
 
LF/COPE/ORGN/BCUC/BCH 

January 27, 2012 

B.C. Utilities Commission 

Box 250, 900 Howe Street 

Sixth Floor 

Vancouver, BC  V6Z 2N3  

Attention Alanna Gillis, Acting Commission Secretary 

 

via email:  commission.secretary@bcuc.com 

 

Dear Mesdames/Sirs: 

 

Re: British Columbia Hydro and Power Authority  

Project No. 3698622/Order G-40-11  

F2012 to F2014 Revenue Requirements Application 

 

These are the submissions of COPE 378 in response to Exhibit A-22, concerning interim rates 

for BC Hydro in F2013.  We submit that the Commission should approve an interim rate 

increase, effective April 1, 2012, which i) provides the utility with the opportunity to more 

adequately recover its actual revenue requirements, and ii) is premised upon an approach to 

the utility’s deferral accounts which is viable beyond the applied-for test period and which is 

in accordance with regulatory principle and legal requirements. 

 

We will argue that, if the utility elects not to avail itself of the interim increases approved by 

the Commission, it should do so subject to the understanding that it may not look to 

ratepayers to make good the predictable under-recovery of revenues, whether during or 

beyond the test period, and that the natural consequences of any such election shall be borne 

by its shareholder. 

 

The “agreement” wrested from BC Hydro by the government, to apply for increases 

substantially short of its real needs, confronts the Commission and ratepayers with a dilemma.  

It turns BC Hydro’s rates into a kind of Ponzi scheme where the cost of unrealistic short-term 

promises to participants is being postponed with a vague notion of collection from those who 

will follow. 

 

The Commission and ratepayers have a choice between enjoying the proffered short-term 

reprieve from looming increases (putting them off for a compounded hit when the scheme has 

run its course and payment must be exacted) or taking the real world into account by 

accepting short-term increases which reflect the realities of the situation in which we all find 

ourselves.  We are situated at the front end of a prolonged period of steep rate increases, built 

into BC Hydro’s long-term cost structure mainly due to the combined impact of years of 

putting off investments into the utility’s infrastructure, and of more recent government energy 

policy which relies upon ratepayers to finance a brave vision of a British Columbia “clean 

energy powerhouse” which by all accounts has failed to materialize. 
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But there is no pain-free solution to that situation.  However BC Hydro may nibble away at 

the edges by cutting staff and putting off projects, the looming costs must be borne by 

ratepayers, or by the provincial treasury, or by a combination of the two.  Avoiding pain today 

would inexorably set up an unmanageable scenario after we slide our way through the test 

period.  The prescription agreed upon between BC Hydro and the government may postpone 

the accounting until after the mandate of the current administration, but in a year and a half 

the Commission will still be here, and so will ratepayers, trying to cope with the impact of the 

“agreement”. 

 

BC Hydro’s proposed interim rate increase of 3.91% to all its rate schedules except RS 1901 

(DARR) which it proposes to retain at its current level of 2.5% flies in the face of rationality 

and regulatory principle.  COPE378 submits that the Commission should approve a 

substantially larger interim increase for April 1, 2012. 

 

Interim Rates in Canada: Regulatory Background 

 

As we pointed out in Exhibit C20-10, the issue facing the Commission is unique:  the utility 

has not applied for enough revenue to meet its needs, and has proposed to defer enormous 

amounts and reduce the amortization of existing deferral accounts, effectively pushing a 

substantial portion of its current revenue requirement into indeterminate future fiscal years.  

The applied-for interim rates are too low, by a large measure.  The issue is whether they 

should be increased, not rolled back in relation to the application. 

 

This conundrum sets the usual regulatory analysis somewhat on its head.  However, we can 

obtain some guidance from past practice and articulated policy. 

 

The practice of allowing utilities to implement their proposed rate increases on an interim 

refundable basis pending the outcome of the regulatory process has become accepted in 

Canada.   This Commission possesses the jurisdiction under s. 90(2) of the Utilities 

Commission Act to approve interim rate increases, which are in the usual course subject to 

refund with interest should the rates prove to have enabled the utility to recover more than 

the Commission’s final decision ultimately allows.  

 

In Decision 2005-099, ATCO Gas 2005-2007 General Rate Application - Interim Rate 

Application (copy attached), the Alberta Energy and Utilities Board set out an analysis of the 

factors a regulator should take into account when considering an application to approve 

interim rates.  Beginning half-way down page 7 of the decision: 

 

The foregoing excerpts reference a number of factors that the Board has employed in 

evaluating an application for an interim rate increase. These factors can be grouped 

into two categories, those that relate to the quantum of, and need for, the rate increase 

and those that related to more general public interest considerations.  

 

Quantum and need factors are those which relate to the specifics of the requested rate 

increase and include:  

 

• The identified revenue deficiency should be probable and material  
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• All or some portion of any contentious items may be excluded from the 

amount collected  

• Is the increase required to preserve the financial integrity of the applicant or to 

avoid financial hardship to the applicant?  

• Can the applicant continue safe utility operations without the interim 

adjustment?  

 

 If all or a portion of the suggested rate increase appears appropriate after a 

consideration of the quantum and need factors, the Board must assess certain general 

public interest factors to see if a rate increase is justified, these include: 

 

• Interim rates should promote rate stability and ease rate shock  

• Interim adjustments should help to maintain intergenerational equity  

• Can interim rate increases be avoided through the use of carrying costs?  

• Interim rate increases may be required to provide appropriate price signals to 

customers  

• It may be appropriate to apply the interim rider on an across-the-board basis  

 

The Board recognizes that the above listed considerations may be given different 

weighting depending on the specific circumstances surrounding each application. The 

Board has considered the above factors in its deliberations.  

 

This extract is quoted and followed in AEUB Decision 2007-110, ATCO Pipelines 2008 

Interim Rates.  We submit that it provides a good synopsis of the proper regulatory principles 

applicable to interim rate-setting. 

 

The peculiarity of the situation facing the Commission in this BC Hydro application is 

illustrated, for example, by the fact that here, “rate stability” and the mitigation of “rate shock” 

call for a higher interim rate, not a lower one, in order to help smooth out the forward curve 

projected to rise strongly over the next several years, and avoid an enormous bump when 

reality comes crashing home after the test period.  Many of the usual factors are similarly 

stood on their heads by the anomalous problem this application poses.  The “contentious” 

issues lie in the sufficiency of the proposed rates, and the “financial integrity” of the utility is 

clearly cast into uncertainty. 

