SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, BC V6Z2N3 CANADA
web site: http://www.bcuc.com

BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-167-12

TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

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

and

FortisBC Inc.
Application for Approval of an Exempt Residential Rate

BEFORE: B.A. Magnan, Commissioner November$§, 2012
ORDER
WHEREAS:
A. On March 31, 2011, FortisBCInc. (FortisBC orthe Utility) filed with the British Columbia Utilities Commission

(Commission) an Application foraResidential Inclining Block Rate (RIB Application);

On January 13, 2012, by Order G-3-12, the Commissionissued its Decision on the RIB Applicationand
directed FortisBCtoimplement the RIBto all residential customers, with the exception of those taking
service underthe Time-of-Use rate;

OrderG-3-12 alsodirected FortisBCto establish a control group in conjunction with the introduction of the
RIB rate to develop elasticity dataforits own customers;

Effective July 1, 2012, FortisBC’s Residential Rate Schedule 1 was amended to reflect the replacement of the
flatresidential rate with the RIBrate, referred to as the Residential Conservation Rate (RCR) by FortisBC;

On September 27, 2012, FortisBCfiled an Application foran Exempt Residential Rate, to provide exemption
from the RCR for customersidentified as participantsinthe RCR control group and certain qualifying farm
customers, aswell asfor a minoramendmentto one of the Utilities Terms and Conditions (the Application);

On October5, 2012, the Commissionissued aletterto Interveners of the RIB Application and the FortisBC
2009 Cost of Service and Rate Design Application requesting written submissions on whetherthey
supported FortisBC's Application and what further process, if any, was necessary;

The Commission received submissions from Henry Stanski (Strata KAS2464), Andy Shadrack (Area D Director
for the Regional District of Central Kootenay) and Norm Gabana, after which FortisBCfiled areply
submission;
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H. Thethree submissionssupported FortisBC's requestforan exempt residential rate for the RCR control
group; however, none of the submissions supported the exemption foreligible farm customers. None of the
submissions advocated for more process;

I. The Commission hasreviewed the Application and submissions and determines that approval of certain
amendmentsinthe Applicationisinthe publicinterest.

NOW THEREFORE as setout inthe Reasonsfor Decision attached as Appendix A to this Order, the Commission
ordersas follows:

1. Approval toestablish Rate Schedule 3 - Exempt Residential Rate forthe RCR control group, as setout in
Appendix Btothe Application, amended to exclude the following: APPLICABLE (2) and SPECIALCONDITIONS

(B).

2. Approval toestablish aRate Schedule —Exempt Residential Rate foreligible farm customers, assetoutin
Appendix Btothe Application, amended to exclude the following: APPLICABLE (1) and SPECIALCONDITIONS
(A), ona non-refundable interim basis.

3. Theinterim Exempt Residential Rate forfarm customers will be cancelled 15 months after the date of this

Orderunless, by that date, FortisBChas filed a Farm Customer Exemption Application with the Commission
for approval of a permanentrate.

4. Approvaltoamendthe Termsand Conditions, Sheet TC 14, as described in Appendix Cto the Application.
5. FortisBCisto file amended Tariff Rate Schedules and Terms and Conditionsin accordance with the terms of
this Orderwithin 30 days of the date of this Order.
Dated at the City of Vancouver, inthe Province of British Columbia, this 8" day of November2012.
BY ORDER
Original signed by:
B.A. Magnan

Commissioner
Attachment

ORDERS/G-167-12_FBC-Application for an Exempt Residential Rate-Reasons for Decision
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FortisBC Inc.
Application for an Exempt Residential Rate

REASONS FOR DECISION

1.0 INTRODUCTION

OnJanuary 13, 2012, by way of Order G-3-12, the British Columbia Utilities Commission (the Commission) issued
a Decisiononthe FortisBCInc. (FortisBC orthe Utility) Application fora Residential Inclining Block Rate (RIB
Application)and directed FortisBCtoimplement the RIB rate to all residential customers with the exception of
those taking service underthe Time-of-Use (TOU) rate. Asa result, residential Rate Schedule 1was amended to
reflectthe replacement of the flatresidential rate with the RIBrate and on July 1, 2012 all residential customers
not served onthe TOU rate were moved to the RIB rate. FortisBC calls the RIB rate the Residential Conservation
Rate (RCR), and formally referred to it underthis moniker.

Order G-3-12 also directed FortisBCto establish a control group (RCR control group) in conjunction with the
introduction of the inclining block rate to develop elasticity data fromits own customers.

