
IC-212 NLH 
2003 NLH General Rate Application 

Page 1 of 1 

Q. Provide a copy of the submission from NLH’s union(s) in 2003 proposing 1 

where $2.5 million in operating costs could be eliminated. 2 

 3 

  4 

A. Please see attached.  5 
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Attachment

I.BUIE.W. Local 1615
Initial Recommendation

On Cost Saving Measures
To

Newfoundland & Labrador Hydro Corporation

April 23, 2003



LB.E.WLocal161S
230ParkAvenue
Mt. Pearl~ NL
AIN iLl

Mr. William Wells
PresidentandCEO
Newfoundland& LabradorHydroCorporation
P.O.Box12400
St.John‘s, Newfoundland
AJB4K7

DearSir:-

AswesitwithSeniorHydro officials today,weanticipateapositiveapproachofworking
togetheron cost-savingmeasures,within Hydro, insteadofjob cuts. TheiB.E.W would
like to raiseseveralinitiatives, thatwebelievemustbeput inplacein orderthat the
processbe oneofopennessandthoroughness.

Firstly, thatafter thisinitial andhopefullyopenmeetingthata thirdparty(Facilitator)
beappointedtofacilitate theprocess.

Secondly,ashorttimeframebesetsothatagreeduponcostsavingmeasuresbe
implementedin theearliestpossibletimeframeand

Thirdly, thefacilitator is giventheauthorityto directeitherpartytoprovidepertinent
economicinformationit mayhaveon theissuesraised

With theforegoingsaid, LB.E.WLocal 161Safterdiscussionswith itsmembershz~and
reviewingtheP.UB. Report,OrderNo. P. U 7(2002-2003)June7~ 2002beforeChair
andC.E.O.Mr. RobertNoseworthy,a numberofobservationsandsuggestionsare in
order.

Theseobservations,andsuggestionsoncostsavingmeasuresare, in summary,form??
andwill be expandeduponverballyduring our initial meetingandin morewritten detail
aswemoveforwardin thisjointprocess.

In reviewingtheP.UB. Reportanumberofissuesare referencedto assistin the
approachto addressefficienciesin thetestyearto meetcontrollablecostsin achieving
revenuerequirementsto attain thereductionof2,000,000to meetthe ‘~productivity
allowance” asoutlinedin theP. UB. document.

In thereport theBoardreferencesanumberofitemsin whichHydro mayor maynot use
to attain therequired‘productivityallowance” revenuerequirement.(LB.E.W Local
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1615considerstheP.UB. direction on theproductivity allowanceasa recommended
goal, nota meansto an endat all costs).

TheBoardhasitemizedcertaincostsof which Hydro mayuseto achievethe
productivityallowance”target.(L.B.E.W.will not list all costitemsin thereport

but itemizeseveral,asweall areawareoftheP.U.B. contents).

Item5 (othercosts):
Certainothercosts(insurance,transportation,officesupplies,building rentalsand
maintenance,equipmentrentalsandlosson disposal)asproposedby NLH for the
2002testyearareacceptedsubjectto anyreductionby NLH resultingfrom the
productivity allowancesetby theBoard.

i) CertainOtherCostsConsolidated

Insurance
Transportation
Office supplies
Building rentals& maintenance
Equipmentrentals
Losson disposal

Total

$977,000
1,923,000
1,939,000
626,000

1,558,000
890,000

$7,913,000

Themajorcostitemsunderrevenuerequirementwereexplored
extensivelyby theBoardandwill beexaminedanddecidedseparately.
Certainothercostitemslisted belowreceivedlittle or no attentionby
intervenersandarebeingdealtwith asa group.

SalariesandFringeBenefitsii)

SalariesPermanent
SalariesTemporary
Overtime
DirectorsFees
FringeBenefits
LabradorTravelBenefits
GroupInsurance
EmployeeFutureBenefits
LessVacancyCredit
Total SalaryCost

$44,876,638
5,293,516
2,615,424

62,000
6,359,483

106,180
1,680,500
2,432,570

(1,000,000)
$62,426,311

TheBoardfinds that anyreductionin salarycoststo beincorporatedin
the2002testyearis bestmanagedby NLH within thescopeofthe
vacancycreditadjustmentandin theapplicationof the productivity
allowancesetby theBoard.
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iii) SystemEquipmentMaintenance
SystemEquipmentmaintenancecostsconsistprimarily of thecosts
associatedwith theHolyroodthermalplant, dieselgenerationplant
operationsandpropertymaintenance.Therevisedrevenuerequirement
for systemequipmentmaintenancefor 2002is $16,763,000.

