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RCR REPORT FOR THE PERIOD JULY 1, 2012 T0O JUNE 30, 2013

1. EXECUTIVE SUMMARY

On July 1, 2012 FortisBC Inc. (FortisBC, FBC or the Company) began billing its residential
electric customers on a 2-tier rate designed to promote energy conservation by charging a
higher rate for power consumed above 1,600 kWh over a two month period. The rate, known as
the Residential Conservation Rate (RCR), was implemented after the BC Ultilities Commission
(BCUC or the Commission) directed the Company to file an Application for a rate of this type
and subsequently directed its implementation after a regulatory review which involved FortisBC
customers and stakeholder groups.

The requirement to file an Evaluation Report by April 30, 2014 was included in the original
Commission Order that approved the rate. In response to customer concerns with the impact
that the rate was having on certain customers, the Commission and the Company discussed
advancing the filing date and by Order G-127-13 the Commission directed FortisBC to file the
report on or before October 31, 2013.

The purpose of the Report as described in Order G-127-13 is to, “provide the utility, the
Commission and the interveners the opportunity to evaluate the effectiveness of the Residential
Conservation Rate (RCR) program, in particular with respect to its impact on conservation”,
which will, “assist the Commission to determine if any further action is warranted on this matter.”

The Report examined the billing records of over 97,000 residential customers over the period
examined by the report and found that:

e The impact of the rate on annual customer billing is very close to that forecast in the
original rate Application with approximately 71% of customers receiving bills lower than
would have been received under an equivalent flat rate.

e The Company’s Equal Payment Plan (EPP) that allows customers to receive 12 equal
bills on a monthly basis could result in a higher billing of customer accounts. The
Company has applied a correction over the period since the implementation of the rate
that provides a credit to customers where this has occurred.

e The results show that the RCR is providing conservation results with a range of savings
from 22.5 to 52.4 GWh. The measured savings is within the range of the original
estimate, but is on the low side. The measured elasticity of demand for residential
electricity consumption is estimated at -.086.

e The results show that customers with electric heat and without access to natural gas
have higher than average annual consumption which leads to a higher than average
impact due to the implementation of the RCR. This is consistent with information
provided by the Company during the original Application process;

e Customer research undertaken by the Company indicates there is a moderate level of
customer awareness and familiarity with the RCR. Customers generally are supportive
of the intent of the rate but have some reservation associated with the impact on certain
higher consumption customers such as those with large families and electric heat.

Page 1
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e The Company has discussed a number of options for adjustments or changes to the
RCR including changing the level at the threshold at which the higher Tier 2 price comes
into effect, changing the manner in which rate increases are applied to the RCR rate
components, flattening the rate to reduce the spread between the Tier 1 and Tier 2 price,
and changing manner in which the rate is applied such that monthly or seasonal
variations in customer usage are considered.

¢ Raising the threshold level of consumption at which the higher Tier 2 price comes into
effect will generally have a negative impact on higher consumption customers due to the
impact that such a change has on the prices applied to consumption in both
consumption blocks.

e Any change made to the rate that reduces annual bills for some customers will
necessarily raise bills for another customer group. Generally high and low consumption
customers will experience the opposite impact from any change to the rate.

e The RCR does not result in any increase in revenue or profit for FortisBC, nor will any
change made to the rate in the future. The RCR is designed to be revenue neutral (ie.
collect the same amount of revenue) with the flat rate, and results confirm that this is the
case.
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RCR REPORT FOR THE PERIOD JULY 1, 2012 T0O JUNE 30, 2013

2. INTRODUCTION AND BACKGROUND

2.1 REGULATORY BACKGROUND

FortisBC implemented the Residential Conservation Rate (RCR) beginning with the July 2012
billing period. This date was determined by the Commission in Order G-3-12. Prior to July
2012, FortisBC residential customers were billed under a flat rate consisting of two rate
components — a fixed Customer Charge, and a flat Energy Charge that did not vary with the
level of consumption.

The RCR, or inclining block rate’, first become a topic of discussion during the regulatory
process associated with the Company’s 2009 Cost of Service and Rate Design Application. In
its opening statement during the oral hearing associated with that process, FortisBC stated that,
“FortisBC does not propose to implement different residential rate structures, such as inclining
block, in the relatively brief interim period before the contemplated installation of AMI.” There
was, however, discussion of the inclining block rate structure during the information request
phases of the process and questions posed to the Company during the oral hearing.

At the time, FortisBC expressed concerns that the impact of an inclining block rate may have
undesirable impacts to electric heat® customers, may cause stranded investment®, and that the
impact on energy conservation was difficult to estimate with any surety. A cumulative
conservation of approximately 1.7% of residential load was forecast, and this assumption was
later utilized in the Company’s Residential Inclining Block (RIB) rate Application.

Ultimately, the Commission directed FortisBC to submit an application for an inclining block rate
by March 31, 2011. The Company submitted the Application on that date. A written regulatory
process was initiated to review the Application. The public process included the filing of the
Application, associated evidence, two rounds of information requests and final arguments.
There were 15 interveners registered in the process representing a wide range of interests. By
the end of the process, 88 different rate options had been examined.

All of the various RIB options included in the original Application contained a key design
parameter based on customer impact that acted as a constraint on the rates put forward for
consideration. Rates were designed with a cap on the number of customers exposed to annual
bill increases greater than 10% due solely to the implementation of the RIB rate when compared
to bills that would be received on the prevailing flat rate. Rates options specified a cap of 0%,
5%, and 10% of customers. Based on forecast customer bill impact and conservation, FortisBC

When the Company submitted its application for the RCR in March of 2011 it referred to the rate as a Residential
Inclining Block rate, or RIB.

Response to Okanagan Environmental Industry Alliance, Natural Resource Industries, and Hedley Improvement
District, IR 2.10.2 in the COSA process.

FortisBC COSA Final Argument, page 53
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preferred an option with a 5% cap.4 Simply put, the rate option preferred by the Company
specified that on a forecast basis,

The block 1 and block 2 rates are set such that 95% of customers will experience annual
bill impacts of less than 10 percent.5

The data in the Application was therefore clear that based on the amount of consumption that
was assumed to occur above the threshold of 1,600 kWh bi-monthly, which was a level set at
approximately 90% of median consumption, 5% of customers would experience relative bill
increases greater than 10%. In addition, bill increases greater than 20% were indicated for
0.2% of customers. Without some degree of negative impact to customers, there is no revenue
available with which to provide an incentive for customers to conserve energy.

On January 13, 2012, the Commission issued Order G-3-12 which approved the rate option
preferred by the Company. Specifically, the Order directed,

FortisBC is to implement this RIB rate as soon as is reasonably practicable, and
by no later than July 31, 2012. FortisBC is to file a revised Tariff Sheet for Rate
Schedule 01, no later than 30 days prior to the date the RIB rate becomes
effective.

and

FortisBC is directed to apply Pricing Principle 1 to future rate increases for the
years 2012 to 2015. Specifically:

(@) The Customer Charge is exempt from general rate increases, other than rate
rebalancing increases;

(b) The Block 1 rate is subject to general and rebalancing rate increases; and

(c) The Block 2 rate is increased by an amount sufficient to recover the remaining
required revenue (i.e., the residual rate).

2.2 RATE COMPONENTS

The rate components in effect since the introduction of the RCR since the implementation date
are as follows:

4
5

Original RIB options can be found in the Company’s March 31, 2011 RIB Application at page 22
March 31, 2011 RIB Application page 1
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Table 1: Residential Conservation Rates Since Implementation

Date July 1, 2012 January 1, 2013
Customer Charge ($/billing period) 29.65 30.33
Tier 1 Rate (C/kWh) 8.258 8.803
Tier 2 Rate (C/kWh) 12.003 12.952
Threshold 1600 kWh 1600 kWh
Block Differential® 1.45 1.47

The structure above provides that consumption up to the threshold during a two month billing
period is billed at the Tier 1 Rate and consumption above the threshold is billed at the Tier 2
rate. While the price increases at the threshold, a customer will not actually receive a higher bill
than under the flat rate until about 2,500 kWh are consumed. The differential between the rates
is intended to provide an incentive to reduce consumption. The design of the rate including the
pricing of the tiers and the threshold is revenue neutral to FortisBC as compared to the same
overall residential consumption of a flat rate.

2.3 THE RESIDENTIAL CONSERVATION RATE REPORT

Commission Order G-3-12 also contained two directives related to reporting on the experience
with the RCR as follows:

5. FortisBC is directed to provide a RIB Rate Evaluation Report (Report) covering the
period from the date of implementation to December 31, 2013. This Report should
provide the utility, the Commission and Interveners the opportunity to evaluate the
effectiveness of the RIB program, in particular with respect to its impact on
conservation.

The Report is to include, but not be limited to, the following:

The energy consumption reductions achieved,

Whether the consumption reductions persist or are temporary;
How the rate design impacts electric heat customers; and
The resulting operating cost reductions to the utility.

oo oW

The Report should also include an in-depth analysis of the full long-run marginal cost
of acquiring energy from new resources, including the long-run marginal cost to
transport and distribute that energy to the customer, and how that cost compares to
the Block 2 rate; the combined effect of integrating TOU and RIB rates on the
conservation achieved by the RIB, should that information be available; an update of
the Conservation Potential Review and report on the potential effects of interaction

® The Block Differential is the ratio of the Tier 2 to Tier 1 rates. It will widen over time as long as some the Customer
Charge is not subject to any general rate increase.
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between RIB rates and Demand Side Management targets; comparison of energy
usage of indirect customers with the energy usage of direct customers; and an
analysis of the potential effect of a two-tier wholesale rate on the consumption of its
wholesale customers. This Report should be submitted to the Commission no later
than April 30, 2014.

6. FortisBC is directed to establish a control group in conjunction with the introduction
of the RIB rate to develop elasticity data for its own customers. The results of this
elasticity study are to be included in the RIB Rate Evaluation Report.

Subsequent to Order G-3-12, the Commission issued two further Orders amending the timing
and scope of the RCR Report.

1. Order G-127-13 — Which required an interim report to be filed by FortisBC by October 31,
2013 covering the period between the date of implementation and July 31, 2013, and
amended the scope of the report to include additional items required by the Commission.
Order G-127-13 is attached as Appendix A.

2. Order G-153-13 — This changed, at the request of the Company, the period to be included in
the report to July 1, 2012 to June 30, 2013 inclusive. Order G-153-13 is attached as
Appendix B.

The primary purpose of this RCR Information Report is to provide information on the impact of
the RCR over the Report Period in light of the Commission’s comment in Order G-127-13 that,

This Report will assist the Commission to determine if any further action is warranted on this
matter.
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2.4 CUSTOMER COMPOSITION

A FortisBC customer consumption profile considers information from 97,873 customer accounts,
including consumption billed from July 1, 2012 to June 30, 2013 (the Report Period). These
customers were drawn from the following rate types:’

Table 2: RCR Customer Compaosition

Rate Type Number of Customers
Residential - Bimonthly Billing 83,635
Residential - Monthly Billing 14,238
Total 97,873

As context for the Report, the chart below shows a breakdown of the annual consumption
characteristics of FortisBC customers based on bills issued during the Report Period.

Figure 1: Consumption Distribution

Consumption Distribution

35.0%

30.9%
30.0%

25.0

=X

20.0% -

15.0% -+

M Report Period Consumption

10.0

=

Percentager of Customers

5.0% -

0.0% -

0-999 1,000- 5,000 - 10,000 -15,000 -20,000 -25,000 -30,000 - Over
4,999 9,999 14,999 19,999 24,999 29,999 34,999 35000

Consumption Range (kWh)

Information in Figure 1 is interpreted as 5.4% of customers had consumption during the Report
Period of between 0 and 999 kWh, 19.7% of customers had consumption during the Report
Period of between 1,000 and 4,999 kWh etc.

" Customers who were formally served by the City of Kelowna were not included as they were not FortisBC

customers during the entire Report Period.
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Figure 2: Cumulative Consumption

Cumulative Distribution
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Figure 2 above displays the percentage of customers with consumption below a certain level.
For example, 25.1% of customers had consumption during the Report Period of 4,999 kWh or
less, 93.3% of customers had consumption during the Report Period of 24,999 kWh or less. No
customer had consumption greater than 490,999 kWh. (The highest consumption for any single
customer was 490,308 kWh)

The simple annual mean consumption® of the customer group is 11,181 kWh. There is however
significant variation within this result given the large percentage of FortisBC customers with
consumption at the lower end. For accounts with annual consumption of between 5,000 kwWh
and 35,000 kWh, the mean is 12,501 kWh.

8 cCalculated as total consumption / total number of customers.
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Figure 3: Consumption Distribution for 5,000 — 35,000 kWh
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3. OVERALL IMPACT ON CUSTOMERS DUE TO THE INTRODUCTION
OF THE RCR

Commission Order G-127-13, Directive 2(g) and 2(h) requires FortisBC to provide information
on the,

Overall impact on customers due to the introduction of the RCR:

o Percentage who have seen their bills decrease, by how much?
o Percentage who have seen their bills increase, by how much?

¢ How many customers have taken advantage of the Residential Demand Site
Management Reduce Your Use program, which was introduced in 2012 to coincide with
the introduction of the RCR?

e Comparison of the actual impacts of the RCR versus anticipated impacts. Please
indicate if any lessons were learned on this matter.

e An evaluation as to how the rate structure works with the Equal Payment Plan and
indicate what action FortisBC is taking to ensure estimated bills are accurate

3.1 BiLL IMPACT METHODOLOGY

The impact of the RCR on customer bill amounts over the Report Period is determined by
comparing the total dollar amount of bills as calculated by applying both the RCR and the
prevailing flat rate to the actual consumption recorded for each billing period. This is the same
basis for comparison that was used in evaluating the original RIB Application.

The Customer Bill Impact measures included in this report are based the aggregation of
individual customer consumption over the Report Period. In other words, they reflect the impact
on all customers included in the analysis. Individual customer accounts will vary from the
averages presented. This measure is concerned primarily with the relative level of bills received
under the RCR versus the bills that would have been received under a flat rate given the same
level of consumption. Such an examination provides information assuming that a customer
made no behavioural or investment decisions as a result of the rate and also allows for the
assessment of the revenue neutrality of the RCR.

In order to isolate the Customer Bill Impact of the RCR it is necessary to compare the billing
information calculated using the RCR against that calculated using the flat rate that would be in
effect had the RCR never been implemented.® This rate is the same as the Residential Exempt
Rate (RS03 and RSO3A which differ from each other only in the level of the Threshold and
Customer Charge).

°  This comparison is the basis of the Residential Conservation Calculator available online at
http://www.fortisbc.com/Electricity/CustomerService/ForHomes/ResidentialConservationRate/Pages/default.aspx
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The Customer Bill Impact for the Report Period was determined using the rates in effect as of

January 1, 2013.

Table 3: FortisBC Residential Rates*°

Rate Component

Residential Conservation Rate

Flat Rate

Customer Charge

$30.33 Bi-Monthly

$32.53 Bi-Monthly

Tier One Rate

$0.08803/kWh

$0.10222/kWh

Tier Two Rate

$0.12952/kWh

n/a

Threshold

1,600 kWh Bi-Monthly

n/a

For example, a residential customer on RS01 (Residential RCR with bi-monthly billing) would
normally get 6 bills per year. These six bills could have consumption as follows

Bill1 1,200 kWh
Bill2 1,800 kWh
Bill 3 1,900 kWh
Bill 4 2,000 kWh
Bill 5 1,200 kwWh
Bill 6 1,100 kWh

Total consumption is 9,200 kWh which under the RCR would be billed 900 kWh at the Tier 2
Rate and 8,300 kWh at the Tier 1 Rate assuming a 1,600 kWh Threshold.

Under the flat rate, all 9,200 kwh would be billed at the flat rate per kwh.

In each case, the applicable Customer Charge would be billed once for each of the 6 bills.

This would result in annual bills at the current rates of:

Table 4: Sample Bill Impact Comparison

8,300 kWh 900 kWh
Customer Charge Tier 1 Charges Tier 2 Charges Total Bill
Rate
RCR 183 $ 731 117 $ 1,030
Flat Rate 195 $ 940 n/a $ 1,136

1 \Where customers are billed monthly, both the Customer Charge and the Threshold are % of the amounts shown.
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The annual totals under both scenarios can be compared to determine the impact due to the
RCR on each bill. This basic process was repeated for over 96,000 customers’ bills over the
Report Period to arrive at the aggregate bill impact statistics for the residential customer base.

3.2 ADDITIONAL NOTES ON THE DATA

No customers have been excluded from the analysis of consumption characteristics included in
the Customer Distribution section of the report. When considering financial billing impact, those
customers with annual consumption above 100,000 kwWh and below 120 kWh were excluded in
an effort to prevent customers at the extremes of consumption from influencing the results for
what would be considered more normal levels of consumption. There are a number of
customers at either end of the consumption range that could be considered atypical. For
example, there are:

e 1231 customers with consumption below 120 kWh

e 282 customers with consumption above 75,000 kWh
e 135 customers with consumption above 100,000 kWh
e 3 customers with consumption above 250,000 kWh

e 789 customers with consumption above 50,000 kWh that while comprising .8% of
customers account for 5.7% of total consumption.
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3.3 OVERALL IMPACT ON CUSTOMERS DUE TO THE INTRODUCTION OF THE RCR

Based upon the customer research conducted by the Company for this report 71% of customers
are not aware of the RCR and of those who are aware there seems to be only a passing
familiarity with how the rate works and the intent of its introduction.

When examining the impact of the RCR on the customer base overall, it is clear that the rate
does not have a negative impact on the majority of customers. For those customers who are
negatively impacted and have publically stated opposition to the rate, it appears that the
perception of the impact is greater than that actually experienced. The group that is negatively
affected is far smaller than is reflected by the publicity garnered by the rate.

The purpose of this section of the Report is to provide an accurate summary of the actual
impact to customer bills due solely to the introduction of the RCR, and is based on the actual
consumption of more than 96,000 customers over the Report Period.

FortisBC is not intending to in any way dismiss customer concerns with the RCR. There are
customers who have experienced bill increases versus the existing flat rate, which is consistent
with the information contained in the original RIB Application. In some cases the increases are
material and cannot be addressed through conservation efforts.

When faced with a high bill, customers often see only the dollar amount of the bill without
properly attributing consumption and the level of rates generally as contributing factors. A
customer that receives a $1400 bill for two months of consumption can miss the fact that the
roughly 12,000 kWh required to produce such a bill would result in a bill over $1200 on the flat
rate. The difference is not minor in terms of dollars, but it is certainly not the doubling or tripling
of bills under the RCR that has been reported. As shown by the data below, no customer has
seen an increase greater than 23.0™ % due to the RCR as compared to a bill that would result
under the flat rate. Most are much less even at very high consumption. Certain groups of
customers have been affected more than others, however the fact that part of the issue is with
customer perception means that changing the structure of the rate can only have an impact on
the portion of the increase that is actually attributable to the RCR.

For the purpose of the RCR Report, impact to customers’ bill amounts over the Report Period is
determined by comparing the total amount of the bills as calculated by applying both RCR and
the prevailing flat rate to the actual consumption recorded for each billing period. This is the
same basis for comparison that was used in evaluating the options presented in the original RIB
Application.

The Company has maintained a Flat rate schedule (RS03) as a referent upon which to base the
RCR. This rate is also used for the customers in the Control Group and other exempt

1 Of customers who had 6 billing periods of consumption during the report period.
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customers such as those with BC Assessment Farm status.”? This rate has been adjusted for
rate increases since the implementation of the RCR in a manner consistent with past Company
practice and would be the default residential rate in the absence of the RCR. All comparisons in
this section are therefore done by comparing the current RSO3 rate to the current RCR.

For clarity, if FortisBC had not been directed to implement a stepped rate, residential customers
would be billed on a default flat rate that would be exactly the same as the current flat rate
RS03.

This point is of particular importance in understanding customer concern directed at the RCR.
The lack of an obvious comparator for the RCR leaves many customers who perceive an
increase in electrical rates to blame the RCR where the isolated impact of the RCR is less than
believed.

The Company acknowledges that there was a general and rebalancing rate increase that took
effect on January 1, 2013. Since the differential percentage between the block 1 and block 2
rates has increased slightly with that increase, the impact of the RCR will be slightly overstated
in the analysis herein for the Report Period which uses current rates for the entire time.*?

The distribution of customer annual bill impact due to the introduction of the RCR is shown in
the chart below.**

12 A Farm Status exemption was granted by Commission Order G-167-12.

3 The block differential increases because the Customer Charge is frozen which requires the block 2 rate to
increase faster than the block 1 rate. Impact is overstated because the rate with the higher differential has been
applied to the July 1, 2012-December 31, 2012 period.

