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Submissions of the 
Commercial Energy Consumers Association of BC 

Regarding the BC Hydro and Power Authority 
Application for Approval of Charges related to the Smart Meter Choice Program 

 
 
The Commercial Energy Consumers Association of BC (CEC) represents the interests of commercial 
ratepayers before the BC Utilities Commission.  The CEC has reviewed the Application and Information 
Request Responses and the Final Submission related to the BC Hydro Application of Charges related to 
the Smart Meter Choice Program and offers the following submissions and recommendations. 
 
1. Summary Position: 
 
The CEC submits that the Smart Meter Choice program is currently in an introductory and transitional 
period with rapidly declining participation.  The CEC submits that the best evidence before the 
Commission is that Meter Choice participation will be lower than 10,000 participants by the 2014 year 
end, and less than 5,000 within the next 3 years.  
 
The CEC submits that the charges proposed by BC Hydro are too low based on the expected 
participation levels, and on the expected cost components. 
 
The CEC recommends that the Commission approve as filed the charges proposed by BC Hydro for the 
period of October 25, 2013 to April 1, 2014 and provide updated charges as below: 
 
The CEC recommends that the Commission establish rates as follows: 
 

Charge April 1, 2014 -
Dec. 31 2014 ($) 

2015 
($) 

2016 
($) 

2017 
($) 

2018 
($) 

Initial Charge 
Radio Off 110 110 110 110 110 

Initial Charge 
Radio off from 
Smart Meter 

 
160 

 
160 160 160 160 

Radio Off 
Monthly 20 24 28 32 36 

Legacy Monthly 36 47 58 70 81 
Failed 
Installation  71 71 71 71 71 

      

 
 
The CEC submits that approval of pre-established rates at this time is to the benefit of both the Meter 
Choice consumers and to the remaining customer base.  Pre-established rates for a period of 3 or 4 
years provide important information for Meter Choice customers that can assist with present and future 
decision-making, protects the remaining customer base from under-recovery of Meter Choice costs and 
reduces future regulatory costs.  Further, the CEC submits such rates are in accordance with Direction 
No. 4.  
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2. Introduction 
 
In October 2013 BC Hydro submitted an Application for the approval of new standard charges, new 
Electric Tariff Terms and Conditions and regulatory accounting treatment pursuant to Sections 58-61 of 
the Utilities Commission Act (UCA) and Direction 4 for its Smart Meter Choice program.1  As discussed in 
pages 1-4 of BC Hydro’s Final Submissions, the terms and conditions of the program were established by 
provincial Direction No. 4, and these have been approved along with the authorization for BC Hydro to 
include certain costs in its Smart Meter Infrastructure (SMI) regulatory account in Commission order No. 
G-166-13.  Additionally, the charges for the Meter Choice program have been approved on an interim 
and refundable basis by BCUC Orders G-166-13 and G-167-13.  
 
3. Role of the BCUC  
 
The CEC agrees with BC Hydro that the scope of this proceeding is thus narrow and limited to the 
recovery of costs of providing services to customers with respect to their choice of meters2.  Accordingly 
the CEC does not address issues with respect to any of the Terms and Conditions by which the Meter 
Choice program operates nor any other condition imposed by Direction No. 4 and approved on a final 
and permanent basis.  The CEC agrees with BC Hydro that the role of the BCUC in this Application is to 
establish: 
 

1. the appropriate monthly charge to be applied to customers that have a legacy 
meter installed at their premises, on a final and permanent basis; 

2. the appropriate initial charges and monthly charge to be applied to customers 
that have a radio-off meter installed at their premises, on a final and permanent 
basis; and  

3. the appropriate failed installation charge to be applied to customers at premises 
where failed installations occur, on a final and permanent basis3. 

 
BC Hydro presents the following rates for approval on a final and permanent basis as previously 
approved on an interim and refundable basis in BCUC Orders No. G-166-13 and G-167-13: 
 

1. $35 per month charge for a legacy meter effective December 2, 2013  
2. $100 initial charge for the radio-off meter from a legacy meter location effective April 1, 2014  
3. $155 initial charge for a radio-off from a smart meter location effective April 1, 2014   
4. $20 per month charge for a radio-off meter effective April 1, 2014  
5. $65 failed installation charge on a final and permanent basis effective October 25th, 2013  

 
The CEC submits that in establishing the ‘appropriate charges’ for the Smart Meter Choice program the 
BCUC is in no way limited by its prior approval of rates on an interim and refundable basis to confirming 
such rates.  The CEC submits that it is incumbent upon the Commission to consider the charges from the 
perspective of all ratepayers who are potentially liable for any under recovery of costs associated with 
the program as well as Meter Choice participants.  The CEC submits that the Commission should not 
subsume the interests of the 1.8 million customers to the interests of the Meter Choice participants but 

                                                           
1 Exhibit B-1, Cover Letter. 
2 BC Hydro Final Submissions page 4 
3 BC Hydro Final Submissions pages 3- 4 
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must adhere to the intent of Direction No. 4 to recover the costs of the Meter Choice program 
participants.   
 
The CEC recommends that the Commission be equally cautious not to prefer either rate mitigation for 
customers of the Meter Choice program, nor to provide disincentives for the Meter Choice program. The 
CEC submits that the BCUC must undertake to utilize all the best information available to it to accurately 
recover the costs that will accrue as a result of the Meter Choice Program.   
 
The CEC recommends that consideration of the ‘appropriate’ charges be undertaken in accordance with 
both the specifics and intent of the government directive and also in accordance with established rate-
making principles such as the Bonbright principles and BC precedence, which will appropriately guide 
the Commission in its deliberations.  
 
4. Direction No. 4 
 
The CEC submits that the clear intent of the provincial government in establishing the Meter Choice 
program was to create a clearly-delineated program for a select group of highly committed residential 
customers who had already refused Smart Meter service.  The Meter Choice program is to be 
established without financial cost to the general customer group who have Smart Meter service.    
 
