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1 (9:38am.) 1 Q. Yes
2 CHAIRMAN: 2 CHAIRMAN:
3 Q. Good morning. Perhaps we could begin. | 3 Q. Sorry for the confusion. I'll try and -
4 think conversation, if you will - 4 AUDIENCE:
5 AUDIENCE: 5 Q. Movecloser to the mike.
6 Q. Couldyou speak up? 6 CHAIRMAN:
7 CHAIRMAN: 7 Q. Pardon?
8 Q. Theconversation, if you will, will have to be 8 AUDIENCE:
9 kept to aminimum. We do not have amplifying 9 Q. Closer to the mike.
10 mikes here. | will certainly try and project 10 CHAIRMAN:
11 my voice asbest | can. Can you hear me down 11 Q. Closer to the mike. | figured distance would
12 in the back? 12 be better. Okay. Good morning, my apologies.
13 AUDIENCE: 13 There are about ten times as many people here
14 Q. No. 14 this morning and it shows the level of
15 CHAIRMAN: 15 interest, | think, here in this area certainly
16 Q. Isthereamike up here? 16 in relation to this application and we' ve been
17 AUDIENCE: 17 able previoudy to accommodate people, | think
18 Q. Why don’t you stand up, b'y? 18 in aroom whichis quarter thissize and
19 MS. NEWMAN: 19 consequently, we haven't required the
20 Q. Chair, the mikemight interfere with the 20 amplifying equipment, but nevertheless,
21 recording equipment. That’s the problem. 21 hopefully you can hear mein the back and
22 CHAIRMAN: 22 we'll do thebest we can throughout the
23 Q. Wadll, if they can't hear, they can’t hear. 23 proceeding here this morning, so that
24 Now can you hear me? 24 everybody will be able to hear as best we can.
25 AUDIENCE: 25 We' d probably have to invite the witnesses up
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1 here later on, but in any event, we' Il address 1 Secretary. To her left isDwanda Newman,
2 as we proceed. 2 who's our in-house legal counsel, and to her
3 Good morning. I'd liketo take the 3 left is Mr. Mark Kennedy, who has been
4 opportunity to welcome everybody here, both 4 retained asBoard hearing counsel for the
5 parties participating certainly on an ongoing 5 purposes of this hearing. At this pointin
6 basis in this public hearing, and in 6 time, I'll call upon the legal counsdl for the
7 particular, persons and organizations who have 7 parties to introduce themselves and those who
8 taken the initiative to attend this portion of 8 are accompanying them and with them for the
9 the hearing herein Labrador West. 9 session here this morning. Ms. Greene.
10 My nameis Bob Noseworthy and I’'m chair 10 GREENE, QC:.:
1 and ceo of the Public Utilities Board and I'll 11 Q. Good morning, Mr. Chair, Commissioners, ladies
12 explain alittle about the role of the Board 12 and gentlemen. My name is Maureen Greene. |
13 injust amoment, but for purposes of this 13 am counsel for Newfoundland Hydro.
14 hearing, I’'m serving as the Chair of the panel 14 AUDIENCE:
15 which has been delegated the responsibility to 15 Q. Can't hear you.
16 make decisions on this rate application by 16 GREENE, Q.C.:
17 Hydro. My colleagues joining me on the panel 17 Q. And with me isWilliam Wélls, the President
18 are, to my immediate left in front, Ms. 18 and Chief Executive Officer.
19 Darlene Whalen, who's Vice-Chair of the Public |19 HEARN, Q.C.:
20 Utilities Board, and on my right here is 20 Q. Mr. Chairman, Edward Hearn. 1’'m counsel for
21 Commissioner Fred Saunders, who isaretired 21 the Towns of Labrador City and Wabush.
22 businessman and now residesin St. John's. On 22 CHAIRMAN:
23 the table to my far right here, sitting to the 23 Q. If youcould, could! ask you just torise,
24 left, isMs. Cheryl Blundon. You would have 24 Ms. Greene, and just for purposes now of the
25 heard her previously. She's the Board 25 introduction please.
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1 GREENE, Q.C.: 1 Refining Limited, and Voisey’s Bay Nickel
2 Q. My nameisMaureen Greene. | am counsel for 2 Limited.
3 Newfoundland Hydro, and with meis William 3 The purpose of thispart of the hearing
4 Weélls, the President and Chief Executive 4 is essentially twofold here today in Labrador
5 Officer of Newfoundland Hydro. 5 West. One isto provide an opportunity for
6 HEARN, Q.C.: 6 public input and comment on the General Rate
7 Q. Edward Hearn for the Townsof Labrador City 7 Application of Hydro, and the second part of
8 and Wabush. Good morning, everybody. 8 the hearing that will be conducted here today
9 BROWNE, Q.C. 9 isa portion of the evidentiary proceedings
10 Q. Dennis Browne, the Province's consumer 10 associated with the hearing, to alow evidence
11 advocate. 11 to be specifically presented on the Labrador
12 MR. HAYES: 12 Interconnected System and how it will affect
13 Q. Counsel for Newfoundland Power, and | have 13 Labrador West. Part of these evidentiary
14 with me Pat Ryan, who's our Director of 14 proceedings were conducted regarding the cost
15 Regulatory Compliance. Good morning. 15 of service last week, when Mr. Hearn had the
16 CHAIRMAN: 16 opportunity to cross-examine Hydro's cost of
17 Q. Thank you. | would like, in addition to the 17 service expert, Mr. Greneman, and present his
18 intervenors here this morning, to indicate 18 own expert, Mr. Drazen, and the remaining
19 that the Industrial Customers are aso 19 evidentiary portion of the hearing will be
20 intervening in this application as well. They 20 conducted here thismorning with Mr. Sam
21 aren’t in attendance thismorning. And the 21 Banfield, who's Director of Customer Relations
22 Industrial Customers comprise and represent 22 with Hydro, and he will be presenting evidence
23 Abitibi Consolidated Company of Canada, Grand |23 on behalf of Hydro. I'll ask Ms. Greene
24 Falls and Stephenville divisions, Corner Brook 24 momentarily to speak to the Application a
25 Pulp and Paper Company Limited, North Atlantic |25 little bit later.
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1 I would like to provide alittle hit of 1 municipal councils, economic development
2 background, at this point in time, about the 2 associations, chambers of commerce, service
3 role of the Board and the Application itself. 3 clubs, to express their views directly to the
4 Pursuant to The Public Utilities Act, Hydro 4 Panel. These so-called public participation
5 are seeking approval to increase ratesto be 5 days have been scheduled this week for
6 charged for the supply of electricity to its 6 Stephenville, Corner Brook, Labrador West and
7 customers, including its major retail 7 Happy Valey-Goose Bay, and later in St
8 customer, Newfoundland Power, and its large 8 John's. We' vedready been to Stephenville
9 Industrial Customers, both of whom, along with 9 and Corner Brook earlier in the week.
10 the Consumer Advocate and L abrador City/Wabush 10 For those of you in attendance who may
1 are intervenersin this public hearing. 1 not be familiar with therole of the Public
12 Essentialy, this application affects 12 Utilities Board and the process we follow in
13 every user of electricity inthe Province, 13 hearing a General Rate Application, with the
14 whether they are serviced by Hydro or 14 indulgence again of counsel for the parties, |
15 Newfoundland Power, and the application will 15 will take just a brief moment to explain each.
16 impact future rates each customer will pay for 16 The Board is a quasi-judicial,
17 its eectricity.  Customers include 17 independent agency which derives its authority
18 householders, small businesses, industry, 18 to conduct this hearing from Provincial
19 institutions, municipalities and others, 19 statutes and legidation, primarily The Public
20 whether located in urban or rural communities 20 Utilities Act and The Electrical Power Control
21 throughout the Province. It is with this mind 21 Act. The Board has an obligation under this
22 that the Board, in cooperation with the 22 legislation to regulate electric utilities
23 applicant and intervenorsis providing this 23 operatingin the Province and thisincludes
24 opportunity  for individuals and 24 Hydro. The Board in total consists of nine
25 representatives of organizations, be that 25 commissioners and the three of us appointed to
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1 CHAIRMAN: 1 businesses, industries, institutions or
2 this panel have been charged with hearing this 2 governments, whether small or large users of
3 particular application by Hydro and in 3 electricity.
4 accordance  with our legislative 4 Having described alittle about the role
5 responsibilities, we have aduty to hear the 5 of the Board, | would liketo spend another
6 evidence presented by the applicant and the 6 brief moment on the public hearing process
7 intervenors and other interested parties, and 7 itsalf.
8 at the end of the process, render afair and 8 Hydro submitted the application on May
9 equitable decision on electrical rates and 9 the 21st, at which time anotice of public
10 other regulatory matters arising from the 10 hearing was advertised throughout the
11 application. 11 province. Following this, pre-hearing
12 The statutes require the Board to make 12 conferences were conducted by the Board for
13 rate decisions that are fair and not 13 the purposeof establishing therules and
14 discriminatory and the legislation requires 14 procedures governing the hearing and also to
15 that the utility be allowed to earn ajust and 15 decide on various motions filed by the
16 reasonable financial return. The legislation 16 parties. Also inadvance of the hearing,
17 also dictates that power be delivered to 17 evidence wasfiled by Hydro on behalf of its
18 customers at the lowest possible cost, while 18 company and expert witnesses who were slated
19 ensuring safe and reliable service. In 19 to appear during the hearing and requests for
20 fulfilling itsresponsibilities, the Board 20 information were exchanged and responded to
21 must protect theinterests of al parties, 21 between the participating parties. The public
22 including producers, retailers and consumers 22 hearing itself began on October the 6th and
23 of electricity. Indoing this, it must also 23 has been ongoing since that time, while
24 strive to balance the interests of each class 24 allowed scheduled dates off for the Board and
25 of consumer, whether they be households, 25 parties to attend to other business.

Page 11 Page 12
1 The public hearing process provides for 1 Newfoundland Power, is only appealable to the
2 Hydro, through its counsel, to present 2 Courts.
3 evidence supporting its application by calling 3 The purpose of this processisto ensure
4 various company and expert witnesses. Each of 4 that all the necessary evidence required to
5 the parties intervening in the hearing, 5 reach a determination on rates and other
6 through their respective counsel, have the 6 matters contained in the application is
7 opportunity to question and examine Hydro 7 presented to the Panel. This process enables
8 witnesses and in turn present other opinions 8 the Panel to assess all the issues covered by
9 from their own experts, which isalso the 9 the application and render a fair and
10 subject of cross-examination by the remaining 10 equitable decision that will serveto balance,
11 parties and you'll witness some of that here 11 hopefully in the best way possible, the
12 this morning, in terms of the evidentiary 12 interests of all stakeholders.
13 portion of the hearing that | referred to 13 The public hearing is expected to
14 earlier. 14 substantially conclude within a couple of
15 The processitself is somewhat similar to 15 weeks, and following final argument by the
16 a Court proceeding and followsthe normal 16 parties and consideration of the complete body
17 rules of natura justice, in terms of 17 of evidence by the Panel, aBoard Order will
18 fairness, openness and transparency. These 18 be issued containing a series of findings on
19 decisions and the ordersthat arise from them 19 the proposed rates and other matters submitted
20 are not simply recommendations to government, |20 by Newfoundland and Labrador Hydro in their
21 aswould have been the situation prior to 21 application.
22 Hydro becoming afully regulated utility in 22 Asl indicated earlier, this part of the
23 1996, but by virtue of the legidlation that 23 hearing is to provide persons and
24 changed at that time, an order of the Board 24 organizations, such asthose presenting here
25 affecting Hydro, and for that matter, 25 today, to have an input and comment--to
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1 CHAIRMAN: 1 hearing process and will be carefully examined
2 provide input, excuse me, and comment on the 2 by the Panel in issuing itsfinal order.
3 proposed rate increases and any other issues 3 Before we begin, there are just a couple
4 arising from the application that may impact 4 of matters concerning today’s proceedings,
5 them. Thiscan bedoneinoneof two ways, 5 which | would like to review. The proceedings
6 either by oral presentation, which isbeing 6 indeed are being recorded under the
7 heard here today, or by letter of comment 7 supervision of the Board Secretary, Ms.
8 which can be filed with the Board at any time 8 Blundon, and will be substantially transcribed
9 prior to the close of the hearing. Letters of 9 for the public record. In addition,
10 comment can be submitted by simply contacting |10 presenters will be sworn in and/or affirmed to
11 the Board Secretary, Ms. Blundon, who will 11 make this an official part of thebody of
12 provide al the necessary information 12 evidence before the Board. The Board’smain
13 concerning addresses and answer any questions 13 goal isto get thefactsontherecord ina
14 that you may have. 14 way that is convenient to the presenters and
15 All the oral and written materials 15 while | realize this may appear a little
16 submitted by the individuals and organizations 16 formal, we are heretolistento your views
17 will form a part of the official record for 17 and comments and we want you to express them
18 this hearing. The oral submissions presented 18 in the way you feel most comfortable. We do,
19 today, along with any letters of comment, will 19 | think, have about seven presentations or so
20 combine with the documentation resulting from 20 heretoday. We will be proceeding with the
21 the formal proceedings and will contribute to 21 first presentation initially from the Iron Ore
22 the total body of evidencewhich will be 22 Company of Canada, and following that, we will
23 considered by this Panel inrendering its 23 be having the remaining evidentiary part of
24 decisions. So what you say here today 24 the proceeding, and following that, we
25 certainly constitutes an important part of the 25 continue on with our public hearing or with
Page 15 Page 16
1 our public presentations, | should say. 1 CHAIRMAN:
2 All documents filed throughout this 2 Q. Sure
3 hearing, including the daily transcripts, are 3 MS. NEWMAN:
4 availableindeed onthe Board's website and 4 Q. OnJuly 23rd, 2003--can everybody hear me back
5 this will include a transcript of today’s 5 there? Doing all right, okay. On July 23rd,
6 proceedings and anybody wishing acopy may 6 2003, the Board received a complaint from the
7 request those through Ms. Blundon, the Board 7 Towns of Labrador City and Wabush, and I'll
8 Secretary, and we will certainly do our best 8 just read you the complaint now, for your
9 to get them to you as quickly as possible. 9 information.
10 With regard to the timing of this 10 "The Town of Labrador City and the Town
1 morning, I’d like to see where we are with the 1 of Wabush hereby make a complaint that Hydro's
12 evidence throughout the morning and we 12 proposed rates for Labrador West are
13 certainly will be taking a break later on, but 13 discriminatory and requests that the Public
14 I'djust liketo play that by air for now. 14 UtilitiesBoard conduct a hearing into the
15 Ms. Newman, are there any other mattersbefore |15 appropriate rate calculation methodology for
16 we begin? If you could stand up, please. 16 the Labrador Interconnected System."
17 MS. NEWMAN: 17 Upon receiving that complaint, the Board
18 Q. Just acouple of preliminary matters. Please 18 published notice of the complaint in papers
19 don’t comein through here when you're coming |19 throughout the Province, starting on September
20 up. Make sureyou avoid the middle section. 20 20th. It wasscheduled to be heard in
21 There'salot of wiresand stuff there, so | 21 Labrador City on November 30th--on November
22 think we're going to have everybody go up 22 3rd rather, and on October 29th, | believe,
23 there eventually and make your way around that 23 yes, October 29th, we received arequest from
24 way. Also, | guess| should speak to the 24 the Towns, from both Towns, for a postponement
25 complaint? 25 of the proceedings from November 3rd. Upon
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1 MS. NEWMAN: 1 seeking increases in the rates that it charges

2 receipt of the request, all the parties agreed 2 al of its customers. Asl’'m sure that the

3 that the proceedings could be postponed to a 3 primary interest here this morning is the

4 |ater date and that to do that, and to allow 4 Labrador Interconnected System, | will deal

5 the experts to testify, that the experts would 5 only with that System at thistime.

6 testify in St. John’sand that Sam Banfield 6 | thought first before we actually dealt

7 would testify in Labrador City. So here we 7 with the proposals for the Labrador

8 aretoday, later scheduled to begin and the 8 Interconnected System, | would givea very

9 experts’ testimony was heard on November 20th 9 brief outline of the historical context that
10 in St. John’s. That'sit. 10 led us here today.

11 CHAIRMAN: 11 Hydro currently has responsibility for

12 Q. Thank you. I'll call upon Ms. Greene now, if 12 the Happy Valley-Goose Bay area and the

13 you don't mind, to make a--yes, sure, please. 13 Labrador West area. We assumed responsibility

14 (10:03 am.) 14 for these areas at different timesand | would

15 GREENE, Q.C.: 15 liketo review that with you briefly now,

16 Q. Good morning, Mr. Chair, Commissioners, ladies 16 because | think it helps put the current

17 and gentlemen. | have a brief opening 17 application in context.

18 statement that the Board has traditionally 18 Hydro first became responsible for

19 asked the applicant to make at the beginning 19 distribution inthe Labrador East area in

20 of the hearing in St. John's, aswell asat 20 December 1976--the power distribution district

21 each public session. The comments that | have 21 for which Hydro assumed all responsibilities

22 this morning deal only with the issues for the 22 in 1989 took over the responsibility of

23 Labrador Interconnected System. 23 distribution in the Goose Bay area that has

24 Asthe Chair has already mentioned, Hydro 24 previously been supplied by the Federa

25 filed its application inMay of this year 25 Department of Public Works. Theissue of the
Page 19 Page 20

1 rates charged inthe Happy Valley-Goose Bay 1 discontinuing the distribution of electricity

2 areawas one of theitems considered by the 2 in thetowns in Labrador West. So in 1979,

3 Public Utilities Board in its hearing on the 3 the Board recommended that the Labrador

4 rates charged by what was then PDD and the 4 Interconnected area should be considered as

5 hearing was held in the fall of 1978 and went 5 itsown distinct region for cost of service

6 into 1979. TheBoard, inits 1979 report, 6 purposes and for rates.

7 made a number of recommendations which are 7 At that time, the Board recommended the

8 dtill relevant today and which affect the 8 specific rates to be charged in Happy Valley-

9 issues that are before the Board today. 9 Goose Bay and stated that the rates should be
10 In its 1979 report, the Board recommended 10 those charged by Newfoundland Power on the
11 that there be three separate areas for rate 11 Island Interconnected System, including the
12 setting purposes. The Isolated Diesel Systems 12 application of the then fuel adjustment
13 would be one system and that would include 13 charge. Sothiswasin 1979.

14 thosein Labrador and those on the island. 14 In 1981, theratesin the Happy Valley-

15 The second area would be the Island 15 Goose Bay area, as aresult of aBoard Order,
16 Interconnected System, and thethird area, 16 were set to be the same as charged by

17 even back in 1979, the Board recommended that 17 Newfoundland Power toits customerson the
18 there be a Labrador Interconnected System. 18 Island Interconnected System, but this time
19 While Hydro, at that time, only had 19 the fuel adjustment charge was dropped. The
20 responsibility in the Happy Valley-Goose Bay 20 rates in the Happy Valley-Goose Bay areawere
21 area, the Board said initsreport it could 21 frozen from this Order of the Board in 1981
22 not overlook the fact that Happy Valley-Goose 22 until 2002 when new rates were set for all of
23 Bay was interconnected to Labrador West, and 23 Hydro's customers. Sothat was the Happy
24 even at that time, there was an understanding 24 Valley-Goose Bay area.

25 that the mining companies would be 25 Hydro next assumed responsibility for the
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1 GREENE, Q.C. 1 significant contribution in ad of
2 Town of Wabush in 1985. Wabush Mines had been 2 construction of $3 million.
3 providing service to the residents and 3 Soin 1985, the Public Utilities Board
4 businessesin the Town of Wabush under the 4 approved Wabush Mines discontinuing servicein
5 termsin an agreement between Wabush Mines and 5 the Town, and approved Hydro assuming
6 the Public Utilities Board dated December 6 responsibility. The rates charged to
7 1965. This agreement exempted Wabush Mines as 7 customers at that time remained asthey were
8 apublic utility under The Public Utilities 8 until the end of 1985, and then we had two
9 Act, however anumber of sections, including 9 hearings in Wabush with respect to the rates
10 the obligation to provide a safe service, did 10 to be charged. Therateswere increased in
11 apply. Apparently service in the town 11 1986 and again, new rates were set in 1987 and
12 deteriorated and the Town of Wabush made a 12 1988, and | wasat the public hearing with
13 complaint to the Public Utilities Board in the 13 respect to theratesin Wabush back in the
14 1980s which led to an independent study by the 14 80s. So new rates were set and they were not
15 Public Utilities Board. At that time, in 15 changed until 2002.
16 early 1985, the Board wroteto Wabush Mines 16 Looking now at Labrador City, Hydro
17 and ordered it to upgrade the system to a safe 17 assumed responsibility for the distribution
18 and reliable system. Discussions then 18 system in Labrador City in 1992. Again, there
19 followed between the Government of 19 were discussions between Hydro and the Iron
20 Newfoundland and Labrador, Wabush Mines, and 20 Ore Company of Canada, as the mining company
21 Hydro, and it was agreed that Hydro would take 21 wished to remove itself from the distribution
22 over responsibility for the electrica 22 of electricity in the Town. 10c, like Wabush
23 distribution systemin the townand Hydro 23 Mines, had an agreement with the Public
24 would upgrade it to the required distribution 24 Utilities Board which had exemptedit as a
25 standards, with Wabush Mines making a 25 public utility under The Public Utilities Act.
Page 23 Page 24
1 Again, itwas agreed that there would be 1 The Towns of Labrador City and Wabush were
2 upgrading to the distribution system in 2 represented during this hearing, as they were
3 Labrador City and thelron Ore Company of 3 during the rate hearings held back in the 80s
4 Canada made contributions to the upgrading of 4 on therates to be set herein thisarea.
5 that system. 5 Theissue of therates charged by Hydro
6 At the time of Hydro assuming 6 to all of its customers, its direct customers,
7 responsibility for the distribution system, 7 was again considered by the Public Utilities
8 the Board approved Hydro charging the same 8 Board in a hearing which began in 1995 and in
9 rates as had been charged by 10cC at thetime 9 its 1996 report, the Board made a number of
10 of the takeover, and the rates remained the 10 recommendations with respect to Hydro's rural
11 same until 2002. 11 customersand with respect to Labrador, the
12 The issue of the cost of service 12 Board again recommended that there be a
13 methodology which Hydro usesto set rates for 13 separate cost of service study for the
14 al customers was reviewed by the Board 14 Labrador Interconnected System, including
15 beginning in 1992. One of the issues 15 Labrador West and the Happy Valley-Goose Bay
16 considered in the hearing was the appropriate 16 area.
17 methodology to be used for the Labrador 17 Theissue wasraised again during our
18 Interconnected System, and that isfor the 18 last general rate application, which was
19 Happy Valley-Goose Bay area and for Labrador |19 commenced in 2001 and in which the Order of
20 West. 20 the Board was issued in 2002. In its
21 In February 1993, the Board, following a 21 decision, the Board again found that the
22 hearing at which there were expertson the 22 Labrador Interconnected System should be
23 cost of service, issued its report and 23 treated as one system for the purposes of
24 recommended that there be one cost of service 24 setting rates for the customers that we serve
25 study for the Labrador Interconnected System. 25 in these areas, and they directed that Hydro
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1 GREENE, Q.C.: 1 was in 2002, the Board directed Hydro to
2 file afive-year plan for the commencement of 2 commence the phase in of uniform rates over a
3 the phase in of the uniform Labrador 3 five-year period, and Hydro didfile that
4 Interconnected rates. 4 proposal with its May application. Evidence
5 We can see from that brief outline of the 5 was filed by Hydro and this morning you will
6 history that the issue of the appropriate 6 hear from Mr. Sam Banfield, as Director of
7 rates for Labrador East and Labrador West has 7 Customer Services, outlining what the specific
8 had avery long history. It began in 1979, 8 proposed changes are for each of the rate
9 with the first report of the Public Utilities 9 classes.
10 Board. It was addressed again in 1993, 1996 10 After we filed our General Rate
11 and 2002. 11 Application in May, it had also been agreed
12 Following the filing of our General Rate 12 that we would update the dataused in that
13 Application in May of this year, the 13 application. 1I’'m sure you will appreciate
14 Lieutenant Governor-in-Council directed the 14 that these processesare lengthy. They're
15 Board to consider once again whether it was 15 also complicated. At thetimewe filed, we
16 appropriate to consider Labrador East and 16 had used data that was from theend of 2002
17 Labrador West as one area for the purpose of 17 and early 2003, with forecasts for such things
18 setting rates, or whether it should be 18 as foreign exchange rates, interest rates and
19 considered as two distinct areas, and that is 19 No. 6 fuel pricesthat were current at that
20 one of theissuesbefore the Board inthis 20 time. Soaspart of thenormal processin
21 hearing and I’ m sureit’s one of the issueswe 21 these rate applications, Hydro filed an update
22 will be talking about today. 22 to reflect more current information, including
23 I'd like now to turn very briefly to what 23 more current forecastsof such things as
24 Hydro' s proposals areat thistime. As | 24 interest rates and foreign exchange rates.
25 mentioned in the last Order of the Board that 25 On October 31st of thisyear, Hydro filed
Page 27 Page 28
1 arevised applicationto reflect this more 1 current ratesin effect in Happy Valley-Goose
2 recent data, which is part of the normal 2 Bay area, that there would be no increasein
3 process. Thisrevision affected the rates 3 the rates charged to domestic customers there.
4 charged by Hydro to all of its customerson 4 In the Labrador West area for 2004,
5 the Island Interconnected System and the rates 5 approximately 86 percent of the domestic
6 herein Labrador. The October 31st revision 6 customersin Labrador West would see increases
7 contained two changes from the previousfiling 7 of between 25 and 29 percent, and we will
8 which did impact the rates that we are 8 explain the reasonsfor the proposed rates
9 proposing for the Labrador Interconnected 9 through Mr. Banfield' s evidence.
10 System. The two changes being areduction in 10 In the general service class, which are
11 the revenue credit that gets applied as a 11 the small businesses, general service2.1, in
12 result of secondary sales to Five-Wing Goose 12 the Happy Valley-Goose Bay area 27 percent of
13 Bay, and anincreasein cost associated with 13 those customers will see increases of between
14 the termina station here in Wabush, over and 14 21 and 28 percent, and 30 percent of the
15 abovewhat we had included in the previous 15 customers will seeincreases of between 28 and
16 filing. The revised evidence of Mr. Banfield 16 34 percent. That'sin the Happy Valley-Goose
17 explains the changes in the filing and 17 Bay area. In Labrador West, the general
18 explains how it impacts the rates proposed. 18 service customers will have various increases,
19 I'd like now to briefly outline what the 19 depending on the rate class that they arein
20 proposed rates are. We are proposing, as| 20 and the actual percentage increases for each
21 mentioned, a five-year phase in of uniform 21 of those classes are explained in Mr.
22 rates. Thisinvolvesthe fact it would be 22 Banfield's evidence.
23 automatic rate adjustmentson January 1 of 23 Hydro had originally proposed the rate
24 each year until 2008. With regard first to 24 increases for any customer group be limited to
25 2004, Hydro is proposing, as aresult of the 25 20 percent. However, with the reduction in
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1 GREENE, Q.C.: 1 the order. And in the course of that process,
2 the credit through the Five-Wing Goose Bay 2 there are revisions, there are changes, and we
3 sales, this was not possible to achieve a 3 did have arevision here in the October 31st
4 five-year phase in for the uniform rate 4 filing. We had one in the August filing. And
5 structure.  So thatis why some of the 5 undoubtedly the rates that flow from this will
6 customer groups see increases in excess of 20 6 depend on the actual decisions of the Board
7 percent. 7 following the conclusion of the hearing.
8 | would like to point out that the rates 8 Sothat’s avery brief outline of the
9 that | just very briefly outlined and that are 9 issues affecting the Labrador Interconnected
10 in detail in Mr. Banfield's evidence are based 10 System. As | mentioned at the beginning, |
11 on Hydro’s October 31st revision, and they are 11 didn't planto go throughthe other rate
12 based on the assumptions that were used by 12 classes, such asthe Industrial Customers on
13 Hydro in filing that application. Obviously 13 the island or the Idland Interconnected
14 they may not bethe final ratesthat are 14 customers or the Isolated Rural Customers at
15 actually implemented because that depends on 15 thistime because | don’t think that isthe
16 the Board Order and the disposition of the 16 interest of the audiencethat’s here today.
17 various issues that arise in this case. 17 Through Mr. Banfield, wewill be explaining
18 During any rate case, there arerevisions as 18 what the increases are for the various
19 the case proceeds and the final rates aren’t 19 customer classes, and at thistime, | would
20 known until we receive the actual Board Order. 20 like tothank you for your attention and
21 So again, thisisalengthy process. We 21 hopefully you found some of the information
22 actually started preparing for this 22 useful to you inyour review of some of the
23 application well over ayear ago, and it will 23 issues. Thank you.
24 be another period of time before we receive 24 CHAIRMAN:
25 Q. Thank you, Ms. Greene. 1I'm now going to call
Page 31 Page 32
1 upon two presenters from the Iron Ore Company 1 to project -
2 of Canada, if you'd come forward please. 2 CHAIRMAN:
3 First of all - 3 Q. Okay.
4 MR. PORTER: 4 MR. PORTER:
5 A. Excuse me, Mr. Chairman, representatives from 5 A.lthink you'll be ableto pick my voice up on
6 thelron Ore Company of Canadaand Wabush 6 the mike. Mr. Chair, Commissioners, first of
7 Mines. 7 al, I'dlike, onbehalf of thelron Ore
8 CHAIRMAN: 8 Company of Canada and Wabush Mines to thank
9 Q. AndWabush Mines, yes, apologizefor that. 9 you for the opportunity to present to you this
10 Mr. Dave Porter, who isVice-President of 10 morning. As was indicated in the
11 Human Resources with the Iron Ore Company of 11 introductions, my name is Dave Porter. | have
12 Canada. 12 responsibility for community mattersat the
13 MR. DAVID PORTER (SWORN ) 13 Iron Ore Company of Canada and my colleague,
14 CHAIRMAN: 14 John McGrath has interest in the same sort of
15 Q. Thank you. NextisMr. John McGrath, who's 15 matters on behalf of Wabush Mines.
16 Director of Human Resources with Wabush Mines. 16 The matter before us today has actually
17 MR. JOHN MCGRATH (SWORN ) 17 been something that the two iron ore companies
18 CHAIRMAN: 18 have been involved in for sometime, aong
19 Q. Thank youvery much. When you're ready, 19 with the other members of the community, and
20 gentlemen, and get organized here. We're just 20 one of the reasons for that is the
21 going to move over here now. 21 significantness of this issue on our
22 (10:22 am.) 22 businesses. If | could, before we start
23 MR. PORTER: 23 through the agenda, leave with the short form
24 A.Actualy, if you don't mind, I’'m going to 24 take-away from our presentation this morning,
25 stand here. It'll give mea bit of achance 25 it would be very simply three things, and I’d
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1 MR. PORTER: 1 of electrical expertise.