2.0 THE APPLICATION

Subsequenttoimplementing the RCRrate FortisBCidentified twoissues withthe ratein its currentform. In
orderto address these issues FortisBC filed an Application with the Commission on September 27, 2012 for
approval of the following (the Application):

1. Anewrateschedule (Rate Schedule 3—Exempt Residential Service)to be established and applicable to:

a. Customerswhoare members of the RCR control group; and

b. Eligible farm customers, asidentified in the Special Conditions applicable to Rate Schedule 3;
2. A minorchangeto the Company’s Terms and Conditionsto reflect 1(b).
3.0 SUBMISSIONS

FortisBC submitted in the Application thatthere would be minimal impact to either FortisBCorits customersin
general if the Commission were to approve the items requested in the Application. FortisBC further submitted
that an opportunity for written comments by the parties of the 2009 Cost of Service and Rate Design should be
sufficientforthe Commission to make a determination.

On October5, 2012, the Commissionissued aletterto Interveners of the FortisBC 2009 Cost of Service and Rate
Design Application and the RIB Application (combined distribution list of 37) requesting written submissions on

whetherthey supported FortisBC’'s Application for an Exempt Residential Rate and what further process, if any,

they considered necessary.

The Commission received submissions from Henry Stanski (Strata KAS2464), Andy Shadrack (Area D Director for
the Regional District of Central Kootenay)and Norm Gabana, after which FortisBCfiled areply submission. The
three submissions supported an exempt residential rate forthe RCR control group; however, none of the
submissions supported the exemption foreligible farm customers. None of the submissions advocated for more
process.

FBC-Application foran Exempt Residential Rate
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4.0 REQUESTS: RATE SCHEDULE 3 — EXEMPT RESIDENTIAL SERVICE

4.1 RCR Control Group Exemption
Background
As directed under Order G-3-12 FortisBC established an RCR control group from a stratified random sample of
residential customers. Each participantinthe control group needsto be kepton the prevailingflatrate in order
to determine the impact of the inclining block rate structure on consumption habits. However, no provisions
were made as part of Order G-3-12 to establish arate schedule forthe RCR control group. Asa result, the group
iscurrently beingbilled at a rate forwhich no approved rate schedule exists.
The Utilities Commission Act (Act) section 61 (3) states that “[t]he ratesin schedules as filed and asamendedin
accordance with this Actand the regulations are the only lawful, enforceable and collectable rates of the public
utility filingthem, and no other rate may be collected, charged orenforced.”
In orderto rectify this situation, FortisBC filed the Application to re-introduce aflat rate schedule (as Rate
Schedule 3attached as Appendix Ato the Application) equal to the Rate Schedule 1flatrate that would have

beenineffecthadthe RCR notbeen approved.

FortisBCstatesin the Application that the flat rate and the RCR are considered revenue neutral across the
residential customer class and thereforethere are no cost-of-servicerelated issuesinherentin the request.

Submissions

None of the submissions received by the Commission opposed re-introducing the flat residential rate (Rate
Schedule 3) forthe RCR control group.

FortisBCstatesinits reply submission that the exempt rate should be approved forthe control group customers
regardless of the Commission’s determination with respect to eligible farm customers.

Commission Determination
FortisBCisrequired by the Commission to have an RCR control group but currently does not have an approved
rate schedule underwhich to bill this group. The Commission has reviewed proposed Rate Schedule 3 and
approves its use for the RCR control group.

4.2 Eligible Farm Customer Exemption
Background
In the Application, FortisBC submits that subsequenttoimplementing the RCR the Utility identified issues with

the RCR relating to certain farm customers. Undersection 4.3.5 of FortisBC’'s Terms and Conditions, certain
farms are permitted (optional)to be billed underresidential rates as follows:

FBC-Applicationforan Exempt Residential Rate
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“Farm residences and their outbuildings shall qualify for the Residential Service rate providing
the farm is assessed for property tax purposes as agricultural lands and the Service is used
primarily forthe production of food or industrial crops onthatland. Otheruse forcommercial
or non farm purposes is billed onthe Commercial Service rate.”

Pursuantto Order G-3-12 current FortisBCfarm-use residential customers have been transferred tothe RCRas
of July 1, 2012 and any future farm-use customers who elect to take service underthe residential rate will also
be placed on the RCR under the current tariff conditions.

In the Application, FortisBC requests that these farm customers be exempt fromthe RCR because they are
potentially unduly penalized underthe RCR, given thatalarge portion of theirconsumptionisfornon-residential
use. FortisBCalso provides furtherrationalestating that BCHydro has a Farm Exemption."

However, FortisBC further states thatit “does not have segmented information that would allow forthe
identification of farms as a sub-group of the residential class and therefore cannot provide and estimate the
financial impact tothe Company of a certain percentage of farm customers movingtothe RCR.” However,
FortisBCsubmitthatitis not likely to be significant.

Submissions

Of the 37 participants that were given the opportunity tocomment on the Application only three parties
submitted comments, none of which supported the proposed exemption for farm customers.