 

The issue in BC Hydro’s F2012/4 RRA 

 

As we pointed out in Exhibit C2-10, “[H]ere, uniquely, the potential problem is under-

collection. The real issue is whether the final rate increase should be greater than what BC 

Hydro has applied for”.  The general implications of the Commission granting inadequate 

interim rates were spelled out in that Exhibit, which gave rise to the Commission’s call for 

submissions on point: 

 

“… the realistic possibilities, as we see the situation, are that either the applied-for 

increases will be approved on a final basis, or the Commission will reject some of BC 

Hydro’s proposed deferrals. . . . and order final rate increases which are greater than 

those sought in the Amended Application. 
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“In the latter scenario, we submit that there are few if any realistic options for BC 

Hydro to compensate for the under-collection of revenues between the start of the 

fiscal year and the implementation date of the final rates, unless the shareholder were 

to absorb the resultant loss. 

 

“That is because the only other mechanism would be a surcharge on ratepayer 

accounts for the balance of the test period, over and above the difference between the 

interim rate and the final rate. That is to say, in addition to paying the “right” rates for 

the year, they would also have to make up for lost time in BC Hydro’s collection of the 

revenues which the Commission has determined it requires. Failing that, the lost 

revenues would have to be deferred.” 

 

BC Hydro’s amended application 

 

COPE 378 has noted a number of instances where BC Hydro has amended its original 

application in order to comply with an “agreement” (Exhibit B-1, p. 1-12 et passim) it purports 

to have struck with “government” whereby BC Hydro would restrict its applied-for rate 

increases in both F2013 and F2014 to 3.91% across the board, with the exception of its 

Deferral Account Rate Rider (DARR) otherwise referred to as Rate Schedule (RS) 1901 which 

would remain unchanged throughout F2013 and F2014 at 2.5%. 

 

These instances include the following: 

 

• BC Hydro’s proposal of an  addition to the NHDA in each of the three test years( 

F2012 of $ 103.2 million); 

• BC Hydro’s  proposal to extend the amortization period for DSM expenditures from 10 

years to 15 years commencing in F2012; 

• BC Hydro’s proposal to amend upwards  the Trade Income forecasts in each of the 

three test years over its original application; 

• BC Hydro’s proposal to defer a significant amount of costs relating to its Smart Meter 

Initiative (SMI) in the test period, not just with respect to the implementation of SMI 

itself but also apparently with respect to its existing stock of revenue meters; 

• BC Hydro’s proposal to incur and defer outsourcing implementation costs in the test 

period; and 

• BC Hydro’s proposal to maintain RS1901 at 2.5% throughout F2013 and 2014. 

 

We will briefly address each of these in turn. 

 

BC Hydro’s proposal of an addition to the NHDA in F2012 of $ 103.2 million 

 

BC Hydro states that “[T]he increase in the forecast Cost of Energy in the F2012 to F2014 

period .... is primarily due to an increase in forecast energy sales and an increase in the 

forecast volume of IPP purchases” and “the additional amounts that BC Hydro is proposing to 

defer related to the increase in the forecast net Cost of Energy are $65.9 million in F2012, 

$103.2 million in F2013 and $46.2 million in F2014. As in previous years, BC Hydro is 

proposing that these additional deferrals be included in the Non-Heritage Deferral Account 

(NHDA)” (Exhibit B-1, p.1-15). 
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COPE378 submits that BC Hydro’s proposal to add to the NHDA in F2013 additional energy 

costs of serving its customers in F2013, before F2013 has even begun, is an egregious mis-use 

of the deferral account principle and should be disallowed by the Commission.  The amount 

of $103.2 million should be included in BC Hydro’s F2013 presumptive Revenue 

Requirement, for the purposes of analyzing the appropriate level of interim rates, and should 

be recovered from customers in F2013, first on an interim refundable basis and subsequently 

on a final basis. 

 

Special Direction HC2 directs the Commission as follows: 

  

Deferral accounts 

 

7  When regulating and setting rates for the authority, the commission: 

(a) must allow the authority to establish one or more accounts to reflect and record 

variances between  

(i)  the heritage payment obligation and the authority's forecast of the heritage 

payment obligation, and  

(ii)  the trade income and the authority's forecast of trade income. 

. . .  

(c)  must set or regulate the authority’s rates in such a way as to allow the deferral 

accounts to be cleared from time to time and within a reasonable period of time 

 

With respect to subsection 7(a), COPE378 submits that HC2 requires that the deferral 

accounts must collect experienced variances between forecast and actual and not differences 

between original and amended applications that are made before the fact. 

 

BC Hydro’s proposal to extend the amortization period for DSM expenditures from 10 years 

to 15 years 

 

BC Hydro states that its change to the DSM amortization period from 10 years to 15 years will 

reduce F2013 Revenue Requirement by $38.7 million. It offers little evidence in its amended 

application to support this assertion, which will undoubtedly be tested by interveners during 

the course of the proceedings. 

 

COPE378 wishes to remind the Commission that in its 2008 LTAP application BC Hydro 

specifically sought the following item of relief from the Commission: 

 

That the Commission endorse that the DSM period remain at 10 years (BC Hydro 

Argument p. 7) 

 

In response to a Commission IR, BC Hydro stated: 

 

BC Hydro’s use of the term “endorsement” is consistent with BC Hydro’s use of that 

term in its 2006 IEP/LTAP Argument: “BC Hydro’s use of the term ‘endorsement’ is the 

equivalent of counsel for JIESC’s use of the term ‘codification’ at Transcript 17, page 

2654, lines 5-12. BCUC endorsement would create a presumption in favour of, for 

example, the use of nominal weighted average cost of capital of eight per cent. The 

presumption could be set aside by BC Hydro or intervenors (sic) based on a clear case 
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showing changed circumstances or appropriateness” (BC Hydro 2006 IEP/LTAP 

Argument, page 7, footnote 20).  

 

While in its reasons for decision the BCUC typically provides commentary on many 

aspects of a filing beyond the applied for Order, the BC Hydro-requested 

endorsements in the 2008 LTAP set out at page 1-3 are made to provide greater 

certainty for future filings, and to provide efficiency to the regulatory review process” 

(Exhibit B-3, BCUC 1.4.1). 

 

At page 162 of its 2008 LTAP decision the Commission endorsed a 10 year amortization 

period.  

 

COPE378 submits that “a clear case showing changed circumstances or appropriateness” for 

changing the DSM amortization period has not been made, and submits that it is appropriate 

for the Commission to establish interim rates for BC Hydro for F2013 that reflect the 10 year 

DSM amortization period that the Commission endorsed in 2009. 

 

BC Hydro’s increase in the Trade Income forecast 

 

In its amended application BC Hydro states that “[I]n the Amended F12-F14 RRA, forecast 

Powerex net income has been increased to $133 million in F2012 and $113 million in F2013 

and F2014.  These forecasts are reflective of the actual average Powerex net income over the 

last five years.  Using a five-year average as the basis of forecasting Powerex net income is 

reasonable given the year-to-year volatility in market conditions” (Exhibit B-1, p.8-11). 

