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EXECUTIVE SUMMARY

The Minister of Energy and Mines and Minister Responsiblefor Core Review has asked the Commission to report
on the impact of the British Columbia Hydro and Power Authority (BC Hydro) Residential Inclining Block Rate and
the FortisBCInc. (FortisBC) Residential Conservation Rate, collectively referred to as the residential inclining
block (RIB) rates. Complaints have been received regarding “unreasonable bill impacts” on some customers, in
particularrural customers who do not have access to natural gas to heat theirhomes and low-income
customers.

Replacingthe previousflat rate structure, the RIB rates were introduced to incent consumers to conserve energy
and promote energy efficiency, and there is evidencethat thisisindeed happening. The RIB rates provide this
incentive by charging customers more forthe electricity they use beyond a certain “step” (1,350 kWh perbilling
period for BC Hydro, 1,600 kWh for Fortis BC), but at the same time givingall residential customers areduction
inthe price they pay for theiruse below that step.

It has beensuggestedthatthe RIBrates may cause a cross-subsidy, whereby peoplelivingin areas without
access to natural gas, and who are therefore more likely to heat theirhomes and hot water with electricity,
subsidize peoplelivingin areas which do have access to natural gas. The Commission has considered this
qguestion from multiple perspectives, and determined that there is no evidenceto support thistheory. Thereisa
“break-even point” (approximately 2,300 kWh per billing period for BCHydro and 2,500 kWh per billing period
for FortisBC) above which the RIBrate bill is higherthan the equivalent flat-rate bill, and below which the RIB
rate bill will be lower. Butthis does not constitute asubsidy, and neitherisit unjust, unreasonable, unduly
discriminatory orunduly preferential, the tests the Commission must use when setting rates.

That said, any customerwho uses electricityfor space heating and hot water will be likely to use more electricity
than one who does not, since these are two of the prime determinants of high residential electricity use. While
it istrue that customers without access to natural gas are more likely to use electricity for space heatingand hot
water, itis alsoimportantto rememberthat some customers who do have access to natural gas use electricity
for space heatingand hot wateras well. And, evenin areas without access to natural gas, most customers would
pay more underthe flatrate than the RIB rate.

In winter, electricheating customers willuse more electricity thanin summer, and be more likely to exceed the
break-even point where they pay more underthe RIB rate than they would underthe flatrate. Ina colder-than-
average winter, heating bills of all kinds, both electricity and natural gas, will be correspondingly higher. To
illustrate, we have looked at a hypothetical FortisBC customer using 10,000 kWh of electricity in awinter billing
period. We calculate that this resultsin an electricity bill of alittle less than $1,500. If they were taking service at
an equivalentflatrate, the bill would still be almost $1,200. While 10,000 kWh represents five times the average
bill fora FortisBC customer, 5,000 kWh use would resultin a RIB-rate bill of just over $700, whichisonly about
$100 more if the customerwas on the RIB rate thanif they were on a flat rate.

Furthermore, forsome of these customers, their summer bills are actually lower underthe RIB rate structure
than they would be underaflat rate structure. To evaluate the overall effect more comprehe nsively, itis
necessary tolook at total annual electricity costand not just winter bills. When considering the annual cost, we
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find, forexample, that 88 percent of BC Hydro low-income customers are better off overall underthe RIBrate
comparedto the flatrate, and only 1 percent of the same population were more than 10 percent worse off.

While 65.2 percent of FortisBC low-income customers are better off underthe RIB rate than the flat rate,
FortisBC estimatesthat 9.7 percent of its low-income customers are more than 10 percent worse off. Thereisa
significant difference between the FortisBCand BC Hydro resultsinthis regard. Based on the evidence available,
the difference might be due atleastin part to the mix of housingstock acrossthe Province. Inthe FortisBC
region, proportionately more low-income customers live in single family dwellings, and fewerin apartments,
leadingto higherelectricity use.

The two utilities offer arange of demand-side management (DSM) programs aimed at encouraging customers to
conserve energy and promote energy efficiency. These include programs tailored forlow -income customers that
are more affordable asthey do not require aninvestment on the part of the customer. The Commission believes
that there is potential forthese DSM programs to reduce customers’ electricity use, and hence mitigate the
effects of the highertierof the RIB rate. In fact, the very design of the RIBrate is intended to provideincreased
incentives for customers to take advantage of the DSM programs — customers reducing energy use in the higher-
tierrate save more than if they were underthe flat rate.

Havingsaid that, there is more that could be done to promote the existing DSMprograms and to encourage
customers to participate. There is also the potential for additional programs and innovative financing programs
that could further help customers, in particular low-income customers, to conserve energy and reduce their
electricity bills. The two utilities could also look to develop DSM programs intended specifically to assist high-use
households (including high-use/low-income households) located in areas without access to natural gas to reduce
theirelectricity consumption. While there are limits on BCHydro’s total level of DSMfunding, there are
opportunities to reallocate DSMfunding towards targeted groups of residential customers.
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1.0 Scope and process of this report

On July 6, 2015, the British Columbia Minister of Energy and Mines and Minister Responsible for Core Review
(Minister) requested the British Columbia Utilities Commission (Commission, BCUC) reportto governmenton
the impact of the British Columbia Hydro and Power Authority (BC Hydro) Residential Inclining Block Rate and
the FortisBCInc. (FortisBC) Residential Conservation Rate (together, the residential inclining block [RIB]
electricity rates).!

1.1 Scope

The Ministerexpressed that he had “heard concerns fromthe publicthat the residential inclining block rates
may have unreasonable bill impacts on some customers” including rural customers who do not have the option
to heattheirhomes with natural gas.” The Minister requested information on customers, including low-income
customers, with bill impacts greaterthan 10 percentas a result of the implementation of the RIB rates. More
specifically, the Minister tasked the Commission to prepare areport to address the following five questions:

1. Do theresidentialinclining block rates cause a cross-subsidy between customers with and without
access to natural gas service?

2. What evidenceisavailableabout high bill impacts on lowincome customers?

3. What evidenceisavailableaboutfactors thatlead to high-energy use and, therefore, bill impacts for
customers without access to natural gas, includinglow income customers?

4. What isthe potential for existing Demand Side Management programs to mitigate these impacts?

5. Withinthe currentregulatory environment, what options are there for additional Demand Side
Management programs, including low income programs?
The Ministeralsorecommended the BCUC gatherinformation from ratepayersin regions not served by natural
gas regarding the impacts of the RIB rates and awareness of ratepayer mitigation options.

1.2 Out of scope issues

The Ministerset certainissues out of the scope of thisreview process. Specifically, the Minister stated thatany
analysis of highergreenhouse gas emissions, electricity conservation, revenue neutrality resultingfromthe
residentialinclining block rates and any analysis of alternative rate structures are best left to existing regulatory
processes otherthan this review process.>

Giventhe Minister’srequestfor responsesto the five questions listed above, this review process and report are
not intended to alterthe rates or to include any Commission recommendations.*

! Minister Bennett, Letter to BCUC, July6, 2015, p. 1 [Attached as Appendix B to this Report].
? |bid.

* Ibid., p. 2.

* ExhibitA-1, p. 2.
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13 Process

Below isa summary of the process the Commission undertook to gatherinformation for this report. A detailed
description of the processisincludedin Appendix C.

1. Followingaconsultation process with the Utilities and the public, the Commission set out the method
and process (attached as Appendix Dto this report) by which the Utilities would prepare reportsto the
Commission onthe Minister’s five questions, includinga number of definitions to specificterms.

2. Inan efforttoreach allimpacted parties, the Commission provided extensive opportunities for public
comment, expanding onthe usual comprehensive notification and publiccomment periods.

3. The Utilitiesfiled theirreports onthe Minister’s five questions with the Commission.
4. Publicandstakeholdercomments were sought on the Utilities’ reports.

5. The Commission draftedthisreport.

The Commission adopted an approach whereby interested individuals and organizations could registeras
stakeholders (Stakeholders). Ten parties registered as Stakeholders, of whom the following five made comments
on the Utilities’ submissions:

e British Columbia Old Age Pensioners’ Organization et al. (BCOAPO);

e B.C.SustainableEnergy Association and Sierra Club of British Columbia (BCSEA);
e Mr. N. Marty (Marty);

e Regional District of Mount Waddington (RDMW); and

e Ms. ). DeCock (DeCock).

In this process the Commission provided opportunities for publiccomment that were much more extensive than
our usual publiccomment periods. Public notice was provided in major as well as community newspapers across
the province and was sent directly to regional districts and municipalities. Two separate publiccomment periods
were held, each of which was open for approximately 6 weeks. The publiccomment processes resu lted in 669
letters of comment being submitted to the Commission. Alist of the publications, regional districts and
municipalities to which publicnotice was sent or published appearsin Appendix F of this report.

1.4 Document structure

The Commission providesits response to each of the Minister’s five questions in the following five sections (2.0
through 6.0). Each section begins with the Commission’s response, followed by a summary of the information
provided by BC Hydro and FortisBC (together, the Utilities) and Stakeholders that the Commission concluded
was relevantto that question.

The extensive comments received from the publichave been summarized, and thisinformationisincludedin
Appendix A. Further background informationis provided in additional appendices.
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2.0 Question1-Do theresidential inclining block rates cause a cross-subsidy
between customers with and without access to natural gas service?

The RIB rates do not cause a cross-subsidy, as that term is used and understood by energy regulators,
between customers with and without access to natural gas.

In respondingtothe Minister’s question of whetherthe RIB rate causes a cross-subsidy between customers with
and without access to natural gas, the Commission interpreted this question as requiring an examination of
“cross-subsidy” within the context of public utility regulation in BC. More specifically, the Commission does not
considerthata comparison of revenues only, without takinginto account the utility costs to serve that
customer, can indicate whetherone customergroupis subsidizing another customer group. Hence, the
Commission adopted arevenue-to-cost comparison (i.e. as opposed to arevenue comparison only)
interpretation of the term “subsidy” in this report.

Revenue-to-cost (R/C) ratios are industry-standard measures that are used extensively in rate design. They
attemptto measure the degree to which customerrevenues coverthe costs of delivering service, and are
typically used to ensure that cross-subsidization between rate classes is minimized. The Commission
acknowledges that judgementisinvolvedin assigning costs to customers, and asked the Utilities to use the same
methodology inthis exerciseas they have usedin previous regulatory proceedings. The Commission also
acknowledges thatthere isnoclear dividingline as towhen a difference inrevenues and costs within a
customerclassis large enough to be considered asubsidy, and has reflected this inits Report.

Although it may appearthat any R/C ratio otherthan unity indicates cross-subsidization, itisimportantto
recognize thattheratiois an imperfect measure, and therefore some degree of variance around unity falls short
of beingdeterminative thatthere isindeed a cross-subsidy. In particular, R/Cratios are sensitiveto the methods
chosento estimate and allocate costs. Factors such as the degree of detail to which costs are broken down and
whether historicorfuture costs are used will significantly vary the results of the R/Canalysis. Forthisreason, it
iscommon to look at R/Cratios on both historicand future cost bases when considering cross -subsidization,
though neitheronits own can be considered definitive.

R/C ratios can also be used to evaluate whetherintra-class cross-subsidization occurs. In this context, itis
importantto keepin mind thatresidential electricity ratesin BCare seton a “postage stamp” basis, whereby all
customersinthe BC Hydro territory pay the same amount regardless of theirlocation, as do FortisBC customers
(though BC Hydro and FortisBC customers have differentrates). Itis understood that costs to serve specific
residential customers vary depending on many factors, including but not limited to | ocation within the province,
population density, and housing type. Hence, postage stamp ratesinherently accept adegree of cross -
subsidization between different residential customers.

When setting utility rates, the Commission is governed by sections 59—60 of the Utilities Commission Act (UCA),
which state that rates must not be “unjust, unreasonable, unduly discriminatory or unduly preferential .” The
Commission uses R/Cratios as one indicator of whetherdiscrimination exists, and the degree to which such
discrimination might be considered undue.
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The Commission has looked to previous Commission decisions for guidance on the correlation between R/C ratio
and cross-subsidization. Inthe Commission’s 2014 decision on BC Hydro’s rate schedule (RS) 3808, the
Commission observedthata+/- 10 percentrange was considered an acceptable degree of cross-subsidization
between different rate classes.” Commenting on intra-class subsidization ranges, in the same BC Hydro RS 3808
Decision, the Commission observed “that acceptable R/C ratios for existing customers within a particular
customerclass can be greaterthanthe +/- 10 percentrange which has at times been considered acceptablefor
the total customerclass.”®

In another proceedinginvolvingintra-class subsidy issues, the Commission considered whether the Big White
area was sufficiently different from otherareasin FortisBC's service territory to warrant special and unique rate
treatment. In that proceeding, the costing datashowed thatif all of the project costs (construction of a new 138
kV line and substation and network upgrades) were assigned to the Big White area, the R/Cratio would be
approximately 84 percent afterload growth has occurred, compared to 100.6 percentforcustomersinthe
remainingservice area. Costing data also showed that the R/C ratios for otherregionsincluded in the residential
customer classvaried, with Christina Lake at 82.1 percentand Kaslo at 128.1 percent. Inthat decision, the
Commission considered that the results for Big White fell within the range of R/Cratios of the other
communitiesinthe FortisBCarea, and did not establish the Big White area as a separate re gion forrate setting
purposes.’

The Commission finds that the RS 3808 and Big White decisions are both relevanttothe analysis of intra-class
subsidization. Itis within this context that the Commission considered whether the analysis presented by the
Utilities shows evidence that the RIB rates cause a cross-subsidy between customers with and without accessto
natural gas.

The Commission asked BCHydro and FortisBCto compare average residentialrates foreach customersegment
to (i) historic(embedded) and (ii) future (incremental) costs forthe utility to produce and deliver electricity to
those segments. Summary results of this analysis are shown in the table below:

> Commission Decision on BC Hydro Application for approval of rates between BC Hydro and FortisBC with regards to RS
3808 dated May 6, 2014 (G-60-14), p. 39.

® Ibid.

’ Commission Reasons for Decision onan Application by FortisBC for a Rate Design on the Big White Supply Projectdated
August 7, 2009 (G-87-07), pp. 1, 6, 15.
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Table 1: Comparison of revenues to costs for customers with/without access to natural gas

Customers with no Customers with Difference

access to natural gas access to natural gas  (percentage points)

BC Hydro8

e Revenues as a percentage of 94.9% 90.2% 4.7
historic costs (R/CRatio)

e Revenues as a percentage of 89.0% 86.0% 3.0
future costs (R/C Ratio)

FortisBC’

e Revenues as a percentage of 108.5% 94.0% 14.5
historic costs (R/CRatio)

e Revenues as a percentage of 114.5%"° 111.8%"" 2.7
future costs (R/C Ratio)

BC Hydro’s analysis produces R/Cratios (calculated on both a historicand future cost basis) that show a
difference of no more than 4.7 percent between customers with and without access to natural gas. Considering
past Commission decisions on cross-subsidization, the Commission does not find that the ratios reported by BC
Hydro indicate existence of cross-subsidy between BC Hydro customers that can be attributed to whetherornot
they have access to natural gas.

FortisBC’s analysisfor R/Cratios calculated on a future cost basis produces results that are similarto those for
BC Hydro customers. Examining this ratio onits own, the Commission does notfinditto be evidence of across -
subsidy.

However, the R/Cratio for FortisBC calculated on a historiccost basis is 14.5 percentage points greaterfor
customers without access to natural gas than for customers with access to natural gas. Although thisratiois
greaterthan the 10 percentrange cited inthe RS 3808 decisionforinter-class ranges, itdoesfall withinthe
ranges the Commission has accepted forintra-class subsidies (perthe RS 3808 decision and the Big White
decision). Thus, the Commission finds this difference to be within the range of reasonableness for other FortisBC
regions, and does not consider the difference to be unjust, unreasonable, unduly discriminatory or unduly
preferential inthe meaning of section 59 of the UCA.

Furthermore, the Commission has alsolooked intothe issue astowhy there was a significant difference in the
FortisBC R/C ratios calculated using historic costs, but not for BC Hydro. The Commission is aware of the
following differences in Commission-approved cost allocation approaches that could be contributing factors:

e FortisBCusesa minimum system approach to classify distribution costs as related to either peak
demand or the number of customers. This approach reflects FortisBC’s philosophy that the systemisin
placein part because there are customers to serve throughout its service territory, and thata minimally-
sized distribution systemis needed to serve these customers evenif they only use 1kWh of energy per
year. The Commission considers that this approach may resultin more costs beingallocated to small-use

& BC Hydro RIB Report, pp. 9, 16.

° FortisBCRIB Report, pp. 5, 7.

10 Average rate of 12.82c/kWh, divided by the long-run marginal costestimate of 11.196 c/kWh (FBC Report, p. 7).
1 Average rate of 12.52c/kWh, divided by the long-run marginal costestimate of 11.196 c/kWh (FBC Report, p. 7).
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FortisBC customers (and hence fewer costs to high-use customers) than the approach used by BC Hydro
(where distribution costs are primarily allocated based on demand).

e FortisBCallocates demand-related costs based on the sum of the two highest summerand two highest
winter peaks, which reflects FortisBC’s philosophy that, while the summer peakis notatthe same level
as the winterpeak, itis growing fasterthan the winter peak and will increasingly have alargerimpact on
the system. The Commission considers that thisapproach, whileapproved as fair, may allocate more
costs to customers with summer consumption (and hence less costs to winter consumption) than the
approach used by BC Hydro (which uses 4 winter peaks)."

The Commission considers that these two factors have the potential to reduce the cost factor in the R/C ratio for
FortisBC customers with no access to gas (which have higheruse), thusincreasingthe R/Cratioitself.
Conversely, these factors may be increasing the cost factorin the R/Cratio forthose customers with access to
gas (who have loweruse), and thereby reducing the R/Cratio. The Commission considers that the ability to
decrease the 14.5 percentage pointdifferencein FortisBC's R/C ratio based on historic costs by changing cost
allocation assumptions, without any change to the RIB rate design, illustrates the caution that should be placed
wheninterpreting BCHydro and FortisBC’s R/Cratio based on historiccosts.

Takingall the above factors into consideration, the Commission does not find that the RIB rates cause a cross-
subsidy between customers with and without access to natural gas for either of the Utilities.

The Commission also notesthatitisimportantto considerthe reasons fordifferencesin R/Cratios before
determining whether or nota subsidy exists. In Prince George Gas Co. v Inland Natural Gas Co." (Prince George
decision), adecision of the BC Court of Appeal cited by BC Hydro inits 2015 Rate Design Application, the court
observed that payments from one group of consumers that reduce the rates of otherconsumers do not
constitute asubsidy, aslongas the reductioninratesis an “incidental result flowing from a properrate based
upon the cost of service.” Such a reductionin rates would, however, be considered a subsidy ifits “specific
purpose” is to benefit other consumers without regard to the cost of providing service. ** In other words,
differencesin R/Cratios do not inherently determine the existence of a subsidy, only the possibility of one.

The RIB rates are conservationrates; thatis, theirpurpose is to conserve energy or promote energy efficiency by
providing ahigherincentive, inthe form of a higherrate forelectricity purchased inthe second tier, for higher-
use customersto reduce consumption. Since itis notthe purpose of the RIB rates to benefitany customers at
the expense of other customers, this supports the Commission’s view based on the R/Cratios that there is no
undue discriminationinthe RIBrate.

