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A. AMALGAMATION OPTIONS AND OBJECTIVES  

 Reference: AMALGAMATION OPTIONS AND OBJECTIVES 
Exhibit B-2, IRs 2.5, 2.6 
Consultation and Impacts  

In response to British Columbia Utilities Commission (BCUC) Information Request (IR) 2.5, 
FortisBC Energy Inc. (FEI) stated: 

…FEI has received comments from the City of Revelstoke, the businesses of Revelstoke, 
and the community of Revelstoke around energy price and stability. The conversations 
mainly occurred during FEI’s exploration into the potential of converting the Revelstoke 
distribution system from propane to natural gas and have continued as FEI has prepared 
this Application… 

• In 2014, FEI held a public open house to discuss the potential to convert the 
system 10 supply from propane to LNG… 

• From 2014 onward, FEI has met numerous times with representatives from staff 
and council at the City of Revelstoke. The City has continually requested that FEI 
explore options to reduce energy costs and bring price stability to FEI rates… 

• From 2015 onward, FEI representatives have met annually with Gorman Brothers 
Lumber Ltd… The mill representatives discussed issues on price and stability 

• During 2015 and 2016, FEI representatives met with the General Manager of the 
Sutton Place and Sandman Hotels in Revelstoke… During these conversations, the 
Sutton Group indicated that energy costs in Revelstoke were a barrier to real estate 
development… 

[C]oncerns were focussed on the impact that lower rates would have on fuel switching, 
both in terms of accelerating a switch from residences with heating oil joining the FEI 
system as well as slowing a transition to renewable energy within Revelstoke. 
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15.1 Please confirm whether FEI undertook consultation with the community of Revelstoke 
specifically related to the propane portfolio cost amalgamation as contemplated in the 
Application. 

15.1.1 If confirmed, please provide a summary of feedback and comments received. 

15.1.2 If not confirmed, please explain why FEI chose not to consult. 

15.2 Please provide examples of the concerns raised in relation to fuel switching. 

15.2.1 Were these concerns related to potential increased greenhouse gas emissions? Please 
discuss. 

15.3 Please discuss the concerns that were raised in relation to the transition to renewable energy.  

15.3.1 Please explain how these concerns have been mitigated in FEIs amalgamation proposal. 

15.3.2 Please explain how the proposed application may result in the slowing of the transition 
to renewable energy sources within Revelstoke. 

15.4 Please provide an overview of any consultation FEI had with the City of Revelstoke or the 
provincial government regarding the proposed amalgamation.  

 Reference: AMALGAMATION OPTIONS AND OBJECTIVES 
Exhibit B-2 BCUC IR 1.1; Exhibit B-4, BCSEA IR 6.3; Exhibit B-6, Clean Energy IR 1 
Impacts on Alternate Energy Sources 

In response to BC Sustainable Energy Association (BCSEA) IR 6.3, FEI stated: “FEI acknowledges 
the proposed amalgamation in the Application could impact the competitiveness of the biomass 
district energy system operated by Revelstoke Community Energy Corporation (RCEC).” 

In response to Clean Energy Fueling Services Corp. (Clean Energy) IR 1, FEI stated: 

FEI does acknowledge that there may be conversions from other heating fuels to the FEI 
propane system if propane rates are lower than those heating fuel prices and if that 
price differential is sufficient to offset the other costs of conversion. FEI does not have 
insight into the ability of other fuel providers to offer competitive rates for their heating 
fuels or to retain their customers. 

In response to BCUC IR 1.1, FEI stated: “[T]he 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.” 

16.1 Please explain how the proposed amalgamation could impact the competitiveness of the 
biomass district energy system (DES). Provide a comparison of current RCEC prices to FEI 
propane prices before and after the proposed amalgamation, if available. 

16.2 Please discuss whether the anticipated environmental benefits of FEI’s amalgamation proposal 
could be negated in part or in whole by the reduced competitiveness of the DES operated by 
RCEC. 

16.3 Please discuss whether FEIs amalgamation proposal may jeopardize the viability of the DES or 
potential future alternative energy projects in Revelstoke. 

