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May 9,2018

By Courler and by Email: admin@muskratfallsinquiry.ca

Commissioner Justice Richard LeBlanc
Beothuk Building, Suite 502

20 Crosbie Place

St.John's, NL. A1B3Y8

Dear Justice LeBlanc,

RE: Request for expanded scope of standing granted to Grand Riverkeeper, Labrador Inc.
and Labrador Land Protectors pursuant to the Decision of April 16, 2018

I am pleased to advise that I have been retained hy Grand Riverkeeper, Labrador Inc. and Labrador

Land Protectors (the “Parties”) to represent them in respect of the Commission of Inquiry into the

5 Muskrat Falls Project. We write to respectfully request an expansion of the scope of standing
granted pursuant to your Decision issued April 16, 2018. The Parties request the Commissioner’s
indulgence for a further opportunity to set out in writing their interests and involvement in the
Project as it relates to the Terms of Reference for the Inquiry and to request that the scope of their
limited standing be expanded to include aspects beyond environmental analysis, risk assessment
and mitigation measures. We set out our position in respect of same herein below.

I Request for Expanded Scope of Standing

1.  We respectfully request that standing may be expanded to permit Grand Riverkeeper,
Labrador Inc. (“GRK") and Labrador Land Protectors (“LLP”) to engage in a robust manner
when topics are addressed which are of interest to the organizations, and where the
organizations were active participants in the dialogue and events as they unfolded.

2.  Grand Riverkeeper, Labrador Inc. is in a unique position to contribute to the conduct of the
Inquiry and the openness and fairness of the Inquiry because of its intimate knowledge and
understanding of the Project and the processes leading up to sanction. It has the ability to
provide insights into the documentary evidence and witness testimony that is distinct from
any other party. Grand Riverkeeper, Labrador Ine. requests that its standing be expanded to
include:
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Minister Byrn, Your Energy Plan Discussion Paper States That The Costs Associated With
Alternatives Are Too High At Present; But The Canadian Wind Energy Association In Ottawa
States The Following; “In Good Wind Areas, The Costs Of Generating Electricity From Wind
Ranges From 6 To 12 Cents Per Kwh. While This Is Still Somewhat Higher Than Other Energy
Costs, Wind Energy Has No Fuel Costs And Operating Costs Are Continuing To Decrease Every
Year By 3-5% Partly As A Result Of Greater Efficiencies And Economies Of Scale. In Contrast,
Most Conventional Generation Costs Are Going Up And Steadily Increasing. Natural Gas Prices
Are Making Wind Power Economies More And More Afttractive.

It Is Past Time For The Govermment Of Newfoundland And Labrador To Get On The Wind Band
Wagon And Pay More Than Lip Service To Developing Specific Policies On Wind Generation In
The Province.

Conservation;

We Also Notice That Not Much Attention Is Paid To Conservation. Policies And Regulations
Must Be Added To This Energy Plan That Force Conservation. An Example Would Be Initiatives
To Promote Better Insulation In Homes, And Initiatives To Discourage Use Of Vehicles Like
Hummers And Gas Guzzling Suv’s.

To Conclude:

1. The Environmental Impacts And Costs Of Mega Hydro Projects Like Those Your
Government Proposes To Build On The Grand River Are Far Greater Than The Benefits
That Will Accrue To Labrador.

2. You Are Hereby Asked To Remove From All Government Reports, The Description Of
The Said Project As “Run-Of-River” (Implying It Is Low Impact), Because This Statement
Is Misleading To The Public And Is Tantamount To An Outright Lie.

3. Wind Energy Is Most Definitely A Viable Alternative For Newfoundland And Labrador
Along With Conservation, Tidal Energy, Wave Energy, Biomass, Etc. And Your
Government Must Pay More Than Lip Service To These Alternatives In Your Energy
Plan.

4. Finally, As The Areas Only Public Eanvironmental Group, We Ask That In Future We
Receive Up Front Notice Of These Types Of Meetings In Order To Allow More Time For
Preparation (Over And Above Your Nov. 10 Press Release Stating That Community
Consultations Would Begin In Early 2006).

Thank You For Listening.

Clarice Blake Rudkowski, President
Grand Riverkeeper

E-Mil: | T ¢! cphone: 709 30

Roberta Frampton Benefiel, Vice-President
Grand Riverkeeper
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For immediate release: June 25™, 2008

GRAND RIVERKEEPER OFFICIAL CANOE PORTAGES THE STREETS OF ST. JOHN’S TO HIGHLIGHT THE PLIGHT OF THE GRAND
RIVER {A.K.A. CHURCHILL RIVER)

Groups and Concerned Individuals in the 5t. John's area come together to support Grand Riverkeeper Labrador, Inc. in their
campaign to educate and promote awareness of the ecological, cultural, aesthetic, and ecanomic impacts of the proposed
Lower Churchill Hydroelectric Project in Labrador.

Information sheets will be distributed at the crossroads at Prince Philip Parkway and Allandale Road during the morming rush
hour on Wednesday, June 25“’, and between 11:30am and 12:30am at various areas along Water Street, downtown.

Roberta Frampton Benefiel, Vice President of Grand Riverkeeper Labrador {GRK), states, “No amount of money could
adequately compensate for the destruction which will be caused by damming this near-pristine 56,00 sq mi {93,000 sq km)
watershed. The groups and individuals providing information are united with us by their respect for the natural and cultural
environment which would be forever lost to two huge reservoirs should this project be built.”

Dr. Murray Rudd, Canada Research Chair in Ecological Economics at Memorial University states in his submission to the
Canadian Environmental Assessment Agency on the Draft Guidelines for the Environmental Impact Statement, “Billions of
dollars will be invested in the Lower Churchill and tied up for decades...” “If, as it appears, the objective of the Province is
simply to generate revenue for future generations, are there not better ways to do it? How could billions in debt financing be
used for alternative investments that (1) provide better overall returns on investment and (2} are lest risky”...

Julie Huntington, Executive Director of Canadian Parks and Wilderness Society states, “We Newfoundlanders and Labradorians
boast that we [ive in an unspoiled land and we promote this view as a tourism draw both nationally and internationally.
CPAWS-NL opposes the unnecessary flooding of boreal forest, destruction of fish habitat, and the creation of health hazards, in
order to create massive, non-sustainable energy projects like the Lower Churchill. This large project will alter seasonal river
flows, disturb aquatic species migration and life cycles, and adversely effect species and habitat within the outer boundaries of
the proposed Mealy Mountains National Park.”

Nick Burnaby of the Atlantic Canada Sustainable Energy Coalition (ACSEC) states: “We should not rush into convincing people
that large hydroelectric dam projects, which destroy natural Canadian horeal ecosystems and wild rivers are providing us with
benign, green energy solutions. It is important that all options are evaluated thoroughly, including a serious examination of
smaller scale, less destructive projects that would diversity our energy supply and maximize benefits to local communities.”

The portage and information distribution blitz will be followed by a meeting with environmental groups and concerned citizens
to discuss alternatives and other important issues relating to the Lower Churchill Hydroelectric Project.

For further information please contact the following:
Grand Riverkeeper Labrador, Roberta Frampton Benefiel-720 27 or 700 70
Dr. Murray Rudd, Canada Research Chair in Ecological Economics at MUN-709-lll439
Nick Burnaby, Atlantic Canada Sustainable Energy Coalition (ACSEC) 709-Ils 43

Julie Huntington, Canadian Parks and Wilderness Society-Newfoundland and Labrador Chapter



(craws-NL)- 700 B 00






- Grand River Keepers Press Release

April 8, 2009
For immediate release

LOWER CHURCHILL HYDROELECTRIC GENERATION PROJECT

PUBLIC NEED NOT ATTEND

Grand Riverkeeper Labrador is very disappointed that the “information sessions”, described by
Nalcor as the Fish Habitat Compensation Workshops and held in Happy Valley-Goose Bay on
April 7, 2009, and in St. John's on April 3, 2009 were CLOSED to the public.

Valued and respected citizens and elders in Labrador were denied access. Nalcor’s local
representative was very heavy handed in his refusal to accommodate even two more people
and the general public were never informed of the process at all.

As well, by holding two or three separate, small “by invitation” only sessions on this extremely
important issue, Nalcor appears to be using a “divide and conquer” tactic smothering cross-
fertilization of diverse opinions within the community in the process. Information sessions do not
constitute proper consultation and we demand a better process with proper interaction.

SHORT NOTICE

As in the past, invitees were given very short notice and minimal time to prepare. Grand
Riverkeeper had 4 working days notice while another participant had one day. We are all busy
people and this shows a complete lack of consideration and respect for the very people Nalcor
expects to solicit feedback from.

NOT ENOUGH TIME

There is never enough time to fully cover the issue. These “information sessions” need to be
extended to a full day and involve everyone at once, including the public. Only then will we have
meaningful public consultation.

PUBLIC PARTICIPATION IS A FULLY INTEGRATED AND INTERACTIVE PROCESS
If, as stated in the Executive Summary of the Lower Churchill Project Environmental Impact
Statement:

Nalcor Energy is committed to full and open consultation as a means of enabling meaningful
dialogue with the people and groups who have an interest in the Project. Consultation is an
opportunity for Nalcor Energy to share Project information and to receive information and
comments from the public. (Exec.Summ. P.B, 2.2)

then these divisive practices must cease.

For further information contact Roberta Frampton Benefiel, Grand Riverkeeper Labrador at 709-

B COS or refbnfl or Bruno Marcocchio, Sierra Club of Canada, 902 | 32,
bmarcocchio@ | N






























































































Government for the benefit of the people of the province’.” “The Navigant report does nothing
to provide this assurance,” she added.

Grand Riverkeeper Labrador Inc. (www.grandriverkeeperlabrador.ca) first came together as a concerned citizens
group in 1998 to challenge plans for a mega hydro dam project. In 2005 they became affiliated with Waterkeeper
Alliance (www.waterkeeper.org) and joined some 200 other Waterkeepers worldwide. The purpose of GRK is to
preserve and protect the water quality and ecological integrity of the Grand River watershed and its estuary, through
actions of public awareness, monitoring, intervention and habitat restoration, It actively promotes economically and
environmentally sustainable ecosystem management approaches that will maintain the heritage and intrinsic value of
this river for present and future generations.

- 30-

FOR MORE INFORMATION, please contact: Roberta Frampton Benefiel at 709- 1

W64 or 709 41

























































Tribute to | 2~ I by Roberta.

We want now to acknowledge two friends of the River who are
no longer with us.

I p:ssed avay on N

I campaigned to stop the building of the Oldman River
Dam and followed with a legal campaign resulting in
environmental improvements to the project when the Dam was
approved and a Supreme Court decision that environmental
protection is in the jurisdiction of both the federal and
provincial governments. She also worked tirelessly on the
Clean Air Strategic Alliance committee and was part of the
effort that resulted in the reductions to air pollution.

B came here to Labrador and facilitated a workshop
with our group even while she was gravely ill. She said to us at
that workshop, I would like to help save one more River.

has been with us constantly throughout this hearing
process.

_Mr -Was an elder and member of

NunatuKavut Community Council and a long-time member of
Grand Riverkeeper Labrador. He passed away on ||| Gz
Il this year, just two weeks after the love of his life, ]
succumbed to cancer. His children said he died of a broken
heart.

B v 25 always a strong advocate for the River. He
attended as many Grand Riverkeeper meetings and assessment
meetings as he could, even if he had to walk, and he often did.
We have a DVD of an interview that was done last summer
with [l talking about the River, but unfortunately we are
unable to play it. However, we know JJJilis here with us

17
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Comments on the Justification for
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Project (Labrador-Island
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As for the limitations on wind power, the EIS indicates that they were established in a 2004 NLH
study (An Assessment of Limitations for Non-Dispatchable Generation f the Newfoundland
Island System), which was provided to the PUB as Exhibit 61.>! The EIS states that “The limits

232

identified in the 2004 study are still applicable today.”” This statement is misleading and

factually incorrect.

The EIS states that the study “established two limits regarding the possible level of wind
generation integration on the Isolated Island system, an economic limit and a maximum technical
limit.”*® The economic limit is that, in excess of 80 MW, “there would be a significant increase
in the risk of spill at the hydroelectric reservoirs.”* The study notes that an additional 20 MW of

wind power could result in an increase in expected spill from 9 to 19 GWh/yr, with a cost of

8 A copy can be found at hitp://www.pub.nf.ca/applications/MuskratFalls2011/files/exhibits/Exhibité1.pdf
2 page 2-46.
® Page 2-45.

3 Ibid.
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$1.3 million/yr.*> The technical limit could require curtailment of wind down to 130 MW during
periods of light load.*® To avoid incurring these costs, NLH recommended limiting installed
wind power to 80 MW.*" The graph related installed wind generation to the economic impacts

of spill is reproduced below.*®

Figure 7-3
Wind Turbine Impacts an Spill
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Obviously, hydro spillage and wind curtailment are to be avoided as much as possible.
However, in an economic analysis, it is the bottom line that counts. So we need to look a little

closer,

% NLH, An Assessment of Limitations for Non-Dispatchable Generation f the Newfoundland Isfand
System, p. 20-21 and 27. Available at

http:/fwww. pub.nf.cafapplications/MuskratFalls201 1 files/exhnibits/Exhibit6 1.pdf

% Ibid., p. 16.

*" Ibid., p. 28.

% Ibid., p. 20.
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First, let’s start with the cost of wind power. The EIS relies on an unidentified publication of the
Pembina Institute, an Alberta environmental NGO, to state the cost of onshore wind as 8-12
cents/lkWh,*® pointing out that good wind sites on the island are “at the lower end of this range.”
In fact, based on data from the Canadian Wind Atlas, we estimated that wind power costs on the
Island would be much lower — as low as $75/MWHh, using conservative assumptions,*® and as
low as $65/MWh, using escalation factors similar to those used for the Muskrat Falls project.”!
Given that these costs are roughly half the cost of Muskrat Falls power delivered to the Island,
wind power clearly merits an in-depth evaluation, not a cursory dismissal based on a preliminary

study that is almost 10 years old.