% |nformation in this section is drawn from all customers billed on RS01 and RSO1A with consumption between 120
and 100,000 kwh in the Report Period.
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Figure 4: Distribution of Bill Impact over the Report Period
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Negative percentages indicate RCR savings as compared to the flat rate.

From the above chart, it can be seen that over the Report Period, due to the introduction of the
RCR 38% of customers had bills between 10 and 15 percent lower than if billed on the flat rate,
19% of customers had bills between 5 and 10 percent lower than if billed on the flat rate, and
13% of customers had bills between 0 and 5 percent lower than if billed on the flat rate.

Six percent of customers had bills between 10 and 15 percent higher than if billed on the flat
rate, 10% of customers had bills between 5 and 10 percent higher than if billed on the flat rate,
and 12% of customers had bills between 0 and 5 percent higher than if billed on the flat rate.

A return to a flat rate would effective see the reverse of the impacts shown in the table above.
That is, an immediate negative rate impact to over 70% of customers.

The results can also be examined based upon the billing impact to customer segmented on the
basis of consumption. The table below shows the percentage of customers in each
consumption range as well as the median dollar difference and percentage difference between
the RCR and flat rate bills. For example, approximately 32% of FortisBC customers have
consumption in the 10,000 — 19,999 kWh range. For these customers, the average decrease in
bill amount was 6 dollars.
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Table 5: Bill Impact of RCR by Consumption Level

Current RCR vs Flat Rate
Consumption % of Total Ave. SA | Ave. %A
Customers

120- 9,999 55% -S 70 | -9.84%
10,000 - 19,999 32% S 6| -0.31%
20,000 - 29,999 9% S 256| 9.56%
30,000 - 39,999 2.3% S 528 | 14.34%
40,000 - 49,999 0.7% S 807 | 17.10%
50,000 - 59,999 0.3% S 1,089 | 18.91%
60,000 - 69,999 0.2% $ 1,355 | 20.10%
70,000 - 79,999 0.1% S 1,637 | 21.05%
80,000 - 89,999 0.07% S 1,926 | 21.62%
90,000 - 99,999 0.04% S 2,218 | 22.25%

3.3.1 The Reduce Your Use Program

Commission Order G-127-13, Directive 2(h) requires FortisBC to provide information on the,

¢ How many customers have taken advantage of the Residential Demand Site
Management Reduce Your Use program, which was introduced in 2012 to coincide with
the introduction of the RCR?

Since Reduce Your Use (RYU) offer was initiated in mid-2012, there have been 115 participants
who have had a free energy assessment (EnerGuide audit) completed, including ten low-
income participants who were issued a pre-paid voucher for the cost of the audit ($150).

This was a relatively low response rate considering that two direct mailings were sent to
approximately 12,800 eligible customers as well as RYU promotions in the FortisBC PowerLines
newsletter, strategic print ads and referrals by the Trail contact centre. The current RYU offer
ends December 31, 2013.

By comparison, the two community Energy Diet initiatives launched in 2013, in the Kootenays
(May) and Okanagan (September), have already yielded over 350 completed EnerGuide audits
of households with electric heat. The Energy Diet program offers a lower-cost (but not free
($35-%$60 depending on local government contributions) EnerGuide audit, as well as the direct
install of low-flow showerheads and CFLs.

3.3.2 Comparison to the Original RIB Application
Commission Order G-127-13, Directive 2(h) requires FortisBC to provide information on the,

e Comparison of the actual impacts of the RCR versus anticipated impacts. Please
indicate if any lessons were learned on this matter.
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The table below shows the bill-impact related results of the RCR implementation as compared
to the results forecast in the original application.

Table 6: Comparison of the Actual Impacts of the RCR versus Anticipated Impacts

Residential Conservation Rate Customer Impact Summary July 1, 2012 - June 30, 2013

appliaton | Curent

Forecast® RCR
Percentage total consumption in the second Tier: 36.6% 39.7%
Percentage of customers with lower annual bills under the RCR 75.7% 70.3%
Maximum percentage increase by any customer due to the RCR 22.6% 23.0%
Percentage of customers with increase over 10% due to the RCR 5.0% 8.2%
Percentage of customers with increase over 20% due to the RCR 0.2% 0.4%
Percentage of customers with consumption in Block 2 at least once 72.8% 68.7%

The difference in the results between those included in the original Application and the results
determined for the Report Period comes primarily from the methodologies employed in each
case. For the current analysis, the Company has used the actual billing data for all current
customers applied over only the rates that are actually in place.

For the Application, actual billing data from 2010 was also used, however the billing data was
grouped into block of annual usage, and outliers removed prior to the analysis being performed.
This was necessitated by the large number of rate options being examined at the time.

Were the Application methodology applied to the Report Period data, the results are very
consistent with those presented in the Application. The percentage of consumption in the
second tier would be 35.1%, the percentage of customers better off is 77%.

The comparison indicates that the impact on customers which was forecast in the Application is
fairly close to the actual results achieved when the currently approved rates are run through the
entire customer base. The primary reason for the variance that does exist is the higher than
expected percentage of consumption that occurred in the second block. This drives a higher
percentage of consumption to be billed at the Tier 2 rate.

Actual customer consumption behaviour is beyond the control of the Company and will always
vary from forecast to some extent. Overall FortisBC views the impact as consistent with the
projections presented to the Commission in the RIB Application. Because the actual impacts
were fairly close to those forecast, there is no variation that points to an obvious lesson to take
from the results.

!5 Erom FortisBC's Application for a Residential Inclining Block Rate, Exhibit B-1, Table 7-2
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3.3.3 An Evaluation as to How the Rate Structure Works with the Equal
Payment Plan

FortisBC offers a monthly Equal Payment Plan in which customers receive 12 equal bills on a
monthly basis, based on their historical annual bills. Since meters are read bi-monthly, the
customer receives an estimate of their actual consumption in the off-cycle billing months.
Customers on the monthly plan have the first tier set at 800 kwWh and all usage above this tier is
then billed at the higher per kwh rate.

This estimation did not result in billing issues under the flat rate. However, under RCR, two
possible overbilling scenarios may occur:

1. Bill # 1 is an estimate and the kWh usage estimated is in Tier 1 only (under 1600 kWh for
bimonthly, 800 kwh for monthly). The following bill is a verified read and the kWh usage
goes into Tier 2 (over under 1600 kWh for bimonthly, 800 kwWh for monthly).

2. Bill #1 is an estimate and the kWh usage estimated goes into Tier 2 (over 1600 kwh for
bimonthly, 800 kwh for monthly). The following bill is a verified read and the kWh usage
goes into Tier 1 only (under 1600 kWh for bimonthly, 800 kwWh for monthly).

Data for all bills on rate IDs RS01, RS01A, RS02 and RS02A for time period July 1, 2012 to
April 30, 2013 was obtained and analyzed. This analysis showed that 6.7% of monthly bills and
0.2% of bimonthly bills fall into issue scenario #1. Similarly, 5.9% of monthly bills and 0.1% of
bimonthly bills falls into scenario #2.

In order to correct the issues arising from this estimation error, FortisBC averages consumption
for all bills that are based partly or entirely on estimates once a second verified read is obtained.
This process can only take place once the second verified read is obtained, and then any
corrections are calculated using the average consumption instead of the estimated
consumption. The use of the average consumption over the estimate period results in the
maximum tier 1 consumption and always results in a credit or no change to the previous bills.

FortisBC has applied this correction for the period July 1, 2012 to June 30, 2013 for all monthly
billed customers. FortisBC intends to apply this correction for all other customers at the end of
2013 and on a periodic basis thereafter.
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3.3.3.1 Energy Reductions Achieved

This section of the Report summarizes the findings related to customer consumption and
conservation over the Report Period. It is drawn from the full report which is attached to the
Report as Appendix C — Customer Conservation Methodology.

In order to examine the elasticity impacts, as well as the many other factors surrounding RCR
impacts of interest to the Commission, it was necessary to collect residential billing data from all
residential customers.

In addition, FortisBC randomly selected a Control Group at the time of RCR implementation to
aid in determining the impacts associated with the RCR. This Control Group faced rates that
were flat but designed to be revenue neutral to the RCR.

The data that was collected was used for the regression analysis as well as for other
comparisons. Data was generated for a three year-period starting in July of 2010 and ending in
June of 2013. The data included one year with the RCR in place and the prior two years.

Table 7: RCR Savings

Original Application Updated Estimate
Low Case Medium Case High Case Measured Upper End
Block 1 Elasticity -.05 -.10 -.20
Block 2 Elasticity -.10 -.20 -.30 -.086 -.20
Residential % 1.9% 3.7% 5.5% 2.8% 6.4%
avings
GWh Savings 19.7 38.4 57.0 225 52.4

The residential savings percentages provided in the original application are the combined
impacts associated with block 1 and 2. To derive the corresponding GWh savings amounts
these percentages were applied to the actual 2011-2012 GWh for the residential class. This
year was used as it would reflect the consumption prior to the implementation of the RCR rates.
Resulting savings were estimated to be in the range of 19.7 to 57 GWh for the first year of
implementation.

Based on the preliminary elasticity estimates found in the regression analysis, updated savings
found as a result of the RIB can also be determined. Because the elasticity values were based
on the kWh for all bills that had any usage in block 2, they must be applied to that same metric
to determine the GWh savings. Table 10 provides the results based on the measured
elasticity of -0.086 and the new upper end value of -0.20.

These results show a range of savings from 22.5 to 52.4 GWh. The measured savings is within
the range of the original estimate, but is on the low side. With the new upper end estimate, the
value fall within the original range of savings, however, the range is now not as wide as
originally thought.

Page 19



FORTISBC INC. FORTIS BC”

RCR REPORT FOR THE PERIOD JULY 1, 2012 T0O JUNE 30, 2013

3.3.3.2 Are the Consumption Reductions from RCR Persistent?

Energy savings resulting from the Residential Conservation Rate have been measured over a
relatively short period of time (one year). There is simply not enough data to assess whether
the savings will be persistent for a period longer than one year or will increase over time as
customers have more time to adapt to the RCR. The filing of the next RCR report as required
by order G-3-12 will provide further insight as to the persistence of energy savings from the rate.

Commission Order G-127-13 directed FortisBC to comment on the impact of the RCR to
specific groups within the greater FortisBC customer base.'® Specifically, these groups are:

1. Electric heat customers;
2. Customers that have no access to natural gas.

3. Customers that use alternative heating/cooling systems such as heat pumps (geothermal/air
source), if available; and

3.4 ELECcTRIC HEAT CUSTOMERS

While FortisBC does not collect data on the heat source for all of its customers, data was
collected from the Control Group to provide comparison data.

The Control Group data was supplemented using information from the 2009 Residential End-
Use Study, in which FortisBC completed a survey of approximately 900 customers that included
classification by heating source. Data from this survey, along with the associated consumption
data for this group, was used extensively within the RIB application. This Survey Group was
used in the current evaluation to determine the separate impacts on those customers with and
without electric heat.

A summary of the characteristics and billing results for the Report Period for bi-monthly billed
customers in the Control Group is shown below. The primary purpose of this exercise was to
determine if heating choice was a significant determinant in consumption level as was
discussed during the RIB Application process. Additional information on customers’ choice of
heating type was also available from a larger sample of customers contained in the Residential
End Use Survey (REUS) data discussed in more detail in the Report section on conservation
results. Those results are consistent with the smaller sample from the table below.

As compared to all bi-monthly billed customers, the results are:

18 Directive 2 (page 3), 2(c) and 2(d)
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Table 8: Comparison of Population to Control Group by Heat Source

RSO01 Control Control
Group Group
Population Electric Non-_
Electric
Percentage total consumption in the second Tier: 40% 46% 39%
Percentage of customers with lower annual bills under the 73% 84%
67%
RCR
Percentage of customers with increase over 10% due to the 7.4% 5.6%
10.3%
RCR
Percentage of customers with increase over 20% due to the 0.6% 1.9%
0.0%
RCR
Percentage of customers with consumption in Block 2 at 65.5% 79.5% 66.4%
least once 70

As expected, electric heating customers have a higher average usage per customer and they
also see more variability from year to year. In each case the average usage goes down each
year as the HDD has declined over the three year period.

It follows that since customers with higher consumption regardless of the reason will have a
higher likelihood of greater bill impact; this segment of customers is more adversely affected by
the RCR than customers as a whole. This result is not unexpected.

The comparison for electric heat vs non-electric heat is further shown in tables 9 and 10. For
the Control Group, the average use is roughly 30% higher in year 1 and about 18% higher in
years 2 and 3. The differential is higher in year 1 due to the fact that it has the highest number
of HDD. The year over year change is a reduction of 9% in 2011-2012 for the electric group.
Average usage was nearly flat during that same time period for the non-electric heat group, as
would be expected since they would be less sensitive to HDD. However between year 2 and
year 3, the average usage is relatively flat for both types of customers.

Table 9: Comparison of Control Group With and Without Electric Heat

2010-2011 2011-2012 2012-2013
Average Annual Use
Control Group Electric Heat 2,562 2,322 2,314
Control Group No Electric Heat 1,972 1,966 1,968
Percent Difference
Electric Heat vs Non-Electric Heat 29.9% 18.1% 17.6%
Year-to-Year Percent Difference
Control Group Electric Heat -9.4% -0.3%
Control Group No Electric Heat -0.3% 0.1%
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When looking at the Survey Group, the usage for electric heat customers is in the range of 60-
70% higher than for non-electric heat customers. In this case the two groups are more extreme
than the Control Group. The electric heat customers have higher usage in the Survey Group
than in the Control Group. And the non-electric heat customers have lower use in the Survey
Group than in the Control Group. This is true in years 1 and 2 when both group faced the same
rate was well as in year 3 when the Survey Group faced RCR rates. As the Survey Group is a
much larger sample, it is likely that it includes more customers with extreme energy use,
causing more variability in this group than in the Control Group. Because of these differences it
is important to look at the results in both groups rather than just looking at one or the other.

Table 10: Comparison of Survey Group With and Without Electric Heat

2010-2011 2011-2012 2012-2013
Average Annual Use
Survey Group Electric Heat 2,774 2,700 2,497
Survey Group No Electric Heat 1,675 1,602 1,553
Percent Difference
Electric Heat vs Non-Electric Heat 65.6% 68.5% 60.8%
Year-to-Year Percent Difference
Survey Group Electric Heat -2.7% -7.5%
Survey Group No Electric Heat -4.3% -3.1%

One impact we can see from the Survey Group is that both the customers with and without
electric heat see reduced consumption in year 3 relative to year 2. This differs from the Control
Group where the usage remains relatively flat. We can expect this difference to be due to the
fact that the Survey Group faces the RCR rate while the Control Group does not. As expected,
the electric heat group saw a much larger reduction in consumption than the non-electric heat
customers.

3.5 CUSTOMERS WITHOUT ACCESS TO NATURAL GAS

FortisBC has been able to identify those electric customers who are located in portions of the
service area that do not have natural gas service available as an option. This is distinct from
those customers who have a local supply of natural gas (ie — service at the street level) but who
choose not to receive natural gas service.

There is considerable overlap between the customers with no gas availability and customers
with electric heat. While customers without gas access generally have access to propane, the
costs are higher than for natural gas. It is also expected that this group represents a more rural
environment where wood may be likely used as a primary or secondary source combined with
electric heat.
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The comparison was conducted between the RSO01 customers without access to natural gas
and the entire RSO01 population inclusive of the group without NG access. The resulting
disparity is therefore lower than if the population had been separated into groups with/without
NG access however the Company is not able to provide this separation.

The impact on customers without natural gas access is similar to the impact on electric heat
customers in the billing impact metrics presented in the table below.

Table 11: Comparison of Population to Customers without Access to Natural Gas

Entire No Access to

Sample Natural Gas
RS01 RS01
Percentage total consumption in the second Tier: 40% 52%
Percentage of customers with lower annual bills under the RCR 73% 58%
Percentage of customers with increase over 10% due to the RCR 7% 14%
Percentage of customers with increase over 20% due to the RCR 0.5% 1.4%
Percentage of customers with consumption in Block 2 at least once 65.5% 74.7%

The results indicate that customers without natural gas service have higher average
consumption and a higher portion of that consumption subject to the second tier rate than
customers generally. Consequently, this segment of customers is more adversely affected by
the RCR than customers as a whole.

Table 14 compares the average use per customer for the no gas group with all customers and
with the electric heat customers found from the Survey Group. While the no gas customers
have average use that is roughly 12% higher than the average customer, the usage is also
about 12% lower than that of customers known to have electric heat. It is likely that the no gas

group has a greater than average use of electric heat, but they are not necessarily 100%
electric heat.

The table also shows that the 7.2% drop in consumption in year 3 is much closer to the electric
heat customers than it is to the average customer. This would indicate that they are likely
largely impacted by the RCR rates. It should also be noted that the -0.23 elasticity found for this
group, although not statistically significant, was in between the electric heat group and the total
block 2 group.
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Table 12: Comparison of No Gas Group With All Customers and Electric Heat Customers

2010-2011 2011-2012 2012-2013
Average Annual Use
All Customers 2,186 2,081 1,970
No Gas Availability 2,457 2,348 2,179
Survey Group - Electric Heat 2,774 2,700 2,497
Percent Difference
No Gas vs All Customers 12.4% 12.8% 10.6%
No Gas vs Survey with Electric Heat -11.4% -13.0% -12.7%
Year-to-Year Percent Difference
All Customers -4.8% -5.4%
No Gas Availability -4.4% -7.2%
Survey Group - Electric Heat -2.7% -7.5%

3.6  ALTERNATIVE HEATING/COOLING SYSTEMS

In Order G-127-13 the Commission Directed in item 2c. (Page 2 - the next Directive on page 3
is also numbered 2) that FortisBC report on,

How the rate design impacts electric heat customers including how has the rate
impacted customers that use alternative heating/cooling systems such as heat pumps
(geothermal/air source), if available;

The Company has reported on electric heat customers in the preceding section. FortisBC does
not have these customers further segmented in its billing system in a manner that would allow it
to provide additional analysis related to such alternative heating/cooling systems as mentioned
in the Directive. This information is not available in order to perform an analysis. FortisBC has
had anecdotal reports that customers with alternative electric heating systems are unhappy that
they have invested in an energy efficient option that they now perceive as having diminishing
benefits due to the RCR.
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4. CUSTOMER FEEDBACK

4.1 SUMMARY

Research indicates there is a moderate level of customer awareness (know about) and
familiarity (knowledgeable about) with the Residential Conservation Rate (RCR). When the RCR
was explained to participants a majority supported the intent of the RCR with some reservations
about its impact on larger households or those that use electricity for space heating.

There was little evidence that an awareness of the RCR had an impact on customer
conservation behavior with similar patterns of behavior reported by both those aware of the
RCR and those not aware of it. Participants wanted FortisBC to provide a greater level of
education about the RCR, especially around why it was implemented and how it was designed.

4.2 BACKGROUND AND METHODOLOGY

FortisBC (FBC) engaged Insights West, a Vancouver-based research vendor, to undertake a
study regarding the Residential Conservation Rate. The key objectives of the research were:

e Measure awareness of the RCR
¢ Understand customer perceptions of the RCR
e Determine if the RCR had incented customers to conserve electricity

The study was comprised of both focus groups and an online quantitative survey. The focus
groups, while part of a larger Corporate Reputation study also included an extensive discussion
of the RCR. Two in-person focus groups were held with Kelowna residents on August 22, 2013
and an online discussion board was conducted with Kootenay residents from August 27-29,
2013.

An online survey with FortisBC electricity customers was conducted from September 3-10,
2013. A total of 1,620 FortisBC electricity customers completed the online survey. The sample
was weighted by age, gender and region according to Census Canada figures to ensure that it
was broadly representative of the FBC customer base.

4.3 Focus GRouUP FINDINGS

Qualitative research suggests that the RCR was not a top-of-mind concern amongst
participants. Only when prompted did people recall the RCR and voice concerns about the two-
tiered rate. The RCR is not well understood; many participants think it is just a way for FBC to
get more money from its customers. Overall, even those who were aware of the RCR had
difficulty accurately describing how the RCR works. In fact, it was often confused with time-of-
use rates.
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Those who held negative views of the RCR expressed concerns about large families that cannot
stay within the lower tier and low income/fixed income households that cannot withstand the
higher charges. Those in favour of RCR believe it is fair to charge more to those who use more
electricity; what is debatable is the cutoff point for the first tier and whether it is fair.

They wanted FBC to be transparent about what the RCR is, the reasons it was implemented
and how the rates were determined. As such, there was a general consensus that FBC should
do more to educate customers about the rate.