2 ask that you keep thesein the back of your 2 The impact of the Labrador Interconnect,

3 mind for your deliberations. 3 asits been referred to in these hearings, on

4 Thefirst take-away would bethat the 4 the mineis significant, and as we said would

5 proposal for the residential rate increasesin 5 have the net effect of 10Cc and Wabush paying

6 Labrador West would not atrivial matter to 6 twice for infrastructure. Labrador West

7 either the residents or the iron ore companies 7 infrastructure was paid for by the mines when

8 in Labrador West. Theseare, in fact, very 8 it was originally put in place, as you heard,

9 significant issuesto us. 9 back in the 60s, through an organization
10 The second one would bethat it isour 10 called Twinco, which existsto today andis
11 view that the Iron Ore Company of Canada and 11 involved in the transmission of high voltage
12 Wabush Mines have already paid a significant 12 eectricity from Churchill Fallsinto Labrador
13 sum of money for coststhat are now being 13 West. Secondly, as you heard a couple of
14 redistributed across Labrador and in fact, the 14 moments ago, both local distribution systems
15 net result of that will befor usto pay for 15 were built and established by the mining
16 those things twice. 16 companies and turned over to Newfoundland
17 Thethird take-away would beisif there 17 Hydro for nominal fees, with investments being
18 was ever in the history of the iron ore 18 made after that turnover to upgrade those
19 business not a timeto pass costs on to 10C 19 distribution systems to Hydro' s standards.
20 and Wabush Mines, it would be now, and I’'d ask |20 The second point thereisthat truly the
21 you to keep those three thoughtsin the back 21 two iron ore mining companies are the reasons
22 of your mind. 22 for Labrador West and Labrador West are the
23 Bear with us. Our evidenceisgoing to 23 reasons that the two mining companies are able
24 be with respect to our business, with respect 24 to survive. We're inextricably linked and the
25 to wherewe arein--not so much in the light 25 cost of living in Labrador West is an

Page 35 Page 36

1 important factor in being able to attract and 1 those of you that haven't spent alot of time

2 toretain qualified, skilled people to make 2 here, Labrador City and Wabush, located in

3 our businesses successful. In fact, from the 3 western Labrador. Ironin other metal mines

4 very beginning, back in the 60s when 10c and 4 in the world are generally not located close

5 Wabush owned these systems themselves, 5 to major centres. It'sareality that we have

6 decisions were made to provide these services 6 to deal with, but it isasignificant factor

7 at costs that were obviously highly subsidized 7 in terms of being able to attract and retain

8 for the purposes of being able to attract and 8 qualified people. Folksliketo livein areas

9 retain those people. That from theiron ore 9 where they have better servicesand there
10 businessiswhat it’ s all about. 10 therefore needs to be offsetting opportunities
11 I'd like to cover four things. First of 11 for peopleto comeand live and continueto
12 al, if you would bear with us, I'd liketo 12 live in Labrador West. That's why the
13 overview alittle bit about our businesses and 13 decisions were made starting way back in the
14 our linkages with Labrador West and in 14 very beginning of the development of the
15 particular, our contributions. Secondly, I'd 15 community and the organization here in
16 liketo talk alittle bit about the electrical 16 Labrador West and continues through to today.
17 infrastructure history, which has already been 17 That linkage of history is very important.
18 talked about. Thirdly, I'd like to talk about 18 It's said that golf is a game that
19 theimpact of the Interconnect rate on the 19 involves puttinga small holein an even
20 mines and in particular, where we are in our 20 smaller holewith tools entirely designed
21 business right now. And lastly, talk alittle 21 incorrectly for the job. If you wereto pick
22 bit about 10C’'senergy consumption reduction 22 aplace tomine ironore, it would not be
23 initiative as part of something that we feel 23 Labrador West, because the circumstances and
24 is very important as we go forward. 24 the conditions are likely amongst the harshest
25 First of all, alittle bit of context for 25 in the earth and everyone el se that we compete
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1 MR. PORTER: 1 formula.
2 with around the face of the earth, all work in 2 You're sitting here in kind of the middie
3 more advantageous circumstances than do 10c or 3 right-hand side of that picture, Labrador
4 Wabush, and in fact, the use of electricity is 4 City, amining community incorporated in 1962,
5 a key component to us being able to do that. 5 population of about 9.000 people. As |
6 Theiron oreminesin Labrador West are 6 mentioned earlier, harsh climatic environment,
7 involved in three different types of products. 7 something that everybody takes into
8 Essentially we sell only two, and there’'sa 8 consideration when they consider moving to
9 real good logical market reason for that. We 9 Labrador West to work for the iron ore
10 mine ore. That ore gets upgraded to 10 companies. In terms of hydroelectric
11 concentrate. What that upgrading process does 11 distribution, you might notice avery neat
12 is remove fundamentally impurities and 12 compact footprint, anissuein terms of cost
13 increase the iron content and for both mining 13 distribution.
14 companies, we then turn that concentrate into 14 Wabush, same sort of look, different
15 something called aniron orepellet. What 15 size, incorporated dlightly later in 1967,
16 sitsthere beforeyou in the picture doesn’'t 16 population of about 2,300 people, aso
17 look very sophisticated, but in fact, those 17 fundamentally residents for the purposes of
18 products are valued around the world by the 18 working at the two iron ore mines.
19 stedl industry and what makes both of our 19 A little bit of background on what we do
20 businesses successful isour ability to add 20 asabusiness and why it’s so important that
21 that value and that value comes from the use 21 wedo it best. On an annual production basis
22 of power and people sskills. Wecan do it 22 inmining ore, theleft-hand sideof that
23 better than anyone else inthe world. We 23 pictureisioc'slargest (unintelligible) main
24 pride ourselves on that. Our customers credit 24 pit. From that and one other mining area, we
25 usfor that, and it’s all part of a successful 25 remove between 36 and 43 million tonnes of
Page 39 Page 40
1 product ayear. To put in context, that would 1 Wabush concentrator at six million tonnes of
2 build asmall ski mountain every year. It's 2 capacity. Next, I'll show you the 10C
3 important for usto work in that volume to be 3 concentrator, which isinthe foreground of
4 competitivein the business we'rein. The 4 this picture, with about 17 million tonnes of
5 reserves are huge, about 1.4 billion tonnes. 5 capacity and plans an opportunity to increase
6 If you do the math, we have about 50 years of 6 it between 20 and 21 million tonnes. Inthe
7 opportunity to continue to produce from 7 background isthe 10c pellet plant, whichis
8 Labrador West, and the resources are estimated 8 located here in Labrador West and its current
9 to be about four billion tonnes. So we have 9 capacity is 12.5 million tonnes. | guess what
10 quite an opportunity to continue to build on a 10 wewanted to doisgive you asense of the
11 history of success here. Wabush Mines 11 size, asense of the investment, and a sense
12 production rate is slightly smaller, but many 12 of the magnitude of the initiative we have on
13 of the same fundamentals, at about 17 million 13 the go here in Labrador West.
14 tonnes. 14 Once both companies have managed to make
15 I mentioned the product typesthat we 15 either concentrator or pellets at this point
16 have. Thefirstisconcentrate. Theironin 16 in time, we needto get the product to
17 Labrador West ismined on average at about a 17 customers. That happens through a railway
18 38 percent iron content. The people that we 18 that’ s wholly owned by the Iron Ore Company of
19 compete with in the world actually mineit at 19 Canada called the Quebec North Shore and
20 closer to 60 percent iron content. It'svery 20 Labrador Railway, which operates 588
21 important for usto upgrade our product to 21 kilometres of railway, including services from
22 that standard. Theway that wedo thatis 22 Sept-lles to Schefferville and into Labrador
23 through something we call a concentrator, 23 West. It'samodest railway by international
24 which is a massive structure that works 24 standards, but it does have 27 sidings, two
25 separating silicaand iron. This is the 25 tunnels, nine bridges and the most snowfall of

Discoveries Unlimited Inc., Ph: (709)437-5028

Page 37 - Page 40




November 26, 2003

Multi-Page™ NL Hydro's 2003 General Rate Application

Page 41 Page 42

1 MR. PORTER: 1 lighter coloured material is concentrate. The

2 any operating railway in the world. 2 darker coloured material ispellets. Thisis

3 The end point for our product is Sept- 3 how it gets handled onto oceangoing vessels

4 Iles, Quebec, which takes about ten or twelve 4 and it’s the essence of moving these large

5 hoursto get to, steaming down that line. 5 volumesthat make our cost competitive and

6 Population of Sept-llesis about 25,500 people 6 alow usto survive in the world marketplace.

7 and our claim to famein Sept-llesisitisa 7 Just to put in alittle bit of context, |

8 deep water port accessible year round. The 8 mentioned that the iron ore mines depend on

9 iron ore businessis an international business 9 the communities and the communities depend on
10 and our ability to ship year round is akey 10 theiron ore mines. Theimpact to Labrador
11 factortous. Itis asooneof thethree 11 West of the two iron ore mines directly isto
12 largest Canadian ports for tonnage handled and 12 employ currently 1790 people. Weinvest 137
13 that is a factor of the two iron ore 13 million dollarslocally in Labrador City and
14 companies. 14 Wabush in salariesand wages. We purchase
15 In Wabush’s case, the pellet plant is 15 about 157 million dollars a year in the
16 located in Sept-lles, amodel that is actually 16 Province of Newfoundland and L abrador, and we
17 more common inthe world iron ore business 17 pay municipally and to the province about 20
18 than 10C’'s. You can see the capacity in the 18 million dollars in taxes. Over and above
19 match up of the Wabush concentrator of six 19 that, we contribute about two million dollars
20 million tonnes, same sort of configuration as 20 annually directly into community initiatives
21 I0C, same sort of investment. 21 and community impacts, including education.
22 Thisistheioc terminal. The secret to 22 When | mentioned earlier that the issue
23 successismoving large volumes of material. 23 before the Board today is not insignificant to
24 You heard me reference alittle earlier ski 24 the iron ore mines, we'd like you to draw the
25 hills. You'll seethe piles of stock. The 25 point that we're not insignificant to the

Page 43 Page 44

1 economy of the Province and our wellbeing is 1 mentioned a moment ago isthe infrastructure

2 somewhat intertwined and interdependent. 2 that gets used to deliver hydroelectricity in

3 These are direct numbers. If youwere an 3 Labrador West today.

4 economist, you' d be looking at those numbers 4 In 1974, the waters diverted away from

5 and using some sort of a theoretical 5 the Twin Falls damin order to allow the

6 multiplier factor to consider our impact on 6 capacity to be built for Churchill Falls and

7 the Province' s economy to be considerably more 7 the source of power from Churchill Fallswas

8 than that. 8 put in place.

9 We think that the history of 9 Ascounsel for Hydro mentioned a minute
10 infrastructure and payment in Labrador and 10 ago, 1985 was the beginning point for the
1 Labrador West in particular actually goes back 1 transition of thelocal distribution systems
12 much further than the 70s that were mentioned 12 from the mining companies to Hydro. It began
13 earlier this morning, right back to 1963 when, 13 with Wabush Mines. Again, the movement of
14 infact, inajoint venture between Cr(L)Co, 14 ownership of that distribution system was at a
15 the Iron Ore Company of Canada, Wabush Mines, 15 nominal fee of adollar and Wabush provided
16 the Twin Falls Power Corporation was created. 16 Hydro with three million dollars thereafter to
17 The first generating facility in Labrador was 17 upgrade the system to those standards. You
18 constructed and so too was the infrastructure 18 heard alittle bit about the reasons why. 10C
19 to transmit that high voltage power to 19 came alittle bit later, again wanting to move
20 Labrador West. Shortly after the distribution 20 back into our core business, and in
21 systems for both communities were created, our 21 particular, wanting not to invest time and
22 point being at that point intime, thiswas 22 effort and resources in managing local
23 hydro distributionin Labrador and it was 23 distribution. The same process occurred, the
24 principally financed by the two iron ore 24 same outcome occurred. The upgrade that was
25 companies. That infrastructure that | 25 available to the Newfoundland Hydro
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1 MR. PORTER: 1 realities. There was no expectation that that
2 organization to use on the 10C portion of the 2 cost would be adjusted based on a broader
3 system in Labrador West and Lab City was 2.5 3 declaration of the definition of acost base.
4 million, and in fact, that wasn’t the full 4 The hydro system was not the only thing
5 amount that was allocated at that point in 5 that was constructed by theiron ore minesin
6 time. So the system was brought up to pretty 6 the beginning. Itincluded everything from
7 good status. 7 the houses for our employees to all of the
8 Our information indicates that the 8 community infrastructure. Literally
9 distribution assets were turned over in good 9 everything in both communitieswas built by
10 condition and since that time, approximately 10 the mining companies and over the last two and
11 ten million dollars has been spent upgrading 11 ahalf decades, in fact, that's evolved to
12 those assets. So if you think about it, in 12 being a self-managed vibrant community in both
13 between 18 and 11 years, depending on which 13 Lab City and Wabush. We did that for the sole
14 system, about ten million dollarsas been 14 purpose of being ableto attract and retain
15 spent on maintenance and upgrading on asystem |15 good quality people. It's absolutely key to
16 that is over 40 yearsold. | think that would 16 our survival and our ability to do so inthe
17 stand a good indication of its status. 17 future.
18 When both mining companies transferred 18 The availability of hydro at therates
19 these assets, we did so with the expectation 19 and pricesthat it is, isone of anumber of
20 that rate increasesin the future would be 20 elements that we worked very hard at, being
21 based on actual cost of services to the 21 able to provide people who would come and live
22 communities. We understand the business that 22 in Labrador West in the conditions and
23 Hydrois in. We understand the impact of 23 environmentswe have. As| mentioned, that’s
24 costs and we fully expected that over time, 24 why also we paid for the installation of the
25 the costs would be adjusted, based on the 25 infrastructure.
Page 47 Page 48
1 If the Board findsthe creation of a 1 there was initially financed and put in place
2 common Labrador rate, itin fact indirectly 2 by the Iron Ore Company of Canada and Wabush
3 spreads what is currently amining company 3 Mines. Today, the power is wheeled for
4 finance subsidy acrossall of Labrador, and 4 residential customersover that same high
5 that will be at the detriment of the mining 5 voltage infrastructure, which continues in
6 companies. 6 large measure to befinanced by those two
7 We're not professionals in the 7 organizations and distributed through the
8 interconnect system and actually, our art 8 local distribution system.
9 isn't that good either, but we wanted to tell 9 Unlike theinterconnected system, our
10 you a little bit about our perspective on 10 view isthat we havetruly two different
11 this.  Our understanding of an interconnect 11 systems here between Labrador West and
12 system isthat it has a series of consumers of 12 Labrador East. We understand that thereisa
13 hydroelectricity and generators of 13 backup generator in Happy Valley-Goose Bay.
14 hydroelectricity ina format whereat any 14 Unfortunately, we have no impact or
15 giventime the generators can’t tell where 15 involvement in how that was put in place. Our
16 their power is going necessarily, and the 16 information is that its generating capability
17 consumers can't tell where their power is 17 isnot sufficient to be an aternative to
18 coming from necessarily. The Labrador model 18 transmit power to Labrador West, and one of
19 isquite different. It'sdifferent on the 19 the proofs of that was when we considered the
20 right-hand side, and in fact, thereis one 20 potential for amillennium disaster in 2000,
21 fundamental generating point, asecond I'll 21 al of the plans around dternative power
22 come back to in amoment, and the power goes 22 sources in Labrador West were around
23 off in two separate directions. 23 generating power in Labrador West with diesel
24 As| pointed out earlier, everything to 24 engines that Wabush Mines and 10c were going
25 the left of the Churchill Fallslight bulb 25 to bring in. That's an indication of how the
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1 MR. PORTER: 1 particular, North American steel industry more
2 dependency occurs and how the system is truly 2 sointhelast twoto fiveyears. You'll see
3 not interconnected. 3 mention there about Stelco, a major partner
4 Make no mistake, the source of all wealth 4 and player in Wabush Mines, talking about
5 in Labrador West istheiron ore that comes 5 bankruptcy protection, talking about
6 out of the ground and the two mining companies 6 insolvency, a cornerstone of Canadian economy
7 that do that. As aresult, ultimately and 7 that never would have been considered to have
8 effectively, al costs eventually go back to 8 been in that situation afew yearsago. One
9 that point. Any coststhat currently come 9 of the original owners of 10C, Bethlehem
10 back into the community get transmitted back 10 Stedl, in fact when Chapter 11 last year.
11 onto theiron ore producers as higher costs 11 There were two major Us owners, Bethlehem and
12 fromlocal suppliers, employees demands to 12 National Steel. Both of them have gone
13 maintain living standards, and greater 13 Chapter 11. Both of them have been
14 difficulty in being able to attract and retain 14 restructured, and in one case, the Iron Ore
15 top quality people. We simply cannot afford 15 Company of Canada sustained a considerable
16 to bear that cost twice, and our view isthat 16 lossas a result of supplying product for
17 that’ swhat this application would have the 17 which we were never paid.
18 effect of doing. 18 The challenge on theindustry is huge.
19 Alittle bit about our business. We 19 The pressure on price amazing, and you'll see
20 plastered up a few headlines there, most of 20 that after its acquisition of 10C through the
21 what anybody in the room would have previously |21 purchase of North in originally 1997, Rio had
22 seen. Theiron ore business livesto survive 22 to take awritedown of 235 million dollarsin
23 and supply the steel industry in the world. 23 Ioc'svalue. That's because the marketplace
24 Steel industry in theworld has gone through 24 views the world that we work in as being very
25 huge adjustmentsin the last decade, and in 25 tough.
Page 51 Page 52
1 A little bit about pricein our world, 1 2003, likely the best year in our businessin
2 because we don’'t have the same forum to go to 2 the last two decades.
3 and we don’t have the opportunity to justify a 3 Thisisabusy chart which hasalot of
4 return on our investment. Thisisthe price 4 information on it. | just wanted to give you
5 line for pellets that are made here in 5 an opportunity to get a bit of a perspective
6 Labrador West by both companies to be 6 on the business we're in. Along the bottom of
7 delivered into Rotterdam which isa world 7 the chart are the volume tonnages of the
8 benchmark price. Thisisa published price 8 various shipping companiesthat the two iron
9 over the period 1977 to 2003. The average of 9 ore mining companiesin Labrador West tend to
10 that periodis to see a rea terms price 10 compete with. The wider the bar, the broader
11 reduction of two percent. That's the world 11 the volume. The narrower the bar, the smaller
12 and the business we have to survivein. There 12 the volume. You'll see aline going up almost
13 wasalot of conversation earlier thisyear 13 through the middle of the chart, just dightly
14 about the iron ore business sustaining a 10.3 14 to theright, of 2100 million tonnes. Most
15 percent priceincrease, something that we 15 of the players on the left-hand side of that
16 applauded and were very pleased to hear. What 16 arewhat are called Seaborne market players.
17 then happened, and counsal for Hydro made 17 They distribute their product into the
18 mention of this acouple of minutes ago, is 18 Seaborne market, which means that they can
19 the Canadian dollar started to appreciate. In 19 move their product in large vessels, which
20 fact, over the period of the year, swung 20 means that the other players on that side of
21 amost 17 percent. The net effect isthat the 21 the chart can be directly competitive because
22 10.3 percent price increase that we were so 22 they too can work in the Seaborne market. The
23 enthusiastic about last February when we first 23 producers to the right-hand side tend to be
24 heard about it hasin fact turned to, in real 24 landlocked in North America and use the upper
25 terms, 4.1 percent price decrease again in 25 lakes where in fact the mgjority of the
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1 MR. PORTER: 1 maintain a sustainable rate of return.
2 product made by the two iron ore companiesis 2 Currently, 10c as a business is operating with
3 not competitive. 3 about athree and a half to four percent rate
4 The thing to recognize about this chart 4 of return, something that’s even less than the
5 isthefirst amost 50 million tonnesin the 5 more secure utility companies are seeking now.
6 left-hand side arethe seriesof companies 6 I’'m going to turn the table over now to
7 that are owned by the iron ore producer, CBRD 7 John McGrath on behalf of Wabush Mines and
8 in Brazil. That isthe organization that sets 8 just let him giveyou alittle bit of that
9 iron ore pricesin theworld and you can see 9 colour and picture and then we'll come back to
10 from the indices cost structurethat we've 10 that one.
11 indicated here, it comes from a public 11 MR. MCGRATH:
12 organization. Thisis not 10c or Wabush’'s 12 A. Thank you, Dave. Mr. Chairman, Commissioners,
13 take. This is published data from an 13 ladies and gentlemen, when Dave talked about
14 organization called World Steel Dynamics. You 14 those on the left and the right-hand side of
15 can see theprice level--cost level, I'm 15 the line, we're on the right-hand side.
16 sorry, that those organizations are at. 16 Because of the similarity of the problem and
17 They're the people that set the world 17 the resultingimpact that arate increase
18 benchmark prices that we, infact, have to 18 would have on the respective companies in
19 take because we' re not major players. 19 Labrador West, we decided to do a joint
20 IoCc announced, about a year ago, an 20 presentation, but I'd like to make a few
21 initiative to reduce our costs by about 120 21 comments that are specific to Wabush.
22 million dollars, and we just indicated in 22 Wabushisa small player in the global
23 terms of our business what the effect would be 23 market, and for that matter, asmall player in
24 there. Thiswould allow usto move intoa 24 the North American market. We operate at
25 business environment where, in fact, we could 25 about six million tonnes per year. Unlike our
Page 55 Page 56
1 advantage that we had for many years, we used 1 encountering severe economic difficulties at
2 to supply to acaptive market, namely our 2 this time, and it is areal concern for
3 owners. That situation does not exist any 3 Wabush, and of course, the mandate that we get
4 more. A few years back, Finsider who wasan 4 from them and from our other remaining owners
5 Italian company, decided to pull out of our 5 isthat we must reduce our costs, and adding
6 partnership. Three other American companies, 6 to costs certainly won't help our situation.
7 LTV, ACME and Inland Steel went into 7 There' s also avery common opinion on the
8 bankruptcy and areno longer one of our 8 market today that steel companies no longer
9 partners. So that left uswith a major 9 want to have equity in mines, and we see that
10 challenge and that was to have to divert that 10 very clearly across the world. I think if you
11 equity to the open market. Now being asmall 11 were to ask Stelco, Dofasco and other owners
12 player, obviously it becomes much more 12 out there today whether they would prefer to
13 competitive, those of you who know that 13 own amine or buy it on the open market where
14 working with volume will attest to the fact 14 they can get some pretty competitive prices,
15 that it does alot for your cost structure at 15 they would agree that they would not want to
16 the end of the day. 16 beamine.
17 So | guesswhat I'm basicaly sayingis 17 The plants are 40 years old. They need a
18 that arate increase, as Dave said, that would 18 lot of capital investment, and of course, when
19 eventually end up in the lap of the companies, 19 you go up tothe owners for this capital
20 would have areal seriousimpact on Wabush. 20 investment, they're faced with should we
21 Dave alluded a little bitto Stelco. 21 continue to put morein there or should we get
22 Stelco is one of our major owners and been a 22 out of the business. Asthey get out of the
23 big supporter of Wabush for many, many years. 23 businessand as!’ve aluded to, four have
24 Infact, you'll all know it wasa blue chip 24 aready gone, then we have to goout and
25 company for many, many years. |It's 25 compete on the open market. So it becomes a
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1 MR. MCGRATH: 1 sustained the communities, and with all of
2 very, very competitive situation and when 2 those best efforts, we're now struggling as an
3 you're a small player, it's not an easy 3 organization.
4 situation. 4 In 2003, we're unable to hit our
5 | thought 1 would just add those few 5 production targets. We're 12 percent below
6 comments about Wabush. All of which Davehas | 6 target on concentrate, six percent in
7 said is pertinent to both companiesand so 7 production. The forecast iswe'll finish the
8 therewas redly, in theinterest of time, 8 year up amillion tonnes behind our budget, as
9 therewas no need for meto repeat them and 9 wetry to find waysto operate at lower cost
10 certainly we've all had input into this 10 models in order to be internationally
11 presentation. We have the same message. 11 competitive. Our order book isfull. We have
12 MR. PORTER: 12 atonne of opportunity. We need to get our
13 A. Thanks, John. | got just a couple of summary 13 costsin order in order to be able to grab
14 comments. Thank you, bear with me. Just to 14 those opportunities. Our cost per tonne this
15 put a bit of 10c colour on the current status, 15 year are 20 percent higher than we'd--21
16 back in 1999, 1oc and most of our major 16 percent higher thanwe'd originaly planned
17 stakeholders embarked on a project to try and 17 and thisis putting us under extreme pressure,
18 make ourselves aworld class organization, the 18 both in terms of profitability and cash. We
19 objective being to secure our future together. 19 aso havefailed to meet our 2003 safety
20 We agreed with our unions to reduce our 20 targets, in part because we have an
21 workforce by 25 percent. We have partnered 21 organization in which everybody istrying so
22 and done alot of work with our suppliers and 22 hard to hit maximum levels of production and
23 have reduced those costs significantly. We've 23 hit the other business drivers.
24 worked with our communities who went through |24 10C has been cash negative in alarge way
25 that downsizing to try and do it in away that 25 for the last four years, driven in part by our
Page 59 Page 60
1 business circumstancesand in part by our 1 currency moves and lastly, we have the ability
2 continued commitment to invest funds in the 2 to expand our businessfairly quickly, if we
3 business, even though we were neither 3 can get our costsin order.
4 profitable nor cash positive. As aresult, 4 We think there’ s a bright future, but we
5 we'rean organization that’snow carrying a 5 need help from all stakeholdersin order to be
6 large debt. 6 ableto do that. We need to be ableto have
7 We want to make sure that you don’'t away 7 our shareholders continue to invest in spite
8 from this morning’s comments only the dismal 8 of the fact that there's been no dividends or
9 message. We believe that the fundamental s of 9 return on their investment since 1999, and as
10 theiron orebusiness in Labrador West are 10 if you were an investor in our organization,
11 strong and are around for the long haul. We 11 you would be running out of patience. We need
12 have at 10C abundant quality reserves. Our 12 our employees to continue to do more with less
13 iron content is low, but the reserves are very 13 to maximize production while maintaining
14 clean and they give us the opportunity to make 14 quality and safety standards, something that
15 a pellet that is favourablein the world 15 we work on every day in the workplace, but it
16 marketplace. One of our key contributorsto 16 istough. Weneed our suppliersto continue
17 the success of our business is our low 17 to finda way to give usconsumables and
18 electricity prices. Welike to talk about the 18 supplies at lower costs, and we need help from
19 quality of our reserves, our electricity 19 our communitiesand our governmentsto be
20 prices, our skilled workforce and our ability 20 flexible and to help us remove potential cost
21 to ship year round from a deep water port as 21 pressures. We believe Lab West has high
22 being the four things of good for us. We have 22 quality assets and reservesthat can only be
23 a globally diverse sales portfolio, which 23 exploited if we can al strivefor company
24 allows us to deal with cyclesin our industry 24 success, and part of that is controlling our
25 and also be able to manage things like 25 costs.
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1 MR. PORTER: 1 year and committed thousands of hours of staff

2 Just a little bit about an energy 2 time. Weheld workshops with 48 senior

3 conservation effort that we've got going at 3 representatives from across the organization

4 Ioc. The gentleman operating the Powerpoint 4 inthe plant areas and generated 137 ideas

5 presentation at the table over there is 5 from four sessions, which were al engineered

6 imminently qualified to do that, ashe’'sour 6 to the plus or minus 30 percent capability.

7 new manager of energy appointed earlier this 7 The energy conservation ideas are originally

8 year. He reports directly to our vice 8 estimated to be ableto save usabout 19

9 president of engineering and product delivery 9 megawatts, and we are scheduling to implement
10 and has led a major initiative at our 10 those ideas over about a five-year plan. We
11 organization to minimize the impact of energy 11 also have additional conservation ideas that
12 on our value. We've gone through an exercise 12 we're generating and working on every day.
13 of identifying high value opportunities for 13 In summary, | guess|’d liketo say that
14 energy conservation. We've set and 14 we believe that the iron ore minesin Labrador
15 prioritized those action and we've now 15 West have already paid for infrastructure and
16 developed a business case for achieving those 16 distribution and should not be asked to do so
17 targets and we' re working through operations 17 again. Webelieve that the creation of a
18 and engineering process. 18 common rate for Labrador spreadswhat isan
19 We have specific areasfor electricity 19 indirect subsidy designed by thelron Ore
20 reduction and consumption, for reducing peak 20 Company and Wabush Minesfor the purposes of
21 power loads and for smoothing our annual 21 attracting and retaining quality people all
22 demand profile. Thisdidn't come without a 22 across Labrador. Ultimately, any increasein
23 cost, which is somewhat of the nature of the 23 residential coststhat come back to Labrador
24 businesswe'rein. We did an extensive audit 24 West will be borne on the back of theiron ore
25 at the cost of about $150,000 earlier this 25 mines in Labrador West and that is an
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1 environment where we are most vulnerable. 1 do afford the opportunity for the partiesto

2 Mr. Chair, in kind of concluding remarks, 2 ask questions and if you'd indulge us, we'll

3 you mentioned at the onset that natura 3 proceed. I’'m going to have to ask you to

4 justice was something that was considered in 4 stand up, Ms. Greene.

