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1. Introduction
Please state your name and provide your qualifications.

My name is Frederick William Mills.

| have a Masters Certification in Project Management from York University
through the University of Winnipeg.

Before starting my career at the Department of Indian Affairs and Northern
Development (INAC), | was a machinist at CNR and rebuilt diesel electrical

generators.

In 1977, | joined INAC as the School Maintenance Supervisor at God’s Lake
Narrows, which had diesel electrical generation at that time. |

In 1978, | became the Island Lake District Maintenance Supervisor at Garden
Hill, which also had diesel electrical generation. Due to power outages and
brown outs, | worked with Manitoba Hydro staff to reduce damage to the heating
and ventilating electrical components in the federal schools and teacherages, as
well as in the water and sewage treatment plants.

In 1980, | moved to Winnipeg and became the Maintenance Supervisor for the
federal schools in the Interlake and Eastside of Lake Winnipeg, where | dealt with
issues similar to the ones | had dealt with at Island Lake.

After the federal schools were transferred to First Nations’ care and conirol, |
worked in the Manitoba Regional office as a Project Officer. One of the many
projects | worked on was the Eastside electrification project where | worked with
an INAC electrical engineer.



In 1985, as a Capital Officer, [ helped the INAC Manitoba Region’s Engineering
and Architecture unit develop an O&M funding formula that complied with INAC’s
authorities and was fair and equitable. This funding formula is used today, with
an adjustment resulting from the 2004 diesel mediation process.

Because of the various positions | have held within INAC, | have acquired the
skills and knowledge to understand the linkages between INAC programs and to
analyze the impacts of changes in one program on other programs. As such, |
have represented INAC at various national meetings and have explained INAC
programs and funding methodologies to both National and Regional First Nation
organizations.

| have also lead or participated in the development of various INAC program
funding formulas to provide funding to First Nations, including the Operation and
Maintenance (O&M) funding formulas for departmentally funded capital assets on
reserve and the Band Base Capital Allocation (or Minor Capital Program) funding
formula.

| am currently documenting the roles and responsibilities for various sub-
programs of the Education, Social Development and Capital Facilities and
Maintenance programs, including their linkages to other INAC programs. | am
also supporting the Director of Infrastructure and Housing on the diesel electrical
file.

Because of my experience and knowledge, | appeared before the Public Utilities
Board (PUB) on September 25, 2002 to explain INAC’s O&M funding formula.

A copy of the transcript of my testimony is attached as Appendix A.

| was the INAC lead negotiator on the medlated diesel settlement, which resulted
in the Minutes of Settlement being signed i in July, 2004.



A copy of my resume is attached as Appendix B.
What is the purpose of your testimony?

I will outline INAC’s O&M policy and funding formula for electrical diesel service
and the financial repercussions of Manitoba Hydro’s proposals in its Rate
Application for the Diesel General Service Tariff and the Diesel First Nation
Education Tariff.

To do so, I will explain how INAC assists the diesel First Nations with payment of
electrical costs, outline INAC’s policy and funding formula for the O&M program
(which includes the diesel electrical component), and describe how the Manitoba
Region has adjusted the funding formula to meet the specific needs of Manitoba
First Nations, including the diesel electrical adjustments for the diesel First
Nations.

| will also discuss how the O&M funding formula currently provides the four diesel
First Nations with an additional $2,411,222.00 above what they would receive if
they were on the grid system, a 77 % increase over grid funding, and that the
financial impact of the Rate Application under INAC's funding formuia is
approximately an additional $900,000.00, or a 16% increase over current
funding. Importantly, | will explain why, if INAC were to help fund this increase,
the funding would have to be taken from other INAC national or regional
programé or initiatives.

In addition, | will show the steps INAC has taken since the 2004 Minutes of
Settlement were signed and raise several concerns with the Rate Application, the
Prospective Cost of Service Study and PUB'’s Order No. 1/10. |

Finally, | will comment on Desiderata Engineering Consulting inc.’s
recommendations for rate design.



Why is INAC interested in the Rate Application when it is not a customer?

Though not a customer of Manitoba Hydro in the diesel zone, INAC provides
funding assistance to the diesel First Nations, who, together with their members,
are the largest consumers of diesel electricity. Among other responsibilities,
INAC ensures accountability from funding recipients, through measures such as
cost containment, cost allocation, appropriate cost sharing, and alternative
approaches. Where INAC funds First Nations for diesel-related capital costs,
INAC is interested in how Manitoba Hydro is using the funding provided, and as
diesel costs rise and create increased funding pressures on First Nations, the
importance of accountability rises as well. INAC is interested in ensuring these
considerations are brought to the attention of the PUB in the context of this Rate
Application, and in ensuring that the PUB is fully and accurately informed in
regard to the INAC matters it is considering.

2.  Funding
How does INAC assist the diesel First Nations with payment of electrical
costs? '

INAC has a Capital Facilities and Maintenance program that transfers funding to
First Nations to support them in building and maintaining municipal-type services
on reserve. The capital aspect of the program transfers funding to assist with
new construction or renovations of community assets. A further aspect to the
program transfers funding to assist with ongoing operating and maintenance
costs, including electric bills, for the capital facilities. First Nations’ electric costs
are supported by INAC funding from this O&M program for community facilities
(such as schools and teacherages, water and wastewater treatment plants, band
offices, fire halls and arenas), but not for individual residences.



INAC also has a Social Development program that provides funding to First
Nations to support them in providing income assistance to individual members
living on reserve. First Nations’ income assistance programs, and the funding
provided by INAC, are comparable to the income assistance programs provided
by provinces. First Nations may provide housing and pay electric costs directly
or provide assistance to individuals for their own houses and electric bills,
consistent with INAC’s authorities and policies. The funding provided by INAC
includes support for electric bills for eligible income assistance recipients.

These programs are available to all First Nations in Canada, including the diesel
First Nations in Manitoba.

Please provide details of the O&M program.

INAC’s current policy for the O&M program for departmentally funded capital
assets on reserves is set out in the Capital Facilities and Maintenance Directive,
a copy of which is attached as Appendix C.

The Directive states that the purpose of O&M funding is to “assist First Nations
to assume management and partial financial reSponsibiIity for operating and
maintaining community infrastructure and services on reserves” (emphasis
added). The partial cost that First Nations are responsible for is similar to the
costs that would be recovered in user fee rates for similar off reserve services.

As such, First Nations are expected fo make up any difference between INAC
funding and the total O&M cost through other sources. These sources could

include:

(1) user fees for municipal-type services such as water and sewer,
garbage pick-up, and hall and arena rentals;

(2) tobacco and gas tax rebates provided by the Province of Manitoba
to the First Nations on behalf of the on-reserve status population;



(3) own source revenues where the First Nations are owners or
partners in business ventures both on and off reserve; and

(4) INAC’s Indian Moneys Program, which consists of Capital moneys,
for example, derived from the sale of surrendered lands and
Revenue moneys, for example, derived the sale of renewable
resources.

How much O&M funding is provided to each diesel First Nation each year?

INAC is not in a position to provide this information to the PUB, but rather, each
individual diesel First Nation could be asked to provide the information or provide
its consent to release of the information.

The amount provided to each First Nation is specific to the community facilities
on each reserve. Attached as Appendix D is a copy of Part D to a funding
arrangement for a diesel First Nation, which indicates that $2.3 million was
provided for the operation and maintenance of community assets, including
school facilities.

How does INAC determine how much O&M funding is to be provided to
each First Nation?

INAC uses an O&M funding formula, which includes the following four factors
from the Directive:

(1)  the size of the asset (for e.g., roads are measured in kilometers,
buildings are measured in square meters);

(2) the base unit O&M costs, including the labour, fuel, energy
(including electrical), equipment and material required to operate
and maintain facilities in Toronto, which is adjusted annually for
inflation;
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(3) the city centre index to adjust for cost variations outside of Toronto;
and
(4) the remoteness index to account for the proximity of the asset from
the nearest service centre where labour, material and services can
be obtained.
The factors are multiplied together to arrive at the Gross Funding Requirement
(GFR) as follows:

Asset size X Base Unit Cost X City Centre Index X Remoteness Index = GFR.

INAC then multiplies the GFR by a Net Funding Requirement factor (NFR),
another factor in the Directive. |t is a set percentage varying from 20% to 100%,
depending on which one of four categories (based on type and use) the asset fits
into. This number determines the INAC funding.

INAC Funding = GFR X NFR"

Under the NFR, Category 1 includes assets which benefit the community as a
whole and not a particular building. It includes fire halls and trucks, street lights,
landfilis and roads and bridges within the community. INAC funds these assets
at approximately 90% of the funding formula (i.e. NFR = .9). The balance of the
First Nation’s O&M costs for Category 1 assets is made up from other sources of
funding the First Nation has.

Category 2 includes assets which provide a service directly to a specific house or
building. It includes water and sewer service and garbage pickup. INAC funds
O&M for these assets at approximately 80% of the funding formula (i.e. NFR =
.8). INAC also expects the First Nation to collect user fees. INAC differs from
municipalities in its funding for water and sewer systems in that municipalities are
usually totally funded from user fees. Otherwise, INAC funds in a similar manner
to municipalities for the other assets and categories.
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Category 3 includes assets or buildings, other than school facilities, that are
eligible for funding under INAC’s O&M policy. it includes First Nation community
buildings such as arenas, First Nation government offices, maintenance garages,
administration offices, warehouses, daycares, arenas and community halls.

INAC funds O&M for these assets at 20% of the funding formula (i.e. NFR = .2).
The balance of O&M comes from user fees and other sources of funding the First
“Nation has.

Category 4 includes educational facilities, such as schools, teacherages and
student residences. Diesel electric bills for these assets are classified as First
Nation Education accounts. INAC funds O&M for these assets at 100% of the
funding formula (i.e. NFR = 1).

Are the First Nation Education accounts “fully funded”?

The PUB raised this inquiry fo Manitoba Hydro (PUB/MHS5), though its meaning is
unclear. If the question was whether INAC funds 100% of its O&M formula for
those accounts, the answer is yes, as set out in the prior question. If the
question was whether INAC funds 100% of the amount Manitoba Hydro charges
or bills the First Nation for electric service for those facilities, the answer is no.
INAC'’s funding is determined on the basis of the formula.

Are the diesel First Nations assured-of INAC O&M funding every year?

The INAC commitments for funding to First Nations are set out in the funding
arrangements entered into between the First Nations and the Minister of Indian
Affairs and Northern Development. When funding commitments are made, they
reflect INAC policies that are then in effect. The funding arrangements with the
diesel First Nations set out fixed budgets for each program area, and have
accountability provisions for each one.
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The funding arrangements are signed on an annual basis and the funding
commitments in them are only effective for one year.

The funding arrangement sets out the minimum program standards that the First
Nation is to meet with the funding provided by INAC, and sets out the minimum
reporting that is to be provided back to the Minister.

During the term of the funding arrangement, could the INAC funding be
stopped or interrupted?

INAC funding is usually deposited directly to the First Nations’ bank account. In
my experience, the most common interruption in the availability of the INAC
funding is where the bank account is attached by a creditor of the First Nation.

The funding arrangement provides for the responses that may be taken where
there is default. Where default takes the form of unmet reporting requirements,
the monthly funding for that particular program or programs may be held until the
outstanding reporis are provided.

A response to default is to require the First Nation to enter into a Co-
Management Agreement with a Co-Manager. Under the Co-Management
Agreement, the Co-Manager would assist the First Nation in fulfilling its
obligations under the funding arrangement and remedying the default, among
other things. For First Nations in co-management, there are generally no
changes made to the funding provided by INAC, or to the means by which it is
provided. Currently, each of the four diesel First Nations have entered into a Co-
Management Agreement. A copy of the Terms of Reference - Co-Management
is attached as Appendix E.



13

A final option, which is generally a last resort, is to appoint a Third Party Manager
to administer the INAC funding. Under this option, the Third Party Manager
enters into a Third Party Management Framework Agreement with INAC, under
which INAC forwards to the Third Party Manager the funding that would
otherwise be provided to the First Nation. There would not be any changes to
the amounts paid. The Third Party Manager then administers the funding
otherwise payable to the First Nation and the First Nation’s obligations under the
funding arrangement, in whole or in part, including the ongoing O&M expenses.
In addition, the Third Party Manager may help to develop the First Nation’s
capacity for the management of the funding arrangement. A copy of a Third
Party Management Framework Agreement is attached as Appendix F.

Is there flexibility for INAC to adjust the amount of O&M funding provided
to the diesel First Nations?

Yes. The funding arrangement includes adjustment provisions for volume or
formula changes during the year. This allows for increases, or decreases, to
O&M when, within the year, a new asset becomes available. Like all
governments, municipalities and enterprises, First Nations are otherwise
expected to manage their budgets within the year, and have the ability to utilize
surpluses in program areas in order to respbnd to particular pressures.

