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COLUMBIA 

July 9, 2013 

Ministry of 
Energy and Mines 

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

Dear Ms. Hamilton: 

Ref: 79246 

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 F ortisBC Energy Utilities' Common Rates, Amalgamation and Rate 
Design Application, as established by Order No. G-IOO-13. 

The Ministry supports reconsideration of Order No. G-26-!3, 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 F ortisBC 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 F ortisBC 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 F ortisBC 
support letter enclosed. 
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Documentation 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.bc.ca 
Telephone: 250-952-0651 

Thank you for your attention. 

Sincerely, 
--"".c.-~ 

Les MacLaren 
Assistant Deputy Minister 



April 15,2013 

Ms. Diane Roy 

Ministry of 
Energy, Mines 
and Natural Gas 

Director, Regulatory Affairs - Gas 
FortisBC Energy Inc. 
16705 Fraser Highway 
Surrey, BC V4N OES 

Dear Ms. Roy: 

CLIFF NO.: 77536 

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, Amalgamation 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 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. 

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 (see attachment). 

Other provinces have seen the amalgamation of natural gas utilities such as Centra Gas in 
Manitoba. ln Manitoba a series of corporate acquisitions and regulatory approvals over a 
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number of years led to several smaller utilities being amalgamated into one utility 
(Centra Gas Manitoba, now part of Manitoba Hydro) and eventually to 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 ofFortisBC 
Energy Inc., Inland Natural Gas, Columbia Natural Gas, Fort Nelson Gas and the Gas 
Division ofBC 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 COlnmon Rates, Amalgamation and Rate 
Design Application indicated that they were in favour of postage stamp rates with the 
exception of interveners representing the interests 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. Equality of Investment 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 Vihistler system are disadvantaged by higher rates, in the order 
of 50% or more than the corresponding commercial rates in the mainland service 
areas ofFortisBC 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 elsewhere in the Province to locate. TIlls 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 I and 
in the Tenns ofReference2

, industrial economic development and postage stamp 
rates were raised in the Dawson CreekfChetwynd Area Transmission Application by 

lhttp://wwv,,.emor,Qov,bc.calEPD/PagesllndllstriaIEiectTicitvPolicvReview.aSDX 
2http://lyvW\V .emor.2:0V .bc.caJEPD!Doeuments!IndlGtrial%20Electricftv%20Po lic-v%20Revi-ew%2 OT enns%2 
Oof%20Reference~FINAL.Ddf 
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BC Hydro to the Commission. The Taskforce has published a number ofIssue 
Papers including one on postage stamp rates, and has received a number of responses 
on this issue. For example Canadian Association of Petroleum Producers notes that 
H[P Jostage 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 Be states that they 
"[do] 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 supports Postage Stamp Rates." 

In May of2012, the Lieutenant Governor in Council issued the Greenhouse 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 
transportation 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 utilities. 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. 

2. 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. 

3. Customer Rate Impact: 

The Ministry is of the opinion that the next several years will be an opportune time 
for transitioning to postage rates given forecasts for continued low natural gas 
commodity prices. This will help minimize rate spikes for customers. The increases 
of 5% for the majority of customers (which are located in the Lower Mainland, 
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 
was given to what an appropriate level of cost sharing should be by Vancouver Island 
and Whistler customers from a regulatory fairness 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. PatrieiaA W~ 
Presidmt. 
·Uuion(ifBdtIsh C~ia MlIIIicipalitics 
6G -1G551 SW1brjdge Way 
Ridnnond, Be V6X2W9 

DearMs.W~: 

BCHvoRO 
2007 RATE DESIGN EXHIBIT 8-47 

. '~youfbryourlcCt#ofMarcb19,200.3~UJ.oTJnlonofBrl1ishCo1umbia 
Municipalities' (UBCM) ""4itiona1 'riewt COD" ming the Govliu"Mnt'a new Energy 
Plan:: "EacraY for O\lf Fufure~ A PIau lbr BC." 