16.4 Please discuss the availability and use of alternate propane or natural gas suppliers by 
Revelstoke residents without a direct connection to the FEI distribution system. 
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16.5 Please discuss how FEI’s proposal would affect market competitiveness of existing retail 
propane, natural gas, and fuel oil suppliers in Revelstoke. 

16.6 Please confirm if FEI has consulted with any other fuel and heating providers regarding this 
application. 

16.6.1 If confirmed, please provide a summary of consultation and feedback received. 

16.6.2 If not confirmed, please explain why not. 

16.7 Please discuss whether FEI is aware of any propane retailers or industrial customers in the 
Revelstoke area that purchase their propane from sources other than FEI. 

16.8 Please discuss any potential impacts to wholesale propane market pricing, volatility, or 
wholesale propane suppliers as a result of the proposed amalgamation. 

16.9 Please discuss whether the proposed amalgamation may reduce economic activity and 
employment opportunities in Revelstoke if other fuel providers are unable to remain 
competitive with FEI’s propane supply.  

 Reference: AMALGAMATION OPTIONS AND OBJECTIVES 
Exhibit B-2, BCUC IR 2.7.2  
Impacts on Alternate Energy Sources 

In response to BCUC IR 2.7.2, FEI stated that: 

…FEI calculates that if 100 percent of heating oil residential customers switched to 
propane, CO2e emissions would be reduced by approximately 100 metric tonnes of per 
year. However, if fewer than 100 percent of the light fuel oil customers switch to 
propane, CO2e savings will be proportionately less, as follows: 

 
17.1 Please discuss the likelihood that wood consumption for heating will be reduced as a result of 

lower propane prices resulting from the proposed amalgamation. 

17.2 Please provide a GHG emission analysis similar to FEI’s response to BCUC IR 2.7.2 assuming that 
residential wood heating demand will be replaced by propane heating at an equivalent ratio to 
fuel oil, based on the 2012 City of Revelstoke Community Energy and Emissions Inventory. 

17.3 Please confirm, or explain otherwise, that the Energy and Emissions Inventory indicates that 
Revelstoke residents use a greater amount of electricity in proportion to their gas usage than 
the average residential natural gas customer in British Columbia.  

17.3.1 If confirmed, please comment on whether historically higher gas prices in Revelstoke 
could contribute to the lower ratio of gas usage. 

17.4 Please discuss the likelihood that reduced propane prices after the proposed amalgamation 
would encourage Revelstoke customers to switch from electric appliances to propane 
alternatives. 
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17.5 Please provide a GHG emissions analysis if Revelstoke customers’ ratio of propane to electricity 
usage changed to align with the provincial average ratio of natural gas to electricity use for 
natural gas customers. 

 
B. CALCULATIONS AND FORECASTS 

 Reference: CALCULATIONS AND FORECASTS  
Exhibit B-2, BCUC IRs 1.3, 2.7.1, 5.1, 5.2.1, 9.5  
Price Signals and Customer Behaviour 

In response to BCUC IR 5.1, FEI provided the following tables: 
 

 
 
In response to BCUC IR 1.3, FEI provided the following table: 
 

 
 

In response to BCUC IR 5.2.1, FEI stated: “FEI cannot definitively explain and does not have 
quantitative evidence as to why Revelstoke propane residential customers historically use, on 
average, less than FEI’s natural gas residential customers.” 

In response to BCUC IR 9.5, FEI stated: “[The proposal] may provide a price incentive for current 
customers consuming propane to increase consumption.” 

In response to BCUC IR 2.7.1, FEI stated: 

Similar to natural gas main extension customers, Revelstoke main extension customers 
would be responsible for the equipment costs. Based on applications for FEI’s Connect 
to Gas program from Revelstoke over the past 12-month period, the average capital 
cost is approximately $7,000, with a range of approximately $3,000 to $12,300, to 
convert from home heating oil to propane. 
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18.1 Please discuss whether the higher price of propane relative to natural gas incentivizes energy 
conservation and could be a factor that contributes to lower usage in Revelstoke compared to 
FEI’s natural gas customers.  