Summary of comments of the parties

BC Hydro submits that this difference in R/Cratios is not substantive, and therefore there is no cross -subsidy
between thesetwo customersegments.™ BCSEA and BCOAPO consider BC Hydro’s conclusion to be
reasonable.®

2 FortisBC 2009 Rate Design Application, ExhibitB-9, Appendix A, pp. 18, 31; BC Hydro 2015 Rate Design Application, Cost
of Service Study and Rate Class Segmentation Negotiated Settlement Agreement (G-47-16), Appendix A, pp. 33, 39.
13
1958 CarswellBC37.
e Hydro 2015 Rate Design Application, BCHydro Final Argument dated September 26, 2016, pp. 88-89.
15
BC Hydro RIB Report p. 8.
16 BCSEA November 24,2016 submission, p.4; BCOAPO November 24,2016 submissionp.4.
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FortisBC submits that postage stamp rates will resultin some cross-subsidies within the customer class, but that
this does not meanthat separate rate classes should be pursued. FortisBC furthersubmits that the difference in

revenues asa percentage of costsis just outside the lastaccepted range of reasonableness, and does not

considerthatthereisenoughevidenceto conclude thatthereisa cross-subsidy between thesetwo customer

segments. ’

BCSEA considers FortisBC’s conclusion to be reasonable, and agrees with FortisBCthatevenif the evidence did

show a cross-subsidy this does not mean that separate rate classes or subdivisions within a particularrate

should be pursued.*®

BCSEA states they are concerned thatthereisa disconnectbetween the Utilities’ responses to the Minister’s
Question 1and the concerns expressed by the RIB critics:

Question 1asks whetherthe RIB rates cause “cross-subsidy” between customers with and

withoutaccessto natural gas. Quite reasonably and properly, the Commission interpreted this
guestionasrequiringan examination of “cross-subsidy” asthe termis used within the world of
publicutility regulation in B.C. The Commission required the utilities to use fully allocated cost of
service (FACOS) and long run margin cost (LRMC) analyses to address whetherthe RIBrates
cause cross-subsidization. The utilities did carry out these analyses, and their responses to
Question 1are discussed below. However, in BCSEA-SCBC’s view, the utilities’ analysis and
results regarding “cross-subsidization” do not respond directly to the concerns and opinions of
the RIB criticsfiled in this proceeding.

It appearsto BCSEA-SCBC that the concerns expressed by most of the Without Accessto Natural
Gas critics of the RIB rates are not primarily that RIB rates cause an intra-class “cross-subsidy” in
aregulatory sense. Most don’t use the term “cross-subsidy” and those who doreferitdon’t use
itinthe sense of FACOS and/or LRMC analysis.

Rather, the concern evidentin the letters of commentis that RIB rates cause customers without
access to natural gas to have to pay ‘too much’ for electricity. ‘Too much’ in this contextis nota
rigorously defined concept, norisitusedinthe same way by all the commentators. Forsome,
‘too much’ means more than they can afford. Forothers, ‘too much’ means paying more for
electricity than they would if they did have access to natural gas. For others, ‘too much’ means
paying more for electricity thanis paid by customers With Gas Access. None of these concernsis
directly addressed by Question 1and the utilities’ responses to Question 1.

In BCSEA-SCBC’s view, the questions that arise out of the letters of comment are essentially:

e Do theRIB rates cause Without Gas Access customersand Low-Income customers to
pay too much for electricity?

e What would be the consequences of movingto a flat rate for both Without Gas Access
customers and With Gas Access customers, and Low-Income customers and Non-Low
Income customers?

7 FortisBCRIB Report, p. 6.
'8 BCSEA November 24,2016 submission, p.8.
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Althoughthese questions were not explicitly stated by the Minister, BCSEA-SCBC respectfully
submitthatthe Commission should ensure that these questions are addressed clearly and
effectively inthe Commission’s report to the Minister. "’

BCSEA furtherstates:

Most of the criticisms of the RIB ratesin the letters of comment are based on the assumption
that Without Gas Access customers would have lower electricity bills under a flat rate design
than underthe existing RIBrates. Thisassumptionis quite incorrect. In fact, most Without Gas
customers would likely pay more forelectricity with aflat rate than with their current RIB rate.
... If the Without Gas Access critics of the RIB rate succeeded in having the RIBrate replaced with
a flatrate then most of the low-income electricity customersin the Without Gas Access areas
(andin all otherareas) would be worse off financially. The purpose of RIBratesis to incent
conservation and efficiency and they achieve that objective.””°

The Commission agrees with BCSEA that the purpose of RIBrates is to incent conservation and efficie ncy, and
that the vast majority of low-income customers are better off financially under the RIB rate than a flat rate.
However, there are some high-use/low-income customers who are negatively affected, and itis mitigating the
negative impacts for these high-use/low-income customers thatis an area of focusin this report.

The Commission also notes that electricity rates would have increased for high-use residential customers, even
inthe absence of the RIB rates. For example, when the BCHydro RIB rate was introduced in October 2008, the
flatenergy charge for exempt residential customers at that date was 6.55¢/kWh, which has since increased to
9.93¢/kWh (2016). FortisBC's flat rate energy charge was 7.08¢/kWh in 2008 (and 10.22¢/kWh whentheirRIB
rate came into effectin 2013), and hassince increased to 11.43¢/kWh in 2016. As a result, only aportion of the
billincrease experienced by high-use customers since 2008 would be attributable to the change inrate design.
In addition, forlow-income/low-use customers primarily consuming at RIB Step 1 levels, the Commission notes
that moving back to a flatrate would increase energy rates by 20 percent for BC Hydro customersand 16
percent for FortisBC customers, which could also resultin affordability concerns.*

BCOAPO notesthatthere is no obvious explanation forthe difference in the R/Cratios between BC Hydro and
FortisBC, and considers that additional analysis would be required beforeany firm conclusion can be drawn.
However, they conclude that the Commission should respond to the Minister’s question in a qualified
affirmative. BCOAPO submits that the Commission should also note the existence of inherent cross subsidiesin
any customer classification when customers are grouped togetherand that eliminating the RIB rate would have
a significantadverse impact on the vast majority of low-income customers.*?

The Commission agrees with BCOAPO thatthere are inherent differencesin R/Cratios in any customer
classification when customers are grouped together. Forexample, postage stamp rates generally provide an

' BCSEA November 24,2016 submission, pp. 1, 2.

2% BCSEA November 24,2016 submission, pp.1-4. Emphasisinoriginal.

e Hydro 2016 flatrate energy charge for exempt residential customersis 9.93 ¢/kWh, compared to the RIBStep 1
residential energy charge of 8.29 ¢/kWh. FortisBC2016 flatrate energy charge for exempt residential customersis 11.433
¢/kWh, compared to the RIB Step 1 residential energy charge of 9.845 ¢/kwh.

22 BCOAPO November 24,2016 submission p.6.
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advantage to rural communities, and so customers in regions without access to natural gas may already benefit
froma postage stamp cross-subsidy inherentin their rates.

RDMW, Marty and DeCock do not concur with BC Hydro’s conclusion that there is no cross-subsidy, and submit
that BC Hydro arrived at this conclusion despite results showing the contrary.’* RDMW assumed that the flat
rate would be 5 percent higherthan the Step 1 rate, and used consumption data for Port McNeill to estimate
that RDMW residentsin total would be paying S1million more underthe RIB rate than underthe flat rates.
RDMW concludes that the rates are structured to redistribute the extra-funds from high-volume usersto low-
volume users, and that thisisa subsidy from customers without access to natural gas to those with access.**
However, the Commission considers this analysis by itself is not evidence of asubsidy asitdoes not take into
account the different costs to serve these customer segments, significantly understates the cost of electricity
undera flatrate (whichin 2016 was 20 percent higherthanthe Step 1 rate), and does not consider whetherthe
magnitude of any difference found is within the range of reasonableness. In addition, the Commission disagrees
that the purpose of the RIB rate isto redistribute funds between high-volume users and low-volume users, while
acknowledging that this may be an unavoidable, incidental resultin some instances.

For his part, Marty submits that assessing the existence of a cross-subsidy between customers by comparing
those “with access” and those “withoutaccess” to natural gas greatly underestimates the situationassomein
the “withoutaccess” benefit from the RIBrate (asthey use wood or heating oil) and while some inthe “with
access” are payingsignificantly higher rates due to the RIB rate (as they use electricityfor heating).”®

DeCockraised concerns that the Utilities used annual consumption datato analyse rates that are affected by
seasonal variation.’® However, the Commission notes that the Utilities used actual revenues and load shape
information to allocate costs between customer classes (FortisBC specifically refers to the use of hourly
customerdata intheirreport) which would have reflected seasonal variation.?’

Publiccomments

The Commission received anumber of comments from the public suggesting alternative implementations of the
RIB rates, such as different rates forareas without access to natural gas (see Appendix A, sections 1.2and 1.6).
While the subjects of revenue neutrality and alternative rate structures are specifically out of scope for this
review, the Commission notesin the earlier part of this section that it does not find that the RIB rate causesa
subsidy between customersin areas with and without access to natural gas, and hence there is no compelling
reasonto considerrestructuringthe RIB rate on that basis.

23 RDMW November 18,2016 submission, p. 1; Marty October 19, 2016 submission, pdf p. 14; DeCock November 1, 2016
submission, p. 4.

24 RDMW November 18,2016 submission, p.1.

> Ma rty November 29, 2016 submission, pdfp. 3.

26 DeCock November 1 submission, p.2.

%7 FortisBCRIB Report, p. 5.
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3.0 Question2-What evidence is available about high bill impacts on low income
customers?

The Commission presents here evidence gathered from the Utilities regarding high bill impacts on low-income
customers. Specifically, the Utilities were asked to provide an analysis of low-income customers experiencing
billincreases of over 10 percentas a result of the RIB electricity rates.

Bill impacts of the RIB rates ingeneral

Before providing the evidence specificto low-income customers, the Commission examined the bill impacts of
the RIB rate comparedto a flatrate forany customer regardless of theirincome. We believe that these results
provide contextto the discussion that follows.

We have used tariff datafor the FortisBCRIB rate structure for the purposes of illustration (BC Hydro’s rate
structure is similarbut not identical). FortisBCalso has aflatrate restricted to customers enrolled in the RCR
control group. The FortisBC 2016 tariffis:

Table 2: FortisBC 2016 RIB rate and residential flat rate

FortisBC RIB rate FortisBC Flat rate

Tier-1 rate: 9.845 ¢/kWh Equivalentflatrate: 11.433 ¢/kWh
Tier-2 rate: 15.198 ¢/kWh Flatrate basiccharge:$36.39
Tier-1 cut-off: 1,600 kWh per billing period
RIB rate basiccha rge:$31.2328

The Commission notes that, since customers’ bills fluctuate between billing periods and are often higherin the
winter, itis not possible to translate directly from annual consumption to billing-period consumption. However,
toillustrate the impact of RIB rates onindividual customer bills, the Commission has provided the following
calculation of bill amounts using several samplelevels of use in a two-month billing period:

Table 3: FortisBC 2016 residential bill comparison (RIB vs. flat rate)

Billing-period consumption (kWh)

1,600 2,500 5,000 10,000
Consumption compared to
average of 1,917 kwWh?’ 0.5x 0.8x 1.3x 2.6x 5x
Customer bill
e RIBrate $129.68 $188.75 $325.53 $705.48 | $1,465.38
e Flatrate $150.72 $219.32 $322.22 $608.04 | $1,179.69
e Billimpact™® $21.04 | -$30.57 $3.32 $97.44 $285.69
e Percentage impact -14% -14% 1% 16% 24%

2% per billing period (two months).

29 Average annual FortisBCresidential consumptionis 11,500 kWh per year (FortisBCRIB Report, p. 11), or 1,917 kWh per
billing period (assumingflatload).

O RIB rate less flatrate.
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As indicated by the table, there is a consumption break-even point, above which aconsumer’s bill willbe higher
underthe RIB rate than underthe flat rate. For FortisBC customers, this break-even pointisaround 2,500 kWh
perbilling period (perthe table above), for BC Hydro itis approximately 2,300 kWh per billing period.**
Conversely, for customers consuming less than the break-even point, their bills are lower underthe RIB rate
than underthe flat rate. So, while FortisBCRIB rate customers pay more for each kWh consumed above the
1,600 kWh threshold thanthey would underaflatrate, theirtotal RIB rate bill only exceeds what the bill would
have been underthe flat rate once their usage exceeds around 2,500 kWh per period.

The Commission notes that high use will cause high electricity bills for flat rate customers as well as for RIB rate
customers. Fromthe table above, a high-use customer consuming 10,000 kWh, 5 times the average use, would
pay $1,465, butunderthe flat rate bill would still be $1,180.

Itisalso importantto note that some RIB rate customers will have months of higher consumption (forinstance
duringthe winter) underwhich they pay more than the flatrate, butalso monthsin whichthey paylessthanthe
flatrate. Hence, the analysis by both Utilities considered annual bill totals when looking at the impact of the RIB
rates.

Low-income billimpact—BC Hydro

BC Hydro statesthat only a minority of its low-income customers have experienced high billimpacts underthe
RIB rate comparedto a flatrate. Specifically, BCHydro estimates that 1 percent of low-income customers
experienced high (i.e. greatthan 10 percent variance) bill impacts moving from flat to RIB rates, whereas

88 percent of low-income customers are better off underthe RIB rate.?” Conversely, if BC Hydro returned from
the RIB rate to a flatrate, 72 percent of low-income customers would see anincrease of over 10 percent.33

BC Hydro also provided an analysis of the impacts of the RIB rate on low-income customers, breaking the low-
income customer segmentinto separate categories for single-family dwellings, apartments, use of electricity for
heatand use of otherenergy sources for heat. The data show that high unfavourable bill impacts (greater than
10 percent) due to the RIB rate are experienced by 4 percent of low-income customers in single-family
dwellings, 1 percent of low-income customers using electricheat, and 2 percent of low-income customers using
non-electricheat. Nolow-income customers living in apartments experience high billimpacts.

3 Bc Hydro’s April 1, 2016 RIB rate: basic charge: 18.35¢/day, first 1,350 kWh/two months at 8.29¢/kWh, balanceat
12.43¢/kWh. RIB bill for consumption of 2,300kWh/billing period: $235.52. BC Hydro’s April 1, 2016 flatrate: basic charge:
19.57¢/day,9.93¢/kWh. Flatrate bill for consumption of 2,300kWh/billing period: $234.26.

2 BC Hydro RIB Report, p. 19.

¥ BC Hydro RIB Report, p. 20.
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Table 4: BC Hydro Customer Segment Bill Impacts — Moving from Flat to RIB Rate in F2015

Customer Segments % better off % worse off % worse off & bill
increase more than 10%
All low-income 88 7 1
Low-income & single family dwelling 74 17 4
Low-income & apartment 99 1 0
Low-income & electric heating 87 8 1
Low-income & non-electric heating 88 8 2

(Source: BC Hydro RIB Report, p. 23)

Low-income billimpact—FortisBC

FortisBCdid not use the Statistics Canada Low-Income Cut Off levelforits analysis, but provided alternative data
based on self-reported income levels of respondents toits 2012 Residential End Use Study (REUS) that suggest
that, for customers earningless than $30,000 peryear, 9.7 percent** had billsimpacted by more than 10 percent
underthe RIB rate, whereas 65.2 percent®® had lower bills.

Table 5: FortisBC Customer Segment Bill Impacts — Moving from Flat to RIB Rate in 2015

Average Annual

Income Catera Consumption Aver‘age RIB Aver_age Flat| Average Bill Bill Impact above 10% Customers with I‘.uwerAnnuaI
“COME LateEony —Lkwh Bill ($) Bill ($ Impact RIB Bills
Count Percent Count Percent Count Percent
Less than $20,000 61 6.3% 10,647 1,430 1,436 -5.0% 6 9.8% 41 67.2%
$20,000 to $29,999 94 9.7% 12,197 1,639 1,613 -3.9% 9 9.6% 60 63.8%
$30,000 to $39,999 91 9.3% 12,233 1,626 1,617 -4.1% 11 12.1% 62 68.1%
$40,000 to $49,999 76 7.8% 13,405 1,814 1,751 -2.7% 15 19.7% 48 63.2%
$50,000 to $59,999 79 8.1% 11,973 1,591 1,587 -5.1% 3 10.1% 57 72.2%
$60,000 to $79,999 117 12.0% 12,971 1,732 1,701 -3.7% 19 16.2% 76 65.0%
$80,000 to 599,999 71 7.3% 15,185 2,046 1,954 -0.3% 16 22.5% 40 56.3%
$100,000 to $124,999 78 8.0% 14,000 1,873 1,819 -1.7% 13 16.7% 43 55.1%
$125,000 or more 65 6.7% 14,738 1,986 1,903 -0.6% 13 20.0% 39 60.0%
Prefer not to answer 216 22.2% 13,483 1,816 1,760 -3.2% 30 13.9% 146 67.6%
No Answer 26 2.7% 10,956 1,448 1,471 -5.6% 1 3.8% 11 42.3%
974 100% 141 14.5% 623 64.0%

(Source: FortisBCRIB Report, p. 10)

Summary of comments of the parties

BCSEA notesthat changingfrom a flat rate design to a RIB rate lowers bills for lower-consuming customers, and
increases them forhigh-consuming customers, and vice versa. BCSEA concludes that since low-income
customers predominantly consumeless electricity, RIB rates reduce the bills for the majority of low-income
customers. BCSEA supports the Utilities’ findings, and comments thatrevertingto aflat rate would exacerbate
affordability problems for most low-income customers.*®

BCOAPO concurs, but emphasizes that, while the RIB rate has benefited the majority of low-income customers,
BC Hydro’s data show that there is a small segment of low-income customers (1 percent) that will see bill
impacts as a result of the RIB rate of greaterthan 10 percent, and bill impacts could be as high as 17 percent.?’

15 (6+9) customers with bill impacts >10% out of a total of 155 (61+94) customers = 9.7%
101 (41+60) customers with lower annual RIBbills out of a total of 155 (61+94) =65.2%

3 BCSEA November 24, 2016 submission, pp. 8-10.

37 BCOAPO November 24,2016 submission, pp.7, 8.
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Marty statesthatitisthe use of electricity forheatingand hot waterthat predominantly determines high
electricity use, and that low-income customers without access to gas are more likely to have high electricity bills
than low-income customers with access. The Commission finds nothing to dispute in this regard.

However, Marty further submits: “The RIB, by targeting electricheat customers, imposed the highest rate
increases on those low-income customers struggling the hardest to pay theirenergy bills. ... The beneficial
financial impactona low-income, high electricity user of returning to aflat rate would be far greaterthan the

"3 Marty contrasts two hypothetical

corresponding negative impact on alow-income, low electricity user.
customers to make his point.>’ Asthe Commission has already noted inits response to question 1, the purpose
of the RIB rate is to conserve energy or promote energy efficiency, its purpose is notto target electricheat
customers. The Commission also disagrees with the general characterization that Marty places on the impacts of
the RIB rate, noting that the majority of low-income customers benefit from the RIB rate compared to the flat
rate. The Commission also placed more weight to the Utilities’ bill analysis than that provided by Marty as the

Utility analysis is based on actual customer profiles.

RDMW highlights the different distribution of low-income customers across dwelling type in rural areas versus
province-wide, which RDMW submits are heavily influenced by the Metro Vancouverregion, and notes that

BC Hydro does nottake thisintoaccountin itsreport. RDMW submits that, inits region, single-family dwellings
make up 77 percent of the housing stock, versus 34 percentin Metro Vancouver. RDMW estimatesthat,
assumingthe flatrateis 5 percent higherthanthe Step 1 RIB rate, as many as 91 percent of low-income
householdsinits region may be worse off with the RIB rate than with the flat rate and that the actual impact will
depend on housing type.*°

The Commission accepts that the mix of housing stockin the RDMW may differ fromthatin otherareas of the
province, and that the effects of the RIB rate on the RDMW low-income population would therefore be different
to the Utilities’ overall customer base. However, the Commission notes that the RDMW’s argument rests largely
on the assumption that the distribution between single family and apartmentsis the same for low-income
residents asisthe case forall residentsinthe area. No data has been provided to supportthis assertion. In
addition, the Commission notes that the 2016 BC Hydro flat rate for exempt residential customers (9.93¢/kWh)
is 20 percent higherthanthe Step 1 RIB rate (8.29¢/kWh), and not 5 percent higheras estimated by RDMW.

DeCock submits that, while the majority of low-income customers benefit from the RIB rate, this does not
support penalisinga minority of other customers who are totally dependent on electrical energy, particularly for
heating. DeCock highlights the following letters of comment as examples of negatively affected customers that
are low-income, seniors orwhoinvestedin electricheating priortothe RIB rate:

e E-534 livesinnorthern BCand said that BC Hydro had encouraged themto use electricheat with low
ratesfor thisthat have now beenrescinded.

e E-528 alsowas encouraged by BC Hydro rates and went exclusively electric with adesign that cannot be
retrofitted to central-air gas heatand heis a seniorwith a disabled wife and has found the high cost
difficult.

*% Ma rty October 19, 2016 submission, pdf pp. 3, 4.
*% Ibid., pdf pp. 15, 16.
* RDMW November 18 2016 submission, p. 2.
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e E-530isalsoaseniorwhosaysthe rate unfairly targets seniors and families and says the Premiersaid it
would be familiesfirstwhen elected.

e E-527isalow-income customerwhoisarenterand so hasno control overupgrades.*!

