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A. GENERAL 

 Reference: STAKEHOLDER ENGAGEMENT 
Exhibit B-1, Section 5.1, p. 43; Section 5.2, pp. 43–44 
Open Houses 

Nelson Hydro held two open houses on February 7, 2019 and November 6, 2019. The open houses 
provided stakeholders with a forum to comment on and ask questions about Nelson Hydro’s rate design 
including Nelson Hydro’s Cost of Service Analysis (COSA) study, service models, rate design process, rate 
design concepts and rate design methodologies.  
 
Nelson Hydro held a virtual open house on December 10, 2020.  
 
1.1 Please provide the attendance information (e.g. number of attendees, who they represent, etc.) 

for each of the three Nelson Hydro open houses. If available, provide a breakdown of 
representation between Urban and Rural1 customers for each session. 

1.2 Please provide an update on the December 10, 2020 Annual Open House, including any meeting 
minutes/outcomes.  

1.2.1 Please provide the questions and feedback received in regard to this COSA and Rate 
Design application (Application). 

 Reference: STAKEHOLDER ENGAGEMENT 
Exhibit B-1, Section 5.3, p. 44; Section 9.3, p. 63; Appendix 5-2; Appendix 5-3 
Customer Survey 

In November and December 2019, Nelson Hydro conducted an online survey of customers’ rate design 
preferences and understanding, and states:  

The survey was mainly focused on customers’ understanding of rates and rate design, 
but also touched on customer satisfaction, service reliability, and infrastructure 
investment. Notably, of the 743 respondents (which reflects a 7% response rate), 94% 
were residential customers and 49% were from the Rural service area. 

On page 63 of the Application, Nelson Hydro states that the customer survey included the following 
result:  

• 74% of Rural ratepayers strongly agree or agree with the statement that “All customer 
classes should pay their fair share of costs.” 
 

• 67% of Rural ratepayers strongly agree or agree with the statement that “Potential rate 
increases as a result of the COSA review should be phased in to moderate the rate 
increase in any one year.” 

 
2.1 Please confirm if Rural customers were aware, at the time of completing the online survey, of 

Nelson Hydro’s COSA outcomes and Nelson Hydro’s intention to increase Rural residential rates 
by the proposed 18.17% compounded rate adjustment to rebalance the Revenue Cost Coverage. 

2.1.1 If not, please confirm if Nelson Hydro has sought Rural customer feedback (e.g. at the 
December 10, 2020 Open House) after Nelson Hydro filed this Application to seek 
approval of the proposed 18.17% compounded rate adjustment. 

 
1 As noted on page 1 of the Application, as a result of its municipal ownership, Nelson Hydro is regulated by the British 
Columbia Utilities Commission (BCUC) with regard to the non-municipal (Rural) service area, and by City of Nelson Council 
(City Council) with regard to the municipal (Urban) service area. 
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2.1.1.1 Please elaborate on customer feedback, if any, Nelson Hydro has received. 

 
B. COST OF SERVICE ANALYSIS 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1,2 Executive Summary, pp. i–ii; Section 1.4, p. 2 
Customer classes and current rates 

On page 2 of Appendix 8-1, Nelson Hydro’s consultant Intergroup Consultants Ltd. (InterGroup) states 
that it “maintains three types of customer classes - residential, commercial and streetlighting. These 
customer classes are also broken down into Urban and Rural customer types. The COSA analysis for the 
system benefits from the simplicity of having no large industrial, wholesale or other customer class with 
vastly different usage characteristics than the average customer.” [Emphasis added] 
 
3.1 Please explain what is meant by “the average customer” and describe the usage characteristics 

of that average customer. 

3.2 Please describe the usage characteristics of a Rural residential customer, a Rural small 
commercial customer, a Rural commercial service customer and a Rural streetlight customer 
and discuss the extent to which each of these customers’ characteristics are similar or different 
from the “average customer.” 

3.3 Please describe the usage characteristics of an Urban residential customer, an Urban small 
commercial customer, an Urban commercial service customer and an Urban streetlight 
customer and discuss the extent to which each of these customers’ characteristics are similar or 
different from the “average customer.” 

InterGroup presents the rates related to four customer classes in Table 1 of Appendix 8-1 but only 
presents the RCC ratios related to two customer classes in Table E-1 and E-2 of Appendix 8-1. 
 
3.4 Please clarify why InterGroup grouped the small commercial and commercial service customer 

classes for the purpose of the COSA analysis. 

3.4.1 If possible, please provide the COSA result for these two classes of commercial 
customers separately. 

3.5 Please clarify whether the COSA analysis includes the streetlight customer classes. If they are 
included in the COSA, please revise Table E-1 and E-2 of Appendix 8-1 to include the Rural and 
Urban streetlight customers respectively. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 2.0, p. 3 
Revenue requirement methodology 

On page 3 of Appendix 8-1, InterGroup states that “[t]he application was consistent with Nelson Hydro’s 
previous rate application where Nelson Hydro included a dividend and transfer to capital reserve as part 
of the costs to serve customers, while under a rate base/rate of return method these will be replaced by 
return on equity and amortization expense.” 
 
4.1 Please confirm, or otherwise explain, that a transfer to capital reserve is still included in the 

 
2 On page 4 of the Application, Nelson Hydro states that it has “retained InterGroup to conduct a COSA study to analyze 
whether each rate schedule adequately recovers its allocated cost of service, and to assist in developing the proposed rate 
design.” Nelson Hydro is seeking BCUC approval of the COSA prepared by InterGroup, as set out in Appendix 8-1 of the 
Application. 



Nelson COSA and RDA BCUC IR No. 1 4 of 38 

calculation of revenue requirement for Urban customers. 

4.2 Please confirm, or otherwise explain, that the transfer to capital reserve in the previous rate 
application applied to both the Urban and Rural customers. 

4.2.1 If so, please explain InterGroup’s rationale for changing the methodology to calculate its 
revenue requirement for Rural customers. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 2.0, Table 2, pp. 3–4 
Revenue requirement 2019 base data 

On page 3 of Appendix 8-1, InterGroup states that “[f]or the purpose of this COSA, all analysis has been 
done on the basis of the most recent actuals, 2019 as adjusted, illustrated using a rate base/rate of 
return method. There is no reason to expect that use of 2019 actuals as adjusted would lead to any 
material problematic or misleading COSA output, but adds to clarity and transparency.” 
 
InterGroup also states that an “[a]djustment was made to reduce Rural service area Vegetation 
Management Costs for 2019 actuals by $0.298 million to reflect the average cost for 2017-2019 years.” 
 
Table 2 on page 4 shows the $298,000 “vegetation management adjustment” and “other adjustments” 
for an amount of $86,000. 
 
5.1 Please confirm, or otherwise explain, that the revenue requirement shown in Table 2 is the 

revenue requirement pertaining to both Urban and Rural customers. 

5.1.1 If confirmed, please clarify why an adjustment was made to vegetation management 
costs related to the Rural service area only. 

5.2 Please clarify why only vegetation management costs were normalized, as opposed to all 
Operations and Maintenance (O&M) costs. 

5.2.1 Could a three-year average be used for the period 2017–2019 to normalize all O&M 
costs? Why or why not? 

5.3 Please clarify the purpose for “other adjustments,” which costs were adjusted for a total 
amount of $86,000, and the method for adjusting those costs. 

5.4 Please explain whether rate revenues or electricity sales may be normalized or warrant any 
adjustments, as opposed to using 2019 actual revenues. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 2.0, Table 2, pp. 3–4; Section 4.1.2, Table 7, p. 11 
Supplies and services 

On page 3 of Appendix 8-1, InterGroup states that O&M expenses included $9.462 million for Supplies 
and Services. On page 4, Table 2 shows an amount of $9.758 million for Supplies and Services. On page 
11, Table 7 shows an amount of $9.374 million for Supplies and Services. 
 
6.1 Please reconcile these three figures for Supplies and Services. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 2.0, Table 2, pp. 3–4; Section 3.0, p. 5 
O&M expenses 

In footnote 12 on page 5 of Appendix 8-1, InterGroup states:  
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Estimated based on total operating and maintenance expenses [salaries and wages plus 
supplies and services] at $11.8 million based on 2019 actuals provided in Table 4. 

On page 2, InterGroup cites O&M expenses that total $11.91 million. In Table 2 on page 3, the total of 
“salaries and wages” plus “supplies and services” amounts to $12.206 million. 
 
7.1 Please reconcile these three figures for O&M expenses. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 3.0, p. 5 
Rate base and return 

On page 5 of Appendix 8-1, InterGroup states: 

Based on information provided by Nelson Hydro it is estimated that lag days for bill 
payments for consumed energy would be up to 52 days (15 days consumption lag plus 
one week billing lag and 30 days to pay the bill) with weighted average of 28 days to pay 
O&M expenses (wages and benefits every second week, power purchases total of 36 
days, including 15 days consumption lag and 21 days to pay the bill, plus 29 days for 
other supplies and services expenses, based on comparable representative industry 
values). The net lag days are estimated to be 23.5 days, which leads to approximately a 
net $0.768 million cash working capital requirement to be included as part of rate base. 
Inventory balances are approximately $0.874 million, for a total working capital of 
$1.643 million. 

8.1 Please clarify how the net $0.768 million was calculated for cash working capital requirement as 
$11.8 million / 365 * 23.5 = $0.760 million. 

8.2 Please describe what constitute the inventory balances. 

Also on page 5, InterGroup states that “The allocation of the common costs is based on cost of service 
results provided in section 5.5.” 
 
8.3 Please clarify which section InterGroup intended to reference as there is no section 5.5. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.1, pp. 7–8 
Assign costs to service areas 

On pages 7 to 8 of Appendix 8-1, InterGroup states that: 

The O&M expenses as well as capital assets are assigned to the service areas based on 
information provided by Nelson Hydro. 

The costs are assigned into three groups15: 

• Urban – the costs which are 100% related to serve Urban customers; 

• Rural – the costs which are 100% related to serve Rural customers; and 

• Common – the costs which cannot be assigned 100% to Urban or Rural, and are 
thus broken out to all customers based on usage. 

The COSA is prepared separately for each cost group indicated above and the results are 
combined to summarize COSA outcomes. [Emphasis added] 
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9.1 Please confirm, or otherwise explain, that InterGroup has applied the three COSA steps 
(functionalization, classification and allocation) to each of the three groups “Urban,” “Rural” and 
“Common.” 

9.1.1 If so, please clarify why InterGroup allocated the “common costs” to all customers 
based on usage when some of the costs could be demand-related, energy-related or 
customer-related and have a different allocator than usage. 

9.2 Please complete the table below for 2019: 

 Urban Rural Total 
 Customers Sales (MWh) Customers Sales (MWh) Customers Sales (MWh) 
Residential       
Small 
Commercial 

      

Commercial 
Service 

      

Streetlight       
Total       

 
On page 7, InterGroup states that: 

A COSA starts with a utility’s revenue requirement, and in general has three key steps – 
functionalization of the costs (determining what function or role the costs relate to, 
such as generation, transmission/distribution and general), classification (for each 
function, determining what types of use drive the cost, such as demand, and/or energy, 
customer or direct assigned) and allocation (determining which users impose loads of 
the specified type). 

The COSA for Nelson Hydro includes one more step to assign costs. Prior to 
functionalization, where possible, the costs are first assigned directly to the service area 
where the cost responsibility arises; i.e., Urban and Rural. 

9.3 Instead of first assigning costs into three groups (Urban, Rural and Common), could InterGroup 
have kept all costs in the Common group and prepared the COSA for that group, ultimately 
resulting in costs assigned to each of the six customer classes (Urban residential, Urban 
commercial, Urban Streetlight, Rural residential, Rural commercial, and Rural Streetlight)? 

9.3.1 If yes, please explain why InterGroup chose to separate costs into three groups first 
rather than starting with the functionalization step. 

9.3.2 If not, please explain why not. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.1.1, p. 8 and Table 5, p. 9; Nelson Hydro, 2019 
Rural Rate Application, Exhibit B-1, Nelson Hydro 2017 COSA, Table 7, p. 17 
Rate base 

On page 8 of Appendix 8-1, InterGroup states that: 

1) The hydraulic generating plant owned by the City of Nelson primarily serves the City 
residents (Urban customers) and surplus energy is provided to Rural service area. 
Where Nelson’s own generation output is insufficient for servicing all Urban needs, 
a portion of the purchased power from FortisBC is allocated to serve Urban needs. 
Rural needs are served from Nelson Hydro surplus energy plus purchased power as 
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reviewed in next section. 

In Table 5, InterGroup has assigned all the generation assets to the Urban group. 
 
10.1 Please clarify why InterGroup has assigned all the generation asset to the Urban group when the 

Rural group also benefits from these generation assets when surplus energy is generated. 

In Table 5, InterGroup has assigned transmission/distribution assets to each of the three groups. 
 
10.2 Please clarify the basis on which InterGroup has directly assigned each of the following asset 

categories to either Urban or Rural: 

• Substations 
• Primary and secondary poles & conduct 
• Underground conduct & devices 
• Transformers 
• Meters 
• Streetlight 
• Other? 

 
In Table 7 of its 2017 COSA, included in the Nelson Hydro 2019 Rural Rate Application, InterGroup had 
assigned $6.131 million of substations to Urban, $0.325 million to Rural and no cost to Common. In 
Table 5 of its 2019 COSA, Nelson Hydro assigns $3.389 million of substations to Urban, $0.298 million to 
Rural and $2.660 million to Common. 
 
10.3 Please clarify why no amount for substations had been assigned to the Common group in the 

2017 COSA but $2.660 million of costs were moved from the Rural to the Common group in the 
2019 COSA. 

10.4 Please clarify why no streetlight capital assets have been allocated to Rural. Are there any 
streetlights in the Rural service area?  

On page 9 of Appendix 8-1, InterGroup states that “[t]he working capital portion of the rate base cannot 
be assigned 100% to Urban or Rural, therefore working capital requirements are assigned to common.” 
 
10.5 Please clarify how InterGroup applied the three steps of the COSA (functionalization, 

classification and allocation) to allocate the working capital to each customer class. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.1.1, p. 9 
Return on rate base 

On page 9 of Appendix 8-1, InterGroup states: 

a) The ROE for each service group was calculated based on equity portion of rate base 
as shown in Table 6 and proposed ROE at 9.25%. This results in $2.136 million ROE 
for Urban service area and $1.201 million ROE for Rural service area. Capital Reserve 
Transfers at $2.877 million are added to Urban service area only. 

11.1 Please confirm that InterGroup meant to refer to Table 4 instead of Table 6. 

11.2 Please recalculate the return on rate base based on a deemed equity thickness of 40%. 

11.2.1 Please update the COSA RCC ratios for each customer class based on this revision. 
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 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.1.2, pp. 9–11, Table 6 & Table 7, pp. 10–11 
O&M expense 

On page 10 of Appendix 8-1, InterGroup states that “generation costs and the purchased power costs 
are assigned to Urban and Rural service areas based on allocation factors shown in Table 6. Table 6 is 
prepared based on a feeder loading study conducted by Nelson Hydro for the period from 2015 to 2019, 
the previous five-year actuals, and shows five-year averages.” 
 
12.1 Please provide a copy of the feeder loading study. 

Table 6 shows that Nelson Hydro sells 88.9% of its own generation to Urban customers and 11.1% to 
Rural customers.  
 
