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COMMERCIAL ENERGY CONSUMERS ASSOCIATION  

OF BRITISH COLUMBIA 

FINAL SUBMISSIONS 

FortisBC Energy Inc. Revelstoke Propane Portfolio Cost Amalgamation Application 

Project No. 1599033 

 

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

of ratepayers consuming energy under commercial tariffs in applications before the BC 

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

2. FortisBC Energy Inc. (“FEI”) applies to the Commission to amalgamate the Revelstoke 

propane supply costs with the midstream natural gas supply resource costs in the 

Midstream Reconciliation Account (“MCRA”) and to implement a revised propane gas 

cost rate setting mechanism (the “Application”).1 

3. The CEC has participated in the proceeding and provides the following Submissions for 

the Commission’s review and consideration. 

I. SUMMARY POSITION  

4. The CEC supports the FEI proposal as being in the public interest and recommends that 

the Commission approve the Application. 

II. SUBMISSIONS 

Introduction 

5. The Revelstoke system is a satellite, off-grid propane distribution system that serves 

approximately 1500 residential and commercial customers.2 

6. Since 1990, the least cost method for providing energy service in Revelstoke has been to 

acquire propane to vapourize and distribute through the local distribution grid.3 

7. Customers are supplied with propane instead of natural gas through railcars and tanker 

trucks which is then stored, vapourized as required and distributed to customers through 

an underground piped distribution system.  The service, which uses propane, is otherwise 

indistinguishable from FEI’s natural gas service to other parts of BC. It is the most cost-

effective method to provide piped energy to customers.4 

                                                
1 FEI Final Argument page 1 

2 FEI Final Argument page 5 

3 Exhibit B-5 CEC 1.1.1 

4 FEI Final Argument pages 3-5 
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8. The cost of FEI’s facilities in Revelstoke has been included as part of the total FEI 

delivery costs for both Revelstoke and all other natural gas customers (i.e. they were 

never separated). It was only the propane commodity cost that was tracked separately and 

recovered at FEI rates, plus a rider specific to Revelstoke customers.5 

9. Revelstoke customers already pay the same delivery rate as natural gas customers plus a 

rider to reflect the different commodity cost.6 

10. Due to the difference in commodity rates, customers in the Revelstoke area typically 

experience substantially higher overall rates and significant volatility compared to the 

natural gas customers elsewhere in the province who have postage stamp rates.7 

11. Although originally planned to have natural gas added in the future, there has been 

insufficient growth in the area to justify a natural gas extension.8 

12. FEI considered a variety of options for mitigating the issues experienced by Revelstoke 

customers.  These included options with capital investment (physical pipeline and virtual 

CNG/LNG pipelines) as well as other non-capital solutions.9 

13. FEI settled on its current proposal; Revelstoke propane customers would pay the same 

gas cost recovery rates as FEI’s natural gas customers10 and there would be no changes in 

how the physical propane and natural gas supply resources are planned and managed.11 

14. The proposed Application would mitigate rate volatility and provide rate relief to 

Revelstoke’s propane customers.12 

15. The specific elements of FEI’s proposal include:  

a. Amalgamate FEI’s Revelstoke propane supply portfolio costs with its natural gas 

supply portfolio costs by transferring the closing balance of the Propane Cost 

Deferral Account (“PCDA”) to its existing MCRA as an opening balance 

adjustment; 

b. Capture all Revelstoke propane supply portfolio costs in the MCRA; and 

c. Eliminate the PCDA.13 

                                                
5 Exhibit B-5 CEC 1.1.1 

6 Exhibit B-1, page 1 

7 Exhibit B-2, BCUC 1.1.1 

8 FEI Final Argument page 5 

9 Exhibit B-2, BCUC 1.8.3 

10 FEI Final Argument page 3 

11 FEI Final Argument page 4 

12 FEI Final Argument page 12 

13 FEI Final Argument page 3 
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16. FEI proposes to capture the Revelstoke propane supply portfolio costs in the existing 

MCRA because the profile of the Revelstoke propane supply varies with weather. As 

such, FEI’s Revelstoke propane purchases are shaped to the relative level of seasonal 

consumption, similar to how FEI currently captures the costs for seasonally shaping its 

natural gas supply in the existing MCRA.14 

17. Although the cost of gas recovery rates would be identical, Revelstoke customers would 

continue to be charged the carbon tax rate that is applicable to propane.15 

18. FEI describes the proposed project as a ‘least cost, innovative, non-capital solution to 

addressing the energy cost disparity and volatility in commodity prices experienced by 

Revelstoke customers’.16 

19. FEI is not expecting any O&M efficiencies from the proposed amalgamation.17 

III. THEORETICAL JUSTIFICATION  

20. FEI submitted the Application based on its observation that FEI’s Revelstoke propane 

customers have historically experienced greater cost of energy rate fluctuations and 

higher rates than FEI natural gas customers. The two equally-weighted key objectives of 

the Application are to provide rate relief (or rate affordability) and to mitigate the 

propane rate volatility experienced by Revelstoke customers.18 

21. There is broad community support in Revelstoke for the Application.19 

22. FEI has had continuous, multi-year dialogue with customers and stakeholders in 

Revelstoke, which is reviewed in Exhibit B-7, BCUC 2.15.1 and 2.15.4.20  The dialogue 

raised issues with respect to the rates and volatility of the propane commodity used to 

serve Revelstoke.21 

23. FEI has provided evidence to demonstrate the historical differences in the propane and 

natural gas commodity pricing which results in higher pricing (including on an energy-

equivalent basis) and greater volatility for Revelstoke customers. 

