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14.0 Topic: Postage Stamp Rates 
Reference: Issue Paper on Postage Stamp Rates, Industrial Electricity 
Policy Review Task Force1  

The 2013 Issue Paper on Postage Stamp Rates published by the Industrial 
Electricity Policy Review Task Force defines “postage stamp rates” as follows, in 
the context of BC Hydro: 

“Postage stamp rates are a method of cost allocation where any rate 
class charge is the same anywhere on the interconnected system, 
regardless of the geographical region in the province.” [underline added] 

14.1 Would FEI agree that the postage stamp rate principle is generally 
applied to rates on an interconnected system, and not to rates between a 
non-integrated area and an interconnected system?  

14.2 Can FEI provide an example where a regulator cited the postage stamp 
rate principle in approving common commodity rates between customers 
on an interconnected system and customers in a non-integrated area? 

14.3 Would FEI agree that the postage stamp rate principle is generally 
applied to rates for the same fuel type? 

14.4 Can FEI provide an example where a regulator cited the postage stamp 
rate principle in approving common commodity rates for different fuel 
types? 

14.5 In FEI’s view, if the postage stamp rate principle applies to the commodity 
prices of different fuel types in the context of propane and natural should 
it also apply in the context of natural gas and biomethane? 

15.0 Topic: Energy Objectives 
Reference: Application, Exhibit B-1; Exhibit B-2, FEI Response to BCUC 
2.10 

In the Application, FEI says that approval of Option 1 would encourage economic 
development and the creation and retention of jobs. In its response to BCUC IR 
2.10, FEI says its proposal supports the creation and retention of jobs because 
“Lower and more predictable energy costs tend to result in better economic 
conditions which drive investment and the creation and retention of jobs.” 

                                                
1
 https://www2.gov.bc.ca/assets/gov/farming-natural-resources-and-industry/electricity-

alternative-energy/electricity/iepr/iepr_postage_stamp_rates.pdf  
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https://www2.gov.bc.ca/assets/gov/farming-natural-resources-and-industry/electricity-alternative-energy/electricity/iepr/iepr_postage_stamp_rates.pdf
https://www2.gov.bc.ca/assets/gov/farming-natural-resources-and-industry/electricity-alternative-energy/electricity/iepr/iepr_postage_stamp_rates.pdf
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In its decision on the FEU Amalgamation Reconsideration application, the 
Commission Panel found that it “cannot ...conclude that postage stamp rates will 
necessarily affect economic development and job creation opportunities in the 

province.”
 2

  

15.1 Please comment on whether FEI’s assertion that Option 1 would improve 
economic development is consistent with the Commission Panel’s finding 
that it could not conclude that postage stamp rates will necessarily affect 
economic development in the province. 

16.0 Topic: Price Signal 
Reference: Exhibit B-4, FEI Response to BCSEA 2.19; Exhibit B-2, FEI 
Response to BCUC 13.5; FEI 2016 Rate Design Application Decision and 
Order G-135-18 

In response to BCSEA IR 2.19, FEI states in part:  

“FEI does not agree that its proposal in the Application provides the 
wrong price signal and is inherently contrary to reducing GHG emissions 
in the province.” [underline added] 

 

The Commission asked FEI to explain how the proposed lower propane rates 
provide the correct price signal for energy conservation. In response FEI states in 
part: 

“FEI believes the proposed amalgamation does not change the price 
signal for energy conservation to propane customers in Revelstoke.”  

 

In its Decision regarding FEI’s 2016 Rate Design Application, the Panel noted 
that FEI said it uses the Bonbright Principles to identify issues and guide 
solutions regarding rate design and that FEI adopted the principles articulated by 
the BCUC in a previous BC Hydro Decision including Principle 3 as follows: 

“Principle 3: Price signals that encourage efficient use and discourage 
inefficient use.” [2016 FEI RDA Decision, p.4 of 87] 

 

16.1 Would FEI agree that by cutting Revelstoke customers’ commodity cost of 
propane almost in half the proposal would substantially reduce customers’ 
avoided cost of energy for the purpose of evaluating the cost-
effectiveness (to the customer) of alternative fuel types or energy 
efficiency and conservation measures? If not, why not?  