5 the mandate of thisBoard. We'd suggest to 5 GREENE, Q.C.:

6 you that our positionis that because of the 6 Q. Very hard to cross-examine standing -

7 situations which we pointed out, to draw the 7 CHAIRMAN:

8 conclusion that Labrador is one interconnected 8 Q. Orindeed you can come up here.

9 system and to set rates acrossthat entire 9 GREENE, Q.C.:
10 system defies natural justice. Because of our 10 Q. Or | cango back there. It might be easier.
11 history and because of what’s gone into the 11 CHAIRMAN:
12 logic that our predecessors have found to be 12 Q. think we have asystem whichwe'll takea
13 fundamentally sound for the last 50 years, to 13 break shortly and we'll set that up for the
14 do aso defies natural logic. 14 evidentiary portion. Apologize, but that's as
15 We certainly would be happy to answer 15 best we can do.
16 questions for the Board. Again, we'revery 16 GREENE, Q.C.:
17 pleased to be able to make this presentation 17 Q. Thank you very much, Mr. Porter and Mr.
18 today and we'd ask you to consider our 18 McGrath, for your presentation. | just have a
19 comments very serioudy. Thank you for 19 few questions to ensure the record is
20 indulging us with the presentation. 20 complete. Y ou mentioned about the investments
21 CHAIRMAN: 21 the mining companies have made in the
22 Q. Thank you very much, Mr. Porter and Mr. 22 distribution system. Are you aware that those
23 McGrath. Thank you for avery comprehensive |23 contributions have been fully reflected in
24 presentation. Obviously, as you can see, 24 what we call the cost of service study and
25 supported by the group here this morning. We 25 that there was no extra cost or payment twice
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1 GREENE, Q.C: 1 supplies to Wabush Mines. Isthat correct?
2 for those contributions, included in the rates 2 MR. MCGRATH:
3 proposed? 3 A.That'scorrect.
4 MR. PORTER: 4 Q. And Wabush Mines did not buy or does not buy
5 A.Yes, | amaware of that. 5 any power directly from Hydro? Is that
6 Q. So thereisn't a double charging of that 6 correct?
7 amount again. It hasbeen reflected really 7 MR. MCGRATH:
8 and thefull value has been givento the 8 A.That'scorrect, by virtue of itsinvestment in
9 proposed rates. The next iswith respect to a 9 theinitial Twinco power station.
10 few questions about the situation before Hydro 10 Q. Andinfact, that's reflected in the price of
11 assumed responsibility. 11 power that Wabush Mines pays? Is that
12 AUDIENCE: 12 correct, that it’s a much lower rate than, for
13 Q. Speak up. 13 example, what Hydro Quebec pays to cr(L)co for
14 GREENE, QC.: 14 its power from Churchill Falls?
15 Q. Okay. |wantto explorewithyou what the 15 MR. MCGRATH:
16 Situation was before Hydro assumed 16 A.Yes, it'safact.
17 responsibility for the takeover of the 17 Q. Andwhat happened to the power that Wabush
18 distribution systems in each of the Towns. 18 Mines was using to distribute in the town when
19 First, Mr. McGrath, where did Wabush Mines get 19 Hydro took over the system?
20 the power that it used to distribute inthe 20 MR. MCGRATH:
21 Town? 21 A.What doyou mean by that question? What
22 MR.MCGRATH: 22 happened to it?
23 A. Obvioudly it came from Churchill Falls, from 23 Q.Yes. Isit correct that Wabush Mines was
24 Twinco. 24 taking a portion of the power it was buying
25 Q. Sothe power, that is power that Twinco Falls 25 from Twinco to distribute in the town and that
Page 67 Page 68
1 after the takeover, Wabush Mines had access to 1 indicated in our presentation, that's a
2 that cheap power for use in its mining 2 strategic advantage to our organization.
3 operations? 3 Q. Andone of the benefits that flowed to the
4 MR. MCGRATH: 4 Iron Ore Company of Canada on the takeover was
5 A.Yes. Wabush Minesinitialy, at the beginning 5 access to this block of low-priced power for
6 of time, by virtue again, as| said, of their 6 use in its mining operations?
7 arrangement with Twinco had the block of 7 MR. PORTER:
8 power. Of course, when they built the town, 8 A.Yes. Particularly to beable to use that
9 somebody had to supply power and they took a 9 power to increase output at that time.
10 portion of it and applied it to the town, no 10 Q. Youmentioned that there was some intention
11 question. 11 that increases in the future would be based on
12 Q. Andthat one of the benefits flowing to the 12 the actual servicesin each area. Havel got
13 mining companies was accessto thisblock of 13 your comments correctly there?
14 low power for its mining operationson the 14 MR. PORTER:
15 takeover? Isthat correct? 15  A.| think intention would likely be better
16 MR. MCGRATH: 16 replaced with the word "expectation.”
17 A.Waell, they gotthe power back that they 17 Q. Andisthere any referenceto anything like
18 initially assigned to the town, right. 18 that in the agreement between Hydro and 10c or
19 Q. And Mr. Porter, for you, | guess the situation 19 the agreement between Hydro and Wabush Mines
20 wasthe same, that the Iron Ore Company of 20 with respect to any discussion of electricity
21 Canada was taking power that it was acquiring 21 rates in the future in the towns?
22 from Twin Falls to distribute in the Town of 22 MR. PORTER:
23 Labrador City prior to the takeover? 23 A. Not to my knowledge.
24 MR. PORTER: 24 Q. Okay. Isthere anythingin correspondence
25 A.Yes, that's correct, and as I've already 25 between Hydro and the mining companies at the
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1 GREENE, Q.C.: 1 MR. PORTER:
2 time of the takeover relating to any future 2 A. Not to my knowledge.
3 anticipated changesin the ratesin the area? 3 Q. Thank you. That concludes all the questions
4 MR. PORTER: 4 that | have.
5 A. Notto my knowledge. 5 CHAIRMAN:
6 Q. Sowhat isthebasisfor your statement? 6 Q. Thank you, Ms. Greene. Mr. Browne, do you
7 MR. PORTER: 7 have any questions?
8 A.Thebass- 8 BROWNE, Q.C.:
9 Q. lIt'snotin the agreement. It'snot inthe 9 Q. Yes, | have some questions. Mr. Porter, when

10 correspondence. | was actually at the 10 Ioc entered into an agreement with Hydro in
11 negotiating table and | was part of the 11 1992, has that agreement been subsequently
12 negotiations. 12 renegotiated with Hydro since 19927
13 MR. PORTER: 13 MR. PORTER:
14  A. Thebasis of the statement was the expectation 14 A. There's more than one agreement between Hydro
15 that came from the previous number of years of 15 and 10C. You're referring specifically to the
16 that relationship and the fact that the system 16 transition of the residential ?
17 isin fact, in our view, not an interconnected 17 Q.Yes
18 system and there’ s alogic cost model applied 18 MR. PORTER:
19 to the western part of that system. 19 A. Tomy knowledge, no.
20 Q. So if that was an understanding or an 20 Q. But there are other agreements between 1oc and
21 intention or an expectation of the mining 21 Hydro since the transfer of the residential?
22 companies, either in 1985 with Wabush Minesor |22 MR. PORTER:
23 1992 with 10c, it was not communicated to 23 A.Yes, and those agreements rel ate to the power
24 Hydro or in any form of typed correspondence 24 that’s consumed by 1oc for its industrial
25 or agreements? Isthat correct? Doesyour - 25 facility.
Page 71 Page 72

1 Q. And when was the most recent agreement 1 agreement which generatesa cost of living

2 negotiated between 10c and Hydro in reference 2 payment, and there isalso aclause in the 10C

3 to the plant? 3 agreement with respect to subsidizing Hydro

4 MR. PORTER: 4 price increases residentialy. They're

5 A. My understanding isit’sdiscussed, | guess 5 separate.

6 negotiation would be the appropriate word, 6 Q. Okay. Fine, thank you for explaining that to

7 annually and there’ s actually discussion going 7 me. Can you tell me about the second part of

8 on Now. 8 it then? How does that work? How are

9 Q. Andisthereany possibility that 10C can seek 9 employees subsidized in reference to potential
10 some protectionin that agreement for its 10 increasesin electricity which Hydro might
11 employees when they’ re negotiating with Hydro, |11 impose, by 10c and how does the subsidy work?
12 in referenceto electricity ratesfor the 12 MR. PORTER:
13 residential employees? 13 A. Thequas agreement was put in place back when
14 MR. PORTER: 14 Ioc owned the distribution system and in fact
15 A.I'm sorry, | don't--1 can't answer that 15 was avendor of the power to the residential
16 question because I’ m not sure what we could or 16 customersin Labrador City. When theloca
17 couldn’t do. | guess my comment would be that 17 distribution system became Hydro's, at the
18 we have not previously. 18 next negotiation, there was an agreement that
19 Q. Now in your collective agreements with your 19 price increases over and above what that Hydro
20 unions, there’s acost of living clause in 20 ratewas at the time of thetransition to
21 that agreement that directly affects 21 Hydro would be subsidized to the effect of the
22 electricity rates. Isthat not true? 22 increase. That first happened in the fall of
23 MR. PORTER: 23 2002 and our employees brought to us their
24 A.lthink you might be confusing two things. 24 Hydro billswith an explanation of the rate
25 There isa cost of living clause in the 25 increase and we subsequently reimbursed our
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1 MR. PORTER: 1 A.lthink, and | could bewrong here, but I’'m
2 employees that sum of money as per our 2 pretty certain that it's around a thousand
3 collective agreement commitment. 3 bucks ayear per employee, $60 amonth. I'm
4 Q.Canyou puta globa dollar figureon the 4 sorry, $60 a month, $720 ayear.
5 amount that’ s been paid in reference to that 5 Q. And how many employees do you have? Canyou
6 particular clause to your employees generally? 6 give us a-can you ballpark it?
7 MR. PORTER: 7 MR. MCGRATH:
8 A.I'msorry, | can't specifically. I’d be happy 8 A.450.
9 to provide that information later. 9 Q. My mathisnot very good this morning, but how
10 Q. Canyou balpark it? 10 much would that be?
11 MR. PORTER: 11 MR.MCGRATH:
12 A.The clam process actualy startedin the 12 A.ldon't have acalculator but probably $30,000
13 spring and I’'m not surewhat it was. No, | 13 ayear. | don't know.
14 couldn’t. 14 Q. It costs you about $30,000 ayear?
15 Q. Now does Wabush Mines, Mr. McGrath, have a 15 MR. MCGRATH:
16 similar clause in their collective agreement? 16  A. Wedl, multiply 450 by 720 bucksand you got
17 MR. MCGRATH: 17 it. 30-35,000.
18 A.Yes, Wabush Mines does have a similar 18 Q. Now, where are your collective agreements? At
19 agreement. It wasput in in the first 19 what stage are your collective agreementsin
20 agreement following the takeover by Hydro of 20 now? Mr. Porter first, are you midway in your
21 the system in Wabush. | think it wasdonein 21 collective agreement or at the end of your
22 ' 86. 22 collective agreement?
23 Q. And do you have any idea of how much that has 23 MR. PORTER:
24 cost the company since its implementation? 24 A. Current collective agreements expire on
25 MR. MCGRATH: 25 February 29th, 2004.
Page 75 Page 76
1 Q. AndMr. McGrath? 1 time?
2 MR. MCGRATH: 2 MR. SIMPSON:
3 A It'sthe same expiry date. 3 A Theonly subsidy that we receiveisalittle
4 Q. February 29th, 2004. 4 bit for the energy audit. Otherwise, we don’t
5 MR. MCGRATH: 5 receive any funding from government.
6 A.Correct. 6 Q. Okay. Soyou had an energy audit. You had an
7 Q. And | guess when you get into collective 7 assessor go in to assess where you could bring
8 bargaining, everything is on the table, isn’t 8 down your usage?
9 it? 9 MR. SIMPSON:
10 MR. PORTER: 10 A. That's correct.
11 A. Always has been. 11 Q. Okay. Sothen if the assessor comes back at
12 Q.In referenceto your conservation plan to 12 the end of it and you’ ve brought it down by 19
13 bring down your usage by 19 megawatts, that’s 13 megawatts, the Government of Canada will pay
14 the company’s plan, isit, Mr. Porter, for 10C 14 the -
15 itself? 15 MR. SIMPSON:
16 MR. PORTER: 16 A.No, thesubsidy wasonly to pay for that
17 A. Correct. 17 person to comein.
18 Q. Areyou aware of the climate control plan for 18 CHAIRMAN:
19 Canada under the so-called Kyoto agreements? 19 Q. Excuseme.
20 MR. PORTER: 20 MS. NEWMAN:
21 A.Yes weare 21 Q. Excuse me, you haven't been sworn and you're
22 Q. Areyou getting any funding to reduce your 22 not identified for purposes of the record.
23 energy usage through those agreements? 23 MR. SIMPSON:
24 MR. PORTER: 24 A.I'msorry.

N
(€]

A. Matt, can you help me? Not at this point in
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1 MS. NEWMAN: 1 BROWNE, Q.C.:
2 Q. Soif you'regoing to provide - 2 Q. Okay. Now, Mr. Porter, you wish to defer to
3 MR. PORTER: 3 your source, that will be good. In reference
4 A .I'msorry. Matt has more - 4 to the Kyoto plan for Canada and the financing
5 BROWNE, Q.C.: 5 that the Government of Canada provides for
6 Q. There's information coming from all sides 6 bringing down energy usage, 10Cis taking
7 here. Okay. 7 advantage of that program? Isthat it?
8 MS. NEWMAN: 8 MR. SIMPSON:
9 Q.Andsure, that'sfine, if weswear himand 9 A.Thatiscorrect.
10 then we can identify him for the record, if we 10 Q. Okay. And how much money are you getting from
11 want to do that. 11 the Government of Canada in reference to that
12 CHAIRMAN: 12 program?
13 Q. Would you care to have him swornin, Mr. 13 MR. SIMPSON:
14 Browne? 14  A.To date, the Government of Canada has
15 BROWNE, Q.C.: 15 subsidized half of our energy audit costs. So
16 Q. Sure, if he hasinformation, let’s get it. 16 as you saw that energy audit was around
17 CHAIRMAN: 17 150,000, 50,000 of which wasioc interna
18 Q. Could you identify yourself please and your 18 costs, and the portion the government
19 capacity? 19 subsidized was only our external consultant,
20 MR. SIMPSON: 20 which was roughly 100,000 of that. So we
21 A. My nameisMatt Simpson. | work with the Iron 21 received roughly $50,000 from the Government
22 Ore Company of Canada. 22 of Canadato help reduce our energy costs.
23 CHAIRMAN: 23 Q. And does the assessor come back at the end of
24 Q. Thank you, Matt. 24 the process to see if you' ve carried out work
25 MR. MATT SIMPSON (SWORN) 25 that was planned?
Page 79 Page 80
1 MR. SIMPSON: 1 A.No, I'm not aware of it.
2 A.No, thewhole purpose of the assessment was 2 Q. Fine, thank you very much. Theseare my
3 really to benchmark our energy consumption, 3 questions. Thank you.
4 flag areas of opportunity, and then to also 4 CHAIRMAN:
5 help facilitate workshops with our employees 5 Q. Thank you, Mr. Browne. Questions?
6 to try and identify cost reduction 6 MR.HAYES:
7 opportunities. After that, it' sreally up to 7 Q. Noquestions, Mr. Chair.
8 Ioc to implement all these ideas, and we have 8 CHAIRMAN:
9 a very large structure in place aready, 9 Q. Mr. Hearn?
10 through a separate initiative, cost reduction 10 (11:15am.)
11 initiative that the company is undergoing, to 11 HEARN, QC::
12 ensure that these ideas have single-person 12 Q. Mr. Porter, when Ms. Greene from Hydro was
13 accountability and that the savings per idea 13 asking you about whether 10c's capital
14 are actually tracked on an ongoing basis. 14 subsidies and maintenance contributions were
15 Q. Now, areyou aware--I'll go back to Mr. Porter 15 reflected in the cost of the system and that
16 and Mr. McGrath. Areyou aware that each of 16 therefore were you getting the full benefit of
17 your employees can take advantage of that same |17 those payments at the present time, I’d like
18 program that hasbeen putin place by the 18 to revisit that for a moment and ask if you'd
19 Government of Canada by getting an assessment |19 still get the full benefit of those payments
20 donein their homes to bring down their energy 20 if the Labrador West distribution systemis
21 usage? Are you aware that’savailable to 21 merged with that of Happy Valley-Goose Bay and
22 them? 22 those costs are averaged throughout that
23 MR. PORTER: 23 system?
24 A. | wasnot specifically aware of that. 24 MR. PORTER:
25 MR. MCGRATH: 25  A. Absolutely not. That was the essence of our
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1 MR. PORTER: 1 MR. MCGRATH:
2 presentation. 2 A Very significant.
3 HEARN, Q.C.: 3 Q. And how would Wabush Mines respond, and
4 Q.| justdidn't want that point to be left with 4 indeed, how would 10c respond to having a cost
5 the impression that you would still retain the 5 increase over five years of approximately 141
6 full benefit of those subsidies. | realize, 6 percent, based on present rates?
7 Mr. McGrath, that it's alwaysa troubling 7 MR. MCGRATH:
8 moment when someone asks you to do math 8 A.lthink some peoplewould chokeonit. It
9 without a calculator or a pen nearby, and you 9 would be avery seriousimpact. Theissueis
10 estimated that some costs for your employees, 10 reducing costs and not increasing them and
11 and | believe you used a figure of 11 it'sa struggle, it'sa major struggle to
12 approximately $35,000, and may | suggest that 12 reduce and when you talk about 141 percent
13 you may have mis-spoken and perhapsyouneed |13 increase in a specific component, that would
14 to revisit that figure? 14 be amajor problem for us.
15 MR. MCGRATH: 15 Q. Mr. Porter, you were not asked to quantify the
16 A.Well, what | do know is $60 amonth, $720 a 16 contribution that the Iron Ore Company is
17 year. 17 expected to make to present costs. Would you
18 Q. Andover 450 employees, my rough arithmetic 18 have any idea of that quantification?
19 would suggest that that, at present rates, 19 MR. PORTER:
20 would amount to approximately $324,000 not 20 A.l guessthe best guesswould be to multiply
21 35,000. Would that be correct? 21 the numbersthat Mr. McGrath has just given
22 MR. MCGRATH: 22 you by a little over threetimes, because
23 A.If you've done the math, | agree with you. 23 that’ s the size of the workforce differential.
24 Q. lsafigure of $324,000 asignificant figure 24 Q. So yours would bemore in the realm of
25 for Wabush Mines, in terms of costs? 25 approximately amillion dollars annually?
Page 83 Page 84
1 MR. PORTER: 1 way's to reduce those costs or pass them on to
2 A. That would be areasonable estimate. 2 our employees.
3 Q. lsthat asignificant cost figure for the lron 3 Q. Mr. Browneindicated that in negotiations
4 Ore Company of Canada? 4 everything ison thetable. Would that mean
5 MR. PORTER: 5 that all cost figures would have to be
6 A.Let meanswer the questionthisway. 10C's 6 considered in terms of their impact on your
7 business plan objectivein the year 2003 was 7 negotiations with your workforce?
8 to make four million dollars of net profit. 8 MR. PORTER:
9 That's 25 percent of the net profit generated 9 A Yes
10 off of operating abillion dollar enterprise. 10 Q. Thoseare my questions. Thank you.
11 That’ s the magnitude of its impact. 11 CHAIRMAN:
12 Q. So a onemillion dollar impact would be 12 Q. Thank you, Mr. Hearn. Any questions from the
13 considered a significant impact for the lron 13 Board?
14 Ore Company of Canada? 14 COMMISSIONER SAUNDERS:
15 MR. PORTER: 15 Q. Noquestions.
16 A. Absolutely. 16 CHAIRMAN:
17 Q. And that would be based on present rates only? 17 Q. Thank you very much for your presentation this
18 MR. PORTER: 18 morning, Mr. Porter and Mr. McGrath and
19 A. Correct. 19 indeed, Mr. Simpson, thank you very much.
20 Q. How would the Iron Ore Company of Canada |20 We are going to proceed to the
21 respond to rate increases that would drive 21 evidentiary portion of the hearing now. Itis
22 ratesto approximately two and a half times 22 20 after 11, and we'll just take a short ten-
23 present rates over five years? 23 minute break. Through the courtesy of the
24 MR. PORTER: 24 Iron Ore Company of Canada, we do have an
25  A. The business would have no choice but to find 25 amplifying system, which | understand will
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1 CHAIRMAN: 1 Q. Thank you, Ms. Greene. Good morning, Mr.

2 take about five minutesto set up. Sowe'll 2 Banfield.

3 need to do that and then we' Il proceed. Thank 3 MR. SAMUEL BANFIELD (SWORN)

4 you for your patience and tolerance this 4 CHAIRMAN:

5 morning. 5 Q. Thank you, sir, youmay be seated. When

6 (11:21 am. - BREAK) 6 you're ready, Ms. Greene, you can begin your

7 (11:30 p.m. - RESUME) 7 cross-examination-in-chief, please, or

8 CHAIRMAN: 8 examination-in-chief, thank you.

9 Q. Thank you, and if we could begin, I'll call 9 GREENE, Q.C.:
10 upon Ms. Greene, counsel for Hydro--just have 10 Q. Thank you, Mr. Chair. Mr. Banfield, could you
11 your attention, please. I'll call upon Ms. 11 just state for the record what is your
12 Greene, counsel for Hydro, to present Hydro's 12 position with Newfoundland Hydro and how long
13 witness. Ms. Greene, please. 13 have you been employed with Newfoundland
14 GREENE, Q.C.: 14 Hydro?
15 Q. Thank you, Mr. Chair. Is Mr. Banfield sworn? 15 A. My current position with Newfoundland and
16 CHAIRMAN: 16 Labrador Hydro is Director of Customer
17 Q. No, he's not. If you'd justindicate his 17 Services, and | have been employed with
18 title, I guess, more than anything. 18 Newfoundland Hydro for approximately 28 years.
19 GREENE, Q.C.: 19 Q. Prefiled evidencewas filed inyour name
20 Q. Sorry about that. Our witnesstoday isMr. 20 dated October 31st, 2003, relating to the
21 Samuel Banfield or Sam Banfield and he is 21 current rate proposals for the Labrador
22 Director of Customer Services for Newfoundland |22 Interconnected System. Do you adopt this pre-
23 Hydro and has responsibility for the rate 23 filed evidence as your own for the purpose of
24 proposals with respect to this application. 24 your evidence here today?
25 CHAIRMAN: 25  A.Yes, | do.

Page 87 Page 88

1 Q. Thank you, Mr. Chair. That concludes our 1 There being so many customersof different
2 direct examination. 2 usage patterns, it's very difficult to

3 CHAIRMAN: 3 categorize that in an individual way, but

4 Q. Thank you very much, Ms. Greene. Good 4 presented in the evidence filed, there are

5 morning, Mr. Browne. 5 what we refer to as customer impact tables,
6 BROWNE, Q.C.: 6 and one of those such tables for the domestic
7 Q. Good morning. Mr. Banfield, can you detall 7 customers in Labrador West showsthat the
8 the increase that Hydro is proposing for the 8 change for about 86 or 87 percent of all the

9 consumers of Labrador West? 9 customers, domestic customers in Labrador
10 A.Yes. Thecurrent application that we havein 10 West, the change in dollars, onan annual
11 front of the Board is seeking average rates on 11 basis, range from anywhere from $12.00
12 the Labrador Interconnected System of 12 annually to $377.00 annually. The majority of
13 approximately 11 percent, but for the Labrador 13 those customers, and by majority | mean
14 West customers, in order to achieve the 14 probably some 70 percent of those customers,
15 uniform rate proposal as proposed, we are 15 will receive increases from $12.00 annually to
16 proposing a 28 percent increase on averagein 16 $231.00 annually.

17 Labrador West. 17 Q. Justif wecan takeit year over year, you're
18 Q. Just can you give usthat in adollar anount? 18 still using general figures. Right now,

19 Can you show uswhat the proposal is from a 19 Labrador City/Wabush, it's my understanding,
20 dollar perspective? Y ou have afour or five- 20 pay abasic customer charge of $3.75 and an
21 year phase in period there. Can you explain 21 energy charge of 1.35 cents per kilowatt hour.
22 exactly what the phaseinis and how much it 22 Can you bring it to us year over year how that
23 will cost people year over year under the 23 will change under the proposal ?
24 proposal ? 24  A.| don't havethose numbers, Mr. Browne, in
25 A.Yes I'll atempt todo that, Mr. Browne. 25 terms of actual dollars for customerson a
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1 MR. BANFIELD: 1 these residents here live in a northern

2 monthly bill, but in my evidence, thereisa 2 climate and therefore that, in itself, would

3 table which represents the percentage increase 3 suggest some special consideration in

4 for the domestic customers, and I'm speaking 4 reference to any proposal Hydro is making to

5 more of domestic customers here. We have the 5 increase rates here?

6 numbers for the general service customers as 6 . That in and of itself is not a consideration,

7 well. And on page fiveof my prefiled 7 from the perspective of where people, | guess,

8 evidence, thetable 4 and over on page six, 8 physicaly live. Therates are set onthe

9 tables 5 and 6, and maybe refer to table 5 in 9 cost of providing that service to customers,

10 particular for Labrador West. Thetotal rate 10 whether it's a domestic customer or a general

11 increase from existing rates today to proposed 11 service customer, or for that fact an

12 rates once the uniform rates are put in place, 12 industrial customer. The rates proposed for

13 the total impact for domestic customers will 13 the Interconnected System in Labrador are

14 be 141 percent change in their rates. 14 based on the 2004 revenue requirements. The

15 BROWNE, Q.C.: 15 fact that people use more or lessis reflected

16 Q. Soisit truethat a basic customer charge of 16 in the rate structure itself.

17 $3.75 and a kilowatt charge of 1.35 cents will 17 . When Mr. Porter and Mr. McGrath were giving

18 increase by 2008, in five yearstime, on a 18 evidence, | asked them concerning their

19 graduated basis, so that the basic customer 19 collective agreements and the fact that they

20 charge at that time will be$8.00 and a 20 would be obligated, at least under the current

21 kilowatt charge of 3.25 cents? 21 collective agreements, to pick up these costs.

22 A.3.27 cents, yes, $8.00 basic charge and 3.27 22 Was Hydro aware when they put these proposals

23 cents. 23 forward that these collective agreements were

24  Q.Okay. In putting these proposals out, have 24 in place?

25 you given any consideration to the fact that 25 . Yes, we were aware of this fact, but that had
Page 91 Page 92

1 no bearing on the current rate proposals. 1 Labrador Interconnected System.

2 Whether those collective agreements were in 2 . Has Hydro put in any plan for conservation in

3 place or not would have had no impact on the 3 this particular area to coincide with the

4 proposals that you see in front of you. 4 money available to householders to take

5 Q. You heard the evidence of Mr. Porter and Mr. 5 advantage of the conservation plan for Canada

6 McGrath in reference to the bottom line and 6 under the Kyoto protocol ?

7 how much these increases could affect the 7 . We have not put in place any particular plan

8 bottom line. Have you any comments in 8 in Labrador, either on the Labrador system.

9 reference to those? 9 We are working with the Federal Government and
10 . No, | have no comment. 10 with Newfoundland Power as well on the island
11 . In reference to the people of Labrador West, a 11 in terms of trying to determine how the
12 number of people have chosen toretire to 12 Federal Government isgoing to proceed with
13 Labrador West and they don’'t work with 1oc, 13 their plan. They have atemporary energy
14 nor do they work with Wabush Mines, and are 14 audit company in place right now, but they are
15 you aware as to how therate increase could 15 going out for another request for proposa
16 affect their standard of living by 2008? 16 within the next number of monthsto try and
17 . Thereisno doubt that these rate increases 17 firmthat up. Atthat time, we'll be ina
18 aresignificant. We acknowledge that fact. 18 better situation to see how we might be able
19 However, within the mandate that’ s been given 19 to proceed to make sure customers are aware of
20 to myself to produce what | believeisafair 20 that.

21 and reasonable portion of the cost, based on 21 Q. Areyou aware who's delivering the plan for
22 the principles that have been given to me, we 22 the consumers in the Province of Newfoundland
23 believe that the five-year phasein program, 23 and Labrador?