18.2 In the event the proposal is approved, please confirm, or explain otherwise, that a Revelstoke 
propane customer would no longer see the cost of propane that has been consumed on their 
bill. 

18.2.1 If confirmed, please discuss how the proposed amalgamation provides the customer 
adequate information in terms of a transparent propane price and the actual cost of 
energy FEI has provided. 

18.2.2 Please discuss how the proposed amalgamation could inhibit the effectiveness of price 
signals that encourage efficient use. 

18.3 Please provide historical heating oil pricing per GJ for the last 10 years, if available. 

18.4 Please discuss the reasons why residential customers have not already converted from heating 
oil to propane as commercial customers have done. 

18.5 Please confirm, or explain otherwise, that the average capital cost of approximately $7,000 to 
convert a home from heating oil to propane includes all customer costs to replace an oil heating 
system with a natural gas system 

18.5.1 Based on the average customer capital cost including all customer upgrade costs, please 
provide an analysis of the “simple payback” time for customers switching from fuel oil 
to propane at (i) existing propane prices and (ii) at propane prices proposed in the 
application. 

18.6 Please explain whether FEI provides any incentives for customers converting from heating oil to 
propane and discuss why FEI has chosen this strategy. 

18.7 Please provide the number of connection requests FEI has had from residential customers who 
have converted from heating oil to propane each year over the past five years. 

 Reference: CALCULATIONS AND FORECASTS  
Exhibit B-2, BCUC IRs 6.1, 9.1, 13.6; Exhibit A2-3, Terasen Gas Inc. and Terasen Gas 
(Vancouver Island) Inc. (collectively Terasen Utilities) 2008 Energy Efficiency and 
Conservation Programs Application, Exhibit B-2, BCUC IRs 14.1, 14.2 
UPC and Demand Forecast  

In response to BCUC 6.1, FEI stated: 

FEI assumes that the use rates for existing customers will remain relatively constant and 
might increase or decrease over time for various factors not related to the cost of 
commodity. Use rates are dependent on occupant comfort level, their conservation 
behavior, building envelope and installed equipment…  

In general, third party price elasticity studies have shown that gas consumers (natural 
gas and propane), particularly residential customers, have low price elasticity of 
demand… 

FEI did not feel that price elasticity analysis was warranted, and it is FEI’s view that 
factors other than rates, such as those noted above, have a more significant impact on 
customer demand than rates. 
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In response to BCUC IR 9.1, FEI stated, “Revelstoke’s propane demand has been slowly 
increasing over the last 10 years.” 

In response to BCUC IR 13.6, FEI stated: 

FEI has not examined the price elasticity of its Revelstoke propane customers and thus is 
not certain how much approval of the Application could cause customers to increase 
their existing propane demand. 

In Terasen Utilities’ 2008 Energy Efficiency and Conservation Programs Application, in response to BCUC 
IR 14.1, Terasen Utilities stated: 

The marginal supply of natural gas commodity is visible to customers as it is a flow-
through to customer rates; one would assume that an increase in price elicits a demand 
response in customers. It is important for customers to receive a price signal that 
reflects the marginal cost of supply as a foundation for conservation activity… 

In the Terasen Utilities’ 2008 Energy Efficiency and Conservation Programs Application, in response to 
BCUC IR 14.2, Terasen Utilities stated: 

The Companies estimate price elasticity through regression analysis, specifically a 
logarithmic model that determines the relationship between the natural log of annual 
consumption per customer and the natural log of the average annual natural gas 
commodity price. Current analysis indicates the own price elasticity for residential 
customers is 21% and for commercial customers is 17%... 

Sudden increases in natural gas prices may accelerate the decision to purchase more 
efficient equipment, but once that purchase has been made the impact on consumption 
(related to the new equipment) is permanent regardless of whether prices later 
moderate. 

19.1 Please explain whether UPC for each of the rate schedules above trended upwards, downwards 
or remained constant.  

19.2 Please discuss how the 10-year trend in UPC in Revelstoke compares to the UPC trend for all of 
FEI’s natural gas customers over the same time period for each rate schedule. 

19.3 Please discuss what factors have contributed to an increase in propane demand in Revelstoke.  

19.3.1 Please discuss why Revelstoke’s propane demand continues to increase when energy 
efficient technologies are now more readily available. 

