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CONFIDENTIAL FEASIBILITY STUDY 
This Feasibility Study (the “Study”) has been prepared by Holmes Hydro Inc. (“HHI”) for the sole purpose of internal project 

evaluation. Delivery of this Study does not constitute an offer to sell or a solicitation of an offer to purchase securities under the 

securities laws of any jurisdiction, including the United States Securities Act of 1933, as amended, or any U.S. state securities 

laws, or a solicitation to enter into any other transaction. While the information herein is believed to be accurate, HHI expressly 

disclaims all liability for representations or warranties, expressed or implied, contained in, or for omissions from this Study or any 

other written or oral communication transmitted or made available to any party. Interested parties will be permitted to conduct 

their own due diligence prior to providing binding commitments and must rely solely on their own investigations and on 

representations, warranties or undertakings contained in any final agreements. 

 
 

CONFIDENTIALITY 
The information contained in this Study is submitted to parties on a confidential basis for use solely in connection with their 

consideration of the associated financing opportunity and is subject to the Confidentiality Agreement (“CA”) between HHI and the 

recipient. By its acceptance hereof, and in accordance with the executed CA, the recipient agrees that neither it nor any of its 

employees or advisors shall use the information for any purpose other than the evaluation of the opportunity, nor shall it divulge 

the information or distribute this Study to any other party, in whole or in part, at any time without the prior written consent of HHI. 

Upon request, the recipient will promptly return all material received from HHI (including this Study) without retaining any copy 

thereof. In furnishing this Study, HHI assumes no obligation to provide the recipient with any additional information. 

 
 

FUTURE ORIENTED FINANCIAL INFORMATION 
This Study includes certain financial estimates and projections provided by HHI with respect to its future performance. Such 

estimates and projections reflect various assumptions made by HHI concerning its anticipated results and actions, which 

assumptions may or may not prove to be correct. The actual results achieved during the projection period will vary from the 

projected results and such variations may be material. There is no representation, warranty or other assurance that any of the 

estimates, forecasts or projections will be realized. 

 
 

PROCEDURE 
Recipients of this Study should direct any questions or requests for additional information to the undersigned. HHI will arrange 

for appropriate due diligence by qualified potential investors, and will consider financing proposals only from potential investors 

who meet certain qualifications. HHI reserves the right at any time and without providing notice or reason, to (i) amend or 

terminate the process; (ii) decline to permit any interested party to participate in the process; (iii) terminate discussions with any 

and all interested parties; (iv) reject any and all proposals; or (v) negotiate with any party with respect to a financing involving 

HHI. 

 
Recipients who do not wish to pursue this matter are requested to return this Study to the undersigned at their earliest 

convenience. 
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Holmes Hydro Inc. 
11421 Alaska Rd. 

Fort St. John, BC, Canada V1J 6N2 
 
 
 
 
 

Ted Pickell 
Director 
Tel: (250) 785-8995 
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Business Development 
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All financial information included in this document is expressed in Canadian dollars unless otherwise noted. 
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1 Executive Summary 
Holmes Hydro (HHI) is a Canadian company committed to responsible development, management, and operation of 
energy infrastructure. The following feasibility study supports the company’s intent to construct ten run-of-river 
projects and associated power lines on the Holmes River starting 3 kilometers east of the village of McBride, British 
Columbia adjacent to Hwy 16. The plants range from 2 to 10 MW with an average total generating capacity of 31 
MW and a peak capacity of 73 MW. 

 
The project has completed all permitting and authorizations with the exception of Occupant Licences to Cut that will 
be obtained prior to commencement of construction. These include: BC Environmental Assessment Office review 
upheld by the BC Supreme Court, Transport Canada Navigable Waters Protection, Forest, Lands, and Natural 
Resource Operations lands tenures and water licences, and Fisheries and Oceans. 