 

This assertion replaced the following statement in the original application: 

 

 “[F]orecast Trade Income in the test period is in the range of $70 million to $80 

million per year primarily as a result of low electricity market prices due to low natural 

gas prices driven by abundant supply. Other factors affecting the lower forecast Trade 

Income are the reduced flexibility in the BC Hydro generation system as BC Hydro 

integrates intermittent resources, excess generating capacity in key markets and the 

appreciation of the Canadian dollar” (Exhibit B-1, p.8-11). 

 

COPE378 submits that it is probably not lost on the Commission that, should the increase in 

forecast Trade Income for F2102 fail to come to pass, then the shortfall will find its way into 

the TIDA and be recovered from BC Hydro’s customers in future years through RS1901, and 

that this is a somewhat desperate way of reducing revenue requirement, on paper at least, to 

the 3.91% target in compliance with BC Hydro’s agreement with the government. 

 

We also note that there are ominous signs that regulatory changes in the State of California, 

including the rules attached to its new cap-and-trade regime, could have very serious 

consequences for BC Hydro exports of electricity into that market.  On that point, Appendix A 

to this submission is the text of a January 4, 2012 article in the Vancouver Sun. 

 

COPE378 submits that the entire amount of the forecast increase of $39.0 million should be 

excluded from the calculation of an appropriate interim rate increase; at least until such time 
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as the totally conflicting nature of BC Hydro’s explanatory statements can be examined in 

more detail. 

 

BC Hydro’s proposal to defer a significant amount of costs relating to its Smart Meter Initiative 

(SMI) in the test period, not just with respect to the implementation of SMI itself but also 

apparently with respect to its existing stock of revenue meters 

 

BC Hydro proposes to defer an amount of $160.4 million in F2013 relating to SMI comprising 

the following costs: 

Description Reference (Exhibit B-1) $millions 

Operating costs Amended Table 7-4 50.4 

Amortization of new meters Amended App A. Sch 2.2 32.4 

Accelerated amortization of 

existing meters 

Page 7-24 27.3 

Financing charges Amended App A. Sch 2.2 22.8 

Return on equity Amended App A. Sch 2.2 17.1 

Interest Amended App A. Sch 2.2 10.4 

Total  160.4 

 

 

COPE378 submits that these amounts may, in part, relate to service that is being provided to 

BC Hydro’s customers in F2013 and thus should not be deferred, but that at this time BC 

Hydro has not provided enough detail for COPE378 to evaluate one way or the other.  Any 

determination by the Commission that part of this amount should not be deferred will 

increase BC Hydro’s F2013 Revenue Requirement. 

 

BC Hydro’s proposal to incur and defer outsourcing implementation costs 

 

BC Hydro states that “[A]s part of the plan to achieve rate increases of 8 per cent in F2012 and 

3.91 per cent in F2013 and F2014, BC Hydro is proposing the establishment of a regulatory 

account (the Outsourcing Implementation Costs Regulatory Account) to defer the costs of 

implementing new outsourcing arrangements for the services previously outsourced to ABS 

[Accenture Business Systems Inc] under the Amended Master Services Agreement. BC Hydro 

forecasts that the costs of implementing the new outsourcing arrangements will be $16.3 

million in F2012, $10.8 million in F2013 and $3.6 million in F2014” (Exhibit B-1, p. 7-31). 

 

COPE378 submits that this is another instance where what BC Hydro says in the Amended 

Application is inconsistent with the data in the original one. The original Application 

contained no reference whatsoever to new outsourcing arrangements nor does it project a 

cost of such “arrangements” in excess of $30 million. 

 

COPE 378 submits that BC Hydro has not provided even a prima facie justification for 

incurring such a large cost with such dubious benefit, which never even made it into the 

original Application. 

 

Until the parties have had an opportunity to test the need for such arrangements and to 

examine the rationale for committing and deferring over $30 million to implement them, 
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COPE378 submits that they be expensed as incurred and recovered in rates from BC Hydro’s 

customers, failing which they should be determined to be for the account of the shareholder. 

 

At a bare minimum, if Hydro is able to demonstrate some plausible justification for incurring 

this expense, and some plausible justification for moving it into a regulatory account, COPE 

378 submits that the amortization of any such account should commence as soon as the 

contracts come into operation, so that the cost and the alleged benefit at least coincide.  

Anything less simply shuffles current cost onto the backs of future ratepayers in order to satisfy 

short-term political expediency. 

 

BC Hydro’s proposal to maintain RS1901 at 2.5% throughout F2013 and F2014 

 

Background 

 

In its F2009/10 RRA, the Commission approved BC Hydro’s proposed methodology to 

establish the percentage to be applied by RS1901, and found that “the estimated amortization 

period of 4–6 years is reasonable” (Decision at p.172).COPE378 notes that interveners (with 

the sole exception of the CEC) supported BC Hydro’s proposed methodology. 

 

In the Decision the Commission noted that “[S]hould BC Hydro at any time consider that a 

deviation from the table is warranted due to special circumstances, it would file an 

application for approval of such deviation (Exhibit B‐1, p. 6‐9). BC Hydro confirmed that there 

would be an opportunity for Intervenors to review and comment on any such applications 

(T5:731‐732)” (Decision at p.171). 

 

The Commission approved the following table, proposed by BC Hydro, to establish the 

appropriate rate of amortization of the DARR at various ranges of negative or positive balance: 
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(Table at Decision p. 170, approval by Commission at p. 172). 

 

In addition, as we have pointed out, s. 7(c) of HC2 obliges the Commission to “set or regulate 

the authority's rates in such a way as to allow the deferral accounts to be cleared from time to 

time and within a reasonable period of time”. 

 

In its original application, BC Hydro sought the following relief: 

 

  “The setting of the DARR at 2.5 per cent effective April 1 1, 2011 and the setting  of 

the DARR effective April 1, 2012 and April 1, 2013 in accordance with Table 7-3 [the 

table approved by the Commission in its  F09/F10 RRA Decision, whereby the  level of 

the DARR to be effective on April 1 of a given year be based on the net balance in the 

Deferral Accounts as of September 30 of the previous year],  subject to a net bill 

increase of not more than 10 per cent in each of F2013 and F2014”. 

 

BC Hydro explains that the net bill increase is the combined effect of the average rate increase 

and the change in the DARR. 
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In its amended Application BC Hydro sought the following relief: 

 

“In lieu of the above, the setting of the DARR at 2.5 per cent effective April 1, 2011 

and continuing at 2.5 per cent until amended by further order of the BCUC no earlier 

than April 1, 2014” (Exhibit B-1, p .1-42). 

 

BC Hydro explains that “[A]s part of the plan to achieve rate increases of 8 per cent in F2012 

and 3.91 per cent in F2013 and F2014, BC Hydro is proposing that the Deferral Account Rate 

Rider remain at 2.5 per cent for the F2012 to F2014 period” (Exhibit B-1, p.2-10).  

 BC Hydro states that the 2.5% DARR will recover $94.3 million in F2013 (Exhibit B-1, 

Amended Appendix A, Sch 2).  

