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Why Should Mountain Residents 

Intervene?
• BCUC Chair told me, in person, that to get a 

change in rate design, it’s important for customer 
groups to intervene

• BCUC procedure is judicial based on submitted 
evidence
– Interveners can request information; cross-examine 

and present own evidence

• Intervening customer group has more influence 
than customers sending in letters of comment

• BCUC will fund interveners
– To cover costs of intervening including legal counsel
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Fortis’ 2017 Rate Design 

Application

• Expected to be filed in November; with final 

decision around August 2018

• Three major components

1. Determine Revenue Requirement

– To cover total costs (including “fair” rate of return)

• Fortis generates 55% of its electricity, major purchases 

from BC Hydro

2. Allocate Costs By Customer Class

– Industrial, commercial, residential, wholesale and 

other
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Fortis’ Rate Design Application 

cont.

3. Allocate Costs Within Each Class

– Rate Design Options

» Flat Rate

» Tiered Rates (inclining or declining)

» Time-of-Use (TOU) Rates

– Flat allocates costs equally

» Every customer pays the same rate 

– Tiered and TOU allocate more costs to some 

than others depending on design

» Different customers pay different rates
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Tiered Rates

• BC Hydro implemented a Residential Inclining Block rate 
in 2008; Fortis in 2012 (called Residential Conservation 
Rate)

• Primary purpose to achieve a more “economically 
efficient price signal”.  This means:
– Each customer should have about 10% of use in Block 2

• There should be enough consumption in Block 2 to incent efficiency 
improvements based on the higher Block 2 rate;

• But not too much consumption in Block 2 since customers should 
be able, through efficiency improvements, to reduce demand and 
avoid an increase in their electricity bills compared to bills under the 
flat rate

– Block 2 rate should be equal to the marginal cost of new 
electricity generation
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Major Differences In Percent Of 

Consumption In Block 2

• Block 2 threshold (1600 kWh/2 months) set at 
90% of median consumption of Fortis customers

• SAME threshold for all customers even though 
customers have DIFFERENT electricity needs

• Many customers ended up with 0% of 
consumption in Block 2
– use natural gas for space and water heating

• Small number of customers (often rural) ended 
up with the majority of consumption in Block 2
– Use electricity for space and water heating;

– Live in regions with cold winters
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Block 2 Rate Above Marginal Cost 

Of Generating Electricity

• Block 1 = 10.1 cents/kWh; Block 2 = 15.6 

cents/kWh

• Marginal cost of generating electricity = 11.2 

cents/kWh

• Flat rate = 11.4 cents/kWh

– Flat rate roughly equal to marginal cost, so there is no 

two-tier rate option that would produce “economically 

efficient price signal”

– Only a return to the flat rate would result in the 

economically efficient level of conservation  
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BCUC Repeatedly Concluded That RCR Is 

Meeting Efficiency Objectives

• In reviews of the RCR, BCUC concluded:

– “preliminary evidence demonstrates that the RCR is 

achieving its intended results” (2013)

– “no evidence that the rate is not achieving 

conservation as intended and therefore there is no 

reason to make changes to the rate at this time” 

(2014)

– “RIB rates were introduced to incent consumers to 

conserve energy and promote energy efficiency, and 

there is evidence that this is indeed happening” 

(2017)
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BCUC Rejected Return To Flat Rate In 2017 

Decision On BC Hydro’s Rates

• “Clean Energy BC (CEBC) takes the position that the 
rate is no longer doing an effective or efficient job and 
recommends a return to a single flat rate”

• “None of the customer groups who commented 
supported this approach”

• “The Panel agrees with BC Hydro that CEBC has 
provided no evidence supporting its assertion that the 
RIB rate is not working”

• “The Panel considers a move to a flat rate to be a step 
backward as it does not send the right price signal and 
the magnitude of projected bill increases makes it highly 
undesirable”
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Fortis’s 2017 Rate Design 

Consultations

• Fortis’ preferred option seems to be the 

continuation of the RIB rate (with minor 

adjustments to threshold and/or rates)

