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(Re: p.7, lines 8-9)

How would A CI suggest the additiond revenue requirement of $4.8 millionbe collected if afreeze
on indugtrid rates was implemented?

ACI suggests that an additiona revenue requirement of $4.8 million from indugtria cusomersis
not required. For example, $1.5 million of this $4.8 is due to the Great Northern Peninsula being
connected to the idand Interconnected Grid. ACl does not agree that Industrial Customers should
pay $1.5 million a year for an interconnection that benefited residents of the Great Northern
Peninsula

Furthermore, inmany industries, price increases cannot be passed onto customers. Industryisthen
forced to look for other efficiencies within their own organization or face a reduced profit leve.
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(Re: p.3, lines 10-11 and p.4, line 16)

For any mills shutdown by ACI or those having a machine shutdown, provide the comparative
power costs for each mill in the last full year of production with ACI Stephenville in that year.

The manufacturing costs induding power costs for ACI mills outsde of Newfoundland are
confidentid commercia information. Furthermore, they are not relevant for the Board's
understanding of the application.
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Medvin L. Dean

Q. (Re: p.10, lines 16-20)
Please outline the derivation of the amounts of $6,080,592 and $1,763,371.

A. There is an error in the evidence that will be changed. The evidence on page 10, lines 17 — 20
should read “The total quantity of Interruptible “A”, Exceptiona and Emergency Power used in
2000was6,080,592 kWhfor atotal dollar vdue $524,387 dthough the amountsvary sgnificantly
from year to year. Based on 2000, a29% increasein Non-firmrateswill add $152,072.23 to the
Industrial Customers energy costsin 2002.”
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For ACI-Stephenville and ACI-Grand Fdlls, provide atable of actud total manufacturing costsin
$tonne or dollars per year for the period 1992 to 2000 and forecast for 2001 and 2002 broken

down by:

Depreciation and Interest Costs,
- Labour Codts,

Shipping Cogts,

Maintenance Codts;

Power Costs;

Wood or Fiber Costs,

Profit; and

Totd.

The power cost per tonne of newsprint for ACI-Stephenville and ACI-Grand Fallsis outlined in
the table below. The other manufacturing costs are confidentid commercid information.
Furthermore, they are not rlevant for the Board' s understanding of the application.

Power Costsintotal $/ year)

Year ACI-Stephenville ACI-Grand Fdls

1992 $19,772,406 $5,879,203

1993 $18,754,182 $5,632,365

1994 $18,230,198 $5,459,622

1995 $17,814,848 $5,856,927

1996 $16,880,100 $7,491,132

1997 $18,443,628 $6,344,536

1998 $10,963,177 $3,875,434

1999 $20,209,325 $5,797,241

2000 $17,621,733 $5,410,493

2001 $16,920,000 $4,854,000 ()
2002 $20,634,000 $8,884,000 ()
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(Re: p.5, lines 12 to 14)

Please show power costs asa percent of manufacturing costs from 1992 — 2000 withand without
the Interruptible B arrangement.

Include a description of how the eectricd power costs increases compare to al other

manufacturing costs over the period from 1992 to 2002.

The table bel ow showsthe power cost as a percentage of manufacturing cost with and without the
Interruptible “B” arrangemen.

% of Manufacturing Codts % of Manufacturing Codts
Year Without Interruptible * B” With Interruptible ' B”
1992 23.3 23.3
1993 221 21.7
1994 22.8 21.2
1995 20.7 18.7
1996 194 18.0
1997 20.8 19.4
1998 21.0 18.8
1999 244 229
2000 21.3 19.9

@ The total newsprint manufacturing costs, exduding power, increased 5.4% during the
period 1992 to 2002. Total power costs decreased by 4.2% during the same period.
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(Re: p.5, lines 1-2)

Provide a table of actual dectrica power costs in ¢/kWh for the years 1992 to the present for
ACI-Stephenville, ACI-Grand Falls and each of the other ACI mills.

Theactud cogtsin ¢/kWhfor the years 1992 to the present for ACI-Stephenville and ACI-Grand
Falls are in the table below. The ¢/kWh for the ACI mills outside of Newfoundland is confidentia
commercid information. Furthermore, they are not relevant for the Board' s understanding of the
goplication.