 
McBride requires improved power reliability for the area and the opportunity for regional economic development of 
the McBride to Barriere corridor. In 2013 / 2014 HHI and BC Hydro negotiations included the completion of a draft 
Electricity Purchase Agreement (EPA); however, a combination of political pressure, coalition with other businesses 
and power generators in the area, and/or partnering with First Nations will be required in order for BC Hydro to 
reopen negotiations on all ten facilities. Otherwise, HHI will be limited by the Standing Offer Program at a total of 
15MW of power. (The current Standing Offer Program doesn’t contemplate a generating capacity greater than 15MW 
of power.) Alternatively, power from the project can be run east to Alberta, especially if marketed as green power, 
providing transmission to Alberta can be achieved. 

 

Extensive technical vetting is complete on all aspects of the project including design, environmental, geotechnical, 
production, transmission, and constructability. Typicals are included and further reports and documentation are 
available on request. The project is shovel ready. 

 

Project capex is $193.4M including 15% construction contingency. Total annual operating costs are $2.3M. With 
60:40 debt to equity ratio, the project returns an NPV of $77M and pre tax IRR of 6.7% over a 30 year operating life. 
This does not contemplate the value of carbon credits this project generates. 

 
HHI is fully designed, permitted, and is shovel ready. The project offers a significant opportunity for a partner with 
expertise in the areas of green infrastructure financing, financing businesses with First Nations ownership and/or 
partnership, and with the positioning to influence BC Hydro policy regarding run-of-river clustering. 
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2 Project Description 
This following study examines feasibility of the Holmes Hydro Project 
from a market, technical, and financial perspective and concludes with 
associated findings and recommendations. 

 

Holmes Hydro (HHI) is a Canadian company committed to responsible 
development, management, and operation of energy infrastructure. 
The following feasibility study supports the company’s intent to 
construct ten run-of-river projects on Holmes River near McBride, 
British Columbia. 

 
HHI consists of ten run-of-river hydroelectric facilities on 
tributaries to the Holmes River located approximately 30 kilometers 
east of the village of McBride, British Columbia. The plants range 
from 2 to 10 MW with an average total generating capacity 
of 31 MW and a peak capacity of 73 MW. 

 
Holmes River is located in British Columbia just to the west 
of the British Columbia and Alberta border. The projects 
are on smaller rivers that form part of the Holmes River 
drainage basin. Holmes River flows east to west while the 
ten smaller rivers flow either southerly or northerly and 
discharge into the Holmes River as shown in Appendix A – 
Overview Map and Appendix B – Site Plans 

 

Construction also includes forty-eight kilometers of new 138 
KV transmission line connecting the project to the BC 
Hydro transmission grid at the Highway 16 corridor crossing 
of the Holmes River. Additionally, forty-five kilometers of 35 
KV powerline will built to tie the ten sites into the main 138 
KV transmission line. 

 
 

2.1 Regulatory Framework 
The project has completed all permitting and authorizations related to the project with the exception of Occupant Licences to Cut 
that will be obtained prior to commencement of construction: 

1. BC Environmental Assessment Office – BCEAO considers each of the ten sites to be separate and less than 15MW of 
generation and therefore do not require an Environmental Assessment. The BCEAO’s decision has been upheld by 
the BC Supreme Court. 

2. Transport Canada Navigable Waters Protection – TCNW provided written confirmation that all ten site intakes and 
associated works reside on non-navigable waters and therefore applications are not required under the Navigable 
Waters Projection Act. 

3. Forest, Lands, and Natural Resource Operations (Lands) – land tenures have been attained for all ten sites and the 
transmission line. 

4. Forest, Lands, and Natural Resource Operations (Water) – water licences have been attained for all ten sites. 
5. Fisheries and Oceans – letters of advice have been attained for all ten sites. The letters confirm that construction and 

operations of works is not likely to result in harmful alteration, disruption, or destruction of fish habitat. 
6. Forest, Lands, and Natural Resource Operations (Forests) – Occupant Licences to Cut will be obtained prior to 

construction for clearing works. 
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2.2 Land, Environment, and First Nations 
The project has undergone extensive environmental 
assessment by Triton Environmental Consultants to satisfy 
federal and provincial regulatory requirements. 
Additionally, a series of monitoring plans, development, 
construction, and operating plans have also been 
developed by Triton to cover construction and ongoing 
stewardship. Plans include: 

• Fish Monitoring 

• Haller’s Apple Moss Monitoring 

• Water Quality Monitoring 

• Aquatic Invertebrate Monitoring 

• Construction Environmental Management, and 

• Operations Management 
 

First Nations and stakeholder consultations were conducted throughout the FrontCounter BC application process. Additionally, 
extensive archaeological assessments have been conducted and no sensitive areas were found in the project area including 
assessment of prehistoric settlement patterns. 

