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February 8, 2021 

RE: Nelson Hydro’s Cost of Service Analysis and Rate Design Application 

To: BC Utilities Commission Secretary 

I am writing to express my opposition to Nelson Hydro’s Cost of Service Analysis and Rate 
Design Application and their proposed rural resident rate increase of 5.72 per cent per year for 
three years for a total increase of 18.17 per cent by 2023. 

The unequal burden that Nelson Hydro is choosing to lay on rural users is unreasonable and 
unjustified.  

First, an increase for rural residents only is not justified based on provincial guiding principles 
regarding utility rates, which should apply to Nelson Hydro. This principle is commonly referred 
to as the postage stamp costing principle. BC Hydro has used postage stamp rates since its 
creation, and this system is the accepted approach to rate-making in the majority of North 
American jurisdictions. This principle acknowledges that the cost of providing service to 
customers may not be equal in every case, but the rate will be equal. Claims that is more costly 
to provide service to more distant and sparsely populate areas should not be considered as 
legitimate reasons for higher rural rates. Nelson’s rural customers cannot vote for Nelson 
Council or Mayor yet those are the politicians setting the agenda for Nelson Hydro. Nelson 
Hydro and Council have an incentive to download costs onto rural residents to offer their voters 
lower rates, creating two classes of citizens. 

Second, an 18.17% increase over 3 years is also extremely unreasonable and unjustified 
considering the economic strain seniors on limited pensions and other rural residents are 
experiencing due to the pandemic and the increasing costs of food, fuel and other necessities. 
Meanwhile, Nelson Hydro has reported record surpluses of over $6 million per year (i.e., 36 to 
37 per cent of hydro sales) over the past four years, and a record high annual surplus of $8.2 
million in 2019; in other words, in 2019, 44 per cent of hydro sales were retained as surplus 
(City of Nelson Financial Statements Information, 
http://www.nelsonhydro.com/Archive.aspx?AMID=36). 

Third, in addition to the above reasons for denying the application, I request that Nelson 
Hydro’s application be denied because rural customers receive vastly inferior service from 
Nelson Hydro compared to urban customers. Over the past year our power (rural customer) has 
gone out 23 times. After the January 13, 2021 windstorm, our power was out for over 36 hours, 
whereas urban customers went a very short time without power (hours vs. days). In the Nelson 
Daily News (Jan 13, 2021), Nelson Hydro is quoted, “After the initial storm, there were over 
4000 customers without power. After 24 hours, this number has been reduced to 2400 
customers, with the majority of these customers being on the North Shore.” (Note, the “North 
Shore” refers to rural customers, including our home in Balfour.) These power outages 
disrupted and prevented our ability to work from home (a necessity due to the Covid-19 



pandemic) and resulted in increased expenses due to food spoilage and damaged electrical 
equipment. A power surge in the fall of 2020 resulted in damage to our furnace and electrical 
appliances, which required replacement parts and repairs costing hundreds of dollars. 

Lastly, in their January 27, 2021 bulletin, Nelson Hydro argues that the costs of vegetation 
management for the last 4 years are a justification for the rate increase, but a review of their 
financial statements show that they have diverted revenue from operating cost to build their 
surplus. Nelson Hydro spent only $2.2 million on vegetation management in rural service areas 
over the past 4 years, while during this same time period, they increased their Hydro Sales 
revenue from $16.78 million in 2016 to $18.68 million in 2019, and recorded a total surplus of 
$27.7 million (4-year period, 2016 to 2019) (City of Nelson Financial Statements Information, 
http://www.nelsonhydro.com/Archive.aspx?AMID=36). While revenue and surpluses grew, the 
total and relative investment in hydro operations dropped 15 per cent over the same time 
period. In 2015, Nelson Hydro was investing 75 per cent ($12 million) of its revenue in hydro 
operations but this dropped to 62.1 per cent ($10.4 million) of hydro sales revenue in 2016, 
similar amounts in 2017 and 2018, and by 2019 the investment in operations ($11.9 million) 
reflected only 63.8 per cent of hydro sales and still did not match the amount invested in hydro 
operations in 2015 (and this is not including inflation). The reduced amount and proportion of 
revenue invested in hydro operations suggests that Nelson Hydro has been reaping record 
surpluses and neglecting ongoing maintenance, all at the cost of rural customers. 

In summary, Nelson Hydro’s Cost of Service Analysis and Rate Design Application is 
unreasonable and unjustified and I ask that their application be denied. In addition, I ask that 
the Commission ensures that Nelson Hydro is held to the postage stamp principle and to 
providing the same level of service to all customers regardless of their location within the 
Nelson Hydro service area. 

 

Sincerely, 

Janice Murphy 