According to Canadian Wind Atlas data, Island wind power would have a capacity factor as high
as 45%. This means that an additional 20 MW of installed wind capacity would produce 79

GWh a year, at a levelized annual cost of around $5.2 million.

According to the 2004 NLH study, this additional 20 MW of wind power could result in
increasing spillage by 10 GWh/yr, to a total of 19 GWh/yr, with a total value of $1.3 million.
Charging that cost that to the wind project results in net generation of 79 GWh for a total cost of
$6.5 million, or just $82/MWh, net of spillage. Given that this cost is significantly less than the
cost of either Muskrat Falls or continued operation of Holyrood, there is no justification for

excluding this additional 20 MW of wind power {rom the least-cost plan.
As for the technical limit, the EIS states that:

“for wind generation above 130 MW it would not always be possible to maintain
system stability particularly during periods of light load and during these periods

* E1S, page 2-46.

® Philip Raphals, “Comments on Proponent’s Response to the Panel's Information Request of March
21,2011, page 14. {Available at http://ceaa.gc.ca/050/documents/49714/49714E.pdf)

*!' Philip Raphals, Final Presentation to Joint Review Panel, April 14, 2011 (Transcript of April 14, 2011,
htip://ceaa.qgc.ca/050/documents/49747/49747E..pdf, page 17).
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wind generation would have to be curtailed, again, reducing the economic benefit
of the additional wind generation.”*

In other words, since this technical Himit can be resolved by wind curtailment during light load
periods, it is in fact an economic limit as well. And since the economic parameters of the Island
power system have changed so dramatically since 2004, economic limits based on 2004 avoided

costs clearly cannot be relied on.

It goes without saying that wind generators don’t like curtailment any more than hydro operators
like spillage. However, in areas with open wholesale markets, wind generators are now
frequently required to curtail generation when so required. If new wind generation is economic,

taking into account the cost of curtailment,_there is no reason to exclude it.

Finally, it is important to mention that the 2004 study made it very clear that it was a preliminary

investigation:

However, given the preliminary nature of this investigation, it would be prudent
to further limit the initial quantities of wind generation into the system.

Consideration should be given to a stepwise pattern of increased penetration
levels over a number of years to gain direct operating experience with the
technology and its integration into the Island system. This would allow Hydro to
further define the opportunities and constraints associated with the resource
without subjecting customers to undue expense or power quality issues. As well
it would allow the industry to arrive at possible solutions which, along with the
experience gained by Hydro, may permit penetration levels beyond those
currently identified.*

Indeed, the Government of Newfoundland and Labrador seems to continue to be interested in the
possibility of increasing wind penetration beyond the levels identified in the 2004 study. A

Request for Proposals was issued last year by the provincial Department of Natural Resources

* EIS, pp. 2-45 and 2-48,

8 NLM, An Assessment of Limitations for Non-Dispatchable Generation f the Newfoundiand fstand
System, op. cit., p. 28.
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concerning Onshore Wind, in Phase 2 of its Energy Innovation Roadmap process?**

However,
this reasonably foreseeable future activity is not considered in the EIS, and it should have been.

A copy of this RFP is attached, as Appendix 1.

For Onshore Wind, one of the areas to be included in the Roadmap is identified as Grid

Inflexibility/ Integration. The RFP states (p. 8):

The ability of the grid to absorb higher penetrations of intermittent wind energy
is a function of the flexibility of other generation supply, interconnection,
customer loads, and the availability of electricity storage facilities. This is
particularly challenging for Newfoundland and Labrador given the absence of
these features at the present time.

One of the work products requested is to:
“assess the flexibility of the existing generating capacity in Newfoundland and Labrador,
particularly with respect to the integration of a significant amount of variable generation

(e.g. wind power)”. (p. 9)

The consultant is also asked to:

e “recommend options and technologies that could improve the flexibility of the
existing generating facilities;”

* “recommend options which could lead to the development of new concepts for the
techno-economic integration of high wind penetration systems featuring hydro
and gas (possibly) and storage facilities;” and

* “recommend options for the development of power management strategies
and system designs that are tolerant of high proportions of wind generated

power and the consequent fluctvations in energy supply, by providing

* hitp://www.hati.net/membership/requests-for-proposals/rip-eneray-and-innovation-roadmap.aspx
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mechanisms such as storage loads or wide area balancing that provide grid

stability despite unpredictable supply characteristics.” (emphasis added)

Read together, the 2004 study and the 2011 RFP make very clear that the 80 MW limit is not
only preliminary, but also that significant effort is underway to overcome it. While it may be
prudent foday to limit wind penetration to 80 MW, it is not reasonable to assume that this

limit will remain in place for the next decade, much less for the next 50 years.

Thus, it is incorrect to conclude that the Isolated Island Scenario includes the economically

optimal level of on-island wind generation.

Section 2.5.8 of the EIS concludes by stating that “Wind power has a place in the electricity
generation mix on the Island and, due to its low environmental footprint, it will be incorporated

whenever economically viable.”**

It is clear from the foregoing that neither of the two plans proposed for study by Nalcor (the
Interconnected Island Option, based on the Muskrat Falls project, and its Isolated Island Option)

come anywhere near approaching economically viable levels of wind power.
The Comprehensive Study Report should therefore include the following findings:

— . that the study the Proponent has invoked to justify its decision to limit wind power

to 80 MW until 2067 in the Isolated Island Option is both preliminary and outdated,

— that the Proponent has failed to present a reasonable estimate of the econemically

optimal level of on-island wind generation, in the No Project scenario,

— that, as a result, the Proponent has failed to demonstrate that its Isolated Island
Option constitutes the least-cost option in the absence of the Muskrat Falls

Generation and Transmission projects; and

S p, 2-46.
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— that, in consequence, the Proponent has failed to demonstrate that the Muskrat
Falls Transmission Project, in combination with the Muskrat Falls Generation
Project, constitutes the least-cost option to meet long-term supply of power to

Newfoundland Island.

4.3.2. Natural gas

In section 2.5.2, the Proponent explains its view that “’landed’ Grand Banks gas is not a viable
option to meet the Island’s electricity needs” (p. 2-37), identifying several barriers that have, to
date, prevented the development of offshore gas for domestic needs. In particular, it is

mentioned that “natural gas from White Rose is being stored in an adjacent reservoir for future

use,” and that, “to date, no concrete plan for domestic natural gas development exists.”

Given the recent collapse of North American gas prices, and the widespread expectation that the
shale gas phenomenon will keep gas prices low for decades, it seems unlikely that expensive
infrastructure will be developed to land offshore gas for the continental market and in the
foreseeable future. That said, it also seems reasonable to presume that, if NI. government policy
were to favour such a solution, offshore gas could indeed be brought to the Island for power

generation purposes at some time in the coming decades.

What does not seem reasonable is the presumption that, for fifty years, NL will continue to buy
oil on the world market to run Holyrood, despite its domestic gas reserves. And yet, it is this
hypothesis that underlies the Proponent’s Isolated Island Alternative. Indeed, given the ever-
increasing prices forecast for #6 fuel oil, which according to the PIRA forecast used by Nalcor

increase to around $200/barrel by 2043, and to over $300/barrel by 2067%, there is no doubt

‘8 pUB, Exhibit 4, Nalcor, « NLH Thermal Fuel Ol Price Forecast Reference Forecast, », January 2010.

¥ Increasing by 2%/year from 2043 to 2067. MHI, vol. 2, p. 204.
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that, in the No Project alternative, pressure will increase, decade by decade, to replace oil as a
fuel. In such a context, it is difficult to imagine that offshore gas will remain in the ground for

the next fifty years.

It is important to recall that, since fuel costs represent 69% of all costs in the Isolated Island
Alternative,*® any new development that reduces or replaces part of these costs can be expected

to have a significant effect on the CWP analysis.

The Comprehensive Study Report should therefore include the finding that the Proponent
has failed to adequately consider the possibility of refueling Holyrood with natural gas,

sometime prior to 2067.

4.3.3. Electricity imports

In section 2.5.14, the EIS addresses the possibilities of regional power imports as a supply
alternative. It judged these alternatives in terms of three considerations:

e Exposure to price volatility or significant price premiums,

¢ Security of supply, and

 Potential market structure/transmission impediments.*

The review was limited to two transmission paths (Churchill Falls to the Island, and Maritimes to
the Island). The EIS states:

For purposes of the screening review, energy was assumed to be ultimately
sourced from the New York and New England markets as both regions have
competitive wholesale generation markets.”

*® Figure 2.6.1-1
* EIS, page 2-63.

% EIS, page 2-62.
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Tt is surprising that the possibility of a power purchase from Hydro-Québec was not even
mentioned in this section. It is well known that Hydro-Québec has a great deal of surplus power,

and is actively seeking purchasers under long-term coniracts.

Hydro-Québec’s recent long-term contract with Vermont was priced lower than the cost of
Muskrat Falls power. While such purchases may well turn out not to be the best solution, there

is no basis for excluding them from consideration a priori.

The Comprehensive Study Report should therefore include the finding that the Proponent
has failed to adequately consider the possibility of regional imports from sources other
than the New York and New England electricity markets, in particular the possibility of

imports sourced from Hydro-Québec.

4.4. Reliability

In section 2.3.5, the EIS addresses issues related to transmission reliability.

In this section, the Proponent states that the two options were judged against NLH’s “accepted”

transmission planning criteria which, it states, “adhere to industry accepted practice.”

The MHI report examined the question of reliability at length, and found that NLH’s
fransmission planning criteria do not meet industry standards. In its report, MHI addressed
at length Nalcor’s compliance, or lack thereof, with NERC reliability standards, which are
mandatory in the US. MHI found that compliance with these standards is now an essential
element of Good Utility Practice, and has been adopted by virtually all other jurisdictions in
Canada. It was very critical of Nalcor’s statement that “it does not plan to address a 3 phase fault

at Bay d’Espoir as the present system fails to maintain angular stability following this
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contingency under some operating conditions.”™! As NERC reliability standards would
inevitably apply to the Labrador operations of the Lower Churchill Project, if and when the

Maritime Link is commissioned, MHI considers this non-compliance to be a serious issue.

The Comprehensive Study Report sheuld therefore include the finding that NLI’s failure
to conform to NERC reliability standards is a significant departure from Good Utility

Practice.

4.4.1. HVDC Converter Stations and Electrodes

MHI was also very critical of the lack of risk review of the HVDC converter stations and
electrodes. It noted that there was no comprehensive HVDC system risk analysis review of

operations and maintenance for the overall HVDC transmission system.>

There does not appear to be any risk analysis done for the HVDC converter stations or the
operational aspects of the LIL HVDC system. Converter station outages could be lengthy and
could be very costly to repair. particularly if lost revenues are considered. MHI recommends that
this be completed prior to the development of the HVDC converter station specification so any

additional requirements can be included.>

The Comprehensive Study Report should therefore include the finding that NIL.H has failed
to carry out a comprehensive review of the financial and reliability risks of the overall
HVDC system.

4,42, HVDC Transmission Lines

1 MHi report, v. 2, p. 78,
% Ibid., p. 112,

2 Ihid.
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MHI pointed out that transmission losses for the proposed HVDC link would be approximately
10%.°4 1t analyzed in detail the choice of design criteria for the transmission line, and criticized
Nalcor’s choice to design to a 1:50 year reliability return period. It pointed out that the
international and Canadian standards for a line without an alternate source of power supply is
1:500 years, and, when an alternate source of supply does exist, it is 1:150 years. “MHI

55

considers this a major issue and strongly recommends that Nalcor adhere to these criteria.

There has been no indication that it intends to do so.

The Comprehensive Study Report should therefore include the finding that the planning

criteria used for the HVDC fransmission lines is inadequate.

4.4.3. Strait of Belle Isle Marine Cable Crossing

MHTI’s review pointed out a number of risk factors with respect to the marine cable. Literature
reviewed indicated cases of cable failures due both to external and internal causes. External
causes include third-party mechanical damage (anchors, fishing trawlers, excavation activities).
Lightning and of course icebergs — for which the risk is deemed significant -- represent other

possible external causes of failure,

A number of HVDC failures over the last decade were attributed to internal causes, including
two due to damage caused by installation difficulties. In other cases, the causes of failure are
unknown.’® Assuming that the cable will be problem-free, as Nalcor appears to do, would

therefore be optimistic.

Based on historical data, MHI indicated that Nalcor should expect one cable failure every 10

years — though this figure does not take into account the particular characteristics of the Strait of

* Ibid., p. 116.
* Ibid., p. 121.

%% |bid., p. 134.
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Belle Isle.”” The installation of a third cable will clearly alleviate the risk of a prolonged outage
following a cable outage. However, a damaged cable must be repaired, and repairs can be

expected to be costly and lengthy.>®

The Comprehensive Study Report should therefore include the finding that Strait of Belle
Isle Marine Cable Crossing creates risks that have not been recognized in the Proponent’s
EIS.

4.4.4. AC transmission upgrades

In section 2.3.6 of the EIS, the Proponent refers to the Island Transmission System Outlook
Report, which identifies several transmission constraints that may need to be addressed in the

next 5 to 10 years, depending on generation choices. It states that:>

Following development of generation expansion plans through the generation planning process, the
transmission system effects of the proposed generation sites can be more fully assessed and transmission
system additions more fully defined.

It is important to note that MHI was very critical of Nalcor’s failure to complete AC Integration
Studies, which define the additional modifications to the Newfoundland transmission system that
would be required in order to successfully integrate power from Muskrat Falls, prior to deciding
to go ahead with Muskrat Falls. MHI states that these studies provided “do not adequately
describe the facilities required to successfully operate the transmission system under the new
configuration. As such, there may be unidentified risks in proceeding with this project at this

time 9!60

 Ibid., p. 135.
%8 1hid.
* EIS, page 2-23.

