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Nov. 9.41;'72@05

Introduction ——

On behalf of the Town of Happy Valley - Goose Bay (the Town), I would like to thank the Board "
of Commissioners of Public Utilities (the Board) fof the opportunity to express our opinions on
Newfoundland and Labrador Hydro's (NLH) Gc;neral Rate Review Application.. I appreciate the
effoﬁs made to come to our community to hear this and other p?esentations. Attaqhed to this
presentation is a hard coby of a power point presentation made by myself at a community
meeting on this very issue. It was our objective, and one that was fulfilled, to present an

ovérview of the issues and to seek feedback to assist us in preparing this presentation. It is
provided to illustrate thé fact that the issues have been discussed within the community and that

the opinions expressed do represent a collective position.

We see this Application as a continuance of the previous Application on which the Board
reached a decision as outlined in Order No. PU 7(2002-2003). In that decision, the Board stated
that it viewed the 2001 Application as the first step in a staged process. From our perspéctive, the

issues on the table are fundamentally the same as before. Although this time we feel better

- informed as a result of the experience gained from our participating in the last round of hearings.

~ In reviewing Order No. 7, we note on pages 138 and 139 that . . .

where‘ NLH submits in final argument (pg. 79) that: “its proposal to have one Labrador

Interconnected System is consistent with the recommendation of the Board in its 1993
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report and that it is consistent with normal utility practice that customers served from the
same system (where there are common costs) pay the same rates.” NLH has also

proposed a phasing in of the rate changes because of the impacts on certain customers on

the system.

The Board agrees with NLH that its proposed approach to rate changes in the Labrador

" Interconnected system is consistent with the Board’s recommendation in the 1993 generic

COS report, which was accepted by Government under previous legislation, and which

NLH was directed to use in this Application.

NLH’s proposal to implement the Island Interconnected rate structure (six classes)

for the Labrador Interconnected system will be approved.

NLH’s proposal to phase in a cost based rate system for the Labrador

Interconnected system as of the implemeéntation of rates that arise from this decision

will be approved.

NLH will be required to file a five year plan outlining further alterations in rates on
the Labrador Interconnected system, with the cost recovery targets as identified in

this Application to be incorporated as part of NLH’s next rate application.

In this Application (i.e., the 2000 application by NLH) NLH recognized that the
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this decision. If application of the guidelines, as they are, prevent the design of rates o

that will recover costs, the Board will support some adjustment in the parameters if

required.

The Board reiterates its suppdft of keeping the level of rate increases on the

Labrador Interconnected system as low as possible as NLH moves to a uniform rate

structure.

I quote this section in length not to reﬁnind the authors of what they have said, but to ensure that
this is on the public record for these hearings. We appreciate that, in addition to working
towards the uniform rate struéture for the Labrador Interconnected system, NLH is looking for
rate increases in response to the increased cost of oil. As to whether these increése_s are fair,

appropriate or warranted, I do not offer an argument one way or the other.

It goes without saying that we support lower costs for electricity as part of our mandate to look

out for the interésts of our community and to plan for the long term economic devélopment of the
Town. The critical impoftance of these rates is illustrated by the military fraining offeréd at5s
Wing Goose Bay, the economic basis of our community. 5 Wing has experienced some very
significant stresses since the last time the Board was in our community. The Royal Netherlands | L

Air Force has stopped training at 5 Wing and the German Air Force (the largest of the participant L

air forces) has announced plans to halt training in Goose Bay after 2005.
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We compéte on an international stage for these air forces. Five years, ago the Italian Air Force's
delegation inspecting Goose Bay noted that they had been courted by Tunisia, Morocco, Egypt, -
Saudi Arabian and Poland. The final decision on military training opportunities obviously
involves a lot of factors, not the least of which is‘ the cost. As has been quoted to us many times
“it is not just about the money, it is all about the money.” Military budgets are hyper-sensitive to

cost. Training options are many and the competition amongst nations is fierce.

Holding costs in line and thé need to reduce costs has been the message time and again from the
various air force commanding officers, government officials and companies operating on the |
Base. Just to give you a sense of the importance of this activity to the Town, according to an
analysis released by the Institute of Environmental Monitoring and Research, the training
program at 5 Wing is responsible for 1200 direct, indireqt and induced jc.')bs.in the ToWﬁ of
Happy Valley Goose Bay and the surrounding region and province as a whole. This one
industry bﬁr;gs in 70 to 90 million dollars of foreign currenéy a year into the couhtry._ The quality
of the Base infrastructure, the presence of a search and rescue service, the ability to attréct new
business to the airport that offers these services and is maintained to such a high level, ére all
directly related to the coniinued presence and Qperatibns of the t;aining program. How much
poorer the region would be without the program is not simply measured in terms of the dollars

the allies spend in the comrﬁunity on an annual basis.