The Commission agrees that, whilethe majority of low-income customers are better off underthe RIB rate,
there are some high use low-income customers who are negatively affected.

Publiccomments

Many publiccomments were received documenting billincreases since the RIB rates were introduced (Appendix
A, section 1.1). The Commission understands that energy costs are a significant portion of some families’
budgets, and that affordability is aconcern to them. However, the Commission has already noted that all
residential electricity prices have risen since the RIB rates were introduced, both RIB rates and flat rates, and
that the vast majority of low-income customers are better off underthe RIBrate. The question of affordability is
aseriousone, butis not primarily caused by the RIB rate itself. The scope of thisreport specifically excludes
looking at alternative rate structures, although the responses to questions 4and 5 regarding DSM may go some
way to suggesting ways to alleviate affordability issues.

In addition, comments were received from members of the publicfor whom the impact of high electricity billsis
to cause themto switch to alternative fuels (Appendix A, section 1.3). Customers report switching to natural gas
and wood as alternative fuels, and some note theirdisappointmentin switchingto more greenhouse-gas
intensivefuels than electricity. The scope of this review specifically excludes consideration of the effect of RIB
rates on greenhouse gas emissions. In addition, the Commission notes that where all-electric customers have
access to natural gas, they may not have the ability or financial means to switch to natural gas because of
conversion costs.

*! DeCock November 29, 2016 submission on BCOAPO utility report comments, pdf p. 2.
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4.0 AQuestion3-What evidence is available about factors that lead to high-energy

use and, therefore, bill impacts for customers without access to natural gas,
including low income customers?

High-use customers of electricity are most likely living in larger, single-family homes, and use electricity for
space heating and hot water. There is some correlation between low-income and lower electricity use, but
there are low-income customers in all use categories, including the highest.

BC Hydro results

BC Hydro’s analysis defines “high energyuse” customers as those using at or more than 20,000 kWh peryear,
twice the average consumptioninthe BCHydro service territory, and “not-high energy use” customers as using
less than 20,000 kWh per year.*?

BC Hydro found that high energy use customers, regardless of income or access to natural gas, exhibitahigher
proportion of factors that contribute to higher energy use relativeto not-high energy use customers, making
them more likely to have consumptionin Step 2 of the RIB rate and hence higherenergy bills. Examples of such
contributing factors are:

e Livinginasingle, detached house;
e Use of electricity for heatingand hot water;
e Ownership of appliances such as dishwashers, air conditioners and multiple refrigerators; and

e Customerswhoare less likely to exhibit energy conservation-related behaviour.*?

BC Hydro provides datashowingthat customerslivinginsingle, detached homes are more likely to be high

energy use customers than customers livingin other dwelling types. This applies regardless of income level
and/oraccess to natural gas.44

Table 6: BC Hydro High and Not-high energy users by Dwelling Type and Income Level

Dwelling Type Not-high energy use High Energy Use

(<20,000kWh) (%) (>20,000kWh) (%)
Not Low Single Detached House 545 93.0
Income Duplex/Row/Town 13.5 40
Apartment/Condo 271 0.0
Mobile/Other 4.8 3.0
Low Income Single Detached House 29.7 91.7
Duplex/Row/Detached 13.8 8.3
Apartment/Condo 50.6 0.0
Mobile/Other 59 0.0

(Source: BC Hydro RIB Report, p. 32)

2 Bc Hydro RIB Report, p. 26.
* Ibid., pp. 24,25, 35.
** Ibid., pp. 31,32.
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Table 7: BC Hydro High and Not-high energy users by Dwelling Type and Access to Natural Gas

Dwelling Type Not-high energy use High Energy Use

(<20,000kWh) (%) (>20,000kWh) (%)
No Access to Single Detached House 77.2 95.3
Natural Gas Duplex/Row/Town 50 0.0
Apartment/Condo 3.1 0.0
Mobile/Other 14.7 4.7
Access to Single Detached House 50.9 93.3
Natural Gas '\ \5jex/Row/Detached 14.0 45
Apartment/Condo 30.7 0.0
Mobile/Other 4.5 22

(Source: BC Hydro RIB Report, p. 32)

BC Hydro further notes that 98 percent of those using 30,000 kWh/yearor more live in single family dwellings,
comparedto 67.8 percentand 88.6 percent forcustomers using 10,000 kWh/yearand 20,000 kWh/year

. 45
respectively.

BC Hydro also observes that the age of homes does not appearto have a substantive effecton energy

consumption, butthat high energy use customers have higheraverage floor areathan not-high energy use
customers (regardless of dwelling type).*® BC Hydro provides the following data to support this conclusion:

Table 8: Average Floor Area, High and Not-High Energy Users by Income Level

Total Floor Area (Sq. Ft.)
Income Level Status

Mot High High Energy Use
Energy Use (<20,000kWh) (=20,000kWh)
Mot Low Income 1744 32 285997
Low Income 1400.37 258509
All 1717.02 285098

Table 9: Average Floor Area, High and Not-High Energy Users by Access to Natural Gas

Total Floor Area (Sq. Ft.)
Access to Natural Gas

Mot-high energy use
(<20,000kWh)

High Energy Use
(=20,000kWh)

Mo Access to Matural Gas 16359.28 281195
Access to Natural Gas 1720.89 285669
All 1717.02 285058

> BC Hydro RIB Report, p. 36, Table 21.

*® 1bid., pp. 32,33.
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BC Hydro also finds that, with respectto customerbehaviour, the “high energy use” group tendsto have a
higher proportion of customers who are less likely to exhibit energy conservation related behaviour. *’

Turning to the aspect of the question concerning customers without access to natural gas, BC Hydro notes that
although 5 percent of the population has no access to natural gas, they make up 14 percentof BC Hydro’s high
energy use customers.*®

Considering customers without access to natural gas, BC Hydro high energy use customers have alargershare of
all forms of electricheat, including baseboards, air-source heat pumps and forced-air electricfurnaces, than not-
high energy use customers. Such BC Hydro customers also have a largershare of electrichot watertanks
compared to not-high energy use customers.*’

BC Hydro presents an analysis of its customers consideringincome and consumption. The table below shows
that, at the extremes, the very high income group ($120,000 or over) has a high proportion of higher
consumption customers, while the very low-income group (520,000 or less) has a high proportion of lower
consumption customers. The Commission observes the apparent correlation between those inlowerincome
categoriesand those who use less electricity, butalso notes that there are consumers across all income
categorieswhoare inthe highestuse bands.

Table 10: BC Hydro Proportion of Population vs. Income vs. Consumption

combined total household income before taxes (from REUS Survey)
Decile Under | 320,000 to 30,000 to $40,000 to | 350,000 to| 360,000 o] 370,000 to] 380,000 to] $90,000 to] $100,000 | $110.000 $120,000 Total
$20.000 under under under under under under under under fo under | tounder o o;'er
' $30,000 | $40,000 | $50,000 | $60,000 | $70,000 | $80,000 | $50,000 | $100,000 [ $110,000 [ $120,000

1st 15% 1.4% 0.9% 0.8% 0.8% 0.5% 0.9% 0.3% 0.3% 0.3% 0.1% 0.5% 9.8%

a 2nd 1.2% 1.0% 0.8% 0.9% 0.6% 0.9% 0.5% 0.5% 0.3% 0.3% 02% 0.7% 10.1%
g 3rd 0.7% 1.1% 12% 0.9% 0.9% 0.8% 0.4% 0.6% 0.4% 0.2% 0.2% 0.8% 10.1%
g 4th 0.6% 1.2% 0.9% 1.1% 0.6% 0.4% 0.9% 0.3% 0.3% 0.4% 0.3% 0.9% 9.9%
% 5th 0.5% 0.8% 0.7% 0.6% 0.8% 0.8% 0.8% 0.3% 0.8% 0.4% 0.5% 1.3% 10.1%
- 6th 0.4% 0.8% 0.8% 0.8% 0.7% 0.9% 0.7% 0.6% 0.4% 02% 02% 1.3% 10.1%
g 7th 0.3% 0.6% 1.0% 06% 0.6% 0.5% 0.8% 0.6% 0.5% 0.5% 0.3% 1.9% 10.0%
-t} ath 0.3% 06% 0.7% 0.7% 0.5% 0.5% 0.7% 0.6% 0.6% 0.6% 0.3% 21% 10.0%
w Sth 0.3% 0.5% 0.4% 0.7% 0.6% 0.5% 0.7% 0.6% 0.5% 0.6% 0.6% 1.9% 9.9%
10th 0.2% 0.3% 0.4% 0.5% 0.4% 0.6% 0.5% 0.6% 0.5% 0.7% 0.5% 26% 10.0%
Total 6.0% 8.3% 7.9% 7.7% 6.4% 6.2% 6.8% 5.0% 4.7% 4.3% 3.3% 13.9% 19.5% | 100.0%

Note: Percentages shown are estimated percentages of the total F2015 population based on the 2014 REUS
sample and self-selected income category.

(Source: BC Hydro RIB Report, p. 35)
FortisBCresults

FortisBC defines high-use customers as those using 23,000 kWh peryear or more (twice the average
consumption), whereas not-high use customers are those consumingatorlessthan 11,500 kWh per year (the
average consumption).*

*’ Ibid., pp. 24-25.

*®BC Hydro RIB Report, p. 24.
49 Ibid., Appendix C, pp. 1, 3.
*% FortisBCRIB Report, p. 11.
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FortisBCtested all differencesin characteristics among sub-groups of customers assuming a confidence interval
of 95 percent but cautions that the presence of a statistically significant difference does not necessarily meana
causal relationship exists between the characteristicand the differences in energy use between the groups. **

FortisBC found thatthe high-use customers have a higher proportion of characteristics that require more
electricity use than not-high use. Forinstance, high-use dwellings are more likely to be:

e largersingle-family detached homes;

e Those that have more occupantsand children;
e Usingelectricityasthe primary fuel for heatingand hot water;

Using more electricappliances such as dishwashers, freezers and clothes dryers; and
e Those who have not reduced energy consumption as much as reasonably possible.>

Data from FortisBC show that high-use customers are more likely to be livingin single-family detached dwellings
than otherforms of accommodation.*?

Table 11: FortisBC Dwelling Type (% Incidence) — High-Use vs. Not-High-Use Households by Access to Natural

Gas

11,500 kWhiyr. or less

23,000 kWhlyr. or

General Population

more

or Adsaey | NoAcosss | (058 [ Noccess | T | pceess

to Gas to Gas to Gas to Gas to Gas to Gas

Base (n) 647 26 80 14 1077 75
Single family detached 59.2 82.0 93.0 84.5 70.1 90.8
Duplex 4.3 0.0 2.1 0.0 3.2 0.0
Row/townhouse 5.1 0.0 0.0 0.0 4.3 0.0
Apartment/Condominium 23.1 115 0.0 0.0 14.8 4.1
Mobile home 54 25 4.8 7.8 5.0 2.3
Other 29 4.0 0.0 7.8 28 2.9
Total 100.0 100.0 100.0 100.0 100.0 100.0

(Source: FortisBCRIB Report, pp. 13, 14)

FortisBCalso concludes thatits high-use customers are more likely to have homes over 2,500 square feet.>*
FortisBCalso providesthe followingtable, showing the analysis of customers by dwelling size, electricity use,
and whetherornotthey have access to natural gas.

> FortisBCRIB Report, p. 12.
*2 |bid., pp. 12,13, 17.

>* Ibid., p. 13.

>* FortisBCRIB Report, p.14.
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Table 12: Dwelling Size (ft*) — High-Use vs. Not High-Use Households by Access to Natural Gas

11,500 kWhiyr. or less 23,000 kWhiyr. or more General Population

w::'mi:z ;: Mo Access w::fezz :’; Mo Access WE; fezz ?c: Mo Access

Cas to Gas Gas to Gas Gas to Gas

Base (n) 647 26 80 14 1077 75
<1000 209 158 34 23 156 g2
1,000 — 1,499 231 306 81 139 204 231
1,500 — 1,999 166 189 17 0.0 15.1 15.8
2,000 - 2,499 199 38 201 139 200 14.0
2,500 - 2,999 93 189 206 £.9 125 12.8
3,000 - 3,499 55 121 130 139 a8z 156
3,500 - 3,999 25 0.0 6.0 20.8 3.2 6.4
4,000+ 23 0.0 171 222 4.8 4.1
Total 100.0 100.0 1000 100.0 100.0 100.0

Turning to customers without access to natural gas, FortisBCfound that withinthe sub-group of high users
without accessto natural gas, thereisa largershare with electricheating (including baseboard and furnace)
than the othercomparison groups. High-use customers without access to natural gas also had a higher number
of heating-degree days than other customers, signifying thatthey are likely located in areas with colder
winters.>

FortisBC high-use customers without access to natural gas are more likely to use 60 gallon hot watertanks
compared to the general population, whereas they are less likely to use small hot water tanks. FortisBC notes
that hot water use isinfluenced by the number of occupants and the presence of childrenin homes, and that
high-use homes without access to natural gas have a higher number of both compared to low-use customers.>®

The Commission agrees that notall customers who have access to natural gas use it for space heatingand hot
water. We note thatif those customers who use electricity for space and or hot water heating chose to convert
to natural gas in an attemptto reduce theirenergy costs, they may be faced with significant conversion costs.

FortisBCdid not provide dataon low-income customersin responseto this question. FortisBC concludes that
differencesin socio-economiccharacteristics between high-use and not-high use homes were “either
statistically insignificant or unlikely to significantly contribute to significant differencesin energy use between

the two household groups.”*’

Summary of comments of the parties

BCSEA supports Commission acceptance of BCHydro’s and FortisBC’'s responseto Question 3 as consistent with
the Commission’s requirements, while noting that BCHydro’s category “Not High Energy Use” is notthe same as
FortisBC’s “Not-High Use” category. >

>> Ibid., p. 15.

*® Ibid., pp. 16,17.

>’ FortisBCRIB Report, p. 19.

>8 BCSEA November 24,2016 submission, pp.11, 12.
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RDMW presentsits own assessment of the factors leadingto higheraverage residential electricity use by region:

Table 13: RDMW: Factors Leading to Higher Average Residential Electricity Usage, by Geography

High Consumption Factors | RDMW Occurrence Rural® BC Average BC Hydro Service area
Occurrence Average Occurrence

No Natural Gas Service VERY HIGH (100% ) MEDIUM LOW

Available

Primary Electric Heat VERY HIGH HIGH LOW

Electric Hot Water VERY HIGH HIGH LOW

Single Family Dwelling HIGH (77%) HIGH MEDIUM (~43%)

Mobile Home MEDIUM-Low (5%) MEDIUM-Low LOW (~2%)

Electric Stoves & Ovens VERY HIGH HIGH MEDIUM

Lower Winter Temperatures LOW  (3.3°CJanuary Port Hardy) HIGH (-9.6°CJan Prince George) LOW (4.8°C January Vancouver)

(Source: RDMW November 18, 2016 submission, p. 2)

RDMW submits that, due to having few other viable options such as natural gas service, RDMW households have
a much higherincidence of electricity used for heating, hot water heating and cooking than the BC Hydro
average, which RDMW submits accounts for 66 percent of a household electricity use according to Figure 4 of
BC Hydro’s RIB Report.>® The Commission accepts the general nature of the RDOMW findings, and finds ita useful
illustration of the situation in some areas of the province. However, it considers the analysis from the Utilities
provides more comprehensive dataforanalyzing the situation across the entire province.

DeCock points out a factorthat also contributesto higherenergy consumption and which has been left out of
BC Hydro’s list: families that rent all-electricdwellings from landlords who have no reason to upgrade to reduce
electricity consumption.®® The Commission concurs, and notes that thisis a limitation to the adoption of many of
the existing DSM programs. The Commission further notes thatthere are some DSM programs that renters can
participate in (such as behaviourand lighting programs) and that deeper DSM energy savings can be achieved by
rental facilities owned by BC non-profit housing associations. However, the Commission considers that the
Utilities could do more to address the landlord/tenant splitincentive problem that occurs where the renteris
responsible forthe electricity bill but the landlord is responsible for energy efficiency investments.

Marty references data provided by the Office of Energy Efficiency for 2013, which Marty submits shows that
space and waterheating were “clearly the dominant factors determiningahome's energy use, onacombined
basis accounting for 77% of total residential energy use. ... It follows that the dominant factor determininghome
electricity useisthe fuel used forspace and water heating. All things equal, the home that uses electricity for
both space and water heating will, on average, consume fourtimes the amount of electricity asahome that
uses natural gas for both purposes.”®*

The 77 percentfigure quoted by Marty in the preceding paragraph appliesto total energy consumption —
including gas, wood, etc. —ratherthan electricity specifically. This figure differs from the Utilities’ data, since for
all-electricdwellings, the use of electricity for space heatingand hot water as a percentage of total electricity

>? RDMW November 18,2016 submission, p.2.

% DeCock November 1, 2016 submission, p.5.

1 Ma rty submits that, accordingto data provided by the Office of Energy Efficiency, for 2013 residential energy use in BC
can be attributed to the followingfactors:spaceheating (52.8%), water heating (24.5%), appliances (16.9%), lighting (5.5%),
and spacecooling (0.4%). Marty, October 19, 2016 submission, pdf p. 11.
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consumption is estimated by FortisBC to be 59 percent,®” and by BC Hydro to be 61 percent.®®> The Commission is
inclined to acceptthe Utilities’ figures for households in BCas more representative, but notes thatthis doesn’t
change the overall conclusion, whichis that use of electricity for space heatingand hot wateris the prime
determinant of high electricity consumption.

Marty furtherobserves thatthe overlap between customers without access to natural gas and those using
electricity for heatingand the overlap between customers with access and those using natural gas for heating,
while considerable, are notidentical:

Although many residents without access to natural gas use electricity for space and water
heating, some use otherfuels, particularly for space heating. Wood is the most economic of
these alternativefuels and thus used to the greater extent. But heating oil and propane might
alsobe used. Aswell, there are residents with “access” to natural gas, who use electricity for
heating. Despite natural gas being the much cheaperfuel, homeowners with baseboard heating,
who do not have basements or ductwork may be unable to convert their heating systemto
forced-air natural gas at a reasonable cost.*

These points were also raised by BCOAPO, and the Commission find that they are pertinent.®®

Finally, BCOAPO points out that the Utilities do notappearto talk about the energy efficiency of the dwellings,
whichin BCOAPQO’sview isanotherimportantfactorto consider. BCOAPO furthersubmits that, in recent years,
building codes have imposed increasingly stringent requirements that have the effect of increasing the energy
efficiency of the housing stock.®® The Commission agrees that the increasing energy efficiency of dwellingsisa
consideration, and that the Utilities should consider the need for customers to upgrade existing buildings to the
standard of new constructioninthe design of their DSM programs.

%2 EortisBCRIB Rate Report, p. 22.
%3 BC Hydro RIB Rate Report, p. 39.
64 Marty, October 19,2016 submission, pdf p. 12.
%> BCOAPO November 24, 2016 submission, pp.3—4.
66 .
Ibid., p. 12.
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5.0 Question4-What is the potential for existing Demand Side Management
programs to mitigate these impacts?

Demand-side management (DSM) programs offered by BC Hydro and FortisBC have the potential to mitigate
bill impacts for high-use customers (including low-income, high-use customers) resulting from the RIB rate.
However, there are barriers preventing some customers achieving these benefits, and the Utilities could do
more to increase participation in their DSM programs.

Both BC Hydro and FortisBC offer residential DSM programs for existing homes (as at March 2017) which could
mitigate the bill impact for high-useresidential customers, including low-income customers. The table below

tabulates the existing DSM programs offered by the Utilities:

Table 14: Residential DSM programs that could mitigate bill impacts for high use customers

Existing DSM programs
BCH/FBC home renovation

o a 67
Incentive provided

o Insulation Maximum of: $600 (attic),$1,200
(exterior wall), $1,000 (basement),
$450 (other)

o Heat pump —ductless air $800

source

o Home evaluation $150

o Draft proofing Maximum of $500

o Bathroom fan $25/fan (maximum $50)

o Three or more eligible Additional $750

upgrades

Estimated bill savingse'8

BCH home renovation: $430/year

8.5 year paybackbased on average
customer cost of $3,650

FBC home renovation: $290/year
6 year paybackbased onaverage
customer cost of $1,706

Heat pump only: $627/year
8 year paybackbased onincremental

customer cost of $5,000 (FBC
estimate)

FBC also offers a 10 year loanat1.9%
(up to $6,500) for air heatpumps

Behavioural programs

BCH and FBC offer programs to
encourage customers to adopt
more energy efficient behaviours.

