
Document Id: 
Document Name: 
Operator: 
Author: 

Comments: 

OPERA'riON 

Created 
Last Revised 
Last Printed 
Last Archived 

Total Pages: 
Tot nes: 

DOCUMENT SUMMARY 

003lB 
DECISION-WKPL Exhibits 
M. Parsons/C. Smith 
,J.D. V. Newlands 

Text on Wang PC 

STATISTICS 

DATE TIME 

03/19/84 16:54 
07/04/84 08:20 
07/04/84 09:28 

WORK'riME 

:03 
1:06 

KEYSTROKES 

579 
1.518 

05/23/84 09 26 onto Diskette 0062A 

14 Total Worktime: 8 31 
316 Total Keystrokes: 60274 

Pages to be printed: 14 





IN THE MATTER OF 
THE UTILITIES COMMISSION ACT 
S.B.C. 1980, c.60, as amended 

a 

IN THE MATTER OF 
WEST KOOTENAY POWER AND LIGHT 

COMPANY, LIMITED 
APPLICATIONS FOR RATE RELIEF 

DECISION 
,July 5, 1984 

Be re : 
J.D.V. nds, Deputy Chairman a 

Chairman of the Division 
R.J. ate, Commissioner 



The West Kootenay Power Light Company, Limited 

Appl ation dat August 22, 1983, as amended Octo 3, 1983, 

January 9, 1984, ua 13, 1984, Februa 15, 1984 was 

rd in public in Ross , Bri ish Columbia, on February 

14-24, 1984 and in , British Columbia on March 5-15, 

1984. 

The Commission compri J.D.V. Newlands, Deputy 

Chairman and Chairman of Divis n and R.J. Ludgate, 

Commissioner. 
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I. INTRODUCTION 

West Power and ted ( II r II 

icant", " ") is an electrical utili 

SSlOn Act ("the under 

Act"). 

Col 

was 1ncoroorated bv an Act Bri sh 

generate, tran 

les of Ross 

l' i 

customers an area 

on 8, 1897 and is zed to 
-.us 

, street li 

de 

power wi 

WKPL 

a 

serves res 

, and industrial 

as from 

150 

l, 

west to Crest.on east and from the U.S 

to Kaslo. The ies 

to e c li ons 

Cities of Grand Forks, Kelowna, Nelson and Penticton, and the 

nceton Power 

, a li ng and 

, ses ts e c power rements from WKPL. 

WKPL is a whol subs iary Ltd. (" "}, 

owns all of common s and about 30% of the 

preferred shares. The balance of the preferred s are held 

an fie ses Ltd., 1 

of and self a s ary of an fie . 

, to an Government 

Briti in 98 sti five 

nts to WKPL for $20 mi 1 gave WKPL an to 

construct 1 rat at rema g sites; 

e 7 average annual on a firm 

sis to 1990: and qave WKPL of first refusal to 

s and power wa 

s to I S irements, until 2005. 
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In addition to generation from WKPL lities and ses 

from Cominco, the balance of rement is 

purcha primari from the sh Hydro and Power 

Authority ("B.C. Hydro"). A small se was made the 

Bonneville Power on ("BPA") in 1982. 

The WKPL/Cominco 

on plants: 

consists of the following 

Plant No. Name 
----~~~---------

1 Lower Bennington 
2 Upper 
3 South Slocan 
4 
5 ** 
6 Waneta** 

* Source - Plant 
**Cominco es 

ty 
MW 

41.4 
59.4 

*Energy 
Entitlement 

(Gwh) 

329.3 
429.6 
422.9 
343.2 
853.4 

2,465.4 

Location 

Kootenay 
Kootenay River 
Kootenay R.i ver 
Kootenay 
Kootenay River 
Pend d' 1 

The Application for an increase rates for electric s ce 

was fi and a ncial economy 

was under severe stra . outlook 

for economic is as 

1 economic reces on s. This recession has had a 

gnificant on the s ce area of WKPL. 

The s ce area of Company, parti ly West Kootenay 

Region, which the first of 1984 had hi 

unemployment rate in 24% or 1 out 

of 4 unemployed), s been affected by 

recession and to lag recovery 

currently underway. balance of service area, with the 

on of isolated " s" such as and , 

s fe to a lesser . 
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Wi a 1 c recovery the prospects the 

s ce area are unl to in short-term, 

however, in a of recovery the ce area of the 

Applicant should ience an rate of . 

There may be benefits from the pause in growth as the 

slowing of market , in conj wi the sting 

level of the firm tment from Cominco, will provide 

an WKPL to posi on to meet 

needs of s customers and shareholders. However, there is 

risk, as the commitment from Cominco res in 1990. 