24. The CEC submits that FEI has adequately demonstrated a substantial difference in rates 

for similar, though different, service. 

                                                
14 FEI Final Argument page 3 

15 FEI Final Argument page 4 

16 Exhibit B-2, BCUC 1.3.1 

17 Exhibit B-5, CEC 1.2.5.2 

18 Exhibit B-2, BCUC 1.2.1 

19 FEI Final Argument page 12 

20 Exhibit B-7, BCUC 2.15.1 and 2.15.4 

21 Exhibit B-2, BCUC 1.2.5 
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25. FEI also points out that ‘In support of BC energy objectives under Section 2(h) and 2(k) 

of the Clean Energy Act, the Revelstoke annual energy bill reductions proposed may 

contribute to encouraging other Revelstoke energy users to switch from higher-carbon 

heating oil to propane, economic development, creation and retention of jobs.’22 The 

CEC provides its comments with respect to these items later in these submissions. 

26. Overall, it is expected that Revelstoke customers would experience the following benefits 

with a small cost impact to non-Revelstoke customers.  

27. Most importantly, it would mitigate rate volatility and provide rate relief to FEI’s 

Revelstoke propane customers.23 

 

 

                                                
22 Exhibit B-2, BCUC 1.1.1.1 

23 Exhibit B-2, BCUC 1.2.10 

Revelstoke 
cuslomeis 

Benefits Costs 

1-lncreased rate stability of cornmodity-ralated 5-No costs, to Revelstoke 
rates as they willl be amalgalillated wi'th the customers. 
connmodity costs, of natural gas wfl ich are 
l'l islmtcally more stable:; 

2-Total arnmal bm savings of approximately 
$407 1Per year for an average Revelstoke 
propane residential customer wilh 50 GJ per 
y,e•ar consumption; 

3-GHG emiiSSio:rn reduction in Revefstdke· from 
pote11tr.al oonversion 1irom heating oil to 
propane:; and 

4-Bncourag.e, eoonomic developImmt and 
support oreation and rete'llltion of jobs. 
Pte·ase refer ro the response to BOil.iC IR 
L2.10. 

Benefits Costs 
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24 

28. FEI also points out that fully amalgamating the propane and natural gas portfolio costs on 

an equal basis ensures that FEI customers in Revelstoke do not experience differing cost 

of energy recovery rates for gas service due to their location within FEI’s service 

territory.25 

A. RATE AND BILL IMPACTS  

29. As noted above, it is expected that there would be an annual bill saving of approximately 

$407 per year for an average Revelstoke propane residential customer with 50 GJ per 

year consumption26 which is in the order of 45%.  

30. Small commercial customers will have an average bill reduction of 49%, or about $2116, 

while large commercial customers will experience an average bill reduction of 56% or 

about $48,259 as shown below:  

                                                
24 Exhibit B-2, BCUC 1.3.1 

25 FEI Final Argument page 4 

26 Exhibit B-5, CEC 1.3.2 

Nolfl-Revelstoke • Overall! GH G em isston ireducUon to lhe ·• Small midslream rate impact of 
custorneis (FEI Province of BC resulting from potential app1Dxi1i11atety SO .98 per year for 
mb.ual g,liS -,onversion froOI heating oil to propane in an average FEI natural ,gas 
custorneis) Revelsroke; residential customer wlth 90 GJ 

• PotentiaJ load ,arowth in Revet.stoke which annwl consu mplio:rn. 
1:::.in::.11111...-i [mI3 

customern; a11d 
• Non-capital solution wi'th minimal rale• impact 

to FHs natural gas customer for [Providing 
rate stability a11d rate relief to Revellstoke 
propane ousromers. All olher solutions are 
capital related wilh h[gller rate impact to IREl's, 
m lural g.as customers. Please refer to Ute 
response to BOUC IR 1.3.1 and 1.8 .3 . 
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31. Conversely, average annual bill increases for FEI natural gas customers would remain 

relatively small. There is a midstream rate impact of approximately $0.98 per year 

(0.12%) for an average FEI natural gas residential customer with 90 GJ annual 

consumption. Small commercial customers would experience an average annual bill 

increase of $4 (0.16%), while large commercial customers would experience an average 

annual bill increase of $33.72, or 0.15%.  

32. The CEC submits that these are very small bill impacts for non-Revelstoke customers.  

33. In CEC 1.6.1, FEI provides the range of potential bill impacts for each customer class. 

 

                                                
27 Exhibit B-1, page 20 

Table 5-1: S-t11mmary of Average Annu al Bill Impact fior Re vets,to/ke Propane and FEI Natural! 1GaiS 
OllliStomers, (RS, 1 to l )P 

Rate Schedule 
Revels.toke Oustomers, (Pmpanet 
Rate Srnedul,e 1 Resident ial Servioe 
Rate Schedul,e 2 ~ Sma 11 Com meri cal 
Rate Schedul,e 3 - 1.arge Commeric.111 

FEl 's, Mai1nlatiid and Vall()tJIJIVel' Island 1[N:atural GasJ 
Rate Srnedul,e 1 - Resident ial S,ervioe 
Rate Srnedul,e 2 • .Sma 11 Com meri cal 
Rate Srnedul,e 3 - Large Commeric.11I 

Rm Schedule 
Revelstokl! Custoll'll!rs ( Prol!ane} 
Rate-Sch l!d ule 1 - Rl!sid @ntial ServiC'.ll 

Rate Sched ule 2 - Sma ll Co m:me rical 

Rate Sched ule 3 - llarge Com m e rical 

FEl's Mainland and Vancouver Island I Natural Gasl 
Rate· Sch@d ule 1 - IR@sid @ntial S!!rvic.1:! 

