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From: Teresa & Nick Marty <teresanick.marty@gmail.com>
Sent: Tuesday, October 13, 2015 11:34 AM
To: Commission Secretary BCUC:EX
Subject: RIB Report to the Government of BC -- Intervener Comments

October 13, 2015  

British Columbia Utilities Commission 

Attention: Ms. Erica M. Hamilton, Commission Secretary 

Dear Ms. Hamilton: 

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

Here are my comments on the submission of FortisBC (FBC) concerning the provision of a “detailed outline of the methodology(ies) 
for the report the utilities will submit to the Commission on the five questions posed by Minister Bennett”. Since FBC advised BC 
Hydro that the “two utilities are generally aligned with respect to the methodological approach”, my comments also pertain to BC 
Hydro's submission. 

It is my assessment that: 

 FBC's proposed approach will not provide an adequate response to Questions 1, 4 and 5; 
 FBC needs to clarify that it will be using current 2015 rates in determining incidences where bill impacts are greater than 

10%; 
 FBC should provide data on more factors than just housing type and primary heating fuel in examining the factors that lead 

to high energy and electricity use. They should also explain the analysis that they propose to undertake with this data to 
answer Question 3. 

The reasoning behind my assessment is provided below. 

1. Do The Residential Inclining Block Rates Cause A Cross-Subsidy Between Customers With And Without Access To Natural Gas 
Service? 

FortisBC (FBC) proposes to address this question by determining “whether there are cost differences in serving the two groups – 
those with and without natural gas”. This response does not address the question. To the extent there is cross-subsidization due to cost 
of service differences, it already existed under the previous flat rate system. The Minister's question pertains to the cross-subsidization 
caused by the residential inclining block. 

The concept of two-tier pricing is meant to deal with the problem that average cost pricing (such as the flat rate that FBC charged 
before the introduction of the RCR) tends to encourage a lower than optimal level of energy efficiency and conservation. According 
to this concept, the optimal level of energy efficiency and conservation can be achieved by setting a Block 2 price equal to the 
marginal cost of new generation. But, and this is critical to its design, only a small percentage of each customer’s total consumption 
(say 10 percent) is to be included in Block 2. 

Done this way:  

o every customer would have an incentive to conserve at the higher marginal rate; 
o no customer would experience a major bill hike (since they would only be paying the higher marginal cost on 10% 

of their electricity consumption); and 
o every customer could avoid an increase in their bill by taking energy efficiency and conservation measures. 
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The RCR, implemented by FBC, set for each resident, the same threshold of 1600 kWh for determining the percentage of electricity 
consumption that would be included in Block 2. This threshold was set at 90% of the median consumption of total FBC customers. 
Since there is a wide range in total household electricity consumption among BC residents, this meant that this approach resulted in a 
wide range of the percentage of electricity consumption included in Block 2. Instead of being 10% for each and every resident it 
ranged from 0% to more than 70%. And for the higher electricity consumers, since so much of their consumption was included in 
Block 2, it was impossible to avoid the resulting higher bills through conservation and energy efficiency.  

As a result, electricity bills went up significantly for 8.4 percent of customers (primarily those customers who use electricity for space 
and water heating). At the same time, nearly 70 percent of customers were billed less under the RCR than they would have been under 
the Flat Rate. One-third of customers saw a reduction in their bills of more than 10 percent as a direct result of the RCR, without, as 
FBC notes, having made any efforts towards energy conservation. 

FBC is correct in asserting that a “cross-subsidy exists between customers of a single output when different categories of consumers 
are treated in “economically unjustified” ways. And the RCR treats customers in such a fashion. There is no evidence that those with 
higher percentages of their consumption included in Block 2 are any less energy-efficient that those with little or none of their 
consumption in Block 2. Indeed, all evidence suggests that many of those experiencing higher electricity rates, as a result of the RCR, 
are simply residents who use electricity for space and water heating while many of those experiencing lower electricity rates are 
residents who use natural gas for space and water heating.  

The switch from flat rate to two-tier pricing was revenue neutral for Fortis. Hence, the increased payments made by the small 
percentage of customers who used electricity for space and water heating had to be transferred, in the form of lower electricity rates, 
to those using natural gas for heating. 

According to FBC, in its November 28, 2014 submission to BCUC: “The information concerning customer impact was available and 
discussed prior to and during the regulatory process that originally considered the RCR. As such, some level of subsidization was 
expected and has already been deemed to be acceptable by the Commission with the approval of the rate structure. The Company does 
not presume that high consumption is the result of wasteful or inefficient use of electricity by its customers and acknowledges that in 
some cases (such as with heat pump customers) may be the result of a conscious decision to install an option perceived to make less 
of an environmental impact” 

Question 1 can only be answered by comparing the revenue flows under the Residential Conservation Rate, as currently 
structured, with a theoretical two-tier pricing system in which each and every resident experiences the same percentage of 
electricity consumption in Block 2. 

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? 