$60/year (BCH estimate)

Appliances BCH: rebate program will returnin BCH: $50/year
May. FBC: $56/year
FBC: $100 /appliance 4 year payback based on customer
upgrade costof $200
Lighting $2 - $10/bulb or pack of bulbs BCH:$15/year

S5 -$820/fixture

$3 —dimmer/timer

FBC: $18/year
2 year paybackbased on customer

purchaseof 3-packof LED bulbs at
$30

Heat pump — water heater
(FBC only)

$1,000

FBC: $161/year

B Hydro: https://www.bchydro.com/powersmart/residential/savings-and-rebates/current-rebates-buy-backs.html
FortisBC: https://www.fortisbc.com/Rebates /Rebates Offers/Pages/Results.aspx?type=homes&city=Kelowna
% BC Hydro RIB rate report, p.41, FortisBCRIBrate report, p. 23.
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Existing DSM programs Incentive providedh7 Estimated bill savingsbu

Heat pump - central air source FBC - $1,200. FBC: $720/year

(FBC only) 4 year paybackbased on customer

incremental cost of $2,991.

FBC also offers a 10 year loanat1.9%
(up to $6,500) for air heat pumps.

Heat pump —service (FBC only) S50

The data in Table 14 show that BC Hydro residential customers participatingin the behaviour, lightingand home
renovation programs have the potential to generate bill savings of $505/year.®® To achieve these savings, the
customerwould have to make an initial investment of $3,680, and hence the payback would be 7.3 years.”®
Similarly, FortisBC customers have the potential to generate bill savings of $368/year based on an initial
investment of $1,726, representing a payback of 4.7 years.”" Installing a ductless air source heat pump could
provide additional savings of $627/year, from an incremental investment of $5,000, representing a payback of 8
years.”?

In addition, BCHydro and FortisBC offer DSM programs for qualified low-income customers, as shownin the
table below:

Table 15: Low-income DSM programs that could mitigate bill impacts for high use customers

Existing DSM programs — low- Incentive provided73 Estimated bill savings74

income

Energy savings kit Free ‘easy-to-install’ energy-saving BCH: $125/year
products such as LED bulbs, high-
efficiency showerheads, and
weather strippingthatcustomers
caninstall themselves

FBC: $177/year

Home energy assessment and Free home energy assessmentand
product installation (ECAP’® basic) the installation of energy-saving
products
Upgrades for non-profit housing Free installation of home insulation, | $683/year
providers and Aboriginal fridge (FBC estimate)

communities (ECAP advanced)

The data in Table 15 show that a low-income BC Hydro customer participating at no cost inthe home energy
assessment and productinstallation program should see bill savings of approximately $125/year, whereas alow-
income FortisBC customer participatingin the same program would save approximately $177/year. ’®

® From Table 14 bill savings: BCH home renovation ($430/year) + behavioural ($60/year) +lighting ($15/year) = $505/year.
7% From Table 14 customer cost: BCH home renovation ($3,650) + behavioural ($0) + lighting ($30) = $3,680. Paybackis
$3,680/5505 = 7.3 years.

"L From Table 14 bill savings: FBC home renovation ($290/year) + behavioural (560/year) +lighting (518/year) = $368/year.
From Table 14 customer cost: FBC home renovation ($1,706) + behavioural (S0) + lighting (530) = $1,736. Paybackis
$1,736/5368 =4.7 years.

"% Source: Table 14.

”® https://www.bchydro.com/powersmart/residential/savings -and-rebates/savings-based-on-income.html

" BC Hydro RIB rate report, p.41, FortisBCRIBrate report, p. 23.

75 Energy Conservation AssistanceProgram.

% To qualify maximumincomeranges from $32,000 for a one person household, to $84,600 for a household of seven or
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FortisBC notes thatits high-use customers are “more likely to be...thosewho have notreduced energy

consumption as much as reasonably possible”’’

and BC Hydro says “the high use group tends to have a higher
proportion of customers who are less likely to exhibit energy conservation related behaviour.””® The
Commission finds this supports the use of DSM programs to mitigate high electricity usage, and hence high bill

impacts.

However, the Commission recognises that the estimated bill savings fornon-low-income and low-income
residential customers assumes the customer: (i) is aware of the existing utility DSM programs; (ii) can achieve
energy savings by participatinginthese DSMprograms; and (iii) has the financial means andincentive todo so
(forexample, does not face low-income/renter barrierto participation). Where these barriers exist,a customer’s
ability to mitigate bill impacts through participation in existing DSM programs may be limited.

To the extentthatthese barriers exist, there are opportunities for the Utilities remove them. Awareness could
be raised, possibly with efforts targeted to areas without access to natural gas and hard to reach customers such
as renters and low-income residents. Also, innovative financing options could be considered to enable more
low-income customers to participate in existing DSMprograms.

In addition, the Commission considers that recentfunding decreases of BCHydro and FortisBC non-low-income
residential DSM programs could also negatively affect participation levels. Appendix E contains an analysis of the
Utilities’ mostrecent DSM expenditure forecasts. The Commission notes the following highlights:

e BCHydro recently proposed a2 percentincrease in DSM program funding for low-income residential
DSM programs to $7.8 million, buta 39 percentdecrease in non-low-income residential DSM programs
to $30.1 million. Thisincluded a 35 percent decrease in the retail rebate program (to $8.1 million) and a
21 percentdecrease in the behavioural program (to $11.1 million). In addition, BC Hydro proposed a
34 percentdecrease in funding for publicawareness and education/community engagement DSM
programs to $20.9 million.””

e FBCrecentlyincreaseditsfunding forlow-income and rental residential programs by 44 percentto
$1.4 million, but decreased funding forits otherresidential DSMprograms by 44 percentto $1.4 million.
Thisincluded a61 percentdecrease inannual program funding forthe home renovation program (to
$0.3 million) and a93 percent decrease in annual program funding for the heat pump water heating
program (with a 2017 annual budget of now $30,000).*

Regardingthe level of incentives provided in existing DSM programs, the Commission notes that the average
cost to BC Hydro and FortisBC of each kWh of energy saved from residential DSM programs (including low-
income programs) is4.1 ¢/kWh and 3.2 ¢/kWh respectively.** The Commission considers that there could
therefore be the potentialtoincrease incentives provided under of existing DSM programs, in particular for

more.
"7 FortisBCRIB Report, p.16.

’® BC Hydro RIB Report, p.25.

7 BCH 2017-2019 Revenue Requirements Application (RRA) proceeding, ExhibitB-9, BCUC IR 184.6.

80 FBC 2017 DSM Expenditures Order and Reasons for Decision (G-9-17), p. 6; Application, p. A2.

81 FBC 2017 DSM Expenditures Order and Reasons for Decision (G-9-17), p. 6; BCH 2017-2019 RRA, ExhibitB-9, BCUC IR
172.1.

BCUC RIB Rate Report to Government 24 March 2017



high-use customers (including low-income customers) in regions without access to natural gas, while
maintaining the cost-effectiveness of the program overall.

Summary of comments of the parties

BC Hydro statesthat withinits current DSM Plan and expenditurelevel, it does not see any significant
opportunity toimprove the uptake of residential DSM programs by high electricity users, orany major barriers
that its current programs do not already attempt to address. BCHydro also states that the letters of comment
received onthis process showed that many customers are aware of their DSM opportunities and are taking
significant steps to reduce consumption.®’ FortisBC did not comment on whetherit could do more to increase
uptake or overcome barriers to participation.

BCSEA and BCOAPO both disagree that BC Hydro can rely on the letters of commentin this processto supportits
view thatthere are no significant opportunities toimprove the uptake of these DSM programs, and both express
disappointmentin FortisBC's lack of comment on whetherit could do more to increase uptake. BCOAPO submits
that thereisreasonable room forthe expansion of BCHydro and FortisBC's low -income DSM programs, and that
low-income awareness of existing DSM programs targeted at this customer classis quite limited. *> BCOAPO also
submitsthat BC Hydro’s Advanced ECAP serves very few customers —50 low-income homes ayear out of 84,777

. 84
low-income customers.

BCSEA submits that ramping up incentives provided in existing DSM programs could incre ase the potential for
DSM programs to mitigate rate impacts.85 RDMW also argues for an increase in DSM incentives to assist
customers mitigate high bills caused by the RIB rate structure, such as incentive levels setat more than

25 percent of the cost.®

BCOAPO submits that BC Hydro could be more pro-active in reaching low-income customers, for example by
seeking out the types of community partnerships that are generally used to deliver low-income DSM, developing
a betterunderstanding of the target market, using billingand payment records to target eligible customers,
increasing efforts to provide DSMto non-profit housing units, and extending low-income DSMto all areas within
BC Hydro’s service territory.®” BCOAPO also notes that some low-income customers do not experience many
savings from the Energy Saving Kits they received from FortisBCas they do not know how to install the items,
which end up “sittingon a shelf.”®*

The Commission finds that the evidence of BCSEA and BCOAPO is more compelling than that of the Utilitiesin
thisinstance. The letters of comment, which BCHydro submits show that many customers are aware of their
DSM opportunities and taking steps to reduce consumption are notarigorous basis for concludingthatthereis
not significant opportunity toimprove the uptake of DSM programs. The Utilities’ own responses to question 3
state that high electricity use is correlated with customers who are less likely to exhibit energy conservation -
related behaviour, orthose who have notreduced energy consumption as much as reasonably possible. The

82 BC Hydro RIB Report, pp. 41, 42.
8 BCSEA November 24,2016 submission, p.14; BCOAPO November 24,2016 submission, pp.13-15.
84 BCOAPO November 24,2016 submission, p.A-2.
8 BCOAPO November 24,2016 submission,pp.12, 13.
8 RDMW November 18,2016 submissionp. 3.
8 BCOAPO November 24,2016 submission, pp.A-4 — A-6.
88 . .
Ibid., p. 15.
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Commissionfindsthatthere are opportunities toimprove uptake of the existing DSM programs, and that efforts
could be targeted to low-income customers and renters facing barriers to participation.

Marty submits that DSM programs cannot significantly mitigatethe adverse billimpacts of the RIB rate because
those impacts have “virtually nothingto do witha customer’s level of energy efficiency.”** The Commission does
not agree, forthe reasons noted above. However, the Commission acknowledges that DSM programs have
limitations, and thatthey are unlikely to mitigate the entire effects of all residential electricity rate rises since
the RIB rates were introduced.

Publiccomments

There was publicinput ona number of topics related to the subject of DSM (Appendix A, section 1.4).

Some customers have reported that their conservation efforts to date, while comprehensive, have notbeen
sufficienttoreduce their consumption such that every RIBrate bill falls belowthe tier 1step. The Commission
acceptsthis, but notes thatthe break-even point where the RIB rate bill is higherthan the flat rate bill is
considerably higherthan the tier 1 step, and also that many customers achieve savings ontheirRIBrate billsin
the summer months that offset higher billamountsin the winter (publiccomments did notinclude references to
annual billamounts, only winter or bi-monthly bills).

Othermembers of the publiccomment that they have now exhausted their conse rvation efforts, and that the
RIB rate istherefore nolongeranincentiveto conserve, as they can do no more. The Commission acknowledges
that, while the purpose of the RIBrate is to incent conservation and efficiency and thatit does benefit the
majority of low-income customers, there will be some customers who are negatively affected by its design. The
Commission suggests that the Utilities investigate new DSM programs targeted to assist these customers.

Comments were alsoreceived from people who felt that they could not access DSM programs because of the
investmentinvolved. The Commission notes that there are programs for low-income customers listed in the
table above, and that these could be better promoted by the Utilities.

8 Ma rty October 19, 2016 submission, pdfp. 17.
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6.0 Question5—Withinthe current regulatory environment, what options are there

for additional Demand Side Management programs, including low income
programs?

There are some opportunities foradditional DSM programs that would benefit all customers, including those
on low incomes. While there are limits on BC Hydro’s DSM funding, there are opportunities for BC Hydro to
reallocate DSM funding within its DSM budget.

Regarding which additional DSM programs could be offered, the Commission considers that, given the high level
of analysis provided by the Utilities, itis difficult to determine where the Utilities’ DSM programs fall short
compared to those offered in otherjurisdictions. However, the Commission considers that the Provinci al dual-
fuel Conservation Potential Review could be a useful starting pointinidentifying new DSMopportunities forthe
Utilitiesto pursue.

At a minimum, evidence provided by the Utilities indicates that additional DSM programs could include a heat
pump waterheater program for BC Hydro and community programs (such as the ‘Energy Diet’ program
previously offered by FortisBC) for both Utilities to raise awareness and participation in home energy retrofits
and targeting specificend uses.

The Utilities could also look to develop DSMprograms intended specifically to assist high-use households
(including high-use/low-income households) located in areas without access to natural gas to reduce their
electricity consumption.

For FortisBC, the currentenvironment would support an expansion of DSMfunding to accommodate new
programs. For BC Hydro, the Commission considers thatthere could be opportunities to move funding from
other DSM programs to support new programs within the existing regulatory framework, while still maintaining
program cost effectiveness and a broad range of measures forall customergroups. The Commission notes that
inthe F2017-F2019 BC Hydro Revenue Requirements Application:

e BCHydro plansto spend 1 percentof residentialrevenues on residential DSM programs, compared to
3 percent forlightindustrial/commercialand 5 percent for large industrial sectors respectively. *°

e BCHydro proposestospend $37.9 million on residential DSM programs (including low-income
programs) at an average cost to the utility of 4.1 ¢/kWh, compared to $38.6 million oninformation
gatheringforcapacity-focused DSMplans with no assumed energy or capacity savings, $99.4 million on
commercial customers with asimilar cost of energy saved (4.0 ¢/kWh), and $138.7 million onindustrial
customers with a cost of energy saved of 2.7 ¢/kWh.”*

The Commission also notes that, undersection 44.2 of the Utilities Commission Act, it cannot direct utilities to
file aDSM expenditure schedule, make additions toa DSM expenditure schedule or change the design of a
particular DSM program. However, the Ministerhasin the pastdirected utilities to undertake specific DSM
programs through the DSM Regulations.

BC Hydro F2017-F2019 Revenue Requirements Application (RRA) proceeding, ExhibitB-9, BCUC IR 176.1.
ot Ibid.,BCUC IR 172.1, 184.6, ExhibitB-1-1, p. 10-43.
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Summary of comments of the parties

BC Hydro’s positionis thatadditional DSM programs are not warranted at this time as: (i) increasing the overall
level of DSMfunding foradditional programs would place upward pressure onrates overthe 2013 10 Year Rates
Planas it would increase utility costs and reduces sales; and (ii) s hifting program funding from other DSM
programsto supportthe new programs could decrease program cost-effectiveness and putat risk BC Hydro's
objective to maintain a broad range of measures forall customergroups.

The Commission agrees with BCHydro that the 2013 10 Year Rates Plan limits the ability of BCHydro to increase
itsoverall level of DSM funding. However, the Commission disagrees that there are no opportunities to move
funding from other DSM programs to support new programs.

FortisBC’s positionis that the currentregulatory environmentis supportive of additional DSM programs,
including low-income programs (aslongasthey are cost effective). FortisBCalso notes thatit has previously run
a number of successful campaigns, including broad-based community Energy Diets to raise awareness and
participation in home energy retrofits, and targeting specificend-uses such as laundry.’®> The Commission agrees
with FortisBC, but also notes concernraised by the Commissionin previous proceedings that FortisBC's DSM
proposalsfall short of addressingthe range of DSM possibilities that could be pursued. Forexample, although
FortisBC proposed spending on low-income DSM programs increased by 44 percent for 2017 (from $0.95 million
to $1.37 million), proposed spending on other residential DSM programs decreased by 44 percent (from

$2.38 million to $1.35 million), with a 19 percent decrease in residential DSMfunding overall.**

BCSEA disagrees with BCHydro’s position that there are no significant opportunities to add to or modify the
DSM planto targetthe key drivers of high-energy use, in particular forlow-income customers and those without
access to natural gas. BCSEA also disagrees with BCHydro’s position that such changes are not warranted at this
time, and submitsthatthese issues are to be determinedinthe BCHydro F2017-F2019 Revenue Requirements
Application proceeding. BCSEA agrees with FortisBCthatthe current regulatory environmentis supportive of
additional DSMprograms, including low-income programs, as long as the measures are cost-effective on a total
resource cost basis.”

For both utilities, BCOAPO states that given the high-level descriptions provided of the programs offeredin
otherjurisdictionsitis notimmediately evident how the scope (e.g. measuresincluded, planned installs per
year, etc.) of the programs offered in otherjurisdictions compare with the scope of BCHydro and FortisBC's
programs, particularly forthe low-income programs. As a result, BCOAPO submitsthatin suchinstances, itis not
possible to judge whether BCHydro or FortisBC’'s programs compare favourably with those in otherjurisdictions,
particularly with respect to those programs targeted at the factors identified as leading to high electricity use. *

BCOAPO recommendsthatthe Commission’s reporttothe Minister notes that while BCHydro and FortisBC’s
DSM programming addresses many of the characteristics of high-use customers and many of the same areas as
those of other utilities, itis not evident that the scope of their programs are as comprehensive as those offered

°2 BC Hydro RIB Rate Report, pp. 44, 45.

%3 FortisBCRIB Rate Report, pp. 24, 25.

%4 FBC 2017 DSM Expenditures Order and Reasons for Decision (G-9-17), pp. 6, 10.
%5 BCSEA November 24, 2016 submission, pp. 14, 15.

% BCOAPO November 24,2016 submission, pp.17, 18.
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by others. BCOAPO recommends that the scope of FortisBC's DSM programs be reviewed in FortisBC’s long-term
electricresource plan, and that the Commission should consider whether there isaneed for closer scrutiny of
BC Hydro’s current proposed DSMplan in the F2017-F2019 Revenue Requirements Application proceeding.’’

Marty submits that DSM programs cannotsignificantly mitigatethe adverse bill impacts of the RIBrate as the
bill impacts have virtually nothing to do with a customer’s level of energy efficiency. *® Marty further submits
that, if the currentenergy-using equipmentinthe house isrelatively new (i.e. less than 15 years old), the DSM
program would have to offer major financial subsidies to make its replacementan economic proposition.*’
RDMW submits that targeted DSM programs (regions with no access to natural gas and a higherincidence of
single family housing) providing subsidies of more than 25 percent of the cost for heat pumps and on-demand
and solarassisted hot water tanks could assist customers mitigate high bills caused by the RIBrate structure. **

Publiccomments

Several publiccomments were received with suggestions for programs that would further reduce electricity
demand (Appendix A, section 1.5). These included financial incentives for customers to install theirown clean
energy generation capacity, and to promote and expand the use of net metering solutions. The Commissionis
supportive of the Utilities mitigating market barriers to small clean distributed generation.

7 Ibid

% Ma rty October 19, 2016 submission, pdf p. 17.
i Marty October 15, 2015 submission, p. 3.

190 R DMW November 18, 2016 submission p.3.
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APPENDIX A — Public comments

Below isathemed summary of the publiccomments received through the two publiccomment phases held by
the Commission regarding the impact of RIB rates and the public’s awareness of ways to mitigate the impacts.

669 letters of commentwere received and entered into the record as part of this process, 16 of the letters were
fromregional districts, townships, and other groups. The Minister’s letter suggested the Commission seek
comments from ratepayersinregions notserved by natural gas regarding the impacts of conservation rates and
awareness of ratepayer mitigation options. Most of the comments highlighted concerns on the RIB rate.

The followingthemes emerged from the comments:
1. Large electricity bill increases sincethe implementation of the RIB rate and its impacts;
2. TheRIB rate lacks consideration fordiversity of the residential customer class;
3. Pricingsignal and impact on fuel switchingto high-carbon sources;
4

Effectiveness of electricity efficiency upgrades and energy conservation behaviour to mitigate high
electricity bills;

v

Demand-side measures and self-generation possibilities;
6. Proposed modificationtothe RIBrates; and

7. RIBrates promote conservation.

These themes are discussed furtherin the following subsections, and quotes fromthe lettersare included to
illustrate eachtheme.

