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Ms. Jessica McDonald 
President and Chief Executive Officer 
British Columbia Hydro and Power Authority 
16th Floor – 333 Dunsmuir Street 
Vancouver, BC   V6B 5R3 

Mr. Michael Mulcahy 
President and Chief Executive Officer 
FortisBC 
16705 Fraser Highway 
Surrey, BC   V4N 0E8 

 
 
Dear Ms. McDonald and Mr. Mulcahy: 
 

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

 
By letter dated July 6, 2015 (attached), Minister Bennett, the Minister of Energy and Mines and the Minister 
Responsible for Core Review, requested the British Columbia Utilities Commission (Commission) to report to the 
Government of British Columbia on five specific questions concerning the impact of the British Columbia Hydro 
and Power Authority’s (BC Hydro) and FortisBC Inc.’s (FortisBC) residential inclining block rates.  
 
Minister Bennett’s letter 
 
Minister Bennett states he has heard concerns that the residential inclining block rates may have unreasonable 
bill impacts on some customers including low income customers and rural customers without access to natural 
gas. 
 
Specifically the Minister requests the Commission provide the government information on five questions: 

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

• 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? 

• 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? 

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

• Within the current regulatory environment, what options are there for additional Demand Side 
Management programs, including low income programs? 
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Minister Bennett has also set certain issues as out of scope for this review process. Specifically, Minister Bennett 
states that any analysis of higher greenhouse gas emissions, electricity conservation, revenue neutrality 
resulting from the residential inclining block rates and any analysis of alternative rate structures are best left to 
existing regulatory processes other than this review process.  
 
Minister Bennett requests the Commission work with the utilities to collect the information necessary to answer 
these questions and report on any other relevant issues with the rates that have not previously been adequately 
addressed through existing regulatory processes or outreach with customers. The Commission is also requested 
to gather information from ratepayers in regions not served by natural gas regarding the impacts of 
conservation rates and awareness of ratepayer mitigation options.  
 
The Commission’s report is to include its review and analysis of data provided by the utilities and the 
Commission’s conclusions regarding the five questions. The report is to be provided to government after the 
evidentiary phase of BC Hydro’s 2015 Rate Design Application hearing, which the Minister expects will occur 
sometime in the second quarter of 2016.  
 
Commission objectives and proposed process 
 
The Commission proposes the following process to develop its report to government: 

• BC Hydro and FortisBC provide information on the methodology(ies) they will use to gather information 
and report on the five questions posed by Minister Bennett and any other relevant issues to be included 
in the report; 

• Interested stakeholders provide comments on the same; 

• The Commission makes its determination on the report methodology(ies), any other relevant issues to 
be included in the reports, and the regulatory timetable for the process; 

• BC Hydro and FortisBC gather information for their reports to the Commission according to the 
approved methodology(ies); 

• BC Hydro and FortisBC provide their reports to the Commission; 

• The Commission establishes a public comment process (format and final scope of which is to be 
determined); and 

• The Commission provides its report to government including a summary of the utility reports and public 
comments received and its assessment and conclusions. 

 
This proceeding is not a process to alter the rates. Rather it is a process to gather information and provide 
review and analysis on specific questions to the government. The Commission will not make recommendations 
in the final report but will provide analysis and conclusions as requested. We are seeking information from 
utilities that is as comparable as possible; thus, the first step in this process is to obtain clarity from the utilities 
regarding the methodology(ies) they will utilize in order to report on the five questions. We intend to make 
efforts to align the methodologies as much as possible in order to achieve comparable information from both 
utilities.  
 
Request for submissions 
 

The complete schedule for this process will not be established until the timetable for the BC Hydro Rate Design 
Application hearing has been set and until submissions are heard in this process. In the meantime the 
Commission requests the following information: 
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• BC Hydro and FortisBC  are requested to provide their respective submissions to the Commission by 
September 30, 2015 on the following: 

i. A detailed outline of the methodology(ies) for the report the utilities will submit to the to the 
Commission on the five questions posed by Minister Bennett including: 

a. How they intend to define “low-income” customers; 
b. How they intend to define “factors” that lead to high energy use; 
c. For each of the five questions, the general approach they intend to take to answer the 

question; 
d. Any other relevant method they will use to gather information or answer the questions 

posed within the Minister’s letter of July 6, 2015. 

ii. Any other relevant issues with the rates that have not previously been adequately addressed 
but should be reported on in the utility reports to the Commission and the Commission’s report 
to government; and 

iii. Comments on the Commission’s proposed process and suggested timing.  

• We are also seeking stakeholder input on the methodology(ies) from parties who have knowledge of the 
rate design. As such, the Commission requests the registered interveners in the most recent residential 
inclining block rate proceedings for BC Hydro and FortisBC to provide comments to the Commission by 
October 16, 2015 on: 

i. The utility methodology submissions; 

ii. Any other relevant issues with the rates that have not previously been adequately addressed 
but should be reported on in the utility reports to the Commission and the Commission’s report 
to government; and 

iii. Comments on the Commission’s proposed process and suggested timing.  
 
Participant Assistance/Cost Awards will be available for participation in this full review process. Those intending 
to apply for assistance may include a maximum of two days for making submissions on the information 
identified above.  
 
Public participation beyond the scope identified above will be established for the next phase in this review, after 
utility submissions and stakeholder comments are received, and common methodologies are achieved to the 
extent possible. This is likely to occur in spring 2016 and comments outside the scope noted above, including 
letters of comment, will not be accepted in advance of the Commission establishing a further process.  
 

Yours truly, 
 
Erica Hamilton 

AT/ls 
Enclosure 
cc: Registered interveners in: 
 BC Hydro 2013 Residential Inclining Block Rate Re-Pricing Proceeding 
 FortisBC Inc. 2011 Residential Inclining Block Rate Proceeding 
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Ref.: 90892 

Mr. Len Kelsey 
Chair and Chief Executive Officer 
British Columbia Utilities Commission 
Box 250, 900 Howe Street 
Vancouver, BC V6Z 2N3 

Dear Mr. Kelsey: 

BRITISH 
COLUMBIA 

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: 

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

• What evidence is available about high bill impacts on low income customers?; 
• 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?; 
• What is the potential for existing Demand Side Management programs to mitigate these 

impacts?; and 
• Within the current regulatory environment, what options are there for additional Demand 

Side Management programs, including low income programs? 

Ministry of 
Energy and Mines and 
Minister Responsible 
for Core Review 

Office of the Minister Mailing Address: 
PO Box 9060, Stn Prov Govt 
Victoria, BC V8W 9E2 

Telephone: 250 387-5896 
Facsimile: 250 356-2965 

.. ./2 



- 2 -

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 ofBC 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 ofBC Hydro's 2015 RDA concludes, 
which we expect to occur sometime in the second quarter of2016. 
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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, 

Bill Bennett 
Minister 

pc: Honourable Suzanne Anton 
Minister of Justice and Attorney General 

Ms. Jessica McDonald 
President and ChiefExecutive Officer 
BC Hydro 

Mr. Michael Mulcahy 
President and ChiefExecutive Officer 
FortisBC 