Rate Sched ule 2 - Sma ll Co m:me rical 

Rate Sched ule 3 - llarge Comm e rical 

Rate-Schl!d ule 4 - Suso nal Fi rm Gas S@rvice 

Rat1< Schl!d ule 5 - Gener-a l Fi rm Servi Cl! 

Rate Sched ule 6 - INlatu ral Gas Ve hid@ Service 

Rate Sched ule 7 - General I nterupt i ble Servi c@ 

Ranp of UPC• 
2018Adual 

fGII 

0 - 669 

0 - 2.,439 

2,872 • 2.8, 717 

0 - 4,765 

0 - 21,466 

0 - 45,411 

0 - 22,898 

4 - 83,582 

28 - 5,766 

0 - 179,834 

Averap Averap 
Averase Annual Bill Annual BIii 
UPC GJ Im $ 

50 $ (407) 145~ 11 
300 $ 12,U6,) 149%11 

6,1651) $ (,48,259) 156%11 

90 $ 0.98, 0.12% 
3M) $ 4.001 0.16% 

a.,no $ ll.'72 0.1.5~ 

Minimum Maximum 
Minimum BIii AnnualBIII MalmumBIII Annual BIii 

I 
,_ 

I ·~ Im~ ·-· ,-, 

$ - - s {5,451) (52 .56%} 

$ - - s (17,200) (52..87%} 

$ (20,842) {54%) s (2m399) (56.48%} 

$ - - s 52 0 .15% 

$ - - s 4 0.16% 

$ - - s 34 0.. 15% 

$ - - $ 183 0. 21% 

$ 0.04 0,00% $ 686 0. 23% 

$ o.u 0.01% $ 23 0.()8% 

$ - - s 1,439 0..21% 
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34. The CEC notes that the maximum impacts are generally very low, being under ¼ of 1% 

for all rate schedules. 

35. Mr. Suchy provided evidence as to his view of the likely energy use per customer 

(“UPC”) and conversion rates in Exhibit C1-4 and in responses to various information 

requests.  Mr. Suchy uses Heating Degree Days as the basis for his evidence. 

36. FEI acknowledges that using FEI’s actual 10-year average residential UPC for 

Vancouver of 102 GJ and Mr. Suchy’s estimation methodology would result in estimated 

residential UPC for Revelstoke of 169 GJ, as compared to Revelstoke’s propane average 

of 50 GJ.  

37. Mr. Suchy’s evidence was rebutted by FEI in its Rebuttal Evidence (Exhibit B-15) and in 

its responses to information requests.   

38. The CEC has reviewed the evidence and considers that Mr. Suchy’s point - that there can 

be multiple heating sources which could also convert to propane - may have some 

validity, but does not accept Mr. Suchy’s evidence as being as credible as FEI’s.  The 

CEC notes that FEI’s evidence regarding UPC is backed up by FEI’s historical data over 

a large service territory28, points out the limited correlation between different 

geographical locations, notes limited correlation between HDD and UPC as compared to 

other factors, and notes the lack of elasticity information.29 

39. Accordingly, the CEC recommends that the Commission place little weight on Mr. 

Suchy’s evidence. 

40. Further, while the CEC notes that Mr. Suchy’s scenarios do result in higher impacts than 

those of FEI, the CEC submits that the impacts are not excessive, particularly for 

residential and small commercial customers, when compared to the benefits delivered to 

the Revelstoke customers.  

41. FEI’s scenarios demonstrate that average bill impacts under Mr. Suchy’s hypothesis are 

as follows:  

                                                
28 Exhibit B-15, pages 2-3 

29 Exhibit B-16, BCUC 3.23 series 
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42. Overall, the CEC finds FEI’s assessment of bill impacts to be credible, and to 

demonstrate a very small impact to non-Revelstoke customers even in the ‘extremely 

unlikely scenario’ put forth by Mr. Suchy.31 

Use Per Customer and Load Growth 

43. The CEC notes that there could be potential for load growth in Revelstoke which lowers 

overall delivery rate for all FEI customers.32 

44. Revelstoke propane customers historically use, on average, less than FEI’s natural gas 

residential customers33, it is possible that Revelstoke customers may increase their usage 

with a decline in price.  However, there is also evidence that commodity price is not a 

significant factor in customer use. FEI does not believe that customers will considerably 

change many of their behaviours as a result of commodity price34, and identifies several 

factors that may influence customer use in BCUC 1.5.2.1.35 

45. FEI has not conducted an elasticity study specifically on FEI’s Revelstoke propane 

customers.36 

46. FEI has relied on price elasticity studies conducted by reputable independent research 

entities.37 

                                                
30 Exhibit B-15, page 5 

31 Exhibit B-15, page 4 

32 Exhibit B-2, BCUC 1.3.1 

33 Exhibit B-2, BCUC 1.5.2.1 

34 Exhibit B-2, BCUC 1.6.1 

35 Exhibit B-2, BCUC 1.5.2.1  

36 Exhibit B-10, CEC 2.14.1 

37 Exhibit B-10, CEC 2.14.1 

Table 2 - Avemge A,J11t:l;ll} Bil.I Impact to FEf's Ntltrm:tl Gas Cltstamers ,tmdef Mr. Suchy's Hypolhetical Soemrrios 