11 Large electricity bill increases since the implementation of the RIB rate and its impacts

In the letters of commentreceived, customers express that they have experienced increases in their electricity
bills since implementation of the RIB rates. Many customers present analysis of their bills pre- and post-RIB rate
implementation and express frustration that despite decreasing electricity consumption, their electricity bills
have increased. Eight-two of the letters of comment received were from customers who indicated they are on a
fixedincome and thatelectricity bill increases due to the RIB rates are especially difficult forthem.
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lllustrative quotes
Bill increase
e N

Before the two-tierresidential electricity rates were introduced, our bill for2months during
the coldesttime of the yearwas $525. On that basis we decided to stay with electric (heat
pump) heating system when we builtanew energy efficient home. After the residential two -
tierrateswere introduced our electricity bill during the coldest part of the yearwent up to

$1700-1800 for2 months.
g J

e N
Between 1993 and the time of B.C. Hydro introducing their 2 tiered rating system, our annual

electricity costs never exceeded $900 peryear. Since introduction of this new billing platform
our annual costs from 2008 through 2015 averaged $1392.87 per annum or a 50+% increase.
Accordingto our bi-monthly Hydro bills our “Daily Average Consumption” billing period to
billing period is exactly the same yeartoyear.

. J

- N
Aftermovingin, our first winter months’ electricity consumption (Dec 16, 2011 - Feb 16,

2012) was 9308KW. Whereas, last winter's electricity consumption (Dec 16, 2015 - Feb 16,
2016) was 6899KW, a decrease of 26% since we movedin! And yet we paid $1021 forthislast

period as 74% was in Block 2!!
- 4

e N
a) our power consumption has remained steady andinfacta trendline shows our usage

decliningslightly overtime, b) inthe winter months our consumption increases by a factor of
10 compared to summer (heatingimpact), c) in the winter months - 94% of our po

wer consumption fallsinto Tier 2rates, d) using 2007 (year we moved in) asthe base our
annual power $ have gone up 87% ina cold winter (2013) while ourtotal annual consumption
has infact beentrending downwards! An 87% increase over 7years iswell above the rate of
inflation/wage growth and has the making of a money grab.

/ 4

Impact on affordability and comfort

4 N
Im on a very limited income of $S900. | pay equal payments of 100S a month yearround. In

the warm months step 1rates are neverexceed. Overall electricity as frugally used as
possible. Even with equal pay plan there are often extraamounts billed to make up billing
shortfalls once ayear. This years total of $178 was extremelyhard to pay from my very strict
budgetand was covered by groceries money. Cupboards are empty. The stress was

overwhelming and affected my head injury very badly.
- J?

Mathes, A. Letter of Comment E-226, August 15, 2016.
English, F. Letter of Comment E-214, August 24, 2016.
Barlow, W. Letter of Comment E-26, August 2, 2016.
Arnott, C&B. Letter of Comment E-320, September 2,2016.
> Sha rp, S Letter of Comment E-92 dated August 11, 2016.

B W N R

BCUC RIB Rate Report to Government March 2017



APPENDIX A
Page 3 of 19

e N
There are only two of us (average age 80) living here who close off all the heatin all

bedrooms but one upstairs sothe furnace is only heating one bedroom and one bathroom.
We keep the temperature during the day at 20C and 16C at night but nothingwe do is helping
to lowerourhydro bill and it always feels cold. Our bill from January 15 to March 15 last

winterwas $1,186.00.
N\ JE®

The impact of the two-tier billing systeminthe winter periodisdrastic. | wearlong
underwearinsidethe home and when I rise inthe morning, | put on a hat and coat until the
temperatureisupto 18c. Aswe have an air to air heat pump it takesfromone to two hours
(subjecttothe outside temperature) to raise the temperature to 18c inincrementsof 1/2 ¢
to avoid usingthe electricback up heaters which all heat pumps engage when too much
additional heatis called foratonce. Electricresistance heatingisfrom 150 % to 200 % more
expensive thanthe heat pump alone. We have ourelectrichot wateron a timerand have 4
hours of heatinginthe morningand againin the evening. We seldom use the electricstove
and instead use foods that we can cook inthe more efficient microwave. We support
conservation but the RCRfails to be fair.

- Z

Impact on customers with inability to use alternative fuel

“The majorreason 70% of my electricity consumptionisin Block 2 is because | use electricity
for space and waterheatingand to pump waterfrom my well. Space heating accounts for
59% of the energy requirements of an average single detached home in BC. Water heating
accounts fora further 18%. Customers who use natural gas for space and water heating
(mostresidentsinurban areas) can therefore maintain virtually all of theirelectricity
consumption atthe Block 1 rate. Since the introduction of two-tier rates, such customers

have seenanincrease intheirelectricity rate of only 4% (compared to my rate incre ase of
44%).”
s

As we do not have access to natural gas in our community, seven years ago we purchased an
air source heatpumpin an effortto limitourelectrical consumption. We also had an energy
auditdone on our house and subsequentlyinsulated our basementand upgraded the
insulationin ouratticto improve our energy efficiency. The heat pump helped reduce our
electricity costs, however, our winter heating bills weresstillvery expensiveand we had to
resortto supplementing with wood heat. A comparison of ourJune-August 2009 power bill

with the same period for 2016 shows that our Fortis bill hasincreased by 235%. .
- /

MacKinnon, S Letter of Comment E-128 dated August 14, 2016.
McGinnigle, ). Letter of Comment E-218, August 25, 2016.
Marty, N. Letter of Comment E-154, August 17, 2016.

6
7
8
o Work, M. Letter of Comment E-290, August 31, 2016.
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(

Financial incentives were offered to builders and initial ownersthat determined that hydro
became the preferred energy source forhome heating. Oursingle family homewas designed
withthisin mind. It does nothave a basement below the living quarters (slab on grade). This
configuration does notallow forthe installation of retrofitted ductwork to facilitateareturn
air and forced heated airdistribution system. Therefore, amore economical natural gas
heating systemis notfeasibleat this point. We have been repeatedly shocked by our
electricity chargesinthe winter. This higher cost has made it difficult for me (a pensioner)
and my wife (disabled for many years).

/10

In 2012 we invested in costly upgradesforourolderhome builtin 1977, as recommended by
the LiveSmart BC program promoted by Fortis BC. We installed anew furnace and heat
pump, new atticinsulation, and new low flow toilets, and we have implemented a variety of
energy-saving measures such asinstallingasplit unitin our bedroom which serves asour
primary AC and heating unit, washingin cold water, lowering the furnace thermostat, only to
find that despite achieving sometimes as much as a 40% reductioninourenergy
consumption, ourbills continue to rise and we are still being charged adisproportionately
highamountbecause we do not have access to gas.

/11

Impact on customers with electrified and/orenergy efficient homes

~N
In 2010 | decided to make a large investment (for me) and purchased an air source heat

pump system for my home to cut my energy costs and do the right thing by doing my part by
becomingamore 'green'consumer. | actually got the idea fromthe BC Governments website
suggestingthis. When the two tiered billing system wentinto place shortly afterlinstalled
the heat pump electricity bills skyrocketed to whatis now our families largest expense per

kyear. o

We live inahouse withoutductingandinJuly, 2010 we had a ductless heat pump system
installed due to the high power consumption during the winter from baseboard heating. The
ductless heatpumpisa wonderful optionto decrease power consumption. Compared to the
five years before the heat pump, we now use 21.5% less poweron a yearly basis. The
difference between the heatingmonthsisimpressive. We now use 4098 kWh less power
between November and March. We paid $500 less forelectricity during the year after
installing the heat pump compared to the yearbefore. Of course this was priorto the two-
tierbilling system. We paid $500 more peryear afterthe two tier system came into effect
Q:iespite havingthe heat pump.

/13

10 Underwood, J Letter of Comment E-528 dated November 19, 2016.

1 Manea, B and Wiener, S. Letter of Comment E-107 dated August 12, 2016.
12 Comeau, M. Letter of Comment E-51 dated August 8, 2016.

13 Jones, R. Letter of comment E-68, August 10, 2016.
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When first moved to our last house outside of Parksville, the initial 2 month winter bills we
got were forapprox. $540.00. | change overto florescent lights, putatimeron our furnace
(electricfurnace), manage to get two childrento move out on their own reducing showers
and laundry and | brought my Hydro bill down to approx. $420.00 for a two month winter
period. Thenthe twotiered system came outand with electricheat you have no chance of
stayingontier#1, so my bill wentback up to $620.00 for a two month period. So much for

being powersmart! >
- /

e N
We can only do so much up inthe rural parts. I've already spentabout $10,000 on upgrades
to a heat pump, ledlightingand insulation upgrades. I still have to burn wood in the winteror
my bills would be around $1,200 to $1,500 duringthe winter months.

~ P

15

1.2 The RIB lacks consideration for diversity of the residential customer class

Customersraised anumber of factors that contributes to the difference in electricity usage at each dwelling,
includingthe fuel type used for heating, availability of alternative fuel options, feasibility of fuel switching,
differentenergy needsin rural areas, size of homes, number of residents per premise, and climate differences
due to varying geographical locations. Customers raised that having the same electricity usage threshold to be
charged undertier1 ratesfor all residential customers, without consideration of different circumstances, is not
appropriate. Forexample, rural customers expressed that they must use more electricity than others forbasic
household functions such as water pumps, and customers with multipleresidentsin one dwelling expressed that
they must use more electricity than others becausethe rate isapplied per dwelling without takinginto account
the numberof residents.

lllustrative quotes

General comments

\

The policy fails to achieve its stated goal of conservation because whileit does provide an
incentive to use less, itdoes not differentiate between the reasons certain customers use
more than others. The rate is based on use per meter, ratherthan percapita consumption.
As aresult, ahousehold of four personsis more likely toinvoke the highertierrate even
whenthey use farlesson a percapita basis as a result of their conservation effortsthanisa
household of one ortwo persons. If that same household of fourwere to splitinto two
households of two people each, they could consume more electricity and still stay withinthe
lowertier.

k /16

14 Armour, K. Letter of Comment E-410, October 21, 2016.
15 Montogmery, G., Letter of Comment E-63 dated August9, 2016.
16 Mclnnes, C. Letter of Comment E-408 dated October 20, 2016.
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Two-tier pricing, as a conservation initiative, only worksifitis applied toahomogeneous set
of residents. Inthat situation, ahigh level of consumption can be viewed as a proxy for
energy inefficiency. But thisis clearly not the situationin BC, where there isa very wide range
among electricity customersin theiractivities (space and water heating, pumping water,

~N

heated barns etc) and circumstances (e.g. outsidetemperatures in winterand summer).

~ J

Areasw

ith vs. without fuel alternatives

~

~

e B

- J

| feelincliningblock rates are fair but | strongly urge the BCUC to establish Tier One and Tier
Two ratesfor (in ourcase) BC Hydro which take into account the necessity of using electricity
or #2 oilinareas where no natural gas is available for heating.

J

The introduction of RCR's has been grossly unfairforresidents of homes with electricheating,
especially forthose with no access to natural gas. Inthese casesit hasled to dramatic
increasesin electric costs with no meaningful way to conserve. RCR's have also been unfair
relative to the electriccosts homes with natural gas enjoy. Theyincurblock 2 rates less often
and theiroverall cost of electricity is much less, providing littleincentive to conserve.

...our home was builtinthe 1980s when BC Hydro was promoting "all-electric" homes. That
means ithas no ductingor vents for furnace heating; in fact our minimal crawl space
wouldn'tevenaccommodate afurnace. So effectively | have no natural gas option forspace
heating... Part of the incentive for building/buyingan all-electrichome was a two-tier rate
where the second tierwas lower. The theory was that the first tier supported the electricity
needs of homes heated by oil orgas (or wood), and the second tier made all -electrichomes
economical. That "fair" approach was made unfairwhen Hydro switchedtoa one tier
system, and subsequently made even more unfairwhenthey went back totwo tiers, but
withthe secondtierhigher.

Energy needsinrural areas

heating).
-

The RIB, as structuredignoresthe factthat thereis a small percentage of BCresidents (often
rural) who use electricity for space and water heating and will, regardless of their efficiency
levels, always consume farmore electricity than the BCaverage. Thisis because most BC
residents, particularly thosein majorurban areas, have access to natural gas and use that
fuel forspace and water heating, significantly reducing theirneed to consume electricity
(since 75% of the average energy use insingle detached homesin BCis for space and water

J

17 Marty,

N. Letter of Comment E-154 dated August 17, 2016.

18 Sexs mith, F Letter of Comment E-24 dated July 29, 2016.

1% Rudzck
20 Day, M
*! Gabelh

i, D Letter of Comment E-13 dated July 25, 2016.
Letter of Comment E-50 dated August 8, 2016.
ouse, R. & J. Letter of Comment E-6 dated July 21, 2016.

17

18

19

20

21
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e A
It isnot possible forrural customers with noaccess to natural gas and who also have to

provide theirownindustrial-like water systems and night time lighting and may have livestock
animalsto care for to live withinthe tier 1allotmentand have areasonable lifestyle...

22
- J

e N
We liveinarural area of, British Columbiathatis not serviced by city water or sewer. This

means that we must have electrical pumps to supply waterand treat our sewer. We also do
not have access to natural gas. All our heating, hot waterand cookingrequires electricity, If
the two tierelectrical policy does not take this factinto consideration, rural properties are
unfairly treated[.] Rural residents move to the more expensive electricity sooner because of
this unfair application of the second tier electrical rate.

\ J 23
Dwellingsize
\

This two tiersystemis unfair because ittakes no account of house size or how many people
are inthe house usingelectricity. My house has six bedrooms with six people using the
servicesso | will consume more electricity - is this a sin that needs to be punished. had an
old rental unitin downtown Penticton with baseboard heaters, which are very inefficient, but
because the bill was less than 1600 kWh there was no need to improve orconserve. | fail to
see how this new system encourages conservation and if you have alarge house well then

justpay up evenifyouare consumingless power perpersonthana smallerhouse!
-

(

Theissueis, with 2 households living off one meter we reach the second tier, and therefore
pay the higherrate, much soonereach billing cycle than either household would separately.
As puttingin a separate line tothe home was not an option, we feel we have been trapped
into paying higher hydro fees. Inamarket with very few rental vacancies, and home
purchases not beingan optionformany people, itisa shame to penalize home owners that
are investinginlegalsuitestorentout. | understand thatany home withanin-law suite of
thiskind would be inthe same situation. Though |l understand the need for 2 tierrates, |
believethe systemshould be altered slightly for suited home with one meter.

24

N

/25

Difference due to customer needs

e N
This system unfairly targets Seniors and families with children, asthey are bound to need

more electricity thanin a single ortwo person adultresidence. Also seniors are targeted. My

wifeisinhermideighties and like mostseniors, she feels cold easily... Most seniors need less
sleepandsoturningdown the heat at nightjustdoesn’t work...Our Premier promised that it
would be families first when she was elected, solet’s be fairto families and delete the two

tierrate fee system
\ / 26

22 DeCock, J. Letter of Comment E-256 dated August 28, 2016.
23 Mennie, S. Letter of Comment E-396 dated October 18,2016.
2% Jevons. Letter of Comment E-416 dated October 17, 2016.

25 Rodall, A. Letter of Comment E-503 dated November 7, 2016.
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| own and operate a wood manufacturing and residential design business thatisalsohome -
based. | have a large workshop full of electrical machinery and a kiln-drying room. My wife
makes prepared foods for weekly marketsin ourkitchen, and this businessinvolves
substantial cold storage and cooking/baking. Since all the Hydro for our home and busin esses
run through one meter, our Hydro bills are HUGE, especially since most of the consumption
isbilled atthe higherrate...| would like to see some recognition by BC Hydro for home based
business consumption of electricity. Itis not practical in our situationto have multiple
meters onour property to separate business use from domestic use, since thereisnoclear
boundary between the two, and the infrastructure change costs are high. We are thus
trappedinto payinga very high price for ourelectrical consumption.

/27

Geographical differences

I liveina high alpine zone with an average winter temperatures between -4to -10C and can
therefore neverreduce my energy consumptionto the 'average'rate, no matter whatenergy-

saving measures | take.
28

1.3 Pricing signal and impact on fuel switching to high-carbon sources

To save money ontheirelectricity bill, customers report switching to natural gas, propane or wood to heat their
homes butthey express concern about these fuel sources’ carbon emissions and their effect on air quality.
Customersalso express concern about a perceived contradiction that the RIB rates are designed to achieve
environmental benefits through electricity conservation but the rates resultin behaviour with increased carbon
emissions. Customers also express thatthe RIBrates are a disincentive toinvestin electricvehicles.

lllustrative quotes

Pricing signal of the RIB rate

e N
The only othersources of energy we could use to heat ourhome at this time are oil or wood,
however, as neitherof these are in keeping with the BCgovernments commitment to
increasingthe use of clean energy, one would hope to be rewarded ratherthan penalized for
choosingelectricity as an energy source.

L )29

e N
People were encouraged to use electricheat, asit was cleanerthan wood or gas. In the past
there was a half price system offered as an incentive. However this was discontinued and no
longeravailable to later users of electricheating.

~ P

30

26 Alden, J Letter of Comment E-530 dated November 16, 2016.

27 Shipway, D Letter of Comment E-44 dated August 6, 2016.

28 Benedet, A Letter of Comment E-174 dated August 21, 2016.

29 Cline, B. Letter of Comment E-48 dated August5, 2016.

30 Milburn, M Letter of Comment E-534 dated November 15, 2016.
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e N
From an environmental standpoint this punitive rate structure encourages the use of

alternate heatsources, primarily the cutting down of trees and use of wood stoves but also
burning of pellets, refuse and | am sure in some areas of the province - coal. This negatesthe

green philosophy upon which Hydro base their RIBrate.
- 4

It ismy belief thatthis system unfairly promotes natural gas heatingand is huge dis-incentive
for people who wishtoadoptelectriccars. Itis unfairthat the governmentisallowingsucha
punitive pricing structure for green alternatives that should be generating carbon credits,
while atthe same time notimposing a progressive carbon tax on conventional energy
sources. The playingfield needsto be atvery leastleveled and potentially reversethe pricing
to give creditsto those people not burning natural gas or conventional fuelsin electric
automobiles. I finditamusing the BCHydro publicly promotes electriccars but by theirown
pricing structure are providing huge disincentive to adoption.

/
e N
We will not have an electriccar any time soon since the RCR pricing prohibits decent house
heating. More electricload is too expensive. Instead we will continueto use our 1997
gasoline mini-van which has a single level of fuel costand is subject to the basic law of
demand (when the price goes up pasta reasonable amount, then consumption decreases)
- 4
e N
Indeed the RIB/ Residential Conservation Rate encourages peopleto burn fossil fuels with
theirconcomitant pollution and Green House gas emission consequences. These high costs
are turning people backto burningwood, fibre and coal pellets and even waste oilfuels.
These are retrograde steps directly harmful to the energy and environmental objectives BC.
- 4
Customerfuel switching to higher carbon sources
e N

| am inthe processofinstallingafanin my propane fireplace, sothat| can get more
supplemental heatfromitand hence lowerthe thermostat further on my geothermal system.
Unfortunately, greater use of the propane fireplace in place of my geothermal heat pump will

resultinincreased greenhouse gas emissions but | have no otheroption.
~ Y

e N
We considered supplementing our wood burning stove so our house was more comfortable

by installinga ductless heat pump system, but the heat pump uses electricity to help convert
the air to heatso runningitwould be unaffordable, as the electricity it uses would be at the
Block 2 rates. Burning wood is more economical for us due to the cost of electricity even

though | know the adverse effects wood burning has onthe environment.
. J

31 McGovern, P Letter of Comment E-111 dated August 12, 2016.
32 Hunt, G. Letter of Comment E-547 dated November 21, 2016.
33 McGinnigle, ). Letter of Comment E-218 dated August 25, 2016.
3 McKenney, M. Letter of Comment E-16 dated July 22, 2016.

35 Marty, N. Letter of Comment E-154 dated August 17, 2016.

31

32

33

34

35

36
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e N
As a result, we have resorted to burningmore wood in 2 wood fireplacesin orderto keep

warm andto try and keep our hydro bills under control. | would surmise that our bills would
be over $900/month duringthe winterif didn't do this. Of course, we are now pumping extra
carbon dioxide and particulate matterinto the atmosphere.