The INAC Manitoba Region receives an annual budget from which to administer
its funding arrangements with Manitoba First Nations, and the INAC Manitoba
Region is expected to manage its budget within the year. In order to respond to
particular pressures, the Region has some ability to reallocate program
resources, at a cost to those programs. Near the end of the fiscal year, if some
program areas are not fully expended, funding may be available for reallocation
to other programs, though this is never assured. Similarly, on a national basis,
unexpended funds in some Regions may be allocated to other Regions, though
again it is not assured.
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Has the INAC Manitoba Region adjusted O&M funding for the diesel First
Nations, as it pertains to the General Service Tariffs and First Nation
Education Tariffs?

Since 2004, INAC funding policies have provided for the Manitoba Region to
adjust the O&M funding provided to the diesel First Nations to take into account
increases to the Manitoba Hydro rates for diesel electricity. While the INAC O&M
policy is national in scope, the Directive provides that regional offices can
accommodate regional differences and the specific needs of First Nations, and
develop regional O&M funding processes to reflect the Directive’s principles and
responsibilities.

How was the adjustment determined?

The Manitoba Region uses a funding formula similar to the one set out in the
Directive, with six additional modifications, where applicable. Under the Manitoba
formula, the GFR is calculated as follows:

First, the city centre and remoteness indices are multiplied together to create a
site index.

Second, the site index is modified, where special transportation problems arise,
by multiplying the site index by a special transportation factor. This includes
situations where the road access is disrupted during breakup and freeze-up, and
where there is no road access to the airport or no airport.

Third, the site index is also modified where the First Nations use diesel elecirical
service. In these situations, the site index is adjusted with a separate electrical
multiplier to reflect the additional cost of the diesel electrical service.

In summary, the Site Index = City Centre Index X Remoteness Index, plus a
special Transportation Factor and diesel electrical multiplier, as required.
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Fourth, the base unit cost is modified to compensate for volume or usage as
required. For example, because the cost of operating and maintaining a water or
sewage treatment plant is directly related to the size of the population being
served, the base unit cost will be modified to take this into consideration.

Fifth, a modification will be made, where applicable, for a time in service factor,
which takes into account the actual time an asset is used during the year. For
example, where a school comes on stream in September, the time in service
factor cuts the funding in half.

Finally, where First Nations use diesel electrical service, additional funding has
been provided for Category 3 assets since 2004.

To summarize, the Manitoba Region’s O&M funding formula for a diesel First
Nation is caiculated as follows:

GFR = Asset Size X Time in Service X Base Unit Cost (including a volume or
usage adjustment and additional funding for Category 3 assets) X Site Index
(City Centre Index X Remoteness, plus a special Transportation Factor and
diesel electrical multiplier, as required)

INAC Funding = GFR X NFR (depending on the category)

Describe in more detail the two adjustments the Manitoba Region has made
for diesel First Nations.

First, the Manitoba Region adds separate diesel electrical multipliers to adjust the
electrical component of the site index, based on the category the asset falls
under. As a result, the funding formula provides additional funding to assist in
offsetting the additional electrical costs over what grid communities pay.

To do so, the Manitoba Region uses two different diesel electrical muttipliers.
One is for the Diesel General Service Tariff and the other is for the Diesel
Government/First Nation Education Tariff. Both electrical multipliers are created
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by dividing the Diesel Tariffs over 2,000 kWh by the appropriate Grid Tariff to
create the multiplying factors (as shown in Appendix J).

For example, the Diesel General Service Tariff multiplier is calculated using the
Grid Tariff of $0.0600 and the Diesel Tariff of $0.4127. The calculation is
$0.4127/$0.06 = 6.87.

The Diesel Government/First Nation Education Electrical Tariff multiplier is
calculated using the Grid Tariff of $0.0600 and the Diesel Tariff of $1.38363. The
calculation is $1.38363/$0.0600 = 23.05.

As a result, for the Diesel General Service Tariff, INAC uses a multiplier for First
Nations that is 6.87 times greater than the General Service grid tariff. For the
Diesel Government/First Nation Education Tariff, INAC ﬁses a multiplier in its
funding formula that is 23.05 times greater than the General Service grid tariff.

The other adjustment to the funding formula for the diesel First Nations is
intended to treat the Diesel First Nations’ Category 3 assets as if they were on

- the grid system. Effectively, this means these assets would be funded as if they
were on the grid system.

The calculation is performed as follows:

1. Calculate the GFR using the Diesel Multiplier with the asset on the diesel

system.

2. Separate the diesel electrical budget out of the diesel GFR calculation in
#1. '

3. Calculate the GFR as if the asset was on the grid system.
4. Separate the electrical budget out of the grid GFR calculation in #3.

5. Calculate the difference between the diesel electrical budget (#2) and the
grid electrical budget (#4). INAC funds 100% of the difference.
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6. Multiply the grid electrical budget (#4) by 20%, the NFR factor for
Category 3 assets. INAC also funds this.

Please provide an example of how the diesel electrical subsidy adjustment
is made for a Category 3 asset.

The following calculation for one of the diesel First Nations results in an
additional diesel electrical subsidy of $79,532.00 for an existing arena. This
example was taken from pages 5 (for the diesel caiculation) and 10 (for the grid
calculation) of a First Nation’s O&M calculation sheet, copies of which are
attached as Appendix G.

1. For an arena in a diesel community, the calculation is:

Asset size X Time in Service X Base Cost X Site Index = GFR
2,452™ X 1 X $3340 X 42  =$343,970.00
The NFR is $343,970.00 (GFR) X 20% = $68,794.00

2. The O&M funding formula also breaks out the GFR into estimated budgets
for various O&M costs, including an electrical budget. For this arena, the diesel
electrical budget determined under the formula is $90,012.00.

3. If the arena was in a grid community, the calculation would be:
Asset size X Time in Service X Base Cost X Site Index = GFR

2,452 M2 X 1 X $3340 X 3.26 =$266,990.00 (This Site
Index is lower that the Site Index in #1 because the diesel multiplier factor, which
refiects the additional cost of diesel electrical service, is removed).

4, For this arena, the grid electrical budget determined under the formula is
$13,099.00.
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The NFR is $266,990 (GFR) X 20% = $ 53,398.00 (This would be INAC’s total
funding for this asset if it was on the grid).

5. Diesel electrical budget ($90,012.00) - Grid electrical budget ($13,099.00})
= $76,913.00.

6. 20% of the grid electrical budget ($13,099.00) is $2,619.00.

Accordingly, the total additional Diesel subsidy (in addition to the adjustment to
the Site Index) is $79,532.00 ($76,913.00 + $2,619.00).

The Manitoba Region would provide the NFR of $68,794.00, plus the additional
Diesel Subsidy of $79,532.00, for a total of $148,326.00. Therefore, a Diesel
First Nation would receive $94,928.00 more than if it were a grid First Nation.

How much additional O&M funding was provided to the diesel First
Nations, as compared to the grid First Nations, to assist with the current
Diesel Tariffs as a result of these adjustments?

Currently, if the four diesel First Nations were on the grid system, they would
receive $3,116,295 O&M funding for electrical service. Because they have diesel
service, they currently receive $5,527,517, or an additional $2,411,222 for diesel
electrical service, a 77% increase over what they would receive on the grid
system.

What would be the financial impact on First Nation costs if the PUB
approves the Rate Application?

Using the O&M funding formula calculation, the increase in rates would result in
a total demand for O&M funding of approximately $6,400,000.00 for all four
diesel First Nations. This amount reflects all O&M costs, of which approximately
$3,300,000.00, or 52%, is the electrical service budget portion of the formula.
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Accordingly, an annual difference of approximately $300,000.00 over current
funding of approximately $5,500,000.00 would result.

If the diesel electrical rate was increased, would INAC adjust its funding to
ensure that the First Nations did not receive less funding for other
programs?

INAC is not in a position to provide assurance of increases to O&M funding, nor
assurance that other funding would not be decreased. In order to adjust the
O&M funding to diesel First Nations, and do so without affecting other program
'budgets of the First Nations or the INAC Manitoba Region, INAC would need to
prioritize the expenditures within the Region, and possibly nationally, to allow for
reallocation from other program areas, and such reallocations cannot be
assured.

The current approach in the INAC Manitoba Region is to prioritize funding for
education and social development programs before the Capital Facilities and
Maintenance program.

How do other regions provide the O&M funding to the First Nations?

To the best of my knowledge, four of the eight regions (B.C., Manitoba, Ontario
and Quebec), have diesel communities. The regions appear to fund diesel
electrical service differently because the Public Utilities in each region provide
diesel electrical service differently.

3. Since 2004

What arrangements has INAC made regarding the surcharges and un-
depreciated capital costs?
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As per the Minutes of Settlement, INAC has funded Manitoba Keewatinowi
Okimakanak Inc. (“MKQO"} to pay, on the First Nations' behalf, the unpaid
surcharges and 69% of the un-depreciated capital costs, plus interest, to
Manitoba Hydro.

Specifically INAC transferred to MKO the surcharge billings of $3.2 million in
December, 2004. And by April, 2008, INAC transferred to MKO the un- |
depreciated capital costs of $23,175,700.92, including the principal of
$19,871,870.00 and interest of $3,303,830.92. MKO advised INAC that the
amounts were paid to Hydro on behalf of the diesel First Nations.

What arrangements has INAC made with Manitoba Hydro and the First

Nations regarding future capital expenditures?

Arrangements were made, in the Minutes of Settlement, for future capital
expenditures to be cost-shared. The arrangements required that prior to
undertaking new major capital expenditures, Manitoba Hydro would consult with
the affected First Nation and attempt to reach a mutual understanding of the
requirement for the expenditure and to secure the funding required.

These discussions are expected to benefit both the First Nations and INAC.
Generally, INAC sees it important for First Nations to be engaged throughout the
consultation process so they acquire capital assets that provide benefits,
understand the impacts on their community, and understand their operation and
maintenance responsibilities. In the case of Manitoba Hydro’s capital assets,
while First Nations understand they are required to make a capital contribution
for the asset, they also need to be engaged to ensure that the asset does not
have negative environmental impacts and is the most cost efficient way of
providing the setrvice.
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Second, these consultations, in advance of expenditure, are necessary for First
Nations to be able to access INAC funding for a capital contribution. INAC
manages its 5 year infrastructure investment plén on a cyclical basis. Basically,
this means that the earlier in the project life that INAC receives the project
details, the better the likelihood that it can consider and accept the scope of work
‘and cost of the project within its policy parameters, and have the funding in place
prior to work being undertaken. Early discussion between Manitoba Hydro and
the First Nations would allow for timely exchange of information in order for First
Nations to access INAC funding.

In addition to the requirement for consultation in the Minutes of Settlement, the
parties agreed that Hydro could make capital expenditures before consulting if
the expenditure resulted because of failure or anticipated failure, or an
emergency. In that situation, Hydro would be obliged to provide written notice to
MKO and the affected First Nation and the parties would consult subsequently.

To the best of my knowledge, in most, if not all, cases Manitoba Hydro did not
initiate or consult on the capital items in its Rate Application, prior to filing the
Rate Application.

The parties to the Minutes of Settlement have proposed fo define major capital
expenditures to include projects where the direct and indirect costs would exceed
$100,000.00 and the project would produce future benefits. Examples of projects
that meet these requirements include the Tadoule Lake Generator upgrade at a
cost of $1.5 million and the Shamattawa Powerhouse modification at a cost of
$0.29 Million. '

As for the Tadoule Lake diesel generation upgrade, INAC and Manitoba Hydro
entered into a funding arrangement under which Manitoba Hydro’s estimated
costs were identified as $1,566,000.00 and INAC's share was estimated as
$1,216,782.00, of 78% of the total cost.
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importantly, INAC does not consider major capital expenditurés under the
Minutes of Setilement to include soil remediation projects for several reasons. In
INAC’s view, they are not expenses which provide future benefits to the Diesel
First Nations, as has been proposed for definition of the shareable major capital
costs.

Even though INAC does not consider soil remediation to be a major capital
expenditure under the Minutes of Settlement, it is currently cost sharing the $8.7
million soil Shamattawa remediation project at on a 50/50 basis with Manitoba
Hydro on a policy basis.

Does INAC have any concerns about these arrangements?

INAC is concerned about Manitoba Hydro's ability to contain capital costs within
their set budgets. For example, in response to INAC/MH 1I-6, Manitoba Hydro
provided different numbers for the Tadoule Lake Diesel Generation upgrade than
in the funding arrangement between INAC and Manitoba Hydro, as illustrated in
the chart below. The charts show that Manitoba Hydro understated INAC’s
funding by $68,874.00 in their response to IR INAC/MH 1-6. As well, the chart
shows that the overall cost exceeded the funding arrangement cost by
$624,666.00. INAC was not aware of the cost increase until the IR response was
received, and was not asked to increase its funding towards this project.