24 these rates, they are what needs to be put in 24 A.Yes, | believe Enerplanis the name of the

25 placein order to achievethe equity on the 25 company right now and they’ re doing that on a
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1 MR. BANFIELD: 1 | don’t have it here in this binder. If you'd
2 basis for the next number of months until the 2 need meto get that, | can. | think it'sin
3 request for proposalsisissued by the Federal 3 the order of probably three percent over the
4 Government and a new company is chosen. 4 whole system.
5 BROWNE, Q.C.: 5 Q. Three percent?
6 Q.Inreferenceto consumers meters, there are 6 A.Yes.
7 problems we hear about from timeto time on 7 Q. And when did you first introduce this plan?
8 the island concerning meters getting read and 8 A.l needto get someinformation, if you want me
9 the accuracy of the meter reading. Have you 9 to answer that.
10 heard of any problems here in Labrador 10 Q. Okay, sure.
11 City/Wabush, Labrador West, in reference to 11 A.Okay. I'm sorry, Mr. Browne, that information
12 that particular subject? 12 is not as handy aswhat | had thought it was.
13 A. Certainly no more than what we would get from 13 Q. Haveyou-
14 an average sampling, nothing out of the 14 OBSERVER:
15 ordinary. 15 Q. Year and ahalf ago.
16 Q. Have consumers here been alowed the 16 BROWNE, Q.C.:
17 opportunity to take advantage of the equal 17 Q. Haveyou advertised the equal payment plan
18 payment plan that is put forward by Hydro? 18 considering the fact that you' re only getting
19 A.Yes, they have. 19 three percent take-up rate? Have you
20 Q. And what hasthe result been in Labrador West? |20 advertised it adequately, in your opinion?
21 Do many consumers take advantage of the equal 21 A. Theactual number for the whole system for the
22 payment plan? 22 equal payment plan is 4.2 percent of our
23 A. | don't have the breakdown of those numbers, 23 residential customer base that we' ve taken up
24 but we have put an RFI into evidence on the 24 and we did do afair bit of work in promoting
25 take-up rate. | can get that number for you. 25 that plan. We have a program now where we are
Page 95 Page 96
1 reviewing that at present internally and will 1 have been looked at in the past, not
2 be doing some more work on that when we finish | 2 necessarily particularly for Labrador or any
3 our customer survey, which istaking place 3 other part of our system. To date, Hydro has
4 thisfall. We'll be able to get some better 4 not been ableto introduce such rates. We
5 information on that and try and ascertain why 5 have not had clear information that the cost
6 more people are not taking advantage of it. 6 advantage is there to shift load on the system
7 But that number, by the way, is fairly 7 and that's what time-of-use rates will
8 consistent with what we' ve been able to 8 basically do. We are, and there has been
9 discover from the industry at large. The 9 discussion within this rate application of the
10 take-up rate for these plansis not a big 10 possibility of amarginal cost study and a
11 number. 11 rate design following from that. Should that
12 Q. We've heard evidence in this proceeding 12 be the case, then wewould be definitely
13 concerning so-called time-of-day rates, where 13 looking at whether or not time-of-use type
14 people who choose to use their washer and 14 rates are reasonable to promote in this
15 dryers, which is abig consumer of electricity 15 environment.
16 intheir own right, in after hours, in non- 16 Q. Areyou awarethat the people of Nova Scotia
17 peak hours, can in some jurisdictions get a 17 have the opportunity for time-of-use rates,
18 reduced rate for using these electric--the 18 but the people of Newfoundland and Labrador do
19 greater electric consumers during the off-peak 19 not?
20 times, like in the nighttime when the system 20 A.Yes, | an awareof that. As in other
21 isnot at a peak. What has Hydro done to put 21 jurisdictions, there aretime-of-use rates.
22 forward time-of-day ratesfor its customers 22 Again, in some jurisdictions, the take-up rate
23 here in Labrador? 23 onthose ratesis not very large, but the
24  A. Time-of-day rates, marginal cost type rates or 24 opportunity has been afforded to them. We
25 time-of-use ratesthey’re sometimes called 25 don’'t have that at present, no.
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1 BROWNE, Q.C.: 1 according to some experts?
2 Q. There has been evidence from some expertsfrom | 2 A. I'm not aware of that number. | am aware and
3 timeto timeduring these proceedings that 3 we have tried inthe past some promotions
4 baseboard electric radiation is probably one 4 dealing with electronic thermostats for people
5 of the worse forms of space heating in that 30 5 with electric heat or the convect air system,
6 to 40 percent of it canbe lost through 6 whichiswhat | refer to asaplemun heater.
7 exterior walls. What have you done to advise 7 What thosethings do isprovide a better
8 your customers of thisand to advise them as 8 comfort level for people and customers who
9 to alternative forms of electric heat that 9 have a better comfort level have atendency to
10 they can putinto their houses to same on 10 keep their heat at alower temperature because
11 energy usage? 11 it's better regulated and thus, maybe |
12 A.I'mnot quite sureof your statement, Mr. 12 shouldn’t say inadvertently, but through that
13 Browne, but electric baseboard heatingisno 13 process save energy.
14 more or no less efficient inits own right 14 Q. Inreference tothe proposal Hydro has put
15 than a plenum type heater, which is an 15 forward for an integrated system in Labrador,
16 electric heater with afan on it or any other 16 why is it not possible, given the evidence
17 such heater. Thefact of theloss of heat is 17 you' ve seen here today, for Labrador West to
18 totally due to lack of insulation or 18 haveit's own particular system? Why does
19 inadequate windows, barriers, et cetera. It's 19 Labrador West have to betied to Happy Valley-
20 nothing to do with the baseboard fact of the 20 Goose Bay?
21 heat itself. 21 A.There spractically or physically no problem
22 Q. Are you aware that if people looked at 22 from a costing perspective or arate setting
23 convection, which isaform of electric heat, 23 perspectiveto have two different systems.
24 that they can reduce their energy consumption 24 That | don't believeistheissue. Theissue
25 and ultimately their bills by 30 percent, 25 that’ s been in front of this Board -
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1 CHAIRMAN: 1 appropriate”. 1s Hydro acknowledging that it
2 Q. Excuse me, but we' d be fair to the witnessin 2 is aso appropriate to have Labrador West have
3 the proceeding here, in terms of allowing him 3 its own particular system?
4 to answer the questions, please. | would ask 4 A. Should never use adjectives, | know. No, in
5 for your indulgence in that regard. Thisisa 5 our application that we' ve put forward, it is
6 formal proceeding and aformal hearing. Thank 6 proper and appropriateto have a uniform
7 you very much. 7 system of ratesin Labrador.
8 A.Theissuein front of this Board, that’s been 8 Q. IftheBoard so ordered though, Hydro could
9 in front of this Board for some time and has 9 put forward its own particular rate structure
10 been heard by the expert witnesses that took 10 for Labrador West, in particular, that would
11 place prior to this proceeding here in 11 not be tied to Happy Valey-Goose Bay? Is
12 Labrador isthe question of whether or not a 12 that not correct?
13 uniform or average rates is more appropriate 13 A.If the Board so ordered, we would proceed with
14 in jurisdiction than breaking out the cost for 14 that, yes.
15 subsystems. The evidence that has been put 15 Q. Thank you, Mr. Banfield, for your responses.
16 forward to date and again at thishearing is 16 CHAIRMAN:
17 that a postage stamp type system, as some 17 Q. Thank you, Mr. Browne and Mr. Banfield. Does
18 people refer toit, or auniform or an average 18 Newfoundland Power have any cross-examination
19 unit costs is more appropriate than keeping 19 here?
20 systems separate. That’s the issue, and Hydro 20 MR.HAYES:
21 has put forward its proposal based on an 21 Q. Noquestions, Mr. Chair.
22 averaging of rates, as opposed to keeping the 22 CHAIRMAN:
23 systems separate. 23 Q. Thank you. Mr. Hearn, when you're ready you
24 BROWNE, Q.C.: 24 may proceed please.
25 Q.ls Hydro--you used the word "more
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1 HEARN, Q.C. 1 Table 5 to say that Hydro would, on an annual
2 Q. Thank you, Mr. Banfield. | takeit you have 2 basis with these uniform rates, be collecting
3 your re-filed evidence dated October 31st, 3 an additional 4.135 million dollars annually
4 2003 before you? 4 from Labrador West, more than you're now
5 A.Yes | do. 5 collecting?
6 Q. Okay. I'll bereferring to some of the tables 6 A.Yes, morethan weare now collecting. That's
7 and | didn't want to be referring to 7 correct.
8 particular figures if they were not readily 8 Q. Sothe phasein of the additional increase
9 accessibleto you. You've aready explained, 9 means, on an aggregate basis, that there' Il be
10 in response to some of the earlier questions, 10 over 4 million dollars additionally taken out
11 that the domestic rates are projected to 11 of thisareain electricity costs?
12 increase over afive-year period with Hydro's 12 A. That’'scorrect, in order to be ableto bring
13 rate proposal for Labrador West by a change of 13 in the uniform rate system over the five-year
14 141 percent approximately. Isthat correct? 14 period, that has to be done.
15  A. That’scorrect, over that period, yes. 15 Q.In assigning costs to the Labrador
16 Q. Andalso if there were--if Hydro's proposed 16 Interconnected System, asyou call it, are you
17 rates were to be implemented, if you look at 17 also assigning costs related to facilities
18 Table5, pagesix of your evidence, we see 18 located on the Island portion of the province?
19 that there would be a revenue change on an 19  A.Yes, but only where those facilities provide
20 annual basiswith those ratesimplemented of 20 services to the Labrador Interconnected
21 4.13 million dollars, on an annual basis? Is 21 System.
22 that correct? 22 Q. What arethefacilities to which you refer and
23 A. Over where rates are today. 23 can you give us the magnitude of those costs?
24 Q. Yes. If your proposal for uniform rates were 24 Because | don't seethat you’ve outlined the
25 implemented, arewe correct inlooking at 25 quantitative effect inyour evidence. You
Page 103 Page 104
1 refer tothem at the first page of your 1 administrative costs as well?
2 evidence, your direct evidence, but | don't 2 A.That'scorrect.
3 have any quantification of those costs. 3 Q. Justtoput in perspective so we understand
4 A The common costs are better, | think, 4 the markups that eventually hit the ultimate
5 articulated if youlook at the request for 5 consumer, what is Hydro’ s cost of energy on a
6 information Lc-35, where the question was 6 per kilowatt hour basisto supply a consumer
7 asked "what overheads are common to the 7 in Labrador West? What does Hydro pay for
8 Labrador West area and Happy Valley-Goose Bay 8 power generated at Churchill Fallsat the
9 area?’ Alot of the costswhich are--I'm 9 present time?
10 sorry, do you have that, Mr. Hearn? 10  A. |l amnot sure of the actual mil rate. | think
11  Q.I'mjustin the process of gettingit. You 1 it's approximately 2.8 mils or 2.7 mils,
12 just carry on. I'm aware of what you're 12 somewhere in that order.
13 saying. 13 Q. I’dsuggestit might bein the range of 2.56
14  A.Okay. A lotof thosecostsare the common 14 mils.
15 coststo which | refer, which are spread over 15 A.2.56, | would agree with that.
16 both systems, such as system planning 16 Q. Andisthat number then put into your cost of
17 services, engineering and drafting services, 17 service or isthere a different number used in
18 municipal taxes, Public Utility Board costs, 18 calculating rates?
19 those types of issues. They are characterized 19 A. That number would be used to calculate our
20 and quoted. You'll find themina cost of 20 power purchase costs.
21 service study under the revenue requirement 21 Q. Do you charge that number back directly or do
22 schedule which Mr. Greneman would have been 22 you have add onsto it before it goesto the
23 responsible for, called A& G expenses. 23 ultimate consumer?
24 Q. Sotherewould be a certain portion of costs 24 A.No, that number, from a power purchase
25 for facilities onthe island and certain 25 perspective, is the pure number of what we
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1 MR. BANFIELD: 1 A. Not for 2004 because the 2004 cost of service
2 purchase power from CF(L)Co. 2 isonly based on 2004.
3 HEARN, Q.C: 3 Q. I’'mnot suggesting it necessarily changesin
4 Q. Andyou charge that, without markup, to the 4 2004. What | am suggesting that over time,
5 consumer? 5 prior to the expiration of the original
6 A.That'scorrect. 6 contract between cF(L)co and Hydro Quebec that
7 Q. lsthepriceto Hydro for power at Churchill 7 the price does decline.
8 Falls projected to increase or increase over 8 A.Sir,| standto be corrected, but if that
9 the next five, ten, fifteen year period? 9 price does decline that would be reflected in
10 A. Notthat I'm aware of. It will only bein the 10 any futurerate setting that wewould doin
11 same context as whatever is charged to Hydro 11 terms of power purchase costs.
12 Quebec. If that price in the power contract 12 Q. So you would agree that your cost of power at
13 goes down then--but my understanding is that 13 the present time, from Churchill Falls, is
14 price isthe same now, but changes, | think, 14 approximately a quarter of a cent Canadian or
15 somewhere after the original 40-year contract 15 2.56 mils?
16 isup. 16 A. Aswe have dready agreed, yes, sir, | would
17 Q. You'resuggesting that it doesn’t change until 17 agree.
18 20167 18 Q. And with uniform rates implemented in 2008, as
19 A.That's my understanding. Now | could be 19 Hydro is proposing, how much do you intend to
20 wrong. There may be minor revisions that take 20 chargethe Gscustomer inthe zeroto ten
21 place from time to time, but my understanding 21 kilowatt category? You'll find that at Table
22 isthat that is the fixed price. 22 6 of page six of your evidence. Am | correct
23 Q.| would suggest to you that the price actually 23 in understanding that the power that you--I'm
24 declines further prior to 2016, and that’s not 24 sorry, | said--that’s a chart for Happy
25 projected in your cost of service? 25 Valley-Goose Bay. There' sasimilar chart for
Page 107 Page 108
1 - 1 schedule.
2 A.Youwant Schedule 2, | believe, don’t you? 2 A Sure
3 Q My poaintis the power that you're receiving 3 Q. Yes | haveit. You're saying that therate
4 for quarter of acent, at the end of the five- 4 would be how much?
5 year period, if your rate proposal were 5 A Forrate class2.2, atthe bottom of that
6 accepted, 1'd like to know how much you intend 6 table, for Labrador West, in 2005 is when the
7 to chargethe domestic consumer on a per 7 rate for Labrador West is based on the uniform
8 kilowatt hour basis and how much you intend to 8 rate, would be 2.398 cents per kilowatt hour.
9 charge the general service consumer? They've 9 Q. Soyou would be charging for category 2.2,
10 aready been aluded to by the consumer 10 what costs you a quarter of acent, 2.4 cents
11 advocate when you were discussing the proposed |11 approximately to that particular category?
12 rates. 12 A.Weéll, that isthe power purchase cost but to
13 A. The general service customer, you take Class 13 that has to be added all of the other -
14 2.2 for instance, and I’'m looking at Schedule 14 Q. Yes, | redize that you'll beadding your
15 3 now, Mr. Hearn, pageone of two. 2.2 15 other costs, but I'm just making--just so we
16 general service customer once uniform rates 16 understand the number that it costs you to buy
17 arein place would pay 2.39 cents per kilowatt 17 the power and then the ultimate selling price.
18 hour as an energy rate. 18  A. Yes, comparing those two particular items.
19 Q. Justlooking for that table. What pageis 19 Q. We'll comeback to the other costs that are
20 that? 20 associated aswell. For rate class 2.1, in
21 A. Schedule 3, page one of two. It outlines the 21 2008 with uniform rates implemented as you
22 current rates in 2003, the rates in our 22 propose, what do you project charging the
23 original submission, and also the projected 23 customer in Labrador West for the power that
24 rates for 2004 to 2008. 24 costs you a quarter of acent?
25 Q.Justa moment. | just haveto locate that 25  A. When uniform rates are firmly established,
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1 MR. BANFIFELD: 1 A.By climate you mean the average use in
2 5.086 cents per kilowatt hour. 2 kilowatt hours per customer, yes, they are
3 HEARN, Q.C.: 3 different.
4 Q. So you'll be charging 5.1 cents to the 4 Q. Doyou have any difficulty accepting that it's
5 domestic customer, the small businessman in 5 colder here on an average than it isin Happy
6 Labrador West, for power that costsyou a 6 Valley-Goose Bay?
7 quarter of a cent? 7  A.That'scorrect.
8 A.For power that costsusaquarter of acent 8 Q. There wassome mention of benefit to the
9 purchase power costs only, not including the 9 mining companies by virtue of the fact that
10 cost of common assets which are allocated to 10 they could reclaim all their Twin Falls power
11 that rate class, distribution upgrading costs, 11 and useit in their industrial operations, as
12 O&M costs, engineering costs. Once you add 12 compared to having to use some of that power
13 al thosein, that’swhereyou get thefive 13 for servicing the customers and the consumers
14 cents. 14 within the municipalities here, Wabush and
15 Q. So applying those additional costs and 15 Labrador City. Isthere some benefit to Hydro
16 overheads, you get aquarter of a cent power 16 for use of the water or by being able to use
17 up to 5.1 cent in 2008? 17 the water that would have flown through the
18  A.With theadditional costs, yes, which are 18 Twin Falls plant in the Churchill Falls plant?
19 partly overheads, partly direct costs of 19 Isthat advantageous to Hydro?
20 engineering, transmission line costs, et 20 A.I'm sorry, | don't know how you mean
21 cetera 21 advantageous to Hydro, Mr. Hearn.
22 Q. Now you've mentioned that climateisnot a 22 Q. Wadll, I'm suggesting to you that because of
23 consideration for you. Would you accept that 23 the greater height that’ s used and the other
24 the climate here is different from the climate 24 efficienciesin the Churchill Falls plant that
25 in Happy Valley-Goose Bay? 25 you're able to use this water over something
Page 111 Page 112
1 like threetimes the height and thereby get 1 you can explain each of those rate classes,
2 nine times the energy out of Churchill Falls 2 and you do have schedules that may assist you.
3 that you would have gotten by using that same 3 I'd like to know what the class means, the
4 water at Twin Falls? 4 number of customers and any other information
5 A.Yes, your information is correct. That's part 5 you can give us about the profiles of those
6 of the planning, developing the Churchill 6 classes.
7 Fals plant was Twin Falls plant was to 7 A.Rateclassesare, in general, characterized by
8 shutdown and the water diverted to be uses at 8 the type of customer and in more so, the usage
9 Churchill Fallsfor the advantage of Churchill 9 of power for customers. The domestic class
10 Falls Labrador Corporation and also for the 10 are sometimes called the residentia
11 mining companies. 11 customers. That same word can beused. It's
12 Q. And as part of that arrangement, would you be 12 your averageindividual household, whether
13 familiar with--and if I'm outside your ambit 13 it's all electricor just what we would
14 then by all means correct me, but | presume 14 classify asaregular domestic customer, ie.
15 there’' s an arrangement whereby the Twin Falls 15 not electric heat. General service categories
16 Power Corporation would get replacement power |16 are broken downinto four different rate
17 from the Churchill Fallsfacility for power 17 classes. The genera service 2.1 class
18 that it would otherwise have generated at 18 comprises customers whose peak demands are in
19 Churchill Falls? 19 the order of zero to ten kilowatts.
20 A. That'smy understanding and they pay afee for 20 Q. Sowould those customers be in Labrador West?
21 that. 21  A.In Labrador West, some of those customers
22 Q. You'vedivided thisareainto somefiverate 22 would -
23 classes, and you can seeitin many of your 23 Q. lthink if you look at pagethree of six,
24 tables. Y ou have domestic and then you have 24 Schedule 1, you refer to the number of
25 four levels of general service. | wonder if 25 customersin that classin 2001.
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1 MR. BANFIELD: 1 matter, but probably just somewhat different
2 A.Schedulel, yes, thereare 132 customersin 2 than that. They could be a bigger department
3 that class. Some of those would be facilities 3 store or that type of thing. I’'m hesitating
4 owned by the Town of Wabush or the Town of 4 giving you names because I'm not sure that |
5 Labrador City, companies such asthe Bread 5 should be giving you -
6 Basket or Cabot Realty, people like that. 6 Q.Yes andl appreciatethat. 1'm not looking
7 HEARN, Q.C.: 7 for the exact identity, but | just want to
8 Q. Sowouldit besome municipal facilities and 8 make certain that -
9 mostly small business people? 9 A Sure
10 A. That'safair characterization, yes. 10 Q.-that we can define exactly the classthat
11 Q. General service 2.2? 11 we're talking about. And how about general
12 A. General service 2.2 are those customers that 12 service 2.3, your next table, pagefive of
13 use demand of 10 to 100 kilowatts. They would 13 Six?
14 be the larger customers. 14 A. 2.3 genera service, there are 68 customersin
15 Q. What would be the number of customersin that 15 Lab West 2.3, and again, they would belike
16 class? 16 the Labrador City Shopping Centre, for
17 A.In2.2LabWest, the number of customers are 17 instance, a bigger facility such asthat.
18 235 customers. 18 Q. And how about general service 2.4?
19 Q. Canyoutell uswould they be small businesses 19 A General service 2.4, there arereally only two
20 aswell? 20 customersin that category and the hospital is
21 A.Wadll, they could verge on the area of small 21 one of those customers.
22 business, but they’re probably alittle more 22 Q. And can you explain the category, in terms of
23 than your corner store or confectionary store. 23 usage?
24 They're probably into some small--including 24 A.I'msorry, the category 2.4, sure, it'sover
25 the small manufacturing, | suppose, for that 25 1,000 kvA.
Page 115 Page 116
1 Q. Soineach of these categories, the general 1 this isthe--these are the categories and
2 service categories, you're going from 2.1 to 2 service classes that are generally accepted
3 2.4, they're all escalating use categories? 3 here in thisjurisdiction in Newfoundland and
4 A.That'scorrect, based on demand. Demandis 4 Labrador.
5 the characterizing factor in those classes. 5 Q. Would you accept that while they may be used
6 Q. Now who determined those divisions of general 6 quite often that they’ re somewhat arbitrary in
7 service? Isthere aparticular rule of thumb? 7 terms of the distinctions between the
8 How was that decision made? 8 categories?
9 A. Thesearewhat | would characterize, | guess, 9 A.I'm notsure | couldaccept that they're
10 as fairly universal or fairly standard 10 somewhat arbitrary because they do
11 categories of service that you would pretty 11 characterize the usage of customers and over
12 well findin any utility. They may vary 12 time, | would beinclined to believe that
13 dightly, interms of therange, but for 13 there’ s been some coming together, | guess, of
14 general purposes, | would characterize them as 14 the experts. We've had expertslook at these
15 being pretty standard. 15 and give comments on them and they believe
16 Q. Doall utilities use these dividing points of 16 that theserate points are reasonable and
17 10 kilowatts, 100 kilowatts and 1,000 17 pretty well standard.
18 kilowatts for subdividing general service 18 Q. You've aready indicated to the Consumer
19 customers? 19 Advocate that thereisn't a practical problem
20 A.lcan't say categorically that they would be 20 for setting rates for two different areasin
21 the absolute numbers that they would use, but 21 Labrador, Labrador East and Labrador West.
22 | would suggest that they would be somewhere 22 That'snot aterribly difficult exerciseto
23 in that range, yes. And I'm sure you looked 23 do, isit?
24 hard enough or far enough, you'd find 24 A. It can bedone.
25 differences and distinctions within them, but 25 Q. There was some mention, some of the witnesses
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1 HEARN, Q.C::
that werecalled last week in St. John's
before the Board, in particular the Board
experts from EES Consultants, suggesting that
the decisionto averageratesisin fact an
arbitrary policy decision. Would you agree
with that?

A.I’'mnot sure I’ d classify it as arbitrary, but
it's certainly apolicy decision, yes.
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this revised application.

Q. And | think in responseto LC No. 52, you
broke down in detail the additional expenses
in relation to the Wabush terminal substation?

A. That’s correct.

Q. These would include synchronist condensers, 46
kV pot head replacements, control replacements
for the synchronist condensers, and that sort
of thing. Would that be correct?

10 Q. You haverefiled your evidence to reflect some 10 A.Yes, that's correct.
11 changes from the first--from your earlier 11 Q. These items, synchronist condensers, what
12 filing in relation to this proceeding, and at 12 would be the life of these assets?
13 page two of your evidenceyou indicate a 13 A.l don't havethe actual depreciation numbers,
14 changein forecast 2004 costs. Do you have 14 but | suspect that they would be, in normal
15 that nearby? 15 circumstances, would have been depreciated
16 A.Yes | do. 16 over 30years, butl can't speak for the
17 Q. You'veindicated in your answer tothefirst 17 depreciation policies of Twin Falls. | realy
18 question that Hydro’s forecast 2004 costs 18 don’t know.
19 related to the Wabush termina station have 19 Q. These particular items, and certainly the
20 changed from 106,235 as contained in Hydro's 20 synchronist condensers, havea lifefar in
21 original filing, to 438,020. Isthat correct? 21 excess of one year, do they not?
22  A. That'scorrect. 22  A.Thisiscorrect. The 89,000 that’s referred
23 Q. Andisthat higher number now reflected in the 23 tothereis only for an inspection of those
24 rates that you intend to charge? 24 synchronist condensers. That would certainly
25  A.Yes, that number has been fully reflected in 25 be considered to be an expense item for one
Page 119 Page 120
1 year. 1 that’ s been forecasted to occur.
2 Q. Wouldyou beinspecting these on an annual 2 Q. Sogiventhat it's a one-time reguirement with
3 basis? 3 things such as the replacements for the
4  A.I’'mnot sure of theinspection cycle, but | 4 synchronist condensers having a longer life,
5 would assume that there would be some minor-- 5 certainly amuch longer life than ayear, I'm
6 normally on rotating equipment, they are 6 wondering why these items are expensed in one
7 usually categorized as minor inspections or 7 year rather than capitalized or amortized?
8 major overhauls, minor overhauls, major 8 A.ltemsonly extending the normal life of the
9 overhauls, inspections. | cannot speak to 9 synchronist condensers, | would submit, would
10 whether or not that $89,000in particular 10 be spread over a longer period of time.
11 would be spent each and every year, butin 11 Whereas these items are just incurred in order
12 this particular case, it’sidentified here. 12 to maintain the existing life of those
13 Q. I would expect that if thiswere an annual 13 synchronist condensers. From that
14 normal expenditure that it would have been 14 perspective, they would normally be expensed
15 reflected in your earlier figures. Would that 15 inoneyear.
16 befair to say? 16 Q. But given that they’re one-shot payments, that
17 A.If that was an annua expenditure, it would be 17 they’re not likely to have to be replaced for
18 in our normal expenditures for the Wabush 18 afurther period of time, would it not be
19 terminal station cost which Hydro bears. The 19 reasonable to take these numbers and average
20 very fact that it's showing up here, | would 20 them out over thelife of the asset, rather
21 offer and I'm led to understand that thisis 21 than expensing them in a given year?
22 an exceptional item, along with the $30,000 22 A.No, | couldn’t agree with that, not for these
23 for the pot head replacements and the control 23 dollar values. These are clearly, from my
24 that's necessary for those synchronist 24 perspective, expense itemsto beincurredin
25 condensers. It's a one-time requirement 25 oneyear.
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1 HEARN, Q.C. 1 to be phased out of rates applied to the

2 Q. Soyoudon’t think that these could be treated 2 Labrador Interconnected customers, isit not?

3 as capital items and amortized? 3 A.Yes, according to the Board Order P.U. 7, we

4  A. That'snot what's being proposed, no. 4 have to factor that phase out of the secondary

5 Q. lredizeit’ s not what's being proposed, but 5 credit from subsidizing or from being applied

6 I’m suggesting that an alternate treatment 6 to ratesin Labrador to the rural deficit over

7 where they’ re amortized would not necessarily 7 afive-year period.

8 be inappropriate either. 8 Q. Andyou show that at pages seven and page

9 A.Should somebody choose to do that, that's 9 eight of your evidence?

10 obviously somebody else looking at this might 10 A. That'scorrect. Andyou'll seein 2004, we've
11 propose that, Mr. Hearn, but for this 11 used theentire credit and applied it to
12 particular application, we proposethat it 12 keeping rates as low as we possibly could with
13 would be treated as a single expense item. 13 the dollars that we had to deal with in 2004.
14 Q. Andif you spread that over a period of time, 14 Q. But by 2008, how much of that secondary credit
15 it would reduce the revenue that Hydro would 15 would be applied to rates within this proposed
16 require in 20047 16 Labrador Interconnected System?
17 A.Yes, as would any other cost that we would 17  A. Asshown inthetable, therewould be zero
18 spread over time. 18 applied. 1t would all be going to the rural
19 Q. Certainly. Soif you'd capitalize and average 19 deficit.
20 it, then you wouldn’t need al of that money 20 Q. Are there costs for standby generation
21 to be recovered in 2004 in your rate base? 21 capacity in Happy Valley-Goose Bay?
22 A.Yes, that's correct. 22 A Yes.
23 Q. Therevenue credit that comesfrom salesto 23 Q. The gas turbine and associated diesel
24 Five-Wing Goose Bay is scheduled to be phased |24 facilities?
25 out--the contribution from that is scheduled 25 A.There arefacilities in Goose Bay, a gas
Page 123 Page 124

1 turbine and diesels, yes. 1 Q. Yes Sothey continue to receive the benefit

2 Q. lsthe cost of maintaining those facilities 2 from having these backup facilities there?

3 included in the cost base for the Labrador 3 (12220 p.m.)

4 Interconnected customers? 4 A.Yes, andI’'m sorry, I’'m not tryingto be

5 A. Asadefined common cost, yes, they are. 5 argumentative, but -

6 Q. Andthosefacilities, do they have a purpose 6 Q.No.

7 in guaranteeing backup supply to cFB Goose 7 A.- | want to be very clear that those

8 Bay? 8 facilitiesare thereto back up firm load.

9  A.No, their prime purposeis to provide backup 9 CFB Goose Bay are a general service customer
10 supply to theload in Happy Valley--the firm 10 of Hydro's, asis any--the same as probably a
11 load in Happy Valley-Goose Bay, and aswell, 11 lot of other general service customers. So we
12 the gas turbine can operate as a synchronist 12 would use that generation to back up that part
13 condenser which will allow an increased power 13 of their load, but it has nothing to do with
14 flow over the 138 kV system to Happy Valley. 14 anything to do with the secondary credit.

15 Q. Are you suggesting that this standby 15 Q.| understand your qualification and | don't

16 generation provides no backup security for the 16 take you, Mr. Banfield, as being argumentative
17 needs for cFB Goose Bay? 17 at al and | thank you for any clarifications.