Rate Schedule 
Fi 'sMal11ll land 
Ra/1.'e, S-Chedu . N ice 

Rate, S.chedul .2 - Small C.omme r .cal 
Ra/l;e, Scheduf 3, - Large Comm rical 

Averap 
UPC GJ) 

Natural Gas 
91i)1 

3MJi 
3,7701 

Avense Annual BIii impact ($) 

Revelstolre ResJdentlal 

UPC• n GJ/yr 
(Mr. Suchy Updated 

Table 4 to FEl's IRU.I) 

$, 1-71 
$, 6.. .38 
$, 60.!l.1 

Revelstolre ResJdential 
UPC .150 GJ/yr 

CMr. Suchy Evldence 
Dlrec:tly Proportional 

wttllHDO) 

$ 288 

$ 10.80 

$ !LO!l._!)8 
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47. FEI provides the following correlation between rates and energy demand for Revelstoke 

over the last 10 years. 

38 

48. The following table restates the evidence using the commodity price per GJ instead of the 

total energy per GJ. 

39 

49. FEI states that ‘As demonstrated by the coefficient of determination, or R2, the variances 

in customer use rates are not explained (or caused) by variances in the commodity price 

per GJ.40 

50. FEI also provides correlation analysis for FEI Mainland and Inland customers in CEC 

1.14.1. 

                                                
38 Exhibit B-2, BCUC 1.6.1 

39 Exhibit B-10, CEC 1.14.2 

40 Exhibit B-10, CEC 1.14.2 

Revenue per GJ 2009 2010 2011 20!12 2013 2014 2015 201& 2017 2018 

RBte !ichec ule 1 18..069 12.,687 22.728 21-450 1'.900 23..612 1'_798 ll.446 16.566 19.028 

Rate !ichec ule• 2 ll..006 10 . .SlO 19.504 18.336 14.444 2tiJ. 241 14.12.1 9.933 13.194 15.3,58 

Rate !ichec ule• 3 ll.988 9 .. m 18.381 17.486 13..1.80 ~94,6 12.144 8.MS 11.953, !'1.4.073 

Revelsbllre UPC (GJ) 2009 2010 2011 20!12 2013 2014 2015 201& 2017 2018 
Rate !ichec ule• 1 .SS,9 51.6 54.2 54.0 S2.7 s.1_, 52.7 54_7 56 .. 1 54 .. 6 

Rate !ichec ule• 2 3,10 300 308 307 297 29.S 3.1.1 30,1 323 321 

Rare !ichec ule 3 4,268 il,,893, 5,02,4 6,796 7,3:2.1 6,771 '9.928 6,il68 7,l'.36 7,5:76 

Correlation Goeffldent (It) I 

Rare !ichec ule 1 10.09] 

Rare !ichec ule 2 (0.20J 
Rare !ichec ule 3 IO.OOJ 

Pflc,e per GJ 2009 2010 20ll 2012 2013 2014 2015 2016 2017 2018 
Rate Sc.~dt1le 1 12..67 6 .ll:3 16.94 15-4.S 1.1-70 17.14 10.86 6 .4S 9.68 12..07 

R.ite Sdledule 2 1l!.4S. 6.93 15.85 14.52 10.46 115.17 '9.73 5.42 8.75 10,9-3 
R.a-lte schedule 3 1 L43 6. 66 15.75 14.BII 10.42. 16,11 ~-11 S..46 8 .~ 10. 512 

Revelstol:e UPC. (GJI 2009 2010 2011 201.l 2013 201.4 2015 2016 2017 M:111 

R.ite Smedule 1 55."9' 51.6 54.2 54.0 52.7 51.7 52.7 54.7 56.1 54.6 
R.a-lte sm edule 2 310 309 308 307 "l5l 295 311 301 323 321 

Rale5dledule3 4 ,lfia 4,S!B 5,0-14 6,796 7,'.!121 6,,771 9,92a 6,.468 7,B fi 7,576 

Correlation Coolfident [Ill R' 
R.aite Schedule l 10.0,1 0, 75% 

Ra te Sc.""'dule l j0.21] 4-!El 'll.: 

R.ite Smedule 3 40.131 1.73% 
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41 

51. As noted by FEI, there is a correlation for residential customers, however, in FEI 

Mainland, consumption increases with price. For commercial customers in RS 2 and 3, 

the correlation between change in UPC and change in commodity price is higher, but the 

analysis also demonstrates that commodity price is only one of many factors. The 

correlation for Inland customers is very small.42 

52. Overall, the CEC finds that there is little evidence to contradict FEI’s expectations with 

respect to increases in load growth as a result of the change in price. 