4.4  QUANTITATIVE RESULTS

441 Awareness

Three-in-ten (29%) FortisBC electricity customers are aware of the RCR with older customers
and those in the South Okanagan having the greatest awareness. Customers who had
experienced either a decline or increase in their bill were also more aware of the RCR.

Among all respondents, only a small percentage claimed to be very familiar (5%) with the RCR.
Overall, one-in-five respondents claimed at least some familiarity with the RCR.

Figure 5: Customer Familiarity with the RCR
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More than half (52%) of FortisBC electricity customers have noticed an increase in their
electricity bills over the past 12 months, while one-in-eight (13%) have seen a decrease.
However, customers were more likely to attribute changes to increases in the cost of
electricity/monthly fees rather than the RCR.

4.4.2 Perceptions of the RCR

Among all customers, nearly six-in-ten support the RCR; while one-third oppose the RCR.
Those who support the RCR are more likely to: come from groups that have benefitted
somewhat from the RCR:

¢ have smaller household sizes
¢ live in an apartment/condo/ row/town house/duplex/triplex, and
e be low consumption customers (bi-monthly electricity bill of less than $200)

They are also more likely to be: women; younger; live in the Kootenay/Boundary region;
unaware of the RCR; and have noticed a decrease or no change in their electricity bills.

Figure 6: Customer Familiarity with the RCR vs. Demographic
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Figure 7. Customer Support for the RCR vs. Housing Type
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Conversely those who oppose the RCR are more likely to have higher bi-monthly electricity bills
of $300+. They are generally more of, and familiar with the RCR. Interestingly, even those who
have experienced an increase in their electricity bill show moderate levels of support for the
RCR (43% vs. 48% oppose).

More than eight-in-ten agree that the RCR penalizes those that must use electricity for heating
(85%) and larger households (82%). Even among those who support the RCR, roughly eight-in-
ten agree with these concerns. A majority of customers believe that the RCR results in higher
electricity bills (68%) and is a way for FortisBC to get more money from consumers (63%)

4.4.3 Does it Encourage Conservation?

Approximately two-thirds of FortisBC electricity customers agree that the RCR encourages
people to use less electricity (69%), lowers bills for lower-than-average consumption (68%) and
is better for the environment (66%).

Those who have noticed an increase in their energy bills are more likely to have conducted
most conservation activities; however, this was not directly tied to awareness of the RCR. The
only significant difference is that those with prior awareness of the RCR are more likely to have
invested in better insulation/windows. This suggests that those unaware of the RCR were
conducting these activities on their own — not directly as a result of the RCR.

4.4.4 Verbatim Customer Comments

FortisBC has included customer correspondence as well as a copy of a petition received by the
Company and the Commission regarding the RCR in Appendix D.
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5. ADDITIONAL INFORMATION REQUIRED BY ORDER G-127-13

The page 3 Directive 2 from Commission Order G-127-1 contains several additional items that
FortisBC is to include in the Report if available. These are,

Where reasonable, the Report must include:

a. A summary analysis of the full long-run marginal cost to acquire energy from new
resources, including the long-run marginal cost to transport and distribute that energy
to the customer, and how that cost compares to the Block 2 rate;

b. The combined effect of integrating Time of Use and RCR rates on the conservation
achieved by the RCR, should that information be available;

c. An update of the Conservation Potential Review and report on the potential effects of
interaction between RCR rates and Demand Site Management targets;

d. Comparison of energy usage of indirect customers with the energy usage of direct
customers;

e. An analysis of the potential effect of a two-tier wholesale rate on the consumption of
its wholesale customers.

5.1 Discussion

A summary analysis of the full long-run marginal cost to acquire energy from new
resources, including the long-run marginal cost to transport and distribute that energy to
the customer, and how that cost compares to the Block 2 rate;

In recent regulatory proceedings, FortisBC has calculated a number of long run marginal costs
(LRMC) ranging from the LRMC of market purchases at $45.33/MWh in 2013 dollars
($56.61/MWh flat) to the LRMC of New Clean Resources of $92.23/MWh in 2010 dollars
($111.96/MWh flat). The range reflects a range of FBC options to meet its future resource gap,
from continuing to rely on market purchases to meet incremental load to building new clean
resources. Inits 2012 Long Term Resource Plan, FortisBC stated that it will continue to rely on
market purchases for the short to medium term, and plans to build new resources in the long-
term. The selection and timing of such new resources would be part of the portfolio analysis
required for future resource plans.

BC Hydro has stated in its Draft 2013 Integrated Resource Plan that its LRMC is falling. BC
Hydro’s current LRMC is based on the 2008 Clean Power Call, and is $135/MWh. In its draft
IRP BC Hydro states its current LRMC is now $100/MWh*’, and could fall as low as $85/MWh
depending on what happens with future LNG loads*®. This may impact FortisBC'’s calculation of
LRMC of New Clean Resources, since that number was based on the BC Hydro Standing Offer,
which in turn was based on the bids in BC Hydro 2008 Clean Power Call.

" BC Hydro 2013 Draft IRP, Chapter 8, page 8-50, lines 4-7
8 BC Hydro 2013 Draft IRP, Chapter 8, page 8-50, lines 9-12
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FortisBC expects to file a more fulsome LRMC analysis of its LRMC as originally required in
order G-3-12.

FortisBC notes that the current Tier 2 RCR rate is higher than any LRMC values listed above.

The combined effect of integrating Time of Use and RCR rates on the conservation
achieved by the RCR, should that information be available;

The Company does not have any customers that are on both its TOU rate and RCR
concurrently and does not offer this as an option to customers. Therefore, a quantitative
analysis of this scenario is not available. The Company considers that given the current existing
lack of understanding of the RCR, layering a further level of complexity through the addition of
TOU time periods over the RCR would not be in the best interests of customers. In addition,
there is not currently any cost-based rationale for applying a time-based component to the rate.
With the additional information that will be available after data made available by the AMI
implementation the Company will be better able to determine if such a cost-based TOU rate
may be justified in the future.

An update of the Conservation Potential Review and report on the potential effects of
interaction between RCR rates and Demand Site Management targets;

The achievable potential estimated in the CPR remains the same regardless of any incentive or
pricing mechanisms used to achieve that potential. The RCR rate may cause consumers to
make behavioural changes and could also cause higher uptake in DSM program offerings.
This may change the program take-up rate over time, but does not materially impact the overall
potential. The DSM Plan forecasts are fundamentally based on the CPR potential and the
applicable ramp rates, which have not been modified as a result of the RCR.

If in the future there is a measureable increase in residential PowerSense program interest, a
number of changes would be considered.

1. Adjusting the ramp rates. This would be done to show the achievable potential is being
realized at a faster pace

2. Adjusting measure savings values. For example, if people are leaving the lights off for
longer periods, then the measure savings values would need to be adjusted downward

3. Undertaking additional research or an impact evaluation. These would be conducted to
show and verify the impacts of any changes, and from that FBC could more clearly
estimate the difference between naturally occurring or behaviour-based conservation
and that achieved through the program.

Comparison of energy usage of indirect customers with the energy usage of direct
customers;

In order to provide a meaningful analysis of this item the Company would require information on
indirect customer consumption that it does not currently have and could not acquire and
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adequately deal with within the compressed period required by the interim nature of this report.
FortisBC intends to initiate discussions with its wholesale customers in an effort to have this
analysis available in the RCR report to be filed in 2014.

An analysis of the potential effect of a two-tier wholesale rate on the consumption of its
wholesale customers.

Similar to the item above, this information is not currently available but will be provided as part
of the RCR report originally discussed in Commission Order G-3-12

5.2 POTENTIAL CHANGES TO THE RCR

In Order G-127-13 the Commission directed in item 2( f.) (Page 2 - the next Directive on page 3
is also numbered 2) that FortisBC,

Provide an evaluation of the feasibility of changing the rate structure and/or the threshold.
Potential options to be evaluated include:

e Threshold set too high or too low

e Household threshold

¢ Individual threshold (ie. AMI based)
e Other;

5.2.1 General Discussion

The results of the current inclining block rate structure have validated many of the concerns
expressed by FortisBC during the Company’s 2009 Cost of Service Analysis19 and Rate Design
and original 2011 Residential Inclining Block Rate Application processes.

Namely,

e A portion of customers have the benefit of a relative bill reduction without having made
any effort towards conservation behaviour or through purchase decisions (free riders),20

e A portion of customers have experienced significant bill increases due to their use of
electric heat (either by choice or as a result of having no other economic options),

e The RCR is poorly understood in terms of its structure, intent, and impact on FortisBC,
o Conservation results, while present, are uncertain and less than forecast.

The Company recognizes that there is a segment of customers that due to their individual
circumstances, which may be demographic or geographic in nature, will have a very difficult

19 Reference to COSA final Argument
% References to be included
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time changing consumption habits. These customers may experience negative bill impacts
without an opportunity to take action to prevent that outcome.

While an inclining block rate may be well suited to other jurisdictions, experience has shown that
in FortisBC's service area, which is largely rural and has a relatively low penetration of
alternative heating options such as natural gas, it is not without issues. Given the Company’s
current load and resource mix there is little to suggest that the RCR in its current form provides
an economic benefit to FortisBC’s customers through a reduction in overall costs, and to the
extent that it results in a decrease in load spread while reducing power purchases a relatively
small amount (due to low power purchase costs), the existing customer base may place further
upward pressure on rates.

In the opinion of the Company a move away from a flat rate structure is not an obvious or
necessary conclusion given FortisBC's circumstances. From an operational and cost
perspective this will continue to be the case until and unless the data provided by the Advanced
Metering Infrastructure yields information that supports a change in rate structure based upon a
concrete need of either the Company or its customers from either an economic or customer
choice perspective.

The Company believes that the Commission provided sound guidance on the appropriate
considerations in rate making when it stated,

... a RIB rate structure that is incorrectly priced can have disadvantages and unintended
consequences, the principal among them being that customers overuse underpriced
resources and underuse overpriced resources. The choices made are suboptimal and
the consequence is lower productivity and/or lower conservation. A rate structure based
on sound rate-making principles can ensure that what consumers pay will reflect the true
economic value of the energy they buy, and that energy resources find their best
possible uses.*

The current level of the Block price is above FortisBC’s current marginal price of electricity
which in the opinion of the Company runs counter to the economically efficient setting of rates.
Both of these factors are inherent in comments made by the Commission in the RIB Decision,

Accordingly, the Commission Panel determines that the long-run marginal cost of new
supply continues to be the appropriate referent for the Block-2 energy rate.

Should, then, the Block 2 rate be capped at the long-run marginal cost of new supply?
The Panel accepts FortisBC’s submission that pricing electricity above FortisBC'’s long-
run marginal cost is not economically efficient. However, the Panel is not prepared to
direct that the Block 2 rate be capped at the LRMC as proposed by FortisBC in this
hearing.?

L FortisBC RIB Decision G-3-12, page 21
2 FortisBC RIB Decision G-3-12, page 40
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However, the Company accepts that although the current RCR is cost based in the sense that it
is based on the flat rate confirmed pursuant to a cost of service analysis (COSA), the levels of
the given rate components are not, and are based on policy and legislative imperatives for rates
reflecting a conservation price signal.

5.2.2 Feasibility of Changes to the Rate Structure

As part of this report, the Commission directed FortisBC to comment of the feasibility of
changing the rate structure and/or the threshold.

It must be recognized that any change to the existing RCR would involve a trade-off between
conservation impact and customer bill impact. If the rate is changed to provide smaller bill
impacts to customers, conservation results will be lowered. Furthermore, as was clear from the
implementation of the RCR, any changes to the rate should be gradual in order to minimize bill
impacts.

Given the fixed cost of providing service to the residential class as a whole, as reflected in the
revenue requirement, there is also a trade-off in terms of bill impact between individual
customers within the class. Any change that benefits one group of customers will necessarily
have a negative impact on another group of customers. This division is generally between
levels of consumption. If a change is made to benefit higher consumption customer, lower
consumption customers will be impacted negatively and vice versa.

Once the acceptable level of conservation and/or customer bill impact is established, and the
tradeoffs previous mentioned are acknowledged, it is technically feasible for the Company
change a number of factors within the rate to achieve a particular result.

With that in mind, FortisBC provides the following comments on those options specified by the
Commission and a humber of other options available for consideration.

5.2.2.1 Changes to the Threshold Level

The Customer Billing Impact can be redistributed amongst customers by varying the amount of
consumption that is billed at the Tier 1 rate before the Tier 2 rate comes into effect. The
Company is aware that a change in the Threshold as a means to provide mitigation to billing
impacts has been suggested by customers, the media and local government representatives.
The rationale often cited for this proposal is to provide relief to those customers with electric
heat or without a readily available alternative for primary heating such as natural gas. However,
this solution is most often proposed in the absence of an understanding of how the various
components of the RCR are determined and may not yield the results that these parties seem to
expect. The reason for this is explained below.

The components of the RCR (Tier 1 Rate, Tier 2 Rate, Threshold and Customer Charge) are
interdependent. In other words, it is not possible to simply raise the Threshold without also
impacting the level of the Tier 1 and Tier 2 rates. In the aggregate, the RCR is required to be
revenue neutral to the flat rate. A change in any rate component results in a change to all the
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other rate components which leads to a different distribution of bill impact among customers, but
the overall impact is revenue neutral.

Overall class revenue is determined during the Company’s Revenue Requirement Application
process and the relationship between the allowed revenue and the rate components is
described by the formula:

Revenueciss = (Customer Charge x # of Bills) + (KWhgjoek 1 X Raterier 1) + (KWhgioek 2 X Rateqier 2)
Where kWhgeek 1 and kWhgeek 2 IS the total annual kWhs consumed at the Tier 1 and Tier 2 rates.

The total annual kWhs consumed at the Tier 1 and Tier 2 rates are determined by the level of
the threshold. Changing the threshold and maintaining revenue neutrality cannot be done
without changing the level of at least one of the rates. Changing the threshold and maintaining
both revenue neutrality and the Customer Impact criterion cannot be done without changing
both the rates. It follows that simply changing the Threshold in isolation cannot be done.

In terms of whether high consumption customers are better off with a higher or lower threshold,
the following results are indicated:

e A higher percentage of customers are negatively impacted as the threshold rises;

e There is an increase in the price of the Block 2 rate as the threshold increases;

e High consumption customers are generally worse of as the threshold increases. This is
due to their high number of kilowatt- hours that are billed at the tier 2 rate. The increase
in the tier 2 rate erodes the benefit of having more consumption in the first tier.

Moreover, given the revenue requirement and customer impact restraints, any impact,
regardless of direction is likely to be small in comparison to the overall bill.

5.2.2.2 Other Threshold Options

In Order G-127-13, the Commission directed that FortisBC provide input on the possibility of
setting a threshold based on:

e Household threshold
¢ Individual threshold (ie. AMI based)

Such a threshold would be set according to either the demographic make-up of the household
(number of residents, age, income or other), or by setting a threshold based on the consumption
level of the residence during some comparable previous period.

The Company supports the setting of rates based on the cost to serve customer segments with
identifiable and common load characteristics. There is not a sufficient variation in service cost
based on the demographic composition of a household upon which to further segment the
residential rate.
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An individual threshold approach is an attractive notion in that it recognizes a previous level of
consumption as a target on which to gauge the conservation efforts of individual account
holders. It does however provide a higher amount of lower cost power to customers with higher
levels of consumption and would not recognize previous, embedded conservation efforts. The
Company is concerned that providing different levels of access to Tier 1 priced power to
customers that lack distinguishing cost-based differences could be discriminatory.

Regardless, neither of these options is possible from a practical perspective. The billing system
cannot accommodate such a variation in Thresholds and the need to negotiate thresholds (or
explain why negotiation isn’t permitted) would be administratively burdensome and costly.

5.2.2.3 Changes to the Pricing Principle

“Pricing Principles” refers to the manner in which rate increases approved by the Commission
are applied to the individual components of the RCR.

The Pricing Principles that are currently in effect were established as part of Order G-3-12 and
are as follows:

a. The Customer Charge is exempt from general rate increases, other than rate
rebalancing increases;

b. The Block 1 rate is subject to general and rebalancing rate increases; and

c. The Block 2 rate is increased by an amount sufficient to recover the remaining
required revenue (i.e., the residual rate).

Historically, rate increases have been applied on an equal percentage basis to all rate
components. That is, if a 3% general rate increase was approved by the Commission; each
rate component would be increased by 3%. The effect of the Pricing Principle established by G-
3-12 is to create a deficiency in the revenue collected by the Customer Charge which is then
collected in the revenues that attract the Tier 2 rate. The impact of this is to increase the
percentage differential between the block 1 and block 2 rates with each rate increase thereby
increasing the impact of the rate on customers with consumption in the second tier.

This situation will occur until the rate increase exemption currently in effect for the Customer
Charge expires in 2015.

There are options for altering the Pricing Principle varying the relative impact on the rate
components, including:

1. Removing the Customer Charge exemption and applying rate increases equally across
all rate components;

2. Capping the Block 2 Rate at its current level and maintaining the Customer Charge
exemption and

3. Capping the Block 2 Rate at its current level and removing the Customer Charge
exemption.
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The impact of any of these changes is to reduce the price differential between the tier 1 and tier
2 rates. The current pricing principle will increase the block differential to close to 49% from its
current 47.1%.

Each of the different approaches above would decrease the differential from its current level.

Any change to Pricing Principle will result in impacts to customers that vary with consumption to
the benefit of some and the detriment of others. In general, a change to the pricing principles
that lowers the block differential will benefit high consumption customers and have a relatively
higher dollar positive impact to that small group of customers while resulting in a lower dollar
amount impact to a larger number of customers in the lower consumption ranges.

5.2.2.4 More Dramatic Changes to the RCR

The above options, changes to the threshold and pricing principles, would be considered by
FortisBC to be minor changes, or “tweaks” to the existing RCR.

In the alternative, the Commission could choose to explore a more dramatic change to the RCR,
either in the overall structure, or by effecting a larger change to the pricing of the rate.

A feasible option would be to compress the block price differential from its forecast 2014 level
of approximately 49% to a percentage such as 20% or 30%. This option is also feasible and
would reduce the magnitude of the billing impact for all customers relative to both the current
RCR and flat rate.

This more dramatic change to the current RCR would have a negative impact on conservation
greater than any of the smaller changes discussed previously.

The Company has estimated the bill impact of moving from the current RCR back to the flat rate
and for two rates where the block differential is compressed to 30% and 20% respectively.

The tables below provide a breakdown of the impact to annual customer bills broken down by
percentage of customers that would experience a given bill impact, and by the average bill
impact experienced by customers in a given consumption range.
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Table 13 Percentage of Customers by Bill Impact

Impact of Changing from the Current RCR

Relative Percentage| Back to the Toa Toa

Increase Flat Rate Compressed | Compressed
Rate (30%) Rate (20%)
Percentage of Customers

10to 15% 38%

5to 10% 19% 37%

0to 5% 13% 70.4% 34%

0to-5% 12% 28.7% 22%

-5t0-10% 10% 0.9% 8%

-10to -15% 6%

-15t0 -20% 2%

-20to -25% 0.4%

For example, in the table above, moving to a compressed rate with a 20% differential would
cause a 5% to 10% bill increase for 37% of customers.

Table 14 Average Bill Impact by Consumption Level

Impact of Changing from the Current RCR

To a To a
Back to the
Compressed | Compressed
Flat Rate
Rate (30%) Rate (20%)
Consumption Percent Average Bill Impact

120- 9,999 9.8% 3.1% 4.9%
10,000 - 19,999 0.3% 0.2% 0.3%
20,000 - 29,999 -9.6% -2.8% -4.7%
30,000 - 39,999 -14.3% -4.1% -6.9%
40,000 - 49,999 -17.1% -4.8% -8.1%
50,000 - 59,999 -18.9% -5.3% -8.9%
60,000 - 69,999 -20.1% -5.6% -9.4%
70,000 - 79,999 -21.0% -5.8% -9.9%
80,000 - 89,999 -21.6% -5.9% -10.1%
90,000 - 99,999 -22.3% -6.1% -10.4%

For example, in the table above, moving to a compressed rate with a 20% differential would
cause customers in the 120 — 9,999 annual kWh consumption range to experience an average

bill increase of 4.9%.
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It is clear from these results that any move away from the current RCR provides a benefit
primarily to a relatively small percentage of customers at the upper end of the consumption
spectrum.
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6. CONCLUSION

Changes to the current RCR can be made. However, there is no one solution that appears as
an obvious option. Any RCR that is put in place, whether by small adjustments or more
dramatic changes will create winners and losers relative to both the flat rate and the existing
RCR.