12.2 Please clarify how InterGroup can identify how much of Nelson Hydro’s own generation is sold 

to Urban versus Rural customers. 

12.3 Please clarify why Table 7 shows that 100% of generation costs are assigned to Urban customers 
when InterGroup states it has assigned them to Urban and Rural based on allocation factors 
shown in Table 6, which are 88.9% Urban/11.1% Rural. 

Table 6 shows that Nelson Hydro sells 29.2% of its power purchases to Urban customers and 70.8% to 
Rural customers. It also shows that demand purchases are split 39.1% Urban versus 60.9% Rural. 
 
On page 10 of Appendix 8-1, InterGroup states that “the share of the demand purchases for Urban 
customers is higher compared to the energy sales.” 
 
12.4 Please clarify how InterGroup can identify what proportion of the purchased power is sold to 

Urban versus Rural customers. 

12.5 Please clarify why, for the purchased power, the percentage share between Urban and Rural is 
higher for demand purchase than energy sale. 

12.6 Please clarify why Table 7 shows that 33.5% of power purchase costs are assigned to Urban 
customers versus 66.5% to Rural customers when InterGroup states it has assigned them to 
Urban and Rural based on allocation factors shown in Table 6, which are 29.2% Urban/70.8% 
Rural. 

12.7 Please clarify how InterGroup assigned the transmission and distribution costs shown in Table 7 
to the three groups (Urban, Rural and Common). 

12.8 Please clarify how InterGroup assigned the general costs shown in Table 7 to the three groups 
(Urban, Rural and Common) 

12.9 Please clarify how InterGroup assigned the interest costs shown in Table 7 to Urban versus Rural 
customers. Please also clarify how InterGroup assigned the long-term debt to Urban versus 
Rural customers in Table 4. 

12.10 Is the allocation of costs between Urban, Rural and Common in Table 7 linked to the allocation 
methodology described in Appendix 7-1? If so, please elaborate. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.2, p. 11 
Functionalization of costs 

On page 11 of Appendix 8-1, InterGroup states that “General plant” includes general cost such as 
computer services, etc. 
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13.1 Please clarify what other costs are included in the “General plant” category. 

 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.1.2, Table 7, p. 11; Section 4.2.2, Table 8, p. 12 
Functionalization of the O&M expenses 

 
 
Table 8 below provides summary of total expenses by function. 
 

 
14.1 On the one hand, Table 7 seems to indicate that InterGroup started the Nelson Hydro COSA by 
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directly assigning O&M expenses into three groups, before functionalizing the O&M expenses. 
On the other hand, Table 8 seems to indicate that InterGroup started the Nelson Hydro COSA by 
functionalizing O&M expenses by function without directly assigning them into three groups. 
Please clarify the sequence of steps that InterGroup undertook. 

On page 11, InterGroup states that purchased power is included in the “generation” function. However, 
in Table 8 above, “power purchases” are not included under “generation expense.” 

14.2 Please clarify whether purchased power is included in the generation function. 

On page 13, InterGroup states that “[o]nce costs are functionalized, they are classified based on cost 
drivers between demand, energy, customer and revenue.” 
 
14.3 Please confirm, or otherwise explain, that from Table 8, InterGroup went directly to the second 

step of the COSA, which is to classify costs based on cost drivers, without attempting to directly 
assign cost between the three groups of Urban, Rural and Common. 

14.3.1 If so, please provide a table showing the results of the classification step, using Table 8 
as a starting point, and breaking down each function by its cost driver, i.e., demand, 
energy and customer. If not, please provide such table. 

14.4 Please confirm, or otherwise explain, that InterGroup used the same classification factors for 
O&M and capital assets. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.3, p. 13 
Classification of the costs 

On page 13 of Appendix 8-1, InterGroup states that “[o]nce costs are functionalized, they are classified 
based on cost drivers between demand, energy, customer and revenue.” [Emphasis added] 
 

 
 
15.1 Please elaborate on the category “revenue” as a cost driver and why InterGroup has chosen not 

to use it to classify cost. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.3, pp. 13–14 
Classification factors for generation plant 

On page 13 of Appendix 8-1, InterGroup states that “[i]n order to avoid the need for development of 
specific classification factors based on any range of detailed studies, the Nelson Hydro COSA uses broad 
industry-accepted factors which are then tested for reasonableness for application to Nelson Hydro.” 
 
InterGroup references the following utilities to look for industry-accepted classification factors: British 
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Columbia Hydro and Power Authority (BC Hydro), FortisBC Inc. (FBC), Yukon Energy and Yukon Electrical 
and Newfoundland and Labrador Hydro. 
 
InterGroup states that FBC classified generation 20% to demand and 80% to energy in its 2017 Cost of 
Service Analysis and Rate Design Application and indicates in footnote 23 that FBC notes that it is based 
on “the basis of the demand / energy split for equivalent BC Hydro 3808 Purchases.” 
 
16.1 Considering that the classification factors FBC chose for generation reflected its circumstances in 

respect of its BC Hydro 3808 Purchases, please elaborate on the appropriateness of using the 
same factors for Nelson Hydro. Please include a discussion of the similarity or difference 
between Nelson Hydro and FBC’s generation. 

16.2 Please elaborate on the similarities or differences between Nelson Hydro and BC Hydro, Yukon 
Energy and Yukon Electrical, and Newfoundland and Labrador Hydro in terms of 
interconnectedness of their system, generation mix, seasonality of generation, and any other 
relevant comparators. 

16.3 Please clarify why it is more appropriate to choose classification factors that have been accepted 
by the British Columbia Utilities Commission (BCUC) rather than by another provincial regulator. 

16.4 Considering that the factors used by the other three utilities (BC Hydro, Yukon Energy and Yukon 
Electrical, and Newfoundland and Labrador Hydro) give a weighting to “demand” that is at least 
double that of FBC’s, please discuss at a high-level how different would the COSA RCC ratios for 
each customer class be, at least directionally. 

On page 14, InterGroup states that “[t]he generation related expenses (other than purchased power) 
are classified based on the average classification factor for generation plant.” 
 
16.5 Please confirm, or otherwise explain, that by “generation related expenses,” InterGroup means 

the $1.231 million amount shown under “Generation Expense” in Table 8 (p. 12).  

16.6 Please clarify whether generation related expenses are classified based on 20% demand and 
80% energy. If not, please clarify what is meant by “the average classification factor for 
generation plant.” 

16.7 Please clarify whether the proposed classification factors of 20% demand/80% energy for 
generation also applies to the $6.636 million in purchased power from FortisBC (Table 8, p. 12).  

16.7.1 If not, please explain how purchased power costs are allocated among cost drivers. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.3, pp. 14–15 
Classification factors for transmission plant 

On page 14 of Appendix 8-1, InterGroup states that “generation integration transmission is typically 
classified in the same manner as the underlying generation plant. Most of the utilities, including BC 
Hydro and Fortis BC classify the grid transmission plant 100% to demand. The same approach was used 
for Nelson Hydro and transmission plant was classified 100% to demand.” 
 
17.1 Given that transmission plant is typically classified in the same manner as the underlying 

generation plant, and InterGroup classifies Nelson Hydro’s generation at 20% demand and 80% 
energy, please clarify why it chose to allocate its transmission plant 100% to demand. 

17.2 Please describe how Yukon Energy and Yukon Electrical, and Newfoundland and Labrador Hydro 
allocate their transmission plant and whether they are classified in the same manner as the 
underlying generation plant. 
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17.2.1 If different than a 100% to demand, please elaborate on whether it would be more 
appropriate to use a classification factor other than 100% to demand. If so, please 
discuss at a high-level how different would the COSA RCC ratios for each customer class 
be, at least directionally. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.3, p. 15 
Classification factors for distribution plant 

On page 15 of Appendix 8-1, InterGroup states that “utilities classify distribution costs to demand and 
customer using widely different factors” and that “[i]n order to develop a reasonable approach that can 
be applied to Nelson Hydro without requiring new asset classification categories, and that is 
representative of the BC experience, the classification factors used by BC Hydro were determined to be 
appropriate. These factors lead to all distribution assets being classified as 73% demand related and 27% 
customer related.” 
 
18.1 Please clarify why it is more appropriate for Nelson Hydro to use BC Hydro’s classification 

factors than those of FBC or Yukon Energy and Yukon Electrical, and Newfoundland and 
Labrador Hydro for its distribution plant.  

18.2 Please elaborate on the similarities and difference between Nelson Hydro’s distribution plant 
and that of these other three utilities. 

18.3 Are there any concerns of using the classification factors from one utility for generation and 
transmission (i.e. FBC) and from another utility for distribution (i.e. BC Hydro)? Why or why not? 

On page 15, InterGroup states that “[t]he transmission and distribution related expenses are classified 
based on average classification factor for transmission/distribution plant.” 
 
18.4 Please confirm, or otherwise explain, that by “transmission and distribution related expenses,” 

Nelson Hydro means the $1.674 million amount shown under “Transmission and Distribution 
Expense” in Table 8 (p. 12).  

18.4.1 If so, please clarify which items under “Transmission and Distribution Expenses” are 
classified 100% to demand and which ones are classified as 73% demand-related and 
27% customer-related.  

18.5 Please clarify what is meant by “the average classification factor for transmission/distribution 
plant.” 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.3, pp. 15–16; Table 3, p. 5 
Amortization 

On pages 15–16 of Appendix 8-1, InterGroup states: 

Other rate base cost categories were classified to customer, demand, and energy 
related cost as follows: 

• Accumulated Amortization: 

o Generation plant related – based on the proportion of total generation 
assets classified to customer, demand, and energy categories.  

o Distribution plant related – based on the proportion of total distribution 
assets classified to customer, demand, and energy categories. 
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19.1 Please clarify how InterGroup classified Nelson Hydro’s amortization related to transmission 
plant. 

19.2 Please clarify whether InterGroup used the values in the “Mid-Year Balance” column of Table 3 
to classify the accumulated amortization to customer, demand and energy related costs. 

19.3 Starting from Table 3, please provide a table showing the classification of capital assets and rate 
base by cost driver (demand, energy and customer). 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 3.0, p. 5; Section 4.3, pp. 15–16 
Working capital 

On pages 15–16 of Appendix 8-1, InterGroup states: 

Other rate base cost categories were classified to customer, demand, and energy 
related cost as follows: 

• Working Capital: 

o Based on the proportion of total assets classified to customer, demand, 
and energy categories. The inventory portion of the working capital 
requirements can be further detailed based on breakdown of inventory 
balances, however, this would be a time consuming process and will 
have very small impact to functionalization. 

On page 5, Nelson Hydro states that “[t]he working capital requirements are calculated based on cash 
requirements for O&M expenses as well as the mid-year inventory balances.” 
 
20.1 Considering that working capital is required for O&M expenses, please confirm, or otherwise 

explain that working capital is functionalized and classified on the same basis as O&M costs. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.0, Table 9, pp. 16–17; FortisBC Inc. (FBC) 2009 
Rate Design and Cost of Service Application, Exhibit B-1, (2009 FBC Application),3 PDF 
p. 41 and 123 
Demand allocation factors 

On pages 16–17 of Appendix 8-1, InterGroup states: 

As Nelson Hydro has a winter peaking system, and there are relatively small differences 
between customer usage characteristics, there is expected to be little difference 
between allocation based on the simpler approach of a single Coincident Peak (1 CP) 
and the more complicated approaches based on multiple coincident peaks (e.g., 2 CP, 4 
CP, reflecting more winter months). Given data limitations are also relevant to the 
choice of allocation factor, the use of a 1 CP was determined to be appropriate. 

 […] 

Coincident Peak and Non-coincident peaks are not metered at the class level. […] 
Therefore, customer class load factor and coincidence factors are estimated based on 

 
3 2009 FBC Application, https://www.bcuc.com/Documents/Proceedings/2009/DOC_23627_B-
1_FortisBC%202009%20Rate%20Design%20Application.pdf  

https://www.bcuc.com/Documents/Proceedings/2009/DOC_23627_B-1_FortisBC%202009%20Rate%20Design%20Application.pdf
https://www.bcuc.com/Documents/Proceedings/2009/DOC_23627_B-1_FortisBC%202009%20Rate%20Design%20Application.pdf
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factors used by FortisBC in its 2009 COSA as per Table 9 below. 

At page PDF 123 of the 2009 FBC Application, FBC states: 

The demand allocation method was selected after consideration of past precedent, 
FERC and OEB tests, comparisons of load shapes and growth of winter and summer 
peaks. The 12CP approach was rejected as FortisBC does not have a flat load shape over 
the year. The 2 CP approach was selected rather than a 1 CP or 4CP approach because 
FortisBC has a significant summer peak. While the summer peak is not at the same level 
as the winter peak, it is growing faster than the winter peak and will increasingly have a 
larger impact on the system. 

On page PDF 41 of its 2009 FBC Application, FBC provides the following graph showing the summer and 
winter peaks. 

 
 
21.1 Please provide a graph showing Nelson Hydro’s monthly peak demand for the period 2015–

2019. 

21.2 Assuming Nelson Hydro is a winter peaking only utility, please discuss the impacts of estimating 
the customer class load factor and coincidence factors based on factors used by FBC in its 2009 
COSA, which may be appropriate for a dual peaking utility but not for a winter peaking utility. 

21.3 Please compare Nelson Hydro’s monthly peak profile to that of the other utilities referenced in 
the COSA, such as BC Hydro, Yukon Energy and Yukon Electrical, and Newfoundland and 
Labrador Hydro, and discuss whether any of them would be a better comparator to use for the 
load parameters shown in Table 9. 

In footnote 28 on page 17 of Appendix 8-1, InterGroup states: 

FortisBC’s 2017 Cost of Service Analysis and Rate Design Application, Schedule 8.1 
shows annual NCP load factors for residential class at 42% compared to 40% in the 2009 
COSA, commercial at 55% compared to 43% in the 2009 COSA. These load factors shift 
more costs to residential class further worsening residential class revenue-cost-coverage 
ratios. Without identifying underlining factors for the change, Nelson Hydro cannot use 
new factors in Fortis BC’s 2017 application. Therefore, for the purposes of Nelson Hydro 



Nelson COSA and RDA BCUC IR No. 1 15 of 38 

COSA, Fortis BC’s 2009 COSA numbers have been used for residential and commercial 
customer classes. [Emphasis added] 

21.4 Please discuss the appropriateness of using the FBC 2009 COSA to estimate demand allocation 
factors and using the FBC2017 COSA in other areas of the Nelson Hydro COSA, e.g., the 
classification factors for generation. 

21.5 Please clarify why InterGroup selected for Nelson Hydro specific NCP load factors (i.e., those in 
the FBC 2009 COSA rather than the FBC 2017 COSA) based on the impact they had on the 
residential RCC ratio as opposed to selecting NCP load factors based on a set of objective 
criteria. 

21.6 Please recalculate the COSA results if the load parameters shown in Table 9 were instead based 
on the FBC 2017 COSA. 

21.7 Please clarify how InterGroup derived a calculated CP of 34.3 MW based on the load parameters 
shown in Table 9. Provide the calculations. 

21.8 Please clarify how transmission demand-related costs are allocated. 

On page 17 of Appendix 8-1, InterGroup states that “The variance is less than 5% which primarily reflects 
the losses and will not have any distorting effects on the COSA unless one class is materially prejudiced 
in respect of the peak as compared to any other class. There is no basis to conclude, on the available 
data, that any class is disproportionately affected by this peak allocation.” 
 