 

BC Hydro files its deferral account  report for the quarter ended September 30, 2011 (which 

would normally determine the percentage to be applied by RS1901 at April 1, 2012) showing 

aggregate balance on the energy deferral accounts to be $766.8 million (Exhibit B-1, 

Appendix P). 

 

BC Hydro’s amended application forecasts that the unamortized balances in the three energy 

deferral accounts at March 31, 2012 will total $856.7 million and at March 31, 2013 $905.0 

million (Exhibit B-1, Amended Appendix A, Sch 2).  

 

COPE378 submits that the Commission should reject BC Hydro’s request that RS1901 be 

frozen at 2.5% until at least April 1, 2014, for the following reasons: 

 

1.  “Special Circumstances” 

 

The “special circumstances” that BC Hydro relies upon to justify departure from the 

amortization proposal approved by the Commission in Order G-16-09 appear to be the 

“agreement” reached between BC Hydro and the Review Panel. COPE378 submits that while 

it might be considered “unusual” for a Crown corporation to receive direction from a 

committee of deputy-ministers from unrelated ministries, it does not constitute a valid reason 

to seek to override the Decision of its regulator. 

 

Furthermore the “special circumstances” that BC Hydro cites, back in its original application, 

to justify departure from the amortization proposal approved by the Commission in Order G-

16-09, appear to be a reluctance to cross the threshold of a 10% rate increase.  COPE378 

submits that the threshold exists in BC Hydro’s corporate imagination only and there is no 

legislation or regulation extant in the Province that limits a rate increase to 10%. While we 

endorse realistic efforts to avoid rate increases on a scale which would inflict economic shock 

on ratepayers (as distinct from political shock on an electorate), we submit that the operative 

word is “realistic”.  Living in denial does not avoid shock in this context, but only delays and 

magnifies the inevitable. 

 

Indeed, given the combined impacts of BC Hydro’s need both to maintain its ageing assets 

and infrastructure and to comply with the Government’s energy objectives, BC Hydro’s 

customers would be well advised to prepare for double digit rate increases for many years to 

come. 
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2.  Order G-16-09 and HC2 

 

We also note that even if the “agreement” committed BC Hydro to make its pitch for the 

politically-calibrated amended rates for test period, the Commission is in no way bound by 

the agreement.  The government has ample means of binding the Commission to its 

intentions, including special directions pursuant to the Utilities Commission Act, but it has not 

chosen to do so. 

 

COPE378 notes that the table approved in Order G-16-09 is “capped and collared” at one half 

of a billion dollars – that is when the aggregate unamortized balance exceeds that amount 

(both debit and credit) the DARR percentage is capped at 5%.  

 

Assuming the need to amortize over a reasonable period of 4-6 years and assuming a linear 

relationship between the numbers on the table, COPE378 would expect the DARR percentage 

to be applied on April 1, 2012 to be 7.5% (based on the balance at September 30, 2011 of 

$766.8 million). 

 

COPE378 submits that failure to commence amortization at 5% will mean that there is no 

possibility of recovering the costs of energy already delivered to and consumed by BC 

Hydro’s customers over the “reasonable 4-6 year period” envisaged by the Commission. 

Indeed, based on the assumption of a linear relationship between the numbers on the table, 

the continued use of 2.5%, will require a period of three times the reasonable period (7.5% 

divided by 2.5%) or 12 to 18 years to amortize, and COPE378 submits that by allowing BC 

Hydro to maintain RS1901 at 2.5%, the Commission will be in breach of its obligation under 

HC2 to “set or regulate the authority's rates in such a way as to allow the deferral accounts to 

be cleared from time to time and within a reasonable period of time”. 

 

Result 

 

COPE378 submits that the interim rate increase that the Commission should grant BC Hydro 

effective April 1, 2012 should be 9.2%, calculated as follows: 

 

Item Reference $mm % 

F2013 Revenue Requirement AppA,Sch1 

cellY43 

3770.9  

Revenue at existing rates AppA,Sch1 

cellY49(*) 

3628.9  

Increase applied for  142.0 3.91 

NHDA addition New Table 1-D 103.2 2.84 

DSM amortization adjustment New Table 1-D 38.7 1.07 

Trade Income forecast increase AppA,Sch1 

cellAG36 

39.0 1.07 

Outsourcing implementation costs New Table 1-D 10.8 0.28 

Sub-total  191.7 5.28 

Adjusted Revenue Requirement  3962.6  

Increase required April 1, 2012  333.7 9.20 
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Since 9.2% is an increase that may well cause rate-payer groups serious and understandable 

concern, COPE 378 suggests that the 9.2% could be mitigated somewhat by blending it with 

the projected rate increase for F2014, which COPE378 estimates to be in the range of 2.6%-

3.0%. This would imply that an interim rate increase of approximately 6.0% might be in order 

for both April 1, 2013 and 2014. 

 

In addition, COPE378 submits that the Commission instruct BC Hydro to amend RS1901 to 

5% effective April 1, 2013 in accordance with Order G-16-09. This would recover an 

additional $94.3 million in F2012, assuming that a 5% DARR recovers twice as much as a 

2.5% DARR. 

 

Finally COPE378 wishes to point out to the Commission the dangers inherent in allowing BC 

Hydro to collect 3.91% on an interim basis while leaving RS1901 at 2.5%. They are quite 

simply that BC Hydro will under-collect almost $300 million dollars ($191.7 million plus 

$94.3 million) of revenue from its customers in F2013, and will seek to carry this amount 

forward together with all its other deferral accounts to be recovered from future year’s rates. 

 

COPE378 would have no objection to BC Hydro declining the opportunity afforded it by the 

Commission to increase its rates, if it were to be made clear to BC Hydro by the Commission 

that such a decision would result in a lower return earned by BC Hydro and a 

commensurately lower divided paid to its shareholder. However, COPE378 is not holding its 

breath. 

 

All of which is respectfully submitted. 

 

 

Yours truly, 

 

 
 

Jim Quail 

 
JQ/ks   usw2009 

 

cc: parties of record via email 
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APPENDIX A 

 

By Gordon Hamilton, Vancouver Sun January 4, 2012 9:53 AM  

California’s new carbon cap-and-trade regulations, which came into effect Jan. 1, will 

require BC Hydro’s power exporting arm to buy carbon credits on its energy exports 

starting in January, 2013, likely wiping out Hydro’s main export market and increasing 
electricity costs to B.C. consumers, a B.C. energy economist said Tuesday. 

California's new carbon cap-and-trade regulations, which came into effect Jan. 1, will require 

BC Hydro's power exporting arm to buy costly carbon credits on its energy exports beginning 

in January, 2013, likely wiping out Hydro's primary export market and increasing the cost of 
electricity to B.C. consumers in the process, a B.C. energy economist said Tuesday. 

