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Attention: Ms. Laurel Ross, Acting Commission Secretary 

Dear Sirs/Mesdames: 

Re: FortisBC Energy Inc. ("FEI") Application for Approval of Biomethane Recovery 
Charge ("BERC") Rate Methodology, Project No. 3698850 

We are counsel to the Commercial Energy Consumers Association of British Columbia ("CEC"). 
As requested by the Commission in Order No. G-60-16 dated May 4, 2016 (Exhibit A-10), 
attached please find the CEC's Supplementary Submissions with respect to the above-noted 
matter. 

If you have any questions regarding the foregoing, please do not hesitate to contact the 
undersigned, 

Yours truly, 

OWEN BIRD LAW CORPORATION 

Christopher P. W eafer 
CPW/jlb 
Encl. 
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COMMERCIAL ENERGY CONSUMERS ASSOCIATION 

OF BRITISH COLUMBIA (CEC) 

SUPPLEMENTARY SUBMISSIONS 

FortisBC Energy Inc. (FEI) Application for Approval of 
Biomethane Recovery Charge (BERC) Rate Methodology 

Project No. 3698850 

1. The CEC agrees that it is appropriate to maximize the revenue from the voluntary 

Renewable Natural Gas service customers in order to minimize the impact to core 

customers. 

2. In the CEC's view it is appropriate to establish both floor and ceiling prices for the BERC 

rate in order to ensure that the Renewable Natural Gas service recovers its costs as soon 

as possible from voluntary customers, and limits the burden on the non-bypass customer 

base. FEI proposes to establish a 'market based' rate that is set as a premium to the 

natural gas commodity rate. The CEC submits that there is no particularly strong reason 

for the price to be linked to the price of conventional natural gas. The CEC reiterates its 

view noted in its Final Submissions that 'market based' rates should be established in a 

manner that connects price with sales and retention strategies. 1 
3. The CEC submits that the appropriate ceiling price for the BERC rate is one which 

recovers the full cost of service for the Renewable Natural Gas (RNG) service, and would 

reasonably be calculated as the BERC rate is calculated presently. 

4. A floor price should normally be established at the Cost of Service as well. FEI indicates 

that they experience difficulty selling RNG at the cost of service BERC rate. FEI does 

not propose a floor price because they believe that a price of much more than $7 could 

reduce demand from voluntary customers.2 However, they indicate that a floor price of 

$10 for the short-term rate and $9 for the long-term rate would be consistent with the 

parameters they set forth in their Supplemental Argument.3 The CEC also reiterates its 

view expressed in Final Argument that FEI has not presented persuasive evidence of the 

relationship between price, marketing and customer retention. 

5. At minimum a floor price is necessary in order to avoid extraordinary subsidies from 

non-bypass customers that exceed the cost of providing the service altogether were it to 

be developed and simply included in the conventional natural gas supply and recovered 

in non-bypass customer rates. The floor price is appropriately established at a cost which 

recovers all the costs of selling the RNG service to RNG customers and any other costs 

that the exceed the basic provision of the supply. Such expenditures may include 

marketing and other sales and delivery costs. 

1 CEC Final Argument, Page 9 
2 Exhibit B-14, Page 1 
3 Exhibit B-14, Page 3 

{00512000;1} 



6. Consideration should include the impact of the existing 'blend' discounts, which include 

rates of 5%, 10%, 25%, 50% and 100% in 2014 for Rate Schedules 1B, 2B and 3B. 

Offering a blend of 10%, which has the highest uptake, is effectively the same as offering 

a 90% bill discount to the alternative of taking 100% RNG service. Similarly, a 5% 

blend is equivalent to a 95% bill discount and so forth. 

7. In order to properly set a floor price, one needs to determine the recovery of marketing, 

sales and delivery costs for customers taking a specific blend at a specific BERC rate 

pnce. 

8. The CEC has conducted an analysis which indicates that for Residential Customers with 

average consumption of 100GJ, a 10% blend may only recover a very small portion of 

the marketing, sales and delivery costs on an annual basis. To determine how much of 

the marketing, sales and delivery costs are recovered by a 10% blend at a 100% BERC 

rate price the following calculations are required. 

9. The level of marketing, sales and delivery costs applicable to new customer additions 

must be determined. To do this, one needs to understand the current level of incremental 

marketing, sales and delivery costs which are not explicitly in evidence. However, the 

marketing spend is in evidence. The CEC analysis will be based on that. 

10. The following shows the level of marketing spend: 

lntreasc n RNG Program etingCosts 
Z!'llS{Totlll 

Spend Category Projected) 2!!161m:rease 2!!111ncrease 
Customer Education • !l4!$idential $ lffi,OOJ s :UlO,OOJ $ 1&3,600 
CU$tome Edutiltion· comrn�rclal $ !O,oo:J $ 120,oo:J $ ill,400 

25 
RNG Pmgnm; Marketing· Total $ 175,00J $ 300,00J $ :!OU,OOJ 

2!!18lncrel!W 201!11ncrease 21!20 lnaease 
$ 1S1,tro $ 190,800 $ l£15,00J 

$ 124,800 $ 127,200 $ 13U,OOJ 
s 312.00J $ 31i!,OOJ $ 325,oo:J 

4 

11. To determine the incremental marketing spend it IS necessary to deduct the 2015 

marketing spend from the 2016 spend. 