18  A. Only their firm requirements. They’'realso a 18 My point isthat certainly with respect to

19 general service customer of ours, aswell as 19 their firm load, there’sa benefit in having

20 providing the secondary energy. So thegas 20 the standby capacity, but for the Labrador

21 turbine and diesel can only be used to firm up 21 Interconnected System, so called, will no

22 or backup their firm load, as a genera 22 longer receive any revenue from the secondary
23 service customer, and not their secondary. 23 revenue credit from cFB Goose Bay as of 2008
24 Q. But it can be used to firm up their load? 24 if your proposal isaccepted and as per the

25  A. Their firm load, yes. 25 present Board Order?
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1 MR. BANFIELD: 1 arealighting?
2 A. Thosefacts as you state them are correct, but 2 A.Onanindividua bass, the street and area
3 | don’t see any linkage between the secondary 3 lighting rate change is 48.9 percent.
4 credit and the firm requirements of cFB Goose 4 Q. Andthat’snot anincrease, isit?
5 Bay. 5 A.No, but the reason for that is the revenue at
6 HEARN, Q.C.: 6 existing rates which accounts for that large
7 Q. Presently in 2003, what is happening to that 7 percentage. In Hydro’'s last application, we
8 secondary revenue credit? 8 had proposed a rate category for the street
9 A. It was applied to the rates which are 9 lightsin Labrador City in particular, and
10 established for the Labrador Interconnected 10 through an error onour own part, we had
11 System that we' re paying today. 11 proposed an availability clause within that
12 Q. Andisthat applied to both ratesin Labrador 12 rate which did not apply to Labrador City. We
13 West and Labrador East? 13 subsequently changed and refunded monies back
14  A. That’scorrect. 14 to Labrador City, charged them a lower rate
15 Q.| wonder if we could go to Table 2, page four, 15 than they would have otherwise received and
16 and just look at, for a moment, the proposed 16 thus, in this particular application, we are
17 rates for 2004. What is the projected 17 now proposing to go to the proper rate, and
18 percentage increase that Hydro is proposing 18 that’ s why you are seeing such a big increase
19 for rates for Labrador West for the calendar 19 in that particular rate class.
20 year of 2004? 20 Q.Moving to Table 3 of page five of your
21 A.Asa firststepin bringing in the uniform 21 evidence, you show the proposed rates for
22 rate structure, we're proposing that the rates 22 Happy Valley-Goose Bay based on the calendar
23 in Labrador West be increased by 28 percent. 23 year 2004, and during that period of time,
24 Q. Andfor the caendar year 2004, what isthe 24 when you project that rates in Labrador West
25 proposed change in rates affecting street and 25 for Labrador West consumers would increase by
Page 127 Page 128
1 28 percent, what isthe proposed change for 1 Q. Overdl, that -
2 domestic consumersin Happy Valey-Goose Bay | 2 CHAIRMAN:
3 for the calendar year 20047 3 Q. Excuse me, Mr. Hearn. | would, as| tried to
4  A.Tobringintheuniform ratesin Labrador, the 4 indicate earlier this morning, these are
5 domestic rate change for Happy Valley-Goose 5 formal proceedings, and | want to try to be
6 Bay would be zero percent. 6 fair to the witness here, and | understand the
7 Q. If youlook at Table 4 of your evidence, and a 7 concerns and emotions in thisroom with the
8 comparison of revenue of existing and proposed 8 rate increases. We are indeed here to hear
9 rates, based on the full year of 2008--no, I'm 9 you thismorning. We are here to present the
10 sorry, I'm going to move on to Table 5 for the 10 evidence before you and we thought it was
1 comparison of revenue and existing and 1 appropriate to do this actually before getting
12 proposed rates for Labrador West based on the 12 into the public presentations as such, just so
13 full year 2008. What is the proposed change 13 we could outline the evidence. | realize some
14 from existing rates to proposed ratesin the 14 of itisfairly abstract because itisalot
15 domestic class for Labrador West consumers 15 of statistics, but we feel that at leastin
16 over that five-year period, thetotal change 16 terms of the percentages and the overall
17 showing in your last column for domestic? 17 impact, you would want an appreciation for
18 A. Tota change requiredin domestic rates in 18 that. Sowe are hereto listen, and | would
19 Labrador West, inorder to bring in the 19 ask for your cooperation as we proceed. Thank
20 uniform rate structure, is 141.1 percent. 20 you very much.
21 Q. And during that same five-year period, asyou 21 HEARN, Q.C::
22 show on Table 6, what is the projected change 22 Q. Thank you, Mr. Chairman, and I’ d ask everybody
23 in domestic rates for Happy Valley-Goose Bay? 23 here as well to show the appropriate level of
24 A. Projected rate change for Happy Valley-Goose 24 decorum, both to the proceedings and to the
25 Bay is 1.9 percent. 25 Board and aso to Mr. Banfield aswell, who's
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1 HEARN, Q.C.:

© 00 N O o~ WODN

getting his evidencein a very professiona
manner.

If we compare existing and proposed rates
when we're having a substantial increasein
Labrador West, what is the projected
cumulative affect on rates in Labrador East?
| believe it'sthelast number on Table 6.
Over that full five-year period, what'sthe
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Page 130
8.4 percent? Would that be correct?
A. Those arethefacts. In order to be ableto
have a uniform rate structurein Labrador,
then these are the numbers which have to be
put into effect in order to achieve that
uniformity.
Q. I wonder if you could go through some of the
schedules that you havein your evidence. |
was asking you about the classes and you were

10 cumulative impact of the proposed changes on 10 referring to them earlier. | wonder if you
11 ratesin Labrador East. 11 might just explain the Schedule 1, page 2 of
12 A. Thecumulative effect on ratesin Labrador 12 6, the impact of proposed rateson annual
13 East in order to have a uniform rate structure 13 electricity costs for 2004 for Labrador West
14 at the end of the period 2008, there hasto be 14 on the domestic class, and | wonder if you
15 adecrease of 8.4 percent in Labrador East 15 might take us through that table and explain
16 rates in order to achieve that. 16 it to us, please?
17 Q. Andover that sameperiod, over that same 17  A.Sure, | candothat. Aswould be consistent
18 five-year period, if youlook at Table 5, 18 with all of these tables, whether it’ s showing
19 what’ s the cumulative Labrador West total? 19 an increasein the Happy Valley-Goose Bay
20 A.Thecumulative Labrador West total is 92.2 20 general service 2.1 rate or, as you' ve pointed
21 percent. 21 me to, page 2 of 6, Schedulel for the
22 Q. Soratesare projected, on acumulative basis, 22 Labrador West domestic rate increase, in order
23 to go up 92.2 percent here and more for some 23 totry and givea picture, | guess, of the
24 particular classes and on acumulative basis 24 impact on customers, we put the information
25 to declinein Labrador East by a measure of 25 into this particular type of table, and | must
Page 131 Page 132
1 admit, can be confusing and it’s not meant to 1 the bottom, you will see 86.55 percent of the
2 be that way, although it’ s probably perceived 2 customers will have their rates increase
3 tobe such. Acrossthe top of the table, 3 between 25 to 29 percent, which is consistent
4 you'll see percentagesin various blocks, 21 4 with the average class increaseswhich we
5 to 25 percent, 25 to 29 and so on, and down 5 talked about earlier of 28 percent for the
6 the left-hand column, you'll see changesin 6 domestic customers. And right at the very
7 annual costs and broken out of the categories 7 bottom, you'll see some footnotes where we
8 of between 12 and 85 dollars per year, 85 to 8 talk about the average number of customers as
9 158, upto and then 304 to 377. So inthe 9 being 4,245 domestic customersin the Labrador
10 left-hand side, we have arange of dollars 10 West area.
11 which would affect customersand across the 11 Q. Thattable, as | understand it, shows the
12 top are percentageincreases. The numbers 12 projected changes imposing the proposed rates
13 which are then found in the body of the table 13 for the electricity costsfor Labrador West
14 refer to the percentage of customers that meet 14 for 2004 only?
15 that matrix. 15 A.Yes, it does.
16 So for instance, if you look at the 25 to 16 Q. You, inresponsetoa question by my learned
17 29 percent change in annual costs and wereto 17 friend, the Consumer Advocate, referred to
18 look down that column, you would see that 8.54 18 some of these numbers in terms of the
19 percent of the customers, domestic customers 19 differencein costs. Do | understand that
20 in Labrador West, will have their ratesin an 20 there'll be annual increases each year from
21 annua basis change from $12.00to $85.00 21 2004 to 2008?
22 annually. That’stheincrease that they will 22 A.That'scorrect.
23 see. 22.2 percent of the domestic customers 23 Q. If you applied those proposed rates are
24 will see increases of 85 to 158, $158.00, and 24 accepted by the Board?
25 so on down that table. Then the numbers at 25  A.Yes, and other pages, Schedule 2, there'sa
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1 MR. BANFIELD: 1 table again arevarious percentages. 27
2 Schedule 2 attached to my evidence which gives 2 percent of the customers in that genera
3 the customer impacts for each year for 2006, 3 service class will see changes in their cost
4 2007 and 2008. 2005 actually, '06, '07 and 4 of 88 to 176 dollars per year.
5 '08. 5 Q.And ona cumulative basis, | believe you
6 HEARN, Q.C.: 6 showed in an earlier table, that this
7 Q.| wonder if we might just refer to page 3 of 6 7 particular category of customerswould show a
8 in Schedule 1, and if you can explain the 8 percentage change of 28 percent?
9 impact of the proposed rates on annual 9 A That'scorrect.
10 electricity costs for Labrador West consumers 10 Q. Page 4of 6, Schedulel, general service
11 in the genera service category for 2004? 11 category 2.2, impact of proposed rates on
12 A. For general service 2.1 category, as we had 12 annual electricity costsfor 2004. | wonder
13 discussed earlier, these are the smaller 13 if you might explain that particular chart and
14 general service customers with low demand 14 the effect of the proposed rates on this
15 usage. 26 percent of the customers in that 15 category of customers?
16 class will receive increases from zero to 16 A. Page4of 6, Schedule 1?
17 seven percent, increasing their annual cost, 17 Q.Yes
18 or in dollar value, from zero to $88.00 a year 18  A.Yes, again, probably the significant numbers
19 annually, and if you look right acrossto the 19 here are that 52.91 percent of the customers
20 far column, you'll seethat 60.53 percent of 20 in that class, of which we had already
21 the customers will receive changes in their 21 discussed this morning are 235 customers, will
22 annual cost indollarsof zeroto $88.00 a 22 receive changesin their annual bills from $29
23 year. Sointhat class, 60 percent of the 23 annually to $524 annually and 29 percent of
24 customerswill receive--will see changes of 24 those customers will receive changesin their
25 zero to $88.00 ayear. And in going down the 25 cost of $524 annually to $1,019 annually.
Page 135 Page 136
1 Q. Andare there some customersinthat class 1 A.Yes 80 percent or alarge mgority of the
2 that will seedollar changeinannual cost 2 customersin this class, of which there are
3 that’sover $1,000 and perhaps up to some 3 68, will see changesin their bills annually
4 $2500 in 20047 4 of $897 to $7,028. There are 13 percent which
5 A.Yes that'scorrect. Therearea couple of 5 will see changes in their bills from $7,000
6 customersin that class that will see--.97 6 roughly to $13,000.
7 percent of the customersin that classwill 7 Q. Whenyou say, Mr. Banfield, from 7,000 to
8 see changesin their annual cost of between 8 13,000, you' re meaning that they will increase
9 2,000 roughly and $2500 annually. 9 by a figure of at least 7,000 up to
10 Q. And arethere some other customers that will 10 approximately 13,000?
11 see an increase from 1,000 to approximately 11 A.Yes, you'reright, and I'm sorry, | didn’t--if
12 2,000 in that class, based on projected rates 12 | did not say that, that they’ re incremental
13 for 20047 13 over their bill, yes, they are.
14 A. Thetwo other categories are changesin annual 14 Q. Yes. I'm not suggesting you're misleading, |
15 cost from $1,019 to $1,514 or 11 percent of 15 just want to make certain that the answers are
16 the customers will see that range of increase, 16 clear.
17 and roughly 5.8 percent of the customers will 17 A. Sure.
18 see increases of approximately $1,514 to 18 Q. Just continue on with the explanation of that
19 $2,009 annually. 19 table, if you wouldn’t mind, please?
20 Q.Moving to page 5 of 6, genera service 20  A. And then the next category, for both the next
21 category 2.3, 1 wonder if you might take us 21 categories, there are about oneand a half
22 through that table and show the impact of the 22 percent of the customers in those two
23 proposed rates on annual electricity costs for 23 categories that will receive increases in
24 this class for 2004 and the projected dollar 24 their annual bills of approximately $19,000 to
25 changein annual costs? 25 31,500.
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1 HEARN, Q.C.:
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Q. That's additional costsover and above the
present base rate?

A. That’s correct.

Q. | wonder if you might moveto page6 of 6in
that same schedule, general service 2.4 where
you indicate there are two customers.

A. There are two customersin that class and they
will see dollar changes of approximately
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Page 138
first one, | think, if you’'re referring only

to the Labrador West domestics?

Yes.

. Page 5 of 20 for 2005.

Yes.

. Approximately 22 percent of the customer base
will receiveincreases of $7.00to $69.00
annually. Approximately 22.8 percent will
receive increases from $69 to $131 annually,

>0 >0

10 $14,600 to $21,000 annually in their bill. 10 and the single biggest percentage increase in
11 Q. And there was some mention that one of those 11 that table, 44.6 percent roughly of the
12 customers was the hospital ? 12 customer base will receive increases from $131
13 A.Yes, that's correct. 13 to $193 annually. 10 percent will receive
14 Q. Isthereany reason that we can ask who the 14 increases from $193 to $255 annually and less
15 customer isor isit something that shouldn’t 15 than a half apercent, which | presume comes
16 be - 16 out to probably one or two customers, receive
17 A. It SQNS&L 17 increases between $255 to $316 annually.
18 Q. If you move to Schedule 2, showing the impact 18 Q.| wonder if you moveto 2006, Schedule 2, page
19 of proposed rates on annual electricity costs 19 14 of 20, what's projected for domestic
20 for 2005, | wonder if you might show the 20 customersin Labrador West, a change in annual
21 projected change for Labrador West consumers, 21 dollar costsfor the year 2006, if you could
22 domestic consumers, the projected change to 22 take us through that table please?
23 the proposed rates for 2005, and take us 23 A.For 2006, excuse me, the percentages are
24 through that table please? 24 literally almost identical in termsof the
25  A. There are some 20 pages to this Schedule. The 25 number of customers that each of the changes
Page 139 Page 140
1 in annual dollarsand the annual dollars 1 was filed on August the 12th, and the revised
2 categories themselves are almost the same as 2 application for 2004 to 2008. Those are the
3 previoudy in theyears. But there are 3 rates for both Labrador East and Labrador
4 roughly about 22 percent in the first category 4 West.
5 will receive changes of $8.00 to $73. 00 5 Q.Now | know you've explained to us that
6 annually. 22 percent will receive changes of 6 there'll bea cumulative changein ratesif
7 $73 to $138 annually. 44 percent will receive 7 the proposed rates areimplemented between
8 changes of $138 to $203 annually, and 10 8 2004 and 2008. IsHydro proposing a rate
9 percent will receive changes of $203to$ 268 9 increase in each year for the next five years?
10 annually, and again the lessthan one half 10 A.We are proposing an automatic rate adjustment
11 percent of that customer class will receive 11 each year to change therates to reflect
12 increases of $268 to $332 annualy. 12 what’sin this particular exhibit right here,
13 Q. If youmoveto, | think it'sthe second last 13 yes.
14 page of your evidence, Schedule 3, we see the 14 Q. Not quibbling or being argumentative, Mr.
15 schedule showing the projected rates, 15 Banfield, but by adjustments you mean increase
16 including the basic charge and the kilowatt 16 for Labrador West for each year?
17 hour charge for each of therates in Happy 17 A.Yes, itisanincrease for each year, yes.
18 Valley-Goose Bay and also Labrador West, 18 Q. Andisthere an increase in the basic kilowatt
19 projected over the next fiveyears. Would 19 hour charge for the energy and also the basic
20 that be accurate? 20 charge per month?
21 A. Referring to Schedule 3, page 1 of 2? 21 A.Yes, thereisachange to the basic charge, as
2 Q. Yes. 22 well asthe energy charge and you can see by
23 A.Yes, that's correct. That lays out the 23 the numbers for 2004, it goes from $4.85 basic
24 comparison of the rates existing in 2003, our 24 chargeto $8.00, to be consistent with the
25 original application or the application that 25 $8.00 charged to the domestic customersin
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1 MR. BANFIELD: 1 Q. Thebasic charge per month for that category

2 Happy Valley. 2 of customersis presently shown as 9.10. How

3 HEARN, Q.C: 3 isthat projected to change between now and

4 Q. And akilowatt hour charge for that same class 4 20087

5 of customers, what’ sthe change from present 5 A.Ther€'ll beanincrease of $1.00 to $10.10in

6 rates to the 2008 rates projected for Labrador 6 2008.

7 West? 7 Q. And during the yearsin the interim, how will

8 A.Current ratesfor energy are 1.35 cents per 8 that basic charge be changed?

9 kilowatt hour going to 3.274 cents in 2008. 9 A.Asyou cansee, for theyearsto 2006, the
10 Q. And forthe next rate class, the general 10 basic charge does not change and then
11 service, would that be fair to characterize it 11 increases to $9.55 in 2007 to the $10.10in
12 as small business class? 12 2008.

13 A.Yes 2.1 isgeneraly referred to as small 13 Q. During the period of time when the projected
14 business class, yes. 14 and proposed ratesfor Labrador West for
15 Q. And what are their present energy ratesfor 15 domestic customers are proposed to be
16 Labrador West on a kilowatt hour basis? 16 increased by 141 percent, what do you project
17 A. Current 2003 rates are 2.2 cents a kilowatt 17 the rate of inflation to be?
18 hour. 18 (12:45 p.m.)
19 Q. And what is projected to be the rate for that 19 A.I'msorry, | don't have that number in front
20 class of customer in 2008? 20 of me, Mr. Hearn.
21 A.5.086 cents per kilowatt hour. 21 Q.Wouldit befairto say that theinflation
22 Q. Andisthat customer also projected to face an 22 numbers at the present time are not projected
23 increased energy charge in each of the 23 to be terribly high during that same period of
24 calendar years from 2004 to 20087 24 time or isthat an unfair question to you?
25  A.That isthe proposal, yes. 25  A.Wadll, | think that if | was to say that |

Page 143 Page 144

1 didn’t have any thoughts on that, that would 1 Q. Doyouhaveany ideaof the magnitude of the

2 be inappropriate aswell. |I'm sure that the 2 number?

3 rates are not insignificant, but they 3 A.Suggest probably it might be in the order of

4 certainly would not be as high as therate 4 two and ahalf percent, two percent, three

5 changes that we're requesting under this 5 percent, somewhere in there.

6 application and nor should they be compared to 6 Q. Sowheninflation isprojected at two and a

7 that, from the perspective, at least from my 7 half to three percent or so, and | redlize

8 perspective, Mr. Hearn, that the reason for 8 thisis somewhat guestimate, but that’sthe

9 the big increasesin therate proposa for 9 guestimate at the present time, and our rates
10 Labrador West isthe requirement, based on 10 here areprojected to beincreased by 28
11 what’ s been given to me to come forward with a 11 percent?

12 uniform rate structure in the five-year 12 A.Yes, those are the numbers, but again, | think
13 period. 13 that, from my perspective, that’s an unfair
14 Q. The proposed rates for Labrador West for 2004 14 comparison. Therateincreases required in
15 reflect a suggested increase of approximately 15 Labrador City require that we propose to put
16 28 percent. |sthat correct? 16 forward to meet the uniform rate structure are
17 A.I’'msorry, can you repeat that again? 17 not of an inflationary nature. They're

18 Q. For 2004, the proposed rate increase for 18 necessary in order to be ableto achievea
19 Labrador West consumers would be approximately 19 particular policy within afive-year period.

20 28 percent? 20 Q. Over the next five-year period, are you
21  A.Onaverage, yes, that's correct. 21 projecting building any new generation
22 Q. What'sthe projected rate of inflation for 22 capacity in Labrador West?

23 2004? 23 A. Nonethat I'm aware of.

24 A.lI'msorry, | don't have that number in front 24 Q. Are you projected in making any other
25 of me. 25 additions to distribution facilities, other
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1 HEARN, Q.C.: 1 Kennedy?

2 than normal maintenance? 2 MR. KENNEDY:

3 A.Other than what's been included in the 3 Q. lwon'tbelongatal, Chair.

4 application, and | can’'t remember now. There 4 CHAIRMAN:

5 was an RFI, | believe, asked on that, but | 5 Q. Won'tbelong. Re-direct?

6 must admit that | can’t remember whether there 6 GREENE, Q.C.:

7 were any new capital proposed or not. 7 Q. Won'tbelong at al either.

8 Q. Are there any maor projects, capita 8 CHAIRMAN:

9 projects, projected for this areathat you're 9 Q. Won'tbelong. So with your indulgence, I'd
10 aware of ? 10 like to push on. Hopefully it won't be much
11 A. Notinthe Labrador West area, no. 11 more than perhaps ten minutes or so. Thank
12 Q. Those are my questions, Mr. Chairman. Thank 12 you.

13 you very much, Mr. Banfield, for your 13 MR. KENNEDY:

14 patience. 14 Q. Thank you, Chair. Mr. Banfield, | just wanted

15 A. Thank you. 15 to ask acouple of questions concerning some

16 (12:50 p.m.) 16 of the other cost of serviceregions that

17 CHAIRMAN: 17 Hydro operates, sometimes referred to asthe

18 Q. Thank you, Mr. Hearn. Thank you, Mr. 18 five zones. Would you have had involvement in

19 Banfield. I1tis10to 1. I'dliketo, if at 19 the rate structure for those other zones that

20 al possible, to--yes. | redizethat. I'd 20 Hydro operates as well?

21 liketo, if atal possible, conclude the 21 A. | certainly had involvement, yes.

22 evidentiary portion of the hearing before 22 Q.Okay. And as! understand it, one of those

23 lunch. We do have some questions from the 23 zonesisreferred to asthe Rural Isolated.

24 Board hearing counsel. 1’djust like to 24 Isthat correct?

25 inquire asto how long that might take, Mr. 25 A.That'scorrect. Thereare actually two cost
Page 147 Page 148

1 of services prepared for the Rural Isolated, 1 electricity, for instance, in Paradise River,

2 but the costs are combined together for one 2 the cost to produce every extra kilowatt hour

3 rate structure. 3 of electric useisin the order of 25.7 cents

4 Q.Right. So intheRural Isolated zone, that 4 per kilowatt hour? Does that sound familiar?

5 would include places such as Hopedale, Black 5 A.l believe the RFI CA-8 hasthat listed, if

6 Tickle, Paradise River, Charlottetown? Is 6 that’ s what you' re referring to.

7 that correct? 7 Q. That'swherel took the information from.

8 A.That'scorrect, in the Labrador system, yes. 8 A.Okay. Well then, I'll agreeto that.

9 Q. And those communities, they obtain their power 9 Q. Okay. Hopedde, forinstance, on that same
10 from remote diesel generation? Is that 10 chart shows that the cost to produce--marginal
11 correct? 11 cost to produce electricity in Hopedale is
12 A.That'scorrect. 12 15.7 cents a kilowatt hour?

13 Q. They're not connected to any system? Isthat 13 A. |l would take that.

14 correct? 14 Q.And Black Tickle, for instance, and

15  A.Inthe bigger picture, no, that’s correct. 15 Charlottetown are both at roughly 13 centsa
16 Q.| understand as well, we' ve seen some evidence 16 kilowatt hour?

17 that the cost to produce el ectricity for these 17 A. That soundsreasonable.

18 customersin these remote rural communities 18 Q. Now does Hydro set electricity rates for

19 varies fairly significantly from remote 19 Paradise River and then set separate

20 community to remote community? Is that 20 electricity rates for Black Tickle and

21 correct? 21 separate electricity rates for Hopedal €?

22 A.Yes, itcan. 22 A.No. Asl just mentioned earlier, we perform a
23 Q.Would | be correct in saying that, for 23 cost of service for each system, both the