Aldyen Donnelly, principal of WDA Consulting Inc., said in an interview that the California 

regulations require Hydro to pay the full carbon charge on its exports to that state, forcing it to 

buy carbon credits on the open market. Hydro is being tagged as a dirty energy producer 

because it has not disclosed its greenhouse gas emissions to California's Air Resources Board. 

The board's concerns are over Hydro's policy of importing coal-fired energy at night. Through 

its trading arm Powerex, Hydro buys low-cost but greenhouse gas-loaded energy from coal-

fired plants in the U.S. at night. It then restricts the flow of water from its reservoirs, and saves 
that water for day-time production of higher-priced clean energy. 

Hydro uses its energy export revenues to lower B.C. consumer rates. The utility's own 
forecasts show it expects to generate $113 million in income from energy exports in 2013. 

Although Hydro has not disclosed the value of its export sales to California, every $33 million 

change in Hydro's net income results in one per cent change in domestic hydro rates. 

Donnelly said the lack of transparency makes it difficult to forecast the impact of the 

California carbon tax on rates but her best estimate shows it could be high enough to wipe 
out all export income. 

"If the price of California allowances continues to trade at around $15 [per ton of carbon 

dioxide equivalent], that's enough to wipe out B.C.'s profits on the electricity trade. It's a big 
bloody deal," Donnelly said Tuesday in an interview. 

Powerex disputed Donnelly's conclusion that California's cap-and-trade regulations will wipe 
out export revenues. 

"At this time, it is too early to determine the impact California's cap-and-trade program will 

have on export revenues," Powerex president Teresa Conway said in the emails. "However, 

given BC Hydro's supply of clean and renewable resources, it is expected that the impact will 
be generally positive and will not negatively impact rates." 

Powerex is "still exploring a number of options with CARB," she said, to ensure that Hydro's 
"clean and renewable resources are recognized as GHG-free." 
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"British Columbia and California have had a long, positive relationship in trading electricity 

and we will continue to sell our clean energy to jurisdictions such as California so that we can 
help keep our rates here in B.C. among the lowest in North America," she said. 

She argued that Hydro's "clean, renewable resources" are greenhouse gas free. 

While it's true that the electricity Powerex sells to California is generated at Hydro's network 

of reservoirs, it is able to have surplus hydro power by importing low-cost coal-generated 
power from the U.S. at night for as little two cents a kilowatt hour, Donnelly said. 

The clean power it sells to California during the day has a price of three to four cents a 
kilowatt hour, she said. 

"The reality is, in fact, that a large portion, if not all, of the profit that they've enjoyed on that 

overnight storing of coal-fired electricity is about to be wiped out or is close to being wiped 
out. And they are trying very hard to fight that battle. I don't see that they are going to win." 

California calls Hydro's substitution of clean power with coal-fired power "resource shuffling" 

and has outlawed it in the new regulations. Donnelly agrees with that particular regulation 

although she personally does not support cap-and-trade, which she says is nothing but supply-

side management regulations that benefit those with quota, in this case carbon credits, while 
damaging those without. 

"It's a fancy name for supply-side management. It's like dairy quota," she said. 

Powerex has in the past threatened a NAFTA action against CARB, claiming it is not giving 

Powerex equal treatment under the free trade act, but Donnelly believes Powerex is really 
seeking a negotiated solution. 

The air resources board has rejected Powerex's demand that it be treated equally with the 

U.S. government-owned Bonneville Power Authority based on the fact that Powerex has not 

provided the information on its emissions, information the board needs in order calculate an 

emission factor. In the absence of that data, CARB has imposed the default factor of 392 
kilograms of CO2 equivalent per megawatt hour of power sold to California utilities. 

Hydro estimates the factor should be 20 kilograms per megawatt hour, Donnelly said. Her 
own estimate is that it is closer to 200 kilograms per megawatt hour. 

Although the California regulations came into effect Jan. 1, suppliers have one year to comply 

with them. Powerex is not the only supplier to be challenging them. A California court ruled 

Dec. 29 that the state's low carbon fuel standard favours biofuels produced in California over 
other biofuels and breaches U.S. federal laws protecting inter-state commerce. 

ghamilton@vancouversun.com 

Blog: vancouversun.com/hamilton 

© Copyright (c) The Vancouver Sun 
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Read more: 

http://www.vancouversun.com/business/California+clean+rules+could+wipe+Hydro+exp

ort+revenue/5944047/story.html#ixzz1iW49sBLL 
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ALBERTA ENERGY AND UTILITIES BOARD 
Calgary  Alberta 
 
 
ATCO GAS  
2005-2007 GENERAL RATE APPLICATION Decision 2005-099 
INTERIM RATE APPLICATION Application No. 1404168 
 
 
1 INTRODUCTION 

ATCO Gas (AG) filed a General Rate Application (GRA) for the 2005-2007 test period on 
May 13, 2005. On June 8, 2005, AG filed an application (the Application) with the Board 
requesting approval for proposed rates on an interim basis. AG proposed that the interim rates 
would be effective September 1, 2005, and would reflect an increase in revenue from existing 
2004 rates in the amount of $9.3 million for ATCO Gas North (AGN). No interim rate increase 
was requested for ATCO Gas South (AGS).  
 
 
2 PARTICULARS OF THE APPLICATION 

AG provided the following information in support of the Application: 

• In the Overview of the GRA, AG indicated that the 2005 revenue shortfall for AGN was 
$18.5 million. ATCO submitted that this was a substantial shortfall and that the forecast 
shortfalls for 2006 and 2007 were substantially higher at $26.6 million and $34.5 million 
respectively. The requested interim increase of $9.3 million represented approximately 
50% of the forecast 2005 shortfall and was proposed to be collected between 
September 1, 2005 – December 31, 2005. 

 
AG also proposed that the interim increase should be applied to all customer rates on an across-
the-board basis, and provided detailed calculations of the billing determinants and proposed rates 
for each rate class for AGN customers. 
 
AG indicated that, to minimize rate shock and maintain intergenerational equity, it would be in 
the best interests of customers to implement an interim increase in rates for AGN. AG also 
indicated that an interim increase in the level proposed would be consistent with the last 
approved increase for AGN and was in the range of historic approvals for Northwestern Utilities 
(NUL) and Canadian Western Natural Gas Ltd (CWNG). Since past rate applications involved 
contentious changes to capital structure and return on common equity that would not be an issue 
in this proceeding, AG asserted that the request for 50% of the estimated shortfall was 
reasonable. AG provided excerpts from previous Board Decisions in support of its requested 
increase and its request that the interim increase be applied across-the-board. 
 
