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Looking Forward - A Review of the Cumulative Impact of Nelson 
Hydro’s 2020 Rate Applications 

Preamble 

Two rate proposals, confusing information, lots of data, complicated terms e.g return on 
investment, cost of generated power, purchased power, increasing power demands, power 
outages, priority must be given to Nelson residents, vegetation management, a typical rural 
resident—— on and on. 

Lots to consider - but one step at a time. I hope my conclusions and observations are useful to 
the BCUC, Nelson Hydro and residents whether they are “rural” or “urban”  

This review will focus on only four subjects 

- My bill as of 2023,

- Observations on Nelson Hydro’s Public Information efforts,

- Divestment - what does it mean to me, and

- Service Quality - what I see out the window

2 Appendices are attached and include copies of referenced material, spreadsheets and 
graphs. 

I will use the following definitions in the discussion below. 

kWh - usage  
$kWh - usage x the charge per kilowatt hour 
$/kWh - the cost for one kWh 

General Rate Application - refers to Nelson Hydro 2021 General Rate Increase Application 
COSA - refers to Nelson Hydro Cost of Service Analysis and Rate Design Application 

Bill = the complete bill  =  the usage charge + the fixed basic customer charge + GST 

Typical rural customer = a customer who consumes $1179 per year (January 27, 2021 Nelson 
Hydro Public Information Mail Out).  I pay slightly more but will use my bimonthly usage pattern 
as representative of the typical rural customer. 

Forward to November 2023 - What will my 2023 bill be, should all proposals be 
approved, and how does it compare to a 2023 Fortis BC bill for the same usage. 

My objective is to determine the worst case impact on my annual electrical costs and therefore 
will assume that all rate increases will be approved, however, this should not be considered as 
support for either of the Nelson Hydro applications. By definition, I am a typical rural customer 
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Nelson Hydro has filed two applications to the BCUC, all rates are “proposed” until considered 
and approved by the BCUC (British Columbia Utilities CommissIon). 

Application 1 - The General Rate Application requests approval of an increase of   
3.32% for April 2021 and identifies a 2.5% increase as “proposed” in each of 2022 and 
2023 (General Rate application, page 20, figure 6-2). 

Application 2 - Cost of Service and Rate Design Application requests an increase of 
5.72% for September in each of 2021, 2022, and 2023 (to be compounded) (COSA  
page 69, table 9-3 ). 

Nelson Hydro has confirmed 

- that the rate increases are to be applied to usage and the basic charge,

- that the rate increases will be compounded.

Billing is done on a bi-monthly basis so I reference all calculations to November 2023 because 
all rates (if approved) will be in place by that billing period. To accurately compare Nelson Hydro 
and Fortis BC bills, an annual bimonthly distribution must be considered given winter billing 
periods which often trigger the higher $kWh Fortis BC energy block. 

A November 2023 Nelson Hydro Bill (including usage, basic charge and GST) using all 

proposed rate increases can be estimated with the following calculations 

Usage cost = 2020 $/kWh ($0.1051) 
x 1.0332 (Apr 2021 General Rate increase)  
x 1.0572 (Sept 2021 COSA increase) 
x 1.025 (Apr 2022 proposed General Rate Increase) 
x 1.0572 (Sept 2022 COSA increase) 
x 1.025 (Apr 2022 proposed General Rate Increase) 
x 1.572 (Sept 2023 COSA increase) 
x 1.025 (Apr 2023 proposed General Rate) Increase 
x kWhs consumed. 

Plus 

Basic Customer Charge = $16.22 
x the same increases as applied above 

Sub Total = sum of above 

Plus GST 5% 

= Nelson Hydro Bill as of September 2023 if all rates identified in the 2 
BCUC applications are approved.   
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A Fortis BC November 2023 can be determined using similar logic but 

- can use 2021 interim rates,

- has to separate the usage across 2 energy blocks with differing $/kWh, and

- in fairness to Nelson Hydro, assumes identical general cost increases of 2.5% in each of
2022 and 2023.

Using the above calculations and a typical bimonthly usage pattern, the following chart and 
table shows the cumulative compounding impact of all proposed rate increases (General Rate 
and COSA applications) on a typical rural resident’s bills.  Appendix 1 presents example  
calculations. 