Strata KAS2464 submitsthat “...subsidies, grants and exemptions should be provincially administered to bring
equality to Agricultures Farms.” These include subsidies, grants and exemptionsincluding pesticide programs,
tax exemptions and water consumptions ratesinaddition to electricity rates. Strata KAS3464 furtherstatesthat
BC farms are in a healthy position and nolongerneed special exemptions. Strata KAS2464 put forward eight
guestionstheywould liketo have answered by FortisBC, some of which are out of the scope of this Application,
as they do not fall underthe jurisdiction of the Commission, and others which the Utility has stated in the
Applicationthat they do not have the data requested.

Andy Shadrack submits that if FortisBC does not know how many of the 80,000 residential customers would be
eligible forthe proposed exemption how they could know the impact on the remaining residential customers.
Mr. Shadrackis also concerned that other customers may come forward seeking asimilarexemptionin the
future. However, Mr. Shadrackis sympatheticto the financial plight of many farmers and suggests the
Commission considerallowing atemporary farm customer exemption tariff until FortisBC determines the
financial impacttoitself and otherresidential customers.

Norm Gabana’s submission was simply in support of Andy Shadrack’s submissions.
FortisBCstatesinits reply submission that “[t]his exemptionis not a subsidy to any portion of the agricultural

sector. Rather itfollowsfrom recognition of the mixed commercial/residential nature of some farmsina
manneralready considered and approved by the Commission forthe BCHydro service area. As such, it provides

1
In the BC Hydro Residential Inclining Block (RIB) Rate Application, BC Hydro proposed farm accounts be exempt fromthe RIB Rate and be billed ata flat
rate. Therewasllittle attention brought to thisissue inthe Information Requestand Submission process with the Commission ultimately approving
BC Hydro’s request. Currently BC Hydro farm accounts are exempt fromthe RIB rate and are charged under Rate Schedule 1151.

FBC-Applicationforan Exempt Residential Rate
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consistenttreatment of these customers in all areas of the province.” FortisBCfurthersubmits thatthe mix of
commercial and residential consumptionis the driverforthe exemption. “Commercial consumptionis not
subjecttoa residential conservationrate.”

FortisBC furtherstates that “this exemption does not provide a ‘wedge’ that will lead to other higher-
consumption residential customers having alegitimate claim for similar treatment. Aresidential customer
whose consumptionis solely and properly forresidential serviceis appropriately placed on the conservation rate
regardless of consumption.”

FortisBCalso submits that although the data to summarize the usage characteristics orthe number of farm
customersis not currently available, thatin the future (if the exemptionisgranted andin place fora defined
period) the Companywould be able to calculate the aggregate bill differential between the stepped and flat
rate. However, FortisBCasserted thatif the farm exemptionisapproved they do not anticipate the financial
implications to be significant and states that at this time they consider the greatest possible financial
implications would be aloss of revenue fromthe farm customerresultingina0.2 percentimpact torates
generally.

Commission Determination

The Commission considered having afurther written process to obtain more information regarding the
proposed eligible farm customer exemption. However, the Commission noted that FortisBC does not have the
necessary dataavailable at thistime. The Commission agrees with Mr. Shadrack’s position, thatif FortisBC does
not know how many of the 80,000 residential customers would be eligible for the proposed exemption, how
couldthey know the impact on the remainingresidential customers? Asa result, the Commission determined
that any further process would not provide the information required to approve a permanent eligible farm
customer exemption.

However, given the small number of submissions objecting to the farm customerexemption and the fact that BC
Hydro currently provides afarm customer exemption in otherareas of the Province, the Commission does not
think it appropriate at this time to completely deny FortisBC’s request.

The Commission recognizes the meritin Mr. Shadrack’s suggestion to approve the eligible farm customer
exemption onatemporary basis to allow FortisBCto collect the data necessary forthe Commissionto make a
fairdetermination fora permanent farm exemptionin the future.

Therefore, the Commission approves FortisBC to establish a new Exempt Residential Farm Customer Rate
Schedule on an interim, non-refundable basis only. The rate is non-refundable as to not unduly penalizean
eligible farm customer, who elect to go onthe flatrate, in the event thatthe Commission does notapprove a
permanent exemption in the future.

The Interim non-refundable Exempt Residential Farm Customer Rate Schedule will be cancelled 15 months
after the date of this Order unless, by that date, FortisBC has filed a Farm Customer Exemption Application
with the Commission for approval of a permanentrate. The Farm Customer Exemption Application should
include sufficient evidence to support a permanentfarm customer exemption. Dataon each of the customers
who transferto the Exempt Residential Farm Customer rate should be provided, including the aggregate bill
differentialbetween the step and the flatrate and the impact to the remaining customers onthe RCR.

FBC-Applicationforan Exempt Residential Rate
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The Commission notes that Strata KAS2464 and Andy Shadrack put forward in their submissions questions to
FortisBC. The Commission encourages these parties to put forward any relevant questions when/if FortisBC
submits a Farm Customer Exemption Application forapermanentrate.

FBC-Applicationforan Exempt Residential Rate