21.9 Please clarify the statement that 34.3 MW (before losses) is within 5% variance of the actual 

peak at 35.7 (including losses). 

21.10 Please provide the data on which InterGroup based its conclusion that no class is 
disproportionately affected by this peak allocation. 

21.11 Please provide a table specifically showing the result of the third COSA step, i.e., the allocation 
of costs to all six customer classes (residential, commercial and streetlight for both Urban and 
Rural service areas), using the load parameters shown in Table 9. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.4.3, pp. 17–18 
Customer allocation factors 

On page 18 of Appendix 8-1, InterGroup states that “[m]ost of the utilities reviewed use a customer 
weighting of 1.0 for residential and 3.0 for commercial customers.” 
 
22.1 Please confirm, or otherwise explain, that InterGroup used a customer weighting of 1.0 for 

residential and 3.0 for commercial customers. 

22.2 Please indicate which ones of the utilities reviewed used such a weighting and provide the 
weighting used by the other utilities who used a different weighting.  

22.2.1 Please discuss the pros and cons of these different weighting and why InterGroup chose 
a 1 to 3 weighting. 

 Reference: Cost of Service Analysis 
Exhibit B-1, Appendix 8-1, Section 4.5, pp. 18–19; Appendix 5-1, PDF p. 235 
FBC 2017 COSA and Rate Design Application, Exhibit B-1, p. 54 
COSA outcomes 

On page 18 of Appendix 8-1, InterGroup states: 
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On page 54 of the FBC 2017 COSA and Rate Design Application, FBC states: 

Since the expected revenues derived from billing components and forecast load differ 
slightly from the approved revenues from FBC’s 2017 Annual Review, an adjustment is 
made on a prorated basis to ensure that total allocated revenue divided by total 
allocated costs is equal to unity. The resulting R/C ratios help inform the need for 
revenue rebalancing. Revenue rebalancing is the method by which the utility shifts 
revenue responsibility from one customer group to another. [Emphasis added] 

23.1 Please explain why, in Nelson Hydro’s case, the total allocated revenues (2019 actual revenues) 
divided by the total allocated costs does not equal to unity.  

23.2 For each customer class shown in the above table, please discuss how sensitive the COSA RCC 
ratios are to each of the assumptions Nelson Hydro made throughout the COSA regarding the 
classification and allocation factors. 

On page 19 of Appendix 8-1, InterGroup states that “[t]he impact from Streetlight class is not significant 
considering very small size of the class and also RCC at 99.6% which indicates the class revenues are 
close to cost to serve of this class.” 
 
On PDF page 235 of its Application, the previous 2017 COSA results indicate an RCC ratio for Streetlight 
customers at 75.60%, which Nelson Hydro characterized as low compared to a 90% to 110% range of 
reasonableness. 
 
23.3 Please explain why the RCC ratio for Streetlight customers went from 75.6% in the 2017 COSA to 

99.6% in the 2019 COSA.  
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23.4 Please clarify why the RCC ratio for Streetlight customers is not provided for both the Urban and 
Rural service areas. 

 
C. RATE DESIGN 

 Reference: Rate Design 
Exhibit B-1, Section 9.1, p. 61 
Current rate structure 

On page 61 of the Application, Nelson Hydro states that “[t]he current rates for residential customers 
are at the same level for Urban and Rural, while rates for commercial customers in the Rural area are 
slightly higher than the rates for Urban area (about 3% higher) and streetlight rates for Rural area are 
higher by about 10%.” 
 
24.1 Please confirm, or otherwise explain, that rates for both “small commercial” and “commercial 

service” in the Rural area are higher than rates for their counterparts in the Urban area. 

24.2 Have Nelson Hydro’s rates for commercial and streetlight customers always been higher for the 
Rural and Urban areas?  

24.2.1 If not, please discuss the circumstances that prompted Nelson Hydro to increase the 
Rural rates above the Urban rates for these two classes of customers and indicate 
whether the rate increases were supported by a COSA analysis. Please provide the 
reference to the BCUC orders and decisions that approved such rate differentials. 

24.2.2 If yes, please discuss the rationale for setting them up in this fashion historically and 
indicate whether this rate difference was supported by a COSA analysis. Please provide 
the reference to the BCUC orders and decisions that approved such rate differentials for 
Rural commercial and streetlight customers. 

 Reference: Rate Design 
Exhibit A2-1, December 10, 2020 Nelson Hydro Open House Presentation, p. 13 and p. 
16 
Historical difference between Rural and Urban residential rates 

On page 13 of Nelson Hydro’s December 10, 2020 presentation, Nelson Hydro states that “[s]ervicing 
the Rural area is more expensive due to a number of factors (e.g., covers a larger area, more vegetation) 
and that [c]urrently the Rural residential rates are equal to Urban residential, but historically there was a 
differential.” 
 
On page 16, Nelson Hydro also states: “Historical rate differential until 1995.” 
 
25.1 Please elaborate on the circumstances that prompted Nelson Hydro to equalize the Rural and 

Urban residential rates in 1995. Was the elimination of the rate differential based on a COSA?  

25.1.1 If yes, please clarify why Nelson Hydro determined at that time that it was not more 
expensive to service the Rural area. 

25.1.2 If not, on what basis did Nelson Hydro determine that the rate differential should be 
eliminated? 
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 Reference: Rate Design 
Exhibit B-1, Section 9.1, Table 9-1, p. 61 
Current rate structure 

 
 
26.1 Based on the 2019 COSA, please discuss Nelson Hydro’s cost structure in terms of fixed versus 

variable costs, for each of the four classes of customers shown in Table 9-1.  

26.1.1 For each of those customer classes, please discuss whether the proportion of revenues 
recovered from the fixed charge and from the variable charge is appropriate in relation 
to Nelson Hydro’s cost structure. 

26.2 For each of the three customer classes shown in Table 9-1 to have a Basic Charge, please 
indicate what percentage of the fixed COSA charges is collected through the Basic Charge. 
Please provide the supporting calculations. 

26.3 For the Streetlight customer class, please discuss the rationale for having a rate that is 100% 
fixed for the respective lamp size. 

 Reference: Rate Design 
Exhibit B-1, Section 8.3, p. 59 
Cost of service analysis outcomes 

On page 59, Nelson Hydro states that “There is no uniform range of reasonableness and, for this 
Application, Nelson Hydro proposed a range of reasonableness of 95% to 105%, but in the longer term is 
targeting 100% cost recovery.” 
 
27.1 In light of Nelson Hydro’s proposals to bring the Rural residential customer class from an 80.4% 

RCC to a 95% RCC over three years and to leave the Rural commercial customer class unchanged 
with an RCC of 108.8%, please discuss over what timeframe would Nelson Hydro plan to bring 
those RCCs to 100%, if at all. 
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 Reference: Rate Design 
Exhibit B-1, Section 9.3, pp. 62, 65 & 68; Nelson Hydro’s 2021 General Rate Increase 
Application, Exhibit B-1, p. 1 
Proposed rate increases for Rural residential customers 

On page 65, Nelson Hydro states, in note 1b) below Figure 9-1, that “[t]he “September 2021” bills 
assume 5.7% increase in Rural residential rates effective September 1, 2021 as part of phase-in rate 
increases [5.7%/year over three years] to bring Rural residential class revenue-to-cost-coverage ratio 
within the range of reasonableness [at least 95% cost coverage]. The “September 2022” and 
“September 2023” bills assume further 5.7%/year increases. 
 
On page 68, Nelson Hydro states that “Nelson Hydro is proposing that this rate adjustment be phased-in 
over a three-year period to avoid larger bill impacts to the customers which would result in an annual 
average rate increase of 5.72% [applied to both fixed and variable rates] for total compounded rate 
increase of 18.17% over three years as shown in Table 9-3 below.” 
 
28.1 Please discuss why Nelson Hydro does not propose changing the rate design of the Rural 

residential rate, i.e. the average rate increase of 5.7% is applied to both fixed and variable rates. 

28.1.1 Please discuss why the current rate design, i.e. the split between the fixed and variable 
components of the residential rate, is consistent with Bonbright principles. 

28.2 Once the 5.7% rate increase has been applied to the Rural residential rate, please indicate what 
percentage of the fixed COSA charges is collected through the Basic Charge. Please provide the 
supporting calculations. 

On page 62, in footnote 163, Nelson Hydro states that “these rate adjustments will apply on top of any 
future rate adjustments based on annual rate applications.” 
 
In its application for a 2021 general rate increase, Nelson Hydro requests BCUC approval for a general 
rate increase of 2.3% for the Rural service area for the calendar year (a 3.32% increase effective April 1, 
2021). 
 
28.3 Please confirm, or otherwise explain, that Nelson Hydro proposes to increase the Rural 

residential rates twice per year for 2021 (on April 1 and September 1, 2021) and for the 
following two years. 

28.3.1 Please discuss the pros and cons of implementing the rebalancing rate increase and the 
general rate increase at two distinct dates in the calendar year, rather than at once. 

28.4 For 2021, please calculate the cumulative effect of the rebalancing rate increase and the general 
rate increase for Rural residential customers. 

28.5 Please discuss whether Nelson Hydro views an annual rate increase of 10% or more as rate 
shock. 
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 Reference: Rate Design 
Exhibit B-1, Section 9.3, Figure 9-1, p. 65 
Bill impact of the proposed rate increases for Rural residential customers 

 
 
29.1 Please discuss what level of monthly consumption would describe a high-usage Rural residential 

customer in the Rural service area. 

29.2 Please complete the following table, and use the response from the previous question on high-
usage level: 

  Monthly Consumption (kWh) 
 500 1,000 1,150 1,450 2,250 High 

usage 

M
on

th
ly

 b
ill

s 
($

) 

As of 09/01/21       
% increase YoY       
As of 09/01/22       
% increase YoY       
As of 09/01/23       
% increase YoY       

 
29.3 For the year 2021, please calculate the bill impact in dollar and percentage relative to the 

previous year for the consumption levels shown in the table above. 

29.4 Please discuss whether Nelson Hydro uses a bill impact threshold of no more than 10% bill 
impact on the most adversely impacted customer, or any other bill impact threshold, as a 
limiting factor of its rate design models.  

 Reference: Rate Design 
Exhibit B-1, Section 9.2, p. 61 
Rate design based on accepted principles  

On page 61, Nelson Hydro states that its rate design proposals are guided by accepted rate design 
principles as identified by Dr. Bonbright in Principles of Public Utility Rates.  
 



Nelson COSA and RDA BCUC IR No. 1 21 of 38 

30.1 Please discuss whether Nelson Hydro has considered introducing a residential inclining block 
(RIB) rate to incent customers to conserve energy and promote an efficient use of energy, in line 
with Principle 3? If so, please provide a summary of those discussions.  

30.2 Please discuss whether the proposed rate increase for the Rural residential customers is 
consistent with Principle 7 related to revenue stability.  

 Reference: Rate Design 
Exhibit B-1, Section 9.3, Figure 9-3, pp. 66–67 
Rate benchmarks 

On pages 66 to 67, Nelson Hydro states: 

Another relevant comparable is to examine the rates of the other municipally-owned 
utilities in British Columbia (i.e. Grand Forks, New Westminster, Penticton, and 
Summerland). These utilities serve only their Urban areas which are significantly more 
compact than Nelson Hydro’s Rural service area, which is much more widespread. 
Furthermore, these utilities rely entirely on power purchases from FortisBC to service 
their load demands and are not able to moderate rates with the benefit of any surplus 
generated power. 

Table 9-3 shows that Nelson Hydro’s current residential Rural bills at 1,150 kWh/month 
are lower than those of the other municipally-owned electric utility rates serving their 
more compact Urban areas. […]  

Nelson Hydro’s Urban rates should not be used as a comparative or benchmark rate in 
setting the Rural rates. As set out in Section 4.3, respectfully, the Commission does not 
regulate the Urban residential customer class and as a result it is not an appropriate 
comparable. 

31.1 Please confirm, or otherwise explain, that the other four municipally-owned electric utilities 
against which Nelson Hydro compares its rates are not regulated by the BCUC. 

31.1.1 If confirmed, please clarify why the residential rates of these four municipally-owned 
electric utilities can be used for the purpose of rate benchmarking but not the Nelson 
Hydro’s Urban residential rate. 

31.2 Considering the differences between Nelson Hydro and the other four municipally-owned 
electric utilities, such as more compact geographical service area and 100% reliance on power 
purchases from FBC, please clarify why Nelson Hydro views these utilities are relevant 
comparable benchmarks? 

31.3 Please revise Figure 9-3 by adding a bar showing Nelson Hydro’s Urban residential bill at 1,150 
kWh/month once Nelson Hydro has adjusted the Urban residential rate to recover that 
customer class’s cost of service. 

 Reference: Rate Design 
Exhibit B-1, Section 9.3, p. 67; Appendix 8-1, Table 3, p. 5 
Capital reserves 

On page 67 of the Application, Nelson Hydro states that:  

[t]he Urban rates are also not an appropriate comparable because the Urban customers 
not only pay their measured costs, plus an ROE/dividend, they also contribute to Capital 
Reserves for replacement of assets. Rural customers do not have these additional cost 
drivers as part of their rates. Thus, while the City of Nelson cannot avoid putting aside 
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Capital Reserves due to municipal finance rules, it is the Rural customers who are 
relieved of the responsibility to pay for these reserves. [Emphasis added] 

 
On page 5 of Appendix 8-1, InterGroup in Table 3 provides the mid-year balance of capital assets and 
rate base for 2019. 
 
32.1 Please clarify whether the assets for which the Urban customers contribute to capital reserves 

for their replacement are those generation and transmission/distribution assets listed in Table 3 
of Appendix 8-1. If not, please clarify, with reference to the assets listed in Table 3, which ones 
are those that the Urban customers pay to replace. 

32.1.1 Please clarify whether the assets that are subject to the Capital Reserves paid for by the 
Urban customers are also used and useful for the Rural customers. If not, why not. 

32.1.1.1 If so, please explain why the Rural customers are relieved of the 
responsibility to pay for these capital reserves. 

 Reference: Rate Design 
Exhibit B-1, Section 4.3.1, pp. 35–36; Section 9.3, p. 67; BCUC Report to the 
Government of BC on the Impact of BC Hydro and FortisBC’s Residential Inclining Block 
Rates (RIB Report),4 p. 3 
Postage stamp rate principle 

 
On page 67, Nelson Hydro states that “[t]he postage stamp principle, as discussed in Section 4.3.1, does 
not apply to Nelson Hydro’s Urban and Rural customer classes and accordingly the postage stamp 
principle cannot not be relied upon to reject the proposed Rural rate change and resulting rate 
differential.” 
 
On page 35, Nelson Hydro states that “[n]otably, the postage stamp principle does not apply across the 
service area of different utilities”. 
 
 
33.1 Please discuss whether the Urban and Rural service areas should be viewed as two different 

utilities for the purpose of setting rates. If so, why? And how? 

On page 36, Nelson Hydro states “… the Commission, in regulating the Rural portion of the City’s electric 
utility, has consistently recognized that the cost to serve customers in the Rural area is higher than in 
the City, and at no point did the Commission equalize rates between the Urban and Rural ratepayers.” 
 
33.2 Please provide all relevant excerpts from prior BCUC decisions where the BCUC recognized that 

the cost to serve customers in the Rural area is higher than in the City. 

