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In July of this year, Minster Bennett wrote to BCUC CEO and Chair Len Kelsey 
requesting that the Commission generate a report on the impacts of both the British 
Columbia Hydro and Power Authority's (BC Hydro) and FortisBC Inc.'s (FortisBC) 
residential inclining block rates including, but not limited to, answers to five specific 
questions addressing cross-subsidization, low income customer impacts, factors that 
lead to high energy use, potential for DSM to address those impacts, and the options 
available to add more DSM within the current regulatory environment. 

On August 17, 2015, the BCUC, via Exhibit A-1 filed in this process, requested 
preliminary commentary from BC Hydro and FortisBC outlining the methodology(ies) 
they intend to use in their report to the BCUC as well as identification of any additional 
relevant issues and commentary on the Commission's proposed process and suggested 
timing. Interveners have been asked to respond to the Utilities' methodology 
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submissions while also being provided with an opportunity to identify other relevant 
issues not previous adequately addressed as well as the Commission's proposed process 
and suggested timing. 

We make the following submissions on behalf of our client COPE 378. 

i. The Union's Response to the Utility Methodology Submissions 

a) How they intend to define "low-income" customers; 

Both BC Hydro and FortisBC indicate they intend to use the Low Income Cut Off 
(LICO) as the upper limit of those they will define as low income customer accounts. 
BC Hydro listed the four reasons it considered the LI CO an appropriate definition of 
low income customers: 

LICO rates are updated annually using CPI; 
LICO includes required spending on a more comprehensive set of basic 
necessities than some other metrics used to define low income customers; 
LICO is more sensitive to family and community size than some other 
metrics so it better reflects regional costs of living; and 
LICO is the basis for all 2015 RDA residential modelling. 

COPE 378 accepts both utilities use of the LICO as a means of defining their low income 
customers. While it is an imperfect measure of true poverty, it is the best tool available 
absent an assessment of each individual customer's circumstances: an impractical 
suggestion for this process given the time and expense that kind of exercise would 
require. 

However, this acceptance of LICO as a means of defining those customers who are low 
income does not mean the Union accepts that all information must be calibrated to 
only this metric. BC Hydro has indicated it is not practical to provide impact and other 
information on low income accounts defined by 1.3 times LICO (consistent with its 
DSM definition of low income). COPE submits that information based on this 
definition would provide a much better indication of the impact of RIB for a broader 
class of low income customers and that BC Hydro should be encouraged to provide 
whatever information and insights it can readily compile on this larger group of 
customers (e.g. information on dwelling type and heating source itself would also be 
useful). 

b) How they intend to define "factors" that lead to high energy use; 

In their submissions, both utilities indicate that they intend to rely upon information 
regarding the housing type and primary heating fuel to gather information to define 
these factors. COPE does not suggest any additional factors to consider. 
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c) For each of the five questions, the general approach they intend to 
take to answer the question; 

Question 1: Do the residential inclining block rates cause a cross-subsidy between 
customers with and without access to natural gas service? 

Both utilities suggest they intend to examine the cost of service for customers living in 
communities with and without access to natural gas service. It is important for the 
utilities to be clear on the definition they intend to apply to determine whether and to 
what extent a cross-subsidy exists. BC Hydro makes reference to cost of service and 
Fortis suggests a cross-subsidy would exist if different categories of customers are 
treated in an economically unjustified manner but neither has provided the specific 
method and criteria it intends to apply to determine if a cross-subsidy exists. 

Depending on where one looks, there are subtle yet material variations in the definition 
of cross-subsidization. One widely accepted definition is that a cross-subsidy occurs 
when the prices or rates different customers pay result in different amounts or 
percentages of cost recovery. In other words, one group of customers shoulders a 
higher price than their COS indicates is justified in order to facilitate lower prices for 
another group than their specific COS indicates is justified. COPE suggests that BC 
Hydro and FortisBC confirm whether they intend to apply this definition of cross
subsidization in their investigations and reporting and if so, how. If not, then they 
should explain specifically what definition they intend to apply instead. 

Whatever definition the utilities intend to apply, in the Union's view it will be 
important to respond to the Minister's question in two steps. First, the Utilities should 
examine whether and to what extent the RIB rate itself results in a cross subsidy 
between large and smaller use customers, and, in particular, between customers with 
and without electric heat. Then the utilities can move to the second set of questions: is 
cross subsidization occurring; if so, to what extent; whether there is a cross subsidy 
between customers with and without access to natural gas and why. 

This two-step analysis will better inform the Minister and all parties of the factors 
relating to cross-subsidization. In particular it will allow parties to distinguish between 
any cross subsidy effect inherent in the RIB rate and the compounding or offsetting 
effects of living in communities without gas service. 

Question 2: What evidence is available about high bill impacts on low income customers? 