By letter dated July 15, 2005, the Board requested that interested parties provide submissions 
with respect to the Application by July 22, 2005, and that AG provide a response to those 
submissions by July 29, 2005. However, a submission was received on July 8, 2005 from the 
Consumer Group (CG) to which AG replied on July 13, 2005. CG filed a response to AG’s reply 
in a letter dated July 15, 2005. 
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3 POSITIONS OF AG AND THE INTERVENERS 

The CG disagreed with AG that implementation of the applied for interim rate would minimize 
rate shock. In their July 15 response letter to AG, CG contended that the difference between 
$9.3 million and $18.5 million only constituted a 1% difference to customer end bills. As such, 
CG concluded that rate shock and intergenerational equity should not be considered issues in this 
instance. 
 
CG argued that AGN should not receive an interim rate adjustment. CG claimed that there were 
significant amounts that AGN included in its Application that had been reduced or denied by the 
Board in previous proceedings. Additionally, CG stated that there were other amounts that 
represented unusually large increases over 2004 amounts. In total CG suggested that 
$19.3 million in reductions should be applied to AGN’s forecasted shortfall. Since this amount 
exceeded AGN’s total revenue deficiency, CG asserted that no interim rate adjustment ought to 
be approved. CG’s support for the $19.3 million in reductions is described below. 
 
CG noted that in its application AG forecasted a one-time Federal deferred income tax refund for 
the North. This amount is required to be refunded to customers in accordance with direction set 
out in Decision 2003-072.1 CG argued that as no interest was being paid on this amount, it 
should be used to offset the 2005 forecasted revenue shortfall rather than applied to offset 
projected expenditures in 2006 as proposed by AG.  
 
CG also noted the Board’s direction in Decision 2003-072 which directed AG: 
 

… to re-evaluate the MRRP [Meter Relocation and Replacement Project] and incorporate 
in its Refiling, a revised proposal for replacement of meters with underground entries 
over a 10-year timeframe, and replacement/relocation of meters with aboveground entries 
on a schedule coincident with the recall program.2 
 

CG noted that the AG GRA application forecast that the MRRP will cost $30 million per year; 
an amount greater than the cost of $28 million forecast in the last rate application. For this 
reason, CG requested that for interim purposes, the MRRP should be limited to $25 million per 
year. This was the amount approved by the Board for MRRP expenditures for 2004 in 
Decision 2004-036.3  
 
CG also argued that AG’s forecast expenditures on urban mains replacements was too high at 
$19.1 million for 2005. CG considered that the Board directed AG in Decision 2003-072: 
 

… to reduce the 2004 test year forecast for Urban Mains Replacements to $7.092 
million.4  

 
In its previous forecast, AG budgeted $15.1 million for urban mains replacements in 2004. 
Therefore, CG submitted that AG’s forecast amount for urban mains replacements in 2005 
should be reduced to $7 million per year. 
                                                 
1  Decision 2003-072 – ATCO Gas 2003/2004 General Rate Application, Phase I, dated October 1, 2003 
2  Decision 2003-072, p. 81 
3  Decision 2004-036 – ATCO Gas 2003/2004 General Rate Application – Compliance Filing, dated April 28, 2004 

 
4  Decision 2003-072, p. 47 
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For the 2005 test year, AG forecast a $5 million increase in movable equipment as compared to 
2003 and 2004 actual expenditures. As was noted by CG, the 2005 moveable equipment 
expenditure forecast was significantly greater than 2006 and 2007 forecast amounts. CG 
submitted that, for interim purposes, AG’s 2005 moveable equipment forecast be reduced by 
$5 million.  
 
In total, CG submitted that the net impact on AG’s capital expenditure forecasts pertaining to the 
above noted items is a reduction of $22 million. The net effect on the revenue requirement of 
these reductions would be $2.1 million, of which CG argued that $1.1 million should be 
attributed to AGN.  
 
In Decision 2003-072, the Board determined that AG had not established that monthly meter 
reading was necessary. Therefore, the Board directed AG to revise its forecast to reflect the costs 
of reading meters on a bi-monthly basis. However, CG noted that AG has continued to provide 
monthly meter reading and has included forecast monthly meter reading costs in its 2005-2007 
GRA. CG stated that in Decision 2003-072, ATCO Gas estimated monthly meter reading 
expenses at $5.5 million plus capital costs of $577,000. CG argued that none of the costs of 
monthly meter reading should be included in the interim rates and argued that AGN’s interim 
request should be reduced by $3 million.  
 
Also noted by the CG, AG forecasted the addition of 84 full-time employees (FTEs) in 2005. 
Including labour and benefits expenses, CG noted that the average estimated cost per new FTE 
was $62,300 per year. Without further testing, CG contended that this amount was front loaded 
and only the costs of 42 FTEs should be considered for the purpose of interim rates. CG 
remarked that this would reduce AG’s forecast 2005 expenses by $2.5 million, of which CG 
argued $1.3 million ought to be attributed to AGN.  
 
CG noted that Account 701 advertising expense was forecast to be $6.0 million in 2005; an 
increase over the $3.0 million allowed by the Board in Decision 2003-072 for the 2003-2004 test 
years. CG observed that in its 2003-2004 GRA, AG applied for a similar increase. CG submitted 
that for interim purposes the Account 701 advertising costs should be limited to $3 million for 
AG. CG argued that $1.5 million of this amount should be attributed to AGN.  
 
In addition, CG remarked that in Decision 2005-0395 the Board reduced Customer 
Communication Costs by $250,000 reflecting the costs associated with the GCRR for which AG 
was no longer responsible. CG asserted that this amount should also be excluded from interim 
rates.  
 
Furthermore, CG noted that the Board reduced AG’s administration costs to reflect the transfer 
of the retail function to Direct Energy Regulated Services (DERS). CG indicated that AG stated 
in its latest compliance filing that it had reduced administrative expenses by $1.029 million in the 
north and by $1.068 million in the south. These amounts reflected savings in administrative costs 
in the last 7 months of 2004. CG contended that since AG argued that there should not be any 
reductions in administrative costs as a result of the transfer, it was unlikely that AG would have 

                                                 
5  Decision 2005-039 – ATCO Gas 2003/2004 GRA Impact of the Retail Transfer and ITBS Volume Forecast, 

dated May 3, 2005 
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removed any of these costs from its 2005-2007 GRA. Therefore, CG asserted that for interim 
purposes, AGN’s administrative costs should be reduced by $1.675 million for 2005.  
 
CG stated that AG included in its forecast expenses an amount of $500,000 for external legal 
fees in excess of the Board Scale for 2005, half of which would be attributable to AGN. Since 
hearing costs in excess of the Board Scale are not allowed for any participants (either companies 
or interveners), CG argued for a $0.3 million reduction to expenses for AGN interim rates.  
 
Similarly, CG submitted that $339,000 for donations included for 2005 should be excluded from 
both the GRA and the interim rate application. CG argued that historically the Board ruled that 
donations were not a cost to be borne by customers. As such, CG contended AGN’s forecasted 
expenses be reduced by $0.3 million. 
 