II. 'I'HE 
~~~~~~~~ 

1 Application 22, 1983 proposed 

amendment of filed rate s for a uni 

se f all 

con on on and after 1, 1984. 

On 3, 1983 the amended the Appli because 

of a refinement made to the calculat of cost of tal, 

s se to one of te 7.3%. This 

se was ssion Order No. G-85-83 

November 28, 1983 to be eff 

refundable basis, 

the Appli . 

1, 1984, on an 

the outcome of a of 

On 9, 1984, to the but after the 

Appli set for was 

total se to 8.8% (Exhibit 4) 

to reflect a sed load forecast and other minor 

adjustments. the commencement of the hearing the 

Applicant reduced overall se to 8.1% ( t 21), 

and later, , reduced the s 
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increase to 7.5% t 21A). These adjustments were 

ref , in , to cost sed from 

B.C. . 

It is rent from importance of the 

s 1n rate relief ied for, and other ternal 

a s of the Appli on, Applicant could 

si ficant the qual of its Applications. The 

ation in the posi Applicant on some major 

matters some on ses 

s concerns s and so se 

to concern to of Applicant. It cannot be 

st sts li or its customers that matters 

such are subject to such si ficant fts. 

The Applicant must accuracy its t 

sa vo , revenues . reli of se 

is planning tal 

se from Cominco, B.C. 

or other supplier. This will be less si ficant 

when s have been taken to resolve the uncerta of 

1 li power ses ( usable form) from Cominco 

cost of ses from B.C. . 

ice of liz a forecast test period a 

environment res a est the 

e s costs revenues to be eved od or 

the pra ce has little value. It may be that the Applicant is 

ng on of Applications and supporting 

documentation in a more casual than careful manner or it may 

ref . In fairness, however, the 

licant must own affairs 

on and on B.C. for 

s. s iffi can overcome 
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measure, by to secure, at incremental cost, 

rea priced firm sources of supply or, if 

the constru of _ 

both. 

ion and ssion 

f 1 es or a cornD1nat1on 

On s , Applicant knows of the st of consumers 

and the s in the cons benefits to be ned 

from stable sources of power, yet litt appears to be 

done. B.C. expressed s concern in 

referr to the -

poten 1 on West by stating, "the li 

s1mp does not pursue its sts s 

t its oarent are lved". 

Simi concerns were s the Consumers' As on 

ch that: 

s cannot 
of rcumstances ch are to it 

it its customers. 

It. sizes the diffi es rather than the 
es." 

The Consumers' As further t.hat the stence of 

the recent aqreement co and BPA was potential 

adverse to West and s customers. However, rna 

concern was that West not appear to aware or 

in the same to s 

I S • 

s not cone of West 

are result Cominco. The lity is 

measure responsi , not on for its relations with 

Cominco, also for the general on of its ss. 

It s, , WKPL is not as s on its own 
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behalf as it might be when dealing with matters involving its 

parent. 

III. TEST PERIOD 

The test period used by the Applicant lizes the forecast 

year commencing January 1 and on December 31, 1984. 

IV. RATE BASE 

The Decision now deals with several components of the rate base 

for the test . 

1. Additions to Plant in Service 

The Applicant tions to in ce 

to $13,769,000 (Exhibit 1, Tab 6, Page 10). itions 

shown had not all 1 by the Board of Directors 

but in the opinion of were needed to maintain 

rel lity extend ce. However, ence from 

previous appli ons in 1982 and 1983 has shown there 

were significant "under- " on plant ce 

compared to that forecast. se under-expenditures amounted 

to approxima 18% in 1982 and 21% in 1983. 

Commiss is that this not be at the 

of customers. The need to rni ze capit.al 

expenditures for economic reasons only ses the need for 

care. Accordingly, the ssion has reduced the Applicant's 

e tions to ce by 10%. 



7 

2. 

The Applicant proposed that n items related to the 

year, not yet ce nor 

December 31, 1984, be included 

to be fully operational at 

the test year rate base. 

Those are d t as f lows: 

(a) 

These lude " ng" costs of $68,288 and "Hot 

Training" costs of $43,136. The Commission s concluded that 

these costs are more properly classified as expense items in 

the year are and been deleted 

from test rate base. 

(b) 

The ssion con s that " 1 Reporting 

tern" ture $118,167 has the potential to be of 

s ficant ben it to the . However, the ture 

shou be work in s until the system is fully 

anal. In of the es experienced with the 

lling , ssion 11 carefully review value 

upon on. 

In re ssion rects that accounting treatment 

for items such as those covered by (a) and (b) above would be 

more done th an accounting order rather than 

as of a 1 rate ew. 
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(c) Allowance for Funds Used During Construction 

The Commiss heard from the Applicant wi t.h 

to treatment Al for Funds Used 

Con (AFUDC) aris from treatment of s matter 

the s of May 31, 1983. Fol an by 

WKPL issue, the Commis on on 

24, 1983 II ss1.on to West Kootenay Power to 

talize a Deferral Account, ore December 31, 1983, an 

amount of $455,000 ch results from cal of 

AFUDC. The f of this account is to be 

fol of s issue during 

next WKPL 1 rate ". 

The Commission f s WKPL shou be for AFUDC 

for 1983 fiscal in with on 

the May, 1983 sion. ses, , of 

proper amount to luded. 

In its 1983 Application, WKPL estimated AFUDC $455,000 ba 

upon its 1 re Plan and s 

ssion the of 

November 24, 1983. ily as a resu of 

1 expenditures lower than those forecast, the Commission 

was that WKPL accumulated $148,350 the 

account 1983 with the resu that Util over-estimated 

AFUDC by $306,650. 

'I'he Commission the Company should not 

compensat.ed an amount resulting from an forecast. 

and, accord s amount which 11 fully 

is $148,350 re to actual 

tal 1983. 
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(d) 

In view of fact 1 s are underway as 

a Commission rects that the 

costs rate base until such time 

as . In that the completed 

efit it ld lude an assessment of 

of WKPL and the various options available 

to meet that . At , a sian can be made 

cost the be amorti in the cost 

of ce or as of the cost of plant. 

(e) 

The Applicant Re and Deve tax ts in 

1984 ch were cost ce to be passed 

on to consumers. Applicant is c attempting to 

ze its cost of service and s is to be encouraged in 

all aspects of its bus s. However, s 

particular mat,ter quest.ion treatment 

s s into, which are not 

re ce but which is hoped 

will a pos fit to the Company. This does not 

always occur and it not be f r to give the 

benef of successful strnents to the customers while 

attributing s unsucces strnents to the 

s. 

According , s ssion believes purchase of 

the Re tax ts is not related to the 

lity , it or sk has from 

the cons li and 11 go to the 

shareho . 
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It is s diffi to stingui between regulated and 

non-reguLated es and s can be compounded if 

non- could impair the financial integri 

of ce. However, this does not apply in 

se circumstances. If the transaction had one which 

could f 1 integrity of the Utility or 

even on for success sion mi been 

dif . 

V. COST OF SERVICE (EXCLUDING RETURN) 

The ini al Appli on ( 22, 1983) provided a forecast 

ses year end 31, 1984 to which 

s were na course of 

It is not unusual adjustments must made the 

Appli on as deve , or items can se 

during eros ch, after f on by 

an App re adjustment. effort should be made 

during the al to ze this 

eventuality. 

to current Appli were of such 

ficance had ss rendered a sion on the 

initial Appli on si ficant ngs have 

occurred. An on of tures would been 

ly for a si icant decl earnings would 

been to det 

fi 1 of 

customers, shareholders and 

Applicant. 

In cost ce as amended, the Commission 

finds that adjustments or comments are required with 

to fol matters: 
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1. ses 

In addition to own the Applicant 

that it will se 605 Gwh from Cominco on a firm basis and 

76 Gwh from B.C. Hydro pursuant to Schedule 3807. This 

, the "Ad Hoc" , been approved by Order 

No. G-95-83 on an is. However, for the purpose of 

s Decision it has been as firm with any 

adjustment, if red, to be later, pending the 

of the status of Schedule 3807. 

The price for both firm interruptible power purcha from 

Cominco is under the Power Agreement. It 

s Cominco est the price to be for the 

which is then adj to actual cost by January 

31 of the following year. The Applicant then receives 

from or to Cominco in price, if any. 
matter the cost "spillage" in that calculation is 

cons ly in s Decision. 

As , B.C. is purchased under Schedule 

3807 at a price of 30 lls/kWh. The Schedule contains a 

provision that is from BPA at 11 rates 

B.C. will meet BPA for foreign 

. Purchases were made 1983 at a price of 9 mills 

(U.S.) which on conversion was lent to ly 11 

mills . 

In s proceeding Applicant redu the estimated cost of 

power from ly $12.0 million to $9.7 million 

ref both lower power rements and 

the reduced costs of purchased from B.C. Hydro at BPA 

11 rates. 



The Commission s that there is a probabili of further 

ses of such power in the test period and has fu 

reduced se costs from B.C. Hydro $150,000. 

2. Wheeling 

In tion to s g power from B.C. , WKPL has also 

entered or n s. 

These are , the ling 

(not filed ssion) and the Ad Hoc 

Agreement, ch underlies 3807 ch ff is 

subject to Order No. G-95-83. 

For the purpose of s sian the Commission has as 

reasonable the e wheel cost forward the 

Applicant but recognizes an adjustment may be if vvKPL 

is successful in the related to Schedu 3807. On the 

sis of dence s the to the 

Applicant" be as as $626,000. The of this 

matter may re that an adjustment be made. 

3. 

(a) Controllable Expenses 

Operating and expenses are st at 

$14,416,000 fiscal 1984 to an amount 

of $12,822,000 fiscal 1983. In the Appli on ses are 

di shable con lable and uncontrol 

expenses. es of uncal accounts, leased 

cle rentals, , rate appli s 

rental head office were ssifi as , 

a pool control costs of $12,960,000. s 

amount was an se of 9.3% over the amount in 

198 . 
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The Commission finds the Applicant's disclosure of 

'controllable' and 'non-controllable' categories useful in an 

understanding of the area. However, the sclosure of an 

esca of 9.3% on 1983 controllable costs ra1ses 

concerns. An se of s magnitude s an se 

revenue rements of $1,100,000, 25% of the 

total sted rate se. 

The Applicant gave that wage and sa ses of 

5% in 1983 and 4% in 1984 were granted with an unspecif 

increase for management s 1984. 

The Commission recognizes need to ensure a high quality of 

service and to pay competitive wages relationship to 

industry at large, however, care must be taken to ensure 

advantages are not being the Applicant's special 
status as a regulated stry. 

It is general knowledge that commercial and industrial 

enterprises withheld sa and benefit s and, 

some cases, even sa s and benef i t,s to viable 

these fficult c times. Commission is aware 

that industries "de-regulation" have had to make such 

adjustments in to competitive. 

The Applicant is to consideration to similar 

wages and sa which may be high by industrial 

standards. In the , programs to increase 

productivity such as a longer work week, more productivity 

the sting work week or a reduction on overtime and call-out 

rates should be considered. 
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Approximate one half of the se in the labour component 

is made up of 

payroll, the 

until 1985. 

a sed-in addition of 16 employees to the 

full year of which would not be enced 

The balance of the se is due to contracted 

rate increases and to ses sa level for management 

f. 

following provides drawn from Exhibit 73 and 

icates the major accounts se to se. 

Controllable 0 & M Expenses (Major Increases) 

System control 

Di on maintenance 

sion and ng 
Overhead lines 

Customer accounts 

Admini 

lling 
ons 

Engineering salaries 
Accounting 
Engineering 
Accounting expenses 

1 services 

$202,000 

157,000 
87,000 

117,000 
131,000 

55,000 

73,000 
65,000 
73,000 
36,000 

$996,000 

In considering Applicant's st of cost escalations, 

the Commission 1983 expenditures with 

recorded . At an earl rate hearing the 

Applicant had the of $12,324,000 on 

controllable opera and maintenance s during fiscal 

1983, an se of 6.3% over the year. The 
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Applicant actually $11,850,000, that lower 

were the result of act.ua1 sales being lower than 

forecast sales. Applicant's demonstrated lity to change 

the with sales shows the extent to which 

s of costs is controllable in re to changing 

bus ss rcumstances. 

In current App Applicant s made a 

justment to 1984 sa s forecast of ly 4% 

without a llel adjustment to controllable ing and 

s. 

ter cons erat of the , cular the 

App cant's ence, the ss concludes that a 

and s adjusted the operating and 

ses downward $325,000. After taking this 

ad into account, controllable operating and 

is 11 forecast to se by 4% over previous year's 

. 

(b) 

The Commiss has consi to 

$174,000 " c s" is 

sf licant has s expenditure 

care. s is re s of the 'lease 

versus ' to an ormat1on 

request. se in the is caused by the lease of 

additional new cles and old vehicles with an 

$570,000. A scounted cash flow 

ana is over a 5 that 