INAC Share MH Share Total Cost
Funding Arrangement 1,216,782 348,218 1,566,000
MH response to INAC/MH i-6 1,147,908 1,042,758 2,190,666
Variance 68,874 {693,540} (624,666)

Another example of Manitoba Hydro's difficulty in providing reasonably accurate
budgets is illustrated by comparing Manitoba Hydro’s Diesel Generation
Communities’ 5 Year Capital Project Forecast, dated 2009-09-11 to its July 7,
2010 letters to the diesel First Nations, copies of which are attached as Appendix
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H andl. Specifically, although the 5 year capital forecast estimates the cost of

L ac Brochet's Fire Suppression System to be $4.5 miillion, eight months later, the
letter to the First Nation estimates that the project will cost $1.4 million, a $3.1
million difference. This is only one example of the discrepancies between the 5 -
year capital forecast and the letters.

Where INAC funding would be sought for the diesel First Nations’ contributions to
major capital costs,; these concerns add to the funding pressures on INAC's 5
year Infrastructure Investment Plan, which has a limited budget. As well,
problems arise because Manitoba Hydro is only providing cost estimates. ltis
not including the information needed by the First Nations and INAC for decision-
making and policy compliance, such as providing detailed project descriptions,
justification for the project, the alternatives considered, the benefits for the
community and the impact on the diesel tariffs, if funding is not provided prior to
work being stérted.

4, Rate Application and Prospective Diesel Cost of Service Study

Does INAC have other concerns with Manitoba Hydro’s Rate Application
and the Prospective Diesel Cost of Service Study for 2009/10?

INAC has several concerns in addition to the ones | mentioned previously.

First, INAC is concerned about the proposal to move the Provincial accounts
from the Government/First Nation Education Class to the General Service Class,
even though Manitoba Hydro is funding the revenue shortfall. What this proposal
means is that grid customers will have to fund the revenue shortfall for Provincial
accounts. Any increases to grid customers’ tariffs then have negative impacts on
the diesel multipliers used to calculate INAC’s O&M funding to the diesel First
Nations. Attached as Appendix J is a copy of a Diesel Multiplier Calculation
table, which shows how increases to grid tariffs affect the diesel multiplier. As
well, moving the Provincial accounts allows the Province of Manitoba to augment
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government revenues from Manitoba Hydro’s profits while Manitoba Hydro is
spending or planning to spend billions of dollars on new generating stations and
Bi-pole IIl.

Second, INAC is of the view that the soil remediation expenditures should not be
recovered solely from the diesel customers because these customers do not
have care or control over the sites that Manitoba Hydro uses. While Manitoba
Hydro may consider these costs as a part of the business of diesel generation,
INAC believes they are not, these are easily avoidable costs. As a good
environmental steward, it would be incumbent on Manitoba Hydro to ensure that
proper procedures were in place either to prevent or clean these spills as they
happened. Given that the Shamattawa soil remediation project is estimated at
$8.7 million, this is clearly not from just one spill but successive spills over time.
To expect indemnity from consumers for remediation costs would be a
disincentive to good stewardship. Also, Manitoba Hydro’s approach to treatment
of soil remediation expenses is not consistent with Canada’s “polluter pays”
approach.

Third, INAC is concerned about the accuracy of the information that Manitoba
Hydro has provided. As an example, the Rate Application and Prospective
Diesel Cost of Service Study contain inconsistencies. For example, page 4, line
13, of the Rate Application indicates that there are approximately 740 customers
in the diesel communities. But there are 691 customers when the customers
listed in each class on page 9 are added together, and 739 customers when the
number of customers at the top of each class are added together. While these
numbers are small, this discrepancy is troubling when Manitoba Hydro refuses to
provide its base information or electronic spreadsheets to the Interveners to this
Rate Application so they can ensure that the facts presented are accurate.

Finally, INAC is concerned about Manitoba Hydro’s recommendation that the
PUB approve its Rate Application subject to the following assurance that the
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PUB sought in Order 1/10 at page 15: All Parties would best immediately
demonstrate that First Nations will be adequately funded for essential services,
and that First Nations, with the assistance of INAC, are addressing their financial
obligations for such essential services.” Attached as Appendix K is a copy of
Manitoba Hydro’s June 7, 2010 letter, in which it sought this assurance.

In response to INAC/MH 1-2, Manitoba Hydro advised that its view was that
“adequately funded” meant that funding would be increased sufficiently to allow
the diesel First Nations to pay for electricity service without having to reduce
funding of their other obligations. However, if the assurance cannot be provided,
it is not clear what rate proposal is at issue.

5. Public Utilities Board Order No. 1/10 (January 5, 2010)
Do you have any concerns with PUB’s Order No. 1/10?

The Order appears to be based on several misunderstandings regarding INAC.
For ease of reference, | have set out INAC'’s positions chronologically under the
headings used in the Order on issues | have not already addressed.

1. Background

The Order appears to confuse First Nations with the broader concept of
“communities” when it states that four First Nation “communities” are not
connected to the grid. In fact, the communities that receive electricity from locally
generated diesel generation would include any neighbouring non-reserve areas
for each of the four First Nations.

While the analysis notes that Diesel Zone customers are cross subsidized by
grid-connected customers, it overlooks the reality that the costs for grid-
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connected customers are also subsidized by other revenues, such as export
revenues.

2. Rate Issues and the “Tentative Settlement Agreement”
a. Pre 2004 Accumulated Deficit: $16.9 M.

While the Order correctly states that Net Exports Revenues were {o be used to
retire this deficit, it does not mention that Manitoba Hydro agreed to retire this
deficit by May 1, 2014.

¢. Un-depreciated Capital Costs: $28.8 million

Again, as in the Background section, the Order confuses First Nations with the
broader concept of Diesel Zone communities by stating that the four Diesel Zone
communities paid 69% of the un-depreciated capital costs through INAC-source
funding. In reality, only the First Nations contributed to these costs.

The Order notes that Manitoba Hydro bore 21% of the un-depreciated capital
costs and cites this as an example of the expense being transferred to the grid-
connected customers. This may be so, but it overlooks the issue of the
corresponding provincial responsibility for the expense. Although the 21% was
the province’s share, Manitoba Hydro is bearing the cost.

2. Post 2004 Deficits on Operations: $ 20.0 million
It is interesting to note that, because the province did not pay its 21% share of

the un-depreciated Capital costs, Manitoba Hydro has added $6.8 million to the
post 2004 deficit on operations.
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4, Post 2004 Capital Cost Deficit: $7.4 million

The Order says the “responsible parties” have committed to repay the capital
expenditures and the time it is taking for making the payments is “inexcusable”.
Clarification is required because the “responsible parties” are not identified nor is
the nature of the delay. It seems to suggest that INAC did not pay and does not
appear to recognize that INAC is not a customer. In fact, INAC forwarded the
funding ahead of schedule and paid interest.

5. Rates
b. Government Rate

The Order notes the number of Federal Government accounts and includes First
Nations accounts in the fotal. However, since 2004 and as a result of mediation
efforts, First Nations accounts have not been characterized as “federal
government” accounts in the rate structure. Although First Nation Education
accounts are set at the same rate as the “government” class, they need 1o be
distinguished from accounts that are truly federal government accounts, such as
those for the RCMP and Health Canada, where the federal government is the
consumer and the account is in its name.

6. Board Findings
b. Financial Overview — 2005 - 2010
The Order notes that there was a reluctance to act in advance of increased INAC
funding to assist the First Nations in paying the increased rates. INAC does not

recall Hydro requesting such assurance. In fact, since 2004, INAC has advised
Hydro to the contrary, that is, that no assurance can be given.
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8. MHEB Decisions & Reasons, January 2010

Government Rate only increased

As with Manitoba Hydro’s Rate Application, the Order does not accurately
represent INAC’s funding of First Nations. As mentioned previously, INAC does
not fully fund First Nations Education Accounts nor will an increase in diesel rates
for “federal government accounts” necessarily mean that INAC will adjust its
funding “to ensure that The First Nation Education accounts will be paid in full
without First Nations having to reduce other expenditures that are also funded by
INAC".

9. Funding by INAC

The PUB expressed a need for a more in-depth understanding of INAC’s present
and future funding levels to First Nation in the Diesel Zone. After accurately
summarizing INAC’s position on several funding issues with First Nations, the
Order then raises several misconceptions about INAC funding.

To start, the Order accurately summarizes INAC’s position that it is neither a user
of diesel-generated electricity nor Manitoba Hydro’s customer, and that it is “a”
and not “the only” funder of First Nations. It also accurately summarizes INAC'’s
position that it is a Federal entity that operates under Federal legislation and that
the Board, as a provincial entity, does not have jurisdiction over it.

However, the Order then sets out the PUB’ s position that it is in the public
interest that First Nation Education accounts are “fully funded”. | have already
addressed this issue.



29

INAC is also concerned with the PUB’s mistaken assumption that INAC funds
First Nations Residential accounts. It does not, except to the extent that INAC
provides funding for Income Assistance.

Similarly, as | mentioned previously when outlining INAC’s concerns with the
Rate Application, INAC is concerned about the factual basis for PUB’s
understanding of INAC'’s funding when the PUB requests that:
(1)  all parties (including INAC) show that First Nations will be
adequately funded for essential services; and
(2)  First Nations, with INAC'’s assistance, show they are addressing-
their financial obligations for such essential services.

Does the PUB have jurisdiction to make Orders against INAC?

The PUB does not have jurisdiction to make Orders against INAC. As noted in
Order No. 1/10, INAC has advised that the PUB, as a provincial entity, does not
have jurisdiction over a federal entity, such as INAC, that operates under Federal
leqislation.

As such, the PUB does not have jurisdiction to order INAC to “fully fund” First
Nation Education accounts, even if the PUB believes it would be in the public
interest to do so. Nor does it have jurisdiction to order INAC to ensure that
incremental funding will be provided sufficient to cover the proposed increases
without detriment to the level of funding provided to the First Nations for all other
purposes.

In addition, INAC is neither a user of diesel-generated electricity nor Ménitoba

Hydro’s customer. 1t is also not the only funder of First Nations. For example,

the federal Department of Health provides funding to First Nations 1o assist the
First Nations with their health centres and nursing stations.
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6. Desiderata Energy Consulting Inc.

- What is INAC’s view of the recommendations in the report by Desiderata
Energy Consulting Inc.?

INAC considers the six recommendations to be valid.

INAC agrees with recommendation #4 that a comprehensive review of the 2004
forecast of net export revenues and the allocation of Net Export Revenues to the
diesel zone rate class should be undertaken and filed with the PUB.

As stated in Desiderata’s report, this deficit was to be paid by an allocation of net
export revenues over a ten year period, concluding in May 1, 2014. At that time,
Manitoba Hydro was to direct the net export revenues to the Diesel class,
thereby reducing the revenue requirements by the amount of the net export

revenues.

The proposed diesel rate design in recommendation #5, which recommends
progressive energy charges to encourage the implementation of energy
management programs, is expected to have minimal impact on the First Nations
because it will shift some of the recovery of the overall revenue shortfall from the
Government/First Nation Education class to the Residential class. Essentially,
some of the revenue requirements will be shifted back to where they are created.

Because INAC provides funding to the First Nations for some of the residential
electrical cost under the EIA program and some of the First Nation Education
electrical cost under INAC's O&M program, the funding would shift from INAC’s
O&M program to its EIA program. As a result, the actual financial impact is
expected to be minimal.
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This rate design should encourage residents to become more energy conscious
and consume less power. It would also reduce the overall amount of power that
will need to be generated and reduce the variable costs.

7. Closing remarks
Do you have any final comments?

In considering the Rate Application and making a decision on diesel electricity
rates, | hope the PUB has a full understanding of how, and the extent to which,
INAC provides funding assistance to diesel First Nations. INAC is not a blank
cheque for diesel-related costs. Through INAC's expert, Desiderata, INAC has
provided the PUB with information and alternatives for consideration. As they
indicated, "Manitoba Hydro's proposed overall 23% rate increase suggests a
dramatic rate design shift is required". While Manitoba Hydro proposes, in this
Rate Application, to deal with escalating diesel costs through escalating rates
and INAC funding support, we believe escalating costs also suggest the need for
a dramatic shift in Manitoba Hydro's communications with its First Nation
customers in the diesel zone, accountability, and management of escalating
costs.
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1 «-- Upon commencing at 9:07 &.m.

Fred Mille, Manager of Program, Planning and Allocation,
7 Funding Services Director of Indian and Rorthern Affairs

8 Canada, Manitolha Region.

10 the introductions and proceed in a manner that would normally

1 follow in the cross-examination of a witness

23 notice on parties that the Board will sit thia morning until
14  9:45 and then we will stand down for approximately half at
15 hour ~- or slightly in excess of half an hoir.

16 be our morming break.

18 cextainly Mr. Anderson to be aware of it that at 9:45 this

13 morning we will stand down at that time.

21 Milla has brought along someone to agsist him, if he vequires
22  any assistance, in the namg of Mr. Craig Henderson and Mr.
23 Henderson ip Mr. Mill*s Counpgel and is a member of Federal

24 Justice.

Pige 4344

THE CHATHMAN: Ladies and gentlemen, if I may,
'd like to call the Hearing to oxder.
As part of this process, M¥XG subpoesnaed Mx.