As aresult of the Base and the services it provides and which are attracted to use the airport
infrastructure, the Lake Melville Area is the regional administrative and service center for
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community up to and including the country as a whole. It is often noted that within the discipline.
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this theory. Together, these communities play a key role as a regionall center. If you look into
Labrador’s future as expressed through the forestry industry, tourism, alternative military
tfaiﬁing opportunities, our role as a regional government center or as the transit location and a
bedroom community for resource development (of which the Lover Churchill Hydro
development and Voisey's Bay Mine Mill project are but two among the many opportunities
facing Labrador) the Lake Melville area will continue to serve as a key regional center.
Notwithstanding these geo graphiéél advantages, for any business lbcation decision, the cost of
power is an important factor. And equally important, thelalvailability of that power is a key

consideration.

In looking at the application in front of us we view it in terms of three related issues:
1. The splitting of the Labrador Interconnected Sysfem
2. Changes in Powér Rates; and

3. The future need for power.

Splitting of the Labrador Interconnected System

- We understand that the Towns of Labrador City and Wabush have asked the Board to consider
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three questions:
1. Whether the Labrador lntefconn‘ecz‘ed System is in fact an interconnected integrated
single system requiring common rates;

2. T ke:basis on which rates ought to be set for domestic customers in Labrador West; and
3. Whether the Public Utilities Board ought to recommend to the Government that the social
costs associated with the rural deficit would more eﬁic;’ently and fairly be collected

through a dedicated tax on all energy produced iﬁ the Province (whether exported or not)

rather than allocated to certain customers in Hydro's system.

Due to the constraints of travel and the changing of schedules, I did not make a presentation in
Labrador West on these questions. We understand that on ihi's issue, we can combine our
concerns with all our comments on the rate hearings and pr'esent them together at th1s time. We

also understand that as the evidence presented in Labrador West will require time to tténscribe

* and made available for review, we are able to make a futther presentation at a future:date should

we feel the need to respond.

In reviewing Mark Drazen’s submission (dated Septembef 2003), we have a number bf concerns
with how he has presented the situation. Af the very minimum we feel that Mr. Drazén stretched
the concept of a system to the very thinnest of definitions to make his case. We consider the
concept of looking at the different sides of a generating facility and to suggest that each side of a
power plant, and each division of each side is a different system is to stretch the definition
beyond the point of reality.
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- In addition, to suggest that a local back-up generating system in the Town will not be_ of

If we were to take this logic to the map of the total system on the Island of Newfoundland (copy
attached), where will implementation of this request eventually take us. How fine of a division
will result if Mr. Drazens rationale is followed to its final conclﬁsion. I suggest that this
argument is neither appropriate nor in keeping with the intent of Section 73. (1) of the Public
Utilitiés Act which states that “all tolls, rates and charges; shall alwajzs,‘ under substantially
similar circumstances dnd conditions in respect of service of the same description, be charged
e“qu;zlly to all persons and at the same rate, and the board may by regulation declare what shall -

constitute substantially similar circumstances and conditions.”

assistance to Labrador West and therefore the system shoﬁld be broken up, seemingly missed the

point of a local back-up system. If the Churchill system goes down and Labrador _West‘" goes

down, the problem must surely be larger than any local back-up system could ever be normally
designed for. Is the backup system (assuming there is one) for Springdale designed to élso

include the means to supply St. John’s if Holyrood were to go down? And this repr’e'sei’_lts ‘

communities that are closer together that the Town and Labrador West.

Finally, representing the Twin Falls line as the property of another interest and whose use to

B

i

transmit pbwer to Labrador West has no cost associated with it is but a slight of hand. There is

[

no such thing as a free ride nor a service that is provided at no cost. The perspective presented is

one of a short term self interest. Some day the Lower Churchill hydro resources may be
developed and the Twin Falls line may need to be replaced and those who sought the splitting of
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the sys'tem may regret ever having wrongfully placed their community's in such a predicament. A

circumstance I noted in my presentation to the Board in 2001.

