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PART I: INTRODUCTION AND OVERVIEW 

 This is BC Hydro’s Final Argument1 in regard to the proposals contained in its 1.

2015 Rate Design Application,2 filed pursuant to sections 58-61 of the Utilities 

Commission Act (UCA or Act).3     

Introduction 

 It is important to put the Application and the approvals sought in context.  First, 2.

the last time BC Hydro comprehensively addressed its rate designs was in 

2007.4 During the intervening years, a number of new BC Hydro rate designs, 

some of them fairly novel, were proposed and implemented and have now been 

in effect for a number of years.5  This means BC Hydro has had the opportunity 

to review and evaluate the various rate structures and specific design elements 

of those rates from both a customer and operational perspective.   

 Secondly, and what will become evident throughout each part of this Final 3.

Argument, is BC Hydro’s focus on responding to customer expectations.  In the 

preparation of its 2015 RDA, BC Hydro carried out an unprecedented level of 

stakeholder engagement.6  This engagement not only guided and informed each 

of the proposals contained in the Application but has resulted in deeper 

relationships between BC Hydro and its customers.  Almost every intervener at 

the oral hearing commended BC Hydro on the manner in which it carried out the 

stakeholder engagement7 in an open and transparent way and BC Hydro 

                                            
1 BC Hydro uses and adopts all of the defined terms and acronyms used in its Application in this Final 
Argument. 
2 Exhibit B-1, 2015 RDA or Application.   
3 R.S.B.C. 1996, c. 473.  
4 The scope of BC Hydro’s 2007 RDA included six of seven BC Hydro rate classes – Transmission 
Service rate structures were not addressed as these had been reviewed in 2005.  See In the Matter of 
British Columbia Hydro and Power Authority: 2007 Rate Design Application, Phase 1, Decision, October 
26, 2007 (2007 RDA Decision), copy available at 
http://www.bcuc.com/Documents/Proceedings/2007/DOC_17004_10-26_BCHydro-Rate-Design-Phase-1-
Decision.pdf.    
5 For example, the Residential Inclining Block (RIB) rate, and the Medium and Large General Service 
two-part energy rates. 
6 The process BC Hydro undertook in its engagement activities is described at Application, Exhibit B-1, 
section 2.2.3, starting at p 2-16/pdf 69 and in more detail in Part II below. 
7 For example, each of the CEC, BCSEA/SCBC, BCOAPO and AMPC specifically remarked on BC 
Hydro’s considerable consultation efforts during opening statements.    

http://www.bcuc.com/Documents/Proceedings/2007/DOC_17004_10-26_BCHydro-Rate-Design-Phase-1-Decision.pdf
http://www.bcuc.com/Documents/Proceedings/2007/DOC_17004_10-26_BCHydro-Rate-Design-Phase-1-Decision.pdf
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similarly appreciates the time, effort and thoughtful engagement that each 

stakeholder brought to the process.   

 Finally, a number of regulatory, legal, and policy developments have occurred in 4.

the years since 2007 that either directly impacted the scope and alternatives 

considered and/or guided the development of the proposals contained in the 

Application.  Perhaps most directly applicable in this respect is Commission 

Order G-13-14 (the RIB Re-Pricing Decision) which, among other things, 

directed that BC Hydro file an updated RDA in Fiscal 2016.8   

 Taken together, each of these factors allowed BC Hydro to take stock of what 5.

was and wasn’t working with respect to its rates.  Numerous evaluations and the 

modelling of different scenarios coupled with customer workshops, focus groups 

and face-to-face meetings, meant that BC Hydro was able to develop rate design 

(including Electric Tariff terms and conditions) options and alternatives from an 

informed and customer-specific perspective.  Ultimately, the proposals put 

forward in the Application and summarized below are the result of this process.  

This means that in some instances, where things were generally found to be 

working well and achieving the results intended, BC Hydro has proposed little or 

no change.  On the other hand, where rate structures were found to be too 

complex and largely unworkable, BC Hydro has proposed wholesale change.  In 

the end, while a balancing of interests is always necessary in rate design, BC 

Hydro endeavoured to reflect consensus views with each of its proposals, and in 

BC Hydro’s view, it was largely successful in this regard. 

 Against this backdrop, and because of the broad scope contemplated for the 6.

2015 RDA, the regulatory review of the 2015 RDA was split into two modules.  

Module 1, which is the subject of this Final Argument, was scoped to address BC 

Hydro’s F2016 COS study; proposals for Residential, Small General Service 

(SGS), Medium General Service (MGS), Large General Service (LGS) and 
                                            
8 See In the Matter of the Utilities Commission Act, R.S.B.C. 1996, Chapter 473 and British Columbia 
Hydro and Power authority Residential Inclining Block Rate Re-Pricing Application, Order G-13-14, 
February 4, 2014; copy available at http://www.bcuc.com/Documents/Proceedings/2014/DOC_40513_G-
13-14-BCH-RIB-Rate-Re-Pricing-SRP-Reasons.pdf.    

http://www.bcuc.com/Documents/Proceedings/2014/DOC_40513_G-13-14-BCH-RIB-Rate-Re-Pricing-SRP-Reasons.pdf
http://www.bcuc.com/Documents/Proceedings/2014/DOC_40513_G-13-14-BCH-RIB-Rate-Re-Pricing-SRP-Reasons.pdf
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Transmission Service default rates; and Transmission Service Rate Options.  

Module 1 of the 2015 RDA also canvased proposed changes to BC Hydro’s 

Electric Tariff terms and conditions (collectively, the Module 1 Issues).9   

 Module 2 of the 2015 RDA, which BC Hydro will begin consultation on in the fall 7.

of 201610, is expected to address the following: voluntary General Service rate 

options11 including CEC’s proposal for a non-firm interruptible rate pilot for MGS 

and LGS customers;12 Transmission extension policy; Distribution extension 

policy; rate structures and terms and conditions for non-integrated areas; the 

Commercial E-Plus rate, the Irrigation and Street Lighting rate structures; the 

possibility of an extra-large general service class; farm service issues; and 

optional Residential rates.  The scope of the Module 2 application will be further 

refined through engagement and review of government policy.  Depending in part 

on the timing of the 2015 RDA Module 1 Decision, BC Hydro currently expects to 

file a 2015 RDA Module 2 application with the Commission sometime in the 

summer of 2017.13  

 On September 24, 2015, BC Hydro filed its 2015 RDA which included its 8.

proposals for the Module 1 Issues.  A number of the proposals contained in the 

Application have already been reviewed through expedited review processes 

which have resulted in Commission approvals.  Those proposals were:  

                                            
9 BC Hydro’s 2015 RDA did not seek any DSM-related relief and as outlined in Exhibit B-38, BC Hydro did 
not put forward a witness at the oral hearing to speak to DSM-related issues because, in BC Hydro’s 
view, that issue is more appropriately addressed as part of BC Hydro’s F2017-2019 RRA which seeks 
acceptance of BC Hydro’s proposed F2017 to F2019 DSM expenditure schedule.  
10 See Mr. Anderson’s Opening Statement, Exhibit B-38, p 6/pdf 10. 
11 BC Hydro’s preference, which was accepted by stakeholders, was to use Module 1 to set the default 
Residential and General Service rate structures prior to pursuing optional rates for General Service 
customers which can be reviewed as part of Module 2.  In this way, Module 1 sets the foundation for 
future BC Hydro proposals concerning Residential and General Service customers rate options to offer 
such customers additional choice.  Please refer to Application, Exhibit B-1, pp 1-21 to 1-22/pdf 41 - 42.   
12 During the 2015 RDA engagement, the CEC advocated expansion of the freshet rate pilot program to 
include commercial customers, and, a non-firm interruptible rate pilot for MGS and LGS customers.  
Pursuant to Order G-128-16, the Commission ordered (1) BC Hydro commence stakeholder consultation 
with the CEC in October 2016, and (2) that BC Hydro consider the evidence filed by the CEC in Module 1 
of the 2015 RDA during the consultation process and, if appropriate, that evidence could be brought 
forward in Module 2.   
13 See Mr. Anderson’s Opening Statement, Exhibit B-38, p 6/pdf 10. 
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• the F2016 Cost of Service Study;  

• the MGS and LGS pricing proposal for customers without historical 

baselines to take service at 100 percent part 1 pricing;  

• the freshet rate pilot for Transmission Service customers; 

• a change to the definition of “availability” and a change in the definition 

of High Load Hours in Rate Schedule (RS) RS 1852;  

• the division of the Street Lighting rate class into two classes - a BC 

Hydro-owned and non BC Hydro-owned rate class; and 

• changes to the Minimum Reconnection Charges in BC Hydro’s Electric 

Tariff terms and conditions. 

(collectively, the Expedited Review Proposals). 

 A complete list of the Expedited Review Proposals, orders granted and a 9.

summary of Commission determinations is attached for reference at Appendix A 

to this Final Argument.   

 At section 1.1.3 of the Application, BC Hydro summarized the major elements of 10.

its requested orders.  Because many of the Module 1 Issues were reviewed 

through expedited process, the orders BC Hydro now seeks have been reduced.  

As a result, the draft forms of orders attached as Appendix A to the Application, 

specifically, Appendices A-1A, A-1B, A-1C and A-1D (collectively, the Draft 
Orders) all required significant modification to remove those aspects that have 

already been determined.  Rather than provide blacklines of each of the 

appendices, BC Hydro has instead consolidated the Draft Orders into a single 

comprehensive draft form of order (the Consolidated Order) which is attached 

as Appendix B to this Final Argument.   

 Additionally, due to the passage of time between filing the 2015 RDA and the 11.

expected Commission decision, and on the assumption that the Commission 
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renders a decision by March 1, 2017, BC Hydro proposes that all orders it seeks 

be made effective April 1, 2017.     

 BC Hydro submits that the broad stakeholder consultation and support for its 12.

proposals, the extensive written evidence14 and testimony over 5 days of oral 

hearing all support BC Hydro’s request for the orders sought in the Consolidated 

Order. 

Overview of Final Argument 

 The remainder of this Final Argument is organized as follows: 13.

• Part II expands on the context for the proposals contained in the 2015 RDA;  

• Part III addresses the individual components of BC Hydro’s Application and 

the specific orders sought.  Part III is organized into the following sub-parts: 

o BC Hydro Residential Rate Proposals: this includes proposals for the 
RIB rate and E-Plus rate;  

o BC Hydro General Service Rate Proposals:  this includes proposals for 
the SGS, MGS and LGS rate classes;  

o BC Hydro Transmission Service Rate Proposals; and 

o BC Hydro Electric Tariff Terms and Conditions Proposals 

• Part IV is BC Hydro’s legal argument with respect to the Commission’s 

jurisdiction to approve low-income rates;  

• Part V addresses a number of issues that arose in the course of the oral 

hearing phase of the hearing and that do not specifically fall into one of the 

listed categories; and  

• Part VI is a conclusion.   

 Attached to BC Hydro’s Final Argument are also the following appendices: 14.

• Appendix A is a summary of the Expedited Review Proposals;  
                                            
14 Over 10,000 pages of evidence from BC Hydro alone. 
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• Appendix B is a draft form of Consolidated Order; and  

• Appendix C is a blackline illustrating amendments to sections 2.1 and 2.10 of 
the Electric Tariff, as described at paragraphs 173-176 below. 
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PART II:  CONTEXT  

 As referenced in the introduction, the 2015 RDA is BC Hydro’s first 15.

comprehensive RDA since 2007, and only the third comprehensive rate design 

application in BC Hydro’s history (the first was filed in 1991).  

 The main purpose of the proposals outlined in BC Hydro’s Application is to 16.

update its default rate structures and Electric Tariff terms and conditions to reflect 

current conditions.15  These default rate structures will lay the foundation for 

future BC Hydro proposals expected to be addressed as part of Module 2.  

 Many factors informed the proposals contained in the 2015 RDA, both in terms of 17.

BC Hydro’s review of existing rate structures and the development of 

alternatives.  These are described as “inputs” in the Application and are 

canvassed in detail in Chapter 2.  At a high level, these inputs include the current 

legal regime; B.C. Government policy; prior Commission decisions; changes 

within BC Hydro; evaluations of existing rate designs and/or potential rate design 

alternatives; and stakeholder input.  BC Hydro does not repeat all of those 

submissions in this section of its Final Argument; rather, it highlights some of the 

key factors that should be kept in mind when considering its proposals and 

provides more detailed submissions with respect to these inputs where they are 

relevant to and inform a specific proposal below.16   

Legal Regime and Previous Commission Decisions 

 The rate-setting provisions of the UCA are set out in sections 58-61 of the Act.  18.

These sections establish a number of rate and service obligations on utilities, as 

well as a number of rate-setting obligations and powers in the Commission.  

While the specific wording varies significantly from section to section the 

variation has little significance to this application except in regard to the 

Commission’s possible low-income rate-setting jurisdiction, the subject of Part IV 

                                            
15 Also included were optional rates and changes to RS 1852, as discussed more fully below. 
16 For example, where a previous Commission decision or legal requirement is directly applicable to a 
specific proposal, those determinations and legal obligations are addressed within the relevant section of 
Part III below.   
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of this Final Argument.  As has been accepted previously by the Commission, 

BC Hydro therefore uses the expression “fair, just and not unduly discriminatory” 

to capture the statutory basis of the rate-setting provisions of the UCA.   

 The following aspects of Direction No. 717 to the Commission are also relevant 19.

to the consideration of BC Hydro’s proposals:  

• Subsection 5(d) – requires that BC Hydro’s rates are established on a 

cost-of-service basis; 

• Subsection 3(1) - requires that the Commission, in designing rates for BC 

Hydro’s Transmission Service customers, ensure that those rates are 

consistent with Recommendations #8 to #15 of the Commission’s October 

2003 Heritage Contract and Stepped Rates Report and 

Recommendations (Heritage Contract Report).18  Direction No. 7 and 

the Heritage Contract Report requirements are discussed more fully in 

paragraph 143 below; 

• Subsection 9(1) - provides that the Commission, when setting rates for BC 

Hydro for F2017, F2018 and F2019, must not allow rates to increase by 

more than 4 per cent in F2017, 3.5 per cent in F2018, and 3 per cent in 

F2019 on average when compared to the rates for BC Hydro immediately 

before the increase.  These rate increase figures are commonly referred to 

as ‘rate caps’ and are used by BC Hydro when modelling various rate 

designs to determine customer bill impacts; 

• Subsection 9(3) – provides that, when setting rates for BC Hydro for 

F2017-F2019, the Commission must not set rates for the purposes of 

changing the revenue-cost ratio for a class of customers.  This is referred 

                                            
17 B.C. Reg. 28/2014, copy available at  http://www.bclaws.ca/civix/document/id/lc/statreg/28_2014  
18 In the Matter of British Columbia Hydro and Power Authority: An Inquiry into a Heritage Contract for 
British Columbia Hydro and Power Authority’s Existing Generation Resources and Regarding Stepped 
Rates and Transmission Access, Report and Recommendations, October 17, 2003, section 3.0, 
particularly pp 58 to 62; copy available at https://www.bchydro.com/content/dam/BCHydro/customer-
portal/documents/corporate/regulatory-planning-documents/regulatory-matters/heritage-contract.pdf. 

http://www.bclaws.ca/civix/document/id/lc/statreg/28_2014
https://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/regulatory-planning-documents/regulatory-matters/heritage-contract.pdf
https://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/regulatory-planning-documents/regulatory-matters/heritage-contract.pdf
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to as the “Rate Rebalancing Amendment” and as such, BC Hydro is not 

proposing rate rebalancing as part of 2015 RDA Module 1.  

 Numerous Commission decisions have informed the rate design proposals 20.

contained in the 2015 RDA including the 2005 Transmission Service Rate 

Application19 (TSR Application), the 2007 RDA Decision, the 2008 Residential 

Inclining Block Rate Decision20 (the 2008 RIB Decision) and the RIB Re-Pricing 

Decision.  Relevant determinations from each of these Commission decisions 

are discussed more fully below.   

Current BC Hydro Environment - Energy Long-Run Marginal Cost 

 Since 2003, BC Hydro’s long-run marginal cost (LRMC) of new energy supply 21.

has been the benchmark against which BC Hydro’s marginal conservation rates 

are measured.  In the case of RS 1823, the transmission-service stepped rate, 

the Commission has been obliged to maintain the Tier 2 rate at or about LRMC 

of new energy supply by virtue of Direction No. 7 and before that by Heritage 

Special Direction No. HC2.21  In the case of other conservation rates - the RIB 

rate, and the MGS and LGS two-part rates – the Commission has directed BC 

Hydro from time-to-time to move the marginal rate toward the LRMC of new 

energy supply, with a view to incenting economically efficient consumption and 

conservation.22  Other rate structures that have not been established with a 

conservation objective in mind provide marginal energy rates that are more or 

less than BC Hydro’s LRMC range depending on circumstances.23   

 When BC Hydro’s conservation rate structures were established BC Hydro was 22.

facing an energy deficit, on a planning basis, and was perceiving the need for 

                                            
19 The TSR Application resulted in Commission Order No. G-79-05 after a Negotiated Settlement Process 
and Negotiated Settlement Agreement.  The relevant aspects of Order G-79-05 are discussed in relation 
to BC Hydro’s Transmission Service rate proposal below. 
20 In the Matter of British Columbia Hydro and Power Authority Residential Inclining Block Rate 
Application Reasons For Decision to Order No. G-124-08, September 24, 2008, copy available at  
http://www.bcuc.com/Documents/Proceedings/2008/DOC_19754_BCH-RIB-Decision-WEB.pdf  
21 Application, Exhibit B-1, pp 7-6 to 7-8/pdf 363-365. 
22 Application, Exhibit B-1, pp 2-39 to 2-43/pdf 92-96. 
23 For example, the SGS flat energy rate is within the LRMC range by coincidence: see Application, 
Exhibit B-1, pp 6-8 to 6-11/pdf 287-290. 

http://www.bcuc.com/Documents/Proceedings/2008/DOC_19754_BCH-RIB-Decision-WEB.pdf
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significant greenfield acquisitions in the near, medium and long term.24  In that 

context, there was some urgency to implementing conservation rate 

structures.  However, that urgency was tempered by the realization that bill 

impacts – which arise through any rate restructuring due to the need to collect 

the revenue requirement – could be significant if conservation rates were not 

developed and implemented in a manner that limited them to the extent possible 

in the circumstances.25  That is, in the case of each of the TSR stepped rate, the 

RIB, and the MGS and LGS two-part rates, bill impacts to customers were the 

significant issue that limited the degree and speed at which those conservation 

rate structures were put in place. 

 BC Hydro is now in quite a different situation, as can be seen from Exhibit B-37, 23.

the Evidentiary Update regarding its current load-resource balance and LRMC of 

new supply (energy and capacity).  In the current environment, BC Hydro no 

longer anticipates having to enter into greenfield IPP purchases until F2034, 

while DSM and IPP renewals are the marginal resource for planning purposes in 

the meantime at an anticipated cost no greater than $87/MWh.26  In addition, the 

cost of greenfield IPPs has decreased in recent years and is currently believed to 

be $102/MWh.27  The result is an LRMC range between $87/MWh (until F2034) 

and $102/MWh (after F2034).  In a rate-setting context these circumstances raise 

the issue of the degree to which BC Hydro’s conservation rates ought to be 

maintained, and the corollary issue of the degree to which BC Hydro’s marginal 

conservations rates (RIB Step 2, MGS and LGS Part 2 and TSR stepped rate 

Tier 2) should strictly adhere to BC Hydro’s current estimate of LRMC.  BC 

Hydro’s proposals reflect a response to these issues that is not simplistic and 

uniform across all its conservation rates but instead thoughtful and responsive to 

the unique circumstances of each.  In the case of RS 1823, the recent reviews of 

RS 1823,28 the imperatives of Direction 7 and stakeholder consultation have 

                                            
24 Application, Exhibit B-1, Section 2.3, starting at p 2-30/pdf 83-108. 
25 See for example section 5.7 of the 2008 RIB Decision. 
26 In F2016 dollars – Exhibit B-37, p 3-49/pdf 13. 
27 In F2016 dollars – Exhibit B-37, p 3-49/pdf 13. 
28 For example, the 2013 Industrial Electricity Policy Review. 
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resulted in a proposal to retain the rate structure while tweaking the Tier 2 pricing 

to keep it within the lower bound of the LRMC.  In the case of the RIB rate, the 

generally successful performance of the rate as informed by extensive analysis 

and stakeholder consultation has similarly resulted in a BC Hydro proposal to 

maintain the ratio of Step 1 and Step 2 rates and continue to send a consistent 

and stable long run price signal; and, in the case of the MGS and LGS 

conservation rates, the failure of those overly complex rates to send a strong 

signal and deliver conservation or to be generally satisfactory to customers has 

caused BC Hydro to propose abandonment of those rate structures in favour of 

simple flat rate structures.  

Rate Design Criteria 

 BC Hydro’s rate design proposals have been evaluated in accordance with the 24.

well-recognized rate design criteria derived from Bonbright’s Principles of Public 

Utility Rates text29 which are described more fully at section 2.4.1 of the 

Application (the Bonbright Criteria).    

 As set out at Table 2-7 of the Application30, BC Hydro’s proposed rate design 25.

criteria are as follows (in no particular order):  

• Price signals that encourage efficient use and discourage inefficient use; 

• Fair apportionment of costs among customers; 

• Avoid undue discrimination; 

• Customer understanding and acceptance, practical and cost effective to 
implement;  

• Freedom from controversies as to proper interpretation;  

• Recovery of the revenue requirement; 

• Revenue stability; and 

• Rate stability. 
 

                                            
29 James C. Bonbright, Principles of Public Utility Rates (1st Edition; Columbia University Press: New 
York, 1961), p 291.  
30 Application, Exhibit B-1, p 2-57/pdf 110. 
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 An evaluation of each of the BC Hydro proposed rate structures against the 26.

Bonbright Criteria described in Table 2-7 of the Application is found in BC 

Hydro’s response to BCUC IR 2.170.1.31 

 In the 2007 RDA Decision the Commission found Bonbright’s eight rate design 27.

criteria to be appropriate and consistent with the statutory test of “fair, just and 

not unduly discriminatory.”32  In the 2008 RIB Decision the Commission 

confirmed this determination and found that the Bonbright Criteria also form an 

appropriate foundation for more innovative rate designs. 33  BC Hydro’s 

experiences since 2007 have not caused it to modify its interpretation of the 

above rate design criteria.34  As such, BC Hydro submits these well-known and 

recognized rate design criteria are consistent with and satisfy the statutory test 

of “fair, just and not unduly discriminatory.” 

 Where there has been a change since 2007 is with respect to the priority BC 28.

Hydro has placed on specific rate design criteria.  While BC Hydro considers 

each Bonbright Criteria important in guiding and influencing the proposals it has 

put forward, as evidenced throughout its Application, where conflicts arose, BC 

Hydro prioritized three rate design criteria over others.35  In his Opening 

Statement, Mr. Anderson described these priorities as follows:  

1. Customer understanding and acceptance: rates should 
be clear, transparent and cost effective;  

2. Stable rates for customers: minimize unexpected 
changes that can be adverse to existing customers – 
where rates are generally working and well understood, 
like our residential RIB rate, they need not be replaced; 
and 

                                            
31 Exhibit B-23, pdf 167-173.  
32 2007 RDA Decision, p 58. 
33 2008 RIB Decision, p 51. 
34 See BC Hydro response to BCUC IR 1.6.1, Exhibit B-5, pdf 91-92. 
35 As stated by Mr. Doyle at the oral hearing, rate design requires trade-offs amongst various criteria and 
where there is a conflict, BC Hydro has put more weight on those factors they have identified as priorities, 
see Transcript v3, p 430 lines 12-19. 
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3. Fair apportionment of cost among customers: cost 
recovery of various cost drivers such as fixed demand 
related costs should be reflected in the charges. 36   

 During the IR process and at the oral hearing, a number of parties commented 29.

on BC Hydro’s change in prioritization of the Bonbright Criteria and specifically, 

the absence of “efficiency” as one of the top principles.   

 Since 2007, BC Hydro’s experiences, including its environment, have caused it 30.

to modify its prioritization of the Bonbright Criteria which, in BC Hydro’s view, 

should reflect the utility’s situation at the time of the particular rate design 

initiative.  As such, BC Hydro submits that prioritization should and in fact is 

expected to change over time.37 

 During the extensive stakeholder consultation engagement, most stakeholders 31.

ranked fairness and customer understanding and acceptance most highly38 and 

were aligned with BC Hydro’s prioritization of the Bonbright Criteria.39 

 BC Hydro’s further evidence on this topic can be summarized as follows:40  32.

• A number of elements such as a change to the self-sufficiency regulatory 

regime and reduced load forecasts led to a reduced forecasted energy 

and capacity need since 2007.   

• As discussed above, this resulted in a lower energy LRMC as compared 

to 2007.  The reduced need for energy and capacity is one of the factors 

leading BC Hydro to prioritize customer understanding and acceptance 

and stable rates for customers over the Bonbright efficiency criterion.   

• The reduced forecast energy and capacity needs enabled BC Hydro to 

take stock of existing rates introduced to achieve energy conservation 

                                            
36 See Mr. Anderson’s Opening Statement, Exhibit B-38, p 1/pdf 5.  See also Application, Exhibit B-1, 
Table 1-2, p 1-20/pdf 40. 
37 See BC Hydro response to BCUC IR 1.6.1, Exhibit B-5, pdf 91-92. 
38 Application, Exhibit B-1, p 2-22/pdf 75.   
39 Application, Exhibit B-1, section 2.4.1.2, p 2-61 to 2-62/pdf 114-115. 
40 See BC Hydro response to BCUC IR 1.6.1, Exhibit B-5, pdf 91-92. 
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since 2007 (RIB rate, MGS two-part baseline rate, LGS two-part baseline 

rate) and to propose replacement or amendment of rates that clearly do 

not meet the customer understanding and acceptance criterion such as 

the LGS and MGS rates;  

• Recent B.C. Government initiatives conveyed a focus on rate impacts such 

as the Direction No. 7 rate caps and the Government’s response to the 

2013 Industrial Electricty Policy Review (IEPR) task force.  These 

additional factors also led BC Hydro to prioritize customer understanding 

and acceptance, including bill impacts. 

 As summarized by Mr. Doyle at the Oral Hearing:  33.

BC Hydro believes we took a principled approach to the 
development of our Bonbright principles.  We began the 
engagement on those principles back in May of 2014.  We 
engaged all the way through ‘til July 30th, 2015, so the better 
part of I guess 16 or 18 months, and throughout that 
engagement that informed the Bonbright prioritization that 
we outlined.  We do think it was a principled approach we 
do.  It was informed by both stakeholders as well as, as I 
discussed earlier, the circumstances in which BC Hydro is 
operating in today.41 
 

Stakeholder Consultation 

 In the 2007 RDA Decision, the Commission commented on what it considered to 34.

be a lack of meaningful consultation with the interveners prior to BC Hydro 

bringing forward its 2007 RDA proposals.42  This reinforced the notion that BC 

Hydro’s rate design applications should be informed by the views of its 

customers prior to the filing of the application.43  With this in mind, starting in May 

2014, BC Hydro undertook an extensive 2015 RDA stakeholder engagement 

process44 which, over the course of 16 months, included 13 topic-specific 

                                            
41 Transcript v 4, p 677 lines 20-26 and p 678 lines 1-4. 
42 2007 RDA Decision, p 57. 
43 Application, Exhibit B-1, p 2-39/pdf 92.  
44 All as more fully described at Application, Exhibit B-1, section 2.2.3, starting at p 2-16/pdf 69.   
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workshops, three sets of customer focus groups and over 30 face-to-face 

meetings.  