 
On page 3 of the RIB Report, the BCUC states: 

R/C ratios can also be used to evaluate whether intra-class cross-subsidization occurs. In 
this context, it is important to keep in mind that residential electricity rates in BC are set 
on a “postage stamp” basis, whereby all customers in the BC Hydro territory pay the 
same amount regardless of their location, as do FortisBC customers (though BC Hydro 
and FortisBC customers have different rates). It is understood that costs to serve specific 

 
4 BCUC Report to the Government of BC on the Impact of BC Hydro and FortisBC’s Residential Inclining Block Rates, dated 
March 28, 2017, DOC_49001_03-28-2017_BCUC-RIB-Rate-Report.pdf 

https://www.bcuc.com/Documents/Proceedings/2017/DOC_49001_03-28-2017_BCUC-RIB-Rate-Report.pdf
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residential customers vary depending on many factors, including but not limited to 
location within the province, population density, and housing type. Hence, postage 
stamp rates inherently accept a degree of cross-subsidization between different 
residential customers. 

33.3 Please discuss why Nelson Hydro does not view postage stamp rates, which inherently accept a 
degree of cross-subsidization between different residential customers of BC Hydro and FortisBC 
as applicable to Nelson Hydro’s residential customers. 

 

 Reference: Rate Design 
Exhibit B-1, Section 9.4, Table 9-2, p. 68 
Rate rebalancing 

On page 68, Nelson Hydro states: 

Table 9-2 below shows that Rural residential rates should be increased by 18.2% to get 
RCC ratios of at least 95%. 

 

No rate adjustments are proposed for Rural commercial as class revenues are very small 
and total Rural service area still shows revenue shortfall of $0.365 million even after 
residential rate increases, even though no Capital Reserves are being funded by the 
Rural area. [Emphasis added] 

34.1 Please explain why Nelson Hydro is not recovering its 2019 revenue requirement through rates 
that were approved on a cost of service basis.  

34.1.1 In doing so, please clarify if the revenue shortfall shown in the Table above is a result of 
a change in methodology from the previous rate application where Nelson Hydro 
included a dividend and transfer to capital reserve as part of the cost of service which 
Nelson Hydro proposes to replace with a rate base/rate of return method. 

34.2 Please discuss the appropriateness of proposing changes to the cost of capital at the same time 
as undertaking a COSA.  

34.2.1 Please discuss whether the simultaneous change in cost of capital would prevent Nelson 
Hydro to isolate the COSA outcomes to determine whether each customer class pays its 
equitable share of the cost of service.  

34.3 Please clarify how Nelson Hydro proposes to cover the revenue shortfall during the phase-in and 
even after the proposed rate increases are completed. 

34.3.1 If Nelson Hydro absorbs the revenue shortfall, would that effectively reduce the ROE? If 
so, please indicate by how much the ROE would be reduced in 2021, 2022 and 2023? 

34.4 Please recalculate the required rate increase for the Rural residential customers to achieve an 
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RCC ratio of 100%. If a 100% RCC Ratio is the target and it is to be phased-in over three, four or 
five years, what would be the annual rate increase for each scenario? 

34.5 Please discuss what alternatives could be implemented to smooth rate increases other than 
expanding the timelines (e.g., changing the fixed/variable rate structure, etc.) 

34.6 Please calculate the required rate decrease for the Rural commercial customers to achieve an 
RCC ratio of 105% and of 100%. Please show the supporting calculations and specify a time 
period for such rate change(s). 

34.6.1 Would Nelson Hydro propose to phase-in this rate decrease? Why or why not. 

34.6.2 If the Rural commercial rate was decreased to achieve an RCC ratio of 105%, please 
recalculate the revenue surplus generated from the Rural commercial rate class after 
the rate change. 

 Reference: RATE DESIGN 
Exhibit B-1, Section 9.5, p. 69 
Alternatives to not achieving acceptable rate design 

On page 69 of the Application, Nelson Hydro states: 
 

If Nelson Hydro is unsuccessful in achieving an acceptable rate design for the Rural residential 
service area in order to adequately recover the cost to service those ratepayers, there is no 
business case to continue servicing that area – especially given that such service is currently 
being provided to the detriment of the City’s Urban ratepayers. As detailed in Section 4, the City 
is currently operating within a dynamic that is unfavorable to its own residents and taxpayers 
and, as such, is inconsistent with the requirements of the Community Charter. Accordingly, if 
Nelson Hydro cannot achieve an acceptable rate design in the Rural service area it will 
vigorously explore all of its options and alternatives with regard to the Rural portion of the 
utility, which could include divestment (i.e. sale) of the Rural portion of the utility, among other 
options. 
 
The City of Nelson would be open to discussing some of these options in more detail with the 
Commission on a confidential basis if requested, due to the potentially commercially sensitive 
nature of the information. 

 
35.1 Considering Nelson Hydro’s objective to adequately recover the cost to service the Rural 

customers, please clarify why the rate adjustments proposed in Table 9-2 do not aim to recover 
100% of the cost of service for the Rural service area. 

35.2 Please clarify and elaborate why service to Rural customers is “currently being provided to the 
detriment of the City’s Urban ratepayers.” 

35.3 Please clarify what Nelson Hydro means by achieving “an acceptable rate design in the Rural 
service area.” What are these “acceptable rate design” outcomes other than the proposed rate 
adjustments for the Rural residential customer class? 

35.3.1 Please clarify whether achieving “an acceptable rate design” also include the approval of 
the proposed 9.25% ROE and/or the approval of the proposed policies. 

35.4 Please elaborate on the option of divesting the Rural portion of the utility.  

35.5 Please provide a brief description of each of the other options that Nelson Hydro may consider if 
Nelson Hydro cannot achieve an acceptable rate design in the Rural service area. 
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D. POLICIES FOR APPROVAL 

 Reference: OTHER POLICIES FOR APPROVAL 
Exhibit B-1, Section 7.1, p. 50 
Cost Allocation Methodology Policy 

On page 50, Nelson Hydro states: 
 
 The following policies are now presented to the Commission for approval… 
 

Nelson Hydro allocates its costs and expenses amongst its service areas and customer classes in 
a way that reflects how each service area and customer class uses the utility’s services. These 
allocations are used to calculate rates for the service areas (with Rural rates being subject to 
Commission approval)… Notably, the methodology put forward by this policy is not identical to 
the allocations in the COSA as presented in Section 8. However, the resulting allocated costs are 
very similar. For the purposes of efficiency, and to keep regulatory costs to a minimum, Nelson 
Hydro proposes to use the Cost Allocation Methodology for budgeting purposes and to serve as 
a guide for future rate applications. [Emphasis Added] 
 

36.1 Please explain why the allocations in the Cost Allocation Methodology Policy are not identical to 
the allocations presented in the COSA.   

36.2 Please provide examples of how the cost allocation methodology will be carried out in practice.   

36.3 Please provide examples of the differences between the costs allocated per the cost allocation 
methodology and the costs presented in the COSA.  

36.4 Given that Nelson Hydro is requesting approval of the COSA, please explain the purpose of the 
BCUC approving the Cost Allocation Methodology policy and why it is requested.  

 Reference: OTHER POLICIES FOR APPROVAL 
Exhibit B-1, Section 7.2, pp. 52, 50–56 
Generation Rates Policy 

On page 52, Nelson Hydro states: 
 

Meanwhile, a municipally-owned utility is established to serve the needs of its residents, who 
are both ratepayers and shareholders. City Council, in essence, acts as a board of directors. The 
return the City receives does not go out as cash payments to its residents and they cannot sell 
their “shares”. Rather, this return provides services to the community. 

 
On page 55, Nelson Hydro states: 
 

the electrical utility is fully capable of accurately accounting for how it allocates generated 
power versus purchased power… Through metering and load forecasting studies, the City can 
accurately identify how power purchase costs can be fairly allocated between customers. 

 
On pages 55 to 56, Nelson Hydro states: 
 

Stated another way, Nelson Hydro purchases power from FortisBC primarily to serve the Rural 
service area, and this is why it is just and reasonable to allocate the power purchases to the 
Rural service area. If Nelson Hydro were not serving the Rural service area it would only make 
power purchases from FortisBC when its own generated power is not sufficient to serve the 
Urban service area. Thus, the proposed allocations for generated and purchased power are 
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justified and reasonable because Nelson Hydro would not make the power purchases that it 
makes but for the fact that it services the Rural service area, and it is able to calculate precisely 
the amount of power purchases that are needed to service the Rural service area. 

 
37.1 Please clarify how Nelson Hydro’s ratepayers are shareholders of Nelson Hydro. Please include 

whether this statement is only in reference to Urban or Rural ratepayers or both. 

37.2 Given there is only one distribution grid, please explain how this generation allocation can be 
determined and how power purchases can be fairly allocated between customers. Please 
include evidence such as the metering and load forecasting studies that can substantiate this. 

37.3 Given that Nelson Hydro is requesting approval of the COSA, please explain the purpose of the 
BCUC approving the Generation Rates policy and why it is requested.  

37.4 If policy approval is required, please explain whether the Urban ratepayers ever exceeded 
generated power and purchased power. How is Nelson Hydro able to track this?  

 
On page 56 of the Application, Nelson Hydro states: 
 

Finally, it is worth noting that a significant number of Rural customers are served directly from 
FortisBC’s transmission lines on the Northshore through the City’s Coffee Creek substation. 
Therefore, for these customers, the purchased energy is not “pooled and indistinguishable once 
it enters that distribution system.” Currently, Nelson Hydro can also supply these customers 
through the City’s transmission lines in the event of loss of supply from FortisBC. It would also 
be possible to interconnect to the FortisBC transmission at the Granite Point substation which 
serves Southshore customers to achieve the same result – namely the ability to ensure that the 
purchased power is kept segregated from the utility’s own generated power. However, there 
are reliability advantages to serving Rural and Urban customers under the current 
configurations and multiple supply points that otherwise would be lost if the Commission 
required Nelson Hydro to separate connection points to physically track electrons between 
purchases from FortisBC and the City’s self generation. 
 

37.5 Please provide how many Rural customers are served directly from FBC transmission lines from 
the Coffee Creek substation. 

37.6 Please provide how many Rural customers can be connected with the Granite Point Substation 
and the costs associated of this, such as any additional infrastructure that may be required from 
Nelson Hydro and FBC and the length of time the transition would require.  

 

 Reference: OTHER POLICIES FOR APPROVAL 
Exhibit B-1, Section 7.3, pp. 56; Appendix 7-3, pp. 2–3 
Debt (Non-Municipal) Policy 

On page 56, Nelson Hydro states: 
 

The Debt (Non-municipal) Policy addresses the amount of debt financing that Nelson Hydro may 
undertake in relation to the Rural portion of the utility and also sets out the procedure used to 
determine the level of debt financing that is appropriate. The policy reflects direction that has 
been provided to Nelson Hydro by the Commission and reflects the municipal legislation 
applicable to the utility. 

 
Appendix 7-3 provides the following noted procedural steps in arriving at the Nelson Hydro’s debt to 
equity range: 



Nelson COSA and RDA BCUC IR No. 1 27 of 38 

 
1. A 10 year capital renewal plan is developed for all proposed City asset additions, including 
those for Nelson Hydro… 

 
5. The 5 year financial bylaw and the electrical utility rate bylaws are presented to Council for 
first three readings… 

 
8. Operating and capital renewal plans are provided to the BCUC as required. It should be noted 
that the process to approve long-term borrowing will require the BCUC to approve these capital 
projects and funding through borrowing at least a year in advance of the project delivery… 

 
14. Staff receives approval from the BCUC and Council on the following options: 

a. Defer the capital projects to a future year 
b. Fund through short-term borrowing 
c. Fund through equity  

 
38.1 Please discuss whether Nelson Hydro would file an application under section 45 of the Utilities 

Commission Act (UCA) for any future capital projects. 

38.1.1 Please clarify whether an application would be filed when the capital project relates is 
to expand the plant (in the urban area) versus extending transmission lines outside 
municipal boundaries (in the rural area).  

38.2 Please explain the purpose of the BCUC approving the Debt (Non-municipal) policy and why it is 
requested.  

38.2.1 Please explain how the Debt (non-municipal) policy relates to section 59 to 61 of the 
UCA. 

38.2.2 Please clarify whether Nelson Hydro will seek approval under section 50 of the UCA 
when it requires to raise debt. 

38.3 If policy approval is required, please explain if the procedural steps listed in the policy is 
currently in process and if so, at what step. Please include whether a five-year financial bylaw 
has been completed.  

38.4 If policy approval is required, please explain whether there is any capital spending expected for 
the rural area for the next five years and how does Nelson Hydro expect to fund these projects. 

 Reference: OTHER POLICIES FOR APPROVAL 
Exhibit B-1, Section 4.4.2.2, p. 38: Section 4.4.2.3, p. 40: Section 7.4, p. 56  
Deferral Account (Non-Municipal) Policy 

On page 38, Nelson Hydro states: 
 

With the implementation of PSAB, municipalities like the City of Nelson were forced to adopt 
more sophisticated accounting methods. As a result, the City now has the capability to 
implement a true cost of service model for Nelson Hydro in a cost-effective manner that can be 
used to accurately calculate the Rural rate to reflect the higher cost of service associated with 
that service area.  

 
On page 40, Nelson Hydro states: 
 

In adopting a standard cost of service approach for the Rural part of the utility, using rates 
to fund capital expenditures is not appropriate as regulated ratepayers pay a return on equity to 
recognize that the shareholder (i.e. the City) has funded those capital assets. It would also put 
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unnecessary rate pressure on Rural rates. The use of a deferral account is the appropriate tool 
to hold any variance in operating income and surpluses less any deficits for the Rural portion of 
the utility. 

 
On page 56, Nelson Hydro states: 
 

The Deferral Accounts (Non-municipal) Policy seeks to formalize the use of deferral accounts to 
account for the difference between budgeted expenditures and revenues and actuals in the 
Rural service area…This is an alternative to the use of capital reserves – which, …, are not 
appropriate for the Rural portion of the utility, as the City would be making a return on assets 
paid for by rural ratepayers who are not also shareholders.  

 
39.1 Please explain the purpose of the BCUC approving the Deferral Account (Non-municipal) policy 

and why it is requested.  

39.2 Please confirm, or explain otherwise, that the Public Sector Accounting Board (PSAB) allows 
Nelson Hydro to account for deferral accounts. 

39.3 Please explain whether the expenditures that are requested for deferral account treatment are 
controllable or uncontrollable from management’s perspective. 

39.4 Please clarify whether Nelson Hydro is requesting approval of a specific deferral account. If so, 
please specify the details of each deferral account proposed including an explanation of which 
expenses Nelson Hydro is seeking deferral account treatment for.  

39.4.1 Please provide the amortization period Nelson Hydro would use to recover amounts 
within the deferral account. 

39.4.2 Please explain whether Nelson Hydro would seek to recover carrying costs on these 
deferral accounts and what interest rate would be used to calculate such costs.  

39.5 If policy approval is required or a specific deferral account is requested, please explain how 
Nelson Hydro plans to recover/refund amounts included in the deferral accounts. Please discuss 
whether a general rate increase/decrease or rate rider would be used. 