Systemequipmentmaintenancecostsasproposedby NLH for the2002test
yearareacceptedsubjectto anyreductionby NLH resultingfrom the
i~roductivitv allowancesetby theBoard.

iv) ProfessionalServices
Professionalservicecostsin thetestyeartotal $4,340,000andconsist
primarily of consultingfeesinvolving legal,audit, softwaretechnologyand
maintenanceaswell asannualBoardassessments.This amountwaslater
revisedto $5,340,000to reflecta decisionby NLH to defera portion of the
hearingrelatedcostsinto thetestyear.

Professionalservicescostsasproposedby NLH for the2002testyearare
acceptedsubjectto anyreductionby NLH resultingfrom theproductivity
allowancesetby theBoard.

Travel
Travel costsasproposedby NIIH for the2002testyearis acceptedsubjectto
a reductionby NLH resultingfrom theproductivityallowancesetby the
Board. NLH will e directedto excludespousaltravel costsfrom regulated
expenses.NLH will alsoberequiredto file its policiesandproceduresfor
employeetravelwith theBoard.

v)

MiscellaneousCosts
StaffTraining
Donations/CorporatePromotion
Sundrycosts
DieselFuelHydro
Demandsidemanagement
Employeeexpenses
Collectionfees
Baddebtexpense
Inventorygain/loss
Municipalandpayroll tax

Less:Non-regulateddonationsand

Corporatepromotion

Total

$841,000
193,000
84,000
94,000
45,000

340,000
25,000

300,000
594,000

2,075,000
4,591,000

( 133,000)

$4,458,000
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Miscellaneouscostsasproposedby NLII for the2002testyear,including
inventorygain/loss,areacceptedsubjectto anyreductionby NLH
resultingfrom theproductivity allowancesetby theBoard.

The abovelist gaveHydro avariedopportunityto cut costsin severalmajorareasbut it is
theI.B.E.W.’sview thatHydro choseto taketherouteofslashingthesalariesof
temporaryemployees($5,293,516)in halftherebyeliminatingthe equivalentofsome60
full timeequivalentpositions.

Theunionrealizesthatby eliminatingthesemaintenancesupportworkers,in 2003, and
thesameequivalentin 2004,will meanamajorreductionin thesystemmaintenance
‘work thatis normallydone.

We seeHydro meetingcostsavingsin two areas— on temporarysalariesandin
maintenancecost.

We haveandwill continueto raisetheissueofsystemreliability andsafetybecauseof
thesecutswhichwebelieve,asexpertsin theUtility Industryknow,will mean
substantiallyhighercoststo bring thesystemup to parin thefutureandstronglyfeel that
employeesworkingonpoorlymaintainedelectricalequipmentwill meanputtingthese
employeesat unnecessaryandpossiblyfatal risks.

We donotmaketheseremarkslightly aswehavehadtwo fatalitiesandseveralnear
missesin recentyearsand stronglybelievemaintainingsystemintegrity is a mustnot
only for employeesbutto theelectricalconsumeraswell.

Without beingto verboselet metouchon anumberofissuesthat theI.B.E.W. would like
to discuss:

1. Reductionin Staff- How canHydro takeout60 full time equivalentsin 2003
andanother60 full time equivalentsin 2004yet se~noreductionin Supervisory
staff? Explanationrequired.

2. ContractingOut — theunionis still waiting for abreakdownon theLabourcosts
from contractingout informationdatedCompanyletterMarch 6, 2003. We are
alsoseekingothercontractwork thatwasnot outlinedon saidletter(i.e. work
beingcontractedto ToromountCatandBlackandMac) TheI.B.E.W. hasshown
it cancompetewith thecontractor’sandexampleswill begiven. With proper
work scheduling,I.B.E.W. believesthatby doingthemajority ofcontractingout
work ourselvescanattaina substantialdollar savings. Althoughweareawaiting
yourlabourcostbreakdowns,weestimatesavingssomewherein therangeof
$500,000- $1,000,000.

3. Consultants— We areseekingHydro’s predictedcostsfor 2003 and2004on
Consultant’sfees. The2002costwerein the$5,000,000range. TheI.B.E.W.
believesthatusingin-houseexpertisecouldgreatlyreducethecostof consulting.



We wait to seeyourconsultationcostsandhowthosecostscompareto theUtility
Industry.

4. Vehicles— TheI.B.E.W. believesthatthenumberofvehicles,in theHydro
system,is muchgreaterthanrequired: We arerecommendingthat aminimumof
15 vehiclesbe removedfromthesystem. We estimatevehiclecosts,insurance,
gas;maintenancesavingswill bein therangeof$600,000peryear. Policies
shouldbeput in placeonvehicleusageduringhoursofworkand after. We
requirediscussiononthis point andwill providemanyexamplesofmisusein
takingthis actionwill reducevehiclecostsevenfurther.

5. Travel Costs— We areseekingabreakdownon travel costsfor 2002and
expectedcostfor 2003 and2004. TheI.B.E.Wquestionstheneedfor themany
committees’that aretravelingon acontinuingbasis. Theuseofconference
calling, emailingwould reducesignificantlythecostofhotels,perdiems,vehicle
rentals,air traveletc. TheI.B.E.W. believessavingsof$300,000—400,000.can
beattainedby reducingtravel.