MHI report, vol. 2, page 75.
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MHI states that “Good utility practice requires that these integration studies be completed as part
of the project screening process (DG2); MHI considers this a major gap in Nalcor’s work to
date.”® (emphasis added)

The Comprehensive Study Report should therefore include the finding that the
Proponent’s failure to fully assess the AC transmission upgrades required to integrate the
Muskrat Falls project into its existing system is a major failing, and that this failing may

create unidentified financial and reliability risks for the Island power system.

4.5. Fuel price forecasts

In section 2.7.1.1 of the EIS, the Proponent presents a sensitivity analysis based on the price of
fuel. The analysis demonstrates that the justification of the proposed Project is highly dependant
on fuel price forecasts. Thus, Table 2.7.1-1 shows that, under PIRA’s Low World Oil Forecast,
the preference for the Interconnected Island scenario, as compared to Nalcor’s Isolated Island
scenario, almost completely disappears, dropping from $2,158 million to just 120 million. In
MHI’s words:

More interesting is the low price case, where a near-term double-dip recession
in the US might lead to fuel prices that are so low that the CPW gap almost
disappears.”

It is widely recognized that fuel price forecasts are highly uncertain and volatile. The recent drop

in oil prices, which have fallen by almost 25% in the last month (from about $105 a barrel at the
beginning May 2012 to just over $80 a barrel on June 4), only reminds us of this fact.

¥ Ibid.

52 MHI, vol. 2, p. 205.
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MHI pointed out this uncertainty as well, writing:

it is clear there is much uncertainty related to the pricing of fuel for thermal-
based power generation. Different scenarios can and should be run and
compared, but the results related thereto often have a short shelf life. While
the prospect of raising the necessary capital to finance and construct the Infeed
Option may be daunting, the uncertainty associated with forecasting the price
of fuel for thermal generation over the long term might be, and likely is,
even more so. (emphasis added)™

The PIRA high and low forecasts have not been made public, so to get an idea of the extent of
the typical spreads between high and low oil price forecasts, I had to look to other sources. The
following chart presents the oil price forecast from the Northwest Power Planning Council’s

2009 Power Plan.

% |bid.
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The high scenario shows prices more than twice as great as the low scenario (about $130 versus

about $50 per barrel, in 2030). As MHI wrote in their report, long-term fuel price forecasts have

a short shelf life.

The following table, assembled by the US Energy Information Agency, assesses the accuracy of

its own fuel price forecasts from 1982 to 2010.
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The results are surprising. The forecasts produced from 1982 to 1985 were far too high — 133%
too high, on average. From 1986 to 1995, the forecasts were still too high — by 35%, on average.

But for the next 10 years, from 1996 to 2005, forecasts were all too low -- 32% on average.

This is particularly interesting, not just because it shows the inaccuracy of the forecasts, but
because the errors are so systematic. We don’t see random variation — we see that forecasters
were systematically wrong, in the same direction, for years on end. From 1982 through 1994,
they consistently over-forecast oil prices. And from 1995 until today, they have consistently
under-forecast prices. What does that tell us about today’s forecasts? That there is a very
substantial chance that they will be wrong, and significantly so. We just don’t know in which

direction.

A forecast with this much uncertainty has little if any predictive value. Basing decision-making
on calculations based on the median value is methodologically unsound. As Nalcor’'s CPW
calculations depend heavily on such values, the conclusions drawn from them cannot be relied

upon, as the PUB very correctly noted.
The Comprehensive Study Report should therefore include the findings:

— that the Proponent’s fuel price forecasts include a very high degree of uncertainty,

and thus have little predictive value, and,

— that economic analyses based on a single value extracted from these forecasts, such
as the Proponent’s CPW calculations for the Isolated Island Option, also have little

predictive value.

4.6. Power purchase expense

In section 2.4.1.1 of the EIS (pages 2-30 to 2-31), the Proponent explains the power purchase
agreement that would define the price paid to Nalcor by NLH for Muskrat Falls power. It begins
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the section by saying: “The price that NLH pays for power and energy from Muskrat Falls on

behalf of Island ratepayers is a cornerstone for the Lower Churchill Project.

264

It is noteworthy that, even though the price paid is a “cornerstone” of the Lower Churchill

Project, most of the information provided in this section was not presented to the Joint Review

Panel for the Lower Churchill Generation Project.

In this section, the Proponent explains that its proposed PPA was developed in order to address

the fact that, under cost-of-service (COS) price setting, the price of Muskrat Falls power would

be a significant burden for ratepayers in the early years:®

Under a regulated Cost of Service {COS) price setting environment, the annual revenue requirement for a
utility asset would be comprised of:

COS = Operating and Maintenance Costs + Power Purchases+ Fuel + Depreciation + Return on Rate
Base

Where Return on Rate Base would be comprised of a cost component for lenders (cost of debt) and a profit
component for shareholders (return on equity} for a prescribed debt-equity capital structure. This annual COS
would then be divided by the output produced and sold from the asset in question to derive an average selling
price or rate (such as cents per kilowatt hour (kWh), or equivalent dollars per megawatt hour (MWh). An
important feature of this pricing methodolagy Is that under COS price setting, the unit rate revenue paid by
ratepayers for a given asset is highest in the first year. This is because as a new regulated asset goes into rate
base, the undepreciated cost of the asset Is at its maximum and return on rate base Is driven by undepreciated
net book value. Another feature of this pricing framework is that as the equity investor earns its regulated
return each year, the return in dollars is also highest in the first and initial years. This is not necessarily prudent
for the Muskrat Falls developrient In that the Island ratepayer energy requirements at the time of plant
commissioning is projected to be only about 40%, or 2 terawatt hours (TWh), of the plant’s average annual
production of 4.9 TWh. While the Island’s energy requirements increase over time in line with economic
growth, the eady-year COS rate for Muskrat Falls power would be a significant burden for ratepayers in those
years. The required COS revenue for Muskrat Falls would be at its maximum and the power required by
ratepayers at a minimum. In an effort to address this issue, an alternative approach to Muskrat Falls power
pricing was developed that affords a number of advantages for ratepayers.

However, the EIS fails to mention the advantages for consumers of COS pricing in later years, or

the corresponding drawbacks of the proposed PPA approach.

5 EIS, p. 2-30. It is interesting to note that this issue was not addressed in the EIS of the Lower Churchill

Generation Project.

% Ibid.
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Traditionally, hydro projects have been developed as ratebase projects under COS principles,
which implies higher costs in the first few years, that decrease dramatically over time. That’s
why the costs of many existing hydro projects such as Bay D’Espoir are so low. If they had been

built under a PPA, instead of CQOS, it would cost consumers far more today.

In my comments to the PUB, I demonstrated why, under the proposed PPA, Muskrat Falls will
probably never be a low-cost resource. The table presented in Appendix 2 is based on data
provided by Nalcor to the PUB.%® All the columns in white are from Nalcor’s document; my

additions are presented in yellow.

Nalcor’s column 5 shows the nominal annual cost, in $/MWh, of the whole Lower Churchill
Project (generation and transmission). This cost remains relatively constant, varying between

$190 and $260/MWh over the life of the project.

My new columns 5a and 5b break down the nominal annual cost between MF and LITL, by
dividing the incremental costs of each (columns 2 and 3) by the total energy (column 1). We see
that, while the nominal annual cost of LITL falls (from $147/MWh at the beginning to $13 at the
end), the annual cost of MF increases, from $92 to $247/kWh.

These combined costs are then levelized, on a nominal basis, in column 6, resulting in a fixed
nominal dollar cost of $208/MWh. Again, I have broken this down into MF and LITL
components, using the same methodology described in Nalcor’s note 2. The levelized nominal
LUEC for MF is $126/MWh, and that for LITL is $83/MWh.

In column 7, T have only changed the title. While Nalcor calls it an “escalating real LUEC”, I
find this confusing, since the figures are actually in nominal dollars, not real ones. I find it
clearer to refer to it as a “Real LUEC expressed in nominal dollars”. In other words, we have
converted the nominal LUEC to real dollars, and then re-translated it back into nominal dollars,

as a price that escalates with inflation. These are thus the actual prices, in current dollars, that

% CAKPL-Nalcor-27 rev. 1



Comments on_the JL!StIf!Cﬁ!IOﬂ for_the Helios Centre
Lower Churchill Transmission Project June 12. 2012

(Labrador-Island Transmission Link}
Page 39

will be charged to consumers for Muskrat power (delivered to the Island and blended, of course,
with other sources), which starts at $152/MWh in 2017 and increases to $409/MWh in 2067.

(Nalcor’s figures, from col. 7.)

In column 7a, I have indicated the total annual payments (MF plus LITL), in current dollars.
(That’s the energy from column 1 times the current dollar prices, in column 7.) In column 7b, I
have subtracted from that the LITL payments in column 3, to show the current dollar payments
under the MF PPA. Then, in column 7¢, I have calculated the current dollar unit cost for
Muskrat Falls power (without transmission), by dividing by current dollar payments in column

7b by the amount of energy, from column 1.

Column 7c shows that the actual price paid to Nalcor for Muskrat Falls power starts at $5/MWh
in 2017, and rises to $396/MWh in 2067. This result — more extreme than the blended result
shown by Nalcor in column 7, results from mixing PPA and COS costs, and from the fact that
customers must pay the full cost of LITL, under COS, but only for the energy they actually
consume, under the PPA. But in either case, the price to be paid for Muskrat Falls power under
the PPA in 2067 comes to around $400/MWh, or 40 cents/kWh.

The costs of Muskrat Falls power under a COS regime have not been produced by the Proponent.

However, the information in this table allows us to estimate that as well.

Making the simplifying assumption that the capital structure and depreciation of MF are similar
to that of LITL, we can simply inflate the LITL payments in column 3 to correspond to the MF
CPW of $2.682 billion (column 2). The result, shown in column 8a, shows the annual current
dollar payments that would be required to cover the costs of Muskrat Falls under a COS regime
identical to one applied to LITL. These costs start at $407 million in 2017, and fall to $90
million by 2067. Column 8b then shows this amount divided by the total energy each year,
giving the unit cost in $/MWh for Muskrat Falls energy under COS. It starts at $225/MWh in
2017, and then fall to $20/MWh by 2067. Of course, if consumers were credited with the
revenues of third party sales, which would be normal in COS, the early-year costs would be

lower,
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This exercise shows the real difference between COS and PPA pricing. With the PPA, Muskrat

Falls prices are much lower at first, but 20 times higher in 2067.

In other words, if Muskrat Falls were subject to COS regulation, in 50 years its power would be

almost as cheap as any other low-cost old hydro project.

And what happens after 20677 Under COS, the unit cost from MF would remain stable,
somewhere around $20/MWh or lower, like it does for other COS hydro projects.

Under the escalating price scenario, however, NF consumers would be paying $396/MWh for
MF power in 2067. How much would Nalcor charge in 20687 Would it suddenly cut the price
to $20/MWh, pointing out that, since all its costs incurred 50 years ago had now been paid, it had
no reason to charge more? Or, more likely, would it keep on charging $400/MWh? Doing so
would of course produce a windfall profit for Nalcor and its shareholder — paid from the pockets

of Newfoundland consumers.

At Churchill Falls, Hydro-Quebec enjoys pricing very similar to COS pricing, and
Newfoundland and Labrador certainly wishes that the pricing were more like the PPA proposed
here. But in the case of Muskrat Falls, it is Newfoundland consumers who will be paying the

escalating prices.

Thus, while the PPA is advantageous, compared to COS pricing for consumers in the project’s
first decade, it is very disadvantageous to consumers later on. This intergenerational equity issue

is not addressed in the EIS.
The Comprehensive Study Report should therefore include the finding that the Proponent

has failed to present the long-term disadvantages for Newfoundland consumers of its

proposed PPA for Muskrat Falls power.

5. Conclusions and recommendations
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As we have seen, the stated justification for the LITL is that the Muskrat Falls generation
project represents “the least-cost option to meet long-term supply of power to the Island.” From

a justification perspective, the two projects are inseparable.

The previous (albeit partial) reviews of the justification of the Muskrat Falls project are thus
entirely relevant to the assessment of the LITL. As we have seen, the Joint Review Panel for the
Lower Churchill Generation Project was unable to resolve a number of key questions related to

the project’s justification, in particular with respect to alternatives to the project.

A great deal of new information has been made public since the issuance of the JRP report, in the
process carried out by the PUB and in the EIS for the LITL. However, as we have shown above,
the fundamental questions raised by the JRP still have not been resolved. In my opinion,
Nalcor’s analysis showing Muskrat Falls to be the best and Ieast cost way to meet domestic

demand requirements is still inadequate.

That is, the Proponent’s attempt to demonstrate that Muskrat Falls represents the least-cost
option to meet long-term supply of power to the Island fails, because it depends on the

comparison with an Isolated Island Scenario which is in no way optimal, because it:

is not the fruit of a true planning process, but is simply the output of a planning program.

is based on a load forecast:

o in which the forecast residential growth rate is inadequately substantiated, and

o which fails to account for the potential closure of Corner Brook Pulp and Paper,
which in itself would eliminate 80% of the CPW reduction under the Muskrat
Falls scenario;

e fails to include any Conservation and Demand Management savings in the base plan, and
the CDM scenarios explored in the sensitivity analyses remain modest, with no gains
foreseen after 2031;

s ignores the phenomenal wind power potential near load centers on the Island based on a

preliminary 2004 study, the underlying parameters of which are no longer valid;
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* fails to address the possibility of purchases from Hydro-Québec;

* Relies on a CPW analysis that depends heavily on long-term fuel price forecasts, which
are known to have a “very short shelf life” and which have so much uncertainty as to be
of little or no predictive value;

* assumes that Holyrood will continue to burn oil until 2067, making the unjustified
assumption that, in the absence of the Muskrat Falls project, offshore gas will remain

untapped for the next 50 years.

