BRITISH COLUMBIA
UTILITIES COMMISSION
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NUMBER G-109-11A

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

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

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

and

An Application by FortisBC Energy (Vancouver Island) Inc.
(formerly Terasen (Vancouver Island) Inc.)
and Mt. Hayes (GP) Ltd. as General Partner on behalf of Mt. Hayes Storage Limited Partnership
for Approvals to Allow the Chemainus Indian Band and Cowichan Tribes
to Acquire an Ownership Interest in the Liquefied Natural Gas Storage Facility
located at Mt. Hayes, near Ladysmith, British Columbia

BEFORE: N.E. MacMurchy, Commissioner June 28, 2011
ORDER
WHEREAS:

A. OnlJanuary11, 2011 FortisBCEnergy (Vancouverlsland)Inc. (FEVI) (formerly Terasen (Vancouver Island)
Inc.) and Mt. Hayes (GP) Ltd., as general partneron behalf of Mt. Hayes Storage Limited Partnership (Mt.
Hayes LP) submitted an application (the Application) to the British Columbia Utilities Commission (BCUC or
Commission)forapprovals underthe Utilities Commission Act (the Act) to allow the Chemainus Indian Band
(Chemainus)and Cowichan Tribes (Cowichan) to acquire an ownershipinterestin the Liquefied Natural Gas
Storage Facility (LNG Storage Facility) located at Mt. Hayes, near Ladysmith, British Columbia;

B. The LNG Storage Facilityisowned by FEVIandis expectedto beinservice in April 2011;
C. Under the Application:
e Beneficialownership of the LNG Storage Facility will be transferred effective January 1, 2012 to Mt.

Hayes LP at the netbook value of the assets comprising the LNG Storage Facility;

e FEVIwillowna minimum of 85 percent of the limited partnership units of Mt. Hayes LP and the
Chemainus and Cowichan owning, collectively, amaximum of 15 percent of the limited partnership units
of Mt. Hayes LP; and

e The LNG Storage Facility will be leased back to FEVIand operated by FEVI;

D. Theappliedforcapital structure of Mt. Hayes LP is the same as the capital structure of FEVI allowed forrate-
setting purposes;
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FEVIwould make an initial loan to Mt. Hayes LP equal to 60 percent of the capital structure of Mt. Hayes LP
and would make loans, asrequired to Mt. Hayes LP arising from future capital expenditures onthe LNG
Storage Facility orfrom changesin the capital structure of Mt. Hayes LP due to changesin the capital
structure of FEVI;

Section 7.2.1(3)(a) of Commission Order G-116-05 orders that no Fortis Utility (formerly Terasen Utility) will
lendto, guarantee or financially support any affiliates of the Fortis Utilities (formerly Terasen Utilities) unless
accepted by the Commission;

The Applicationincludes:

e aloan agreementunderwhich FEVIwill lend Mt. Hayes LP the initial debt portion of the capital structure
of Mt. Hayes LP (the Loan Agreement);

e ademand promissory note (the Grid Promissory Note) underwhich FEVIwill lend Mt Hayes LP funds for
future capital expenditures on the LNG Storage Facility and if there is a change in the capital structure of
Mt. Hayes LP arising from a change in the capital structure of FEVI;and

e ageneral security agreement (the Security Agreement) by which Mt. Hayes LP will provide FEVI with
security forthe amountloaned to Mt. Hayes LP underthe Loan Agreement;

The Applicationincludes a 40 year facility lease (the Facility Lease ) under which FEVI leases the LNG Storage
Facility from Mt. Hayes LP;

The Mt. Hayes LP limited partnership agreement (the Partnership Agreement)was filed on a confidential
basis with the BCUC as part of the Application. The number of limited partnership units in Mt. Hayes LP
owned by FEVI may increase if other of the limited partnersfailstofund its obligation to Mt. Hayes LP, and
at the end of the Facility Lease FEVI may acquire all the limited partne rship units of Mt. Hayes LP;

At the termination of the Facility Lease FEVI will acquire beneficial ownership of the LNG Storage Facility,
eitherthrough a purchase of the LNG Storage Facility assets from Mt. Hayes LP or an acquisition of the
limited partnership units in Mt. Hayes LP of the other limited partners;

