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COMMERCIAL ENERGY CONSUMERS ASSOCIATION  

OF BRITISH COLUMBIA 

FINAL ARGUMENT 

FortisBC Energy Inc. 2016 Rate Design Application ~ Project No. 3698899 

______________________________________________________________________________ 

The Commercial Energy Consumers Association of BC (“CEC”) represents the interests of 

customers consuming energy under commercial tariffs in applications before the BC Utilities 

Commission (“BCUC” or the “Commission”).  

The CEC has participated in the FortisBC Energy Inc. (“FEI”) 2016 Rate Design Application 

(“RDA”) and has provided comments with regard to Cost of Service Allocations (“COSA”),  

Revenue to Cost Ratios (“R:C”) and Range of Reasonableness issues in its Final Submissions of 

September 25, 2017.  

The CEC stands by the comments outlined in those submissions.  

The CEC provides the following comments with respect to the outstanding issues in this 

Application, which include rate design for each rate class, general terms and conditions and 

housekeeping amendments and rate rebalancing.  

The CEC generally considers FEI’s rate designs to be reasonably established and based on 

appropriate principles.   

The CEC also considers that FEI has conducted considerable stakeholder engagement prior to 

and during the process and commends FEI for this participation. 

The CEC recommends that the Commission approve the majority of FEI’s proposals with the 

exception of the areas identified in the submissions. 

A. FEI Rate Design Principles 

1. FEI provides an overview of the 8 Bonbright rate design principles used as the basis for 

its rate design proposals at page 1-3 of its Application and elsewhere in the application 

and responses to information requests.  FEI points out that it does not apply the principles 

in any particular weighting and that the complexity of rate design requires considerable 

judgement and experience to arrive at the best balance. 

2. The CEC agrees with this concept and has applied its own judgement to its view of FEI’s 

proposals. 

3. The CEC does consider ‘fair apportionment of costs among ratepayers’ to be a key 

principle, but recognizes the importance of other principles that may conflict from time to 

time. 
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B. Residential 

4. FEI provides service under the residential rate class includes RS 1, RS 1U, RS 1X, and 

RS 1B. 

5. FEI proposes to retain its existing flat rate structure for residential customers which are 

simple to administer and easy to understand.
1
 

6. FEI is seeking approval of a one-time 5% increase in the Basic Charge and a 

corresponding decrease in the volumetric Delivery Charge. 

7. The changes will: 

 Increase the Basic Charge per Day by $0.0195 from $0.3890 to $0.4085 to increase 

the proportion of fixed costs recovered by the Basic Charge; and  

 Decrease the Delivery Charge per GJ by $0.086 to maintain revenue neutrality.
2
 

8. The purpose of the increase is to improve the alignment between the fixed costs and fixed 

charges.  FEI points out that the misalignment between fixed costs and the Basic Charge 

has been a reoccurring issue for several years.
3
 

9. The Basic Charge currently recovers approximately 44% of customer-related costs and 

about 27% of total customer and demand costs.
4
 

                                                 
1
 Exhibit B-1-5, page 7-10 

2
 Exhibit B-1-5, page 12-2 

3
 Exhibit B-1, page 7-17 

4
 Exhibit B-21, BCUC 1.63.12 
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10. The proposed increase would result in the Basic Charge recovering approximately 46% 

of customer related costs and 28% of customer and demand related costs.
5
  

11. FEI considers the changes to be a reasonable balance of the Bonbright principles of rate 

design and other considerations.  FEI’s proposed increase does not impact low income 

customers disproportionately although low use customers are more negatively impacted 

than high use customers.
6
 

12. The CEC submits that a 5% rate increase is a very minor increase on an already generally 

low bill.   

7
 

13. With a 10% increase no customers would experience more than a 10% increase, and only 

2.6% of customers with any consumption would experience an increase greater than 5%.  

The impact would be a little over $1 per month.
8
 

                                                 
5
 Exhibit B-21, BCUC 2.65.1 

6
 Exhibit B-1, page 7-25 

7
 Exhibit B-21, BCUC 2.65.1 

8
 Exhibit B-21, BCUC 2.64.1 
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9
 

14. With a 15% increase only 3.5% of customers would experience a total bill increase of 

over 10%, and nearly 1/3rd of those customers have consumption of 0 GJs.
10

  The 

maximum bill increase would be less than $2 per month.  With a 15% increase a 

customer with average consumption of 80-85 GJ/per year would experience no change in 

their total bill.
11

 

                                                 
9
 Exhibit B-21, BCUC 2.64.1 

10
 Exhibit B-21, BCUC 2.64.1 

11
 Exhibit B-21, BCUC 2.65.1 
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15. FEI does not believe that a one-time 15% increase is the best alternative.  FEI considered 

a one-time increase of 10% and 15%.  However, after evaluating such considerations as 

the impact on government energy policies, stakeholders’ feedback, bill impacts, rate 

stability, and cost causation, FEI determined that a 5% increase achieved the best 

balance.  

16. FEI considered the possibility of rate shock,
12

 although the bill impacts are very low, and 

Elenchus and FEI agree that a larger percentage increase in fixed charges may not result 

in rate shock.
13

 

17. FEI comments that a larger percentage increase could cause low volume customers to 

cease taking natural gas service altogether and leave other customers to bear the net fixed 

costs.
14

 

18. The CEC does not agree that bill increases of under $2 per month would likely result in 

lost customers.   

19. Additionally, the CEC considers that rate stability would not be significantly affected 

because the increases are very small, the average customer would experience no change, 

and the improved recovery of the fixed costs with fixed charges should ultimately result 

in a more stable rate design for the future. 

20. The CEC notes that a higher Basic Charge and lower volumetric charge is more 

consistent with the principles of cost causation.  

21. In its application FEI discusses government energy policy as a consideration and 

references a theory known as the ‘Buffet Effect’ which suggests that excessively high 

fixed charges relative to volumetric charges can lead to consumption behaviours that 

result in excessive usage.
15

 

22. The CEC submits that there is no possibility of ‘excessively high’ fixed charges relative 

to volumetric charges under the current circumstances in which the the fixed charges 

recover less than 30% of the total fixed costs. Even under a 15% increase the fixed 

charges would only recover 31% of the customer and demand related fixed costs.
16

 

                                                 
12

 Exhibit B-21, BCUC 2.64.2 

13
 Exhibit B-21, BCUC 2.64.2 

14
 Exhibit B-21, BCUC 2.64 

15
 Exhibit B-1, page 7-18 

16
 Exhibit B-21, BCUC 2.65.1 
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23. From a jurisdictional perspective FEI has one of the lowest Customer Charge as a 

percentage of Total Delivery Charges,
17

 and this would also remain true under a 15% 

increase scenario.  

18
 

24. FEI also states that keeping the Basic Charge fixed with periodic updates and flowing 

annual general rate increases into the Delivery Charge only is more aligned with 

government policies as it increases the volumetric price signal and provides customers 

who want to invest in demand side measures with more certainty that potential savings 

will pay for the investment they have made.
19

  

25. The CEC notes that the Basic Charge has been held constant for approximately 8-9 

years.
20

  

26. The CEC submits that continually flowing rates into volumetric charges when the fixed 

costs are not recovered by fixed charges results in increasing unfairness to high volume 

customers.  

27.  When rate increases have been continually flowed into volumetric charges over a period 

of several years, and may continue to do so over several years in the future, it is prudent 

                                                 
17

 Exhibit B-1, page 7-20 

18
 Exhibit B-21, BCUC 2.66.1 

19
 Exhibit B-21, BCUC 2.65.3.1 

20
 Exhibit B-1-5, page 7-17 
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to make more significant increases to fixed charges when such increases are made.  Such 

a policy provides at least some rectification for the increasingly high (and unjustified 

from a cost causation perspective) burden that higher use customers continue to bear 

during ongoing delivery revenue requirement increases. 