Given these many and substantial flaws, the analysis comparing the Muskrat Falls
Interconnected Island Scenario to the Isolated Island Scenario prepared by Nalcor should

be judged, once again, inadequate.

I recommend that the Agency find that the rationale presented in the EIS for the proposed
Labrador-Island Transmission Link is factually unsupported, for the reasons set out above.
More specifically, it should find that said rationale is based upon unsupported assumptions

and deficient analyses.

For all these reasons, the Comprehensive Study Report should conclude that the Proponent
has failed to demonstrate that the Muskrat Falls Transmission Project, in combination
with the Muskrat Falls Generation Project, constitutes the least-cost option to meet long-

term supply of power to Newfoundland Island.






















































Request for Proposals

Energy Innovation Roadmap

Phase 2: Onshore Wind/Transmission
December 2011

Government of Newfoundland and Labrador

Tel: (709) INS47
Fax: (709) IS71

Email: pmorris

All inquiries are to be subrnitted in writing or by e-mail and the Request for Proposals
title “Energy Innovation Roadmap ~ Phase 2: Onshore Wind/Transmission” should be
gquoted on all correspondence., The Government Purchasing Agency shall provide to
all bidders who have registered to receive amendmaents, any relevant information in
response to inquiries received in writing without revealing the source of those
inquiries. Bidders are cautioned that it is their responsibility to ensure that they
receive all information relevant to this Request for Proposals. The Government of
Newfoundland and Labrador shall not be responsible for bidders who fail to inform
themselves regarding the scope and nature of the work, The Government Purchasing
Agency shall publish all amendments to the procurement website at
www.gpa.gov.nl.ca. Bidders may register on the procurement website to receive
amendments automatically by fax. Bidders not registered to receive amendments
are solely responsible for ensuring they are aware of and have complied with all
amendments by closing time.

Verhal information or representations shall not be binding upon the Department of
Natural Rescurces. Only written changes, alterations, modifications or clarifications
approved by the Department of Natural Resources are binding. In order to be valid,
all such chaniges, alterations, meodifications or clarifications shall ba issued in the
form of addenda and all such addenda shall become part of this Request for
Proposals,

Information pertaining to the Department of Natural Resources obtained by the
proponent as a result of this Request for Praposals is confidential and must not be
disclosed by the proponent, except as authorized by the Department of Natural
Resources,

The Department of Natural Resources may, during the assessment period, request a
meeting with a proponent to clarify points in the proposal. Demonstrations of any or
all proposed solutions may also be requested. No changes cr amendments by the
proponent will be permitted to its proposal after the Request for Proposals closing
date. The proponent shall be responsible for any expenses incurred related to this
requirement.
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Court File No. T-2060-11
FEDERAIL COURT

BETWEEN:
GRAND RIVERKEEPER, LABRADOR INC.,
SIERRA CLUB OF CANADA, and
NUNATUKAVUT COMMUNITY COUNCIL INC.

APPLICANTS

ATTORNEY GENERAL OF CANADA,
MINISTER OF FISHERIES AND OCEANS,
MINISTER OF TRANSPORT,
MINISTER OF NATURAL RESOURCES, and
NALCOR ENERGY

RESPONDENTS

AFFIDAVIT OF ROBERTA FRAMPTON BENEFIEL

I, ROBERTA FRAMPTON BENEFIEL, of the Town of Happy Valley-Goose Bay, in the

Province of Newfoundland and Labrador, AFFIRM THAT:

1. I am the Vice-President and the Riverkeeper of the Grand Riverkeeper, Labrador Inc.
(“Grand Riverkeeper”). My position as “Riverkeeper” is analogous to the position of

executive director, I am authorized to provide this Affidavit on behalf of Grand Riverkeeper.

A. Grand Riverkeeper and our interests in the Grand River

2. Grand Riverkeeper is a federally registered non-profit organization. Our goal is to
preserve and protect the Grand River, its watershed and valley for present and future users
and for posterity, through activities like promoting public awareness, monitoring, intervention
and habitat restoration. We actively promote sustainable development and ecosystem
management approaches that will maintain the heritage and intrinsic value of the Grand

River. We learn and educate the public and decision-makers about the ecological, aesthetic,



recreational, economic, social, cultural and spiritual values and benefits of the Grand River. A

copy of Grand Riverkeeper’s Letters Patent is attached to my Affidavit as Exhibit A.

I was raised from infancy in the Grand River valley in Labrador. Currently I live and
work in the town of Happy Valley-Goose Bay. I have an undergraduate degree in
environmental studies from Mount Allison University, New Brunswick. As my paid
employment, I teach various courses as a contract instructor with the College of the North

Atlantic, which is the public college in Newfoundland and Labrador.

I have served as Vice-President and Riverkeeper since 2005. In these two roles, I am an
unpaid volunteer. Grand Riverkeeper is a small organization driven by the efforts, time and
passion of local volunteers. Currently, we do not employ any paid staff and do not currently

maintain an office. The majority of our board members and volunteers are based in Labrador.

Grand Riverkeeper focuses our work entirely on issues related to the Grand River. On
many maps, the Grand River is named the Churchill River. This is a result of a decision by
Newfoundland Premier Joey Smallwood, in 1965, to change the name of the river in honour
of Winston Churchill when he died. Previously, it was identified on maps as the Hamilton
River, which name was assigned to it in approximately 1821. However, the river has
traditionally been known by the Innu people as Mishta Shipu, This means “big river”. As a
loose translation of the Innu name, many of the original “settlers” to the area called it Grand

River and most Labradorians stiil do.

Grand River is the seventh largest river in Canada and the largest river in the Province of
Newfoundland and Labrador. In addition to being the longest river in the Province, it has the
largest watershed, draining a 93,415 km? area largely comprised of high boreal forest. This

river’s watershed area is larger by 20,000 km? than the Province of New Brunswick.

The Grand River starts at the head of Ashauanipi Lake, dropping over Grand {Churchill)
Falls, broadening into Winokapau Lake, and then flowing through a deep glacial gorge past
Happy Valley-Goose Bay. It empties into Lake Melville and eventually into Groswater Bay at
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Rigolet, a total journey of 835 km. Over the course of this journey, the river and its valley

provide habitat for numerous aquatic and boreal species.

In the summer of 2005, Grand Riverkeeper became formaliy affiliated with the
Waterkeeper Alliance At that time, we changed our name to Grand Riverkeeper, Labrador
Inc. Grand Riverkeeper is one of approximately 200 Waterkeeper organizations on six
continents, and one of nine Waterkeeper organizations in Canada. Waterkeeper Alliance
seeks to help communities stand up for their right to clean water and for the wise and

equitable use of water resources, locally and globally.

Before our organization became a member of the Waterkeeper Alliance in 2005, we were
known as Friends of Grand River/Mishta Shipu (“Friends™). Friends was formed in 1998. 1
started volunteering with Friends in1998, and continued fairly continuously until 2005 when
the new group became Grand Riverkeeper Labrador, Inc. Friends comprised a group of
citizens who were concerned about the ecological and cultural damage done by the Upper
Churchill Hydroelectric Project constructed in the 1960s and 1970s, and who were worried
about a new proposal by the Province for more large-scale hydro development on the Grand
River watershed. Friends was formed in response to that initial proposal to construct two
dams on the lower Grand River, at Gull {sland and at Muskrat Falls. While that initial
proposal did not proceed, Nalcor Energy’s proposed Lower Churchill Generation Project is

very similar to it.

A major focus of Grand Riverkeeper’s work consists of advocating against the further
damming and unsustainable hydro development on the Grand River. In the last few years, we
have devoted significant time and effort to the Lower Churchill Generation Project and
closely related transmission projects, particularly through our participation in the assessment
by the Joint Review Panel. If constructed, this Project would further dam the Grand River
with two new, large hydroelectric dams. This would convert most of the remaining nearly
free-flowing river reaches into two long reservoirs. These reservoirs would together be 285
km long and would flood approximately 135km? of boreal forest. The Project will cause

irreversible impacts to and fundamentally alter the ecology of the Grand River.
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12.

In the context of our efforts to preserve the Grand River for future generations, we seek to
ensure that local decision-makers are aware of the work of the World Commission on Dams
(“WCD™). The WCD was a global multi-stakeholder body initiated in 1997 by the World
Bank and the World Conservation Union (IUCN) in response to growing opposition to large
dam projects. The WCD had a mandate to develop internationally acceptable guidelines for
the planning, construction and operation of dams. In 2000, the WCD published its lengthy
final report entitled Dams and Development: A New Framework for Decision-Making. The
WCD framework establishes comprehensive guidelines for dam building, and its
recommendations constitute international soft law. A webpage discussing the WCD and its
report, published by the organization International Rivers, is located at

tp://www.internationalrivers.org/way-forward/world-commission-dams. A copy of this
webpage is attached to my Affidavit as Exhibit B. The United Nations Environmental
Program webpage on the WCD and its report is located at hitp://www.unep.org/dams/WCD/ .

A copy of this United Nations webpage is attached to my Affidavit as Exhibit C.

In addition to hydro development, Grand Riverkeeper also works on other projects and
issue to further our goal, where time and resources permit. In particular, Grand Riverkeeper:
e delivers educational presentations and workshops, to students, clubs and other groups,

describing the benefits provided by the Grand River and advocating its protection;

e has delivered educational presentations to federal civil servants, through the federal
government’s civil service training program, annually over the last four years;

e has worked with film makers to create an 18-minute DVD entitled “GRAND RIVER —
Labrador’s Treasure, Newfoundiand’s Secret”, released in 2006, which has since been
provided to every school in Labrador and is available on our website;

¢ delivers 10-day canoe trips of the Grand River, in the summer;

* where capacity permits, participates in provincial environmental assessments of proposed
development projects affecting the Grand River;

+ monitors existing and emerging threats to the water quality of the Grand River, including
from the discharge of raw sewage into the river over the last 30 years and from the
remediation project for military bases in Goose Bay;

¢ advocates for an appropriate wastewater treatment system for Happy Valley-Goose Bay;
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* presented to the Province of Newfoundland and Labrador on developing a provincial
energy plan, in 2006; and

» presented to the House of Commons Standing Committee on Natural Resources regarding
greening electricity in Canada, at Churchill Falls, Labrador, in 2007.

I am also currently a volunteer member on the Advisory Committee for Renewable Low-

Impact Energy (Hydro) for Environment Canada’s “EcoLogo” certification program.

Prior to our extemsive participation in the assessment of the proposed Lower Churchill
Generation Project, and our ongoing participation in the assessment of the closely related
Lower Churchill Transmission Project (also referred to as the “Labrador-Island Transmission
Link Project”), Grand Riverkeeper had little experience with the administration of the
Canadian Environmental Assessment Act (“CEAA”). 1 have previously followed some
CEAA-related issues as a member of the Canadian Environmental Network’s Environmental
Planning and Assessment Caucus.. In addition, with funding from the federal government
provided through the Canadian Environmental Network, Grand Riverkeeper organized a
workshop in Labrador to provide information to the public on CEAA. At this workshop,
information was provided by guest speakers, including one from the Canadian Environmental

Assessment Agency (“CEA Agency”).

Grand Riverkeeper’s participation in the environmental assessment of the proposed

Lower Churchill Generation Project

Grand Riverkeeper participated extensively in the environmental assessment of the
proposed Lower Churchill Generation Project. We participated both in the pre-hearing
proceedings, occurring from 2007 through to early 2011, and in the hearings themselves, in

the spring of 2011.

During our participation in the environmental assessment process, Grand Riverkeeper
submitted dozens of letters, presentations and other documents onto the record before the
Joint Review Panel. I have not attached all of our documents to my Affidavit. However, all of

our documents that were submitted to the Panel are posted to the Canadian Environmental



C.

17.

18.

19.

20.

Assessment Registry (“CEA Registry”) website for the proposed Lower Churchill Generation

Project at hitp://ceaa.gc.ca/050/05/documents-eng.cfm?evaluation=26178.

Grand Riverkeeper’s participation in pre-hearing proceedings

Throughout the pre-hearing proceedings, Grand Riverkeeper reviewed and commented on
documents and studies presented by the proponent Nalcor Energy; documents provided by the
federal and provincial governments such as the Draft Guidelines for the Environmental
Impact Statement, and draft documents provided by the Joint Review Panel itself regarding

its intended hearings process.

Grand Riverkeeper also reviewed and commented on the Proponent’s responses to the
Information Requests made of it by the Panel. For example, on September 23, 2010, we
submitted comments to the Panel setting out our concerns with the Proponent’s responses to
some of the Panel’s Information Requests. Among other concerns, at page 9, this submission
noted our concerns regarding the George River caribou herd. A copy of our September 23,

2010 submission is attached to my Affidavit as Exhibit D.

During the pre-hearing proceedings, Grand Riverkeeper often raised to the Panel our
concern with the lack of information from the Proponent addressing the need and rationale for

the proposed Lower Churchill Generation Project.

As one example, on December 18, 2009, we submitted comments on the adequacy of the
Proponent’s responses to the Panel’s Information Requests regarding the Environmental
Impact Statement. A copy of our December 18, 2009 submission is attached to my Affidavit
as Exhibit E. Pages 31-38 of Exhibit E contains comments by one of Grand Riverkeeper’s
retained experts, Philip Raphals. His comments address the Proponent’s responses to
Information Requests related to the need, purpose and rationale for the Project. His
comments conclude by stating, while “the Panel has requested specific qualitative and
quantitative information with regard to energy matters that it judges relevant to its analysis of

the need, purpose and rationale of the Project”, that“[w]ith few exceptions, these requests for
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specific information have gone unanswered” by the Proponent. He concludes by urging the

Panel to persevere in its efforts to obtain substantive answers to its questions.