 Each consultation stream served a different but important purpose.  The topic-35.

specific workshops allowed BC Hydro to share detailed information through 

presentations about proposed changes affecting specific customer groups, to 

answer questions, and, receive detailed feedback on proposals.  In total, BC 

Hydro held 13 topic-specific workshops; attendance averaged 35 participants 

and ranged in length from about three to seven hours.45  Customer focus groups 

were held for both Residential46 and LGS/MGS customers47 to explore 

knowledge and understanding of the relevant rate structures and possible 

alternatives.  The results of these sessions are discussed in greater detail in 

Part III below.48  

 Finally, BC Hydro held a series of meetings with individual stakeholders to 36.

discuss rate design issues and concerns, address specific customer feedback, 

explore alternative rate options and examine new initiatives.  BC Hydro held 

over 30 face-to-face meetings with stakeholders and customers including: 

BCOAPO, CEC, AMPC, CAPP, Mining Association of BC, New Westminster, 

UBC, SFU and COPE 378.49  

 Ultimately, all of the proposals contained in the 2015 RDA are the result of the 37.

feedback BC Hydro received during the 16 months of consultation.  As 

described by Mr. Anderson during his opening remarks, “[t]his rate design 

                                            
45 All as more fully described at Application, Exhibit B-1, section 2.2.3.2, p 2-17/pdf 70-74.   
46 The first set of Residential focus group sessions consisted of 6 groups with a total of 54 participants. 
The second set of Residential focus group sessions consisted of 6 groups with a total of 50 participants.  
See Application, Exhibit B-1, p 2-22 to 2-23/pdf 75-76.  Copies of the final reports for the two Residential 
focus group sessions are found at Application, Exhibit B-1, Appendix C-3C, pdf 2405. 
47 Four independently moderated groups were chosen: one government/public sector group and three 
non-government/non-public sector groups based on size.    The LGS/MGS customer focus group report is 
found at Application, Exhibit B-1, Appendix C-4A, Appendix F to the F2014 Evaluation of the Large and 
Medium Service Conservation Rates report, pdf 3422.   
48 And as more fully described at Application, Exhibit B-1, section 2.2.3.3, p 2-21 to 2-25/pdf 74-78.  
49 All as more fully described at Application, Exhibit B-1, section 2.2.3.4, p 2-25 to 2-28/pdf 78-81.   
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application has been a long time in the making, but we truly believe it’s yielded 

some proposals which will have a significant benefit to our customers.”50 

 At the oral hearing, interveners seemed in general agreement that BC Hydro 38.

should be commended for its consultation efforts.  Each of counsel for 

BCSEA/SCBC, BCOAPO, AMPC and the CEC made the following remarks, 

which are worth noting:  

Counsel for BCSEA/SCBC described the process as:  

BCSEA and SCBC participated actively in BC Hydro's 
stakeholder workshops regarding the 2015 rate design 
application. We commend BC Hydro for this pre-application 
process, both the concept of it and the implementation of it. 
BCSEA/SCBC were able to learn about numerous topics 
and potential topics within the RDA rubric in a way that was 
much more efficient and more effective than a written 
Information Request process would have been. Many 
questions and concerns were resolved through that informal 
process, and won't have to be dealt with in the current 
proceeding or specifically in the current oral hearing.51 

 Counsel for BCOAPO stated:  

Prior to filing the 2015 RDA, Hydro entered into a lengthy 
dialogue with its customer groups and held numerous 
workshops which we attended, and solicited feedback from 
participants. We really commend Hydro for carrying out that 
process, because much of our support for BC Hydro's 
proposals in its application arises from the extensive and 
collaborative pre-application consultation process that Hydro 
engaged in.52 
 

Counsel for AMPC stated:  

Now, AMPC has actively participated in the written argument 
and negotiated settlement processes already completed, 
and it was likewise active during the extensive consultation 
process that preceded BC Hydro’s application. More than 
that, in fact. AMPC and BC Hydro and other interveners all 

                                            
50 Transcript v 3, p 422 lines 17-21. 
51 Transcript v 3, p 393 lines 16-26 and p 394 lines 1-2. 
52 Transcript v 3, p 378 lines 11-18. 
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worked hard to resolve many issues and find compromises 
within a process that was very constructive.53 
 

And finally, counsel for the CEC said:  

In this proceeding the CEC participated actively in the 
consultation process that BC Hydro undertook over the last 
18-odd months and we want to commend BC Hydro for 
those efforts.  They were responsive to the 2007 decision of 
this Panel to have consultation at the end of it.54 

 For its part, BC Hydro shares the sentiment expressed by the interveners, as 39.

noted by Mr. Anderson: 

I think from BC Hydro’s perspective, you know, this has 
certainly set a new bar for us in terms of what engagement 
has been done and what it should look like going forward. I 
think we’ve certainly heard good comments from interveners 
that this process, and that's frankly nice to hear, because 
there has been a lot of effort put into it, but you know, it's a 
lot of effort, just not from BC Hydro’s standpoint, but from 
Commission and interveners, and so, you know, from our -- 
in our perspective, that's a great thing. It's a consultation 
engagement process that through that effort you can get to a 
better result, and that's the intent.55 

                                            
53 Transcript v 3, p 404 lines 8-17. 
54 Transcript v 3, p 372 lines 9-14. 
55 Transcript v 3, p 450 lines 21-26 and p 451 lines 1-8. 
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PART III: THE RELIEF SOUGHT BY BC HYDRO OUGHT TO BE GRANTED  

A. BC HYDRO RESIDENTIAL RATE PROPOSALS 

 This section summarizes BC Hydro’s proposals and orders sought with respect 40.

to the Residential default rate which is currently (1) the RIB rate (RS 1101/RS 

1121)56 and (2) the Residential E-Plus rate (RS 1105).57  Each is discussed in 

turn below.   

RIB Rate - RS 1101/RS 1121 

 BC Hydro is proposing to retain the status quo as it relates to the inclining block 41.

(RIB) rate structure that has been in place since 2008.58  That is, BC Hydro does 

not propose changing either the Step 1-Step 2 threshold, nor the ratio between 

Step 1 and Step 2 nor the basic charge.  As discussed further below, the RIB 

rate has delivered energy conservation and is well understood by BC Hydro 

customers.  As such, no final order is required in this regard.59 

 BC Hydro also proposes to continue to apply revenue requirement rate increases 42.

uniformly to each of the RIB rate’s three main pricing elements, which are the 

basic charge, Step 1 energy rate and Step 2 energy rate, in each of F2017, 

F2018 and F2019.  This is referred to as the “RIB Pricing Principles.”60  The 

proposed RIB Pricing Principles are consistent with Commission Order G-13-14, 

which approved the same pricing principles for F2015 and F2016 – specifically, 
                                            
56 RS 1101 is the RIB rate which is the default Residential rate.  RS 1121 is the RIB rate for Multiple 
Residential Service.   
57 As identified in section 1.5.2 of the Application, RDA Module 2 will address: (1) RS 1151/RS 1161 
(Exempt Residential Service) as it is used in part for farm service; (2) RS 1107/RS 1127 (Residential 
Service – Zone II) and RS 1148 (Residential Service – Zone II (Closed)), which are the Residential Zone 
II rates (NIA); and (3) potential Residential rate options.   
58 BC Hydro’s RIB rate was approved by Commission Order No. G-124-08 and made effective October 1, 
2008.  Since 2008, the RIB rate has been reviewed by the Commission in two processes, see Order No. 
G-47-10, issued March 15, 2010 and Order No. G-45-11, issued March 14, 2011.   
59 As noted by Mr. Doyle, the proposals put forward reflect the engagement process that occurred 
however, “BC Hydro’s plan is not to just stop engagement once the rate design application stops” but 
rather, continued evaluation and assessment of its rate structures will occur.  See for example Transcript 
v 5, pp 851-852. 
60 The RIB Pricing Principles refers to how the RRA rate increases, which are set by the Commission 
through BC Hydro’s RRAs, are applied to each of the RIB rate’s pricing elements (Step 1 energy rates, 
Step 2 energy rates and basic charge).  In the RIB Re-Pricing Decision, the Commission approved pricing 
principles which uniformly increased the three pricing elements of the RIB rate by the amount of the 
approved F2015/F2016 RRA rate increases.   
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that the three pricing elements of the RIB rate would increase by the provincial-

directed rate increases of 9 percent and 6 percent respectively for F2015 and 

F2016.   

 The RIB Pricing Principles approved by Order G-13-14 expired on March 31, 43.

2016.  An interim order in the F2017-2019 Revenue Requirements Application 

has given interim effect to the proposed RIB Pricing Principles for F2017 only 

(Order G-40-16).  As such, BC Hydro seeks a final order approving continuation 

of the RIB Pricing Principles for each of F2017 to F2019.  A draft form of Order 

with respect to BC Hydro’s proposal for the RIB Pricing Principles was attached 

to and formed part of Appendix A-1D of the Application.  It now forms part of 

Appendix B, the Consolidated Order, to this Final Argument. 

RIB Rate Background 

 The RIB rate is a two-step inclining block rate, with the first portion called the 44.

Step 1 energy rate and the amount above that, the Step 2 energy rate.  The RIB 

rate is a ‘conservation rate,’ that is, its intent is to encourage higher energy 

consumers to consume less.61  As shown in the below table,62 which sets out the 

F2016 RIB rate pricing, if you consume less (and fall within the lower Step 1 

threshold) then you pay less:  

 Table 5-1  Existing RIB Rates (F2016) 
Step 1 energy rate 
(for first 1,350 kWh in an average two-month billing period) 
(cents/kWh) 

7.97 

Step 2 energy rate (for all additional consumption) 
(cents/kWh) 

11.95 

Basic charge 
(cents/day) 

17.64 

 

 The basic charge is a fixed daily charge which does not vary with usage and 45.

recovers a portion of customer-related fixed costs allocated to the Residential 
                                            
61 Application, Exhibit B-1, p 5-3/pdf 199. 
62 Application, Exhibit B-1, p 5-4/pdf 200. 
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rate class, such as metering and billing.  The Step 1 and Step 2 rates recover the 

balance of customer-related costs allocated to the Residential class as well as all 

the demand-related and energy-related costs incurred by BC Hydro to serve 

Residential customers.63 

 In the 2008 RIB Decision and the RIB Re-Pricing Decision, the Commission 46.

determined that BC Hydro’s LRMC for new supply is the appropriate referent for 

the Step 2 energy rate.64   

 In the 2008 RIB Decision, the Commission established the Step 1 energy 47.

rate/Step 2 energy rate threshold at 1,350 kWh per two month billing period 

(referred to as the Step 1/Step 2 threshold) being approximately 90 per cent of 

the median consumption of BC Hydro’s Residential customers of about 760 kWh 

per month.65  This threshold was designed to send a strong conservation signal 

to a substantial number of customers, while mitigating bill impacts to lower usage 

customers and appears to be achieving these goals.  As discussed further below, 

BC Hydro does not see a compelling reason to change the Step 1/Step 2 

threshold and seeks no order in this regard.  

RIB Rate Evaluation  

 BC Hydro evaluated the impacts and customer response to the RIB rate (net of 48.

DSM programs and natural conservation)66 over the period F2009 through 

F2012.  The results of that evaluation are shown in the 2013 RIB Evaluation 

Report which is found at Appendix C-3B of the Application and is summarized at 

section 5.2.3 of the Application.67  At the oral hearing, Ms. Jubb testified that the 

survey used for the 2013 RIB Evaluation Report had almost 2,500 responses 

with “an excellent margin of error at 2 percent, at a 95 percent confidence level”68 

                                            
63 See BC Hydro Undertaking No. 18, Exhibit B-52. 
64 Commission Order No. G-45-11, Reasons for Decision, Appendix A, p 3 of 19. See Application, Exhibit 
B-1, p 2-41/pdf 94. 
65 2008 RIB Decision, pp 106-107. 
66 “Natural conservation” refers to conservation induced by RRA rate increases absent any rate structure 
changes. 
67 Application, Exhibit B-1, p 5-16 to 5-20/pdf 212-216. 
68 Transcript v 5, p 925 lines 5-6. 
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and that there was “no systemic part of the population missing” from the survey 

response sample.69  Based on this, she reported that the survey “represented 

[BC Hydro’s] customers very well on the basis of things that are important to 

energy consumption such as region, housing type [and] instance of Step 2 

consumption.”70  Overall, Ms. Jubb characterized the survey as “an excellent and 

high-quality survey.”71 

 BC Hydro’s evidence on both the performance of the RIB rate and customer 49.

understanding of it is as follows: 

• The majority of residential customers are now aware of the RIB rate 

structure;72 

• Almost 80 per cent of residential customers aware of the RIB rate believed 

it serves as an incentive to manage their electricity consumption;73 

• The RIB rate enjoys strong customer support;74 

• Large consumers have higher elasticities than smaller consumers and, 

specifically, show a substantially higher than average response to higher 

prices;75 

• Many aspects of the RIB rate, including total bill, Step 2 price and 

threshold, are motivating to BC Hydro’s residential customers;76 

                                            
69 Transcript v 5, p 924 line 26 to p 925 line 1. 
70 Transcript v 5, p 924 lines 24-24. 
71 Transcript v 5, p 925 lines 6-7. 
72 Survey results indicate that aided awareness increased from 37 per cent in 2009 to 48 per cent in 2012 
and to 55 per cent in 2014.  See BC Hydro’s response to BCUC IR 1.38.1, Exhibit B-5, pdf 176.  See also 
Transcript v 5, pp 923-924. 
73 Transcript v 5, p 923 lines 23-26 to p 924 lines 1-2; see also Application, Exhibit B-1, Appendix C-3B, 
pp 112 of 609/pdf 1907. 
74 See Application, Exhibit B-1, Appendix C-3B, p 204 of 609/pdf 1999. 
75 Application, Exhibit B-1, p 5-17/pdf 213 and Appendix C-3B, pdf 1795. 
76 Application, Exhibit B-1, Appendix C-3B, pp 135-140 of 609/pdf 1930-1935. 
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• The RIB rate is achieving its overall objective of encouraging conservation 

through the customer response to higher marginal prices particularly 

amongst customers with the highest consumption;77 and 

• A movement away from the RIB rate to a flat rate would see significant bill 

impacts to 70 per cent of BC Hydro’s residential customers, and 80 per 

cent of BC Hydro’s low income residential customers.78 

Alternatives Considered 

 In the 2008 RIB Decision, the Commission noted that BC Hydro had not 50.

explained how stakeholder engagement activities had informed its selection of 

the RIB as the preferred alternative.79  With this in mind, and as part of the larger 

and more comprehensive engagement process it undertook with respect to all of 

the proposals contained in the 2015 RDA, BC Hydro identified numerous 

alternatives to both the RIB rate itself, and, to how the RIB rate could be 

delivered (i.e., the method for determining the price levels for the various rate 

design components).  These alternatives, including stakeholder comments with 

respect to the identified alternatives, are summarized in detail at sections 5.2.4 

and 5.2.5 of the Application.80 

Alternatives to the RIB Rate 

 In particular, BC Hydro identified and reviewed five alternatives to the RIB rate:  51.

• a flat rate;  

• various three-step rates; 

• a customer specific baseline rate;  

                                            
77 Application, Exhibit B-1, Appendix C-3B p 112 of 609/pdf 1907; see also Application, Exhibit B-1, p 5-
16/pdf 212. 
78 Application, Exhibit B-1, Table 5-3 p 5-25/pdf 221. 
79 2008 RIB Decision, pp 42-43. 
80 Application, Exhibit B-1, pp 5-20 to 5-48/pdf 216-224. 
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• a seasonal rate alternative which consisted of a higher winter Step 1/Step 

2 threshold to potentially moderate bill impacts to electric space heating 

customers; and  

• a second seasonal rate alternative which consisted of a higher rate 

targeted to the four month winter season of November through February 

and a lower rate in the other months.  

 Stakeholders generally agreed that consideration of a customer specific baseline 52.

rate and both of the seasonal rate alternatives were not feasible alternatives.81  

As such, they were not advanced as alternatives requiring further study.  After 

further review and modelling of a flat rate, “no stakeholder supported it”82 and 

after reviewing various forms of a three-step rate, most participants agreed that it 

was inferior to the RIB rate.83  As such, stakeholder consultation confirmed, in 

BC Hydro’s view, that continuation of the RIB rate was preferential to any 

alternative.  Further, at the oral hearing, of the parties who made opening 

statements, each of BCSEA/SCBC, AMPC and the BCOAPO support 

continuation of the RIB rate as the default residential rate.   

Alternatives to the Means of Delivering the RIB Rate 

 BC Hydro identified and reviewed four different alternative means of delivering 53.

the RIB rate, specifically: 

• two pricing principles options on how the RRA rate increases are applied 

to each of the RIB rate’s pricing elements;  

• whether to adjust the level of the RIB rate basic charge cost recovery of 

customer-related costs;  

                                            
81 Application, Exhibit B-1, p 5-20/pdf 216. 
82 Application, Exhibit B-1, p 5-22/pdf 218. 
83 Application, Exhibit B-1, p 5-22/pdf 218. 
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• whether to implement a separate minimum charge to reflect the cost of 

customers remaining connected to the system during periods of very low 

consumption or dormancy; and  

• whether to adjust the existing Step 1/Step 2 threshold.84  

 BC Hydro looked at two options for applying RRA rate increases to the RIB rate: 54.

(1) its favoured option of applying RRA increases equally to all three RIB rate 

pricing elements, and, (2) applying the RRA increases to the Step 1 energy rate 

and basic charge only while holding the Step 2 energy rate at its current level.  

This second option would result in narrowing the Step 1 and Step 2 energy rate 

differential over time.85   

 BC Hydro’s evidence indicates that under the second option, a forecasted loss of 55.

conservation would occur and further, that higher bill impacts for almost all 

customers, including low-income customers, would be expected.86  As discussed 

in section 5.2.5.1 of the Application, most stakeholders supported BC Hydro’s 

preferred RIB Pricing Principles proposal.   

 In terms of the other alternatives identified, BC Hydro's evidence can be 56.

summarized as follows:  

• Basic charge:87  The current RIB rate basic charge recovers 45 per cent of 

customer-related costs.  In the RIB Re-Pricing Decision, the Commission 

directed BC Hydro to address interaction of the basic charge with the RIB 

rate structure.88  As such, BC Hydro assessed but ultimately rejected an 

increase to the basic charge on the basis that it would have significant bill 

impacts on low usage (including apartments and some low-income) 

                                            
84 All as more fully described at Application, Exhibit B-1, section 5.2.5 p 5-33/pdf 229. 
85 Application, Exhibit B-1, pp 5-34 to 5-35/pdf 230-231. 
86 See Application, Exhibit B-1, p 5-35/pdf 231. 
87 BC Hydro notes the Residential basic charge was introduced in March 1977 and has since been 
increased by the amount of any RRA rate increase as approved by the Commission.  As outlined above, 
the basic charge recovers a portion of BC Hydro’s customer-related costs, which do not vary with usage.  
See Application, Exhibit B-1, p 5-41/pdf 237. 
88 At Direction 4, p 3 of the RIB Re-Pricing Decision. 
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customers.  Both BCOAPO and BCSEA oppose any increase to the basic 

charge.  BC Hydro also rejects decreasing the basic charge which it notes 

would diminish the relationship between the basic charge and fixed costs. 

Finally, based on BC Hydro’s review, the cost recovery under the RIB rate 

basic charge is in the range of other Canadian electric utilities.89 

• Minimum charge: In the RIB Re-Pricing Decision, the Commission 

directed BC Hydro to address interaction of the RIB rate structure with the 

minimum charge.90  As such, BC Hydro considered a separate minimum 

charge but ultimately, was unable to precisely target a minimum charge 

that materially improved cost recovery from dormant or low use accounts.  

Most stakeholders did not support a separate minimum charge.91 

• Step 1/Step 2 threshold: The current threshold reflects typical residential 

use and represents approximately 90 per cent of the monthly median 

consumption.  BC Hydro’s evidence shows that moving the Step 1/Step 2 

threshold results in no expected substantive changes from status quo RIB 

conservation forecasts.  Further, changing the threshold has significant bill 

impacts to customers (depending on which variable is changed).92 

• Relationship with LRMC and efficiency criterion:  The application of BC 

Hydro’s proposed RIB Pricing Principles for F2017-F2019 will result in 

Step 2 energy rates that are slightly higher than the high end of the range 

of the LRMC (on a constant dollar basis).  If efficiency were a paramount 

Bonbright Criteria this would be perhaps an issue.  However, in the 

circumstances of this application and in light of the limited time that the 

RIB Pricing Proposals will be in effect (F2017-F2019), this is an issue that 

should not preclude the acceptance of those principles.  BC Hydro notes 

                                            
89 Application, Exhibit B-1 pp 5-41 to 5-42/pdf 237-238. 
90 At Direction 4, p 3 of the RIB Re-Pricing Decision and specifically, a charge directed at recovering 
some portion of the cost of customers remaining connected to the system during periods of very low 
consumption or dormancy. 
91 Application, Exhibit B-1, pp 5-41 to 5-42/pdf 237-238. 
92 Application, Exhibit B-1, pp 5-43 to 5-47/pdf 239-243. 
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that the measure of LRMC as described above is not a precise measure 

and that the difference between the Step 2 rate and high end of the LRMC 

is quite small.  Moreover, because there is no demand charge in the RIB 

rate structure, the relation of Step 2 energy rates to the LRMC can be 

considered understated for two reasons.  First, the LRMC does not reflect 

the marginal cost of the capacity that is to some extent deferred because 

of energy conservation.93  Second, the LRMC does not reflect the cost of 

distribution capacity and distribution losses, which are also somewhat 

mitigated by residential conservation rates.94  Mr. Doyle’s testimony sums 

up BC Hydro’s position on this as follows: 

Yeah, so as I spoke to earlier, the RIB rate is an 
energy conservation rate. It's intended to send a 
signal for energy conservation. So the long run 
marginal cost that's typically been used has been the 
energy long-run marginal cost. However, when a 
customer does react to that signal there's clearly 
some other savings such as savings related to 
distribution infrastructure, savings related to 
generation capacity or transmission capacity. So all of 
those savings do occur. 
 
In the past it's been used as an energy LRMC as the 
signal, so not to distort it. But that being said we 
clearly do get some capacity benefits. We think that 
the energy LRMC is the appropriate signal, but fully 
acknowledge that there's other savings that occur 
when customers react to that saving.95 
 

Conclusion: RIB Rate and RIB Pricing Principles 

 BC Hydro submits that the RIB rate performs well in each of the fairness, 57.

customer understanding and acceptance, and, stability Bonbright Criteria.  It 

sends a clear price signal to consumers that higher consumption costs more and 

conservation reduces bills.  The majority of customers are aware of the RIB rate 

                                            
93 Transcript v 3, p 545 lines 11-20. 
94 See for example BC Hydro’s response to BCUC IR 1.10.1, Exhibit B-5, pdf 101; see also BC Hydro’s 
response to BCOAPO IR 2.243.1, Exhibit B-23, pdf 333. 
95 Transcript v3, p 545 lines 11-26 and p 546 line 1. 
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and continuing it furthers rate stability. For all of these reasons, BC Hydro 

submits that the RIB rate structure should be continued, unchanged.  

 BC Hydro’s primary consideration with respect to its RIB Pricing Principles 58.

proposal is customer understanding and acceptance and, in particular, bill 

impacts.  While an alternative may arguably achieve better economic efficiency, 

BC Hydro submits that its preferred option still provides an efficient signal in that 

the Step 2 pricing is reflective of the energy LRMC for the F2017-F2019 period 

as noted above.  This is consistent with the expressed views of interveners and 

consultation participants.96   

Residential E-Plus Amendment – RS 1105 

 BC Hydro is proposing to amend Special Condition 1 of RS 1105 - Residential 59.

Service – Dual Fuel which is an interruptible service commonly referred to as the 

Residential E-Plus rate.97  As discussed further below, the amendment BC Hydro 

is seeking will “enable interruption of the service to provide value to BC Hydro, 

and its non E-Plus customers, while maintaining the discounted rate for E-Plus 

customers.”98   

 The specific changes to the terms and conditions of the E-Plus rate are 60.

described in sections 1.1.3 and 5.3 of the Application99 and are illustrated in 

Appendix F-1D of the Application which includes a blacklined copy of the current 

RS 1105 showing the proposed changes.100  A draft form or Order with respect to 

the E-Plus amendment was attached to and formed part of Appendix A-1D of the 

Application.  It now forms part of Appendix B (the Consolidated Order) to this 

Final Argument.   

                                            
96 See Application, Exhibit B-1, p 5-40/pdf 236. 
97 Note that commercial E-Plus customers take service under RS 1205/1206/1207.  Commercial E-Plus 
rates will be addressed in RDA Module 2.   
98 See Mr. Anderson’s Opening Statement, Exhibit B-38, p 4/pdf 8. 
99 See Application, Exhibit B-1, p 1-5 to 1-6/pdf 25-26 and p 5-48 to 5-56/pdf 244-252. 
100 Application, Exhibit B-1, pdf 4787-4789.  
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E-Plus Rate Background 

 The E-Plus rate is an interruptible rate that was put in place in 1987, was closed 61.

to new customers in 1990, and made non-transferable in 2007.  It allows 

customers to pay a discounted rate of approximately 50 per cent for space and 

water heating loads on condition of having an alternative fuel back-up heating 

system.101  There are approximately 8,000 residential and 300 commercial E-

Plus customers.102  For a summary of the regulatory history of the E-Plus rate 

please see section 4.2.2, pages 111-115 of the 2007 RDA Decision.  

 The changes BC Hydro proposes to its terms and conditions associated with the 62.

E-Plus rate are:  

• amending the language in Special Condition 1 of RS 1105 to make it 
interruptible in a manner that reflects current circumstances;  

• issuing a new business practice that provides:  

o interruptions will be confined to the October to April period; 

o a seasonal notice each year prior to the October-April period 

reminding E-Plus customers that interruptions are possible in the 

coming months;   

o two calendar days’ notice for E-Plus residential customers to switch 

to their alternative back-up systems.  Such an ‘interruption notice’ 

will be provided at any time during October through April if BC 

Hydro decides that an E-Plus interruption is warranted in 

accordance with the proposed terms of RS 1105;103 and  

                                            
101 Application, Exhibit B-1, p 1-5 to 1-6/pdf 25-26 and p 5-48 to 5-49/pdf 244-245. 
102 Application, Exhibit B-1, Appendix C-3E, p 10 of 16/pdf 2531. 
103 As further explained in BC Hydro’s response to BCUC IR 1.43.1, Exhibit B-14, pdf 3-4, the ability to 
provide two days’ notice strikes a balance between the ability to forecast the cold weather event in 
advance and the nature of the residential E-Plus load.  It is expected that two days’ notice could reduce 
the likelihood of an interruption as compared to providing a longer notice period.  This is because BC 
Hydro would be more certain of the weather and a related need for a service interruption two days in 
advance rather than calling an interruption on a predicted need further out in time, be it one week or 30 
days.  
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o an interruption closure notice when the period of interruption is 

over.104 

 The E-Plus rate was introduced as a non-firm rate.  That is, it was always 63.

intended to be an interruptible rate premised on the fact that customers who 

invested in back-up heating systems (and therefore received a discount on 

standard rates) accepted the possibility of a potential power interruption to their 

heating system.   