Under the Application the future rates of FEVI are determined on the basis that the revenue requirements of
FEVIbe established with the LNG Storage Facility in rate base atits depreciated value, with the LNG Storage
Facility assets being subject to normal depreciation and earninganormal return on rate base. Theloans
from FEVI to Mt. Hayes LP, the interest payments on those loans, the repayments of principal onthose
loans, the rent paymentsfrom FEVIto Mt. Hayes LP underthe Facility Lease, the distributions from Mt.
Hayes LP to its partners and any tax paid on those distributions are to be accounted foras non-utility
transactions;
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L. IntheApplicationtheinitial depreciationrates to be used by Mt. Hayes LP forthe assets comprisingthe
LNG Storage Facility are setat rates equal to FEVI’sdepreciation rates forsimilarassets as set out inthe
settlementagreement of FEVI’s 2010 and 2011 revenue requirements, as approved pursuantto Commission
Order G-140-09;

M. Commission Order G-7-11established aregulatory timetable for review of the Application;

N. The Commission hasreviewed the Application and concludesthatthe Applicationisinthe publicinterest
and should be approved.

NOW THEREFORE pursuantsections 50, 52, 54, 61 and 71 of the Utilities Commission Act the Commission orders
as follows:

1. Thedisposition by FEVIofthe LNG Storage Facility as applied for to Mt. Hayes and encumbrances of the
lands on which the LNG Storage Facility is located, with a statutory right-of-way in favour of Mt. Hayes LP is
approved.

2. Theloan byFEVIto Mt. Hayes LP undera loan agreement substantially in the form of the Loan Agreement
filed with the Application, by which Mt. Hayes LP borrows from FEVI the initial debt portion of the capital
structure of Mt. Hayes LP and any future loans by FEVIto Mt. Hayes LP pursuantto a demand promissory
note substantially in the form of the Grid Promissory Note filed with the Application are accepted by the
Commissionas required by Section 7.2.1(3)(a) of Commission Order G-116-05.

3. Copiesofallloan agreements (including demand promissory notes) are to be filed with the Commission no
laterthan 30 days following their execution.

4. FEVlenteringintoafacility lease with Mt. Hayes LP substantially in the form of the Facility Lease filed with
the Application by which FEVI will lease the LNG Storage Facility is approved. Copies of the Facility Lease are
to be filed with the Commission with 30days of its execution.

5. The future rates of FEVI are to be determined on the basis that the revenue requirements of FEVI be
established with the LNG Storage Facility in rate base at its depreciated value, with the LNG Storage Facility
assets beingsubjectto normal depreciation and earning anormal return on rate base.

6. Theloansfrom FEVIto Mt. Hayes LP, the interest payments on those loans, the repayments of principal on
those loans, the rent payments from TGVI to Mt. Hayes LP underthe Facility Lease, distributions fro m Mt.
Hayes LP to its partners and any taxes paid on those distributions are to be accounted foras non-utility
transactions.

7. Afacility lease between Mt. Hayes LP and FEVI substantially in the form of the Facility Lease filed with the
Applicationisapproved asthe rate that Mt. Hayes LP will charge TGVI.
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8. Theissuance of security by Mt. Hayes LP, consisting of documents substantially in the form of (i) the Loan
Agreement, (ii) the Grid Promissory Note, and (iii) the Security Agreement filed with the Application, and any
loansto Mt. Hayes LP from FEVI underthose arrangements, are approved.

9. Theissuance of partnership units by Mt. Hayes LP to its partners, to reflect contributions to the partnership
whenthe LNG Storage Facility is transferred to Mt. Hayes LP and to reflect future capital contributions to

Mt. Hayes LP for capital expenditures orforan increase in the equity component of Mt. Hayes LP in
consequence of anincrease inthe equity componentof FEVIis approved.

10. The variation by Mt. Hayes LP of the ownership interests of its partnersin accordance with the Partnership
Agreement, and attermination of the lease of the LNG Storage Facility, isapproved. All changesinthe
ownershipinterestsin Mt. Hayes LP are to be reported within 30days of theircominginto effect.