28. FEI states that from an economic fairness (cost causation) perspective only, the ideal 

scenario on an intra-class basis would be to recover 100% of customer related costs 

through a Basic Charge, 100% of demand related costs through a Demand Charge and 

100% of energy related costs through volumetric energy charges but points out that 

recovering demand related costs through the Basic Charge would introduce an element of 

unfairness to lower volume customers and to higher load factor customers.
21

  

29. The CEC submits that cost causation should be considered one of the most significant 

principles in rate design and that it would be appropriate for FEI to ultimately move the 

Basic Charge to recover close to 100% of the customer costs over a period of years. 

30. The CEC submits that a 15% increase in the Basic Charge would be preferable to a 5% 

increase and would provide a step in the right direction towards better recovery of costs 

based on cost-causation principles. 

31. The CEC recommends that the Commission approve an increase of 15% to the Basic 

Charge and a corresponding decrease to the volumetric charge.  

32. The CEC does not believe that it is appropriate for future rate increases to be applied only 

to the volumetric charges. Over time, as delivery margin increases with the Basic Charge 

held constant, the impact of the proposed improvement in alignment between fixed 

customer-related costs and fixed charge will gradually decrease.
22

 

33. The CEC inquired if FEI expected to increase the Basic Charge in the future to continue 

to improve intra-class fairness in CEC 2.68.1.  FEI stated that it expects to review and 

potentially propose adjustments to the recovery of fixed costs from time to time.
23

 

34. The CEC recommends that the Commission direct that future rate increases are applied to 

the Basic Charge as well as to the volumetric charges.  

C. Commercial  

35. FEI’s proposal for commercial rates includes the following: 

                                                 
21

 Exhibit B-21, BCUC 2.65.4 

22
 Exhibit B-25, CEC 2.68.1 

23
 Exhibit B-25, CEC 2.68.1 
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For RS 2:  

 Increase the Basic Charge per Day by $0.1324 from $0.8161 to $0.9485; 

 Decrease the Delivery Charge per GJ by $0.186.  

For RS 3 and RS 23:  

 Increase the Basic Charge per Day by $0.4357 from $4.3538 to $4.7895; 

 Increase the Delivery Charge per GJ by $0.001. 

24 
36. FEI is proposing to continue with the flat rate structure and the 2000 GJ/per year 

customer segmentation threshold for its commercial customers in RS 2 and RS 3/RS 23.
25

  

37. The purpose of FEI’s proposed changes is to re-establish the economic crossover between 

RS 2 and RS 3/23 to align with the 2,000 GJ customer segmentation threshold.  The 

proposal results in a revenue shift of approximately $1.2 million from RS 2 to RS 3.  The 

outcome of this is that the R:C ratio for RS 2 is reduced by 0.5%, but the R:C ratio for RS 

3/23 is increased by approximately 0.6%.
26

 

38. The CEC agrees that FEI should continue with a flat rate structure and the 2000 GJ/per 

year customer segmentation threshold for its commercial customers in RS 2 and RS 3/23. 

39. FEI has identified a misalignment with the existing 2,000 GJ/per year threshold and the 

economic crossover between RS2 and RS 3/23.  

                                                 
24

 Exhibit B-1-5, page 8-21 

25
 FEI Final Submission page 13 

26
 Exhibit B-1-5, page 12-2 
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40. The economic crossover point is defined as the annual volume at which a customer would 

have the same annual total cost whether served under either RS 2 or RS3/23.  The 

economic crossover is currently at approximately 1,455 GJ/per year under COSA based 

rates.
27

  The results from the past five years show that the maximum crossover volume 

was 1,886 GJ (2014) and the minimum cross over volume was 1,625 GJ (2015).
28

 

41. FEI identifies three issues with the discrepancy between the current economic crossover 

point and the threshold. These include inefficient price signals, rate instability and 

revenue instability as outlined in BCUC 1.22.3.
29

 

42. The CEC agrees that the issues are significant and require correction.  The segmentation 

cross-over point should be reflected in the economic cross-over point. 

43. The cross-over point between small and large commercial customers was originally 

established in 1993 based on significant differences between the two groups and the 

significant similarities between small commercial customers and customers in the 

residential sector. Small commercial customers (presumably under 2000 GJ) were shown 

to have very similar consumption profiles and similar metering requirements.
30

  90% of 

commercial customers used less than 2,000 GJ/per year.
31 

  

44. Importantly there was a difference in load factors between large and small commercial 

customers and the long run incremental cost study showed a distinct cost ($/GH) 

separation between those commercial customers consuming less than 2000 GJ/per year 

and those above that threshold.
32

  Demand-related costs are $3.080/GJ for RS 2 and 

$2.664/GJ for RS 3.
33

  An analysis of bill frequency and load factors shows that the 2000 

GJ threshold remains reasonable.  

45. FEI acknowledges that other thresholds could be acceptable based on the data, but points 

out that the analysis does not reveal any need to change the threshold.
34

 

46. The CEC submits that rate design should generally follow cost causation principles and 

consider natural differences in load and consumption to the extent possible.  The CEC 

considers the above circumstances to be valid reasons for retaining a threshold of 2,000 

                                                 
27

 Exhibit B-25 CEC 1.85.1 

28
 Exhibit B-21, BCUC 2.68.1.1 

29
 Exhibit B-5, BCUC 1.22.3 

30
 Exhibit B-25, CEC 2.84.1 

31
 Exhibit B-25, CEC 2.84.1 

32
 Exhibit B-25, CEC 2.84.1 

33
 Exhibit B-11, CEC 1.26.1 

34
 FEI Final Submission page 16 
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GJ/per year for large commercial customers.  The CEC would not support changing the 

threshold without a well-documented reason and preferably one based on cost causation. 

47. FEI is able to align the economic crossover point with the 2000 GJ threshold by raising 

the Basic Charge for both RS 2 and RS 3/RS23; lowering the Delivery Charge for RS2 

and raising the Delivery Charge for RS3/23. 

48. For Rate Schedules 2, 2B, 2U, and 2X FEI will increase the Basic Charge per Day by 

$0.1324 from $0.8161 to $0.9485 and decrease the Delivery Charge per GJ by $0.186.  

49. For Rate Schedules 3, 3B, 3U, 3X, and 23 FEI will increase the Basic Charge per Day by 

$0.4357 from $4.3538 to $4.7895 and increase the Delivery Charge per GJ by $0.001.  

50. This change will eliminate the bill differential for customers whose annual consumption 

is close to the 2000 GJ threshold and can be implemented with minimal bill impacts.
35

 

51. For all volumes up to 2000 GJ, a customer will pay less under RS 2 and, for all volumes 

above 2000 GJ, a customer will pay less under RS 3.
36

 

52. FEI used the Excel Solver function to derive the final proposed rates for RS 2 and RS 

3/23 and used the constraints functionality in Excel Solver. The constraints that were 

considered included, in priority order: 

 minimize the revenue shift between small and large commercial rate schedules; 

 eliminate any revenue shifts from commercial to other rate schedules; 

 set maximum annual bill impact to any one customer to 10%; and  

 minimize the bill impacts to customers consuming at the 2,000 GJ/per year level.
37

 

53. Of course, the CEC does not agree with FEI that it could not have allowed for a revenue 

shift to other rate classes without compromising its range of reasonableness 

considerations.
38

  The CEC considers that under FEI’s concept of range of reasonableness
 

the commercial rate class could well have had rate adjustments that resulted in lower R:C 

ratios.  

54. FEI was unwilling to respond to CEC information requests for recalculation without the 

constraint.
39

  The CEC submits that FEI’s concept and application of its range of 

                                                 
35

 FEI Final Submission page 13 

36
 Exhibit B-5, BCUC 1.22.3 

37
 Exhibit B-5, BCUC 1.23.3 

38
 Exhibit B-11, CEC 1.87.1 

39
 Exhibit B-25, CEC 1.871-1.87.3 
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reasonableness and rebalancing concepts remain internally inconsistent and illogical 

overall. The CEC recognizes that the Commission has already made a determination with 

regard to Range of Reasonableness but notes it has left considerable discretion to the 

utility in terms of rebalancing.
40

  The CEC submits that just because a rate class is not 

deemed to ‘require’ rebalancing does not mean that it could not be rebalanced.   