There are trade-offs between conservation and bill impact, or trade-offs between customers with
different consumption characteristics. All of these issues must be considered if a change to the
RCR is to be the subject of a regulatory process led by the Commission. None of the possible
changes have any impact on the revenue of approved return of FortisBC.

6.1 REVENUE NEUTRALITY

All utility rates are designed to collect the amount of revenue approved by the Commission
through the examination and regulatory process associated with the Revenue Requirement
Application filed by the Company. For each class of customers, the rates are determined in
consideration of the amount of load that is forecast to occur over the course of the year.

In the case of the residential rates, the Company determines the flat rate based on the forecast
load and number of anticipated bills to be sent out, which determines the revenue collected via
the Customer Charge. For the RCR, the same basic process is followed except that an
additional forecast must be made of the amount of load that will be billed at the Tier 1 and Tier 2
rates. Both the flat rate and the RCR are design to collect the same amount of revenue were it
the only rate in effect, and as such are said to be revenue neutral to each other.

Actual revenues collected by the Company can vary from the forecast for a number of reasons
that are common to most classes. Both the load and number of customers can vary from the
forecast amounts. As well, the amount of capacity versus energy can vary for those classes
that are billed on capacity, and for classes where there are tiered rates such as commercial and
residential classes, if the percentage of load that occurs in each block is different than that
assumed when the rate is designed, all else equal, an over-collection or under-collection of
revenue as compared to the forecast may occur.

Since it is not practical to adjust rates in response to variances during the year, rates are
typically set once and stay in place for the entire year. |If there is a variance between the
forecast and actual revenue during the year it is captured in a Revenue Variance Deferral
Account and is either returned to or collected from customers through an adjustment to rates in
subsequent years. These fluctuations will vary from year to year and for residential load are
especially sensitive to weather.

While customers may express a concern that the RCR is a means to collect more revenue than
approved by the Commission, this concern is unfounded.
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For the report period, residential load was approximately 7% lower than forecast, and revenue
collected was about 4.5% below the forecast level. This load related shortfall in revenue was
mitigated somewhat by a higher than forecast percentage of load billed at the block 2 rate. The
revenue variance was about 1% of sales on a flat rate basis which is well within acceptable
variances normally associated with load forecasts. While the higher than expected block 2 load
resulted in a positive revenue variance it is minor to the extent that the Company can confirm
that the RCR is revenue neutral to the flat rate against which it is designed. No action in
addition to the variance flow-through is being contemplated by the Company.
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SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, BC CANADA V6Z 2N3
TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

Log No. 44584

ERICA HAMILTON
COMMISSION SECRETARY
Commission.Secretary@bcuc.com
web site: http://www.bcuc.com

ViAa EMAIL
electricity.regulatory.affairs@fortisbc.com August 23, 2013

Mr. Dennis Swanson

Director, Regulatory Affairs
Regulatory Affairs Department
FortisBC Inc.

Suite 100, 1975 Springfield Road
Kelowna, BC V17 7V7

Dear Mr. Swanson:

Re: FortisBC Inc.
Terms of Reference for Residential Inclining Block Rate Evaluation Report

The Residential Inclining Block (RIB) Rate was implemented on July 1, 2012 in accordance with Commission Order
G-3-12. Since the introduction of the new rate, the Commission received a significant number of complaints
regarding the new rate structure. Given the significant number of complaints, the Commission determined that a
preliminary review of the RIB Rate should be conducted by FortisBC. Accordingly, please find Commission Order
G-127-13 enclosed.
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SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, BC V6Z 2N3 CANADA

BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-127-13

TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

web site: http://www.bcuc.com

IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473

and

FortisBC Inc.
Terms of Reference for Residential Inclining Block Rate Evaluation Report

BEFORE: L.F. Kelsey, Commissioner

C.A. Brown, Commissioner

N.E. MacMurchy, Commissioner August 22, 2013
B.A. Magnan, Commissioner

D.M. Morton, Commissioner

R.D. Revel, Commissioner

C. van Wermeskerken, Commissioner

ORDER

WHEREAS:

A

On March 31, 2011, FortisBC Inc. (FortisBC) filed an application for approval of a Residential Inclining Block (RIB)
Rate (Application) to the British Columbia Utilities Commission (Commission) pursuant to sections 58 to 61 of the

Utilities Commission Act;
On January 13, 2012, the Commission issued Order G-3-12 which directed FortisBC to:

1. Implement a RIB rate consisting of four components: a customer charge, a threshold and two block rates;
2. Implement this RIB rate as soon as is reasonably practicable, and by no later than July 31, 2012;

3. Apply the following pricing Principle to future rate increases for the years 2012 to 2015:

a. The Customer Charge is exempt from general rate increases, other than rate rebalancing increases;
b. The Block 1 rate is subject to general and rebalancing increases; and
¢. The Block 2 rate is increased by an amount sufficient to recover the remaining required revenue (i.e., the

residual rate);

4. Apply the RIB rate on a mandatory basis to all residential customers with the exception of those taking
service at a Time of Use rate at the time Order G-3-12 was issued.
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5. Provide a RIB Rate Evaluation Report (Report);

6. Establish a control group in conjunction with the introduction of the RIB rate to develop elasticity data for its
own customers;

The RIB Rate was implemented on July 1, 2012, in accordance with Order G-3-12. FortisBC renamed the RIB rate
to the Residential Conservation Rate (RCR) upon implementation;

Since the introduction of the RCR by FortisBC, the Commission has received a significant number of complaints
regarding the new rate structure. During the period July 1, 2012-June 30, 2013, the Commission received 149
complaints regarding FortisBC's RCR.

Based on the complaints received the Commission believes certain action must be taken.

NOW THEREFORE the Commission pursuant to section 83 of the Utilities Commission Act orders as follows:

1.

FortisBC must file a preliminary Residential Conservation Rate Evaluation Report (Report), covering the period
from the date of implementation to July 31, 2013.

The Report should provide the utility, the Commission and the interveners the opportunity to evaluate the
effectiveness of the Residential Conservation Rate (RCR) program, in particular with respect to its impact on
conservation. This Report will assist the Commission to determine if any further action is warranted on this
matter. The Report is to include, but not be limited to, the following:

a. The energy consumption reductions achieved;

b.  Whether the consumption reductions persist or are temporary;

¢. How the rate design impacts electric heat customers including how has the rate impacted customers that
use alternative heating/cooling systems such as heat pumps (geothermal/air source), if available;

d. Evaluate the impact the rate is having on customers that have no access to natural gas;

e. The resulting cost implications to the utility including the resulting change in revenue earned to the
utility {is the rate revenue neutral?);

f.  Provide an evaluation of the feasibility of changing the rate structure and/or the threshold. Potential
options to be evaluated include:
e Threshold set too high or too low
Household threshold
Individual threshold (i.e. AMI based)
Other;
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g. Provide an evaluation as to how the rate structure works with the Equal Payment Plan and indicate what
action FortisBC is taking to ensure estimated bills are accurate;

h. Overall impact on customers due to the introduction of the RCR:
e Percentage who have seen their bills decrease, by how much?
e Percentage who have seen their bills increase, by how much?

* How many customers have taken advantage of the Residential Demand Site Management
Reduce Your Use program, which was introduced in 2012 to coincide with the introduction of
the RCR?

e Comparison of the actual impacts of the RCR versus anticipated impacts. Please indicate if any
lessons were learned on this matter.

2. Where reasonable, the Report must include:

a. A summary analysis of the full long-run marginal cost to acquire energy from new resources, including
the long-run marginal cost to transport and distribute that energy to the customer, and how that cost
compares to the Block 2 rate;

b. The combined effect of integrating Time of Use and RCR rates on the conservation achieved by the RCR,
should that information be available;

¢. Anupdate of the Conservation Potential Review and report on the potential effects of interaction
between RCR rates and Demand Site Management targets;

d. Comparison of energy usage of indirect customers with the energy usage of direct customers;

e. An analysis of the potential effect of a two-tier wholesale rate on the consumption of its wholesale
customers.

3. The Report is to be filed with the Commission by no later than October 31, 2013.

]
F e

DATED at the City of Vancouver, in the Province of British Columbia, this f‘i ~  day of August 2013.
BY ORDER

D.M. Morton
Commissioner

Orders/G-127-13-FBC RIB Rate Report
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SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, BC V6Z 2N3 CANADA
web site: http://www.bcuc.com

BRITiISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-153-13

TELEPHONE: (604} 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604} 660-1102

IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473

and

FortisBC Inc.
Terms of Reference for Residential Inclining Block Rate Evaluation Report

BEFORE: L.F. Kelsey, Commissioner
September 18, 2013
ORDER
WHEREAS:
A. On March 31, 2011, FortisBC Inc. (FortisBC) filed an application for approval of a Residential Inclining Block

(RIB) Rate {Application) to the British Columbia Utilities Commission (Commission) pursuant to sections 58
to 61 of the Utilities Commission Act;

On January 13, 2012, the Commission issued Order G-3-12, which directed FortisBC, amongst other things,
to implement a RIB rate consisting of a customer charge, a threshold and two block rates by no later than
July 31, 2012, and to provide the Commission with a RIB Rate Evaluation Report (Report);

The RIB Rate was implemented on July 1, 2012, in accordance with Order G-3-12. FortisBC renamed the RIB
Rate to the Residential Conservation Rate (RCR) upon implementation;

On August 22, 2013, the Commission issued Order G-127-13 directing FortisBC to file a preliminary RCR
Evaluation Report (Report) due to a significant number of complaints received by the Commission regarding
the RCR;

On September 11, 2013, the Commission received a letter from FortisBC requesting a variance to Order G-
127-13. FortisBC requested that Directive 1 be modified so the Report covers the period from the date of
implementation to June 30, 2013, instead of July 31, 2013, to allow for comparative reporting;

The Commission considers the requested change is warranted.
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NOW THEREFORE, the Commission pursuant to section 99 of the Utilities Commission Act, orders as follows:
1. FortisBC Inc. must submit to the Commission a preliminary Residential Conservation Rate Evaluation
Report as directed by Order G-127-13. The report will include data from the date of implementation to
June 30, 2013. For comparability purposes, data from the month of July 2013 is no longer required in
the Report. All other directives made by Order G-127-13 remain in effect.

The Report is to be filed with the Commission by no later than October 31, 2013.

DATED at the City of Vancouver, in the Province of British Columbia, this /g‘% day of September 2013.

BY ORDER

L. F. Kelsey
Commissioner

Orders/G-153-13_FBC_RCR_Report_Date_Variance
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Consulting

Elasticity and Savings Estimates

Introduction

A key driver for the RCR is the conserving energy through reductions in use related to
the higher block 2 rate. Customers have two types of responses to prices. The first
type of response is behavioral and includes actions such as turning off lights or
adjusting the thermostat. The second type of response is related to appliance choice
and other types of measures within the home such as weatherization. At this point the
RCR has been in place for slightly more than a year, with the study period of this report
covering 12 months. Because of this short time frame, it is expected that most of the
response would be behavioral as there is not time for a large amount of appliance
replacement or other structural changes. This short-term response may not be
representative of the long-term response to the rates. In addition, it is often seen that
there is a rebound effect with the short-term behavioral changes as customers tire of
the lifestyle changes required. While the response over the Report Period will provide
useful information; it is premature to determine the long-term impacts associated with
the RCR.

Elasticity is the standard measure of the customers’ response to changes in price. The
elasticity indicates the percent change in consumption associated with a 1 percent
change in the price. Elasticity numbers are usually negative as an increase in price
leads to reduced consumption. In the original RIB Application proceeding, a range of
elasticity values was used due to the uncertainty associated with a new rate that had
not previously been applied within the FortisBC service area. While BC Hydro
implemented its RCR prior to the FortisBC RCR, there still was not enough time for a
full evaluation of the BC Hydro impacts at the time FortisBC was evaluating its options.
For the FortisBC RIB application it was assumed that customers in the lower block
would have a lower elasticity level than customers in the upper block. This reflects the
fact that consumption in the lower block was more likely to be used for necessities
than for discretionary use, and that the price change for the lower block was less
significant than for the upper block.

As the lower block rate of the RCR would actually be less than the flat rate, the lower
block elasticity reflected an increase in consumption for those customers consuming in
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the lower block. This increase would then be offset by the decline in usage for
customers in the upper block as they would see a significant price increase.

Three different scenarios were used for elasticity with the following combinations of
lower block/upper block elasticities: -0.05/-0.10, -0.10/-0.20 and -0.20/-0.30.

Methodology

To develop the observed elasticity values, regression analysis was used to develop the
statistical relationship between consumption and electric prices. For consumption, the
average use per customer was used as it excluded load growth due to new customers
and better reflected the impact on a typical residential customer. The price used in
the regression analysis was the marginal price paid for each kWh. In the case of block
1 usage, the marginal price was the block 1 energy rate. For customers with any usage
in block 2, while the block 1 rate was paid for a portion of the bill, the marginal price
was the block 2. The marginal rate is the amount paid for the incremental or
decremental amount of electricity used. Prior to the RCR the flat energy charge was
the marginal price. FortisBC assembled a Control Group at the time of RCR
implementation to aid in determining the impacts associated with the RCR. This
Control Group faced rates that were flat but designed to be equivalent to the RCR.

Because price is not the only factor that affects the consumption level, both heating
degree days (HDD) and cooling degree days (CDD) were included to reflect weather
impacts. Income levels were also considered as a potential factor influencing
consumption. Finally, the demand-side management (DSM) programs employed by
FortisBC also have an impact on consumption levels that is distinct from the price
impact associated with RCR.

Data Collection and Analysis

In order to examine the elasticity impacts, as well as the many other factors
surrounding RCR impacts of interest to the Company and the Commission, it was
necessary to collect residential billing data and parse it into many different groupings.
The data that was collected was used for the regression analysis as well as for other
comparisons. Data was generated for a three year-period starting in July of 2010 and
ending in June of 2013. The data included one year with the RCR in place and the prior
two years.

FortisBC has four non-TOU residential rate groups. Rate RSO1 and RSO1A are both
served under the RCR; however, RSO1A customers have requested monthly bills.
While bills are sent out each month to these customers, the meters are only read on a
bi-monthly basis, with estimates provided in between meter reads. RS01 customers
have the standard bi-monthly billing. The RS02 group contains customers that are
served on a voluntary time of use (TOU) rate and are not subject to the RCR structure.
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Data for these customers was not included in the analysis. The final group represents
the customers that were randomly selected to be in the Control Group at the time of
the RCR implementation. These customers are served under Schedule RSO3 which is a
flat rate set at a rate equivalent to the RCR. For the conservation analysis of the 2012-
2013 Report Period, billing data was collected from 83,425 customers in the RSO1
group, 14,235 customers in the RSO1A group and 185 customers in the RSO3 Control
Group.

While FortisBC does not collect data on the heat source for all of its customers, this
data was collected from the Control Group to allow for better comparison data. In the
2009 Residential End-Use Study (“REUS”), FortisBC completed a survey of
approximately 900 customers that included classification by heating source. Data from
this survey, along with the associated consumption data for this group, was used
extensively within the RIB application. This Survey Group was used in the current
evaluation to determine the separate impacts on those customers with and without
electric heat. Billing data for the three-year period was collected from this group,
however, only those customers that had information for all three years were included.
The resulting number of customers in this group was 687. Note that these customers
included customers from both the RS01 and RSO1A groups. None of these customers
were in the Control Group.

The Commission also requested that FortisBC look at the impacts of the RCR on
customers that do not have access to natural gas. FortisBC was able to collect data
from the portions of its service area that does not have natural gas available, including
16,799 customers. Again, customers in this group included those from both the RS01
and RSO1A groups. While the Control Group is separate and distinct from all other
customers, both the Survey Group and no gas availability group were also included in
the total RCR group.

In all cases, the analysis of bills and average amounts refers to a two-month billing
period. While data is collected for every month, each month’s average reflects two
months of kWh sales. Similarly, the threshold for the block 1/block 2 split is based on
1600 kWh for a 2-month billing period. All of the Control Group customers included
were billed on a bi-monthly basis and therefore no adjustments were needed for that
group’s data. For all other groups there were a combination of the customers in the
RSO1 class that were billed bi-monthly and customers in the RSO1A class that were
billed monthly. For the RSO1A customers, the monthly data was collected and it was
split between block 1 and block 2 on a monthly threshold of 800 kWh. Since the usage
in each month reflected only a month’s worth of kWh, the average billing amount
when the group was combined was doubled to reflect a two-month cycle. When
combining the monthly and bi-monthly customers, this adjusted average was used.
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A further adjustment was made to standardize the number of days in the billing cycle.
Along with kWh use the number of days for each bill was collected with the data. In
particular, the Control Group had an abnormally low number of days for the first billing
period of June 2012 when the Control Group customers were transferred to the RS03
rate in the middle of a typical billing cycle. There were also numerous cases of
individual bills where the billing cycle was abnormal due to various circumstances. An
adjustment was made when calculating the average amounts for each month and for
each group of customers by taking the average use per customer divided by the
average of the number of days included in the billings and then multiplied by the
standard number of days for the two-month period. This adjustment allowed the
average numbers to be compared on an equal footing without being impacted by
variations that might have occurred in the billing days. All of the analysis was
performed on the adjusted amounts.

The following shows the monthly average usage (adjusted for number of days) for the
four main groups included in the analysis. The time period shown is July 2010 through
June 2013. The bi-monthly usage follows a typical seasonal shape with much higher
average kWh use per bill in the winter months. The winter usage for the group with no
gas availability is higher than for all customers, which is the expected result as they
would be more likely to have electric heat. The Control Group also has higher usage in
the winter for the first two years, before the RCR was implemented.

Chart A — Monthly Average Usage by Group
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In addition to the main groupings, there were numerous splits of data used to provide
more specific comparisons. For the Control Group and the Survey Group, customers
were also split between whether or not they had electric space heating. There was
also a portion of the Control Group that was also in the no gas availability group (42
customers). Billings were also split into several size categories. Bills were first split
between block 1 (up to 1600 kWh) and block 2 (over 1600 kWh). Then each of those
groups was split again. Block 1 bills were split into a group of 20-800 kWh and 800-
1600 kWh. Block 2 bills were split into a 1600-3200 kWh group and an over 3200 kWh
group. Note that bills with less than 20 kWh were excluded from the analysis because
they typically represented customers with abnormal bills due to service termination.
Customers in this category would also not be likely to have a price response as they
would primarily see the customer charge.

It must also be noted that for the regression analysis the average use data was based
on the billings within a month, and not the totals for one customer for the year. For
example, one customer might have some bills in the block 1 category and some bills in
the block 2 category. The number of bills in the various usage categories therefore
differed among the various months. And the bills in block 2 included both block 1 and
block 2 usage for the billing cycle, however, the marginal price seen in that case would
be the block 2 rate. Other places in this report do provide calculations of total kWh
billed at the block 1 rate vs. the amount billed at the block 2 rate, or the number of
customers facing block 2 anytime during the year.

Regression Analysis Assumptions and Methodology

To determine the elasticity associated with the introduction of the RCR, a regression
analysis was conducted. The regression compared the average use per customer by
month for the three-year period against the marginal price of electricity, along with
other relevant variables. In order to determine the best fitting regression, many
different combinations of variables were used. It is common practice to use an In-In
transformation to derive elasticity values. What this means is that the natural log (In)
of both the average use and the marginal price were used, with the resulting price
coefficient being the elasticity value.

The y-variable used for the average usage per customer included the average for the
block 1, block 2 and Control Groups. Because each of these groups faced different
prices, they had to be separated out for the regression analysis. In all cases the usage
was adjusted for the standard number of days.

The primary x-variable for the regression was the marginal price that corresponded
with each group. All three groups faced the same flat energy price prior to July of
2012. Once the RCR was implemented the block 1 group faced the block 1 rate, the
block 2 group faced the block 2 rate, and the Control Group faced the flat RSO3 rate.
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Average rates for each group were also calculated by dividing revenues by the kWh for
the group. While this was looked as an alternative, it was not the best theoretical
alternative and it also did not yield the best results. The marginal rates were adjusted
from nominal to real values using the monthly CPI for British Columbia. They were
further adjusted to reflect a lag of two months as the usage in a particular billing cycle
would include kWh from the two months prior. The lagged price therefore reflects the
price in place at the time the kWh was consumed.

Actual rates in place for each month can be found in the following chart.