was nal ss to se than to buy, provided 

the i t rate the se a was 

12.75% and st rate the strument was 13.75%. 
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(c) Rate Application Expenses 

The Commission is concerned the magnitude of the costs 

being the Applicant this current matter. 

The Commission believes that s ficant initiatives could have 

been taken to reduce the cost of this proceeding. As referred 

to earlier, the opportuni 

lity 

. 

sts to significantly improve the 

ch will reduce costs for all 

An aspect the of the hearing 1 which has 

sturbing impli came to light during hearing. This 

occurred when was revealed, during cross-examination, that 

the aggregate value of it.ems p to be disposed of 

in the test period was simply estimated and then prorated back 

to specific . The result was an amount of $734,000 

utiliz to indicate, by BCUC account number, disposals of 

of transmission, distribution and plant 

(Exhibit 2, Tab 6, Page 12). The method of the total 

number st lable in the rcumstances, 

however, there was no of the ivation of the total 

or 1 amounts. lanation that t.he method 

was "Strictly for iency , let's take $734,000 and 

prorate it over the assets" is not sfactory. More hearing 

time than neces red to clear up a matter which 

have the evidence. 

The costs incurred by WKPL for the work performed by General 

Appraisal of Canada (" Appraisal") have been 

disallowed ily of the lure of the Applicant to 

utilize Acres which, the opinion the 

Commission, adequate information and 

supporting data re to the treatment of P s No. 2, 3 and 
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4. The balance the s area was not 

sufficiently to ju ion the cost of service. 

Because its concern over the 1 of costs, and lecting 

quality of the , the Commission will disallow the 

of certa costs additional to those incurred by 

General Appraisal. In s respect the Commission approves the 

costs incurred by the Applicant from Clarkson Gordon & Co., 

Foster As s, Lawson, Lundell, but reduced the 

costs the Applicant to be recovered in rates by 

25% to reflect the quality of Application. The recovery of 

the Commission's costs has also been reduced by 25% to reflect 

the savings that could occurred hearing costs had the 

App cation proceeded more expeditiously. In summary, the 

costs to be recovered from the rates are approximately 

$263,000, while those written-off to the shareholders are 

ly $102,000. 

The Consumers' As on et al, represented by R.J. 

le, for costs the hearing. The Commission 

t.he costs of $13,473.67 reasonable and will allow 

these costs because of the contribution that group 

to the . 

The appropriate treatment of the costs incurred with regard to 

the "Rate " will be cons that Decision 

and dealt with the next revenue requirement hearing. In the 

, Applicant's costs and those of the 

Commission will be rate base with the 

appropriate ad s having been made on Schedules I and II. 
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In support its proposal Applicant utilized the 

" life method". s method takes account the 

original cost, accumu depreciation to date, net 

salvage va and the life order to 

the proper rate of on to be applied. The 

Commission cons this to be con stent with its 

practice as embodied the Uniform System of Accounts. 

For exi plant ( ng No. 2, 3 and 4) the 

aggregate provision for on for 1984 under sting 

rates would be $3,648,098. Applicant proposed to reduce 

s to $3,169,771. The proposed adjustment results from a 

reassessment of life and is intended to correct a 

tuation where on has occurred on hydraulic 

production plant. The major adjustment for existing plant 

occurs with the Transmission and stribution categories, where 

d on se would be sed by approximately 

$388,000. 

For Plants No. 2, 3 and 4 the Applicant proposes depreciation 

S that would se the cost of the plants over 30-32 

s. The plants were on December 31, 1982. s is 

the first that is to be on the plants. 

(a) Production Assets: Plants No. 2, 3 and 4 

The Applicant's consultant recommended that the Applicant 

lize the rates of which would reflect a 

remaining life of 30-32 years for all of the production 

assets. The was sed upon ence of plants 

of s lar . The estimate remaining u life 

re upon an as that nes and generators 

st only another 30 , thereby putting a limit on 

the useful li of the entire plant. s treats the 



20 

entire plant as a unit and should the "weakest link" in the 

unit fail the remaining useful life would end. The method 

would require a review at, say, five year intervals with a 

possible future adjustment to rates of depreciation. The 

witness remained firm that t.he best estimate that could now be 

made was the useful life of the plant at the 

present time was the order of 30 to 35 years. 

The Commission considers that are other s that have 

a direct bearing on proper course to follow: 

(i) physical and economic life of the plants 

are luenced by the Canal Plant Agreement. The operation of 

the Canal Plant by B.C. Hydro, and the use of the entitlement 

to power by WKPL, results in reduced operating levels at the 

WKPL plants on the Kootenay River. This, by itself, will 

extend the useful life of the running gear the plants which 

must, at all times, maintained in good working order under 

the Agreement. 

(ii) In 1978 a study of the appraisal value of 

Plants No. 2, 3 and 4 was armed by Acres Limited for 

Cominco. This study was ewed in a public hearing in 1979 

with the assistance of Shawinigan Engineering Ltd. While not 

specifically tested in s proceeding the Acres study diff 

substantially from the General Appraisal study respect of 

the remaining life of some of the critical components of 

the plant.s. 

The foregoing points (i) and (ii) demonstrate that the useful 

life of Plants No. 2, 3 and 4 are in excess of the 30 s as 

recommended by the Applicant's consultant. In the setting of 

depreciation rates for these plants the Commission accepts the 

findings the Acres study, tested at a previous 
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proceeding. Rates for for P No. 2, 3 and 4, 

Production Plant, will as contained in Appendix A 

and B of the sion. 

(b) Production Assets: Plant No. 1, Accounts #330-346 

The Acres not i erence to P No. 1, a 

plant owned Applicant s ce 1898, and 

lt in 1925. rates of ation for 

res rs, dams and is 1% per annum; structures 

and improvements 1.5%; and for other hydraulic production plant 

2.5%. Use of the 2.5% rate resulted in over-depreciation 

for "other power ". 

In ew of the higher neces hi cal rates of 

on accounts, "Accessory cal Equipment" 

and "Other Power Plant ", resulting in these accounts 

being fully as 31, 1984, some 

on neces . 

The Applicant has proposed that all the accumulated 

depreciation amounts and rates be adjusted 

effective 31, 1983, such the plant will be 

f over the next 30 . 

In reaching an assessment remaining useful life of P 

No. 1 the Commission s that the life 

attributable to Plants No. 2, 3 and 4 as recommended by the 

Acres should be applied to No. 1 except for those 

accounts that are fully . It is a matter of public 

record t age of Plant No. 1 is close to the average age 

of P No. 2, 3 4. Additionally the Canal Plant 

Agreement links cs of the plants. The 

Commission cannot conclude that the rema useful life of 
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No. l is ss than . The rates of 

on to be 1 are on A. 

The ad s to re-allocate opening a 

, which on the rates recommended the 

Applicant on certain assets as P No. l are 

also rejected. 

(c) 

For the f reasons, the ssion does not accept a 

re-al of accumu as at December 31, 

1983. 

In Commission's opi on the licant d not 

compelling reasons to warrant a change from rat.es 

. rates are, on gher than the 

propo s will as st the licant in s cash 

. the face of with 

life, ers the adoption of 

ces. 

(d) General Comments 

, \...V!!UILJ .. 5 cons s the use of the 

life to consistent th poli . 

sions on rates, must be to 

ze the es the ons that go 

a rate at the an asset first 

goes 1nto ce. It follows that odic ews are 

necessary and these out at ls 

to ensure orooer rates are app . 
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6. zation Utility Plant Acquisition 
Adjustment - Account #114 

Pursuant to the "Sa of Power Service and Exemption 

Order" dated July 28, 1982, the Applicant acquired from Cominco 

Plants No. 2, 3 and 4 for $20 million, with the purchase price 

located books of account between real property, dams 

and equipment, and s. 

Information provided by the Applicant indicated that a premium 

of $11.9 million had paid over "net book value on the 

utility basis", leaving a net book value of $8.1 million as at 

December 31, 1983. 

During cross-examination the Applicant: admi tt,ed that the 

premium had not been accounted for accordance with the 

"Uniform System of Accounts for Electric Utilit.ies" wherein 

Account #114, Utility Plant Acqui tion Adjustment, is 

to include "the fference between purchase price of 

plant acquired as an operating unit or system, and ori nal 

cost when first devoted to public utility service after 

allowance for depreciation, on, and contribut.ions and 

grant.s". 

It is t,he Commission's belief that the acquisition premium 

should be accounted accordance with the Uniform System 

of Accounts and that an amount of $11.9 million be transferred 

to Account #114. The adjusted cost of the assets has been 
determined on an apportionment sis consistent with the 

Applicant's approach and the va s are shown on Appendix A. 

Consistent with the issuance of Certificate of Public 

Convenience and Necessity, the z balance will be a 

part of Rate Base and the lity customers will bear the tax 

consequences, i.e., non-deductibility for tax purposes. 
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The Commission is the Applicant's non-compliance 

with the Code Accounts recording this matter in its 

accounts. This is second in as many hearings such an 

omission has revea the evidence. The Commission 

stresses that comp with the Code of Accounts is 

fundamental to expeditious hearings and any nty with 

respect to categorizing an expend or cost should be 

settled before it becomes an issue a public hearing. 

In the rcumstances the Commission finds that the is a 

legitimate of the cost of the assets devoted to utility 

ce and hence the rate must be consistent with 

the weighted rate for similar plant items. 

VI. INCOME TAXES 

1. Background 

The method of accounting for income taxes by WKPL was sed by 

s a 1982 and def because of a 

of proper ce. In a Decision of May 31, 1983, the 

Commission decided that the complexity of the matter warranted 

a ew as a result the issues were fully 

sed s hearing of the revenue 

requirement Appli on. 

The Applicant has followed the "deferred" or "normalized" 

method of accounting for tax since 1955 and has 

a tax balance of approximately $9.3 

million as at December 31, 1983. The issue to be dealt with is 

whet or not it is the public interest of WKPL and its 

customers that the Utility be allowed to continue to account 

for taxes on the "normalized" method. 
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The Applicant retained the ces of Mr. R. Scott, Chartered 

Accountant, who on ce and was 

Mr. J. Brook, ce-President, of WKPL. 

Dr. Sherwin, rate of return tness for WKPL, also gave s 

views on issue. The s on also heard opinion 

from Mr. H. Johnson, Chartered Accountant and Dr. W.R. 

Waters on lf of of Kelowna, B.C. Timber Ltd. and 

other muni 1 and strial s. 

Commission is s 

wi a lar issue re 

20, 1983 dealing 

of Inland Natural Gas Co. Ltd. 

and Natural Gas ch a change the 

t.axes from normalized 

to "f " 

The Commission has cons the issues under following 

: accounting authority, recovery of legi costs, 

1 , costs of erred tax, and as 

matters the customers' lity to pay, "price signals" 

and a on the Applicant's ability to 

finance to 

2. The Issues 

(a) Accounting Authority 

In a 1 , Mr. R. Scott recounted 

t.ax accoun . He gave evidence 

that current i on of the an Institute 

Accountants (CICA) is a proper of 

revenues to costs is eved allocation taxes 

to accrual of tran . ThlS 

is the nature of "normalized or erred" tax treatment and 

is the method non-regulated bus ss is obli to follow, 
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except for companies whose revenues are set under long-term 

contracts established on a cost of service ba s. 

Mr. Scott's ess l ew was that CICA s 

deferred taxes as " treatment and that 

s is so on s of consistency treatment 

al es and consi over time. He 

also out 

normalized or deferred ba 

cant has accounted for taxes on 

s for the st 30 years. 

was also 

3470.57. 

th to the CICA Handbook, 

pres normalized tax 

accounting general s fie allowance for 

taxes e (f sis si on of a 

body only allows the 

recovery of taxes current in the rates. In that 

situation the taxes ba s matches costs and revenues 

is "a rea on all taxes 

11 approved 
or for sement the customer 

at t.hat II 

In the rcumstances WKPL and the of regulation in 

Bri sh s s concluded that a 

"rea " exists that taxes payable future 

years wil from customers at that . 

Conunis on s cons th regard to the 

lication of the rules to by reference to 

s s of 3470.57 of the CICA Handbook and 

concludes there is no constra on WKPL or the Commission 

utilizing ther for taxes. 
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{b) Recovery of Legitimate Costs 