IV. COST CAUSATION AND CROSS SUBSIDIZATION  

53. FEI acknowledges that its proposal will shift cost recovery from Revelstoke customers to 

all FEI gas (natural gas and propane) customers but argues that a degree of cross-

subsidization already exists and is accepted within FEI’s natural gas service territory.43 

                                                
41 Exhibit B-10, CEC 2.14.4 

42 Exhibit B-10, CEC 2.14.4 

43 Exhibit B-5, CEC 1.8.5 

FIEI Mainll and (i.e. FEI Overal11) 

m Revenue perGJ - 2010 2011 2012 :20il 20JA 21)1$ 2016 2017 2018 
Aa11e, '.Smedule ii 12.00 1U !1 10-95 10.25 10_JA, 10 .. !n .10 .. ~ . S.94 ,g_1a S.7:i 

Rat e• '.Smed.ule 2 16.81 10..54 9.£6 8.89 8.8S, 9.49 8..82. 7.36 7.58 7.11 

Fla1ie· Smedule 3 16.81 10..54 9.n 8..67 8.49 9.H 7.53, 6.0i! 6.3,7 5.95 

FfiOK {GJI - 2010 2011 2012 :20il 20JA 21)1$ 2016 2017 2018 
Aa!e• '.Smedule 1 8~H 88_4 M .3 87.6 84.7 84.2. 84.4, s,_s 8S..S SH 

Rate• '.Smedule 2 3-2> 316 318 :34!1 m . 331 m , 3'39 3'37 3'32 
Rat e• '.Smedule 3 3,4M 3,48.5 3,Si!a 3,684 3,610 3,573 3,,587 3,721 3,,69.2 3,.sso, 

CarTellllan Coeffldent IRl I 

Fla1ie· Smedule ii o.42 
Aa11e, '.Smedule 2 10..71] 
Aa!e• '.Smed.ule 3 10..l'i71 

FEI llmlan d 

Inland Reverue perGJ 2009 2010 2011 2012 1013 2014 20tS 2016 2017 2018 

Rate• Schedule• 1 11.65 11..47 10.53, 9..&i 9..68 10 . .Sl 1Ml S.94 ,g_ 1a us 
Rate• Schedule• 2 10.57 10.3'.3 9.32. 8.50 am 9_13, 8.:82. 7.36 7.58 7.l.1 
Rate, Schedule• 3 9.67 9.3,9 9.33, 8..67 8.49 8Jl9 7.53 6.08 6.37 5.95 

Inland UPC (GJI 2009 2010 2011 2012 1013 2014 20tS 2016 2017 2018 
Rate• Schedule• 1 75..9 75 .. 7 7.U 77.0 73.6 75.l 76.l 77.S 76..7 75..6 
Rate• Schedule• 2 282 276 273, 294 284 29] m 293 2S8 2M 

Rate• Schedule• 3 '3,424 3,,i!i.S l ,44ii 3.774 3.004 3,700 4Jl52. 3,.872 3,722 3,.42.3 

tonelllllan Coeffldent IAl I 

Rate• Schedule 1 1(1.121 
Rate• Schedule• 2 I.0..52J 
Rate• Schedule• 3 10..Ml 



 

{01648073;1}   

- 11 - 

54. The CEC agrees that there is already geographic subsidization occurring in FEI’s service 

territory as a result of the amalgamation and postage stamping of rates in 2014.  The CEC 

supported the postage stamping of rates based on a hierarchical analysis of the public 

interest in amalgamation before rate design and pointed out that ‘the purpose of regulated 

utilities is ultimately to provide for shared services and cross-subsidies which are inherent 

within the utility services’.44 

55. The CEC stands by this position and submits that it is reasonable for the Commission to 

consider overall the value of more complete amalgamation of Revelstoke into FEI’s 

postage stamp rates.  As noted above, delivery rates are already the same across the 

territories. 

56. The CEC notes that there is also ongoing rate class subsidization in that the commercial 

classes typically have a revenue-to-cost ratio which exceeds 1, while the residential rate 

classes have a revenue-to-cost ratio which is lower than 1. 

57. In the CEC’s view it is reasonable for the Commission to recognize that the Revelstoke 

service is differentiated by the commodity and not just geographic cost disparities, and to 

factor this into its deliberations when assessing the impact of cross-subsidization. There 

could be additional commodity price risk that would not accrue with geographic 

subsidization as demonstrated in Tables 3-3 and 3-4 of the Application and in CEC 1.7.4.   

58. FEI acknowledged that it is not aware of other jurisdictions which provide two different 

gas types, with distinct supply, demand, pricing and volatility dynamics, and that have 

been amalgamated into the same gas cost recovery rate.45 

59. The CEC submits that while it may not be appropriate to establish an ongoing principle 

of postage stamping different commodity services, it is appropriate to examine the 

individual applications to determine if it is reasonably justified on a holistic basis such as 

with a Bonbright test as outlined in BCUC 1.9.6. As noted by FEI, fair apportionment of 

costs among customers is only one of the principles of rate design.46 

                                                
44 FEI Application for Reconsideration and Variance of Order G-26-13 Common Rates, Amalgamation and Rate 

Design Application Phase 2 CEC Final Argument page 9 

45 Exhibit B-2, BCUC 1.9.7 (B-5, CEC 1.8.3 and 1.8.4) 

46 Exhibit B-2, BCUC 1.9.6 
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Importance to Propane Cost 
Principle Descnption Amalgamation Appllcanon 

Principle 1: Recovering The aggregate of all customer Low: continued use of deferral accounts 
the Cost of Service rates and revenues must be ensures continuation of recovery of the 

sufficient to recover the utility's commodity costs of propane and natural 
total cost of service. gas, as well as the midstream costs, will 

maintain recovery of FEl's cost of service 
irrespective of the whether FEl's 
proposal is accepted. 

Principle 2: Fair Appropriate cost recovery should High: The issue of the fair apportionment 
apportionment of costs be reflected in rates. of commodity and midstream costs for 
among customers the same service between customers in 

Revelstoke and all other FEI customers 
is a primary consideration in FEl's 
proposal. It is a question of fact that the 
BCUC must decide if the proposed 
amalgamation would be unduly 
discriminatory. 

