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Objections to the Proposal by BC Hydro

 

1.        The application should be dismissed in total by the BCUC.   
The application is with regard to a BC Hydro capital and 
maintenance expenditure project (the deployment of Smart Meters) 
which was never approved by the BCUC and therefore additional 
costs by extension cannot approved (and cannot therefore be 
recouped by a new charge to customers).  This is clearly in violation 
of the mandate of the BCUC as described in “A Participant's Guide 
to the B.C. Utilities Commission” which states: 

a.       ”The Commission's primary responsibility is the regulation 
of the energy utilities under its jurisdiction to ensure that the 
rates charged for energy are fair, just and reasonable, and 
that utilities provide safe, adequate and secure service to their 
customers” and

b.      While the monopoly market structure can lead to cost 
advantages to the public, it also poses potential risks from 
abuse of monopoly power. If customers have no choice but to 
purchase energy from the only utility operating in their area, 
the utility could potentially charge excessive prices while 
paying insufficient attention to customer service

 Implicit in this is that Utilities cannot increase rates based solely on 
the argument that they have spent the money and want it to be 
recouped.  This therefore means that all major budget items that 
would need to precipitate an increase in rates must be scrutinized by 
the BCUC to enable it to determine whether it is “fair, just and 
reasonable”.  I would suggest that a good test of “reasonableness” 
would be a positive cost/benefit analysis.  Also implicit is that for a 
“monopoly market structure” the expenditure is not to be incurred by 
until after the budget item has been reviewed and approved by the 
BCUC, otherwise the BCUC would be saddled with the task of total 
budget management for the utility (deny the rate increase and since 
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the money is already spent the money would need to found by cutting 
elsewhere leading to a decrease in customer service, meaning that the 
BCUC are left with deciding which budget items to fund and which one 
to not fund).

Since the BCUC was instructed by the Government of the time to not 
review the budget item, and for whatever reason the BCUC decided to 
not fight this in court, and therefore did not review the budget items, I 
find it difficult to follow the logic where the BCUC could do anything 
but reject the rate increase since no justification for it has ever been 
produced for BCUC scrutiny.  If a rate increase is not justified how can 
it be approved?

2.        The application is also flawed in that it does not provide the 
complete picture.   Where is the explicit cost recovery for the Smart 
Meter budget item?     Was it intrinsically a cost reduction project 
where the project generated a positive rate of return with a 3-5 
year payback period?  Was this recovered in a previous rate 
increase?  In which case why was the current application not 
included with the budget item to which it pertains?  Or is it to be 
recovered in a future rate request?  In which case why is that 
request not included?  Again one of the common ways that 
monopolies can exert their power it to break a complete function or 
project into a number of component parts where the total picture 
(often the final cost to the customer) cannot be easily seen and 
aggregated (horror at the final cost).  The BCUC has a mandate to 
stop such behavior in BC Hydro.

3.       Based on my experience with power projects (15 years with H.
A. Simons, 6 years with WorleyParsons) I have not seen a retrofit 
Smart or Intelligent meter project meet industrial financial criteria, 
new installation yes but retrofit no.  I suspect then that to recoup 
the cost of the BC Hydro Smart Meter program it will need to be 
done with rate increases.  I requested a copy of the project budget 
breakdown and justification from BC Hydro, without any response.  
This pertains to the application since I believe it is incomplete.  
Based on my experience I estimate that the cost of the Smart Meter program (if 
charged for as part of the rate increases) must exceed by at least 25% the cost 
of maintaining the present system.  BC Hydro has estimated the present system 
cost at $35/month.  Therefore customers staying with the current meter require 
a rebate from BC Hydro of $35X1.25=$43.75 per month. 

 



If the BCUC is to approve a rate increase for the SmartMeters then it will need 
to approve a rate decease for existing meters.  The net effect will be a rate 
decrease for customers with the old meters but this will only occur if the BCUC 
tie together the present application with the rate increase for the SmartMeter 
project cost recovery.  The BCUC should reject the application until such time as 
the TOTAL project is put forward for cost recovery.

4.     I note that the BC Hydro application occurred in Oct 2013 after the public 
were issued with a notice  in early September 2013 from BC Hydro advising that 
the rates will be applied.  Does this mean that the BCUC are merely a “rubber 
stamp” for the rate application?  Does this not make a mockery of the BCUC 
mandate that I have quoted in item 1. Above?  Why does the BCUC exist if the 
will merely rubber stamp whatever BC Hydro put forward?

 

Regards,

 

Keith Richardson P.Eng.