Thia morning, I'll ¢all om Mr. Andefson to make

Prior to doimg 8¢, however, I want to serve

And that will

So I want parties to be aware of it and

Also, with us today, just for the record, Mr.

With those brief comments for the record, Ifll

25
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1 THE CHAIRMAN: Let the record show that Mr.
2 Frederich William Milla has been Sworn.
3 Mr, Anderson, you €an proceed,
4 MR. MICHAEL ENDERSCH: Thank you, Mr. Chair.
5
6 EXAMINATION-IN-CHIEF BY MR. MICHAEL ANDEHSON:
7 MR. MICHAEL ANDERSON: Mr. Milly, would you
8 Pleass describe your current respensibilities with the
5 Department of Indian Affairs, Manitoba region?
1o MR. FREDERICH MYLLS: As Manager of program
11 planning and zllocation, I'm responsible for allecating
12 resources to Pirst Nationa, im various program areas. But,
13 there are five {5) or four {4} main areas, one being a social
14 area which has peveral areas, one being education, which has
15 several programe, capital area, Che operation and maintenance
16 of facilities area and Indian Goverpment Services, such as
17 provigion of dollars for Firat Nationsa to operate and maintain
18  anp adminigtration office and staff and that kind of stuff.
13 ME. MICHAE], ANDERSON: Thank you, Mr. Mills.
20  Previcus to your current position -- how long have you been in
21 this position with the Department?
22 MR. FREDERICH MILLE: I've been in this
23 position for four (4} years, be;zn with the Department of
24 Indian Affairs for twenty-five (25).
25 MR. MICHAFL ANDERSGN: And previously to your

120
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1 call on Mr. Anderson, representing MKG-

2 Mr. Anderson?

MR. MICHAEL ANDERSON: Good morndng, Mr. Chair,

4 Members of the Beard, Counsel Manitoba Hydro.
5 I'd like to begin by letting Mr. ¥ilis --

6 you‘ve introduced him already. Hie asgaciate I'd like him to

7 introduce himeelf, Efor the record, please.
g MR. CRAYG HENDERSON: Department of Justice,
2  Winnipeg Regional Office, represanting the Department of

10  Indien Affaire.
1L MR. MICHABL RANDERSON: Thank you Mr. Henderson.

12 MR. CRATG HENDERSON: Craig Henderson, I'm with

13 the Federal Department of Justice, Winnipeg Reglonal office.
14 And I'm Counsel for the Department of Indian Affaira,
15 repregenting Mr. Mills this morning.

16 MR. MICHAEL ANDERSON: Thank you, Mr,

i7 Henderson.

18 MR. MYICHAEL ANDERSCN: Mr. Mills. would you

19 provide a description please --'

THE CHAIRMAN: Mr. Anderson, do you wish to

21  have Mr. Mills sworn?

22 MR. MICHAEL ANDERSON: Yes, please Mr. Chaix,

23 thank you.

YighTran foc,
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i current respongibilities, My, Mills, what were you -- what
were your respongibilities and duties with the Department?
I have beon

2
3 MR. FREDERICH WILLIAM MILLS:
4 involved in the operation and maintenance program for about
fiftesn (15} years and was involved extensively in the capital
8 program for about seven {7} or eight {8) years.

7 MR. MICHAEE. ANPERSOM: And ag part of your

8 responsibilities, both current and previously, that would

9  involve the determipation of any contributions the department
10 might make, for example, for -- related to electricity
i1 expenges in the four {4} diesal communities?
12 MR. FREDERICK MILLS: In my capacity, I've
13 been ipvolved in the establishwent of Q&M budgets for Fixst
14 Nations, which include an slectrical facter.

18 MR. MICHAEL ANDERSON: Thank you, Mx, Mills,
16 and we'll be going through that process in my questions,
Firstly, just provide gome way of background,

17
18 Mr. Mills, I'd like your assistance in providing some context
19 in respect of the Firat Hations that are involved, thenselves,

20 the four (4) diesel cowmunities, the Saysis Dene Pirst Nation,

21 the Barrenlands First Nation, the Shamattawa Fil_‘st Nation and

22 the Northlands First Hation.

23 These are, of course, the four (4) communities

24 curtently being seived by diesel electric servicea?

25 MR. FREDERICK MILLS: Yea.

Bigi-Tran Ine. Copyright Prowacted
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1 verification.
2 MR. MICHAEL ANDERSON: And, in terms of
3 persons on reserve, that womld -- there would aiso be,
4 although I don't have the mubkersa, do you have any idea of the
5 cther nunbers, in texrms of teachers, nurees, individuals who
[ might be providing services, such as in the northern store, et
7 getera, for these communities?
8 MR. FREDERICR MILLS: No, I.do not. We do not
9 capture that data, if they're not Treaty peaple.
io MR. MICHAEL ANDERSON: All right, thank you.
11 But in the context of our discussions of the diesel First
12 Nation comuunity, we are dealing with a total on reserve
13 population of two thousand four hundred and fifty-five (2,455)

14 First Natilons persons, subject to check?

15 MR. FREDERICK MILLS: Subject to check.
e MR. MLICHAEL ANDBRSOQN: Thank you.
17 MR. ROBERT MAYER: Mr, Anderson? You think

18 for the benefit of some of the people in the room who don't
13 recognise the Pirst Nations, but have been used to talking to
z0 the communities, you could identify which First Nation ia in
21 . which community?

22 MR. MICHAEL ANDERSCN: I'd be pleassd to do
23 that, thank you. The -- and astually there ig a -« a

24 correction that I needed to make. I believe that at -- I

25 Tepeated Saysis Dene Pirst Ration in my numbers, the second

Page 6348
1 MR. MECHAEL ANDERSON: And in terms of uging
2  Indian and Northern Affairg information from comsmunity
3 profiles, would you confirm, of .course, suhject to check, that
4 the on reserve population of the Saysis Dene Pirst Nation is
§  three hundzed and twenty-three (323) persons?
[ MR. FREDERICK MILLS: Yes, subhject to my
7 verification.
8 ¥MR. MICHAEL ANDZRSON: And the Barrenlandsa
-] Firat Hacion 1sl four hundred a‘.nd fifty-eight {(458) persons on
1w reserve?
11 MR. PREDERICK MILLS: Yes, subject to my
12  werificatien.
i3 MR. MICHAEL ANDRRSON: The Saysis Dene First
14 Nation 18 sine hundred and sixty-twe (962} pexsens on reserve?
15 MR. FREDERICK MILLS: Yes, subject to my
16 verification.
17 MR. MICHAEL ANDRRSON: And the Northlands
18 First Nation, seven hundred and twelve (712) persons on
139 regerve?
20 MR. FREDERICK MILLS: Yes, subject to my
21 verification.
22 MR. MICHAEL ANDERSON: Por a total of two
23 thousand four hundred and fifty-five (2,455} on regerve
24 residents?
25 MR, FREDERICK MILLS; Yes, subject to my
DigHTrm fne. Copyright Protectsd 1-800-663-4915
M‘éSP
1 reference was to Shamattawa First Ration, at nine hundred and
2 aixty-two {962} persons. It has the largest on reserve
3 population of those four (€3
4 The Saysls Dene First Nation is located at
5 Tadoule Lake, Manitcba. The Baﬁmlmda First Nation is
6 located at Brochet, Manitoba, the north-east cormer of
7?7  Reindeer. -Lake. The Shamattawa First Mation is -- the
8 Sharcattawa Firgt mm, is known, also, by itg community
] name, which is in the Hayse River section on the Gods River.
10 And the Northlands First Nation is on Lac Brochet, which is
p&l north of Brochet, on a lake that is part of the Cochrane River
i2 sygtem. And the Cochrane River draing into the north-east
13 corner of Relndeer Lake, just at Brechetb.
14 Is that of assistance?
i5 MR. ROBERT MAYER: Thank you.
16 MR. MICHAEL ANDERSON: ¥ou're very welcome.
37 I appreciate the clarification b , in my capacity with
18  MKO, I think of the cormunity in koth contexts, but certainly
19 in its context as a First Nation, and with its community namne,
20 secondly.
21 Now, just to also get some immediate context,
22 as we go through the -- the detail, and, by the way, Mr.
23 Chair, of course, we circulated in that line of direct
25 examination by MKO to all parties some time zgo, May 22nd,
25 2002.
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3 i And I propose to be following the outline of

2  that direct examinatien, One additional ayea of exam that I
3 would like to propose is the -- in respact of the agreements
4  that wers file by Manitoba Hydro at the end of the day,

5 yesterday. Juat some brisf comments on that.

1]
7 CONTINGED BY MR. MICEAEL ANDERSON:
8 MR. MICHREL ANDERSON: To set the -- the

9 context very clearly and succinctiy, does the Department of
10  Indign and Northern Affalrs Canada, provide flow through or
11 matching funding on the basin of electrie billa receivec% by
1z each of these communities?

13 MR. FREDERICH WILLIAM MILIS: No, we provide an
14 Q&M formula funded budget which takes into account the

15 electrical charges, but, is not an actual dollar for dollar.
16 The First Natlons have mome flexibility within
17 their own O&M budget to allocate resources to various parts of
18‘ the 04M budgetk.

19 } M. MICHAEL ANDERSON: Is the Department of
20 -Indian and Northern Affaira Canada a Manitoba Hydro customer

21 in any of these communities?

22 MR. FREDERICH MILLS: No, we're not. He haven't

23 been a customerx since the very early 30's.

24 MR. MICHAEL ANDERSON: Does the Depaxtment of

25 Indian ard Northern Affaire Canada routinely receive ¢opies of

 Digs-Tran Inc. Copyright Protettot
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1 indices to move that wost up to Saysis Dene or any of the

2 ather commnities in Manitoba, which includes an ¢lectrical

3 portion.

4 And then on top of it, because they're diesazl

5 generated communities, we add an additional factor into those
6 diegel generated communitied, because of the base cost is

7 pased ca land line electricity. And cur current rate now ig

8 fifteen point four (15.4) times the average kilowatt hour --

g cents per hour on land line.

10 MR. MICRAEL ANDERSON: ‘hank you Mr, Mills.

So, if I might summarize the process from what
12 I understand the procegs to be, the Department uses a séries
13 of assumptions forx specific types of facilities or aspets and
14 that the assumptions that are ~-

is MS. PATRICTIA RAMAGE: Excuse me, Mr. Chair, I'm
16 just concerned who le giving the evidence here.

17 THE CHAIRMAN: Thank you. #r. Anderscn, you
18 should be& posing questions te your witness, wWe give you a fair
19  bit of lititude im 5o far 28 your structural Part of your

20 question, but, I think it's important for thise record__to

21 ensure that we get the witnesses answers and pot your

22 position.

23 MR, MICHAKL RMDERSON: Thank you Hr. Chair. To

24 some extent my question again is in effect related to our

25 unfamiliarity with the process, 8¢ I*1l ask the questions and
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1 the bills that are forwarded to Pirst Nation customers in
2 these four {4) communitles.
3 MR. FREDERICH MILLS: No, we do not.
L MR. HICHAEL, RNDERSCN: Doep the Department of
5 Indian and Northern Affairs, receive any detalled information
& regarding all of the Firet Nation paid agcounts ip any of
7 these communities?
8 ¥R, FREDERICH MILLS: No, we do not normally
s receive that information.
10 ME. MICHAEL ANMDERSON: And, thereforea, the
it electrical contrihutions to these communitiés are not based on
12 kills or billing informution, they're based on a formula
13 procest that is based on Departmental poliey?
is MR, FREDERICH MILLS: Thatt's right. The
1S  formula is -~ the formula takes into account, obvicusly the
16 gize of the farllity and time and gervice that the facility
17 hag been thare, like on & y#arly basis and the base unit cost,
18 which is derived from actual billings or actual costs captured
19 by a consulting firm across Canada.
20 And they use thogse numbers and break it back
21 down to a Toronto baee cost and in the case of as
22 administration building, that's around Fifty dollars ($50) a
23 gguare metre in '.ruvronr.o, is what it would cost to operats that
24 building.
25 ) Then we use, what we call gscgraphic zite
Digi-Taia Inc. Copyright Protected 1-800-6634915
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1 have Mr, Wills explain it.
2
3 CONTINUED BY MR. MICHAEL ANDERSON:
4 MR. MICHAEL ANDERSON: Mr. Mills, taking for
5  ‘example, a recreational facility or an arena, can you please
€  explain how Indian Affairs determines any contribution it
7 wight make toward the electric cost of that Laciliuy?
4 MR, FREDERICH WILLTAM MILLS: Using the same
1] formula that I previously outlined, INAC funds arenas which
10 are classified as a category three {3} within cur -- under our
11 policy.
12 ) We Tun the formulas to provide a 100 percent
i3 -~ to aee what the formula would generate at. 100 percent,
4 but, Indian Affairs actually only funds 20 percent of that
16 cost. S0, a3 an example, if the formula generated a cost for
16 an arena of a bundred thouesand dellars ($100,000}, Indian
ir Affairg would provide the First Nation, twenty thousand
is (20,000} toward that cost of that facility.
19 The First Nation would have to make up the
20 balance through whatever sourdes -- other sources of funding
21 that they may have.
22 MR, MICHAEL ANDERSON: All right, tkank you,
23 Mr. Mills., I'd like to go through the categories in a minute,
24 But also to be ¢lear, when you say 100 percent of the cost,
25 what you mean is one (i) -- do you mean 100 percent of the
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1 caoat value generated by the formula?