The CEC submits that the intent of the provincial government was specifically not to: 
 

• Provide a wholesale ‘Opt out’ provision; 
 

Conversely, the CEC submits that the intent was to: 
 

• Limit the exposure of Smart Meter customers to the expenses created by those customers not 
willing to participate (not subsidized by Smart Meter ratepayers) 

• Ensure full recovery of costs 
• Ensure that customers requesting Legacy meters were transitioned either to Smart Meters or to 

radio-off in a timely manner 
• Ultimately eliminate the Meter Choice program through attrition. 

 
Accordingly, the CEC submits that it is incumbent upon the BCUC to adopt a rigorous approach in 
calculating costs, ensuring full recovery from the applicable customers over the long term and providing 
the appropriate cost price signals to those customers participating in the program. 
 
Not a Wholesale Opt Out 
 
The Meter Choice program is clearly limited in its availability to a relatively small number of customers.  
Direction No. 4 specifies that wireless meter reading is Not Available to the general public nor to 
commercial nor industrial users but is limited to those customers who do not already have a smart 
meter installed.  Section 4.2.2 of the Appendix in Direction No. 4 provides “Conditions for Retention or 
Installation of Legacy Meters and Radio-Off Meters” including: 
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4.2.2  
 

(a) The Customer is, as of the date of the Customer’s election in accordance with clause 
(c) or deemed election in accordance with clause (d), taking Residential Service at 
the Customer’s Premises; 

(b) BC Hydro had not, before the date of the Customer’s election in accordance with 
clause (c)  or deemed election in accordance with clause (d), Installed a smart Meter 
at the Customer’s premises, but rather a Legacy Meter remained in place at those 
Premises as of the date of the Customer’s election or deemed election4 

 
Additionally, in Section 4 of the Direction, the Commission is precluded from requiring BC Hydro to 
install Legacy meters for other customers, or those who have Smart Meters already installed:   
 

4 (2) the commission must not require the authority to install a legacy meter or radio-off 
meter for 
(c) a non-residential customer 
(d) an applicable customer, if a smart meter is installed at the applicable premises of 

the applicable customer on or after the date this direction comes into force 
 
Finally, the CEC notes that the provincial government issued the original directive for BC Hydro to install 
smart meters throughout its service territory without review by the BCUC.    
 
Limitation of Exposure of Smart Meter customers by Full Recovery of Costs for Meter Choice 
 
The CEC submits that although the provincial government did provide for costs to be recovered from ‘all 
customers, to the extent that any of those costs are not recovered under subparagraph (i)’5, the 
provincial government intent was to ensure that smart meter customers did not subsidize the Meter 
Choice program nor allow for the Meter Choice program to have a negative impact on the Smart Meter 
Infrastructure program.  
 
With respect to Rates, Direction No. 4 provides the Commission with clear direction that costs must be 
fully recoverable from the Meter Choice program customers and that it is not at liberty to deny such an 
application by the authority.  
 

3 (1) In setting rates under the Act for the authority, the commission must ensure that the 
rates allow the authority to collect sufficient revenue in each fiscal year to enable it to 
recover the following costs from the following customers: 

 
(e) Program costs, investigation costs and infrastructure costs from 

(i) Applicable customers at applicable premises where a legacy meter or 
radio-off meter is installed, to the extent that the authority requests 
recovery of any of those costs from these customers, and 

(ii) All customers, to the extent that any of those costs are not recovered 
under subparagraph (i); 

                                                           
4 Appendix  (Section 3(3)) Direction No. 4, page 5 of 7 
5 Section 3 (1) (a)(ii) Direction No. 4 Rates  
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(f) From all customers, costs incurred with respect to the installation and operation of, 
and services related to, smart meters; 

(g) Failed installation costs from customers at a premises where a failed installation 
occurred. 

 
(Emphasis added)  

 
The CEC submits that in requiring the Commission to enable the authority to recover all its program, 
investigation and infrastructure costs, it was the provincial government’s intent to ensure that the 
Meter Choice customers bore the full costs of the program as well as any liability for such limitations as 
may be placed on the Smart Meter Infrastructure program by the adoption of the Meter Choice 
program.  Specifically, the CEC submits that by including “investigation costs” and “infrastructure costs” 
the provincial government is providing clear direction that smart meter ratepayers are not required to 
suffer any reduction in the Smart Meter Infrastructure benefits that might otherwise accrue through the 
limitation of theft benefits, and that such issues would be fully mitigated by the Meter Choice customer 
charges.   
 
Additionally, the CEC submits that by including term (f) “From all customers, costs incurred with respect 
to the installation and operation of, and services related to, smart meters;”   the provincial government 
is explicitly stating that customers of the Meter Choices program are required to contribute their 
appropriate share to any and all costs incurred in the Smart Meter Infrastructure program as well as 
those of the Meter Choices program.  
 
No Limitation on Recovery of Costs 
 
The CEC submits that in addition to being required to allow full recovery of the costs prescribed, the 
Commission is at liberty to recover any other costs it may reasonably consider as appropriate.  The CEC  
notes that Direction No. 4 remains silent on the issue of limitation of costs or on the possibility of over-
recovery.  The CEC agrees with BC Hydro that s.3.(1)(a)(i) of Direction 4, or any other legal provision, 
does not prevent the Commission from determining that the proposed s.11.3 Miscellaneous Charges 
would allow BC Hydro to collect more than the corresponding ‘program costs, investigation costs, and 
infrastructure costs’, if those were considered to be an appropriate allocation by the Commission6, and 
submits that this is an appropriate allowance.    
 
