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1 Introduction ___________________

2 OnbehalfoftheTownofHappyValley GooseBay (theTown), I would like to thanktheBoard

3 ofCommissionersofPublicUtilities (theBoard) for theopportunityto expressouropinionson

4 NewfoundlandandLabradorHydro’s (NLH) GeneralRateReviewApplication. I appreciatethe

5 efforts madeto cometo ourcommunityto hearthis andotherpresentations.Attachedto this

6 presentationis ahardcopyofapowerpointpresentationmadeby myselfat acommunity

7 meetingonthis very issue.It wasourobjective,andonethat wasfulfilled, to Presentan

8 overviewofthe issuesandto seekfeedbackto assistus in preparingthis presentation.It is

9 providedto illustratethefactthat the issueshavebeendiscussedwithin thecommunityandthat

10 theopinionsexpresseddo representacollectiveposition.

11

We seethis ApplicationasacontinuanceofthepreviousApplicationon whichtheBoard

13 reachedadecisionasoutlinedin OrderNo.PU 7(2002-2003).In thatdecision,theBoardstated

14 thatit viewedthe2001Applicationasthefirst stepin astagedprocess.From ourperspective,the

15 issuesonthetablearefundamentallythesameasbefore.Although this timewe feelbetter

16 informedasaresultoftheexperiencegainedfrom ourparticipatingin the lastroundofhearings.

17

18 In reviewingOrderNo. 7, wenoteon pages138 and 139 that...

19

20 whereNLH submitsin final argument(pg.79) that: “its proposalto haveoneLabrador

21 InterconnectedSystemis consistentwith therecommendationoftheBoardin its 1993
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I report andthatit is consistentwithnormalutility practicethat customersservedfromthe

2 samesystem(wheretherearecommoncosts)paythesamerates. “NLH hasalso

3 proposedaphasingin oftheratechangesbecauseofthe impactson certaincustomerson

4 thesystem.

5

6 TheBoardagreeswithNLH thatits proposedapproachto ratechangesin theLabrador

7 Interconnectedsystemis consistentwith theBoard’srecommendationin the 1993generic

8 COS report,whichwasacceptedby Governmentunderpreviouslegislation,andwhich

9 NLH wasdirectedto usein thisApplication.

10

11 NLH’s proposal to implement the Island Interconnectedrate structure (six classes)

for the Labrador Interconnectedsystemwrn be approved.

13

14 NLH’s proposal to phasein a costbasedrate systemfor theLabrador

15 Interconnectedsystemasof the implementationofrates that arise from this decision

16 will be approved.

17

18 NLH will be required to file a five yearplan outlining further alterations in rateson

19 theLabrador Interconnectedsystem,with the costrecovery targets as identified in

20 this Application to be incorporated aspart ofNLH’s next rate application.

21

22 In this Application(i.e., the2000 applicationbyNLH) NLH recognizedthat the
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1 this decision.If application of the guidelines,astheyare, prevent the designof rates

2 that will recover costs,the Board will support someadjustment in the parametersif

3 required.

4

5 The Board reiterates its support of keepingthe levelof rate increaseson the

6 Labrador Interconnected systemas low as possibleas NLH movesto a uniform rate

7 structure.

8

9 I quotethis sectionin lengthnot to remindtheauthorsofwhattheyhavesaid,but to ensurethat

10 this is on thepublic recordfor thesehearings.We appreciatethat, in additionto working

11 towardstheuniformratestructurefor theLabradorInterconnectedsystem,NLH is looking for

12 rateincreasesin responseto theincreasedcostofoil. As to whethertheseincreasesarefair,

13 appropriateorwarranted,I do notoffer anargumentonewayortheother.