Both BC Hydro and Fortis intend to use LICO to define low income accounts. BC Hydro 
will consider the impact of RIB on these accounts based on (i) a 2oo8 BCUC finding 
that the vast majority of low income customers are better off with RIB than without it, 
(ii) the fact that its preferred option for implementing rate increases over the 2017-2019 
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will result in no customers having a high (greater than 10%) percentage rate increase 
(all customers will face the same proportionate general rate increase); and (iii) its 
analysis of the customer-specific impacts of moving from RIB to a revenue neutral flat 
rate. Fortis will address this question in conjunction with its analysis of factors leading 
to high energy use ( Q3). 

BC Hydro notes that low income customers (as defined by LICO) constitute a larger 
percentage of BC Hydro's apartment/ row housing than single family dwelling 
accounts. It would be useful for BC Hydro to provide the number actual of accounts in 
apartments/ row houses and in single family dwellings, not just percentages of each 
housing type category. Further, it would be useful to have the actual number of low 
income accounts in single family dwellings relying on electric heat since those 
customers will be affected by RIB rates quite differently than the average LICO account. 
And, to be responsive to the Minister's concerns, it would be helpful to know the 
number of low income accounts in different dwelling types, with and without electric 
heat, in communities not served by natural gas. 

With respect to the analysis BC Hydro intends to provide, COPE views BC Hydro's 
proposal to compare the bill impacts of the RIB rate with a revenue neutral flat rate 
structure as the most useful. However, in addition to indicating the percentages of low 
income accounts that are better off with RIB, BC Hydro should include the percentages 
and actual numbers of low income accounts that are worse off. Further, the magnitude 
of the impacts and not just the percentage of the positive and negative effects is 
important. 

Question 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? 

In response to this question BC Hydro indicates it will model rate impacts of moving 
from RIB to a flat rate in areas without natural gas service. In addition to this analysis, 
it would be useful and more responsive to the question to explore the key factors 
underlying the electricity use in areas not served by natural gas, in particular for low 
income customers. 

Question 4: What is the potential for existing Demand Side Management programs to 
mitigate these impacts? 
Question 5: Within the current regulatory environment, what options are there for 
additional Demand Side Management programs, including low income programs? 

In addition to listing the existing programs and potential increased scope with a 
broader definition of low income, it would be helpful if BC Hydro could provide an 
assessment of the success of its efforts to overcome the barriers that it identifies to 
program participation by low income customers. Both BC Hydro and Fortis should 
provide some measures or estimates of the remaining economic conservation potential 
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and therefore the prospect of mitigating rate impacts beyond what has already been 
done. 

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; 

"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." (Letter from 
Minister Bennet attached to Exhibit A-I, page I) 

Clearly, while the Minister has asked for the evidence to address these impacts on BC 
Hydro and FortisBC's low income ratepayers, his request was not restricted to only 
those customers who fall within the income band bounded by LICO. COPE sees 
significant value in specifically addressing the issue of fuel poverty (or, as it is known 
in some circles, energy poverty) in this report: a demographic that is broader than that 
covered by LICO. This concept as contemplated by the Union is not intended to 
address the broader issue as coined by the World Economic Forum of a lack of access 
to modern energy services but rather "households that spend more than Io percent of 
their income to receive adequate energy services in the home,"• or homes that fall 
within the Low Income and High Costs (LIHC) indicator discussed in the paper cited. 

Energy or fuel poverty is already a growing issue in Canada and BC but given the ever 
steepening curve of energy cost increases in the future, its relevance and importance is 
bound to grow. Both utilities would be wise to turn their minds to this issue and how 
the RIB rate impacts families in this position in their reporting as it will inevitably be 
an issue raised with government more and more as this demographic and this problem 
grows. 

iii) Comments on the Commission's proposed process and suggested timing 

COPE notes that in his letter, Minister Bennet indicated, "[t]he BCUC should use the 
20IS RDA regulatory review as the process to collect information for the report, rather 
than a separate process." (Letter from Minister Bennet attached to Exhibit A-I, page 2) 
While the letter also refers to the BCU C making use of information gathered from the 
two subject utilities (FortisBC and BC Hydro), it makes little sense to restrict the scope 
of the relied-upon data to just that provided by these two parties. Given the synergies 
between the nature of the concerns that informed this request from the Minister and 
the low income ratepayer evidence BCOAPO seeks to introduce in the RDA process, 
the Union sees this as a particularly valuable opportunity to better inform the BCUC's 
report with an organized body of evidence with far greater insight into the 

1 J. Hills, "Getting the measure of fuel poverty: Final Report of the Fuel Poverty Review" (2012) CASE 
Report 72 at page 29. http: 1/sticerd.lse.ac.uk/dps/case/cr /CASEreport72.pdf 
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unreasonable impacts the RIB rate has on some of our province's most economically 
vulnerable population. 

As a result, COPE recommends that the schedule be set to allow BCOAPO an 
opportunity to put that evidence on the record early in the process. 
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