Transition from Legacy Meters to Radio Off 
 
The CEC submits that the intent of Direction No. 4 with respect to Legacy meters was not to facilitate 
the use of Legacy meters, but was to provide Legacy meters as a temporary transition to smart meters 
or radio off meters.  Section 4.2.3 of the Appendix clearly anticipates the decline and ultimate removal 
of Legacy meters.  Sections 4.2.3 (a) through (e) spell out clear limitations under which the Legacy 
meters may be continued and provide explicit instructions for the discontinuance of Legacy meters and 
the replacement options of Radio off and Smart meters in the event of meter seal expiry, limitations on 
inventory, moves and other terminations.  In particular, the CEC notes that customers may not in any 
case receive a Legacy meter if they have moved, discontinued their service, or at any time received a 
smart meter. 

                                                           
6 Exhibit B-6-1, BCSEA 1.1.4.1 
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The CEC submits that it is appropriate for the Commission to consider this intent when considering the 
price signals that are provided to the consumers, and to recognize that customers currently employing 
‘Legacy meters’ will at a later point be required to adopt either a radio off or smart meter.  
 
Attrition of Meter Choice Program 
 
The CEC submits that it was the intention of the provincial government to eventually eliminate the 
Meter Choice program through attrition. The CEC notes that only existing customers are permitted to 
participate in the Meter Choice program and that once a customer moves, the premises will revert to a 
smart meter.  The CEC notes that once a customer for any reason discontinues the Meter Choice 
program or accepts a smart meter they may not revert to the Meter Choice program.  
 
5. BC Hydro Calculation of Rate Charges 
 
BC Hydro has calculated its proposed rates on a Cost of Service basis which is not designed to incent 
eligible customers to select a Smart meter or Radio off meter in preference to a Legacy meter.  The 
charges will be applied on a ‘postage stamp’ basis.7 The participation rates assumed by BC Hydro have a 
significant bearing on the anticipated costs and therefore the charges proposed by BC Hydro.  BC Hydro 
acknowledges that the prediction of participation rates is difficult, and suggests that the likely scenario 
is between 0.3% and 1.2% of customers based on the experience of other jurisdictions.8   
 
The CEC agrees with the intention of BC Hydro to recover only those costs that are directly attributable 
to the Meter Choice program and their application on a postage stamp basis, but submits that BC Hydro 
has unduly preferred Meter Choice customers with respect to its participation rates and cost of service 
calculations and has additionally not included significant costs that are directly attributable to the Meter 
Choice program.    
 
The CEC submits that BC Hydro’s assumptions with respect to Meter Choice participation have created a 
charge that is presently, and will be more-so down the road, significantly lower than is necessary to 
properly recover the costs of the Meter Choice program on a cost per customer basis.  The CEC submits 
that to the extent that all program and other costs are not fully recovered by Meter Choice customers, 
the availability of the Meter Choice program is to the detriment of Smart Meter ratepayers, which 
should be avoided by the Commission.  The CEC recommends that the BCUC set the proposed Meter 
Choice charges to reflect a lower customer participation rate as discussed below.   
 
6. Prediction of Meter Choices Participation Rates and Cost Calculation 
 
BC Hydro calculated its proposed rates on the assumption that approximately 10,000 customers (0.6%) 
will choose to be Meter Choice customers and that of those, approximately 50% (5,000) customers 
would select Legacy meters while another 50% (5,000) would select a Radio-off meter9.  BC Hydro does 
not propose to calculate costs based on the current number of Meter Choice customers (approximately 
19,000+)10 but submits that there will likely be fewer than 10,000 customers by the end of the year 

                                                           
7 BC Hydro Final Submission page 6 
8 Exhibit B-1, page 3-4 
9 Exhibit B-1, page 3-4 
10 Exhibit B-8, page 1 
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201411  .BC Hydro acknowledges that the number of meter participants will continue to decline beyond 
that point12, but does not provide a prediction for the future nor propose a change in rates for a number 
of years.  BC Hydro proposes to retain that estimate in the calculation of permanent rates to be effective 
for several years. 
 
The CEC submits that the overall Smart meter installation and the Meter Choice program are currently in 
a state of transition which is characterized by a rapid decline in Meter Choice customers and that such 
state of transition is consistent with the experience in other jurisdictions.  The CEC submits that this will 
continue for the remainder of the year and ultimately stabilize in the following years at a considerably 
lower rate than is presently seen.   
 
The evidence with respect to other jurisdictions is that they also typically experience significant 
reductions in participation rates over the initial transition period13 . Additionally, those jurisdictions with 
‘ongoing’ installation have higher ‘opt outs’ than are ultimately seen in those jurisdictions that are 
‘complete’ and the CEC submits that this is indicative of how the BC Hydro participation rates will likely 
be stabilized.  As illustrated in Table 3-2 of the Application, those jurisdictions with ‘ongoing’ 
deployment, such as Maine, have opt-out participation in the range of 0.2% to 1.3% while those 
jurisdictions where deployment is (substantially) ‘complete’, such as Hydro Quebec, have participation 
rates of 0 and 0.2 percent.  The CEC notes that the jurisdiction with the highest opt-out rate (Maine 
@1.3%) had already reported declining participation rates at the time of the original BC Hydro 
application14.   
 
The CEC considers that BC Hydro’s estimation of 0.6% participation is too high and is more likely to fall in 
the range of 0.2% to 0.3% or about 5,000 customers in total, which is consistent with those jurisdictions 
that are substantially complete.  The CEC notes that Hydro Quebec has similar initial charges as those 
proposed by BC Hydro and slightly lower monthly rates, and has a participation rate of only 0.2%.  The 
CEC submits that the rate of 0.2% or 5,000 customers is the appropriate basis upon which BC Hydro 
should establish its participation rates and set cost of service charges accordingly.  The CEC submits that 
there is a higher likelihood of such participation rates confirmed by the evidence before the 
Commission.   
 