As a second example, on June 3, 2010, Grand Riverkeeper made comments on the Joint
Review Panel’s draft hearing guidelines and draft hearing process documents released by the
Panel on May 5, 2010. These comments also included our agreement with the Panel’s
proposal that most public hearing sessions would take place in Happy Valley-Goose Bay. A
copy of our June 3, 2010 submission is attached to my Affidavit as Exhibit F.

During the pre-hearing proceedings, Grand Riverkeeper expressed concern that the Lower
Churchill Generation Project had been “split off” from the Lower Churchill Transmission
Project (which is also known as the “Labrador-Island Transmission Link Project”). Despite
that these are two sub-components of one larger development project, they are going through

separate environmental assessments.

On March 9, 2009, we wrote a letter to federal and provincial environment ministets, in
which we expressed our view that it would be impossible for the Panel to determine the
financial viability of the Lower Churchill Generation Project without knowing the full cost of
transmitting that electricity to market, through the Labrador-Island Transmission Link and/or
other transmission facilities. A copy of our March 9, 2009 letter is attached to my Affidavit
as Exhibit G.

As another example of our expression of concern with this “project-splitting” approach,
Grand Riverkeeper sent a letter to the federal Minister of Environment and other officials on
March 24, 2010. We requested that the Minister assess the Lower Churchill Generation
Project and the Labrador-Island Transmission Link together, in one combined assessment,
We explained that it would be onerous and burdensome for our organization and for others to
respond to an entirely separate process for the Transmission Project. A copy of our letter of

March 24, 2010 with the covering e-mail is attached to my Affidavit as Exhibit H.
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The Minister of Environment later denied our request. When that happened, we expected
that the impacts of the Labrador-Island Transmission Link Project would nevertheless be
taken info account by the Joint Review Panel in its assessment of the cumulative
environmental effects likely to result from the Lower Churchill Generation Project in
combination with the Transmission Project. For example, we expected that the Panel would
consider the cumulative effects associated with the construction of the transmission lines, like
impacts on wetlands and terrestrial species. However, the Joint Review Panel did not address
the environmental or cumulative effects of the Labrador-Istand Transmission Link, in the

section of its Report on cumulative environmental effects.

To me, it makes no sense to assess the environmental effects and economic justification
of two hydroelectric generation dams without considering the transmission infrastructure
necessary to transmit that hydroelectricity to end-users or to markets. Also, I am frustrated,
as a member of a volunteer organization with limited capacity and resources, by having to

participate in two separate assessments of two sub-components of the same overall project.

The Labrador-Island Transmission Link Project is currently undergoing its own separate
environmental assessment process under CEAA. It is being assessed at the level of
comprehensive study, a less intensive level of review than the review panel process which
was applied to the Lower Churchill Hydroelectric Generation Project. Notably, Bill Coulter
of the CEA Agency has confirmed for me that the comprehensive study of the Labrador-

Island Transmission Link Project will not involve any public hearings.

Grand Riverkeeper is participating in that comprehensive study, to the best of our ability.
However, in my experience from these two assessments, this project-splitting has undermined
consideration of the cumulative effects of all the parts of the larger hydroelectric generation
development. Grand Riverkeeper continues to express our concern about project-splitting in
the context of the comprehensive study of the Labrador-Island Transmission Link Project,
such as in our March 21, 2011 submission on the Draft Guidelines and Scoping Document for

that project. A copy of our March 21, 2011 letter is attached to my Affidavit as Exhibit I.
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Grand Riverkeeper’s participation in the public hearings

The Joint Review Panel’s public hearings for the proposed Lower Churchill Generation
Project were held between March 3, 2011 and April 15, 2011. I participated on behalf of
Grand Riverkeeper, as did our President Clarice Blake Rudkowski. Other members of Grand
Riverkeeper also participated in the hearings. Grand Riverkeeper also brought forward expert
evidence from a number of its own expert witnesses, both through written submissions and

oral testimony.

The majority of the Joint Review Panel’s hearings were held in Happy Valley-Goose Bay.
For some other affected communities in Labrador, hearing sessions were conducted by
videoconference, which allowed members of those communities to make presentations to the
Panel members who were in Happy Valley-Goose Bay. In addition, there were a few days of
in-person hearings in other communities in Labrador and Quebec, and in St. John’s. |
attended the vast majority of the hearings held in Happy Valley-Goose Bay. Due to a
financial contribution from another environmental group in St. John’s, I was able to attend the
two days of hearings held there. However, I was not able to attend, in person, any of the

other hearings held outside of Happy Valley-Goose Bay, due to financial constrainis.

As a result of our organization’s focus on the Grand River, and the implications of this
Project for the Grand River, Grand Riverkeeper was interested in every topic being addressed
by the Panel. We participated in the majority of topic-specific hearings conducted by the
panel.. We made presentations and asked questions on topics including fish and fish habitat
impacts; impacts from methyl mercury; sedimentation and water quality; wetlands and
terrestrial impacts; economic impacts; social and cultural impacts; reservoir preparation, flow

regimes, and decomissioning; monitoring and follow-up; and cumulative effects.

Grand Riverkeeper also participated in topic-specific hearings on need, purposes and
alternatives. The justification of the Project — or the lack thereof — is an issue of major
concern to us. For example, on March 8, 2011, during the hearing session on need, purpose

and alternatives, I made an oral presentation to the Panel on the topic of alternatives,
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accompanied by a written submission. A copy of my written submission of March 8, 2011 is

attached to my Affidavit as Exhibit J.

In addition, Grand Riverkeeper retained an expert to assist the Panel in its assessment of
need/rationale, purpose and alternatives. Through a funding grant provided by the CEA
Agency, we retained Philip Raphals to review and comment on the justification for and
alternatives to the Lower Churchill Generation Project. Mr. Raphals is the Executive Director
of the Helios Centre in Montreal, Quebec. He testified as an expert witness before the Panel
on the issue of justification of the proposed Project, and specifically on the Project’s need,
purpose and alternatives. No participant in the hearings objected to Mr, Raphal’s capacity to
provide expert evidence on the topic of justification. Mr. Raphals is submitting an affidavit in

these proceedings on behalf of Grand Riverkeeper.

Following Mr. Raphals’ testimony, the Joint Review Panel wrote to the Proponent
requesting additional information on the topic of the Project’s need, purpose and alternatives.

A copy of the Panel’s letter of March 21, 2011 is attached to my Affidavit as Exhibit K.

The Panel did not enclose, with Exhibit K, any subpoena for the requested information.
Based on my participation throughout the environmental assessment process and my review
of the CEA Registry website listing all documents in the environmental assessment, to the
best of my knowledge, the Panel never used its subpoena powers to obtain information from
the Proponent. I have never seen any subpoena issued by the Panel. Throughout the
environmental assessment process, I never heard any discussion of subpoenas, although the

lack of sufficient information from the Proponent was commented on many times,

On March 29, 2011, Grand Riverkeeper wrote a letter to the Panel in response toExhibit
K. Our letter re-emphasized the importance of a full and complete analysis of alternatives to

the Project. A copy of our letter of March 29, 2011 is attached to my Affidavit as Exhibit L.

The Panel closed its hearings on April 15, 2011. After it closed its hearings, the Panel did
not request any additional information from the Proponent. In particular, the Panel made no

requests for additional information within 30 days of the closing date. I know this to be true
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based on my participation in the environmental assessment and my review of the CEA

Registry website for the Lower Churchill Generation Project.

In its Report released in August 2011, at page 34, the Panel found that there are many
outstanding issues and that it still did not have the information required to assess alternatives

to the Project and reach conclusions on that issue.

For a grassroots, volunteer-based organization, the Joint Review Panel proceedings and
hearings were a challenging and stressful process for me and for our other volunteers. Over a
period of three and a half months, on behalf of Grand Riverkeeper, I volunteered daily on a
full-time, unpaid basis, to prepare for and participate in the hearings. There were many
documents to review and many new processes to learn, which stretched both our
organization’s financial capacity and our volunteer resources. However, because we had faith
in the independence of the Joint Review Panel, and believed that the Panel would reach
conclusions and make recommendations on all of the matters in its terms of reference, we

persevered. My colleagues and I tried to participate as best and as fully as we could.

The Government of Canada, through the Participant Funding Program administered by
the Canadian Environmental Assessment Agency (“CEA Agency”), provided us with funding
to enable our participation in the environmental assessment of the Lower Churchill
Generation Project. Grand Riverkeeper applied for and received funding to participate in this

assessment on two occasions.

On August 30, 2007, as part of the pre-hearing proceedings, we were awarded $13,000 to
review and comment on the draft Guidelines for the Environmental Impact Statement. The
CEA Agency published a news release and a report by its Participant Funding Program
Review Committee, announcing and explaining this funding decision, on August 30, 2007.
The news release is found on the CEA Agency’s website at

hitp://www.ceaa.gc.ca/050/document-eng.cfm?document=23155 and the report is found at

http://www.ceaa.gc.ca/050/document-eng.cfm?document=23157. A copy of this news release

and a copy of this report are together attached to my Affidavit as Exhibit M.
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42. As well, on September 4, 2008, the CEA Agency awarded us $64,600 to support our
participation in the CEAA assessment. This funding facilitated our efforts to engage our
members and the local community in the environmental assessment, allowed us to retain

experts, and facilitated our preparation for and involvement in the hearings.

E. Other processes outside of the Joint Review Panel’s environmental assessment

43.  1am aware that the provincial Public Utilities Board (PUB) has been mandated by the
Government of Newfoundland and Labrador to conduct a review of the proposed Lower

Churchill Generation Project.

44.  In the summer of 2011, I contacted a PUB administrator, Cheryl Blundon, to make basic
inquiries about the PUB review process. While I do not have a strong recollection of all the
details of that phone call, Ms. Blundon advised that there would be public consultations. I
expressed Grand Riverkeeper’s interest in attending any such public hearings and that I hoped
the PUB would consider having hearings in Happy Valley-Goose Bay. On September 22,
2011, I contacted Ms. Blundon again. I requested that the PUB keep Grand Riverkeeper
informed about its review process, and again expressed our interest in participating in public
consultations. However, I explained that, in order for Grand Riverkeeper members or experts
to attend any public hearings or other public event in St. John’s, Newfoundland, it would be
necessary for the PUB to provide us with funding. Ms. Blundon advised me that the PUB
would notify me of the dates and times of the public consultation phase, and the process for

interveners. She did not identify any funding program.

45.  Over the last two months, it has been widely reported by the news media that the PUB is
being rushed to expedite its review without adequate information from Nalcor Energy. In this
context, it has also been reported that the PUB has advised the Province and the media that it
will have to scale down its planned public consultation phase, and that consultations will now
be restricted to one public event in St. John’s only. I have reviewed, among numerous other
news articles, the four news articles which will be exhibited to the Affidavit of John Bennett
to be filed in this proceeding. In addition, the concern that the PUB is being rushed has been
covered by CBC radio, including on the “Radio Noon™ program on January 17, 2011.
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In the course of my inquiries to the PUB, including on the issue of funding, I was never
advised of any process whereby participants or interveners in the PUB process may obtain
funding assistance. To the best of my knowledge, based on information received directly from
the PUB and from my review of the PUB website, the PUB does not have any funding
program that could cover the costs of participants’ or experts’ travel to St. John’s,

Newfoundland.

Grand Riverkeeper does not have any funds budgeted to cover costs for me or another
volunteer to travel to St. John’s, Newfoundland, to participate in any PUB hearings held
there. Without funding assistance, I am very unlikely to be able to attend any such hearings.
Likewise, Grand Riverkeeper does not have any funds budgeted to pay for our expert, Mr.
Raphals, to travel from Montreal, Quebec, to the Province of Newfoundiand and Labrador to
participate in any PUB hearings. Nor do we have funds budgeted to pay for his preparation

time.

Along with other members of my organization, I am concerned that the Lower Churchill
Generation Project, with its significant adverse environmental effects, is not justified.
Specifically, I am concerned that there is a Iack of need for this Project, that the Project lacks

an adequate financial rationale, and that better alternatives exist.

Furthermore, I am concerned that the Joint Review Panel deferred, to other assessors, its
assessment and conclusions on the need for, rationale for and alternatives to the Project.
Grand Riverkeeper had both the right and the ability to participate in an assessment of those
factors before the Panel, an independent body. However, we do not have the ability to
participate in an assessment of those factors before the PUB (assuming that any meaningful

public consultations happen).

Finally, I and other members are very concerned about the “piecemealing” and “splitting”
of the environmental assessment of the Proponent’s hydroelectric development, which has

been split both between separate CEAA assessments and between other processes, like the
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PUB. I would like the Joint Review Panel to finish its work by assessing and making findings
on all of the relevant factors, with our participation, and by concluding, in light of all these

factors, whether there is any justification for this Project to proceed.

AFFIRMED BEFORE ME at the Town
of Happy Valley-Goose Bay in the
Province of Newfoundland and Labrador
on this day of January, 2012

L N S R e

Roberta Frampton Benefiel

Commissioner for Taking Affidavits
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Court File No. T-2060-11
FEDERAL COURT

BETWEEN:
GRAND RIVERKEEPER, LABRADOR INC,,
SIERRA CLUB OF CANADA, and
NUNATUKAVUT COMMUNITY COUNCIL INC.
APPLICANTS

ATTORNEY GENERAL OF CANADA,
MINISTER OF FISHERIES AND OCEANS,
MINISTER OF TRANSPORT,
MINISTER OF NATURAL RESOURCES, and
NALCOR ENERGY
RESPONDENTS

AFFIDAVIT OF PHILIP RAPHALS

I, PHILIP RAPHALS, Energy Analyst, of 100-326 Saint Joseph Boulevard East, in the City of
Montréal, in the Province of Québec, AFFIRM THAT:

1. Iam the Executive Director and the co-founder of the Helios Centre, an independent non-profit

enetgy policy research group based in Montréal, Québec.