Power Cogt (¢ / kWh)
Yexr ACI-Stephenville ACI-Stephenville ACI-Grand Falls
(Without Interruptible  (With Interruptible
“B” Rebate) “B” Rebate)
1992 3.89 3.89 4.76
1993 3.70 3.63 4.32
1994 3.68 342 4.09
1995 3.63 3.38 3.98
1996 3.80 3.53 4.21
1997 3.79 354 4.80
1998 3.93 3.52 5.61
1999 397 3.73 5.56

2000 3.43 3.19 4.75
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Provide an egtimate of mill demand at the ACI-Stephenville and ACI-Grand Fals mills thet would
be dtered by the application of a seasona TOU rate structure assuming that the ratio in rates
betweenthe periods November 1 to March31 and April 1 to October 31 was approximately 1.5
to 1.

ACI-Stephenville and ACI-Grand Fals would not be able to dter mill demand by the use of a
seasonal TOU rate structure.
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Q. (Re: p.15 — Off Peak Power)
(&) Has ACI-Grand Fals ever used the article with respect to off peak power?

Canindudrid customers currently dhift their load from Hydro and to what extent? Would this
be through generation or through load?

A. (a) Anoff pesk power rate and details have never beenfindizedinregardto  theatideinthe
ACI-Grand Fdls contract regarding off peak power. Any time it was discussed with
Newfoundland Hydro, there was no interest on their part to supply it since it had no
advantage to them. Thus ACI-Grand Falls has never used this article.

(b) Indugtrid Customers cannot currently shift their loadsfrom Hydro since, as referenced in
the Reply to CA 162, it hasno price structure in respect of time of day rates by which to
judge whether the price incentiveswould be sufficient to justify a necessary investment in
pulp storage facilitiesand judtify changesinproduction practices. Without arate structure
fromwhichto work, it is not possble to determine whether a customer would shift itsload
or to what extent such shifting would occur. ACI-Stephenville estimates that it could
potentidly shift 15 MW of load from day to night provided the economicsjustify the shift.
No estimates are available for any other customers.
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(Re: p.11-13 — Transformer Losses)

Who owns the four transformers at the ACI-Stephenville mill? Why should dl customers pay for

the losses in these transformers?

With respect to specificaly assigned transformers at other customer supply points, why should all

customers pay for the losses in these transformers?

Please show wherelossesfor specificaly assigned or customer owned transformersare absorbed

by Hydro (p.12, lines 7-8).

Please provide the New Brunswick, Nova Scotia, Hydro-Quebec and Manitoba Hydro rate

@

(b)
(©

schedule for different voltage levds and associated transformer loss adjustments (p.13,
lines 3-8). Are there differences for customer owned versus utility owned transformers?

ACI owns the four transformers at the ACI-Stephenville mill. ACI’s position on
transformer losses is to maintain the status quo. ACI-Stephenville is satisfied with the
previous contract and isin agreement with Hydro's statement in aletter dated February
6, 2001 fromMr. Derek W. Osmond to Mr. Jay Backus whichstates* Inpast discussons
with our industrid customers, we have been informed that, for the most part, there was a
good measure of satisfaction with the previous contractuad terms.” See letter Attachment
1 to this Answer, fourth paragraph, first sentence.

See response to NLH-9 (a).
The dtuation as we know it isthat ACI-Stephenville do not pay for losses on thar four

230 kv transformers, North Atlantic Refining Ltd. do not pay for losses on their two 230
kv transformers and ACI-Grand Fals do not pay for losses on trandformers T1 & T2.
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Hydro Quebec

The Hydro Quebec website contains the document entitled “Electricity Rates Bylaw
Effective May 1, 1998". The equivaent of Hydro' s indudtrid firm rate is Hydro Quebec’s
Rate L — Genera Rates for large Power. Sections 105, 303 and 304 are attached and
show the demand discount for owning your own equipment plus a further discount to
account for transformer losses. Section 303 states that the discount for a voltage level of
230kV is$2.934/kW per month and section 304 grantsafurther discount of 13.20¢/kW
per month when metering is on the high voltage side of the transformer. An extract from
this document is attached is Attachment 2.