The CEC submits that such a conclusion is also appropriately borne out by BC Hydro’s own experience 
and likely trends as discussed below.  The CEC submits that the best evidence before the Commission 
suggests that there will be considerably fewer than 10,000 Meter Choice customers by the end of 2014, 
possibly as low as 6,000 customers,  and that the participation will continue to decline to 5,000 or fewer 
Meter Choice customers within four years and continue at a slow decline from that level.  The CEC 
recommends that the Commission base the rates on the longer term prediction that there will be fewer 
than 5,000 Meter Choice customers on a permanent basis.  
 
10,000 Customers as the Base 
 
The CEC’s view of BC Hydro’s prediction that there will be something ‘less than 10,000 meter choice 
customers’ by the 2014 year end is too high because it (roughly) assumes that less than 50%  (about 

                                                           
11 BC Hydro Final Submissions page 14 
12 BC Hydro Final Submissions pages 12- 13 
13 Exhibit B-1, page 3-3 
14 Exhibit B-1, page 3-4 
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9,000-10,000) of the current (19,000-20,000) Meter Choice customers will migrate to Smart meters by 
year end.  
 
The CEC submits that the evidence does not support this conclusion but instead suggests that about 70% 
(13,000 – 14,000 customers) can be expected to transition to Smart meters over the 2014 period 
resulting in about 6,000 Meter Choice customers by year end or shortly thereafter.  Over 71% (48,242) 
of the approximately 68,000 customer refusals had transitioned to Smart meters by December 13, 
201315. Further, these customers represented 95% of the eligible responses that BC Hydro received.   
 
The CEC submits that there is no legitimate reason to presume that the trend to accepting Smart meters 
as already demonstrated will not continue throughout 2014 and beyond, resulting in continued rapid 
decline of total customer participation to less than 5,000 customers (0.2%) over the next few years, 
particularly in that customers had not received a bill by the time this selection was made and customers 
making selections in the future will have received such a bill.  The CEC submits that the large majority of 
Meter Choice customers have proven to be highly price sensitive by overwhelmingly moving to Smart 
meters after a price signal was provided and that there is no evidence on the record to support a view 
that the remaining pool will be significantly less so.  Additionally, a relatively large number of customers 
(invalid option) appear to have specifically stated that they did not wish to pay for the Meter Choice 
program16.   
 
The CEC further notes that 13,112 customers, or over 69% of the 19,000 remaining customers as of 
December 2013 are in the Meter Choice category “Legacy” by default (i.e. deemed) rather than by 
conveyed decision suggesting that there is less commitment than from those who specifically made the 
election to keep their Legacy meter, adopt Radio off or in some way communicated with the utility.  
There is no way of determining how many customers are currently in the remaining pool of customers 
by virtue of apathy or by consciously selecting ‘Legacy’ but not conveying their intent (as made possible 
by the terms and conditions of the program)17.  The CEC submits that similar choices will occur in any 
case.  Customers who are deemed to be in the Legacy category by virtue of apathy can reasonably be 
presumed to respond to the upcoming cost on their bill in a similar manner to those who responded to 
the communications regarding proposed prices by BC Hydro.  If, conversely, the customers in the Legacy 
category are largely there by choice, but have not communicated with BC Hydro, they will be eliminated 
from the Legacy meters by virtue of the seal expiry on the Legacy meters.  According to BC Hydro 
estimates, a base of 7,500 Legacy meters will not last beyond 2016.18 
 
Transition to Radio Off  
 
The CEC submits that the BC Hydro estimation is also too high in that it inaccurately relies on the 
assumption that many Legacy meter customers will transfer to Radio off customers rather than to Smart 
meters when their Legacy option expires.  BC Hydro acknowledges the current low uptake in the Radio 
off meters, expects that the Radio off customers will increase for a period and then decline due to the 
program characteristics19 which are discussed in sections 3.1.3 of the Final Submissions. BC Hydro states 
that because the charges for the Radio off meter option are lower over the long term compared to the 
                                                           
15 Exhibit B-8 page 1 

16 Exhibit B-11, CEC 2.3.3 
17 Exhibit B-11, John Mansell, 2.4b 
18 Exhibit B-1, Table 3-11 page 3-17  
19 BC Hydro Final Submissions page 20 
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Legacy meter option, customers who base their decisions on economic factors will migrate to the Radio-
off meter option.20  The CEC respectfully disagrees with this conclusion and submits that the evidence is 
overwhelmingly contradictory, and that there will be very few Radio off customers.  
 
The CEC submits that the evidence is instead that price sensitive customers will rapidly migrate to radio-
on smart meters,  and that a relatively small number of committed customers will retain their legacy 
meters until such time as they are no longer available,  at which point they will also predominantly elect 
smart meters. The CEC submits that the evidence is clear that the upfront cost (initial charge) for a 
radio-off meter choice is a very strong concern relative to the ongoing costs and is the cause of a very 
low selection of this option. 
 
The CEC submits that an increase and decrease in radio off customers will likely occur as predicted, but 
not in the same magnitude that is presumed by BC Hydro to justify a calculation of 10,000 meter 
participants with 5,000 Radio off customers over the course of several years.  The CEC submits that the 
evidence before the commission is that the Radio off meters will overwhelmingly not be selected by 
customers when faced with the cost of Radio off meters and the loss of the Legacy option due to meter 
seal expiry or other actions such as moving.  The CEC submits that the more likely choice of Radio off or 
Smart meter will continue to result in an ongoing transition to Smart meters until the balance of the 
Legacy meters are removed.  Of the approximately 70,000 outstanding refusals in July of 2013, 
approximately 51,000 made a valid choice, and of those only 450, or less than 1%, selected the Radio off 
meter.  
 