2 MR, PREDERICK MILLS: Yes, it's a formula

3 driven budget.

4 MR. MICHAEL ANDERSON: And not by -
s MR. FREDERICK MILLS: it‘s not actual --
8 MR. MICHAEL ANDERSON: -- billing

7 information?
8 MR, FREDERICK MILLS: It's not actual costa.

& MR, MICHAFL ANDERSON: Al) right. Thank you.

19 Mr. Wiems described, in my crods-examination on Monday, a
11 series of percentages that were applied by the department in
12 funding various agsets. You've mentioned category 3.

13 So that the record is complete, could we start,

14 bagically, -at the top and explain the various asset categories
15  and the manner in which the department provides electrical

16 contxibutions, or ¢ontributions of any type, toward them,

17 please?

18 ME. FREDBRICK MILLS:

categories of assets for which the department provides funding

There are four {4}

19
20 for. The first three are what we claasify as commnity
21 facilities and the last one is what we classify as educational

22 facilities.

23 And all the contributions that we provide are

24 based on cur foxmula, they're not based on actual billings

25 received by the First Nation,

Copyright Pratected
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1 any actual costs for electricity and respective bhills?

2 MR. FPREDERICK MITLLS: That's right. It's 100
3 perceat of the formula derived budget.
4 MR, MICHAEL, ANDERSON-: AL} right. And I had
5 begun A question that was providing information, and Manitoba
€ Hydro had, quite rightly, had xequested that I ask you the
ki questions.
L] _ When the forwula is being operated, what
L] elements compriss the -- the factors that are uged to
10 calculate these numbers? These values for electrical coste?
11 How do you arrive at the Formula driven electrical
1z contributiona?
13 MR. FREDERICK MILLS: Aa stated previously,
14 the formula is based on, obwiously, the size of the fasility,
1% in other words, how many square metres, if wa’re talking
16 buildings, or reoads, how many kilometyeg. The time and
17 zervice over the last year. base cost and a site index
18 which -~ a geographical site index which, as we all know, it
19 costs more to de hugineps in communities that are further away
20 from -- Erom majer Service centres.
21 ‘That provides the total formula budget. »And
22 then owr categories kick in and we provide percentages of that
23 formula budget. Within cthe base cost, things are included,
24 such as, on the operation side, there ie labour, for the

25 operatiocn of the facility, there is electrical, is part of the

. Digh-Tran Inc.
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1 In category 1, which are agsets which benefit
2 the community as a whole, which are like a fire hall, the road
K} system, a landfill site, street lights, you can't say a
4 specific house is benefitting from that asset, hut generally,
5 the cowmunity benefits from that asset. Those, we fund at --
6  at approximately %0 percent of the foxmula budget.
7 Category 2 items are items which provide a
a8 sexrvice directly to a specific resident or building, such as
9  water and sewer and garbage pickup. We generate a formula and
14 -- and cn average, we fund approximately 80 percent of that.
11  The balance of that is to be made up Ut of user fees that
12 they would pay for water, gewer and garbage.
13 Category 3 items, which are classified as
14 community bulldings, which include Band arenas, warehouses,
15 Band offices, heated warshouses, txuck garages, that kind of
16  stuff, geperal truck garages, that kind of stuff, that pirst
17 Nations have, we fund 20 percent of the Eormula budget.
18 And on the last category, which is educational
is facilities, the budget .:I.s generated by the formula and we
20 provide 100 percent of that, to the First Na'tiana.
22 MR. MICHAEL ANDERSON: Thank you, Mr, Mills.
22 And without repéating the point too many times, I hope, but
23 just f.o:: it's clear for the record, when you say, 100 percent
24 for educational facilities, cnce again, you mean, 100 percent
j{ 25  ©of the amount generated by the formula, and not 100 percent of
Digi~Tran Inc. Copyright Protected IMNS
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1 cost, heat is another part, materials and equipment on the
2 operation side.
3 And then on the maintenance side of things,
4 again, it's )labour and materials and egquipment are ail
s inclusgive, inciuding utility bills and all that sort of mtuff,
3 are included.
7 MR. MICHAEL ANDERSON: And getting aside for a
8 moment the -- the geographic site indices, and the specific
9 sgite index. are these values for labour and o forth, based on
10 & geries of assunptions that are uniformly applied in all
11 Einal calculations across Camada to all Firsr Nationa?
iz MR. FREDERICK MILLS: ¥ can't answer that. I
13 know in Manitoba they're uniformly applied, but then the
4 Manitoba Region, I'm not fully aware how other regicnes in INaC
is apply the formulas.
16 MR. MICHAEL ANDERSON: The question -- or I
17  should perhapa rephrase, are the -- is t!jwze & foundation of
A8 assumptions produced by Indian and Northern Affairs Canada at
13 Headquarters Division, that is circtlated to Regions for their
20 use for this purpose?
21 MR. FREDERYCK MILLS: HWe use a Band cost
22 reference manual that's developed for the use of Band
23 employeea $0 dgetlerate varicus formulas for O&M, Operating and
24 Maintenance Casts.
25 MR. MICHAEL ANDERSQN: And the cost reference
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1 wamual includes valuves that are then plugged into the model

o2 for vario --
That's right.

a MR. FREDRRICK MILLS:
4 MR. MICHAEL ANDERSON: -- sub-components?
5 MR. FREDERICK MILLS: Yes.

3 MR. MICHART, ANDERSON: And in texrms of the

7 revisions to these assumptions how is ~- how ~- lg that -- is

8 that done, and how freduently is that done?
9 MR. FREDBRICK MILLS: In terms of the

190 agpumptions, I don't believe that the assumptione are reviawed
11 on a -- on an annual or an ongoing basis. It's only when we
12 find that there's a subgtantial variance that we would review
13 that. And weé would have vo take tlat forward to -- if

14 Manitoba found something that was -- seemed out of wack with
15 the -- with the assumptions, we would have to take that

16 forward to Headquarters for their re.nr:‘.eu and «- and input into
1% having a National policy c¢hange on that assumption.

18 MR. MICHMEBL ANDERSON: So in order to change
19 base assumptions for formula operations to calculate Q&M

20  contributiens in Manftoba, it would have to be approved by

21 Indian and Northern Afﬁ‘airs Canada at the Headquartsrs level?
22 MR. FREDERICK MILLS: Yes.

23 MR. MICHAEL ANDERSON: And can you describe
24 any changea that have taken place since 1990, and I just pick

25 this date because it's convenlent for the question, not
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necessarily for any other reference, although it doea-have h
reference to the addition of enhanced diesel services.

But can you devise any changes in the manmer in
vhich Headquarterxe, Indian and Morthern Affairs Canada
Headquartere provides OfM contribution dollars to Manitoba
Reglong since 19807

MR, FREDERICK MILLS: In 1850 we --
Headquarters provided -- actually Treasury Board provided to
Headquarters and subsequent -- subseguent to Manitoba Regioan.
Funding was based on a database, information that we collected
from the Firet Nationg, compiled and forwarded it on through
and -- and caleulate it out to gemerate a number.

In about 1995/9%6, in that range, Treasury Board
changed their methodology of funding wost Govermment
departments to one of a block, and it was based on historical
data that was given on the previous few years. Treasury Board
would -- had -- eurrently now provides a block of money to
Indian Affairs, plus a factor far inflation.

And subsequent, Headquarters allocates those
resources back to the Manitoba Region, based on the same kind
of calculation, based on historical allocations, plus a -- a
factor. They have no relationship back to the databages
anymore.

! At one timé the databases -- the information

provided to Treasury. Board for cesting included growth rates
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1 in the Pirst Nations communities, the cost of doing business

2 in the First Nations cosmunities, and thoee kind of things

3  were included, and -- and nrow it‘s not.

4 And there's an example, our increase for

5 Manitoba Region, this fiscal year waas .1%88 percent of our --
& of pur block funding.

7 ME. MICHAEL ARDERSON:
8 Mille. Prior to 1995 then if Manitoba Reglon had determined

So thank you, Mr.

2 that there were aty areas where there wers guhstancjal or

10 notable increases in costs, the Region would make a submisaion
1 to Headguarters for an additional allocation of dollars to

12 resgpond to those needs?

i3 MR. FREDERICK MILLS: We had the opportunities
14 to make submisaions and -- and request additional resources.
15 They weren't always approved by -- by Headquarters, but we had
16 that opportunity.

17 Since 159_5/95, the opportunity to do that has
18 dwindled to almost nothing.

19 : MR. MICHAEL ANDERSOMN: and, the terminology

20 that's often used in Maniteba to descxikbe this bloek funding,

21 is?

22 MR. FREDERICK MILLS: it‘s called core

23 Funding.

24 MR, MICHAEL RNDERSON: And, in Manitoba

25 genexally, ig it also knpwn as the funding envelope?
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MR. FREDERICK MILLS: Within Indian Affairs
it*s knowm as the fupding envelope.

MR. MICHAEL ANDERSON: And, do you accept a
euphemiam, or my -- wy terninology for it, in effect, the
funding lavels that were in effect aa of 1995 are,
effectively, frozen. with the exception of these changes that
are based on inflaticn? ’

MR. FREDERYICK MILLS: That s correct.

MR, MICHARL ANDERSON: Thank you, Mr. Mills.
And this new -- this funding policy, in effect as of '95, of
course, would also have affected electrical coste in the
diesel communities, with the rates currently in effect?

MR. FREDERICK MILLS: Please ask the queation

again?

MR, MICHAEL ANDERSON: Soxry, Mr. Mills., The
-- in the event that there were any chanhges in electyical
costs being boxrne hy First Nation comm -- the diesel Firet
National commmities, after 1995, there would have been no
increase in funde available from headguaxters to cover thege
coste?

MR. FREDERICK MILLS: Rot specifically for

diesel generation.

ME. MICHAEL ANDERSON: Thank you.

(BRIEF PADSE}

Copyright Protocted

1-300-663-4915

igd-Tran Joc. Copyright Protected 18006
Puge 4363
i MR, ROBERT MAYER: While we're waiting, Mr.

2 Mills, I am assuming, since you mentioned inflation, if the
3 cogts of diesel fuel went up, that would ke a significant
4 piece of your inflation factor, would it not?

5 MR. FREDERICK MILLS: I'm not surxe what

& ° Treasury Beard uses in terms of determining thelr inflation

7 factor when they provide reésources to us. They gave us a

8 1.988 parcent incresse, that includes the cost of living.

9 How, if that includes the cost of gas going up, I would assume
19 that it may be in there but I can't say for certain.
A

12 CONTINUGED BY MR. MICHARL ANDERSON:

13 - MR, MICHARL ANDERSON: And, Mr. Millg,
14 there's one -- with respect to category 3 assets. there was --
is I way have missed it, but my recollection was, <o Band offices
is also fall under category 3 facilitiea?

11 MR. FREDERTCK MILLS: Yes, as administration
18  offices.

is MR. MICHARL, ANDERSON:

So, prior to April lat, 2002, what was the electyical

Yen, okay. Just to be

20 clear.

21 coat multiplier applied to category 3 facilities in the four

22 {4) diesel communities?

23 MR. FREDERICK MILLS: It was a factor of 15.4.

24

26 MR. MICHAEL ANBERSOM: For -- and that wae
Digi-Toss e Copyright Protectad 13006
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1 the -- Brochet, Lac Brochet and Tadoule Lake, the multiplier

2 used in the formula was a factor of one?
3 MR. FREDERICK MILLS: That's right.
) 4 , MR. MICHAEL ANDERSON: And to be gleay, one
5 is equivalent to what rate?

