
Yvonne.Lapierre
Cost of Service Analysis (COSA) and Rate Design



Dear BCUC (The Commission) 

Thank you for your information bulletin. Our communities have contacted our Electoral Area Directors, 
Ramona Faust and Tom Newell for information. They have assisted us in understanding some aspects of 
this issue.  

This Letter of Comment opposes the Nelson Hydro application to raise our rural electric utility rates. 
Specifically, this comment applies to the COSA aspect; their “rural surcharge” application. I live in what 
is deemed the Nelson Hydro rural customer area. 

My understanding of the issue is that Nelson Hydro has divided their corporate operations 
(conceptually) into two separate electricity suppliers, one for the customers living in Nelson and those 
customers deemed rural residences. Nelson Hydro has made the case that providing electricity to rural 
customers is more expensive; more length of wire, more vegetation control etc. That Nelson Hydro 
needs to purchase power from Fortis to supply all its customers. Nelson Hydro states that the cost of the 
Fortis power is more than the cost of producing power from its plant. Due to the corporate 
‘conceptuality’ of two corporations and of two residential customers, Nelson Hydro says it can justify 
assigning their more expensive Fortis purchases to their rural residential customers. Yet the Fortis 
purchases are shared across the Nelson Hydro service area. 

I agree with the BCUC 2019 ruling: 

The Panel does not consider this to be an appropriate allocation methodology for power purchase costs 
and agrees with Okros that Nelson Hydro’s proposed allocation is disproportionate and disadvantageous 
to Rural customers. Nelson Hydro has one integrated electrical distribution system which serves all of its 
customers regardless of their location. Energy from Nelson’s generating facility and energy purchased 
from FBC is pooled and indistinguishable once it enters that distribution system. All Nelson Hydro 
customers share all the energy whether it comes from Nelson’s generating facility, from FBC or from 
other sources. Further, the total energy costs have in the past been pooled and shared equally between 
Rural and Urban customers. The Panel is not persuaded that it is reasonable for Nelson Hydro to 
arbitrarily assign the higher cost power purchased from FBC predominately to Rural customers. 

From what I have been able to learn, Nelson Hydro creates a $6,000,000 “profit”. From that ‘profit’, 
funds are transferred back to the City of Nelson, i.e. Nelson property tax payers. It seems the City 
residential users already have a reduced electricity rate because their property taxes are subsidized by 
this ‘profit’ payment to the City. I believe it is now about $2,800,000 per year. Could this be in part from 
syphoning off the funds needed for timely preventative maintenance like vegetation management of 
lines in the rural area?  I can only question Nelson Hydro’s previous long-term rural infrastructure plan 
but it begs the question. 

I learned that the rate that Nelson Hydro charges its municipal customers is not regulated by BCUC. The 
rates are determined politically, i.e. approved by City council. In my opinion this puts pressure on BCUC 
to protect rural customers from providing an even greater subsidy to the municipal customers. There 
certainly can be political pressure on councillors to keep the municipal rates as low as possible. 



In regard to Nelson Hydro’s claim of major infrastructure upgrades to the rural infrastructure, hasn’t 
Nelson Hydro also done major upgrades to the municipal system? These paid for in part by the profits 
from my rural rates.  

Thank you for this opportunity to comment and state my opposition to Nelson Hydro application for 
rate increases to Rural customers. 