Of those electing to participate in the Meter Choice program, approximately 80% selected the Legacy 
meter despite the fact that the Radio off program is less expensive over the course of several months.  
The CEC notes that the exceedingly large proportion of Legacy meters customers to radio off customers 
means that customers will be faced with the decision to elect Radio off or Smart meters in the near 
future as Legacy meter seals expire within the next two to three years, assuming 10,000  to 7,500 Legacy 
meters21.  The CEC submits that it is highly unlikely that more than 5,000 customers will select the Radio 
off meters within the next year or two if they have not already done so, as there are financial benefits to 
having accepted the Radio-off meter at the earliest possible time if the service is an acceptable 
technology.  
 
The CEC submits that the above trends are clear evidence that the Radio off meters are not well-
received and are not likely to be adopted by large segments of the Meter Choice customers.  
Accordingly, the CEC submits that by the year 2018, there will be no more than 5,000 Meter Choice 
customers.  
 
7. Costs  Based on Lower Participation Rates 
 
The CEC submits that it is appropriate for the Commission to calculate charges based on the most likely 
end scenario of approximately 5,000 Meter Choice customers.  The CEC submits that calculating the 
rates on the most likely end scenario is the most appropriate method for ensuring appropriate cost 
recovery from the Meter Choice customers, and for ensuring that an appropriate price signal is provided 

                                                           
20 BC Hydro Final Submission page 13 

21 Exhibit B-1, page 3-17 
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to Meter Choice customers, enabling them to accurately determine the likely long term financial 
consequences of their choice.   
 
BC Hydro calculates the per customer monthly cost of Radio off for 5,000 customers (in 50/50 
proportions) is approximately $28.59 or $8.70 higher than its current estimation of $19.90 and the initial 
charge to be $104.0122 which is approximately $5 greater than its current estimation of $99.16.  
 
Legacy meter costs for 5,000 Meter Choice customers (in 50/50 proportion) are estimated at a monthly 
per customer cost of $58.13 which is approximately $22 higher than its current estimation of $36.1623. 
 
The CEC submits that these costs are the more appropriate basis upon which to ultimately determine 
rates rather than on information that is based on the current transition period and is rapidly changing. 
The CEC submits that these cost charges also provide important information to customers with respect 
to the likely financial impact of their decision.  The CEC recommends that the BCUC utilize the best 
evidence, which is that there are likely to be approximately 5,000 meter choice customers by the end of 
year 3, and undertake to ensure that these rates are appropriately communicated to Meter Choice 
customers.  The CEC submits that such communication can be undertaken by adopting rates based on 
BC Hydro’s proposed prediction of 10,000 customers for the 2014 period (50%/50% split) and by setting 
pre-established higher annual rates in the order of $11 or $12 for each of the next two years for Legacy 
customers and $4.50 to $5.00 for Radio off customers and recommends that the Commission do so to 
provide a smooth transition to the most likely cost of the meter choice program.  
 
The CEC submits that it would not be inappropriate to project participation and costs into a fourth year 
in that BC Hydro has amortized some of its costs over 4 years in the expectation that legacy meters will 
be available over this period.24 
 
The CEC submits that the experience in other jurisdictions is that there is initially high participation rates 
which decline during a transition period and settle into lower rates25. As discussed earlier, those 
jurisdictions with completed programs had opt out rates of 0 and 0.2%26 and the CEC submits that this is 
the likely end point which will be experienced by BC Hydro.  
 
The CEC submits that this is the best evidence available to the Commission as to the expected level of 
customer participation as of the end of 2014. 
 
8. Frequency of Charge Update 
 
BC Hydro proposes to calculate their proposed charges on their initial prediction of 10,000 customers 
and update them only in the normal course of business in a future application.  BC Hydro proposes to 
retain the rates for several years in the interests of rate stability and predictability as ‘customers will 
continue to make decisions based in part on the level of charges’.27    
 

                                                           
22 Exhibit B-1, page 2-26 
23 Exhibit B-1, page 2-26 
24 Exhibit B-1, page 3-25 
25 Exhibit B-1, page 3-4 
26 Exhibit B-1, page 3-3 and 3-4 
27 BC Hydro Final Submissions page 16 
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The CEC agrees with BC Hydro’s comments with respect the importance of rate stability and 
predictability especially with respect to the need for customers to be able to make appropriate decisions 
regarding the costs of the meter choice program.  The CEC however disagrees with BC Hydro’s 
conclusions regarding the need to adjust rates in a timely manner and recommends that the 
Commission establish rates on the best possible information for each of the next three to four years. 
 
The CEC submits that BC Hydro has not properly predicted the decline in the overall Meter Choice 
participation rates nor the proportion of radio-off customers and consequently has significantly under-
estimated the cost per customer that will occur over the near future and into the long term.   The CEC 
submits that deferring rate changes for several years will provide an unreasonable signal as to the long 
term economic consequences of joining the Meter Choice program and will also result in significant 
under recovery of the program costs.  
 
The CEC submits that it is of particular importance that customers are appropriately signaled as to the 
expected long term costs of remaining on the Meter Choice program. The CEC submits that customers 
should not be required to make ongoing decisions as to the merits of remaining on the Meter Choice 
program and should have the opportunity to make informed decisions at the earliest possible time.  The 
CEC submits that the perceived issue with respect to wireless exposure is not one of immediate 
consequences that are applicable over a short period of time, but instead that of a cumulative nature 
over many years.   
 
The CEC submits that those customers electing to pay for the Meter Choice program are more likely to 
be making long term, rather than short term, decisions with respect to their willingness to accept a 
Smart Meter and the costs which they are willing to accept in order to avoid doing so.  The CEC submits 
that it would be highly inappropriate to provide a signal that misrepresented the long-term cost of the 
program by understating it, only to increase it substantially later after customers have already incurred 
the charges which have accumulated in the short term.    
 