2. I'was engaged as an expert by Grand Riverkeeper, Labrador Inc. (“Grand Riverkeeper™) in

January 2008. A copy of my curriculum vitae is attached to this my Affidavit as Exhibit A.

3. Twas retained to assist Grand Riverkeeper with ifs preparation for and participation in the
environmental assessment conducted by the Joint Review Panel (“the Panel”) of the proposed
Lower Churchill Generation Project. The Panel conducted its assessment jointly under the
Canadian Environmental Assessment Act (“CEAA™) and provincial legislation. The Panel’s
mandate is confirmed and further articulated in the Joint Panel Agreement and Terms of

Reference, which is appended as Appendix 2 of the Panel’s Report.
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4. In my Affidavit, I provide evidence on three topics under three separate headings. First, I provide
evidence of some key developments that provide the context for understanding the approach
ultimately taken by the Panel, in its Report, to the factors of need, rationale and alternatives. I
provide this background, contextual evidence to help the Court understand how it was that the
Panel came to defer the factors of need, rationale and alternatives to other actors or processes

extrinsic to the statutory environmental assessment under the CEAA.

5. Second, I provide evidence about two extrinsic processes, one that is ongoing and one that has
concluded. These extrinsic processes have narrow mandates to look at specific questions related
to — but not exhaustive of — the factors of need, rationale and alternatives. The ongoing process is
a review by the provincial Public Utilities Board (“PUB”) in Newfoundland and [abrador. The
concluded process, which led to a report by Navigant Consultants in September 2011, which was
initiated by Nalcor Energy (“the Proponent”), excluded any public involvement. Navigant

Consultants was retained by the Propenent to prepare this report.

6. To be clear, I only provide evidence about these extrinsic processes so as to respond to any
argument that these extrinsic processes can somehow take the place of the Panel’s assessing and
reaching conclusions on need, rationale and alternatives. I would disagree strongly with such an
argument. As I describe below, factually speaking, these two processes do not have the same
mandate, independence, public participation and/or funding support as the Panel under CEAA.
Furthermore, these processes rely on evidence and documents which, with few exceptions, has

not been put before the Panel.

7. Finally, I provide evidence about transmission projects that are closely-related to the Lower
Churchill Generation Project, and indeed that form part of the larger “Lower Churchill Project”,

but which were not assessed by the Panel as part of any cumulative effects assessment.



Factual Background to the Panel’s Approach to Need/Rationale and to Alternatives

8. I confirm here, at the outset of this section of my Affidavit, that all of the evidence in this section
regarding the background to the Panel’s decision to defer assessment of need, rationale and
alternatives to other entities is part of the record before the Panel. In particular, Exhibits B, C, D,
E-1, E-2, F-1, F-2, G, H and |, described and appended in this section of my Affidavit, are all on

the record.

9. Section 4 of the Panel’s Report addresses “Project Need and Alternatives”. Section 4.1 addresses

“Need, Purpose and Rationale”, while section 4.2 addresses “Alternatives to the Project.”

10. Section 4.1 on the Report on Need, Purpose and Alternatives concludes at pages 24-25 with the

following findings and recommendation:

Whether the Project is considered as a whole or as separate generating facilities, the Panel
finds that there are two significant outstanding questions. The first is whether the Project is
the best alternative for meeting domestic demand. This is addressed in Section 4.2,
Alternatives to the Project. The second has to do with the availability of transmission access
to deliver a significant portion of the Project’s energy to export markets, whether markets
would be available, which markets, when, and at what price could the power be sold.
Nalcor’s proposal for Muskrat Falls includes export capability of part of the output via the
planned Maritime Link. However, no certain transmission capability has been identified for
the much larger energy output of Gull Island.

The Panel concludes that, in light of the uncertainties associated with transmission for
export markets from Gull Island, Nalcor has not demonstrated the justification of the
Project as a whole in energy and economic terms.

The Panel further concludes that there are outstanding questions for each of Muskrat
Falls and Gull Island regarding their ability fo deliver the projected long-term financial
benefits to the Province, even if other sanctioning requirements were met.

RECOMMENDATION 4.1 Government confirmation of projected long-terim returns
The Panel recommends that, if the Project is approved, before making the sanction decision
for each of Muskrat Falls and Gull Island, the Government of Newfoundland and Labrador
undertake a separate and formal review of the projected cash flow of the Project component
being considered for sanctioning (either Muskrat Falls or Gull Island) to confirm whether that
component would in fact provide significant long-term financial returns to Government for
the benefit of the people of the Province. Such financial returns must be over and above
revenues required to cover operating costs, expenditures for monitoring, mitigation and
adaptive management, and financial obligations to Innu Nation. The Panel further

3



recommends that the Government of Newfoundland and Labrador base these reviews on
information on energy sales, costs and market returns that have been updated at the time of
sanction decision, and make the results of the reviews public at that time. The financial

reviews should also take into account the results of the independent alternatives assessment
recommended in Recommendation 4.2. (bolding in the original, underlining added)

11. Section 4.2 of the Report (Alternatives to the Project) concludes at page 34 with the following

findings:

Nevertheless, there are many outstanding issues and these remain despite the
considerable attention given to this subject through relevant information requests and at
the hearing, including the Panel’s March 2 Ist leiter to Nalcor, Nalcor’s response dated
April 1st . and the special hearing session on April 13th to address both. In summary,
these include: the significance of several different domestic demand projections; widely
different views regarding the potential contribution of energy conservation and demand
management to reduce overall energy demand; criticism of current efforts in this province
compared to other jurisdictions regarding conservation and demand management;
potential contributions of alternate on-Island energy sources; the significance, in energy
cost comparisons to 2067, of available Churchill Falls power in 2041 and recall power
currently available; Nalcor’s cost estimates and assumptions with respect to its no Project
thermal option; the economics of offshore gas as a potential less costly option than
burning oil at Holyrood; cash flow projection assumptions for Muskrat Falls and
implications for Provincial ratepayers and regulatory systems.

It is the Panel’s view that all of this should be addressed by commissioning an
independent analysis of alternatives. Based on what participants said, such an analysis

would provide needed credibility and would be beneficial to both Nalcor and the
Government of Newfoundland and Labrador. Further, without the independent analysis,

matters regarding the Muskrat Falls income stream, implications for ratepayers, and what
electricity rates might otherwise be, cannot be determined.

An appropriate question for the analysis to address is “What would be the best way to
meet domestic demand under the No Project option, including the possibility of a
Labrador-Island interconnection no later than 2041 to access Churchill Falls power at that
time, or earlier, based on available recall?” An independent analysis of this question
would provide alternatives that could then be compared to Muskrat Falls and Nalcor’s
primarily thermal option which was based on complete upgrading and replacement of
Holyrood.

The ‘best way® to meet domestic demand is not just the least cost. Environmental
considerations should be taken into account. For example, without the Project, could
some of the emissions from Holyrood be partially or completely displaced by on-Island
renewable energy sources?



The Panel concludes that Nalcoir’s analysis that showed Muskrat Falls to be the best
and least cost way to meet domestic demand requirements is inadequate and an
independent analysis of economic, energy and broad-based environmental
considerations of alternatives is required. (bolding in the original, underlining added)

12. Section 4.2 of the Report, at pages 34-35, makes the following recommendation;

RECOMMENDATION 4.2 Independent analysis of alternatives to meeting
domestic demand
The Panel recommends that, before governments make their decision on the Project, the

Government of Newfoundland and Labrador and Nalcor commission an independent
analysis to address the question “What would be the best way to meet domestic demand

under the ‘No Project® option, including the possibility of a Labrador-Island

interconnection no later than 2041 to access Churchill Falls power at that time, or earlier,
based on available recall?” The analysis should address the following considerations:

0 why Nalcor’s least cost alternative to meet domestic demand to 2067 does not include
Churchill Falls power which would be available in large quantities from 2041, or any
recall power in excess of Labrador’s needs prior to that date, especially since both would
be available at near zero generation cost (recognizing that there would be transmission
costs involved);

O the use of Gull Island power when and if it becomes available since it has a lower per
unit generation cost than Muskrat Falls;

O the extent to which Nalcor’s analysis looked only at current technology and systems
versus factoring in developing technology;

0 areview of Nalcor’s assumptions regarding the price of oil till 2067, since the analysis
provided was particularly sensitive to this variable;

O a review of Nalcor’s estimates of domestic demand growth (including the various
projections to 2027 in the EIS (2007, 2008, 2009 and the 0.8 percent annual growth to
2067 provided at the hearing);

0 Nalcor’s assumptions and analysis with respect to demand management programs
(compare Nalcor’s conservative targets to targets and objectives of similar programs
in other jurisdictions and consider the specific recommendations, including the use of
incentives to curtail electric base board heating, from Helios Corporation, among
others);

{0 the suggestion made by the Ielios Corporation that an 800 MW wind farm on the
Avalon Peninsula would be equivalent to Muskrat Falls in terms of supplying domestic
needs, could be constructed with a capital cost of $2.5 billion, and would have an
annual operating cost of $50 million and a levelized cost of power of 7.5 cents per
kilowatt-hour;

O whether natural gas could be a lower cost option for Holyrood than oil; and

O potential for renewable energy sources on the Island (wind, small scale hydro, tidal) to
supply a portion of Island demand. (bolding in original, underlining added)
5



13, Without the benefit of a completed assessment of need and alternatives, the Panel did not provide
a conclusion or a recommendation as to whether the proposed Lower Churchill Generation
Project is justified and in the public interest, or not. At section 17.9 of its Report, rather than
making a final recommendation, the Panel presented the following “concluding thoughts on the

final project decision™:

3

‘If the financial review and alternatives assessments recommended by the Panel were to
show that there are alternative wavs of meeting the electricity demands of the Island over

the medium term in a manner that is economically viable and environmentally and
socially responsible, the Project should likely not be permitted to proceed for
purposes of meeting Island demand. This is critical for the Muskrat Falls facility, because
meeting Island demand has been put forward as its main justification.

If the Gull Island facility were to be developed first, or a joint sanction decision were to
be made, this would be a different situation as the Gull Island facility would produce
more power at & lower unit cost and therefore would offer much greater potential for
revenue generation from the export of power. If market access for Gull Island were to be
resolved, the cost of bringing Gull Island power to market would have to be carefully
assessed by government decision makers. With this information and the projected price
of power in accessible markets, the potential of the Project to provide lower cost power to
Newfoundland and Labrador and generate revenues for the Province could then be
assessed (see Recommendation 4.1).” (bolding and underlining added)

14. T agree with the conclusion that, on the limited evidence before the Panel, the Project should
“likely” not be permitted to proceed. However, I believe that, had the Panel been able to
complete the assessments of financial need and alternatives that it concluded were necessary, it
would have been able to reach a firm and unambiguous conclusion. As I describe in the rest of
this section of my Affidavit, the Panel’s inability to reach anything more than this “contingent™
conclusion and recommendation on whether the Project is justified and should proceed resulted
from the Panel’s failure to ensure that the Proponent produced sufficiently complete information

on need and alternatives for the public hearings in March and April 2011.

15. On February 28, 2011, on behalf of Grand Riverkeeper, I submitted a written brief to the Panel
entitled “Comments on the Justification of the Proposed Lower Churchill Project.” I continue to
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16.

17.

18.

19,

20.

hold the opinions, concerns and conclusions expressed in my brief, regarding the Proponent’s
inappropriate approach to and inadequate information for demonstrating justification generally,
and to demonstrating purpose, need and alternatives more specifically. A copy of my February

28, 2011 written brief is attached to this my Affidavit as Exhibit B,

On March 7, 2011, I testified before the Panel in its public hearings in Happy Valley-Goose Bay.
I testified as an expert witness on the issue of justification, in the topic-specific hearing on need,

purpose and alternatives. As part of my oral testimony, I presented the written brief at Exhibit B.
In this oral presentation, I raised concerns with the inadequate information and data provided by

the Proponent on topics related to the Project’s justification, including on the issues of need,

purpose and alternatives.

During my presentation to the Panel, I also relied on a Powerpoint presentation. At pages 9-10,
that Powerpoint presentation addressed the issue of alternatives to the proposed Project in
somewhat greater detail than did my written brief. A copy of the Powerpoint presentation that I

presented to the Panel on March 7, 2011 is attached to this my Affidavit as Exhibit C.

On March 7, 2011, representatives of the Proponent also testified in the topic-specific hearings
on need, purpose and alternatives, and in the course of their presentation they also relied on a
Powerpoint presentation. A copy of the Proponent’s Powerpoint presentation on need, purpose

and alternatives is attached to this my Affidavit as Exhibit D.

On March 14, 2011, I wrote to the Panel concerning an undertaking I had made at the March 8

hearing, and to make suggestions as {o additional information that the Panel might request from
the Proponent with respect to the issues raised in these hearings. A copy of my letter of March

14,2011 is attached to this my Affidavit as Exhibit E-1.

One week later, the Panel wrote the Proponent to “request additional financial and other
information to allow the Panel to better understand the economic justification of the Project and
to compare electricity generation options to meet the Island demand with and without power
from Labrador.” Much of the information requested by the Panel was information that, in my
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21.

22

23.

24.

written materials and oral testimony, I had indicated was necessary but absent from the record. In
addition, the Panel concluded its letter by inviting the Proponent to comment on any of the
questions raised at the end of my letter of March 14, 2011 (Exhibit E-1). The Panel requested
that the Proponent provide the information requested by the end of March 2011, in order to
permit its review and discussion at a general hearing session in April. A copy of this letter from

the Panel, dated March 21, 2011, is attached to this my Affidavit as Exhibit E-2.

On April 1, 2011, the Proponent responded to the Panel’s Information Request by providing a
37-page document (“April 1, 2011 Written Response”). A copy of the Proponent’s April 1, 2011
Written Response is attached to my Affidavit as Exhibit F-1.