55. FEI’s proposal to increase the Basic Charge for RS 2 and RS 3/23 is supported by the 

principle of cost causation. The allocated cost per customer from the COSA model is 

$1.323/day for RS 2.  An increase in the Basic Charge to $0.9485/day will bring it closer 

to the allocated cost of service.  

56. Similarly the allocated cost per customer from the COSA model is $8.490/day for RS 

3/23. The increase in the Basic Charge to $4.7895/day will bring it closer to the allocated 

cost of service. 

57. The CEC generally supports changes that improve the relationship of charges to costs.  

58. FEI believes its proposal will improve rate and revenue stability. FEI’s proposal would 

also avoid customer disruption or increased movement of customers between the small 

and large commercial rate schedules.
41

 

59. Bill impacts to RS3/23 customer will be in the order of +0.1% to +1.0%.  The CEC 

submits these are relatively insignificant. 

60. Bill impacts to RS 2 will range from -2% to +10% with the lowest consumption 

customers receiving the largest increase.
42

 

                                                 
40

 BCUC Order G-4-18 

41
 Exhibit B-5, BCUC 1.23.1 

42
 Exhibit B-1-5 page 8-22 
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43 

61. The CEC submits that the dollar value of the RS bill increases is likely to be reasonable 

and are acceptable to avoid issues related to inefficient price signals, rate instability and 

revenue instability.   

62. FEI continually reviews the account histories of its customers across all of the 

commercial/industrial rate schedules to identify customers that may need to be 

reclassified into a different rate schedule or may benefit from a potential rate schedule 

change.
44

 

63. The CEC considers this to be advantageous in ensuring commercial ratepayers receive 

the best rate option available.  

64. Overall the CEC agrees with FEI’s proposal to maintain the 2000 GJ/per year threshold 

and modify the Basic and Delivery Charges as proposed.  

                                                 
43

 Exhibit B-1-5 page 8-22 

44
 Exhibit B-21, BCUC 2.70.2.1 
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65. The CEC recommends that the Commission approve the Commercial rate adjustments as 

proposed by FEI. 

D. Industrial Rate Design 

GENERAL FIRM SERVICE FOR SALES AND TRANSPORTATION CUSTOMERS (RS 5 AND 25) 

66. General Firm service is intended for customers that generally use natural gas in a process; 

a load that is non-temperature sensitive and therefore relatively constant throughout the 

year.
45

  The flat load profile means that these customers use the system in a way that 

leads to lower customer cost allocation. 

67. RS 5 and RS 25 are companion rate schedules and have the same Basic Demand and 

Delivery Charges, although RS 25 has an additional Administrative Charge. 

68. FEI is proposing two adjustments to RS 5 and RS 25. These include:  

 Updating the multiplier in the Demand Charge from 1.25 to 1.10 to more accurately 

estimate the peak Daily Demand of customers; 

 Increasing the Demand Charge by $3.00 to continue the incentive for low load factor 

customers to take service under Large Commercial RS 3/RS 23 rather than General 

Firm Service RS 5/RS 25. 

69. In the process of reviewing the charges applicable to RS 5 and RS 25, FEI did not 

consider it desirable or necessary to change the Basic Monthly Charge.  

70. The fixed charges for these rate schedules recover approximately 65% to 70% of the 

delivery cost of service. By way of a separate assessment, FEI is proposing to decrease 

the monthly Administration Charge applicable to RS 25.  

71.  In addition to already recovering a large portion of the overall costs through fixed 

charges, the rationale for not changing the Basic Monthly Charge is that the revenue to 

cost ratio and margin  to cost ratio for RS 5 and RS 25 are reasonable and that the change 

to the determination of  Daily Demand and Demand Charge is to incent smaller volume 

customers (generally less than 10,000 GJ/per year of demand) and less than 40% Load 

Factor, to be served under Large Commercial Service (RS 3 or RS 23).
46

 

72. The CEC submits that this is a reasonable approach.  

73. FEI states that the rate structure recovers the allocated cost of service in a way that 

reflects each customer’s load profile and demand.  A higher load factor customer will 

                                                 
45

 Exhibit B-1-5, page 9-10 

46
 Exhibit B-5, BCUC 1.27.6.1 
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have a lower average cost because the Demand Charge is applied to a lower peak day 

demand.
47

 

74. At present RS 5 and 25 include a Demand Charge per Month per GJ of Daily Demand, 

calculated as follows:  

Daily Demand is determined as being equal to 1.25 multiplied by the greater of: 

(a) the Customer’s highest average daily consumption of any month during the winter 

period (November 1 to March 31); or  

(b) one half of the Customer’s highest average daily consumption of any month in the 

summer period.  

75. FEI originally required a formula to determine Daily Demand because daily consumption 

quantities were not available for all customers at the time of the original rate design 

(1996).  This is no longer the case.
48

 

76. FEI has identified that the current calculation for Daily Demand over-estimates the 

demand for the majority of customers.  For customers with greater than 50% load factor 

(450 of 774 customers) the average Daily Demand as calculated under the current method 

was 46% higher than that calculated using average consumption on the 3 or 5 coldest 

days. For all customers the average Daily Demand was 30% higher than that calculated 

from actual consumption on the three or five coldest days.
49

  

77. The CEC agrees that it is appropriate to make an amendment to the Daily Demand 

calculations. 

Reducing the multiplier in the Demand Charge to 1.1 

78. FEI examined several alternatives for estimating peak day demand.  The options 

included: 

(a) Status quo; 

(b) Current formula with adjusted multiplier – use the current formula but update the 

multiplier to align with the customer groups’ coincident daily usage under 5 

coldest days for their region; 

(c) Maximum day send out; 

                                                 
47

 Exhibit B-1-5, page 9-12 

48
 Exhibit B-1-5, page 9-13 

49
 Exhibit B-1, page 9-13 
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(d) Average consumption on 3 or 5 coldest days in region; and  

(e) Modified formula – use the greater of the customer’s average consumption on the 

five coldest days for their region or one half of the summer maximum day.
50

 

79. FEI proposes to retain the existing methodology and reduce the multiplier from 1.25 to 

1.1.  (Numbered (b) above). 

80. FEI opted to adjust the multiplier because it believes it strikes a balance between a better 

alignment of an estimated coincident peak demand and a high level of customer 

understanding of how rates would be applied.
51

 

81. 1.1 was selected as the multiplier based on the RS5/25 customers’ corresponding demand 

for the average consumption during the 5 coldest days for their region for the past 5 years 

compared to their peak monthly average consumption.
52

  

82. The CEC is concerned that a rate design relying on a regional average to create a 

multiplier for the calculation of demand is not necessarily the preferred methodology and 

may serve to penalize some customers at the expense of others.   

83. The CEC submits that determining demand based on actual average consumption on the 

3 or 5 coldest days for a customer is the potentially a better methodology in that it reflects 

actual consumption.  

84. FEI outlines the Pros and Cons for its alternatives on pages 9-19 of the application.  

85. FEI provides the following Pros and Cons for the average consumption on 5 coldest days 

in region. 

53 
                                                 
50

 Exhibit B-1-5, page 9-16 

51
 Exhibit B-1-5, page 9-20 

52
 Exhibit B-1, page 9-19 to 9-20 
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86. FEI states that an anomalous outcome could allow a customer to receive firm service at a 

significantly reduced cost, at the expense of all other non-bypass customers.  FEI’s 

proposal removes anomalous results by relying on the peak demand of all General Firm 

customers, rather than the data of individual customers. 

87. The CEC submits that using actual customer data is nonetheless more fair to individual 

customers.  

88. The CEC recognizes that ‘anomalous’ results can occur.  As FEI notes, there were 4 

customers in 2015 who would have zero Daily Demand using the average consumption 

on the coldest five days and would have delivery at a zero Demand Charge cost the 

following year.  Additionally, a method using a short duration of 1 to 5 days would incent 

customers to modify their consumption to avoid future costs for firm service.
54

 

89. The CEC believes that such anomalies could be addressed through the use of minimums 

or establishing a load factor threshold (discussed below) or other ways.  