11. Theinitial depreciation ratesto be used by Mt. Hayes LP forthe assets comprising the LNG Storage Facility
are setat rates equal to FEVI’s depreciation rates for similar assets as approved pursuant to Commission
Order G-140-09.

12. The future disposition of the LNG Storage Facility by Mt. Hayes LP to FEVIunderthe termsset outin the

Facility Lease at the termination of the lease is approved.

DATED at the City of Vancouver, in the Province of British Columbia, this 7" day of July 2011.
BY ORDER
Original signed by:

N.E. MacMurchy
Commissioner

Attachment

Orders/G-109-11_FEVI Mt. Hayes LNG Sale to First Nations-Reasons
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IN THE MATTER OF

FORTISBC ENERGY (VANCOUVER ISLAND) INC.
MT. HAYES (GP) LTD. AS GENERAL PARTNER ON BEHALF OF
MT. HAYES STORAGE LIMITED PARTNERSHIP

CHEMAINUS INDIAN BAND AND COWICHAN TRIBES

ACQUISITION OF OWNERSHIP INTEREST IN THE

MT. HAYES LIQUEFIED NATURAL GAS STORAGE FACILITY

REASONS FOR DECISION

June 28, 2011

BEFORE:

N.E. MacMurchy, Commissioner

FEVI/Mt. Hayes LNG Sale to First Nations



TABLE OF CONTENTS

1.0 EXECUTIVE SUMMARY

2.0 INTRODUCTION

2.1

2.2

2.3

Background
The Application and Relief Sought

The Written Hearing Process

3.0 Project Impact on FEVI Ratepayers

3.1

3.2

3.3

3.4

APPENDIX 1

Effects of Restructuring
Views of the Intervener
Partnership Tax Expenditures

Commission Determinations

APPENDIX A
to Order G-109-11A
Page2 of7

Page No.

FEVI/Mt. Hayes LNG Sale to First Nations



APPENDIX A
to Order G-109-11A
Page3 of7

1.0 EXECUTIVE SUMMARY

On January 11, 2011, Terasen Gas (VancouverIsland) Inc., now FortisBC Energy (Vancouver Island) Inc. (FEVI)*
and Mt. Hayes (GP) Ltd. on behalf of Mt. Hayes Limited Partnership (collectively, the Applicants) applied for
approvals underthe Utilities Commission Act to restructure the holdings of the Mt. Hayes Liquefied Natural Gas
(LNG) storage facility (the LNG Storage Facility) currently under construction in Ladysmith, British Columbiain
orderto provide the Chemainus First Nation and the Cowichan Tribes (collectively, the First Nations) with the
opportunity toacquire a 15% ownershipinterestinthe LNG Storage Facility effectiveJanuary 1, 2012
(ExhibitB-1, p. 1).

The Application seeks various approvals and otherrelief toallow forthe asset transfer, refinancing and
amortization underanewly formed partnership structure that would become a regulated utility and fall under
the operation and control of FEVI. This new partnership will then lease the Mt. Hayes facility back to FEVI. The
Applicationindicates thatimpacttothe ratepayers will be minimal; operations would remain unchanged and
the onlyfinancial impact would be a minor tax timing diffe rence resulting from asset amortization. FEVI
indicates thattax timing difference will net out overtime (Exhibit B-1, pp. 1-6).

The sole Intervenerinthe proceeding, British Columbia Old Age Pensioners’ Organization et al. (BCOAPO),
supportsthe approval of the Application (BCOAPO Final Submissions).

In this Decision, the British Columbia Utilities Commission (Commission) approves the Application, subject tothe
termsand conditions. Order G-109-11 and this Decision set out the terms and conditions of the approval which
the Commission Panel has determined are necessary to preservethe publicinterest.

2.0 INTRODUCTION
2.1 Background

FEVIis a wholly-owned subsidiary of FortisBC Holdings Inc. (formerly Terasen Inc.). FEVIownsand operatesthe
natural gas transmission pipeline fromthe Greater Vancouver area across the Georgia Strait to Vancouverlsland
alongthe Sunshine Coast. FEVIprovides gas transportation service to six pulp mills and a gas-fired generation
facility connected toits system. FEVIservesabout 99,000 residential, commercialand industrial customersin
more than 40 communities on Vancouverlsland and the Sunshine Coast area (Terasen Gas (Vancouverlsland)
Inc. Victoria Regional Operations Center CPCN Application, p. 5).