14

15 It goeswithoutsayingthatwe supportlower costsfor electricityaspartofourmandateto look

16 out for the interestsof ourcommunityandto planfor the long termeconomicdevelopmentofthe

17 Town.Thecritical importanceoftheseratesis illustratedby themilitary training offeredat 5

18 Wing GooseBay, theeconomicbasisofourcommunity.5 Winghasexperiencedsomevery

19 significantstressessincethe lasttimetheBoardwasin ourcommunity.TheRoyalNetherlands

20 Air Forcehasstoppedtrainingat5 Wing andtheGermanAir Force(the largestoftheparticipant

21 air forces)hasannouncedplansto halt training in GooseBay after2005.

22
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1 Wecompeteon an internationalstagefor theseair forces.Fiveyears,agotheItalianAir Force’s

2 delegationinspectingGooseBaynotedthattheyhadbeencourtedby Tunisia;Morocco,Egypt,

3 SaudiArabianandPoland.Thefinal decisionon military trainingopportunitiesobviously

4 involvesalot of factors,not theleastofwhich is thecost.As hasbeenquotedto usmanytimes

5 “it is notjust aboutthemoney,it is all aboutthemoney.”Military budgetsarehyper-sensitiveto

6 cost. Trainingoptionsaremanyandthecompetitionamongstnationsis fierce.

7

8 Holdingcostsin line andtheneedto reducecostshasbeenthemessagetimeandagainfrom the

9 variousair forcecommandingofficers,governmentofficials andcompaniesoperatingon the

10 Base.Justto giveyou asenseoftheimportanceofthis activity to theTown,accordingto an

11 analysisreleasedby theInstituteofEnvironmentalMonitoringandResearch,thetraining

programat5 Wing is responsiblefor 1200direct, indirectandinducedjobs in theTownof

13 HappyValley GooseBayandthesurroundingregionandprovinceasawhole.Thisone

14 industrybrings in 70 to 90 million dollarsof foreigncurrencyayearinto thecountry.Thequality

15 oftheBaseinfrastructure,thepresenceofa searchandrescueservice,theability to attractnew

16 businessto theairportthat offerstheseservicesandis maintainedto suchahigh level, areall

17 directlyrelatedto thecontinuedpresenceandoperatfonsofthetrainingprogram.How much

18 poorertheregionwouldbewithouttheprogramis notsimply measuredin termsofthedollars

19 theallies spendin thecommunityonanannualbasis.

20

21 As aresultoftheBaseandtheservicesit providesandwhich areattractedto usetheairport

22 infrastructure,theLakeMelville Areais theregionaladministrativeandservicecenterfor
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1 Labrador.Theeconomicdevelopmentactivity within this areabenefitstheentire larger

2 communityup to andincludingthecountryasawhole.It is oftennotedthatwithin thediscipline.

3 ofgeographythereis but onetruetheoryto explainsettlementpatterns,andthatis CentralPlace

4 Theory.TheTown andits sistercommunitiesin theLakeMelville Areaillustratethevalidity of

5 this theory.Together,thesecommunitiesplay akeyrole asaregionalcenter.If you look into

6 Labrador’sfutureasexpressedthroughtheforestryindustry, tourism,alternativemilitary

7 tiaining opportunities,ourrole asaregionalgovernmentcenteroras thetransit locationanda

8 bedroomcommunityfor resourcedevelopment(ofwhichtheLoverChurchillHydro

9 developmentandVoisey’sBayMine Mill projectarebut two amongthemanyopportunities

10 facingLabrador)theLakeMelville areawill continueto serveasakeyregionalcenter.

11 Notwithstandingthesegeographicaladvantages,for anybusinesslocationdecision,thecostof

j2 poweris an importantfactor.And equallyimportant,theavailability ofthatpoweris akey

13 consideration.

14

15 In lookingattheapplicationin front ofuswe view it in termsofthreerelatedissues:

16 1. The splitting of theLabrador InterconnectedSystem

17 2. Changesin PowerRates; and

18 3. The future needfor power.