90. The CEC submits that where customers do not contribute to peak demand, it is 

reasonable for them to see reduced Demand Charges.  Additionally, the CEC considers 

that modifying consumption away from peak demand is a reasonable objective for rate 

design, rather than something to be avoided.  

91. The CEC inquired as to the anticipated outcomes for customers under each alternative in 

CEC 1.40.2.   

92. The change to the Updated Multiplier of 1.1 option has the following impacts compared 

to the change to average consumption on the coldest 5 days.  

55 
93. Using the Change to the Update Multiplier of 1.10 results in all customers receiving 

minor bill reductions.  There remains a single customer with zero demand.  

                                                                                                                                                             
53
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94. Under a Demand Charge based on average consumption on the 3 coldest days customers 

with a load factor of greater than 50% would receive a reduction of over 10.1%, while 

customers with a lower load factor receive small increases.  Using the 5 coldest days 

customers with a load factor of greater than 50% would receive a reduction of 9%. 

 

56 

95. FEI notes that if the Commission were to approve using average consumption on the 3 

coldest days it would result in reduced revenues of $2.7 million and the revised Revenue 

to Cost ratio would be moved to 103.2%. With this result FEI would not propose any rate 

changes to the other rate classes other than to RS1 to make up for the revenue loss from 

RS5/25.
57

  

                                                 
56
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58 

96. The CEC submits that this would not be a perverse outcome.  

97. The CEC submits that this option is more fair and could better reflect the cost causation 

of differing load factor customers.  The CEC does not consider that it would represent 

any greater difficulty in understanding than an averaged formula multiplier.   

98. The CEC recommends that the Commission approve a revision to the Demand Charge 

using average consumption on the 5 coldest days with a change to RS 1 to accommodate 

the revenue reduction from RS5/25. 

Increasing the Demand Charge by $3.00 to continue the incentive for low load factor customers to 
take service under Large Commercial RS 3/RS 23 rather than General Firm Service RS 5/RS 25.  

99. FEI’s proposed change to the calculation of Daily Demand formula in RS 5/25 and the 

proposed changes in RS 3/23 results in a reduction to the economic crossover points 

between RS 3/23 and RS5/25.
59

  FEI wishes to ensure there is appropriate economic 

incentive to continue to take service under RS3/23 rather than RS 5/25.
60

 

100. FEI proposes to increase the Demand Charge by $3.00 in order to continue the incentive 

for low load factor customers to take service under Large Commercial RS 3/23 rather 

than General Firm service RS 5/25.   

101. The CEC inquired as to the impacts of increases of $1 and $2 increases instead of $3 

increases in CEC 1.44.2.1 and 1.44.3.1  FEI’s responses point to the reduction in load 

factor that would justify switching from RS 3/23 to RS 5/25.  Additionally, increasing the 

                                                 
58
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Demand Charge by only $1 would result in a shift from RS5/25 of $45 thousand to a 

deficit of $1.6 million that FEI anticipates would be made up by residential customers.
61

 

102. The CEC does not consider a reduction of $1.6 million to be a perverse outcome and 

notes that the Rate Schedule would remain within the 95% to 105% range of 

reasonableness threshold established by the Commission.  

103. Under FEI’s proposal, the proposed reduction in the multiplier in the Daily Demand 

formula is marginally more than offset by the $3 increase in the Demand Charge.  The 

net impact on RS 5/25 customers is a net increase of $0.003 per GJ or $5 per customer 

per month.
62

 

104. The CEC accepts that it is reasonable to maintain a distinction between RS 3/23 and RS 

5/25 customers to avoid continual crossing over.   

105. The CEC submits that it is not necessary to increase the Demand Charge as this could 

also be achieved with the minimum Load Factor Threshold.  

106. Overall the CEC has not found a cost-causation justification for the increased Demand 

Charge.  

107. FEI has not established a threshold for customers to take service under RS 5/25 although 

General Firm service customers have an average load factor of 40% or more
63

 which FEI 

seems to wish to maintain.  

108. FEI does not recommend a minimum load factor. However, if one were to be devised, 

they recommend 40%.  Annual reviews of customers’ consumption and load factors 

would need to be undertaken.
64

 

109. FEI considers the establishment of a minimum load factor to be redundant, an 

unnecessary administrative burden, and to have negative impacts on customers and FEI.  

FEI point out that a minimum load factor would be arbitrary, could cause harm to certain 

customers, or cause customers to flare gas or harm.
65

 

110. To the extent that FEI considers a load factor threshold to be ‘arbitrary’ the CEC notes 

FEI’s statement regarding the intent of the rate schedule being for customers with a load 

                                                 
61

 Exhibit B-11, CEC 1.44.2.1 and 1.44.3.1 

62
 Exhibit B-1-5, page 9-24 

63
 Exhibit B-11, CEC 1.36.1 

64
 Exhibit B-5, BCUC 1.30.4 

65
 FEI Final Submissions pages 28-29 



 

{00979397;1}  

- 20 - 

factor of greater than 40%, and submits that a load factor of 40% is no less arbitrary than 

other numbers and is a result of FEI’s rate design
66

 rather than cost causation. 

111. The CEC recognizes that there may be impacts on certain customers with the imposition 

of a load factor threshold instead of an increased Demand Charge but submits that this 

option may nonetheless be worth investigating further. 

112. The CEC notes that 607 of 774 customers have a load factor of greater than 50%. 

113. The CEC submits that customers with a greater than 50% load factor could potentially 

have a lower cost on the utility and 50% could potentially be representative of a natural 

break between rate classes.  As noted above, a revision to the Demand Charge calculation 

based on individual customers average consumption on the 5 coldest days results in rate 

reductions for these customers and increases for lower load factor customers.    

114. FEI states that a minimum load factor would add complications and decrease customer 

understanding of the RS 5/25 tariff.  The current rate design with a Demand Charge 

generally achieves the same result without the minimum load factor threshold.
67

   

115. The CEC does not accept that customer understanding and acceptance might be 

significantly undermined without further evidence to this effect.  

116. The CEC recommends that the Commission request FEI to examine the costs and 

consequences of introducing a minimum load factor of 50% and eliminating or reducing 

the Demand Charge increase to $1.00 or lower.  

GENERAL INTERRUPTIBLE SERVICE (RS 7 AND 27)  

117. RS7/27 are companion rate schedules for interruptible service.  The existing rate structure 

includes a monthly Basic Charge and a volumetric Delivery Charge per GJ.  RS7/27 

charges are set at a discount from the General Firm Service rate based on an 80% load 

factor plus the RS5/25 Delivery Charge.
68

  The relative percentage of the discount to the 

firm service has remained relatively stable between 2001 and the present.
69

 

118. For RS 7 and 27 FEI proposes to decrease the Delivery Charge by $0.012/GJ.
70

 

119. BCUC 1.32.1 illustrates the percentage discount from firm sales service using an average 

of 59,200 GJ/per year based on an RS 5/25 Demand Charge using differing load factors.  
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Notably, the relative percentage of the discount significantly increases as the load factor 

decreases, which occurs as a result of the Demand Charge in RS5/25 that is not used for 

RS 7/27 because there is no allocation of demand-related costs for interruptible load.
71

 

120. FEI provides further discussion in CEC 2.88.1. 

72
 

121. FEI believes that the discount is working well.
73

 

122. FEI states that interruptible discounts should be set a level that maximizes the revenues 

from interruptible customers to offset as much as possible the largely-fixed utility cost of 

service otherwise borne by firm service customers.
74

  FEI expects to receive $11 million 

in revenues from interruptible customers which goes to the credit of FEI’s firm sales and 

transport customers by contributing to the total cost of service and avoiding system 

improvements that would otherwise be necessary if they were receiving firm service.
75

  

The net benefit to non-bypass customers is approximately $5 million. 
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123. FEI proposes to make certain adjustments to its interruptible service in order to preserve 

the discount between the firm and interruptible rates.  FEI outlines its rationale in its 

Final Submissions at pages 30 – 35.  