 As noted by Mr. Anderson at the oral hearing, the E-Plus proposal was a difficult 64.

one for BC Hydro: 

There's been lots of history with it, and what we tried to look 
at, as we were encouraged by others, and through the 
engagement process, as we looked at it, we tried to find a 
balance. And what we proposed, we think, is a balance in 
that -- and a fair balance, in that E-Plus customers get to 
retain that discounted rate, but that we change the terms and 
conditions so that it can be interruptible. And in doing so, we 
allow benefit to the rest of the non-E-Plus customers in 
terms of that capacity benefit. And again, that's -- that was a 
tough proposal to come up with, but again, in the end, given 
the history and everything that's gone on with E-Plus, we 
think it's fair.105 
 

 RS 1105 currently states, “[t]he Authority may, at any time and from time to time, 65.

interrupt the supply of electricity under this rate schedule whenever there is a 

lack of surplus hydro energy and the service cannot be provided economically 

from other energy sources” (emphasis added).  The current language contained 

in Special Condition 1 reflects the purpose of the E-Plus rate at the time of its 

introduction in 1987 when BC Hydro had a need to market surplus energy that 

                                            
104 BC Hydro’s proposed Residential E-Plus Interruption Business Practice (E-Plus Business Practice) 
is found at Exhibit B-14, pdf 5-6.  The proposed business practice will be implemented if the Commission 
approves the proposed wording changes to Special Condition 1 of RS 1105. 
105 Transcript v 3, p 452 lines 1-14. 
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would have otherwise been spilled because of lack of access to the spot market.  

Those conditions are no longer present.106   

 The phrases “surplus hydro energy” and “economically available from other 66.

energy sources” are not clearly defined in RS 1105.  However, practically 

speaking, BC Hydro is (1) able to operationally manage short periods of energy 

deficit through management of reservoir levels across multiple generation 

facilities and, (2) there are other periods where BC Hydro is short on energy and 

it is economical to purchase energy from the spot market.  Current and forecast 

spot market prices, for at least five years, are well below the RS 1105 discounted 

energy rate of 5.22 cents/kWh (F2016).107  Given the flexibility of BC Hydro’s 

system and its access to energy markets, it has therefore been difficult to define 

“lack of surplus hydro energy”.  When coupled with the notice provisions currently 

found in Special Condition 3 (of RS 1105) that stipulate longer notice and 

activation periods (in addition to hand delivery or registered mail), operationally, it 

is impractical to interrupt the E-Plus service.   

Alternatives Considered 

 As part of its extensive stakeholder engagement with respect to the proposals 67.

contained in the 2015 RDA, BC Hydro identified and considered three options 

with respect to the E-Plus rate.  These alternatives, including stakeholder 

comments with respect to the identified alternatives, are summarized at sections 

5.3.3 and 5.3.4 of the Application.108  The three options were:  

• Maintain the E-Plus rate under the same terms and conditions: i.e., no 

change;  

• Phase out the E-Plus rate over a period of time (e.g., five to ten years) 

after which customers would pay the default rate for their rate class for all 

consumption; and  
                                            
106 Application, Exhibit B-1, p 5-49/pdf 245. 
107 Application, Exhibit B-1, Figure 7.3, p 7-30/pdf 387, see also Application, Exhibit B-1, Appendix C-3B, 
p 343 of 609/pdf 2138. 
108 Application, Exhibit B-1, p 5-51 to 5-56/pdf 247-252. 
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• Amend RS 1105 Special Condition 1 to provide interruption that reflects 

current circumstances. 

 In arriving at its preferred option, BC Hydro had regard to a number of factors 68.

that were raised during the 2015 RDA customer engagement sessions, one of 

the primary issues being the large bill impacts that would result (approximately 

40 per cent average bill increase) should E-Plus be phased out and customers 

transitioned to the RIB rate.  Secondly, BC Hydro considered the natural 

termination of the E-Plus rate for residential customers which it estimates is ~20-

25 years.  Faced with strong opposition from its E-Plus customers to a shorter 

phase-out of the rate, including increased financial hardship to a largely senior 

population, BC Hydro ultimately rejected this option and its proposal reflects their 

concern.   

 Conversely, maintaining the E-Plus rate without changes does not seem fair to 69.

BC Hydro and its other customers who effectively make up the E-Plus discount 

through rates that are somewhat higher than they otherwise would be.  As stated 

by Mr. Anderson, the average rate difference between the regular price and the 

E-Plus price is 50%.109  Moreover, in the course of the stakeholder engagement 

process there seemed to be a consensus that doing nothing was not a preferred 

desirable option.110 

 The ability to interrupt is reflected as a benefit to E-Plus customers in the form of 70.

a discounted rate while at the same time, it can provide value to BC Hydro and 

its non E-Plus customers in the form of additional capacity when needed.  The 

2013 IRP identifies a need for capacity in F2019111 and BC Hydro has been 

investigating solutions that meet its future capacity needs.  Interruptible rates, 

such as the E-Plus rate, are one potential way to address that need.112   

                                            
109 Transcript v 4, p 698 lines 6-10. 
110 Application, Exhibit B-1, pp 5-52 to 5-54/pdf 248-250. 
111 Application, Exhibit B-1, Appendix C-3B, p 343 of 609/pdf 2138. 
112 Transcript v3, p 454 lines 20-26 to p 455 line1; see also Exhibit B-23, BC Hydro response to BCUC IR 
2.142.2. 
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 BC Hydro is a winter peaking utility with demand at its highest during the four 71.

months of November through February and there is increased demand in the 

shoulder months of October, March and April.  Interruptible rates provide BC 

Hydro with the ability to manage short-term capacity constraints on the system 

during those peak months.  However, interruptible rates only provide a benefit if 

BC Hydro is able to rely on the capacity they provide – i.e. it must be able to, with 

certainty, know that it can interrupt to mitigate a system constraint.  As outlined in 

the proposed Residential E-Plus Interruption Business Practice113 BC Hydro 

proposes to confine interruptions of E-Plus service to the October to April period 

because it expects interruptions will be in response to system contingencies or 

conditions, i.e. the need for capacity during those peak months when demand is 

high and BC Hydro’s ability to serve demand is constrained. 

 The proposed wording changes to Special Condition 1 of RS 1105 are as follows:  72.

BC Hydro will provide electricity under this rate 
schedule only to the extent that it has energy and 
capacity to do so.  BC Hydro may, at any time and 
from time to time, interrupt the supply of electricity 
under this rate schedule where BC Hydro does not 
have sufficient energy or capacity.   

 These words, along with the proposed E-Plus Business Practice, will allow BC 73.

Hydro to interrupt E-Plus customers in a way that frees up system capacity when 

it is needed, typically during cold-weather events, for the potential benefit of non- 

E-Plus customers.   

 The proposal strikes an appropriate balance between continuing to offer the 74.

E-Plus service to those customers who have invested in back-up heating 

systems while allowing BC Hydro the flexibility it needs to make the rate 

interruptible in a manner that reflects current circumstances and thus offers value 

to other BC Hydro customers.  

                                            
113 See BC Hydro response to BCUC IR 1.43.1, Attachment 1, Exhibit B-14. 



 

35 

Response to E-Plus Homeowners Group (EPHG) Evidence 

 The main thrust of EPHG’s evidence centers around the proposition that BC 75.

Hydro made a contract with its members and that those contracts should be 

honoured by BC Hydro and immune to any further modification.114   

 While EPHG state that “they are not disputing the jurisdiction of the BCUC”,115 76.

implicit in their argument is that E-Plus service is provided to its members not 

under a rate established pursuant to the UCA but rather, under a private contract 

that is somehow exempt from the Commission’s rate-setting powers or 

jurisdiction.   

 With respect, and as acknowledged by EPHG in its evidence,116 this argument 77.

was advanced by EPHG in the 2007 RDA and the issue was determined by the 

Commission Panel who stated it was: 

…not persuaded by the E-Plus Group’s argument that its 
members have “contracts” with BC Hydro that the 
Commission has limited jurisdiction to abrogate, or that 
those contracts are everlasting in nature with a guaranteed 
price cap.  Commission Orders No. G-24-87 and No. G-21-
92 do not reference “contracts.”  They do reflect the 
application of the Commission’s statutory jurisdiction over 
rates.  Section 59(4) of the UCA makes it clear that it is a 
question of fact, of which the Commission is sole judge as to 
whether a rate is unjust, unreasonable or unduly 
discriminatory…the Commission Panel is of the opinion that 
it had the jurisdiction to find Rate Schedules 1105 and 1205 
to be in the public interest in 1987, to amend them in the 
public interest in 1992 and that jurisdiction remains. 
The Commission Panel has considered the E-Plus Group’s 
submission that “the E-Plus was a permanent program” and 
finds that, while the Residential and General Service Dual 
Fuel Interruptible Electric Service Agreements have no 
specific termination date, the Rate Schedules themselves 
are subject to Commission jurisdiction and as such cannot 
be everlasting. The Commission Panel has also 
considered the E-Plus Group’s submission that the 

                                            
114 See for example, EPHG Evidence, Exhibit C10-4, pp 3-4 and 13. 
115 EPHG Evidence, Exhibit C10-4, p 5. 
116 EPHG Evidence, Exhibit C10-4, p 3. 
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price would never exceed two thirds of the “regular 
rate” and finds that this statement was made to the 
EPlus customers in a letter from BC Hydro and that 
such a communication cannot bind the Commission.  
Pursuant to the statutory powers given to it under the UCA, it 
is for the Commission, and not for a public utility and its 
customers, to determine rates that are just, reasonable and 
not unduly discriminatory.117 
 

 In BC Hydro’s view, the 2007 RDA Commission Panel correctly determined that 78.

RS 1105 is a rate and that a rate can be changed by the Commission pursuant to 

its rate-setting powers in sections 58-61 of the UCA.  EPHG has not put forward 

any arguments that should cause the Commission to revisit that determination.   

 BC Hydro agrees with EPHG that the Commission’s previous determination does 79.

not give BC Hydro “carte blanche” to act in a way that would be unacceptable or 

unreasonable.118  As discussed above, BC Hydro believes the proposal it has 

advanced with respect to the amendments to RS 1105 is balanced, fair and 

reasonable.   

 EPHG also makes numerous allegations with respect to the quality and 80.

frequency of engagement with its members and specifically, that E-Plus 

members’ concerns have been ignored.119  BC Hydro has in fact done the 

opposite – as outlined at sections 2.2.3.5 and 5.3.4 of the Application, BC Hydro 

had numerous communications with its E-Plus customers both through written 

feedback and hosting two open houses.   

 As discussed above, BC Hydro based this proposal on a careful balancing of 81.

customer feedback to ensure that all BC Hydro customers receive value from this 

rate.  On balance, and in consideration of the history of this rate, BC Hydro 

submits that continuing the current rate with the changes proposed to the terms 

and conditions is appropriate.   BC Hydro further submits that it is clearly within 

                                            
117 2007 RDA Decision, pp 133-134. 
118 EPHG Evidence, Exhibit C10-4, p 5. 
119 EPHG Evidence, Exhibit C10-4, pp 6, 11-12, 14, 16-17. 
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the Commission’s jurisdiction to amend RS 1105 in the way that BC Hydro 

proposes and that its proposal should be accepted by the Commission as filed.   

B. BC HYDRO GENERAL SERVICE RATE PROPOSALS 

 This section summarizes BC Hydro’s proposals and orders sought with respect 82.

to its General Service rate proposals which include proposals for the: (1) SGS 

rate class, (2) MGS rate class, and (3) LGS rate class. Each is discussed in turn 

below.  

 Each of BC Hydro’s General Service rate proposals includes a pricing proposal 83.

that is intended to allow BC Hydro to recover certain percentages of costs as 

identified in a COS study.  In the Application, BC Hydro used the F2016 COS 

study as the basis for its analysis, and all the future pricing that would arise if BC 

Hydro’s proposals are accepted is shown on that basis.  By Order G-47-16 the 

Commission approved a modified F2016 COS study that arose out of a 

negotiated settlement process and is referred to as the F2016 COS (NSA) 

study.  The use of the F2016 COS (NSA) study would not change the SGS 

pricing shown in the Application but would have a very slight effect on the MGS 

and LGS pricing shown in the application.120  Nevertheless because the precise 

per cent cost recovery (i.e. whether it is 65% or 66%) is not an essential element 

of these proposals121 and for transparency reasons122 BC Hydro proposes to use 

the F2016 COS study rather than the F2016 COS (NSA) to effect the MGS and 

LGS pricing effective April 1, 2017 if its proposals are accepted.   

SGS Rate Class – RS 1300/1301/1310/1311 (collectively, RS 13xx) 

 The SGS rate class consists of General Service customers whose billing demand 84.

is less than 35 kW.  The current default rate structure for SGS customers 

consists of a flat energy rate and a basic charge.   

                                            
120 See BC Hydro Undertaking No. 20, Exhibit B-52, pdf 8. 
121 Transcript v 4, p 762 lines 2-18. 
122 The April 1, 2017 pricing that would be applicable if the proposals are accepted is illustrated in the 
Application and IR responses.   
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 BC Hydro is proposing to retain the existing flat rate structure while increasing 85.

the customer-related cost recovery of the basic charge on a one-time basis from 

approximately 33 per cent to 45 per cent.  This will align the SGS rate cost 

recovery of the basic charge with the RIB rate.  As such, BC Hydro seeks a final 

order approving a one-time increase to the RS 13xx basic charge to 45 per cent 

recovery of customer-related costs attributable to the SGS class in the F2016 

COS study and a one-time offsetting reduction of the energy rate, to maintain 

forecast revenue neutrality based on the SGS revenue target calculated using 

any applicable rate increases arising from the F2017 RRA, to be effective April 1, 

2017.  Thereafter RRA increases would be applied equally to each pricing 

element of RS 13xx.  A draft form of Order with respect to BC Hydro’s SGS 

proposal was attached to and formed part of Appendix A-1D of the Application.  It 

now forms part of Appendix B (the Consolidated Order) to this Final Argument.   

SGS Rate Background 

 The SGS class consists of approximately 180,000 accounts with total 86.

consumption of about 3,900 GWh (F2015).  There is a high degree of diversity 

among the SGS rate class with class consumption ranging from about 5,000 to 

35,000 kWh/year.   

 The SGS rate structure consists of a flat energy rate and a basic charge.  The 87.

pricing elements of the existing SGS default rate structure are set out in the table 

below:123 

 Table 6-1   Existing SGS Rates (F2016) 

Energy Rate 
(cents/kWh) 

Basic Charge 
(cents/kWh) 

10.73 22.57 

 

 The flat energy rate structure has been in place since 1996.  There has been no 88.

demand charge since at least 1973.  The SGS basic charge currently recovers 
                                            
123 Application, Exhibit B-1, pp 6-8/pdf 287. 



 

39 

approximately 33 per cent of customer-related costs allocated to the SGS rate 

class.  BC Hydro did not advance any SGS rate restructuring proposals in its 

2007 RDA application nor was SGS rate design the subject of any treatment in 

its 2009 LGS application.  

Alternatives Considered 

 In BC Hydro’s view, there is no better alternative to the existing SGS rate.  It is 89.

easy to understand and simple to administer and generally reflects LRMC in its 

flat energy structure.124 During consultation, stakeholders generally agreed with 

BC Hydro’s assessment that there is “no strong basis on which to depart from the 

existing SGS rate structure.”125  As such, while BC Hydro identified two potential 

energy rate alternatives during stakeholder consultation, BC Hydro submits 

neither is viable for the below reasons:  

• An inclining block rate: It would not be easy to implement an inclining 

block rate in a fair and reasonable manner given the diversity of the SGS 

rate class; and absent an individual customer baseline-based rate 

structure, there are no criteria that support a one-size fits all threshold for 

a SGS inclining block rate that would result in a fair reflection of typical 

SGS customer consumption.  Moreover, there is no jurisdictional support 

for an inclining block rate for smaller general service customers.126 

• A baseline-based energy rate: Such a rate structure would be too complex 

for SGS customers and BC Hydro considers it inappropriate at this time 

given the identified problems associated with the baseline-based MGS 

and LGS rate structures discussed below.  Further, no other North 

American electric utility has implemented baseline-based rates for general 

service customers.127   

                                            
124 Application, Exhibit B-1, pp 6-10/pdf 289. 
125 Application, Exhibit B-1, pp 6-10/pdf 289. 
126 Application, Exhibit B-1, p 6-11/pdf 290. 
127 Application, Exhibit B-1, p 6-11/pdf 290. 
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 As a result of stakeholder feedback, as more fully described at sections 6.2.3.2 90.

and 6.2.4 of the Application, BC Hydro determined that the RIB rate basic charge 

customer-related cost recovery level is the appropriate reference for the SGS 

basic charge cost recovery.  As set out below, Residential and SGS customer 

cost allocations are similar, as are energy and demand cost allocations.  

  Table 3-7 F2016 Cost of Service Study Cost Classification 

Rate Class Energy (%) Demand (%) Customer (%) 
Residential 35 52 13 
SGS 38 50 12 
MGS 42 53 5 
LGS 50 49 1 
Transmission 65 35 0 
Irrigation 42 45 13 
Street Lighting  30 47 23 

 

 BC Hydro submits that increasing the SGS basic charge recovery to 45 per cent 91.

of customer related costs aligns with the Bonbright fairness criterion by matching 

embedded cost recovery in rates with cost causation.  The expected bill impacts 

of the proposed basic charge cost recovery increase are minimal for the majority 

of SGS customers, both on a percentage and absolute basis.128  The proposed 

SGS pricing as compared to the status quo is shown in the below table129:  

Table 6-2  Alternative SGS Pricing  

Pricing Element (F2017) BC Hydro Proposal 
(Increase basic 

charge to 45% of 
customer-related 

costs) 

Status Quo 

Energy rate (cents/kWh) 11.01 11.16 
Basic charge (cents/day) 32.00 23.47 

 

                                            
128 Application, Exhibit B-1, pp 6-13/pdf 292-293, see Table 6-3 of the Application which highlights the 
expected bill impacts. 
129 Application, Exhibit B-1, p 6-10/pdf 289, which is based on the F2016 COS.   
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 BC Hydro’s proposal results in the following illustrative SGS pricing, assuming 92.

the F2018 rate cap increase of 3.5 per cent: a flat energy rate for all kWh of 

approximately 11.39 cents/kWh and a basic charge of approximately 33.12 

cents/day (F2018).130 

 During stakeholder consultation and at the oral hearing, BC Hydro’s SGS 93.

proposal garnered very little attention.  As such, and based on the foregoing 

submissions, BC Hydro submits that the one-time increase to the RS 13xx basic 

charge to 45 per cent recovery of customer-related costs attributable to the SGS 

class in the F2016 COS and a one-time offsetting reduction of the energy rate, 

should be approved, as sought.   

MGS Rate Class – RS 1500/1501/1510/1511 (collectively, RS 15xx) 

 The MGS rate class consists of General Service customers whose billing 94.

demand is equal to or greater than 35 kW but less than 150 kW and whose 

energy consumption in any 12 month consecutive period is equal to or less than 

550,000 kWh.  The current default rate structure for MGS customers consists of: 

a two-part energy rate, a three-step inclining block demand charge, a basic 

charge, and a monthly minimum charge.  

 Based on extensive customer feedback and engagement, BC Hydro is proposing 95.

one of its most substantive changes in its Application to the MGS rate structure:  

• Replacement of the existing MGS two-part energy rate with a flat energy 

rate;  

• Replacement of the existing MGS three-step inclining block demand 

charge with a flat demand charge; and  

• Increase the demand charge recovery of demand-related costs from 

approximately 15 per cent to 35 per cent to better align charges with cost 

causation.  

                                            
130 Application, Exhibit B-1, p 6-8/pdf 287. 
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 The proposed simplified rate structure aims to address two of the failings BC 96.

Hydro identified with the current MGS rate structure – customer understanding 

and acceptance, both discussed more fully below.   

 As such, BC Hydro seeks a final order effective April 1, 2017 approving a new 97.

rate structure for customers who take service under RS 15xx with a flat demand 

charge set to recover approximately 35 per cent of BC Hydro’s demand-related 

costs attributable to the MGS rate class in the F2016 COS and a flat energy rate 

set to maintain forecast revenue neutrality based on the MGS revenue target 

calculated using any applicable rate increases arising from the F2017 RRA (MGS 

Proposal).  A draft form of Order with respect to BC Hydro’s MGS proposal was 

attached to and formed part of Appendix A-1D of the Application.  It now forms 

part of Appendix B (the Consolidated Order) to this Final Argument.  The specific 

changes to the Tariff are illustrated in Appendix F-1E of the Application131 which 

includes a blacklined copy of the current RS 15xx showing the proposed 

changes.   

 BC Hydro proposes a one-time transition on April 1, 2017 from the current MGS 98.

rate structure to BC Hydro’s proposed MGS rate structure. 

MGS Rate Background 

 The MGS class consists of approximately 16,427 accounts with total 99.

consumption of about 3,329 GWh (F2015).  The MGS default rate structures are: 

• a two-part energy rate: this was approved in 2010 pursuant to 

Commission Order No. G-110-10 as part of the 2009 LGS application 

negotiation settlement process;  

• a three-step inclining block demand charge: BC Hydro has had an 

inclining block demand charge since at least 1974;132 

                                            
131 Application, Exhibit B-1, pdf 4792.  
132 The five-step inclining block was changed to a four-step inclining block charge in 1976 and changed to 
the three-step charge in 1980. 
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• a basic charge: the current MGS basic charge is 22.57 cents/day; and 

• a monthly minimum charge: the MGS monthly minimum charge is 50 per 

cent of the highest maximum demand charge billed in any billing period in 

the on-peak period of November through March during the immediately 

preceding eleven billing periods. 

 The F2016 MGS energy rates are shown below:133 100.

  Table 6-5 Existing MGS Energy Rates (F2016) 

Part 1 Energy Rate – Tier 1 (cents/kWh) 9.89 
Part 1 Energy Rate – Tier 2 (cents/kWh) 6.90 
Part 2 Energy Rate (cents/kWh) 9.90 

 

 The overarching objective of the two-part energy rate structure was to provide 101.

MGS customers with an efficient price signal to induce energy conservation.  It is 

an atypical rate structure and to BC Hydro’s knowledge, along with the LGS two-

part energy rate structure, the only baseline-based default rate for general 

service customers in North America.  One can surmise, based on BC Hydro’s 

experience, that there is good reason for this – the MGS and LGS rate structures 

have proved far too complex for most of BC Hydro’s customers and have not 

delivered on their essential purposes, to induce conservation.134 

 The F2016 MGS demand charges are shown below:135 102.

  Table 6-6 Existing MGS Demand Charges (F2016) 

First 35 kW of Billing Demand per Billing Period (Tier 1) $0.00 per kW 
Next 115 kW of Billing Demand per Billing Period (Tier 2) $5.50 per kW 
All additional kW of Billing Demand per Billing Period (Tier 
3) 

$10.55 per kW 

 

                                            
133 Application, Exhibit B-1, pp 6-16/pdf 295. 
134 Application, Exhibit B-1, pp 6-18/pdf 297. 
135 Application, Exhibit B-1, pp 6-19/pdf 298. 
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 Most jurisdictions have flat or declining demand charges.136  The main issue 103.

identified with respect to the existing MGS three-step inclining block demand 

charge is that it does not align with BC Hydro’s cost to serve MGS customer 

peak demand.   

MGS Two-Part Energy Rate Evaluation 

 BC Hydro performed two evaluations of the MGS and LGS rate structures.  The 104.

results of those evaluations are shown in the F2014 LGS and MGS Evaluation 

Report and the Evaluation of the LGS and MGS Conservation Rates – Calendar 

Years 2011 and 2012 report (together, the MGS/LGS Evaluations) which are 

found in Appendix C-4A of the Application.137  The results applicable to the MGS 

rate structure are summarized at section 6.3.3 of the Application138 and formed 

one of the primary inputs with respect to BC Hydro’s assessment of the existing 

MGS rate and the development of alternatives.  As described in the Application, 

the MGS/LGS Evaluations:  

“provided comprehensive evaluations of the impacts and 
customer response to the MGS and LGS rates.  The 
evaluations of electricity savings was achieved through the 
use of a randomized control trial research design.  This 
approach is generally viewed as the most accurate method 
for estimating net impacts, and it is widely accepted in the 
natural and social sciences as the gold standard of research 
designs.”139 

 Awareness, customer understanding, acceptance and response to the rates 105.

across all LGS and MGS customers were evaluated using three customer 

surveys – each generated hundreds of responses and were broadly 

representative of the population.  In addition, BC Hydro performed customer 

focus groups and key account manager interviews to gain a deeper 

                                            
136 Application, Exhibit B-1, pp 6-19/pdf 298. 
137 Application, Exhibit B-1, pdf 2888. 
138 Application, Exhibit B-1, starting at p 6-21/pdf 300. 
139 Application, Exhibit B-1, pp 6-21 to 6-22/pdf 300-301. 



 

45 

understanding of individual customer experiences with the LGS and MGS 

rates.140   

 BC Hydro’s evidence on both the performance of the MGS rate and customer 106.

understanding of it is as follows: 

• Customer response to the MGS two-part energy rate was considerably 

less than forecast;  

• Awareness and understanding was low – about 25 per cent of MGS 

customers correctly identified their rate structure out of four possible rate 

structure selections;141 

• Only a handful of respondents were able to correctly explain, unprompted, 

how the two-part rate worked;  

• Most commercial customers looked at their total dollar amount on their 

electricity bills vs. the rate structure – as such, total dollar was viewed as a 

motivator for conservation rather than the two-part rate structure; 

• The MGS rate did not achieve any conservation.142 

Alternatives Considered 

 As confirmed by the evaluations conducted, the MGS rate simply “isn’t well 107.

understood by [BC Hydro’s] customers”143 and a change was required.  

However, as confirmed by Mr. Doyle at the oral hearing, BC Hydro “did not 

abandon it lightly”144 and engaged on a number of alternatives.  Specifically, BC 

Hydro identified two MGS rate structure alternatives for consideration with 

stakeholders – the flat energy rate and flat demand charge, and, continuation 

with the status quo for comparison purposes.  Among these alternatives there 
                                            
140 All summarized more fully at Application, Exhibit B-1, section 2.2.3.3, starting at p 2-21/pdf 74 and 
Appendix C-4A, pdf 2888. 
141 Application, Exhibit B-1, p 6-23/pdf 302. 
142 Transcript v 5, p 882 lines 23-26 to p 883 lines 1-4. 
143 See Mr. Anderson’s Opening Statement, Exhibit B-38, p 2/pdf 6. 
144 Transcript v 3, p 446 lines 14-15. 
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were initially 18 different options identified, some of which differed only in minor 

ways.  Through stakeholder engagement sessions, that list was reduced to five.  

The development of these alternatives, including stakeholder comments with 

respect to the identified alternatives is summarized in detail at sections 6.3.4 and 

6.3.5 of the Application.145  As such, BC Hydro does not repeat that evidence in 

this section.  

 A comparison of the MGS status quo rate structure146 to the proposed flat energy 108.

rate and flat demand charge147 are illustrated in the table below148:  

  Table 6-9 Alternative MGS Pricing (F2017) 

Pricing 
Element 

Status Quo MGS Rates BC Hydro 
Proposal 35% 
demand-
related cost 
recovery) 

Sensitivity on 
BC Hydro 
Proposal 
(existing 
demand-related 
cost 
recovery ~15%) 

Energy rate 
(cents/kWh) 

Part 1, Tier 1 
(T1): 
Part 1, T2:  
Part 2: 

 
10.33 
7.21 
10.10 

8.54 9.35 

Demand 
charge 
($/kW) 

T1: 
T2: 
T3: 

0.00 
5.72 
10.97 

4.76 2.14 

Basic charge 
(cents/day) 

23.47 23.47 23.47 

 

 The MGS Proposal would result in the following illustrative charges in F2018: a 109.

flat energy rate for all kWh of approximately 8.83 cents/kWh; a flat demand 

                                            
145 Application, Exhibit B-1, p 6-23 to 6-37/pdf 302-316. 
146 I.e. a two-part energy rate and three-step inclining block demand charge. 
147 This includes an increase to the flat demand charge to recover 35 per cent of demand-related costs 
allocated to the MGS class in the F2016 COS and an increase from the existing 15 per cent recovery 
under the current demand charge.   
148 Application, Exhibit B-1, p 6-24/pdf 303. 