19

20 Splitting of the Labrador Interconnected System

21 Weunderstandthat theTownsofLabradorCity andWabushhaveaskedtheBoardto consider
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1 threequestions:

2 1. WhethertheLabradorInterconnectedSystemis in factan interconnectedintegrated

3 singlesystemrequiringcommonrates;

4 2. Thebasison whichratesoughtto besetfor domesticcustomersin Labrador West;and

5 3. WhetherthePublic Utilities Boardoughtto recommendto theGovernmentthatthesocial

6 costsassociatedwith therural deficitwouldmoreefficientlyandfairly be collected

7 through a dedicatedtaxon all energyproducedin theProvince(whetherexportedor not)

8 rather than allocatedto certaincustomersin Hydro~s’system.

9

10 Dueto theconstraintsoftravel andthechangingofschedules,I did notmakeapresentationin

11 LabradorWeston thesequestions.Weunderstandthaton this issue,wecancombineour

concernswith all ourcommentson theratehearingsandpresentthemtogetheratthis time. We

13 alsounderstandthat astheevidencepresentedin LabradorWestwill requiretimeto transcribe

14 andmadeavailablefor review,weareableto makeafurtherpresentationat afuturedateshould

15 wefeel theneedto respond.

16

17 In reviewingMark Drazen’ssubmission(datedSeptember2003),wehaveanumberof concerns

18 with howhehaspresentedthesituation.At thevery minimumwefeel thatMr. Drazenstretched

19 theconceptof asystemto theverythinnestofdefinitionsto makehis case.Weconsiderthe

20 conceptoflooking atthedifferentsidesofageneratingfacility andto suggestthateachsideofa

21 powerplant, andeachdivision ofeachsideis adifferentsystemis to stretchthedefinition

22 beyondthepoint ofreality.
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1 If wewereto takethis logic to themapof thetotal systemon theIslandofNewfoundland(copy

2 attached),wherewill implementationofthisrequesteventuallytakeus.How fine ofadivision

3 will resultif Mr. Drazensrationaleis followedto its final conclusion.I suggestthatthis

4 argumentis neitherappropriatenorin keepingwith the intentofSection73. (1) ofthePublic

5 Utilities Act whichstatesthat “all tolls, ratesandchargesshallalways,undersubstantially

6 similar circumstancesandconditionsin respectofserviceofthesamedescription,becharged

7 equallyto allpersonsandat thesamerate, andtheboardmaybyregulation declarewhatshall

8 constitutesubstantiallysimilar circumstancesandconditions.”

9

10 In addition,to suggestthat a localback-upgeneratingsystemin theTownwill notbeof

11 assistanceto LabradorWestandthereforethesystemshouldbebrokenup, seeminglymissedthe

32 point ofa local back-upsystem.If theChurchill systemgoesdownandLabradorWestgoes

13 down,theproblemmustsurelybe largerthananylocal back-upsystemcouldeverbenormally

14 designedfor. Is thebackupsystem(assumingthereis one)for Springdaledesignedto also

15 includethemeansto supplySt. John’s if Holyroodwereto go down?And this represents

16 communitiesthatareclosertogetherthattheTown andLabradorWest.

17

18 Finally, representingtheTwin Falls line asthepropertyofanotherinterestandwhoseuseto

19 transmitpowerto LabradorWesthasno costassociatedwith it is but aslightofhand.Thereis

20 no suchthingasafreeride nor a servicethatis providedatno cost.Theperspectivepresentedis

21 oneof a shorttermselfinterest.SomedaytheLower Churchillhydroresourcesmaybe

22 developedandtheTwin Fallsline mayneedto bereplacedandthosewho soughtthesplittingof
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1 thesystemmayregreteverhavingwrongfully placedtheir community’sin suchapredicament.A

2 circumstanceI notedin my presentationto theBoardin 2001.

3

4 Argumentssuggestingdifferenceswithin theLabradorInterconnectedSystemmay,in the

5 comingyears,comebackto hauntthosewho raiseit. We seethedifferencesidentifiedbyMr.