 

HHI has a Letter of Intent (LOI) with the Simpcw First Nation to investigate the potential of advancing the project together through 
a partnership. This may also address the BC Hydro cluster policy as outlined further in the Market Feasibility section. 

 
 

3 Market Feasibility 
The following section examines the market feasibility of the project. 

 

3.1 Market History 
Through the conception and permitting phase of the project, the Province of British Columbia and BC Hydro were actively 
pursing private sector independent power projects to help British Columbia meet its goals of energy self sufficiency and BC 
Government Green Plan. Further, provincial economic studies at the time showed a positive return for associated power 
infrastructure upgrades in the area. Support for green power solutions continues provincially, federally, and globally. 

 

The projects were advanced through the 2008 BC Hydro Clean Power Call to provide energy for domestic and industrial 
purposes. Further support by BC Hydro was evidenced by their commitment to upgrade the associated Valemount substation to 
support the 138 kV transmission line to McBride. In October 2013, BC Hydro removed the HHI project from their Standing Offer 
Program and opened a one-off negotiated with HHI including a completed draft Electricity Purchase Agreement (EPA). In March 
2014, BC Hydro reversed its decision to upgrade the Valemount substation and negotiations with HHI waned. 

 

3.2 Market Potential 
The fundamentals for power and upgrades to power infrastructure near McBride remain; namely, the requirement for improved 
power reliability for the area and the opportunity for regional economic development of the McBride to Barriere corridor. 

 

HHI recently attempted resumption of negotiations with BC Hydro to complete EPAs for all ten sites. The attempt was met with 
some resistance from BC Hydro middle management claiming that the Standing Offer Program is open to HHI, but limited to a 
total of 15MW of power. A combination of political pressure and coalitions with other businesses and power generators in the 
area will be required in order for BC Hydro to reopen negotiations in earnest. An additional and similar option is to challenge the 
BC Hydro cluster policy limiting total power generation at 15MW by advancing a significant First Nations ownership of the project 
in its final state. 
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Power from the project could be run east to Alberta especially if it can be marketed as green power; however, the issue of limited 
peak-time access to the Alberta grid, with the possible exception of the City of Jasper’s fair weather power requirements,  or the 
requirement for new Alberta-bound transmission line will need to be resolved. 

 

4 Technical Feasibility 
The following section examines the technical feasibility of the project. 
Extensive analysis are complete on all aspects of the ten facilities and 
associated transmission line. 

 

4.1 General Arrangements 
Design work was completed by MA McLean Engineering and a typical 
set of plans is included in Appendix C. 

 

4.2 Environmental 
Environmental services were provided by Triton Environmental and 
supported obtaining all project approvals and 
authorizations. Environmental Assessment information 
and management plans are extensive and can be 
requested separately. 

 

4.3 Geophysical 
A terrain overview study was conducted by Amec Earth 
and Environmental and detailed stability, geohazard, 
geotechnical, and site appraisals were conducted by Firth 
Hollin. A typical geotechnical report is included in 
Appendix D. 

 

4.4 Production 
Hydrologic review and energy production report were 
conducted by JEM Energy Ltd. The report’s cover letter is 
attached in Appendix E. The document is too large to be added in full and can be requested separately. 

 

4.5 Transmission Line 
The transmission system for the project will consist of a 138 KV mainline and a 35 KV distribution line to the ten individual 
powerhouses. The main transmission line consist of 138 KV line following the Holmes Forest Service Road to 48 km, at which a 
138 KV substation will be located. From the substation, 35 KV distribution lines will continue along the Holmes Forest Service 
Road and branch off to the individual facility sites. 