Chart B — Monthly Rates for Flat Rate and RCR Rates
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The following chart shows the average usage per customer compared to the marginal
cost of power in block 2, adjusted to real terms. The marginal rate has been adjusted
to a scale comparable to the average usage so they can be compared on the chart. In
real terms, the rate was relatively flat prior to the introduction of the RCR. Average
usage in the summer months did not decline with the introduction of the RCR,
however you can see a drop in the average use for the 2012-2013 winter season.
However, you can also see a drop in winter usage during the previous years. The drop
across all three years is due in part to the fact that the annual HDD dropped over the
three year period and FortisBC had conservation savings associated with the dollars
spent on its residential DSM programs. While this chart is somewhat helpful, the more
rigorous regression analysis that can account for HDD and conservation savings is a
more reliable indicator of price response.
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Chart C — Monthly Average Usage compared to Real Rate Block 2
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Other x-variables included in the regression analysis were the heating degree days
(HDD), cooling degree days (CDD), average income per capita, and spending by
FortisBC for DSM programs.

HDD and CDD are generally used to reflect weather conditions as they are a better
measure of heating and cooling use than the average temperature alone. The HDD
and CDD data was based on the Climate Canada data for Penticton. Because the
FortisBC service area is relatively homogeneous in terms of weather, the Penticton
Station is used as the standard location and no further regionalization is needed. The
following chart shows the HDD and CDD for the three year period.
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Chart D — Monthly HDD and CDD for Penticton, BC
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While each of the three years has a peak month HDD of roughly 600, the graph does
not really show the overall annual differences very well. The total HDD for the three
years are 3418 in 2010-2011, 3409 in 2011-2012 and 3125 in 2012-2013. The first two
years are fairly similar; however, year 3 is 8% lower than the previous two years. As
this is the first year of the RCR, it is important to separate out the impacts of the lower
HDD and the higher block 2 marginal rate.

Because the billings in each month reflected kWh consumption that actually occurred
in past months, the HDD and CDD used for the regression analysis were weighted
averages. The weighting included 25% for the current month, 50% for the previous
month and 25% for two months prior. This is a standard approach used for bi-monthly
billings as it reflects when the usage occurs given that billing is done across all of the
days in @ month. For example, a customer with a June 1 meter reading would have
usage from April and May. A customer with a June 15 meter reading would have
usage from the latter half of April, May and the first half of June. In the regressions
attempted the weighted HDD and CDD provided a much better fit than the
unweighted amounts. Both the weighted HDD and CDD provided a strong statistical
significance, as was expected.

Average income per capita was explored as a variable as it generally is expected that as
income increases the use of electricity would also increase. It was also adjusted based
on the CPI to reflect real values. In the regressions completed, the income variable did
not provide a statistically significant match. This is likely due to the fact that incomes
rose over the three-year period as did the marginal price. This correlation between
these two variables made it difficult to determine the impacts of each factor and
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resulted in neither factor being statistically significant when they were both included.
As price was the main focus of this evaluation, and because it provided a better fit
when used independently than was found when income levels were included, income
per capita was not retained as a variable. Once a longer period of RCR rates has
transpired, the income variable might become more of a factor.

DSM spending in each year was also considered as a variable as there is a certain
amount of kWh savings that is related to the conservation measures implemented by
the utility. It would be inappropriate to equate all of the conservation over the three-
year period to price alone as the DSM program is designed to capture customer
savings through the payment to customers for DSM measures. It should also be noted
that there would be some natural conservation occurring due to changes in appliance
standards and building codes. FortisBC’'s DSM program was in place for all three years
included in the analysis, however, spending amounts and the corresponding kWh
savings increased over the three year period. As with the income variable, the DSM
spending amounts were highly correlated with the marginal prices. This made the
DSM spending variable not statistically significant when combined with prices.
Because this approach did not yield reasonable results a different approach was
required.

FortisBC provides estimated DSM savings along with capital budgets, and this savings is
incorporated with its load forecasts so that the projected loads can be seen before and
after expected DSM amounts. Based on these estimates, the percent savings due to
programmatic DSM were calculated for use in this study. To separate out the
programmatic DSM from the price response, the expected percent savings were added
back in to the average use per customer amounts used in the regression analysis. The
average percent savings for each year was assumed to occur in July of each year and
the percent was smoothed out to reflect the fact that spending and savings ramp up
from the beginning to the end of each year. While the marginal rate variable was
statistically significant in cases before and after the DSM savings were accounted for,
the higher savings attributed to price without incorporating the programmatic DSM
would lead to misleading results. Therefore the average use per customer prior to the
DSM savings estimates were used in the final regression analysis.

Regression Analysis Results and Elasticity Estimates

The regression analysis completed considered many different combinations of
variables in order to find the best and most appropriate fit for establishing the price
response seen from the RCR implementation. The final results selected were based on
three different regressions.

The first regression was based on the bills that were less than 1600 per two months
and completely within block 1. Average usage was adjusted for a standard number of
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days and represented usage before any of the programmatic DSM savings. This was
compared to the CPl-adjusted marginal rate for those customers within block 1, lagged
by two months. An In-In transformation was used for both the average use and the
marginal price. The weighted HDD and CDD variables were also included. The
following shows the key parameters of the regression.

Table 1 — Results of Regression 1

Block 1 usage versus real marginal rate for block 1 with In-In transformation

R Square 0.4420
Adjusted R Square 0.3897
Coefficient t statistic

Intercept 6.56 24.57
Real Marginal Rate

Block 1 Lag2 -0.078 -0.71
Weighted HDD 0.00021 4.81
Weighted CDD 0.00086 2.73

The R Square provides a measure of the overall fit of the regression. The closer to
100%, the better the fit. In this first regression the R square is below 50% and would
not be considered a very good fit. The second key indicator to examine is the t statistic
for each of the variables. At statistic of 2 or more generally indicates that the variable
is statistically significant. In this case the intercept, HDD and CDD all have a sufficient t
statistic. The marginal price of electricity has a low t statistic and would not be
considered statistically significant. We therefore do not have any evidence of a
response to the RCR for months where the bill is completely within block 1. These
results are not unexpected as the lower consumption level is likely for uses that are
more necessary and less elastic.

The RIB application assumed elasticity values for block 1 ranging from -0.05 to -0.20,
although these assumptions were not based on any FortisBC-specific findings. While
not a significant value, the regression does yield an elasticity of -0.78, which is on the
lower end of the range. However, the lack of significance would indicate an elasticity
of 0. Also, because these findings would reflect a short-term elasticity, we would
expect a higher number over the long term as customers have a chance to change
their appliance mix. Based on these preliminary results we would estimate a short-
term elasticity range of 0 to -.078 and a long-term elasticity range of 0 to -0.10, which
is lower than the original assumptions.

The second regression was based on the bills that were greater than 1600 per two
months and had some usage within block 2, facing a higher rate. Average usage was
adjusted for a standard number of days and represented usage before any of the
programmatic DSM savings. This was compared to the CPl-adjusted marginal rate for
those customers within block 2, lagged by two months. A In-In transformation was
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used for both the average use and the marginal price. The weighted HDD and CDD
variables were also included. The following table shows the key parameters of the

regression.

Table 2 — Results of Regression 2

Block 2 usage versus real marginal rate for block 2 with In-In transformation

R Square 0.9229
Adjusted R Square 0.9157
Coefficient t statistic

Intercept 7.61 73.41
Real Marginal Rate

Block 2 Lag2 -0.086 -1.95
Weighted HDD 0.0009 16.71
Weighted CDD 0.0021 5.68

In this block 2 regression, the R Square was over 90%, indicating a good fit. All of the
variables yielded a t statistic over or very close to 2, indicating that they were
statistically significant. The coefficient for the marginal rate resulted in an estimated
elasticity of -0.086 for the period in question. Because the RCR had only been in effect
for a year, this would be considered a short-term elasticity as it would likely only
reflect behavioral changes as there was not sufficient time for much appliance change
among customers.

These results compare to the original block 2 assumption of -0.10 to -0.30, which were
provided in the RIB application. The actual results are lower than what was assumed,
leading to a reduction in the assumed values. While the short-term elasticity is
measured at -0.086, we would predict the long-term elasticity to be in the range of -
0.086 to -0.20. While the long-term number is expected to be higher than the short-
term value due to appliance changes, this may be offset somewhat by the rebound
effect where customers tire of behavioral changes.

The third regression represents the Control Group that continues to pay a flat rate for
electricity. It was based on the bills for all of the 185 customers in the Control Group.
Average usage was adjusted for a standard number of days and represented usage
before any of the programmatic DSM savings. This was compared to the CPl-adjusted
marginal rate under RS03, which does not incorporate the RIB differential, lagged by
two months. A In-In transformation was used for both the average use and the
marginal price. The weighted HDD and CDD variables were also included. The
following shows the key parameters of the regression.
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Table 3 — Results of Regression 3
Control Group usage versus real marginal rate for flat rate with In-In transformation

R Square 0.17
Adjusted R Square 0.07
Coefficient t statistic

Intercept 7.17 2.59
Real Marginal Rate

Lag2 -0.078 -0.07
Weighted HDD 0.00100 2.20
Weighted CDD 0.00411 1.33

As with the block 1 group, the results for the Control Group have a low R Square result
and the marginal rate does not show up as a statistically significant variable. In this
case, the marginal rate has very little change in real terms over the three-year period
and therefore it is expected that there is little or no measurable change in
consumption for this group.

Again, the resulting coefficient was reasonable at -0.078, which is consistent with the
block 1 and block 2 results, however, we have no statistical evidence that it is greater
than 0. Because the Control Group does not face the higher block 2 rate in any case,
we would not expect to see a change in consumption due to the RCR.

To examine the impacts on FortisBC customers that used electric heat and for those
that did not have access to natural gas, regressions were also completed for those
groups. While the results were not strong and would not be considered statistically
significant, the results are informative. For the electric heat customers, the regression
looked at the Survey Group block 2 average consumption for those customers with
electric heat as their primary source. The R square for the regression was about 60%
and the t statistic on price was about 1.5. The resulting elasticity was -0.30. For the
customers without access to natural gas, the regression looked at the block 2 average
consumption for all of those customers. The R square for the regression was only
about 40% and the t statistic on price was about 1.0. The resulting elasticity was -0.23.
While it would not be appropriate to use these as measured results, they are
consistent with expectations that the price response would be much greater for
customers that have electricity as their heat source.

Resulting RCR Savings

In the RIB Application, FortisBC provided a range of elastic and related savings
associated with the proposed rate. Based on the rate structure that was adopted, the
total savings for the class was estimated as follows:
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Table 4 — Original Estimate of RCR Savings
Low Case Medium Case High Case

Block 1 Elasticity -.05 -.10 -.20
Block 2 Elasticity -.10 -.20 -.30
Residential % 1.9% 3.7% 5.5%
Savings

GWh Savings 19.7 38.4 57.0

The residential savings percentages provided in the application are the combined
impacts associated with block 1 and 2. To derive the corresponding GWh savings
amounts these percentages were applied to the actual 2011-2012 GWh for the
residential class. This year was used as it would reflect the consumption prior to the
implementation of the RCR rates. Resulting savings were estimated to be in the range
of 19.7 to 57 GWh for the first year of implementation.

Based on the preliminary elasticity estimates found in the regression analysis, updated
savings found as a result of the RIB can also be determined. Because the elasticity
values were based on the kWh for all bills that had any usage in block 2, they must be
applied to that same metric to determine the GWh savings. The percent increase in
rates was based on the difference between the current block 2 rate and the current
RSO3 flat rate. Table 5 provides the results based on the measured elasticity of -0.086
and the new upper end value of -0.20.

Table 5 — Updated Estimate of RIB Savings

Measured Amount Upper End
Block 2 Elasticity -0.086 -0.20
% Price increase 32% 32%
Resulting % Savings on 2.8% 6.4%
Block 2
2011-2012 GWh in block 2 818.3 818.3
Estimated GWh Savings 22.5 52.4

These results show a range of savings from 22.5 to 52.4 GWh. The measured savings is
within the range of the original estimate, but is on the low side. With the new upper
end estimate, the value fall within the original range of savings, however, the range is
now not as wide as originally thought. This is an expected result as the impact of
calculating elasticity values is to provide a greater level of certainty, which results in a
narrower range.

For comparison purposes, the savings expected from FortisBC’s DSM programs are 30
GWh for 2013 and 42 GWh for 2014. Given that the annual load growth in system
energy is forecast at 50 GWh for 2013 to 2014, the RCR savings reflect about one half
of annual load growth in the short term and one full year of load growth in the long
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term. When compared to the overall system rather than just the residential block 2
GWh, the estimated savings are in the range of 0.7% to 1.5% of total system energy.

Comparison of Average Usage Data

The data collected for use in the regression analysis is also useful in making
comparisons between the various groups.. As discussed, the usage data was broken
down between multiple groups and by the level of consumption in each billing period.

The key comparison to consider in looking at usage reductions due to the RCR rate
alone is the Control Group vs. the group with all customers. The following chart shows
a visual comparison of average usage per customer for the various customer groups
and across the three years.

Chart E — Comparison of Average Annual Usage by Group
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Table 6 below also compares the average annual usage for each of the three years in
tabular form with percent differences. As the table shows, the usage for the all
customer group is 6.6% below the Control Group for the 2012-2013period when the
RCR was first implemented. While on the surface this would appear as if this level of
savings was achieved in response to the RCR rates, the table also shows that the all
customer group was less than the Control Group by nearly 1% in the first year and
nearly 2% in the second year. For that reason, the savings due to the RCR alone are
more likely to be much lower than 6.6%.

In addition, it can be seen that while the all customer group sees a decline in kWh use
each year, that decline is not much greater in 2012-2013 than it was in 2011-2012.
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Given that some of the savings is related to programmatic DSM savings, and that the
HDD in 2012-2013 was 8% lower than in the previous year, the reduction in usage of
5.4% from the previous year is not all related to the RCR rate.

While the comparisons in this table are useful, a better accounting of the price
response can be found in the regression analysis which can account for these non-

price factors.

Table 6 — Comparison of Average Use by Category

2010-2011 2011-2012 2012-2013
Average Annual Use
Control Group 2,207 2,119 2,108
All Customers 2,186 2,081 1,970
Survey Group 2,058 1,982 1,874
Percent Difference
All Customers vs. Control Group -0.9% -1.8% -6.6%
Survey Group vs. Control Group -6.7% -6.4% -11.1%
Survey Group vs. All Customers
Group -5.9% -4.7% -4.8%
Year-to-Year Percent Difference
Control Group -4.0% -0.5%
All Customers -4.8% -5.4%
Survey Group -3.7% -5.4%

Also included in Table 6 is a comparison to the Survey Group. The Survey Group was
included in the analysis primarily because it provides a breakdown of electric vs. non-
electric heat customers that is not available for the all customer group. While the
Survey Group faced the same RCR rates as the all customer group, the average usage
was significantly lower. For this reason we would not consider the Survey Group to
still be representative of all customers, however, it still is useful in looking at the
impacts on different types of heating customers.

Table 7 shows the distribution of bills for the year in each usage category for each of
the three customer groups. This reflects the number of bills in each category as
opposed to the kWh that fall within the category. In all cases roughly half of all bills for
the year are in block 1 and the other half are in block 2. Of course these numbers
differ when looked at on a seasonal basis.

For all three groups, the number of bills in block 1 increases over the three years, while
the number of bills in block 2 declines. This decline is more pronounced between
years 1 and 2 than it is in year 3 when the RCR rates are adopted. In all three years,
the Control Group has a higher percent of bills in the block 2 category, but that percent
of bills declines from 51% to 49% in 2012-2013 despite the fact that they do not face
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RCR rates. The Survey Group has a similar split between block 1 and block 2 as seen in
the all customer group. However, they have fewer bills in the tail end categories of 20-
800 kWh and over 3200 kWh.

The table also shows the percent of kWh that occurs for all of the bills that have some
usage in the block 2 category. Note this does not reflect the percent of kWh billed at
the block 2 rate. For kWh, the totals in this category are in the 75-80% range. As with
the number of bills, the percent of kWh in the block 2 category has declined over the
three-year period. It is likely that some of this is related to HDD and programmatic
DSM savings, and not all of the shift in kWh usage can be attributed to the RCR rate.

Table 7 — Distribution of Bills and kWh by Usage Category

Percent of Bills Percent of kWh
2010-11 | 2011-12 | 2012-13 | 2010-11 | 2011-12 | 2012-13
All Customers
20 to 800 kWh 19% 21% 22% 4% 5% 5%
800 to 1600 kWh 30% 31% 31% 16% 17% 19%
Subtotal block 1 49% 52% 53% 20% 22% 24%
1600-3200 kWh 32% 31% 31% 33% 33% 35%
Over 3200 kWh 19% 17% 16% 47% 45% 41%
Subtotal block 2 51% 48% 47% 80% 78% 76%
Control Customers
20 to 800 kWh 20% 21% 20% 4% 5% 4%
800 to 1600 kWh 28% 28% 30% 15% 15% 17%
Subtotal block 1 48% 49% 51% 19% 20% 22%
1600-3200 kWh 32% 32% 34% 32% 34% 35%
Over 3200 kWh 21% 19% 15% 49% 46% 43%
Subtotal block 2 52% 51% 49% 81% 80% 78%
Survey Customers
20 to 800 kWh 16% 17% 18% 4% 5% 5%
800 to 1600 kWh 35% 35% 36% 20% 21% 22%
Subtotal block 1 51% 52% 53% 24% 25% 27%
1600-3200 kWh 33% 32% 33% 34% 35% 37%
Over 3200 kWh 17% 16% 14% 41% 40% 36%
Subtotal block 2 49% 48% 47% 76% 75% 73%

Electric vs. Non-Electric Customers

One of the topics raised by the Commission is how the RCR rate impacts customers
with electric heat compared to those without electric heat. The following two charts
show the Control Group with and without electric heat and the Survey Group with and
without electric heat. As expected the electric heating customers have a higher
average usage per customer and they also see more variability from year to year. In
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each case the average usage goes down each year as the HDD has declined over the
three year period.

Chart F — Comparison of Control Group Average Annual Usage
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Chart G — Comparison of Survey Group Average Annual Usage
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The comparison for electric heat vs. non-electric heat is further shown in Tables 8 and
9. For the Control Group, the average use is roughly 30% higher in year 1 and about
18% higher in years 2 and 3. The differential is higher in year 1 due to the fact that
that has the highest number of HDD. The year over year change is a reduction of 9% in
2011-2012 for the electric group. Average usage was nearly flat during that same time
period for the non-electric heat group, as would be expected since they would be less
sensitive to HDD. However between year 2 and year 3, the average usage is relatively
flat for both types of customers.

Table 8 — Comparison of Control Group With and Without Electric Heat

2010-2011 2011-2012 2012-2013
Average Annual Use
Control Group Electric Heat 2,562 2,322 2,314
Control Group No Electric Heat 1,972 1,966 1,968
Percent Difference
Electric Heat vs. Non-Electric Heat 29.9% 18.1% 17.6%
Year-to-Year Percent Difference
Control Group Electric Heat -9.4% -0.3%
Control Group No Electric Heat -0.3% 0.1%

When looking at the Survey Group, the usage for electric heat customers is in the
range of 60-70% higher than for non-electric heat customers. In this case the two
groups are more extreme than the Control Group. The electric heat customers have
higher usage in the Survey Group than in the Control Group. And the non-electric heat
customers have lower use in the Survey Group than in the Control Group. This is true
in years 1 and 2 when both group faced the same rate as in year 3 when the Survey
Group faced RCR rates. As the Survey Group is a much larger sample, it is likely that it
includes more customers with extreme energy use, causing more variability in this
group than in the Control Group. Because of these differences it is important to look
at the results in both groups rather than just looking at one or the other.

Table 9 — Comparison of Survey Group With and Without Electric Heat

2010-2011 2011-2012 2012-2013
Average Annual Use
Survey Group Electric Heat 2,774 2,700 2,497
Survey Group No Electric Heat 1,675 1,602 1,553
Percent Difference
Electric Heat vs. Non-Electric Heat 65.6% 68.5% 60.8%
Year-to-Year Percent Difference
Survey Group Electric Heat -2.7% -7.5%
Survey Group No Electric Heat -4.3% -3.1%
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One impact we can see from the Survey Group is that both the customers with and
without electric heat see reduced consumption in year 3 relative to year 2. This differs
from the Control Group where the usage remains relatively flat. We can expect this
difference to be due to the fact that the Survey Group faces the RCR rate while the
Control Group does not. As expected, the electric heat group saw a much larger
reduction than the non-electric heat customers.

The distribution of bills within the various usage categories also differs between
electric and non-electric heat customers. While in total the number of bills is split
roughly 50/50 between block 1 and block 2, that split is closer to 40/60 for electric
heat customers and 60/40 for non-electric heat customers. In terms of kWh usage in
the block 2 category, the numbers are roughly 85-90% for electric heat customers and
70-75% for non-electric heat customers.

