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FACT CHECK – JON McCOMB INTERVIEW with HON. BILL BENNETT on MAY 3, 2017. 

 

Mr. Bennett was interviewed by Jon McComb1 on matters raised in my article in the Tyee, see  

https://www.thetyee.ca/Opinion/2017/05/01/Rate-Increases-BC-Hydro-ICBC/  

The specific issue was the Liberal party’s estimate that a freeze on BC Hydro’s rates would 

result in foregone income totaling $1.21 billion for the FY17/18 to FY20/21 period.2 

In calculating the 28% increase in domestic rates (trade/surplus sales rates depend on the spot 

market) I used BC Hydro’s current rate request filed with the BC Utilities Commission filed in 

July 2016.3 BC Hydro estimates (Table 1-6, page 1-37) a 4% rate increase in FY16/17 will 

generate $172 million in revenue; therefore a 1% increase would generate $43 million. 

The Liberal party’s calculation of a $1.21 billion loss resulting from a four-year freeze is 28%. 

 

THE $1.21 BILLION IS NOT WHAT BC HYDRO SAID 

For FY17/18 (3.5%) and FY18/19 (3.0%), the increases are capped by cabinet order, while for 

the next two years BC Hydro (and Mr. Bennett) have said the rate increase will be 2.6% in each 

year.4 Using 1%=$43 million, this produces $504 million. 

  Table 1 Planned Customer Increases ($=millions) 

      FY17/18     FY18/19     FY19/20     FY20/21 

 April 2017 – 3.5%        150        150        150        150 

 April 2018 – 3.0%          --        130        130        130 

 April 2019 – 2.6%          --          --        112        112 

 April 2020 – 2.6%          --          --         --        112 

    TOTAL        150        280        392        504 

 

The planned rate increases of some $0.5 billion are well below the $1.21 billion in the Liberal 

party’s forecast. 

Adding in the revenue funded through debt – the cabinet-ordered Rate Smoothing Regulatory 

Account(RSRA) – adds approximately $1.1 billion to the foregone revenue. The RSRA allows 

BC Hydro to meet the cabinet-ordered net income targets by counting future unbilled revenue. 

                                                      
1 http://www.cknw.com/the-jon-mccomb-show/  
2 https://www.bcliberals.com/wp-content/uploads/2017/04/Costing-the-NDP-Platform.pdf  
3 http://www.bcuc.com/Documents/Proceedings/2016/DOC_46852_B-1-1_BCH_RevenueRequirements-App.pdf  
4 BCUC, BC Hydro F17 to F19 Rate Request, IR 1, AMAC 1.4. 
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  Table 2 – Assuming the RSRA was included in Rates ($=millions) 

      FY17/18     FY18/19     FY19/20     FY20/21 

 FY2017/18         286         286         286         286 

 FY2018/19           --         300         300         300 

 FY2019/20           --           --         408         408 

 FY2020/21           --           --           --           98 

    TOTAL         286         586         994      1,092 

 

The combined total is $1.6 billion, or 37% (using the 2016 divisor). Note that the RSRA grows 

as the annual customer rate increase is lower each year. 

 

WHAT HON. BENNETT SAID 

• Sometimes Hydro had to borrow money to pay the dividend…we’ve fixed that…the 

dividend is being eliminated starting next year. 

Fact: In recent years, all the dividend has been borrowed ($972 million for 2012/13 to 2015/16), 

and $513 million will be borrowed to pay a dividend from 2016/17 to 2018/19. 

• BC Hydro has the best credit rating of any utility in Canada. 

Fact: BC Hydro does not borrow to fund its operations; the government borrows and the credit 

rating belongs to the government. The growing BC Hydro debt is a concern to credit rating 

agencies. 

• No secret plan to raise rates…the 10-year rates plan is what people can 

expect…McCandless forgot to add the “cumulative amounts of revenue that BC Hydro is 

going to bring in….” 

Fact: The years are FY17/18 to FY20/21. 

Fact: If I interpret this correctly, should the foregone revenue in year 1 would be added back in 

years 2 to 4? If the planned increase in the year 1 rate does not proceed, then it cannot be in the 

rate base in subsequent years. The logic does not apply, given the Liberal party says the four-

year loss is $1.21 billion. 

• When you do the math, you get $1.118 billion…. 

Fact: This is difficult to reconcile to any number discussed. When divided by $43 million, the 

result is 26%. 
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• The deferral (regulatory) account will be reduced… 

Fact: BC Hydro states (Chapter 7, Table 7-2) that the deferral account balance will drop from 

about $ 5.8 billion in FY20/21 to $3.6 billion in FY23/24. Of the $2.2 billion reduction, some 

$1.6 billion is due to clearing the RSRA.  

But when asked how this will be accomplished, BC Hydro replied that it would be discussed in a 

future rate application.5 Either rates will rise dramatically, or the 10-year plan will become a 15 

or 20-year plan. 

• The level of BC Hydro debt is acceptable if it can be paid down. 

Fact: This is why the published rate increases are not adequate to cover normal operations and 

pay down the debt. 

 

Richard McCandless  May 4, 2017. 

 

                                                      
5 See BCUC, BC Hydro F17 to F19 Rate Request, IR 1, RM 3.2. 