In response to BCUC IR 6.1 regarding the impact of the proposal on Use Per 
Customer, FEI provides “a simple correlation analysis between rates (i.e., 
revenue per GJ) and energy demand (UPC) for Revelstoke over the last 10 

                                                
2
 FortisBC Energy Utilities ~ Application for Reconsideration and Variance of 

Commission Order G-26-13 on the FortisBC Energy Utilities’ Common Rates, 
Amalgamation and Rate Design Application ~ Final Order - G-21-14 - 2014-02-26 - 
G-General, p.14. 

https://www.ordersdecisions.bcuc.com/bcuc/orders/en/item/119275/index.do
https://www.ordersdecisions.bcuc.com/bcuc/orders/en/item/119275/index.do
https://www.ordersdecisions.bcuc.com/bcuc/orders/en/item/119275/index.do
https://www.ordersdecisions.bcuc.com/bcuc/orders/en/item/119275/index.do
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years” that FEI says indicates that “there is no correlation between the rates and 
energy demand.” 
 

16.2 Would FEI agree that any connection between Revelstoke customers’ 
cost of propane and propane use per customer over the last 10 years is 
dominated by customers’ awareness of the fact that propane costs were 
highly volatile and substantially higher than natural gas prices?  

16.3 Would FEI agree that its proposal both to cut Revelstoke customers’ 
propane costs almost in half and to substantially reduce price volatility 
constitutes a ‘step change’ that is not modeled by the third party price 
elasticity of demand studies FEI refers to? 

16.4 Would FEI agree with the proposition that implementation of its proposal 
both to cut Revelstoke customers’ propane costs almost in half and to 
substantially reduce price volatility would cause increased propane use 
per customer although the size of the increase has not been quantitatively 
estimated? 

17.0 Topic: GHG Emissions 
Reference: Exhibit B-4, FEI Response to BCSEA IR 2.19; Exhibit B-2, FEI 
Response to BCUC IR 2.7.2 and 9.5 

In its response to BCSEA IR 2.19, FEI states in part that “the Application 
provides added incentive to convert from higher-carbon heating oil to propane, 
lowering GHG emissions.” The response also refers to FEI’s response to BCUC 
2.7.2 in which FEI addresses GHG reductions from hypothetical conversions 
from oil to propane (as requested in the question) without addressing conversion 
from low-carbon fuels to propane.  
 
In its table of attributes, advantages and disadvantages in response to BCUC IR 
9.5, for the attribute “GHG reduction in Revelstoke” FEI states “Incent customers 
to convert from fuel oil to propane” as an advantage and is silent regarding any 
disadvantage.  
 
17.1 Would FEI agree that its proposal both to cut Revelstoke customers’ 

propane costs almost in half and to substantially reduce price volatility 
would provide an added incentive to convert to propane from low-carbon 
fuels, such as electricity and district energy? 

18.0 Topic: Coefficient of Variation  
Reference: Exhibit B-3, FEI Response to BCOAPO 1.1 

 

The standard deviation and ooefficients of variation fo r both propane and natural gas prices for 

the period of June 2008 to January 2019 are shown in the fo llowing table. 

Monthly o,a a Propane Alberta atural Gas 
Pri:ce ArECO Pri ce 

Std .. Deviation ($/ GJ) $3.70 $1.75 

Coefficient of variation (CV) 0.40 ,0.52 
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18.1 Should the figures for Coefficient of Variation for Propane and Natural 
Gas be reversed? Or is it FEI’s evidence that the Natural Gas AECO 
Price from June 2008 to January 2019 has a higher Coefficient of 
Variation than the Propane Alberta Price?  

18.2 If Natural Gas has a higher Coefficient of Variation than Propane, please 
explain the premise in the Application that Propane prices exhibit more 
volatility than Natural Gas prices. 

19.0 Topic: Background 
Reference: Exhibit B-2, FEI Response to BCUC 9.6 

In its response to BCUC IR 1.9.6, FEI cites the 1996 Inquiry Report on ‘Propane 
Price Increases in the City of Revelstoke,’ BCUC Order No. G-100-96, dated 
October 10, 1996, Appendix 1 – Inquiry Report. The Report does not appear to 
be on the Commission’s website. 

19.1 Please file a copy of BCUC Order No. G-100-96 and the 1996 Inquiry 
Report on ‘Propane Price Increases in the City of Revelstoke.’  