In November 2007 FEVI obtained a Certificate of Public Convenience and Necessity (CPCN) from the Commission
to construct and operate a LNG storage facility at Mt. Hayes, near Ladysmith, British Columbia. The LNG Storage
Facility consists of a 1.5 Bcf storage tank, liquefaction and vapourization equipmentand a control centre.
Construction was scheduled to be completed in April 2011 at which time the Applicants expected the LNG
Storage Facility to be placedin service (Exhibit B-1, p. 2).

While the Application refers to Terasen Gas (Vancouver Island) Inc. or TGVI, the Decision hereafter useseither FortisBCEnergy
(Vancouverlsland) Inc. or FEVI.

FEVI/Mt. Hayes LNG Sale to First Nations
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FEVIcreated a newly formed limited partnership, Mt. Hayes LP, forthe sole purpose of providing the Chemainus
Indian Band (Chemainus) and the Cowichan Tribes (Cowichan) with the opportunity to acquire aninterestin the
LNG Storage Facility. Mt. Hayes (GP) Ltd. isthe general partner of Mt. Hayes LP and is owned and controlled by

FEVI (Exhibit B-1, pp. 2-3).

2.2 The Application and Relief Sought

OnJanuary 11, 2011, FEVIand Mt. Hayes (GP) Ltd. on behalf of Mt Hayes Limited Partnership (collectively, the
Applicants) applied for the approvals and otherrelief necessary underthe Utilities Commission Act to allow
Chemainus and Cowichan the opportunity to acquire an ownershipinterestinthe LNG Storage Facility then
under construction near Ladysmith, British Columbia.

If approved, the Application would allow:

e Chemainustoacquire upto a 7.5 percentinterestinthe LNG Storage Facility;
e Cowichantoacquire uptoa 7.5 percentinterestinthe LNG Storage Facility; and

e FEVIto maintaina minimum 85 percentinterestinthe LNGStorage Facility (Exhibit B-1, p. 2).

FEVIstates that if Chemainus or Cowichan, or both, participate in Mt. Hayes LP then effectiveJanuary 1, 2012,
Mt. Hayes LP will acquire beneficial ownership of the LNG Storage Facility from FEVI. FEVInotesthatlegal title
of theland on whichthe LNG Storage Facility is located will remainin the name of FEVI, and FEVI will grant a
statutory right-of-way to Mt. Hayes LP over the lands necessary forthe LNG Storage Facility. FEVIstatesthatthe
price of the LNG Storage Facility to be paid by Mt. Hayes LP will be the directand indirect project costs of the
assets comprising the LNG Storage Facility, less depreciationincurred by FEVI up to the date of transfer, all
determined asof January 1, 2012. FEVIwill provide financing to Mt. Hayes LP to facilitate the transaction
(ExhibitB-1, p. 3).

Coincident with Mt. Hayes LP acquiring the LNG storage facility, FEVI states that Mt. Hayes LP will enterintoa
40-year lease with FEVI, by which FEVI will leaseand acquire the rightto operate, the LNG Storage Facility
(ExhibitB-1, pp. 2-3).

At the end of the lease FEVIwill re-acquire the LNG Storage Facility either by FEVI purchasing the assets from
Mt. Hayes LP, or by FEVI acquiring the partnership interests of Chemainusand Cowichanin Mt. Hayes LP. FEVI
notes that Chemainus and Cowichan have an optiontosell all of their partnership unitsto FEVI, thereby
removing them from participationin Mt. Hayes LP (Exhibit B-1, pp. 5-6). FEVIstatesthat the price it would pay
is:

e Duringthe first 20 years of the LNG Storage Facility Lease (January 1, 2012 to December 31, 2031), the
netbookvalue of the LNG Storage Facility assets (cost, less depreciation, less debt of Mt. Hayes LP); or

o AfterDecember31,2031, the lesserof the value of the LNG Storage Facility assets allowed by the
Commission for rate-making purposes and the value upon which afair return on equity can be earned.
(ExhibitB-1, pp. 16-17)

FEVI has also observed thatthe LNG Storage Facility site has the potential toaccommodate asecond LNG
storage tank with associated liquefaction and vapourization equipment (Exhibit B-1, p. 4).