Accordingly, the CEC submits that the BCUC should approve rates that signal the most likely end result 
by setting out inclining rates into the future and doing so at the initial stages of the transition, allowing 
Meter Choice customers to make a fully informed decision, and enable accurate recovery of  the costs of 
the program.   
 
9. Cost Component Underestimation 
 
Meter exchange cost 
 
BC Hydro has incorporated a $55 exit-charge into its initial costs for Radio off customers,  as well into its 
Failed meter charge.  The $55 cost is based on BC Hydro’s estimated cost of attending at the customer 
premises for the purposes of installation.  As a proxy for the average cost of installation, BC Hydro 
employed the cost of a meter exchange based on the average (weighted by region) cost of ad hoc smart 
meter to smart meter  exchanges (across BC Hydro’s service territory) by BC Hydro’s contractors during 
the mass meter deployment of smart meters. This charge applies to relatively low volume meter 
exchanges 28 and 29.    
 

                                                           
28 Exhibit B-1, page 3-6 
29 Exhibit B-11, CEC 2.5.1 
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The CEC accepts BC Hydro’s explanation that the cost of attending for the purposes of installation is 
reasonably higher than a standard collection charge ($39)  because the skill set is different and more 
expensive for installation than the disconnection requirement.30  The CEC submits, however, that the 
average installation cost will likely be higher still for the Meter Choice customers than for the average 
cost of meter exchange used by BC Hydro due to the geographic dispersion of those refusing smart 
meters.  Although it is BC Hydro’s view that for the purposes of setting the Meter Choices Program 
charges there is no compelling reason to assume that the geographic distribution of Meter Choices 
Program customers will be materially different than that for all residential customers31, the CEC 
respectfully disagrees.   
 
The evidence shows that customers in Vancouver and the lower mainland are disproportionately less 
likely to refuse smart meters while customers on Vancouver Island and Saltspring are disproportionately 
more likely to refuse smart meters.32  The Updated Table provided by BC Hydro on December 20, 201333 
show that the 9 billing areas of Courtenay, Campbell River, Duncan, Nanaimo, Port Alberni, Port Hardy, 
Qualicum/Parksville, Ganges and Victoria account for 20.6% of Total Residential Customers and 33.9% of 
the Total Meter Choices Program Participants.  In contrast, the City of Vancouver alone accounts for 
15.4% of residential customers, and only 4.5% of Meter Choices participants. Considering other 
communities from the lower mainland such as Burnaby, Maple Ridge, Coquitlam, North Shore, 
Delta/Richmond, Coquitlam, Surrey, Langley, Abbotsford and Chilliwack  in addition to Vancouver it is 
clear that there is significant regional disparity.   The lower mainland communities cited above 
constitute over 55% of the total number of residential customers,  and only 29.2% of those customers 
refusing.  The CEC submits that such geographic disparity is likely not reflected in the $55 fee used as a 
proxy by BC Hydro in several of its calculations.  As it is BC Hydro’s experience that meter exchange costs 
are up to 50% higher in Vancouver Island and up to 56% higher in the Saltspring area relative to the 
lower mainland34, the CEC submits that the ‘average’ cost of installation calculated across the entire 
service area is likely to be too low for the failed installation charge which will apply disproportionately 
outside of the lower mainland.  
 
Based on the lower mainland proportion of 55% of residential customers, Vancouver Island as 20% of 
customers, with the remaining province at approximately 25% of the population, the CEC has calculated 
that the cost of the installation proxy should be more reasonably established at $61, or $6 higher than it 
is currently employed.  This is the appropriate postage stamp rate to recover the likely costs from the 
Meter Choice customers. 
 
The CEC notes that the $55 service fee is included as a direct cost in both the Radio Off initial fees and in 
the Failed Meter Exchange cost and recommends that the Commission utilize $61 in its place in both 
instances.  Furthermore, the CEC notes that the cost of meter exchange would be included in the 
manual meter reading cost that are included in the Monthly fee for customers for both radio off and 
legacy customers.  The CEC recommends that the BCUC direct BC Hydro to recalculate the cost of meter 
reading taking into consideration the increased costs related to the geographic dispersion of customers. 
 
 
Excluded Costs 
                                                           
30 BC Hydro Final Submission page 23 
31 Exhibit B-11, CEC 2.6.1 
32 Exhibit B-11, CEC 2.4.3 (note: updated table shows that Abbotsford is disproportionately likely to accept smart meters)  
33 Exhibit B-11, CEC 2.4.1 
34 Exhibit B-11, CEC 2.4.4 
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The CEC submits that BC Hydro has proposed under-recovery of the costs of the Meter Choices program 
by excluding costs that are directly related and attributable to the Meter Choice program including costs 
of customer communications.  The estimated cost for Meter Choices Program customer 
communications is $1,220,00035. 
 
The CEC recommends that the BCUC incorporate the above excluded costs into the monthly costs 
attributable to both legacy and radio-off customers. 
 
10. Rounding 
 
The CEC notes that BC Hydro has rounded its monthly legacy charge down to $35 from $36.16.  The CEC 
submits that this is too significant a rounding and that there is no need to do more than round to $36. 
 
11. Recommended Charges  
 
Monthly and Initial Charges 
 
As discussed above, BC Hydro estimated that the number of customers who would choose either a radio 
off or legacy meter would likely fall in the range of 5,000 to 20,000. (0.3 percent to 1.2 percent) of 
customers) and calculated charges based on approximately 10,000 customers or 0.6% of customers 
choosing either of the ‘opt out’ options.  BC Hydro further predicted the split to be in the order of 50% 
to 50%.  The CEC submits that these rates of participation are too high and recommends the following 
rates for approval by the BCUC. 
 
The CEC recommends that the Radio Off initial charge be established at $110. This charge incorporates 
the $6 increase in the exit cost and a $4 increase based on only 5,000 meter choice customers.  
 