New Brunswick

As stated in Mdvin L. Dean's evidence page 13, lines 3 to 5 “New Brunswick Power
seemsto limit transformation charges to those circumstances where power is supplied at
primary voltages between 4 kvand 25 kv. In that case, the demand and energy rates are
increased by 1.5%". An dectronic copy of an NP generic Industrid Contract was
obtained and the following was the wording in the contract pertaining to this subject:

“Losses Charge: At the discretionof NB Power, eectricity may be
supplied at a primary service voltage between 4 kV and 25 kV. In such
cases, the monthly demand and energy consumption will beincreased by 1
1/2% to compensate for transformation losses.
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Transformation Charge: When a Customer is provided serviceat  voltages
less than 69 kV, the Customer will so be charged an
"eguivdent kVA rentd" charge equal to 1 2/3% per
month of the costs of the equivaent substation kVA
utilized by the Customer's dectricd load. The
equivdent kVA charge is the Customer's kVA
demand mutiplied by 30¢ per kVA per month (94¢
per KVA per month effective October 1, 2001).”

Manitoba

Manitoba Hydro web site shows that the higher the voltage, the lower the demand rate.
Thetext is Attachment 3 to this Answer.

Nova Scotia

Industrial contacts and Nova Scotia Power confirmthat there is areduction for customer
owned transformers and there is a 1.75% reduction in meter readings when the metering
is done on the high voltage side of the bulk power transformer. The pertinent parts of an
e-mail from Nova Scotia Power are annexed as Attachment 4.



NLH 10
2001 Generd Rate Application

Pagelof 1

Q. (Re p.12, lines4-5)

Please explain the gatement “Thisisa convenient way of avoiding the details around meter location
and if customers currently pay for losses or not.”

A. With regard to metering and transformer losses, there are severd primary transformer
voltages and severa secondary voltages. In addition to different voltage levels, there appears to
be four metering Situations that occur in the industry, namely;

i) Metering is on the low voltage side of the transformer and the customer does not
pay for the losses.

i) Metering is on the low voltage side of the transformer and customer is charged an
adjustment equivaent to the losses.

iif) Metering is on the high voltage side of the transformer and no discount to compensate
for transformer lossesis given.

\Y) Metering is on the high voltage side of the transformer and the customer is given a
discount to compensate paying for the transformer losses.

To smplify the discussion in his evidence, Mdvin Dean refers to the “effective’ voltage at which
the power is purchased. Using this method smplifies and reduces the variables. For example,
ingead of saying that “the metering in onthe low voltage side of the 230/ 13.8 kV transformer but
an adjustment is made to compensate for the transformer losses’, one can say that “the power is
‘effectively’ purchased at 230 kV”.
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(Re: p.13, lines 5-6)

Provide details of Hydro-Quebec's mgjor discount per kilowatt for Industrial Customers taking
power at high voltage.

Please see NLH-9(d).
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(Re: pp 13-14)

Explain why Hydro or other customers should bear the fixed cost of facilities normally borne by
indudtrial customers when a strike occurs at the custome’ s facilities?

The Indudtrid Customers are only asking for a continuation of the existing arrangement or an
arangement Smilar to that which exists in other jurisdictions. As explained in NLH-9(a), the

Indugtrid Customers agree with Hydro' s statement that there was a good measure of satisfaction
with the previous contractua arrangemen.
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(Re: p.5, lines 1-4)

@ Please give the ranking of the Stephenville mill in terms of overal cost per tonne of
newsprint produced from 1992 to 2000 and projected to 2004.

(b) Also, for the same period, provide its ranking in terms of dectrica energy cods per
tonne with and without the Interruptible B arrangement.

(© Please state your assumptions with repect to power cogts for the other millsin the
ACI ranking.

The manufacturing costs induding power costs for ACI mills outsde of Newfoundland are
confidentid  commercia information. Furthermore, they are not relevant for the Board's
understanding of the gpplication.
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(Re: p. 4, line 18 to 20)

Please show how the $3.2 million per year increase and the 18.8% increase are cdculated.
Separate the increase to show the RSP impact and base rates impact

Inreviewing the calculation, asmdl error wasnoted. Theincrease should be 19% and the amount
should be $3.3 million. Note that the impact without the RSP is 11.1% and $1.7 million. The
caculations are shown on the Table attached.
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(Re: p.10 — Non-firm Rates)

@
(b)

(©

(d)

(€

®

@

Please show how the 56% increase on line 10, p. 10, is caculated.