FEVI/Mt. Hayes LNG Sale to First Nations
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FEVIstates that the Application only applies to the LNG Storage Facility under construction at the time of the
filing of the Application and the land on which that storage facility is located. If FEVIsubsequently determines
that proceeding with asecond LNGstorage tank isin the publicinterest, it willat that time consider whether or
not to develop the tankin conjunction with Mt. Hayes LP. FEVI highlights that the arrangements between FEVI
and Mt. Hayes LP include an obligation on Mt. Hayes LP to fully cooperate in the development of asecond LNG
tank and associated equipment by FEVI, and the integration of equipment and systems, if asecond LNG tank s
built (Exhibit B-1, p. 4).

The Applicants seek various approvals and other relief from the Commission to facilitate this asset transferand
leaseback. The approvalsand otherreliefare includedin Appendix 1to this Decision.

2.3 The Written Hearing Process

On January 18, 2011, the Commissionissued Order G-7-11 establishinga Written PublicHearing Processand a
Regulatory Timetableforreviewof the Application. The Regulatory Timetable allowed for Information Requests
and Responses, Written Submissions from Interveners and Final Argument by FEVI and Mt. Hayes (GP) Ltd. The
Commissionissued both publicand confidential Information Requests on January 28, 2001. The BCOAPO
registered as an Intervenerand subsequently issued Intervener Information Requests on February 7,2011. FEVI
and Mt. Hayes (GP) Ltd. responded to the Commission and BCOAPO Information Requests on February 21, 2011.
On March 9, 2011, FEVIand Mt. Hayes (GP) Ltd. filed their Final Written Submissions. On March 24, 2011,
BCOAPO filedits Final Written Submissionand on April 5, 2011, the Applicants filed theirReply. On April 29,
2011, the Commissionissued afurther Information Request-Clarification from both the Company and
Interveners. FEVIresponded to thatrequeston May 13, 2011. Noresponse was received from BCOAPO.

3.0 PROJECT IMPACT ON FEVI RATEPAYERS
3.1 Effects of Restructuring

FEVIstates that this Application has been structured to minimize the impact onits ratepayers. Underthe
Application, FEVI notes that the Mt. Hayes LNG facility will be transferred to a newly created regulated utility
partnership, Mt. Hayes LP if either First Nation group exercises its option to participate in ownership of the LNG
Storage Facility. FEVIstates thatit will lend Mt. Hayes LP funds to purchase the asset and will repay thisloan as
it leases back the LNG Storage Facility whileretaining full control of the assets and operations (Exhibit B-1, pp. 2-
4). FEVlindicatesthat Facility assets are to be transferred attheirnetbook values within FEVI’s records and
FEVIrequests approval toamortize the assets at rates approved within FEVI (Exhibit B-1, pp. 4, 6).

As such, FEVIindicates ratepayers will not notice any difference in the operations of the LNG Storage Facility
resulting fromthe transaction. Further, FEVIrequeststhatall new intercompany transactionsincludingloans,
interestand rentand related tax payments between the newly created Mt. Hayes LP and FEVI be treated as non -
utility transactions thus notimpacting customerrates (Exhibit B-1, p. 4).

The onlyimpact FEVIforesees (compared to the case where ownership remains entirely in FEVI’s hands)isa
timing difference fortax purposes. The Application states that this difference resultsinaminorrate increasein
FEVI'srevenue requirementsin 2012 and a small decrease thereafter (Exhibit B-1, p. 5).