 

4.6 Construction 
Arctic Construction Ltd. has been retained to build all associated facilities. Arctic has been serving the resource and 
transportation sectors of Northern British Columbia, the Yukon, and the Northwest Territories for sixty years. The company 
provides a full range of services from resource site development and civil construction, to mine and energy facility commissioning 
and reclamation. Arctic has an excellent safety record and an outstanding history of delivering high quality results in the most 
logistically challenging regions of Canada. An overview of Arctic Construction is attached in Appendix F. 

 
Arctic Construction has completed a constructability study on the facilities and provided a detailed construction quote. A 
summary overview of the budget and plan from Arctic is attached in Appendix G. 
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5 Financial Feasibility 
The following financial section summarizes the potential cash flows and returns for the project based on estimates for capital 
expenditure, operating expenses, revenues, a number of financial and economic assumptions, expected returns, and financial 
analysis. 

 

5.1 Capital Expenditure 
Capital expenditures include all materials, construction – including 15% contingency, development costs, and insurance and 
interest during construction. 

 

Capital Costs (CAD$ '000s) 

35 KV Holmes Valley Transmission Line 12,000 

138 KV Transmission Line 22,000 

Holmes POI Switch 400 

Hwy Transmission Line & Substation 16,380 

Road Freight & Office 3,847 

Powerhouses & Other 4,300 

Generators Turbines & Supplies 19,000 

Engineering & Professional 2,000 

Equipment & Penstock 5,139 

Construction 82,608 

Contingency 16,645 

RoR Flywheels (HHI @ 50%) 1,725 

Development Costs 3,000 

Insurance During Construction 605 

Interest During Construction 3,743 

Total Construction Costs 193,392 

 

 

5.2 Operating & Maintenance Expenditure Estimates 
Operating expenses include consumables, equipment rental, insurance, materials & supplies, office, rent, maintenance, 
professional fees, property taxes, travel, wages, and utilities. 

 

Annual Operating Costs (CAD$ '000s) 

O&M 1,851 

Management 180 

Insurance 200 

Maintenance 50 

Total Operating Costs 2,281 

 

5.3 Revenues 
Revenues are calculated based on per creek monthly flow data. 
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5.4 Financial Assumptions 
The financial model includes the following assumptions: 

• Corporate income tax rates are based on a combined 15% federal corporate tax rate and an 11% provincial tax rate. 

• CPI index rate is estimated at 2.1%. 

• Discount rate is set at 5%. 

• Interest rate of 5%. 

• 60:40 debt to equity ratio. 

• Funding fees and placement costs at 5%. 

• 10th year maintenance reserve of $150,000 and 20th year maintenance reserve of $200,000. 

• 30 year straight line depreciation for original facilities and 10 year straight line depreciation for maintenance reserve 
funds. 

 

5.5 Returns 
The chart below reflects Net Present Value (NPV), at 5% discount rate, and Internal Rate of Return (IRR) for investors generated 
by the project cash flows, as modeled for 30 years of operation. 

 

 

NPV (@ 5% Discount Rate) $77,005 

IRR - Pre Tax 6.70% 

IRR - Post Tax 4.60% 

Returns (CAD $ '000s) 
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5.6 Summary Financials 

Income Statement 
 

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 

Rate Per MWh delivered to BC Hydro 2.00%  fi rst 6 months  107.09 108.17 109.25 110.34 111.44 112.56 113.68 114.82 115.97 117.13 

  30 Year Total 
 
 
 
 

642,604 

(76,291) 

(7,418) 

(8,242) 
(2,060) 

last 6 months  108.17 109.25 110.34 111.44 112.56 113.68 114.82 115.97 117.13 118.30 
              

Notional normalized output production at average EPA   171,641 171,641 171,641 171,641 171,641 171,641 171,641 171,641 171,641 171,641 
              

Power Sales to BCH   18,474 18,658 18,845 19,033 19,224 19,416 19,610 19,806 20,004 20,204 

Operating Costs (incl BC CPI)    (1,851) (1,890) (1,930) (1,970) (2,012) (2,054) (2,097) (2,141) (2,186) (2,232) 

Management fee    (180) (184) (188) (192) (196) (200) (204) (208) (213) (217) 