11 MR. FREDERICK MILLS: The land -- the land

7  line rates. And that aasumption was that they weré small

8 facllities, small buildings. And all they were using --

9  really uginy the power for was to —- was for light. They were
10 using wood heat in those facilities.
11 MR. MICHARL ANDERSON: S0 then, the category
12 3 facilities, in the four diesel cowmunities, were receiving
13 20 percent of the electrical compt, assuming., basically,

14 Winnipeg level rates?

15 MR. FREDERICR MILLS: For Saysis Déne, Brochet
16 and Lac Brochet, yes.

17 MR. MICHAEL ANDERSON: okay. BAnd £f they
18 were being charged -- if any of this category 3 facilities

19 were, in fact, being billed at the govermment rate, the rate
26 would have been fifteen point (15.} -- the factor -- the’

21 correct multiplier would have been fifteen point four (15.4)7
22 MR. FREDERICK MILLS: That'a right.
23 MR. MICHAFL ANDERSON: Have you done any
24 apgsesement of the -- the cost -~ the potential cost impact to

25 these communities, frem the difference hetween the facter that

Digi-Tren Inc.
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1 for educational facilitiesv
2 MF,. PREDERICK MILLS: Yes.
3 MR. MICHAEL ANDERSON: Okay. But for
4 category 3 facilities, what was the electrical cost multiplier
5 -
3 MB. Fgmmcx HMILLS: I bélieve it was six
7 point three (6.3}. The non -- the non govermment rate.
8 MR. MICHAEL ANDERSCN: And that was for the
9  Shamattawa community?
10 MR. FREDERICE MILLS: That wag for the
11 Shamattawa cormunity. The other ones were -- it was based at
12 one.
13 MR. MICHAEL ANDERSON: And -- and so that the
14 -
is MR. FREDERICK MIL1S: And --
16 MR. MICHAEL ANDERSON: Sorry. Go ahead, Mr.
17 Mille.
18 MR. FREDERICK MILLE: And that was becauge we
18 were aware of gome significant agsets that were built in
20 Shamattawa that had a higher power usage than what the formulax
21 originally would have generated for.
22 MR. MICHAEL ANDERSON: In Shamattawa --
23 MR. FREDERICK MILLS: In Shamattawa.
24 MR. MICHAEL RNPERSON: -- it was gix paint
25 three (6.3) factor? So -- and you'd indicated that, so for
Digi-Tran Fne. Copyright Protacied 1-200-663-491 5
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1 wza actually applied and the rates that may have been‘charged?
2 MR. FREDERICK MILLS: Yesg, we have.
3 HMR. MICHAEL ANDERSON: Could you, please,
4 describe the analysis that you've done, an category 3 asseta,
L] please?
& . MR. FREDERICH MILES: What we did, is we took a
7 look at the current factor for electrical in all those four
8 {4) main communities. And run calculations bassd on what the
9 current factor was and then ran the calculaticns again, based
10 on if thére were 15.4, what the calculations were.
11 And we did that over, I think, a four {4) year
12 period, since 1994/9%5, we went back 1-Eor a five -(5) year
13 periocd. This was last year that the analygils was undertaken,
14 And it generated the cost difference of-, I
15 balieve, somewhere avound -- I'm thinking off the top of my
16 head here, betwesn $1 and $2 million dellaxs, ;‘u not sure of
17 the exact pumber, at 15.4 vexrsus what they were being funded
18 at, over the four (4) year paried, not on an anmial basgis,
19 but, over a four (4) year period.-
20 MR. HICHAEL ANDERSON: And that's apsuming that
21 the asset would have been charged the full cost government
22 rate?
23 - MR, FREDERICH MILLS: That's correcgt.
24 MR. MICHARI, ANDERSON: Did you also do an
235 analysis where you examined the total category three {3}
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1 assets, is this the analysis you're describing, total category

2 three {3) assets £or all four (4} Filrst Nations?

3 MR. FREDERICH MILLS: Yes.

4 MR. MICHAEL ANDERSON: For rates back to April
s 1, 1939472

6 MR. PRSEDERICH MILLS: Yes,

7 MR. MICHAEL AMDERSON: And the diffevence that
8 you're describing Aa.l: elightly over $1 millien dollars though
] is the wvariance that would have resulted in the dollars you

19 contributed, is that correct?

11 MR. FREDERICH MILLS: That's right.

12 © MR. MICHARI- ARDERSON: AL 20 percent?

13 MR. FREDERICH MILLS: That's xight.

14 MR. MICHAED, ARDERSON: Weuwld you -- and deo you

15 recall, and subject te chéck, that the total electrical eost

16§ for all category three {3) amsets at the multiplier one ()

17 wag $875,7797

i8 MR. FREDERICH MYLLS: Yes, sublect to check.

1% MR, NICHAPY, ANDERSON: Those would have been

20 estimated actual costa? ,
21 . . MR. FREDERICH MILLS: Those would have been

22 formula driven coata. -

23 MR, MICHAEL, ANDERSON: All wxight. &And had the,
24 -- recognizing that ;four formula looks to create -- generating

25 100 percent based on your formula, and then you fund a portion

Copyright Protected 18006
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1 of that, do ybu also, subject to check, recall that the full
2 cost. government rate at 100 percent, would have generated
3 5$9.394 million dollars?
4 MR. FREDERICH MILLS: Yes --
5 MR. MICHAEL ANDERSON: Over the same period of
[ time?
7 MR. FREDERICH MILLS: -- yes, aubject to check,
8 over a Four (4) year peried.
9 MR. MICHARL ANDERSON: 8¢, asguming that the
10 forvmla is working correctly, and I make no comment as to
11 whether it is or isn't at this stage, the communities would
iz bave -- at the full cest government rate may have been facing
i3 biils as high as $9.3 million dollarm, for the category three
14 (3} assets?
15 MR. FREDERICH MILLS: Potentially.
1s MR. MICHAEL ANDERSON: And the comparatdve zone
i7 one {1) rate was $875, 0007
.:LB MR. FREDERICH MYLLS: fThat'@ correct, subject
19 to verification.
20 MR. MICHAEL AMDERSON: And recognizing, of
21 course, that this is a simulation that wae gen;rated misaing
22 actual billing data?
23 MR. FREDERYCH MILLS: Yes.
24 MR. MICHAREL ANDERSON: And similarly, had all
25 the category three (3} facilities been charged the full cost
Digl-Tma tac. Copyright Protected 1-800-653-4915
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1 MR. FREDERICH MILLS: Yes, subject to check.
2 MR. MICHREL ANDERSON: And then the total
3 cost would have been at 100 percent formula drive, full cost
4 non-goverrimeht rate, $1,.425 million?
5 MR.. FREDERICK MILLS Yes, gubject to check.
[+ MR. MICHARL ANDERSON: And of that, assuming
7  that they wexe all cha.tg.ed at that rate, they would have
] received only 20 percent of that value, in order to cover
4 their actual pills. I8 that correct?
10 MR. FREDERICK MILLS: That's right.
11 MR. MICHABL ANDERSON: Can you advise whether
12 or not the Department of Indian and Northern Affaire Canada
13  had explained the tﬁanner in which the Govermnment ¢f Canada
14 provides contribution toward e-lec:rical cogts to Manitoba
15  Hydro?
16 MR, FREDERICK MILLS: Yed, we provided a brief
i7 explanation to them, I believe it was on March 14th, at a
1g meeting in their offices. And Y also put on the table that
19  they were tore than velcome to -- to give me a call ard I
20 would provide a more detailed explanatien, if they chose to
21 have one.
22 THE CHATRMAN: Marchk the 1d4th, 20027
23 MA. FREDERICK MILLS; Yes, 2002.
24
)| 25 CONTINUED BY MR. MICHAEL ANDERSON:
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1 non-government rate, all of them, they --

2 . HMR. FREDERICH MILLS: As previously stated,

3 Barrens land (sle}, Northlands and Saysis Dene were charged at
4 land mine rates for category three (3} items throughout --

s THE CHAIRMAN: Tg your mic on?

[ ' MR. FREDERICH MILLS: Yes —- throughout the

7  course of the time frame we're talking about.

-] Shamattawa was funded at the non-government ’

% rate which created a factox of six point three (6.3} over the
19 came period of time. That's what they were funded at. The

11 levels they ware funded at.

1z ) MR. MICHARL ANDERSON: Orily Shamattawa?
13 - MR. FREDERICH MILLS: Only Shamattawa.

14 MR. MICHAEL ANDERSCN: For category three (3}
15 asgets?

16 MR. FREDERICH MILLS: For category three {3)

17 aggets.

18 . MR. MICHAEI.- ANDERSON: And did you also run the

19 same simulation or a eimilar simulation for at the full cost

20 non-government rate, with a multiplier of six point three

21 {6.3}7
22 MR. FREDERICH MILLS: Yes, I believe we did.
23 MR. MICHAEL AMDERSON: And, once again, of

24. ecourse the mulciplier one {1) value would have been $675,77%

25 in the gpimulation?

Digl-Tran Ine. Copyright Protocted 18000
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1 MR. MICHAEL ANDERSCN: ¥s it your

2 understanding that, and without speaking, of course, for

3 Manitoba Hydro, the same caution Mr. Wiens wade, yeaterday,
4 about for speaking for MKO, but as a2 question, is it your
5  understanding that they were aware of the manner in which

o

Manitoba -- Indian and Horthern Affaire provides electoical

7  contributionms, prior to March l4th, 200272

MR. FREDERICK MILLS: No, I dos't kpow that

o

g they were aware of how wera funded First Natiens. I'm suve

10 they werenct, They seemed somewhat ahocked at the discussion

11 that was going arcund the table, on how we were -~ how we

12 funded.

13 THE CHAIRMAN: Mr. Andermon, is thig a

4 convenient time, in your --

15 MR. MICHAEL ANDERSON: fxeellent, My. Chair,

16 thank you.

17 THE CHATRMAN: Then may I suggest -« may I

suggest that the Board wilk stand down and reconvens ab
So I'd ask parties to be

18
15  approximately quarter after ten,
20  back then.

21 MR, MICHAEL ANDERSON: Thank you.

22

23 ~-- Upon recesaing at $:43 a.m,

24  --- Upon resuming at 10:35 a.m.

25

Digi T e Copyeight Protoctad 104



10
11
22
13
14
15
16
17

18
19
20
21
22
23
24

25

Prge 43T
THE CHAIRMAN: Ladies and gentlemen, if I may,
I'd like vo call the Hearing back to order, and apolegize for
the slight delay. Mr. hnderson...?

MR. MICHAE], ANDERSON: Thank you, Mr. Chair.

CONTINUED BY MR. MICHAEL ANDERSON;

HR. MICRREL ANDERSON: To wrap up the earlier
digcusaion that we wers having about funding and formulas and
amounte, Mr. Milis, I'd like to apk, what were the assumptions
that the Department applied in establishing a funding level at
20 pexcent for category 3 agsete?

MR. FREDERTCH MILLS: (ategory 3 assets at the
time the formula was -- or the policy wad developed, were few
and far between in First Nation communities, and at the time
it wag felt that the First Nations could raise the money
through variocus other means, such as if you‘ve got a Bingo
Hall or a Band Hall or a Community Hall, that you would charge
a user fee for that hall, as -- a8 any other Municipality
does. So that would be ) course of getting some revenue.

And that you may want to run Bingos to raise

money to operate the facilities, those kind of things were
taken into conpideratien,

MR. MICHAEL ANDERSOM: And just to put it
together in the record, this policy that we're discussing, was

eatablished origipally in 1983; i3 that correct?
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type of a catchment area from which others may be able to he
brought to the commmity to participate in these events whexe
uger fees might be charge?

MR. FREDERICH MILLS: Not really, they‘re four
(¢} isolated communities, only accessible by air for the major
part.of the year, and -- and winter road ;Ln the winter time,
and furs still a long -~ long drive to get in there. 8o, no,
they wouldn't have a large catchment area other than the
existing communities.

MR. MICHAEL ANDERSCN: Thank yau, Mr. Milla.
So the theory that would apply in these communities as the
remaining 80 percent of costs, including electrical, would
bhave to be raised at the community level in some -- by some
means?

MR. FREDERICH MILLS: That's correct.

MR. MICHARL ANDERSON: Thank you, Mr. Millas.
Mr. Chair, if it wmight assist, Mr. Mills has advised me that
he has prepared a sample table showing how this formula would
be applied for a sample adminjstrarive building, and I've
provided a copy to Manitcba Hydro's counsel, and they've
indicated that they have no objections te this being entered
as an exhibit, if I migh:?

THE CHAIRMAN: Ma. Ramage?
M5. PATRICIA RAMAGE:

That 's correct.

THE CHAIRMAN: Eleage do so.

DighTram knc.
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1 MR. FREDERICH MILLS: It was «- I don't know

2 exactly when it was egtablished, but it was -- it was a --
3 various O&M policies were captured in a document called the
4 Operation and Maintepance Handbook in 1583.
5 HR. MICHARL RANDERSON: Thank you, Mr. Mille.
€ And also just for -- in 1983, you've mentionasd already, you've
7 actually stated this. But were there many of these types of

8 facilitien in Pirst Nations communities in 1983, that is

8 arenss, Band Offices and so forth?
10. . MR. PREDERICH MILLS: No, there wasn't arena -
11 - arenas as we know them today, there was autdoor skating
1z rinks, there were small Band Halls, small Band offices, they
13 had one (1} or two (2] lightbulba in them, they weren't --
14 they didn't have water and sewer, they didn‘t have a need for
is ongoing heating in the winter time. They were heated with
16 wood and those sort of things, so those are the soxt of aome
7 of the assumptions that were taking place as to why the cost
18 would have been & lot less than -- than what it is today, and
19 at 20 percent, then it would have been fairly easy for a First
20 Nation to raise the amount of money, the B0 percent. But
1 given today's standards, we cbviously need to reflect upon our
22 -- &n our pelicy.
23 MR. MICHAEL ANDERSON: And in texrms of the
24 cpportunitiss that the four (4) diesel communities may have to

25 raise user fees, was -- do they have a -~ I would call, amy

Digi-Trea Inc. Copyright Protocted 1406
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1 MR. MICHAEL ANDERSON: And I have twenty (20)

2 copies, Mr. Chailr.