FEVI/Mt. Hayes LNG Sale to First Nations
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FEVlindicatesthat this timing differenceimpact results fromthe tax effect of FEVIleasing the LNG Storage
Facility from Mt. Hayes LP. Special tax rules limitthe amount of Capital Cost Allowance (CCA) that Mt. Hayes LP
may deductina year to the amount of itsincome forthat year. FEVI notesthatif TGVI ownedthe LNG Storage
Facility, these special tax rules would not apply and, in 2012, some of the CCA in respect of the LNG storage
facility would be available to offset FEVI’sincome associated with the ownership and operation of other utility
assets. FEVIexpectsthatthiswill resultin higherincometaxesbeing payableby FEVIin2012. However, the
Applicationindicates thatthe unused CCAin 2012 will still be availablein future years as the total amount of
CCA available overthe life of the LNG storage facility will be the same whether or not Mt. Hayes LP leasesthe
facility to FEVI or FEVIowns the LNG storage facility directly. Asaresult, FEVIbelieves this will resultinlower
taxes being payable infuture years asthe unused CCA from 2012 is applied against taxable income. Therefore,
FEVIsubmits thatincremental costs, otherthan delaysin CCA, will notimpact customers. (ExhibitB-1, pp.5-6)

3.2 Views of the Intervener

BCOAPO supports the approval of the Application. It found the impact on FEVI ratepayers was minimal inthe
short termand neutral inthe longerterm. Inits supportitalsotook comfortinthe Commission continuingto
monitorthe implementation of the agreements as applied-for (BCOAPO Final Submissions).

3.3 Partnership Tax Expenditures

Due to the structuring of the divesture proposed within the Application, Mt. Hayes LP, the newly-formed
regulated utility, would not be directly taxed onanyincome it earns. Instead, income tax onthe Partnership’s
income would be paid by the partners, some of whom are not regulated utilities. Inthe Application, FEVIis
seeking recovery-through rates-of the assumed tax expenditures which are determined to be equal to the tax
rate of FEVI. However, if some partners are able to realize lower tax rates due to unique circumstances at the
ownership levelwhen taxes are paid, FEVI notes that this benefit may not be passed along to ratepayers. FEVI
assertsthis outcome isreasonable asthere is limited ability for the Utilities to assess actual tax expenses
incurred by partners who are not regulated utilities. Also, ratepayersare in no better or worse situation thaniif
FEVIretained full ownership of the Mt. Hayes Facility (BCUCIR 1.6.4).

BCOAPO made no submissions onthe Partnership tax expenditure issue.
3.4 Commission Determinations

Subjectto the comments on tax expenditures below as well as certain filing requirements set out in Order G-
109-11, the Commission finds that the Applicationis in the publicinterestand should be approved. The
Application provides benefit to the First Nations with only aminor CCA timingimpact on FEVI ratepayers.
Otherwise, ratepayers will be unaffected by the Application’s proposal. As such, the operations of the Mt. Hayes
Facility will continue unchanged and the services provided to FEVI’s ratepayers will not be impacted. Further,
the various transferand transaction structuring shall only occurif either of the First Nations chooses to
participate; the proposalsin this Application avoid unnecessary actions. The Commission Panel is satisfied that
FEVI has taken adequate stepstoinsulate the ratepayers from transaction risk during the operation and ultimate
reacquisition of full ownership of the Mt. Hayes Facility. To ensure ongoing Commission oversight of all impacts
and results, various reporting conditions have been made by the Commission Panel.

Section 71 of the Utilities Commission Act requires the Commission to consider certain criteriain determining if
the Applicationisinthe publicinterest. Asthis Application has noimpactonthe quantity ortype of energyto
be made available to FEVI, the Commission Panel finds that the relief sought by the Utilities has noimpacton
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FEVI’s long-term resource plan or FEVI customers. Also, there is no resulting change thatisinconsistent with
eitherBritish Columbia’s energy objectives or Clean Energy Act.

With regards to the tax expenditures, the Commission notes that at least 85 percent of income of the Mt. Hayes
LP will flow through to a regulated entity. Therefore, at least 85 percent of taxes paid on the partnership
allocations will occur within aregulated utility, making most tax forecasts and paymentrecords readily available
to both FEVI and the Commission. However, as actual taxes will be assessed atan ownership level, itis possible
that not all realized tax savings will be passed alongto ratepayers, possibly resultingin a higherreturn on equity
for ownersdue to unique tax planning.