6 Drazenmoreas symptomsofNLH’s challengeof developinganeffectivesystemoutofa

7 collectionofinfrastrucatre.Someofwhich mayneedto beovercomewith timeandmoney,and

8 othersthatwill neverchangebut do notmeanthat theLabradorInterconnectedSystemis not a

9 system.

10 Changesin PowerRates

11 Whenlookingat theratesthat will bechargedin detail,oursupportis obviouslyfor thekeeping

—-—-P ofourratesastheypresentlyare(in factwho wouldnot supportsucha proposal).We areequally

• 13 concernedhoweverwithhow therateschedulehasbeenderivedandwheretheymaybegoing.

14 In particularly,weareincreasinglybecomingconcernedthattherecontinuesto be anunfair

15 distributionoftheburdenandthatthis discriminationwill continue.

16

17 It first cameto ourattentionat thelastsethearingsthat customerson theLabrador

18 InterconnectedSystemarecoveringthesubsidygrantedto customersontheisolatedsystems.

19 After I first heardaboutthis fact, I spentaconsiderableamountoftime andeffort raisingthe

20 matterwithin theTown. Inmostdiscussions,peopledid notobjectto thisrelationship.In fact,

21 giventhatmanyhadfamily, closefriendsorevenbusinessinterestson thecoast,theyfelt it was
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1 just awayofhelpingtheirneighboursor, indirectly,servingtheirown interests.

2

3 Mostpeoplewereshocked,however,to discovertherateofthat subsidy.Whenit wasexplained

4 thatnearlyhalftheirpowerbill representedthecostofthis subsidy,manyweretakenabackat

5 this leveloftransfer.We recognizeandappreciatethatin yourreviewoftheissuesduringthe

6 lastratereview,this issuewasthesubjectof somediscussion.Whatis areasonablelevel of

7 subsidyandwhatis areasonablerateto chargeanothergroupofusersto helpbalancetherates

8 out is asubstantivelydifficult question.

9

10 If wewereto follow thetrail ofselfinterestput forwardby thefirst two pointsof thequestions

11 from theTown’s ofLabradorWestandWabush,thenthis level ofassistancewoulddropoff the

bill. We do not suggestthattack.Nevertheless,we do haveaconcernthatwhile thenumbers

13 suggestthat all customersontheLabradorInterconnectedSystemcontributethesame

14 percentage,thesignificantdifferencesbetweentheLakeMelville area’sandLabradorWest’s

15 rateschedulesresultin ourcommunitypayingasignificantlyhigherproportionofthecoston a

16 percustomerbasis.

17

18 Ourconcernsareclearly illustratedin thefollowingtableandgraph.This informationis basedon

19 rateschargedfor atypical homeownerin HappyValley - GooseBay to purchaseonehundred

20 dollarsofelectricityin comparisonwith aresidencein LabradorCity.

21
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PresentRateSchedule BasicCharge

(BC)

Electricity

(E)

HST Subsidy

Contribution

(SC)

Total Cost

(TC)

HappyValley- Goose

Bay

$7.00 $100.00 $16.05 $52.43 $123.05

LabradorCity $3.57 $42.38
—

$6.89
—

$22.52 $52.84

E

5 HV-GB

Rate Schedule

El
_ —I

----— —I
I I

HST SC

U LAB City

TC

While thefiguresspeakfor themselves,theglaringdifferencesreinforceoursupportfor the

moveto auniformrateschedulein theLabradorInterconnectedSystem.We alsoaskfor afairer

sharingoftheburdenofthecostofthesubsidyto theIsolatedSystemcustomers.As it now

standsthecustomersin theLakeMelville regionhavehadandseeminglywill continueto have

theprivilegeofbeingthemajorcontributorwithin anunequalpartnership.