Insurance    (200) (204) (208) (213) (217) (222) (227) (231) (236) (241) 

Maintenance (incl BC CPI)    (50) (51) (52) (53) (54) (55) (57) (58) (59) (60) 

Operating income  548,593 

 
(116,223) 

(96) 

(194,678) 
(6,231) 

  16,192 16,329 16,467 16,605 16,745 16,885 17,026 17,168 17,310 17,454 
              

Interest on debt    (6,190) (6,096) (5,997) (5,893) (5,783) (5,669) (5,548) (5,421) (5,288) (5,147) 

Interest on line of credit             (8) 

Depreciation    (6,478) (6,478) (6,478) (6,478) (6,478) (6,478) (6,478) (6,478) (6,478) (6,478) 

Amortization financing fees    (208) (208) (208) (208) (208) (208) (208) (208) (208) (208) 

Income before income taxes  231,365 

 
(60,155) 

  3,317 3,548 3,785 4,027 4,276 4,531 4,793 5,061 5,338 5,614 
              

Income tax provision 26.0%   (863) (923) (984) (1,047) (1,112) (1,178) (1,246) (1,316) (1,388) (1,460) 

Net income 171,210   2,455 2,626 2,801 2,980 3,164 3,353 3,547 3,745 3,950 4,154 
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Cash Flow Statement 
 

Operating Activities 30 Year Total   Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 

Net income 171,210 
 
 

194,328 

150 

200 

6,231 

(0) 

(0) 

(0) 

  2,455 2,626 2,801 2,980 3,164 3,353 3,547 3,745 3,950 4,154 

add back non-cash items              

              

Depreciation   0 6,478 6,478 6,478 6,478 6,478 6,478 6,478 6,478 6,478 6,478 

Depreciation 10th year refurbishment   0 0 0 0 0 0 0 0 0 0 0 

Depreciation 20th year refurbishment   0 0 0 0 0 0 0 0 0 0 0 

Amortization financing fees   0 208 208 208 208 208 208 208 208 208 208 

Deferred income taxes - estimated timing differential (Y1 TO Y10 )  0.50 0 431 461 492 524 556 589 623 658 694 730 

Change in accounts receivable   0 (1,539) (15) (16) (16) (16) (16) (16) (16) (17) (17) 

Change accounts payable   0 924 9 9 9 10 10 10 10 10 10 
              

Total operating activities  372,119  0 8,956 9,766 9,972 10,183 10,399 10,621 10,848 11,082 11,322 11,563 
   

 

(194,678) 
0 

            

Investing Activities - plant, property and equipment              

Construction of facilities   (194,328) 0 0 0 0 0 0 0 0 0 (150) 

Other   0 0 0 0 0 0 0 0 0 0 0 

Total Investing Activities  (194,678)  (194,328) 0 0 0 0 0 0 0 0 0 (150) 
               

              

Financing activities              

Debt financing - mortgage basis  124,628  124,628 0 0 0 0 0 0 0 0 0 0 

Line of credit for 10th and 20th year refurbishing  350  0 0 0 0 0 0 0 0 0 0 150 

Equity Financing - mortgage basis 203,909 78,931  78,931 0 0 0 0 0 0 0 0 0 0 

Financing fees  (6,231)  (6,231) 0 0 0 0 0 0 0 0 0 0 

Repayment of debt principal portion - mortgage basis  (124,628) 
(350) 

 0 (1,839) (1,933) (2,032) (2,136) (2,245) (2,360) (2,480) (2,607) (2,741) (2,881) 

Repay of refurbish - line of credit              

Equity distribution - principal portion (203,909) (78,931)  0 (2,631) (2,631) (2,631) (2,631) (2,631) (2,631) (2,631) (2,631) (2,631) (2,631) 
              

Total Financing Activities  (6,231)  197,328 (4,470) (4,564) (4,663) (4,767) (4,876) (4,991) (5,111) (5,238) (5,372) (5,362) 
               

Increase decrease in cash  171,210  3,000 4,486 5,202 5,309 5,416 5,523 5,630 5,737 5,844 5,951 6,051 

