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Attn: Erica Hamilton, Secretary 
By Web Posting 
 

Dear Madam: 

Re: British Columbia Hydro and Power Authority 
F2012-F2014 Revenue Requirements Application 
Project No. 3698622/Order G‐40‐11 

These are the submissions of the intervenors B.C. Sustainable Energy Association and the Sierra 
Club of British Columbia pursuant to the Revised Amended Regulatory Timetable set out in the 
Commission’s March 31, 2011 letter (Exhibit A-7). These submissions respond to BC Hydro’s 
April 8, 2001 letter (Exhibit B-5), the Commission’s April 8, 2011 letter to BC Hydro (Exhibit 
A-8), and BC Hydro’s April 11, 2001 letter to the Commission (Exhibit B-6). BCSEA and SCBC 
speak in this proceeding for their members, many of whom are BC Hydro residential ratepayers. 

Interim rates and rate rider going forward 
BCSEA, et al. propose that the Commission order an interim average rate increase of 8.23%, and 
a Deferral Account Rate Rider (DARR) of 5%, effective May 1, 2011, for the following reasons. 

First, BCSEA, et al. are very concerned that the immediate status quo – a 0% F2012 interim rate 
increase and continuation of the 2.5% rate rider – would be totally inadequate if continued until 
BC Hydro files a revised F12-F14 RRA. BCSEA, et al. agree with BC Hydro’s statement on 
page 2 of Exhibit B-5: 

In BC Hydro’s submission it is apparent that not increasing the current interim 
rates by some amount pending the filing by BC Hydro of any consequential 
amendments to the Application will exacerbate the tensions between the 
objectives of maintaining intergenerational equity, minimizing rate shock, and 
maximizing rate stability (all of which would cause the BCUC to increase rates by 
some amount now, rather than by a greater amount later) and not subjecting 
customers to a higher interim rate increase than is equitable in these unusual 
circumstances.  

Second, BC Hydro’s proposed 8.23% interim rate increase can be understood, in the context, as a 
evidence of BC Hydro’s rough estimate of the size of the revised F2012 rate increase that it will 
propose in the revised RRA no sooner than August of this year. Granted, it is unknown exactly 
what the government review panel will recommend, or what BC Hydro’s revised application will 
propose. However, the 8.23% figure is the best evidence available to the Commission at this 
time.  
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Third, it should be noted that the actual F2012 revenue requirement according to the filed 
evidence translates to an F2012 rate increase of 13.89%,1 which would have been reduced to 
9.53% only because of BC Hydro’s yet-to-be-approved proposal to push revenue from F2012 
into F2013 and F2014. In other words, an interim increase of 8.23% in F2011 would be 
substantially less than the increase that would be required for F2012 ratepayers to pay for 
Hydro’s F2012 revenue requirement absent the proposed rate smoothing mechanism. 

Fourth, the rate rider should go up to 5% (from the current 2.5%). A rate rider of 5% accords 
with the Commission-approved2 Deferral Account Rate Rider table shown in Table 7-3 of the 
Application,3  based on a September 2010 net balance of greater than $500-million.4   

It is acknowledged that the DARR clearing mechanism proposed by BC Hydro and accepted by 
the Commission includes a provision that “should BC Hydro at any time consider a deviation 
from the table is warranted due to special circumstances it would file an application for approval 
of such deviation.”5  Further, it is noted that the Commission–approved F2011 Negotiated 
Settlement Agreement provides that BC Hydro will propose an F2012 rate rider based on ten-
year amortization (which BC Hydro says corresponds to the status quo 2.5% rate rider); that 
other parties in the next RRA proceeding (i.e., the present F12-F14 RRA proceeding) are not 
precluded from advancing other views regarding deferral account clearing mechanisms; and that 
BC Hydro will address the increases in the DA balances and the experience with the current 
DARR adjustment mechanism.6  