19.4 Assuming the proposed amalgamation is approved, please confirm, or explain otherwise, that an 
increase in the demand for propane by Revelstoke customers will result in a larger $/GJ bill 
impact to FEI’s natural gas customers and a higher amount of subsidization from natural gas 
customers, all else being equal. 

19.5 Please provide the elasticity studies FEI references in the response to BCUC IR 6.1. 
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19.6 Please provide the results of any recent FEI price elasticity studies. 

19.6.1 Please discuss whether price elasticity for Revelstoke customers would be expected to 
be similar to price elasticity for other FEI customers. 

19.6.2 Using price elasticity data from FEI’s most recent study, please provide a 10-year 
forecast of propane consumption in Revelstoke at (i) current commodity pricing and (ii) 
commodity pricing as proposed in the application. 

19.7 Please discuss what changes FEI expects to consumption behaviour if customers experience a 
sudden and significant commodity cost decrease as proposed in the Application. 

19.8 Please discuss to what extent energy conservation can be encouraged through rate price signals. 

19.8.1 Please discuss whether higher commodity prices in Revelstoke have historically 
increased conservation in Revelstoke relative to FEI’s natural gas customers. 

19.8.2 Please discuss what tools FEI can use to encourage energy conservation and efficient 
use of propane aside from rates. In your response, please discuss the effectiveness of 
alternate approaches relative to the effectiveness of increasing commodity price. 

19.9 Please discuss FEI’s observed impacts of price volatility on conservation behaviour. 

19.9.1 Please discuss how Revelstoke customers’ conservation behaviour could be expected to 
change if price volatility is reduced as proposed in the Application. 

 Reference: CALCULATIONS AND FORECASTS  
Exhibit B-2, BCUC IRs 7.1, 7.2, 8.5; Exhibit B-5, CEC IR 10.2 
Upper Bound and Alternative Scenarios  

In response to BCUC IR 8.5, FEI stated: 

FEI emphasizes that the Upper Bound scenario, where all 1,063 identified residential 
dwellings located within 30 metres of an existing main convert immediately in year 1 
after the proposed amalgamation is approved, is unlikely to occur…FEI believes the 
actual conversion will occur over time and the actual capital upgrade requirement could 
occur in 5 to 20 years, or even further in the future. 

In response to BCUC IR 7.2, FEI stated: 

FEI did not attempt to assign a probability to the upper bound scenario. Rather, the 
Upper Bound scenario was chosen because it represents the scenario with the largest 
delivery rate impact. 

In response to BCUC IR 7.1, FEI stated: 

FEI understands that there are approximately 1,063 residential dwellings within 30 
metres of existing mains that are not currently customers of FEI. It has been FEI’s 
experience that when energy at natural gas prices is offered to potential customers, 
there is a greater likelihood that those customers will connect to the system. However, 
FEI does not have an estimate of the total number of residential dwellings that would 
convert to propane. A detailed survey of premises located within the area served by the 
existing system would need to be conducted for FEI to have sufficient information to 
provide a reasonable estimate of customers who would choose to convert. 

In response to Commercial Energy Consumers Association of British Columbia (CEC) IR 10.2, FEI stated: 
“FEI, early on, considered scenarios that fell within the Upper Bound scenario, but did not develop these 
further or attempt to assign a probability or likelihood.” 
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20.1 Please provide a time and cost estimate for the survey that would need to be conducted for FEI 

to provide a reasonable estimate of customers who would choose to connect to FEI’s propane 
system.  

20.2 Please explain why FEI did not attempt to assign any probability to the upper bound scenario or 
alternative demand scenarios. 

 Reference: CALCULATIONS AND FORECASTS  
Exhibit B-2, BCUC IR 8.3 
Costs of Alternative Proposals 

In response to BCUC IR 8.3, FEI provided the following table: 
 

 

FEI further stated that “A CNG virtual pipeline was also investigated in 2015, but was deemed 
not feasible as it was unable to meet the on-site storage requirement of 7 days supply.” 