Table 10 — Distribution of Bills by Usage Category for Control Group

Percent of Bills Percent of kWh
2010-11 | 2011-12 | 2012-13 | 2010-11 | 2011-12 | 2012-13
Control Customer with Electric
Heat
20 to 800 kWh 21% 24% 20% 3% 4% 4%
800 to 1600 kWh 19% 20% 22% 8% 9% 11%
Subtotal block 1 40% 44% 42% 11% 13% 15%
1600-3200 kWh 31% 32% 37% 28% 30% 35%
Over 3200 kWh 29% 24% 21% 61% 57% 50%
Subtotal block 2 60% 56% 58% 89% 87% 85%
Control Customer without
Electric Heat
20 to 800 kWh 19% 18% 21% 5% 5% 5%
800 to 1600 kWh 35% 35% 36% 21% 20% 22%
Subtotal block 1 54% 53% 57% 26% 25% 27%
1600-3200 kWh 32% 32% 32% 35% 36% 35%
Over 3200 kWh 15% 15% 11% 39% 39% 38%
Subtotal block 2 46% 47% 43% 74% 75% 73%

The Survey Group sees a similar split between block 1 and block 2 of about 40/60 for
electric heat customers and 60/40 for non-electric heat customers. It differs from the
Control Group in that the survey customers with electric heat have more bills over
3200 kWh than the Control Group, and the survey customers with non-electric heat
have fewer bills in the over 3200 kWh category compared to the Control Group. In
terms of kWh split, the block 2 category is also 85-90% for electric heat customers but
is only 60-65% for non-electric customers, which is lower than for the Control Group.
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Table 11 — Distribution of Bills by Usage Category for Survey Group

Percent of Bills Percent of kWh
2010-11 2011-12 2012-13 2010-11 | 2011-12 | 2012-13
Survey Customers with
Electric Heat
20 to 800 kWh 14% 16% 16% 3% 3% 3%
800 to 1600 kWh 23% 22% 24% 10% 10% 11%
Subtotal block 1 37% 38% 40% 13% 13% 14%
1600-3200 kWh 31% 32% 32% 25% 26% 28%
Over 3200 kWh 32% 30% 28% 63% 61% 57%
Subtotal block 2 63% 62% 60% 87% 87% 86%
Survey Customers
without Electric Heat
20 to 800 kWh 17% 18% 19% 6% 6% 7%
800 to 1600 kWh 41% 42% 42% 29% 31% 31%
Subtotal block 1 58% 60% 60% 35% 37% 38%
1600-3200 kWh 33% 32% 33% 43% 42% 44%
Over 3200 kWh 9% 8% 7% 22% 21% 18%
Subtotal block 2 42% 40% 40% 65% 63% 62%

While there are some differences between the Control Group and Survey Group, the
findings basically show that the electric heat customers have a much greater share of
bills and usage that falls under the block 2 category. Therefore it can be concluded
that the impact of the RCR on electric heat customers is also much greater. This was
also seen in the regression analysis that showed a higher elasticity of -.30, although
not statistically significant, for this group.

No Gas Availability Customers

While this is likely considerable overlap between the customers with no gas availability
and customers with electric heat, the Commission requested information regarding
the impacts on both groups. While customers without gas access generally have
access to propane, the costs are higher than for natural gas. It is also expected that
this group represents a more rural environment where wood may be likely used as a
primary or secondary source combined with electric heat.

Chart H shows the average usage for the no gas group in relation to that of the
customers with electric heat in the both the Control Group and Survey Group.
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Chart H — Comparison of No Gas Average Annual Usage With the Average of Electric
Heat Customers
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Table 12 compares the average use per customer for the no gas group with all
customers and with the electric heat customers found from the Survey Group. While
the no gas customers have average use that is roughly 12% higher than the average
customer, the usage is also about 12% lower than that of customers known to have
electric heat. It is likely that the no gas group has a greater than average use of
electric heat, but they are not necessarily 100% electric heat.

The table also shows that the 7.2% drop in consumption in year 3 is much closer to the
electric heat customers than it is to the average customer. This would indicate that
they are likely largely impacted by the RCR rates. It should also be noted that the -0.23
elasticity found for this group, although not statistically significant, was in between the
electric heat group and the total block 2 group.



Electricity and Savings Estimate
Page 22

Table 12 — Comparison of No Gas Group With All Customers

and Electric Heat Customers

2010-2011 2011-2012 2012-2013
Average Annual Use
All Customers 2,186 2,081 1,970
No Gas Availability 2,457 2,348 2,179
Survey Group - Electric Heat 2,774 2,700 2,497
Percent Difference
No Gas vs. All Customers 12.4% 12.8% 10.6%
No Gas vs. Survey with Electric
Heat -11.4% -13.0% -12.7%
Year-to-Year Percent Difference
All Customers -4.8% -5.4%
No Gas Availability -4.4% -7.2%
Survey Group - Electric Heat -2.7% -7.5%

When looking at the percent of bills and kWh in the block 2 category, the no gas group
had percentages that were very similar to that of the electric heat customers, with the
number of block 2 bills at about 60% and the % of bills in the block 2 group of 85-90%.

These results are shown in Table 13.

Table 13 — Distribution of Bills by Usage Category for Survey Group

Percent of Bills Percent of kWh
2010-11 | 2011-12 | 2012-13 | 2010-11 | 2011-12 | 2012-13
No Gas Availability
20 to 800 kWh 20% 21% 21% 3% 3% 3%
800 to 1600 kWh 20% 21% 22% 8% 9% 10%
Subtotal block 1 40% 41% 43% 11% 12% 14%
1600-3200 kWh 31% 32% 32% 25% 26% 28%
Over 3200 kWh 29% 27% 25% 64% 62% 58%
Subtotal block 2 60% 59% 57% 89% 88% 86%
With Gas Availability
20 to 800 kWh 19% 22% 22% 5% 5% 6%
800 to 1600 kWh 33% 33% 34% 19% 20% 21%
Subtotal block 1 52% 55% 56% 23% 25% 27%
1600-3200 kWh 33% 31% 31% 36% 35% 37%
Over 3200 kWh 16% 15% 13% 41% 40% 37%
Subtotal block 2 48% 45% 44% 77% 75% 73%
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Summary and Conclusions

To determine the impact of the RCR rates on consumption for various groups, FortisBC
looked at average annual usage levels and the percent of bills and kWh that occur for
customers that are in the block 2 category. Regression analysis was also conducted to
determine the price elasticity under the RCR rates after other factors such as HDD and
programmatic DSM were accounted for.

While on the surface the usage for customers with the RCR rate is 6.6% lower than for
the Control Group that still has a flat rate, that difference takes into account multiple
factors. The regression analysis leads to the conclusion that savings for the residential
class are on the order of 2.8%.

The elasticity measured for the kWh in bills that face the block 2 rate is estimated at -
0.086. This is lower than the range expected in the RIB rate application, however, it
only reflects short-term elasticity as the rates have only been in place for one year.
Impacts are expected to increase over the long-term. For customers with all of their
usage in block 1, and those in the Control Group with the continued flat rate, the
elasticity estimates were not statistically significant and it cannot be shown that there
was any impact as a result of the RCR introduction. The assumptions used in the RIB
Application were not based on any FortisBC-specific measurements and therefore the
findings after one year are a better indication of elasticity impacts. For that reason the
range of elasticity impacts is now expected to be -0.086 for the short-term and
between -0.086 to -0.20 for the long-term.

These elasticity impacts yield savings in the range of 22.5 to 55.4 GWh. These savings
are within the range of the RIB Application, although on the lower end. These savings
compare to annual savings of 30 to 42 GWh for programmatic DSM savings. The net
impact on system-wide energy consumption is in the range of 0.7% to 1.5% and
reflects 50% to 100% of the annual load growth on the system.

For electric space heat customers, and to a lesser extent for customers with no gas
availability, the higher block 2 rate impacts a greater portion of their bills and kWh
usage. While the regression results for these groups were not robust, the findings did
seem to infer a much higher elasticity in the range of -0.23 to -0.30 for these
customers. Because electric heat customers see a larger bill impact, they also have a
bigger reduction in their energy use. And because there has not been sufficient time
for much change in heating source, it is likely that these customers are reducing their
usage through lowering their thermostats. This behavioral change may not continue
over the long term for all customers, and the higher bills may eventually lead to a shift
away from electric heat. While it may be desirable for the RCR rate to promote the
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efficient use of energy, in the short term it may be coming at the expense of
customers’ comfort levels in their homes.
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Introduction & Objectives

+  FortisBC was directed by the BC Utilities Commission to implement the Residential Conservation
Rate (RCR) for its residential electricity customers. On July 1, 2012, FortisBC introduced the RCR
— a two-level rate where customers are charged a lower rate for the first block of electricity used in
a billing period (up to 1,600 kWh) and a higher rate for any electricity used above that amount.

« FortisBC has been asked to prepare a report for the BC Utilities Commission to evaluate the
impact of the RCR. As such, FortisBC was interested in conducting market research with its
electricity customers.

«  The key objective of the research was to measure awareness and perceptions of the RCR to help
determine whether the RCR has incented residential customers to reduce electricity consumption.

« Insights West conducted an online survey with FortisBC electricity customers from
September 3-10, 2013.

« FortisBC's RCR was also discussed during the Corporate Reputation focus groups. Two
in-person focus groups were held with Kelowna residents on August 22, 2013 and an online
discussion board was conducted with Kootenay residents from August 27-29, 2013.

»  This summary report highlights the key RCR findings from both the online survey and qualitative
focus groups.

Q
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Methodology

«  The samples for the online survey and focus groups were obtained from a combination of FortisBC
customer email lists and Insights West's representative online panel of British Columbians.

«  The sample was weighted by age, gender and region according to Census Canada figures.
«  Survey respondents were screened to meet the following criteria:

— Not employed in marketing, market research or public ufilities;

— Play a role in energy decision making for their household;

— Reside in FortisBC’s electricity service area; and

— FortisBC is their electricity provider.
« Atotal of 1,620 FortisBC electricity customers completed the online survey.

— The margin of error for a sample of this size is + 2.4%, 19 times out of 20.

— The breakdown of respondents in each region is provided below:

Region iy Sample Size

Kootenay/Boundary 729 |
Kelowna/Central Okanagan | 551 |

South Okanagan 340 |
| TOTAL 1,620

«  Significantly higher differences between sub-groups are noted with red circles ()

O
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Key Findings

Low awareness of RCR.
N

. Three-in-ten (29%) FortisBC electricity customers are aware of the RCR, with the highest awareness levels
reported by RCR opposers, South Okanagan residents, high consumption customers, those aged 55+ and those
who have noticed a change in their electricity bill.

. Among all respondents, one-in-five (19%}) are very or somewhat familiar with the RCR, while one-in-ten (10%) are
not familiar. Interestingly, the majority of those aware of the RCR are familiar with it (66%).

S

FortisBC electricity customers are more likely to support the RCR than oppose it.
Among all customers, nearly six-in-ten support the RCR (18% strongly support), while one-third oppose the ch
R

(20% strongly oppose).
. Those who support the RCR are more likely to: come from groups that have benefitted somewhat from the RCR:

. Have smaller household sizes;

. Live in an apartment/condo/rowhouse/duplex/triplex;

. Be low consumption customers (bi-monthly electricity bill of less than $200);
They also more likely to be:

a Be women,;

. Be younger;

. Reside in the Kootenay/Boundary region;

. Be unaware of the RCR; and

. Have noticed a decrease or no change in their electricity bills.

. Interestingly, even those who have experienced an increase in their electricity bill show moderate levels of support
\ for the RCR (43% support vs. 48% oppose). /

o
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Key Findings continued

Most customers do not believe the RCR is revenue neutral for FortisBC. Customers biggest concerns

are that the RCR penalizes larger households and those that must use electricity for heating.

»  Approximately two-thirds of FortisBC electricity customers agree that the RCR encourages people to
use less electricity (69%), lowers bills for lower-than-average consumption (68%) and is better for the
environment (66%). However, only thirty percent agree that the RCR is revenue neutral for FortisBC
(42% disagree and 28% don’t know).

*  More than eight-in-ten agree that the RCR penalizes those that must use electricity for heating (85%)
and larger households (82%).

«  Even among those who support the RCR, roughly eight-in-ten agree with these concerns.

«  Customers also report relatively high levels of agreement with the RCR resulting in higher electricity
bills (68% agree), the RCR being a way for FortisBC to get more money from consumers (63%) and

\ people not changing their electricity consumption habits (60%). /

L
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Key Findings continued

Those who have noticed an increase in their electricity bills are more likely to attribute the higher

bills to changes in the cost of electricity/monthly fees as opposed to the introduction of the RCR.

«  More than half (52%) of FortisBC electricity customers have noticed an increase in their electricity bills over
the past 12 months, while 13% have seen a decrease. Close to one-in-five (22%) have not noticed any
change in their bills, while the remainder (16%) were unsure.

*  Among those (52%) who noticed higher electricity bills, nine-in-ten (90%) attribute the increase to changes
in the cost of electricity/monthly fees, while seven-in-ten (71%) attribute the increases to the RCR.

«  Even those who oppose the RCR think the changes in electricity costs/monthly fees were a more
important reason for their bill increase than the RCR (91% vs. 80%).
«  Among the one-in-eight (13%) who have noticed a decrease in their electricity bills, most attribute the
decrease to changes in electricity consumption (85% important) and changes in electricity costs/monthly
\ fees (76%), while six-in-ten think the RCR is an important reason for the decrease. /

Close to two-thirds (64%) of FortisBC customers indicate they are conducting energy conservation

activities as a result of the RCR. However, there is little difference between those who are aware of the RCR
and those who are not.

«  The only significant difference is that those with prior awareness of the RCR are more likely to have
invested in better insulation/windows. This suggests that those unaware of the RCR were conducting these
activities on their own — not directly as a result of the RCR.

«  More than half (52%) of FortisBC electricity customers have turned things off when not in use, while one-
third have adjusted their thermostats settings and one-quarter (27%) have turned off heat in specific rooms.

*  Those who have noticed an increase in their energy bills are more likely to have conducted most
5 conservation activities. /

0
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Key Fi ndings Continued

RCR awareness, bill changes and RCR support are all inter-related.

High consumption customers are likely to notice an increase in their electricity bills, which prompts them to
find out why their bills have increased. They then become aware of the RCR, and because their bills have

increased, they are more likely to oppose the RCR.
*  Those who oppose the RCR are:
«  More likely to be aware of the RCR;
. More familiar with the RCR:
»  More likely to have higher bi-monthly electricity bills of $300+;
«  More likely to agree with all of the proposed RCR concemns;
e Less likely to agree with all of the proposed RCR benefits; and
\ ¢«  More likely to have noticed an increase in their electricity bills over the past 12 months. /

"'\\.‘l
«  During the qualitative focus groups in Kelowna and Kootenays, the RCR was not a top-of-mind concern.
Only when prompted did people recall the RCR and voice concerns about the two-tiered rate.
«  The RCR is not well understood; many participants think it is just a way for FortisBC to get more money
from its customers. They want FortisBC to be transparent about what the RCR is, the reasons it was
\\ implemented and how the rates were determined. y.
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Implications and Recommendations

Build awareness, understanding and support for the RCR through advertising.

@ Insight: - \

Those with prior awareness of the RCR likely became aware of the RCR because they had been
personally impacted by it.

*  The majority of customers suspect that the RCR is a way for FortisBC to get more money from its
customers, and this negative sentiment may negatively impact FortisBC’s overall corporate reputation.

«  FortisBC could conduct significant advertising to make customers better understand the RCR and the
reasons it was implemented.

«  The advertising campaign should:

— Let customers know that FortisBC was directed by the BC Utilities Commission to implement the
RCR;

— Outline the proposed benefits of the RCR and the reasons it was implemented (promote energy
conservation); and

— Clearly articulate that the RCR is revenue neutral for FortisBC — that it does not receive additional

\ funds as a result of the RCR. /
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The majority of FortisBC customers have never heard of
the RCR.

«  Only 29% of FortisBC electricity customers are aware of the RCR. Higher awareness levels are reported by those
who oppose the RCR, South Okanagan residents, high consumption customers, older residents aged 55+ and
those who have noticed a change in their electricity bill.

[ REGION |

Kelowna/Central Okanagan _ 24%

Don't know
10% Kootenay/Boundary NG 27%
South Okanagan | NN (%0% )
( AGE )

18-34 | 21%
35-54 [ 25°
s5+ | 35>
[ BILL CHANGE |
No change NG 23%
.. Increased _
o1 Decreased | 33%)
[ RCR SUPPORT |
Support |G 23%
Base: All respondents (n=1,620) Oppose

A1. Have you heard of FortisBC’s Residential Conservation Rate?
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Among those aware, the FortisBC bill insert is the
main source of RCR awareness in all regions.

»  Compared to those in other regions, Kootenay/Boundary residents are more likely to have heard of the RCR
through TV or Internet news, while South Okanagan residents are more likely to cite the newspaper as a source

of awareness.

Kelowna/Central Kootenay/Bound South
Okanagan ary Okanagan
_ - (n=137) _ (n=199) . IR )R
FortisBC bill insert || G 55% | 51% 54% |
TV/Internet news - 14% 3% 10%
Newspaper . 8% 6% 5% ’
FortisBC website [JJ] 8% 1% 6% 6%
Friends/family [ 4% 4% 3% 5%
other || 3% 5% 2% 3%
Don't know . 7% | 5% 9% 7%

. Base: Aware of RCR (n=516)
A2. How did you first hear about FortisBC’s Residential Conservation Rate?
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familiar.

Among all respondents, close to one-in-five are
familiar with the RCR, while one-in-ten are not

»  The majority of those who are aware of the RCR are familiar with the two-level rate for electricity.

o — ea

\
Among those aware of the I
RCR, 66% are very (16%) or E

. somewhat familiar (50%)

“ with the RCR E

e, ¥y

Not aware

71%

Base: All respondents (n=1,620)

A3. How familiar are you with FortisBC’s Residential Conservation Rate?

Very familiar
5%

Somewhat [

familiar
14%

Not very
familiar
8%

Not at all
familiar
2%

" Not Familiar: ';

10% i
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Familiarity with the RCR is highest among those who
oppose the RCR, high consumption customers & those
who have noticed a change in their electricity bill.

Familiarity with the RCR is also higher among South Okanagan residents (25%), older residents aged 55+ (22%),

those who live in single detached homes (21%) and those who own their home (20%).

toraL B 19%

[ rersupPorT ) i 14%

oppose [HECHN

[ CONSUMPTION |
Low (<$200) |3 15%
Medium ($200 — <$300) 19%

High ($300+) [RCIN ;

[ BILL CHANGE |
No change B - 13%

Decreased n _'
Increased n

mVery familiar © Somewhat familiar

Base: All respondents (n=1,620)
A3. How familiar are you with FortisBC’s Residential Conservation Rate”?
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RCR Description

« Respondents who had not heard of the RCR were provided with the following description:

/

Last year on July 1, 2012, FortisBC introduced a two-level rate where
customers are charged a lower rate for the first block of electricity
they use in a billing period — up to 1,600 kWh — and a higher rate for
any electricity used above that amount. FortisBC was directed by
the BC Utilities Commission to apply for and implement this type of
rate because it is designed to encourage conservation and incent

customers to use less electricity.

- >
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Overall, FortisBC customers are more likely to
support the RCR than oppose it.

« South Okanagan residents, men and those with larger households are more likely to oppose the RCR.

Oppose

Somewhat oppose Strongly oppose

33% 20%

26% 16%
32% 20%

27% 15%

30% 17%

Base: All respondents (n=1,620)

Don’t
m Strongly support Somewhat support know
TOTAL EA @ 56% 1%
[ REGION |
Kootenay/Boundary Lo L
Kelowna/Central Okanagan  ME&A = 10%
South Okanagan 46% 18%
[ GENDER |
Male 15% 53% 8%
Female
| HOUSEHOLD SIZE |
1-2 58% 12%
3 or more 53% 9%

A4. Given what you know about the Residential Conservation Rate, do you support or appose it?
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Greater RCR opposition among customers living in
single detached or mobile/manufactured homes & those
who use electricity as their primary heating source.

« Support is highest among those who live in multi-family building where heating demand is generally lower.

Don’t
Somewhat oppose Strongly oppose = Strongly support Somewhat support kﬁgw
33%  20% TOTAL ; 56% 1%

| HOME TYPE |

Single/Detached B 5% 1%
17% 1% Apartment/Condo 13%

25% 10% Row/Town/Duplex/Triplex ot ik 2 - ‘ 8%
18% Mobile/Manufactured home  JGKA 51% 13%

PRIMARY HEATING SOURCE |

23% Electricity 7 52% 12%
29% 18% Natural Gas . 10%

Base: All respondents (n=1,620)
A4. Given what you know about the Residential Conservation Rate, do you support or oppose it?