 

47 

charge of approximately $4.92 per kW (reflecting BC Hydro’s proposed 35 per 

cent level of cost recovery); and a basic charge of about 24.29 cents per day.149   

 After considerable consultation on the identified alternatives, the following can be 110.

concluded:  

MGS Energy Rate Structures 

• The existing MGS energy rate does not send a clear price signal for 

conservation because it is poorly understood;150  

• It is administratively complex and failed to generate conservation 

savings;151  

MGS Demand Charge Structures and Cost Recovery 

• General consensus that the MGS flat demand charge is superior to the 

existing MGS demand charge and a MGS two-step inclining block demand 

charge structure;152  

• The MGS flat demand charge will improve fairness between customers – 

a single demand charge is better aligned with the cost to serve a General 

Service customer’s peak demand;153  

• A flat demand charge simplifies the rate structure – this will improve 

customer understanding and acceptance;154  

• There is no single correct level of demand charge cost recovery – it 

cannot be targeted in isolation of other factors; 35 per cent was arrived at 

by targeting an increase that would result in a flat energy rate that 

                                            
149 These illustrative charges are calculated assuming the F2018 rate cap increase of 3.5 per cent.  
Application, Exhibit B-1, pp 6-14 to 6-15/pdf 293-294. 
150 Application, Exhibit B-1, pp 6-28/pdf 307. 
151 Application, Exhibit B-1, pp 6-28/pdf 307. 
152 Application, Exhibit B-1, pp 6-30/pdf 309. 
153 Application, Exhibit B-1, pp 6-30/pdf 309. 
154 Application, Exhibit B-1, pp 6-30/pdf 309. 
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remained generally reflective of the energy LRMC which balances the 

Bonbright economic efficiency criterion;155 and  

• A flat energy rate combined with a flat demand charge with a demand cost 

recovery of 35 per cent softens bill impacts and reduces variability than if 

the demand cost recovery remained at 15 per cent, for the “typical” and 

larger customers with high load factors.156 

 Stakeholder consultation confirmed, in BC Hydro’s view, that moving to a flat 111.

energy rate and flat demand charge was preferential to any alternative.  As 

summarized by counsel for BCSEA in its opening statement:  

BCSEA/SCBC see the complicated MGS and LGS rate 
structures as the laudable initiatives that didn’t turn out to 
meet the original conservation objective.  BCSEA/Sierra 
Club hope that the stark simplicity of the proposed flat rates 
will help MGS and LGS customers see more clearly the 
financial benefits of significant conservation and efficiency 
measures.157 

 BC Hydro’s MGS Proposal seeks to respond to these concerns and has 112.

balanced competing interests in a reasoned and thoughtful manner.  Finally, the 

proposal reflects what BC Hydro resoundingly heard from its customers – that it 

was time for a change.  For these reasons, BC Hydro submits that its MGS 

Proposal should be approved, as sought.   

LGS Rate Class – RS 1600/1601/1610/1611 (collectively, RS 16xx) 

 The LGS rate class consists of General Service customers whose billing demand 113.

is equal to or greater than 150 kW or whose energy consumption in any 12 

month consecutive period is greater than 550,000 kWh.  The current default rate 

structure for LGS customers consists of: a two-part energy rate, a three-step 

inclining block demand charge, a basic charge, and a monthly minimum charge.  

                                            
155 Application, Exhibit B-1, pp 6-30/pdf 309. 
156 Application, Exhibit B-1, Figures 6-6 and 6-7, pp 6-34 to 6-37/pdf 313-316. 
157 Transcript v 3, p 396 lines 22-26 to p 397 lines 1-3. 
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 Based on extensive customer feedback and engagement, similar to its MGS 114.

proposal, BC Hydro is proposing the other of its most substantive changes in its 

Application to the LGS rate structure:  

• Replacement of the existing LGS two-part energy rate with a flat energy 

rate;  

• Replacement of the existing LGS three-step inclining block demand 

charge with a flat demand charge; and  

• Increase the demand charge recovery of demand-related costs from 

approximately 50 per cent to 65 per cent to better align charges with cost 

causation. 

 Similar to its MGS proposal, the proposed simplified rate structure aims to 115.

address two of the failings BC Hydro identified with the current LGS rate 

structure – customer understanding and acceptance, both discussed more fully 

below.   

 As such, BC Hydro seeks a final order effective April 1, 2017 approving a new 116.

rate structure for customers who take service under RS 16xx with a flat demand 

charge set to recover approximately 65 per cent of BC Hydro’s demand-related 

costs attributable to the LGS rate class in the F2016 COS and a flat energy rate 

set to maintain forecast revenue neutrality based on the LGS revenue target 

calculated using any applicable rate increases arising from the F2017 RRA (LGS 

Proposal).  A draft form of Order with respect to BC Hydro’s LGS proposal was 

attached to and formed part of Appendix A-1D of the Application.  It now forms 

part of Appendix B (the Consolidated Order) to this Final Argument.  The specific 

changes to the Tariff are illustrated in Appendix F-1E of the Application158 which 

includes a blacklined copy of the current RS 16xx showing the proposed 

changes.   

                                            
158 Application, Exhibit B-1, pdf 4792. 
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 Like its MGS Proposal, BC Hydro proposes a one-time transition on April 1, 2017 117.

from the current LGS rate structure to BC Hydro’s proposed LGS rate structure. 

LGS Rate Background 

 The LGS class consists of approximately 6,850 accounts with total consumption 118.

of about 10,900 GWh (F2015).  The LGS default rate structures are:  

• a two-part energy rate: this was approved in 2010 pursuant to 

Commission Order No. G-110-10 as an outcome of the 2009 LGS 

application negotiated settlement process;  

• a three-step inclining block demand charge: refer to paragraphs 99 and 

103 above for background on this demand charge; 

• a basic charge: the current LGS basic charge is 22.57 cents/day; and 

• a monthly minimum charge: the LGS monthly minimum charge is 50 per 

cent of the highest maximum demand charge billed in any billing period in 

the on-peak period of November through March during the immediately 

preceding eleven billing periods. 

 The F2016 LGS energy rates are shown below:159 119.

  Table 6-14  Existing LGS Energy Rates (F2016) 

Part 1 Energy Rate – Tier 1 (cents/kWh) 10.66 
Part 1 Energy Rate – Tier 2 (cents/kWh) 5.13 
Part 2 Energy Rate (cents/kWh) 9.90 

 

 Like the MGS rate structure, the overarching objective of the LGS two-part 120.

energy rate structure was to provide LGS customers with an efficient price signal 

to induce energy conservation.  As discussed in relation to the MGS rate 

structure, the key issue with the existing LGS two-part energy rate is that it does 

not provide a clear price signal for conservation, is poorly understood by 

                                            
159 Application, Exhibit B-1, p 6-40/pdf 319. 
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customers, and has resulted in minimal conservation savings.  As described in 

the Application with respect to the current LGS rate, “BC Hydro cannot count on 

and does not forecast any conservation savings going forward.”160 

 BC Hydro has a three-step inclining block demand charge for the LGS rate class 121.

which is the same structure and the same charges as applicable to the MGS rate 

class set out above.  The key issue identified with respect to the LGS demand 

charge is also the same as that identified with the MGS demand charge, as such, 

those submissions are not repeated here. 

LGS Two-Part Energy Rate Evaluation  

 As discussed at paragraphs 104-105 above, BC Hydro performed two 122.

evaluations of the MGS and LGS rate structures, the results of which are shown 

in the MGS/LGS Evaluations which are found in Appendix C-4A of the 

Application.161  The results applicable to the LGS rate structure are summarized 

at section 6.4.3 of the Application162 and formed one of the primary inputs with 

respect to BC Hydro’s assessment of the existing LGS rate and the development 

of alternatives.   

 In addition to the LGS and MGS evaluation methodologies described in relation 123.

to the MGS/LGS Evaluations described at paragraph 104, the F2014 LGS and 

MGS Evaluation Report employed the following with respect to LGS customers: 

• Interviews with key account managers of BC Hydro’s largest LGS 

Industrial, Commercial, Institutional and Government (key) accounts; and  

• Separate regression analysis of a small sample of key accounts.163 

 BC Hydro’s evidence on both the performance of the LGS rate and customer 124.

understanding of it is as follows: 

                                            
160 Application, Exhibit B-1, p 6-43/pdf 322. 
161 Application, Exhibit B-1, pdf 2888. 
162 Application, Exhibit B-1, p 6-45 to 6-48/pdf 324-327. 
163 All as more fully described at Application, Exhibit B-1, section 6.4.3, pp 6-45 to 6-46/pdf 324-325. 
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• The LGS two-part energy rate has delivered lower than expected 

conservation savings with a declining confidence in the persistence of the 

savings;164  

• Awareness and understanding was low – about 35 per cent of LGS 

customers correctly identified the two-part energy rate as applicable 

across four possible rate structure sections;165 

•  Larger customers generally had higher unaided awareness than smaller 

customers;166 

• The incentive to save electricity built into the rate was cited as a driver of 

conservation for 27 per cent of LGS customer respondents – customers 

cited “it is the right to do” as a higher driver than rate structure;167 

• Few people within an organization understood the mechanics of the LGS 

rate;168 

• The complexity of the LGS rate is a barrier to customer understanding of 

the price signal and customer ability to act on it;169 and 

• Most customers looked at their total dollar amount on their electricity bills 

vs. the rate structure – as such, total dollar was viewed as a motivator for 

conservation rather than the two-part rate structure.170 

Alternatives Considered 

 BC Hydro identified three LGS rate structure alternatives for consideration with 125.

stakeholders – the flat energy rate and a flat demand charge; a simplified version 

of the existing two-part energy rate and a flat rate demand charge (the 

                                            
164 Application, Exhibit B-1, p 6-46/pdf 325. 
165 Application, Exhibit B-1, p 6-46/pdf 325. 
166 Application, Exhibit B-1, p 6-46/pdf 325. 
167 Application, Exhibit B-1, p 6-47/pdf 326. 
168 Application, Exhibit B-1, p 6-47/pdf 326. 
169 Application, Exhibit B-1, p 6-47/pdf 326. 
170 Application, Exhibit B-1, p 6-48/pdf 327. 
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Simplified Version); and continuation with the status quo for comparison 

purposes.  Like the alternatives identified for the MGS rate structure, there were 

18 different options identified which were later reduced to five through 

stakeholder engagement.  The process and approach to LGS alternatives 

development was the same as described for MGS and as such, is summarized in 

detail at sections 6.3.4 and 6.3.5 of the Application.171  BC Hydro does not repeat 

that evidence in this section of its Final Argument. 

 A comparison of the LGS status quo rate structure to the flat energy rate and flat 126.

demand charge, and, the Simplified Version are illustrated in the table below172: 

Table 6-18   Alternative LGS Pricing (F2017) 

Pricing 
Element 

Existing LGS 
Rates 

SQ LGS 
Simplified 
Energy 
Rate/Flat 
Demand 
(Status Quo 
demand-
related 
cost recovery 
~50%) 

BC Hydro 
Proposal: 
Flat Energy/ 
Flat 
Demand 
(65% 
demand-
related 
cost 
recovery) 

Sensitivity 
on BC 
Hydro 
Proposal 
(Status 
Quo 
demand-
related 
cost 
recovery: 
~50%) 

Energy rate 
(cents/kWh) 

Part 1, T1: 
Part 1, T2:  
Part 2: 

11.17 
  5.37 
10.10 

Flat Part 1 
energy 
rate not 
modeled 
under this 
alternative for 
F2017 but 
expected = 
~5.98 
cents/kWh, 
subject to Part 2 
energy rate 
adjustments; 
Potential 
changes 
to the current 

 
 
 
 
 
 

5.37 

 
 
 
 
 
 

5.68 

                                            
171 Application, Exhibit B-1, p 6-23 to 6-37/pdf 302-316 
172 Application, Exhibit B-1, p 6-50/pdf 329. 
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LGS-related 
provisions are 
considered 
under 
this alternative 

Demand 
charge 
($/kW) 

T1: 
T2: 
T3: 

  0.00 
  5.72 
10.97 

 
8.35 

 
10.83 

 
8.35 

Basic 
charge 
(cents/day) 

 
23.47 

 
23.47 

 
23.47 

 
23.47 

 

 The LGS Proposal would result in the following illustrative charges in F2018: a 127.

flat energy rate for all kWh of approximately 5.56 cents/kWh; a flat demand 

charge of approximately $11.21 per kW (reflecting BC Hydro’s proposed 65 per 

cent level of cost recovery); and a basic charge of approximately 24.29 cents per 

day.173 

 After considerable consultation on the identified alternatives, the following can be 128.

concluded:  

LGS Energy Rate Structures 

• The existing rate structure is not performing as expected – it is 

demonstrably complex, difficult for customers to act on and is perceived 

as inhibiting growth;174 

• The existing LGS rate structure is delivering limited conservation – in fact, 

BC Hydro is forecasting zero conservation from the LGS rate for planning 

purposes;175  

• The Simplified Version would be a nominal simplification from the status 

quo as the Part 1 consumption threshold of 14,800 kWh/month is not 

material to most LGS customers and would not be expected to materially 

                                            
173 These illustrative charges are calculated assuming the F2018 rate cap increase of 3.5 per cent.  
Application, Exhibit B-1, p 6-38/pdf 317. 
174 Application, Exhibit B-1, p 6-54/pdf 333. 
175 Application, Exhibit B-1, p 6-54/pdf 333. 
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improve customer understanding and acceptance of the overall energy 

rates;  

• A LGS flat energy rate eliminates all complexity-related issues resulting 

from the baseline component of the status quo rate structure and aligns 

with how almost all other similarly situated Canadian electric utilities 

structure larger general service energy rates – i.e. flat;  

• There is a trade-off between customer understanding and acceptance and 

economic efficiency – the flat energy rate will not be reflective of LRMC;176 

LGS Demand Charge Structures and Cost Recovery 

• Similar conclusions as those described above in relation to the MGS 

demand charge apply equally to the LGS demand charge, specifically; a 

flat demand charge will better reflect cost causation.  This improves 

fairness; 

• A flat LGS demand charge will simplify the rate structure and improve 

customer understanding and acceptance and be better aligned with the 

practice of other utilities; and 

• A flat energy rate combined with a flat demand charge with a demand cost 

recovery of 65 per cent softens bill impacts and reduces variability than if 

the demand cost recovery remained at 50 per cent, for the “typical” and 

larger customers with high load factors.177 

 The LGS Proposal is supported by many LGS customers and organizations 129.

representing LGS customers.178  It prioritizes customer understanding and 

acceptance by significantly simplifying the current LGS energy rate and aligns it 

                                            
176 For F2017 the LGS flat rate would be 5.37 cents/kWh with demand charge cost recovery at 65 per 
cent and the lower end of the energy LRMC range is 9.46 cents/kWh. 
177 Application, Exhibit B-1, Figures 6-10 and 6-11, pp 6-58 to 6-59/pdf 337-338. 
178 Application, Exhibit B-1, pp 6-59 to 6-60/pdf 338-339. 
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with how other similarly situated Canadian electric utilities structure general 

service energy rates.179   

 BC Hydro acknowledges concerns raised with respect to the fact that the flat 130.

energy rate is not reflective of the energy LRMC - specifically, as described by 

Mr. Miller at the oral hearing, “that the energy rate for LGS will be 5.94 cents kWh 

which is below the lower end of the energy LRMC and as such, won’t encourage 

conservation.”180  As described by Mr. Doyle, this issue was one of BC Hydro’s 

primary concerns during the development of its LGS proposal and required the 

most careful consideration.  It ultimately came down to a trade-off between 

customer understanding and acceptance, which BC Hydro’s LGS Proposal 

addresses first and foremost, and economic efficiency.  However, the evidence 

BC Hydro provided indicates that while a trade-off is expected, it likely will not 

result in either increased or inefficient consumption:  

• BC Hydro forecasts that the LGS customers will respond to natural 

conservation (revenue requirement increases) and have some elasticity 

response to that;181 

• BC Hydro does not expect that a change from the two-part rate to the flat 

rate will impact conservation because the two-part rate is not achieving 

conservation and has seen declining conservation since 2012;182 and 

• While some LGS customers are tracking their credits and charges, the 

majority are looking at their total bill and responding to their total bill so to 

the extent that their total bill will be similar under a flat rate, there is 

unlikely to be an effect.183 

 Ultimately, as commented on by Mr. Doyle, “from the input from our customers 131.

with respect to the complexity of the rates, the difficulty they were having with 
                                            
179 Application, Exhibit B-1, pp 6-60/pdf 339. 
180 Transcript v 5, p 971 lines 24-26 to p 972 lines 1-2. 
181 Transcript v 5, p 972 lines 19-23. 
182 Transcript v 5, p 973 lines 1-26 to p 974 line 1. 
183 Transcript v 5, p 974 lines 8-18. 
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respect to business planning, budgeting and other factors, it was definitely the 

trade-off that we made.”184  BC Hydro submits that, like the MGS rate structure, 

the current LGS rate structure is simply not working and in its view, “the gains in 

simplification in moving to a flat energy rate appear to be worth the apparent 

small loss in economic efficiency” associated with continuing the current LGS 

rate structure.185   

 Based on the above submissions, BC Hydro submits that its LGS Proposal 132.

should be approved, as filed. 

MGS and LGS Transition Period 

 BC Hydro proposes a one-step transition for both the MGS and LGS rate 133.

proposals effective April 1, 2017, which no stakeholder objected to.  For a 

description of BC Hydro’s analysis with respect to a longer phase-in period for 

both the MGS and LGS rate proposals please see sections 6.5.1 and 6.5.2 of the 

Application.186  

MGS and LGS: Three Related Requests 

 Assuming BC Hydro’s MGS and LGS rate proposals are accepted, three related 134.

orders are required: 

(i) Elimination of TS 82 (the TS 82 Proposal): These are the rules for LGS 

prospective growth applications for modified LGS pricing and allow 

eligible customers to be billed under modified LGS pricing.  TS 82 will not 

be required if the Commission approves BC Hydro’s LGS Proposal.  BC 

Hydro also requests the transfer of any remaining LGS customers on TS 

82 modified LGS pricing to RS 16xx effective April 1, 2017.  A draft form 

of Order with respect to BC Hydro’s TS 82 relief was attached to and 

                                            
184 Transcript v 5, p 972, lines 8-12. 
185 Application, Exhibit B-1, p 6-60/pdf 339. 
186 And specifically, Application, Exhibit B-1, pp 6-69 to 6-70 which shows that implementing a phased-in 
transition period would be highly complex, leading to a decline in customer understanding and bill 
predictability as well as a delay in the offsetting of benefits.   
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formed part of Appendix A-1D of the Application.  It now forms part of 

Appendix B (the Consolidated Order) to this Final Argument. 

(ii) Amendment to RS 1200/1201/1210/1211 (collectively, RS 12xx) to 
enable dissolution of the LGS and MGS Control Groups (the 
GS-Control Group Proposal): In its 2009 LGS application, BC Hydro 

proposed that randomly selected MGS and LGS accounts remain on the 

pre-existing general service rate structure as control groups to provide a 

method to help isolate the effects of the LGS and MGS rates from other 

factors that affect consumption.  These control groups will not be 

necessary if the Commission approves BC Hydro’s LGS and MGS 

proposals.  There are currently 320 LGS and MGS control accounts 

currently served on RS 12xx which BC Hydro requests be transferred to 

the new LGS and MGS rates on April 1, 2017 if the Commission approves 

BC Hydro’s MGS and LGS proposals.  A draft form of Order with respect 

to BC Hydro’s LGS and MGS Control Group relief was attached to and 

formed part of Appendix A-1D of the Application.  It now forms part of 

Appendix B (the Consolidated Order) to this Final Argument.  The specific 

changes required are illustrated in Appendix F-1E of the Application187 

which includes a blacklined copy of the current RS 12xx showing the 

proposed changes.   

(iii) Elimination of RS 2600/2601/2610/2611 (collectively, RS 26xx) (the 
GS-Distribution Utilities Proposal): In 2011, Corix applied for and was 

granted188 an exemption from the LGS two-part energy rate and 

negotiated a flat rate with BC Hydro, approved as RS 26xx.  If BC Hydro’s 

LGS Proposal is approved there will be no need for RS 26xx.  BC Hydro 

contacted Corix to determine if it had an objection to BC Hydro applying 

for the termination of RS 26xx and the transfer of Corix’s Sun Rivers and 

Sonoma Pines accounts to the default LGS rate should its proposal be 

                                            
187 Application, Exhibit B-1, pdf 4792. 
188 Commission Order No. G-36-11. 
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approved.  Corix confirmed that it is not opposed to the termination of RS 

26xx on those conditions.   A draft form of Order with respect to BC 

Hydro’s RS 26xx relief was attached to and formed part of Appendix A-1D 

of the Application.  It now forms part of Appendix B (the Consolidated 

Order) to this Final Argument.   

C. BC HYDRO TRANSMISSION SERVICE RATE PROPOSALS 

 This section summarizes BC Hydro’s proposals and orders sought with respect 135.

to its Transmission Service rate proposals.   

 BC Hydro has eight existing Transmission Service rate schedules: RS 1823 136.

(Stepped Rate), RS 1825 (TOU Rate), RS 1827 (Rate for Exempt Customers), 

RS 1852 (Modified Demand), RS 1853 (IPP Station Service), RS 1880 (Standby 

and Maintenance Supply), RS 1891 (Shore Power Service), and RS 3808 (a PPA 

between BC Hydro and FortisBC).189  Of these, BC Hydro is only seeking an 

order with respect to RS 1823 which is the default two-step rate for Transmission 

Service customers.   

 RS 1823 consists of the following pricing elements: Tier 1 energy rate, Tier 2 137.

energy rate, demand charge, the flat Energy Rate A and the minimum monthly 

charge.   

 BC Hydro proposes the following with respect to RS 1823:  138.

• Retain the status quo as it relates to the stepped rate structure for RS 

1823 customers which has been in place since 2006:190 it works well, and 

is well understood and supported by customers and industry;   

• Continue the pricing principles implicit in subsection 3(c) of Direction No. 6 

to the Commission: This requires very slight re-pricing of the Tier 1 and 

Tier 2 energy charges in F2017 so that the Tier 2 energy charge is set to 

the lower end of the energy LRMC range and Tier 1 is set so that 
                                            
189 Application, Exhibit B-1, p 7-1/pdf 358.  
190 Pursuant to Commission Order No. G-79-05 after a NSP and Negotiated Settlement Agreement.   
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customer bill neutrality results; and in F2018 and F2019, the application of 

RRA rate increases equally to both Tier 1 and Tier 2 (the RS 1823 F2017-
F2019 Pricing Principles);   

• No change to the demand charge; and  

• No change to the monthly minimum charge. 

 A draft form of Order with respect to BC Hydro’s proposed RS 1823 Pricing 139.

Principles was attached to and formed part of Appendix A-1B of the Application.  

It now forms part of Appendix B (the Consolidated Order) to this Final Argument.  

RS 1823 Background and Context 

 RS 1823 represents about 86 per cent of total Transmission Service voltage 140.

sales.  Since 2006, RS 1823 has been reviewed by both the Commission and 

B.C. Government on numerous occasions,191 most recently, as part of the 2013 

IEPR task force.  In its October 2013 final report, the IEPR task force notes that 

BC Hydro does not have a “conservation problem in the short term, so there is 

little incentive to make drastic changes to a regime (RS 1823) that appears to be 

working.”192  

                                            
191 On March 10, 2005 BC Hydro filed its Transmission Service Rate (TSR) Application which sought 
approval for the default RS 1823.  After a NSP and Negotiated Settlement Agreement, by Commission 
Order No. G-79-05 the Commission approved default RS 1823 pursuant to which the Tier 2 rate is set as 
a signal of BC Hydro’s energy LRMC.  The pricing principles for RS 1823 were subsequently re-set to 
reflect BC Hydro’s latest reference for LRMC through the Commission review if BC Hydro’s 2008 TSR 
Re-Pricing Application and subsequent Commission Order No. G-97-08, copy available at: 
http://www.bcuc.com/Documents/Decisions/2008/DOC_19035_G-97-08_BCH_Transmission_Svce_Rate-
Reasons-for-Decision.pdf  BC Hydro also submitted to the Commission a TSR three-year summary report 
on September 30, 2009 which was an input into the Commission’s own review, resulting in the 
Commission’s Report to the Government on the British Columbia Hydro and Power Authority 
Transmission Service Rate Program, December 30, 2009, copy available at: 
http://www.bcuc.com/documents/reports/bcuc-tsr-evaluation-report-december_31_2009.pdf.  The 
Commission considered the Customer Baseline Load Determination Guidelines 5 times between 2008 
and 2013 – see Order No. G-69-08; Order No. G-16-10; Order No. G-21-10; Order No. G-103-12; and 
Order No. G-19-14. 
192 Industrial Electricity Policy Review Task Force Final Report, October 31, 2013, p 29; 
https://news.gov.bc.ca/files/Newsroom/downloads/industrial_electricity_policy_review_task_force_final_re
port.pdf  

http://www.bcuc.com/Documents/Decisions/2008/DOC_19035_G-97-08_BCH_Transmission_Svce_Rate-Reasons-for-Decision.pdf
http://www.bcuc.com/Documents/Decisions/2008/DOC_19035_G-97-08_BCH_Transmission_Svce_Rate-Reasons-for-Decision.pdf
http://www.bcuc.com/documents/reports/bcuc-tsr-evaluation-report-december_31_2009.pdf
https://news.gov.bc.ca/files/Newsroom/downloads/industrial_electricity_policy_review_task_force_final_report.pdf
https://news.gov.bc.ca/files/Newsroom/downloads/industrial_electricity_policy_review_task_force_final_report.pdf
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 Each of Direction No. 6, Direction No. 7 and the Heritage Contract Report193 are 141.

relevant to BC Hydro’s Transmission Service rate proposal.   

Direction No. 6 

 Subsection 3(c) of Direction No. 6 to the Commission provides that the 142.

Commission must uniformly increase the pricing elements of RS 1823 by the 

amount of the approved F2015 and F2016 RRA rate increases.  The RS 1823 

Pricing Principles continue with the pricing principles implicit in subsection 3(c) 

of Direction No. 6. 

Direction No. 7 and the Heritage Contract Report 

 Subsection 3(1) of Direction No. 7 requires that the Commission, in designing 143.

rates for BC Hydro’s Transmission Service customers ensure that those rates 

are consistent with Recommendations #8 - #15 of the Heritage Contract Report.  

The B.C. Government accepted Recommendation #8, which provides that the 

Transmission Service stepped rate (RS 1823) should be implemented according 

to a number of principles, including the following:194 

• The Tier 2 rate should reflect BC Hydro’s energy LRMC;  

• The quantity of Tier 1 power sold to Transmission Service customers 

should be set at 90 per cent, and the Tier 2 quantity should make up the 

remaining 10 per cent; and  

• The Tier 1 rate should be derived from the Tier 2 rate and the Tier 1/Tier 

2 90/10 split to achieve, to the extent reasonably possible, revenue 

neutrality. 

 The pricing elements of RS 1823 are set out below:195  144.