Cash beginning of year  0  0 3,000 7,486 12,688 17,998 23,414 28,937 34,567 40,304 46,148 52,098 

Cash end of year 171,210  3,000 7,486 12,688 17,998 23,414 28,937 34,567 40,304 46,148 52,098 58,149 
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Balance Sheet 
 

Balance Sheets  Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 

Assets            

            

Current assets:            

Cash - before any common share dividends  7,486 12,688 17,998 23,414 28,937 34,567 40,304 46,148 52,098 58,149 

Accounts Receivable  1,539 1,555 1,570 1,586 1,602 1,618 1,634 1,651 1,667 1,684 
            

Long Lived Assets  169,028 169,028 169,028 169,028 169,028 169,028 169,028 169,028 169,028 169,178 

Accumulated Depreciation  (6,478) (12,955) (19,433) (25,910) (32,388) (38,866) (45,343) (51,821) (58,298) (64,776) 
            

Deferred Charges            

Financing Charges  6,231 6,231 6,231 6,231 6,231 6,231 6,231 6,231 6,231 6,231 

Acc. Amortization Financing  (208) (415) (623) (831) (1,039) (1,246) (1,454) (1,662) (1,869) (2,077) 
            

Total Assets 
 

177,599 176,131 174,771 173,517 172,371 171,332 170,400 169,575 168,856 168,388 

            

Liabilities            

            

Accounts payable  924 933 942 952 961 971 981 990 1,000 1,010 
            

Future income taxes  431 893 1,385 1,908 2,464 3,053 3,676 4,334 5,028 5,758 
            

Debt financing  122,789 120,856 118,825 116,689 114,444 112,084 109,604 106,996 104,256 101,375 

Refurb financing  0 0 0 0 0 0 0 0 0 150 

Equity financing  76,300 73,669 71,038 68,407 65,776 63,145 60,514 57,883 55,252 52,621 
  200,444 196,351 192,189 187,956 183,645 179,253 174,774 170,204 165,536 160,913 
            

Common Equity            

opening Balance  0 2,455 5,081 7,882 10,862 14,026 17,379 20,926 24,671 28,621 

Net income to common  2,455 2,626 2,801 2,980 3,164 3,353 3,547 3,745 3,950 4,154 

Ending balance  2,455 5,081 7,882 10,862 14,026 17,379 20,926 24,671 28,621 32,775 
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6 Findings and Recommendations 
Findings and recommendations are broken into the main aspects of the study and followed by a conclusion. 

 

6.1 Market 
The fundamentals for power and upgrades to power infrastructure near McBride remain; namely, the requirement for improved 
power reliability for the area and the opportunity for regional economic development of the McBride to Barriere corridor. A 
combination of political pressure, coalition with other businesses and power generators in the area, and/or partnering with First 
Nations will be required in order for BC Hydro to reopen negotiations on all ten facilities. Otherwise, HHI will be limited by the 
Standing Offer Program at a total of 15MW of power. Alternatively, power from the project can be run east to Alberta, especially 
if marketed as green power, providing transmission to Alberta can be achieved. 

 

6.2 Technical 
The project has completed all permitting and 
authorizations related to the project. Extensive technical 
vetting is complete on all aspects of the project including: 
design, environmental, geotechnical, production, 
transmission, and constructability. The project is shovel 
ready. 

 

6.3 Financial 
Project capex is $193.4M including 15% construction 
contingency. Total annual operating costs are $2.3M. 
With 60:40 debt to equity ratio, the project returns an 
NPV of $77M and pre tax IRR of 6.7% over a 30 year 
operating life. 

 

6.4 Conclusion 

Helping meet the growing demand for green sustainable energy 

 

HHI is fully designed, permitted, and is shovel ready. The project offers a significant opportunity for a partner with expertise in 
the areas of green infrastructure financing, financing businesses with First Nations ownership and/or partnership, and with the 
positioning to influence BC Hydro policy regarding run-of-river clustering. 
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Appendix A – Overview Map 
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Appendix B – Site Plans 
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Appendix C – Typical Design Plans 
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Appendix D – Typical Geotechnical Report 
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