With xcspect to electricity rates, the ~ llOI1tIact will lock in tho v.Ihltt of the existing 
Iow-cost 0eneu.U04forthebeliefitofallBmish.COl1Imbiao$.Low-cOst~ 
\\ilI.bft~ avaiJablelo tile lIisuibutionarmOfBCH,dro. It willbebllmdcd J::..r 
SO\Ir(:C$of. biJt,y,sueha=J ~~_iMcpeM!d~ptOO!!!ets (lPPs). 
CUlM" .. , clecI:Iioi1:jt DtIIS wm bellllt tcmtcet them:ra&eCq$tof e1«t1'k:ity, jushs tbily 
are set. tcd!Iy.To e1)SIlre~l"Ule lIS l.9\'1 as. posst1Je-, tlielltitiah CoIumbia . 
UtiJitiesC~(BCUC)wiliJeviewBCHydro's~l'Ilf!!$,8!Iwel1l15t1le 
C!OIl!l'aCIS betw4l1 BCHydro andn'tt to eIisItte the ronlrdtepresetttthe best deal fur 
~ 

EJ'eeb:idty ~·"\¥Illbesct on« posUsae -.ba.$is.. 1'hi5 -'1S all customers within.a 
paxtiI::u!tr~eiass willteeeivethe~mc.~~s oftl:!eirfQcationinthe 
PIoVince. ~_ ~ will1x:~ il)idWy forh!rge·~ to provide 
them. wUhan o~ to saveQll~~~ billStI!rot!ghce:ffi.~·~ 
Itlad shiiMg, Or SCIIltcill&.~iQUui_~ lwish,to stress these new 
. ratea·are tc ~h!rge c:\ist(lOiel! Wilban tIjlpo.iluuity 11) 1'tli!W:e their eleomoity Ct!$tS, 

not to ioctease their costs. 

IIInII!trY of . 

eMrsY"'- ::6'&'&";.I'r4v_ 
_Be""", !U!l! 
~~_3Sl'. 

FW:oImiIir. 25!!-..s 
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BCUCmitws am publil:revicwB, mall mi:ellcldets. inclnding looalgo VI" ""!Mil!, am 
welcome to PClici}Jafe and1oprovidcinput.The~t~ C1.Ii:1ImtlY~. the 
VIIIICOlbVIU!d GeM'doq ~.pn!pOsed fOrNamrimn. 811 wd1athe llmn$ of the 

, 'Jl!OjJOIJedhcmagccOlitmot The UBCMandils~~~to~in 
flIeRPMl~.BCHydmwi1hJsoapplytollloBCI.TCfOrll.~by 
Marl.1h 2004, and ~ go1ici mUffit!! ate welCcm.e'lo-parIicIpate in that ptoceS$ as Well. 

The¢Ontactfor~i.!IfumJationonthc:aCUC;llIldhow1opartici~1nthe 
CJll8OlngVmcouverrsJmdGet!mt!on~arulhcrltagecOntrilCt!e'MNs,isM 
fil11ows: 

Mr. Robert J. Penatt 
Cl)'U!lIi$$lonBectetUy. 
BritIsh Calnmbia utilftiei Commilfl'ion 
SixthF!oor.900Howe Street 
BoxZQ 
V~>BC V6Z2N3 
'TelephOne> ($l4}66IJ.4700 
~.,..,. {604}660-11D2 
~Tdi~1~m5 
w~WIWWwj.!,Wm 

Withm!pCd:1o~~lnYolvementinW1'3si1ing1ltl4~~ 
, ,.~.sw:hMtheFJiv!r!i"'l\el!talA!n!F_Qffit:eaooLaildandW* 
. Bmish Co11l!IlbialDe.. IIlwayacOnIerwit!J.loca1 ~dming the%eVicw of 
proposIIls. LooaI·go.eiUf!lentsb;m:.~ity()over~ZOll.illgandrl'P'Jl#niibs=and, 
assucl!,CII!I.~:hoWcr~Pl'Il.iecta'-~ A3~D:laYla1ow,1JIlW 
kgisl. ilJ~OOIiIifQmd, tbatwin ~Wc pwpo.QWj$1o VIOtk'iYitb l~ ~ 
autborl~to IeSOlveillBues. I ~ youhavellad ~Omon1hls.1ssue with 
~KevhlFIIlcon.M:l!!istercfStatefOrIlel'egufu.tiott.· 

