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Dear Ms. Blundon:

Re: IUetwork Additions Policy Revie~nr and Labrador Interconnected System Expansion Study -
Hydro's Reply

Please find enclosed one original and ~i~ht copies of fVewfoundl~nd and Labrador Hydro's ("Mye~rc~")
reply to the Parties' comments with regard to t~~e above-m~nfii~ned filings.

Background

Ire Order No. P.U. x(2018), the Board of Commissioners of Public Utilities (thy "Board") directed Hydro tc~
provic~~ ari expansion study for ~h~ Labrador Ir~t~rcon~~cted Sysfierr~ arrd a network ~dr~ition policy
s~ttin~ out how r~ew custamers will k~e tre~t~d in r~~ards tv their imp~ct~ and how costs caused by ri~w
custor~i~rs ~rvill b~ ~Iloc~t~d. Hydro filed the "iV~tw~rk additions Policy Review'° on October ~., 201 . It
thin filed the "Labrador Interconr~~cted System Transmission Expansion Study" (thy "Transmission
Expansion Study") on October 31, 201 ,and filed a r~vis~d version cad the Study on Rl~vemb~r 5, 201 .
Hydra filed ~ furfih~r revised version of the Shady on April 3, 2019. ~n D~cer~ber 14, 2018, Hydro filed
the "L~br~dar Interconnect€d Sys~~m IVetw~rk additions Policy ~ur~~mary Fi~port" (fife "Labrador
Ne~worl~ Additions Policy"). Thy Labrador Interc~nr~~ct~d group ("LIG"), Ne~nrfoundland Power, the Iron
~r~ Cnmp~ny of ~~nada and the ~o~rd issued Rec~u~st~ for Infarmafiian ("RFIs") to hydro c~nc~rr~in the
Lak~r~dar Network Additions ('c~licy anc~ Transmi~sic~n ~xp~nsion 5tuc~y can February 21, 201.9. Hydra
provided its responses tea the RFIs Sri March 15, 2~~9.

Thy LIB filed ~n ~xp~rt r~~~ort pr~p~red by (fir. Philip Rapf~~ls can April 25, 2019 (the "R~phals Report")
and an adc~endurr~ ~o this re~aort on May 6, 2Q19 (the "R~ph~ls Report Add~nc~um"). Nydro end the
Bo~rc~ provided R~IS to the LICE with respect to th@ R~ph~ls Report ar~d R~ph~ls R~p~r~t addendum on
May 13, 2019 and the Llta r~sp~nd~d to ~h~se RFIs on May 23, 2019.

~n IVI~y ~~, 2019 Mydro r~c~ived submissions fr~rn the LIG. New~~undland Power advised it would nit
be providing comm~n~s. Nc~ comm~nfis were fc~rthroming frvrrj the Island Industrial Cusfic~rr»rs,
Gonsurr~~r Advocate, or the Iron ~r~ C~mp~riy cif Canada.

Factual inaccuracies ~nrith the Labrador Interconnected Crtaup's Submission

In the I.IG's correspondence ~s well ~s in their r~~pc~nses try the RBIs, them were a nur7~b~r of factual
inaccuracies, spe~ific~lly: the ~s~ertion tf~~t f-lydro's policy prapos~l dogs not reflect the review of
Labrador I~~twork Additions Policy issues c.or~~let~d by Hydro's ~ansult~nt, Christ~ns~n Assaci~tes
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Energy Consulting, LLC ("Christensen"); the implication that Hydro's policy proposal is not consistent
with Christensen's recommendation; end that the proposed use of Expected Unserved Energy ("EUE")

to reflect improvements in reliability—all are incorrect or based on misconceptions.

I ncluded with Hydro's Reply as Attachment 1, is a Memorandum prepared by Christensen detailing

these inaccuracies and providing the correct information. Hydro felt it important that the Board have

accurate information regarding Christensen's thoughts on Hydro's proposed policy and the proposed
beneficiary pays approach upon which to base their decision.

Hydro's Response

The LIG submissions indicate that the LIG agrees with the purpose of the Labrador Network Additions
Policy and they support Board approval of the majority of the document for a certain segment of
Hydro's customers. The LIG contends that the Board should adopt Hydro's Labrador Nefiwarl< Additions
Policy conditional on Hydro's continued work with stakeholders to address what the LIG perceives to be
various weaknesses in the Transmission Expansian Study and the Labrador Network Additions Policy.
The LIG submits that the Labrador iVetworlc Additions Policy should not apply to new rural load requests,
but rather only to industrial and cryptocurrency customers.

The restrictions recommended by the LIG,1 along with Hydro's responses to them, are as follows.

a. Provisionally accept the Labrador Network Additions Policy as proposed by Hydro, provided
that it only applies to industrial and cryptocurrency customers

In its submission the LIG requests ~ha~ the Board accept the Labrador Network Additions Policy as
proposed by Hydro, provided that it only applies to industrial and cryptocurrency customers. Hydro has
stated on the record in other proceedings that in its opinion, the legislative framework in the Province,
and in particular s3 of the Electrical Power Control Act, 1994, Chapter E-5.1 the "SPCA") which the LIG
has quoted in its comments, do not permit Hydra to discriminate between customers based solely on

the end use for their purchased enemy. In ifs reply the L1G repraduced the following excerpt from the
EPCA:

3. It is declared to be the policy of the province that:

(a} the rates to be charged, either generally or under specific contracts, for the supply
of power within the province

(i) should be reasonable and not unjustly discriminatory, [...]