 
E. COST OF CAPITAL 

 Reference: Annual Return 
Exhibit B-1, Section 6.2, p. 48; Appendix 6-1, p. 6; BCUC Generic Cost of Capital (GCOC) 
Proceeding (Stage 1) Decision and Order G-75-13 dated May 10, 2013, pp. 96, 100 
Credit Rating  

On page 48, Nelson Hydro states: 
 

Assessment of Nelson Hydro’s Credit Rating. Nelson Hydro is not a stand-alone entity; rather, it 
is a department of the City of Nelson. As such, Nelson Hydro does not have, and would not be 
able to access, a third-party credit rating. The Report explains that Nelson Hydro has very little 
business or financial risk and further notes that “Nelson Hydro has an exceptionally strong 
capital structure (debt:equity ratio), effectively no currency or interest rate risk, has strong 
financial policies and oversight, has excellent liquidity (little interest obligations, good dividend 
paying ability) and strong management and governance (including transparently elected 
representatives of the shareholder).” The Report concludes that although Nelson Hydro cannot 
be rated by an independent ratings agency, it would qualify for an excellent credit rating and its 
risk profile is “likely to be very good to excellent.”145 
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In footnote 145, Nelson Hydro states: 
 

Notably if Nelson Hydro were a standalone utility the risk profile would likely be significantly 
diminished. 

 
Pages 96 and 100 of the 2013 GCOC Stage 1 Decision explains the Stand-Alone Principle stipulates that 
the determination of a small size utility’s ROE and capital structure must be considered on an individual 
and independent basis. If the small utility is owned by a larger parent company, this relationship should 
have no impact on cost of capital determinations. 
 
40.1 Please clarify whether Nelson Hydro is owned by the City of Nelson or is a department of the 

City of Nelson. 

40.2 Please explain the credit rating that Nelson Hydro would have if it was as a standalone utility 
and not a part of the City of Nelson.  

40.3 Please explain whether is it reasonable to assess Nelson Hydro as a part of the City of Nelson or 
if it would be more appropriate for Nelson Hydro’s risk profile to only reflect it as a standalone 
utility in the context of this Application.  

40.4 Please discuss whether the City of Nelson could be considered the “parent company” of Nelson 
Hydro. 

40.5 Please compare the rating of “very good to excellent” to the ratings of a credit agency such as 
Moody’s, S&P or DBRS.  

40.5.1 With the same scale, please indicate what Nelson Hydro means by “significantly 
diminished.” 

 
Page 6 of Appendix 6-1, InterGroup states:  
 

Financial Risk: The primary consideration in financial risk analysis is cash-flow-to-leverage. As 
Nelson Hydro uses almost no debt, the utility has an excellent financial risk profile… The only 
major financial risk faced by the Corporation out of the traditional metrics relates to capital 
investment (there is little risk tied to working capital). The capital investment pattern over 2011 
to 2022 (forecast) can vary from $1.3 million below the mean (mean is $2.8 million) to $1.4 
million above. This range of capital spending is within the capital reserve annual transfers each 
year and is largely managed without recourse to debt, and is therefore not considered a 
material risk to the finances of the utility…The credit rating assessments also consider modifiers 
which Nelson Hydro considers to be strongly positive, with the exception of diversification or 
products (most revenues come from electricity sales). In particular, Nelson Hydro has an 
exceptionally strong capital structure (debt: equity ratio), effectively no currency or interest rate 
risk, has strong financial policies and oversight, has excellent liquidity (little interest obligations, 
good dividend paying ability) and strong management and governance (including transparently 
elected representatives of the shareholder). 

 
40.6 Please provide the financial metrics that InterGroup used to assess the credit rating and risk 

profile of Nelson Hydro.  

40.7 Please clarify whether these metrics were calculated only on Nelson Hydro’s financial 
statements or on the City of Nelson’s financial statements. 

40.7.1 If metrics were calculated on the City of Nelson’s financial statements, please provide 
the metrics on based Nelson Hydro’s financial statements only.    
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On page 6 of Appendix 6-1, InterGroup states: 
 

Nelson Hydro is a department of the City of Nelson and has no opportunity to attract capital 
from any party other than the City. The City has an obligation and expectation of maintaining a 
reliable and safe utility and commits capital to fulfill this requirement. As a result, the cost of 
capital is not the key criteria in “attracting” capital. 

 
40.8 Please discuss whether it is possible to assess Nelson Hydro’s ability to attract capital if it was a 

standalone utility for the Rural area. 

 Reference: Annual Return 
Exhibit B-1, Appendix 6-1, p. 8; Appendix 6-2, p. 1; Nelson Hydro 2017 Rate 
Application Order G-119-17 with Reasons for Decision, dated August 8, 2017, pp. 8–9 
Capital Structure 

On pages 8 to 9 of Order G-119-17, the BCUC states: 

The selection of an appropriate deemed capital structure is for the most part a function 
of the assessed stand-alone business risks of an operation and the financial metrics 
(allowing for access to capital markets) which result from them. In BC, there has been a 
longstanding reliance on deemed capital structure. The Commission typically reviews 
the individual risks of a benchmark utility (currently FEI is the benchmark utility), 
assesses any change from previous reviews and deems what it considers to be an 
appropriate capital structure. Other utilities are then measured against this benchmark 
and differences in risk are reflected in the capital structure, the ROE or both. 

 
On page 8 of Appendix 6-1, InterGroup states: 

As the utility is properly financed by a capital structure roughly 85% equity and 15% 
debt, there is little reason to utilize an alternative deemed structure. It is reasonable for 
Nelson Hydro use the existing debt to equity ratio considering the uniqueness of Nelson 
Hydro as municipality owned utility. [Emphasis Added] 

 
On page 1 of Appendix 6-2, Nelson Hydro states: 

…the City of Nelson adopts the recommended after tax rate of return of 9.25% as its 
rate of return to calculate rate of return for the Rural portion of Nelson Hydro.  

Council reserves the right to apply to the BCUC to modify the rate of return in the future 
if it believes the conditions justifying a different rate of return are present. 

41.1 Please explain what “properly financed” means and what criteria this is based on. 

41.2 Please provide Nelson Hydro’s actual capital structure. 

41.3 Please clarify why “there is little reason to utilize an alternative deemed structure.” 

41.4 Please discuss implications if the BCUC were to establish a deemed capital structure for Nelson 
Hydro. Please explain how a deemed capital structure would work given Nelson Hydro’s Urban 
and Rural lines of business. 

41.4.1 If Nelson Hydro is to have a deemed capital structure, what would Nelson Hydro 
propose? Please justify. 
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41.5 Please provide Nelson Hydro’s return for the past five years with an 85% equity thickness and a 
9.25% allowed return on equity. Please compare this return to the dividend payments for the 
same period. 

 Reference: Annual Return 
Exhibit B-1, Section 2.3, p. 7; Appendix 6-1, p. 9; Appendix 7-3, p. 2; Appendix 8-1, p. 6 
Nelson Hydro 2021 General Rate Increase Application, Exhibit B-1, Section 5.3.1, p. 13 
and Section 6.1, p. 18 
Dividend and Return on Equity (ROE) 

On page 7 of the Application, Nelson Hydro states that it seeks BCUC approval of the following: 
 

• Proposed return on equity for the Rural service area at 9.25% to be used for future rate 
applications as detailed in Section 6 of the Application. 

 
On page 13 of the Nelson Hydro 2021 General Rate Increase Application, Nelson Hydro states: 
 

For 2021, this Application includes a proposed dividend at $2.885 million which is about 1.7 
percent higher than the approved dividend amount for 2019 at $2.836 million (an annual 
average increase of 0.87 percent from 2019 to 2021 

 
On page 2 of Appendix 7-3, Nelson Hydro states: 
 

The utility is properly financed by a capital structure roughly 85% equity and 15% debt. 
 

42.1 In order to allow Nelson Hydro a reasonable opportunity to earn a fair return on its invested 
capital, please provide the pros and cons of using the existing dividend approach versus an 
allowed ROE and deemed capital structure approach.  

42.1.1 Please discuss any other alternative methods that may provide a reasonable 
opportunity for Nelson Hydro to earn a fair return on its invested capital. 

42.2 Please clarify what Nelson Hydro mean by the “[p]roposed return on equity for the Rural service 
area at 9.25% to be used for future rate applications.”  

42.2.1 Since the 5.72% proposed rate adjustments for September 1 of each year in 2021, 2022, 
and 2023 include the 9.25% ROE (if approved), please confirm that any revenue 
requirements application that covers a test period until August 31, 2024 would not 
include any returns in the rate change calculations. If not confirmed, please explain. 

 
On page 6 of Appendix 8-1, InterGroup provides the following effective ROE calculation for 2019: 
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42.3 Please clarify whether Nelson Hydro is proposing that the Urban service area will pay a dividend 
and the Rural service area will have an allowed return on equity, or is Nelson Hydro proposing 
that only an allowed return on equity is provided for the whole utility and a dividend will no 
longer be paid. 

42.4 Given the utility is financed by a capital structure of 85% equity and 15% debt, please explain 
why the equity portion of rate base is approximately 87% of mid-year rate base.  

42.5 Please explain why ROE was calculated after the Capital Reserve Transfer. 

 

 Reference: Annual Return 
Exhibit B-1, Section 6.2, p. 49; Appendix 6-1, pp. 8–9, 11–12; BCUC Generic Cost of 
Capital Proceeding (Stage 2) Decision and Order G-47-14 dated March 25, 2014, p. 124 
Risk Premium  

On pages 8 and 9 of Appendix 6-1, InterGroup states: 
 

It is difficult to use the BCUC’s GCOC Stage 2 risk premium awards as a proxy for Nelson Hydro. 
During the review of Nelson Hydro’s 2017 Rate Application the BCUC used Fortis BC as a proxy... 
 
Table 3.8 included on page 121 of the BCUC GCOC Stage 2 decision shows that Nelson Hydro in 
size is closer to PNG (N.E.) -FSJ/DC with $49 million rate base and 18 thousand customers and 
FortisBC Energy (Whistler) Inc. with $42 million rate base and 3 thousand customers. The BCUC 
approved risk premium of 75 basis points for FortisBC Energy (Whistler) Inc. and 50 basis points 
for PNG (N.E.) - FSJ/DC… 

 
On page 124 of the Stage 2 Generic Cost of Capital (GCOC) Decision and Order G-41-14, the BCUC 
determined that the common equity ratio for the Stream B TES Utilities should be set at 42.5% and that 
the equity risk premium should be either 75 or 100 basis points, depending on the specific project 
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concerned. 
 
43.1 Please discuss whether Nelson Hydro explored comparisons to thermal energy systems’ default 

return on equity and capital structure discussed in BCUC GCOC Stage 2.   

 
Pages 11 to 12 of Appendix 6-1 provide the following risk matrix: 
 

 
 

 
 

 On page 49 of the Application, Nelson Hydro states: 
 

InterGroup’s analysis concluded that an appropriate after-tax return on equity for the 
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nonmunicipal portion of Nelson Hydro would be between 9.25% and 9.50%. This is based on the 
Commission approved 8.75% benchmark return on equity and the basis point analysis as 
described above (i.e. a risk premium between 50 basis points and 75 basis points). 
 

On page 8 of Appendix 6-1, InterGroup states: “Nelson Hydro does not pay income tax.” 
 

43.2 Please clarify whether Nelson Hydro is requesting a 9.25% allowed ROE as a fixed value, or an 
allowed ROE based on a risk premium of 50 bps above the benchmark which is currently set at 
8.75%. 

43.3 Please explain whether the BCUC should assess Nelson Hydro’s risk factors based on the utility 
as a whole (i.e. both Rural and Urban), or assess risks factors only from the Rural business 
perspective? 

43.3.1 If Nelson Hydro views that the BCUC should assess risk factors that only pertain to 
Nelson Hydro’s Rural side of business, please identify the risk factors that can be clearly 
split between Urban and Rural service and provide an assessment. For those risk factors 
that cannot be split, how would Nelson Hydro assess them? 

43.3.2 If Nelson Hydro views that the BCUC should assess risk factors based on the utility as a 
whole, please confirm that the risk matrix provided above reflects such an assessment. 
If not confirmed, please provide additional information. 

43.4 Please explain how Nelson Hydro concluded and quantified that the proposed 9.25% allowed 
ROE or 50 bps risk premium above the benchmark is fair and reasonable based on the above risk 
factors.  

43.5 Given that Nelson Hydro does not pay income tax, please explain from a risk perspective, 
whether Nelson Hydro have a competitive advantage over the benchmark. 

43.6 On January 18, 2021, the BCUC issued a notice initiating a Generic Cost of Capital (GCOC) 
proceeding5. Please discuss the pros and cons of separating out the Cost of Capital component 
in this Application pending the GCOC review.  

43.6.1 If the BCUC in this proceeding determines that the Cost of Capital component should be 
separated out, please explain and quantify whether this would have an impact on the 
proposed rate adjustment for the Rural residential class of customers. 

 Reference: Annual Return 
Exhibit B-1, Appendix 6-1, p. 8; Appendix 6-2, p. 1, section 9.2, pp. 61–62  
Nelson Hydro 2021 General Rate Increase Application, p. 18 
Return on Equity 

On page 1 of Appendix 6-2, Nelson Hydro states: 

the City of Nelson adopts the recommended after-tax rate of return of 9.25% as its rate 
of return to calculate rate of return for the Rural portion of Nelson Hydro.  

 
On page 8 of Appendix 6-1, Intergroup states: 

The BCUC approved benchmark ROE is 8.75% after-tax, which means that rates for the 
benchmark utility include 11.99% return on equity. This is consistent with the filing from 
Fortis BC Energy Inc., the GCOC benchmark utility, that 8.75% benchmark ROE is after-
tax ROE that translates to 11.99% before tax ROE. Nelson Hydro does not pay income 

 
5 BCUC Generic Cost of Capital proceeding, https://www.bcuc.com/ApplicationView.aspx?ApplicationId=849  

https://www.bcuc.com/ApplicationView.aspx?ApplicationId=849
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tax, and the benefits of this status support and enhance the ability to operate municipal 
services. In the electricity market in the region, customers pay rates that include income 
tax. Nelson Hydro rural customers should be treated no different. As a result, the low-
risk benchmark ROE for Nelson Hydro could be 11.99%. [Emphasis added] 

 
In the Nelson Hydro 2021 General Rate Increase Application, Table 6-1 on page 18 provides the Nelson 
Hydro 2021 Budget Forecast as follows: 
 

 
44.1 Using a similar table format as above, please demonstrate how the proposed 9.25% ROE will be 

reflected in future general rate change applications. Please include two illustrative examples for 
the 2021 General Rate Increase application and the 2019 Rural Rate Application. Please include 
in the calculation, the rate base that the equity portion is derived from. If applicable, clearly 
show any difference in treatment between Rural and Urban customers. 

44.2 Please clarify whether Nelson Hydro is seeking approval of an allowed ROE of 9.25% or an 
allowed ROE of 12.67%6 going forward to be applied in future rate applications. What is the 
appropriate allowed ROE for the BCUC to approve for Nelson Hydro – allowed ROE after tax or 
before tax? Please explain why. 

On page 61 of the Application, Nelson Hydro noted the Bonbright Principle, including: 
 

• Principle 1: Recovering the Cost of Service; the aggregate of all customer rates and 
 

6 Calculation: 9.25% / (1 – 0.27) = 12.67%, where the corporate income tax rate is 27%. 
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revenues must be sufficient to recover the utility’s total cost of service 
 
44.3 Please discuss whether Nelson Hydro views that a tax paying entity such as FortisBC Energy Inc. 

(FEI) would satisfy Bonbright’s Principle 1 in that FEI has to recover sufficient revenue, including 
any income taxes paid, to recover the utility’s cost of service. 