In early April 2011, the Panel added an additional hearing session to address this document
(Exhibit F-1), which it scheduled for April 13, 2011. At this hearing, the Proponent’s witnesses
presented and elaborated on their April 1, 2011 Written Response.

Having reviewed the Proponent’s April 1, 2011 Written Response and its oral presentation at the
April 13, 2011 hearing, it was my opinion that the Proponent’s information was largely non-
responsive to the Panel’s March 21, 2011 Information Request and was inadequate to support an
assessment of need/rationale and alternatives. I believed that the Panel should be informed of the
weaknesses and inadequacies of the April 1, 2011 Written Response and of the additional
information presented orally. I also believed that the Panel should be made aware of additional
information that supplemented or contradicted the information submitted by the Proponent, such

as on the existence of alternatives to the Lower Churchill Generation Project.

While I wished to make a presentation to the Panel, taking into account the new information
provided in Exhibit F-1, the Panel did not provide for this in its schedule. 1 was however
permitted to ask questions of the Proponent’s witnesses, to make comments and to submit
additional documents until 4 pm of the same day. The hearing ended at 1:20 pm. That
afternoon, Grand Riverkeeper submitted my comments on the Proponent’s new information that
purported to respond to the Panel’s March 21, 2011 Information Request. A copy of my April

13, 2011 submission is attached to this my Affidavit as Exhibit F-2.
8



23.

26.

27.

28.

At pages 1-3 of Exhibit F-2, I summarized the Panel’s March 21, 2011 Information Requests,
described the Proponent’s April 1, 2011 Written Response, and commented on its inadequacy. 1
continue to hold the same opinions, concerns and conclusions as I provided in Exhibit F-2,
However, as [ had only a few hours in which to finalize Exhibit F-2 after the Proponent’s oral

presentation on April 13, 2011, some of my analysis presented therein is necessarily preliminary.

The introductory paragraphs of Exhibit F-2 read as follows:

As I emphasized in my Initial Comments (February 28, 2011), timely access
to complete information is a prerequisite for any environmental assessment
process. In those Comments, I identified serious failings in this regard with
respect to the information provided by the Proponent, in particular with
respect to the scenario where only the Muskrat Falls project might be built.

Fortunately, the Panel recognized this failing. In its letter of March 21, 2011,
it requested significant new information from the Proponent, who responded
on April [. Unfortunately, the Proponent’s response failed to provide much
of the information requested by the Panel. In this first section, I summarize
the Panel’s questions, describe the Proponent’s written responses and
comment on their adequacy.

At pages 10-11of Exhibit F-2, I addressed my concerns with how the Proponent had ignored
wind energy altogether in its analysis of alternatives. Continuing on, at pages11-14, [ presented a
very preliminary analysis suggesting that a large wind project on the Avalon Peninsula could
display many of the benefits of the Muskrat Falls project, at a lower cost. If I had had more time,

I would have been able to present a much more thorough analysis.

On April 14, 2011, I made some closing remarks to the Panel on behalf of Grand Riverkeeper.
My remarks addressed whether there exists adequate justification for the proposed Lower
Churchill Generation Project, and the information gaps limiting the answer to that question. A

copy of the transcript of my closing remarks is attached to this my Affidavit as Exhibit G.



29. Among the issues I addressed in my remarks was my concern that the Proponent’s assertion that
there are no viable alternatives to the proposed project, in particular with respect to Conservation

and Demand Management (CDM) and wind power (Exhibit G, page 12-19), was not credible.

30. I also addressed my concern that the evidentiary record was missing:

¢ any thorough study of the options for Holyrood, given that this issue was at the heart of the
Proponent’s position on justification (Exhibit G, p.24),
¢ any analysis of an alternative scenario based on traditional cost-of-service pricing for the

Muskrat Falls power (Exhibit G, p. 29), and

e any information about transmission to from Labrador to the Island (Exhibit G, p. 30).

31. I also sought to explain that the lack of justification-related information showed that the Project’s

clearly demonstrated burdens could not be “outweighed” by its undemonstrated benefits:

The project has substantial economic costs, environmental and social
externalities, and these environmental and social externalities should be
incurred only if either the project meets a need that cannot be met at lower
economic, environment and social costs or if it produces benefits that are so
great as to outweigh these externalities, including the equity issues where the
people who receive the benefits are different from those who bear the costs.

From what I’ ve seen, neither of these is the case, There is no reliable
evidence that the needs to be met by the project, that is to say, serving island
electric needs and reducing or eliminating the use of Holyrood, cannot be
met at lower economic and environmental costs by alternate solutions
involving wind efficiency and probably a peaking plant or a transmission
line, or in the worst case, the occasional use of Holyrood.

The financial benefits are strictly the result of using the monopoly situation
to extract funds from ratepayers in excess of the actual cost of the project,
and I think economically that’s not a benefit, it’s a really awash [sic], and for
these reasons, in my view, the project should not be authorized. (Transcript,
pages 33-34)

32. Just to be clear, and to ensure that the evidence before this Court is correct, I did not say “awash”

but rather I said “a wash”.
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33.

34,

35.

36.

37.

On April 15, 2011, an e-mail was sent on behalf of the Panel advising that the public hearing had
ended that day and that “[t]herefore the record has closed and no additional information will be

considered by the Panel.” A copy of this e-mail is attached to this my Affidavit as Exhibit H.

The Panel’s position disallowing any additional information was consistent with the Public
Hearing Procedures which the Panel had earlier adopted. Paragraph 1.7.6 of the Panel’s Public
Hearing Procedures provides that “[a]t the end of the public hearings, the Panel will close the
record of the review process and no additional new information will be considered.” A copy of

the Panel’s Public Hearing Procedures is attached to this my Affidavit as Exhibit I

Thus the Panel adopted a process that precluded me from submitting more fulsome comments
responding to the Proponent’s new information presented on April 13, 2011. Had the Panel not
so clearly foreclosed the use of its powers to accept additional information after the end of the
public hearings, I would have been able to submit a thorough response to the new information.
At Appendix 2 of the Report, the Joint Panel Agreement and Terms at Reference grants the Panel
all the powers in sections 64 and 65 of the Environmental Protection Act (“EPA”) and applicable

regulations.

If given more time, I would have submitted further analysis and evidence on need and
alternatives in order to assist the Panel] in making its own assessment and conclusions on need

and alternatives, rather than deferring the assessment of these factors to others.

In addition, the Panel’s decision to defer the issues of need and alternatives to other entities
undermined the Panel’s ability to comply with its own Justification Framework. After consulting
with participants including the Proponent on draft hearing guidelines in 2010, the Panel finalized
guidelines entitled Framework for Determining Whether Significant Adverse Environmental
Effects are Justified and Whether the Project Should be Approved (“Justification Framework™).
The Panel’s Justification Framework states that at “the heatt of the decision-making framework
is the concept that ... the Project should result in net environmental, social and economic

benefits,” The Panel’s Justification Framework is located at Appendix 8 of the Panel’s Report.
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38. Despite creating this explicit Justification Framework, the Panel did not reach a conclusion or

39.

40.

41.

recommendation on whether the Lower Churchill Generation Project and its significant adverse
environmental effects are justified. As made clear from the Report’s “concluding thoughts”
excerpted above at paragraph 13 of my Affidavit, the Panel could not conclude or recommend
whether the Project was justified or should be approved due to the absence of information

allowing an assessment of need and alternatives.

Based on my years of experience participating in environmental and regulatory reviews of
proposed energy projects, it is my opinion that any appropriate, effective environmental
assessment requires the production of relevant information before that information is scheduled
to be tested, whether in hearings or otherwise. In my experience in environmental assessments of
proposed energy projects, I have never before seen a Panel permit a Proponent to so blatantly

“run out the clock™.

Assessments “extrinsic” to the Panel — the Public Utilities Board review and the Navigant

Report

The Public Utilities Board review

In anticipation that the Proponent may raise the existence of the PUB Review of Muskrat Falls as
a reason not to require the Panel to complete its assessment under CEAA, below I briefly
describe what I know of the PUB process and what | know of the PUB’s experience to date in

attempting to perform its mandate, based largely on my review of the PUB website.

Before the Panel had completed its Report, the Province of Newfoundland and Labrador
announced on June 17, 2011 that it had mandated the provincial Public Utilities Board (“PUB”)

to conduct a review of the Muskrat Falls component of the Lower Churchill Generation Project
and the Labrador-Island Link transmission line (“PUB Review of Muskrat Falls”). I located the

Province’s June 17, 2011 press release and backgrounder at

http://www,releases.gov.nl.ca/releases/2011/nr/0617n04.htm. A copy of this June 17, 2011 press
release and backgrounder is attached to this my Affidavit as Exhibit J.
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42, Exhibit J also contains within it the “Terms of Reference and Reference Question™. The

43,

44,

45,

Reference Question that the Province referred to the PUB is that “[t]he Board shall review and
report fo Government on whether the Projects represent the least-cost option for the supply of
power to Island Interconnected Customers over the period of 2011-2067, as compared to the
Isolated Island Option”. This Isolated Island Option is not defined in Exhibit J. However, it is
defined in a Schedule B of the full Terms of Reference and Reference Question, found on the
PUB website at

http:/fwww.pub.nf.ca/applications/MuskratFalls2011/files/corresp/TermsOfReference.pdf. A

copy of this document is attached to this my Affidavit as Exhibit K.

Thus the stated Reference Question for the PUB Review of Muskrat Falls is different from and
narrower than the questions and factors which the Panel concluded were necessary to assess
alternatives under CEAA (as excerpted in my Affidavit above at paragraphs 11 and 12.) The
PUB Review of Muskrat Falls looks at only one alternative scenario, the so-called Isolated Island
Scenario. Most notably, the mandate of the PUB Review of Muskrat Falls clearly does not
include comparison with other economically viable and more environmentally sustainable
alternatives, such as Conservation and Demand Management (“CDM’) and wind power, beyond

the modest levels retained by the Proponent in its Isolated Island Scenario.

Because of the narrow nafure of the mandate given to the PUB by the Province of Newfoundland
and Labrador, it is unlikely that the PUB’s ultimate report, if and when it is released, will contain
sufficient information to respond to the questions and concerns raised by the Panel regarding

alternatives.

In addition, even if the PUB’s future report does contain some information responsive to the
Panel’s recommended alternatives assessment, there is currently no process for putting the
PUB’s report back before the Panel. From my experience in environmental assessment and
regulatory review of proposed energy projects, it makes no sense to “parse out” from the Panel’s

overall assessment such a fundamental factor as alternatives. Alternatives is a key factor in any

13



46.

47.

48.

49,

justification analysis of proposed energy projects. Normally, alternatives would be weighed as

part of the overall mix of “benefits and burdens” caused by a proposed energy project.

From my review of the PUB website, it is apparent that not all of the information considered by
the PUB is available to the public. Some exhibits have been redacted before being made public.
Furthermore, some of the Proponent’s responses to requests for information have not been made
public, even in redacted form. This contrasts with the Joint Panel Review’s process where, to the
best of my knowledge, all of the information submitted to the Panel was available to all

participants and to the public, through the CEA Registry.

From my review of the PUB website and from conversations with Grand Riverkeeper, I have
been able to find no indication, to date, that any participant funding will be made available to
allow concerned parties to participate fully and effectively in the PUB process. This contrasts

with the Joint Review Panel’s process which featured a Participant Funding Program.

On January 27, 2012, I printed from the PUB website a list of the publically available exhibits in
the PUB Review of Muskrat Falls, as well as a list of the exhibits submiited in the PUB Review
of Muskrat Falls which have been abridged and/or redacted to protect confidential information. I
located these lists on the PUB website at

http://www.pub.nf.ca/applications/MuskratFalis?011/nalcordocs.htm and at

hitp://www.pub.nf.ca/applications/MuskratFalls2011/abridge.htm. To the best of my knowledge,

based on my participation in the Panel’s assessment and my review of the CEA Registry website
listing all documents submitted to the Panel during its assessment, only a few of the hundreds of
documents on this list were ever provided by the Proponent to the Panel in support of the

Proponent’s analysis comparing its preferred Muskrat Falls scenario with its alternative Isolated

Island scenario. A copy of this list is attached to this my Affidavit as Exhibit L.

Based on these facts, not only am I concerned about the artificially narrow mandate given to the
PUB, in contrast to that of the Joint Review Panel, but I am concerned that the PUB procedural

rights are less than those to which Grand Riverkeeper and other participants were entitled in the
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50.

51.

52.

53.

54.

Panel’s public hearings. Unlike the Panel, some documents considered by the PUB are kept

confidential and it does not appear that there is a participant funding program.

I am also concerned that the Proponent has tendered evidence before the PUB that it did not
make available to the Panel. I believe that the evidence and documentation provided by the
Proponent to the PUB, and the PUB’s ultimate report, would contribute to the Panel being able to

conclude its assessment of need and alternatives.

In addition, as I describe below, the PUB Review of Muskrat Falls has been deprived by the

Province of the time that the PUB says it requires to conduct public consultations.

On September 22, 2011, the PUB wrote to the Province to advise that it would require an
extension of its reporting deadline, fixed in Exhibit K at December 30, 2011, I located this letter
on the PUB website at http://www.pub.nf.ca/applications/MuskratFalls2011/files/corresp/PUB-

Letter-Minister-Sept22-11.pdf. In the letter, the PUB points out that the initial timeframe was

ambitious, and that it was already clear that it would not be able to complete the review by year
end. It did not at that time request a formal extension, stating that it was unable to provide a
realistic alternate date until it had a better idea when Nalcor would provide the information that
had been requested. A copy of the PUB’s letter of September 22, 2011 is attached to this my
Affidavit as Exhibit M.