(v) should promote the development of industrial activity in Labrador [.. .~

(b) all sources and facilities for the production, transmission and distribution of power
in ~khe province should k~e managed and operated in ~ manner

(i) that would result in the most efficient production, transmission and
distribution of power,

(ii) that would result in consumers in the province having equitable access to
an adequate supply of power,

1 "Submissions of the Labrador Interconnected Group," May 28, 2019, at pp. 25 f.



Ms. C. Blundon 3
Board of Commissioners o~ Public Utilities

(iii} that wcauld result in power being delivered tca consumers ire the province at
the lowest possible cast consistent with reli~bl~ s~rvic~

The LIG in its r~{~ly goes ~n to quite the end of s3(b} o~ t~~e EPC'A which stags, "where nec~ss~ry, 'all
power, scaurces and f~ciliti~s of the province are to be ass~~sed and allocated end re-allocated in the
rr~anner that is nec~ss~ry to dive ~ff~ct fio this policy'."

Hydra sukamits that fc~r the ~c~ard to appr~u~ the Labr~dar N~tworlc Additions Policy end prc~vid~ that it
applies only to industrial end cryptocurr~ncy c~stor~lers is directly contrary to s3(~)(i} o~ the SPCA which
requires that pourer r~t~s end t~~~ supply of pov~er within the Province not b~ urijus~ly discriminatory,
ar~d also cor~firary to s~(b)(ii) of the EP A which requires that all ~ust~mers ire the Proving h~v~ an
equitable access to an adequafi~ supply of p~w~r. Hydro further submits that t~ approve the Labrador
Network Additions Policy and provide that it applies only to industrial ~r~d cryptocurrPncy customers
also runs contrary to the notion of fairness in r~t~r~~!<ir~~ end re~~l~tory ~arincipl~s as discussed by the
Board ire ~rd~r No. P.U. ~(~007). In fihat Order the ~~ard stated: "Fairri~ss of specific r~t~s in the
apportionment of te~tal costs of service among the c~iff~rent ratepayers should k~e such so ~s to avoid
arbitrariness, capriciousness, inec~uiti~s or discrimination."~

b. Pr~~i~~~a~~~~~ ass ~"~~ ~ ~~c~i~i~r~ sin ~~f~~ c~~~ar }~~~~ c~~~c~~~r as set o~~ a~a ~~u~ ~~~a~ ~~ ~is9~
and c~~~~ro~~d ova p~~ ~ ~~ the ~~u~~:~ ~~~~~~~ Ad~~~~~~~

The L.IG in its reply, does further than se~kin~ to restrict the a~~lic~tior~ of the Labr~dcar ~letwork
Additic~n~ Policy ~o indus~ri~l end cryptc~currency customers and requests ghat the Board provisionally
use a definition of cryptocurrency customer ~s has b~~n ~ppr~ved by the R~gie de I'~n~r~iE~ (thy
"Retie") in the provir~c~ of Qu~b~c. In ~ff~c~, the LIG has proposed the creation of ~ new class of
custorr~~r whicfl his been established by the R~~i~. Whit tf~~ LIC ignore in its submission i~ that the
proc~~dir~~s be~for~ the F~~~i~ that led to the est~blishm~r~t of this new class were in I~r~e p~r~t driven by
direction from the Government of Quek~~c ire an appropriate exercise o~ ids pc~w~r to enact ~n~r~y
policy. PUo such ciir~ction or it~~~r~v~ntic~n his ~~en talon ~s of yet by ~h~ Gcav~rr~men~ cif N~wfc~~ar~dl~nd
end Labrador. Nydr~ s~br~its that, ~bs~nt directian on er~~r~y policy ch~n~~s fr~or~ the C~overnm~n~ o~
fV~wfoundland end Labrador, n~i~h~r Hydro nor the Bca~rc~ is ~mpc~~nr~r~d by the existing le~isl~tic~n to
enact the ch~n~~ su bested try the l.l~.

In the s~r~~ vein, Hydra su~mi~s that to s~~ject only ir~dustri~l customers end ~rypt~~~arrency custor~ners
t~ the char~~s in the L~br~dor ~l~tw~rk Additi~n~ Pc~lic~y is dise;rimin~~ory ~nc~ not justified. Ine~e~ci
~iydro, as stated in the Muskat Falls tca Hippy V~Iley In~t~rconr~ cation ~rc~ject proceec~in~5, ~onfirrT~~d
that it has r~ceiv~d ~ r~qu~st fronn ~ the C3ep~rtm~nt of National D~f~ns~, a lar~~ ~~r~~r~l service
customer, r~~~rdiri~ its in~t~ntic~ns with respect to the pcassik~le ce~nv~rsipn o~ its c~~ntr~l h~~tin plant
fram oil to electricity. This c~nver~sion will likely result in a network addition that, if the LI~'s su~~estions
as to the applicability of the Labrador N~twcark Additions policy to only industrial ar~d crypt currency
custorr~~rs is ~cc~pt~d, will not be captured by the L~br~c~c~r IVetwc~rl< Additions Policy further illustr~tin~
the c~iscrimin~tc~ry n~tur~ ar~d failings ~fi the LIG's proposal ~s it relates ~o the Power f~olicy cif the
province as contained in the ~f~C~1 and the ccance~t of regulatory ~~irn~ss as c~iscuss~cl by the ~o~rd in
Order IVo. P.U. ~(20C~7~.

Z ward (~rd~r No. P.U. ~(2Q07), April 12, X007, ~~p. A at p.7