124. The CEC submits that it is appropriate to preserve the discount.  

125. The CEC recommends that to the extent the Commission approves the FEI filing as 

proposed by FEI or any with any changes, it also approve adjustments to the Interruptible 

rate be created as necessary to preserve the established discount. 

SEASONAL FIRM SERVICE (RS 4) 

126. Rate Schedule 4 provides seasonal firm service to customers who typically do not use 

natural gas during the winter and therefore do not contribute to FEI’s system peak load.
76

 

127. FEI sets the Delivery Charge for RS 4 during the Off-Peak period equal to the Demand 

Charge of RS5/25 at 100% Load Factor plus the Delivery Charge for RS5/RS25, and 

during the Extension Period is equal to 1.5 times the Delivery Charge for RS7/27. 

128. Given the proposed changes to RS5/25 and RS 7/27, FEI will also adjust RS 4.  

129. FEI proposes to: 

 Change rates due to the proposed changes to RS 5 and RS 7 by increasing the off-

peak delivery rate by $0.114/GJ and by decreasing the extension period by 

$0.018/GJ. 

130. The total impact is to increase the revenues from seasonal customers by $13.3 thousand 

or approximately 2%.
77

 

131. The CEC does not consider this impact to be overly significant.  

132. The CEC recommends that the Commission approves the necessary adjustments to 

maintain the existing methodology with the rates approved by the Commission.  

LARGE VOLUME TRANSPORTATION SERVICE (RS 22 AND CONTRACT CUSTOMERS)  

133. FEI currently has 4 large volume industrial transportation groups including RS 22, RS 22 

A, RS 22 B and the Large Industrial Contract Customers, including VIGJV and BC 

Hydro IG.  FEI’s existing rates are currently separated by geographical regions and there 

is no postage-stamp, cost-based firm rate. 
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78
 

134. RS 22 A and RS 22 B are closed to any new customers.   

135. FEI proposes to continue RS 22A and RS 22 B as closed service offerings and to create a 

firm rate for RS 22 VIGV and BC Hydro IG based on a cost of service allocation from 

the Cost of Service model. 

136. The CEC supports the continuance of RS 22 A and RS 22 B as closed service offerings 

with grandfathered terms. 

137. RS 22 is intended for customers with a minimum delivery volume of 12,000 GJ/per 

month and has a minimum bill provision of paying for 12,000 GJ of Delivery Charges 

whether or not it is actually delivered.
79

 

138. All RS 22 customers receive interruptible transportation service except one
80

 which uses 

2,000 GJ/per day of firm transportation service with remaining volumes being 

interruptible.
81

  Delivery Charges for firm transportation service are subject to negotiation 

and prior approval by the BCUC.
82

  The interruptible charges are currently based on a 

discount to the firm service rate in RS 5/25 based on a 100% load factor. As discussed 

above, FEI proposes to alter the Demand Charge for RS 5/25. 

139. For RS 22, FEI proposes to: 

 Set the RS 22 charges on a Cost of Service basis as follows:  

                                                 
78
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i. Firm Demand Charge of $25.000/Month/GJ. 

ii. Firm MTQ Delivery Charge of $0.150/GJ.  

iii. Interruptible MTQ Delivery Charge of $0.972/GJ.
83

  

140. The cost of service R:C ratio will be 100%.  

141. FEI considered its rate design principles including fair apportionment of costs and 

avoidance of undue discrimination among similar customer types government policy 

promoting postage stamp rates,
84

 and the recent amalgamation of the utilities. FEI 

concluded that it should consider the potential for a new, cost-based firm and 

interruptible rate that would be applicable to all large industrial companies.
85

 

142. The CEC agrees that a firm, standard, cost-based rate is appropriate and should be made 

applicable to all RS 22 customers.  

143. The CEC agrees that 100% is the appropriate target for the R:C ratio. 

144. FEI considered two options and deemed option 2 to be superior. 

145. FEI proposes that RS 22, VIGJV and BC Hydro IG be grouped together for rate design 

purposes as they are similar large industrial customers. FEI proposes to establish a firm 

and interruptible rate with a firm rate being equal to the allocated costs in the approved 

COSA Model and interruptible rates being based on the firm rate.
86

 

146. To derive the new firm rate for RS 22, the costs from the COSA model allocated to large 

industrial customers would be converted into the following charges:  

 Basic and Administration Charge per month;  

 Firm Demand Charge per month per GJ of Firm Daily Transportation Quantity 

(DTQ); and  

 Firm volumetric Delivery Charge per GJ of Firm Monthly Transportation Quantity 

(MTQ) delivered each month. 

147. Interruptible rates would also be set at the COSA firm delivery rates ensuring no 

incentive for customers to shift from firm contracted capacity to interruptible service.  If 

any interruptible customer wished to firm up a portion of their capacity, subject to service 
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availability the customer would need to make a Demand Charge commitment for firm 

capacity.
87

 

148. Option 2 resulted in minor rate reductions (1.6%) versus the current rates. 

149. FEI outlines the impacts for FEI’s customers if the RS 22 firm service rate is not 

approved in BCUC 3.94.3. 

150. The CEC recommends that the Commission approve FEI’s proposals with regard to RS 

22, RS 22A, RS 22B. 

E. Transportation Service Review 

151. FEI’s transportation service is available to large commercial and industrial customers on 

FEI’s system who source their own gas, either from a shipper agent or on their own, and 

have the gas delivered directly to FEI’s system.   

152. Transportation customers are an important customer group.  Although they represent only 

0.2% of customers (2500), they represent 40% of the total annual throughput on FEI’s 

system.
88

 

153. FEI generally considers the transportation service is working well and is not proposing 

significant changes to the transportation model.  

154. FEI does propose to: 

 Eliminate the existing monthly balancing provisions entirely for the transportation 

model and require all transportation customers in all service areas to balance daily. 

 Amend the balancing tolerance from 20% to 10%, and implement a tiered charge 

approach whereby charges increase as tolerance ranges are exceeded.
89

 

155. As set out in the Transportation rate schedules, it is the responsibility of transportation 

customers and/or their Shipper Agents to make efforts to match gas supply and customer 

demand. 

156. Under the current rate schedules, transportation customers are required to balance by 

month-end or on a daily basis.  Monthly balancing appears to be an artifact of earlier 

balancing rules and has been recognized as causing additional costs.  Since the original 

balancing rules were put in place, the industry has changed significantly with regard to 
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measurement and reporting improvements, technology, gas cycles, marketer 

sophistication and product and service standardization.
90

 

157. Shipper Agents holding monthly balanced groups have the ability to both pack and/or 

draft the system.
91

  In general, daily balanced groups tend to pack while monthly 

balanced groups tend to draft the system.
92

 

158. FEI provides a chart of Shipper Agents and their imbalance records in CEC 1.54.1. 

93
 

159. The CEC submits that the evidence is that monthly balanced Shipper Agents typically 

have significantly higher imbalances than daily-balanced only Shipper Agents. 

160. There are no daily balancing requirements applicable to monthly balanced customers 

whereas daily balanced transportation customers are held to a 20% tolerance level.  
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161. Currently, there is no charge when imbalances occur within the 20% tolerance level; 

balancing charges only apply when imbalances exceed this level. 

162. FEI believes that the current monthly balancing practices may lead to inefficient use of 

FEI’s System resources.  

163. Due to Shipper Agents balancing activities, the day-end inventory ranged from 200,000 

GJ to 1,000,000 GJ in 2015.
94

  Imbalances are managed using FEI’s midstream resources 

including upstream and downstream storage, Westcoast OBA or the buying and selling of 

gas.
95

  Core customers pay for these resources in the Midstream charge.
96

 

164. The CEC agrees that the current practices do not incent the most efficient behaviours 

with regard to system resources and result in unequal treatment between Shipper Agents 

and customers, and creates the opportunities for arbitrage.   The CEC also agrees that it is 

reasonable to move to a single set of rules for all transportation customers.
97

 

165. The CEC understands that Shipper Agents have the ability to balance daily and 

technology improvements enable superior tracking and monitoring than was previously 

available.
98

 
i
 Shipper Agents representing monthly balanced customers have the same 

access to customer consumption data as Shipper Agents with daily balanced customers.
99

 

166. The CEC has reviewed the evidence with regard to balancing and supports FEI’s 

Transportation Service charges proposal with regard to daily balancing and the move to a 

10% tolerance. 