Does the increase reflect the RSP adjustment for 2001 and 20027 If not, reca culate the
increase with the RSP adjustments.

What percentage increase in cost per tonne of newsprint isthe change in non-firm rates to
each of the ACI paper millsin Newfoundland? Please include the RSP impact for 2002
on the exiging Interruptible ratesif they were to continue.

With the implementation of the power purchase agreement in 2003 for incrementa
generation on the Exploits River, please estimate how often Generation Outage Demand
will be required by ACI and how it will change fromthe current circumstancesinterms of
energy, power demands and costs.

What will the cost be to A Cl assuming a one day outage is planned to number 4 generator
at Grand Fdls in 2002 with No. 6 fuel cogsting $28.00 per barrel, assuming current rate
structure and the proposed rate structure? What will the cost to ACI be under each rate
gructure if the change was a forced outage? Please show the percent change for each
scenario.

In 2000, ACI-Stephenville took Interruptible “A” at an average monthly load factor of
goproximately 25%. Assuming an industria customer istaking 1,000 kW of Interruptible
“A” at load factors of 10, 25, 40, 65 and 80% and the cost of fud is $28/bbl, show the
cost and the percent differenceincost to the customer at eachload factor usng the current
rate structure for Interruptible “A” including the current RSP adjustment, the current rate
gructure for Interruptible “A” with the proposed firm rates and forecast 2002 RSP
adjusment, and the proposed Interruptible rate structure and rates. Please show your
cdculations.

Explanwhy the proposed rate asreferred to online 13 of p. 10 of the evidence of Mevin
Dean is prohibitive.
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(@) see Table atached on page 4 of this Answer.

(d)

(b) theincreasereferred toin NLH15(a) does not reflect the RSP adjustment for 2001 and
2002. The recdculated increase is shown on the Table on page 5 of this Answer.

(o) thelnterruptible“A” ratewill not increase the cost per tonne of newsprint for the Stephenville
Mill in 2002. A high increase in the rate would result in ACI-Stephenville using more firm
power and less Interruptible “A” power. An increase in the Interruptible “A” rate has the
effect of reducing the Mill’ sflexibility whengoing through periods of operational change. This

would in turn lead to additiona costs.

Hydro's proposed non-firm power incorporates the exiging Interruptible “A” Power,
Emergency Power and Exceptiona Power usedat ACI-Grand Falls. Themain useof non-firm
power at ACI-Grand Falsisfor generation outage. It is not possible to predict the number

of generator failures or the duration of these failures with any accuracy.

Grand Fdls uses very little Interruptible “A” Power, s0 the impact on this power block in

minimal.

The Emergency Power will have the biggest possible cost to ACI-Grand Falls due to the
method of caculating the demand, i.e., the number of days in whichnon-firm power wastaken
multiplied by the maximum non-firmdemand for the month. Giventhelargerangein the Grand
Fals generationoutput, this could be acodtly rate.  Exact costs or impact on costs per tonne
cannot be accurately estimated asit depends onthe number of generator outagesand duration.

Withthe implementationof the power purchase agreement in 2003 for incremental generation
on the ExploitsRiver, the need for Generation Outage Demand required by ACI Grand Falls
will be gredaly reduced. Barring a double contingency for forced outages, the only
circumstance would be if #4 generator at Grand Falls wasforced down. Thiswould leave us
25 MW short. Generation Outage Demand could adso be used for a plugged river (ice) or
low water in storage a Red Indian Lake. While the frequency of use for Generation Outage
Demand will be reduced due to the peaking capacity at Grand Fals and Bishop's Fdls, the

codsincurred when it will be used is higher due to the Demand charge. The energy rate will
be the same as is currently charged for Emergency (Bunker C or gasturbine).
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The amount of Generation Outage Demand requested for low reservair levels in Red Indian
Lake will not change due to having more generaing capacity. The impact that the proposed
rate will have will depend largely on the load factor for the demand taken.

Again, this cost will be higher snce in the past Hydro would extend the Interruptible “A”
beyond the 5 MW cap to the required level to make up the shortfall in ACI’s generation.
While the demand charge for Generation Outage is lower, the energy charge will be higher.
It will depend largely on the load factor for the demand taken.