5
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Those with prior awareness of the RCR, high consumption
customers & those who have seen an increase in their
electricity bill are more likely to oppose the RCR.

+ Interestingly, even those who have experienced an increase in their electricity bill show moderate levels of

support for the RCR (43% support vs. 48% oppose).

Oppose | __ Support
Somewhat oppose Strongly oppose m Strongly support Somewhat support Eﬁg:,t\,
33% 20% TOTAL 56% 1%
[ PRIOR RCR AWARENESS |
32% Aware A 45% 6%
26%  16% Not Aware |
[ CONSUMPTION |
17% 9% Low (<$200) 3
22% Medium ($200—<$300) 14% 1%
64% High ($300+) B 2% 7%
( BILL CHANGE |
18% 9% No change | 28% [ 8%
10% 6% Decreased 10%
Increased ] . 43% 9%

Base: All respondents (n=1,620)
A4. Given what you know about the Residential Conservation Rate, do you support or oppose it?
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Majority of customers agree that the RCR encourages energy
conservation, lowers electricity bills for lower-than-average
consumption & is better for the environment. However, they are least
likely to agree that the RCR is revenue neutral for FortisBC.

* Only 30% of FortisBC customers agree that FortisBC makes the same amount of revenue before the RCR, while
42% disagree (26% strongly disagree). A further 28% say they “don’t know”.

Don’t know
It encourages people to use less electricity 69% 6%
It results in lower electricity bills for customers r
with lower-than-average consumption et 0 _ §54 10%
It’s better for the environment 66% 1%
It’s revenue neutral for FortisBC - they 10% 30% 28%

make the same amount of revenue as before

® Strongly agree Somewhat agree

Base: All respondents (n=1,620)
A5. Regardless of whether or not you support or oppose the Residential Conservation Rate, there are a number of proposed benefits. These are listed below. Please
state your level of agreement with each.

Q
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Highest agreement with proposed benefits among RCR
supporters, those who have noticed no change/a decrease in
their electricity bills, low consumption customers &
Kootenay/Boundary & Central Okanagan residents.

REGION | RCRSUPPORT | CONSUMPTION BILL CHANGE
L T | S i
% TOTALAGREE  TOTAL kootenay/ Kelowna/C  South . Low ($200-  High No

BOundary|entraIOK_0kanagan: Support Oppose | (<$200) <$300) {$300+) Change Decreased Increased
(n=523) | (n=676) (n=421) (n=892) (n=554) | (n=737) (n=487) (n=367) (n=307) (n=203) (n=859)

‘ |
| i
| 62%  (90%) | 34% | (80%) | 66% | 48%  (80%) | (89%)  58%

IR k]’ IS
i

| (69%) | 63% a3%  (76%) | 66% | 54% (86%)  58%
63% v és*yo %) | e4% | a8% (T6%) | 58%

5 Encourages people
| to use less electricity 69% 69%

| Results in lower

| electricity bills for
| customers with 68%
| lower-than-average
| consumption

| Better for the

| environment 66% 66%

| Revenue neutral for |
FortisBC — they make
the same amount of

revenue as before

|

@D, .

:: !
25% 10%  (31%) | 3% | 7% E 22% |
, | | !

30%

® @ ® 6

B0 66

Base: All respondents (n=1,620)
A5. Regardless of whether or not you support or oppose the Residential Conservation Rate, there are a number of proposed benefits. These are listed below. Please
state your level of agreement with each.

)
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Customers’ biggest RCR concerns: it penalizes households
that must use electricity for heating, as well as larger
households.

« More than 8-in-10 FortisBC electricity customers agree that the RCR penalizes households that must use
electricity for heating (53% strongly agree) and penalizes larger households for their higher electricity
consumption (43% strongly agree).

« Two-thirds are concerned that the RCR results in higher electricity bills (37% strongly agree).

+ |n addition, more than 6-in-10 customers believe the RCR is a way for FortisBC to get more money from
consumers (29% strongly agree).

« Customers are skeptical that the RCR will lead to a change consumption habits.

Don’t know

It penalizes households that must 4,

use electricity for heating 85% 7%
it penalizes larger households for their higher '
electricity consumption 43% 82% 7%
It results in higher electricity bills 68% 15%
It is a way for FortisBC to get more 63% 17%
money from consumers
People will not change their 60% 6%
electricity consumption habits 2

m Strongly agree Somewhat agree

Base: All respondents (n=1,620)

AB. Regardless of whether or not you support or oppose the Residential Conservation Rate, some customers have voiced concerns. Provided below are some of these
concerns. Please state your level of agreement with each.

)
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RCR opposers & those with larger household sizes
are more likely to agree with all of the proposed
concerns.

= Even among those who support the RCR, eight-in-ten agree that the RCR penalizes households that must use
electricity for heating and larger households with higher consumption.

» Compared to Kootenay/Boundary residents, Okanagan residents are more concerned that the RCR results in
higher electricity bills and is a way for FortisBC to get more money from consumers.

. | REGION . RCRSUPPORT | HOUSEHOLD SIZE
9% TOTAL AGREE | ToTAL | Kootenay/Bo Kelowna/Cent  South
v undary | ralOK Okanagan Support Oppose I 1-2 3 or More
. (p=523) | (n=676) (n=421) (n=892) (n=554) (n=737) (n=487)

It penalizes households that |

must use electricity for heating | 85%

82% | 86% | 87% 81% | L 82% 90%

It pénéliies larger households

for their higher electricity 82% | 80% | 83% [ 82% | 78% | 78% 88

consumption ! ik v L ° .; sl . 4 |
os% 59%

‘People will not change their | | s : '

electricity consumption habits 60% _§ 57% 62% . 61% ' 52% 58%

It results in higher electricity |

! bills 8% 1 62%

| Itis a way for FortisBC to get |
more money from consumers 63% | 58% | (66%

N e R i H

Base: All respondents (n=1,620)
AB. Regardless of whether or not you support or oppose the Residential Conservation Rate, some customers have voiced concerns. Provided below are some of these
concerns. Please state your level of agreement with each.

g
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High consumption customers & those who have
seen an increase in their electricity bills show
greater concern for all factors.

. ~ CONSUMPTION ‘ ! BILL CHANGE
% TOTAL AGREE TOTAL | [ow (<$200) Med ($200-<$300)E High ($300+)  No Change Decreased Increased
=320 " ¥ (h=487 | (n=367) (n=307) |  (n=203) (n=859)
| It penalizes households that must ; i =
| use electricity for heating ~ 85% | 80% | 85% | 78% { 7%
It penalizes larger households for | i
their higher electricity 82% | 7% ! 84% | ..90% 78% | 75% ..85%
consumpftion ; | » |
It results in higher electricity bills =~ 68% | 57% | 73% 54% { 50%
It is a way for FortisBC to get more ; 5‘
money from consumers 63% 5 54% 66% ‘ 52% | 43%
R : _ b , I =
. People will not change their | 5 ; » |
| electricity consumption habits | 80% 56% 59% | 58% | 45%

Base: All respondents (n=1,620)

AB. Regardless of whether or not you support or oppose the Residential Conservation Rate, some customers have voiced concerns. Provided below are some of these
concerns. Please state your level of agreement with each.

a
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RCR supporters are more likely to report lower
electricity bills, while those who oppose it are more
likely to have higher bills.

« Consumption is also higher among non-natural gas users (33% $300+), larger households (32%) and those who
live in single detached homes (28%).

TOTAL 46% . 30% 22%

[' RCR SUPPORT ]

Support 58% 29% - 11%
m Less than $200 Between $200 - $300 More than $300 m Don’t know
every 2 months every 2 months every 2 months

Base: All respondents (n=1,620)
A7. Approximately how much is the total amount of your average bi-monthly (every 2 months) electricity bill?

(*]
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More than half have noticed an increase in their electricity bills
over the past 12 months; these increases are more likely to be
attributed to changes in the cost of electricity/monthly fees
than to the RCR.

« As expected, those who oppose the RCR are more likely to have noticed an increase in their electricity bills (77%
vs. 40% among RCR supporters).

_"H.,“‘\ -"
i No change -
e 1% [ iy > | Bill Increase |
[+]
. Changes in the cost
Decrtle:ts sy ofgelectricity and 62% 28%  90%
20, monthly fees
Decreased a : .
little The Residential 41% 30%  71%
0 Conservation Rate
1%
|
ncrﬁz.:.ed ) Changes in the
24% SRk, amount of electricity 21% 29% 50%
Increased a you used
htt.!e Very important ' Somewhat important
29%

Base: All respondents (n=1,620)

AB. Over the last 12 months, have you noticed a change in the total amount of your electricity bills?
A9. How important do you consider each of the following reasons for the change in your electricity bills over the last 12 months?

Base: Noticed bill increase (n=859)

FORTISBC
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Even those who oppose the RCR think the changes in
electricity costs/monthly fees were a more important
reason for their bill increases than the RCR.

RCR SUPPORT CONSUMPTION
BILL INCREASE: % IMPORTANT TOTAL Support Oppose s Medium High
(n=368) (n=411) (n=267) (n=287) (n=298)
- S 3 = cdiatn e R Sl i
i : o | t
i(__?‘::I(';a;.\;nges in the cost of electricity and monthly 90% 90% N% | 9% 90% ! 91% {
e ~ — | = I
! |
The Residential Conservation Rate 71% 66% \ i
I

%38%'E

_ - |
Changes in the amount of electricity you used 50% 3% |

Base: Noticed bill increase (n=859)
A9. How important do you consider each of the following reasons for the change in your electricity bills over the last 12 months?

Q
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Only 13% have noticed a decrease in their electricity bills
over the past 12 months, with most attributing the decrease
to changes in electricity consumption & changes in
electricity costs/monthly fees.

+ Those who support the RCR are more likely to have noticed lower electricity bills (18% vs. 4% among those who

oppose the RCR).

« Among those who experienced a bill decrease, 6-in-10 think the RCR was an important reason for the decrease.

- No change
/ Sy 19% Decreased [ Bill Decrease ]
ol 13%
: Decreased a Changes in the o . o
- lot amount of electricity 52% 33%  85%
2% you used
Decreased a Changes in the cost
, little of electricity and 41% 35% 76%
Increased a 11% monthly fees ,
lot
e The Residential
e e Residentia
increased a Conservation Rate 21% 39% 60%

little
29%

Base: All respondents (n=1,620)

B Very important ' Somewhat important

Base: Noticed bill decrease (n=203)

A8. Over the last 12 months, have you noticed a change in the total amount of your electricity bills?
A9. How important do you consider each of the following reasons for the change in your electricity bills over the last 12 months?

FORTIS oo
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The top energy conservation activity is turning things off
when not in use, followed by adjusting thermostat settings.
Those who have noticed an increase in their bill are more
likely to have conducted most conservation activities.

» The only significant differences between those aware of the RCR and those who are not is that those with prior
awareness of the RCR are more likely to have invested in better insulation/windows (17% vs. 11%).

« This suggests that those unaware of the RCR were already conducting these activities and not directly as a result

of the RCR. ~ BILLCHANGE
No Change Decreased Increased
(n=307) | (n=203) (n=859)
. . — =
Turned things off when notin use N 527 - a5% | | N
Adjusted thermostat settings | 33% 4% | i 1
Turned off heat in specific rooms [N 27% 21% % 24% | ,'
Invested in more efficient appliances [N 20% 14% ; 21% i ;
Installed a programmable thermostat - 14% 10% I 14% | 16% :
Decreased water temperature on hot water thermostat - 13% 13% | 11% ; 15% i
Invested in better insulation/windows - 13% ' 11% 13% 14% i
Considering using non-electric e, =
heating or hot water_- 8% B 4% 7% ; |
Invested in new electric space heating or cooling system . 7% ' 4% 10% 7%
Invested in new electric hot water heater [l 6% | 4% 8%
PSS SSSmNl SRS S AT U e S I M S S i NR— i |
invested in new non-electric hot water heater I 3% 2% I 3% 3%
other [l 10% 3% | 10%
None of the above [[IIINEG 36% | 30% 30%

Base: All respondents (n=1,620)
A10. Have you done any of the following as a result of FortisBC’s introduction of the Residential Conservation Rate on July 1, 20127

Q
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Majority did not have any comments on the RCR. Close to 3-in-10
provided negative feedback, with the most common criticisms
being high bills & penalizing homes that only use electricity.

NOCOMMENTS | — 33
NEGATVE-NET ™

Bills are too high/ expensive/ increasing rates 10%
Penalizes homes that only use electricity 8%
Cash grab/ gimmick to take advantage of consumers 7%
Threshold too low/ cannot stay under it 4%
Penalizes people with lower/fixed income 3%

Penalizes larger families/households 2%
| am considering other sources of energy 2%
Would switch provider if | could/ BC Hydro is better/ cheaper 2%,

Penalizes renters 2%,

Other negative comments %
" NEUTRAL-NET |  [EEPA
Already try to save electricity 7%

Need more information | 3%
Live in a new home/have new appliances = 49,
(_ POSITIVE-NET | 5%
Good idea/conceptl/like it 29,

May encourage me/people to save electricity ¢
Other positive comments 2%

Base: All respondents (n=1,620)
A11, Do you have any comments about the Residential Conservation Rate that you would like to share with FortisBC?

(o]
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Qualitative focus group results are consistent with
survey results.

«  During the Kelowna and Kootenays focus groups, the RCR was not top of mind, with only a few
participants mentioning the two-tiered rates on an unaided basis. Only after respondents were
prompted on the issue, did they started asking questions and voicing concerns about the tiers.

«  Overall, those who were aware of the RCR had difficulty accurately describing how the RCR works. In
fact, it was often confused with time-of-use rates.

*  Those who held negative views of the RCR expressed concerns about large families that cannot stay
within the lower tier and low income/fixed income households that cannot withstand the higher charges.

« Those in favour of RCR believe it is fair to charge more to those who use more electricity; what is
debatable is the charge within the tiers.

«  Participants assume the RCR is a way for FortisBC to collect more money from its customers. They
want transparency; they want to know why and how the threshold levels were set.

“If you use more, you should pay more, if you use “We don’t know, is it time of day that you use it? We don't
less you should pay less. | think the question is, are know because they're not transparent.” — Kelowna

where they put the thresholds really fair, and do we

\ even really know what is fair?” - Kelowna / \
— = “Overall | would have to say that | oppose their
plan. Besides, in my opinion, the only reason Fortis

( “It does not help out the average homeowner , i.e., busy family, kids, w came up with the plan in the first place is that the

TVs, computers, loads of laundry, efc. etc. It may work fineina 1or2 | less B.C. residents use power the more power they
person household, albeit with discipline re: when and how much can sell to the U.S. Again, it's all about the money
power consumption / conservation is going on ..... | believe it is and profits for the company, not for any concem for

simply a substantial rate hike in disguise.” - Kootenays \ the general public.” — Kootenays J
—— o e I e

)
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FortisBC Customer Profile

REGION

EDUCATION

& J High School or less - 15%
" Kelownal Central . .
Olanggan Regian College/Tech/Some University _ 48%
45%
. University degree - 32%

Refused . 4%

Kootenay/
Boundary
34% HOUSEHOLD SIZE
Average:
2.5 people
50%

HOUSEHOLD INCOME

32%
<$50K I 29%
$50K — $100K [ 31%
$100k+ [ 20%
Refused [ 19%

Base: All respondents (n=1,620)

2%

il

C3
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FortisBC Customer Profile continued

ENERGY DECISION MAKING ROLE

sl B

Sole decision maker

® & ©

Joint decision maker

WATER ENERGY SOURCE

Don't

Other know
2% 3%

Natural
Gas
38%

Electricity
56%

HEATING ENERGY SOURCES

Electricity 78%
Natural Gas 58%
Wood M N 20%
Propane | 3%
Other I 5%
B Primary Secondary

Non-
Natural
Gas
42%

GAS VS. NON-GAS HOME

Natural
Gas
58%

- FORTISpc  Base: All respondents (n=1,620)

&
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FortisBC Customer Profile continued

DWELLING TYPE FUTURE HOME PURCHASE IN NEXT 2 YEARS

Likely
. , Very likely

Apartment/Condo/Row/ o
Duplex/Triplex - 22%

: Unllkely Somewhat
i A likely
Mobile/Manufactured . 8% 74% 17%
Other | 1%
Very
OWN VS. RENT unlll(()ely : Somewhat
58% 4
unlikely
16%

84%

156%

Base: All respondents (n=1,620)
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Customer Profile: RCR Supporter vs. Opposers

B Support
Oppose

* RCR supporters are more likely to be women, younger, live in the Kootenay/Boundary region, have a smaller
household size and live in an apartment/condo/row/duplex/triplex.

GENDER

|.|
: 47%

42%

|.| I
HOUSEHOLD SIZE

oo [T
2.4 people

[1]
3-5 3 2.7 people
2%
3%
Base: All respondents (n=1,620)

50%

5+

0
18-34
19%

AGE REGION

Average Age:

0

«._ | Kelownal/Central
'\ | Okanagan Region
\ 47% 43%

50 years A
51 years

Kootenay/

Boundary

27%

DWELLING TYPE

Detached

Apartment/Condo/Row/
Duplex/Triplex ¢ 14%
Mobile/Manufactured 7%
Home 8%
2%
Other 29,

FORTISBC
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Do you have any comments about the Residential Conservation Rate that you would like to share with

FortisBC?

| had a large credit from FORTIS BC when | switched from monthly averaged billing to actual billing, therefore
it is difficult to compare costs from last year vs. this year. But, | am still trying to keep my electric use as low
as possible. In this area, the major objections to the Residential Conservation rate come from people who,

1 when they built their homes in the 1960s to 1980s were encouraged by the Utility companies to GO
ELECTRIC. Electric heating, electric appliances, electric tools, etc. Now they are paying for that decision. They
have no access to natural gas because it is not supplied to their neighbourhoods. Those people on limited
pensions cannot afford to switch to solar. What can they do except complain? | sympathize with them.

2 | don't agree with it. | think it should cost the same no matter how much we use.

3 Have always tried to conserve.

Our home was designed to be energy efficient, so none of the 'improvements' asked about in this survey
apply. Our home is a recent, newly constructed building. We were not treated well by Fortis (electricity)
during the construction of our home, and think their level of service is very poor and the rates they charge

4 are much too high for the service they provide. With regard to Fortis (natural gas), the service was good
during construction (Teresen). Recently, however, we requested to have a line located for us, we were
emailed a map of our property but our request to have a Fortis worker mark the location was denied. One
Call service?

5 Nothing but an unwarranted cash grab.
those us us who have electric heating are being penalized and now have to pay more each month. There
should be an adjustment for electric heating. My home has never had duct work for me to use a oil furnace

6 and the cost to put one in would be extremely costly. Whoever dreamed up this two tier billing obviously
never took into consideration those who have no choice but to use electric heating. As a result we have
ended up paying far more so your company can look good and say " see what we are doing to reduce
electricity use in our area so we can sell more to the USA."

7 this program is just a joke, another way for the big conglomerate companies to hose their customers & side
with the existing Gov't.

8 | agree with the comments forwarded to the utilities commission and Fortis by the RDOS

9 Consideration should be made for homes that DO NOT have access to natural gas.

10 Make it clear on bills how much consumption is charged at a lower rate.

11 | think there should be rewards and insentives for using eletricity in lower consumption periods. for example,
| put my dishwasher on during the night. Even though | do that | am not rewarded.

12 It's a rip off
we do not have access to natural gas so the only heating options are electric, wood , solar or propane. Solar is

13 expensive to purchase and install, electric costs keep rising , propane is quite expensive in comparison, wood
is free (sweat cost) from our property
Just wait until the Smart Meters are installed. Then everyone's bills will increase. Fortis rates are apparently

14 higher then BC Hydro.l do not trust Smart Meters. Some of the safty concerns are bypassed because of the
loopholes. Example: They do not have to meet ULC or CSA standards and that worries me.

15 It ends up costing us the same or more after your monthly consumption. It is not really a break for the
consumer at all
I am on fixed income. | No matter how much | conserve my electrical use, my bill keeps going up.. The gas bill

16 keeps going up, yet | am cutting back drastically on both. Fortis is raping the elderly. It is time they cut
back...

17 | feel it penalizizes people living in rural areas that do not have access to natural gas
I think it is strictly based on maximizing benefits to Fortis, and sold to the consumer under the "greening of

18 BC" umbrella! Consumer uses less electricity in a 2% CPI world, and Fortis gets a 6% increase across the
board. Not hard to see the charade!