167. The CEC submits that daily balancing is the preferred and fairest methodology and 

should not present an undue onus on Transportation service customers.  The CEC notes 

that many LDC’s across the US and Canada set balancing thresholds at approximately 

5%.
100

  FEI considers 5% to be too stringent and wishes to provide a distinction between 

cold weather and normal weather circumstances.
101
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168. The CEC notes that removal of the monthly balancing option will not necessarily 

eliminate the potential for Shipper Agents to game the system, but would level the 

playing field across all Shipper Agents and their customers.
102

 

169. FEI’s proposed tiered charges are provided below which are intended to incent customers 

to balance within 10%. Should the cost of gas exceed $5.00 US/MMBtu, FEI will apply 

to the Commission to update the charge. 

103 

170. The charges are based on the incremental varying costs involved in System balancing. 

Black and Veatch’s methodology and analysis calculated the estimated replacement costs 

that Transportation or Shipper Agents would have to incur to secure balancing services 

under a range of tolerances.
104

 

171. Not accounting for potential changes in behaviour, FEI estimates that for 2015, 

approximately $1.4 million could have been credited back to the midstream portfolio, 

assuming daily balancing and 10% tolerances.
105

 

172. The CEC accepts the proposed charges as reasonable.  

173. The CEC notes that customers can avoid all charges remaining within the 10% tier.  

174. The CEC recommends that the Commission approve FEI’s changes to Transportation 

service as filed by FEI.  

F. Revenue Shifts and Rebalancing  

175. In Commission Order G-4-18, the Commission established a Range of Reasonableness of 

95% to 105% to inform rate design and rebalancing proposals in the current application. 
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176. Additionally, the Commission determined that since other considerations are made in rate 

design and rebalancing, FEI is free to propose whether or not they will rebalance rates. 

177. The CEC provided several comments with regard to the appropriate rebalancing targets in 

its Final Submissions and recommended that rate classes should be rebalanced to unity. 

178. The CEC reiterates its view that it believes that FEI should be rebalancing to unity where 

possible as a consequence of rate design.  

FEI PROPOSAL 

179. FEI’s rate design proposals resulted in the following shift between rate classes before 

rebalancing. 

 

180. Additionally, based on FEI’s Final COSA results after rate design changes, FEI proposes 

to rebalance RS 5/25 and RS 6/6P to within the R:C ratio range of reasonableness of 95% 

to 105%, and shift the revenue responsibility to RS 1.
106

  

181. Specifically, FEI requests the following to implement its proposed rebalancing: 

 Approval to increase the Delivery Charge per GJ of RS 1, 1U, 1X, and 1B by $0.027 

as a result of the revenue shifts and rebalancing of rates; 

 Approval to decrease the Basic Charge in RS 5 and RS 25 by $118.00 per month 

from $587.00 per month to $469.00 per month; 
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 Approval to decrease the Delivery Charge per GJ of RS 6 by $1.622/GJ to address 

rebalancing; and  

 Approval to set the Delivery Charge per GJ for RS 6P to equal the Delivery Charge 

per GJ of RS 6. 

FEI does not propose to rebalance RS 22A. 

182. The following tables provide FEI’s R:C ratios after rate design changes and before 

rebalancing and after its proposed rebalancing. 
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107
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108
 

Rebalancing RS 2 and 3/23 

183. FEI does not propose any rebalancing to either RC 2 or RS 3/23. 

184. The RS 2 and RS 3/23 schedules will be at 102.2% and 103.6% respectively after rate 

design changes, which are within the Commission established R:C threshold of 95% to 

105%.  
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185. The CEC notes that the rate design proposal did increase the RS R:C ratio for RS 2 from 

101.3% to 102.2%; and from 101.6% to 103.6% for RS 3.  

186. The CEC submits that it is disappointing to see the RS 2 and RS 3 rate classes moving 

directionally away from unity.  

187. The CEC submits that while FEI was not obligated to rebalance these rate classes, it 

would have been a good opportunity to move the classes to unity or at least make a 

directional improvement.  

188. The CEC recommends that the Commission continue to bear in mind the validity of 

rebalancing to unity in its future determinations.  

Rebalancing RS 5/25 

189. A total revenue shift of $1,138,500 was required to move RS 5/25 to an R:C ratio of 

105%.
109

 

190. FEI is proposing to decrease the Basic Charge by $118 per month to $469 per month in 

order to accomplish its rebalancing to 105% for the reasons outlined at pages 12-6 of B-

1-5.  

191. The CEC submits that while rebalancing to 105% is an improvement, rebalancing could 

have gone farther as a matter of fairness. 

192. FEI does not support the alternative option of decreasing the Demand Charge instead of 

the Basic Charge because of the follow-on impacts that occur to RS7/27, the additional 

revenue impact to RS1, and the relative pricing relationship between RS 5/25 and RS 

3/23.
110

 

193. As discussed earlier, FEI proposed to increase the Demand Charge by $3.00 to continue 

the incentive for low load factor customers to take service under Large Commercial RS 

3/RS 23 rather than General Firm Service RS 5/RS 25.
111

 

194. FEI explains the analysis it undertook to arrive at the optimum adjustment between the 

Basic Charge and the Demand Charge for RS 5/25 to serve process load customers with 

efficient utilization of the system in ICG 3.2.5. 

195. In addition to the impact on RS 5/25 by changing the Demand Charge, the Delivery 

Charge for RS 7/27 would also be decreased from the proposed rate of $1.443 per GJ to 

$1.412 per GJ1.  The 3.1 cents per GJ reduction results in a further decrease of General 
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Interruptible revenues of $207 thousand (6.691 TJ x $0.031) which would have to be 

shifted to the residential (RS 1) customers.  

196. FEI goes on to state that: 

‘The general intent of RS 5/25 is to provide firm service to customers whose load factor 

is 40 percent or greater. By decreasing the Demand Charge for RS 5/25 while the charges 

for RS 3/23 remain unchanged from proposed, the annual volume at which customers 

could beneficially switch from RS 3/23 to RS 5/25 would be lower. …..Consequently, 

customers with a load profile of a large commercial customer but at substantively 

reduced annual volume would be incented to switch to RS 5/25. Consequently, FEI chose 

to adjust the basic charge for RS 5/25 to retain the relative pricing signal between RS 

5/25 and RS 3/23’.
112

 

197. FEI argues that ‘since RS 1 is already within the range of reasonableness….it is 

unnecessary to adjust the RS5/25 Demand Charge which results in additional revenue 

shifts to RS 1 from the impact on changing to Delivery Charge to RS7/27 and RS 4’.
113

 

198. The CEC does not agree that the impact on RS 1 should be a significant factor, as the RS 

remains below unity.  

199. The CEC does recognize that there are several factors that ought to be considered in 

determining the appropriate method for rebalancing.   

200. The CEC acknowledges that adjusting the Demand Charge would have impacts on the 

crossovers and pricing signals between rate classes, and as such the CEC considers the 

amendment to the Basic Charge to be the appropriate method for rebalancing. 

201. The CEC recommends that the Commission approve the decrease in the Basic Charge as 

proposed by FEI for rebalancing purposes. 

Rebalancing RS 6/6P  

202. RS 6/6P has an R:C ratio of 131.7%. 

203. To set the R:C ratio for RS 6/RS 6P within the range of reasonableness, FEI is proposing 

a reduction of $75.9 thousand in the revenue required from RS 6/RS 6P by decreasing the 

Delivery Charge by $1.622/GJ.  

204. FEI seeks: 

 Approval to decrease the Delivery Charge per GJ of RS 6 by $1.622/GJ to address 

rebalancing; and  
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 Approval to set the Delivery Charge per GJ for RS 6P to equal the Delivery Charge 

per GJ of RS 6. 

205. FEI explained that its proposal to reduce only the Delivery Charge is consistent with 

applicable rate design principles and government policy at pages 12-6 and 12-7 of 

Exhibit B-1-5. 