44.4 Regarding the underlined statement by InterGroup in Appendix 6-1, please explain why “Nelson 
Hydro rural customers should be treated no different” which appears to suggest that Rural 
customers should pay electricity rates as if Nelson Hydro pays income tax. How would 
InterGroup’s statement meet Bonbright’s Principle 1 in that Nelson Hydro may be provided the 
opportunity to collect excess revenue in relation to recover the utility’s cost of service?  

 
F. OTHER MATTERS 

 Reference: MULTI YEAR RATE PLAN (MRP) 
Exhibit B-1, Section 10, pp. 70–71; Appendix 3-9 
BCUC Order G-49-82 dated July 9, 1982 
2012 Report on the Inquiry into the Offering of Products and Services in Alternative 
Energy Solutions and Other New Initiatives (AES Inquiry)7 
MRP Details and Exemptions 

On page 70 of the Application, Nelson Hydro discusses the merits of multi-year rate applications, in 
response to the BCUC’s decision by Order G-274-19. Nelson Hydro provides the potential benefits (e.g. 
improve the regulatory process and benefit its customers) and issues (e.g. uncertain power purchase 
costs and compatibility issues between Rural and Urban rate changes) to undertake a multi-year rate 
plan. 
 
45.1 If Nelson Hydro is directed to provide a specific proposal to implement a multi-year rate plan, 

please discuss the following factors: 

• Timing of the application 
• Minimum or maximum test period length 
• Review mechanisms, e.g. annual reviews 
• Factors that would warrant a full rate application 

 
45.1.1 Please discuss the possibility of implementing streamlined applications, including, for 

example, automatic rate adjustment mechanism if the rate indicate is within a certain 
limit. 

On page 71, Nelson Hydro states: 
 

The utility has long recognized that as a small utility subject to both the UCA and municipal 
legislation, it faces a challenging regulatory environment which can incur significant costs that 
create rate pressure for its customers. The City sought to find a permanent solution to this 
matter in 1981 when it applied to be exempt from the UCA. Despite not receiving the 
exemption, a period of time did follow where the utility appeared to be subject to a form of 
“lightened” regulation from the Commission. For example, as described in Section 3, there were 
a number of years in the 1980s, 1990s and early 2000s where Nelson Hydro received rate 
approvals pursuant to very simple and streamlined rate increase requests. 
 

45.2 Please provide the actual regulatory costs, including both Nelson Hydro’s costs related to 
 

7 The AES Inquiry Report: https://www.bcuc.com/Documents/Decisions/2012/DOC_33023_G-201-12_FEI-AES-Inquiry-
Report_WEB.pdf  

https://www.bcuc.com/Documents/Decisions/2012/DOC_33023_G-201-12_FEI-AES-Inquiry-Report_WEB.pdf
https://www.bcuc.com/Documents/Decisions/2012/DOC_33023_G-201-12_FEI-AES-Inquiry-Report_WEB.pdf
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regulatory activities and levies paid to the BCUC, on an annual basis since 2010. 

45.2.1 Please provide the forecast annual regulatory cost for the next five years. Explain the 
assumptions used for the calculation.  

In Appendix 3-9, Nelson Hydro provides “City of Nelson 1981 Supplemental Submission to Commission 
in Application for Exemption.” By Order G-49-82 and the accompanying decision, the BCUC denied the 
Application for Exemption by the City of Nelson and commented on the Rural (i.e. North Shore and 
South Shore) and City rates system that existed at the time. 
 
In the 2012 AES Inquiry Report, the BCUC outlined two key principles related to the role of regulation, 
specifically:8 
 

i. Where regulation is required use the least amount of regulation needed to protect the 
ratepayer; and 

ii. The benefits of regulation should outweigh the costs of regulation. 
 
In the 2012 AES Inquiry Report, the BCUC also provided guidelines related to the above two key 
principles. 
 
45.3 Please briefly explain the rationale for the City of Nelson to seek an exemption from the UCA in 

1981. In the response, please specify which section(s) of the UCA the City of Nelson was seeking 
exemption for, and whether the City of Nelson proposed any conditions on which the 
exemptions would be granted. 

45.4 Please discuss what Nelson Hydro would view as “lightened” regulation by the BCUC. 
Recognizing the principles and guidelines set out in the AES Inquiry Report, please discuss the 
justification for such “lightened” regulation. Provide a risk assessment for Nelson Hydro and 
Rural customers and discuss the risk mitigating measures. 

45.5 Please provide Nelson Hydro’s views in a scenario where “lightened” regulation may be granted 
under the condition that Nelson Hydro must keep Rural residential customer rates and rate 
design identical to Urban customers. Please discuss the pros and cons. 

45.5.1 Please provide Nelson Hydro’s views for the same regulatory regime under the 
condition that Nelson Hydro must keep Rural residential, commercial, and streetlight 
rates and rate design identical to Urban customers. Please discuss the pros and cons. 

45.5.2 Please provide Nelson Hydro’s views for the same regulatory regime under the 
condition that Nelson Hydro’s Rural residential customer rates must not exceed FBC’s or 
BC Hydro’s residential rates. Please discuss the pros and cons, and how this could be 
achieved considering that the rate designs are different between Nelson Hydro, FBC, 
and BC Hydro. 

45.6 The City of Nelson 1981 Supplemental Submission discussed the potential for municipal 
boundary extensions. Please discuss whether there were any changes to City of Nelson’s 
municipal boundaries since 1981, and any resulting impacts to Nelson Hydro.  

45.6.1 Please discuss whether the City of Nelson has any plans to expand or reduce its 
municipal boundaries in the future. If so, how will these changes affect Nelson Hydro 
and its customers?  

 
8 The AES Inquiry Report, pp. 6–7. 
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 Reference: OTHER UTILITY SERVICES 
City of Nelson webpage 

Other than electrical services provided by Nelson Hydro, the City of Nelson’s utilities and services to 
residents include sewer, water, fibre optic and electrical services.9 
 
The City of Nelson webpage for Electrical Services has additional information specific to Rural 
Residential Customers (Outside City of Nelson).10 
 
46.1 Please confirm if the City of Nelson provides sewer, water and fibre optic services, or any other 

services apart from electricity, to customers outside of the City of Nelson’s municipal 
boundaries. 

46.1.1 If so, please explain the rate design for customers within and outside the City of 
Nelson’s municipal boundaries. Do these customers pay different rates depending on 
the geographic locations?  

 

 
9 See Utilities/Services, retrieved from https://www.nelson.ca/530/Utilities-Services 
10 See Utilities/Services, retrieved from https://www.nelson.ca/218/Electrical-Services-Nelson-Hydro  

https://www.nelson.ca/530/Utilities-Services
https://www.nelson.ca/218/Electrical-Services-Nelson-Hydro
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	2.1.1.1 Please elaborate on customer feedback, if any, Nelson Hydro has received.




	B. COST OF SERVICE ANALYSIS
	3.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1,1F  Executive Summary, pp. i–ii; Section 1.4, p. 2 Customer classes and current rates
	3.1 Please explain what is meant by “the average customer” and describe the usage characteristics of that average customer.
	3.2 Please describe the usage characteristics of a Rural residential customer, a Rural small commercial customer, a Rural commercial service customer and a Rural streetlight customer and discuss the extent to which each of these customers’ characteris...
	3.3 Please describe the usage characteristics of an Urban residential customer, an Urban small commercial customer, an Urban commercial service customer and an Urban streetlight customer and discuss the extent to which each of these customers’ charact...
	3.4 Please clarify why InterGroup grouped the small commercial and commercial service customer classes for the purpose of the COSA analysis.
	3.4.1 If possible, please provide the COSA result for these two classes of commercial customers separately.

	3.5 Please clarify whether the COSA analysis includes the streetlight customer classes. If they are included in the COSA, please revise Table E-1 and E-2 of Appendix 8-1 to include the Rural and Urban streetlight customers respectively.

	4.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 2.0, p. 3 Revenue requirement methodology
	4.1 Please confirm, or otherwise explain, that a transfer to capital reserve is still included in the calculation of revenue requirement for Urban customers.
	4.2 Please confirm, or otherwise explain, that the transfer to capital reserve in the previous rate application applied to both the Urban and Rural customers.
	4.2.1 If so, please explain InterGroup’s rationale for changing the methodology to calculate its revenue requirement for Rural customers.


	5.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 2.0, Table 2, pp. 3–4 Revenue requirement 2019 base data
	5.1 Please confirm, or otherwise explain, that the revenue requirement shown in Table 2 is the revenue requirement pertaining to both Urban and Rural customers.
	5.1.1 If confirmed, please clarify why an adjustment was made to vegetation management costs related to the Rural service area only.

	5.2 Please clarify why only vegetation management costs were normalized, as opposed to all Operations and Maintenance (O&M) costs.
	5.2.1 Could a three-year average be used for the period 2017–2019 to normalize all O&M costs? Why or why not?

	5.3 Please clarify the purpose for “other adjustments,” which costs were adjusted for a total amount of $86,000, and the method for adjusting those costs.
	5.4 Please explain whether rate revenues or electricity sales may be normalized or warrant any adjustments, as opposed to using 2019 actual revenues.

	6.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 2.0, Table 2, pp. 3–4; Section 4.1.2, Table 7, p. 11 Supplies and services
	6.1 Please reconcile these three figures for Supplies and Services.

	7.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 2.0, Table 2, pp. 3–4; Section 3.0, p. 5 O&M expenses
	7.1 Please reconcile these three figures for O&M expenses.

	8.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 3.0, p. 5 Rate base and return
	8.1 Please clarify how the net $0.768 million was calculated for cash working capital requirement as $11.8 million / 365 * 23.5 = $0.760 million.
	8.2 Please describe what constitute the inventory balances.
	8.3 Please clarify which section InterGroup intended to reference as there is no section 5.5.

	9.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.1, pp. 7–8 Assign costs to service areas
	9.1 Please confirm, or otherwise explain, that InterGroup has applied the three COSA steps (functionalization, classification and allocation) to each of the three groups “Urban,” “Rural” and “Common.”
	9.1.1 If so, please clarify why InterGroup allocated the “common costs” to all customers based on usage when some of the costs could be demand-related, energy-related or customer-related and have a different allocator than usage.

	9.2 Please complete the table below for 2019:
	9.3 Instead of first assigning costs into three groups (Urban, Rural and Common), could InterGroup have kept all costs in the Common group and prepared the COSA for that group, ultimately resulting in costs assigned to each of the six customer classes...
	9.3.1 If yes, please explain why InterGroup chose to separate costs into three groups first rather than starting with the functionalization step.
	9.3.2 If not, please explain why not.


	10.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.1.1, p. 8 and Table 5, p. 9; Nelson Hydro, 2019 Rural Rate Application, Exhibit B-1, Nelson Hydro 2017 COSA, Table 7, p. 17 Rate base
	10.1 Please clarify why InterGroup has assigned all the generation asset to the Urban group when the Rural group also benefits from these generation assets when surplus energy is generated.
	10.2 Please clarify the basis on which InterGroup has directly assigned each of the following asset categories to either Urban or Rural:
	10.3 Please clarify why no amount for substations had been assigned to the Common group in the 2017 COSA but $2.660 million of costs were moved from the Rural to the Common group in the 2019 COSA.
	10.4 Please clarify why no streetlight capital assets have been allocated to Rural. Are there any streetlights in the Rural service area?
	10.5 Please clarify how InterGroup applied the three steps of the COSA (functionalization, classification and allocation) to allocate the working capital to each customer class.

	11.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.1.1, p. 9 Return on rate base
	11.1 Please confirm that InterGroup meant to refer to Table 4 instead of Table 6.
	11.2 Please recalculate the return on rate base based on a deemed equity thickness of 40%.
	11.2.1 Please update the COSA RCC ratios for each customer class based on this revision.


	12.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.1.2, pp. 9–11, Table 6 & Table 7, pp. 10–11 O&M expense
	12.1 Please provide a copy of the feeder loading study.
	12.2 Please clarify how InterGroup can identify how much of Nelson Hydro’s own generation is sold to Urban versus Rural customers.
	12.3 Please clarify why Table 7 shows that 100% of generation costs are assigned to Urban customers when InterGroup states it has assigned them to Urban and Rural based on allocation factors shown in Table 6, which are 88.9% Urban/11.1% Rural.
	12.4 Please clarify how InterGroup can identify what proportion of the purchased power is sold to Urban versus Rural customers.
	12.5 Please clarify why, for the purchased power, the percentage share between Urban and Rural is higher for demand purchase than energy sale.
	12.6 Please clarify why Table 7 shows that 33.5% of power purchase costs are assigned to Urban customers versus 66.5% to Rural customers when InterGroup states it has assigned them to Urban and Rural based on allocation factors shown in Table 6, which...
	12.7 Please clarify how InterGroup assigned the transmission and distribution costs shown in Table 7 to the three groups (Urban, Rural and Common).
	12.8 Please clarify how InterGroup assigned the general costs shown in Table 7 to the three groups (Urban, Rural and Common)
	12.9 Please clarify how InterGroup assigned the interest costs shown in Table 7 to Urban versus Rural customers. Please also clarify how InterGroup assigned the long-term debt to Urban versus Rural customers in Table 4.
	12.10 Is the allocation of costs between Urban, Rural and Common in Table 7 linked to the allocation methodology described in Appendix 7-1? If so, please elaborate.

	13.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.2, p. 11 Functionalization of costs
	13.1 Please clarify what other costs are included in the “General plant” category.

	14.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.1.2, Table 7, p. 11; Section 4.2.2, Table 8, p. 12 Functionalization of the O&M expenses
	14.1 On the one hand, Table 7 seems to indicate that InterGroup started the Nelson Hydro COSA by directly assigning O&M expenses into three groups, before functionalizing the O&M expenses. On the other hand, Table 8 seems to indicate that InterGroup s...
	On page 11, InterGroup states that purchased power is included in the “generation” function. However, in Table 8 above, “power purchases” are not included under “generation expense.”
	14.2 Please clarify whether purchased power is included in the generation function.
	14.3 Please confirm, or otherwise explain, that from Table 8, InterGroup went directly to the second step of the COSA, which is to classify costs based on cost drivers, without attempting to directly assign cost between the three groups of Urban, Rura...
	14.3.1 If so, please provide a table showing the results of the classification step, using Table 8 as a starting point, and breaking down each function by its cost driver, i.e., demand, energy and customer. If not, please provide such table.

	14.4 Please confirm, or otherwise explain, that InterGroup used the same classification factors for O&M and capital assets.

	15.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.3, p. 13 Classification of the costs
	15.1 Please elaborate on the category “revenue” as a cost driver and why InterGroup has chosen not to use it to classify cost.