3 MR. ROBERT MAYER: ¥hile those are being

4  handed out. Mr. -- Mr, Mills, I've been -- well I went to

5 Shamattawa once a wmonth for fifteen (15) yearxs in the 708 and
[ the 80s, there was always a Band Office there, and I still

7 haven't geen an arena, Am I missing something here?

a8 MR. FREDERICH MILLS: Thelr arena was
9 constructed in the late $0a.

10 . MR. ROBERT MAYER: How 1s it heated?

b MR. FREDERICH MiflS: To be honest with you, I

12. don't believe their arena is operating, because of acme othex

13 probleme with it. But it would have been heated with oil

14 heat.
15 MR. ROBERT MAYER: And the lssue of -- I'm

1s wondering about some of the other communities. I‘ve been to

7 Broche a number of times, but that being -~ because we go

18 directly from the zirport to the place where Court facilities
19 ars held, I'‘m not sure which -- what facilitles are astually
20 available in there. There's a very nice school, but I'm not
21 gure what elase?

22 MR. FREDERICH MILLS: I don't know all the

23 communities assets by detail. There is -- I believe, it's
24 eirher Northilands or lac Brochet, have just built 2 relatively

25 new arena in the last three (3) or four {4} yeara. A $3

Digi-Tre the.
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1 million dollay facility, with artificial ice and all that sort
2 of stuff, po --
3 THE CHAIRMAR: And Mr. Anderson, wetll receive
4 Mr. Mills material as MKO Exhibit 87
5 MR, MICHAEL ANDERSON: Thank you, Mr. Chair.
[
7 ~==- BXRIBIT NO. MKO-8: A sample table, prepared by Mr.
8 Frederir.‘!ll Mills, showing how a
9 formula would be applied for a

10 sample adminiatrative building.

11

1z CORTINUED BY MR. MICHAXL ANDERSON:

13 MR HIC:I:IAEL ANDERSQN: While we have presented

14 this exhibit, Mr. Mills, could you briefly explain how to read

15  this table that you've kindly prepaved for us today?

16 MR. FRBDERICH MILLS: Oiay, actually this is a

17 1ot along a writben format of what I explained eaxlier this

b1 morning, in terme of the format that we use to calculate the

19 oM.

20 Under asset is the name or the type of

21 building, and in this case it's an admin building. And being

22 an administration building or a band office, it's classified

23 as a category three (3}, subject to 20 percent funding from

24 INAC. Unite is the size and in this case it's metres squared.

25 Quantity, this facility is 342.8 squaxe metres,

Digi-Tran In. Copyright Protected 1-300-663-4315
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1 dand import, amd import meaning that they don't have the
2 experts in the community, they have to bring them in. and on
3 the operation gige, this is like janitor services.
4 An the energy side, there's electrical which
s ig, you knmow, for your lights and that sort of stuff., Heat in
€  this ¢ase, in this Facility would ba for oil heat. We also
7 bave a factor for propane and other types of heat, or
¢  electrical. Materials and equipment for the operation.
b4 On the maintenance side of things, there's
10 local labour, for you know, doing things for which the
11 cormunity may have a carpenter who is able to, you know,
12 repalxs windowa, those sorts of things.

J 23 TImport lakour, this way be to bring somebody in
14 to say, look at the fire alarm, if there's a firxe alarm in the
is community, they wouldn't have that expertise in the cowmunity,
15 And again wmaterial and equipment.

17 And then down below is the electrical cost on
18 thiz particular community, it's baged on a remote commmunity,
s okay, a special access cormunity which has land iine, that's
20 the -- and that's why the electrical cost ls 3,%26.

21 Our share of that, in other words 20 percent of
22 that would ba, $75¢, and the remaining 80 percent the First
23 Hation would have to find from within their own source of

24 funding -- own socurce of revenues or users fees or whatever
25 they -- however they can gensrate their resources.
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Time in gervice, it's been in service for one
year. ¥For that partieular year -- the reasott for that ia that
Pirst Natjions build facilities and they come ¢B stream partway
through the year. So we don't fund thewm for a whoie year if
it's only been in service for three (3) months, they would get
three (3} months Q&K

So that'a why there's a factor for time in
service, just to clarify that.

The base cast is -- comea right out of our cost
reference manual. And the site index s -- the sive index is
generated out of the cost reference manual for this particular
commnity. .

And then the foxmula budget is the
nultiplication of the quantity, time in sexrvice, base cost and
site index. Give your §61,496 dollavs for this facility.

As we only fund 20 percent of this cost, we
would provide the Fixst Nation $12,299 doilars.

MR. MICHAEL ANDERSON: Mr. Mills, 50.25 base
cogt, 50.25 what?

MR. FREDERICH MILLS: Oh, dollars per square
metre, sorry -~- that's a -- yeah, that's our Toronto base
soat. )

Angd then the breakdown of the $61,4%6 is

provided and I talked about chis, what's included in the oM

budget. O the operations side, there's labour and hoth local
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Tf this comsunity - if this facility was in a
community such as Saysls Déne. Northlandn; or Lac¢ Brochet, the
current factor for diesel generation is a factor of 15.4,
which increases the electrical cost substantizlly, by some §50
thousand dollars, almost §$61 thousand dollars.

Cur share of that that we would fund, would be
approximately $10,800 and the First Nation would have to make
up the balance of 43. .

Currently Hydro has indicated to us chat --
through a proposed rate, of §1.99 per kilowatt and that

- calculates out te a factor of 32.5 times. So that's a

pignificant increase. The electrical costs for this facility

are projected to be §114,000, on an annual basis. We would
fund twenty-two thousard {22,000} and the First Nations would
have to find one {1} of thelr own source reveitues, some
$91,000.

And -- and when you compare that to the total
of -~ of, if your on lahd line, the total coat of projected
0¥ for that facility was $61,000, So it's -- you know, it's
mr.e thanr 100 percest of what the projected O&M costs axe, if
you're dealing with the hydro -- at -- at the proposed rate of
$1.9% a kilowatt for non -- I believe that's non-government,
can't rewember c;ft the top of my head.

MR. MICHAEL ANDERSON: Thank you, Mr. Milla.

Because of the comments that you've made with retard to this,

Diigi-Tran [ne. Copyright Protocted
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I -~ I'm going to wmave to a -- a part of my direct that I was

going to raise a bit later. But I think it's important that
the pecord have this all contained together.

Can you please descrihbe the -- the nature and
status of the discussions between Manitoba Hydro and Indian
and Northern Affairs Canada in respect to the provision of
diesel electrical services in the MRO diasel First Nation
communities?

MR. FREDERYCH MILLS: Hefye had several
meetinga, discusaing various options of -- on the provision of
these services., I would not categorize them as negotiations
but more an informacion exchange.

MR. MICJB\E_L ANDERSON: Thank you. And when
you referred to proposed increase, in fact, the information
that's contained at MRO Rxhibit 8, the proposal only is a --

is informatiom -- 2 suggestion made to the department by

MR, FREDERICH MILLS: I believe so. They
provided this information for - for our review and -- and
analysie. X

MR. MICHAEL ANDERSON: Thank you, Mr. Milla.
Mr. Chair, if I might, in terms of the positiom taken by the
Department of Indian and Northern Affairs regavdindg their
discussions with Manitoba Aydro, there is a -- a letter to the

Board of January 29th of this year, sigmed by the Regional
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Sa, unless you have a very strenucus cohjection,
the Board can receive it and welght it accordingly,
recognizing that the -- the -- the gignature to the 1=tter‘
basn't appeared before us and neicher has imtervened in-any
proceeding, and is like, as you bad suggested, maybe intervene
. in a proceeding when we get an Applicatiori forward on diesel
rates, ‘
¥S. PATRICTA RAMAGE: Thank you, Mr. Chair,
THE CHAIRMAN: Mr. Anderson, is that
acceptable to you?
MR. MICHAETL, ANDERSON: That it be entexed as
an exhibit, Mr. Chair?
THE CHATRMAN: Yes,
MR. MICHAEL ANDERSON: Yea, certainly. Okay.
THE CHAIRMAN: We'll receive it as MEQ Exhibit

Number 9.
--- EXHMIBIT NO. MKO-9: Letter dated Jamuary 29th, 2002,
to the poarxd, signed by the

Regional Pirector General, Marilyn

Kapitany,
(BRIEF PAUSE)

CONTINUED BY MR. MICHARL ANDERSON:

Digi-Trm nc. Copyright Protected 1-800-563-4915
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Director General, Marilyn Kapitany.

Cn thig lettey, Manitoba Hydro counsel did
indicate vhat they may bave some comments prior to it being
entered as an exhibit. So, if there are any comments to be
made, X'd invite them to do that now.

THE CHATRMAN: Ms, Ramage?

M5, PATRICIA RAMAGE: Yes, Mr. Chair.

Our concern with this document being entered as
anh exhibit is that, this letter sets out the Govermment of
Canada or INAC's position, with respect to the. diesel rate.
And this group is not a party to these preoceedings. If they
wish their position te be before this Board and on the record
at the hearing, I believe they should be a party at the
hearings.

They -~ they had an opportunity te come
forward. They've chosen not to, perhaps this is their letter
to indicate -- or, they don't say that they won‘t be chere,
but they had -- they have the opportunity te be here. I don't
geek to be argquing what their position, orx wish to argue with
them, what their position is. -

THE CHAYRMAN: Ma, Ramage, Y thank yoqu for
is that it was a letier that was

that. The difficulty I ha..ve

forwarded to the Board. And I don't recalk the letter but I

believe I have geen the lecter, And it is part of the public

record, at the Boaxd,
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MR. MICHAEL ANDERSON: Hr. Mills, do you have

a copy of the letter that we were just referring to, before

you?
MR. FREDERICK MILLS: Yes, I do.

(BRIEF PAUSE)

MR. MYCHAEL ANDERSON: Could -- could you
please describa the -- and to agsist, could you also please

refer to MKO/MH 1 -=- just & moment, Me. Chair.
{BRIEF PAUSE)

MR. MICHAEL ANDERSON: Excuse -= it's --
Sorry, Mr. Miils, it's MRO 2—1((:.) . I hava provided Mr. Millas
the copy of ocur Information Résponses. The -- the --

MR. FREDERICK MILLS: This?

MR. MICHAEL ANDERSON: Yeah. It's the actual

response.

{BRIEF PAUSE}

MR. MICHAEL ANDERSON: I just real -- M¥r.
Chair, I just xealized that Mr. Mills is experiencing

circumatances from our photocopier this morning failing to

Digi-Tran [uc, Copyright Protected 1-300-5
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1 provide a page. So what I'll do is I'l) just ask the question
2  more directly and keep us moving along.
a
4 CONTINUED BY MR. MECHAEL ANDERSON:
5 MR. MICHAEL ANDERSON:  How you've generally
6§  described the nature of the discusgions that have taken place -
7  between yourselves and Manitoba Hydvo. I would read paragraph
8 2 of the letter from Ms. Kapitany to the Board:
9 "Thare have been a series of information
14 ‘discuspions involving the Government of
11 Canada, inftiated by Manitoba Hydro,
12 regarding the costes of providing service to
13 igolated North -- MNerthern First Natien
14 commenities, It would not, however, be
15 appropriate to categorize these discussions
16 as negotiations of diesel rates."
17 Mr. Mills, could you, in addition to the
18 discussion that you had ¢f the recent propdsal, could you
19 provide an overall sumsary of the discussicons that have taken
20  place since Octobex 2000, with respect to the provigion of
21 dissel service to thewe four (4] communities.
22 MS. PATRICIA RAMAGE: Excuge me, Mr. -- once
23 again I'm not sure of the relevance of this, given the mtatus
24 update that we've provided regarding diesel. And perxhape
25 reiterating our objection in terms of, we are coming forwaxrd
Digh-Tren Ine. Copyright Protocted 1-800-651-4315
FPage 438
1 the Diesel Cost of Service Study, as we understand it, because
2 of the discussions between Manitoba Hydro and Indizn and
3 Northern Affairs Canada,
4 Mz, Kapitany's letter indicates that they are
5 not negotiations. One of the purposes of having Mr. Mills
& appear was to make it clear to the Board, X would hope, what
7 the actual status of the relationship between Hydro and the
8 Pepaxtment is, ab regarding the future provision -- existing
] services and the future pm!-rision of services, in that there
10 haz bepn numercus statements at tab J-3 of the initial filing,
11 in responses Lo our queations and so forth, to these
12 discussions.
13 THE CHATRMAN: And Mr. Anderson, recognizing
14 your comments, I will allow the guestion, but, I would ask you
15 to tread oa that area very carefully.
16 MR. MICHARL ANDERSON: Thank you, Mr. Chair.
17
18 CONTINUED BY MR. MICHAEL ANDSRSON:
13 MR. FREDERTCH MILLS: BAnd the guestion
20 being, what'e the nature of the dimcussions that were taking
21 place? ‘The discussions -- the nature of the diecussions
22 taking place have been Manitoba Hydro hae dong some analysis
23 and has determined that, in fact, the 1994 rate structure --
24 tariff, does not meet the -- does not cover thelr coata at
25 today's rate -- at today's cost, I ghould say.