24 instance, Paradise River, the cost of 24 Labrador Isolated System and the Island
25 producing--the marginal cost of producing 25 Isolated System. We combine the cost and come
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1 MR. BANFIELD: 1 service study, | probably couldn’t state
2 up with onerate structure for al customers 2 categoricaly, but if you--it's generally been
3 on those systems. Even though they're 3 accepted, and | would have to say from my own
4 individually fed by different distribution and 4 experience that if | wasto do that that the
5 diesdl, they all pay the samerate. 5 true cost of serviceto supply customersin
6 MR. KENNEDY: 6 those individual areas would certainly be
7 Q. Soforinstance even Ramea, whichis inthe 7 different.
8 island obvioudy andis aso an isolated 8 Q. And sothere's averaging that takes place
9 community and operateson diesdl, that the 9 within the Island of the province?
10 electricity rates that the customersin Ramea 10 A. Absolutely.
11 see are the same electricity ratesthat a 11 Q. Okay. That'sall the questions| have, Chair.
12 customer inyour Labrador section of your 12 Thank you.
13 Rural Isolated would see? 13 CHAIRMAN:
14  A. That’scorrect. 14 Q. Thank you, Mr. Kennedy. | guessthe process
15 Q. Okay. Just turning to the Island itself then, 15 itself calls for the opportunity for Hydro to
16 Mr. Banfield, the interconnected portion of 16 redirect some questions at the witness after
17 theisland, customersthat arein St. John's, 17 cross-examination by the intervening parties
18 dothey pay thesame electricity rates as 18 and the Board hearing counsel, so | understand
19 people in Trepassey or Burin or Corner Brook? 19 that’ll be short, Ms. Greene. Thank you.
20 A.Yes, they do. 20 GREENE, Q.C.:
21 Q. And would the cost to produce or the cost to 21 Q. Yes, thank you, Mr. Chair. | only have one
22 provide electricity to those four places, St. 22 short area. Mr. Banfield, Mr. Hearn asked you
23 John's, Trepassey, Burin and Corner Brook, all 23 about the cost associated with the Wabush
24 be the same? 24 terminal station. Does Hydro own any of the
25  A.Not having performed the actual cost of 25 assets in the Wabush terminal station?
Page 151 Page 152
1 A. Wepay for 67 megawatts. 1 presentations scheduled for this afternoon,
2 Q. Do we actualy own the assets? 2 six remaining presentations, plus, | guess
3 A. No, wedo not own the asset, no. 3 it'sseven now. So, what we'll do iswe'll
4 Q. Thisisrelated totheissue of whether you 4 take the opportunity to break for lunch for an
5 were capitalizing expense. 5 hour until 2:00 and then we'll return and
6 A.Yes, thisisthe monieswe paid for the right 6 we'll hear the presentations at that point in
7 to use a portion of that station is an expense 7 time. Thank you very much.
8 item that we expense out each year. 8 (BREAK FOR LUNCH - 1:00 P.M.)
9 Q. So, who does Hydro actually pay the money to 9 (RECONVENE - 2:00 P.M.)
10 for the use of the Wabush terminal facilities 10 CHAIRMAN:
11 that it does use associated with the third and 11 Q. Thank you. Could we, hopefully, get started,
12 fourth expansion? 12 if | can have your attention, please? First
13 A. We pay moniesto 10cc, the Iron Ore Company of 13 of al, let me apologize, once again, for this
14 Canada. 14 morning. Hopefully, this afternoon, we're a
15 Q. So, it'sthelron Ore Company of Canada that 15 little bit better organized in terms of the
16 Hydro will pay these costs that we have 16 technical problems and thingswill proceed
17 included in the cost of services associated 17 certainly more smoothly than this morning. As
18 with the use of the use of the Wabush terminal 18 | explained, we are here this afternoon to
19 third and fourth expansion, that’s correct, is 19 receive presentations from the community, from
20 it? 20 municipalities. | notice we have on th list,
21 A.Yes. 21 we certainly have the representatives of the
22 Q. Thank you, Mr. Banfield. 22 union here, we have Chamber of Commerce and we
23 CHAIRMAN: 23 have some private citizens. So, there appears
24 Q. Thank you, Ms. Greene. Thank you very much, 24 to be certainly a good mix. AndI’'m sure
25 Mr. Banfield. 1t's1:00 now. We have six 25 we'll hear all the perspectives on thisissue
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1 CHAIRMAN: 1 hear from those through the presentersthis
2 which isindeed why we're here. I'll just run 2 afternoon. So, | would, indeed, ask for your
3 down through it for you. We have, in total, 3 co-operation to allow the proceedingto go
4 seven presentersthis afternoon. We have 4 forward. Thank you.
5 Mayor Graham Letto with the Town of Labrador 5 | will call upon Mayor Graham L etto now.
6 City; we have Mayor Jim Farrell with the Town 6 | guess, for reasons, again, of acoustics,
7 of Wabush; we have George Kean whois the 7 we're going to have to call upon the witnesses
8 President of the United Steelworkers Local 8 to, | assume--go afternoon, Mayor Letto.
9 5795 of 1oc; we have Hyron Economic 9 MAYORLETTO:
10 Development Corporation, Jody Kelly as manager 10 Q. Good afternoon.
11 and | understand accompanying Mr. Kelly will 11 CHAIRMAN:
12 be ElImo Bingle, who isthe President of the 12 Q. If you couldtake the Bible inyour right
13 Labrador West Chamber of Commerce; we have Mr. 13 hand.
14 Tom Kent whois Vice-President of the Union, 14 MAYOR GRAHAM LETTO (SWORN)
15 the United Steelworkers of America, Local 15 CHAIRMAN:
16 6285, Wabush Mines; Ern Condon who is here as 16 Q. Thank you, sir, youmay beginwhen you're
17 aprivate citizen; and Ms. Shirley Squiresis 17 ready.
18 here as a private citizen as well. 18 A.Good afternoon, ladies and gentlemen.
19 Before we do start, let me just ask for 19 Certainly on behalf of the Town of Labrador
20 your co-operation, again, if | could, this 20 City and indeed, all the residents of Labrador
21 evening. | certainly appreciatedit this 21 West, | would like to extend a sincere welcome
22 morning. This is, | know, a very sensitive 22 tothe puB, counsel and staff and also to
23 issueinthisarea. | know there are strongly 23 representatives of other interested parties
24 held concerns and emotions in thisroom; | 24 including Newfoundland and Labrador Hydro,
25 certainly recognize that and I'm surewe'll 25 Consumer Advocate and Newfoundland Power. The
Page 155 Page 156
1 Town acknowledges, with thanks, the presence 1 of it has been provided already this morning.
2 and support of our MHA, Randy Collins, the 2 The electrical distribution system that
3 Iron Ore Company of Canada, Wabush Mines, 3 services consumers in Labrador City was
4 United Steelworkers of America, the Chamber of 4 designed, planned constructed and built by the
5 Commerce and the Hydro Regional Economic | 5 Iron Ore Company of Canadaat itscost. In
6 Development Board. And most importantly, | am 6 its conception, design and operation by 10cC,
7 so pleased this morning to see the large 7 there was no connection by or relationship to
8 turnout from our community. Itisaworking 8 the electrical system that served Happy
9 day, today isWednesday, and for people on 9 Valley-Goose Bay. This system was run by the
10 their day off and those people who have 10 Iron Ore Company of Canadaas astand-alone
1 retired and chose to make Labrador City and 1 system providing high quality electrical
12 Wabush their home, | appreciate your coming 12 service to Labrador City consumers for
13 out today in support of this very important 13 approximately 30 years. In the early 1990s,
14 issue. And| hopeit’s recognized by the 14 the Iron Ore Company of Canada transferred its
15 Board and by other people here, the importance 15 electrical system to Newfoundland and L abrador
16 that thisissue is toyou, to usand to 16 Hydro for a nominal sum of $1.00 with 10c--and
17 Labrador City and Wabush. 17 also contributed substantially to the cost of
18 The Town of Labrador City hasinitiated a 18 upgrading the system and these costs have been
19 complaint to the PUB that the proposed policy 19 provided to you thismorning. The effect was
20 of equalizing rates between Labrador West and 20 the Newfoundland and L abrador Hydro was given
21 Happy Valey-Goose Bay is unfair to the 21 afully maintained state of the art electrical
22 electrical consumersin Labrador West and 22 distribution system, a cadillac system, in
23 would amount to charging discriminatory rates 23 fact, at no cost. Newfoundland and Labrador
24 to consumersin Labrador West. | would like 24 Hydro took control of the Labrador City
25 to giveyou ahistorical background and some 25 distribution system and merged this system
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1 MAYORLETTO: 1 Churchill Falls. Labrador East has higher
2 with the electrical system serving the Town of 2 generation cost that Labrador West sinceit
3 Wabush which had been given to Hydro in the 3 hasto bear the cost of standby generation
4 mid 1980s, again, at no cost to Hydro and with 4 capacity whichis back updiesel and gas
5 Wabush mines paying the cost of upgrading. 5 turbine facilities. These standby facilities
6 Thus, Hydro not only received, a no 6 are solely related to backup generation
7 cost, both individual systems that served the 7 capacity for Labrador East and have no
8 electrical consumers in Labrador West, but 8 relevance whatsoever for Labrador West.
9 also received millions of dollars to upgrade 9 There are aso different cost
10 these systems. Theresult of such upgrading 10 characteristics associated with the
1 is that ongoing cost of maintenance and power 1 transmission of power from Churchill Fallsto
12 distribution in Labrador West arerelatively 12 Labrador East and to Labrador West. The
13 lower than for systemsthat have not been so 13 electrical energy from Churchill Falls is
14 well maintained and upgraded. In contrast, 14 wheeled to Labrador West by Twin Falls Power
15 the electrical system serving Happy Valley- 15 Corporation and received at the Wabush
16 Goose Bay was built and operated by 16 substation by Hydro with no transmission costs
17 Newfoundland and Labrador Hydro. They have 17 to Hydro. Happy Valey-Goose Bay receives
18 received no such capital contributions to 18 power from Churchill Falls viaa dedicated 230
19 upgrade the system. The system was designed 19 kV transmission line with Hydro being
20 and has always been operated completely 20 responsible for the cost of building,
21 separate from that of Labrador West with no 21 operating and maintaining the transmission
22 interaction or synergies. The only thing that 22 line. Given the different characteristics of
23 the Labrador East system hasin common with 23 the systems of Labrador West and that in Happy
24 the present system in Labrador West isthat 24 Valley-Goose Bay, and also giventhat the
25 each receives its power that is generated at 25 contributions to cost made by the mining
Page 159 Page 160
1 companies in this area, the cost of 1 West electrical systems were given to Hydro at
2 distributing electrical power to consumersin 2 virtually no cogt, it was reasonable to expect
3 Labrador West is lower than that required to 3 that future rates for Labrador West will be
4 distribute power to consumersin Happy Valley- 4 based onacost of serviceinthisarea A
5 Goose Bay. By merging thetwo systemsand 5 policy that ties consumersin Labrador West to
6 posing asystem of uniform rates ona so 6 adifferent system some 500 kilometres away
7 called, Labrador Interconnected grid or a 7 resultsin Labrador West consumers again, and
8 system, Hydro has adopted an arbitrary policy 8 | have to emphasize, subsidizing consumersin
9 requiring consumers in Labrador West to do 9 Happy Valley-Goose Bay. Andit's clearly,
10 nothing more than to subsidize those in Happy 10 arbitrarily on the part of Hydro and amounts
11 Valley-Goose Bay. Thisarbitrary policy is 11 to discrimination against electrical consumers
12 contrary to principle and amounts to 12 which are you and mein Labrador West.
13 discrimination against consumers in Labrador 13 You've aso heard this morning, the
14 West. 14 effectson the mining companies. Presently
15 Hydro--and you've been all here this 15 the mining companiesin Labrador West are the
16 morning and | haven't heard anything and I’'m 16 sole reason for these communities existence
17 sureyou haven't either--have presented no 17 and are facing achallenge for their very
18 concrete evidence to show why the two separate |18 survival. It's not an overstatement to say
19 systemsin Labrador West and Happy Valey- 19 that Labrador West community isfighting for
20 Goose Bay should be merged, other than that 20 its continued existence. We must convince the
21 it's a policy adopted Newfoundland and 21 owners of 10Cc and Wabush minesto continue to
22 Labrador Hydro. Rather, there appearsto bea 22 support their mining operationsin Labrador
23 policy decision as part of Newfoundland and 23 West while we wait for prices and marketsto
24 Labrador Hydro without any historical logic or 24 improve. Electrical rate increases in
25 evidenceto supportit. When the Labrador 25 Labrador West inevitably impact on cost to the
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1 MAYORLETTO: 1 including Newfoundland Power customers and
2 mining companiesto alarge degree and again, 2 some customers in Labrador. By utilizing the
3 you've al heard the from the evidence. The 3 authority conferred by Section 92(a) of the
4 costs of doing business areincreased. By 4 Canadian Constitution, the province could
5 compelling Labrador West's electrica 5 impose atax on al electrical production of
6 consumers to subsidize those in Happy Valley- 6 this province including that exported. Such a
7 Goose Bay, we are, indeed, increasing costs to 7 tax would more appropriates spread the burden
8 the mining companies at atime when they 8 of rural rate subsidy and reduce the impact on
9 cannot afford any additional burdens. At the 9 Labrador domestic consumers, as well as
10 same time, we are, in effect, making the 10 Newfoundland Power customers on the Island.
11 mining companies pay twice sincethey have 11 Indeed, a modest tax in the range of one mil
12 aready paidfor the electrical system in 12 per kilowatt hour calculated on all electrical
13 Labrador West. 13 production in the province, whether exported
14 I'd like to addressthe rura deficit. 14 or not, would realize sufficient monies to
15 Labrador City hasalways paidits share of 15 fund the rural deficit. Thisisa better and
16 social coststo thisprovince. Residentsin 16 fairer approach than placing the entire burden
17 Labrador City do not object, in principle, to 17 of rural electricity rateson Newfoundland
18 the subsidization of rural electricity rates 18 Power customers and some Labrador customers.
19 aswas referred to this morning, those rates 19 ThisBoard’'s duty and responsibility is to
20 in Hopedale, Makkovik, Black Tickle and other 20 recommend such atax to the province.
21 places onthe Labrador coast where diesel 21 That is the extent of my official
22 generation is used. Such asubsidy is,in 22 presentation, but there’s acouple of other
23 effect, asocial tax. Asa tax, it ought to 23 things | want to mention. And | think, and
24 be collected through the legislature, rather 24 again, | have to than the people for coming
25 than imposed on certain electrical consumers 25 out. You see by the attendance here today,
Page 163 Page 164
1 many of those people are retirees who've 1 Bay. That's their commitment to Labrador
2 chosen Labrador City and Wabush as their place 2 West. We're being used as a source of income
3 tolive. They choseit not because we have a 3 to subsidize other areas of this province.
4 great transportation system which is, indeed, 4 And what they’re doing by doing that, you're
5 substandard, not because we have a great 5 pitting one area of Labrador against another.
6 health care system, which is declining. One 6 Y ou're pitting Labrador West against L abrador
7 of the main reasons these people chose to stay 7 East. We don't want that, but unfortunately,
8 here and why people continue to choose to stay 8 if this goes ahead, it will happen.
9 here is because of the electrical rates. That 9 | thank you for your timeto the Board
10 isthe only thing other than being agreat 10 and please, | beg of you, to consider the
11 community to live in, that is the only 11 evidence that’ s being put forward here today.
12 tangible benefit thereisto stay here. And 12 And, you know, thereisno logical evidence
13 now, Newfoundland and Labrador Hydro istrying 13 and there islogical reason to impose such an
14 to take that away from us. We don't think 14 increase on us when other parts of Labrador
15 it'sfair and the only reason, as |’ ve stated 15 are, indeed, seeing a decrease. Thank you
16 earlier, that they’re doing this and they have 16 very much.
17 proven, they have given no evidence otherwise, 17 (APPLAUSE)
18 isto subsidizethe ratesin Happy Valley- 18 CHAIRMAN:
19 Goose Bay at atime when they’ve just shown 19 Q. Thank you very much, Mayor Letto. We'll move
20 their commitment to Wabush and Labrador City 20 to questions now. Mr. Hearn, please?
21 by closing the office. There is no cost, they 21 HEARN, Q.C.
22 have no cost in Labrador West because they get 22 Q. Mr. Mayor, | don’'t have any further questions.
23 the power at avery low rate. They’ve closed 23 | think you’ve covered all the pointsthat |
24 the office there. Where do we have to go now 24 intended to have you bring out. There may be
25 to get contact with Hydro? Happy Valley-Goose 25 some questions from some of the other counsel.
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1 GREENE, Q.C.: 1 timeto time? Can you passany comment on
2 Q. Noquestions. 2 that?
3 BROWNE, Q.C.: 3 .1'think I would have to say that,in al
4 Q. Okay, I'll ask afew questions. Yes, Mayor 4 fairness, that the supply of electricity is
5 Letto, can you give us some information 5 fairly constant.
6 concerning the demographics of the community? 6 .And interms of thefact that you are a
7 Intermsof the form of heating people have 7 northern community and according to the
8 here. Are there many people who heat their 8 evidence presented this morning, probably it’s
9 homes with oil or are the vast mgjority 9 alot colder herethan it isin Happy Valley-
10 heating their homes with electricity? 10 Goose Bay and therefore, you rely more on your
11 A.l don't know what the figures are, but 11 electricity perhaps than most. Isthat afair
12 certainly, | think | would be right in saying 12 comment?
13 that the magjority of the people in Labrador 13 A. |l think so, yes.
14 West use electricity to heat their homes 14 Q. And domost people requireto plug intheir
15 because of the benefit that we enjoy, because 15 cars at night? Is that arequirement of
16 of electricity rates. | mean, to compare the 16 living here in this particular area?
17 cost between electricity and oil, there’'sno 17 A. If you want to go somewhere the next morning,
18 doubt that most people are using electricity. 18 you have no choice.
19 Q. Domany people supplement their electricity 19 Q. So, that's part, an essential part of your
20 heat with wood stoves and the like? Isthat 20 existence, to have a source of electricity to
21 common practice - 21 plug in your car?
22 A.That isacommon practice, yes. 22 A.Wadll, it'seither to plug in the car or heat a
23 Q. Andcanyou tell me, concerning the loss of 23 second building which would be a garage, yes.
24 supply, isthe supply of electricity constant 24 Q. Andinterms of this particular application, |
25 here or are you subject to interruptions from 25 gather that your objectionisbeing tiedto
Page 167 Page 168
1 the Happy Valley-Goose Bay rate, but if the 1 CHAIRMAN:
2 Board were to decide to give you, to allow you 2 Q Whoeésehas-
3 to exist on a stand-alone basis and Hydro had 3 MR.HAYES:
4 legitimate costs pursuant to this particular 4 Q. No questions here, thank you.
5 area, it's not your objection to a rate 5 MR. KENNEDY:
6 increase pursuant to those costs, isit? 6 Q. Mayor Letto, are there areas where the towns
7  A.Wdl, webdieve that if that were done, we 7 of Labrador City and Wabush co-ordinate
8 wouldn’t be heretoday becausethe cost to 8 activities with the towns of Goose Bay? For
9 Newfoundland and Labrador Hydroto deliver 9 instance, in government servicesfor things
10 power to Labrador West isminimal. And we're 10 such asfire protection for your residential
11 indeed paying our way now and as was proven 11 and commercia peoplelivingin the towns or
12 two years ago in Wabush when they received a 12 health care services or permits, those sorts
13 refund of $3,000,000.00 because they had 13 of things, is there any co-ordination between
14 overpaid on the present rates. So, | 14 your town and any of the towns in Labrador
15 mean,there’'s no reason to believe and 15 East or isit awayskept asa completely
16 Newfoundland and Labrador Hydro certainly 16 separate thing?
17 hasn’t shown to me, any reason to increase the 17  A. Therewas atime when that was the case, but
18 cost of electricity in Labrador West based on 18 that's a horse of another colour because
19 the cost of delivery to Labrador West. 19 that’ s another areawe're tryingto fight.
20 Q. So, on astand-alone basis, you don't believe 20 We're losing everything to Labrador East
21 there would be any requirement for an increase 21 including, as an example, Newfoundland and
22 in any case? 22 Labrador Hydro officewas closed there and
23 A.That'sright. 23 they still maintained the one in Happy Valley-
24 Q. Okay, thank you very much, Mayor Letto. 24 Goose Bay. The centre of our health care, our
25 A.You'rewelcome. 25 school boards, it’s al being based out of
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1 MAYORLETTO: 1 thank you, sir.
2 Happy Valley-Goose Bay. For us--and these are 2 | now cal upon Mayor Jim Farrell,
3 other things--we don’t agree with that either. 3 please, with the Town of Wabush.
4 So, I'mnot surewhat the intent of your 4 (225p.m.)
5 question is, but we see no connection between 5 MAYOR JM FARRELL (SWORN)
6 us and Labrador East when it comes to 6 MS. NEWMAN:
7 electrical rates. 7 Q. Chair, before we begin -
8 MR. KENNEDY: 8 CHAIRMAN:
9 Q. Yes Andl think you've made that abundantly 9 Q. You'regoing to have to stand up.
10 clear. I'mjust tryingto seewhat other 10 MS. NEWMAN:
11 areas of your living in your community do you 11 Q. Yes. Chair, before we begin, Jim Farrell, as
12 share some government like services or 12 Mayor of Wabush has kindly provided awritten
13 activitieswith Labrador East. Y our capital 13 copy of his presentation. So, we'll label
14 improvement programs, for instance, for your 14 that JF No. 1 before we begin. Thank you.
15 roads or your sewers, do you share-- 15 CHAIRMAN:
16 (laughter)--do you share any engineering 16 Q. Thank you. Mr. Farrell?
17 expertise between your town and the Town of 17 A. Good afternoon, ladies and gentlemen. If |
18 Goose Bay, for instance, on how you go about 18 sound repetitive, | guess | will, although
19 that? 19 Graham and | didn’'t sit by each other and do
20 A.No. 20 our report, but there’'s so many things that
21 Q. No, okay. That'sall the questions | have. 21 are sotrue to both townshere that the
22 Thank you, Chair. Thank you, Mayor Letto. 22 reports will probably seem the same. We have
23 CHAIRMAN: 23 great concerns and Graham expressed them well.
24 Q. Thank you. Any Board questions? Thank you, 24 | al'so have to thank the number of people that
25 Mayor Letto, very much for your presentation, 25 showed up heretoday. It certainly showsthe
Page 171 Page 172
1 concern that everybody has for this area. 1 complaint to the Public Utilities Board that
2 People that are retired and want to live here, 2 the proposed policy of equalizing rates
3 seeing the rates go up by 250 percent or two 3 between Labrador West and Happy Valley-Goose
4 and ahalf timeswhat they’re paying now in 4 Bay isunfair to the electrical consumersin
5 five yearstimewill certainly probably make 5 Labrador West and would amount to charging
6 them think about staying here or leaving here. 6 discriminatory rates to consumersin Labrador
7 So, for that reason, | want to thank them for 7 West. Theelectrical system that services
8 coming out today, for theinterest they’'ve 8 Wabush's electrical consumers was built by
9 shown and hopefully, the Board will come back 9 Wabush Mines at its cost. The system was
10 eventually and give them some good hope. 10 operated well by Wabush Mines until
11 On behalf of the Town of Wabush and the 11 approximately 1985. Wabush Mines gave the
12 residents of Labrador West, | would like to 12 system to Newfoundland and Labrador Hydro for
13 extend a sincere welcome to the Public 13 the nominal sum of $1.00. In addition, Wabush
14 Utilities Board, counsel and staff and also to 14 Mines contributed approximately $3,000,000.00
15 representatives other interested parties 15 to upgrade the system. The Newfoundland and
16 including Newfoundland and Labrador Hydro, the 16 Labrador Hydro has been give amodern, state
17 Consumer Advocate and Newfoundland Power. The 17 of the art, completely upgraded electrical
18 Town acknowl edges with thanks the presence and 18 system at no cost whatsoever to Newfoundland
19 great support of our MHA, Randy Collins. The 19 and Labrador Hydro, no cost at all.
20 Town is especialy appreciative in the 20 The Wabush system had not historical
21 attendance and support of Wabush Mines, the 21 connection to the system developed by
22 Iron Ore Company of Canada, the United 22 Newfoundland and Labrador Hydro to serve
23 Steelworkers of America, the Hyron Regional 23 electrical consumers in the Happy Valley-Goose
24 Economic Development Board and the Chamber of 24 Bay area. The systemsin Labrador East and
25 Commerce. The Town of Wabush hasinitiated a 25 Labrador West were completely separate and
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1 MR. FARRELL: 1 megawatts of standby generation capacity
2 distinct, nor did the Labrador East electrical 2 consisting of gas turbine and diesd
3 system receive capital infusions to upgrade as 3 generators. Standby capacity for that relates
4 occurred in both Labrador City and Wabush. 4 to Labrador East only, nothing to do with
5 The Wabush system aswell asthe 10c system 5 Labrador West, bear that in mind. It offends
6 serving Labrador City received their 6 common senseand redlity torefer to the
7 electrical energy at the Wabush substation. 7 systemsin Labrador East and Labrador West as
8 The energy is now wheeled to Labrador West by 8 asingle Labrador interconnected system. The
9 Twinco over its 230 kV transmission line at no 9 reality isthat electrical energy in Labrador
10 cost at al to Newfoundland and Labrador 10 West ought to be cheaper than power in
11 Hydro. The Labrador East electrical system 11 Labrador East because of the modern upgraded
12 serving Happy Valley-Goose Bay and surrounding 12 system in Labrador West, low acquisition cost
13 areas receives its power via a 130 kV 13 for the systemsand no transmission costs.
14 transmission line from Churchill Falls. The 14 Any decision to treat the Labrador West system
15 kV lineis dedicated solely to the Labrador 15 and the Labrador East systemas a single
16 East area. Its capital and maintenance costs 16 interconnected system is a completely
17 are incurred by Hydro solely to serve 17 fictitious exercise. Theresult of apolicy
18 customersin Labrador East. The only common 18 imposing uniform rates throughout the so-
19 feature between the systemin Labrador East 19 called interconnected system is that consumers
20 and that in Labrador West is that each 20 in Labrador West would be discriminated
21 receives power that is generated by Cr(L)Co at 21 against by being required to subsidize those
22 Churchill Falls, that’s the only difference. 22 in Labrador East, discriminated against. The
23 However, generation costs are higher in 23 result amounts to undue rate discrimination
24 Labrador East than in Labrador West because 24 against the consumers in Labrador West.
25 Labrador East hasthe cost of maintaining 38 25 Wabush Mines may be facing the most
Page 175 Page 176
1 difficult market conditionsthat it has ever 1 Asastax, it ought to be collected through
2 experienced. Prices and markets are fiercely 2 the legislature rather than impose on certain
3 competitive, while at the same time, the 3 electrical consumersincluding Newfoundland
4 Canadian currency has appreciated some 20 4 Power customers and some customers in
5 percent in thepast year. Inthis market 5 Labrador. By utilizing the authority
6 environment, Wabush Mines isstruggling to 6 conferred by Section 92(a) of the Canadian
7 survive. If Wabush Mines does not exist, then 7 Constitution, the Province could impose a tax
8 the Town of Wabush has not reason to exist. 8 on al electrical production in the Province
9 Increases in electricity rates add to the cost 9 including that which is exported from
10 of doing business in Labrador West for Wabush 10 Churchill Falls, such atax would be more
11 Mines aswell asfor the Iron Ore Company of 11 appropriately spread, the burden of rura rate
12 Canada. 12 subsidy and reduce the impact on Labrador
13 In effect, such rate increases require 13 domestic consumers as well as Newfoundland
14 these companiesto pay again for costs that 14 Power customers on theldand. Indeed, a
15 they may have already paid for before. 15 modest tax in therange of one mil per
16 We, in Wabush, fear that such a 16 kilowatt hour calculated on an al electrica
17 discriminatory policy may underline the 17 production in the Province, whether exported
18 commitment of Wabush Mines to continue 18 or not, would realize sufficient monies to
19 businessin Labrador. 19 fund therural deficit, just one mil per
20 WEe'll go to the collection of the rural 20 kilowatt hour. Thisisabetter and fairer
21 deficit now. Wabush has always paid its share 21 approach than placing the entire burden of
22 of socia costsin the Province. Residentsin 22 rural electricity rates on Newfoundland Power
23 Wabush do not object, in principle, to the 23 customersand some Labrador customers. The
24 subsidization of rural electricity rates. 24 Board's duty and responsibility is to
25 Such asubsidy is, in effect, a social tax. 25 recommend such atax to the Province.
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1 MR. FARRELL: 1 funny, you know. The health care systemis
2 Consumersin Labrador West pay electricity 2 centralized in Labrador East; Hydro, as Graham
3 rates based on the cost to service Labrador 3 said before, have moved their office to Goose
4 West, together with contribution to the rural 4 Bay now and | heard a while ago that they
5 deficit. Labrador West should not be required 5 hired someone on a part-time basis over there,
6 to subsidize Happy Valley-Goose Bay consumers. | 6 practically to look after work that’s being
7 Hydro should not be placing Labrador West 7 generated by the workers over here and sent to
8 citizensin aposition where Labrador West 8 Goose Bay to be continued. So, that’s athing
9 consumers are forced into a direct conflict 9 that, you know, makes people in Labrador West
10 with those in Happy Valley-Goose Bay. 10 wonder what they're doing. People herelive
11 | thank you for the opportunity to make 11 inaclimatethat is much harsher and colder
12 this submission and look forward to a decision 12 than in Labrador East and it seems like we're
13 that does not allow discriminatory rates to be 13 always getting the other end of the stick, so
14 charged to consumersin Labrador West. 14 tospeak. So, | respectfully submit to the
15 I'll have to say, what thisdoesis pit 15 Board that they look favourably on all the
16 us against Labrador East and we have no 16 comments that we've made heretoday and I'd
17 problem with consumers in Labrador East, 17 like to thank you for your presence. Thank
18 that’ s not the problem. The problem is that 18 you very much.
19 looking five years down the road when 19 (APPLAUSE)
20 consumers in Labrador West will be subject to 20 CHAIRMAN:
21 141 percent increase and consumersin Labrador |21 Q. Thank you, Mayor Farrell, very much.
22 East, zerorateincrease. That’'s what makes 22 Questions, Mr. Hearn?
23 it hard for al of us tofathom. So, as 23 HEARN, Q.C.:
24 Graham said before, we're losing so many 24 Q. Mayor Farrell, it'smy understanding and | ask
25 services to Labrador Eagt, that it's not even 25 you to correct meif I'm wrong, that the
Page 179 Page 180
1 citizensin Wabush and Labrador City do not 1 A. Thank you.
2 object to paying the cost to service the local 2 CHAIRMAN:
3 area, would that be correct? 3 Q. No questions? Thanks very much, Mayor
4 A That'scorrect, Mr. Hearn, yes. 4 Farrell. | call upon Mr. George Kean now, Mr.
5 Q. Andthat, in principle, isit also correct to 5 Kean, please?
6 say that the consumers here don’t object to 6 (2:36 p.m.)
7 paying areasonable share towards social costs 7 CHAIRMAN:
8 such as therural deficit? 8 Q. Good afternoon, Mr. Kean.
9 A.We'venever objected to that; we expect that 9 MR. GEORGE KEAN (SWORN)
10 actually. 10 MS. NEWMAN:
11 Q. Thosearemy questions. Some other counsel 11 Q. Chair, before we begin, Mr. Kean haskindly
12 may have some other questions. Thank you, Mr. 12 provided a copy of his presentation and we' Il
13 Mayor. 13 cal that Gk No. 1.
14 GREENE, Q.C.: 14 CHAIRMAN:
15 Q. Noquestions, Mr. Chair. 15 Q. Thank you, Ms. Newman.
16 MR. HAYES: 16  A. Mr. Chair, members of the Board, ladiesand
17 Q. Noquestions, Mr. Chair. 17 gentlemen. First of all, I'd like to ask the
18 BROWNE, Q.C.: 18 Board members to probably relax for a few
19 Q. Just onequestion, Mayor Farrell. Street 19 minutes. My presentation isn’'t going to be
20 lighting, what does street lighting cost your 20 about the cost of service and these type of
21 council? Do you have any idea? 21 things. | want you to understand what’ s going
22 A. About nineteen thousand per year roughly. 22 to be happening here in Labrador West if you
23 Q. Nineteen thousand? 23 make the decision in Hydro’s favour. And asa
24 A.Yeah. 24 member, a person who's been on National Boards
25 Q. Okay, thank you, Mayor Farrell. 25 myself, Provincia Boards, | know the
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1 MR. KEAN: 1 the opportunity to make the presentation and

2 magnitude of the decision you're going to have 2 the proposed requests of Hydro for rate

3 to make. But I’'m not sureif you, asBoard 3 changesto its customers. I’'m here, not only

4 members, redlize the magnitude of your 4 representing my members, but retirees and

5 decision or what your decision could cause to 5 families of deceased members who are the

6 this community of Labrador West. | know you 6 majority of customers of the electric system

7 have travelled across the Province in the last 7 in Labrador West.