This issue centres on whether deferred taxes represent a 

current liability or a contingent liability. 

The facts are, that to December 31, 1983 the Applicant has 

accumulated some $9.3 million deferred income taxes from its 

customers. This balance been lt up steadily since 

1955. In addition, the Applicant" submitted Exhibit #6 which 

gave the 1999 as the first year in ch deferred tax 

ght become payable if no capital tures are made after 

1992. 

In weighing presented, the Commission has 

concluded that deferred tax s a liability only under 

rcumst"ances. 

(c) Inter-generational Equity 

equity s interpreted to mean: 

" ... the assessment of whether or not pricing structure will 
require the customers different time periods to pay 
different amounts, real or purcha power terms, for 
the same ce. If the same purchasing power is required 
to the same s di periods, the 

cing structure be equitable with 
respect of the s of users." 

The Commis on considers that any questions of 

generational "inequity" which ght result from a move to 

flow-through taxes and of a tax burden to future 

customers must be the context of costs associated 

with a ining rate base. The Commission concludes that a 

shift in tax treatment would be essentially neutral in any 

impact on 1 equity and that the fting of 
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such costs, if any, in the case of WKPL consumers is not 

signficant. 

(d) Cost of Collecting Deferred Tax 

WKPL d not di with the 1 ew that the collection 

of def t~axes is unduly for the consumer 

therefore an fi ent source of capital for the Utility. It 

took the position, however, that such costs to consumers were 

offset by advantages from having the deferred tax credit 

ref in equity. In terms of the opportunity costs of 

capital this provided an fset t.o the cost t.o the consumers of 

the deferred tax payment. 

The Commission has concluded that although deferred taxes, when 

as a deduction from rate se, are zero cost capital to 

t.he Company, it. is high cost capital to the customer for three 

reasons: 

(i) At Company's tax rat.e of 52% for each 

dollar of tax collected, an additional $1.08 must be 

collected for income taxes. 

(ii) All fees and taxes which are revenue-based 

are by tax and this increase is sed on to 
the consumers. 

(iii) Most customers pay utility lls with 

"after tax" dol s whereas the Utility is able to obtain its 

funds to finance ons with "before tax" 

dol s. 
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(e) Customers' Ability to Pay 

The provincial economy has been a severe recession for a 

considerable period of time. While the customers' ability to 

pay cannot be an overriding factor on which a decision can be 

based, it. is a consideration. In the circumstances of a change 

to "flow-through" taxes some it.s will flow to s ng 

cust:omers. 

(f) Price Signals 

The Applicant's costs and revenues are finely balanced 

marginally because the cost of incremental energy per kWh from 

B.C. Hydro exceeds the average tariff revenue per kWh. The 

adequacy of the tariff is therefore very sensitive to any 

increase in load which must rely on power supplied by B.C. 

Hydro. 

The Applicant argued that "flow-through" income tax treatment 

would lower rates thereby giving customers the impression that 

rates would be permanently lower. This would translate into a 

severe revenue d iciency if conservation forts were to be 

relaxed. Rate design, it was argued, could not mitigate this 

impact. Given a set. of assumptions, evidence was advanced to 

show that within five years, rates under "flow-through" would 
imb back and fact surpass the rates under deferred taxes. 

It is not clear to the Commission whether the incremental load 

will be supplied by B.C. Hydro at 30 mills kWh, Cominco or 

other parties. The Applicant is currently having discussions 

with parties on power purchases and at this time the 

identity of the supplier and the price is unknown. 
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Applicant gave that it was seeking ssion of 

95% the Federal income tax payable and all of the Provincial 

income tax, as is done . Mr. Brook stated that. if 

the Applicant was successful and was able to take the income 

tax refund into account it would be to develop a stronger 

financial structure by reducing leverage and improving interest 

coverage while 11 considerably lower costs to 

its customers. This would produce a lower effective rate to 

the customers than resulting from adoption of 

flow-through income tax. 

(g) Impairment of Ability to Finance Growth 

This issue is discussed under two categories: 

(i) Effect of Taxation Accounting 
on Credit Rating 

The Commission concurs that in certain rcumstances a 

the 
of a 

from "deferred taxes" to "flow-through" may increase 

fficulty and cost of 

lity. However, 

sing funds to meet the needs 

s aspect cannot be viewed in 

iso on from the capital market.s, the future growth 

prospects the Applicant, its need for funds in 

ship to capital base and other factors. 

(ii) Ability to Finance Expansion 
of Generation Capa.b~JLty 

The Applicant introduced evidence to indicat.e the borrowing 

capacity that would after a change to 

"flow-through" and after the borrowing contemplated in the 

1984 Appli on. Some $13 million would , assuming 

a 15.5% rate return on equity. 
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The Applicant contended that a change to "flow-through" 

would make it virtually impossible to se external funds 

for new on p 

The Commis on agrees that future profitability as well as 

debt service ability are necessary s any 

expansion plan It is 1 ly that if the funds can be 

sed at all, they can sed just as readily under 

"flow-through" as under "deferred" tax accounting. 

The Commission views the change to "flow-through" as having 

a neutral impact upon the Applicant's ability to raise 

external funds. It is noted that the existing 10-year 

capital program did not include additional generation. 

3. Decision 

For the reasons as discussed above, the Commission has found 

that the public interest will be be served with a change to 

"flow-through" accounting for income tax purposes for the 

Applicant. The change is to occur ef ctive August 1, 1984. 

The balance of deferred come taxes on the books of the 

Applicant as at July 31, 1984 will and be included in 

the capital structure as zero cost capital. 

VII. RATE: OF RE'I'URN 

Dr. Stephen F. Sherwin, Executive Vice-President of Foster 

Associates, Inc., gave evidence on the fair return on common 

equity for the Applicant. Dr Sherwin's criteria can be 

summarized as follows: 

"The economic principles governing the determination of a 
fair return are encompassed by the opportunity cost 
concept. The fair return represents reasonable 
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owners of property in light of the 
cs -- business and 1 -- to 

which the property is exposed. The return should be 
commensurate with that achieved by other firms of similar 

sk; should be suffi ent to permit the of 
new capital on reasonable terms, and to 
Company's f al . 

concepts of cost of attracting capital, financial 
, and r return are , but not 

synonymous. The cost of attracting tal is the cost per 
dollar of tal. Its function is to provide 

1 scarce ca tal resources into 

The concept al integrity, in a narrow sense, 
relates to a of ngs sufficient to 
mai coverage ratios whi permit utilities to 

se debt capital on reasonable terms. When the concept 
of financial is expanded to encompass the 

tal values, it a measure of the 

... Fair return (is) a 1 earnings that enables a 
utility to (a) ty tal without diluting 

sting ' investment and (b) rna the 
value of its terms market to book 

-- at a in the 
run, 

Dr. Sherwin anchored s s on the comparable 

appli ls. 

Although the Applicant gnificant aspects the 

for the forecast test od, Dr. ssed a 

to modi s le was 

that in context of on a forecast basis the data 

lized in a best at of 

st and should that used by the regulator. 

However, Dr. that an e an 

return made on s of the higher 

rates improved ts s at the of 

wou cause t.o recommend an increase in return 

on slight over rect testimony. While 
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Dr. Sherwin did not change s "base" recommendat.ion as to the 

return on equity, the recommendation made was based on 

March 1984 than October 1983, the range 

would have been sed one of a point to 16.25% 

to 16.75%. 

The recommended range return on equity is 16.0% to 16.5% on 

the assumption that Applicant s on the "normalized" 

method of accounting income tax. This range would increase 

by not s one of a point to offset a loss of 

taxes. 

The Commission agrees Dr. 's seas to the 

fluid and competi nature of the 1 markets and the 

necessi for con on on the broadest is. In the case 

of the App cant only the s must compete as the 

equity stock is all he by companies. However, the 

equity holders are nonetheless entit to the opportunity to 

earn a return commensurate th sks assumed. 

Dr. Sherwin of Applicant to 

that of li es, TransAlta and Newfoundland Light 

Power. He concluded that the first two were low risk 

li s, with Newfoundland Light and Power an risk 

and Appl , a h . 

to Dr. Sherwin the three e c utilities had 

recent approvals that would allow those uti t s to 

a returns of 16.0%, 15.25% and 16% 

re ly. 
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In a comparison wi t"h natural gas utili ties in Bri t.ish Columbia, 

it was Dr. Sherwin's opinion that the Applicant had a lower 

risk (unquantified) than Inland Natural Gas Co. Ltd. and a 

lower risk than Pacific Northern Gas Ltd. by approximately one 

half of 1%. This assumed that the Commission approved weather 

normalization and deferred cost of power accounts, both of 

which would tend to reduce volatility of earnings and 

shareholder risks. 

Dr. Sherwin also discussed forecasting risk and a supply risk 

associated with the cost power. These risks are related to 

a failure to achieve the anticipated revenues or to 

unanticipated power purchase expenses, both of which may 

increase the volatility of earnings. As the proportion of 

purchased power ses the associated risk will increase. 

The Commission has considered both the forecasting and supply 

risks and believes that the Applicant itself has increased 

these sks from what they might otherwise be. 

Whi in economic terms the economy of Canada lags the United 

States; that of British Columbia lags Canada and West 

Kootenay's service area lags Bri sh Columbia; Dr. Sherwin felt 

that there were prospects for improvement. Dr. Sherwin also 

discussed whether a special sk was attached to bus sses 

operating in Bri sh Columbia. He concluded that although this 

might have existed in the past, the current climate in the 
Province did not support this view and in arriving at his 

recommendation he had not incorporated an sed risk for 

this factor. 

With specific reference to the service area Dr. Sherwin 

indicated that the lack of an industrial base the WKPL 

ce area made it more difficult for the Applicant in 

comparison with Alberta utilities. While this creates problems 
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for WKPL there are also opportunities for the Utility to take 

action to encourage industrial development by providing 

encouragement and assistance businesses wishing to locate 

the ce area. A new business with an appropriate load 

profile could improve l operating load factor of the 

Utility. 

The supply risk can be overcome by building or acquiring 

addi anal generation. If additional generation can be shown 

to be the public the Co~nission would ensure that 

prudent measures were taken to minimize the risk and the impact 

on rates in the itial years. It would also be necessary to 

maint the financial integrity of the Applicant to ensure 

that it could attract funds on benefi l terms. 

Dr. Sherwin asked that an increase in return also be considered 

on the basis that the interest rate he had forecast was 

significantly lower than those being experienced and, an upward 

adjustment should be from the 15.4% approved in the 1983 

Decision. On the basis the existing interest rates the 

investor's longer term expectation of the "core" rate of 

lat.ion is 8% while the immediate expectation ranges from 

4.8% to 5.2% or an 5%. 

The Commission acknowledges that dramatic changes have taken 

place in current st rates and recognizes that Dr. 

Sherwin's analysis is an attempt to predict the average rate of 

return on equity to be eved the next business cycle. 

A conclusion that the core inflation rate would remain at 8% 

over the next bu s cycle might require an upward adjustment 

in the rat.e of return to the levels recommended by Dr. 

Sherwin. However, it appears to be premature to determine 

ther the direction of st rates in the next business 
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cycle or the duration of the cycle. In the short-term, rates 

will likely be higher than those existing in March 1984, 

however, this is of little as stance in determining the rates 

which might apply during the next business cycle. 

In cons ering the risks of s utility and hence the 

appropriate rate of return on equity the Comrnis on has 

considered the of Dr. Sherwin including the 

examination and argument advanced by the int_ervenors, which 

argument. ranged from a posi t_ion of reducing the existing 

allowed return to maintaining at its current level. 