L /37

/
Furnaces, water heaters, stoves/ovens, bbq's, clothes dryers must all be serviced by

electricity oralternately by fossil fuel (propane). Using propane to reduce electrical
consumptionis contrary to world opinion regarding climate change and fossil fuel reduction
targets. Travel costs fordelivery, volatile market prices, equipmentrentals all add to direct
extra costs for BC residents forced to move tofossil fuel (propane) to reduce electrical
consumption so thatthey may reap the same benefits afforded all urban residents and those

with natural gas delivery...We have no alternative otherthan increasing our carbon footprint. .
- /

e N
| used to heat mainly by electricity but since BCHydroinstituted asecond step with ahigher

rate | have now switched to wood for most of my heating needs. I realize thisis not
environmentally friendly and is alarge source of greenhouse gases butas| am on a low fixed
income and own acreage withtimber|have optedto cut treesformy heatingratherthan

going hungry or forgoing other necessities in orderto pay the high BC Hydro heating bills.
\_ W, 39

Environmental impact from fuel switching

The following explains my experience with the conservation rate. In our house we have a
natural gas furnace as well as an air-source heat pump. Until BC Hydro introduced the
conservation rate structure, we heated our house primarily with the air-source heat pump
with the natural gas furnace beingin place as a back-up heatsource. An airsource heat
pump uses considerable more electricity than a natural gas furnace, but reduces ourannual
greenhouse gas emissions by approximately 6,000 kilograms. However, with BCHydro's
conservation rate, itbecame considerably more costly to hear our house with a heat pump
and we have heated our house with natural gas since 2009. As a result, ourannual carbon
dioxide emissions have increased by approximately 6,000 kilograms peryear with use of
natural gas comparedto a heat pump. Since 2009, that has resultedin over 40,000 kilogram
Q)f carbon dioxide emission. Y,

40

e N
Since this 2 tier system came into effect and the recentincreasesin rates the amount of wood
burningin the community hasrisen to an alarming rate —meaning smoke and breathing
problems are now increased.

~ P

41

36 Forster, R. Letter of Comment E-66 dated August9, 2016.

37 Wright, J. Letter of Comment E-60 dated August 8, 2016.

3% Leffingwell, G. Letter of Comment E-58 dated August 8, 2016.
39 Spring, C. Letter of Comment E-189 dated August 22, 2016.
a0 Shead, R. Letter of Comment E-432 dated October 23, 2016.
M Collins, J. Letter of comment E-105 dated July 22, 2016.
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e N
The Government has encouraged the BCUC to implementthe RIB as part of its clean energy

policy. However, the consumption of hydroelectricity produces no greenhouse gas emissions
and the RIB, as structured is making rural electricity consumers switch to wood-burning which
produces greenhouse gas emissions and avariety of otherair pollutants.

. J

v )

any households have afireplace orstove thatis burning almost continuously through the
winter months. There are some consequences to this:

42

e Greenhouse gas emissionsincrease.

e Insome cases, internal air quality suffers. Thisis particularly true where the home
doesnothave a sealed fireplace insert or high quality stove. These conditions are
more likely to be seeninlowerincome housing

e Airqualityinthe area suffers, due totheincrease in particulates, etc. thatare
released and trappedinourvalley.
So, for those who most struggle to pay theirelectricity bill, they are faced with an
unfortunate choice: stick with clean electricheat but pay a lot, or save money butsuffer
from poor air quality and contribute to climate change. Thisis not the kind of choice we

@ould be puttingto our fellow citizens. / s

14 Effectiveness of electricity efficiency upgrades and energy conservation behaviourto mitigate
high electricity bills

Customers expressed thatforthose who either have an existing energy efficienthome, or have responded to
the RIB rates with additional energy efficiency upgrades and conservation behavioural changes, demand -side
management (DSM) has been ineffective in reducing energy consumption to within the tier 1 consumption
threshold and reducing electricity bills. Customers with electrified homes and electricity efficiency upgrades
installed priortothe RIBrate expressed frustration that, with the higher cost of e lectricity underthe tier 2 rate,
theirfinancial investmentto electrify turned out to be higherthan what they budgeted for. Other customers
expressed thatthere are no additional energy efficiency upgrades they canimplement to furtherreduce
electricity bills. Some low-income and rental customers also raised that they do not have access to DSM.

42 Seghal, A. Letter of Comment E-5 dated July 20, 2016.
3 Nott, R. Letter of Comment E-440 dated October 25, 2016.
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lllustrative quotes

DSM ineffective in reducing energy consumption to within the tier 1 threshold

~ N
We have putin a high efficiency electricboilerwithin floor heatingand on cooler winter

evenings we burn wood to supplement. We have participated in the reduce energy challenge
by 10% per yearand have always exceeded that. We considerourselves to be power smart!
(soundslike agoodlogo...). We have no problemsin the summerwith staying well within the
reasonably priced level 1. Butthenthe winter comes and no matter how hard we conserve,
short of wearing parkasinside, we go overthe level 1tierto the much higher price level 2

tier.
\ J 44

e N
My experience has beenthatevenifyoureplace olderstyle lighting with LED, increase

insulation, replace all the windows with E2argon windows, keep heat at sixty degreesin the
winter, only wash on cold cycle, do not use a dryer, and do otherupgrades yourelectricity

consumptionisstillinthe twotierrate.
. J

- )

n late 2013 my wife and | replaced all of our old inefficient aluminum frame windows with
energy starrated windows. As well, we installed a high efficiency Mitsubishi split-ductless air
source heat pump inan attemptto offsetthe high cost of our electricbaseboard heaters.
Both of these were done ata cost of $7600 - an onerous expense fortwo retirees. We had
thiswork done with the hope of bringing our consumption underthe 1600 kWh ceiling for
tier1 rates. We can prove by looking at previous kWh/day consumption figures from our
FortisBCElectricity bills that we have been successfulin reducing our consumption on
average by 15 — 20 %. This s a significant savings in consumption. We have also undertaken
otherless expensive measures toimprove ourhome’s energyfootprint. In fact with an
energy auditwe were advised that ourhome has an EnerGuide Rating System of 74 whichis
the top of the range for an energy efficient upgraded older house. Itisimpossibleforusto
undertake any furthersignificant energy use improvements for this building. Thatleaves us
with an energy efficient home that can not achieve consumption underthe 1600 kWh ceiling
Kdurmzthe winter months. / i

45

e N
We have investedin Energy Starappliances, changed many fixtures to either LED lights or
energy savings bulbs, washingis done using cold water and drying outside, if at all possible.
Evenso, our2nd tierrate still ends up beingaround 2000 kWh with each billing.

~ P

47

** Hollo, T., Letter of Comment E-18 dated July 29, 2016.

*> Rocka ndel, C. Letter of Comment E-417 dated October 20, 2016.
a6 Abbott, R. Letter of Comment E-525 dated November 20,2016.
d Finlay,R. Letter of Comment E-242 dated August 29, 2016.
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DSM ineffective in reducing electricity bill

\

We quickly learned that our Hydro bill was incrediblyexpensive. Our first BC Hydro bill for
the Nov 10/2011-Jan 10/2012 period wasover$1,100. We called BCHydro thinkingitwasa
mistake. Itwasn’t. | took all of theiradvice regarding on how to save on our bill. Since then
our TV, cable, modem, all computers and lights are on various power bars which are always
turned off until they are used. We installed foam-backed curtains to keep the cold back;
replacedthe front doors and some windows; replaced the entire heating system (twice); put
on anewroofand replaced the old skylights. Inaddition, in the winter we shut down the
bottom floorand turn everythingdown to 5C there justsothingsdon’tfreeze. The 2 extra
bedrooms are closed with the heatdown to 15C. We removed the old fireplace and installed
an energy-efficient woodstoveto supplement the living area so that the electricheat can be
turned down in the afternoons and evenings. Our bill for Nov 2015-Jan 2016: $1,004. We
Qan’t seemtowinduringthe heatingseason. /

48

Cannotrecover cost of energy efficiency improvement through energy savings underthe RIB rate

/

Our home was constructed in 2006, to an R2020 energy standard, with Insulated Concrete
Formed walls with R16 rating, along with state-of-the-art energy conservation technology
incorporatedintothe design of the home. Thisincludesanin ground geothermal heat pump
system which of course isoperated on electricity, triple pane argon-filled glassin the
windows; and extrainsulationinthe atticarea. The geothermal heat pump wasa
conservation measure recommended by the BCgovernmentat the time that we were
designingthe home....it cost > $30,000 to install, and so far due to the high cost of electricity
we question whetherthatinvestment was worthwhile, since energy costs have beena
escalating negativedrain on ourfinances, even though ourhome is state -of-theartenergy
efficient...Since movinginto the home in early 2007, we have experienced an 108% increase
inour electrical energy costs...During the period that we have lived in this home we have
conserved electrical energy. Forexample, in 2016 we will use 23 % less electricity (33,798

Qotal kw/ hr 2016 (estimated) vs 44,082 kw/ hr in 2010). / 45

~

Our home was builtto relatively high energy efficient standards and incorporates an N
environmentally responsible private waste water management. Heating and climate control
isprovided by a fully programmed electricvariable speed Infinity Greenspeed heat pump.
We use the setbacks. Hot water is generated with a propane Condensing 98% on demand
tankless system, our stove/ovenisdual fuel, and most of ourlighting is LED driven.
Appliancesand electronics are relatively current and energy efficient. In service of the
environment we installed a programmed BioMicrobics MicroFAST Residential Wastewater
Systemthatis environmentally superiorto regularsepticsystems. It does howeveruse a
24/7 220 electrical load. The pointin describing thisis to show that we have taken steps to
investin energy efficiency and the environment. Even with this electrical power use places
Qs inthe Tier 2 rate zone. Our winter billings are more than 50% at Tier 2. r

48 Atkins, A. Letter of Comment E-94 dated August 11,2016.
49 McKenney, M. Letter of Comment E-16 dated July 22, 2016.
50 Dickson, D. Letter of Comment E-112 dated August 12,2016.
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| researched the most energy efficient heating and cooling systems for our new home and
justified the extra $20,000 for the best system available aswe don’t have access to natural
gas. We had the bestinsulationinstalled. Allourlightingis LED technology. Highly efficient
windows and doors used. The household appliances are all new and to the highest efficiency.
We alsoinstalled 22 solar panel at a cost of $28,000...Building an energy efficienthouse was
our numberone priority. We wanted to conserve energy yet our electricity bills are always

higherthan we everimagined or budgeted for.
k / 51

Lack of opportunitiesto furtherreduce bill

\

| have taken the steps available to me to mitigate these bill impacts —e.g. turningdown my
thermostat; washing clothes on the cold cycle —but such actions have had little impact on my
bill. My house was constructedin 1977, is well insulated, and heated and cooled by a
geothermal heat pump (the option recommended by governments forits efficiency and
environmental benefits). My upperfloor does not have ducting from the heat pump and has
electricbase board heatersinstalledinthe 4rooms. There is virtually no opportunity to
reduce my bill through improving the energy efficiency of my house without costing me tens
of thousands of dollarsin renovations.

/52

e N
When we builtourhouse | actually called BCHydro to find the most efficient heating system

and was toldto go within floor hot water heat which | installed according to their
recommendations. | have R40 walls (ICF construction) and overtwo feet of ceilinginsulation
alongwith triple pane windows. lam still well above the base rate evenin summer with no air

conditioningand no use of a clothes dryeras we line dry outside.
\_ _J 53

(

A majorimpact inthe design of our home (new in 2015) was the severe cost of heatingdue
to the “Conservation Rate”. As we could not afford electricity bills as described above, we
reduced ourfloor plan, adopted the Passive Solar Heating conce pt, recovered atticheat and
installed ageothermal heating system. The initial cost of such a system will eventually be
offset by the savings compared to heating with an electricboiler. Even with ourvery energy
efficienthome, during the period Dec. 16, 2015 to Feb. 16, 2016, our Block 1 usage was at
32% and Block 2 usage was at 68%. We had a home energy audit done and Total Home
Solutions could notrecommend any action we could take to reduce our energy usage.

/54

*1 Martineau M., Letter of Comment E-3 dated July 18, 2016.

> Belsher, S. Letter of Comment E-310 dated September 1, 2016.
>3 Va ughan, R, Letter of Comment E-10 dated July 22, 2016.

>4 Beckmann, S. Letter of Comment E-98 dated August 11, 2016.
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I liveinarural area at an elevation of 1100 metresand it's cold and snowy from October until
March. My home is quite new and well-built and insulated, with modern appliances,
including the furnace. There are only 2 people livinginthe house and we turn the heat down
to 13C at nightand only have 1 lighton inthe room where we're sittingwhen needed, but we
still consistently godeepintotier2inthe winterand my Fortis bill isastronomical. I truly
believethereisnothingmore | can do to conserve energy, which was supposed to be the

incentive of this system.
K / 55

Inability to access DSM to mitigate bill impacts (low-income /renters)

N

You offer money off various items, however, low income families cannot afford theseitems.
56

\ J

e N
The landlordis not goingto upgrade anything | pay the electricbillitisirrelevanttolandlords
how much we the tenants pay for utilities. So this two tier system punishes me the tenant low
income families notthe owner

~ P

\

57

While | can certainly understand the intent, encouraging everyone to try to conserve
electricity, | feelitunfairly discriminates against those who rent, ratherthan own, their
homes. | live inatownhouse that, like many rental properties, only has electricbaseboard
heating. Duringthe winter monthsitis not unusual for our heaters to be running nearly 24/7
justto keep ourplace livable. Beingon a fixed, disabilityincome it can sometimes be a
struggle justto meetour basicneeds as well as pay high electricity bills. Given the current
low vacancy rate and high rental costs moving is simply notan option for many like us. Your
two-tiered business model is greatincentive forhomeowners but | thinkitis simply unfairto
those of us whorent.

/ 58
15 Demand-side measures and self-generation possibilities

Some customers raised further promoting demand-side measures as away to reduce electricity consumption
and lower electricity bills. Customers feel that additional energy conservation and retrofitincentive programs
are needed, and DSM programs can be better promoted.

Customersalsoraised that distributed generation and net metering can reduce theirelectricity bill, and
encourage the utilities and the government to better communicate and providefinancial incentives for
customers to pursue these options.

>3 Brazeau, P. Letter of Comment E-233 dated August 27,2016.
> Sterne, D Letter of Comment E-483 dated November 8, 2016.
>’ la ngager, K Letter of Comment E-418 dated October 21, 2016.
*8 Ha rley, N Letter of Comment E-527 dated November 18, 2016.
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lllustrative quotes
Demand side measures

I'm not sure how well aware most people are aboutthe variable rate structure or what they
can do to take advantage of potential energy and dollar savings.

. 7/

59

e N
Utilities throughout North Americaand Europe have engagedin energy conservation
programs; there are many successful reduction models beyond the price -it-high-so-they-can’t-
afford-itapproach.

~ P

60

Develop energy conservation and retrofitincentive programs that do not require highinitial
financial outlays from lowerincome residents.

. 7/

61

e N
Also, as a suggestion, | thinkitwould be a constructive move to have both FortisBCand BC
Hydro initiate education programs fortheiremployees (and perhaps customers) to learn
about Community-Based Social Marketing as away of accelerating the adoption of desirable

energy consumption goals.
G 4

62

Distributed generation

/
| suggestthatfinancial incentives could be provided by BCHydro to encourage residential

customers who don’t have access to natural gas an alternative heating option, to pursue
“green energy alternatives”. Thesewouldinclude, but not necessarily be restricted to:

e Solarpanelinstallation to mitigate orreplace utility power for heatingand hot water
e Micro wind generation
e Geothermal heating

\ /63

Provide subsidies and financingto homeowners for the capital cost and installation of
alternative energy systems that could be used for net metering. Also provide assistanceto
property ownersto helpthemunderstand the net metering systemincluding consultants to
assist property ownersin determining the bestalternative energy systems fortheirsituation,
including potential savings and return on investment. This program should either be exclusive
to areas thatdon't have access to natural gas, or the subsidies should be higherfor people
livinginthose areas.

J64

> Rhebergen, F Letter of Comment E-398 dated October 19,2016.
60 Wardle, R Letter of Comment E-200 dated August 18,2016.

*! Ga uthier, J. Letter of Comment E-279 dated August 31, 2016.

62 Abbott, R. Letter of Comment E-525 dated November 20,2016.
63 Bailey, T Letter of Comment E-36 dated August 5, 2016.
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1.6 Proposed modifications to the RIB rates

Customers provided anumber of changes they would like to see to the existing RIB rates. For customers without
access to natural gas, the suggested changesinclude providing a rate subsidy or rate rebate, increasing the tier 1
consumption threshold and vary the tier 1 consumption threshold by season.

Othersuggested alternatives to the current RIB ratesinclude time of use rates, seasonal rates, declining block
rate, flat rate and interruptible rates for residential customers. Customers also raised that the RIBrate is not
necessary forconservation.

lllustrative quotes

Recommended changesto the RIBfor customers with no access alternative fuel

A similarrate structure subsidy could be applied to customers who are dependent on
electricity forheatingand hot water productioninthose areas not serviced by natural gas
supplies. Although not exactly the same as the [BC Hydro] Zone 2 concept, | believe the
fundamental driver behind the Zone 2 rate subsidies was robustand appropriate, becausean
undue financial burden would be imposed on customersinZone 2, if total cost pricing were
appliedtothose customers. Similarly, the current rate structure penalizes customers who do
not have access to natural gas as an alternative fuel source. To “level the impact” of rates
across the Province, I therefore believethat a rate subsidyis appropriate andis consistent
with the past BC Hydro/BCUC/Provincial Government policies, thus achieving rates that are,
“fair, justand reasonable

Jes

r N
Thereisno way | can furtherreduce my electricity use, already conserving the most feasible. |

would suggesta modification of the tier limits, perhaps 1800 KWH, with a slightincreasein
the basic rate, to allow fora small reductioninthe tier 2 rate. Since lam in a semi-rural area
without gas service perhaps aspecial rural rate could be instituted, ora rebate offered to

those with no gas options.
\_ W, 66

4 N
In our view there should be two different breakpoints between Tier 1 and Tier 2 with the

determiningfactoronrate schedule beingthe ability to obtain natural gas service. The switch
to more costly Tier 2 should be setat a higher usage pointforrural customers who do not
have access to natural gas. An innovation to this would be to allow any residential user (rural
or urban) who meetsthe criteria of energy efficiency (Home Energuide Rating >75) to use

this more beneficial rate structure.
\ / 67

* Wilki Walker, S. Letter of Comment E-338 dated September 2, 2016.
6> Bailey, T. Letter of Comment E-36 dated August5, 2016.

66 King, G. Letter of Comment E-38 dated August 7, 2016.

67 Dickson, D. Letter of Comment E-112 dated August 12,2016.
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a N
My suggestion for customers like us who have no option otherthan electricheatisto vary

the Step 1 cut-off by season: keeptherate asitis fromJune 21 - September21(we do want
to conserve electricity), up it by perhaps 10% from March 21 - June 21 and from September
21 - December 21, and by no more than 20% from December 21 - March 21. Thisshould be
doable by having such customers register forthe eased rates, confirming thatthey doindeed

liveinanarea without access to natural gas and have no othersource of heat. i,
- J

e N
No creditare available forhome owners who use power frugally to offset against future bills!
Woulditnot be a better “incentive” to encourage consumersto be given acredit of unused
kWh below 1,600 kWh to be carried forward to their next billing period?

~ P

69

e N
As a suggestion | would propose any of the following for winter usage :

e Electricdependentcustomersshould have aless expensive tiertwo rate.
e Electricdependent customersshould have ahighertierone level.
e Electricdependent customers should have aflatrate.

\_ /70

Otherpossible rate structuresin place of the RIB

r N
The only way to mitigate the adverse impacts thatthe RIBit is havingon a small percentage

of BCresidentsistomove to a different pricing system. This could be done readily by
replacingthe two-tier system with some combination of float/time-of-use pricing, at least for

those residents who use electricity for space and water hearting.

71
~ /

a N
| would like to state that the availability of the Time of Use [TOU] rate initiated very modern

technologiesto be implementedin home heating systemsforalimitedtime. It actively
helpedreduce peak demand and lowered the need for Infrastructure load capability
expansionsinthisarea..Today TOUrate is available in the majority of states and countriesin
Americaand Europe. It should be made available againin British Columbiaand its use should

be actively encouraged by the Utility companies.
\ J 72

e N
Continue withatwotierresidentialrate but have it operate as industrial rates do. The more |
use, the CHEAPER the rate! This would encourage electricity use by reside ntial property

ownersand decrease natural gasand other polluting sources of energy. Thisis something the

Utility Commission, on behalf of the Provincial Government should be promoting.
- 4

73

68 Hall, C. Letter of Comment E-9 dated July 23, 2016.

69 Walker,S. Letter of Comment E-338 dated September 2,2016.
70 McGinnigle, ). Letter of Comment E-218 dated August 25, 2016.
7t Seghal, A. Letter of Comment E-5 dated July 20, 2016.

