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Q. 2013 General Rate Application, Finance
What is the impact on the 2015 Test Year Revenue Requirement of the $100 million

equity contribution by Government in 2009?

A. As outlined in the Government’s June 17, 2009 press release on the matter, the

$100 million equity contribution was to assist in retiring debt. In order to estimate
the impact of the $100 million equity contribution on the 2015 Test Year Revenue
Requirement, the following assumptions were made:
e All other things equal, without the benefit of the equity contribution from
the Province, Hydro would have issued 30-year bonds totalling $100 million
(the “New Issue”) to assist in retiring existing debt *;
e The New Issue would have been priced to yield ~¥4.45%. This represents a
spread of 50 basis points over the average mid-market closing yield on the
30-year Government of Canada Benchmark issue in June of 2009, which was

3.95% (as assessed at www.bankofcanada.ca);

e Ignoring underwriters fees and the amortization of any discount or
premium, the annual cost of the June 2009 issue would be $4.45 million (i.e.
4.45% coupon times outstanding principal of $100 million);

e Asat December 31, 2014 and 2015, the total impact on retained earnings of
the additional borrowing costs would have been a reduction of $24.5 million
and $28.9 million respectively; and

e The June 2009 issue would not have been issued with a sinking fund.

Ytis acknowledged that Hydro would have had the option to do a ten-year issue at the time, which would
have had a maturity date on or around June 2019. However, given the maturity profile of the existing debt at
the time, 30-year issue would have been the prudent approach.
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Based on the above-noted assumptions, the accompanying attachment (PUB-NLH-

062 Attachment 1 (Revision 1)) estimates an increase of approximately $5.8 million
in the 2015 Test Year Revenue Requirement due to the $100 million equity

contribution.
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