The Commission concludes that action can be taken by management. 

to reduce some of the perceived by Dr. Sherwin. The 

current ri to utilities in general is that of 

fluctuating interest rates, from which the shareholders of this 

utility are protected through a Deferral Account. 

In summary, and taking into account all of the foregoing 

including the argument and examination of the intervenors, the 
Commission concludes that the present circumstances of WKPL, 

an se in the rate of return on common equity is warranted 

and accordingly determined that the Utility should have the 

opportunity to earn a return of approximately 15.75% on 

equity. This rate of return on equity, within a range of 15.5% 

to 16.5% should be suffi ent to allow WKPL to earn a fair and 

compensation for its ce. 

VIII. OTHER MATTERS 

A number of other matters related to weather normalization, 

spillage and customer concerns require discussion. 
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1. on 

The Applicant has proposed that an account be established that 

would sulate the the Company from fluctuations 
. 

I • 

most Company's 
for rate forecast of sales for 

test s sa s st is based upon 
condi ons ch icate long term hi cal 
conditions. However, it is uncommon actual 

ons to exactly cate long term average. 

As , the 's revenue from sales, as well as its 
expenses ( due to power ses) may deviate 
si icant from forecast." 

The proposes ion of the Deferral Account be 

as lows: 

"Each month variations in weather conditions will be 
normalized and the resul net revenue trans£ 
deferral account. This deferral account will 

rate se. 

Given a i rate ef, balance 
in the deferral account at the date of the application will 
be incl base, and the Company's 
revenue rement will in(de)creased by the average 
return on rate se posi or negative balance 
on the account. 

In s es of debits and 
be expected to this account. 
proper working account, over the long term, the 

lance on this account would be zero and not directly 
affect the Company's return or the consumer rates. 

abnormal weather results 
a balance on the account, 

it is amount, at date of 
application, t revenue 
requirement, would stay in rate base." 
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The proposed adjustment would relate to Residential, 

Residential Electric Heat, Irrigation, General Service and 

Wholesale classes but exclude Large General Service, Industrial 

and Lighting. The revenue adjustment would be made raising the 

trailing block while the expense adjustment would be predicated 

upon marginal cost of energy for the month. 

The purpose of the proposed account is to smooth out year to 

year changes with the long run balance at zero. The problem is 

not unique to West Kootenay but is common to any business or 

public utility where the level of demand is affected by weather. 

In considering the matt.er the Commission has taken into account 

the complexity of calculations, fairness to all classes of 

customers, the Applicant's difficulty with the current changes 

to its system and the degree to which shareholders of a utility 

should be shielded from normal business risks. On this latter 

point the Commission is reluctant to provide "insurance" 

against forecasting error or lack of foresight in planning 

power purchases. The Commission has therefore concluded 

primarily because of the latter point, that the establishment 

of a Weather Normalization account is not in the public 

st. 

2. Spillage 

This matter is before the Commission these proceedings for 

resolution following a complex chain of events requiring a 

brief explanation. 

The Commission ti ly expressed concern over the inclusion 

of "spillage" the formula which determines the cost of power 

purchased by WKPL from Cominco in a hearing by the Commission 

of a WKPL revenue requirement application in 1983. In a 
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Decision of May, 1983 ing with the revenue requirements 

WKPL, the Commission concluded that there was no cont.ractual 

igation on WKPL to pay a cost of power ch included costs 

from usion of "spillage". 

The 1983 sion that 1982 WKPL paid Cominco $715,000 

more than forecast power purchase due, part, to 

inclusion 1 cal on the ce and 

that WKPL recover the portion that amount related 

to 1 for lack of . In Decision the Commission 

sallowed an amount of $411,000 e to such 

spillage 1983. In 984 the e amount is e 

at $321,000. 

WKPL contends is contractually bound to incorporate 

spil as a part of calculation of the purchase price for 

surplus power and requested the Commission resolve the 

matter through a Case to the Court of Appeal under 

Section 122 of the Act. Stated Case was prepared filed 

and was to be heard November 23, 1983. On November 23, 1983, 

wi the consent of all es, the Stated Case was adjourned, 

indefini ly, that could fully examined by all 

before the Commission. The 

matter was therefore scus on the hearing 

of the revenue rement i on to be lt with by this 

Deci on. 

In evidence both WKPL and Cominco took the pos on that the 

the calcu 

purchases. 

on 

or ent use was appropriate used 

ch result.s the unit ce for power 
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A critical number, and the one underlying problem in this 

matter, is that representing output. WKPL and Cominco 

assert that the number must represent the actual output after 

adjustments for "spillage" occasioned by planned outages for 

maint.enance or repair, or forced outages or shutdowns where 

there is no market or requirement for energy from the two 

plants. A lower actual output number results in a higher 

average cost of production unit. Incorporating spillage 

for lack of market in the calculation results WKPL paying a 

price for purchased power from Cominco which price is higher 

than it would otherwise be if spillage adjustments were limited 

to those occurring because of planned outages or forced outages 

as specified in the Canal P Agreement. 

The extension of the def tion of what constitutes spillage 

which has occurred since 1979 has the effect of requiring the 
purchaser, WKPL, to assume costs associated with maintaining a 

"high load factor" on Cominco's P No. 5 and 6 the event 

of losses of domestic export markets or a decline in its own 

requirements power produced by these t.wo plants. 

The May, 1983 Decision found that there was no contractual 

obligation which justified this treatment of the matter and the 

resultant cost to WKPL. As stated, the matter is before the 

Commis on again to allow the parties to develop more fully the 

issue. 

The Applicant, supported by Cominco, takes the position that 

the calculation of the price purchased power from. Cominco 

has always been determined based on actual generation or its 

equivalent, use. 
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With regard to the price mechanism used in the calculation, it 

has components back to 1958, the first a 

significant amount of power was purchased the Applicant from 

Cominco. The base price s was $1 kW 

ty and 3 mills/kWh for energy, which price has remained 

in feet or formed a sic component of the price from 1958 to 

date for a water fee adjustment. This price did 

not vary with the utilization of the es. In the 1970s 

lease replaced to some extent but the 

fective price the same. 

It does not~ appear t.o the Commission that a variable spillage 

was included nor, from the evidence of a 

previous hearing in 1976, that any form of spillage was 

invo in the calculation of the cost of at that time. 

the 1 tted the 1983 hearing it is apparent 
from the calcu ons supporting the price that two distinct 

types of llage were 1 , one involving forced and 

planned outages and other, loss of markets. 

In this proceeding addit 1 was given that 

"spillage" due to rna was incorporated the 1974 

year. This calculation was f from the calculations 

used to the cost of power the WKPL Application 

upon a 1974 c test year (Exhibit 4, Item 1-C, 

1976 ng). 

In Exhibit 4 of this proceeding a hypothetical spill due to 

rement of 567.9 Gwh appears in 1974; however, is is 

using a calcu on made thout consideration of the 

Canal Plant ch became fective 1975. If the 

assumed generation is disregarded and only actual generation 

and shutdown cons the spill due to lack of 

s is f el . 
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As mentioned ously, the aforementioned price calculations 

are ned Sale of S Power Agreement dated 

November 21, 1980 and ically in paragraph 1, subsection 

(e) and Schedule One of the . 

The pa states " ... the price shall recalculated 

by substituting Cominco's actual* average cost producing 

power from Plants No. 5 and 6 ... " whereas Schedule states 

" ... calculated using the employed by Cominco and 

West to calculate rate of 1.934 mills per lowatt 

hour". 

Need ss to say, if referred to in Schedule One 

cl set f current dispute would not have 

a sen. Nevertheless, the Commission believes that even though 

an omission appears to made Sale of Surplus 

Power the public res that this be 

rectified and a proper cons of spillage be included 

the cal of cost of power. However, the 

on to Cominco shou not. extend to the point that 

WKPL provides a insurance against loss utilization 

of Plants No. 5 and 6 by Cominco due to labour disruptions Or 
loss of market for its product. This is particularly important 

in of the fact that the Applicant is not permitted to 

power resale its service area and 

is deprived an opportunity to reduce impact of 

costs 

No. 5 and 6. 

sis supplied 

from a lower lization of Plants 
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However, in the circumstances, it would appear reasonable that. 

Cominco not have to bear the entire cost of "spillage" related 

to loss of markets for power which in the normal course of 

events would be surplus to Cominco and WKPL requirements. The 

Commission believes that it i.s in the interest of Cominco, the 

Applicant and its customers that this matter be resolved in a 

r and equitable manner and not be the subject of further 

spute. 

In most rcumstances a utility is permitted to recover in s 

rates under-utilization of facilities or spillage and even 

though Cominco is not a utility pursuant to its Exemption Order 

the Commission believes it would be unfair and unreasonable in 

this circumstance to deprive Cominco of this benefit. The 

Utility and its customers will also benefit by the ongoing 

support of Cominco in providing the maximum amount of power in 

the most usable pattern, increased rate stability and reduced 

regulatory costs. 

In addition to the specific problem related to spillage for 

lack of market, di s could also arise in the future with 

regard to "forced outages" and outages due to maintenance. 
Again, it would be in the st of all parties if this could 

be • 

It appears to the Commission that the current and potential 

problems could be avoided if a fixed allowance were made to 

sent spillage (to commence January 1, 1983), exclusive of 

that resulting from labour sruptions or lack of market for 

Cominco's products, and this amount incorporated into the 

culat.ion of the estimated and actual costs of power produced 

from Plants No. 5 and 6. This suggestion is similar in concept 

to the method used to determine the maintenance allowance 

pursuant to the Canal Plant Agreement and the strike 
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normalization adjustment incorporated in the rates of certain 

investor-owned gas utilities. 

Over-earnings and under-earnings might occur but over the 

course of the life of the Agreement the parties would be 

treated in a fair and manner. 

In these rcumstances, the Commission will continue the 

deferral of the actual 1983 costs, and for the purpose of this 

Decision, without prejudice, defer the cost of spillage, on the 

basis currently calculated, in the hope that a fair and 

practical solution can be achieved within 90 days from this 

Decision. If a satisfactory resolution is not achieved at the 

end of the 90 day period the Commission will consider whether 

the deferral should be continued or the whole amount disallowed. 

The Commission directs that WKPI. report in 90 days the 
date of this Decision, or such shorter period as may be 

appropriate, on its progress resolving this matter. 

3. Consumer Participation 

The Commission hea submissions from a number of individuals 

who appeared on their own behalf and spoke as representatives 

of groups of consumers. These individuals all made a useful 

contribution to the process of examining the Application and 

the need for increased rates by the Applicant. 

Some specific concerns were expressed over the billing 

procedures, including the ease of understanding the bills and 

access to documents and information related to the Rate 

Applications. Other concerns were expressed over the size, 

complexity and expense of hearing applications t.o increase 

rates. The Nelson Rod and Gun Club sed questions of the 
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establishment of a sinking fund to replace existing lities 

at the end of the useful life of the facilities and a special 

levy against utility revenue to replace lost fish stocks. 

The Commiss shares the concern of consumers over what seems 

to be an unnecessarily complex bill and the impact of the 

bi-monthly billing procedure. The Applicant has indicated that 

it proposes an equal monthly lling program by mid-1985. 