Principle 3: Price signals Appropriate price levels and Mixed: Theoretically, there could be a 
that encourage efficient structures that encourage trade-off of lower postage stamp 
use efficient use and as a corollary commodity I midstream rates resulting in 

discourage inefficient use. higher consumption for current propane 
customers versus the lower prices 
attracting potential customers to fuel 
switch from heating oil resulting in lower 
GHG emissions. However, FEl's 
experience is there is very little 
movement of demand from changes in 
price for propane (See FEl's response to 
BCUC IR 1.6.1 ). consequently, FEI 
would expect that overall GHG emissions 
would decline from any conversions from 
heating oil to propane. 
In addition to the price of energy from 
FEI, potential customers for conversion 
to propane will also factor in their own 
costs as well and how long it would take 
for energy savings to offset the 
custome~s cost of conversion (See FEl's 
response to BCUC IR 1.7.3.1 ). 

Principle 4: Customer "The related, practical attributes High: Ni a result of the Inquiry Report 
Understanding and of simplicity, certainty, and associated letters of comment• rt is 
Acceptance convenience of payment, clear that Revelstoke customers 

economy in collection, understand that they are postage 
understandability, public stamped when it comes to electric rates 
acceptability, and feasibility of yet not postage stamped When rt comes 
application. Freedom from to gas rates. With this understanding, 
controversies as to proper Revelstoke customers felt that this was 
interpretation·•. inequitable considering how close they 
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47 

60. The CEC accepts FEI’s Bonbright assessment as being reasonable.  Overall, the CEC 

finds that FEI’s proposal provides significant benefits to Revelstoke customers without 

significant expense to other customers.   

61. The CEC submits that the proposal is not unduly discriminatory. 

V. CONSISTENCY WITH BC ENERGY OBJECTIVES 

62. FEI considers that the Application supports BC’s Energy Objectives under section 2(h) 

and (k) of the Clean Energy Act: 

(h) to encourage the switching from one kind of energy source or use to another 

that decreases greenhouse gas emissions in British Columbia; and 

(k) to encourage economic development and the creation and retention of jobs.48 

                                                
47 Exhibit B-2, BCUC 1.9.6 

48 Clean Energy Act, SBC 2010, c22, s.2(h) and (k). 

Importance to Propane Cost 
Principle Description Amalgamation Application 

were to BC Hydro dams a:ndl eled:ric 
,g:e11eratio11 whi:otl would~ if not postage 
stamped, resul:t ts. less oostly eleotricity to 
filem. 

Principte 5,: Ptradical and Sustainable and meet tong-term Low: Whether rates are posrag.e-
oost-eltedive to objectives. st.amped or differentiated l)ased 0111 fuet 
impterne11t type, (pl"Ol)a:ne or 11mural gas) tll.ere are 

neg ltgible iiss1.1es with oost effeotiveness 
to irnptenient 

Principre 6: Rate Stability Oustomer rate imp.act should! be High: For Revelstoke ,oostomers. tile, 
predicitable and ma11aged. proposal would! increase rate, srabmty. 

For all otller FIE I customers i'I wo1JJ'ld have 
a neg tgible impaot on rates. 

Principre 7: Revenue, utility revenu.es I oustomer c,ost Low: Revenue st.ability is not a:n isstre as, 
Stability should be predictable and FEl's reve111.1e would be tmaffected by 

srable. the, aP,proval of the proposal! .. 

Priincipte 8: Avoidance of lnterolass equity must l:le Mixed: H is, a quesilion of factthat 1he 
11J nd.L.1e discrimination enhanced and maintained BCUC mll.lst deoide whether the cha11ges 

being applied for, llOW. by FEI would! 
resul:t in undue disorimi11:a1ion and woul.d 
l:le u11du'ly prefere11tial. It is FEiis position 
filial tll.e, cha:ng.es. requested are ru:rt 
undut'y disclim inatmy or 111du ly 
preferential bl!rt sig11 ifica111Uy enhance 
revenue a:ndl energy cost stability for 
oustonners in Rever.stoke without ai 

oomprornising1 on ttle fair all.ocatirm of the 
provision of energy service. 
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Fuel Switching and GHG Impacts 

63. FEI notes in its Final Argument that one benefit of the Application could be accelerated 

load growth with conversions from other fuel types.49 

64. There is overall GHG emission reductions to the Province of BC resulting from potential 

conversion from heating oil to propane in Revelstoke.50 

65. FEI does not have a detailed breakdown of Revelstoke energy users that use heating oil 

as their fuel source.51 

66. In Exhibit B-1 FEI provides ‘Current Forecast’ and ‘Upper Bound’ scenarios with respect 

to the potential for fuel switching to propane from other heating sources.   

67. In the Current Forecast none of the 1,063 identified ‘conversion’ residential customers 

within 30 metres connects to the Revelstoke, while in the Upper Bound scenario, all 

connect within 1 year.52 

                                                
49 FEI Final Argument page 9 

50 Exhibit B-2, BCUC 1.3.1 

51 Exhibit B-2, BCUC 1.2.7 

52 Exhibit B-1, page 17 and Appendix B page 9-10 
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53 

68. The Upper Bound scenario illustrates the Upper Bound in annual propane demand if all 

conversions materialize immediately in year 1 after the proposed amalgamation is 

approved.54  The total propane demand in Revelstoke would be forecasted to increase by 

approximately 26 percent, from the current demand forecast of 236 TJ in 2020 to 298 

TJ.55 

69. FEI included the Upper Bound scenario to illustrate the extent of the impact that could 

potentially be triggered by the proposed amalgamation.56  FEI characterizes this as an 

unlikely situation, but does believe that some conversions will likely occur given the 

price difference.57 

70. FEI provides the following table of the potential for Metric Tonnes of CO2e Saved 

depending on the proportion of Light Oil Fuel Customers that switch to propane. 

