FEU COoMMON RATES, AMALGAMATION RATE DESIGN
RECONSIDERATION PHASE 2 ExHIBITC3-1

BRITISH  Ministry of
COLUMBIA  Energy and Mines

Ref: 79246

July 9, 2013

* Ms. Erica Hamilton
Commission Secretary
British Columbia Utilities Commission
Box 250, 900 Howe Street
Sixth Floor
Vancouver, BC V6Z 2N3

Dear Ms. Hamilton:

I am writing to register the Ministry of Energy and Mines (Ministry) as an intervener in
the reconsideration of the British Columbia Utilities Commission’s {Commission)
decision related to FortisBC Energy Utilities’ Common Rates, Amalgamation and Rate
Design Application, as established by Order No. G-100-13.

The Ministry supports reconsideration of Order No. G-26-13, as noted in the April 15,
2013 letter from the Ministry to FortisBC supporting their request for reconsideration
submitted on April 26, 2013. In the letter the Ministry notes the following:

“From a public policy perspective, the Ministry is of the opinion that a common
rate resulting from the proposed amalgamation of FortisBC Energy Utilities will
have benefits for all FortisBC Energy customers in British Columbia.

Government policy has been to promote access to energy services on a postage
stamp rate basis so that all British Columbians benefit from access to services at
the lowest average cost.”

The Ministry continues to hold these views, and from a broad policy perspective suggests
that common rates as proposed by FortisBC Energy will: (1) provide investment equality
across the FortisBC Energy service areas; (2) streamline regulatory requirements
allowing FortisBC Energy to more effective in its utility management; and (3) minimize
regional rate impacts by taking advantage of low commodity gas prices predicted for the
next several years. These areas are explained in more detail in the Ministry’s FortisBC
support letter enclosed.
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Pocumentation related to the reconsideration should be directed to:

Paul Wieringa

Executive Director, Electricity and Energy Efficiency Policy
Electricity and Alternative Energy Division

Ministry of Energy and Mines

Email: Paul. Wieringa@gov.be.ca
Telephone: 250-952-0651

Thank you for your attention.

Sincerely,

Les MacLaren
Assistant Deputy Minister




Ministry of

BRITISH  Energy, Mines
COLUMBIA  and Narural Gas

CLIFFNO. 77536
April 15,2013

Ms. Diane Roy

Director, Regulatory Affairs - Gas
FortisBC Energy Inc.

167035 Fraser Highway

Swrey, BC V4N OER

Dear Ms. Roy:

*

The purpose of this letter is to advise that the Ministry of Energy, Mines and Natural Gas
(Ministry} supports FortisBC Energy Utilities’ request to the British Columbia Utilities
Commission (Commission) to reconsider the Common Rates, Amaigamation and Rate
Design Application Decision {Decision) dated February 25, 2013. The Ministry requests
that the FortisBC Energy Utilities include this letter in their application to the

Commission for reconsideration.

From a public policy perspective, the Ministry is of thé opinion that a common rate
resulting from the proposed amalgamation of FortisBC Energy Utilities will have benefits

for all FortisBC Energy customers in British Columbia.

Government policy has been to promote access to energy services on a postage stamp rate
basis so that all British Columbians benefit from access fo services at the lowest average

cost.

We provide three examples of the confirmation of this policy. In 1962, BC Electric and
the BC Power Commission amalgamated to form the BC Hydro and Power Authority
(BC Hydro). In that year, a postage stamp electric rate was established for all residential
customers in areas served by BC Hydro, While there were different capacity and energy
charges for industrial customers for Vancouver Island and the North Coast from the
Lower Mainland, in 1975, postage stamp rates were implemented for BC Hydro. More
recently, on May 27, 2003, then Minister Neufeld confirmed the Province’s position with
regard to postage stamp rates for BC Hydro (sce attachment),

Other provinces have seen the amalgamation of natural gas utilities such as Centra Gas in
Manitoba. In Manitoba a series of corporate acquisitions and regulatory approvals over a
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mumber of years led to several smaller utilities being amalgamated into one utility
{Centra (Gas Manitoba, now part of Manitoba Hydro) and eventually o postage stamp
rates across the utility. Amalgamation of smaller natural gas utilities has also occurred in
Ontario with Ontario Energy Board approval, The predecessor utilities of FortisBC
Energy Inc., Inland Natural Gas, Columbia Natural Gas, Fort Nelson Gas and the Gas
Division of BC Hydro, were amalgamated and, with the exception of Fort Nelson, have
regulatory proceedings on a consolidated basis and postage stamp rates.