206. The CEC has reviewed the evidence and recommends that the Commission approve 

FEI’s proposal for rebalancing RS 6/6P. 

RS 22A 

207. Although RS 22A is outside the range of reasonableness, FEI is not proposing to 

rebalance RS 22A. 

208. FEI argues that this is a closed rate schedule with a favourable rate compared to similar 

customers and has not allocated the same level of distribution system costs to RS 22A 

that it allocates to RS 22.  FEI only allocates a portion of distribution costs to R22A as a 

direct assignment for industrial customer stations and service lines. Rebalancing the 

charges under RS 22A would be inconsistent with continuing to grandfather the terms 

and conditions of service under this rate schedule.
114

 

209. FEI provides a Revised Revenue to Cost and Margin to Cost ratio table with RS 22A 

rebalanced to 1.05 in ICG 3.1.1. 

210. Rebalancing RS 22A to within +/- 5% would appear to require a revenue reduction of 

$544 thousand.
115

 

211. The CEC submits that this reduction could be absorbed by RS 1 without compromising 

its R:C range of reasonableness. 

212. The CEC would not object to a rebalancing of RS 22A to 105% with the revenue 

requirement being absorbed by RS 1 and recommends this approach.  

RS 1 – Residential 

213. Under its Rate Design proposal, FEI is proposing that the Residential Rate Class rate 

class will absorb the $786.4 thousand in total revenue reduction,
116

 occurring primarily as 

a result of proposed changes to RS 22. 
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214. Additionally, FEI is proposing to shift the revenue responsibility from the rate 

rebalancing of RS 5/25 and RS 6/6P to RS 1.  

215. RS 1 is the only rate schedule with an R:C ratio of less than 100%. RS 1 is within the 

approved range of reasonableness, but at the lower bound. FEI’s approach of shifting 

revenues to RS 1 is consistent with past practice. The impact to RS 1 is an approximate 

annual bill change of 0.2%.
117

 

216. An alternative approach for rebalancing would be to shift revenues among all rate classes 

with an R:C ratio within the range of reasonableness. This approach would reduce the 

impact to RS 1 to an approximate annual bill change of 0.1%.
118

 

217. The CEC notes that after all rate design changes and rate rebalancing activities, the 

residential R:C ratio shifts from 95.6% to 96.6%, which is a small directional 

improvement in R:C ratios. 

218. The CEC agrees that RS 1 is the appropriate RC to absorb the revenue requirement shifts 

from the rate design changes and rate rebalancing.  

219. The CEC submits that the annual bill change as a result of rate rebalancing is minimal 

and will not represent a hardship to RS 1 customers.  RS 1 also has the most capacity to 

absorb these amounts with the lowest bill impact to individual customers.
119

 

Rebalancing Concepts  

220. As noted earlier, the Commission has established a range of reasonableness of 95% to 

105%.  The CEC understands the range of reasonableness to represent a threshold by 

which a rate class is deemed to be over or under-recovering their cost of service.  

221. The CEC notes that the Commission made no directions with regard to how rebalancing 

was to be undertaken.   

222. The CEC finds the FEI use of its Range of Reasonableness to be inconsistent and 

illogical.  

223. FEI’s apparent view of the Range of Reasonableness is that it represents a +/- threshold 

within which any R:C ratio is acceptable and equally justifiable.  This would imply that 

there is no justification for rebalancing revenues to any rate class once they are all within 

the ‘range of reasonableness’.  
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224. For instance, in its Final Submissions, FEI states that: 

When creating a new rate schedule and rate structure, there is no pre-existing R:C ratio. If 

an R:C ratio other than 100 percent were to be adopted for a new rate schedule or service, 

it would be equally reasonable to propose 95 percent at the lower end of the range of 

reasonableness as 105 percent at the upper end. FEI therefore selected 100 percent for the 

R:C ratio for the new RS 22 firm rate.
120

 

225. However, FEI also points out that industry practice is to reallocate revenues to rate 

classes accounting for the R:C ratios that are below unity.  

226. With regard to the appropriate target when rebalancing FEI states: 

FEI is proposing to shift the revenue responsibility from the rate rebalancing of RS 5/25 

and RS 6/6P to RS 1. RS 1 is the only rate schedule with an R:C ratio of less than 100%. 

RS 1 is within the approved range of reasonableness, but at the lower bound. FEI’s 

approach of shifting revenues to RS 1 is consistent with past practice. The impact to RS 1 

is an approximate annual bill change of 0.2%.
121

 

FEI points out that the Residential rate class is the only customer class with a Revenue to 

Cost ratio of less than 1, but also has the most capacity to absorb these amounts with the 

lowest bill impact to individual customers.  This approach also reflects standard utility 

practice.
122

  FEI goes on to state that once it has been determined that rebalancing should 

be done, judgement needs to be exercised and it is utility practice to account for the R:C 

ratios of the rate schedules and move rate schedules closer to unity.
123

 

227. The CEC submits that this is common sense, but is nonetheless directly contrary to FEI’s 

position that there is no discrepancy between rate classes with R:C ratios of 1.05 and 

0.95. 

228. With regard to rebalancing RS 22 to 1.05, FEI also states: 

‘since RS 1 is already within the range of reasonableness….it is unnecessary to adjust the 

RS5/25 Demand Charge which results in additional revenue shifts to RS 1 from the 

impact on changing to Delivery Charge to RS7/27 and RS 4’.
124

 

229. FEI’s statement that additional revenue shifts to RS 1 should be avoided as it is already 

within a range of reasonableness is equally internally inconsistent.  If there is no 

discrepancy to be treated between a R:C ratio of 0.95 and 1.05,  then there is no ‘Range 

of Reasonableness’ justification for keeping RS 1 class at its present R:C ratio – under 
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FEI’s Range of Reasonableness logic the RS 1 class should be permitted to increase up as 

far as 1.05 if there is a reason to do so. 

230. The evidence is that FEI’s arguments regarding rebalancing and range of reasonableness 

are illogical and inconsistently applied. 

Rebalancing Conclusions 

231. The CEC recommends that the Commission approve FEI’s proposed rebalancing plans 

but additionally enable rebalancing toward unity in all cases and not away from unity in 

some cases to ensure that there is consistent and logical application of rebalancing 

decisions. 

G. General Terms and Conditions and Housekeeping and Other 

Amendments 

232. With regard to Housekeeping and other Amendments, FEI seeks: 

 Approval of the Housekeeping and other Amendments to FEI’s General Terms and 

Conditions as set out in Appendix 11-1 and discussed in Section 11 of the Application; 

and  

 Approval of proposed Housekeeping and other Amendments to FEI’s Rate Schedules as 

set out and discussed in Appendix 11-3 of the Application.
125

 

233. The CEC has reviewed the evidence related to FEI’s proposed amendments to its General 

Terms and Conditions and Housekeeping and other Amendments and recommends that 

the Commission approve the changes as filed.  

H. Fort Nelson Rate Design 

Rate Unbundling 

234. FEI proposes to unbundle Fort Nelson rates which it considers will lead to greater 

transparency, facilitate access to future services such as Renewable Natural Gas,
126

 and is 

preferred by customers. The unbundling of rates allows customers to see on their bill the 

commodity, midstream, and delivery components, including changes in a particular 

component from one period to the next. 

235. FEI’s other service areas are unbundled. 
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236. The CEC agrees that unbundling is the preferred rate structure and submits that it is 

important from a conservation and efficiency perspective in that it enables customers to 

better understand their gas consumption.  

237. The CEC is confident that FEI Fort Nelson will be able to provide adequate 

communications to facilitate customer understanding and acceptance.
127

  FEI does not 

anticipate significant costs for these communications.
128

 

238. The CEC recommends that the Commission approve FEI’s unbundling of rates. 

Flat Rate Structure 

239. FEI proposes to move to a flat rate structure which is preferred by the majority of Fort 

Nelson’s residential customers and is simple, transparent and easy to understand.  