	16.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.3, pp. 13–14 Classification factors for generation plant
	16.1 Considering that the classification factors FBC chose for generation reflected its circumstances in respect of its BC Hydro 3808 Purchases, please elaborate on the appropriateness of using the same factors for Nelson Hydro. Please include a discu...
	16.2 Please elaborate on the similarities or differences between Nelson Hydro and BC Hydro, Yukon Energy and Yukon Electrical, and Newfoundland and Labrador Hydro in terms of interconnectedness of their system, generation mix, seasonality of generatio...
	16.3 Please clarify why it is more appropriate to choose classification factors that have been accepted by the British Columbia Utilities Commission (BCUC) rather than by another provincial regulator.
	16.4 Considering that the factors used by the other three utilities (BC Hydro, Yukon Energy and Yukon Electrical, and Newfoundland and Labrador Hydro) give a weighting to “demand” that is at least double that of FBC’s, please discuss at a high-level h...
	16.5 Please confirm, or otherwise explain, that by “generation related expenses,” InterGroup means the $1.231 million amount shown under “Generation Expense” in Table 8 (p. 12).
	16.6 Please clarify whether generation related expenses are classified based on 20% demand and 80% energy. If not, please clarify what is meant by “the average classification factor for generation plant.”
	16.7 Please clarify whether the proposed classification factors of 20% demand/80% energy for generation also applies to the $6.636 million in purchased power from FortisBC (Table 8, p. 12).
	16.7.1 If not, please explain how purchased power costs are allocated among cost drivers.


	17.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.3, pp. 14–15 Classification factors for transmission plant
	17.1 Given that transmission plant is typically classified in the same manner as the underlying generation plant, and InterGroup classifies Nelson Hydro’s generation at 20% demand and 80% energy, please clarify why it chose to allocate its transmissio...
	17.2 Please describe how Yukon Energy and Yukon Electrical, and Newfoundland and Labrador Hydro allocate their transmission plant and whether they are classified in the same manner as the underlying generation plant.
	17.2.1 If different than a 100% to demand, please elaborate on whether it would be more appropriate to use a classification factor other than 100% to demand. If so, please discuss at a high-level how different would the COSA RCC ratios for each custom...


	18.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.3, p. 15 Classification factors for distribution plant
	18.1 Please clarify why it is more appropriate for Nelson Hydro to use BC Hydro’s classification factors than those of FBC or Yukon Energy and Yukon Electrical, and Newfoundland and Labrador Hydro for its distribution plant.
	18.2 Please elaborate on the similarities and difference between Nelson Hydro’s distribution plant and that of these other three utilities.
	18.3 Are there any concerns of using the classification factors from one utility for generation and transmission (i.e. FBC) and from another utility for distribution (i.e. BC Hydro)? Why or why not?
	18.4 Please confirm, or otherwise explain, that by “transmission and distribution related expenses,” Nelson Hydro means the $1.674 million amount shown under “Transmission and Distribution Expense” in Table 8 (p. 12).
	18.4.1 If so, please clarify which items under “Transmission and Distribution Expenses” are classified 100% to demand and which ones are classified as 73% demand-related and 27% customer-related.

	18.5 Please clarify what is meant by “the average classification factor for transmission/distribution plant.”

	19.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.3, pp. 15–16; Table 3, p. 5 Amortization
	19.1 Please clarify how InterGroup classified Nelson Hydro’s amortization related to transmission plant.
	19.2 Please clarify whether InterGroup used the values in the “Mid-Year Balance” column of Table 3 to classify the accumulated amortization to customer, demand and energy related costs.
	19.3 Starting from Table 3, please provide a table showing the classification of capital assets and rate base by cost driver (demand, energy and customer).

	20.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 3.0, p. 5; Section 4.3, pp. 15–16 Working capital
	20.1 Considering that working capital is required for O&M expenses, please confirm, or otherwise explain that working capital is functionalized and classified on the same basis as O&M costs.

	21.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.0, Table 9, pp. 16–17; FortisBC Inc. (FBC) 2009 Rate Design and Cost of Service Application, Exhibit B-1, (2009 FBC Application),2F  PDF p. 41 and 123 Demand allocation factors
	21.1 Please provide a graph showing Nelson Hydro’s monthly peak demand for the period 2015–2019.
	21.2 Assuming Nelson Hydro is a winter peaking only utility, please discuss the impacts of estimating the customer class load factor and coincidence factors based on factors used by FBC in its 2009 COSA, which may be appropriate for a dual peaking uti...
	21.3 Please compare Nelson Hydro’s monthly peak profile to that of the other utilities referenced in the COSA, such as BC Hydro, Yukon Energy and Yukon Electrical, and Newfoundland and Labrador Hydro, and discuss whether any of them would be a better ...
	21.4 Please discuss the appropriateness of using the FBC 2009 COSA to estimate demand allocation factors and using the FBC2017 COSA in other areas of the Nelson Hydro COSA, e.g., the classification factors for generation.
	21.5 Please clarify why InterGroup selected for Nelson Hydro specific NCP load factors (i.e., those in the FBC 2009 COSA rather than the FBC 2017 COSA) based on the impact they had on the residential RCC ratio as opposed to selecting NCP load factors ...
	21.6 Please recalculate the COSA results if the load parameters shown in Table 9 were instead based on the FBC 2017 COSA.
	21.7 Please clarify how InterGroup derived a calculated CP of 34.3 MW based on the load parameters shown in Table 9. Provide the calculations.
	21.8 Please clarify how transmission demand-related costs are allocated.
	21.9 Please clarify the statement that 34.3 MW (before losses) is within 5% variance of the actual peak at 35.7 (including losses).
	21.10 Please provide the data on which InterGroup based its conclusion that no class is disproportionately affected by this peak allocation.
	21.11 Please provide a table specifically showing the result of the third COSA step, i.e., the allocation of costs to all six customer classes (residential, commercial and streetlight for both Urban and Rural service areas), using the load parameters ...

	22.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.4.3, pp. 17–18 Customer allocation factors
	22.1 Please confirm, or otherwise explain, that InterGroup used a customer weighting of 1.0 for residential and 3.0 for commercial customers.
	22.2 Please indicate which ones of the utilities reviewed used such a weighting and provide the weighting used by the other utilities who used a different weighting.
	22.2.1 Please discuss the pros and cons of these different weighting and why InterGroup chose a 1 to 3 weighting.


	23.0 Reference: Cost of Service Analysis Exhibit B-1, Appendix 8-1, Section 4.5, pp. 18–19; Appendix 5-1, PDF p. 235 FBC 2017 COSA and Rate Design Application, Exhibit B-1, p. 54 COSA outcomes
	23.1 Please explain why, in Nelson Hydro’s case, the total allocated revenues (2019 actual revenues) divided by the total allocated costs does not equal to unity.
	23.2 For each customer class shown in the above table, please discuss how sensitive the COSA RCC ratios are to each of the assumptions Nelson Hydro made throughout the COSA regarding the classification and allocation factors.
	23.3 Please explain why the RCC ratio for Streetlight customers went from 75.6% in the 2017 COSA to 99.6% in the 2019 COSA.
	23.4 Please clarify why the RCC ratio for Streetlight customers is not provided for both the Urban and Rural service areas.


	C. RATE DESIGN
	24.0 Reference: Rate Design Exhibit B-1, Section 9.1, p. 61 Current rate structure
	24.1 Please confirm, or otherwise explain, that rates for both “small commercial” and “commercial service” in the Rural area are higher than rates for their counterparts in the Urban area.
	24.2 Have Nelson Hydro’s rates for commercial and streetlight customers always been higher for the Rural and Urban areas?
	24.2.1 If not, please discuss the circumstances that prompted Nelson Hydro to increase the Rural rates above the Urban rates for these two classes of customers and indicate whether the rate increases were supported by a COSA analysis. Please provide t...
	24.2.2 If yes, please discuss the rationale for setting them up in this fashion historically and indicate whether this rate difference was supported by a COSA analysis. Please provide the reference to the BCUC orders and decisions that approved such r...


	25.0 Reference: Rate Design Exhibit A2-1, December 10, 2020 Nelson Hydro Open House Presentation, p. 13 and p. 16 Historical difference between Rural and Urban residential rates
	25.1 Please elaborate on the circumstances that prompted Nelson Hydro to equalize the Rural and Urban residential rates in 1995. Was the elimination of the rate differential based on a COSA?
	25.1.1 If yes, please clarify why Nelson Hydro determined at that time that it was not more expensive to service the Rural area.
	25.1.2 If not, on what basis did Nelson Hydro determine that the rate differential should be eliminated?


	26.0 Reference: Rate Design Exhibit B-1, Section 9.1, Table 9-1, p. 61 Current rate structure
	26.1 Based on the 2019 COSA, please discuss Nelson Hydro’s cost structure in terms of fixed versus variable costs, for each of the four classes of customers shown in Table 9-1.
	26.1.1 For each of those customer classes, please discuss whether the proportion of revenues recovered from the fixed charge and from the variable charge is appropriate in relation to Nelson Hydro’s cost structure.

	26.2 For each of the three customer classes shown in Table 9-1 to have a Basic Charge, please indicate what percentage of the fixed COSA charges is collected through the Basic Charge. Please provide the supporting calculations.
	26.3 For the Streetlight customer class, please discuss the rationale for having a rate that is 100% fixed for the respective lamp size.

	27.0 Reference: Rate Design Exhibit B-1, Section 8.3, p. 59 Cost of service analysis outcomes
	27.1 In light of Nelson Hydro’s proposals to bring the Rural residential customer class from an 80.4% RCC to a 95% RCC over three years and to leave the Rural commercial customer class unchanged with an RCC of 108.8%, please discuss over what timefram...

	28.0 Reference: Rate Design Exhibit B-1, Section 9.3, pp. 62, 65 & 68; Nelson Hydro’s 2021 General Rate Increase Application, Exhibit B-1, p. 1 Proposed rate increases for Rural residential customers
	28.1 Please discuss why Nelson Hydro does not propose changing the rate design of the Rural residential rate, i.e. the average rate increase of 5.7% is applied to both fixed and variable rates.
	28.1.1 Please discuss why the current rate design, i.e. the split between the fixed and variable components of the residential rate, is consistent with Bonbright principles.

	28.2 Once the 5.7% rate increase has been applied to the Rural residential rate, please indicate what percentage of the fixed COSA charges is collected through the Basic Charge. Please provide the supporting calculations.
	28.3 Please confirm, or otherwise explain, that Nelson Hydro proposes to increase the Rural residential rates twice per year for 2021 (on April 1 and September 1, 2021) and for the following two years.
	28.3.1 Please discuss the pros and cons of implementing the rebalancing rate increase and the general rate increase at two distinct dates in the calendar year, rather than at once.

	28.4 For 2021, please calculate the cumulative effect of the rebalancing rate increase and the general rate increase for Rural residential customers.
	28.5 Please discuss whether Nelson Hydro views an annual rate increase of 10% or more as rate shock.

	29.0 Reference: Rate Design Exhibit B-1, Section 9.3, Figure 9-1, p. 65 Bill impact of the proposed rate increases for Rural residential customers
	29.1 Please discuss what level of monthly consumption would describe a high-usage Rural residential customer in the Rural service area.
	29.2 Please complete the following table, and use the response from the previous question on high-usage level:
	29.3 For the year 2021, please calculate the bill impact in dollar and percentage relative to the previous year for the consumption levels shown in the table above.
	29.4 Please discuss whether Nelson Hydro uses a bill impact threshold of no more than 10% bill impact on the most adversely impacted customer, or any other bill impact threshold, as a limiting factor of its rate design models.

	30.0 Reference: Rate Design Exhibit B-1, Section 9.2, p. 61 Rate design based on accepted principles
	30.1 Please discuss whether Nelson Hydro has considered introducing a residential inclining block (RIB) rate to incent customers to conserve energy and promote an efficient use of energy, in line with Principle 3? If so, please provide a summary of th...
	30.2 Please discuss whether the proposed rate increase for the Rural residential customers is consistent with Principle 7 related to revenue stability.

	31.0 Reference: Rate Design Exhibit B-1, Section 9.3, Figure 9-3, pp. 66–67 Rate benchmarks
	31.1 Please confirm, or otherwise explain, that the other four municipally-owned electric utilities against which Nelson Hydro compares its rates are not regulated by the BCUC.
	31.1.1 If confirmed, please clarify why the residential rates of these four municipally-owned electric utilities can be used for the purpose of rate benchmarking but not the Nelson Hydro’s Urban residential rate.

	31.2 Considering the differences between Nelson Hydro and the other four municipally-owned electric utilities, such as more compact geographical service area and 100% reliance on power purchases from FBC, please clarify why Nelson Hydro views these ut...
	31.3 Please revise Figure 9-3 by adding a bar showing Nelson Hydro’s Urban residential bill at 1,150 kWh/month once Nelson Hydro has adjusted the Urban residential rate to recover that customer class’s cost of service.

	32.0 Reference: Rate Design Exhibit B-1, Section 9.3, p. 67; Appendix 8-1, Table 3, p. 5 Capital reserves
	32.1 Please clarify whether the assets for which the Urban customers contribute to capital reserves for their replacement are those generation and transmission/distribution assets listed in Table 3 of Appendix 8-1. If not, please clarify, with referen...
	32.1.1 Please clarify whether the assets that are subject to the Capital Reserves paid for by the Urban customers are also used and useful for the Rural customers. If not, why not.
	32.1.1.1 If so, please explain why the Rural customers are relieved of the responsibility to pay for these capital reserves.



	33.0 Reference: Rate Design Exhibit B-1, Section 4.3.1, pp. 35–36; Section 9.3, p. 67; BCUC Report to the Government of BC on the Impact of BC Hydro and FortisBC’s Residential Inclining Block Rates (RIB Report),3F  p. 3 Postage stamp rate principle
	33.1 Please discuss whether the Urban and Rural service areas should be viewed as two different utilities for the purpose of setting rates. If so, why? And how?
	33.2 Please provide all relevant excerpts from prior BCUC decisions where the BCUC recognized that the cost to serve customers in the Rural area is higher than in the City.
	33.3 Please discuss why Nelson Hydro does not view postage stamp rates, which inherently accept a degree of cross-subsidization between different residential customers of BC Hydro and FortisBC as applicable to Nelson Hydro’s residential customers.

	34.0 Reference: Rate Design Exhibit B-1, Section 9.4, Table 9-2, p. 68 Rate rebalancing
	34.1 Please explain why Nelson Hydro is not recovering its 2019 revenue requirement through rates that were approved on a cost of service basis.
	34.1.1 In doing so, please clarify if the revenue shortfall shown in the Table above is a result of a change in methodology from the previous rate application where Nelson Hydro included a dividend and transfer to capital reserve as part of the cost o...

	34.2 Please discuss the appropriateness of proposing changes to the cost of capital at the same time as undertaking a COSA.
	34.2.1 Please discuss whether the simultaneous change in cost of capital would prevent Nelson Hydro to isolate the COSA outcomes to determine whether each customer class pays its equitable share of the cost of service.

	34.3 Please clarify how Nelson Hydro proposes to cover the revenue shortfall during the phase-in and even after the proposed rate increases are completed.
	34.3.1 If Nelson Hydro absorbs the revenue shortfall, would that effectively reduce the ROE? If so, please indicate by how much the ROE would be reduced in 2021, 2022 and 2023?

	34.4 Please recalculate the required rate increase for the Rural residential customers to achieve an RCC ratio of 100%. If a 100% RCC Ratio is the target and it is to be phased-in over three, four or five years, what would be the annual rate increase ...
	34.5 Please discuss what alternatives could be implemented to smooth rate increases other than expanding the timelines (e.g., changing the fixed/variable rate structure, etc.)
	34.6 Please calculate the required rate decrease for the Rural commercial customers to achieve an RCC ratio of 105% and of 100%. Please show the supporting calculations and specify a time period for such rate change(s).
	34.6.1 Would Nelson Hydro propose to phase-in this rate decrease? Why or why not.
	34.6.2 If the Rural commercial rate was decreased to achieve an RCC ratio of 105%, please recalculate the revenue surplus generated from the Rural commercial rate class after the rate change.