The Ministry notes that most interveners for the Common Rates, Amalgamation and Rate
Design Application indicated that they were in favour of postage stamp rates with the
exception of interveners representing the imterests of Fort Nelson Customers. The
Ministry also notes that the Industrial Electricity Policy Review Task Force process is
considering postage stamp rates and submissions to the Task Force support continuation
of postage stamp rates. This point is addressed in further detail below,

Based on a broad public policy perspective, there are three areas where the Ministry
supports a reconsideration of the Commission Panel’s Decision,

1. Egquality of Investinent and Job Creation Opportunities:

The Ministry is concerned about the impacts to business mobility in the absence of
postage stamp rates. For example, under the current structure, investment in the
regions served by FortisBC Energy’s Vancouver Island system (Sunshine Coast and
Vancouver Island) and Whistler system are disadvantaged by higher rates, in the order
of 50% or more than the corresponding commercial rates in the mainland service
areas of FortisBC Energy Inc. That means that investors looking to add value to
provincial natural gas resources, as supported by the Province’s Natural Gas Strategy,
by developing opportunities such as liquefied natural gas or chemical production
would look eisewhere in the Province to locate. This results in a competitive
advantage for the areas served by FortisBC Energy Inc. that has implications for
customer fairness from a broader public policy perspective. While many factors may
affect the competitive position of commercial enterprises in a particular locale, a
disadvantage in the area of energy Input costs may be significant and lead to
diminished economic development and job creation opportunities as a result.

As part of the Industrial Electricity Policy Review, a Task Force comprised of Messrs.
Newton, Ostergaard, and Trumpy has been established, As noted on the website and
in the Terms of Reference %, industrial economic development and postage stamp
rates were raised in the Dawson Creek/Chetwynd Area Transmission Application by

hitp:irenww.empr,gov. be.ca/EPDYPaces/Industrial ElecmicityPolicvReview. aspx
Thatpufwww.empr.zov.be.ca/EPDY/Documents/Industrials2 0E lectriciny®2 0Policv2420 Review%2 0 Terms 2
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BC Hydro to the Commission, The TaskForce has published a number of Issue
Papers including one on postage stamp rates, and has received a number of responses
on this issue. For example Canadian Association of Petrolenm Producers notes that
“[plostage stamp ratemaking is a common method of setting rates for many utilities in
Canada,” and they see “no reason to change from current postage stamp rate-setting
methodology.” The Association of Major Power Customers of BC states that they
“Ido] not propose any changes to postage stamp rates, and submits that they are
practically necessary and an underlying principle to other tariff structures in BC.”
Clean Energy BC “fully supporis Postage Stamp Rates.”

In May of 2012, the Lieutenant Governor in Council issued the Greenfiouse Gas
Reduction (Clean Energy) Regulation, under s. 18 the Clean Energy Act prescribing
the circumstances for natural gas incentives and infrastructure for use in the
trangportation sector. This regulation evidences the province’s desire for increased
use of natural gas in the heavy duty transportation sector throughout British
Columbia, since the regulation applies to all wilities. From a provincial, price
fairness perspective; postage stamp rates would provide consistent procing for the
program resulting in a greater.economic incentive throughout British Columbia to use

natural gas in the heavy duty transportation sector.