Enteringthis process,weknewthat ourpositionrepresentedaminority view. Thecommunities

in theLakeMelville regionareuniquein thatwearefacingstablecostsfor electricity. Weare

fully cognizantthatHydro’sApplication is not popularoutsideofthisregionandthatall manner
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1 ofexpertiseandopinionhasbeenmarshaledagainsttheApplication.We alsoappreciatethat the

2 messageis complexandonearoundwhich it is noteasyto rally acommunityof interests.This

3 communityis facingalargenumberofchallengeson a daily basesandthereis a stateof

4 exhaustionwhenfacedwith newissues.Andyet hereweareto ensurethatourvoiceis recorded.

5

6 Whenwebeganto discusstheApplicationwithin the community,nearlyeveryoneexpresseda

7 longheldunderstandingthatthepeopleandbusinessesoftheTownofHappyValley - Goose

8 Baywerepayinghigherratesforpowerthenourneighboursin WesternLabrador.Everyoneis

9 equallyawarethatwearereceivingbasicallythesameproduct,deliveredfrom essentiallythe

10 sameinfrastructureandgeneratedby thesamesource.In thesix yearsofmy employmentwith

11 theTownofHappyValley GooseBay, therehasalwaysbeentheopinionexpressedthatthere

12 wasafundamentalunfairnessto theexisting ratestructure.Thissenseofunfairnessis

13 compoundedby theknowledgethatwearebeingequallyunfairlytreatedin termsofour

14 contributionto the . “For howlonghavewebeensubsidizingsomeoneelse’spower” or ‘for

15 howlonghavewebeenover-charged”arecommentsI haverepeatedlyheardin responseto

16 Hydro’sApplication.And it is hardnot to comeawaywith a similar impression.

17

18 While I do notclearlyunderstandtheimplicationsofthethird questionposedto theBoardby the

19 communitiesin LabradorWest.,I amassumingthatit is an attemptto introducesomemeasureof

20 fairnessto thesituationthatwould be erodedby thefirst two questions.Is thequestion...

21 WhetherthePublic Utilities Boardoughtto recommendto theGovernmentthatthesocialcosts

22 associatedwith therural deficitwouldmoreefficientlyandfairly be collectedthrougha
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1 dedicatedtax on all energyproducedin theProvince(whetherexportedor not) rather than

2 allocatedto certaincustomersin Hydro‘~s system.. . intendedto openthedoorto anewfunding

3 arrangementor situation?Weareopento anyideasthatwill addressthis issue.Theoptionbefore

4 usof uniformratesis one,but thatoption is slowin coming.

5

6 Evenattherateofchangeproposedby LNH, it will bemanyyearsbeforewearein apositionof

7 uiiiform ratesin theregion.This timetheproposalis to movetheratesclosertogether,but it will

8 still resultin this communityandothersin theLakeMelville regionbeingaskedto makethe

9 moresignificantcontributionto thetotal costoftheservice.It is simply not fair thatwe continue

10 to beaskedto fundthelion’s shareofthe subsidy,pay significantlyhigherpowerratesand,asa

11 directresultofahighercost,payagreatershareoftheHSTtaxwithin theLabrador

InterconnectedSystem.The longerthis imbalancecontinues,thelongertheinjusticeis allowed

13 to endure.

14

15 The Future Needfor Power

16

17 TheTownofHappyValley - GooseBayis facingorshortly will be facinglimitationsto the

18 availablesupplyofelectricity.To theircredit,Hydro is makingplansto undertakeincremental

19 adjustmentsto theinfrastructureto squeezeadditionalpowerout ofthecurrentsystem.

20 Notwithstandingthis, we feelthereis a critical needto seriouslyreviewthemunicipality’s long

21 termrequirementfor electricity.Thereis theveryrealpotentialthatCentralLabradorwill
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1 experiencesignificantgrowthoverthenextdecade.We mustensurewe arereadyto meetthose

2 opportunities.