72 Bergendahl, F. Letter of Comment E-21 dated July 31, 2016.

73 Pflueger, D Letter of Comment E-425 dated October 21, 2016.
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e N
Anotheroptionthat could probably workisto returnto the E-Plus program that Hydro had
implemented in 1987. | would gladly install dual metering system and an alternate back-up
powersupply for powerinterruptionsif Hydro rates were low enough to warrant it.

~ S

74

e N
Eitherreturnto a single-tierrate structure, or, as suggested by the RDOS, set the baseline

low-rate ceiling much higherforrural residents. We would also note that Fortis, in not
providing anatural gas supply tothisarea, isin conflictof interestinimposingatwotier
electricity rate structure.

L /75

e N
It is conclusively shown from BCHydro’s annual reports that electricity usage in BCis not
increasing, but has beenflat forseveral years. Conservation efforts have worked. We do not
need a two-step rate forelectricity, and | suggestthe Commission’s best optionisto getrid of
it.

. J

76

1.7 RIB promotes conservation

A few of the comments submitted expressed that the RIB rate fosters responsible use of energy and promotes
energy conservation, and supports the two-tier rate structure.

lllustrative quotes

| would like the current two tierrate structure to continue. | find from personal experience
thatitfostersand rewards the responsible use of energy.

. 7/

77

| fully supportthe concept of a two-tier (or more) rate structure forelectrical energy
consumed by residential rate payers. Forourfamily, we are well aware of the higherrate to
be paid whenwe exceedthe current threshold and we make efforts to minimize
consumptionand conserve energy. Itisa good incentive for promoting energy conservation,
whichisveryimportant forall of us to strive for. | would encourage going further with the
conceptby increasing the difference between the prices forlowerand higher consumption
ratesand perhapsaddinganotherstep:alowerrate yet forthose households whose
consumptionrate is below anotherlower threshold.

/78

74 Pelletier,R Letter of Comment E-143 dated August 15, 2016.

”> Turnbull, J Letter of Comment E-287 dated August 31, 2016.

76 George, D Letter of Comment E-308 dated September 1,2016.
77 Renneberg, S Letter of Comment E-395 dated October 17,2016.
78 Rhebergen, F Letter of Comment E-398 dated October 19,2016.
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APPENDIX B — Minister Bennett’s Letter to BCUC

JUL 06 2015 R

Ref.: 90892

Mr. Len Kelsey

Chair and Chief Executive Officer
British Columbia Ultilities Commission
Box 250, 900 Howe Street

Vancouver, BC V6Z 2N3

Dear Mr. Kelsey:

I am writing to request that the British Columbia Utilities Commission (BCUC) report to the
Government of British Columbia on the impact of BC Hydro’s Residential Inclining Block Rate
and FortisBC’s Residential Conservation Rate (referred to as the “residential inclining block
rates”).

My colleagues and I have heard concerns from the public that the residential inclining block
rates may have unreasonable bill impacts on some customers. One of the concerns was that rural
customers do not have the option of heating their homes using natural gas. Please provide me
with information on customers with significant (over 10 percent) bill impacts as a result of the
adoption of the residential inclining block rates including, to the extent available,

low income customers. I am requesting that the BCUC provide me with information on several
issues, including:

e Do the residential inclining block rates cause a cross-subsidy between customers with and
without access to natural gas service?;

e What evidence is available about high bill impacts on low income customers?;

e What evidence is available about factors that lead to high-energy use and, therefore, bill
impacts for customers without access to natural gas, including low income customers?;

e What is the potential for existing Demand Side Management programs to mitigate these
impacts?; and

e Within the current regulatory environment, what options are there for additional Demand
Side Management programs, including low income programs?

22

Ministry of Office of the Minister Mailing Address:
Energy and Mines and PO Box 9060, Stn Prov Govt
Minister Responsible Victoria, BC V8W 9E2
for Core Review
Telephone: 250 387-5896
Facsimile: 250 356-2965
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FortisBC and BC Hydro have both demonstrated that their respective residential inclining block
rates are resulting in residential electricity conservation, and that they are revenue neutral to the
utilities. The Government is unaware of any evidence that the residential inclining block rates
result in higher greenhouse gas emissions, and BC Hydro has indicated that they have no
evidence of this. Any analysis of alternative rate structures and the issues listed in this paragraph
would be best left to existing regulatory processes, which in BC Hydro’s case is the 2015 Rate
Design Application (RDA).

I would like the BCUC to work with the utilities in collecting the information it deems necessary
to provide the BCUC’s assessment of the five questions I have raised, and any other relevant
issues with the rate that the BCUC believes have not been addressed adequately by previous
reports and regulatory processes. I would also recommend the BCUC gather information from
ratepayers in regions not served by natural gas regarding the impacts of conservation rates and
awareness of ratepayer mitigation options.

FortisBC

In its March 26, 2015 letter to FortisBC, the BCUC observed that there was an opportunity for
FortisBC to communicate with its customers receiving bill impacts greater than 10 percent as a
result of stepped rates. I understand that FortisBC is working on further outreach and the
development of an additional low income Demand Side Management program. I ask that the
BCUC work with FortisBC to ensure that this outreach and the development of the report
complement each other.

BC Hydro and the 2015 RDA

BC Hydro has already undertaken a significant amount of consultation on its residential inclining
block rate to inform its upcoming RDA. The Government understands that BC Hydro will be
filing the first phase of its 2015 RDA with the BCUC in mid-September 2015, and that the

first phase will include analysis of BC Hydro’s residential inclining block rate. The BCUC
should use the 2015 RDA regulatory review as the process to collect information for the report,
rather than a separate process.

The BCUC’s report should include its review and analysis of the data provided by the utilities
and the BCUC’s conclusions regarding the five questions listed above. The report should be
provided to the Government after the evidentiary phase of BC Hydro’s 2015 RDA concludes,
which we expect to occur sometime in the second quarter of 2016.

.03
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This request for a BCUC report would not preclude either utility from seeking approval to launch
or expand Demand Side Management programming prior to the heating season this fall.

Sincerely,

jzes

Bill Bennett
Minister

pc: Honourable Suzanne Anton
Minister of Justice and Attorney General

Ms. Jessica McDonald
President and Chief Executive Officer
BC Hydro

Mr. Michael Mulcahy
President and Chief Executive Officer
FortisBC
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APPENDIX C — Detailed description of BCUC process to gather information for report

In August, 2015 the Commission established a process to gatherinformation to address the Minister’s questions.
All documentsfiledin the process are posted onthe Commission’s website. The following four steps occurredin
the process:

1. The Commission soughtinformation and comments from Stakeholders' to determine the methodology
by which BC Hydro and FortisBCwould prepare reports tothe Commission onthe Minister’s five
questions and definitions of specificterms inthe Minister’s questions. A copy of the Commission letter
establishing the methodology is attached as Appendix Bto this report.

2. Publiccommentswere sought onthe impacts of the RIB rates and the public’s awareness of ways to
mitigate the impacts. A full list of the newspapers, regional districts and municipalities to whom notice
of the requestfor publiccomments was published orsentisincluded as Appendix F.

3. BCHydro and FortisBCfiled theirreports on the Minister’s five questions with the Commission.

4. Publicand Stakeholder comments were sought onthe utilityreports.

1.1 Determining the methodology for BC Hydro and FortisBC’s reports on the Minister’s five
questions

As thefirststepinthe process, the Commission invited comments on the methodologies BC Hydro and FortisBC
should use toanswerthe Minister’s five questions. The purpose of this step was to align the methodologies used
by the two utilities as much as possible so the information provided by each inits report to the Commission was
as comparable as possible.

Comments were sought from BCHydro, FortisBCand all registered intervenersintwo previous Commission
proceedings which addressed the RIB rates: the BC Hydro 2013 Residential Inclining Block Rate Re-Pricing
Proceedingand the FortisBCInc. 2011 Residential Inclining Block Rate Proceeding. Comments were soughtfrom
the utilitiesandintervenersin previous RIB proceedings because the nature of the information sought was best
suited to parties that had knowledge of the RIBrates. These participants with knowledge of the RIB rate were
designated as Stakeholdersin this process. Stakeholders also provided comprehensive comments and analysis of
the utility reports. Stakeholdersin this process were:

British Columbia Old Age Pensioners’ Organization et al. (BCOAPO);
e B.C.SustainableEnergy Association and Sierra Club of British Columbia (BCSEA);
e Commercial Energy Consumers Association of British Columbia (CEC);
e COPE 378;
e Mr. N. Marty;
e Mr. F.Bergdahl;
e Regional District of Mount Waddington;
e Mr. D. Tarris;
Ms. J. DeCock; and
e Mr. N.Gabana.

' As this process was aninformation-gathering process and nota hearing, the process included “stakeholders” rather than
“interveners” (ExhibitA-1).
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Broad publicnotice was not published at this stage because a publiccomment period was planned to occur
subsequenttothe report methodology(ies) being established.

In response to the Commission’s request forcomments, by October 16, 2015, BC Hydro and FortisBC provided
their proposed methodologies and the following six stakeholders provided submissionsin response: BCOAPO;
BCSEA; CEC; COPE 378; Mr. N. Gabana; and Mr. N. Marty.’

On November10, 2015, the Commission and Stakeholders asked BC Hydro and FortisBCinformation requests on
theirsubmissions. Responses toinformation requests and responses to stakeholder comments werereceived
fromthe utilities on December 18, 2015.>

The Commission reviewed the Utilities’ proposed methodologies, submissions from Stakeholders and responses
fromthe Utilities and established specific methodologies and definitions for each of the Minister’s five
qguestions. These methodologies and definitions are set outin Commission letter dated January 19, 2016
attached as Appendix Dto thisreport.

BC Hydro 2015 Rate Design Application Proceeding

Minister Bennett’s letter directed the Commission to “use the 2015 RDA regulatory review as the processto
collectinformation forthe report [for BCHydro], ratherthan a separate process” and “the [Commission’s
report] should be provided to the Government after the evidentiary phase of BC Hydro’s 2015 RDA concludes.”*

The evidentiary phase of the BCHydro Rate Design Application proceeding closed on August 24, 2016 afteran
oral hearing. The Utilities’ reports werefiled with the Commission on September 30, 2016.

1.2 Publiccomments were sought on the impacts of the RIB rates and the public’s awareness of
ways to mitigate the impacts

On July 15, 2016, the Commission established the first phase of publiccomments directed at the approximately
200 communities without access to natural gas identified by BCHydro and FortisBC. Publicnotice of the
comment period wasinitially published in 21 community newspapers and sent to 29 regional districts and 41
municipalities and was set to finish on August 15, 2016. The Commission chose to publish apublicnoticein
specificcommunity newspapers and provided notice to regional districts and municipalities directly in an effort
to targetthe approximately 200 communities identified as having no access to natural gas.

Duringthis time the Commission received comments from the publicand stakeholders that the comment period
did not provide the publicsufficient time to respond and that notice was not published broadly enough. In
response, the Commission extended the comment period until September 2, 2016, published notice in seven
major newspapersinthe province, and contacted an additional four regional districts.

2 ExhibitA-9, p. 1.
* ExhibitA2-2, FortisBC IR Responses December 17, 2015.
* Minister Bennett, Letter to BCUC, July6, 2015, p.2 (Attached as Appendix x to this Report).
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This broadening of the publicnotice moved the Commission away from an approach targeted at the 200
communities identified. However, the Commission felt this was warranted to gatheras broad publicinputas
possible onthe impacts of the RIB rates and the ways to mitigate those impacts. Of note is that this broadening
of publicnotice may have resulted in more members of the publicwith access to natural gas providing
commentsinthis process than the original targeted approach may have.

A complete list of the newspapers, regional districts and municipalities provided publicnotice isin Appendix F to
thisreport.

13 BC Hydro and FortisBC filed theirreports on the Minister’s five questions with the Commission
On September 30, 2016, BC Hydro and FortisBCfiled theirreports onthe five questions.
14 Publiccomments were sought on the utility reports.

On October 7, 2016, the Commission established asecond publiccomment phase seekingcomments on the
utility reports which was open until November 24, 2016.° The Commission published public notice of the
comment periodin 92 community and major newspapersin the province, and sent notice directly to the same
29 regional districts and 41 municipalities as were contacted in the first phase of publiccomments.®

In addition, an email was sent to all parties that commented in the first comment phase (July-September)
informing them of the opportunity to comment.’

In total over 750 comments were received in this process.®

ExhibitA-20, p. 1.

ExhibitA-21, pp. 1-2.

ExhibitA-20-1.

Of the total received by the Commission, 669 were submitted with the customer’s consent to have the letter posted to
the publicrecord. The Commissionis notableto publishtheremainingapproximately 85 comments due to the customer’s
lack of consent to have their letter published buthas reviewed them in developing the public comment themes. Thus 669
letters of comment are availablefor viewing on the Commission’s website; 380 of which were publishedin phaseone and
287 in phase two.

5
6
7
8
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APPENDIX D - Definitions and methodology for utility reports
Erica Hamilton Sixth Floor, 900 Howe Street
~ BritiSh Columbia Commission Secretary Vancouver, BC Canada V6Z 2N3
BRITISH Ts.s o s TEL: (604) 660-4700
COLUMBIA Utllltles CommISSIOn Commission.Secretary@bcuc.com BC Toll Free: 1-800-663-1385
Website: wwww.bcuc.com FAX: (604) 660-1102
Log No. 50648
Via EMAIL
bchydroregulatorygroup@bchydro.com January 19, 2016
electricity.regulatory.affairs@fortisbc.com
BCUC RIB RATE REPORT
EXHIBIT A-9
Ms. Jessica McDonald Mr. Michael Mulcahy
President and Chief Executive Officer President and Chief Executive Officer
British Columbia Hydro and Power Authority FortisBC Inc.
16" Floor —333 Dunsmuir Street 16705 Fraser Highway
Vancouver, BC V6B 5R3 Surrey, BC V4N OE8

Dear Ms. McDonald and Mr. Mulcahy:

Re: Residential Inclining Block Rate Report to the Government of British Columbia

By letter dated July 6, 2015, Minister Bennett, the Minister of Energy and Mines and the Minister Responsible
for Core Review, requested the British Columbia Utilities Commission {Commission) report to the Government
of British Columbia on five specific questions concerning the impact of the British Columbia Hydro and Power
Authority (BC Hydro) and FortisBC Inc.’s (FortisBC) residential inclining block rates.

On August 17, 2015, the Commission issued a letter (Exhibit A-1) establishing the Residential Inclining Block (RIB)
Rate process and requested submissions from BC Hydro and FortisBC on the methodology by which they
proposed to answer the Minister’s five questions. The Commission also requested input from select
stakeholders on the proposed methodologies submitted by the utilities.

On September 24, 2015 and September 30, 2015 BC Hydro and FortisBC, respectively provided their submissions
on the methodology by which they proposed to answer the Minister’s five questions. By October 16, 2015 select
stakeholders provided their submissions on proposed methodology for the utility reports on the five questions.
Submissions were received from:

e British Columbia Old Age Pensioners’ Organization et a/. (BCOAPQ);

e B.C. Sustainable Energy Association and Sierra Club of British Columbia (BCSEA);
e Commercial Energy Consumers Association of British Columbia (CEC);

e Canadian Office & Professional Employees Union 378 (COPE);

e Norman Gabana; and

e Teresa and Nick Marty;

On November 10, 2015, the Commission and stakeholders asked information requests (IR) to BC Hydro and
FortisBC on their submissions. Responses to IRs were received on December 18, 2015. Based on the information
provided to date, the Commission is satisfied that sufficient information has been provided to establish the
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methodologies for the reports. The Commission is establishing these methodologies based on the information
provided by BC Hydro, FortisBC and the stakeholders in the submissions and IR responses.

The established definitions for key terms are provided below followed by the requirements for each of the five
questions posed by the Minister. The methodologies established below apply to both BC Hydro and FortisBC,
unless specifically notated.

Definitions

Access to natural gas: The “community approach” as proposed by BC Hydro at page 5-70 of the 2015 Rate
Design Application and further elaborated on in IR response 1.48.2, shall be used for the purpose of defining
“access to natural gas.” FortisBC confirmed it will use the same approach as proposed by BC Hydro." As
proposed, this approach will use a list of communities that have access to natural gas and a list of communities
that do not have access to natural gas. Communities with access to piped propane (e.g. Revelstoke) shall be
considered to have access to natural gas. For each respective service territory the utilities shall work together to
confirm the final list of communities with access and without access.

Some stakeholders mentioned that a broader definition of access to natural gas such as customers that have
natural gas at their premises versus those who do not, or customers who cannot afford to switch to natural gas
from electricity.? Both BC Hydro and FortisBC responded that they do not have information on access to natural
gas at that level.> We accept that it would not be feasible for the utilities to consider the definition of access to
natural gas at such a detailed level as suggested and, therefore, it is appropriate to use to the community
approach to define access to natural gas for the purposes of answering the Minister’s questions.

Low-income customer: The Statistics Canada low-income cut-off (LICO) shall be used to define “low-income”
customers for the purposes of this report. Pre-tax income shall be used.

While analysis of energy or fuel poverty was suggested by one stakeholder,” BC Hydro and FortisBC submit that
they either have no research on this topic or that the analysis is “not a simple task” and the Minister’s letter
does not require this analysis and thus does not include an analysis of fuel or energy poverty in the definition of
low-income.®

One stakeholder also suggested that it may also be useful to include the DSM definition of LICO (1.3 times
LICO).® While this may be useful, for the purposes of this report, the Commission is satisfied that one single
definition of low-income should be used.

Factors leading to high-energy use: The factors that may lead to high energy use are discussed under question 3.
Energy use: This term will refer to electricity use only for the purposes of this report for feasibility reasons. As

stated by BC Hydro, it is not “...feasible to report on combined electric and natural gas usage as BC Hydro does
not have access to the natural gas usage by its customers nor does FortisBC have access to BC Hydro’s

! FortisBC Response to BCUC IR 3.1.

2 BCOAPO October 18, 2015 Submission, p. 12; BCSEA October 18, 2015 Submission, pp. 3-4.
*BC Hydro Response to BCUC IR 1.48.2; FortisBC Response to BCUC IR 3.2.

4 COPE October 18, 2015 Submission, p=5:

® FortisBC Response to BCUC IR 1.1; BC Hydro Response to BCUC IR 1.46.2.

® COPE October 18, 2015 Submission, p. 2.
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customers’ electricity consumption. There would be confidentiality issues with sharing the information amongst
the utilities.”’

Minister’s Questions

1. Do the residential inclining block rates cause a cross-subsidy between customers with and without
access to natural gas service?

To the extent data is available or can be reasonably approximated, the utilities will unbundle residential
electric load data used in their most recent fully allocated cost of service (FACOS) study into two sub-
classes: customers with access to natural gas and customers without.

The utilities shall then use both (i) a FACOS approach and (ii) a comparison of average rates to long-run
incremental costs approach, to analyze whether the RIB rates cause a cross-subsidy between customers
with and without access to natural gas.

i. For the FACOS analysis, no changes should be made to the costs or cost allocation methodology
used in the most recent FACOS study, including the use of coincident and non-coincident peak
cost allocation approaches, and the utilities shall develop unbundled revenue to cost ratios for
these two sub-classes.

ii. For the long-run incremental cost based analysis, there is no requirement to prepare a marginal
cost of service study. Rather, the utilities should use the unbundled residential load profiles to
compare (i) average customer rates for these two sub-classes to (ii) the utilities most recent
long-run marginal cost estimate to serve these customer sub-classes.

All key assumptions made in the above analysis shall be provided.

In response to suggestions by stakeholders the utilities are not required to analyze a cross subsidy by
comparing the RIB rate to a theoretical rate where each customer has an individual baseline or where
each resident experiences the same percentage of electricity consumption in tier 2 of the RIB rate. The
Commission notes that any analysis of alternative rate structures is out of scope for this proceeding.

The utilities are also requested to comment on the potential cross-subsidy between customers using
electricity for space and hot water heating, and those using natural gas, to the extent data is available.

If a cross-subsidy is found to exist, a general discussion of any impacts or relevance of this cross-subsidy
should be provided.

2. What evidence is available about high bill impacts (greater than 10 percent as a result of the adoption
of the residential inclining block rates) on low income customers?