·J4 Please also refer to the response to CEC IR ·t . 3. 1. 

Awareness & Education Spend· Customer Additions 

Customer Category 
2015 (Total 

Residential Projected) 

Increase in Customer Additions 886 1200 

Customer Education($} $105,000 $180,000 

Customer Category 

201S(Total 

Commercial Projected} 2016 
lm:rease in Customer Additions 17 30 
Customer Educatlon ($) $ 70,000 $120,000 

'15 
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Year 

2017 2018 2019 2020 
1200 1200 1400 1400 

$183,600 $187.200 $190,!l00 $195,00;) 

Year 

2017 2018 2019 2020 
20 20 20 zo 

$122,400 $124,800 $127,200 $130,000 

5 



12. The above relates the incremental marketing spend to the customer additions for the year. 

To determine the marketing cost for an additional customer, one can deduct the customer 

additions in 2015 from those anticipated in 2016 to get the denominator and deduct the 

marketing spend in 2015 from the spend in 2016 to get the numerator ($180,000 -

$105,000)/(1200-886) = $75,000/314 = $239/customer. 

13. The following tables provide analysis across the projected marketing spend and customer 

addition projections in evidence. 

Residential 
Customer 

Adds 886 1200 1200 1200 1400 1400 
Marketing 

Spend 105000 180000 183600 187200 190800 195000 
Average 

$1 Acquisitio 

n 118.5 150.0 153.0 156.0 136.3 139.3 
Average 

$/New 

Acquisition 238.9 250.3 261.8 166.9 175.1 
% Increase 

ill $/New 

Acquisition 202% 211% 221% 141% 148% 

Commercial 
Customer 

Adds 17 30 20 20 20 20 
Marketing 

Spend 70000 120000 122400 124800 127200 130000 
Average 

$1 Acquisition 4117.6 4000.0 6120.0 6240.0 6360.0 6500.0 
Average 

$/New 

Acquisition 3846.2 17466.7 18266.7 19066.7 20000.0 
% Increase in 

$/New 

Acquisition 93% 424% 444% 463% 486% 

14. In order to determine the recovery of marketing costs from a given customer at a given blend 

it is necessary to project the annual average expected level of recovery from a customer, with 

consideration for the level of drop-out. The following analysis provides a present value 

calculation of the recovery from a 1 0% blend customer at a 100% BERC rate price. 

5 BCUC 1.43.2 
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Year Customers Annual Loss Effective Annual PV 

Rate Customer Revenue* Recovery 

Proportion 

14% $70 7% 

1 6687 936.18 1 $70 $65 

2 5750.82 805.1148 0.86 $60 $53 

3 4945.7052 692.3987 0.7396 $52 $42 

4 4253.3065 595.4629 0.636056 $45 $34 

5 3657.8436 512.0981 0.54700816 $38 $27 

6 3145.7455 440.4044 0.47042702 $33 $22 

7 2705.3411 378.7478 0.40456724 $28 $18 

8 2326.5933 325.7231 0.34792782 $24 $14 

9 2000.8703 280.1218 0.29921793 $21 $11 

$371 $287 

*The $70 Annual Revenue 1s the total annual revenue that would be derived from a new customer with a 10% blend 

using 1 OOGJ per year at a $7 BERC rate. 

15. From this given a 14% annual drop-out rate customer revenue after 9 years would be 

$287. 

16. Effectively a customer taking a 10% blend at a $7 BERC rate premium is implicitly only 

taking a 4% blend of the full BERC rate cost. 

10% Natural BERC Commodity BERC Total Implicit 

Blend Gas in $ in $ Norm $ Prem $ Bill Blend 

10% 2 7 200 70 270 4% 

17. The consequence of this analysis is that the floor price for the BERC rate premium 

should go no lower than $7 for a 10% blend, and depending on the determination of other 

marketing, sales and delivery costs should be potentially higher than $7 for a 10% blend. 

Effectively the 10% blend at a $7 BERC premium is not recovering any contribution to 

non-bypass customers. To the extent that most customers are signing up for a 10% blend 

there would be decreasing value contributed by the whole program, particularly if the $7 

BERC premium is implemented immediately and undercuts revenue from existing 

customers committed to 100%, 50%, and 25% blends at 100% BERC rate. The 5% 

blends at a 4 7 BERC premium would cost non-bypass customer subsidy to maintain that 

sales bracket. 

18. A $7 BERC rate premium effectively diminishes a 100% blend commitment from a 

customer to a 38% implicit blend, raising the question as to what FEI is effectively 

marketing. 

19. The calculation for commercial customers would indicate either a much higher blend 

level and/or BERC rate premium floor than for residential customers. 
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20. Based on the evidence, the CEC stands by its Final Argument but to the extent the 

Commission chooses to adopt FEI's proposal for a $7 BERC rate premium, the CEC 

recommends a floor price of at least $10 per GJ as the floor for a 10% blend customer, 

and elimination of the 5% blend option. 

ALL OF WHICH IS RESPECTFULLY SUBMITTED. 

David Craig, Consultant for the Commercial Energy 

Consumers Association of British Columbia 

Christopher P. Weafer, Counsel for the Commercial 

Energy Consumers Association of British Columbia 
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