As the forecast for most tax expenditures is sufficiently supported, the Commission will approve this Application,
but does not make any determination on the reasonableness of the total forecast of tax expenditures of Mt.
Hayes LP as determined within FEVI using the methodologies outlined in this Application. Also, thisapprovalis
unique in nature as such divesture transactions involving First Nations groups are rare and should not be
considered as a precedent forthe treatment of any partnership expensesin future proceedings before the
Commission.

In the future, if the Commission receives a complaint about the calculation of orthe resulting tax expenditures
as theyrelate to Mt. Hayes LP or determine onits own that the tax methodology or expendituresrequire a
review, Mt. Hayes LP will be required to address the matteratthat time. Further, any future adjustmentsto
FEVI’s Facility Lease payments resulting from a change in tax rates of the Mt. Hayes LP will require evidence be
filed with the Commission to supportthe reasonableness of that request.

Parts of the Application were filed on a confidential basis because of their commercially sensitive nature. The
request for confidentiality was unopposed. The Commission also asked a set of Confidential Information
Requests. Noobjection was taken to the use of Confidential Information Requests in this proceeding. The
Commission agrees thatthe information is commercially sensitive and will maintain the informationona
confidential basis.

FEVI/Mt. Hayes LNG Sale to First Nations
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RELIEF SOUGHT

FEVIappliesforthe following from the Commission:

1)

2)

3)

4)

5)

6)

Approval of the disposition of the LNG Storage Facility to Mt. Hayes LP; and approval to encumberthe
lands on which the LNG Storage Facility is located with a statutory right-of-way in favour of Mt. Hayes
LP, pursuantto section 52 of the Act.

Acceptance of the loan to Mt. Hayes LP underthe Loan Agreement by which Mt. Hayes LP borrows from
FEVIthe initial debt portion of the capital structure of Mt. Hayes LP, and acceptance of any future loans
to Mt. Hayes LP pursuantto the Grid Promissory Note, as required by Section 7.2.1(3)(a) of Commission
Order G-116-05.

Approval of the Facility Lease with Mt. Hayes LP by which FEVI will lease the LNG Storage Facility,
pursuantto section 71 of the Act.

Approval, pursuantto section 54 of the Act, of any increase in FEVI’s ownership interest of Mt. Hayes LP
inaccordance with the Partnership Agreement.

An order providing that the future rates of FEVI are to be determined on the basis thatthe revenue
requirements of FEVI be established with the LNG Storage Facilityin rate base at its depreciated value,
with the LNG Storage Facility assets being subject to normal depreciation and earninganormal return
on rate base.

An orderthat the loans from FEVIto Mt. Hayes LP, the interest payments onthose loans, the
repayments of principal on those loans, the rent payments from FEV | to Mt. Hayes LP under the Facility
Lease, the distributions from Mt. Hayes LP to its partners and any taxes paid on those distributions be
accounted foras non-utility transactions.

Mt. Hayes LP applies forthe following from the Commission:

1)

2)

3)

4)

Approval of the Facility Lease with FEVI as the rate that Mt. Hayes LP will charge, pursuantto section 61
of the Act.

Approval of (i) the Loan Agreement, (ii) the Grid Promissory Note, and (iii) the Security Agreement, and
(iv) anyloans from FEVI pursuant to those arrangements, pursuant to section 50 of the Act.

Approval, pursuant to section 50 of the Act, of the issuance of partnership unitstoits partners, to reflect
contributionstothe partnership when the LNG Storage Facility is transferred to Mt. Hayes LP and to
reflect future capital contributions to Mt. Hayes LP for capital expenditures orforanincrease in the
equity component of Mt. Hayes LP in consequence of anincrease in the equity component of FEVI.

Approval of the ability to vary the ownership interests of its partnersin accordance with the Partnership
Agreement, and potentially at termination of the Facility Lease, pursuant to section 54 of the Act.

FEVI/Mt. Hayes LNG Sale to First Nations
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5) Approval of initial depreciation rates forthe assets comprisingthe LNG Storage Facility equal to FEVI’s
depreciation ratesforsimilarassetsapprovedin FEVI's 2010 and 2011 Revenue Requirements.

6) Approval of future disposition of the LNG Storage Facility to FEVI as provided forin the Facility Lease,
pursuantto section 52 of the Act

FEVI/Mt. Hayes LNG Sale to First Nations
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