• Fortis’ analysis of options completely ignored 

objective to promote energy efficiency

• Fortis assessed options against “principle” that 

“95% of customers would see a bill increase of 

10% or less”

– Based on this principle, a return to the flat rate would 

result in “unacceptable bill impacts” 
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Impact On Rates Of RCR

• Flat Rate 2008 = 7.1 cents/kWh

• Flat Rate 2012 = 9.5 cents/kWh +  34%

• RCR 2017 0% in Block 2 = 10.1 cents +   42%

• RCR 2017 75% in Block 2 = 14.25 cents + 100%

• Flat Rate 2017 = 11.4 cents +   60%

Other Hydro Provinces in 2017

– Manitoba = 7.4 cents

– Quebec = 5.7 – 8.7 cents 
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Percentage Changes Don’t Tell The 

Whole Story

• Customer A using 1600 kWh; bill increased from 
$114 to $162 (before taxes and fixed charges)
– $48 increase

• Customer B using 6400 kWh; bill increased from 
$454 to $912
– $458 increase

• Return to flat rate would increase A’s bill by only 
$20 but would reduce B’s bill by $182
– But according to Fortis this is an unacceptable bill 

impact because increase in A’s bill is greater than 
10% (12.3%) 
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Feedback To Fortis On 

Consultations

• Fortis will submit feedback from consultations to 
BCUC as part of Rate Application

• Fortis will accept feedback online at 
fortisbc.com/electricityratedesign until 
September 30th

• I urge everyone to submit feedback:
– Eg two-tier rates are not encouraging efficient 

behaviour and are discriminating against customers 
using electricity for space and water heating; best 
option is a return to a flat rate (with optional time-of-
use) 
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Time-of-Use Rates

• Primary objective of TOU rates is not to promote 
customer energy efficiency but to shift energy use from 
peak to non-peak periods

– doing laundry on weekends; running the dishwasher 
at night

• Load shifting can improve overall system efficiency and 
delay the need to add additional capacity

• Not suitable for electric heat customers

– Can’t shift home heating from daytime peak periods 
to overnight and weekends

• TOU best as optional add-on to a flat rate
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Key Intervention Arguments

• Content of intervention will depend on arguments made 
in Fortis’ application and in other interventions

• There will likely be a need to present evidence that two-
tier rates:
– are not promoting energy efficiency;

– are encouraging greater consumption of fossil fuels

– constitute price discrimination

• Using economic theory, I can make above arguments

– And argue that a return to a flat rate would provide 
correct price signals and would not result in 
unacceptable bill increases for customers
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Key Supporting Evidence

• But, I need to support theoretical arguments with 
anecdotal “evidence” from residents that can be 
submitted to proceedings.

• Examples of residents:

– experiencing major bill hikes that cannot possibly be 
offset through energy efficiency improvements

– switching from hydro-electricity to wood, propane or 
heating oil

– making major sacrifices to keep warm in winter; etc

• Comparisons of electricity bills with non-
Mountain residents using natural gas for space 
and water heating 
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What About The Minister?

• Energy Minister Michelle Mungall is MLA for 
Nelson-Creston, within Fortis’ Service Area

• Minister’s Mandate Letter
– Expand energy-efficiency and conservation programs

– Freeze BC Hydro rates while conducting a 
comprehensive review of the Crown Corporation

• Minister may be concerned about return to flat 
rate

• Need to assure her that return to flat rate would 
support efficiency objectives and not result in 
major bill hikes to majority of customers
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Next Steps

• Following consultations, BCUC sent out email:
– would like to provide assistance to those interested in 

participating in this proceeding by connecting individuals and 

groups to an independent consultant and/or legal counsel

• In responding to BCUC, should it be the AMCS or an ad-
hoc “Anarchist Mountain Residents” group?

• Either way, I will be doing majority of work as an “expert”
– And will notify Mountain residents when Fortis files application; 

post periodic updates; and coordinate input from residents

• Residents can read all application documents at 
bcuc.com
– Notify me if they identify additional issues of importance to them