Arguments suggesting differences within the Labrador Interconnected System may, in the
coming. yeérs, come back to haunt those who raise it. We see the différenbes identified by Mr.
Drazen more as symptoms of NLH’s challenge of developing an effective system out of a
cblléction of infrastructure. Some of which may need to be overcome with time and‘money, and
others that will never changc but do not mean that the Labrador Interconnected System is not a
system.

Changes in Power Rates

When looking"at the rates that will be éharged in detail, our support is obviously for the keeping -
of our rates as they presently are (in fact who would not support such a proposal). We‘are equally
concerned however with how the rate schedule has been derived and whére they may be going.
In particularly, we are increasingly becoming concerned that there continues to be an unfair |

distribution of the burden and that this discrimination will continue.

It first came to our attention at the last set hearings that customers on the Labrador
Interconnected System are covering the subsidy granted to customers on the isolated systems.
After I first heard about this fact, I spent a considerable amount of time and effort raising the
rﬁaﬁer within the Town. In most discussions, people did not object to this relationship. In fact,

given that many had family, close friends or even business interests on the coast, they felt it was
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just a way of helping their neighbours or, indirectly, serving their own interests.

Most people were shocked, however, to discover the rate of that subsidy. When it was explained
that nearly half their power bill represented the cost of this subsidy, many were taken aback at
this level of transfer. We recognize and appreciate that in your review of the issues during the
last rate review, this issue was the subject of some discussion. What is a reasonable level of
sﬁbéidy and what is a reasonable rate to charge another group of users to help balance the rates

out is a substantively difficult question.

If we were to follow the trail of self interest put forward by the first two points of the questions
from the Town's of Labrador West and Wabush, then this level .of assistance would droi) off the
bill. We do nbt suggest thatltack. Nevértheless, we’ do have a concérn that while the numbers
suggest that all customers on the Labrador Interconnected System contribute the same |
percentage, the significant differences between the Lake Melville area’s and Labrador West’s
rate schedules result in our community paying a signiﬁcantly._higher propottion of the cost on a

per customer basis.

Our concerns are clearly illustrated in the following table and graph. This information is based on
rates charged for a typical home owner in Happy Valley - Goose Bay to purchase one hundred

dollars of electricity in comparison with a residence in Labrador City.
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Present Rate Schedule | Basic Charge | Electricity | HST Subsidy Total Cost
| (BO) (E) Contribution |  (TC)
(SC)
Happy Valley - Goose $7.00 $100.00 | $16.05 $52.43 $123.05
Bay
Labrador City $3.57 $42.38 $6.89 $22.52 $52.84
Ly J . J/ |

While the figures speak for themselves, the glaring differences reinforce our support for the

move to a uniform rate schedule in the Labrador Interconnected System. We also ask for a fairer

sharing of the burden of the cost of the subsidy to the Isolated System customers. As it now

stands the customers in the Lake Melville region have had and seemingly will continue to have

the privilege of being the major contributor within an unequal partnership.

Entering this process, we knew that our position represented a minority view. The communities

in the Lake Melville region are unique in that we are facing stable costs for electricity. We are

fully cognizant that Hydro's Application is not popular outside of this region and that all manner
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of expertise and opinion has been marshaled against the Application. We also appreciate that the

message is complex and one around which it is not easy to rally a community of interests. This

© community is facing a large number of challenges on a daily bases and there is a state of

exhaustion when faced with new issues. And yet here we are to ensure that our voice is recorded.

When we began to discuss the Application within the community, nearly everyone expressed a
lené held understanding that the people and businesses of ‘the Town of Happy Valley - Goose
Bay were paying higher rates for power then our neighbours in Western Labrador. Everyone is
equally awa¥e thaf we are reeeiving bas_ically the same product, delivered from essentially the
same infrastructure and generated by the same source. In the six years of my employment with
the Town of Happy Valley Goose Bay, there has always been the opinion expressed that there
was a fundamental unfairness to the existing rate structure. This sense of unfairness is
compoﬁnded by the knowledge that Qe_ are being equally unfairly treated in terms of our
contribution to the . "For how long hdve we been subsidizing soﬁeone else's power” or “ffor
how long have we been .over-cﬁarged " alie comments [ have repeatedly heard in response to

Hydro's Application. And it is hard not to come away with a similar impression.