Conclusion: The typical annual rural Nelson Hydro bill, effective November 2023, will increase 
by 28% and will be 2.5% ($38) less than the comparable annual 2023 Fortis BC bill. 
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Observations : Public Information Circulated by Nelson Hydro 

Observation:   Figure 9-1 Comparison of Residential Bills: Nelson Hydro Rural vs Fortis 
BC 

This chart has been a cornerstone of Nelson Hydro’s public information and 
- is presented in the COSA Application (page 65),

- was used in the Nelson Hydro 2020 Open House Presentation which was used to brief
elected officials and the general public, and

- was reproduced in the January 27, 2021 information mail out.

The visual impression created by the graph is that Nelson Hydro’s 2023 bills will be less than 
what Fortis BC Customers pay now. I will focus on the 1450 kWh consumption category.  
Nelson Hydro’s $189 approximates usage including COSA increases + GST and should but 
does not include the basic customer charge (also being increased by COSA +GST). While the 
Fortis BC 2020 line for 1450 kWh correctly includes their base rate. This error is common to the 
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entire chart. I have corrected the graph to include the missing Nelson Hydro basic customer 

charge so as to be correctly comparable with the Fortis bill. 
  
 
While the actual differences are not significant, the visual impression switches in favour of 
Fortis. It was this visual impression that was the message when it was used. 
 
My bigger concern with Figure 9-1 is that its use should be limited to discussions about 
increases created by COSA only. It does not represent a 2023 bill which would be higher 
because of additional general rate increases.  
 
Appendix  2 includes various calculations associated with the corrected Figure 9-1. 
 
 
Observation: The January 27, 2021 Nelson Hydro Information Mail Out  
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The purpose of the January 27, 2021 information flyer was to inform rural residents about the 
two applications and to give them information as to the impact on their 2023 bills. 

The description of the General Rate Application does not include any reference to potential 
2.5% increases in 2022 and 2023. The COSA Application is fully described with the associated 
percentage rate increases. Unfortunately Nelson Hydro then focuses only on the COSA 
increases stating that the Nelson Hydro 2023 annual bill for a typical rural customer will increase 
from $1179 to $1393.  It further reassures customers their rate will be at least 4% less than 
Fortis BC. In my opinion, the Nelson Hydro statements are incomplete as they do not include 
the financial impacts of proposed General Rate increases. 

Is this mail out, a public commitment by Nelson Hydro that they intend to limit rate increases to 
November 2023 to 18% and would further commit to a 4%+? differential with Fortis Bills? Or is 
the mail out just confusing the rural reader? 

As part of a fully informative public information strategy, this flyer does not assist a rural resident 
to fully understand the potential impacts of the two applications on future 2023 bills. 

Observation: My Assessment of Nelson Hydro’s Public Information Program 

Prior to retirement I spent decades as a senior Parks Canada Manager continually involved in 
presenting information to stakeholders and the general public. I have a clear sense of what 
works and what does not. Their information program is limited to the following components 

- open house - I attended the last two open houses, with the last being the virtual open house
associated with these two applications. Very short notice was given and they had few
participants. I recall Nelson Mayor, Mr. Dooley lamenting the lack of public response.

- Public survey - a great idea but lacked information about future rate increases to allow
informed responses.

- Printed material - fails to connect the two applications in a comprehensive manner allowing
the rural resident to fully understand the implications for their November 2023 bill.

- Management availability to respond and inform - excellent - the new manager, Scott Spencer
has responded quickly in a very open manner to all questions that I have had including 60
minutes in direct FaceTime. I may not like the song but he has helped me to understand the
lyrics.

When a government organization only interfaces with the public at times of bad news  e.g. rate 
increases, public response will be critically negative and often based on a poor understanding of 
the issues. Nelson Hydro is in that unfortunate position. The atmosphere is further polarized by 
a great deal of mistrust stemming from differences of opinion between the city and regional 
government concerning other cost sharing challenges such as libraries, recreation facilities, etc.  

Nelson Hydro has to create an atmosphere of ‘win win” over coming the current “win lose” 
situation. 
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I suggest that the following is needed 
 

- Nelson Hydro has to be seen to as a utility serving all customers, owned by the City of Nelson 
but distinct from the normal city administration. The utility needs to report directly to the 
Mayor and Council and not be regarded as just another department. 

 

- Nelson Hydro needs its own Chief Financial Officer who can competently anticipate the 
requirements of BCUC applications and ensure the integrity of the utility’s financial records. 
This does require an inefficient duplication of administrative staff. 

 

- The Nelson Hydro Manager should consider establishing an apolitical advisory committee 
including representatives of all customer categories. The committee would be a forum of 
sharing information about challenges the utility is facing, about progress towards achieving 
work plans and be a forum for the Manager to remain in touch with customers, etc. 