Declining block rates may send price signals that discourage conservation and 

efficiency.
129 

 

240. The CEC agrees that the existing declining block rate structure was not conducive to 

conservation and efficiency, and that a flat rate structure is a more neutral option. 

241. The CEC submits that despite the likelihood of customer confusion during the transition 

period
130

 a flat rate structure is very easy for customers to understand and provides a 

balanced approach to conservation and efficiency.  

242. The CEC has considered the evidence as to the benefits and drawbacks of a flat rate 

structure as well as of the alternatives and submits that the flat rate structure is the best 

option. 

243. The CEC recommends that the Commission approve FEI’s proposal to move to a flat rate 

structure.  

Fort Nelson Residential 

244. FEI proposes to implement a flat, unbundled residential rate structure with a flat 

volumetric Delivery Charge and a fixed daily Basic Charge similar to FEI’s residential 

rate structure.  Customers will also see a Commodity Cost Recovery Charge and Storage 

and Transport Charge.  
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245. The calculation of the Basic Charge and the volumetric charge was undertaken to achieve 

the lowest maximum bill increase (dollar amount) for any individual customer.
131

  The 

CEC submits that using dollar value rather than % is the appropriate metric in this 

calculation.   

246. No customers appear to experience an annual bill impact of more than $11.
132

  The CEC 

submits that these impacts are acceptable.  

247. The CEC considers that this is not necessarily the preferred methodology from a cost-

causation rationalization perspective but is nonetheless a methodology that should 

maximize customer understanding and acceptance.  FEI will review the Basic Charge 

against COSA results in future COSA studies.
133

  The CEC anticipates that such studies 

can enable FEI to move directionally towards the principles of recovering fixed costs 

with fixed charges to the extent reasonably possible.  

248. The CEC has reviewed the evidence with regard to FEI’s proposal for residential rate 

classes in Fort Nelson.  

249. The CEC recommends that the Commission approve the changes to the Residential rate 

class as proposed by FEI.   

Fort Nelson Commercial  

250. FEI proposes the following for its commercial rate design: 

 Unbundle and implement a separate Commodity Cost Recovery Charge, Storage and 

Transport Charge, fixed Basic Charge, and volumetric Delivery Charge in the 

customer rates; 

 Move to a flat rate structure; 

 Move the small to large commercial customer threshold to an annual demand of 2,000 

GJ; and 

 Establish the daily and volumetric Delivery Charges to have an equal annual bill for 

Rate 2.1 (small commercial) and 2.2 (large commercial) at the economic crossover 

point at 2,000 GJ. 

The FEI proposal will reduce the consumption threshold between RS 2.1 and RS 2.2 

from 6,000 GJ/per year to 2,000 GJ/per year.
134
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251. The CEC notes that this is consistent with FEI’s threshold and that there is a material 

difference in use per customer, load factor and costs to service small and large customers.   

252. The CEC considers these to be valid reasons for adjusting the threshold. 

253. The CEC has reviewed the evidence and agrees that 2,000 GJ is the appropriate 

threshold. 

254. The CEC notes that the change can be accomplished with minimal impact to customers, 

who will ultimately receive a rate reduction.
135

 

Level of Charges for Small and Large Customers 

255. FEI proposes the following objectives in establishing its rate design: 

 Increase the Basic Charge for large customers to address higher cost to serve; 

 Lower Delivery Charge for large customers to accommodate the higher load factor; 

 Align the economic crossover between rates 2.1 and 2.2 at 2,000 GJ;
136

 

 Achieve reasonably high recovery of Customer-Classified costs by the Basic Charge; 

and  

 Minimize bill increases.
137

 

256. FEI outlines the rationale for its proposals in Section 13 of its Application.  

257. The CEC has reviewed the evidence and submits that the principles and proposals behind 

the above changes are sound and generally support recovery based on cost causation.  

258. Bill increases are limited to 2% for RS 2.1 and 0.7% for RS 2.2. 

259. The CEC submits that these are acceptable rate increases in the achievement of the above 

objectives.  

260. The CEC recommends that the Commission approve the changes to the Commercial rate 

classes as proposed by FEI. 
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Industrial Rate Design 

261. FEI currently has the following rates in place to serve industrial customers: 

 Rate 3.1 / 3.2 / 3.3 - Industrial Service; and  

 Rate Schedule 25 - General Firm Transportation Service. 

262. FEI is proposing to adopt the same rate structure for Fort Nelson as is available in FEI’s 

other service territories.  Charges include: 

 Basic Charge; 

 Demand Charge; 

 Delivery Charge. 

263. Rate 3.1 would have a Commodity Cost Recovery charge and a Delivery Charge.  RS 25 

would have an Administration Charge. 

138 

264. The revenue collected will be the same as was forecast in the 2017-2018 Revenue 

Requirement and accordingly no other rate classes will be affected.  

265. The CEC submits that it is reasonable to achieve consistency with other tariffs.  

266. FEI also proposes to phase out the Rate Stabilization Adjustment Mechanism (RSAM) 

for RS 31 and RS 25 since a large portion of revenues will now be recovered through 

fixed charges.  

267. The CEC has reviewed the evidence regarding the discontinuation of the RSAM and 

agrees that it is reasonable. 
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268. The CEC recommends that the Commission approve the Fort Nelson rate design as 

proposed by FEI.  

Fort Nelson Natural Gas Tariff 

269. FEI outlines a number of changes proposed for its Natural Gas Tariff at pages 13-47 to 

13-48 of its Application (Exhibit B-1-5). 

270. The CEC has reviewed the evidence and submits that the changes are acceptable.  

271. The CEC recommends that the Commission approve the changes as proposed by FEI.   

Fort Nelson Rebalancing 

272. FEI Fort Nelson’s Revenue to Cost ratios are all currently outside the Commission’s 

Range of Reasonableness threshold of 95% to 105%, which are shown after the effects of 

FEI’s rate design proposals. 

139 

273. FEI is proposing rate rebalancing to bring the R:C ratios of Rate 1, 2.1, 2.2 and 25 within 

the Commission-approved range of reasonableness of 95% to 105%. FEI is proposing the 

following:  

 Decrease Rate 2.1 revenue by $35.0 thousand, which will reduce the R:C ratio of 

Rate 2.1 to within the range of reasonableness;  

 Decrease Rate 2.2 revenue by $37.2 thousand, which will reduce the R:C ratio of 

Rate 2.2 to within the range of reasonableness;  

 Increase RS 25 revenue by $5.7 thousand, which will increase the R:C ratio of RS 25 

to within the range of reasonableness; and  
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 Increase Rate 1 revenue by $66.5 thousand to offset the decrease in revenue from 

Rate 2.1 and Rate 2.2 net of the increase in revenue from RS 25. This will bring RS 1 

to within the range of reasonableness.  

140
 

274. The CEC notes that while the R:C ratio for the residential rate class increases to 95.9% as 

a result of FEI’s proposals, the overall impact to customers is mitigated by the Gas Cost 

Recovery Decrease. 

141
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275. The CEC submits that FEI’s rebalancing is worthwhile and is a step in the right direction.  

276. As noted previously, the CEC would prefer that rebalancing was undertaken to unity 

particularly given that the COSA results do not tend to vary significantly from COSA 

study to COSA study.  Rebalancing to the Range of Reasonableness end-points results in 

continuous overpayment by those rate classes at the high end, and continuous 

underpayment by those rate classes at the low end if unity is never achieved. 

277. The CEC does not believe that rebalancing to unity would cause undue hardship on the 

customers in the rate classes with less than 100% COSA allocations. 

278. However, the CEC accepts that FEI has discretion to propose rebalancing determination. 

279. The CEC recommends that the Commission approve FEI’s rate rebalancing proposals for 

FEI Fort Nelson because FEI’s rebalancing choices are directionally towards 1 and 

therefore appropriate.  Over time, the CEC recommends that rebalancing should be 

undertaken to achieve unity. 

Fort Nelson Conclusion  

280. The CEC recommends that the Commission approve FEI’s proposal for Fort Nelson as 

filed by FEI.  

ALL OF WHICH IS RESPECTFULLY SUBMITTED 

David Craig 
______________________________________________________________ 

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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