In answering this question (and the previous question), FBC should use current 2015 rates. When the RCR was introduced on July 
1, 2012, the rate was 8.14 cents/kWh for the first 1600 kWh (Block 1) and 11.77 cents/kWh for the remaining consumption (Block 2). 
As of August 1, 2015, the rate was 9.56 cents/kWh for Block 1 and 14.76 for Block 2. Thus, over this three year period, the Block 1 
rate has been increased 17% and the Block 2 rate has been increased 25%. Given these increases, and the fact that the Block 2 rate has 
been rising faster than the Block 1 rate, the customers currently experiencing significant (over 10 percent) bill impacts is likely to 
have increased since 2012 (when FBC undertook its energy use survey). 

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? 

FBC “proposes to provide the Commission data on consumption by housing type and primary heating fuel as these are the primary 
factors that drive electricity usage”. FBC states that “additional information can be provided should additional research be conducted 
upon Commission direction”. It is not clear from FBC's Submission how they plan to analyze the data and present it to the 
Commission. 

The factors that affect energy and electricity use are well known and detailed for space and water heating in Annex I (below). 
However, quantifying the relative significance of each factor, particularly the factor of energy efficiency, can be very difficult without 
undertaking a detailed assessment of each individual residence. According to data provided by the Office of Energy Efficiency, 
Natural Resources Canada, the following is a breakdown of energy use for single detached homes in BC for 2010: 

Space Heating 59.3% 
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Water Heating 17.5% 

Appliances 15.8% 

Lighting 6.8% 

Space Cooling 0.6% 

Since 77% of the energy usage of single detached homes in BC is for space and water heating, it is essential that FBC 
incorporate the other major factors affecting the electricity consumption of these two end-uses for which they have data; 
particularly, outside temperatures, water heating fuel and secondary home heating fuel. The data on outside temperatures needs 
to be as location specific as possible. For example, my home address is Osoyoos but my residence is located in the mountains at an 
altitude of over 1000 metres. So, daily outside temperatures for my residence are 5 degrees or more cooler than they are for residents 
of the town of Osoyoos. In winter, this can have a significant impact on my heating requirements. 

FBC should be directed to examine samples of residences that consume around 30,000 kWh/year, 20,000 kWh/year and 10,000 
kWh/year and explain, to the fullest extent possible, the differences in electricity consumption among them.  In addition to 
responding to the Minister's Question 3, such analysis could shed light on how much of the differences in electricity use among 
customers might be due to the level of household energy efficiency, which is important for addressing Questions 4 and 5. 

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

FBC proposes to answer this question by providing “a list and brief description of existing programs that customers can participate in 
that can impact the factors identified in response to question 3”. This response will not answer the Minister's question. 

DSM programs are generally aimed at encouraging and facilitating energy efficiency improvements and some fuel switching (such as 
using solar for hot water heating). The potential for FBC's existing DSM programs to mitigate the electricity bill impacts of the 
RCR depends on two factors: 

o energy inefficiency must account for a significant portion of the household's higher electricity consumption; 
and 

o the household must be contemplating a renovation or replacement of aging energy-using equipment (such as 
the hot water heater or space heating system). 

If the first factor is not in place, then even a successful DSM program will not be sufficient to significantly lower the customer's 
percentage of electricity consumption that is in Block 2 and hence significantly mitigate the bill impacts of the RCR. 

And, even if the first factor does exist, it will not be close to economically feasible to, for example, replace the heating system with 
one that is more energy efficient, unless that system is close to the end of its economic life and in need of replacement. If the current 
energy-using equipment in the house is relatively new (i.e. less than 15 years old), the DSM program would have to offer major 
financial subsidies to make its replacement an economic proposition. 

To respond adequately to this question, FBC needs to provide an analysis of the above two factors for the set of higher electricity 
users that it examines as part of the response to Question 3. 

5. What options are there for additional DSM programs?  

The potential for additional DSM programs to significantly mitigate the bill impacts of the RCR will depend on the same two 
factors described in Question 5 and so should be subject to the same analysis. 

Sincerely, 

Nick Marty 

------------------------------------------------------------------------------------------------------- 

ANNEX I  
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MAJOR FACTORS AFFECTING ELECTRICITY USED FOR SPACE AND WATER HEATING 

Energy efficiency, along with household size, is one of the most important factors in determining differences among customers of the 
amount of electricity that is consumed for appliances and lighting. In the case of space and water heating, however, energy efficiency 
is only one of many factors affecting the amount of electricity consumed. A list of the most important factors is provided below. It is 
possible for one household to be significantly more energy efficient than another and yet consume considerably more electricity. This 
could happen, for example, if the more energy efficient household was located in a colder climate or if the less energy efficient 
household used natural gas or wood for heating purposes. Different activity levels could also be a major factor. 

Space Heating 

Activity - floor space, desired room temperature, heated outbuildings, days of occupancy  

Weather – outside temperature 

Energy Efficiency – of heating system, of building envelope 

Fuel – use of natural gas or wood for primary or secondary space heating 

 

Water Heating 

Activity – days of occupancy, number and type of residents, dishwashers, clothes washers, hot tubs, heated pools, outbuildings with 
heated water 

Weather – outside temperature, water temperature 

Energy Efficiency – of hot water heater, of hot-water using appliances 

Fuel – use of natural gas or solar for primary or secondary hot water heating  