Hopefully this step can be incorporated into a simplified 

billing procedure. 

The Commission can do little to enforce a program to restore 

sh stocks affected by hydro-electric development now past. 

This is an area which is properly within the jurisdi on of 

other agencies of government. These are legitimate concerns, 

however, and they should be sed with appropriate Ministries. 

4. Hearing Procedures 

Solutions to questions related to the complexity, size and cost 

of rate proceedings cannot be found easily. The nature of the 

utili t.y business is complex and customers have a right to know 

why and how rates are increasing. The Commission is concerned 

over the rising costs of rate applications and hearings and is 

taking steps to reduce these costs. hazard, however, is 

t.hat the of the consumer in achieving a full 

sclosure of the need the increase will be overridden by 

the need to economize. The Commission acknowledges the concern 

and of the cipants in this area and has referred 

the mat.ter to t.he full Commis on. 
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IX. CONCLUSION 

In order to lement s sion several are necessary. 

Applicant is a se in customer rates 

of approximately 3.71% f as of January 1, 1984 and, 

this se is s that granted on an 

refundable ba s pursuant to ssion Order No. G-85-83, a 

refund of ly 3.59% plus st is 

ordered with con the period January 1, 

1984 to July 31, 1984. The refund required is ly 

50% se . 

In order to lect change in method of accounting for 

income tax and above , permanent rates are approved 

for all consumption on and after August 1, 1984, which are 

8.53% lower 

basis on January 1, 1984. 

those ef on an 

DATED at the ty of Vancouver, in the Province of 

Bri sh Columbia, this 5th day of July, 1984. 
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QJ .. , ... ~ 17 UTILITIES COMMISSION 

s 
ORDER 

NUMBER G-37-84 

BEFORE: 

PROVINCE OF BRITISH COLUMBIA 

BRITISH COLUMBIA UTILITIES COMMISSION 

IN THE MATTER OF THE Utilities Commission 
Act, S.B.C. 1980, c. 60, as amended 

and 

IN THE MATTER OF Applications by West 
Kootenay Power and Light Company, Limited 

J.D.V. Newlands, 
Deputy Chairman, Chairman 
of the Division; and 
R.,J. Ludgate, 
Commissioner 

0 R D E R 

July 5, 1984 

WHEREAS a public hearing pertaining to West Kootenay 

Power and Light Company, Limited ("WKPL") proceeded before this 

Commission at Rossland, B.C. February 14 through 24, 1984 and 

at Kelowna, B.C. March 5 through 15, 1984 to hear, inter alia, 

Applications dated August 22, 1983, as amended October 3, 1983, 

January 9, 1994 and February 13 and 15, 1984 for increases to 

its filed Tariff Rate Schedules; and 

WHEREAS pursuant to Order No. G-85-83 WKPL was 

granted an interim refundable increase of 7.3% effective 

January 1, 1984; and 

WHEREAS the commission has considered the Appli-

cations and the evidence adduced thereon, all as set forth in a 

Decision issued concurrently with this Order. 

NOW THEREFORE the Commission hereby orders West 

Kootenay Power and Light Company, Limited as follows: 

1. The Rate Base and Revenue Requirement for the 
Test Year ended December 31, 1984 are as set 
out in Schedules contained in the Decision. 

2. West Kootenay Power is to proceed with refunds 
to its customers of record in the period 
January 1, 1984 through July 31, 1984, as 
specified in the Decision of the commission 
issued concurrently with this Order. Such 
refunds are to include interest calculated as 
specified in Order No. G-85-83. 

. .. /2 
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UTiliTIES COMMISSION 

2 
ORDER 

NUMBER __ G-37-84 

3. West Kootenay Power is to amend its method of 
accounting for income taxes from "normalized" 
to "flow-through" effective August 1, 1984, and 
the balance of deferred income taxes recorded 
in its books as at July 31, 1984 will remain 
and be included in the capital structure as 
zero cost capital. 

4. The Commission will accept for filing effective 
August l, 1984, subject to timely filing, 
amended Tariff Rate Schedules to reflect a 
reduction of approximately 8.5% from those 
customer rates in effect on an interim basis on 
January 1, 1984 arising from the implementation 
of the "flow-through" method of accounting for 
income tax and other matters noted in the 
Decision issued concurrently with this Order. 
A reconciliation schedule is required to be 
filed concurrently. 

5. West Kootenay Power will comply with the 
several directions incorporated in the 
Commission Decision and specific attention is 
to be given to the following: 

(a) the matter of spillage in the formula 
which determines the cost of power 
purchased by WKPL from Cominco to be 
reported on to the Commission not later 
than 90 days from the date of the 
Commission Decision; 

(b) WKPL to pay to Mr. R.J. Gathercole, 
representing the Consumers' Association 
of Canada (B.C. Brancq) et al, the sum of 
$13,473.67 being the costs of their 
intervention in the proceeding. 

DATED at the City of Vancouver, in the Province of 

British Columbia, this 
:?'A 

~ day of July, 1984. 

d?JJ 
Divison 
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103,5:5 
9 17\ i!": ! ;< ... j .. 'w 

48,5t}1t861 

1 ~)5' 122' 552 

97,48),962 

1 (1 i t 30 i f ?57 

~,, 700,00~) 

689 

$104,,312, 757 
==:-=========== 

$7 14P 1 167 
============== 



WEST KOOTENAY POWER AND LIGHT COMPANY, LIMITED 

Notes to Schedule I 

1. Segregation adjustment per note (2) 
Reduce forecast 1984 plant additions by 10% 
(Exhibit 1, Tab 6, Page 10) 

2. Segregate acquisition adjustment in Rate Base 
per BCUC Account #114 

Value equals $20 mil ion less $8.088 million. 
(Net book value r letter of April 4, 1984) 

3. 1984 Rate Design costs. Maintain the full amount 
of rate design costs in Rate Base pending future 
disposition (Exhibit 1, Tab 5, Page 18) 

4. Remove, from end of year rate se, debt issue 

$(11,912,000) 
( 1,376,900 

$ (13, 2_88 ( 900) 

$ 11,912,000 

costs associated th postponed new issue. $( 161,875) 
(Exhibit 1, Tab 6, Page 4 

Add llage costs pending disposition (see 
Schedule II, Note 1 

Remove $455,000 for Allowance for Funds Used 
During Construction from end of year rate base 
(Exhibit 91) 

Add back amortization of generation study, the 
costs of which are to be part of rate base 
pending disposition (Exhibit 1, Tab 6, Page 4) 

Removal of the unamortized depreciation study 
costs (Exhibit 1, Tab 6, Page 4) 

5. Reduction to accumulated depreciation due to 
Commission adjustments per Decision, as tabulated 

$ 321,000 

$ ( 455,000) 

$ 93,632 

~' 242,243) 

n Appendix A $( 140,21~ 

6. To set up the accumulated amortized balance of 
acquisition adjustment Account #114. Acquisition 
adjustment of $11,912,000 div ed by 64, per 
Appendix B $ 186,125 
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Notes I 

7. Reduction to beginning of year rate base for: 

-programming costs (Exhibit 91) 
-hot line training (Exhibit 91) 
-financial reporting costs (Exhibit 91) 
-allowance for funds used during construction 

($455,000 less actual of $148,350) (Exhibit 56) 
-depreciation study (Exhibit 91) 

8. To reverse the impact of the Research and 
Development Income Tax c it (Exhibit 91) 

*1983 expense items = 4 

$( 68,288)* 
$( 43,136)* 
$( 118,167) 

$( 306,650)* 
$( 25,119) 

$( 561,360) 

$ 8 2.!2.-k6 3 9 



SCHEDULE II 

WEST KOOTENAY POWER AND LIGHT COMPANY, LIMITED 

Income and Earned Return 

S~1ES ((Jt~h 

ave. mills/kWh 
~ ratE ~~=~eas! 

Electricity reve1ue 

Per Aiinlu:ation 
(Ex.1,Tt 1 P21 

2,038,90(1 

========== 
28.8 

7.3% 

E}·,:sting a.v;~ 26.~ ::;iil $Sll ,829 
Disco~nts ~ :~ter2st 
11 PE:\'2fi:JE· d2T l ci 

M~scellanEJU5 re;en~e 

~JTA_ REVE~J~ REQ~IREMENT 

G~EF:A T[i;2 C:JSTS 
Po~er s:;d 

Wheeli:'; 
Pe~·: s 

~+:~r L M~info~~nro1 
""'- ~.:. ll j •'• ' ""'"" '' '-"'"'· .... ,_._I 

-U~colle:ti~le ;c:cJnts 
-~eas2d ve~icl~ rent2:s 

-Rate ca~e e~~ense 

• a.l o+ h2ac lC~· 

-Gross l+::;ateri:J 

~ 0!. 2-l c 2 i! 

W~te: re::~ 

~uni:i~a~ & ~t~H?r ta~<e~ 

1at1on 
Amcrtization 

TG~AL CPER~TI\S COSTE 

~a~nir~s fr:m cpera~:o~s 

Jt~·e: irlCCr.!E 

~~0rt~ =~ g~i a~ bo~ds 

Earn1n;s befc~2 i~tere~t 

and ta~Es 

:~COM~ !~l~S 

EAF:~ED HETUHF~ 

529,')70 
f (: ~,L. QC(') 

~ '•' ·~•:.,.• lj lol ! .0. 

743,224 

60, \)20 '(:25 

12,042.0JU 
78,000 

200 j '105 

245 
362i596 
'~~c :;'!h ,j,/. , ..... ~... 

4::7,896 

1 ~~1 ;267 
13~062,7.30 

14,518.81: 
~~229 

4~510,81q 
\ ":iii 7• ,_., ....... 'JI! 

38,461 

4(1' 133 i 332 

993 
j ·jj '): 0 
....... 1".._ .. , 

2c, l 523 ~ s·os 
: .('26,58~ 

:t13~437,31S 

Applica:'t·s 
Ad 

(79' 100! 
========== 

1\rtended 
(Ex. 91) 

;,959,80!) 
::::::.:.::::::.:: 

29 t! 
"'1 r::•; 
I nJ • 

($1,73t,B60) $53 1033,969 
(8' (·70 

1,:;64 

[ i 7.d\ :h,:.l 
\"' f' ,_.1-w'lo.l· 

;:2' 385' 25~)} 
t26,00!) 

( 1 (13l ooc; 

{ 103; •)O·:ll 

83, 184 

{, l, j79 ''~:~bl 

35, BCl(! 
·:s, e:6 

$'1, '174 

521,000 
4~038~556 

743,234 

52,336,7:9 

9~656,750 

704,000 
20:1,905 

245,000 
362,S96 
19·~t~26 
457 
tnf ~(~ 
L"Yl;..::Oi 

12,959,730 

i4;4i5,B15 
:;; ;;o 
'-'\-"-: 

4,510,:31'1 
3~597\8~'4 

32~46: 

7Q ~SL ryt~ 
~w.~~ ,~~w 

l9, 0 32JL~93 

455,993 
121 ,21 ~' 

2:)' 559 ~ 7t)J 
7 ,112,4i2 

$13,447,2'i3 

Com~;i ssi on 
Adjust~rents 

========== 
-2.6 
-1. 4j; 

(1 

l$5,030,~95~ 

(5 

0 

,295; 

(520\000' 

'86' .333; 

43~',5021 

t5i5,83S} 

(79,00)) 
(140,2161 
186,125 

(1,!28~ 0 26 

{~' S'C11 r36'1! 

1.1'14 '845} 

:4,C96,?141 

adjust!'lEnt 
i 

1} 

{2} 

,.,.., 
~ ~ .-' 

{4} 

i:J 
{'6) 

{7} 

(~,667,~53) SHEt. I:I 

~$429,061) 

============== ============== ============== ============== 
UTI~ITv RA:E ~~S~ 

::c.-rl:~n~i DN P~TE EAS: 
$1Q4i671,299 

12.34% 
====='========= 

($186,64!) $104.46~t658 

12.87% 
=======-======= 

($171, ~·01 SCHEJ. 
-0.3~! SL~E~'R 

Adjusted 
Balance 

1, 800 
:::::::,:::.::. 

26.6 
-1.9% 

$53,033,969 
521,00C 

:791,739) 
...,,...,. 
/i.;.; 

53 ~(!6,464 

o ,~, 7~n 
'i••WflW~ 

17 ..... , 

704,0DC 
200,;05 

245 
362i5~::· 

lg·i,326 
371,:63 
~ :"':i -d. "7 
1:1 f _:_~I 

... ,"";,-. 
~.L: 

1~~ 83S·, 98~) 
:: "':1 ::;:. 

··~ ' 
4,4 l ,8:'1 
3~457,~7s 

224,586 

~7 ~~~ 1A.\ 
~. ~~~~,~ .. 

16, 1)8: t 12.;. 

lt, 

'i.l. ~ i tiP ......... , - .... 
121,21~' 

.d.::i • 
3,~45,25'? 

$ 3,013,23: 
::::::::::.:::::::====== 

$104~312.757 
• , .~ .- 1. 

~,.;: .... : /.., 

==========·==== 



WEST KOOTENAY POWER AND LIGHT COMPANY, LIMITED 

Notes to Sched le II 

l. Adjustment to power purchases to reflect the 
following: 

-Removal of forecast 5% escalation in B.C. Hydro 
rates per Schedule 3807 (Exhibit 4, Sch. 4) ${ 49,000) 

-Adjustment to provi for further B.C. Hydro 
purchases at BPA spill rates (Exhibits 21 & 21A) $(150,000) 

-To defer cost of spillage 

Cominco Power Cost 
(Exh. 1, Tab 5, Pg. 10) 

water Fees 
(Exh. l, Tab 12, Pg. 6) 

Tot a 

Approved Cost (Exh. 80) 

De rr 

Mills/kWh 

10.256 

0.451 --
10.707 

10. 6 

Deferr Costs (based upon forecast purchases) 

605 GWh x 0.531 m/kWh = 
(Exh. 4, Tab 1, Sch. 4) 

Total 

2. Adjustments to Rate Application expenses. Costs 
allowed by the Commis ion of $263,000, less Rate 
Appl ation expenses per Application of $258,000 
(Exhibit 1, Tab 5, page 18) 

Reversal of amortization of Rate Design Costs 
pending disposition, see Schedule 1, Note 3 

3. Adjustments to operating and maintenance expenses 

-remove amortization of programming costs 
(Exhibit 1, Tab 6, Page 4) 

$(321,000) 

$(520,00Ql_ 

$ 5,000 

$( 91,333) 

!L86, 333) 

$( 61,140) 



2 

Notes to Schedule II 
" (cont' d) 

-remove amortization of generation study, see 
Sch. 1, Note 4 

-remove amortization of depreciation study, 
(Exhibit 1, Tab 6, Page 4} 

-general disallowance 

$11,855,000 (Exh. 73) + $136,000 (amounts to 
be expensed 1983 per Schedule 1, Note 7) x 
1.04% = $12,470,000 

Less~ 

$( 93,632) 

$( 10,000) 

$12,959,730 (Exh. 91) less $165,000 = $12,794,730 $(324,730) 
(other items in this adjustment 

4. Adjustment to Mun ipal Taxes to allow for a 
2%, rather than 4% increase in mill rate 
(Exhibit 1, Tab 5, Page 19) 

5. See Schedule 1, Note 5 

6. See Schedule l, Note 6 

7. Other Income 

-decrease other income to reflect write-off of 
AFUDC per Schedule 1, Note 7 

-to write-off accrued rred interest as at 
December 31, 1983 {Exhibit 91) 

$(489,5Q2l_ 

$(~ 

$ (140, 2161: 

$ 1861 12~ 

$( 48,350) 

$ 
~---=--__..;... 

tl1_94,8~5l 



SCHEDULE III 

WEST KOOTENAY POWER AND LIGHT COMPANY, LIMITED 

Calculation of Income Tax on Utili Income 

Earnin;s tef: i ~ier~st a.nd iEc:::i:ile t:txes 

~eC;Jct: 

A~crtiz2tior af d~~err2d c~edits 

Inte~est on debt {on ra!e base) 

Amortizatic~ Q~ p~3~t~ 2t3, anti 4 
rl'"',t ri .:.~m:.h: o .;-.r , ~,-, ....... ,;:. +.::l'.' 1"',1<r":"'·r""·l:CC 
''""'" ._ ... .,.,,..,:;._. ..... ' ........ ,,._ ... u_ ;. . .,,. ""'-'•\ !'"""-•• 

l~=o~~ fDr t2x p~rp~ses 

Deduct: ,e~ t~mtng d:fferencEs A 

7.4XtiBLE !\Cor~:~ B 

Jeferred tax sr:n A~52:~~ 

Cjrre~t ta:' o~o}~S_[·~ B*S2,:r; 

~J.. F'F:Q\.i:~src~~~ 

HmerndeC [DlHiliS~}{!T; Per Appiicat~on App~ica~t's 

(E~,!,T2,P3) Adjust!ents (Ex. 91) Adju~t~e~ts ¥ 

t2C, 523 J '105 ~35~200 t-20, 559, 7 -:~s ($4, 4) 

224,7L4 224,711~ 

7\302,655 {13~022; 7 t:s-?,633 (~-::3B, OS'! 

12,99t:,506 4E,822 13,o4s,:zg ($3 124) 

399,6.86 3'i9,6ES 56~;: 

~\ "Z.qt., iQ'! 
.. .... ~ ... """' ' .. ' I. 43~.822 i \ :l.lS i\i! 

~ ·-· T ' I ... ~ ....... \4,071 

j~ 2 , '16 c 1 916 J (2,960,9161 212 

$10i435~276 $48,822 t~A tQ4 AQ~ 
T.V, -W>~~~W 

't\ '"'";) ., ... ' - .· ... 

============== ============== ============== ============== 

1 t 566 ,~.25 

r. 
""i 261 

$7,086,536 

-~;; 1'",,..,-
.:. ... · ~c.:. 

t':O:; AT 
"''.__ i .... ~. 

1 s~~ ~?s 
~~~ ... ~,~~~ ~ ~~~ ~)~ 