21.1 Please confirm the period over which the capital costs for the proposed amalgamation, virtual 
liquefied natural gas (LNG) Pipeline and Physical Natural Gas Pipeline options were amortized to 
calculate the average annual cost of service. 

21.1.1 If the amortization period used was different than the expected lifetime of the capital 
upgrades for the virtual LNG and physical natural gas pipeline options, please provide an 
updated table with the capital costs amortized over the expected lifetime of the 
upgrades. 

21.2 Please discuss whether the existing propane storage facilities have any material salvage value, 
and if the salvage value was considered when determining the net capital upgrade costs for the 
virtual LNG pipeline option. 

21.3 Please discuss to what extent FEI considers the 2015 estimates to be accurate, considering any 
changes in commodity pricing and any new efficiencies in LNG liquefaction, vaporization, or 
transportation methods since the 2015 study. 
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21.4 Please provide a comparison of potential CO2e savings for each of the above options. 

21.5 Please confirm, or explain otherwise, that FEI estimated the cost of upgrading its storage in 
Revelstoke to meet the 7-day supply requirement for compressed natural gas (CNG) and 
determined that it would be more costly than the virtual LNG pipeline option. 

 
C. RATES 

 Reference: RATES  
Exhibit B-2, BCUC IRs 4.2, 9.2.1, 9.5; Exhibit B-4, BSCEA IR 2.11 
Postage Stamp Rates 

In response to BCUC IR 4.2, FEI stated: “FEI’s natural gas and propane customers should be treated as 
one class of service – the provision of gas.” 

In response to BCSEA IR 2.11, FEI stated: “FEI believes that, despite the fact that Revelstoke is 
served with a different commodity, the service provided to Revelstoke customers is 
indistinguishable from that provided to FEI’s natural gas customers.” 

In response to BCUC IR 9.2.1, FEI stated: “FEI believes that the concept of postage stamp rates 
for the same type of service (the provision of gas) and of not differentiating rates on the basis of 
location has now been well established…” 

With respect to the Bonbright principle of fair apportionment of costs, in response to BCUC IR 9.5, FEI 
stated that the amalgamation proposal “Does not reflect the cost of the type of fuel being consumed at 
a location.” 
 
22.1 Please discuss why FEI considers it appropriate that distinct costs associated with purchasing, 

storing and distributing propane is a ‘service’ that is indistinguishable from that provided to its 
natural gas customers. 

22.2 In FEI’s view, please discuss whether it is appropriate to set a rate structure that does not satisfy 
Bonbright’s cost apportionment criteria. 

22.3 Please discuss why postage stamping of rates for all FEI customers including Fort Nelson was not 
included in this application. 
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	21.1.1 If the amortization period used was different than the expected lifetime of the capital upgrades for the virtual LNG and physical natural gas pipeline options, please provide an updated table with the capital costs amortized over the expected l...

	21.2 Please discuss whether the existing propane storage facilities have any material salvage value, and if the salvage value was considered when determining the net capital upgrade costs for the virtual LNG pipeline option.
	21.3 Please discuss to what extent FEI considers the 2015 estimates to be accurate, considering any changes in commodity pricing and any new efficiencies in LNG liquefaction, vaporization, or transportation methods since the 2015 study.
	21.4 Please provide a comparison of potential CO2e savings for each of the above options.
	21.5 Please confirm, or explain otherwise, that FEI estimated the cost of upgrading its storage in Revelstoke to meet the 7-day supply requirement for compressed natural gas (CNG) and determined that it would be more costly than the virtual LNG pipeli...
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	22.0 Reference: RATES  Exhibit B-2, BCUC IRs 4.2, 9.2.1, 9.5; Exhibit B-4, BSCEA IR 2.11 Postage Stamp Rates
	22.1 Please discuss why FEI considers it appropriate that distinct costs associated with purchasing, storing and distributing propane is a ‘service’ that is indistinguishable from that provided to its natural gas customers.
	22.2 In FEI’s view, please discuss whether it is appropriate to set a rate structure that does not satisfy Bonbright’s cost apportionment criteria.
	22.3 Please discuss why postage stamping of rates for all FEI customers including Fort Nelson was not included in this application.