                                            
193 See Heritage Contract Report, pp 58-62. 
194 See section 2.3.1.3 and Table 2-2 of the Application, Exhibit B-1, p 2-32 to 2-34/pdf 85-87. 
195 Application, Exhibit B-1, p 7-5/pdf 362. 
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Table 7-1  Existing RS 1823 Rates (F2016) 

Energy Rate A 4.303 cents/kWh 
(this is the flat rate for new accounts and 
customers that do not have a CBL) 

Energy Rate B Tier 1 3.836 cents/kWh 
Energy Rate B Tier 2 8.503 cents/kWh 
Demand 7.341 $/kV.A 

 

 As can be seen from the above table, the F2016 Tier 2 rate is 8.50 cents/kWh.  145.

Increasing it by 4 per cent (which is the maximum allowed RRA increase in 

F2017)196 would only take it to 8.84 cents/kWh which results in an amount less 

than the lower bound of the F2017 LRMC range of 8.92 cents/kWh.197  

Therefore, in order to comply with subsection 3(1) of Direction No. 7 and the 

requirements of Recommendation #8 the following is required:  

• in F2017 it is necessary to increase Tier 2 by more than the RRA rate 

increase; 

• the change in F2017 to the Tier 1 rate must be done either on the basis of 

customer bill neutrality or forecast revenue neutrality – this is because, in 

F2017, both definitions of revenue neutrality cannot be met and a choice 

between them must be made.  BC Hydro notes that that choice is not 

necessary in F2018 and F2019 provided that the Tier 2 rate is set in F2017 

at the lower bound of the LRMC.  This is because RRA rate increases in 

F2018 and F2019 will result in RS 1823 satisfying all of the requirements of 

subsection 3(1) of Direction No. 7 and Recommendation #8 under both 

definitions of revenue neutrality. 

Alternatives Considered 

 BC Hydro consulted on three different pricing options (its preferred option and 146.

two others) for the application of the RRA rate increases during the F2017 to 

                                            
196 Pursuant to section 9 of Direction No.7. 
197 Application, Exhibit B-1, p 7-8/pdf 365. 
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F2019 period which are described at section 7.2.2.2 of the Application.198  BC 

Hydro’s evidence with respect to the determination of its preferred option is as 

follows:  

• The majority of stakeholders consulted preferred BC Hydro’s preferred 

option;  

• Groups specifically representing customers who take service under RS 

1823 strongly favour BC Hydro’s preferred option;  

• The majority of non-Transmission Service stakeholders support BC 

Hydro’s preferred option;  

• The approach maintains the relative price differential between Tier 1 and 

Tier 2 and maintains customer bill neutrality in all years and forecast 

revenue neutrality in two of the three years; 

• It is easily understood and is consistent with how RRA increases have 

been applied to other rates such as the RIB rate; and 

• It is consistent with Heritage Contract Recommendation #8 because Tier 

2 is set within the LRMC range in all years.199  

 BC Hydro is not proposing any changes to the demand charge provisions of RS 147.

1823.  There was general consensus among stakeholders that the existing 

demand charge is appropriate as it is consistent with industry practice, matches 

BC Hydro’s system peak period and recovers 65 per cent of demand-related 

costs.  As such, no alternatives were brought forward or considered during the 

2015 RDA consultation.200   

 BC Hydro is also not proposing any changes to the RS 1823 monthly minimum 148.

charge (demand ratchet).  The demand ratchet ensures that some portion of 

                                            
198 Application, Exhibit B-1, pp 7-9 to 7-10/pdf 366-367. 
199 Application, Exhibit B-1, p 7-11/pdf 368. 
200 Application, Exhibit B-1, p 7-15/pdf 372. 
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fixed costs is recovered from customers even though they do not impose a 

significant demand on the system in a particular month.201  Most Canadian 

electric utilities reviewed employ a demand ratchet for their large industrial 

customers.202  

 During stakeholder consultation with Transmission Service customers, no one 149.

raised any issue with the RS 1823 demand ratchet nor has the demand ratchet 

been an issue in previous Transmission Service rate proceedings.203  In light of 

this, and considering that the demand ratchet helps BC Hydro recover its fixed 

costs, BC Hydro proposes no change to the current RS 1823 monthly minimum 

charge. 

 Based on the foregoing submissions and in light of the strong customer support, 150.

BC Hydro submits that the RS 1823 F2017-F2019 Pricing Principles should be 

approved, as filed.   

D. BC HYDRO ELECTRIC TARIFF TERMS AND CONDITIONS PROPOSALS 

 This section summarizes BC Hydro’s proposals and orders sought with respect 151.

to its proposed changes to various Electric Tariff Terms and Conditions of 

Service (Terms and Conditions), including Standard Charges. 

 Consultation on most of BC Hydro’s Terms and Conditions were within scope in 152.

Module 1 with the following exceptions:  

• Section 8 which governs Distribution extensions and will be covered in 

RDA Module 2;  

• Section 10 which deals with issues related to Rate Zone IB and Rate Zone 

II and will be covered in RDA Module 2;  

                                            
201 Application, Exhibit B-1, p 7-16/pdf 373. 
202 Application, Exhibit B-1, p 7-16/pdf 373. 
203 Application, Exhibit B-1, p 7-17/pdf 374. 
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• Sections 9.2 and 11.3 which deal with the Resale of Electricity and the 

Transformer Rental Charge respectively and which will be covered in RDA 

Module 2 as part of  consideration of Distribution extensions; and 

• Section 11.3 which deals with issues related to the Meter Choices 

Program.  In Commission Order No. G-175-15 the Commission confirmed 

that issues related to the Meter Choices Program were out of scope in the 

review of BC Hydro’s 2015 RDA204 and in Order No. G-5-16 confirmed 

that parties must not raise issues related to the Meter Choices 

Program.205  

 BC Hydro’s proposed changes with respect to its Terms and Conditions and 153.

Standard Charges can be grouped into three main categories: 

• Updates to Standard Charges to improve cost apportionment; 

• Update the Electric Tariff language regarding the conditions under which a 

security deposit can be requested and the amount that can be assessed; 

and 

• Update the general language of the Terms and Conditions to reflect 

modern drafting concepts. 

 BC Hydro filed the proposed changes to its Terms and Conditions in Exhibit B-1-154.

1 which included a black-lined copy of the proposed Electric Tariff amendments 

as Attachment 3.206  A draft form of Order with respect to BC Hydro’s proposed 

changes to its Terms and Conditions and Standard Charges was attached to and 

formed part of Appendix A-1D of the Application.  It now forms part of Appendix B 

(the Consolidated Order) to this Final Argument.   

                                            
204 Exhibit A-4, at 7 where the Commission determined that issues related to the Meter Choice Program 
were not within scope of the 2015 RDA.  
205 Exhibit A-12, at 4 where the Commission stated that “parties identified in directives 1 and 2 who are 
registered or seek registration must not raise issues related to the Meter Choices Program given the 
scope determination of Order G-175-15. 
206 Exhibit B-1-1, pdf 216. 
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 Finally, BC Hydro also seeks Commission endorsement207 of its proposed 155.

review of Standard Charges between rate design applications, specifically, that: 

• RRAs are the appropriate forum for updating existing Standard Charges to 

reflect current costs; and  

• Fundamental changes to Standard Charges, the introduction of new 

Standard Charges and/or major changes to the terms and conditions 

related to Standard Charges are preferably filed with and examined 

through RDAs. 

 These endorsements would provide greater certainty and regulatory efficiency to 156.

future filings.   

Update to Standard Charges 

 The last time the Commission considered BC Hydro’s Standard Charges was in 157.

its 2007 RDA, which was based on F2006 costs.  Since 2007, there have also 

been changes to BC Hydro’s business models in terms of how it delivers its 

services such as smart metering, the expanded use of electronic bill payments 

and the shift to on-line/self-service transactions.  All of these changes impact 

costs and cost apportionment and as such, the Standard Charges need to be 

updated to reflect BC Hydro’s current costs. 

 In addition to more general cost updates, BC Hydro is also proposing the 158.

removal of a number of charges that are based on obsolete charges for services 

no longer required.  Finally, BC Hydro proposes the addition of two new 

charges. 

 BC Hydro’s proposals with respect to the changes to its Standard Charges are 159.

found at section 8.3 of the Application.208  A summary of those proposed 

                                            
207 As outlined in its response to BCUC IR 1.4.1 in the 2008 LTAP proceeding (Exhibit B-3), BCUC 
endorsement would create a presumption in favour of the requested relief.  The presumption could be set 
aside based on a clear case showing changed circumstances or appropriateness.    
208 Application, Exhibit B-1, pp 8-5 to 8-6/pdf 415-416. 
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Standard Charges is found at Table 8-1 of the Application and is reproduced 

below: 

Table 8-1  Summary of Proposed Standard Charges 

Standard 
Charge 

Current Proposed Section of 
Chapter/Rationale 

Minimum 
Reconnection 
Charge – default 

$125 $30 Section 8.3.2 - Updated to 
reflect current 
costs; does not include IT 
costs based 
on stakeholder input 

Late Payment 
Charge 

1.5% per 
month 

1.5% per 
month 

Section 8.3.3 - Late Payment 
Charge 
recovers BC Hydro’s costs 
and is a 
means to incent prompt 
payments 

Returned 
Cheque 
Charge, to be 
re-named 
Returned 
Payment 
Charge 

$20 $6 Section 8.3.4 - Currently, this 
charge is 
tied to BC Hydro’s lead 
bank’s 
non-sufficient funds (NSF) 
fee; change 
to reflect BC Hydro’s actual 
costs 

Account Charge $12.40 $12.40 Section 8.3.5 - Two different 
cost drivers 
offset each other so charge 
remains the 
same 

Meter Test 
Charge 

$125 
(Minimum 

Reconnection 
Charge) 

$181 Section 8.3.6 - Proposed 
new charge 
reflecting cost recovery of 
first meter 
connection charge 

Collection 
Charge 

$39 Remove Section 8.3.7 - Outdated as 
most meters 
are disconnected remotely 

DataPlus 
Service 

$360 per year Remove Section 8.3.7 - New 
enhanced data 
download service planned to 
be released 
to customers in early 2016 
free of charge 
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 Missing from the above table are BC Hydro’s proposed updates to its Minimum 160.

Connection Charges which are shown in Table 8-2 of the Application and 

reproduced below.209  The current Minimum Connection Charges for new 

services are based on calculations using F2006 material and labour costs and 

as such, have been updated based on F2016 costs.  

  Table 8-2  Summary of Proposed Standard Charges 

 Current Charge ($) Proposed Charge ($) 
100A Overhead 463 799 
200A Overhead 496 838 
400A Overhead 798 Remove 
100A Underground 605 957 
200A Underground 855 1270 
First Meter 92 181 
Additional Meter 23 46 
Call back Charge 194 368 

 

 The derivation of the charges for each of the proposed changes to the Standard 161.

Charges is found in Appendix G-1B of the Application.210 

 Other than BC Hydro’s proposals with respect to its Late Payment Charge, 162.

Meter Test/Refused Access and Minimum Reconnection Charges, the latter of 

which was addressed in Commission Order No. G-175-15 and has been set on 

an interim basis effective December 1, 2015,211 most of its proposals regarding 

Standard Charges received little attention from interveners beyond clarification 

questions.  As such, BC Hydro provides a very high level summary of the 

proposals below: 

                                            
209 Application, Exhibit B-1, p 8-7/pdf 417. 
210 Application, Exhibit B-1, pdf 4826; updates to the Minimum Reconnection Charge derivation was 
provided in BC Hydro’s revised response to BCUC IR 1.124.1, Exhibit B-26, pdf 85-88. 
211 And as more fully summarized in Appendix A to this Final Argument.  
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• Minimum Connection Charges: BC Hydro proposes to update its 

Minimum Connection Charges to reflect F2016 costs; the charges reflect 

average costs based on the customer’s service requirements.212  

• Minimum Reconnection Charges: as described above, Minimum 

Reconnection Charges were addressed in Commission Order No. G-175-

15 and are also more fully described in Appendix A to this Final Argument. 

• Late Payment Charge: BC Hydro proposes continuation of the 1.5 per 

cent per month Late Payment Charge on the basis that it recovers BC 

Hydro’s costs.  BC Hydro’s Late Payment Charge is assessed on a bill 

with an unpaid balance of $30 or more that has not been paid in full on or 

before the due date of the bill.  The 1.5 per cent charge and $30 threshold 

have been in place since their introduction in 1977 and in the 2007 RDA 

Decision the Commission approved the continued use of the 1.5 per cent 

charge.  BC Hydro also undertook a jurisdictional assessment of its Late 

Payment Charge which confirms that it is in line with the Canadian electric 

utilities surveyed. 213 

• Returned Payment Charge:  BC Hydro proposes to decrease the 

Returned Payment Charge from its current rate of $20 to $6.  This charge 

recovers costs of banking fees charged to BC Hydro, labour required from 

billing and payments clerks to review returned payments, and, printing and 

mailing fees for letters sent to customers with returned payments.214    

• Account Charge:  BC Hydro proposes continuing with an Account 

Charge at the current rate of $12.40 despite an updated cost basis 

increasing slightly to $12.55.215 

                                            
212 Application, Exhibit B-1, p 8-7/pdf 417. 
213 Application, Exhibit B-1, pp 8-11 to 8-12/pdf 421-422. 
214 Application, Exhibit B-1, pp 8-14 to 8-15/pdf 424-425.   
215 Application, Exhibit B-1, p 8-16/pdf 426. 
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• Meter Test Charge:  BC Hydro proposes a new Meter Test Charge of 

$181.  In accordance with section 4.3 of the Electric Tariff, a customer that 

doubts the accuracy of his/her meter can have the meter tested by 

Measurement Canada.  There is no charge to the customer if the meter is 

found to be “inaccurate”216 however, the customer is charged the default 

Minimum Reconnection Charge (currently $125) if the meter is deemed to 

be accurate.  The reduction of the default Minimum Reconnection Charge 

to $30 creates a situation in which BC Hydro will not recover the costs of 

dispatching a crew to exchange the customer’s meter.  As such, BC Hydro 

proposes to use the updated First Meter (Minimum Connection Charge) of 

$181217 for the new Meter Test Charge as a proxy to better reflect cost 

recovery.218   

• Collection Charge: BC Hydro proposes elimination of the Collection 

Charge.  This is a $39 charge applied when a customer facing 

disconnection for non-payment would pay the crew directly and stop the 

disconnection. The charge is obsolete for two reasons: crews are no 

longer able to accept direct payment and smart meters have allowed 

disconnections to be performed without dispatching a crew.219 

• DataPlus Service: BC Hydro proposes elimination of the DataPlus 

Service Charge ($360 per year).  This is a charge applied to commercial 

customers with multiple accounts that are subscribed to the DataPlus 

service which provides them with detailed billing and consumption 

summaries.  Due to advances in BC Hydro’s IT infrastructure, this service 

can now be accessed free of charge.220   

                                            
216That is, is found to be operating outside of normal parameters as described within the Electricity and 
Gas Inspections Act, R.S.C. 1985, c. E-4. 
217 See Table 8-2 above. 
218 Application, Exhibit B-1, p 8-17/pdf 427, see also Transcript v 6, p 1083. 
219 Application, Exhibit B-1, p 8-17 to 8-18/pdf 427-428. 
220 Application, Exhibit B-1, pp 8-18/pdf 428. 
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 In light of the foregoing, BC Hydro submits that the changes to its Standard 163.

Charges should be approved, as filed. 

Security Deposits 

 BC Hydro proposes to change the Electric Tariff language regarding the 164.

application of security deposits in two ways:  

(a) to allow it to charge a new security deposit or increase an existing security 

deposit if actual consumption is found to be significantly higher than the 

consumption that is estimated when the account was created; and   

(b) to allow for greater flexibility in the amount that is assessed. 

 Currently, BC Hydro can assess a security deposit in two situations: for a new 165.

applicant that has not established satisfactory credit,221 and, for an existing 

customer who has not maintained a satisfactory credit history.222 

 When a new customer applies for service, BC Hydro assesses the need for a 166.

security deposit based on factors that include the likelihood of the customer not 

paying the final bill (which is determined through references and a credit score) 

and the consequence of the customer not paying the final bill (which is 

determined through the expected amount of the customer’s average bill).223   

 The current Electric Tariff provisions means that BC Hydro may waive or assess 167.

a small security deposit on the basis of a small expected bill only to later discover 

that actual consumption is significantly higher than anticipated.  In these 

situations, BC Hydro has under-secured the customer’s account relative to the 

bad debt exposure but does not have the ability to apply a new or increased 

security deposit.  As such, BC Hydro proposes that the Electric Tariff be modified 

to allow for the application of a new security deposit or an increase to an existing 

security deposit if actual consumption is found to be significantly higher than the 

                                            
221 Electric Tariff, section 2.4.2. 
222 Electric Tariff, section 2.4.3. 
223 Application, Exhibit B-1, pp 8-19 to 8-20/pdf 429-430. 
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consumption that was estimated when the account was created. This change will 

better protect customers against non-collection and was supported by 

stakeholders during engagement on the issue.224 

 Secondly, BC Hydro proposes changes to the language around the specific 168.

amount applied as a security deposit.  Where a security deposit is currently 

assessed, the Electric Tariff provisions are prescriptive in the amount that must 

be applied.  Specifically, it must be:  

• two times the customer’s average monthly bill if the account is on monthly 

billing; or  

• three times the customer’s average monthly bill if the account is on 

bi-monthly billing. 

 BC Hydro’s language is among the most prescriptive among many of the major 169.

Canadian electric utilities.225 As such, BC Hydro submits that changing the 

Electric Tariff language to allow security deposits in an amount “up to” two or 

three times the average monthly bill is reasonable.  With this change, BC Hydro 

hopes to enable greater flexibility in the amount it charges for security deposits. 

For example, it can charge a lesser amount to a lower risk customer and, it 

allows BC Hydro the option of setting standardized security deposits, if the 

circumstances allow.  

 In the course of developing this proposal and through continued customer 170.

engagement, BC Hydro realized that it could have been clearer with respect to 

setting standardized security deposits for apartments, which it currently plans to 

do if its proposals are accepted and if a security deposit is warranted.  More 

specifically, in both the Application226 and in a number of IR responses227, BC 

Hydro stated that for new customers who were assessed a security deposit and 
                                            
224 Application, Exhibit B-1, pp 8-21/pdf 431. 
225 Application, Exhibit B-1, pp 8-21/pdf 431. 
226 Application, Exhibit B-1, pp 8-22/pdf 432. 
227 See for example, BC Hydro’s responses to BCUC IR 1.135.4, BCUC IR 1.135.5, and BCUC IR 
1.135.6.1. 
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living in an apartment, a standardized $50 security deposit would be applied.  

These statements should have been qualified to confirm that, if a customer’s 

monthly usage is estimated to fall below $50 (i.e., 2x/3x their average monthly 

bill is <$50), then they will not be assessed a standardized security deposit but 

rather, will be assessed 2x/3x their average monthly bill or will not be assessed 

a security deposit at all.228 

 Stakeholders who were consulted on this proposal “supported providing BC 171.

Hydro with additional flexibility in the application of the security deposit 

amount”229 however questions remained regarding the application of the $50 

standardized amount for apartments.  BC Hydro hopes that with the above 

clarification, any remaining stakeholder concerns have been addressed.  As 

such, BC Hydro submits that the amendments Electric Tariff language regarding 

the application of security deposits should be approved, as filed. 

Miscellaneous Terms and Conditions Amendments 

 BC Hydro used the opportunity of preparing its 2015 RDA to review its Terms 172.

and Conditions and update them to reflect modern drafting techniques and 

ensure consistency and clarity of language.  The changes BC Hydro proposes in 

this regard are administrative in nature and are found in Exhibit B-1-1 which 

includes a black-lined copy of the proposed Electric Tariff amendments as 

Attachment 3.230 

 During the course of the Oral Hearing, two additional Electric Tariff amendments 173.

were identified that were not included in Exhibit B-1-1, or, that require 

modification to the proposed revisions described in Exhibit B-1-1.  Attached as 

Appendix C to this Final Argument is a blackline of the two additional Electric 

Tariff Amendments.  The first of the proposed amendments is as follows:  

                                            
228 Transcript, v 6 p 1094 lines 21-26 and p 1095 lines 1-20.  
229 Application, Exhibit B-1, pp 8-21/pdf 431. 
230 Exhibit B-1-1, pdf 216. 
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Electric Tariff Section 2.1 Application for Service.  Exhibit B-1-1 indicated 
the following proposed wording for Section 2.1:  

“A Person requesting new or modified Service must apply to 
BC Hydro online at www.bchydro.com or by telephone.” 

 Due to the recent opening of BC Hydro’s in-person customer service desks at its 174.

Dunsmuir, Edmunds and Vernon offices, and expected opening in Prince 

George, BC Hydro proposes to modify Section 2.1 of the Electric Tariff as 

follows:  

“A Person requesting new or modified Service must apply to 
BC Hydro online at www.bchydro.com, or by telephone, or in 
person.” 

 

 The second proposed amendment is as follows: 175.

Electric Tariff Section 2.10 Re-Application for Service.  Exhibit B-1-1 
indicated the following proposed wording for Section 2.10: 

“Where a Customer Terminates Service to a Premises and 
that Person, or a co-occupant, representative or agent of 
that Person, applies for Service to the same Premises within 
12 months of such Termination on the same Rate Schedule 
as previously applied, and regardless of whether 
Disconnection occurred, the applicant will pay the greatest 
of:  

1. The Minimum Reconnection Charge, as set out in section 
11.3 (Minimum Reconnection Charges);  
 

2. BC Hydro’s estimated cost to restore Service; and  
 

3. The sum of the minimum charges the Customer would 
have paid between the time of Termination and the time 
that Service is restored, under this section.”  

 

 As drafted, the proposed wording change for Section 2.10 of the Electric Tariff 176.

contemplates payment of all 3 of the above enumerated charges when in fact, 

payment of re-application for service is intended to be the sum of the (1) the 

greater of the minimum reconnection charge or BC Hydro’s estimated cost to 

http://www.bchydro.com/
http://www.bchydro.com/


 

75 

restore service and (2) the minimum charges the Customer would have paid 

between the time of termination and the time that service is restored.  As such, 

and for greater clarity, BC Hydro proposes to modify Section 2.10 of the Electric 

Tariff as follows:  

“Where a Customer Terminates Service to a Premises and 
that Person, or a co-occupant, representative or agent of 
that Person, applies for Service to the same Premises within 
12 months of such Termination on the same Rate Schedule 
as previously applied, and regardless of whether 
Disconnection occurred, the applicant will pay the greatest 
sum of:  

1. The greater of the Minimum Reconnection Charge, as set 
out in section 11.3 (Minimum Reconnection Charges), or 
BC Hydro’s estimated cost to restore Service; and  

 
2. The sum of the minimum charges the Customer would 

have paid between the time of Termination and the time 
that Service is restored, under this section.”  

 

Low-income Terms and Conditions  

 In its Application, BC Hydro reported on its engagement with BCOAPO and their 177.

expert, Mr. Colton with respect to potential low-income terms and conditions.  At 

the time of drafting the Application, that engagement was ongoing however, BC 

Hydro summarized the measures it currently has in place and/or are proposed in 

its Application that benefit (or will benefit if approved) low-income customers.231  

In his Opening Statement, Mr. Anderson also commented on this engagement 

and confirmed that while BC Hydro is “not proposing any amendments or 

approvals in terms of low-income customers specifically, we are taking steps 

that will assist low-income customers within the boundaries of the Utilities 

Commission Act.”232   

                                            
231 See Application, Exhibit B-1, section 8.6.2, p 8-30 to 8-34/pdf 440-444 for this discussion.   
232 Mr. Anderson’s Opening Statement, Exhibit B-38, p 4/pdf 8. 
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 BC Hydro’s submissions with respect to BCOAPO’s proposals regarding low-178.

income terms and conditions will be filed on October 11, 2016,233 however, at a 

high level, the existing and proposed measures identified in BC Hydro’s 

Application and by Mr. Anderson that benefit low-income customers include the 

following:  

• Equal Payment Plans: BC Hydro’s Equal Payment Plans are substantively 

the same as the OEB equalized billing portion of the Electricity Low-

income Customer Rules;234 

• Pay as You Go: applicants may select this plan as an alternative to 

providing a security deposit;235 

• Instalment Plans: BC Hydro offers instalment plans to customers who are 

having difficulty making payments; overdue amounts do not incur further 

late payment charges; and, BC Hydro is working on business process 

changes to allow repayment over longer periods provided that bills are 

paid before the next winter heating season;236 

• Payment Deferrals: BC Hydro offers payment deferrals for customers who 

cannot pay their balance by the due date;237 

• Extended Payment Deferrals and Instalment Plans for Customers 

Receiving MSDSI Direct Employment Assistance: BC Hydro and MSDSI 

work together with respect to payment plans, suspension of late payment 

charges, and deferral of arrears for customers on employment 

assistance;238 

                                            
233 Pursuant to the schedule set out in the Commission’s August 29, 2016 letter (Exhibit A-39). 
234 Application, Exhibit B-1, p 8-30/pdf 440. 
235 Application, Exhibit B-1, p 8-31/pdf 441. 
236 Application, Exhibit B-1, p 8-31/pdf 441 see also Mr. Anderson’s Opening Statement, Exhibit B-38, p 
5/pdf 9. 
237 Application, Exhibit B-1, p 8-31/pdf 441. 
238 Application, Exhibit B-1, p 8-32/pdf 442. 
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• Working with MSDSI: avoid security deposits and postpone 

disconnections for customers awaiting MSDSI decisions on applications 

for income support;239 

• Residential low-income DSM Programs: such as Energy Savings Kits, the 

Energy Conservation Assistance Program and others;240 

• The RIB Rate: under the default Residential rate, the majority of BC 

Hydro’s low-income customers are better off as compared to a flat rate;241 

• Changes to its Standard Charges and Security Deposits: such as the 

reduction in the Minimum Reconnection Charge and Returned Payment 

Charge, and, amendments to the amount of the security deposit 

assessed;242  

• Opened in-person customer service desks: BC Hydro has opened an in-

person customer service desk at its Dunsmuir, Edmonds and Vernon 

offices and expects to open one in Prince George in late 2016/early 

2017;243 

• Delay disconnections for demonstrated medical reason: BC Hydro is 

implementing changes that will allow a customer to delay a disconnection 

where they are able to demonstrate a medical reason for requiring 

power;244 

• Establish a low-income advisory group;245 and 

                                            
239 Application, Exhibit B-1, p 8-333 to 8-34/pdf 443-444 see also Mr. Anderson’s Opening Statement, 
Exhibit B-38, p 5/pdf 9. 
240 Application, Exhibit B-1, p 8-32/pdf 442, see also Section 5.6.2, pp 5-74 to 5-75/pdf 270-271. 
241 Application, Exhibit B-1, p 8-32/pdf 442. 
242 Application, Exhibit B-1, p 8-32 to 8-33/pdf 442-443, see also Mr. Anderson Opening Statement, 
Exhibit B-38, p 4/pdf 8. 
243 Mr. Anderson’s Opening Statement, Exhibit B-38, p 5/pdf 9. 
244 Mr. Anderson’s Opening Statement, Exhibit B-38, p 5/pdf 9. 
245 Mr. Anderson’s Opening Statement, Exhibit B-38, p 5/pdf 9. 
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• Post business practices online regarding payment options and other 

identified subject-areas.246 

 In his Opening Statement, Mr. Anderson also reported on BC Hydro’s 179.

implementation of a winter moratorium pilot for the 2016-17 winter.  This 

moratorium will be geographically and temperature-based and BC Hydro will 

submit a report to the Commission identifying the impacts, if any, of the 

moratorium and a proposal for standard business practices in mid-2017.247  This 

moratorium does not require a Commission order so no amendment to its 

Application is required.  