~,~~~,~-~ 

5,S4t,088 ;::;";•;:) 

$7i112\412 :,$3\6~7,154 

============== ============== ============== ============== 

J:{ 

{2} 

r $£. •• 
\"'f, 

s:f· 

Pal a nee 

$ ~ ·:' 11;;': 

224l-4t 

7;0::~.542 

c ~ 1~7 i2(:4 

. - . '-.;::: 
l :t • ~ L.; 

·~ 0::7':':. ·:'1~ 
: ~ ·-· : ·• ' ~ ... ; 

(2t 747 \::]32 

:;:~.. 4j7 

============ 

1 !4~ :~~ ., ~~--

~-~-,~4st:s~ 
:,::.;::::::.:::-::::::::::: 



WEST KOOTENAY POWER AND LIGHT COMPANY, LIMITED 

Notes to Schedu III 

1. Interest on debt 

6.76% (Sch. V) x Rate Base 

2. See Schedule I, Note 6 

3. Net timing di rences (Exhibit l, Tab 2, Page 4) 

-Depreciation and amortizat 
per Sched II 

-Deduct: Amortization per Note (2) 

Amortization of deferred charges 

$3,682,264 
186,125 

CCA (after 10% reduction on 1984 additions) 

Current additions to deferred charges (sp llage) 

Capitaliz Overhead 

Capitalized Interest (after 10% reduction) 

4. Removal of deferr tax per Decision 

5. Use of statutory rate for 1984 

$ 3,496,139 

582,800 

(4,715,734) 

321,000) 

(1,517,000) 

$(2,7~7,832} 



SCHEDULE 

WEST KOOTENAY POWER AND LIGHT COMPANY, LIMITED 

Common 

Cc~:mor, e~Ult" a: uec. 3l 1 1983 

Adj: fJrE:ast ~?t e3r~i~gs 

o~ total - :alizaticn 
·_t:s~~ t.'r·lte-c.r~:~ 

~e~:.: f~~·ecaE: dtviden~ 

- c Jmmc: 
- ::~eter""·?C 

~8re:as~ b2~a~:e at Jec?Rt2r .,., 
.:; .... , 1'?2.i 

Fi [ D~'~Ci. 

Pe~ Anolicatic,n 
:Ex.i~T1' 1 f'!J 

$37,614!297 

c 1 337 1194 

~2, 765~-(i(l(Jj 

\35,)00; 

4p~licart'; 

ACJ~steents 

tO 

22~996 

$4~ ~ 1~1,411 $22~9·;c 

============== ============== 
$39,382,894 

Amended 
!E::. 91} 

$·37 ,614,297 

6,360, 19(1 

t' 

(2,765,000) 
(35,000) 

!-41 J 174,487 

Comrr,i s=.i Dr· 

Aajus.tf~ellt:: 

( $418 ~ .) 7 4) 

~2 i ,1 

( 142,00:)} 

f$774~5te) 

============== =======-======= 
$39!394,312 ($596,3:1 

============== ============== ====~======~== ============== 

a:jt::.;. .. ~:=:1t 

~ 

tl 

~ ~-'1 . .;;;.;;' 

B.:: I 3r1CE 

~37;! 96\:.:: 

b, l5~t9i:-

l42l 

!40~~99/t 9 

==========-==== 
~:.8, 798r(•71 
::::::=========== 



WEST KOOTENAY POWER AND LIGHT COMPANY, LIMITED 

Notes to Schedul IV 

1. See Schedule I, Note 7 

2. To write-off unrecover Rate Application 
Costs per Decision 

To write-off depreci ion study costs per 
Schedule 1, Note 4 

$(4181074) 

$(102,000) 

( 40,000) 

$ (142 t.OOO) 



SCHEDULE V 

WEST KOOTENAY POWER AND LIGHT COMPANY, LIMITED 

\Ex.!, Ta':l9 ,Pl i 

De~erret 1~core t6xes 

DEBT! 
=ir;t bD~1dS 

Secured ~e:e~tcreE 
- serie: P 

- ~-E'fl:: "' 

- series L 

5Gbordinate c£t~rt~re 

B.~::k loan:. 

~C~I1Y! 

Prefsrr?d shares 

. .,er~r::Jn s::arts 

: ··:cl equ~ r.·; 

-:TA~ :~F!TA~IZ~7IQ~ 

ital Structure 

ADJUSTED 
Bala.r:c~ at 

ADJUSTED 
For eca:t at 

ADJUSTED 
Forec?st !. of capi ta.l 

Dec, 31,1983 Dec. 31, 1~84 Average 1984 strcctu~e Return$ 

(l) 
$9,340,51C $i0, 174,02E $9t757t274 

5,218,0~:·0 4, 968 ~ (!OC 5,095 

ifl ft0A or!~ 
~VfV~VfW~~ l 0 l (i(H) 1 i)i)i) 10,000,000 

i 0' 000 ~ 00(1 10 1 (1 '(1;)0, (!00 

(\ (! 

151000 t 00::) i5 1 (i(H) i 5, 000 1 0(r0 

!t,!23,%C (2 )24,361),96;:' (3 ) 12,32(>,7)0 

56' 341 J 00·:) ~L \~·R <i~J1 
\, . 1 ·~· """'"' i 1 :..: ••• 

t:,p .d. t c; 1\{· 
~-· 'j l .&- \.o"' l '..J'o' 

5t)!)' 0 (t 50~), 0(H) soo! 00(., 

\7 iO~ ~·'J\ 
.... j '.I. ''..:' ~ ... -~ D.(J \\;·~ Q~O 

• '•' ~ '•' 1 I ' ! .. I 28,798~071 

37~e16~2~~· 8•i9~9:·j :s,,:~Blc~·l 

$103,377,742 $!151402,908 $107~471,07~ 

9.(!8% 

4. 741: 

1.30X 

9.30! 

0.001. 

13,96% 

7. t)5'l. 

54.351. 