The CEC recommends that the radio off initial fees for transfer from a smart meter be established at 
$160 to accommodate the $6 increase in the exit cost. 
 
The CEC recommends that the Radio Off monthly charges be established at the $20 fee proposed by BC 
Hydro for 2014,  with a pre-established rate increase of $4 per year for the next three years 2015 
through to 2017 and possibly extending into 2018 as well. 
 
The CEC recommends that the Legacy Meter charge be established at the cost of $36 with an $11 
increase for each of the years 2015 through to 2017 and possibly extending into 2018. 
 
The CEC submits that the Failed Installation charge should be increased to $71 to reflect the increase in 
the cost of attendance at the customer premises. 
 
Failed Installation Charge  
 
BC Hydro recommends a failed service installation charge in the amount of $65.00 which is composed of 
a $55 cost of attending at customer premises to provide an installation, and a $10 charge for call centre 
costs.  The CEC submits that the other component of $10 for call centre costs is appropriate in that it is 

                                                           
35 Exhibit B-11, CEC 2.7.1 
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based on the average call centre call length of about 5 minutes, accounts for productive ‘talk time’, non-
productive time and represents incremental costs related to failed installations.   The CEC recommends 
that the BCUC incorporate CEC’s revised cost of meter installation ($61) as the proxy for attendance and 
re-set the rate to $71.  
 
The CEC notes that if the Failed Installation Charge is established so that it under-recovers the actual 
costs, then BC Hydro would expect that the under-recovery would go to BC Hydro’s bottom line unless 
they were able to record it in a regulatory account36. In either case, the responsibility for the under-
recovery would be borne by those who did not contribute to the costs.   
 
12. Bonbright Principles of Rate Design 
 
The CEC submits that, as in any rate application, the Bonbright principles are key considerations for the 
BCUC and should accordingly be considered with respect to the Meter Choice charges. As discussed in 
the BCUC decision on FEU Common Rates, Amalgamation and Rate Design: 
 
“‘[i]n any rate design application review, including the 2008 Residential Inclining Block Decision, the 
Commission is guided by the eight Bonbright principles which can be described as follows: 
 

“Principle 1: Recovery of the revenue requirement;  
  Principle 2: Fair apportionment of costs among customers (appropriate cost  
  recovery should be reflected in rates);  
  Principle 3: Price signals that encourage efficient use and discourage  
  inefficient use (consideration of social issues including environmental and  
  energy policy);  
  Principle 4: Customer understanding and acceptance;  
  Principle 5: Practical and cost-effective to implement (sustainable and meet  
  long-term objectives);  
  Principle 6: Rate stability (customer rate impact should be managed);  
  Principle 7: Revenue stability; and  
  Principle 8: Avoidance of undue discrimination (interclass equity must be  
  enhanced and maintained).”  
 

(Source: James C. Bonbright, Principles of Public Utility Rates, Columbia University Press, 1961)’’37 
 

The CEC provides the following view the Bonbright principles and submits that the BCUC should consider 
the BC Hydro application in light of the following considerations: 
 
Principle 1: Recovery of the revenue requirement 
  
The CEC notes that recovery of the revenue requirement is a primary objective of ratemaking policy as 
discussed in Bonbright et al38.  The CEC submits that, as a key objective, it is critical that the Commission 
undertake to recover the full revenue requirement from the Meter Choice program participants. The 

                                                           
36 Exhibit B-11, CEC 2.9.1 
37 BCUC FEU “Common Rates, Amalgamation and Rate Design Decision” , 2012 page 19 
38 (Bonbright et al. Principles of Public Utility Rates, 2ndedition, Public Utilities Reports, Inc. Arlington, Virginia,  
1988, (Bonbright et al.) pp. 384-385) Cited in BCUC FEU “Common Rates, Amalgamation and Rate Design Decision” 2012 page 19 
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CEC submits that in doing so it is imperative that the Commission utilize the best information available 
to it as to the totality of costs that are likely to accrue. 
 
The CEC submits that the Meter Choice program may come at an additional cost to non-Meter Choice 
participants through the reduction of SMI short and long term benefits such as in extending the viability 
of theft through the use of Legacy meters.  The CEC submits that the proposed charges by BC Hydro may 
not result in an appropriate recovery of the revenue requirement from Meter choice customers but will 
be ultimately be undertaken by all customers. The CEC submits that the Commission does not have 
sufficient information on the record to estimate and allocate these costs and therefore they cannot be 
included at this time. However, as the Commission considers arguments with regard to appropriate 
meter choice costs it should keep in mind that the loss of benefits is exclusively an additional cost. The 
Commission in making judgments should be cautious to balance any uncertainty with respect to the 
appropriate meter choice charges with the certainty (though not quantified) of costs related to the loss 
of SMI benefits. 
 
The CEC notes that if some costs, such as the Failed Installation Charge is established so that it under-
recovers the actual costs, then BC Hydro would expect that the under-recovery would go to BC Hydro’s 
bottom line unless they were able to record it in a regulatory account39. 
 
Principle 2: Fair apportionment of costs among customers (appropriate cost recovery should be reflected 
in rates);   
 
The CEC submits that fair apportionment of costs among customers is a key issue in this instance and 
that ‘fair apportionment’ is to fully allocate the costs of the Meter Choice program to its participants.  As 
identified in Exhibit B-5, BCUC Question 7 “Decisions from this Commission have normally adhered to 
the regulatory principle of fairness in cost allocation, which means that those causing costs should be 
responsible for paying for them”.  The CEC submits that it is incumbent upon the BCUC to ensure that all 
costs related to the Meter Choice program are appropriately attributed to program participants and that 
no direct costs remain to be recovered from non-participants which will occur otherwise.  In response to 
BCPSO BC Hydro states that ‘As per Direction No. 4 program costs, investigation costs and infrastructure 
costs not recovered from the Meter Choices Program customers would be recovered from all customers 
as would the ‘costs incurred with respect to the installation and operation of, and services related to, 
smart meters’.40 The CEC submits that the BCUC must be cautious not to subsume the interests of the 
1.8 million ratepayers who participate in the Smart Meter program to those who participate in the 
Meter Choice program.   
 