In a letter sent on December 12, 2011, the Province responded that it was “imperative that we
receive the report by March 31, 2012”, I located this letter on the PUB website at

htip://www.pub.nf.ca/applications/MuskratFalls201 1 files/corres inister-Letter-Dec12-11.pdf.

Rather than give the PUB the time it said it needed, the Province only granted an extension to
March 31, 2012. A copy of the Province’s letter of December 12, 2011 is attached to this my
Affidavit as Exhibit N.

On December 16, 2011, the PUB again wrote to the Province and made a formal request to

extend its reporting deadline to June 30, 2012. I located a copy of this letter on the PUB website
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55.

56.

57.

at htip://www.pub.nf.cafapplications/MuskratFalls201 1 /files/corresp/PUB-Letter-Minister-

Decl6-11.pdf. The PUB sets out a more detailed tentative schedule, which contemplates the
filing of Manitoba Hydro International’s report by January 27, a Notice of Public Consultation
by January 30, 2012, and Public Consultations from April 2-13, 2012. A copy of the PUB’s letter
of December 16, 2011 is attached to this my Affidavit as Exhibit O.

Today, on January 31, 2012, I checked the PUB website. There was no indication that Manitoba
Hydro International has filed its report, and no Notice of Public Consultation has been posted, as

had previously been anticipated by the PUB on December 16, 2011.

The PUB’s letter of December 16, 2011, at Exhibit O, states in part that:

The reason this extension is necessary is Nalcor's failure to provide the required
information in a timely fashion. This review began in June but as of late November

Nalcor was still filing significant new information. Between November 10 and November
24,2011 Nalcor filed its submission as required by the Terms of Reference, a detailed
study in relation to reliability, responses to 115 requests for information and 12 additional
exhibits. ....

Given Government's desire to have this review completed in March we have reconsidered
the work that remains to be done to see if there are opportunities to make up for the time
lost as a result of the late filings by Nalcor. Unfortunately, I must advise that it is not
possible for this review to be completed any earlier than the end of June 2012, The full
and fair participation of the Consumer Advocate as well as the public hearing required by
section 5 of the Electrical Power Control Act, 1994, SNL 1994, c. E-5.1 will dictate the
schedule until late spring and it is only then that the Board can begin to write its report.
(emphasis added)

On December 23, 2011, the Province wrote a letter denying the PUB’s request. The Province’s
letter stated that “given that the Terms of Reference are confined to a review of whether Nalcor’s
proposal represents the least-cost option for the supply of power to island connected customers.
Government queries whether all the processes contemplated” by the PUB are necessary. I located
a copy of this letter on the PUB website at
http://www.pub.nf.ca/applications/MuskratFalls2011/files/corresp/Minister-Letter-Dec23-11.pdf.

A copy of this letter of December 23, 2011 is attached to this my Affidavit as Exhibit P.
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58. On January 6, 2012, the PUB wrote a reply letter. The PUB advised that while it would “work
towards™ the March 30 [sic], 2012 deadline, it has had to revise its planned activities to abridge
the process. In particular, the PUB advises that public hearings would now be limited to St.
John’s, Newfoundland, and that they may be time-limited. I located this letter on the PUB
website at hitp://www.pub.nf.ca/applications/MuskratFalls2011/files/corresp/PUB-Letter-
Minister-Jan6-12.pdf. A copy of the PUB’s letter of January 6, 2012 is attached to this my
Affidavit as Exhibit Q.

2. The Navigant Report

59. In addition to the PUB Review of Muskrat Falls, another “independent” assessment that may be

relied on to excuse the Panel’s failure to assess need or alternatives is the Navigant report.

60. On September 15, 2011, the Proponent made public a report by Navigant Consultants. The report
reviewed the Proponent’s process and choice in selecting the Muskrat Falls project with the
Labrador-Island Link as its preferred option for energy supply to Newfoundland. A copy of the
Proponent’s September 15, 2011 Press Release entitled Nalcor Energy releases independent
review of Muskrat Falls development is attached to this my Affidavit as Exhibit R. A copy of
the report by Navigant Consultants entitled Independent Supply Decision Review is attached to
this my Affidavit as Exhibit S.

61. This report is identified in Exhibit R, at page 1, as part of the Proponent’s “quality assurance™

with respect to Nalcor’s recent decision to pass the project through its “Decision Gate #2”.

62. As indicated in Exhibit S, at page 2, the Proponent retained Navigant to “review the
reasonableness of: 1) the long-term island supply options considered by Nalcor; 2) Nalcor’s
assumptions associated with island supply options; and 3} the process followed to screen and
evaluate the supply options. Navigant was then to provide an opinion on: 1) whether the

Interconnected Island alternative represents the least-cost option that also fulfills the additional
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criteria requirements of security of supply and reliability, environmental responsibility, and risk

and uncertainty; and 2) the accuracy of rate projections.”

63. While Nalcor and Navigant describe this effort as an “independent review,” it is not independent

in the same sense as a Panel review is independent. It was conducted a consultant selected by

Nalcor and was based on “assumptions, inputs and analysis undertaken by Nalcor” (Exhibit S,

page 2).

64. The mandate for the Navigant review does not respond to the Panel’s findings and

65.

66.

recommendations at Section 4.2 of its Report, replicated at paragraphs 11-12 of my Affidavit.
This mandate, which as noted in paragraph 61 above was limited to reviewing the reasonableness

of the long-term island supply options considered by Nalcor, as well as Nalcor’s assumptions

associated with island supply options and the process it followed to screen and evaluate these
options, is much narrower that the alternatives assessment which the Panel concluded was

necessary.

In carrying out this mandate, the Navigant report does not respond to most of the questions on
alternatives that the Panel identified but did not answer (as I have set out above in paragraph 12
of my Affidavit).

Furthermore, it does not incorporate environmental or social externalities and considerations into
the analysis (other than greenhouse gas pricing, in a sensitivity analysis, Exhibit S at page 59-
60). Specific limitations of the Navigant report include 1) its reliance on a 2004 Nalcor study
which found that additional wind power might lead to spilling to eliminate scenarios with higher
levels of wind penetration, without evaluating the overall economic implications of such
scenarios (pages 23-27); 2) its reliance on an outdated study to limit conservation and demand
management (“CDM?”), despite the fact that avoided costs have increased greatly (pages 34-37);
and 3) its inappropriate exclusion of certain combinations in its sensitivity analyses, such as the

combination of greater CDM and additional wind power (pages 62-63).
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67.

68.

69.

70.

71.

There was no opportunity for me, or for Grand Riverkeeper, other participants or the Panel itself,
to identify, consider, challenge or test flawed assumptions in the Navigant report. No process
allowed for that. Unlike the Panel’s environmental assessment, the Navigant report was created
by the Proponent’s consultants through an internal process closed to outside participation or

comment.

No draft of the Navigant report was ever provided to the Panel. The stated inputs for Navigant’s
review included “all necessary financial and engineering models, reports, and discussions with
management and personnel” (Exhibit S, page 15). To the best of my knowledge, no financial or

engineering models were shared with or provided to the Panel or its participanis.

Since the Navigant report was released, university economists have questioned the need for the
proposed Lower Churchill Generation Project. For example, the C.D. Howe Institute published a
study by Memorial University of Newfoundland economics professor James Feehan concluding
that it would be premature to authorize the Muskrat Falls facility without reforms to the
Province’s electricity pricing regime. A copy of Prof. Feehan’s paper entitled Newfoundland’s
Electricity Options: Making the Right Choice Requires an Efficient Pricing Regime is attached to
this my Affidavit as Exhibit T,

In the event that the Panel were reconstituted and directed or requested to assess, provide
rationales and make recommendations on the need/rationale for the Project or on alternatives to
the Project, Grand Riverkeeper has asked me and I have agreed fo provide expert analysis to the
Panel, through written and oral testimony. I would also review and, where appropriate, critique

the Proponent’s information and analysis.

The Proponent’s closely-related projects were not subject to camulative effects assessment

In addition to its proposed Lower Churchill Generation Project, the Proponent is also proposing
what it sometimes refers to as the Lower Churchill Transmission Project (or alternatively, the
Labrador-Island Transmission Link Project). The proposed Labrador-Island Transmission Link

would link the power generated from the Generation Project in Labrador to the Island of
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72.

73.

74.

75.

Newfoundland. Its transmission lines are proposed to traverse Southern Labrador, cross the

ocean by subsea cable, and continue through Newfoundland until they connect with the grid.

However, the Lower Churchill Transmission Project was not part of the environmental
assessment by the Panel. Notably, the Panel did not assess any cumulative environmental effects
of the proposed Generation Project in combination with the proposed Transmission Project.
Section 16 of the Panel’s Report, regarding cumulative effects, is completely silent on any

closely-related transmission projects like the Labrador-Island Transmission Link.

Thus, the Proponent, Nalcor Energy, is also a proponent of closely-related transmission projects,
including the Labrador-Island Transmission Link Project. I have reviewed the portion of the
Proponent’s website addressing the “Lower Churchill Project.” The “home page” for the Lower

Churchill Project is http://www.nalcorenergy.com/lower-churchill-project.asp. From there, one

can link either to a webpage on the Lower Churchill Generation Project, found at
tp://nalcorenergy.comy/generation-project.asp, or a webpage on the Lower Churchill

Transmission Project, found at http://nalcorenergy.com/transmission-project.asp. A copy of the

Proponent’s “home page” for the Lower Churchill Project, and copies of its webpages for the

Generation and Transmission Projects, are together attached to this my Affidavit as Exhibit U.

As Exhibit U states, the Lower Churchill Project “consists of two sub-projects: Generation and
Transmission”. The Lower Churchill Generation Project and the Lower Churchill Transmission
Project (which the site also refers to as the Labrador-Island Transmission Link Project) are two

components of one larger development project known as the Lower Churchill Project.

That the Generation Project and transmission projects are closely related is also reflected in the
Proponent’s Annual Report for 2010. Page 36 of Nalcor’s Annual 2010 Report gives a visual
representation mapping the Generation Project with all the related transmission projects. A copy

of excerpts of Nalcor’s Annual 2010 Report is attached to my Affidavit as Exhibit V.
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76. During the same time that the proposed Lower Churchill Generation Project was going through
its assessment, two federal departments responsible for its assessment were also aware of and
responsible for the proposed Labrador-Island Transmission Link Project. On November 26,
2009, the original “Notice of Commencement” for a separate screening-level assessment of the
proposed Labrador-Island Transmission Link Project was published on the CEA Registry. I
located it online at http://ceaa.gc.ca/050/details-eng.cfm?evaluation=51746&ForceNOC=Y. Fisheries
and Oceans Canada, Transport Canada and Environment Canada are listed as responsible
authorities. A copy of the original November 26, 2009 Notice of Commencement for the

Labrador-Island Transmission Link Project is attached to this my Affidavit as Exhibit W.

77. Exhibit W had to be amended on April 28, 2010, in response to the Supreme Court of Canada’s
decision in MiningWatch v. Canada (Minister of Fisheries and Oceans ef al). From that date,
while the proposed Labrador-Island Transmission Link Project continued to be assessed
separately from the related Generation Project, it is now subject to a comprehensive study
assessment and not just a screening assessment. I located the amended Notice of Commencement
for the Labrador-Island Transmission Link Project published on the CEA Registry at
http://ceaa.gc.ca/050/details-eng.cfm?evaluation=54751&ForceNOC=Y. A copy of the amended

April 28, 2010 Notice of Commencement is attached to this my Affidavit as Exhibit X,

78. Natural Resources Canada also acknowledges that the Lower Churchill Generation Project is not
a “stand-alone” project. A backgrounder published by Natural Resources Canada on its website,
entitled Lower Churchill Clean Energy Projects, characterizes the Generation Project as part of
the “lower Churchill River projects”. The backgrounder states that “[iln November 2010, Nalcor
Energy, Newfoundland and Labrador’s Crown-owned energy company, and Emera Incorporated
of Nova Scotia announced plans to develop the lower Churchill River projects, which consist of
a new hydroelectric generating station at Muskrat Falls and three transmission lines.” The three
transmission lines stated to form part of the lower Churchill River projects are the Labrador
Transmission Interconnection Project, the Labrador-Island Transmission Link Project, and the
Maritime Subsea Link Project. This backgrounder is published at http://www.nrcan.gc.ca/media-
room/news-release/2011/77a/1813 and a copy of it is attached to my Affidavit as Exhibit Y.
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79.

80.

81.

Finally, the Province of Newfoundland and Labrador also acknowledges, in information
published on its website, that the Muskrat Falls dam and the Labrador-Island Link projects are
related. For example, the Province’s announcement on June 17, 2011, at Exhibit J, indicates that
the PUB will review the Muskrat Falls dam and the Labrador-Island Link transmission line

together and assess them against the “Isolated [sland” development option.

In addition to the need to assess the proposed Labrador-Island Transmission Link and other
related transmission projects in a cumulative environmental effects assessment, the alleged
economic benefits of and need for the proposed Lower Churchill Generation Project cannot, in
my view, be meaningfully or fairly assessed without including the economic cost of power
transmission. By excluding the proposed transmission projects from the assessment of the
generation project, the economic costs of the generation project can appear to be much less than
what they are reasonably anticipated to be. This concern has been echoed by the media in
Newfoundland, such as in an article published in the Telegram on January 19, 2012 entitled
“Questions Linger around Muskrat”. I found an on-line copy of this article on the Telegram’s
website, at http://www.thetelesram.com/News/Local/2012-01-19/article-2868171/Questions-

linger-around-Muskrat/1. A copy of this January 19, 2012 Telegram article is attached to this my

Affidavit as Exhibit Z.

I provide this Affidavit in support of Grand Riverkeeper’s application for judicial review and for

no other or improper purpose.

SOLEMNLY AFFIRMED BEFORE )
ME at the City of Montréal, in the

)
Province of Québec, on this 31st )
day of January, 2012 )

)

Philip Raphals
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