€) Forced Outage

Seethe attached Tables at pp. 6 and 7 of thisAnswer for the costs of a one day planned
outage and forced outage on No. 4 Generator.

It isimportant to note that if there had been Generation Outage Demand taken in this month
prior to or after this particular outage for one of the smaller generators then the total cost for
the month would be much larger.

(f) the requested information and calculations are shown on pp. 8 through 12 of this Answer.

(9) with aload factor of 89%, the increaseinthe ratewould be 56%. An increase of thisamount
would result in ACI-Stephenville using firm power instead of non-firm power.
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(Re: p.11 - Converters)

@

(b)

(©
(d)

@

(b)

What isGrand Fals planwithrespect to 50 Hz operation and conversion to 60 Hz of the
ACI mill in the next 5 years? Why?

What is Corner Brook Pulp and Paper’s plan with respect to 50 Hz operation and
conversion to 60 Hz of their mill in Corner Brook? Why?

Which customers require and control the need for the frequency converters at this time?

If the frequency converter at Corner Brook failed and was out of service for one month,
what would the impact be to Corner Brook Pulp and paper? What would the impact be
to other Hydro customers?

ACI Grand Flsplansto decommissionthe Grand Fdls Frequency Converter inthe spring
of 2002 as part of the conversion to 60 HZ of the Bishop's Fals generation. All mill 50
HZ loads will be converted to 60 HZ by that time. Engineering is currently ongoing. This
will bring the mill and itsgenerating fadilitiesto acommonstandard of 60 HZ. Wewill dso
decommission some aging 50 HZ unit subgtations.

CBPP' s 50 Hz load is about 18,000 kilowatts. This load is directly associated with
producti onequipment, namdy, numbers1 and 4 paper machines. Thetotal cost for CBPP
to implement converson to 60 Hz includes:

The cogt of converting paper mill/machine equipment
The cogt of converting generation/transmisson assets
The cost (lost revenue) of lost production

Equipment converson to 60 Hz is technicdly feasible. However, the total cost to
implement conversion would bein excess of $20 million and such conversion would not
be cost effective nor contribute to improved product quality. Hence, CBPP plans to
continue utilizing energy a 50 Hz.
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CBPP (divison Deer Lake Power) has gpproximately 100,000 kilowatts of 60 Hz
generation cgpability which includes 20,000 kilowatts of 50 Hz generation converted to
60 Hz through the frequency converter. The frequency converter is required to convert
the 20,000 kilowatts of 50 Hz generationto 60 Hz. This energy is usudly used by CBPP
but has been used by Hydro to facilitete scheduled maintenance at the Massey Drive and
Deer Lake temind dations, thus avoiding tota interruptions to domestic loads
(Newfoundland Power) in the Corner Brook/Deer Lake areas.  Under system
transmisson emergencies afecting Western Newfoundland, Hydro would use CBPP's
100,000 kilowatts of 60 Hz generation capability made possible, inpart, by the frequency
converter.

ACI-Grand Fdlsrequiresthe frequency converter to keep theintegrity of the 50 Hz supply
intact until the converter hasbeen decommissioned asreferred to in (@) above so thet there
isnot arisk to mil operations.  Aswith CBPP, the power can be made available to the
grid in system transmission emergencies.

Under exiding arrangements, during frequency converter outages, replacement 60 Hz
power and energy is provided to the paper mill by Hydro without a demand charge —
energy providedispad at the indudtrid rate. Extended outagesof the frequency converter
would potentidly affect dl customersonthe grid, especialy Newfoundland Power, inthat:

0] during system emergency in the Corner Brook/Deer Lake areas, approximately
20,000 kilowetts of generation capability would not be available,

(i) loss of load probability would be affected;

()  theavalability of interruptible power to other customers could be affected.



NLH 17
2001 General Rate Application

Page 1 of 2

(Re: p.15 — Interruptible “B” Power)

What isthe cogt to Stephenville for providing this service?

The cost to Stephenville for providing Interruptible “B” service depends on a number of variables.
The main ones are frequency of interruption, duration of interruption, grade of newsprint being
manufactured, pulp inventory at the time of interruption, source of cost of dterndive fiber and
shipping schedules. In ayear whenthere are no interruptions, the cost to Stephenville is minimd.
The higher the hoursof interruptioninayear, the higher the risk of production downtime and thus
the higher the cogt.