 
 
 
 
Divestment 

 
On page 69 of the COSA application, Nelson Hydro drops the gauntlet - 
From my perspective the General Rate application and COSA application indicate  
 

- 40% of Nelson Hydro revenues are derived from rural customers, 

- Urban accounts will be given priority to inexpensive generated power,  

- Supposedly only 11% of rural demand can be served with generated power, and  

- Rural residents will be charged Fortis BC wholesale rates for both the generated power and 
for power purchased from Fortis BC. 

 
I conclude  
 

- Rural residents are seen as problems, not valued customers. 

- Nelson Hydro wants me to pay 28% more for my power in 2023,  

- Nelson Hydro needs more revenue despite having repeated budget surpluses, and  

- If I am to receive Fortis BC at virtually Fortis BC residential rates, why bother continuing to 
deal with Nelson Hydro. 

 
 

“If Nelson Hydro cannot achieve an acceptable 
rate design in the Rural Service area, it will 
vigorously explore all of its options ……. which 
could include divestment …….. 
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My analysis shows that if Nelson Hydro obtains approval for want they want, Fortis BC would be 
virtually a cost neutral alternative for me, a typical rural resident. Further as I reflect on that 
option, there may be longer term advantages. Nelson Hydro is facing increased demand for 
their generated power so they wish to protect urban customers. As the future unfolds and 
competition for electricity increases, other utilities such as Fortis BC may decide to try the same 
pricing strategy - protect their customers and request increasing rates for wholesale. If that 
proves to be true, I will regret staying as a Nelson Hydro account. 
 
But what about the city residents? Is divestment in your best interest.  
 

- Revenues will be cut by 40%. 

- The rural share of dividend payments to the city will have to be added to urban accounts or 
the City will have to accept a 40% reduction to their dividend (over $1 million reduction). 

- 100% of emergency expenditures will have to be absorbed by urban customers. 

- Fixed and shared costs will be added to your bills. 

- Reductions in the workforce will be needed; creating less capacity to deal with emergencies 
and scheduling during holiday periods, less ability to have a broad range of skills needed to 
operate a utility. 

 
Nelson Hydro’s underlying message to the rural customers is “pay up” or “get out”. But may I 
suggest to Nelson Hydro - consider “why you need the rural customer base”.  
 
 
 
 
Service Quality 
 
There seems to be countless short duration power outages. I have to reset that digital clock on 
the micro wave so frequently!  But it is the long interruptions in power supply that have 
significant impact on me - simply stated - no heat, no water, and freezers start to thaw. Several 
years ago I realized I had to invest in a backup generator so I could “weather” the long 
disruptions; the most recent two were 60 hours and 36 hours. 
 
Trees grow quickly in the Kootenays - literally “little problems become big problems”. Clearly 
past investment in vegetation management has been inadequate - little trees have been allowed 
to grow into big problems and problems are evident everywhere.  
 
Some ask why budget surpluses were not directed to more vegetation management, or to pole 
replacement or even covering the need for rate increases. I can make no informed comment on 
these questions but I can say “all the vegetation management in the world” will not prevent the 
catastrophic wind caused outages that we have endured. New strategies reaching out to land 
owners adjacent to right-of-ways about the potential impacts of blown down from private lands 
will also be needed to reduce the impact of high wind events. 
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Conclusions 
 
I thank the Commission for reading this review. I have made great effort to document every 
calculation and to be fair and as constructive as possible.  
 
The City of Nelson, as the owner of Nelson Hydro,  deserves an appropriate return as a 
dividend payment. While all the infrastructure are city assets, they have been paid for by rural 
and urban customers over the last 100 years.  
 
I would also ask the Commission to carefully consider the “postage stamp principle”. Do the 
Cost of Service Analyses of other BC utilities differentiate between rural and urban residential 
customer categories rates?   While I am sure that all electrical utilities would prefer to cater just 
to urban customers, serving rural areas is one of the “prices to pay” for the monopoly they 
receive from the province.  I believe the postage stamp principle as applied to rural and urban 
residential electrical rates is in the best interest of all of British Columbia. 
 
I appreciate your efforts and do not envy the challenge you face. 
 
Sincerely  
 
Charles Zinkan 
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Appendix 1 
 
Typical Resiential Bill 
November 2023 
 
2 example work sheets 
 1600 kWh 
 2600 kWh 
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Appendix 2 
 
Work sheets -  
Correct Figure 9-1 
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