
November25, 2003

BoardofCommissionersof PublicUtilities
PrinceCharlesRoad
P.O. Box 21040
St. John’s,NL.
ALA 5B2

Re: NewfoundlandandLabradorHydro 2003GeneralRateApplication

TheBoardofDirectorsoftheCornerBrookDowntownBusinessAssociationwishesto
expressconcernregardingtheproposedratehike on threefronts:

Desireto increaseprofits from approximately3% to 9.75%

Merriam-Websterdefinestax as1 a: achargeusuallyof moneyimposedby authorityon
personsorpropertyforpublicpurposesb: asumleviedon membersof anorganizationto
defrayexpenses2: aheavydemand.

Theprimaryissuewith this “profit increase”is thattheflow throughofthe additional
revenueswill ultimatelycomefrom thegeneralpublic andberedistributedbackin some
form or another.Justwith CBPPtheexactamountsextractedfrom thisareacouldbeas
muchas$5 million plusthe“tax multiplier effect”. Whatratio thatmultiplier factoris has
yetto bedeterminedbut atypicaltaxincreasecanusuallybeafactorof70%orgreater.
In otherwords, wecouldbetalking about$8.5 million in termsoflostwagesor
consumableslessfrom CornerBrook PulpandPaper.That’s from oneemployerherein
theCityof CornerBrook. Whenthis is combinedwith theproposedincreaseonother
businessesandhouseholdsit multiplies again.

NewfoundlandandLabradorHydro saysasabusinesstheyhavearight to expecta
reasonablerateofreturn.As abusinessgroupwe wouldnormallyagree.But, what
businesshastheability to increaseprofits in today’sworldby sayingtheywantnioreand
just increasingthecoststo its customersto generateit? Whatbusinessdesiresto increase
profits from theircustomersandthendividendlessofthesesamedollarsback?

RateStabilizationPlan (RSP

)

It is ourunderstandingthatpartoftherationalbehindtheincreaseis to payoff the$60-
70 million in this currentprogram.Theyarealreadyin themidstofpayingoff $100over
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a five.yeartennfrom previousperiod.This deficit occursapparentlydueto variationsin
costsassociatedwith supplyingelectricityto theircustomers.Theintent is to paythis
newRSPamountoff in a2-yearterm.(Theyhavealsotabledalowerrateincrease,which
paystheRSPoff overa4-yearterm). In therealbusinessworld whennegativecost
variationsoccurandyouhaveto dealwith payingdownaresultingdebt,you stretchthat
out overareasonableperiodoftime. Also, you neverhavetheluxury ofjust going.to
yourcustomersandaskingfor apriceincreaseto coveroff thatadditional“revenue
requirement”.Whatbusinessmodelexistswherewheneveryouhavecostchallengesyou
havetheability to put it totallyon yourcustomersoveranarrowtimeframe?

New SourcesofPower

TheCBDBA supportsanyexpansionin powergeneration.This wouldbean indicationof
increasedbusinessdemand,which is onlyapositiveto theeconomy.However,wehave
concernswith thethoughtprocessasto howNewfoundlandandLabradorHydro are
justifying aprofit increase.Also, wehaveconcernswith thetime framesin whichthey
areattemptingto dealwith theRSP.As aresult,wehavequestionsregardingboththe
costingmodelsandamortizationperiodsof thesenewsourcesofpower.

Thepaperbusinesshasto dealwith globalpricesin thecommoditymarket.Theyhave
currencyissues,whichtodayareworkingdirectly againstthem.Theyhaveacustomer
demandthatis derivedon themarketforpaperasawholeandtheirrespectiveability to
competeonacostbasis.Costbasis,theprimaryfactorthatallowsanyonein thepaper
businessto makeorlosemoney.An unnecessarycostincreasebasedon questionable
rationalewill affectthousandsofbusinessesandhouseholdsherein theCornerBrook
area.As Newfoundlanders,it seemswe struggleto competeeveryday.Why we would
allow a“pseudobusiness”to havesuchapotentialnegativeimpactis aquestionthatyou
asaboardwill haveto decide.

Regards,


