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Mr. Patrick Wruck  

Commission Secretary and Manager, Regulatory Services 

British Columbia Utilities Commission 

Suite 410, 900 Howe Street 

Vancouver BC   V6Z 2N3 

March 4, 2021 

Dear Mr. Wruck, 

Re:  Residential Consumer Intervener Group Letter of Comment 

Nelson Hydro 2021 General Rate Increase Application 

The Residential Consumer Intervener Group (“RCIG”) has reviewed Nelson Hydro’s 2021 General Rate 

Increase (“GRI”) Application and its responses to British Columbia Utilities Commission (“BCUC”) information 

requests.  Based upon that review, the RCIG would like to offer the following comments. 

General Rate Increase Application vs. Cost of Service Analysis Application 

The RCIG notes that some of its comments are relevant to both the GRI and the Cost of Service Analysis 

(“COSA”) and Rate Design Application, which is being undertaken simultaneously and in which the RCIG is 

also participating as an intervener.  While Nelson Hydro has proposed that the issues addressed in the COSA 

should not be explored in this GRI process, the RCIG feels that several issues of interest are intrinsic to both 

applications.  Acting in its role representing residential consumers, the RCIG feels that it is incumbent upon it 

to raise any issues that are germane to the GRI in this letter, even if those are also relevant to the COSA, and 

defers to the BCUC’s selection of the most appropriate process within which to adjudicate these issues. 

Debt/Equity Structure 

While Nelson Hydro has indicated that its proposed debt/equity structure and return on equity (“ROE”) are 

more properly the subject of the COSA proceeding, RCIG notes that a utility’s Weighted Average Cost of 

Capital (“WACC”) can have a material impact upon customer rates.  For example, Nelson Hydro is proposing 

to apply an atypical equity thickness of approximately 85% (a 2018 value that Nelson Hydro has used in its 

responses to BCUC questions) in calculating its WACC, explaining that its unusual debt/equity structure is an 

artifact of borrowing restrictions imposed on the City of Nelson under the BC Municipalities Act. 

The RCIG does not question that such a restriction may reduce Nelson Hydro’s capital structure flexibility, but 

notes that regulated entities with unusual capital structures are able to apply for approval of deemed capital 

structures that fall within more typical bounds for regulated utilities.  The RCIG recommends that such an 

approach be considered when evaluating Nelson Hydro’s proposed rate increase, and especially when 

considering Nelson Hydro’s claim that its expected ROE falls far short of reasonable utility expectations. 
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Separate Customer Classes 

The RCIG recognizes that Nelson Hydro is necessarily in the position of having two separate classes of 

customers from a regulatory perspective: those that are subject to BCUC regulation (rural customers) and 

those that are not (urban customers).  Although the Nelson Hydro rural customer rates applied for in this 

application are the same as Nelson Hydro’s urban rates for the same customer classes, Nelson Hydro is 

establishing in this filing that going forward it proposes to treat these classes of customers differently from 

the perspective of rates paid, as well. 

While Nelson Hydro’s urban customers are not subject to BCUC regulation, in the RCIG’s view the BCUC 

should consider the treatment of Nelson Hydro’s urban customers when determining whether or not the 

rural customers that are subject to its regulation are being treated appropriately and fairly. 

In the RCIG’s opinion, a rate approach that differentiated between urban and rural customers would be 

contrary to the “postage stamp rate” approach which has been almost universally applied to customers of 

other utilities regulated by the BCUC.  Although the BCUC has approved classification of customers by size 

and load factor (e.g. residential, small/medium/large general service, and industrial/transmission), the BCUC 

has not typically approved sub-classifying customers within these groups by location (e.g. 

urban/suburban/rural/remote), with the exception of service areas not interconnected with the main 

provincial grid (a situation that does not apply to Nelson Hydro).  The RCIG is concerned that in re-imposing 

the rural/urban customer rate divide which it abandoned in 1995, Nelson Hydro is effectively proposing to 

establish a precedent that other utilities in the province may attempt to replicate. 

Reliability and Service Quality 

The RCIG notes that the overall reliability of service provided to Nelson Hydro’s customers has recently 

deteriorated significantly, and further, service reliability to North Shore rural customers has been most 

negatively impacted in recent years.  Nelson Hydro has identified that loss of supply from FortisBC has been a 

significant driver of its service reliability deterioration, and notes that it has communicated with FortisBC at 

several levels, including the FortisBC Control Room Operations Center and during regularly scheduled 

meetings regarding the Joint Operating Order. 

The RCIG recognizes that tree- and storm-caused outages are a significant issue for all utilities operating in 

the West Kootenays, and would expect Nelson Hydro to pursue all avenues (including close coordination and 

cooperation with FortisBC at all levels of management) to ensure appropriate levels of reliability and service 

quality for all of its customers. 

Costs and Expenses 

In general, the RCIG does not have strong concerns regarding Nelson Hydro’s operational and capital 

expenditures, and is appreciative of the BCUC’s detailed information requests on these subjects. 

Nelson Hydro has identified increasing expenses directed to reducing energy usage and greenhouse gas 

emissions, in keeping with the City of Nelson’s climate action goals.  Nelson Hydro’s power is almost 

exclusively derived from clean hydroelectric resources that do not emit greenhouse gases.  While Nelson 
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Hydro’s ratepayers likely have an intrinsic interest in the pursuit of environmental and climate action 

policies espoused by the City of Nelson, Nelson Hydro should ensure that its expenses in this regard 

provide value to its ratepayers.  It is not entirely clear to the RCIG how decreasing energy usage would 

decrease greenhouse gas emissions in the case of Nelson Hydro, and as such the value proposition to its 

ratepayers in respect of these expenses is unclear. 

Thank you for your consideration of the RCIG’s comments on this matter on behalf of residential 

consumers. 

Sincerely, 

Original signed by: 

Sam Mason, P.Eng. 

Midgard Consulting Inc. 

Consultant on behalf of the Residential Consumer Intervener Group 
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