8 couple of daysand here today, you' re probably 8 | guess | could be call a Consumer

9 hearing more of the same, but it’s important 9 Advocate who is aware of the individuals that
10 for you to redly get a good understanding. 10 are residing in Labrador West and their
11 Many of you are probably from St. John’s and 11 ability to survive under such arate increase
12 other parts of the Province and saying to 12 that’s projected to take place. My members
13 yourself well, | pay six cents per kilowatt, 13 have cometo Labrador City over the years with
14 what are these people complaining about? If | 14 the promise of subsidized housing, excellent
15 can pay it, they canpay it. But we're 15 medical and recreational facilities, vacation
16 talking about everything being on equal keel. 16 packages and jobs. Thelron Ore Company of
17 And if you live in Labrador West, things 17 Canada realized many years ago that in order
18 aren’'t on equal keel. If it was, wewouldn’t 18 to attract workers to the northern mining town
19 be complaining. 19 which has avery harsh climate with six to
20 On behalf of 950 members of the United 20 eight months of temperatures around minus 20
21 Steelworks Association of America, Loca 5795, 21 they had to offer good benefits. Even with
22 representing al of the employees at the Iron 22 good benefits, the Iron Ore Company had found
23 Ore Company of Canada and Orica Canada 23 many employees wouldn’t stay. They couldn’t
24 Institute, | want first, Mr. Noseworthy, to 24 adapt to thelong winters and isolation.
25 thank you and other members of the Board for 25 Closeto 50,000 employees have gone through

Page 183 Page 184

1 the gates of 10C since 1959 when our Union was 1 what’s happening in other parts of the

2 chartered. For those of usthat decided to 2 Province. But when a province don't redlize

3 make Labrador City our home, we find it a 3 the alienation that is happening to Labrador

4 beautiful placeto liveand raise afamily. 4 West, we're almost a forgotten part of the

5 Over the years, my membership has gone from a 5 Province and it's sad, what’'s happening,

6 high of 2600 membersin the late 1970s to less 6 because there is no need of it. Hydro wishes

7 than 1000 memberstoday when downsizing in 7 toincrease rates totalling 141 percent over

8 order to compete in agloba marketplace. 8 fiveyears. Now, we consider such increases

9 Since 1999 over 350 of our members have 9 as oppressive and unjustified. If these
10 left the workplace because 10C wanted to get 10 increases are allowed to take place, it will
11 rid of them in order to survive. We know of 11 have avery negative impact onthe Iron Ore
12 downgrades with Hydro employees whena few |12 Company of Canadaand the community of Lab
13 weren't recalled a few months ago and 13 City. A lot of peoplein the province, in St.
14 government involved in that and had input to 14 John's, in government, think Labrador City is
15 it. More employees have left 10C since 1999 15 "fat cats', everybody is making a lot of
16 than the entire workforce that’s going to be 16 money. But wetake no back doorsto, as
17 inVoisey’sBay when Voisey’sBay is up and 17 steelworkers, in negotiating good wages and
18 running, and yet we get very few support from 18 good benefits for our members. We' re proud of
19 this province. And people really don't 19 it. But there’s many people in Labrador West
20 realize what’s happening here in Labrador 20 that is not a steelworker, not working for the
21 West. Myself, | originally camefrom the 21 Iron Ore Company of Canada. | get many calls
22 Isand of Newfoundland 30 years ago, my 22 from people, single parents in this community
23 parents--I’'m from Pound Cove, Bonavista Bay. 23 because they are living on the poverty line
24 | have sistersliving in St. John's, Mount 24 right now. | got acall just recently from a
25 Pearl, so | know the cost of the living and 25 lady saying | have no stove to cook on, she
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1 MR.KEAN: 1 years. Do you know of any unions around this
2 had cancer and wondering if we could help her 2 province that would agree to give up 300 of
3 get a stove. Get acall from alady ona 3 their members voluntarily in order to make
4 Sunday, say, listen, | don’t have no groceries 4 sure that their employer survived? Well,
5 to eat today. So, we haveto go and try to 5 that’ s what we did and now Hydro istrying to
6 get groceries. Or from alady saying, calling 6 cut that out from under us because Hydro do
7 me, saying, Mr. Kean, my husband never worked 7 not care if Labrador City survives, if 10C
8 for 10c, not amember of the union, but | know 8 survives or if Wabush Mines survives. They're
9 you help people. | amin pain, | got to get 9 just looking at the dollar figure and as was
10 drugs and don’t have no money, could somebody 10 said by previous speakers, we don't mind
11 help me? Thisis the situation happening in 11 paying our costs, wedo that every day and
12 Labrador West that people don’t realize that's 12 we'rewilling to do that in the future. In
13 happening on a day-to-day basis. 13 the past between 60 to 70 percent of retirees
14 Hydro was given the Labrador West 14 in Labrador retiring, staying here, while
15 distribution assets for the nominal sum of 15 others have decided to retire on the Island or
16 $1.00 and the mining companies also 16 in other partsof Canada. Asthecost of
17 contributed millions of dollars to upgrade the 17 electricity isone of the factors and Mayor
18 local systemsto ensure the Labrador West 18 Farrell and Mayor Letto and others have
19 rates would remain reasonable and would 19 aluded to that, help influence their decision
20 reflect local costs. With the Iron Ore 20 tostay. Anincreasein hydro, even asmall
21 Company of Canada experiencing difficult times 21 increase, would have serious repercussions of
22 in Labrador West, they cannot afford such 22 the future for Labrador City. It would be
23 increases. Over 300 members of my local have 23 another resettlement. People will be leaving
24 left since 1999 and we have additional 500 24 Labrador City to go to some other part of the
25 members that can retire inthe next five 25 province, if they gotto be paying 3 and
Page 187 Page 188
1 $400.00, then they’re going to pay it for air 1 on the coast and got to go to Goose Bay for
2 conditioning or livein a better part of the 2 medical, for $20.00 the airline--for $20. 00
3 province where they’ re closer to hospitals and 3 you can go to Goose Bay for medical coverage.
4 everything else. The cost--you're saying if 4 Anybody here in Labrador City gotto go to
5 everything was on equal keel, well if | was 5 Goose Bay and we just had peopleinvolved in a
6 living in St. John’ s today and wanted to go to 6 car accident on the Goose Bay Road, just
7 Toronto, | could get on a flight with one 7 driving to Goose Bay trying to get treatment,
8 day’snotice and for $300.00, | could bein 8 trying to get an examination, you know, the
9 Toronto. For meto go to Toronto today from 9 cost of havingto go there. We get people
10 Labrador City would cost me about $1,500.00. 10 calling usat our office saying, listen, my
11 If one of us died here today in this room, one 11 wife hasto go for medical examination at the
12 of the Board members, in order to get back to 12 Health Science. | don’'t have the money to buy
13 St. John's, you haveto travel to three other 13 aticket. There' snowhere inthe government
14 provincesin Canadato get back to St. John's, 14 going to help you. So you'rein St. John's,
15 Newfoundland. You have toget ona plane 15 you can get a taxi or driveto the Health
16 here, go to Sept-1sle, Quebec City, Montreal, 16 Science, you're there. If we want to put
17 Halifax and thenin St. John's. If you're 17 everybody on an even keel, that’s no problem,
18 lucky, you' d probably get there in two days, 18 but if you'reresiding here, you'renot in
19 unlessyou were likethelast resident that 19 that situation.
20 left here, they were |eft in Halifax Airport, 20 The Iron Ore Company of Canada built and
21 but that’ s what we got to go through here in 21 owned the hydro system and my members
22 Labrador City trying to live. Y ou know, the 22 maintained the service in Labrador City until
23 normal day-to-day things that many people take 23 it was acquired by Newfoundland Hydro in 1992
24 for granted you don’'t get that here in 24 for $1.00. Prior to that, if anything went
25 Labrador City. Evenin Goose Bay, if you're 25 wrong, the power went off, our members went to
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1 MR. KEAN: 1 radio station and the Aurora here, but that’s
2 your house, we made the repairs and everything 2 all. Sothat’s why we're getting parties,
3 else, 5795 members. And when Hydro took over 3 likethe New Labrador Partiesand othersin
4 the system, it was in such good condition that 4 Labrador West are feeling alienated from the
5 not very much was done to haveto keep the 5 rest of the province and thisis just throwing
6 upkeep and the mining companies gave Hydro the 6 another bridgeinit. We don't need it.
7 money for improvement at that time. 7 Labrador West customers will be compelled
8 We fedl we are paying more than enough on 8 to pay unjust rates far in excess of the cost
9 the present structure for Hydro to pay for 9 required to secure Labrador West. This
10 upkeep and serviceon the system, and aso 10 increase will also be far in excess of those
1 make a substantia profit. The Hydro policy 1 required to provide Hydro with areasonable
12 inthe Town of Labrador West customers to 12 rate of return and to make a proportionable
13 subsidize those in Labrador East amountsto 13 contribution to the rural deficit. In
14 rate discrimination against the residents of 14 retrospect, it would have been better for the
15 Labrador West. And that's exactly what it is. 15 Iron Ore Company of Canadato have kept the
16 | watched the hearings from Corner Brook last 16 hydro system in Labrador West. They wouldn’t
17 night, | mean, we're al supposed to be 17 be facing high increases which will possibly
18 citizens of this province. | watched it on 18 |ead to the demise of their business, and we,
19 cecand NTv, but you'll notice here today 19 as residents, wouldn't be looking at the
20 there’sno cameras. cBc pulled out of here 20 possibility of our livelihood going down the
21 yearsago. NTV isnot here and vocwm, the 21 wires. There s not too often recently that |
22 voice of the common man, pulled out of here 22 have agreed with 10c and many of the things
23 two years ago. So we're not even treated like 23 that they have said, but | agree with what
24 members of our province and it's shameless 24 they have said this morning and | agree that
25 what's happening. We do have acec and local 25 if thisincrease goes ahead, it will lead to
Page 191 Page 192
1 serious repercussionsfor 10c and for the 1 effect of the proposed increases on the
2 community here in Labrador West. 2 relations between this area and the peoplein
3 The present issue of Hydro wanting large 3 Happy Valley-Goose Bay?
4 unrealistic increases for electricity isthe 4 MR.KEAN:
5 reason our union fought the take over of the 5 A.Waéll, you know, that’s something that we don’t
6 power utilitiesfor the lron Ore Company of 6 want to see happening, butit is already
7 Canadain 1992. We fought it at that time 7 creating that--we think what’s happening is
8 because we knew their only reason for wanting 8 just apolitical thing from a couple of years
9 to do it, was to do what they’ re doing now or 9 ago when politicians in Goose Bay tried to get
10 what they'retrying to do. If Hydro is 10 it started originally, for political reasons,
11 granted such outrageous increases, you may 11 and Hydro bought into it and we think that
12 help Hydro put income into its bank 12 this is just going to destroy the
13 originaly, bitin areally short while, it 13 communicationsat atime when we should be
14 will have less revenue coming from Labrador 14 working together. It s not only two different
15 West because there will befewer residents 15 areasin Labrador, but as the Province of
16 here | eft to pay. 16 Newfoundland and L abrador, we should be trying
17 Y our decision could help destroy Labrador 17 to sustain industries, rather than closing
18 City and Labrador West as we know it, so 18 them down. And | know that’s not the intent,
19 please deny any increases. Thank you. 19 but that’s going to be theresult of Hydro
20 (applause) 20 increasing the rates as they’ ve got proposed
21 CHAIRMAN: 21 and if the Board agrees with it. And | appeal
22 Q. Thank you very much, Mr. Kean. Mr. Hearn, do 22 tothe Board to look at this very serioudly.
23 you have any questions? 23 Thisisnot like adecision that you' re going
24 HEARN, Q.C.: 24 to make elsewherein the province. Please
25 Q. Mr.Kean, doyou haveany thoughtson the 25 take avery strong look at this.
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1 HEARN, Q.C.: 1 Q. Andall the retirees are not subject to any
2 Q. Thank you, Mr. Kean, that’s my only questions. 2 such subsidy and they’ re paying themselves out
3 GREENE, Q.C.: 3 of their pension funds?
4 Q.| have no questions. 4 MR. KEAN:
5 BROWNE, Q.C.: 5 A. Andthey’re on aset income and we have alot
6 Q. Yes, Mr. Kean, you mentioned 60 to 70 percent 6 of retirees that have been retired here since
7 of your retireesare staying here. 1I'm 7 late 80's, early 90'sand they’re living on
8 curious asto whether or not those retirees 8 probably less than $1,000 a month, so there's
9 have that benefit under the Collective 9 no way that they would be ableto afford to
10 Agreement whereby some of their electricity is 10 live here.
11 paid through, by the Company. Do they carry 11 Q. Thanksvery much, Mr. Kean.
12 that with them in the retirement? 12 CHAIRMAN:
13 MR. KEAN: 13 Q. Mr. Kean, just aquick question, | guessto
14 A.No, they don’t, Mr. Browne, and we know that 14 follow up basically to Mr. Browne's question,
15 that’sgoing to be very difficult for usto 15 you mention here that the 500 people who are
16 hold on thistime, asioc istill trying to 16 digibleto retire -
17 reduce costs further and we know that that’s 17 AUDIENCE:
18 going to be a burden that we don’t want and we 18 Q. Speak up.
19 don’'t want it put on 10C either, so we'd like 19 CHAIRMAN:
20 to see the ratesfrozen so wewon't haveto 20 Q. Okay, sorry, you indicate in your presentation
21 deal with that. 21 that there are 500 people who are eligibleto
22 Q. Sothat would be an added complication if the 22 retire over the next 5 years. Do you have any
23 increase was approved. 23 idea of how many retirees now you would have
24 MR. KEAN: 24 in your membership, in total ?
25  A. It definitely will be, sir. 25 MR. KEAN:
Page 195 Page 196
1 A.Well, we had 300 people retirein the last 1 Q. Thedemographicsin post war baby boomers are
2 four years, 60 percent of them have stayed 2 not different here than anywhere else, by the
3 here and there’ s probably another 500 from 3 sounds of it. Thank you very much for your
4 1985 onward and right here in Labrador City, 4 presentation. | call upon Mr. Jody Kelly who
5 you’ve got probably 200 homes that cannot be 5 is manager of Hyron Economic Development
6 sold and with people planning on retiring, 6 Corporation and Mr. Elmo Bingle, who is
7 that would say, yes, I'm going to retire and 7 present of the Labrador West Chamber of
8 stay in Labrador City, thisdecision will 8 Commerce.
9 definitely say 1I’'m not staying here. I'm 9 (2:56 p.m.)
10 going to go somewhere else. And it s going to 10 MR. JODY KELLY (SWORN)
11 leave us like a ghost town. 11 MR. ELMO BINGLE (SWORN)
12 Q. Several hundred people we're talking about? 12 CHAIRMAN:
13 MR. KEAN: 13 Q. Thank you very much, gentlemen and you may
14 A.Wéll right now presently, like mysdf, I've 14 proceed when you' re ready.
15 got 27 years seniority with 10C, I'm one of -- 15 MR. KELLY:
16 except for probably ahundred, 1I'm probably 16 A Firstof al, | guesson behaf of the Hyron
17 the junior employees and we can retire with 30 17 Board and the Labrador West Chamber of
18 years service. So amost, right now with 960 18 Commerce, I'd like to welcome you to our area,
19 employees, really 500 plus can retire, almost 19 to take this opportunity for usto express our
20 the entire workforce can retire within the 20 objection to the proposed Hydro rate increase
21 next 5, 6 years, except for the hundred or so. 21 for Labrador West.
22 We only had 18 employees hired since 1995and |22 I'd dso like to take a moment to thank
23 then it wasonly 12 since 1990. So we've got 23 the municipalities, 10c, Wabush Mines, the
24 25 employees hired sincereally 1989, so all 24 United Steelworkers of America, 5795, 6285,
25 the rest got 25, 30 years service. 25 our MHA and any other groups, organizations
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1 MR.KELLY: 1 community. Weaso seethis asdriving a
2 and individuals who will be presenting today 2 wedge between two municipalities: Labrador
3 to ensure our objection is voiced. 3 West and Labrador East and that is something
4 MR. BINGLE: 4 that weredly don't want to see from a
5 A. Thank you, Jody. On behalf of the Chamber of 5 Chamber of Commerce perspective. We want to
6 Commerce, the information that I'm about to 6 see good relationships between both areas of
7 put forth and | hope you bear with me because 7 Labrador.
8 | do havetheflu andif anybody wantsit, 8 Theincrease will have an extraordinary
9 I'll giveit to you, but - 9 effect on small and medium size businessin
10 AUDIENCE: 10 thisarea. Just to giveyou an example, we
11 Q. Giveit to Hydro (laughter). 11 spoketo abusiness owner of a medium size
12 MR. BINGLE: 12 business and at this particular time, they’re
13 A.I'll dothat right after. Just want to deal 13 paying on average of $1,200 amonth, which
14 with some of the effects on local businesses 14 equates to $14,400 ayear. If you look at the
15 in Labrador West. The Labrador West Chamber |15 proposed increase over the next fiveyears,
16 of Commerceisdirectly and | want to say this 16 given that it's 28.2 percent with an increase
17 emphatically that we're opposed to the 17 then of 20 percent in the next four, this will
18 increase in Hydro rates and support al 18 equate to somewhere around approximately
19 stakeholders in their fight against the 19 $35,000. It'sa bigincrease and we, the
20 proposed increasesin the hydro rates for 20 people of Labrador West, will end up paying
21 Labrador West. 21 for that not once, but twice. Thisincrease
22 The proposed increases will have a 22 will affect all businesses in Labrador West.
23 negative impact on Labrador West and the 23 Individualsthat operate abusiness will be
24 Labrador West Chamber of Commerce seethisas |24 hit twice with thisincrease. Thiswill make
25 an injustice to the businesses of this 25 it difficult for these small businessesand
Page 199 Page 200
1 medium size businesses to continue to operate. 1 proposed rate increaseisn’'t goingto help
2 These businesses will have to increase their 2 either.
3 pricesto sustain their existence, inturn, 3 In conclusion, I'd just like to touch on
4 causing the consumer to be hit twice as well. 4 afew points. Labrador West is not a part of
5 Thethird timeis astrike out. 5 the Interconnected system. Our mining company
6 This isalso lowering the disposable 6 established our current system and the actual
7 income of the residents of Labrador West. We, 7 cost of distribution should betaken into
8 the Chamber of Commerce, see this proposal as 8 account for rates being charged so that
9 unwarranted and unjustified. 9 they’re not discriminatory. Asyou can see
10 MR. KELLY: 10 today, it's evident that the communities of
11 A. Asaluded to earlier this morning by Mr. 11 Labrador West, the business industry, the
12 Porter and Mr. McGrath on behalf of 10c and 12 union and social and economic are unified in
13 Wabush Mines, there is goingto be major 13 one voiceto object tothe proposed rate
14 effects on the industry in this area. I'm not 14 increase. Both mayors noted earlier this
15 going to speak any further on that. Interms 15 afternoon aworkable solution in lowering the
16 of the effects on community groups and 16 rural deficit utilizing Section 92(a) of the
17 organizations and non-for-profit groups and 17 Canadian Constitution.
18 organizationsthat have their own buildings 18 Again, I'd just like to thank you for
19 within this area, the services they provide 19 this opportunity for usto present here today
20 are undoubtedly going to be affected with the 20 and we look forward to your favourable
21 additional funds they will be paying out. 21 decision in the near future as|’m sure many
22 I'd just like to reiterate again what was 22 of the points brought forth today will be
23 said afew timesthis morning and again this 23 taken into consideration. Thank you.
24 afternoon. We are asingle industry town. We 24 CHAIRMAN:
25 are working towards diversification and this 25 Q. Thank you very much, Mr. Bingle and Mr. Kelly.
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1 CHAIRMAN: 1 would be opposed to paying their own way.
2 Mr. Hearn, do you have any questions? 2 Every business would certainly pay their own
3 HEARN, Q.C: 3 way based onwhat it cost to provide that
4 Q. Mr.Bingleand Mr. Kelly, you've heard Mayor 4 service.
5 Letto and Mayor Farrell indicate that in their 5 Q. What'sthe present business environment here
6 view residents and consumersin this areado 6 for your members at the present time? Isit
7 not object to paying the local cost to service 7 a-are these robust economic times or are your
8 this area and contributing of a proportionate 8 people facing difficult circumstances at
9 share towards the rural deficit, isthat your 9 present?
10 perspective as well? 10 MR. BINGLE:
11 MR. BINGLE: 11 A. A lot of the businessesin Labrador West right
12 A.Thatismine, Mr. Hearn. 12 now are facing difficult times and if you were
13 MR.KELLY: 13 togotoalot of the small businesses, they
14 A Yes 14 are certainly facing those times right now.
15 Q. Isthere any other comments, any areas in your 15 Q. Those are my questions. Thank you.
16 presentation that you think require special 16 GREENE, Q.C.:
17 emphasis or haveyou covered it to your 17 Q.| have no questions.
18 satisfaction? 18 BROWNE, Q.C.:
19 MR. BINGLE: 19 Q. You mentioned one of the businessesis paying
20  A. | think we covered everything pretty well, and 20 $14,400 annually for electricity and that
21 again, from the Chamber of Commerce 21 would increase to $35,000 under the proposed
22 perspective and from talking with business, 22 increase, is that what you have stated?
23 there’ s neither business in Labrador West that 23 MR. BINGLE:
24 does not, you know, feel, | guess, that they 24 A.Yes.
25 Q. What kind of business would that be? Would
Page 203 Page 204
1 that be typical of most businesses or - 1 familiar with that and alot of businesses
2 MR.BINGLE: 2 have done thingsto basically try to control
3 A That would be, basically it would be typical 3 their cost of heating.
4 of most businesses because every businessis 4 Q. Thank you very much, sir.
5 certainly going to be affected by this 5 MR. BINGLE:
6 increase, but this particular businesswas a 6 A.Thank you.
7 grocery store providing the essentials for the 7 HEARN, Q.C.:
8 people of Labrador West, which we see as not 8 Q. Noquestions here.
9 only getting a 28 percent increase, but the 9 CHAIRMAN:
10 increase to that business will be passed on to 10 Q. How many members do you have in your Chambers
11 the consumers of Labrador City aswell. 11 of Commerce?
12 Q. Andin referenceto your businesses generally, 12 MR. BINGLE:
13 isyour Chamber aware of any possibilities 13 A. Right now we have 80 members.
14 under the Climate Control Plan for Canadato 14 Q.| see, and what would be the profile of that
15 decrease usage in asimilar fashion aswhat 15 membership if thereis any specific things you
16 the 10c Company is doing, they’re trying to-- 16 can say about that, in terms of the number of
17 they have atarget of 19 megawatts, obviously 17 employees, size of the businessitself?
18 you couldn’t any anything near that, but--for 18 MR. BINGLE:
19 which they should be commended, but are 19  A. | would suspect, well | guess if you wereto
20 businesses generally aware that there may be 20 take into consideration of that, with 10c asa
21 money available through this program to, so 21 member as well, so| guesswithall of Lab
22 they become more energy efficient and probably |22 West with the businesses, you would probably
23 reduce their overall costs? 23 takein maybe about 5000 when you look at--
24 MR. BINGLE: 24 well, no, | shouldn’t say 5000, but when you
25 A.ldo believethat alot of businesses are 25 look at the actual employees, maybe around
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1 MR.BINGLE: 1 Kent and welcome, sir. Begin when you're
2 1500, maybe 2000. 2 ready.
3 Q. Arethesetypica small businesses as such - 3 (3:06 p.m.)
4 MS.NEWMAN: 4 MR. TOM KENT (SWORN)
5 Q. Excuse me, Chair, if you could move closer to 5 A.On behalf of the Steelworkers, Loca 6285 of
6 the other microphone so we can get you on both 6 Wabush, and its 350 members, we would like to
7 systems. Sorry. 7 welcome the Board to Labrador West. I'm not
8 CHAIRMAN: 8 goingto present abrief today, but after
9 Q. Thesearetypical small businesses, two, three 9 reading the material that has been presented
10 employees? 10 here today, we are hereto give 100 percent
11 MR. BINGLE: 11 backing to all those people, organizations and
12 A. Alot of the businesses are small businesses, 12 companies who are before you today to stop the
13 other than the fact of 10c and some of the 13 rate increase in Labrador West. We also think
14 other smaller companies around, but 10c would 14 that Newfoundland and Labrador Hydro should
15 be the biggest business that would be part of 15 not be putting citizens of Labrador West in a
16 the Chamber of Commerce. 16 position whereby they are forced into direct
17 Q. Andyou'rewith - 17 conflict with the citizens of Happy Valley-
18 MR. BINGLE: 18 Goose Bay.
19  A. With the Regional Economic Development Board 19 It isnot too often that you can bring
20 overal, yes. 20 two towns together; people, businesses,
21 Q. Sothat'sthe zone boards, if you will? 21 organizations and mining companies for
22 MR.BINGLE: 22 everybody to have the same godl, that isto
23 A.Yes,itis, yes. 23 have no hydro increases for the area. We, at
24 Q. Thank you very much for your presentations. | 24 Local 6285, back all the presentersto achieve
25 call upon Mr. Tom Kent. Good afternoon, Mr. 25 thisgoal. Thank you.
Page 207 Page 208
1 CHAIRMAN: 1 GREENE, Q.C.
2 Q. Thank you very much, Mr. Kent. Any questions? | 2 Q. No questions, Mr. Chair.
3 Mr. Hearn. 3 MR.HAYES:
4 HEARN, Q.C. 4 Q. Noquestions.
5 Q.| know you ve had a background being involved 5 CHAIRMAN:
6 in relationships between here and the Happy 6 Q. Thank you very much. Mr. Condon please. Good
7 Valley-Goose Bay area, certainly in the 7 afternoon, Mr. Condon. When you're ready
8 educational field. | wonder if you'd careto 8 please.
9 elaborate onwhat, requiring thisarea to 9 (3:09 p.m.)
10 subsidize ratesin Goose Bay does to the 10 MR. ERN CONDON (SWORN)
1 social climatein Labrador? 11 A. Thank you very much. Good afternoon ladies
12 MR. KENT: 12 and gentlemen and Board members. | don’t have
13 A.Waell, we've hadto struggle for, in the 13 any forma presentation. All | have ismy
14 education reform field, we've had to struggle 14 notes from today. | walked in with an empty
15 for anumber of years, but we're getting 15 head and empty hand but | did have apen, so
16 together now on it, but it seems like 16 I’ve made some notes and I'd just like to make
17 everything is being moved to Happy Valley- 17 some commentsin ageneral senseand I'll try
18 Goose Bay. Our central offices, our pay roll 18 not to repeat what has been said, but some of
19 and everything in the education system, and 19 it, | think, warrants repeating. And | guess
20 seeing it, we' ve got eroded here in Labrador 20 in asense from my own point of view, you know
21 West over thelast number of yearsin the 21 I have an element of concern with the process
22 education system, | figure. 22 because | think you mentioned, Mr. Chair, that
23 Q. That'stheonly questionthat | have, thank 23 this was a semi-judicious process, | think |
24 you for your time. Some other counsel may 24 heard Mr. Porter say it was very serious, so
25 have a question. 25 we' re al into thiskind of thing. And what
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1 MR. CONDON: 1 lives here and we see what we're about here
2 we've heard here today in many ways has alot 2 being marginalized and diminished and
3 of technical jargonise, if you want to call it 3 threatened by decisions from an arbitrary
4 that, and | just want to preface it because | 4 board that comes up from the Island who wants
5 did make a presentation the last time you were 5 now to implement, over the next five years,
6 here at the hotel at Wabush and I’'m sure some 6 and | forget what the exact phrase--I probably
7 of you may well remember, and | tried as best 7 have it noted here somewhere, but aong the
8 | can with alittle more detail at that point, 8 linesof, if | canfind it here, isit proper
9 which | won't go into today. Butin many 9 and appropriate to have aunified Labrador
10 ways, you get intimidated by the process, 10 rate? So some group executive board sat
11 right, we start off, we have, you know, you 11 around and decided we want a uniform rate for
12 either need a law degree or Ph.D. in 12 Labrador, and that decision is going to effect
13 electronics or electric circuitry or whatever, 13 thisarea inasignificant way and you can
14 we get into hearing about synchronous 14 hear and see from today that it’s playing one
15 condensers and things like pot head replacers, 15 region off against the other. Andl, you
16 I mean, | thought we were going to legalize 16 know, came to Labrador back inthe early 70's
17 marihuana before the day was over. So | think 17 and back inthe 60's, originally, and | value
18 judges should take an occasional act 18 and appreciate thisregion and | do not want
19 themselves too, and | know you have to keep a 19 to be here and not be seen to be defending the
20 certain amount of decorum in here, but the 20 region and the people who have made it what it
21 bottom line iseverybody cameto this room 21 is. Andthat’s all part of what today is
22 today because they’re concerned about this 22 about in many ways, and so, | think as Counsel
23 region and this area. And many of us and many 23 Greene remembered, you know, she was here, |
24 who have presented aready, havelived here, 24 think was her phrase, "l was here back in the
25 they’ve chosen to be hereto live out their 25 80's'. Wedll | was heretoo, | wason the
Page 211 Page 212
1 council in Wabush inthe mid 80’'s when this 1 of the economicsand all that kind of stuff,
2 kind of stuff was coming down and in many 2 is creating a pressure to bring us all
3 ways, from a history point of view, that was 3 together and to make things better for us,
4 the first foot in the door. And therewasa 4 instead of having them, you know, view us as
5 game planin place at that point. The second 5 being the "fat cats' who are paying nothing.
6 foot in the door was 1992 when 10C got their 6 I mean, we know we have no sympathy, even
7 foot in, and then wegot into the hearings, 7 from--I said thisto Mr. Browne the last time,
8 the last round of hearings about the phasein 8 he' s representing 5000 people, 5300 and we're
9 of the proposed L abrador grid and we've heard 9 only 30,000, so | mean, hehas a vested
10 all about that unified Labrador grid and we're 10 interest in that perspective as well. So from
1 here today talking about that and the 1 that point of view, we have to get the point
12 implementation of it. Now, what we're trying 12 across that the North has been subsidizing the
13 to tell you collectively in thisroom, is that 13 Southin thisprovincefor thelast 40, 50
14 that kind of thing, | seeit personally and | 14 years. This area has been the economic engine
15 didn’'t hear it today, but | think is part of 15 that'sbeen driving the province. They've
16 an overall strategy, phase--thisis phase 2 of 16 been getting billions and billions of dollars
17 phase 3, whatever you want to cal it, phase 4 17 out of Labrador West. They’ve been getting
18 isthe unified provincial grid and | said back 18 billions and hillions and if you read
19 inthe last go around that if youwant to 19 Kalymon'’s book, he acknowledges and he was one
20 bring in aunified grid, let’s bring it down, 20 of the joy participants in the Lower
21 give everybody in Labrador the same rate we 21 Churchill. He'stalking about 20 or 30
22 have in Labrador West and that will unite us 22 billion dollars that's gone out of the
23 al because it will say to the rest of 23 provinceinto the province of Quebecas a
24 Labrador, great, you know, the region of 24 result of developmentsin Labrador and | mean,
25 Labrador West, because of its history, because 25 we're only ayear or so making the decision on
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1 MR. CONDON:
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Voisey’sBay and all that kind of stuff, so
there' salot of injustices occurred in this

area and the last thing we need is arbitrary
decisions made somewhere on the Island that
are pitting us against one another and doing

us adis-service. Sothat's basically a
comment | want to make and you can seel’'m
rambling. | always ramble. | read the
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it from other people, I'm must reiterating it
because| just camethrough afew weeks of
trying to champion thiskind of thing, and |
mean, we al remember joy, thisisour land,
thisis our power, this isour province, you
know, we al heard that. And we in Labrador,
who live here, who' ve chosen to live here and
have been here for hundreds of years, are
seeing the resources heading out, heading away

10 minutes of the last one, but again, ramblers 10 and weresent anything that pits us against
11 are allowed too. So | just want to make some 11 one another and that creates dis-serviceto
12 pointson that. And then the question isit 12 our region and we feel that thisdecisionisa
13 appropriate to have that unified rate? Well, 13 dis-service and it doesn’t unify Labrador, it
14 you know, we're talking about an interconnect, 14 disunifies Labrador and it creates conflict
15 I mean, if you listento our new premier, he 15 and animosity between. What we need in
16 was talking about his observation of a 16 Labrador is unity and cooperation and we need
17 disconnect. Thereisasignificant disconnect 17 that between Labrador and the Island too
18 between Labrador and the Island, so let’s not 18 because we need torealize we'readl init
19 forget that thisis contributing to that 19 together and, you know, we have a prosperous
20 disconnect becauseit’'s saying to regions 20 area here and we have some positive benefits
21 within Labrador, divide us and conquer us and 21 toit and what’ sthe mentality? Let’s knock
22 keep us all fighting and arguing among 22 them down, let’sget them back to Labrador
23 ourselves and meanwhile, the Island walks of f 23 rate or let’s make Labrador pay the Island
24 with our resources when we' re not watching, so 24 rates, that's the mentality. It'samost as
25 that North, South, East and West and you heard 25 if we recent progress and prosperity. So all
Page 215 Page 216
1 I’'m saying toyouif youwantto bring the 1 our province. And | mean, we don’'t seem to
2 rates, get uniformed rates, bring all the 2 have learned from the history over Churchill,
3 rates up to the Labrador rate and not bring us 3 we almost had thelower one gone away in
4 down to everybody else. 4 December of last year. We have now, we'rein
5 We had questions about is it 2.56 or is 5 aposition where we're sending all kinds of
6 it 2.2 or 2.7 kilowatt hour, that kind of 6 stuff out to Thompson, Manitoba and Sudbury,
7 stuff. 1just, a few questionsand | just 7 Ontario, so we, as Newfoundland and
8 want to put themintherecord book, what’s 8 Labradorians don’t seem to be learning and at
9 the Hydro rate, what do they pay per kilowatt 9 some point we haveto wake up and smell the
10 hour in comparison to therest of us? What 10 roses and that isthat we have resources, we
11 are they paying today? What about the recall 11 have power, we have minerals, we have
12 power access, we haven't talked about recall 12 everything else and it’ s about time we started
13 power heretoday. I’ve been on councils here 13 looking at keeping the power and recalling it
14 when we've been striving for secondary 14 sowe can bring the lineover. | remember
15 processing, striving to expand the economy and 15 when we were on council herein Wabush, Lab
16 to create secondary and tertiary industry in 16 City and we fought to get an extra pellet line
17 thisarea. And what do we need to do that? 17 here. The big argument right away was there
18 We need power and what are we doing now? 18 wasno more power. How come? Because we
19 We're selling our--Hydro isselling recall 19 can't get apower line over from Churchill and
20 power out to Quebec again, sellingit at the 20 now we're saying, okay, up therates to the
21 boarder so that we put monies into the 21 point where itisall academic anyway. So
22 provincial coffers and that’s doing this 22 these are just afew of the general things
23 region adis-service and it’sreally doing the 23 that | want to throw out. So what will this
24 province a dis-service, in my opinion, because 24 policy--1 like George's comments, what will
25 we need secondary and tertiary processing in 25 this policy decision achieve for Labrador
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1 MR. CONDON:
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West? You've been here and you heard him here
today and | won't repeat it, but there'sa
malaise, there’ s a negativity, there’s afear.