A comparison of the 2015 RIB rate to a 2015 equivalent flat rate that would have been in place if the RIB
rate was not implemented shall be used to aid in the research required to answer this question. Analysis
of impacts of moving from the RIB to a flat rate and vice versa shall be provided. The Residential End Use
Surveys (REUS) shall be used for the purposes of answering this question.

’BC Hydro Response to BCUC IR 1.47.1.1.
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According to both utilities, it will not be possible to obtain actual numbers of customers based on
income that would be worse off or better off under the RIB or the flat rate. Accordingly, percentages are
acceptable to the Commission.

The Commission requires FortisBC to conduct the additional research and analysis of the REUS in
conjunction with their research partner. FortisBC has submitted that this additional research and
analysis will cost approximately $15,000. The Commission recognizes the need for cost efficiency
regarding this proceeding, and is of the view that this cost is reasonable. FortisBC indicates that this
estimate may change if additional consulting time is required.® If the cost of this work is expected to or
does exceed this amount FortisBC must inform the Commission and seek approval.

3. What evidence is available about factors that lead to high energy use and, therefore, bill impacts for
customers without access to natural gas, including low income customers?

For the purposes of answering this question, the utilities shall provide analysis of:
a. all factors that lead to high energy use and therefore bill impacts;

b. factors that lead to high energy use and therefore bill impacts for customers with access to
natural gas;

c. those factors from a) that lead to high energy use and therefore bill impacts for customers
without access to natural gas; and

d. those factors from c) that lead to high energy use and therefore bill impacts for customers
without access to natural gas who are also low income.

The most current Residential End-use Surveys (REUS), as proposed by the utilities in their submissions
on the methodology for responding to the Minister’s questions shall be used for the purpose of
answering this question.®

To the extent the data is available, the Commission requests each utility to examine the following list of
factors that may lead to high energy use (if any of the factors listed below do not correlate with high
energy use, please explain why):

e all end-uses as listed in FortisBC IR 2.2.1 and 2.3.1 and BC Hydro IR 1.47.2.1 and 1.47.4.1, and
including primary space heating and cooling equipment, secondary space heating equipment,
water heating equipment, air cleaning systems, cooking appliances, laundry and dishwashing
appliances, fridges and freezers, small household appliances, water use items, swimming pools,
hot tubs, saunas, lighting, computers, televisions, entertainment appliances, plug load power
management items, miscellaneous electric end uses.

e housing type

e presence of electric vehicles
e size of house

e owner occupied vs. rented

e urban vs. rural location

® FortisBC Response to BCUCIR 1.1.
? FortisBC September 30, 2015 Submission, p. 4 and BC Hydro September 24, 2015 Submission, p. 5-69.
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e number of occupants

e households with / without children

e age of primary occupant

o whether primary occupant is retired or not retired
e regional climate or heating degree days

e ageof house

e household energy inefficiency

e customer behaviour

In addition, to the extent that data is available, the Commission also requests the utilities to:
e produce a chart to display the following three dimensions of data:
i.  on the x axis: household income by quintile (bottom 20%, 20% to 40% etc.) or decile
ii.  on they axis: kWh consumption by decile, and
iii.  with the number and/or percentage of customers in each category.

e provide examples of typical residences that consume 10,000, 20,000 and 30,000 kWh/year and
explain, to the fullest extent possible, the difference in electricity consumption among them.

¢ include discussion on the usefulness of this data in relation to the sample size of the REUS
survey.

4., What s the potential for existing Demand Side Management programs to mitigate these impacts?

The Commission acknowledges BC Hydro’s position that this is not the appropriate venue for an
assessment of Demand Side Management (DSM) programs or any direction on these programs.
However, the Commission notes that this is an information gathering and research process. Accordingly,
to answer this question the utilities are to provide a list and brief description of existing programs that
customers can participate in that can impact the factors identified in question 3 that lead to high energy
use.

The utilities shall examine the potential for existing DSM programs to mitigate the key factors that lead
to high energy use and therefore bill impacts, in particular for low-income customers and those without
access to natural gas. The utilities should also address the aspect of household energy inefficiency, even
at a high level, in examining the potential for existing DSM programs to mitigate high energy use and
therefore bill impacts.

The utilities should assume no changes to existing DSM programs or incentive levels. In identifying DSM
programs, it would be useful if utilities also identified typical bill reductions that an illustrative high use
customer participating in the DSM programs would see, and the extent to which these bill reductions
(less any customer participation costs) mitigate bill increases resulting from the RIB rate.

In addition, utilities are also invited to comment on whether improvements could be made to increasing
uptake or overcoming barriers to participating in these existing DSM programs by high-use customers, in
particular low-income customers and those without access to natural gas.
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5. Within the current regulatory environment, what options are there for additional Demand Side
Management programs, including low income programs?

As stated above, this process is an information gathering one and, for the purposes of this report the
utilities are required to identify any additional DSM programs (for example, offered in other
jurisdictions) that are targeted at the key drivers of high-energy use, in particular for low-income
customers and those without access to natural gas.

Utilities should also identify typical bill reductions that a high use customer participating in these
potential additional DSM programs would see, and the extent to which these bill reductions (less
customer participation costs) could mitigate bill increases resulting from the RIB rate.

Utilities are invited to indicate (in general terms) if they are supportive of any of the potential additional
DSM programs identified, and if so, whether they could be funded out of the existing DSM funding

envelope.

Yours truly,

Erica Hamilton

PW/kbb
cc: Stakeholders
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The following data were included in the most recent BC Hydro Revenue Requirements Application (RRA):*

Expenditures
F14-F16 F17-F19 Variance

$ 000 $ 000 % 000 %
DSM Programs
Residential Sector
Behaiour 14,002 11,114 (2,888) (21%)
Refrigerator Buy-back 5,010 - (5,010}  (100%)
Low Income T84T 7.802 156 2%
Mew Home 6,363 - (6,363)  [100%)
Retail Rebate 12,523 8,135 {4,447} [35%%)
Home Energy Retrofit Offer 7.447 8280 g3z 11%
Sector Enabling Acthities 3,784 2 552 (1,232} (33%)
Residential Sector Total £B,825 97,883 {18,052) (33%)
Supporting Initiatives
Public Awareness and Education 18,420 20,283 1,452 T%
Community Engagement 12,302 (12,302}  (1009%)

Based on the above data, the Commission has created the following tables foranalysis:

Table 1: Residential BC Hydro forecast DSM expenditures (F2014-F2016 and F2017-F2019)

F14-F16 $°000

F17-F19 $’000

Variance $’000

Variance %

Residential —low income 7,647 7,802 156 2%
Residential —other
e Behaviour 14,002 11,114 (2,888) (21%)
e  Fridge buy-back 5,010 - (5,010) (100%)
e New home 6,363 - (6,363) (100%)
e Retail rebate 12,583 8,135 (4,447) (35%)
e Home renovation 7,447 8,280 832 11%
(HERO)
e Sector enabling 3,784 2,552 (1,232) (33%)
e Total 49,188 30,081 (19,108) (39%)
Total 56,835 37,883 (18,952) (33%)

Table 2: BCH awareness/community forecast DSM expenditures (F2014-F2016, F2017-F2019)

F14-F16 $’000

F17-F19 $’000

Variance $’000

Variance %

Publicawareness and education 19,430 20,883 1,452 7%
Community engagement 12,302 - (12,302) (100%)
Total 31,732 20,883 (10,849) (34%)

'BC Hydro 2017-2019 Revenue Requirements Application (RRA) proceeding, ExhibitB-9, BCUC IR 184.6
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The following data were included in the most recent FortisBC DSM expenditure applications:*

Portfolio area 2016 2017 | % change
Approved Planned
Residential 2,397 1,351 (44%)
(excl. low income)
Low income & rental 952 1,367 44%
Residential (total) 3,349 2,718 (19%)
2016 2017
Approved Plan
Program Area Savings Cost Savings  Cost
MWh ($000s) | MWh  ($000s)
1 Home Improvement 3,106 884 364 38
2 Heat Pumps 1,618 302 781 298
3 New Home 1,179 390 126 151
4 Lighting 1,547 189 2735 190
5 Appliances 288 96 126 133
6 Water Heating 948 430 17 30
7 Low Income & Rentals 3175 952 3,247 1,367
8 Behavioural 1,048 106 3,097 200
9 Total 12,909 3,349 10,493 2,718

Based on the above data, the Commission has created the following table for analysis:

Table 3: Residential FortisBC forecast DSM expenditures (2016 and 2017)

2016 $’000

2017 $’000

Variance $’000

Variance %

Residential —low income 952 1,367 415 44%
andrental

Residential —other

e Home renovation 884 348 (536) (61%)
e Heat pumps (air) 302 298 (4) (1%)
e New home 390 151 (239) (61%)
e Lighting 189 190 1 1%
e Appliances 96 133 37 39%
e Water heating 430 30 (400) (93%)
e Behavioural 106 200 94 89%
e Total 2,397 1,351 (1,046) (44%)
Total 3,349 2,718 (631) (19%)

® FortisBC 2017 DSM Expenditures Order and Reasons for Decision (G-9-17), p. 6, FortisBC2017 DSM Expenditures

Application, p.A2.
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APPENDIXF — Newspapers, regional districts and municipalities to which public notice

was sent/published

1°* PublicComment Phase —July 15 — September 2, 2016

Newspapers’

100 Mile Free Press

Kamloops This Week

Smithers Interior News

Barriere North Thompson Star Journal

Kootenay News Advertiser

Sunshine Coast — The Local

Bridge River Lillooet News

Lake Cowichan Gazette

The Okanagan Sunday

Burns Lake District News

Nakusp Arrow Lakes News

The Province

Campbell River Mirror

Nanaimo News Bulletin

Times Colonist

Clearwater North Thompson Times

North Island Gazette

The Vancouver Sun

Golden Star

Northern Connector

Tofino — Ucluelet Westerly News

Gulf Islands Driftwood

Prince George Citizen

Valley Voice

Haida Gwaii Observer

Shuswap Market News

Williams Lake Cariboo Advisor

Invermere Valley Echo

Alberni Clayoquot

Regional Districts

Fraser-Fort George

Nanaimo

Bulkley - Nechako

Kitimat-Stikine

Skeena Queen Charlotte

Capital

Mount Waddington

Squamish — Lillooet

Cariboo

North Okanagan

Strathcona

Central Coast

Kootenay Boundary

Sunshine Coast

Columbia Shuswap

Peace River — Fort St. John Branch

Thompson Nicola

Comox Valley

Peace River — Head Office

Northern Rockies

Cowichan Valley

Powell River

Okanagan-Similkameen

Fraser Valley — Deroche Office

Central Kootenay

Central Okanagan

Fraser Valley — Head Office

East Kootenay

Municipalities’

Alert Bay Barriere Bowen Island Canal Flats
Clearwater Gingolx(Kincolith) Gitsegukla Gold River
Golden Granisle Hazelton Invermere
Kispiox Lake Cowichan Laxgalt’sap (Greenville) Lillooet
Lions Bay Lytton Manning Park Masset
Nakusp New Denver New Hazelton Pemberton
Port Clements Port Hardy Port McNeill Powell River
Queen Charlotte Radium Hot Springs Sayward Sicamous
Silverton Stewart Tahsis Takla
TI'azt’en Nation (Tahcie Reserve) Tofino Ucluelet Valemount
Wells

! Exhibits A-13, A-14.

? ExhibitA-21.
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2" PublicComment Phase — October 7 — November 24, 2016

100 Mile House Free Press

Newspapers

Abbotsford News

Agassiz-Harrison Observer

APPENDIX F
Page 2 of 2

Alberni Valley News

Aldergrove Star

Ashcroft Cache Creek
Journal

Barriere N. Thompson Star
Journal

Bridge River Lillooet News

Burns Lake District News

Campbell River Mirror

Castlegar News

Chilliwack Progress

Chilliwack Times

Clearwater N. Thompson
Times

Cloverdale Reporter

Comox Valley Echo

Comox Valley Record

Cranbrook Kootenay News
Advertiser

Cranbrook Townsman

Creston Valley Advance

Duncan Cowichan Valley
Citizen

Fernie Free Press

Fort St.James Caledonia
Courier

Golden Star

Goldstream News Gazette

Grand Forks Gazette

Greenwood Boundary
Creek Times

Haida Gwaii Observer

Hope Standard

Houston Today

Invermere Valley Echo

Island Tides

Kamloops This Week

Kelowna Capital News

Keremeos Review

Kimberley Bulletin

Kitimat Northern Sentinel

Ladysmith Chronicle

Lake Cowichan Gazette

Lakeshore News- Salmon
Arm

Langley Advance

Langley Times

Maple Ridge/Pitt Meadows
News

MapleRidge Times

Merritt Herald

Mission City Record

Nakusp Arrow Lakes News

Nanaimo News Bulletin

Nelson Star

North Delta Reporter

North Island Gazette

Northern Connector

Oak BayNews

Okanagan Valley

Oliver Chronicle

Osoyoos Times

Parksville Qualicum News

Peace Arch News

Peachland View

Peninsula News Review

Penticton Western News

Prince George Citizen

Prince Rupert Northern
View

Princeton Similkameen
Spotlight

Quesnel Cariboo Observer

Revelstoke Times Review

Rossland News

Saanich News

Salmon Arm
Observer/Market News

Sicamous Eagle Valley
News

Smithers Interior News

Sooke News Mirror

Summerland Review

Sunshine Coast - The Local

Surrey/N. Delta Leader

Surrey/N. Delta Now

Terrace Standard The Province Times Colonist Tofino/Ucluelet Westerly
News
Trail Times Valemount Valley Sentinel | Valley Voice Vancouver Sun

Vanderhoof Omineca
Express

Vernon Morning Star

Victoria News

Stuart/Nechako Advertiser

West Kootenay Advertiser

Williams Lake Tribune
Weekend Advisor

Williams Lake Tribune

Winfield Lake Country
Calendar

The regional districts and municipalities identified in the 1* publiccomment phase were sent publicnotice in the
2nd publiccommentphase.’

? ExhibitA-21. Note: ExhibitA-20 states that the listof Regional Districts inincluded. Unfortunately this listwas
inadvertently omitted from that exhibit. The full listis included here.
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In conjunction with Fortis BC, BCHydro has identified customersin the following communities without access to

natural gas for the purpose of analysis forits RIB Report.”

106 MILE HOUSE 108 RANCH ADAMS RIVER ALERT BAY
ALEX]S CREEK ALKALILAKE ALTOMNA ANAHIM LAKE
ANGLEMONT ARGENTA ARRAS ATLIN
BALDONNEL BAMFIELD BARRIERE BAYNES LAKE
BEAR LAKE BELLA BELLA BELLA COOLA BIG LAKE
BLACKPOOL BOWEN ISLAND BOWSER BRENMAN CREEK
BRIDGE LAKE BRITANNIA BEACH BULL RIVER BURTON

CANAL FLATS CANIM LAKE CANOE CASSIDY
CASTLEDALE CECIL LAKE CEDARSIDE CEDARVALE
CELISTA CHERRYVILLE CHILANKO FORKS CHU CHUA
CLAYHURST CLEARWATER CLUCULZ CLUCULZ LAKE
CORTES ISLAND DARCY DEKA LAKE DENMAN ISLAND
DEROCHE DOE RIVER DONALD EAGLE BAY
EAST ARROW PARK EDGEWATER EDGEWOOD EGMONT

ENGEN FAIRMONT FAIRMONT HOT SPR FANNY BAY
FARMINGTON FAUQUIER FIELD FOREST GROVE
FORT BABINE FORT STEELE FRANCIS PENINSLA FRANCOIS LAKE
GABRIOLA ISLAND GALENA BAY GALIANG ISLAND GAMBIER ISLAND
GARDEN BAY GILLIES BAY GITSEGUKLA GOLD RIVER
GOLDBRIDGE GOLDEN GRANISLE GRASMERE
GREENVILLE GROUNDBIRCH HAGENSBORG HANCEVILLE
HAZELTON HENDRIX LAKE HILLS HONEYMOON BAY
HORMEBY ISLAND HORSEFLY INVERMERE JORDAN RIVER
KINCOLITH KINGSGATE KISPIOX KITKATLA
KITWANGA LAC LE JEUNE LAKE COWICHAN LEE CREEK
LIKELY LILLOOET LIONS BAY LUND

LYTTOMN MADEIRA PARK MAGNA BAY MALAKWA
MANNING PARK MARA MARBELEHEAD MARYSVILLE
MASSET MAYNE ISLAND MCBRIDE MCLEESE LAKE
MCLURE MEADOW CREEK MOBERLY LAKE MONTNEY
MOUNT LEHMAN MOYIE NAKLSP NASS CAMP
NAZKO NEW ANGLEMONT NEW DENVER NEW HAZELTON
NICHOLSON NIMPO LAKE PANORAMA PARSON
PAVILION PEMBERTON PENDER ISLAND PORT CLEMENTS
PORT HARDY PORT MCNEILL PORT RENFREW PRESPATOU
PRIESTLEY PROGRESS QUADRA ISLAND QUEEN CHARLOTTE

'BC Hydro RIB Report, Appendix A.
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RADILM RADIUM HOT SPRINGS RANCH REVELSTOKE
ROSE PRAIRIE ROSEBERY ROSSWOOD RUMBLE BEACH
S GREEN LAKE SALMON BEACH SALT SPRING ISLAND SANDSPT
SATURNA ISLAND SAYWARD SCOTCH CREEK SETON PORTAGE
SHERIDAN LAKE SICAMOUS SILVERTON SKIDEGATE
SKOOKUMCHUCK SOINTULA SOUTH HAZELTON SOUTH KIMBERLEY
SOUTHBANK STIVES STEWART SUN PEAKS
SUNSHINE VALLEY TATA CREEK TAHCIE RESERVE TAHSIS
TAKLA LANDING TAKYSIE LAKE TATLA LAKE TELEGRAPH CREEK
THETIS ISLAND TLELL TOD MOUNTAIN TOFIND
TOMS LAKE TOPLEY LANDING TYEE LAKE UCLUELET
UMNION BAY UPPER LOUIS CREEK VALEMOUNT VAN ANDA
VAVENEY WALACHIN WASA WATCH LAKE
WELLS WILMER WINDERMERE WONOWOMN
YALE YOUBOU
1.2 FortisBC
The list of communities in the FortisBC service area identified as lacking natural gas service is below:’
Tulameen Riondel
Bridesville Kaslo
Beaverdell Winlaw
Ymir Slocan
Crawford Bay
2 FBC RIBReport, p. 4.
BCUC RIB Rate Report to Government March 2017



	EXECUTIVE SUMMARY
	1.0 Scope and process of this report
	1.1 Scope
	1.2 Out of scope issues
	1.3 Process
	1.4 Document structure

	2.0 Question 1 – Do the residential inclining block rates cause a cross-subsidy between customers with and without access to natural gas service?
	3.0 Question 2 – What evidence is available about high bill impacts on low income customers?
	4.0 Question 3 – What evidence is available about factors that lead to high-energy use and, therefore, bill impacts for customers without access to natural gas, including low income customers?
	5.0 Question 4 – What is the potential for existing Demand Side Management programs to mitigate these impacts?
	6.0 Question 5 – Within the current regulatory environment, what options are there for additional Demand Side Management programs, including low income programs?
	APPENDIX A – Public comments
	1.1 Large electricity bill increases since the implementation of the RIB rate and its impacts
	1.2 The RIB lacks consideration for diversity of the residential customer class
	1.3 Pricing signal and impact on fuel switching to high-carbon sources
	1.4 Effectiveness of electricity efficiency upgrades and energy conservation behaviour to mitigate high electricity bills
	1.5 Demand-side measures and self-generation possibilities
	1.6 Proposed modifications to the RIB rates
	1.7 RIB promotes conservation

	APPENDIX B – Minister Bennett’s Letter to BCUC
	APPENDIX C – Detailed description of BCUC process to gather information for report
	1.1 Determining the methodology for BC Hydro and FortisBC’s reports on the Minister’s five questions
	1.2 Public comments were sought on the impacts of the RIB rates and the public’s awareness of ways to mitigate the impacts
	1.3 BC Hydro and FortisBC filed their reports on the Minister’s five questions with the Commission
	1.4 Public comments were sought on the utility reports.

	APPENDIX D – Definitions and methodology for utility reports
	APPENDIX E – DSM funding analysis
	APPENDIX F – Newspapers, regional districts and municipalities to which public notice was sent/published
	APPENDIX G – List of Communities without access to natural gas
	1.1 BC Hydro
	1.2 FortisBC