.3

4 Weneedto initiatediscussionsamongstall effectedpartiesin orderto developaclearplanto

5 meetthis futureproperly.Evenif actualgrowthis lessthananticipated,wewill grow. We

6 continueto seeanincreasein thesizeand scaleofdevelopmentwithin thecommunityaswe

7 movefrom alargetown to asmall city. And it is not just HappyValley - GooseBaythatwill be

8 generatingthisnewdemand,theregionasawholewill grow. Oursistercommunityof

9 Sheshatstiuis strugglingto meetthedemandfor newhousingandto providethetypeof

10 municipal infrastructurenormallyfoundin acommunityoftheirsize.Sheshatstiu,for example,

11 hasjustopenarecreationalcomplexwith thecapacityto maintaintheicesurfaceyearround.

412 Sheshatstiuis alsohometo healthcareinfrastructurenot ordinarily foundin acommunityofthis

13 size. Coupledwith thefact that this communityis the fastestgrowingtownofits sizein the

14 Province,andthatthis growthcanbeanticipatedto continueformanymoreyears,demandfor

15 electricitywill grow.

16

17 Theoptionfor significantadditionalpower,beyondincrementaladjustmentsalreadyplannedfor,

18 is presentedsolelyasanupgradeto thepowerline into theLakeMelville areafrom Churchill

19 Falls.To makethis upgrade,a costof 60 million dollarsis frequentlyquoted.Giventhatthe

20 userswithin a systemareresponsibleforthecostsofsuchupgrades,we faceachallenge.The

21 customerbaseon theLabradorInterconnectedSystem,which generateslessthan20 million

22 dollarsayearin revenue,is averysmall pooi.
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1 This posesachallengetomeandothereconomicdevelopmentindividualsandorganizations.

2 Whenwemarketourregionto investors,wehonestlycannotsaythatwehavethepowerto

3 supportfuture initiatives. We cannotsaywhatmaybethecostsassociatedwith aprojectif there

4 is aneedto upgradenoworin thenearfuture.We cannotsaywhatwill bethecostofpowerasa

S resultofthatupgrade.Theinability to answersuchkeyanddirect locationdecisionquestionson

6 costand availabilityofpoweraremajorconstraintsto ourlongterminitiatives.

7

8 At theprior hearingsweraisedthis matterand expressedourview thatthereis acritical needfor

9 improvedliaisonbetweenNLH andthis region’scommunityof interestsif weareto resolvethis

10 matter.We continueto advocatethispositionfor wehaveseenlittle improvementon theissue.

11 We needto bepartoftheprocessandnot justrecipientsofsomeoneelse’ssolutions.Weneedto

work togetherto developscenariosforthedelivery ofelectricityto theTown.Weneedto work

13 togetherin a constructiveatmospherethatwill permitusto bepartofthesolution.

14

15 Wheneverwebringup thismatteroftheneedto understandandplanfor the long term supplyof

16 powerinto our community,numerousquestionsareposedto usasto theviability ofalternative

17 sourcesofgeneration.We cannotanswerthesequestions.However,an openprocesswill allow

18 NLH theopportunityto addresstheseconcerns.And whoknows,maybethereareotherwaysand

19 meansthatariseduring suchaprocessthatwehaveyet to discoverordiscussthatcanaddress

20 ourconcerns.

21

22
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1 Thereviewof ourlongtermneedsmustbedonein apublic forumto ensurethat informationis

2 availableandthat the issuesareclearly andproperlypresented.Theprocessby which such

3 critical decisionsaboutourfuture aredecidedmustbedonevia transparentprocessandmustbe

4 donesoon.

5

6 In closing,weapologizeif any titleswereincorrectlyusedor inappropriateactsorsectionswere

7 referenced,orevenif thereareminor errorsin aquoteorfigurespresented.Wehaveattempted

8 to provideanoverviewofourconcernsandpresentastatementofconcernsversusreplicatethe

9 detailedsubmissionsbeforetheBoard.We also feel thatwehaveneithermisrepresentedanyfact

10 nor intendedto misquoteany information.

11

ThankYou
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