While I-do not clearly understand the implications of the third questi‘ox-l posed to the Board by the
communities in Labrador West., I_am assuming that it is an attempt to introduce some measure of
fairness to the situation that would be eroded by the first two questions. Is the question . ..
Whether the Public Utilities Board ought to recommend to the Government that the social cests
associated with thé rural deficit would more efficiently and fairly be collected through a
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dedicated tax on all energy produced in the Province (whether exported or not) rather than
allocated to certain customers in Hydro's system . . . intended to open the door to a new funding
arrangement or situation? We are open to any ideas that will address this issue. The option before

us of uniform rates is one, but that option is slow in coming.

Even at the rate of change proposed by LNH, it will be many years before we are in a.position of
uﬁiforrh rates in the region. This time the proposal is to move thé rates closer together, but it will
still result in this community and others in the Lake Melville région being asked to make the
more significant contribution to the total cost of the service. It is simply not fair thaf we continue
to be asked to fund the lion’s share of the subsidy, pay significantly higher power rates and, asa
direct result of a higher cost, pay a greater share of the HST tax withifl the Labradof - |
Interconnected System. The longer this imbalance continués, the longer thé injustic_:e ‘-i's"‘ .a.llowed

to endure.

The Future Need for Power

The Town of Happy Vall;:y - Goose Bay is facing or shortly will be facing limitations té the
available supply of electricity. To their credit, Hydro is making plans to undertake incremental
adjustments to the infrastructure to squeeze additional power out of the current system.
Notwithstanding this, we feel there is a critical need to seriously review thg municipality's long

term requirement for electricity. There is the very real potential that Central Labrador will
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experience significant growth over the next decade. We must ensure we are ready to meet those -

opportunities.

We need to initiate discussions amongst ali effected parties in order to develop a clear plan to
meet this future properly. Even if acfual growth is less than anticipated, we will grow. We
coﬁtinue to see an increase in the size and scale of development within the community as we
niox;e from a large town to a small city. And it is not just Happy Valley - Goose Bay that will be
genérating this new demand, the region as a whole will grow. Our sister community of
Sheshatstiu is struggling to Iheet the demand for new housing and to provide the type of

municipal infrastructure normally found in a community of their size. Sheshatstiu, for example,

~ has just open a recreational complex with the capacity to maintain the ice surface year round.

Sheshatstiu is also home to healthcare infrastructure not ordinarily found in a community of this
size. Coupled with the fact that this community is the fastest growing town of its size in the
Province, and that this growth can be anticipated to continue for many more years, derhand for

electricity will grow.

The option for si gniﬁcanf additional power, beyond incremental adjustments already planned for,
is presented solely as an upgrade to the power line into the Lake Melville area from Churchill
Falls. To make this upgrade, a cost of 60 million dollars is frequently quoted. Given that the
users within a system are responsible for the costs of such upgrades, we face a challenge. The
customer base on the Labrador Interconnected System, which generates less than 20 million”
dollars a year in revenue, is a very small pool.
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This poses a challenge to.me and other economic development individuals and organizations.
When we market our region to investors, we honestly cannot say that we have thé power to.
support future initiatives. We cannot say what may be the costs associated with a project if there
is a need to upgrade now 6r in the near future. We cannot.selly what will be the cost of power as a
result of that upgrade. The inability to answer such key and direct location decision questions on
cost and ﬁvailability of power are méjdr constraints to our long term initiatives.

At the prior hearings wé raised this matter and expressed ouf view that there is a critical need for
improved liaison between NLH and this region’s community of interests if we are to resolve this
matter. We continue to advocate this position for we have seen little improvement on the issue.
We need to be part of the process and not just re_cipients of someone else’s solutions. We need to
work together to develop scenarios for the delivery of electricity to the Towh. We néed__to work

together in a constructive atmosphere that will permit us to be part of the solution.

Whenever we bring up this matter of the need to understand and plan for the long term supply bf
power into our community, numerous questions are posed to us as to the viability of alternative

sources of generétion. We cannot answer these questions. However, an open process will allow
NLH the opportunity to address these concerns. And who knows, maybe there are other ways and

means that arise during such a process that we have yet to discover or discuss that can address

our concerns.
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The review of our long term needs must be done in a public forum to ensure that information is
available and that the issues are clearly and properly presented. The process by which such

critical decisions about our future are decided must be done via transparent process and must be

done soon.

In closing, we apologize if any titles were incorrectly used or inappropriate acts or sections were
refefenced, or even if there are minor errors in a quofe or figures presented. We have attempted
to pfovide an o&erview of our concerns and present a statement of concerns versus replicate the
detailed submissions before the Board. We also feel that we have neither niiérepresented any fact

nor intended to misquote any information.

Thank You
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