CG noted that AG proposed changes to its depreciation study that would result in a net 
depreciation expense increase of $1.683 million for the 2005 test year. CG asserted that there 
was no urgent or compelling reason for AG to recover increased depreciation expense caused by 
changes to service life and net salvage assumptions. CG contended that for interim purposes 
AGN depreciation expense should be reduced by $0.9 million.  
 
CG and the Utilities Consumer Advocate (UCA) noted that AG has forecast an increase of 
$3 million in ATCO I-Tek charges from 2004 to 2005. The unit prices were based on an MSA 
that was renewed early in 2005 and included a 3.8% inflation increase for labour. CG and the 
UCA indicated that the areas relating to Distributed Hardware and Application Service Provider 
(ASP) applications were forecasted to have the largest increases. Since the Board previously 
directed ATCO Gas to reduce ATCO I-Tek charges by 7.5% in Decision 2002-069,6 CG and the 
UCA contended that ATCO I-Tek charges should be reduced by 10% for interim purposes. The 
result would be a $0.7 million reduction for AGN in 2005.  
 
CG also submitted that I-Tek Business Services (ITBS) charges ought to be reduced by 11.1%. 
CG noted that these charges were reduced by the Board in Decision 2002-069 by this amount. 
The $22.5 million that AG forecast in spending on ITBS was based on a new Master Service 
Agreement (MSA). CG contended that it was unlikely that the 11.1% reduction ordered by the 
Board was incorporated in this Application. Therefore, for the purposes of interim rates, CG 
argued that ITBS charges to ATCO Gas should be reduced by $2.5 million with $1.3 million of 
that amount being attributable to AGN.  
 
CG noted that Industrial Gas Consumers Association of Alberta (IGCAA) submitted evidence in 
an ATCO Pipelines Application No. 13936137 suggesting that costs allocated to unregulated 
portions of the network, (the Muskeg River Pipeline) have been understated by approximately 
$1.6 million at the expense of ATCO Pipelines other customers. CG argued that if this evidence 
was found to be compelling in the ATCO Pipelines proceeding, that it could have a significant 
impact for AG. CG estimated that charges to AGN could be reduced by as much as $0.6 million 
for 2005.  
 

                                                 
6  Decision 2002-069 – Affiliate Transactions and Code of Conduct Proceeding, Part A: Asset Transfer, 

Outsourcing Arrangements, and GRA Issues, dated July 26, 2002 

 
7 Muskeg River Pipeline Module  
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In addition, ATCO Pipelines was expected to receive $4 million worth of TBO (Transportation 
By Others) revenues from NOVA Gas Transmission Limited (NGTL). Of this amount, CG 
contended that $0.4 million would accrue to AGN.  
 
Finally, if NGTL’s proposed rate design was accepted by the Board, CG claimed that ATCO 
Pipelines would save 13% over current rates. CG argued that this amount would translate to 
savings for AGN of $0.15 million.  
 
CG maintained that the outcome of the ATCO Pipelines and NGTL proceedings could have a 
significant impact on the AGN’s costs. For this reason, CG submitted that AGN’s interim 
revenue should be reduced by $1.15 million.  
 
AG reviewed CG’s submission and replied that the focus of an interim rate application should 
not be to pre-judge contentious issues, but rather to avoid rate shock and provide 
intergenerational equity. AG stated that an intervener’s suggestion of an issue being contentious 
should not automatically make it so. AG argued that it was for this reason that it only requested 
50% of the forecast revenue shortfall as opposed to the full amount. AG noted that it would be 
unlikely that it would be able to implement adjusted rates based on the outcome of the GRA 
Decision before March 2003. ATCO Gas asserted that if the full amounts of the shortfall for 
2005 and 2006 were approved by the Board, customers would face a significant increase in rates 
at that time. AG concluded that in order to mitigate any possible rate shock, the Application 
should be approved as filed.  
 
In response to CG’s assertion that the forecast federal deferred income tax refund should be 
repaid in 2005, AG responded that the $6 million refund would almost fully offset $6.9 million 
of one-time charges for AGN customers that would occur in 2006. AG argued that moving the 
repayment to 2005 would cause a significant increase in rates for 2006 which may contribute to 
rate shock.  
 
With respect to the proposed changes in depreciation analysis, ATCO Gas noted that CG did not 
find the amount to be contentious. Rather, AG argued that CG disputed the timing of those 
amounts. AG submitted that CG was again ignoring the impact of rate on customers and that its 
request for a $0.9 million reduction was unjustified.  
 
AG submitted that it considered it inappropriate for CG to speculate on the outcome of other 
proceedings that may impact ATCO Pipelines. AG argued that for this reason the $1.1 million 
reduction sought by CG was unwarranted.  
 
AG submitted that removing the above noted items from CG’s analysis decreased CG’s proposed 
reduction from $19.3 to $11.3 million. Therefore, AG noted that, following the reasoning of CG, 
an interim rate increase of at least $7.2 million should be allowed. An award of such an amount, 
however, would have to be premised on the assumption that the Board would completely agree 
with the interveners regarding the contentious issues which AG considered unlikely. AG 
therefore argued that the Application should be approved as filed.  
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4 VIEWS OF THE BOARD 

AG argued that to mitigate potential rate shock, promote rate stability and maintain 
intergenerational equity; an interim rate adjustment would be in the best interests of customers. 
CG identified a number of contentious issues to be debated during the hearing. The Board 
recognizes that there are significant differences between AG and the interveners regarding the 
appropriate forecast revenue requirement.  
 
With respect to the criteria that the Board should utilize when evaluating the need for an interim 
rate increase, the Board has considered the arguments of the parties and prior interim rate 
decisions. In Decision E920368 the Public Utilities Board (PUB) indicated at pages 10 and 11: 
 

The Board considers that an effective approach which could be used by a utility to 
determine an appropriate level of interim rates is to look at areas which may be 
contentious and to exclude all or some portion of those amounts from the amount to be 
collected through interim rates. In this manner the potential of over-collection from 
interim rates would be minimized which in turn reduces potential fluctuations to 
customers’ rates. 
 

In Order E930289 the PUB stated at page 14: 
 

The Board considers that interim rate increases are generally warranted where the 
forecast revenue deficiency identified for a given period is probable and material. The 
Board considers it generally appropriate that customers’ rates for a period reflect the 
costs associated with that period in order to maintain intergenerational equity. 
Furthermore, approving interim rates in a timely manner avoids rate spikes that may 
otherwise result if recovery of the revenue deficiency is delayed. 
 

Further, at page 18 the PUB denied NUL’s request to implement an interim rate increase in 
respect of certain classes only, stating: 
 

The Board is not persuaded at this time that a need exists to change its long maintained 
position that interim rates should be based on an existing rate structure and costing 
methodology….The Board considers that this method least influences the existing Board 
approved rate structure. 