The CEC submits that full allocation of costs should include several costs of the Meter Choices Program, 
that have not been included in BC Hydro’s proposed rates such as costs for communication over and 
above those included in the account processing charge.  The charges proposed by BC Hydro were 
developed to recover the incremental costs of the Meter Choices program from those customers who 
choose that program41  and all costs are fully incremental arising solely as a result of offering the meter 
choices to eligible customers42.   
 

                                                           
39 Exhibit B-11, CEC 2.9.1 
40 Exhibit B-11, BCPSO 2.5.1 
41 BC Hydro Final Submissions page 6 
42 BC Hydro Final Submissions page 6 
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However, BC Hydro also states that customer communications costs in excess of what is recovered by 
the charges in the account processing will be recorded in the SMI Regulatory Account,43 and that the 
costs recorded in the SMI Regulatory account will be recovered from all ratepayers. Regulatory costs are 
estimated to be in the neighbourhood of $0.25 million and communication charges are estimated to be 
in the neighbourhood of $1.25 million44.   The CEC recommends that the BCUC undertake to adjust the 
rates proposed by BC Hydro and those by the CEC to include communication costs in establishing the 
Meter choice program and include them in rates to be recovered from program participants.  
 
Principle 3: Price signals that encourage efficient use and discourage inefficient use (consideration of 
social issues including environmental and energy policy);  
 
The CEC submits that the issue of price signals with respect to efficient use of energy is relevant with 
respect to the importance of promoting such energy efficiencies as are, and may be available through 
the use of smart meters.  Nevertheless, the CEC agrees with BC Hydro’s proposal to calculate rates on a 
Cost of Service basis which are not designed to incent eligible customers to select a smart meter or radio 
off meter in preference to a legacy meter.  
 
However, the CEC submits that reflecting the longer term likely cost of the Meter Choice program is 
essential to providing appropriate price signals to customers.    
 
Principle 4: Customer understanding and acceptance;  
 
The CEC submits that BC Hydro’s proposed charges are appropriately understandable as being 
developed from a cost of service basis. The CEC submits that while customer acceptance is clearly at 
issue in this proceeding, it has been appropriately met in that the cost recovery is directed by the 
provincial government.  
 
The CEC submits that pre-established inclining rates for the Meter Choice program will provide 
significantly greater customer understanding. 
 
Principle 5: Practical and cost-effective to implement (sustainable and meet long-term objectives);   
 
The CEC submits that BC Hydro’s proposed charges are practical and cost-effective to implement for the 
2014 period, but that pre-established increases based on the best available information to the 
Commission would result in an appropriate price signal to customers and a reduced regulatory burden in 
the future for all other customers.  
 
Principle 6: Rate stability (customer rate impact should be managed);   
 
BC Hydro recommends that the proposed charges ‘be established on a permanent basis and updated in 
a future application in the normal course of business”45 
 
BC Hydro states that ‘a level of rate stability and predictability is appropriate for these charges and that 
they should not be updated too frequently”46  Additionally, BC Hydro notes that the ‘regulatory costs of 
                                                           
43 Exhibit B-11, CSTS 2.10 
44 Exhibit B-11, CEC 2.7.1 

45 BC Hydro Final submission page 16 
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a stand-alone application for approval to update the charges would eclipse any benefit of the 
updating”47 
 
BC Hydro however, also submits that “With the decline in participation over time, costs per participant 
may increase.  However, it is a somewhat separate issue whether the standard charges should be also 
increased, and if so, how often they should be increased’.  
 
The CEC agrees with BC Hydro that it is appropriate for the Commission to provide stability and 
predictability for the charges, and that stand-alone regulatory proceedings would be inappropriate to 
update the charges.  The CEC disagrees however, with BC Hydro that rate stability and predictability 
require that the proposed charges be established on a permanent basis without further updating.   The 
CEC submits that given that the participation rates, will, by necessity, decline significantly over time, and 
that cost increases are predictable to that extent, that it is appropriate for the Commission to provide a 
pre-established inclining rates to reflect those increases.   
  
Principle 7: Revenue stability;   
 
The CEC submits that the revenue stability principle is not a significant issue for this case. 
 
Principle 8: Avoidance of undue discrimination (interclass equity must be enhanced and maintained).”  
 
The CEC recognizes that the cost of the Meter Choice program may be significant for customers, but 
notes that it is a voluntary charge and should therefore not be addressed in the issue of discrimination.  
The CEC agrees with BC Hydro that it would be inappropriate to incorporate discounts for low income or 
self-identified disabled customers in that such an approval would be an unusual occurrence48, would set 
precedence for other services and that such financial assistance is more reasonably undertaken directly 
through government programs49.   
The CEC submits that it remains appropriate that Meter Choice customers recover their full costs as 
directed by the provincial government.   
 
13. Other Issues 
 
Meter Self-Read 
 
The CEC accepts BC Hydro’s submission that a meter ‘self-read’ program is neither practicable nor cost-
effective for the reasons outlined in pages 8 – 11 in the Final Submissions.50  The CEC submits that BC 
Hydro is fulfilling its obligations to offer a Meter Choices program to eligible customers that recovers 
costs from those participating, and that it is not the responsibility of the utility nor the ratepayer to offer 
further service specialization.  
 

                                                                                                                                                                                           
46 BC Hydro Final Submission page 16 
47 BC Hydro Final Submission page 16 
48 BC Hydro Final Submission page 7 
49 BC Hydro Final Submission page 7 
50 BC Hydro Final Submission pages 7-11 