 

                                            
246 Mr. Anderson’s Opening Statement, Exhibit B-38, p 5/pdf 9. 
247 Mr. Anderson’s Opening Statement, Exhibit B-38, p 6/pdf 10. 
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PART IV:  THE COMMISSION HAS NO JURISDICTION TO APPROVE LOW-INCOME 
RATES PER SE 

 In this part of its Final Argument BC Hydro explains why the Commission does 180.

not have the jurisdiction to determine and set248 preferential rates, terms or 

conditions for BC Hydro's low-income residential customers per se;  that is, in the 

absence of an independent cost-of-service justification.  BC Hydro refers to such 

jurisdiction as "Basic LI Jurisdiction", to distinguish it from the Commission's 

jurisdiction to establish preferential rates, terms or conditions of service for low-

income customers on an independent cost-of-service basis.   

 In this context a cost-of-service basis for preferential rates, terms or conditions 181.

for BC Hydro's low-income residential customers includes the following 

arguments BC Hydro expects to be made by the BCOAPO: 

o low-income customers already cost less to serve than non-low-income 

customers;249 and/or  

o low-income customers could be provided with preferential rates, terms or 

conditions that would be “cost-effective” on a go-forward basis.250   

 BC Hydro’s submissions with respect to any cost-of-service arguments the 182.

BCOAPO will make in support of Mr. Colton’s proposed low-income rate 

proposals will be filed on October 11, 2016, pursuant to the schedule set out in 

the Commission’s August 29, 2016 letter.251   

 The submissions that follow focus on the Commission's Basic LI Jurisdiction, 183.

including an analysis of the provisions of the Commission’s rate-setting powers in 

sections 58-61 of the UCA in the context of that statute, and a review of relevant 

case law, without regard for Mr. Colton's specific low-income rate proposals.  In 

other words, the following submissions explain why the Commission may not 

                                            
248 The Commission "determines" and "sets" rates for BC Hydro pursuant to section 58 of the UCA. 
249 Referred to as “cost reflectivity” by Mr. Colton. 
250 Described by Mr. Colton as increasing “efficiency”. 
251 Exhibit A-39. 
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determine and set low-income rates in the absence of an independent cost-of-

service rationale.  

 For convenience, BC Hydro refers in the balance of this part of its Final 184.

Argument to "preferential rates, terms or conditions of service for BC Hydro's 

low-income customers” as “low-income rates", except where context requires 

otherwise.252   

 Because BC Hydro will be referring to the rate-setting provisions of the UCA 185.

throughout this part of its Final Argument, it includes all referenced provisions as 

well as UCA-defined terms in its Book of Authorities at Tab 1.     

Overview of Rate-Setting under the UCA 

 There are three over-arching considerations to be borne in mind when 186.

considering whether the Commission has Basic LI Jurisdiction: 

• the Commission is empowered to do only those things - including setting 

rates - that it is expressly authorized to do by the UCA, or which are 

necessarily implied by the UCA; 

• in considering whether the UCA affords the Commission with Basic LI 

Jurisdiction, “the words of an Act [ie the UCA] are to be read in their entire 

context and in their grammatical and ordinary sense harmoniously with the 

scheme of the Act, the object of the Act, and the intention of 

Parliament”;253 and    

• the "fair, just and not unduly discriminatory"254 rate-making standard as it 

has been considered by the courts over many decades and in a myriad 

formulations and expressions consistently focuses on service 

                                            
252 This is consistent with the UCA, which uses the word "rates" to refer to both quantitative per-unit prices 
for service and qualitative terms and conditions of service.  Note however that the term has a narrower 
meaning in the Application where it refers only to per-unit pricing established on the basis of income.  
253 Ruth Sullivan, Sullivan and Driedger on the Construction of Statutes, 6th ed. (Markham: LexisNexis 
Canada Inc., 2014), p 7, extracts at Tab 2 of BC Hydro’s Book of Authorities (Sullivan). 
254 See Application, Exhibit B-1, p 2-4/ pdf 57. 
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considerations rather than customer considerations except where a 

contrary legislative intent can be specifically determined. 

Explicit vs Implicit Powers 

 The proper starting point for the analysis of the Commission's Basic LI 187.

Jurisdiction is the observation that the Commission is empowered only to do 

those things that:  

• it is expressly empowered to do by the Legislature, or  

• are necessarily implied by those powers it is expressly given by the 

Legislature.   

 The Supreme Court of Canada put it this way in one of the leading cases on the 188.

jurisdiction of utility regulatory tribunals (Stores Block):255 

…in the area of administrative law, tribunals and boards 
obtain their jurisdiction over matters from two sources: (1) 
express grants of jurisdiction under various statutes (explicit 
powers); and (2) the common law, by application of the 
doctrine of jurisdiction by necessary implication (implicit 
powers). 
 

 The rate-setting powers of the Commission are set out in sections 58-61 of the 189.

UCA.  It is apparent on even a superficial review that nothing in those sections or 

indeed in any other provisions of the UCA, expressly empowers the Commission 

to take into account customers' incomes in determining and setting rates for 

those customers.  That is, the words "low-income" or "economic circumstances of 

customers" or similar such expressions simply do not appear in the UCA.  It 

follows that any power to set rates on the basis of income must be necessarily 

implied.256  

                                            
255 ATCO Gas & Pipelines Ltd. v. Alberta (Energy & Utilities Board), 2006 SCC 4 (CanLII), para 38, 
extracts at Tab 3 of BC Hydro’s Book of Authorities (Stores Block). 
256 The principle of necessary implication is discussed at paragraphs 216-219 below. 
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Intention of the Legislature  

 The interpretative approach of reading “the words of an Act… in their entire 190.

context and in their grammatical and ordinary sense harmoniously with the 

scheme of the Act, the object of the Act, and the intention of Parliament” has 

been affirmed by the Supreme Court of Canada.257   

 Even where the meaning seems obvious and clear, it is necessary to consider 191.

legislative intent:  

This court has stated on numerous occasions that the 
grammatical and ordinary sense of a section is not 
determinative and does not constitute the end of the enquiry.  
The court is obliged to consider the total context of the 
provisions to be interpreted no matter how plain the 
disposition may seem upon initial reading.258   
 

 A grammatical and ordinary-sense approach to the Commission's rate-setting 192.

powers in section 58-61 of the UCA makes it quickly apparent that there simply 

are no words regarding customers' financial circumstances or incomes; 

expressions to that effect in the rate-making sections of the UCA are 

conspicuously absent.   

 That takes one to the idea of “legislative intent.”  This refers to the fact that law-193.

makers, when they enact the law, have a purpose they hope to achieve with the 

legislation.259  An interpretation of a statute that gives effect to the intention of the 

law-maker is invariably preferred to one that doesn't, all else being equal.  

 Legislative intent can be inferred using a variety of techniques, including a close 194.

analysis of the words of the enactment themselves, which is the subject of 

paragraphs 210 to 211 below.  However, statements made about a statute in the 

legislature are also relevant to determining legislative intent.  These statements 

                                            
257 Re: Rizzo and Rizzo Shoes Ltd., 1998 CanLII 837 (SCC), para 21, at Tab 4 of BC Hydro’s Book of 
Authorities (Rizzo). 
258 Stores Block, para 48, extracts at Tab 3 of BC Hydro’s Book of Authorities. 
259 Sullivan, p 268, extracts at Tab 2 of BC Hydro’s Book of Authorities. 
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“are admissible and may be considered sufficiently reliable to serve as direct or 

indirect evidence of legislative purpose.”260 

 In each of April 2008,261 March 2014262 and March 2016263 proposed 195.

amendments to the UCA were tabled in the Legislative Assembly of British 

Columbia to provide the Commission with the authority to create a discounted 

low-income rate.  In 2014 and 2016, explanatory notes to the respective bills 

stated:  

This Bill provides that the British Columbia Utilities 
Commission may require a utility to make a discounted 
lifeline rate in order to maintain the affordability of energy for 
eligible low-income households [emphasis added]. 
 

 In each case, the proposed bills were either defeated or did not progress past 196.

first reading.   

 In 2008, the proposed amendment was debated as part of other amendments 197.

that were made to several sections of the UCA related to rate-setting. In 

speaking against the proposal the Honourable Richard Neufeld, then Minister of 

Energy, Mines and Petroleum Resources, commented on improvements to social 

programs for low-income British Columbians, and highlighted the low electricity 

rates in BC compared to other North American jurisdictions.  He concluded by 

stating that,  

That’s basically what I would say to the member’s 
amendment [ie. low-income rate jurisdiction for the 
Commission].  I think we’ve dealt fairly with what has 
typically and always been in place in the province of British 
Columbia.  There’s a residential rate, there’s a commercial 
rate, and there’s an industrial rate.  There are different things 
that happen in different areas, but basically, there are those 
three rates.  That was never changed during the 10 years in 

                                            
260 Sullivan, p 277, extracts at Tab 2 of BC Hydro’s Book of Authorities. 
261 Hansard, 7 April 2008, p 10978, regarding a proposed amendment to Bill 15 (Utilities Commission 
Amendment Act, 2008), extracts at Tab 5 of BC Hydro’s Book of Authorities (Hansard 2008). 
262 Bill M206 -2014 (Hydro Affordability Act, 2014), Tab 6 of BC Hydro’s Book of Authorities (2014 M206). 
263 Bill M206 -2016 (Hydro Affordability Act, 2016), Tab 7 of BC Hydro’s Book of Authorities (2016 M206). 



 

84 

the 1990’s and I don’t think we should venture out changing 
it today, with some of the lowest electricity rates in all of 
North America [emphasis added].264  
 

 Perhaps even more instructive is the specific language used by MLA J. Horgan in 198.

introducing the proposed bill in each of the three instances.  In 2008 he stated:   

[b]y bringing forward this amendment at this time, I think I’m 
giving the Legislature and certainly the minister the 
opportunity to take another step in the right direction for low-
income British Columbians – to set a rate specific for those 
who can least afford the cost of keeping their lights on and 
the cost of heating their homes, if they’re using electricity. 
This is innovative.  It’s cutting edge.  It’s something that in 
my opinion would certainly strengthen the relationship 
between the commission and ordinary people.  These 
regulatory bodies quite often don’t take into consideration 
the hardships that rate increases do have on families and 
ratepayers…265 
 

 In 2014, his introductory remarks stated:  199.

[the proposed amendment] will allow an amendment to the 
B.C. Utilities Commission Act so that the commission has 
the authority to require utilities to set a discounted lifeline 
rate to maintain the affordability of energy for eligible low-
income British Columbians.266   
 

 Finally, in March 2016, he stated:  200.

[w]e believe that the commission should also have the power 
to create a lifeline rate in order to ensure everyday British 
Columbians aren’t left out in the cold.267 
 

 It is significant that the proposed low-income rate amendments to the UCA were 201.

not in any case characterized as confirming or clarifying an existing Commission 

                                            
264 Hansard 2008, p 10980, extracts at Tab 5 of BC Hydro’s Book of Authorities. 
265 Hansard 2008, p 10978, extracts at Tab 5 of BC Hydro’s Book of Authorities. 
266 Hansard, 27 March 2014, p 2487, extracts at Tab 8 of BC Hydro’s Book of Authorities (Hansard 
2014). 
267 Hansard, 9 March 2016, p 11245, extracts at Tab 9 of BC Hydro’s Book of Authorities (Hansard 
2016). 
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jurisdiction. Nor did any of the introductory comments indicate that any of the 

three proposed amendments would oblige the Commission to set low-income 

rates on the basis of jurisdiction it already had.  Instead in all three cases the 

discussion was about legislative amendments to provide the Commission with a 

power the Legislature understood the Commission did not have.   

 The specific wording that would have provided the Commission with the 202.

jurisdiction to determine and set low-income rates was consistent with the 

comments in the Legislature.  In 2016 the proposed wording was as follows:268  

60.1 (1) Notwithstanding any other provision of this Act, the 
Commission may require a utility to make a discounted 
lifeline rate in order to maintain the affordability of energy for 
eligible low-income households.  
(2) If the Commission makes an order under subsection (1), 
it must establish:  
(a) the criteria for households to be eligible for the lifeline 
rate by considering both household income and number of 
persons residing in the household,  
(b) the procedure for households to apply to be eligible for 
the lifeline rate,  
(c) the amount of the lifeline rate, and  
(d) such other rules and directions as the Commission may 
consider appropriate for the administration of the lifeline rate 
program. 
 

 The proposed wording in 2014 was identical, and in 2008 was substantially 203.

identical.  

 In each case the proposed wording would have: 204.

• expressly empowered the Commission to set low-income rates;   

• made clear the intent of the BC Legislature in regard to the Commission's 

low-income rate-setting powers;   

                                            
268 2016 M206, Tab 7 of BC Hydro’s Book of Authorities.  
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• expressly acknowledged that the power to set low-income rates might be 

in conflict with other provisions of the UCA by starting with a contrasting 

phrase:  "Notwithstanding any other provision of this Act…"; and  

• narrowly limited the Commission's ability to consider the economic 

circumstances of its customers to household (residential) customers who 

are low-income only, rather than broader alternatives that would have 

been open to the Legislature (for example, the economic circumstances of 

customers generally, or to advance policy objectives beyond the 

amelioration of poverty).   

Fair, Just and Not Unduly Discriminatory Standard 

 As expressed earlier, BC Hydro has summarized the UCA rate-setting standard 205.

as "fair, just and not unduly discriminatory".  That expression captures the 

essential elements of the UCA's rate-making provisions, as informed by a long 

history of judicial decisions on the meaning of "undue discrimination", "'subsidy", 

"just and reasonable", and related terms, as well the concept that not all factors a 

regulator may be asked to bring to bear in a rate-setting context are lawfully 

brought to bear.   

 One of the first (and possibly the first) rate-setting case to be considered by the 206.

Supreme Court of Canada goes to the heart of these expressions.  In Attorney 

General (Canada) v Toronto (City)269 the City of Toronto offered discounts to 

water customers who paid their bills within a certain time - unless the customer 

was exempt from city taxes, in which case no discount was offered.  The federal 

government had the benefit of such an exemption in regard to certain premises it 

occupied in Toronto and at which it received water service from Toronto.  In 

consequence the federal government was not permitted the rate discount 

Toronto offered to taxable customers, and ultimately it sued for recovery of the 

                                            
269 1893 CanLII 22, Tab 10 of BC Hydro’s Book of Authorities (AG v Toronto). 
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foregone discounts.  In a concurring decision ultimately allowing the lawsuit, 

Gwynne J. said the following:270 

The only questions therefore which appear to exist in the 
present case, are: 1st. As to the water rate charged for water 
actually supplied and consumed upon the premises to which 
it is supplied, can the corporation [of Toronto] in any manner, 
directly or indirectly, impose upon one consumer of water 
whom they are under statutory obligation to supply with 
water, a greater rate or rent for the water supplied than 
under like circumstances, that is to say as to water supplied 
for consumption, they impose upon other consumers? and 
2nd. Does a by-law which entitles one consumer to a 
reduction of the amount of the rate or rent due by him for 
water supplied to him by payment in advance of a reduced 
rate, and which denies to another the like reduction of the 
amount of rate or rent due by him for water supplied to him, 
constitute such inequality in the rate or rent charged for the 
water supplied as makes this distinction so made between 
the consumers of water illegal?  

*** 
Now by this power [to set water rates] so conferred upon the 
corporation [of Toronto] the legislature must, I think, be 
understood to have intended and enacted that the rate or 
rent charged to consumers of water for the water supplied to 
and consumed by them must be an equal rate charged to all 
consumers upon the like principle and just as the rate 
imposed upon assessable property must be an equal rate 
imposed upon all liable to assessment and in my opinion the 
corporation has no power to impose a greater rate or charge 
for water supplied to a consumer who is not liable for or 
subject to the assessable rate upon real property than under 
like circumstances they do impose upon consumers of water 
who are subjected to such assessable rate…   for that is 
what the by-law under consideration does, constitutes an 
inequality in the rate charged for water supplied which is not 
authorized by the statute. 
 

 The situation in AG v Toronto has very close parallels to the question of the 207.

Commission's jurisdiction to set low-income rates.  In both cases the rate-setting 

                                            
270 Starting in the middle of top paragraph of p 9 of AG v. Toronto, Tab 10 of BC Hydro’s Book of 
Authorities. 
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body was responding to (or is asked to respond to) favourable (unfavourable) 

financial circumstances of customer segments by impairing (ameliorating) those 

circumstances.  In the case of AG v Toronto the city withheld a rate discount from 

the federal government on the basis that it had a favourable financial 

circumstance (tax exemption), while in this proceeding the Commission is asked 

to provide preferences to customers who have an unfavourable financial 

circumstances (low-income).  Both situations exemplify rate-making that is 

neither fair, nor just, but instead unduly discriminatory 

 A more recent case that illustrates the fair, just and not unduly discriminatory 208.

standard is a 1958 decision of the British Columbia Court of Appeal, Prince 

George Gas Co. v Inland Natural Gas Co.271  In that case the BC Public Utilities 

Commission272 granted a CPCN273 to Prince George Gas Co. Ltd. (Prince 
George) on condition that it purchase natural gas from Inland Natural gas Co. 

Ltd (Inland) at a price that was intended to offset Inland’s cost of serving other 

Inland customers.  The Court held the condition to be unlawful; it also had the 

following to say about the Commission's rate-setting powers:  

A requirement that one group of consumers contribute to the 
overall costs of a public utility system serving them [both] 
and others does not, per se, constitute a subsidy; that 
depends upon the circumstances.  In so far as those costs 
fairly constitute part of the cost of providing service to the 
consumers they may be a proper element in the rates those 
consumers are called upon to pay; the fact that such 
contribution to those costs may reduce the rates of other 
consumers does not make it a subsidy.  However, in that 
case the benefit to the other consumers is not the specific 
purpose of the contribution, but the incidental result flowing 
from a proper rate based upon the cost of service.  
On the other hand that contribution to the overall costs 
becomes a subsidy if its specific purpose it to benefit other 
consumers without regard to the extent those costs properly 
enter into the cost of serving the contributing consumers.274   

                                            
271 1958 CarswellBC 37, Tab 11 of BC Hydro’s Book of Authorities (Prince George). 
272 Predecessor to the Commission. 
273 Certificate of public convenience and necessity.   
274 Prince George, paras 106-107, Tab 11 of BC Hydro’s Book of Authorities. 
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*** 
A rate which is set without regard to what is a fair and 
reasonable charge for the services rendered by a public 
utility, for the express purpose of compelling some 
consumers to subsidize others, is, in my opinion, 
inconsistent with the statutory provisions governing rates…   
One of the cardinal principles governing rates from the 
standpoint of the customer is set out in section 16(b), which 
directs the commission, inter alia, to have due regard to the 
protection of the public from rates  

that are excessive as being more than a fair and 
reasonable charge for services of the nature and 
quality furnished by the public utility275 

 

 The underlined words in the quote above still appear in the UCA today (s. 59(5)) 209.

and remain at the heart of the Commission’s rate-setting powers.  It follows that a 

proposed rate in 2016 that is divorced from the "nature and quality" of the service 

it is in relation to - including cost of service - is as inconsistent with the statutory 

provisions governing rate-making today as the Prince George-Inland rate was in 

1958.  In the absence of express language authorizing the Commission to set 

rates based on ability to pay, BC Hydro submits that low-income rates without a 

cost-of-service basis and not otherwise justified in regard to the nature and 

quality of the service to which they relate are inconsistent with the "fair, just and 

not unduly discriminatory" standard.   

Analysis of UCA Rate-Making Provisions 

 In its final argument in the 2008 RIB Rate proceeding, BC Hydro undertook a 210.

comprehensive analysis of sections 58-61 of the UCA and specifically addressed 

the sections that give the Commission its rate-setting powers.  For the 

convenience of the Commission, BC Hydro reproduces that aspect of its 2008 

argument, in part, below.  Underlined text reflects changes to the UCA since 

2008 or additional words added for clarity. 

                                            
275 Prince George, paras 117-118, Tab 11 of BC Hydro’s Book of Authorities. 
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Of sections 58 through 61, subsections 58(1)-(2) can be 
eliminated as a source of authority to create lifeline [low-
income] rates, as these provisions deal with the process by 
which the Commission is engaged to determine rates (on 
its own motion, or on a complaint, "after a hearing") and 
what it must do once it determines the rates (by order, set 
them).   
 
Subsections 58(2.1)-(2.4) create a new requirement for the 
Commission to set rates for BC Hydro according to 
prescribed requirements, factors and guidelines, if any.  At 
present there are no such prescriptions.  Subsections 
58(2.1)-58(2.4) are now either spent or repealed. 
 
Subsection 58(3) specifies a requirement on affected public 
utilities to comply with valid Commission rate orders. Thus, 
nothing in section 58 provides the Commission with the 
power to make lifeline rates. 
 
Section 58.1 places constraints on the Commission's rate-
setting for BC Hydro, as described below in section 5.2 ie 
with regard to setting rates to change revenue-cost ratios. 
Nothing in section 58.1 gives the BCUC the power to create 
lifeline rates. 
 
Subsections 59(1)-(2) place constraints on public utilities, 
saying what a public utility must not do with respect to a rate. 
Although sections 59(1)-(2) speak to the utility, they also 
inform the Commission's decision-making in setting rates. It 
would make no sense if the Commission was allowed a 
broader ambit for determining just and reasonable rates than 
those that could be charged by a public utility. 
 
Subsection 59(3) allows the Commission to declare, by 
regulation, the circumstances and conditions that are 
substantially similar for the purpose of paragraph (2)(b). 
However, no such regulation currently exists. 
 
As noted, subsections 60(2)-(3) allow the Commission to 
take distinct or special areas into account in rate-setting. 
Subsection 60(4) relates to the appraised value of public 
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utilities' property, and the manner of accounting for the value 
of a municipal franchise, and is not a source of authority to 
create lifeline rates. 
 
Subsections 61 (1)-(3) place requirements on public utilities 
to file rate schedules with the Commission, to receive the 
Commission's consent before rescinding or amending a 
schedule, and to charge only those rates that are in 
accordance with the filed schedules. Subsections 61(4)-(6) 
provide for a particular type of process for changing the rates 
of a public utility because of changes in costs over which the 
utility has no control. None of these provisions create the 
authority in the Commission to establish lifeline rates. 
 
Thus, by a process of elimination, BC Hydro submits that if 
the Commission has the jurisdiction to set lifeline rates, it is 
to be found in subsections 60(1) and 59(4) and (5) of the 
UCA, as specifically informed by sections 59(1) and (2), the 
scheme of the Act, and in light of the intention of the 
legislature. 
 
In BC Hydro's submission these provisions point to rate-
setting criteria that are founded on the characteristics of the 
service provided, and that are primarily economic in nature. 
That is, where the open-ended words such as "fair", "just", 
"discriminatory" and the like are used, they are given 
economic, service-based meaning by those provisions that 
are not open-ended: 
 

• 59(l )(a): ". . . for a service . . ."; 

• 59(2)(a): ". . . as to rate or service . . ."; 

• 59(2)(b): "... under substantially similar circumstances 
and conditions for service of the same description."; 

• 59(4)(b): ". . . in respect of a rate or service . . ."; 

• 59(5)(a): "... for service of the nature and quality 
provided by the utility . . ."; 

• 59(5)(b): "... for the service provided by the utility, or a 
fair and reasonable return on the appraised value of 
its property ..."; 

• 60(l)(b)(ii): "... a fair and reasonable return on any 
expenditure. . ."; and 
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• 60(l)(b)(iii): "...to increase efficiency, reduce costs and 
enhance performance ".  

 
The ordinary, grammatical sense of subsections 59(1), 
59(2), 59(4), 59(5) and 60(1) requires the rates established 
by the Commission to relate to the characteristics of the 
service in respect of which they are charged, and the 
essential service characteristic that comes through in these 
provisions is economic cost. This is consistent with the 
purpose of public utility regulation being a surrogate for 
competition, to serve the public interest, where public utility 
services are provided under monopoly conditions, and where 
the regulator's fundamental task is to balance the economic 
interests of the utility and its ratepayers. 
 

 Except for the inconsequential changes noted in the underlined text above, the 211.

rate-setting provisions of the UCA remain unchanged since 2008.  It follows that 

the analysis of those provisions and the main conclusion to be drawn from them 

– that the characteristics of the service rather than the customer are the relevant 

rate-setting factors – remains as true today as it was in 2008.   

 An additional rule of statutory interpretation that is relevant to the determination 212.

of legislative intent is the “implied exclusion” maxim which, means “to express 

one thing is to exclude another.”276  This rule suggests that if the legislature had 

meant to include a particular thing within the ambit of its legislation, it would have 

referred to that thing expressly.  Conversely, and because of this expectation, the 

legislature’s failure to mention something is grounds for inferring that it was 

deliberately excluded.277  This means that although there is no express 

exclusion, exclusion can be reasonably and justifiably implied.   

 Since the UCA contains no express provisions allowing the Commission to set a 213.

discounted rate for low-income customers and indeed focuses its attention on 

characteristics of service, notably cost-of-service, rather than customer 

                                            
276 Sullivan, p 248, extracts at Tab 2 of BC Hydro’s Book of Authorities. 
277 Sullivan, pp 248-249, extracts at Tab 2 of BC Hydro’s Book of Authorities. 
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characteristics, the implied exclusion maxim supports the proposition that the 

Commission has no Basic LI Jurisdiction.   

 Conversely, exceptions to the implied exclusion of factors unrelated to 214.

characteristics of service are clearly set out in sections 60(2)-(3) of the UCA 

which explicitly mention “distinct” or “special areas” as a consideration in rate-

setting.  These provisions are a clearly expressed exception to the focus in 

sections 58-61 of the UCA on factors relating to the “nature and quality” of 

service.   

 Another example of how an exception to the implied exclusion maxim could have 215.

revealed a legislative intent to empower the Commission to establish low-income 

rates is seen in the proposed language for Basic LI Jurisdiction unsuccessfully 

advanced earlier this year in the Legislature and set out in paragraph 202 above.   

 As discussed, any determination that the Commission has the power to set low-216.

income rates could only be inferred by necessary implication.  This doctrine 

states that every statute is understood, by implication, to contain all provisions as 

may be necessary to effectuate its true object and purpose.278  The leading case 

on the doctrine of necessary implication is Stores Block which states that: 

the powers conferred by an enabling state are construed to 
include not only those expressly granted but also, by 
implication, all powers which are practically necessary for 
the accomplishment of the object intended to be secured by 
the statutory regime created by the legislature…279 

 In the case of the Commission, the BC Court of Appeal has cautioned that the 217.

doctrine is to be applied sparingly:   

The administration of the jurisdiction conferred upon the 
Commission is amply delineated by express terms.  There is 
no need to imply terms for this purpose.280 

                                            
278 Stores Block, para 51, Tab 3 of BC Hydro’s Book of Authorities. 
279 Stores Block, para 51, Tab 3 of BC Hydro’s Book of Authorities. 
280 British Columbia Hydro and Power Authority v British Columbia Utilities Commission 1996, CanLII 
3048, para 51, Tab 12 of BC Hydro’s Book of Authorities (IRP Decision).  In this decision, the Court of 
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 To underscore the point, the BC Court of Appeal went on to say:  218.