What is the projected revenue--let me ask you
this question, what is the projected revenue

for power generation from Labrador West? What
areyou going to bring into your coffersif

loc and Wabush Minesfold their tent and walk
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everyone worksfor the mineand even though
the unions were able to get something built in
there so if therates were affected, they
would be able to be compensated by the mine,
but there' s all kinds of people hereliving on
minimum wage and on poverty line and not even
working at all that are having affects, and
these increases are going to be very
detrimental to them and to everybody.

10 away? Think about that. | mean, | shudder 10 You know, | think it was you, Mr.
11 the thought of it because everybody mentioned 11 Chairman, talked about the rules of natural
12 we'reaone-industry town and wecan't bea 12 justice and fair and equitable decisions.
13 two or three industry town because we can't 13 Well | readly questionif we can get afair
14 get the darn power. Why can’'t we get the 14 and equitable decision unlessthe decision is
15 power? Because somebody sold us out back in 15 to forget about this thing and acknowledge the
16 the 70'sand they're selling off the excess 16 fact that the North and this region in
17 power that we have. We wanted to get a 17 particular, Lab West and Churchill Falls and
18 smelter in here, we wanted to develop a 18 these areas, are contributing enough already
19 smelter for Voisey’s Bay. It should have been 19 and we need to be left alone to kind of manage
20 put here or put out in Cartwright or somewhere 20 to survive as best we can and the golden
21 and why couldn’t we do it? Becausewedon’t 21 objective of Hydro should be get into wind
22 have the power. Sothere’'salot of things 22 power, get into doing some of the--tap the
23 wrong with what’ s happening. I’ m getting down |23 riversin the coastal areasinstead of just
24 through my notes here, if you don’t mind. And 24 letting them have that, generating that power
25 again, the point that was raised earlier, not 25 fromdiesal. There'slotsof littlerivers
Page 219 Page 220
1 out there, | said this back when you were here 1 putting adam pellet line down in Sept-lsle
2 the lasttime. | come from the southern 2 when we put six there back in the 60’ s and we
3 shore, there’ sno great massiverivers up 3 did it with no problem, they spent 230 million
4 there, but there is power generation just from 4 now and this area up here is paying the price
5 little small rivers. There stonnes or rivers 5 for it because the houses, the workers,
6 in Labrador, do it out in the coast, get out 6 everybody isgone, thevaluein housing and
7 there and do it or get into, you know, talking 7 everything isgone, and so the inappropriate
8 about Kyoto, | mean, the Federal Government is 8 decisions are being made when governments are
9 encouraging it, get out there and put some of 9 not committing themselves to that.
10 your moniesinto that. | ventureto bet if 10 | mentioned the aluminum smelter, the
11 half thetime Hydro wastrying to pursue 11 province dealt with that, | mean, so what do
12 privatization back a number of yearsago, if 12 we do? Wewereamost giving away the Lower
13 that time and energy and money had been 13 Churchill and Quebec was offering al kinds of
14 generated, put into forward thinking about 14 dealsto smelters, Alco or whatever the groups
15 aternate sourcesand wind generation, we 15 were, with monies that were being generated
16 might have alot of improvements there today. 16 from our power and electricity. We have the
17 And so when we' re talking about the need here, 17 power and we should be into things like high-
18 the whole question about Hydro rates, Hydro 18 tec and we need to be talking about progress
19 Quebec ratesfor all the province, we're not 19 and prosperity here today, but we'retalking
20 going to get back to that, but we can try to 20 about doom and gloom and thisdecisioning is
21 work towards prosperity for al. The pellet 21 part of it. | mentioned the Kyoto protocols,
22 line, I’ ve already mentioned that we couldn’t 22 and just to challenge yourselves in terms of
23 get it and, you know, you heard the mine talk 23 mistakes, | mean last time around you guys
24 about it, they had to save 120 million. Well 24 werein, you were talking about we made a
25 they’'re after spending about 300 million 25 mistake, we overcharged the people of Wabush
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1 MR. CONDON: 1 that | really and truly call upon the Public
2 by two or three million dollars or whatever 2 Utilities Board to stop dividing and trying to
3 and we had to giveit back tothem. So, | 3 conquer Labrador, to rescind the decisionin
4 mean, I’'mtelling you I think this is a 4 the pursuit of uniform rate and let’s just
5 mistake today, to belooking for a rate, a 5 work on trying to make things better for this
6 uniform and I’m sure it's Labrador rate today, 6 region. And let not the Island look at us and
7 it will be Island rate tomorrow. So mistakes 7 say we're "fat cats' and we got the cadillac
8 can be made and we need to be looking more 8 systemsand al that, let’s cut their knees
9 long term in the future. 9 out fromunder them, let’'s make them pay
10 Just what is the value of your assets? 10 Island rates. | think they should be looking
11 You got all this stuff for adollar, I mean, 11 at us as aregion that has served this
12 what is your--you know, you have your little 12 province well and deserves the break that
13 sheetsand information and stuff like that, 13 we're getting and if we want to work on
14 what is the value of your assetsin Labrador? 14 something to make auniform rate, make it a
15 Let’s hear about that. What isthe rate of 15 Labrador West rate for all of Labrador, for
16 return Hydro Quebec is getting in comparison 16 starters, and then work on the Island. Thank
17 towhat Newfoundland and Labrador Hydro is 17 you very much.
18 getting? | think we heard 10C say today that 18 CHAIRMAN:
19 they’'re getting three or four percent. So 19 Q. Thank you very much. Mr. Hearn?
20 what isyour rate? Seewhat your rateisin 20 HEARN, Q.C.:
21 comparison to what 1oc or maybe Wabush Mines 21 Q. Onequestion, Mr. Condon. There's been some
22 are getting and have alaugh and look at what 22 mention by a number of the other presenters
23 the rate of return Hydro Quebec is getting. 23 about rate increases that are considered
24 Anyway, | think that's probably all | 24 unreasonable here, having an effect on
25 need to say at this point, other than to say 25 retirees staying in the area. Do you have any
Page 223 Page 224
1 comment to make on that? 1 GREENE, Q.C.
2 MR. CONDON: 2 Q.| haveno questions, Mr. Chair.
3 A.Wadl, | mean, anybody who haslived here any 3 MR.HAYES:
4 length of time sees the number of people that 4 Q. Noquestions.
5 areleaving. | mean, | could count dozens and 5 BROWNE, Q.C.:
6 dozensof closelong-term friends that have 6 Q. You mentioned houses and the previous speaker
7 leftin thelast littlewhile. I've been 7 mentioned that there are 200 houseson the
8 retired now fiveyears and | wantto stay 8 market now which can’t be sold. When did that
9 here, I'm happy to stay here, but as | look 9 problem start to arise? Is that the last four
10 more and more and you see more and more people 10 or five years or prior to that?
11 leaving and you see the malaise and the 11 MR. CONDON:
12 negativity and the conflict, | hear since that 12 A. Wédl there' salways been turn over here, as
13 there’ s conflict within the work environment, 13 well, | think you heard George and | think |
14 everything iscut and saveand pinch and 14 should be using Mr. Hearn and al that kind of
15 squeeze and that kind of conflict and 15 stuff, but we're friends here and | hope the
16 mentality exists and pervades all over and | 16 rest of you feel at home, but the bottom line
17 think al of itis to the detriment of our 17 onit isthat there hasbeen constant turn
18 community and our region. A few yearsago on 18 over here, but there’s only turn over here
19 council we were talking about make Labrador 19 when there’ s new employment and younger people
20 West the retirement capital of Eastern Canada. 20 coming in to take over, so five years ago when
21 We arelucky if we're going to have anybody 21 there’sa five-year contract that said no,
22 herein five or ten years, but we'll have all 22 we're having no layoffs, but it also said
23 their houses here because they certainly won't 23 everybody who gets retired is out the door and
24 be sold at the rate things are around. 24 they’'re not going to bereplaced and we've
25 Q. Thank you, Mr. Condon. 25 employed a future program that was going to be
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1 MR. CONDON: 1 people comein, | mean, I've had the sad
2 hiring 120, al thiskind of stuff and they 2 experience of taking to the president of 10C
3 started with 120 and they want it down to 60 3 and asking him--North Limited, | mean, did
4 and now there’s only 20 of that 60 who 4 they talk to the Provincial Government of
5 graduated, gotten jobs, so there's not a 5 Newfoundland? No, we didn’t talk to them, but
6 renewal and reoccurrence there, so athough 6 wedid talk to the Provincia Government in
7 there was a sense of enthusiasm and 7 Quebec. So | think Hydro Newfoundland and the
8 encouragement there, it has been negated and 8 Provincial Government should be working hand
9 partly has been negated by things like this 9 in hand and looking at the resource and the
10 about pressure on companiesthat their "acein 10 potential and the benefit we have and not to
1 the hole" | think one of the members mentioned 1 sell it at the boarder because they sold it at
12 this morning, that was one of their strengths, 12 the boarder December of 2002, the Lower
13 that they had alittle bit of competitive edge 13 Churchill today would be sold unless some
14 on hydro and now what is it doing, you know, 14 guys, acouple of guys retired or resigned in
15 an Idand--and | keep caling it Island and 15 protest off the board out there, so these are
16 Labrador, excuse me for that, it'samalaise 16 al things that say to producers and
17 and amentality that comeswhen you livein 17 developersand secondary processors and the
18 Labrador, but you will see this organization 18 companies that are even here, isthisagood
19 comesin now and basically the net effect of 19 place and good areato do business? And if
20 what you're doing is marginalizing the 20 the answer to that is no, people don’'t want to
21 companies that we have here even more. And, 21 come here and people don’t want to stay around
22 you know, when thisunit and again, | know 22 here.
23 when the government wants to talk about any of 23 Q. Thank you, Mr. Condon.
24 the big corporations came in, when North came 24 CHAIRMAN:
25 over, when Rio Tinto came in, when all these 25 Q. Thank you, Mr. Condon. The final presenter, |
Page 227 Page 228
1 call upon Ms. Shirley Squires please. Good 1 children didn’'t have to buy a pencil, an
2 afternoon, Ms. Squire and welcome. Take your 2 exercise book, mathematical instrument or any
3 time, make sure you get comfortable and when 3 suppliesin school, they were al provided by
4 you're ready please. 4 I0C.
5 MS. SHIRLEY SQUIRES (SWORN) 5 On learning of the intentions of the
6 (3:28 p.m.) 6 Newfoundland Hydro board to bring uniformity
7 MS. SQUIRES: 7 of ratesto Labrador West and East, |’ ve been
8 A.Okay. Well good afternoon to the members of 8 watching to see when the Public Utilities
9 Newfoundland Hydro, the Public Utilities Board 9 Board hearing would take place and
10 and fellow citizens of Labrador West. | 10 unfortunately | missed the announcements and
11 hereby attest to the fact that | didn’t confer 11 I’'m not as prepared as | would like to be;
12 with any of my fellow presenters, so, but then 12 however, there are so many voices that do not
13 on the other hand, | think that repetitionis 13 seem to be heard here today that | took my
14 good, it hasvalue, itwill attestto the 14 lunch hour to try and put together something
15 voracity of what the presenters are all 15 from the perspective of others.
16 saying. 16 | understand that the topic of today is
17 I’m Shirley Squiresand I’velived in 17 uniformity of electricity rates, Labrador West
18 Labrador West since 1966. Since then, I've 18 and East. And my thoughtsgo to who are the
19 been very active in community affairs, Church, 19 citizenshere in Labrador West? What are
20 Guiding, Status of Women, Seniors, et cetera. 20 their financial realities? What will uniform
21 And what a difference in Labrador West since | 21 rates mean to them? What does L abrador West
22 arrived in 1966 and not for the better. For 22 aready contribute to the rest of the province
23 example, in 1967 Iron Ore Company of Canada |23 through taxes of both companies and workers?
24 sent every student from | think it was Grade 5 24 What does it contributeto therest of the
25 up to Montreal to visit Expo '67. School 25 province through drives such as the Janeway
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1 MS. SQUIRES:

© 00 N O o~ WODN

and collections to put equipment into the St.
John'’s hospitals? We are paying heavily for
many things, but remain solid socialy mind
citizens, not only locally but elsewhere.

Now uniformity, why is it desirable?
Where is the uniformity for Labrador West? If
there' sto be uniformity here, why limit it to
hydro rates, why not have uniformity of costs,

© 00 N o ok~ WODN P
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here and those dependant on Social Services?
Then wego to accessto health services.

Coastal residents have better access to health
services. | think they have to pay--1'm not
quite sure of this, $45.00 to travel to St.
Anthony’s Grenfell Hospital for treatments
unavailableto themin Labrador, but if we
want to go out, we haveto haveat least
$1,500 return to fly to St. John’s now, that

10 like airline and health, travel? You talk of 10 isif it'sshort notice. How much doesit
11 mining companies and their workers, mining 11 cost a St. John’sresident to go to the Health
12 companies who will pick up some of the tab of 12 Sciences for tests? And then we also have the
13 the electricity chargesfor the workers, but 13 cost of accommodationswhen we're in St
14 what of those employed in service industries 14 John's, restaurants and taxis. Actualy it's
15 who get very low wages and often are 15 cheaper to travel from St. John’'s to Europe
16 deliberately given insufficient hours to 16 than it is for us to travel across our
17 qualify for benefits? What about single 17 province. Whereis the uniformity? Let's
18 parents, the unemployed? We have food centres 18 have uniform access to health services if
19 hereto help provide food, every Sunday in 19 you're going to go for uniformity. To be able
20 Church we bring food for the poorer citizens. 20 totravel to other parts of our provinceto
21 How about the senior citizenswho have left 21 attend meetings, we can’t jump in our car and
22 dying communities in the province, the rest of 22 spend afew hours on adecent road. | had to
23 the province and moved here to apartments to 23 pay $1,000, that was without motel bills, to
24 live near their families? What about retired 24 go to Loon Bay to a Church meeting in October.
25 people, workers and their widows who remain 25 Our sports-minded young people have minimal
Page 231 Page 232
1 access to events due to costs and you're 1 live at home, they have to go into a hospital
2 planning on taking another four million 2 room and there aren’t enough to go around.
3 dollars or more out of this areafor Hydro to 3 There are seniors right now waiting for a bed
4 help subsidize other parts of Labrador? Then 4 up in the hospital, not even abalcony to go
5 we have our young people going to university. 5 out on a nice day.
6 If you'rein St. John’s or Corner Brook, they 6 Asl seeit, thisis only the beginning,
7 can stay at home, they can get a bus pass. 7 an easy way out for Newfoundland Hydro. What
8 What happens to our students? Because of the 8 ajuicy plum ripe for the picking, but isthis
9 reasonable ratesfor Hydro, many citizens 9 just a toe hold? What would happen after
10 replace failing oil fed systems with 10 eight years? | suggest that Hydro take a step
11 electrical systems. They even tore out all 11 back and do their homework, find waysto help
12 the duct work. Now what happens? As for 12 Labradorians who have to pay exorbitant rates,
13 plenum heaters, not much use with the duct 13 think outside the box, look at Marystown where
14 work gone.  Our road systemis dangerous, 14 there’ swind power, so I’ve been told that’s
15 damaging our vehicles, loss of life, where's 15 what they have there, and that’ s one thing we
16 the uniformity here? Our long winters, we 16 don't have a shortage of in Labrador,
17 have higher heating costs because of the 17 especially on the coast, iswind. And wind is
18 length of the cold season and look at the cost 18 not something new. My father in the 30's saw
19 of gasat the pumps, where's the uniformity 19 the benefit of thisand installed wind power
20 there? There are problems, but do you expect 20 to help provide electricity to our home. What
21 usto aleviate Hydro' s problems because they 21 about small plants, | mean, we had Seal Cove,
22 see our one advantage of living here and they 22 of coursethat’s fairly large, we have Flat
23 want to milk it for all it’sworth? Services 23 Bay Brook, you'd think that Hydro could have
24 for seniors, where’ sthe uniformity? There's 24 come up with a better way of looking after the
25 not a home here, if our senior citizens can't 25 needs of its customers than to have their
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1 MS. SQUIRES: 1 GREENE, QC.
2 other customers pick up the dack, not 2 Q. Noquestions.
3 creating uniformity of other costs borne by 3 MR.HAYES:
4 Labrador West residents. And there’s adomino 4 Q. Noquestions.
5 effect. Labrador West citizens should not 5 BROWNE, Q.C.:
6 focus only on their residential costs. What 6 Q. Noquestions.
7 about the domino effect of higher costs to 7 CHAIRMAN:
8 businesses, hospitals, airports, mining 8 Q. There's another request we've had for a
9 companies, et cetera would have. You don't 9 presentation and that’s certainly fine. Mr.
10 think that the residentswon't be effected. 10 Ray Erger, Ken-tech Computers.
1 Those costs will come down to them through 11 (3:39 p.m.)
12 higher costs and difficult wage contract 12 MR. RAY ERGER (SWORN)
13 settlements.  Uniformity? What uniformity? 13 A Firstof dl, | would like to thank everyone
14 Uniformity for whom? If you think 1 sound 14 for turning out. We all know thisisavery
15 angry, | should more than sound angry, | am 15 strong issue. |I’'m Ray Erger, I'm with Ken-
16 angry. Justdon’t try to solve Hydro's 16 tech Computers, asmall business owner. I'm
17 problems, your problems, Labrador problems, at |17 also a unionized employee of thelron Ore
18 the expense of the residents of Labrador West. 18 Company of Canada, second vice-president of
19 Thank you, I’ ve never had a standing ovation. 19 the Chamber, past director on tourism, member
20 CHAIRMAN: 20 of Ground Search and Rescue and | was involved
21 Q. Always the firsttime. Thank you, Mrs. 21 with the Labrador Party, so I ve been around.
22 Squires, very much. Mr. Hearn, do you have 22 First of al, with any increase in the
23 any questions? 23 hydro, we talked about the retention of
24 HEARN, Q.C.: 24 employees for Iron Ore Company of Canada, well
25 Q. Noquestions. 25 | aso haveto run avery skilled workforce.
Page 235 Page 236
1 They're not subsidized for hydro and by 1 don’'t have any existence of any structure to
2 increasing the hydro, you're goingto put 2 go down there, you're not willing to put any
3 extreme hardship on trying to find employees 3 in, yetyou're asking me to pay more for
4 that haveto make aliving. | am not ahigh 4 servicesyou're not even going to give or
5 payer. I'masmall business, | can’t afford 5 entertain on giving us. | can see spending
6 high wages, soit'svery attractive to meto 6 extra money for a company that's growing,
7 have low hydro ratesto try and keep peoplein 7 that’ s expanding, that’ s giving me some value
8 town. 8 for my product, but the only value | got for
9 There'sa lot of issues, alot of the 9 my product is the ability to have low ratesto
10 bigger companies, | don't work directly with 10 heat my home. | don’t know how many of you on
11 the Iron Ore Company of Canada with my 11 the Island have to turn your furnace on in the
12 business, but | do support probably around 200 12 middle of July to get abit of heat or you've
13 support businesses. Increase of hydro rates 13 got to plug your car in, in September, so it
14 toall of these businesseswill effect the 14 will start in the morning. These are
15 amount of disposable income that they also use 15 essential to us up here. This is not
16 which | depend on to run my business as well. 16 something that we, you know, you don’t take
17 Y ou talk about infrastructure what’ s been 17 for granted. Thisis not aluxury for us,
18 inplace, | haven't seen anythingin the 38 18 thisis an essential service for us. We don’'t
19 years |’ ve been herein Labrador City, | have 19 have the luxuries that you have on the Island
20 not seen any increasein any hydro activity 20 of driving on paved roads, cheap airfare, we
21 and we' ve got camp grounds, cabin areas that 21 depend on what little that we do have and
22 have been requesting power, Duly Lake 22 we're being slowly stripped of it all, from
23 Provincial Park has been looking for power, 23 our airports, high landing fees, high ratesto
24 told no. My own cottage down on Ashuanipi, we 24 fly, terrible road conditions, driving out or
25 have requested to have power hook up. You 25 trying to fly out over aroad, if you can get
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1 MR. ERGER: 1 Q. Noquestions.
2 onaplanor getina car, risk your lifeto 2 GREENE, Q.C.:
3 get medical services. Thisis just another 3 Q. Noquestions.
4 claw at usthat’s not needed, it’s only going 4 MR.HAYES:
5 to hurt business and by hurting business, 5 Q. Noquestions.
6 you're hurting the consumer and driving people 6 BROWNE, Q.C.:
7 away. You'll turn usinto atown like Ganyon. 7 Q.| haveaquestion for you. Y ou mention that
8 I don't know if any of you went up there for a 8 there is no source of supply for your cabin up
9 look, you probably don’'t even know what it is. 9 in Ashuanipi, is that true of all the cabin
10 Wl it's nothing now. Your four million 10 owners up there, there'sno source of supply
11 dollar increase will turn out to be millions 11 up in that area?
12 of dollars of loss. If the Iron Ore Company 12 MR. ERGER:
13 of Canada or Wabush Mines doesn’t survive, we 13 A. Some of our cottage areas, we call them cabins
14 don't survive. The 200 support businesses 14 here, essentially they’re a lot of cottages,
15 that | work with, they don’t survive. We all 15 they’'re doneup very nice. None of our
16 feed off of one main industry here. If 16 cottage areas really have any power source.
17 they’re not here and if they don’t survive, 17 Some of our cottage areas are bigger than some
18 none of ussurvive. Youdon't get no four 18 of thetowns that you’ ve connected or taken
19 million dollar increase, you get aloss. The 19 off the diesel generator grid on the Island.
20 Government of Newfoundland and Labrador gets a 20 And some of our cabins, like Ashuanipi, for
21 loss. Therewill be nothing here anymore. 21 instance, haswell over 100 cottages down
22 That'sdl | haveto say on it for now. 22 there. You talk about alternative powers, 20
23 CHAIRMAN: 23 years ago, | believe it was, we installed our
24 Q. Thank you, Mr. Erger. Mr. Hearn? 24 first windmill down at our cabin. My father
25 HEARN, Q.C.: 25 putit in, Ludwig Erger. Wehad a barrel
Page 239 Page 240
1 windmill and we had two prop windmills. We 1 that brings to a conclusion today’s
2 had alow speed wind turbine and a high speed 2 proceedings. 1'd want to thank everybody for
3 wind turbine, sowind power, doesit work? 3 attending and a special thanks who indeed made
4 Y es, wind power works. If you' ve got to solve 4 presentations heretoday. | think asfar as
5 your problems on the coast, my God, go out 5 we're concerned, certainly the turn out here
6 there, it will blow you off your feet over 6 has been outstanding. There'sno question
7 there. 7 about that, compared to other public
8 Q. Youmight beinterested in knowing that down 8 participations that we' ve held elsewhere and |
9 on the Burin Peninsula, Hydro isinvolved in a 9 think asfar asthe message wegot, it's
10 project now to put wind turbine power down in 10 consistent and unanimous, there’ s no question
11 that area. That will be afirst major project 11 about that. 1'd also like to acknowledge, |
12 for the Island and | guess they should look to 12 didn't do it earlier, of Mr. Randy Collins, |
13 Labrador too, shouldn’t they? 13 understand is here aswell, who is the MHA for
14 MR. ERGER: 14 thearea. Welcome Mr. Collins.
15  A.Yes, they should look at it heretoo, inthe 15 MR. COLLINS:
16 coast. We'vegot an abundance of wind and 16  A. Thank you.
17 we've got an abundance of sunin the winter 17 CHAIRMAN:
18 time, although cold temperatures, we're avery 18 Q. Just acomment or two | guess on the process.
19 viable areafor solar power aswell. Aliant 19 | triedto addressit a little here this
20 can testto that, they run someof their 20 morning. Certainly the mandate of the Board
21 towerson solar, aswell aswe installed a 21 is redly to hear the evidence that’'s
22 solar panel in our home cottage. 22 presented to usin relation to the mandate
23 Q. Thank you, sir. 23 that we have. Certainly thisis a very
24 CHAIRMAN: 24 complex, complicated issuein relation to the
25 Q. Thank you very much. Nothing further, I guess 25 cost of the various systems in relation to an
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1 CHAIRMAN: 1 thisisto get the, essentialy the feelings

2 appropriate return on investment for Hydro and 2 ontheground of what it’sgoing to mean to

3 the mandate that we have, essentially, isto 3 people, what it’ s going to mean to your lives,

4 try and render afair and equitable decision 4 what it'sgoing to meanto your persona

5 on the evidencethat's placed before us. 5 lives, your family lives, your work lives and

6 Essentially in many instances, that’s very, 6 certainly inrelation to the companies here,

7 very technical evidenceandit’s thereason 7 thisis aone-industry town essentially, what

8 why, to some degree, we're in St. John’sfor 8 it meansto them. And | think we got a good

9 thirty dayslistening to some of that stuff, 9 flavour of that this morning from the
10 and certainly theinterest of Labrador City, 10 companiesin the presentation that was made.
11 Wabush are ably represented by your counse, 11 | think we hada good cross section of
12 Mr. Hearn onthose matters. The intention 12 presentations here today from the Chamber of
13 here of these public participationsis in 13 Commerce, the Unions, from Ms. Squires and
14 addition to that evidence which we recognize 14 essentially | think we got a good sense of how
15 isvery complex and very technical, isto give 15 you feel about this. Certainly thisisnot a
16 the opportunity to those people who are 16 political process, it'snot. | heard many
17 affected by these ratesinthe area, totry 17 things today that would require political
18 and understand what impact it’s going to have 18 solutions. Thisisnot abody to dothisin
19 on you people and indeed, to make your 19 any way, shapeor form. Certainly on the
20 presentations to usin relation to those 20 basis of theevidencethat we have, onthe
21 impacts. And we recognize that this isnot 21 basisof costs, on the basisof what we've
22 going to be scientific, we hear enough of 22 heard here today, we have a mandate to render
23 that. We hear enough cost of service, we hear 23 afair and equitable decision and that we will
24 enough cost of capital argumentsin regard to 24 do. And!| appreciate certainly your input
25 this particular application. The purpose of 25 here today and we will take that away and we
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will certainly be considering that over the 1 CERTIFICATE

1

2 next, probably it will be six to eight weeks,

3 quite likely, and we will be rendering a

4 decision at that time. | thank you very much
5 for your participation and indeed, the

6 participating parties. Excuseme, just one
7 moment please.

8 MS. NEWMAN:

9 Q. Beforeyou leave, we just wanted to advise

10 that we have received copies of presentations

11 from this morning, the Iron Ore Company of
12 Canada and Wabush Mines have given us two
13 documents. The first document would be the
14 written and that will be 10C wN No. 1 and the

15 second is a copy of their Powerpoint

16 presentation and that’s 10C WN No. 2.

17 CHAIRMAN:

18 Q. Thank you very much once again.
19 Upon concluding at 3:50 p.m.
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