1\47% 

~~.1(<~ 

36. Sij: 

$292 ~ '163 

$if 325 ~ t)(;{; 

t 1 J:'7"1 
..... i ~ . .;:._; 

$·2, 224 

$(1 

~1,996;96(~ 

$7,552 t :·62 

.;·~:; 
" ~·w ~ 

5c,11•),:·=b 

l-6.145 c.S·::· 

100.001 $13,728 

~vE~sge cost 
Rate I 2f capi:al 

= ·=~! 
.... ' ~ : ..I-~ 

,;o -::•, 
l .j' .,;;...;h 

14,3:X 

13.62l 

l4183j; 

l1)~ ~C·j~ 

12.98,: 

7 :)Of. 

~S: 75~~ 

:. b4!. 

0~ 

~)~ :'-r:~ 

I 23~; 

11 :,3:* 

(i. (!{''!. 

:,~)7~~ 

1. ;<; 

t I ! t:: ·~ 

tJ::~. 

:::: ,· -.t 

-.I • C<' "'~ 

= -- ~ 

12, ~e~:, 

============== ============== ============== =======:==================- ======================= 



WEST KOOTENAY POWER AND LIGHT COMPANY, LIMITED 

Notes to v 

1. Beginning balance of $9,340,519, add 52% of 
$2,747,832 (Schedu III) x 7/12 

2. Short Term Debt 

Forecast per Applicant (Exhibit 1, Tab 9, Page 1) 
with proposed Series C tr as short-term $ 23,746,000 

Add - de rred tax not accrued Aug to Dec, 1984 595,363 

Less - Rate Base Adjustments (Schedule I) ( 171,901) 

Add - Dif renee between net earnings per 
Applicat on and per Decision 
($6,337,194 - $6,145,696) 19~~98 

TOTAL $ 24t360,960 

3. Forecast per Applicant (Exhibit 1, Tab 9, Page 1) $ 1B,Ol3,250 

Add - 50% r tax, rate se and net 
earnings adjustments 307,480 



SCHEDULE VI 

WEST KOOTENAY POWER AND LIGHT COMPANY, LIMITED 
Income and Earned Return 

S~~ES (mWhl 

Requested avg. ~ills/kWh 

X rate in:rease 

Ele:tricity revenue 
' 

E~isting ~vg. 26.9 ~ill 
Dis~ounts ~ interest 
uReve~ue 1~fi:i!ncyu 

Miscella~ecus reve~ue 

'TOTAL REV~~~E PEGU:?,E~HT 

OPERATIN3 CJSTS 
Pcl'ler pur:nased 
W~eeling 

Rents 

Deferred 
Per Application Applicant's 
(Ex.!,T6,P2) Adjustments 

-------------- -------------
2,038,900 
========= 

28.8 

7.3, 

$54,770,829 
529,070 

4,036,892 
i43,234 

60 I ()S(l! !)25 

12,042,000 
781 (li)0 

200,905 

!79, !OOi 
========= 

U1 1736,'a60l 
(8,070i 
11 66A 

(1,743! 266) 

!2,385,250) 
626,000 

Operating ~ ~airt~nance: 

-Uncolle:ti~l: :::ou~ts 245,000 
362,596 
199,326 
~57,896 

-Leased vehicle rentals 
-!nsura~ce 

-Rate case expense 
-Rent~l tf h~ad Jf~ic? 
-Srcs: payroll~~c~er:a: 

Total G ~ M 
WatE-r fE:e~ 

Municipal & ether taxes 
Depreciation 
A~ortizatio[ 

TOTAL OPERAT!NS CDE-S 

Earnings fro:: r·r ·-:r:: 4-., r-:!""::: 
'-!(''-" ww~•·n'""' 

Jtri~r ir::or:= 
:~~~~ n; ~~~r "- ~~~nc .......... ...,. , ...................... . 

191,267 
13,062,730 (103,000) 

14,518,815 {103,0~)0} 

5,229,622 
4,510,819 
3,514,710 83 t 184 

38t461 

4(1
' 133' 332 (! ,779,06!:.) 

19,946,693 35,ac:; 

455,993 
t ?1 lj1 0 .. .... ~ .. ' 

Ar:ended 
!Ex. 91 l 

-------------
1,959,800 
========= 

29.1 

7.5?: 

$53,033,969 
5211 ()()() 

4,038,556 
743,234 

58,3H,'59 

9,656,750 
704,000 
200,905 

245,000 
362,596 
199,326 
4~7,816 

19!,267 
12,959,730 

14,415,81~ 
" 'i~·Q J..'i') loot ..... ,, .... _ ... 

4,510,819 
:,597,894 

"(;';HI ........ ' ; .., . 
3E,354,2t6 

19~~52,~~·3 

4:5,9~·: 

121,219 

Co~mission adjustr:ent 
Adjust~ents i 

========= 
-1.0 

-3.Bi: 

0 
($2,053,477! 

0 

(2 1(•53,A77i 

(520,0(!0) 

\8~13331 

(489,502) 

(575,835) 

m,OOOl 
(140,216~ 

186,125 

(1 1?~ Q'j~i , ... , ........ , ...... , 

\924,551} 

(! ~"4' 345} 

{1} 

''i' .... , 
{3} 

,., 
\..,l 

{5: 
ze: 

~ "'! ~, 
', l.i 

-------------- -------------- -------------- --------------
Ear~i~gs ~Ef0re i~~e~est 

ant: taxes 
!NCONE TAE:: 

EAFt~ED P.ETU~:f1 

~T!L!T\ R~TE EASE 
;£T~RN 0~ R~TE EPS~ 

20,523, ~·o:. 35, E:-)i) 
7 ,(186,586 25 t 82~· 

$13,437.319 $9,974 

2·),559,7')5 
~ ,11:~412 

$13,4!7,293 

ll, i1S',3961 
(6~(1,3351 ~~ED. !1! 

($429,061) 
============== ============== ============== ============== 

t104,::7l,299 
12.84% 

----------------------------

I$1Bt,64!1 il04,484,658 
12.87~ 

----------------------------

(~17l.q(!) s:r;EL 
-0.39! 5SHED. Y 

Adjusted 
Balance 

------------
1 '959,800 
========= 

2B.l 

- j"{ J ..... 

$53,1)33,969 
521, !j('\) 

1,99510H 
743,234 

56,2E3,2S2 

c,!36,!50 
704,•>}0 
2(lt-' 9(~5 

2.!5,(100 
3C2,59C 
!99,~21.: 

S7l,~~3 
1Q1 'j/..7 
•f•f ... WZ 

12,47{i,228 

!3,S3;·,9EO 
~ ,,~ '"' ---~ ...... :- .~- ... 
4,431.819 
'\ :.r:: 1.. ;: . 
.... ' ' ... ,--~ .... 

?'it. C:·:!'-.. ..... , _ _.w 

37 '2~5' 34!) 

1 ~·,·)51, S42 

~·~ 1 ~ ;.Q .... :.. • t. w 

12~ ,21 :;-

1'" ,4~0,309 
t,'22~-.~~17 

tt3,(:1B,232 
============-== 
t1(14,31~', ~:7 

12 • .! 31~ 
============== 



SCHEDULE VII 

WEST KOOTENAY POWER AND LIGHT COMPANY, LIMITED 

Calculation of Income Tax on Utility Income 
Deferred Tax Case 

tarnlngs bef. i~ter~st and inco~e taxes 

[:educt: 
~~o~t2:at1sG of dEferred credits 

Interest on debt (or rate tas~} 

Arortizaticn on tlants 2,3, and 4 
n2t claimajle for income tax purposes 

I1c~!? for tax ~urposes 

reGuct: net tiPirg j~ffere~:es A 

~A):~2:LE ~N·.=.o~.E f 

Per ication Applicant's 
~Ex.!, T2,P3) Adjust'!ients 

$20,523,905 $~.5,800 

224,744 

7,302,655 (13,022) 

12,9'?6,506 48,522 

399,686 

13~3S~6, 192 48,E22 

2,960,9lo' 

$10,435,276 $48 

Aml?nd::;ti 
iEx. 911 

$20,559,705 

224,744 

7,289,633 

13! (145 f 328 

3'19! 6&6 

~ 3 ' 44 5 ! l.) 14 

!2,96:),9!6) 

$10\ ~94 1 i)Cf8 

C~nJrr.i ssi Dn 

Adju~tments 

($1,119,396) 

(~238 

($381, 

! 
l 

1213,561) 

1 {lqll Q,£. 7\ 
4 f '• ' I l V.,' ' 

·fi-:; 

($881!783) 
============== ============== ============== ============== 

adjustment 
ji 

{1} 

(1'''.:1 

\i.J 

,..,.'; 
cJl 

De7erred ta~ pro\lsion A*52.9X 11566r325 1 '5&t~~32: \137 ,~S,2} {5} 52:r~ 

~urre~t tax on B*52l9% 5,520,261 25 '~327 5.546 S52:88~~ ;:5} 52% 

FX ::;}V!Sl 17, o~36, 586 $25~82? $7,1~2,412 ~3:) 

============== ============== ============== ========~===== 

Balance 

$19 

,,., 
'' .. , 

,30'? 

224,744 

£:'J·"'!l 
,...!"7~ 

18~.125 

!2!35':,', ~~7 

':• 7.!.7 .... ,; .. 

$9 1 o02,~:: 
::::::.::.:::::::;:-:::.:: 

1,428,873 

ii {J~\ ·~·{\~ 
' ' ' ' . .. ~· 

!b~422l~; 
::::.:::.::::::::.::::::::=== 



334 
335 

-,- ''! 

"' -- - -· '--'; 

::::st 

>Q 
'' l 

a-:c, 

1! 

cost 

$243,577 
$225,5:6 

5, 
1 j lt:4 t64~ 

2601264 
5J95,343 

126 

25 

5) 

25 

>4,372 
H,7~8 

~C7 'tiC 
;J~·J u-..o 

254-,:27 
25 2\:i5tC'22 (:::+~55,) 1 

4,372 283 

':6 '534! 
\111381! 

2,886 
1[4, 

57 f29(i 

5. 64 

4. JZ 

!.2~ 



** 

WEST ROOTENAY POWER AND LIGHT COMPANY, LIMITED 

Determination of Remaining Useful Life for Plants 2, 3 and 4 
Using Acres 1978 Report Tables B-l to B-3 

Remaining Life by Value (RLV) 



RATE ADJUSTMENTS 

nt Rates Effective Janua 1984 

Existing permanent electricity sales revenue 
(Schedu II) 

Discounts and Interest (Schedule (II) 

Firm Sales Revenue 

Revenue Deficiency (Schedule VI) 

Increase Required 

nt Rates 1984 

Firm Sales Revenue at December 31, 1983 
rates as above 

Add approved interim at 7.3% 

Firm and Interim Revenues at 
July 31, 1984 ates 

Approved Revenue per Schedule III 

($53,033,969 + $521,0 0 - $991,739) -

Rate reduction required on firm and interim 
rates at August 1, 1984 

APPENDIX 

$53,033,969 

521,000 

$53,5_?4,969 

$ 1,9~5,079 

3.71% 

$53,554,969 

~513 

$571464,482 

l52,563,230 

8.53% 