Both labor relations tribunals and securities commissions are 
[for example] expressly conferred with policy making powers.  
None such are conferred with the Commission.281 

 In Stores Block, the majority of the Court emphasized that in order to impute 219.

jurisdiction to a regulatory body, “there must be evidence that the exercise of that 

power is a practical necessity for the regulatory body to accomplish the objects 

prescribed by the legislature.”282  The Court listed a number of circumstances in 

which the doctrine of jurisdiction by necessary implication may be applied, 

including, “[when] the Legislature did not address its mind to the issue and 

decide against conferring the power upon the Board.”283  The 2008 rejection of 

the proposed low-income rate amendment and the recent failed proposals to 

amend the UCA to give the Commission low-income rate authority precludes the 

use of the necessary implication doctrine as a source of authority Basic LI 

Jurisdiction.   

 The foregoing submissions focus on the rate-setting provisions of the UCA, but 220.

as observed at paragraphs 186 and 190, the provisions of a statute must be 

interpreted in the context of the entire statute and indeed the entire legislative 

scheme established by the Legislature.  In this regard it is noteworthy that the 

UCA focusses on the economic regulation of public utilities in contrast to social 

welfare legislation which focusses on ameliorating the circumstances of the 

disadvantaged in society.  The UCA is segregated into nine parts, but the bulk of 

its substantive provisions are set out in Part 3 – Regulation of Public 

Utilities.  The provisions of Part 3 of the UCA concern themselves almost entirely 

with the relationship between public utilities and the Commission where at a high 

level “the utility regulations exist to protect the public from monopolistic behaviour 

and the consequent inelasticity of demand while ensuring the continued quality of 

                                                                                                                                             
Appeal set aside a Commission decision directing the manner in which BC Hydro engaged in “integrated 
resource planning”.  
281 IRP Decision, para 52, Tab 12 of BC Hydro’s Book of Authorities.  
282 Stores Block, para 77, Tab 3 of BC Hydro’s Book of Authorities. 
283 Stores Block, para 73, [emphasis added], Tab 3 of BC Hydro’s Book of Authorities.  
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an essential service…”284  In contrast, the Employment and Assistance Act, SBC 

2002, c. 40, which provides the primary basis for income assistance in British 

Columbia, makes its social welfare objectives crystal clear at the outset:  “Subject 

to the regulations, the minister may provide income assistance or a supplement 

to or for a family unit that is eligible for it.”285  When the BC Legislature intends to 

empower a body to establish social welfare programs it uses language that 

speaks plainly to that objective.  There is no such language in the UCA.   

Review of Case Law on Jurisdiction for Low-income Rates: 

 Numerous electric utilities and utility commissions across Canada have grappled 221.

with the issue of setting low-income rates.  The specific determinations made in 

each jurisdiction are a result of careful review of the governing legislation to 

determine whether the power to set rates based on income level is within the 

individual utility tribunal’s jurisdiction.   

 Each of the Nova Scotia Utility and Review Board (NSUARB),286 the New 222.

Brunswick Energy and Utilities Board,287 and the Alberta Energy and Utilities 

Board (AEUB)288 have determined that in the absence of express language 

authorizing the particular utility board to set rates according to customers’ income 

or ability to pay rather than according to the cost of serving those customers, 

low-income rates are unduly preferential and/or unjustly discriminatory.   

Nova Scotia  

 Perhaps most applicable to this discussion is the line of cases coming out of 223.

Nova Scotia.  In NS Power the NSUARB considered whether it had jurisdiction 

under its enabling legislation to approve a rate assistance program for low-

                                            
284 Stores Block, para 3, Tab 3 of BC Hydro’s Book of Authorities. 
285 Section 4 – extract at Tab 13 of BC Hydro’s Book of Authorities. 
286 Re: Nova Scotia Power Inc., 2005 NSUARB 27 (CanLII), at para 246-256 and 334, extracts at Tab 14 
of BC Hydro’s Book of Authorities (NS Power). 
287 Re: New Brunswick Power Distribution and Customer Service Corporation’s Customer Care Policies, 
29 January 2007, pp 12-13, Tab 15 of BC Hydro’s Book of Authorities. 
288 Decision 2004-066 Re: ENMAX Power Corporation 2004 Distribution Tariff Application, 13 August 
2004, section 9.2.6, pp 159-161, extracts at Tab 16 of BC Hydro’s Book of Authorities.  The AEUB is the 
predecessor to the current Alberta Utilities Commission. 
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income customers of electric power advocated for by the Dalhousie Legal Aid 

Service.  The NSUARB determined that its enabling legislation did not allow the 

Board to reduce power rates based on the income level of a customer.  In its 

2005 decision it referred to its own earlier decision on the point:  

…[c]hanges to rate structures to provide subsidized rates to 
such persons would be discriminatory and thus contrary to 
the basic thrust of regulation, which is to ensure customers 
pay rates that are justified by the cost of serving them.  The 
government might be interested in such a study from the 
social assistance viewpoint, but it is not within the regulatory 
mandate…289 

 Later in the same decision the NSUARB said:  224.

…the Board finds that it does not have the statutory authority 
to approve a RAP (Rate Assistance Program).  The Board 
has the authority given to it by the Legislature to perform its 
duties in accordance with the provisions of the Act.  The 
Board’s role is to make decision, based on fact and law, 
within the parameters of the statutory authority it has been 
given by the Legislature.  The Board’s duty is to follow public 
policy decisions made by the Legislature and expressed in 
statutes.  The Board does not have jurisdiction to establish 
public policy.  That is the role of elected officials who are 
accountable to the public for this function.  It seems almost 
certain that the RAP, as described by Mr. Colton, would 
result in the electricity bills of certain customers, depending 
on their income, being subsidized by other customers.  In the 
Board’s view, this is a social and public policy question 
which falls within the purview of the Legislature rather than 
the Board.290 

 
 As noted above the British Columbia Court of Appeal has previously confirmed 225.

that the Commission has not been granted a policy-making role by the 

Legislature.291 

                                            
289 NS Power, para 249 Tab 14 of BC Hydro Book of Authorities. 
290 NS Power, para 256, Tab 14 of BC Hydro Book of Authorities. 
291 IRP Decision, para 52, Tab 12 of BC Hydro’s Book of Authorities. 
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 Indeed, the Commission itself has expressed the view that in a rate-setting 226.

context “decisions about income distribution are best left to elected 

representatives”.292 

 An appeal by Dalhousie Legal Aid to the Nova Scotia Court of Appeal from this 227.

decision of the NSUARB was subsequently dismissed.293 In its reasons, the 

Court made a number of relevant determinations based on its interpretation of 

Nova Scotia’s Public Utilities Act (NSPUA), specifically, subsections 44 and 67(1) 

of the NSPUA which read as follows:  

Orders by Board respecting rates and charges of utility 
44 The Board may make from time to time such orders as it 
deems just in respect to the tolls, rates and charges to be 
paid to any public utility for services rendered or facilities 
provided, and amend or rescind such orders or make new 
orders in substitution therefor.  
 

Equal rates and charges for similar services 
67 (1) All tolls, rates and charges shall always, under 
substantially similar circumstances and conditions in respect 
of service of the same description, be charged equally to all 
persons and at the same rate, and the Board may by 
regulation declare what shall constitute substantially similar 
circumstances and conditions. 
 

 Dalhousie Legal Aid argued that section 44 gave the Board authority to consider 228.

whether a rate assistance program for low-income customers was just and 

further, that low-income customers do not have “substantially similar 

circumstances” to higher income customers.294  The Court did not agree and 

stated:  

With respect, the factum’s submission misinterprets s. 67(1).  
The provision refers to “substantially similar circumstances 

                                            
292 BC Gas Utility Ltd. Phase B Rate Design Decision, 25 October 1993, p 24, extracts at Tab 17 of BC 
Hydro’s Book of Authorities. 
293 Dalhousie Legal Aid Service v. Nova Scotia Power Inc., (2006), 268 DLR (4th) 408, Tab 18 of BC 
Hydro’s Book of Authorities (Dalhousie). 
294 Dalhousie, para 23, Tab 18 of BC Hydro’s Book of Authorities.  
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and conditions in respect of service of the same description.  
To justify a rate difference, the relevant dissimilarity is not in 
customers’ incomes.  It is in the service from NSP (Nova 
Scotia Power).  The Board accepted, and there is no basis to 
question, that NSP provides substantially similar electrical 
service whatever the domestic customer’s income. 
Section 67(1) is mandatory.  The rates and charges "shall 
always be charged equally" to persons of similar 
circumstances and conditions in respect of service.  The 
statute does not endow the Board with discretion to consider 
the social justice of reduced rates for low-income customers. 
It is not for the Board or this court to read into s.67(1) the 
words: 

... similar circumstances and conditions in respect of 
the income level of customers and service of the 
same description, 
 

It is for the Legislature to decide whether to expand the 
Board's purview with the italicized words.295 

 
 The Court further clarified that “[t]he Board’s regulatory power is a proxy for 229.

competition, not an instrument of social policy”296 and concluded by saying:  

Section 67(1) is not ambiguous: “rates…shall always…be 
charged equally to all persons and at the same rate” in 
substantially similar “circumstances and conditions in 
respect of service of the same description”.  The Board 
cannot reduce the rate to a low-income customer who 
receives the same service as a high income customer.  
There is no latitude for the interpretive presumption.297 
 

 An application for Leave to Appeal this decision to the Supreme Court of Canada 230.

was dismissed.298   

 There are a number of important parallels between the NSPUA and the UCA.  231.

Both statues have the purpose of regulating the interface between public utilities 

and their ratepayers in a manner that serves the public interest.  In both statues, 
                                            
295 Dalhousie, paras 24-25, Tab 18 of BC Hydro’s Book of Authorities. 
296 Dalhousie, para 33, Tab 18 of BC Hydro’s Book of Authorities.  
297 Dalhousie, para 39, Tab 18 of BC Hydro’s Book of Authorities. 
298 Dalhousie Legal Aid Service v. Nova Scotia Power Inc. 364 N.R. 391. 
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rate-setting is one of the core functions of the regulator, and acts “as a proxy for 

competition”.  

 While both regulators are given significant discretion in carrying out the rate-232.

setting function that discretion is not unbounded.  In Nova Scotia, the rates must 

be charged equally to all persons in regard to substantially similar service.  The 

rate-making discretion of the Commission is similarly informed by the constraints 

listed in subsection 59(2) of the UCA which is worded identically: “substantially 

similar circumstances and conditions for service of the same description”.  Where 

the NSPUA mandates equal charges and rates for persons of similar 

circumstances and conditions in respect of service, subsection 59(2) of the UCA 

points to this same notion of equality, in that rules, facilities, agreements and 

privileges, if they are extended, must be extended regularly and uniformly to all 

persons under substantially similar circumstances and conditions for service of 

the same description.   

 The reasoning of the Nova Scotia Court of Appeal is therefore applicable in the 233.

present context.  It is beyond the jurisdiction of the Commission to order a low-

income rate per se: purposeful subsidization of electricity rates is a social and 

policy question which falls within the purview of the Legislature and not of the 

Commission.   

Ontario 

 In Ontario in the case of Advocacy Centre for Tenants-Ontario v Ontario (Energy 234.

Board),299 the Court of Appeal found that the Ontario Energy Board Act, 1998 

(OEB Act) gave the Ontario Energy Board (OEB) the jurisdiction to establish a 

rate affordability assistance program for low-income customers purchasing 

natural gas from a regulated distribution utility.   

                                            
299 [2008], OJ 1970, Tab 19 of BC Hydro’s Book of Authorities (ACTO/OEB).   
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 The Ontario Court of Appeal had before it the Dalhousie decision, and expressly 235.

distinguished it on the basis of a single provision in the Ontario statute that did 

not appear in the Nova Scotia statute:300 

Power of Board 
36(3) In approving or fixing just and reasonable rates [of gas 
distribution utilities], the Board may adopt any method or 
technique that it considers appropriate [emphasis added]. 

 

 Importantly, the majority’s conclusion in ACTO/OEB was that the Legislature had 236.

deliberately and recently changed OEB’s jurisdiction to use any method or 

technique to set natural gas rates for the identified legislative purpose of giving 

the OEB as open-ended a rate-setting authority with respect to natural gas rates 

as Ontario Hydro had with respect to electricity rates.301  In other words, the 

Ontario Court of Appeal referred to the history of the OEB Act and the 

circumstances in which section 36(3) was brought into law as a means to infer 

legislative intent.  Most importantly, this meant that the “method or technique” 

could include something other than the traditional cost-of-service or other 

characteristics of the service.  

 Despite the Ontario Court of Appeal’s 2008 decision regarding the OEB’s 237.

jurisdiction to implement a rate affordability program, the OEB recently advised 

the Province that it required further amendments to its legislative regime in order 

to implement a more comprehensive rate relief program for low-income 

customers.302  The Province of Ontario responded in due course and section 

79.2 of the OEB Act now states, in part:303 

79.2(1) The Board may, in approving just and reasonable 
rates for a [electricity] distributor, make provision for rate 

                                            
300 ACTO/OEB, paras 21-24, 41, 53-55, Tab 19 of BC Hydro Book of Authorities. 
301 ACTO/OEB, para 22, Tab 19 of BC Hydro Book of Authorities.  
302 Application, Exhibit B-1, p 5-59/pdf 255. 
303 Bill 91: An Act to Implement Budget Measures and to Enact and Amend Various Acts. Royal Assent, 
June 4, 2015, 41st Legislature, 1st Session, 2015, extract Tab 20 of BC Hydro Book of Authorities. 
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assistance to rate-assisted customers having regard to their 
economic circumstances. 
(2) Where the Board makes provision for rate assistance in 
accordance with subsection (1), the rates set and the related 
activities undertaken by the Board may be referred to as the 
“Ontario Electricity Support Program” in English and 
“Programme ontarien d’aide relative aux frais d’électricité” in 
French. 
… 
99.2(4) The Board may, by order or by establishing or 
amending a code, identify one or more classes of consumers 
as rate-assisted customers. 

 
Aside:  Section 60(1)(b.1) 

 In BC there have been no comparable changes to the rate setting provisions of 238.

the UCA since its inception in 1980 that the BC Legislature enacted to expand 

the Commission’s power in regard to low-income rates as was the case in 

Ontario.  The only words in the UCA that could plausibly be construed in such a 

manner are in subsection 60(1)(b.1):   

60 (1)  In setting a rate under this Act 
(b.1) the commission may use any mechanism, formula or 
other method of setting the rate that it considers advisable, 
and may order that the rate derived from such a 
mechanism, formula or other method is to remain in effect 
for a specified period, and 
 

 A few textual observations may be made about this provision in the context of the 239.

Basic LI Jurisdiction issue before the Commission:   

1. unlike the proposed 2008, 2014 and 2016 amendments to the UCA, these 
words: 

• do not express a clear legislative intent regarding Basic LI 
Jurisdiction;   

• are not narrowly limited to low-income issues but rather, if 
accepted as the basis for Basic LI Jurisdiction, allow broadly 
for any number of rate-setting schemes intended to advance 
a myriad public policy objectives; 
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2. unlike the Manitoba legislation, which is more fully described in 
paragraphs 249-250 below, or the proposed 2008, 2014 and 2016 
amendments to the UCA,  these words do not expressly trump the 
conventional rate-making jurisdiction of the Commission; 

3. unlike the Ontario legislation, these words are not squarely included within 
the statutory standard, but stand beside it. 

 For these reasons alone the Commission can and should find that subsection 240.

60(1)(b.1) of the UCA does not evidence a legislative intent to empower the 

Commission to set low-income rates.  However, there is an additional and 

determinative reason to make that finding, namely that the actual legislative 

intent is readily apparent from the Legislative debates regarding this provision 

and other amendments that were made to the UCA at the time. 

 Subsection 60(1)(b.1) of the UCA was added to the UCA in 2003 through the 241.

coming into force of the Utilities Commission Amendment Act, 2003, SBC 2003, 

c. 46, s. 7 (2003 UCA).304   

 Here is what the relevant provision of the UCA said immediately prior to the 242.

enactment of the UCA 2003:   

Setting of rates 
60 (1) In setting a rate under this Act or the regulations 

(a) the commission must consider all matters that it 
considers proper and relevant affecting the rate, 

(b) the commission must have due regard, among 
other things, to the setting of a rate that is not 
unjust or unreasonable, within the meaning of 
section 59, and 

 Here are the relevant provisions of the UCA immediately after the enactment of 243.

the UCA 2003.  The substantive amendments – the addition of subsections 

60(1)(b)(ii), 60(1)(b)(iii), and 60(1)(b.1) – are shown underlined. 

                                            
304 2003 UCA, Tab 21 of BC Hydro’s Book of Authorities. 
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Setting of rates 

60. (1) In setting a rate under this Act or the   
  regulations 

(a) the commission must consider all matters that 
it considers proper and relevant affecting the 
rate, 

(b) the commission must have due regard to the 
setting of a rate that 
(i). is not unjust or unreasonable within the 

meaning of section 59, 
(ii). provides to the public utility for which the 

rate is set a fair and reasonable return on 
any expenditure made by it to reduce 
energy demands, and 

(iii). encourages public utilities to increase 
efficiency, reduce costs and enhance 
performance, 

(b.1) the commission may use any mechanism, 
formula or other method of setting the rate that 
it considers advisable, and may order that the 
rate derived from such a mechanism, formula 
or other method is to remain in effect for a 
specified period, and 

 

 The 2003 UCA was moved for second reading on May 12, 2003 by the 244.

Honourable Richard Neufeld, the minister responsible at the time for the UCA.  

Here are his words describing the purpose of the enactment:305   

The Utilities Commission Act is being amended as part of 
the implementation of the [2002] energy plan. Our goal is to 
modernize a regulatory framework, streamline regulations as 
well as introduce a framework for the commission to provide 
protection and choice for gas customers. 

Amendments introduced in this bill recognize a need to 
modernize the B.C. Utilities Commission. As British 
Columbia's energy industries grow and change, there is a 

                                            
305 Hansard, 12 May 2003, pp 6702-6703, extracts at Tab 22 of BC Hydro’s Book of Authorities (Hansard 
2003). 
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need for the regulator to be able to exercise greater flexibility 
and responsiveness to act in the public interest.  

Bill 40 takes a number of steps to give the B.C. Utilities 
Commission the tools it needs to efficiently regulate 
monopolized provincial activity. The bill modernizes the 
regulator by allowing the B.C. Utilities Commission chair the 
flexibility to assign one of the commissioners to act as a 
panel chair for any specified purpose and to organize the 
commission into divisions. The ability to assign a 
commissioner the responsibility to chair a panel allows the 
commission flexibility and efficiency. The provision allows 
the Utilities Commission to conduct simultaneous hearings 
and to assign a commissioner that has specific knowledge of 
a subject to chair a hearing.  

To enhance the effectiveness of the Utilities Commission, all 
public utilities will be required to file resource plans. 
Resource plans give the commission the ability to review a 
utilities resource acquisition in advance of capital 
expenditures. The intent of the resource-planning 
requirement is to protect ratepayers from poor utility 
expenditure decisions, to ensure that utilities have adequate 
supply to meet demand, and to protect utilities and its 
shareholders from costs that may have otherwise been 
disallowed. 

A new section of the bill clarifies that the commission may 
use alternative dispute resolution methods to resolve 
regulatory issues. The bill also allows the commission to use 
written hearings in place of oral hearings in certain 
circumstances. 

Bill 40 eliminates a bias against utility energy conservation 
investments and encourages performance-based regulation 
[emphasis added]. 

Many streamlined administrative measures are incorporated 
into this bill. We are eliminating a redundant requirement for 
energy removal certificates. This requirement is out of date. 
The National Energy Board requires export permits. 

As well, fully functioning markets are in place today, and 
market discovery information is readily available. The 
requirement for an electricity transmission contract is being 
removed since these are already required as a scheduled 
service. 
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Bill 40 clarifies that one annual report, based on a fiscal 
year, will be required rather than two reports that are now 
required. 

We are also shifting the responsibility for declaring and 
dealing with common carriers, common purchasers and 
common processors from the Oil and Gas Commission to 
the Utilities Commission. This allows the Utilities 
Commission to declare a common carrier and to set the 
conditions of access to the common carrier facility. 

Finally, I would like to highlight amendments to the act 
regarding the action we've taken to provide customer choice 
for gas customers. A new section establishes commission 
jurisdiction over gas marketing activities, including consumer 
protection measures to serve low-volume customers. Natural 
gas marketers will be licensed and bonded. 

Bill 40 is a positive step forward in implementing the 
province's new energy plan which will deliver low electricity 
prices, a secure and reliable supply of energy, more private 
sector opportunities and environmental responsibility. We 
should be and we are looking to the private sector for much-
needed energy development to provide secure, reliable 
sources of supply at competitive prices. 

These amendments will attract investment in B.C. energy 
development while protecting the public interest. I believe 
the amendments will go a long way in ensuring efficient and 
effective regulation of B.C. utilities. Passage of this bill meets 
the needs of British Columbians. It is designed to help 
secure a low-cost, environmentally friendly and sustainable 
energy advantage that British Columbia can build upon to 
help revitalize the economy and to create jobs. 
 

 The Minister’s second reading comments refer to each provision of the UCA 245.

2003 and provide a summary explanation.  It is apparent that none of them relate 

to establishing a low-income rate jurisdiction in the Commission.  Further, the 

over-arching purpose of the 2003 UCA was said to be the implementation of the 
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2002 Energy Plan, and that expression of government policy says nothing about 

the establishment of low-income rate jurisdiction in the Commission.306 

 The minister’s comments above describe the legislative objective of new 246.

60(1)(b)(ii), 60(1)(b)(iii), and 60(1)(b.1) when he refers to the elimination of “bias 

against energy conservation” (60(1)(b)(ii) and 60(1)(b)(iii)) and “encourages 

performance-based regulation” (60(1)(b)(iii), and 60(1)(b.1)), consistent with the 

2002 Energy Plan.307  It is self-evident that those objectives are not in regard to 

the Commission’s low-income rate jurisdiction. 

 Second reading of the UCA 2003 was approved a few days after it was 247.

introduced, and the legislative debate regarding its provisions again do not allude 

to the possibility that any changes to the UCA were in regard to a new UCA 

jurisdiction regarding low-income rates.308   

 In summary, BC Hydro submits that it is not reasonable to infer a legislative 248.

intent for Basic LI Jurisdiction in the Commission out of the words of subsection 

60(1)(b.1) or its legislative history.  In short, section 60(1)(b.1) is not analogous to 

section 36(3) of the Ontario statute.   

Manitoba 

 A recent decision from the Manitoba Public Utilities Board (MPUB) distinguishes 249.

the Dalhousie case in the same manner as it was distinguished in Ontario.309  In 

this Manitoba Hydro rate application, Mr. Colton, on behalf of Green Action 

Centre (GAC), advanced evidence with respect to the implementation of a rate 

affordability program.  Manitoba Hydro argued that such a program would be 

outside of the MPUB’s jurisdiction as being an exercise in setting social policy.  In 

                                            
306 Copy available at: http://www.bcenergyblog.com/uploads/file/2002%20BC%20Energy%20Plan.pdf  
307 See for example pp 23 and 27 of the 2002 Energy Plan, regarding performance-based rate regulation, 
and p 33 of the 2002 Energy Plan regarding the elimination of disincentives to conservation. 
308 Hansard, 26 May 2003, pp 6911-6916, extracts at Tab 23 of BC Hydro’s Book of Authorities (Hansard 
May 26 2003). 
309 MPUB Order 73/15, Final Order with respect to Manitoba Hydro’s 2014/15 and 2015/16 General Rate 
Application, 24 July 2015, Section 4.0, pp 25-30 at Tab 24 of BC Hydro Book of Authorities (Manitoba 
Hydro).  

http://www.bcenergyblog.com/uploads/file/2002%20BC%20Energy%20Plan.pdf
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the ensuing decision, the MPUB concluded that it had the jurisdiction to order 

Manitoba Hydro to initiate a collaborative process to develop a bill affordability 

program based on the broad language found in section 26(4) of the Manitoba 

Crown Corporations Public Review and Accountability Act:  

The Board notes that while Manitoba Hydro is regulated on a 
cost of service basis, section 26(4) of the Crown 
Corporations Public Review and Accountability Act 
specifically authorizes the Board to consider “any compelling 
policy considerations that the Board considers relevant to 
the matter.”  In that respect, the Board’s jurisdiction is 
similarly broad as that of the Ontario Energy Board pursuant 
to The Ontario Energy Board Act, 1998.  Subsection 26(3) of 
the Crown Corporations Public Review and Accountability 
Act further stipulates that The Public Utilities Board Act 
applies with any necessary changes to the Board’s rate-
setting mandate.  As such, rates are not only required to 
meet the requirements of subsection 39(1) of the Manitoba 
Hydro Act but must also be “just and reasonable.”  In the 
Board’s view, affordability is a factor to consider when 
setting just and reasonable rates. [emphasis added]310 

 
 It is plain that the Manitoba Hydro decision can be distinguished from the 250.

situation now before the Commission on the basis of differing legislation.  In 

particular there is no equivalent to subsection 26(4) of the Manitoba Crown 

Corporations Public Review and Accountability Act which authorizes the MPUB 

to consider “any compelling policy consideration that [it] considers relevant” when 

setting rates, and there is no equivalent to subsection 26(3) which ensures that 

policy-driven decision-making can trump what would otherwise be the MPUB’s 

conventional rate-making mandate.   

Conclusion: Jurisdiction to Set a Low-income Rate 

 BC Hydro submits that in order to establish low-income rates in British Columbia 251.

in the absence of a cost-of-service basis, an amendment to the UCA would be 

required.  

                                            
310 Manitoba Hydro, p 29, at Tab 24 of BC Hydro Book of Authorities. 
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 The Commission’s rate-setting powers come explicitly from sections 58-61 of the 252.

UCA.  To justify a rate difference based on customer characteristics such as 

income level, the authority must be found in those sections of the UCA.  In BC 

Hydro’s submission, nothing in the UCA confers on the Commission the power to 

set rates based on income level.  Moreover, the analysis and evidence support 

the proposition that the legislation has not intended the Commission to have that 

power.  

 Further, a utility must supply its service without any unreasonable discrimination 253.

between those similarly situated into classes of customers and the Commission 

must not allow a utility to charge rates that are unduly discriminatory or unduly 

preferential.  Any privilege extended by a utility must be regularly and uniformly 

extended to all persons under substantially similar circumstances and conditions 

for service of the same description.  Any difference in rates must be based on 

factors related to service including most particularly cost-of-service and not to 

personal characteristics.  

 In the absence of express language authorizing the Commission to set rates 254.

according to a customer’s ability to pay – or which otherwise gives the 

Commission a broad social policy role such as in Manitoba or Ontario - low-

income rates would contravene the UCA.  
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PART V:  BC HYDRO’S COMMENTS ON OTHER ISSUES THAT HAVE ARISEN 

Questions Asked by Mr. and Mrs. Noble 

 A number of questions were asked of BC Hydro at the oral hearing on behalf of 255.

Mr. and Mrs. Noble that BC Hydro agreed to address in argument. 

 Question 1 256.

Would BC Hydro be willing to amend the definition of "radio 
off meter" to include a sentence that says it is a smart meter 
adjusted so that the meter's components that transmit and 
receive data by radio are deactivated. And if not, why not? 
So in other words, to include the word -- not only the words 
"transmit" but also "receive data"311. 

 BC Hydro assumes that Mr. and Mrs. Noble seek assurance that Radio-Off 257.

Meters do not receive data through wireless means.  With respect, the definition 

should reflect the allowed functionality of the Radio-off Meter and should not be 

an indirect means to limit their use.  Regardless, and as a matter of fact, Radio-

off Meters do not receive data wirelessly.312  Finally, BC Hydro notes that under 

common dictionary definitions the word "transmit" has a broad meaning that 

encompasses both sending and receiving. 