                                                
53 Exhibit B-1, page 17 

54 Exhibit B-2, BCUC 1.2.7.3 

55 Exhibit B-1 page 17 

56 Exhibit B-5, CEC 1.10.2  

57 FEI Final Argument page 9 

Figure 4-2: Total Annual Propane Demand in T Js 
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F igures 4-1 a nd 4-2 above show tha t , in the un like ly event that a ll 1 ,063 resident ia l dwellings 

identified with in 30 metres o f a n existin g main in R evelstoke convert to propane immediate ly in 
2020, the tota l p ropane dema nd in Reve lstoke is forecasted to increase by a pproximate ly 26 
percent, from the c u rrent fo recast d em a nd o f 236 T J to 298 T J in 2020. In the following 
sections , FE I o utlines the ca p ita l upgrades that wou ld be re qu ired to Reve lstoke 's propa ne 
d istribution system based o n th is Upper Bound demand forecast as shown in F ig ure 4-2 a bove 

a nd the res u lting Upper Bo und delivery ra te impa ct to both F E l 's and Reve lstoke 's c u s tomer s if 
the U ppe r Bo und scenario were to occur. 
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58 

71. In CEC 1.13.1 FEI calculated the GHGs that could be saved assuming various 

percentages of Light Fuel Oil customers that switch to propane and assuming an increase 

in the average UPC. 

72. The CEC submits that this might reasonably be considered as a ‘maximum’ of potential 

CO2e savings.  

59 

73. The CEC submits that the potential impact on GHG savings is very small, but is 

nonetheless directionally beneficial.    

74. Mr. Suchy argues that GHG emissions will rise by 46% if all Revelstoke heat energy 

were provided by propane. 

75. FEI filed rebuttal evidence in Exhibit B-15 and points out that Mr. Suchy’s assumptions 

are flawed in that they ignore the financial and technical challenges associated with 

conversions which they demonstrate as being significant.60 

76. The CEC notes that the cost for ratepayers to convert from one or more existing fuel 

types to propane is expected to vary widely, and FEI is unable to provide an estimate of 

                                                
58 Exhibit B-10, CEC 2.12.1 

59 Exhibit B-10, CEC 2.13.1 

60 Exhibit B-15, page 7 

% of Light Fue I Oil Customers that Switch to Proportion of 2017 BC 

Propane Metri t Tonnes of C02e Saved Emissions 

100% I 100 0.00016% 

75% I 75 I 0.00012% 

50% I 50 I O.OOCJ08% 

25% I 25 I 0.00004% 

1100% 1100 16'91 1141 

75% 75 1.27 1100 

5D% 50 M 71 

25% 25 42 35 
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the ratepayer conversion costs in each rate class.61 FEI is not expecting additional 

commercial customers in Revelstoke to switch to propane.62 

77. The CEC accepts FEI’s evidence in this matter. 

78. The CEC recommends that the Commission apply little weight to Mr. Suchy’s evidence.  

79. FEI also provides evidence that it is unlikely that the Application will encourage 

customers to switch from electric appliances to propane, and notes that the payback 

period is approximately 11 years.63 

80. Overall the CEC finds that there is limited evidence to suggest that there will be 

significant GHG benefits or harm from fuel switching as a result of the Application.   

81. The CEC recommends that the Commission assign little weight to the actual potential 

GHG benefits, but recognize that the Application is likely generally consistent with 

government policy in encouraging fuel switching from higher GHG fuels to propane. 

82. The CEC notes that to the extent that FEI had proposed alternative means of addressing 

the cost and volatility issues of Revelstoke such as with a capital project, the costs and 

environmental impacts might have been significantly more detrimental.  

Economic Impacts 

83. FEI also points out that there are potential economic benefits arising from the Application 

due to lower and more predictable energy costs.64 

84. Energy costs can account for a significant proportion of input costs for commercial and 

industrial activities. As such, less volatile (and thus more predictable) as well as lower 

energy input costs could free up funds that commercial and industrial enterprises may use 

for investments, such as the creation and retention of jobs.65 

85. Commercial customers may invest in added staff and research or production capacity in 

Revelstoke. However, multiple factors influence such consumption and production 

decisions and the specific quantitative effects in Revelstoke are uncertain as FEI does not 

have any economic input-output factors specific to Revelstoke.66 

                                                
61 Exhibit B-5, CEC 1.9.2 

62 Exhibit B-2, BCUC 1.8.2 

63 Exhibit B-7, BCUC 2.17.4 

64 FEI Final Argument page 12 

65 Exhibit B-2, BCUC 1.2.10 

66 Exhibit B-10, CEC 2.15.2 
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B. FUTURE CAPITAL UPGRADES 

86. FEI intends to upgrade propane storage and distribution mains in Revelstoke if the 

Application is approved and the forecast demand materializes.67 

87. Assuming the Upper Bound scenario, system upgrades are expected to be in the order of 

$2.8 million in 2019 dollars.68  The delivery rate impact due to the capital upgrades under 

the Upper Bound scenario is $0.0004 per GJ, which amounts to about $0.04 as an annual 

total bill impact for residential customers. 