	35.0 Reference: RATE DESIGN Exhibit B-1, Section 9.5, p. 69 Alternatives to not achieving acceptable rate design
	35.1 Considering Nelson Hydro’s objective to adequately recover the cost to service the Rural customers, please clarify why the rate adjustments proposed in Table 9-2 do not aim to recover 100% of the cost of service for the Rural service area.
	35.2 Please clarify and elaborate why service to Rural customers is “currently being provided to the detriment of the City’s Urban ratepayers.”
	35.3 Please clarify what Nelson Hydro means by achieving “an acceptable rate design in the Rural service area.” What are these “acceptable rate design” outcomes other than the proposed rate adjustments for the Rural residential customer class?
	35.3.1 Please clarify whether achieving “an acceptable rate design” also include the approval of the proposed 9.25% ROE and/or the approval of the proposed policies.

	35.4 Please elaborate on the option of divesting the Rural portion of the utility.
	35.5 Please provide a brief description of each of the other options that Nelson Hydro may consider if Nelson Hydro cannot achieve an acceptable rate design in the Rural service area.


	D. POLICIES FOR APPROVAL
	36.0 Reference: OTHER POLICIES FOR APPROVAL Exhibit B-1, Section 7.1, p. 50 Cost Allocation Methodology Policy
	36.1 Please explain why the allocations in the Cost Allocation Methodology Policy are not identical to the allocations presented in the COSA.
	36.2 Please provide examples of how the cost allocation methodology will be carried out in practice.
	36.3 Please provide examples of the differences between the costs allocated per the cost allocation methodology and the costs presented in the COSA.
	36.4 Given that Nelson Hydro is requesting approval of the COSA, please explain the purpose of the BCUC approving the Cost Allocation Methodology policy and why it is requested.

	37.0 Reference: OTHER POLICIES FOR APPROVAL Exhibit B-1, Section 7.2, pp. 52, 50–56 Generation Rates Policy
	37.1 Please clarify how Nelson Hydro’s ratepayers are shareholders of Nelson Hydro. Please include whether this statement is only in reference to Urban or Rural ratepayers or both.
	37.2 Given there is only one distribution grid, please explain how this generation allocation can be determined and how power purchases can be fairly allocated between customers. Please include evidence such as the metering and load forecasting studie...
	37.3 Given that Nelson Hydro is requesting approval of the COSA, please explain the purpose of the BCUC approving the Generation Rates policy and why it is requested.
	37.4 If policy approval is required, please explain whether the Urban ratepayers ever exceeded generated power and purchased power. How is Nelson Hydro able to track this?
	37.5 Please provide how many Rural customers are served directly from FBC transmission lines from the Coffee Creek substation.
	37.6 Please provide how many Rural customers can be connected with the Granite Point Substation and the costs associated of this, such as any additional infrastructure that may be required from Nelson Hydro and FBC and the length of time the transitio...

	38.0 Reference: OTHER POLICIES FOR APPROVAL Exhibit B-1, Section 7.3, pp. 56; Appendix 7-3, pp. 2–3 Debt (Non-Municipal) Policy
	38.1 Please discuss whether Nelson Hydro would file an application under section 45 of the Utilities Commission Act (UCA) for any future capital projects.
	38.1.1 Please clarify whether an application would be filed when the capital project relates is to expand the plant (in the urban area) versus extending transmission lines outside municipal boundaries (in the rural area).

	38.2 Please explain the purpose of the BCUC approving the Debt (Non-municipal) policy and why it is requested.
	38.2.1 Please explain how the Debt (non-municipal) policy relates to section 59 to 61 of the UCA.
	38.2.2 Please clarify whether Nelson Hydro will seek approval under section 50 of the UCA when it requires to raise debt.

	38.3 If policy approval is required, please explain if the procedural steps listed in the policy is currently in process and if so, at what step. Please include whether a five-year financial bylaw has been completed.
	38.4 If policy approval is required, please explain whether there is any capital spending expected for the rural area for the next five years and how does Nelson Hydro expect to fund these projects.

	39.0 Reference: OTHER POLICIES FOR APPROVAL Exhibit B-1, Section 4.4.2.2, p. 38: Section 4.4.2.3, p. 40: Section 7.4, p. 56  Deferral Account (Non-Municipal) Policy
	39.1 Please explain the purpose of the BCUC approving the Deferral Account (Non-municipal) policy and why it is requested.
	39.2 Please confirm, or explain otherwise, that the Public Sector Accounting Board (PSAB) allows Nelson Hydro to account for deferral accounts.
	39.3 Please explain whether the expenditures that are requested for deferral account treatment are controllable or uncontrollable from management’s perspective.
	39.4 Please clarify whether Nelson Hydro is requesting approval of a specific deferral account. If so, please specify the details of each deferral account proposed including an explanation of which expenses Nelson Hydro is seeking deferral account tre...
	39.4.1 Please provide the amortization period Nelson Hydro would use to recover amounts within the deferral account.
	39.4.2 Please explain whether Nelson Hydro would seek to recover carrying costs on these deferral accounts and what interest rate would be used to calculate such costs.

	39.5 If policy approval is required or a specific deferral account is requested, please explain how Nelson Hydro plans to recover/refund amounts included in the deferral accounts. Please discuss whether a general rate increase/decrease or rate rider w...


	E. COST OF CAPITAL
	40.0 Reference: Annual Return Exhibit B-1, Section 6.2, p. 48; Appendix 6-1, p. 6; BCUC Generic Cost of Capital (GCOC) Proceeding (Stage 1) Decision and Order G-75-13 dated May 10, 2013, pp. 96, 100 Credit Rating
	40.1 Please clarify whether Nelson Hydro is owned by the City of Nelson or is a department of the City of Nelson.
	40.2 Please explain the credit rating that Nelson Hydro would have if it was as a standalone utility and not a part of the City of Nelson.
	40.3 Please explain whether is it reasonable to assess Nelson Hydro as a part of the City of Nelson or if it would be more appropriate for Nelson Hydro’s risk profile to only reflect it as a standalone utility in the context of this Application.
	40.4 Please discuss whether the City of Nelson could be considered the “parent company” of Nelson Hydro.
	40.5 Please compare the rating of “very good to excellent” to the ratings of a credit agency such as Moody’s, S&P or DBRS.
	40.5.1 With the same scale, please indicate what Nelson Hydro means by “significantly diminished.”

	40.6 Please provide the financial metrics that InterGroup used to assess the credit rating and risk profile of Nelson Hydro.
	40.7 Please clarify whether these metrics were calculated only on Nelson Hydro’s financial statements or on the City of Nelson’s financial statements.
	40.7.1 If metrics were calculated on the City of Nelson’s financial statements, please provide the metrics on based Nelson Hydro’s financial statements only.

	40.8 Please discuss whether it is possible to assess Nelson Hydro’s ability to attract capital if it was a standalone utility for the Rural area.

	41.0 Reference: Annual Return Exhibit B-1, Appendix 6-1, p. 8; Appendix 6-2, p. 1; Nelson Hydro 2017 Rate Application Order G-119-17 with Reasons for Decision, dated August 8, 2017, pp. 8–9 Capital Structure
	On pages 8 to 9 of Order G-119-17, the BCUC states:
	41.1 Please explain what “properly financed” means and what criteria this is based on.
	41.2 Please provide Nelson Hydro’s actual capital structure.
	41.3 Please clarify why “there is little reason to utilize an alternative deemed structure.”
	41.4 Please discuss implications if the BCUC were to establish a deemed capital structure for Nelson Hydro. Please explain how a deemed capital structure would work given Nelson Hydro’s Urban and Rural lines of business.
	41.4.1 If Nelson Hydro is to have a deemed capital structure, what would Nelson Hydro propose? Please justify.

	41.5 Please provide Nelson Hydro’s return for the past five years with an 85% equity thickness and a 9.25% allowed return on equity. Please compare this return to the dividend payments for the same period.

	42.0 Reference: Annual Return Exhibit B-1, Section 2.3, p. 7; Appendix 6-1, p. 9; Appendix 7-3, p. 2; Appendix 8-1, p. 6 Nelson Hydro 2021 General Rate Increase Application, Exhibit B-1, Section 5.3.1, p. 13 and Section 6.1, p. 18 Dividend and Return ...
	42.1 In order to allow Nelson Hydro a reasonable opportunity to earn a fair return on its invested capital, please provide the pros and cons of using the existing dividend approach versus an allowed ROE and deemed capital structure approach.
	42.1.1 Please discuss any other alternative methods that may provide a reasonable opportunity for Nelson Hydro to earn a fair return on its invested capital.

	42.2 Please clarify what Nelson Hydro mean by the “[p]roposed return on equity for the Rural service area at 9.25% to be used for future rate applications.”
	42.2.1 Since the 5.72% proposed rate adjustments for September 1 of each year in 2021, 2022, and 2023 include the 9.25% ROE (if approved), please confirm that any revenue requirements application that covers a test period until August 31, 2024 would n...

	42.3 Please clarify whether Nelson Hydro is proposing that the Urban service area will pay a dividend and the Rural service area will have an allowed return on equity, or is Nelson Hydro proposing that only an allowed return on equity is provided for ...
	42.4 Given the utility is financed by a capital structure of 85% equity and 15% debt, please explain why the equity portion of rate base is approximately 87% of mid-year rate base.
	42.5 Please explain why ROE was calculated after the Capital Reserve Transfer.

	43.0 Reference: Annual Return Exhibit B-1, Section 6.2, p. 49; Appendix 6-1, pp. 8–9, 11–12; BCUC Generic Cost of Capital Proceeding (Stage 2) Decision and Order G-47-14 dated March 25, 2014, p. 124 Risk Premium
	43.1 Please discuss whether Nelson Hydro explored comparisons to thermal energy systems’ default return on equity and capital structure discussed in BCUC GCOC Stage 2.
	43.2 Please clarify whether Nelson Hydro is requesting a 9.25% allowed ROE as a fixed value, or an allowed ROE based on a risk premium of 50 bps above the benchmark which is currently set at 8.75%.
	43.3 Please explain whether the BCUC should assess Nelson Hydro’s risk factors based on the utility as a whole (i.e. both Rural and Urban), or assess risks factors only from the Rural business perspective?
	43.3.1 If Nelson Hydro views that the BCUC should assess risk factors that only pertain to Nelson Hydro’s Rural side of business, please identify the risk factors that can be clearly split between Urban and Rural service and provide an assessment. For...
	43.3.2 If Nelson Hydro views that the BCUC should assess risk factors based on the utility as a whole, please confirm that the risk matrix provided above reflects such an assessment. If not confirmed, please provide additional information.

	43.4 Please explain how Nelson Hydro concluded and quantified that the proposed 9.25% allowed ROE or 50 bps risk premium above the benchmark is fair and reasonable based on the above risk factors.
	43.5 Given that Nelson Hydro does not pay income tax, please explain from a risk perspective, whether Nelson Hydro have a competitive advantage over the benchmark.
	43.6 On January 18, 2021, the BCUC issued a notice initiating a Generic Cost of Capital (GCOC) proceeding4F . Please discuss the pros and cons of separating out the Cost of Capital component in this Application pending the GCOC review.
	43.6.1 If the BCUC in this proceeding determines that the Cost of Capital component should be separated out, please explain and quantify whether this would have an impact on the proposed rate adjustment for the Rural residential class of customers.


	44.0 Reference: Annual Return Exhibit B-1, Appendix 6-1, p. 8; Appendix 6-2, p. 1, section 9.2, pp. 61–62  Nelson Hydro 2021 General Rate Increase Application, p. 18 Return on Equity
	44.1 Using a similar table format as above, please demonstrate how the proposed 9.25% ROE will be reflected in future general rate change applications. Please include two illustrative examples for the 2021 General Rate Increase application and the 201...
	44.2 Please clarify whether Nelson Hydro is seeking approval of an allowed ROE of 9.25% or an allowed ROE of 12.67%5F  going forward to be applied in future rate applications. What is the appropriate allowed ROE for the BCUC to approve for Nelson Hydr...
	44.3 Please discuss whether Nelson Hydro views that a tax paying entity such as FortisBC Energy Inc. (FEI) would satisfy Bonbright’s Principle 1 in that FEI has to recover sufficient revenue, including any income taxes paid, to recover the utility’s c...
	44.4 Regarding the underlined statement by InterGroup in Appendix 6-1, please explain why “Nelson Hydro rural customers should be treated no different” which appears to suggest that Rural customers should pay electricity rates as if Nelson Hydro pays ...


	F. OTHER MATTERS
	45.0 Reference: MULTI YEAR RATE PLAN (MRP) Exhibit B-1, Section 10, pp. 70–71; Appendix 3-9 BCUC Order G-49-82 dated July 9, 1982 2012 Report on the Inquiry into the Offering of Products and Services in Alternative Energy Solutions and Other New Initi...
	45.1 If Nelson Hydro is directed to provide a specific proposal to implement a multi-year rate plan, please discuss the following factors:
	45.1.1 Please discuss the possibility of implementing streamlined applications, including, for example, automatic rate adjustment mechanism if the rate indicate is within a certain limit.

	45.2 Please provide the actual regulatory costs, including both Nelson Hydro’s costs related to regulatory activities and levies paid to the BCUC, on an annual basis since 2010.
	45.2.1 Please provide the forecast annual regulatory cost for the next five years. Explain the assumptions used for the calculation.

	45.3 Please briefly explain the rationale for the City of Nelson to seek an exemption from the UCA in 1981. In the response, please specify which section(s) of the UCA the City of Nelson was seeking exemption for, and whether the City of Nelson propos...
	45.4 Please discuss what Nelson Hydro would view as “lightened” regulation by the BCUC. Recognizing the principles and guidelines set out in the AES Inquiry Report, please discuss the justification for such “lightened” regulation. Provide a risk asses...
	45.5 Please provide Nelson Hydro’s views in a scenario where “lightened” regulation may be granted under the condition that Nelson Hydro must keep Rural residential customer rates and rate design identical to Urban customers. Please discuss the pros a...
	45.5.1 Please provide Nelson Hydro’s views for the same regulatory regime under the condition that Nelson Hydro must keep Rural residential, commercial, and streetlight rates and rate design identical to Urban customers. Please discuss the pros and cons.
	45.5.2 Please provide Nelson Hydro’s views for the same regulatory regime under the condition that Nelson Hydro’s Rural residential customer rates must not exceed FBC’s or BC Hydro’s residential rates. Please discuss the pros and cons, and how this co...

	45.6 The City of Nelson 1981 Supplemental Submission discussed the potential for municipal boundary extensions. Please discuss whether there were any changes to City of Nelson’s municipal boundaries since 1981, and any resulting impacts to Nelson Hydro.
	45.6.1 Please discuss whether the City of Nelson has any plans to expand or reduce its municipal boundaries in the future. If so, how will these changes affect Nelson Hydro and its customers?


	46.0 Reference: OTHER UTILITY SERVICES City of Nelson webpage
	46.1 Please confirm if the City of Nelson provides sewer, water and fibre optic services, or any other services apart from electricity, to customers outside of the City of Nelson’s municipal boundaries.
	46.1.1 If so, please explain the rate design for customers within and outside the City of Nelson’s municipal boundaries. Do these customers pay different rates depending on the geographic locations?