6. MaintenancePlanning — We believewith improvedplanningandscheduling
costsm thefollowing areascanbeattainedby eliminatingduplicationof
supervision,reducingcostsofshippingandreceiving,reducingovertimecosts,
streamliningwork ordersystemprocesses,reviewingthecurrentRCM
Maintenanceprocesses(whichhasbeenthrownoutby otherutilities) would
improvework processesandattainanestimatedsavingsof $500,000.

7. Environmental ManagementSystem— ISO 14000— We areseekingthecostof
sucha Cadillacsystemandhowthisparticularsystem,moresothanaless
expensiveone,will benefittheratepayers.

~ Early Retirement Package— We believethat, byNLII following suitwith other
utilities shouldput in placeanearlyretirementpackage.It is theI.B.E.W.’s
estimatethat atleast30 positions,atthe costof2.5 million dollars,would be
saved. This earlyretirementarrangementwould beoutsideofthePublic Service
PensionPlanandwould bea one-shotdealbetweenNLH andreducedividendsto
Government.

~9. J.D. EdwardsSystem— This systemis driving thecompanyinsteadofthe
companydriving it. All managementstaffis fully awareofthisproblem. Conduct
asurveyto seehowmanypeopleknowthechainofcommandandwho is
responsibleto getthesimplestofjobs performed.Whatis thetruebenefitof
havingall theBusinessUnit ManagerSpecialists,PlanningSupervisorsand
Plannersin place?Whatis thecostofthis system?

10. Snowmachines& ATV’s - TheI.B.E.W. advisesbetterutilization ofsnow
machinesandATV’s. I.B.E.W. will provideexamplesofmisuseandwaste.
Estimatedsavings$100,000.

11. PalmPilots & Cell Phones- INLH shouldreviewits overuseofPalmPilots and
cell phones.LB.E.W. will give examplesandbelievestheestimatedsavingsto be
in therangeof $30,000 - $40,000.

12. Computerchangeout — computerleasingandsoftwarecosts— TheI.B.E.W. is
seekingcostsin thisarea.Wewill give examplesofunnecessarychangeout.

13. Intranet— We areseekingthecostofbringingin thenewIntranet,whyit is
neededvis avis thecurrentLotusNotesSystem,electronicboardsand email



system: TheI.B.E.W. believesthis is anunnecessarycostandwould like to know
thecostofpurchaseandimplementation.

14. Tesjt~tquipment— Calibration & Maintenance—TheI.B.E.W. believessuch
Work canbe donein-houseandcouldreflecta savingsof$10,000— 15,000per
year.

15. Rentalof Office Space— St.Anthony— Theoffice shouldberelocatedto the
vacantwarehouse.Estimatedcost$75,000peryear. HydroPlaceflooring levels
shouldbe re-arrangedto allow for rentalspace.

16. Donations/CorporatePromotion— suchastheRoadReport,severalmagazines
goingto employees,donationsto socialclubs, sportsetc. Savingsto behadin the
rangeof$150,000.

U7. InventoryItemsand PurchaseofMaterial — Certainitemscanonly be
purchasedunderblanketorders.A discussionshouldbehadonhowthishas
increasedcostfor certainitemsandhow reducedinventoryitemscanimpact
CustomerService.

~l8.Litigation - TheI.B.E.W. is questioninghowmuchmoneyis paid out in litigation
for theyears2002and2003. Will forwardits commentsuponreceivingsaid
information.

19. FlameRetardant Clothing - SupervisoryPersonnel— This is not required.
I.B.E.W. estimatessavingsin therangeof $30,000—40,000peryear.

.20. Airline tickets— ProvincialAirlines providesNLH with a47%discount. We
questiontheneedfor travelonotherairlinesi.e. Air Labrador,andwewould
questionwhyNLH employeesdo not circumventthetravelagencycostsof
$48.00perbooking.

Withouthavingfiguresfor someoftheabovelisteditems, for thosethatwehaveplaced
figureson, we seea savingsofapproximately4.665 - 5.5 million.

AlthoughthereareotherareasthattheI.B.E.W. believestherecanbe savingsto, wefeel
for aninitial meeting,thesecostsavingmeasureswould be astart.

By implementingthesesuggestedcostsavingmeasureswould allowNLH to proceed
with its regularmaintenanceensuringsystemintegrityandhelping to providelow cost
electricityto theconsumers.

YoursTruly,

Bob Clarke
BusinessManager

BC/jmck.w
CAW-CanadaLocal597

c.c. HonourableRogerGrimes— Premier— Newfoundland& Labrador
HonourableWalterNoel — Minister ofMines & Energy
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