 

                                                 
8 Interim Decision E92036, Canadian Western Natural Gas Company Limited,  Re: Interim Rates effective April 1, 

1992, dated April 2, 1992 
9 Order E93028, Northwest Utilities Limited, Re: Interim Rates for 1993, dated March 31, 1993 
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In Decision 2002-11510 the Board stated at page 10: 
 

In the present circumstances, the Board considers that interim rate increases are generally 
warranted given that the forecast 2003 revenue deficiency is material. An interim rate 
increase aimed at recovering a portion of any shortfall that is ultimately demonstrated and 
approved provides for a leveling out of the impact of any final rate increase, thereby 
promoting rate stability and easing any rate shock to customers at a later date. The Board 
also considers it appropriate that customers’ rates for a given period reflect the costs 
associated with that period in order to maintain intergenerational equity. While 
acknowledging the submission of the CG that ATCO has not claimed financial harm or 
an inability to continue safe utility operations without an interim rate increase, the Board 
considers it appropriate, given the magnitude of the forecast 2003 revenue deficiencies 
for AGS and AGN, that some degree of interim rate increase is warranted. 

 
Further at page 11 of Decision 2002-115, the Board considered the award granted in the context 
of previous awards and found the percentage increase granted to be “in line with those awarded 
by the Board in previous interim rate Decisions.” 
 
The Board also notes the discussion in Decision 2002-10811 of the use of carrying costs as a 
means of keeping parties whole and thereby potentially avoiding interim rate changes. The Board 
also discussed the need to consider large forecasted impacts to rates when evaluating a requested 
interim rate increase that appears at page 12: 
 

However, if large rate adjustments are forecast, the Board might decide that the need of 
appropriate price signals to customers is more significant than the need to minimize the 
number of changes in rates. 

 
The foregoing excerpts reference a number of factors that the Board has employed in evaluating 
an application for an interim rate increase. These factors can be grouped into two categories, 
those that relate to the quantum of, and need for, the rate increase and those that related to more 
general public interest considerations. 
 
Quantum and need factors are those which relate to the specifics of the requested rate increase 
and include: 
 

• The identified revenue deficiency should be probable and material 
• All or some portion of any contentious items may be excluded from the amount collected  
• Is the increase required to preserve the financial integrity of the applicant or to avoid 

financial hardship to the applicant?  
• Can the applicant continue safe utility operations without the interim adjustment? 

 

If all or a portion of the suggested rate increase appears appropriate after a consideration of the 
quantum and need factors, the Board must assess certain general public interest factors to see if a 
rate increase is justified, these include: 
 

                                                 
10 Decision 2002-115, ATCO Gas 2003/2004 General Rate Application Interim Rate Application, dated December 

24, 2002 
11 Decision 2002-108, ATCO Electric Ltd. 2003 Distribution Tariff and Transmission Facility Owner’s Tariff 

Part A: 2003 Interim DT and TFO Tariff, dated December 11, 2002 
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• Interim rates should promote rate stability and ease rate shock 
• Interim adjustments should help to maintain intergenerational equity  
• Can interim rate increases be avoided through the use of carrying costs 
• Interim rate increases may be required to provide appropriate price signals to customers 
• It may be appropriate to apply the interim rider on an across-the-board basis  

 
The Board recognizes that the above listed considerations may be given different weighting 
depending on the specific circumstances surrounding each application. The Board has considered 
the above factors in its deliberations.  
 
The Board notes AG’s comment regarding the impact of revenue shortfalls on AG’s financial 
results for 200512 as stated in AG’s discussion with the Board and parties in the June 14, 2005 
Information Workshop. In this Application, the Board considers that the forecast shortfall of 
$18.5 million could be considered a material amount if the entire amount had to collected from 
customers. 
 
AG suggested that $9.3 million or approximately 50% of the forecast 2005 revenue shortfall 
would be a reasonable interim rate adjustment. In determining the reasonableness of the 
requested amount, the Board notes the number of contentious issues and the amounts of revenue 
increases related to those issues. The Board has balanced the quantum of contentious revenue 
related issues with the quantum of the forecast shortfalls and the impact to rates that would be 
associated with a range of shortfall collection scenarios. While the amount of the requested rate 
increase would only constitute 2% of current customer bills, the Board considers that by the time 
the GRA decision is rendered and amended rates have been implemented, AG may have to 
collect all of the 2005 and some portion of 2006 shortfalls. Given the potential magnitude of 
these shortfalls, the Board considers it appropriate to award some degree of interim rate 
adjustment to avoid future rate shock. The Board also considers that applying the interim 
increase on an equal percentage basis to the energy, fixed and demand charges for all rate 
classes13 is a reasonable method of applying the interim increase that is simple and cost effective 
to apply.  
 
The Board considers that an increase in rates, on an interim basis, to generate an amount of 
$7.0 million in additional revenue in 2005 compared with current rates, will mitigate the risk of 
future rate shock caused by additional rate increases during 2006, maintain intergenerational 
equity, ensure rate stability and provide a reasonable level of revenue to the Applicant.  The 
Board considers that this level of increase is sufficient to recognize the possibility of some 
increase being awarded with respect to rates in 2005 and therefore alleviating the impact of 
collecting shortfalls during 2006. 
 
The Board has prepared Appendix 1 showing the Interim Rates to be applicable to billings on 
and after September 1, 2005 until replaced by subsequent decisions or orders of the Board. 
 
In determining the level of interim rates for AGN, the Board is not making any finding or 
determination with respect to any of the matters to be considered in the upcoming GRA. The 
Board recognizes that the evidence before it is untested and that a number of areas of concern 
identified by the interveners could result in an adjustment to forecasted shortfalls.  
                                                 
12 AG Application letter June 8, 2005 P1 

 
13 Equivalent to the “Across-the-board”  basis per AG submission 
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5 ORDER 

IT IS HEREBY ORDERED THAT: 
 
(1) Appendix 1, Rider G of this Decision is hereby approved as an additional rider to the 

current rate schedules, on an interim basis for ATCO Gas North service zone, applicable 
to billings on and after September 1, 2005 until replaced by subsequent orders of the 
Board. 

 
 
Dated in Calgary, Alberta on August 29, 2005. 
 
ALBERTA ENERGY AND UTILITIES BOARD 
 
 
 
 
 
(original signed by) 
 
B. T. McManus, Q.C. 
Presiding Member 
 
 
 
 
(original signed by) 
 
Gordon J. Miller 
Member 
 
 
 
 
(original signed by) 
 
Laurie J. Bayda 
Acting Member 
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APPENDIX 1 

Effective by Decision 2005-099 
On consumption September 1, 2005 

 
ATCO GAS NORTH 

RATE RIDER “G” TO DELIVERY SERVICE RATES 
 
Applicable to the fixed and variable charges in ATCO Gas North DSP Delivery Service Rates 1, 
11, 3, 13 and 13b. Effective on all consumption commencing September 1, 2005. 
 
 
 
 
Surcharge to Fixed Charge, Variable Charge and Demand Charge      9.96% 
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