BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-158-14

SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, BC V6Z2N3 CANADA
web site: http://www.bcuc.com

TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473

and

Kyuquot Power Ltd.
Application for Amendments to Revenue Requirements along with Certain Rate Matters

BEFORE: L.F. Kelsey, Commissioner
H.G. Harowitz, Commissioner
K.A. Keilty, Commissioner
N.E. MacMurchy, Commissioner October9, 2014
I.F. MacPhail, Commissioner
C. van Wermeskerken, Commissioner

ORDER
WHEREAS:

A. On April 28, 2014, Kyuquot Power Ltd. (KPL) filed an application pursuant to section 58 of the Utilities
Commission Act (Act) foramendments toits Revenue Requirements along with Certain Rate Matters
(Application);

B. Inorderfor KPLto achieve a fairreturn on common equity (ROE) forfiscal 2015 that approachesthe 9.50
percentapproved by Order G-105-13, the Application seeks, among otherthings, amendments to Rate
Schedules 1101 and 1102 whereby anincrease to customer energy tariff rates are sought upon
commencement of the Houpsitas billing services;

C. KPLhasindicatedthatthe most significantreasons for requestingamendments to the rate schedulesare:

(1) increasesinthe electricityrates charged by British Columbia Hydro and Power Authority, and

(2) commencementof the Houpsitas billing services;

D. TheApplicationrequestsapproval toinclude a one percent depreciation of the powerline asset (including
Contribution in Aid of Construction);
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E. The Applicationrequestsapproval toinclude the amortization of the cost orrenewal of the 20 year License
of Occupancy lease (Lease Asset)on astraight-line basis over 20 years. The amortization of the Leased Asset
accrued priorto July 1, 2012 commencesJuly 1,2012. The amortization of the Leased Assetaccrued after

July 1, 2012 will commence July 1,2013. The amortization of the Leased Asset would end on the lease end
date of March 31, 2031;

F. The Applicationalsorequestsapproval pursuantto section 50(3) of the Act, foramendmentstoaloan
agreement with Canadian Western Bank (CWB);

G. British Columbia Utilities Commission (Commission) Order G-92-14 made the current ratesinterim effective
July 1, 2014 and established adeadlineforthe registration of interveners and interested parties. No
interveners orinterested parties registered; and

H. The Commissionreviewed the Application along with the supporting material and determines that
permanentrates should be established.

NOW THEREFORE pursuantto sections 58 to 61 of the Utilities Commission Act, the British Columbia Utilities
Commission orders as follows:

1. TheRate Base and Revenue Requirements forthe Test Year endingJune 30, 2015 for Kyuquot Power Ltd.
(KPL) are approved as filed.

2. The Commission accepts the inclusion of Application costs in Rate Base, and the amortization of these costs
on a straightline basis at a rate of 25 percent perannum commencingJuly 1, 2014.

3. The Commission accepts the amortization of the Lease Assetin costs. The amount of amortization should be
calculated on a straight-line basis over 20 years. The amortization of the Leased Assetaccrued priorto
July 1, 2012 commences July 1,2012. The amortization of the Leased Assetaccrued afterJuly 1, 2012 will
commenceJuly 1,2013. The amortization of the Leased Asset would end on the lease end date of March 31,
2031.

4. The Commission acceptsarate of depreciation as one (1) percent of the powerline asset on astraightline
basis effectivefromJuly 1, 2014.

5. Therevised Rate Schedules 1101 and 1102, amended to allow foran energy tariff increase of $0.006 per
Kwh to be effective at the time of commencement of Houpsitas billing services, are approved.

6. KPLisgrantedthe optionto re-applyforanamendedrevenuerequirement before the end of the Test Year if
the situation arises where KPL’s largest commercial customer dramatically reduces its energy consumption.

7. Theamendmentstothe loanagreementbetween KPLand Canadian Western Bank are approved.
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8. The Commission confirmsthat KPLis approved fora debtto equity ratio of 60/40 with a risk premium of 75
basis points above the low-risk benchmark utility, which currently resultsin aROE of 9.5 percentfor2014.
The Commission also confirms that KPL’'s debtis comprised of intercompany and third party loans that are
subjecttoa fixed bankinterest rate and, whichincludes an additional amount of 0.5 percent forthe loan
guarantee of Synex Energy Resources Ltd.

9. KPListoinformall affected customers of the approval of the Application by way of a customer notice.

DATED at the City of Vancouver, inthe Province of British Columbia, this  Ninth day of October2014.
BY ORDER
Original signed by:

L.F. Kelsey
Commissioner
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