. Regulatory Efficiency:

Government policy is to achieve reductions in regulatory requirements and red tape.
Having only one revenue requirement, long-term resource plan, return on equity
finding, service offering applications, and common programs, instead of three
separate processes for the three utilities creates savings that can be passed on to
customers, Having the two smaller utilities merged with the larger one also
effectively spreads risk across a larger organization more able to mitigate/accept those
risks, and provides more stable rates to customers over the long term.

. Customer Rate Impact:

The Ministry is of the opinion that the next several years will be an opporune time
for transitioning to postage rates given forecasts for continued low natural gas
commedity prices. This will help minimize rate spikes for customers. The increases
of 5% for the majority of customers (which are located in the Lower Mainiand,
Interior and Columbia regions) are small compared to fluctuations in customer bills
that have been driven by changes in the commodity cost of natural gas over the past
decade. The current low commodity cost environment is an opportune time to
implement postage stamp rates. While there was discussion in the hearing process

~ about the phasing-in of postage stamp rates, the Ministry notes that no consideration
wag given to what an appropriate level of cost sharing should be by Vancouver Island
and Whistler customers from a regulatory faimess perspective. Establishing a postage
stamp rate along with appropriate rate riders could ameliorate the impact.
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The Ministry is of the view that reconsideration has merit based upon the above
discussion. The Ministry intends to seek registered intervenor status should the
Commission undertake a reconsideration proceeding.

Thank you for your consideration.

Sincerely,

Les MacLaren

Assistant Deputy Minister

Electricity and Alternative Energy Division
Ministry of Energy, Mines and Natural Gas
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Ms, Peiricia A. Wallzce
Vgt of Beitish Colurmbis Municipalities

60 - 10551 Shaifbridge Way
Rickmond, BC VaX2W9

Dear Ms. Wallace:
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Plan: 'Emgfaﬁm'ﬁm APlan for BC."
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Mwmwﬁl&mwammm This means all customers within a
paxticular customer class will receive the saine rats, vegariiess of their location in the
Frovince. New rate structires will be developed, initlally for large customers, to provide
them with an opportundty to save on their electricity bills theough efficiency mvestments,
16ad shifting, or soiwcing their electricity from ofber muppliers. I'wish o stress these new
rates are to provide large customers with an opportunity to redivice their clectricity costs;
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Vancouver Island Genseation Project, proposed for Nansimo, asvmﬁas&zmof&a
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proposals. Losel govemments have suthority over local zoning and p - {ssues and,
g3 such, can influeice how or where projects are developed. ésyonmﬁyknw,
legislstion is being considersd that will require proponents 1o work with local approval
authoritiss to resolve issues. Iundérstand you have had discussions on this issus with
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Except for the City of Nelson, which owns s hydro-clectric generating station on the
Kootenay River, ﬁwﬁﬁ&m&wmmmmﬂm

‘Cenada wnd BC Hydro.

e




.67/13/2007 10503 FAX 250 952 0184 ENERGY & KINES-BAED

-'s31i'

The:moiwshaﬁagisam;lmmwﬁ&mﬂmm Accordingly, I am

not gble to provide you with further information at this ime, However, youmaybe
sware the new BC Hesxtlands Economic Steategy, annouriced in the Throne Speech, will
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in tragsportation infea for tourism, sport and recreation, and a
revitalized forest industry. m%mwhmmmmmmm
firther activity in oil and gas exploration snd development,
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The BCUC, a8 part of s supervisory futctions, will review utility plans to ensure utilitics
have adequste resburces to meet their customers' demsmds for electricity.

Alemative ensrgy development is encouraged by the Energy Plan's requizement that
clectricity disiribartors pursue a voluntary goal to scquire 50 percent of new supply from
BC Cleen Electricity over the next 10 years.

The Energy Plan also bas a number of Policy Action items to promots tonservation.
Thase tckader

¢ updating acd expending the Energy Efficiency Act;

» working with the building tndustry, governments and others to improve
cnorgy efficiency innew and existing buildings;
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s amending the Utilities Copmmission Act to remove & disincentive for energy
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1 trugt this letter (along with my previous fetter to you of March 5, 2003) willalmfytﬁe
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