19 Since its implementation, our bills have really gone up, but our consumption from previous years has gone

down. Definitely causes us concern as we are on a fixed income.
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Do you have any comments about the Residential Conservation Rate that you would like to share with

FortisBC?

You have a tough job. Make money for the company and save money for the average consumer. | am still on
your side but with wage increases in the general work force low or not at all and all {most] coperations asking
for increases........ Start thinking really outside the box.The answer is there.

21

Just another money grab to hand out bigger bonus and pension rates to executives that in my opinion are
already over paid.

22

There is no natural gas available in my area, so | am penalized for my electric heat and hot water.

23

This company's high charges for electricity will hinder economic growth in the South Okanagan for many
years to come as it has already started. Seniors in the area must unite and start a war with Fortis as no one
has any use for these lying bunch of thieves who take money from struggling seniors. the best advice for
Fortis is to go F--- yourselves!

24

No choice or options so useless to complain.

25

I have two households on my meter and nothing | can do to lower my use of electricity and find this change
to be unfair. No one in these two households are extravagant in the use of power. We have not used air
conditioning this summer and most clothes are dried outside.

26

You know the Endgame!

27

It makes sense for the people who are in a position to participate. If the household is large, with kids/teens, |
can see where they would have difficulty with taking advantage of any savings and/or controlling household
members to think about it. |applaud the fact you have made an effort. | knew about the program to
improve the heat retention in the home and the financial benefits that were offered, but | have no idea if that
is the program you are speaking of. | think it is a different program.

28

Still don't totally know how it works ...basically how it affecctsy bill.

29

I have also insulated the floorspace of my basement and see no difference in heating cost.l see less usage but
with the increase in charges my bills was exactly the same as last year. | would switch to BC hydro in a second
if | had that option.

30

Years ago we learned to turn off those things not in use, We had a programamble thermostat installed to go
with our air source heat pumps.l do laundry only in cool water. | use my Fortis-supplied outdoor clothesline at
every opportunity. All winter we use our wood stoves so that we use as little electricity as possible.. We are
among the most energy conservant households | know! We have a large home and household and our bills
have gone way way up since the introduction of the 2-tier system. the next step for us in saving will be to set
up for solar, which may very soon be much cheaper than Fortis, or alternatively freezing in the dark.

31

No reason to give a comment, Fortis will do whatever they want,to increase profits.

32

We have done EVERYTHING we could and can to reduce electricity usage over the years. R50 Insulation in the
attic, new energy efficient furnace, heat pump etc. etc.We were on the we fell under your new rules and
ended up paying equal monthly payment plan and always paid ahead. As a result we ended up paying
more.We talked with Fortis and they agreed. We have no access to natural gas for heating so depend on
electricity. We have lived at the same location for 31 years. We have a energy efficient Hearthstone wood
stove but due to lung issues | cannot use it.We turn lights off.We are totally fed up with Fortis and the B.C.
Energy Commissionwho hold us ransom. The new towers above us are unsightly as well.

33

If we received this info, we've missed it. Our electricity bill is outrageous, and every time when we question it,
we're given outrageous responses. How is it justified, that a 5100 sf house, when not occupied, be billed
several hundred dollars a month. We have ALWAYS been conscious of consumption, as we are
environmentally aware, but to face the bills we do, is not at all acceptable. Long before it became neessary to
turn off all appliances, computers, lights, etc etc.. we were doing it. But now, the bills...it does contribute to
my disgust with how our country is being run into the ground. I'll stand corrected, but believe it may have
been tax dollars that built the hydro electric sites, funded it all, and now years later, we are billed to death.
The wage structure in Fortis is beyond my understanding. |1 own a very successful business, and am known to
reward employees, and did it all with MY money,,not tax dollars,,,,but there is no way | can compete wage-
wise with the Fortis crew.
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Do you have any comments about the Residential Conservation Rate that you would like to share with

FortisBC?

We have a new very efficient heat pump system. We control the heat/cooling in our home with a new
thermostat. We changed to a hot water on demand gas system. We have a new energy efficient dishwasher
and washer and dryer. We use our gas fireplace to help heat the house in winter. We use a gas stove. We
have double paned windows. We have had an energy audit. And our electricity bill has doubled. There is not
anything more we can do. We are angry about the Residential Conservation Rate.

35

We operate a very seasonal Vacation Rental, so monthly electrical bills are highly variable. As | am waiting to
move, home modifications are both irrelevant & unrewarding at this time. | do expect to review electrical use
in my new home.

36

It's a good idea. | think Fortis BC should have even greater benefits to consumers who have low power usage.
People in large home, one must assume they have a large family, must teach their children to be good
steward of the use of electricity so we don't have to built dams everywhere. The power in this province
should be the cheapest in the land not because we use more but because we use less and we sell the surplus
to the United States to reduce BC consumers costs and improve already existing infrastructures.

37

Would like to hear more about it in the media

38

| feel it is a huge money grab. | do not believe that anyone can fit under the cap which has been imposed. We
use electricity only for lighting and appliances, all of which are energy efficient, yet our bill has increased by
more than $100.00 per month.

39

| really do not think it makes any difference - Many people have to use their electricity/gas at certain times of
the day because of work hours and many other factors. It is the wrong time of the day to take advantage of
the Conservation rate.

40

| have had two occasions where | have been charged for electricity because it reached tier 2 level. In fact, that
was not so, was much higher than the real amount used. The problem was the estimated electrical used. On
both occasions when this happened, | went outside and checked the actual reading. | phoned customer
service and the necessary changes to my bill were made. | have always been very conscious of our use of
electricity and have done many things over the years to be environmentally correct to cut down my use. The
problem now is that whenever people cut their consumption, the power company must increase its rates to
ensure greater profit. Customers are never in a winning situation because rates just continue to climb so that
stockholders and companies can make money.

41

Scrap it. 2 tier system is unfair to consumers.

42

| have no alternative but to use Fortis electricity as it is the only utility available to me, we do not have natural
gas in this area. The residential conservation rate is totally UNFAIR to those who have no alternative and
must heat their homes with electricity. In particular, | am a retired person on a modest, fixed income and the
introduction of this rate structure has resulted in an EXTREME BURDEN on my finances... | still have not yet
fully paid off last winter's heating bill. The idiots who dreamed up this inane rate program should be shot.
Totally unfair. | guess I'll have to cut down more trees. The program may be well intentioned, but is STUPID!

43

Revenue neutral: Rarely is anything Revenue Neutral. It would be fairer to place a limit on electricity charges
during the hot/cold season where less affluent people are subsidised in order for them to have a reasonably
comfortable existence during cold winters and hot summers.

44

Quer the past 2 years we have invested in new energy efficient hot water heater , washing machine,
dryer,cloth drying line, rewfrigerator, kitchen stove, heatpump.(new air source typeO Had an energy efficency
check and made recommended changes. Cut our electricity coverage in half and still pay more than before.

45

The jury is still out as far as | am concerned, including the matter of so-called smart meters. However, | feel
very badly for area residents who heat with electricity because | remember - all too well - when British
Columbians were urged to "live better electrically" as the future was on the side of those who made more use
of electricity rather than oil, etc.
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Do you have any comments about the Residential Conservation Rate that you would like to share with

FortisBC?

I think the Residential Conservation Rate is a good idea if Fortis would implement it properly. As it is, Fortis is
estimating our consumption at much higher than previous years, charging us the higher rate and then not
giving us a fair deal when they actually read the meter. Made my husband furious and he asked to be put on
the old system. He is not the only one complaining about this - it is very bad for the company's image. They
have used what should be a reasonable system to rip people off. Even if the amounts are small per person
the negative impression is huge.

47

Yes, it is unfair towards people who have no other choice. We bought a condo that has baseboard heaters
and a wall a/c unit. Everything is electric and there is nothing we can do about it. | like using electricity, as it is
the cleanest form of power that is available to us. Using wood or gas pollutes the air. | have severe asthma
and struggle to breathe every winter because of people using wood in their homes. Using wood for heating is

for people's lungs---stop using wood now!!! You should be encouraging people to switch to electricity.

48

it is far easier for me to know i'm getting the same rate each month.

49

Take the carbon tax on natural gas & shove it up your ass

50

| had already taken a number of the conservation measures before the Residential Conservation Rate came
along. Since my electricity bills have not changed noticeably, | assume that the rate charged for lower usage
has not gone down, but that the rate charged for higher usage has gone up.

51

| dont remember hearing about it. | live alone, with a mild physical disability, the medication affected my
short-term memory, so | will look into this RC Rate. | rent in subsidized housing where | pay my own utilities,
but | dont have a lot of control over changing things, nor have | had the extra money it takes to invest in more
efficient appliances for example. The suite | am in is poorly insulated, it is very hot in summer, and cold in
winter. The cost of utilities here may force me to move at some point, but | am not sure where | will go. Fortis
sent me a free energy savings kit which helped a little, | appreciated that. Thank you for listening :)

52

| think it is a sham that we were encouraged to go electric and now are being severely penalised for doing
solll

53

| renovated my house in 2009/2010 installed energy efficient everything, | installed a new efficient heat pump
last winter and my bills went up dramatically with the new conservation rate. | am disappointed that the
cleanest energy source is the most expensive, | will be burning more wood in my fireplace in an attempt to
save money. We have no cheaper alternative to heat our home in my area, or | would go natural gas instead. |
am disappointed in the conservation rate, it is NOT a realistic amount for any one raising a family. | am okay
with a conservation rate, i think the base amount is far too low for anyone that is raising a family.

54

We use the same amount of electricity as before, but our bill went up a bit as a result of the increase to
electricity on Jan 1/2012. The Residential Conservation Rate was too abstract to make us change how we use
electricity. There was no advice about how it would affect our bill if we cut down on usage. It will take a
DETAILED analysis of our usage and exactly where we will save for us to make any change to our
consumption.

55

There is no excuse fir the continued large increases in the cost of electricity while Fortis BC (a monopoly)
shows continuing record profits. The so-called 'regulation' by the Province has become a rubber stamp for
approval.

56

conservation rate hurts consumers that have no other option than electric heat.

57

Stop raping the public so you can show enormous profits and give back what you've already stole from us.
ENOUGH IS ENOUGH ALREADY.

58

the rate should be adjusted a bit higher, our household already adjusts thermostats, lites are turned off,
appliances are unplugged but our rate is still high

59

It should somehow be based on the number of people in the household. Obviously a single person will use
less than a family of 8 like ours. | think this is very unfair that we are charged on the same rate scale.

60

Fortis is investing in a lot of costly unnecessarily capital expense to justify raising our rates eg. waneta
expansion how much generation will it produce in the fall and winter nothing U steal water from the original
plant of which U upgraded to generate more power people are not stupid




61

Do you have any comments about the Residential Conservation Rate that you would like to share with

FortisBC?

We took advantage of all the incentives and rev=bates a few years ago to upgrade our heating/AC use. Now
we have an inefficient heat pump and fortunately a high efficiency furnace. Not looking forward to our
summer AC bill - not a lot of choice when it's in the mid + 30's I!! The threshold is way to too low!

62

We installed a programmable thermostat several years ago. We have always taken a conserving approach to
use of electricity and natural gas. Our house is a very tight R2000 house. There is not much more that we can
do to reduce energy consumption. | feel that the present rate structure still penalizes our best efforts to
conserve so it inevitably puts more money into Fortis BC's coffers.

63

| would rather pay 1 flat rate than have a tiered system. | feel that people with larger families really suffer
with the tiered rating system. You have to do laundry and cook.

64

just another try at tricking people to think Forskin B.C. is being responsible to it's customers...when in real
time they are trying to find new ways to increase profit

65

We did all the energy saving installations four years ago. The new rate structure doesn't affect us yet....but
people who were encouraged for years to go all electric are really suffuring especially with electric heat. We
no longer use our electric fireplace as we did. We do watch to not leave TVs, lights on, etc running when not
using. | don't believe it is residential usage as big a problem as commercial buildings....over air conditioned
etc.

66

WE HAVE ALWAYS MADE AN EFFORT TO TURN THE THERMOSTAT DOWN AND TO USE ELECTRICITY WISELY,
FOR EXAMPLE, TURNING LIGHTS OFF WHEN NO ONE IS USING THAT ROOM.

67

Live in an all-electric Manufactured Home, only 960square ft., and our bill has gone up a lot, for no dicernable
reason.

68

yes | would like to know more about the residential conservation rate.could you send out some information
on this.

69

| have set up my account on the monthly installment program. Every month | receive a bill either stating that
the consumption for the previous month as either estimated or verified. The conservation rate is then set for
800Kwh per month. | have found that on the estimated use cycles the estimate is typically rather low
resulting in the verified month showing more than 800Kwh of consumption. In doing it this way | feel | am
being over charged. Here is an example. Say someone uses 1800 Kwh over two months. Month one it is
estimated that one uses 600Kwh and the next when verified it comes to 1200 Kwh. Resulting in 400kwh
charged at the higher rate. If | was not on the same system and was invoiced bi-monthly there would be a
result of only 200 Kwh. | would suggest that on the estimated months people be charged 800Kwh and then
what ever the verified amount comes to. | know when | looked over a year of bills | had a savings of over 505
This feels like Fortis is taking advantage of me.

70

Regardless of your questions the object of this lesson is to increase the taxes paid to the Liberal Government
This would include the installation of "smart meters", another ripoff

71

Another way to get more money for Fortis. How is less (water powered) electrical use good for the
enviroment. More like the less we ( Canaduian customers) use the more can be sold to the Americans!!

72

British Columbia consumers are being sold a bag of goods about environmental concerns and the real reason
for lowering consumption is to sell power on the grid to the Yanks. We should be looking after our own
power needs at reasonable rates and the Americans can develop their own. This new system is a ripoff. We
are being charged more to boost someone's profit share and the meters are going to really soak consumers in
the future. | have always been satisfied with Fortis until the last year. Greed has no limit | suppose. This
company can rip us off and our only recourse if to buy new appliances to suit their aims enough already

73

All it did was give the big shots at Fortis more money in their pockets. Their pay is outrages and the Board
should cut it by approx. 300 to 400 %. There is no one worth the monet the top brass at Fortis deserve the
money they are getting. We the consumer have to use electricity and they are the only one we can buy from.
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Do you have any comments about the Residential Conservation Rate that you would like to share with

FortisBC?

| find that this rate penalizes those that have no other choice than to use electricity for their main choice of
heating. We have no access to gas, and therefore must rely on electricity for everything. We have an Air
Source Heat Pump unit, our home is under 10 years old, we have new, thermal windows, turn down the temp
in rooms we don't use, have window blinds on all our windows and new, energy star appliances (stove, fridge,
microwave, washer and dryer). We run the dishwasher once per week and do laundry one day per week.

Last year our Dec 5 to Feb 3, 2012 bill was $555 using 5288 kwh. This year our Dec 5 to Feb 3, 2013 bill was
$608 using only 4855 kwh. If we had used 5288 kwh during the same period this year, it would have cost us
$512 instead of $608. THIS IS A 19% INCREASE IN ONE YEAR! This is completly unacceptable and unfair to
those customers who have no other option than to use electricity for their main source of heating.

75

It sucks

76

Need to read the details which | did not do

77

| didn't even know about it. | think Fortis has a responsibility to provide more education and awareness for
its customers.

78

My major concern is with estimated billings that bear no relationship to past usage. The result is that since
April, I have been charged at second stage rates for electricity that has not been used. If it was only charging
ahead of time for what will be used that would be annoying enough. It is difficult not to be cynical about
Fortis' motives as | pay at the higher rate while noting that on bills such as the most recent, estimated usage
was 24 kwh per day while the usage in the same period one year ago was a mere 9 kwh per day. As of today
(September 8) my meter reads more than 1000 kwh below the July 29 estimate.

79

It doesn't matter.. I'm a single working mother of three!! | provide for my kids on a single income. I live in a
rental and | pay the electricity. | can't afford to move to a home with energy efficient windows.. Appliances..
Etc!!! All of us single or low income families suffer .

80

| have done most things long before the conservation rate, to reduce consumption including fluorescent
bulbs which often don't even last 2 years

81

| have only moved here two months ago, so | can,t give an accurate opinion of this program.

82

Already have energy efficient appliances, programmable thermostat, extra insulation, etc

83

We are trying to minimize our electricity consumption and cannot come close to the Residential Conservation
maximum usage. To me that indicates that the maximum is set too low.

84

It's ridiculous! We have basically had the house shut down for the months of May June July and August . . .
and cost is up???

85

unfair threshold for those with no options other than electric total unfair to larger family household fortis
should save money with less adevtising promotion, corporate pork barrelingmake more options avail to those
with creeks to supply themselves affordably

86

As | live on the lake my entire house is heated with electricity as no gas is allowed here. My bills have more
than doubled - not impressed with this rate increase at all.

87

It's just another social engineering gimmick that provides essentially nothing for the consumer.

88

the last question has no value as | have have done some of the things listed, but not "as a result" of the
changes, they were done without the knowledge that the program existed.l doubt that Fortis or any other
utility really cares about the environment, do you generate less, not likely! | would say that when customers
in BC reduce their consumption for any reason this just frees up MW's for you to sell on the open energy
markets for greater profits.Happy feduciary corporate agenda!!Let us know if you "change" your corporate
structure and actually do something for the environment.

89

we are very conservative in our usage of electricity. Our home only has one source of heating - that is
ELECTRIC. What we have notice is that using the same amount or less each year; we are being charged more
because of the RCR. Maybe you could consider rising the threshold for the RCR so that it affects the 'higher’
user but not the conservative saver. | feel that we are being punished with higher fees for being very
conservative. thank you
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Do you have any comments about the Residential Conservation Rate that you would like to share with

FortisBC?

| believe it a horrible program and | am thoroughly discussed with the whole system no one vendors except
the salaries. It is unacceptable and we need our energy sources to be privatized. Government should not have
the monopoly here very wrong.

91

replaced the standard "through the wall" air conditioner with a minisplit heat pump, with a capacity of 12,000
BTU and a SEER rating of 18. Some savings achieved by this, but am unable to quantify.

92

What is someone to do when they cannot afford electricity? | am close to that. Fortis, in my opinion, is ONLY
interested in making more money for their shareholders so | don't believe that these changes are revenue
neutral.

93

For an all electric house, i have no control over the electricity i use. If i had time of use metering, then i would
be in control and choose cheap or expensive electricity. Fortis already said at the commission hearings that
they wanted to reduce peak demand. so time of use would help that issue. i would heat my hot water, off
peak, hot tub off peak, dish washer off peak etc. The RIB plan doesn't address these fundamental issues.

94

It affects me as | don't like gas

95

Before the conservation rate change (2010) | renovated the house and upgraded the attic insulation,
upgraded the exterior and interior wall insulatio,n replaced a patio door with a heat efficient window,
replaced a 40 year old electric furnace with a new one, and installed a heat pump. What else was the
Conservation rate supposed to motivate me to do? | think the rate is totally unfair to those who use
electricity alone for home heat. | would welcome further discussion. Keith MacMillan 250 764 1325.

96

This rate penalizes renters who do not have a choice in what kind of heating they have. We are stuck using
electricity due to the landlord not wanting to spend extra on new appliances, windows, and hot water
heaters. Our powerbill this winter was 400 which was double what we spent at another property the winter
before

97

| am one conservation-minded person living in a small house with primarily wood heat (but would prefer
electric if | could afford it, due to lower CO2 emissions). | line-dry my laundry, and turn off anything not being
used. Despite all this, | still get charged the higher energy block rate on many of my bills. | fail to see how
this is supposed to save any low energy-use customers any money.

98

Unfortunately there has been a push towards using electricity over gas for heating. | converted to a energy
efficient heat pump, but now with the increase in electrical rates I'll be using gas again. Seems a bit
suspisious.

99

Disagree with it. Just another moneygrab and dumb idea to justify some burocrats job

100

The threshold between "base" and the higher rate is far, far too low. We use geothermal and an instant hot
water heater (NG) and my energy bill is beyond comprehension. If we didn't use any appliances and/or lights
I'm not sure we could stay at the base rate and we don't have a huge house - and there are only 2 of us in it.

101

Its a really bad idea and very unfair on people who have no choice but to use electricity from a monopoly
supplier. | have little choice aboput how much electricty | use unless | want the kids to be cold. IT SHOULD BE
SCRAPPED

102

Quite happy if rates don't go up;

103

As a renter/tenant | have no choice as to how my home is heated. Being a person on a fixed income this new
Residential Conservation Rate has me literally cold!!! in winter months and | have NO SAY about how this
home is heated. My bills were so high that | had to seek assistance to cover them and am still trying to catch
up from last winters bills while Fall is almost here again! | am not happy about this service for persons who
cannot afford this tiered billing....... it's fine for those with larger residences and