88. FEI is not expecting additional commercial customers in Revelstoke to switch to 

propane69, however the potential upgrades required to support the maximum 1,063 

residential conversions is also sufficient to support the equivalent of an additional 150 

average small commercial customers before requiring any additional plant upgrades.70 

89. The CEC submits that this is an appropriate consideration. 

90. FEI is not proposing to perform the capital upgrades in the first year following an 

approval and would only install capital upgrades in the future if a larger number of 

customer attachment requests materializes or for other unrelated reasons.71   

91. The trigger to install one or more upgrade projects would be Revelstoke’s peak demand 

growing to approximately 128% of current peak demand, regardless of whether the 

Application is approved or the Upper Bound scenario occurs.  FEI’s current forecast does 

not project that peak demand will exceed 128% of current level within the 20 year 

forecast if the Application is not approved.72 

92. Based on the evidence the CEC submits that there is some potential that the capital 

upgrades will be triggered over time, but does not find the cost risk to be of significant 

concern.    

93. The CEC submits that the evidence is that risk is low that the Upper Bound Scenario will 

occur, that in any case the forecast capital upgrades are not excessive, with very low rate 

impacts, and there could be general environmental benefits from the conversion of 

customers from heating oil to propane.  

                                                
67 Exhibit B-5, CEC 1.9.2 

68 Exhibit B-1, page 18 

69 Exhibit B-2, BCUC 1.8.2 

70 Exhibit B-2, BCUC 1.8.2 

71 Exhibit B-5, CEC 1.10.3 

72 Exhibit B-5, CEC 1.10.4 
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C. FUTURE CHANGE TO NATURAL GAS 

94. As noted earlier in these submissions, FEI originally considered that sufficient economic 

growth and development could occur in the Okanagan to Revelstoke region to justify a 

natural gas extension, which did not occur.73 

95. FEI notes that promoting conversion to propane from other fuels is not incompatible with 

eventually converting Revelstoke to natural gas in that converting from propane to 

natural gas is very straightforward and the existing delivery infrastructure is compatible 

with both and propane appliances can typically be readily converted to natural gas 

without replacement.74 

96. If FEI proposed to convert Revelstoke to natural gas with either a physical or virtual 

pipeline, a business case would be developed in support of a CPCN application. 

97. The CEC submits that it is an added benefit that the Application will not limit the future 

expansion of the natural gas system which could potentially streamline the system and 

have GHG benefits.  

VI. IMPACT ON PROSPECTIVE COMPETITORS  

98. As also noted earlier in these submissions FEI acknowledges that there may be some 

conversions from other heating fuels to the FEI propane system if propane rates are lower 

than those heating fuel prices considering the additional costs of conversion.75  This could 

potentially result in negative impacts to certain businesses.76 

99. However, FEI is of the view that the impact will be limited; that there are other ways of 

influencing demand; and that potential competitiveness with other energy providers is not 

an appropriate justification for denial of a commonly accepted rate design principle.77  

100. In BCUC 2.16.1 and 2.16.5 FEI explains why it does not believe the impact on 

competition such as the Revelstoke Community Energy Corporation will be significant.    

101. The CEC accepts FEI’s evidence as being reasonably founded. 

102. In BCSEA 3.22.1 FEI states “a payback of 9 years is one of many considerations …. that 

a customer would take into account when making a decision of whether to convert from 

an oil to a propane furnace”. 

                                                
73 FEI Final Argument page 5 

74 Exhibit B-5, CEC 1.8.9 

75 FEI Final Argument page 26 

76 Exhibit B-7, BCUC 2.15.1 

77 FEI Final Argument page 27 
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103. The CEC submits that 9 years is a considerable payback period and would likely diminish 

the likelihood of conversion. 

104. In its Final Argument FEI also states:  

“FEI does not consider the potential impacts on the competitiveness of other 

energy providers when setting customer rates across its service territory. Impacts 

on the competitiveness of other service providers, particularly speculative 

impacts, do not provide a justification to deny FEI’s propane customers the 

benefits of the proposed cost amalgamation. Utility regulation does not exist to 

perpetuate high (and differentiated) customer costs for the benefit of businesses 

that may provide alternative sources of energy supply and whose rates may not be 

set based on their cost of service.” 

“The effect of a utility’s rates on other service providers is not a commonly 

accepted rate design principle. For example, the effect of an electric utility’s rates 

on the competitiveness of other service providers, such as a district energy 

provider (or for that matter other fuel suppliers like gas stations) has not and 

would not be a relevant consideration in setting the electric utility’s rates.”78 

105. The CEC generally agrees with FEI’s views regarding the bill impacts and rate design 

principles and that it is not common to accept competitiveness as a rate design principle.   

106. However, the CEC points out that FEI’s criticism of competition where prices are not 

founded on ‘cost of service’ is not credible, in that its own proposal to supply one 

commodity at the lower price of another also does not reflect its specific cost of service 

for the Revelstoke area.  

107. As such, FEI’s proposal could contribute to some disruption in the market and might not 

promote the efficient use of energy and competing products and services.  

108. Overall the CEC is of the view that the beneficial rate reductions likely exceed the 

negative impacts on competitors. 

VII. CONCLUSION  

109. The CEC finds the FEI proposal to be appropriately justified and recommends that the 

Commission approve the Application as filed. 

                                                
78 FEI Final Argument page 27 
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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 

 