On the issue of~ ~g SQlIlOorlllloi'theirownpawer, thcre.lBllOthiIlg 
inthe EnlqyPIm~.ms typeof~. MucieipallyOWiledut.1j!imlll'enci 
SlIbje¢iwxegil1affcn bytheBCUCfOtthe~:k:ityseMa!s they.~w1!hin 
~.~ HOWeYet.~cetltll5idcmnnkripillboundatiesill~ectto 
BCUc.~ 'IhCrc.m:e ewentiy mwanicipell1ti1itiesinBlilish c<>mbia 
Exceptio. the City of'NclsoD. whiQh O'WllS II liJ>dro-clc:cttlt genetatiDi~Onihc 
.KootcnaiRiver.thl:seutllitiasSO\lrCethcit~primarllyftomAquiJaN~ 
Canada and Be Hydro. 
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Thcissue of revenue shaziIlB 1$ a complex ~ wil.ich will CIVOlve. AcconfinalY. I am 
not ablttO; ptOVidt, you with ibr!hetiof'ormatiOn'at this time. However. youmay ~ 
awa thenewBC ~ Fconon1k ~.llIilOUIicedillthe 'l1Itoi1e Speech, will 
-fMnIIInjo~plan&impL"""!te4acrosstheProviuee,hIcluding~ 
In blUspotbiliM,iDftaSb .tdnte" 'new oppottlllli~es f'ortourlsm, spOrt tII4 ~ ami a 
reVitalizatfimaUligustry. As weU.thm will ~job cte!it!on ill ~ bed metbsM,' IIIld 
ilrih«aciMtyilloilaud gas cxphmil:lQn aud~ 

Your oomment wIth~ to local govemmentgnmts-in-lieutsnotecL The EIIergy Plan 
~ yourc· .... ,nwmts reamIil1iteSoume~.altcmative CIICl'SY. 8Ild ene:gy 
~ illanumbetofwaya. For!!lCampJe. ntiUffM, jncbufi!'l BCHydto, have a 
lespol)$lbilityto GISI.11ethCy:h&ve mtf!icleut supptyto mm tile nee& (J£tiir~, 
ThcBCUC, aspmOfitullpervi!Joiy fi:aIcl:iolla,wlllrilViewutiliflplans to _ utiliIies 
])ave adequate NIiOIlrCesto meet 1heb: """OIDers' dr"'mfa for electricity. 

~ en,ergydevelopm.ais encouraaed byfte Enetgy Plan'uclquiI=C!lubat 
,eIeatrlcity distributoJs pIlI'SIle avoluDlalygoat to acquire 30pereent ofnewSllpply from 
Be Cklm Bleetr:illity avet tile next 10 yeam. 

TheBaltgyPlan a!so has a IlIlIl'.Iber ofPoliey Actlon items to promcte eonservation. 
1lu=se inclnde~ 

• updating8lld"paudina'theEnugy~Act; 
• ~with the buildiJIg~. goV!l\'1!f!ll>!lt and otbets to improve 

e!!eigyd'liciencyill_andox.islingbm'dit!&s; 
.' S1ep,ped mtes topravide bet\erpric:csipls to large el«:trieity~; and 
• IliiC,,,Ung the Utilities CcwnislionActto mnove a disincentive for energy 

diStIibuton to invest' in llOIISCIVII1ion lIildeneJ'8Y efSclency. 

I tl'U$this1etter(alongwithlDJ' previous IetErto)'OU ofMaich S, 2(03) will clarify tile 
~ wised by tile UBCM Execudve. ' 

Slncemy, 
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