 Question 2 258.

So would BC Hydro be willing to amend the definition of 
smart meter to include the following phrase: "has 
components that transmit and receive data by radio and 
those components are activated."313 

 BC Hydro's response to this query is the same as it is to question #1 above. 259.

 Question 3 260.

BC Hydro states in response to Noble IR 2.5.1 that the 
electric tariff is not technically in the nature of a contract 
between BC Hydro and its customers, but BC Hydro holds 
customers to the terms and conditions of service contained 

                                            
311 Transcript v 7, p 1191 line 25 to p 1192 line 3. 
312 BC Hydro response to Sharon Noble IR 2.4.2, Exhibit B-23, pdf 838.   
313 Transcript v 7, p 1192, lines 15-18. 
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in the electric tariff as if the tariff is a contract. Ms. Noble also 
understands that in addition to the term "service agreement" 
the electric tariff also uses the term "contract" to describe BC 
Hydro's relationship with its customers.  How does the 
service agreement differ from the contract between BC 
Hydro and its customers?314 

 The references to "service agreement", "contract" and similar expressions in the 261.

Electric Tariff and various tariff supplements have any no bearing on the nature 

of the legal relationship between BC Hydro and its customers.  That relationship 

lacks some of the essential features of contractual relationships recognized at 

law including, for example, consensus ad idem, a mutual intention to enter into a 

legally binding relationship, and so on.  Generally, the terms and conditions of 

service as set by the Commission are better thought of as an enactment or set of 

enactments more akin to regulations or other subordinate legislation issued by 

entities empowered by statute to do so.   

 Question 4 262.

In Ms. Noble's view, the exemption of liability acts to protect 
BC Hydro at the potential expense of the customer. Ms. 
Noble believes that the exemption disincentivizes BC Hydro 
and its employees and agents from acting in a safe, reliable 
and responsible manner, as is required by the tariff and 
encourages irresponsible, unsafe conduct on the part of BC 
Hydro's employees and agents as there is an exemption 
from liability.  So to clarify, does the exemption from liability 
extend to wilful misconduct of BC Hydro employees and 
agents?315 

 As set out in the Electric Tariff and in BC Hydro's response to Sharon Noble IR 263.

2.8.1316 BC Hydro "shall not be responsible or liable for any loss, injury, damage 

or expense… unless the loss, injury, damage or expense is directly resulting from 

the willful misconduct of [BC Hydro]… provided, however, that [BC Hydro is] … 

not responsible for … economic loss even if the loss is directly resulting from the 

willful misconduct of [BC Hydro].   

                                            
314 Transcript v 7, p 1193 lines 10-21. 
315 Transcript v 7, p 1201 line 24 to p 1202 line 11. 
316 Exhibit B-23, pdf 847-848.   
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 Question 5 264.

If BC Hydro's employees are not subject to penalties or 
liability for negligence, how can customers be assured that 
BC Hydro will not cause harm to customers and the public 
while providing electricity service?317 

 This question is fully answered by BC Hydro's response to Sharon Noble IR 265.

2.8.1.318 

 Question 6  266.

So one of the justifications posed by BC Hydro for the 
exemption from liability is that the exemption has been in 
place since 1980. And I believe this is contained in one of 
the IR responses.  How does length of time in the tariff make 
the exemption right or fair?319 

 The observation in BC Hydro's response to Sharon Noble's IR 2.8.1 that the 267.

current limitation of liability provisions in the Electric Tariff have been in place 

since at least 1980 was made to indicate that the provision has been long 

accepted and not controversial despite being subject to complaint processes 

and/or the Commission's authority for about 36 years. 

 Question 7 268.

Is BC Hydro responsible for damage sustained by customers 
that result from power surges caused by BC Hydro?320 

 As noted above BC Hydro is generally exempt from lability for losses arising 269.

from, among other things, "defect in the supply of Electricity", except where 

caused by “wilful misconduct", in which case BC Hydro is still exempt from 

liability for economic losses.  Accordingly BC Hydro expects that in most if not all 

cases it would not be liable for losses caused by a power surge. 

 

                                            
317 Transcript v 7, p 1202 line 23 to p 1203 line 1. 
318 Exhibit B-23, pdf 847-848.   
319 Transcript v 7, p 1203 lines 18-23. 
320 Transcript v 7, p 1204 lines 7-9. 
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PART VI:  CONCLUSION 

 The proposals contained in BC Hydro’s Application are the result of 270.

unprecedented engagement with its customers which allowed BC Hydro to 

adapt its proposals to respond to multiple objectives and interests.   

 It has been 9 years since BC Hydro filed a comprehensive rate design 271.

application and in Module 1 of the 2015 RDA, BC Hydro seeks to update its 

default rate structures and Electric Tariff terms and conditions and lay an 

appropriate foundation for future BC Hydro proposals expected to be addressed 

as part of Module 2.  

 All of BC Hydro's rate proposals are consistent with and satisfy the "fair, just and 272.

not unduly discriminatory" test and are supported by traditional Bonbright 

Criteria.  In particular, BC Hydro's Residential and Transmission Service 

proposals largely maintain the status quo - the evidence demonstrates that they 

are well understood, achieving their goals, and are supported by customers.  On 

the other hand, BC Hydro has proposed elimination of the MGS and LGS 

conservation rates because the evidence shows that unlike the RIB rate, they 

are not well understood, are not achieving their stated goals and are not 

supported by customers.  As such, BC Hydro has proposed moving to flat rates 

that aim to resolve the problems associated with those rate structures.   

 BC Hydro has also proposed changes to the Electric Tariff to clarify and clean-273.

up language and update its terms and conditions and standard charges to better 

reflect current conditions.   
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APPENDIX A: 
SUMMARY OF 2015 RDA PROPOSALS ALREADY APPROVED 

Cost of Service Study and Rate Class Segmentation - Negotiated Settlement 
Agreement 

 By Commission Order No. G-12-16 dated February 1, 2016, the Commission 1.

established a regulatory timetable, including a Negotiated Settlement Process 

(NSP), for the review of BC Hydro’s 2015 RDA. The Commission ordered that an 

NSP be used to address issues related to BC Hydro’s F2016 COSS and Rate 

Class Segmentation, including, BC Hydro’s proposal to split the Street Lighting 

Class into two classes: (1) customer-owned Street Lighting, and, (2) BC Hydro-

owned Street Lighting.   

 The NSP took place on March 7th and 8th, 2016 and all participants of the NSP 2.

submitted letters of support for the Negotiated Settlement Agreement (NSA). 

 By Commission Order No. G-47-16 dated April 11, 2016, the Commission 3.

approved the F2016 COSS and Rate Class Segmentation NSA.   

 With respect to customer segmentation, with the exception of the Street Lighting 4.

Class, BC Hydro proposed to keep all customer classes the same but committed 

to looking at the possibility of an extra-large general service class in Module 2 of 

the RDA.  All parties accepted BC Hydro’s proposal to keep the customer 

classes the same and its proposal to split the Street Lighting class into two 

classes.   

 In Order G-47-16, the Commission Panel recommended that BC Hydro provide 5.

robust information and analysis in its next COSS.  BC Hydro has committed to 

filing a new COSS and RDA in F2019.  BC Hydro will use F2018 actuals as a 

basis for its F2019 RDA and will precede it with a robust engagement process 

starting around the summer of 2017, using F2017 data as the initial basis of its 

analysis and consultation until F2018 data becomes available. 
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 Finally, BC Hydro and the Movement of United Professionals agreed to engage 6.

in discussions prior to the F2019 COSS and RDA to identify whether there are 

any specific areas where there might be value to pursuing marginal cost 

information.  

Amendments to RS 15xx and RS 16xx to change pricing for customers without 
historical baselines – Streamlined Review Process 

 In the 2015 RDA, BC Hydro proposed that the new MGS accounts served under 7.

rate schedules 15xx and the new LGS accounts served under rate schedules 

16xx pay 100 percent Part 1 pricing instead of the current 85 percent Part 1 

pricing and 15 percent Part 2 pricing on monthly consumption of energy (100 

percent Part 1 Pricing). 

 By Order G-175-15, dated November 3, 2015, the Commission determined that 8.

an expedited process to review this issue was appropriate.  

 None of the interveners who filed arguments opposed the proposed 100 percent 9.

Part 1 Pricing. BC Hydro maintained its view that other ratepayers would not be 

harmed by the 100 percent Part 1 Pricing and that it was amending the effective 

date for the proposed new account from January 1, 2016 to April 1, 2016. 

 By Order G-16-16 dated February 9, 2016, the Commission approved the 10.

amendments to Rate Schedules 15xx and RS 16xx changing pricing for 

customers without historical baselines from 85/15 Pricing to 100 percent Part 1 

Pricing effective April 1, 2016. BC Hydro was directed to file the amended tariffs 

within 15 business days of the Order, and did so on February 15, 2016. 

Amendment to RS 1852 – Streamlined Review Process 

 During the 2015 RDA stakeholder engagement process, BC Hydro noted that a 11.

number of existing rate schedules did not result in any significant issues being 

raised.  As such, BC Hydro requested that RS 1827, RS 1852, RS 1853 and RS 

1253, among others, proceed directly to written argument after the first round of 

information requests. 
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 BC Hydro proposed that (i) only wording changes regarding the definition of 12.

“availability” be made to RS 1852 for clarity; and (ii) no changes be made to RS 

1827, RS 1853 and RS 1253. None of the intervenors who filed arguments 

opposed BC Hydro’s proposals. 

 BC Hydro proposed to revise the definition of “Availability” in RS 1852 for clarity. 13.

A black-lined copy of the current RS 1852 showing the proposed changes was 

included in Appendix F-1C.321  The term was modified as follows:  

To all Customers supplied with electricity at 60,000 volts or 
higher who are taking service under Rate Schedule 1823 at 
the time of application, are a party to a Modified Demand 
Agreement under Electric Tariff Supplement No. 54 which is 
in force, and which are in locations, as determined by BC 
Hydro, that will allow BC Hydro to curtail load to alleviate a 
potential local or regional transmission constraint, or take 
advantage of a market opportunity. The annual subscription 
period for new subscribers is from September 1 to October 
13.  

 By Order G-20-16, dated February 19, 2016 the Commission approved the 14.

wording change amendment to RS 1852 effective April 1, 2016 and approved the 

status quo for RS 1827, RS 1853 and RS 1253.  BC Hydro was directed to file 

the amended tariff within 15 business days of the Order, and did so on February 

25, 2016. 

Minimum Reconnection Charge (Interim) – Written Review Process 

 In its Application, BC Hydro sought approval for updated Minimum Reconnection 15.

Charges which are applied when a premises is reconnected after being 

disconnected for a variety of reasons.  The primary application of this charge is 

the reconnection of customers following disconnection for non-payment of 

balances in arrears or for vacant accounts.  

                                            
321 Application, Exhibit B-1, pdf 4779. 
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 BC Hydro requested that the proposed changes to its Minimum Reconnection 16.

Charges be reviewed on an expedited basis and proposed an April 1, 2016 

implementation date for its revised Minimum Reconnection Charge.322   

 By Order G-175-15, dated November 3, 2015 the Commission ordered that the 17.

Minimum Reconnection Charge be set at the proposed rate of $30/meter and the 

other proposed charges (as identified in Table 8-3 of the Application), 

specifically: the Manual Reconnection performed on overtime be set at 

$280/meter; the manual reconnection requiring a call out be removed as a 

charge and the manual reconnection at the point of connection because of 

refused access to the meter be set at $700/meter on an interim basis effective 

December 1, 2015. 

 The Commission Panel also approved a new deferral account, the Minimum 18.

Reconnection Charge deferral account, and directed that BC Hydro record the 

difference between the reconnection charges collected at the interim rate and the 

reconnection charges that would have been collected had they been billed at the 

current rate, in the period December 1, 2015 through March 31, 2016, for 

recovery in rates in F2017.  

 The Commission Panel commented that this approach keeps BC Hydro whole 19.

while providing relief to customers incurring Minimum Reconnection Charges.    

                                            
322 See Exhibit B-3, part 4, pp 8-10. 
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RS 1892 – Optional Freshet Rate – Streamlined Review Process 

 In its Application, BC Hydro sought approval for a new optional rate schedule 1.

1892 Freshet rate, which provides participating customers market pricing for 

incremental consumption during the freshet period on a pilot basis ending 

December 31, 2017. 

 BC Hydro requested that the RS 1892 Freshet Rate be reviewed by a SRP.  The 2.

SRP was held on January 25, 2016. 

 By Order G-17-16, dated February 9, 2016, the Commission approved the RS 3.

1892 Freshet Rate and the two-year freshet rate pilot program effective for the 

period extending from March 1, 2016 to October 31, 2017. BC Hydro was 

directed to complete the following actions: 

• File three evaluation reports as described in section 7.3.4.6 of the 2015 

RDA to address and, where appropriate, evaluate a number of issues 

identified by the Commission; 

• Consult with stakeholders on further process; 

• Provide more clarity in its evaluations and as to the magnitude of the 

energy surplus during freshet, including an estimate of its potential value; 

and 

• File tariff sheets within 15 business days of the Order (which BC Hydro did 

on February 17, 2016).   

 The three evaluation reports were outlined on page 7-44 of the RDA as follows: 4.

(a) Preliminary evaluation report, “Report A” for Fall 2016, reporting on the 

take-up of the pilot in Year 1 and identifying total sales and revenue under 

the rate; 

(b) Preliminary evaluation report, “Report B” for Fall 2017, reporting on the 

take-up of the pilot in Year 2, identifying total sales and revenue under the 
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rate, and reporting on the impact of load shifting in Year 1, which BC 

Hydro can only do at the end of F2017; and 

(c) Final evaluation report, “Report C” for Spring 2018, summarizing the take-

up and load shifting over the two-year pilot program. 
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2015 RDA – BC Hydro Final Argument – DRAFT Form of 
Order 

BRITISH COLUMBIA  
UTILITIES COMMISSION 

ORDER 
NUMBER: G- 

 

 IN THE MATTER OF 

the Utilities Commission Act, R.S.B.C. 1996, Chapter 473 
 

and 
 

An Application by the British Columbia Hydro and Power Authority 
2015 Rate Design Application (Module 1) 

 
BEFORE: 

D.M. Morton, Commission/Panel Chair 
D.A. Cote, Commissioner 
K.A. Keilty, Commissioner  

 
On , 2016 

 
   
 

O R D E R 
 

WHEREAS: 
A. On September 24, 2015 the British Columbia Hydro and Power Authority (BC 

Hydro) filed with the British Columbia Utilities Commission (Commission) the 
first module of a rate design application (2015 RDA) (Exhibit B-1).  
 

B. In the 2015 RDA BC Hydro sought approvals related to: 
a. residential rates:   

i pricing principles for Rate Schedules 1101 and 1121 for BC Hydro’s 
fiscal years F2017-F2019 (RIB Pricing Principles); 
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ii amended terms and conditions in Rate Schedule 1105 regarding 

interruptibility of the rate (Residential E-Plus Amendments); 
b. general service rates: 

i a one-time increase in the basic charge of Rate Schedule 13xx that 
would allow it to recover approximately 45% of BC Hydro’s 
customer-related costs attributable to the small general service 
(SGS) class in the F2016 Cost of Service (COS) Study and a one-
time offsetting decrease in the energy rate to maintain forecast 
revenue neutrality based on SGS revenue target calculated using 
any applicable rate increases arising from the F2017 Revenue 
Requirements Application (SGS Proposal); 

ii a new rate structure for Rate Schedule 15xx with a flat demand 
charge established to recover approximately 35% of BC Hydro’s 
demand-related costs attributable to the medium general service 
(MGS) class in the F2016 COS Study and a flat energy rate 
established to maintain forecast revenue neutrality based on MGS 
revenue target calculated using any applicable rate increases 
arising from the F2017 Revenue Requirements Application (MGS 
Proposal); 

iii a new rate structure for Rate Schedule 16xx with a flat demand 
charge established to recover approximately 65% of BC Hydro’s 
demand-related costs attributable to the large general service 
(LGS) class in the F2016 COS Study and a flat energy rate 
established to maintain forecast revenue neutrality based on LGS 
revenue target calculated using any applicable rate increases 
arising from the F2017 Revenue Requirements Application (LGS 
Proposal); 

iv amendments to Rate Schedule 12xx effectively eliminating the 
applicability of the rate to the large and medium general service 
control group of customers (GS - Control Group Proposal); 

v the elimination of Rate Schedule 26xx (GS – Distribution Utilities 
Proposal); 

vi the elimination of Tariff Supplement No. 82 Rules for LGS 
Prospective Growth Applications (TS 82 Proposal); 

c. amended terms and conditions in BC Hydro’s Electric Tariff (Electric 
Tariff Proposal); 

d. transmission service rates: 
i pricing principles for Rate Schedule 1823 (RS 1823 F2017-F2019 

Pricing Principles) for BC Hydro’s fiscal years F2017-F2019:  
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1. in F2017, the Tier 2 rate shall be set at the lower end of BC 
Hydro’s energy Long Run Marginal Cost (LRMC). The Tier 1 
rate shall be set to reflect any Revenue Requirements 
Application (RRA) rate increase applicable to F2017 arising 
from the F2017 RRA according to the bill neutrality approach 
i.e., 90% of the Tier 1 rate plus 10% of the Tier 2 Rate is equal 
to the flat rate (RS 1827 energy rate or the RS 1823 Energy 
Charge A), and all other pricing elements of RS 1823 will 
increase by the applicable RRA rate increases; and 
 

2. in F2018 and F2019, applicable RRA increases arising from the 
F2017 RRA will be applied equally to both Tier 1 and Tier 2 
rates, and all other pricing elements of RS 1823 will increase by 
the applicable RRA rate increases. 
 

C. By Order G-156-15 dated September 30, 2015 and Order G-166-15 dated 
October 14, 2015 the Commission established, among other things, a preliminary 
regulatory timetable for review of the 2015 RDA comprised of an initial round of 
information requests (IRs) and a procedural conference to be held on January 
12, 2016 which was later adjourned to January 19, 2016. 

 
D. By Order G-175-15 dated November 3, 2015 the Commission determined, 

among other things, scoping issues related to the Cost of Service Study as well 
the review processes and timelines related to a number of expedited processes 
proposed by BC Hydro. 

 
E. Order G-175-15 also determined that the Minimum Reconnection Charge be set 

at the rate of $30/meter and other proposed charges as proposed in Table 8-3 of 
the Application on an interim basis, effective December 1, 2015.  The 
Commission also approved a new deferral account for BC Hydro to record the 
difference between the reconnection charges collected at the interim rate and the 
reconnection charges that would have been collected had they been billed at the 
current rate for the period December 1, 2015 through March 31, 2016 (the 
Minimum Reconnection Interim Order). 
 

F. On December 21, 2015, BC Hydro filed updated Electric Tariff Terms and 
Conditions (Exhibit B-1-1) which contained revisions to conditions for assessing a 
security deposit and the amount of the security deposit; revisions to a number of 
Standard Charges and, updated language to improve customer understanding 
and reflect modern drafting concepts. 

 
G. Following the procedural conference on January 19, 2016, the Commission 

issued Order G-12-16 on February 1, 2016 which, among other things, included 
a regulatory timetable that allowed for a second round of IRs to BC Hydro, the 
filing of an Evidentiary Update on Load Resource Balance and Long-Run 
Marginal Cost by BC Hydro, a timetable for the submission of Intervener 
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Evidence and one round of IRs on Intervener Evidence and the submission of BC 
Hydro Rebuttal Evidence.    
 

H. By Order G-13-14 dated February 4, 2014, the Commission approved pricing 
principles which uniformly increase the three pricing elements of the RIB rate by 
the approved F2015/F2016 RRA rate increases.  RS 1101 and 1121 pricing 
principles expired on March 31, 2016.  By Order G-40-16 dated March 22, 2016, 
the Commission approved a 4.0 per cent interim increase in rates for BC Hydro 
effective April 1, 2016 to be applied as set out in Appendix D in BC Hydro’s 
Interim Rate Application (Exhibit B-1 of the RRA). Appendix D applies the interim 
rate increase to the RIB rate by using BC Hydro’s proposed RIB Pricing Principle 
for F2017 from the 2015 RDA, which is the continuation of the prior RIB pricing 
principle for RS 1101 and 1121.  The RS 1823 (Transmission Service Stepped 
Rate) pricing principles also expired on March 31, 2016 and Appendix D in BC 
Hydro’s Interim Rate Application applies the interim rate increase to RS 1823 by 
using BC Hydro’s proposed F2017 RS 1823 Pricing Principle from the 2015 
RDA.   

 
I. By Order G-50-16 dated April 13, 2016, the Commission amended the regulatory 

timetable and ordered that an oral hearing be held August 16-18 and 23-24, 
2016.   

 
J. By Order G-61-16 dated May 4, 2016, the Commission determined that the 

review of the Residential E-Plus rate design would proceed by way of written 
hearing in accordance with the Final Argument phase of the 2015 RDA 
proceeding. 

 
K. Each of the Commercial Energy Consumers Association of British Columbia, 

British Columbia Old Age Pensioners’ Organization et al (BCOAPO) and the E-
Plus Homeowners Group filed Intervenor Evidence. 

 
L. On July 6, 2016 BC Hydro filed rebuttal evidence in response to the BCOAPO 

intervener evidence (Exhibit B-31). 
 
M. On July 28, 2016 BC Hydro filed its F2017-F2019 Revenue Requirements 

Application (RRA).  
 

N. On August 4, 2016 BC Hydro filed an Evidentiary Update (Exhibit B-37) which 
included excerpts from the F17-F19 RRA with respect to BC Hydro’s load 
resource balance and long-run marginal cost of new supply. 
 

O. The oral hearing concluded on August 24, 2016 in Vancouver and by 
Commission letter dated August 29, 2016 (Exhibit A-39) the Commission 
determined the schedule for Final Argument by the parties.  The schedule 
provided for the filing of Final Arguments from BC Hydro (on orders it seeks from 
the Commission and the Commission’s jurisdiction to approve rates specific to 
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low-income customers) and BCOAPO (related to the orders it seeks from the 
Commission) on September 26, 2016; filing of Intervenors Final Arguments and 
BC Hydro and BCOAPO arguments in response to each other on October 11, 
2016, and filing of BC Hydro and BCOAPO Reply Arguments (related to the 
orders it seeks from the Commission) on October 24, 2016. 

 
P. The evidentiary phase of the proceeding closed on August 29, 2016 subject to 

the delivery of responses to outstanding Undertakings. 
 

Q. The Commission has considered the 2015 RDA and the evidence and 
submissions presented to it, including jurisdictional issues, and has determined 
the following:  
 

NOW THEREFORE pursuant to sections 58-61 of the Utilities Commission Act the 
Commission issues the following final orders: 

 The RIB Pricing Principles for each of F2017-F2019 as described in section 1.
5.2.5.1 of the 2015 RDA are approved effective April 1, 2017. 

 
 The Residential E-Plus Amendments as shown in draft tariff sheets of Appendix 2.

F-1D of the 2015 RDA are approved effective April 1, 2017. 
 

 The SGS Proposal as described in section 6.2.1 of the 2015 RDA is approved 3.
effective April 1, 2017. 

 
 The MGS Proposal as described in section 6.3.1 of the 2015 RDA, and as shown 4.

in draft tariff sheets of Appendix F-1E of the 2015 RDA, is approved effective 
April 1, 2017. 

 
 The LGS Proposal as described in section 6.4.1 of the 2015 RDA, and as shown 5.

in draft tariff sheets of Appendix F-1E of the 2015 RDA, is approved effective 
April 1, 2017. 

 
 The GS - Control Group Proposal as described in section 6.7.2 of the 2015 RDA, 6.

and as shown in draft tariff sheets of Appendix F-1E of the 2015 RDA, is 
approved effective April 1, 2017. 

 
 The GS – Distribution Utilities Proposal as described in section 6.7.3 of the 2015 7.

RDA is approved effective April 1, 2017. 
 

 The TS 82 Proposal as described in section 6.7.1 of the 2015 RDA is approved 8.
effective April 1, 2017. 
 

 The RS 1823 F2017-F2019 Pricing Principles as described in section 7.2.2 of the 9.
2015 RDA are approved effective April 1, 2017.  
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 The Electric Tariff Proposal as shown in draft tariff sheets filed on December 21, 10.
2015 (Exhibit B-1-1) and as amended by Appendix C of BC Hydro’s Final 
Argument is approved effective April 1, 2017.   
 

 BC Hydro is directed to file tariff sheets regarding the Residential E-Plus 11.
Amendments and the Electric Tariff Proposal within 15 business days of this 
order. 

 
 BC Hydro is directed to file tariff sheets regarding the SGS Proposal, the MGS 12.

Proposal, the LGS Proposal and the GS – Control Group Proposal 30 days prior 
to the effective date.  

 
 The Minimum Reconnection Interim Order is approved as final effective April 1, 13.

2017.  
 

 The following endorsements are made with respect to Commission review of 14.
Standard Charges between rate design applications:  
 
(a) RRAs are the appropriate forum for updating existing Standard Charges to 

reflect current costs; and  

(b) Fundamental changes to Standard Charges, the introduction of new 
Standard Charges and/or major changes to the terms and conditions 
related to Standard Charges are preferably filed with an examined through 
RDAs. 

DATED at the City of Vancouver, in the Province of British Columbia, this              day of 

________ 2016. 

 

 BY ORDER 
 
 
 
  

 
 
 
 
 
 



 

APPENDIX C: 
ELECTRIC TARIFF AMENDMENTS FOR SECTIONS 2.1 AND 2.10 

 
 

1. Amendment to Section 2.1 of the Electric Tariff 

Exhibit B-1-1 indicated the following proposed wording for Electric Tariff Section 2.1, 

Application for Service and Service Agreement:   

“A Person requesting new or modified Service must apply to BC Hydro online at 
www.bchydro.com or by telephone.” 

BC Hydro proposes the following revised wording for Section 2.1, Application for 
Service and Service Agreement:  

“A Person requesting new or modified Service must apply to BC Hydro online at 
www.bchydro.com, or by telephone, or in person.” 

 

2. Amendment to Section 2.10 of the Electric Tariff 

Exhibit B-1-1 indicated the following proposed wording for Electric Tariff Section 2.10, 
Re-Application for Service: 

“Where a Customer Terminates Service to a Premises and that Person, or a co-
occupant, representative or agent of that Person, applies for Service to the same 
Premises within 12 months of such Termination on the same Rate Schedule as 
previously applied, and regardless of whether Disconnection occurred, the 
applicant will pay the greatest of:  

1. The Minimum Reconnection Charge, as set out in section 11.3 
(Minimum Reconnection Charges);  
 

2. BC Hydro’s estimated cost to restore Service; and  
 

3. The sum of the minimum charges the Customer would have paid 
between the time of Termination and the time that Service is restored, 
under this section.”  

 

BC Hydro proposes the following revised wording for Section 2.10, Re-Application for 
Service:  

“Where a Customer Terminates Service to a Premises and that Person, or a co-
occupant, representative or agent of that Person, applies for Service to the same 
Premises within 12 months of such Termination on the same Rate Schedule as 

http://www.bchydro.com/
http://www.bchydro.com/
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previously applied, and regardless of whether Disconnection occurred, the 
applicant will pay the greatest sum of:  

1. The greater of the Minimum Reconnection Charge, as set out in 
section 11.3 (Minimum Reconnection Charges), or BC Hydro’s 
estimated cost to restore Service;   
 

2. BC Hydro’s estimated cost to restore Service; and  
 

3. The sum of the minimum charges the Customer would have paid 
between the time of Termination and the time that Service is restored, 
under this section.”  
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