In the present proceeding, BC Hydro proposed a 2.5% rate rider for F2012, in compliance with 
its commitment in the F11 RRA NSA. However, BC Hydro’s analysis of deferral account 
clearing mechanisms leads it to conclude that a longer-amortization alternative would not be 
satisfactory. Hydro concludes that the table DARR mechanism approved in the F09-F10 RRA 
Decision meets the criteria of maintaining the total net balance in the deferral accounts in the 
range of plus or minus $500 million and reaching a zero balance at least once in the next 20 
years.7  Consequently, BC Hydro proposes that the deferral account rate rider for F2013 and 
F2014 be based on the table DARR mechanism – subject, notably, to BC Hydro’s proposed 10% 
cap on average net annual bill increase.8   

BCSEA-SCBC respectfully submit that the Commission should set the rate rider going forward 
(May 1, 2011 being the proposed effective date) according to the pertinent facts and principles 

                                                           
1 Exhibit B-1, p. 7-24, line 20. 
2 F2009-F2010 RRA Decision, BCUC Order No. G-16-09, Reasons for Decision, March 13, 
2009, p.172. 
3 A copy is provided as an appendix, for convenience. 
4 The September 30, 2010 deferral account balances were $766.8-million. Recited in Provision 
9(i) of the F11 RRA NSA, quoted at F12-F14 RRA Application, Appendix H, p.1 of 11. 
5 F2009-F2010 RRA Decision, BCUC Order No. G-16-09, Reasons for Decision, March 13, 
2009, p.171. 
6 Provision 9(i) of the F11 RRA NSA, quoted at F12-F14 RRA Application, Appendix H, p.1 of 
11. 
7 Appendix H, pp.10-11. 
8 Application, p.7-8. 
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and not according to BC Hydro’s negotiated commitment to propose an artificially low rate rider 
for F2012.  

Further, BCSEA-SCBC respectfully submit that the pertinent facts and principles include the 
following: 

• The high and rising net balance of the BC Hydro deferral accounts is of serious concern.9 

• The existing, Commission-approved table DARR mechanism is satisfactory, and there is 
no evidence, at this point in the proceeding, of an alternative clearing mechanism that 
would be satisfactory, let alone superior to the table DARR mechanism. 

• According to the table DARR mechanism the rate rider for F2012 would be 5%, because 
the September 30, 2010 net balance of $766-million exceeds $500-million. 

• Setting the F2012 rate rider at 5% (up 2.5 percentage points), in combination with an 
average net increase of 8.23%, would not materially exceed BC Hydro’s proposed 10% 
bill impact cap.10   

Future process within the F12-F14 RRA proceeding 
In its April 8, 2011 letter to BC Hydro (Exhibit A-8), the Commission asks if BC Hydro was 
proposing that the regulatory timetable be suspended pending the anticipated amendments to the 
Application. BC Hydro’s April 11, 2011 response (Exhibit B-6) is to the effect that it is not 
asking for a suspension of the proceeding and that there may be merit in allowing a round of 
information requests to continue as per the regulatory timetable. In its April 12, 2011 
submission, BCOAPO et al expresses opposition to continuation of the IR process. 

BCSEA-SCBC’s view is that the most important factor is that the F12-F14 RRA proceeding not 
be subject to any unnecessary additional delays when it resumes after BC Hydro files the 
amended application (no sooner than August 2011).   

In terms of BCSEA-SCBC’s own first round information requests, deferring “IR1” until after the 
amended application is filed would not likely add materially to the length of the proceeding. 

However, if the Commission was to determine that the staff’s IR1 could be usefully proceeded 
with despite the anticipated future amendment of the Application, and that this would save time 
later in the proceeding, then BCSEA, et al. would support going ahead with the first round of 
information requests.  

                                                           
9 Concern about the large size of the net balance of BC Hydro’s deferral accounts was expressed 
by the Commission in a letter to the negotiated settlement process parties during the F2011 RRA 
proceeding. And, concern about the effectiveness of the deferral account clearing mechanisms is 
implicit in the B.C. Auditor General’s March 3, 2011 letter to BC Hydro (Exhibit A2-9). 
10 BC Hydro would have to calculate the precise annual net average bill impact, taking into 
account compounding and the one-month period of no general rate increase or rate rider increase.  
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Procedural conference scheduled for April 20, 2011 
BCSEA, et al. favour maintaining the scheduled procedural conference on April 20.  

 

Yours truly, 

William J. Andrews 
 

 
 

Barrister & Solicitor 

cc.  Distribution List by email 
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