Digh-Trm In¢,

Copyright Protected

1-800-663-4915

Pagc 4385
1 with a diesel application that wil] deal with what i.a
z ultimately -- what Manitoba Hydro arrivea at as an
3 application, the status of -~ of discussions, I‘m not sure how
4.  iv's germane to what we're here today to discuss.
S THE CHATRMAN: Thank you, Me. Ramage. My,
1] Anderson, do you have any response?
7 MR. MICHAEL ANDBRSON: 1 do, Mr. Chair, thank
8  you. -
]
10 CONTINDED BY MR. MICHAEL ANDERSON:
11 MR. MICHAEL ANDERSON: Mr. Mille, if you could
12 refer to the hinder as tab 1, where I have MKO/MH 1.1, by
13 example.
14 And I've alpo taken the liberty -- yes? And
15 E've takan the libarty, if you turn the page, of attaching
16 also the reply to the POB, 1- -« PUB/MH 1-54.
17 In this Interrogatory we requested a copy of
18 the Diesel Cost of Servics Study, to which Manitoba Hydro
18  replied to a pimilar request made'i)y the Boaxd:
20 *However, as H.a.nil:ob.a Hydre ia otill engaged
21 in discussions, which could alter the
22 .substance of the study, it would be
23 preferred to file an updated study when
2] those conclusions axe kpown.™
25 In other words, we did not receive 4 copy of
DighTena Ic. Copyright Protected T-800-C
Page 4387
1 And the mature has been on how can INAC assist
2 them in reducing their -- their tariff rate or their coat per
3 kilowatt. Or how can we agsist them in implementing a revised
4  rate, ’
- And they‘ve made geveral presantations to us on
6 different -- different rate structures and how they came up
7 with their costs and all that sort of atuff. But, in e‘saance.
8 that's -- that's the kasle essence of the discussion, I think.
] THE CHAIRMAN: Mr, Mills, did they give you any
10 indication when the cost of service study would be prepared
11 and you would be able to get a copy of it?
12 MR. FREDBRICH MILLS: T don't recall an exact
13 date. I do know that we just received a rate structure from
14 them this month and that was what the -- on Exhibit MKO-8, the
15 proposed xate factor of 32.5 was baseéd on, was that proposed
16 rate structure that they did provide us
17 I don*t believe that I received a full cospt
18 study on it.
19 THE CHAIRMAN: So, just so I'm clear, you got a
20 proposal from Manitoba Hydro, but, that pxopesal in your view
21 was a page item, or was it a fifty (50} page item?
22 MR. FREDERICH MILLS: No. it was like a three
23 {3) page letter.
24 THE CHAIRMAM: Thank you.
25 i Mr. Anderson?
Digi-Traa Lae, Copyright Protected 12006
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CONTINUED BY MR. MYCHAZL ANDERSCN:

MR. MICHAEL ANDBRSON: Thank you Mr. Chalr.

And in terms of the ~- the process that's being
undertaken between yourselves and Manitcba Hydra, what have
you advised Manitoba Hydro in respect of their -- 1'1l revise
this.

Is it the expectation, as you underatand
Manitoba Hydro, that Canada will continue to participate
financially in the provision of diegel gservice in these four
{4) comounitiea? That is the Department of Indian and
Northern Affairs Canada?

MR. FREDERICH MYLLIS: Not directly. We -~ wa -
- it's our position, as ocutlined in Ms. Kapitany's letter, ia
that the First Hations are the customers and we fund the First
Wations. We don't -- we are not going to be funding Hydro
dizectiy.

And if I remember correctly, the 1954 Public
Utilities Board Hearing says that all capital coste should be
subsumed into the rate structure. So it all those costs were
subsumed into the rate structure and the Firet Nation's hydro
bille went up accordingly, then we would have to reconaider
gomewhat, our formulas t¢ provide sore lavel of compensation,
given the context of the amounts we fund in different
categqories.

MR. MICHAEL ANDERSQGM: Thank you Mr. Mills,
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And just te clarify perhaps, you've answered
this already, that im, it i1s your underastanding that you're at
present negotiating with Manitoba Hydro the future of the
diggel services in texrms of the involvement of the Gavernment
of Canada?

MR. FREDERICH MILLS: He are not negctiating.
We are having diacuseieons. As I sald before, Plrst Nations
are the customerg, they'rs —- they're the ones that Hydro
needs to-be dealing directly with.

MR. MICHABL ANDERSON: Thank you, Mr. Mills.
Some wmatters, just in terms of how, again, operations cake
place within the community. This followa along the formmla
funding.

Would you confirm that federal contributions
for ORM costs are extended at the discretion of the Firat
Nations government -- First Nations, subject to audit?

MR. FREDERICH MILLS: Yes, we provide O&M
funding to Pirst Nations, basged on a formula. and it's aot
based on actusl coste. And they have the liberty to move
thoee funds with -- within the O&M budget, to -- to sult cheir
recquirements as they see.

And exampls would be, they may need more labour
in ore year. We don't tell them they hava to gpend wore momay
on labour. We give them, the sample formula, in thid case, we

give them $12,000 to -- to operate this facility. They‘ve got
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to come up with the other 80 pexcent. We're mot prepaved to
tell them how to spend the twelve (I2), provided them spend it
with -- within that facility.

ME. MICHAEL ANDERSON: So using the examples
that we've described, again, of the category 3 facilitiag and
the 20 percent gontribution of the department, the yemaining
80 percent of costs, the First Nation is able to reallocate
from other dollars that they may receive from the department
angd any other souxce they may have?

MR. FREDERICH MILLS: They are at- liberty to
£ind that funding with any of thelr source revenues, and with
other sources from within FHAC, it would depend on the program
area that they're being -- that they're locking at recouping
gome of those regources from.

Spme of our program areas are funded on what's
called a direct contributien. In other words, a dollar for
dollar, spend a dollar, you get a dollar back. Some are?.s are
funded on a -~ on a grant basis, on which we expect the First
Nation, an example of that would he Band support funding,
which is monies for a Band to run thgir government, pay their
honorariuma, hire a Band Manager.

They may direct some of those resources towards
the oparation and maintenance of the facility because ft's a

grant.
MR. MICHAEL ANDERSON: All right. So, if the
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15

Pirst Nation does not recelve in its contribntions, au!ﬁciem.:
regour -- revenues to pay the hydro bills, as presented, on 2
line item bazis, it must reallocate from other budget items,
to do =u? '

MR. FREDERICH MILLS:  They would have to find
the resources to pay those bills from whatever weans they're
able to come up with the reacurces,

HR. MICHASL ANDERSCN: All right, thank you.

MR. FREDERYCH MIILS: Whether -- whether
they'd be INAC funding or own source revenues,

MR, MICHAEI. ANDERSON: And just to be clear,
in termp of the specific re-allecations or budget decisions
t:.hal: may be made by the First Nation, Indian and Nerthern
Affairs Canada does not oversee or approve those decisions?y

MR. FREDERTCH MYLLS: No, not on the context
of the operation and maintenance budgets.

MR. MICHAPY, ANDERSOM: All Tight, thaok you.
In termsy of the diesel facllities that are in these
communities, would you confizm that Manitoba Hydro is the
owner of the diesel generating facilities, the distribution
system, any sub-station and storage facilities that may be
required, on Pirst Nation lands?

MR. FREDERICH MILLS: <Canada provides Hnﬁitcba
Hydro permits under Section 22.8, I believe, tor access -~

28.2? Okay. For access to the reserve to construct, Oparate

Digi-Trom In<. . Copyright Protocied 1-800-6¢
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1 and maintain generating stations and hydro elecrric
2 diatrfbution systems.
3 MR. MICHAEL ANDERSON: And the Government of
¢ Canada does not own any of these facilities that are present
5 engaged in the provision of electrical services in the diesel
[ communities?
T MR. FREDERICH MILLS: Ho.
8 MR. MICHAEL ANOERSOM: And you've already
9 discussed that, access to the reserve is provided by a permit
ia issued pursuant to Section 268.2 of the Indian Act, is that
11 corxrect?
12 MR. FREDERICH MILLS: Yes, that's correct.
13 HR. MICHAEL, ANDERSON: In general terms, does
i4 this -- do these pearmits provide Manitoba Hydro with access to
15 all arexs of the reserve necepsary for the conduct of their
16 business?
17 . MR. FREDERICH MILLS: Yes, general speaking.
18 MR. MICHAEL ANDERS(ON: Sa, they are not
19 reatricted, in general terms, under these agreements, from
20 pervicing and maintaining their facilities, due ta any
21 requirenents of the Indian Act?
22 MR. FREDERICH MILLS: No, the -- the 28.2
23 permits give them the access to the community, as a whole.
24 And this would be subject to verification of the irdividual
25 permits, but I believe it's for the majority of the
Dig-Trm Ine. Copyright Protected . 1-200-£53-4515
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b subgequent to the 1990 poliry decismion of the Manitoba Hydro
2 Board of Directors to enhance the diesel communities to 16
3 ampa?
4 §R. PREDERICH MILLS: brior to that year
5 Manitoba Hydro and Indian Affairs cost shared the proviasion of
6  electrical services in communities.
7 MR. MICHAEL ANDERSON: But specifically in
4 respect of the progrvam which resulted in the -- what we call
9 .the ephanced diesel pregraw, the increase of 15 ampa to 16
10 amps#, did the Department of Indian and Northern Affairs Canada
11 wade any capital contributions toward that program?
12 MR. FREDERTCH MILLS: No, not directly.
13 MR. MICHAEL ANDERSON: It's outlined of courge
11 in pur exhibite MKO-§ and 7. Do you have that?
s MR. FREDERICH MILLS: Yeah. No, we didn'tc
16 participate directly with Ha;nitoba Hydre in fmproving those
17 services f£rom 15 amp to 16 zmp. However, we -- we did make
18 some adjustments to our diesel rate zope as a result of the
19 '94 tariffs, that were published that wexe approved by the
26 Public Utilities Beard, which I balieve at that time included
21 aome of the enhanced cowmunities. Or the enhancement of some
22 of the communitles, and we made adjustwments &sed onr that, ap
23 a result of this enhanced cost aa, obviously, the cost of
24 provigion of diesal in thome communikties increased.
P 25 MR . MICHAEL ANDERSON: And by adjustments, Mr.
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1 communitiea, if not all of the ones in question, that they

Z  have access to the conmunity as a whole to put inr their

3 digtributien lines wherever they need to put them to gervice

£ whatever howes or facilities the Firgt Natlons was asked to be
s Berviced. Plus the operation and maintenance of their -- and
€ construction of their diesel generation sites and fuel atorage
? gites ang all that scuff.

8 MR. MICHAEL ANDERSON: Are you aware at

9 present whether or not there are any options that exist in --
10 for the provigion of electrical services in thess communities
11 by any person other than Manitcba Hydro?

1z ‘ MR. FREDERICH MITLS: It's my understanding
13 Manitoba Hydro has a wonopely in the provieion of Bydro

14 electrical gervices within the bounds of the Prevince of

is Manitoba.

16 ME. MICHAEL ANDERSCN: Thank you. 1In terms of
17 any capital additions that may be regquired to facilities '
18 within the diesel communities, can you confirm that at thae

12 present time the Department of Indian and Northern Affairs

20 Canada ig not -- dozs not make capitdl contributions toward
21 expansion?

22 MR. FREDERICH MILLS: At the present time we

23 do not make contributions to dfemel generation expansicna,

24 MR. MICHAEL, ANDERSON: And did the Department

25 of Indian and Northern Affairs wake any direct comtributicns

Digi-Tran Inc. Copyright Protected
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1 Mills, you mean precisely what?

2 MR. FREDERICH MILLS: By adjusting our -« our

3 hydro factor, our electrical factor in qur -- in our sample
4 fornmlg, where it currently stande at 15.4 for Goveranment

H rate. )
& MR. MICHRBL ANDERSON: A1l right, thank you,

7 Mr. Mills.
In respect of the initiative that‘s described
g in MKS Bxhibit 6 and MRO Bxbibit 7, that being the expansion

10 of the pervices avamilable in diesel communities to provide for

11 16 amp mervice? - Did the -- to your knowledge, did the
12 Department of Indian and Northern Affairs Canada specifically
13  approve this Initiative prior to the announcemente indfcated

14 in the lettex to Mg. Jolson?

15 HR. FREDERICH MILLS: o, I wasn't involved in

16 the discussions at the time, however, I bave researched our

17 fileg and I'm unable to determine whether or not Canada

18 wverbally wae in agreement to it or mot. All I know ig that

19  the files indicate that at a meeting of the North/Cential

20  Hydre Project, Kanitoba Hydro announced to the Committee on’

21 the North/Central Hydro Project that enhanced diesel was going

2z ahead, and then tha -- the press release waa provided the same

23  day or shortly thereafter.
He didn't —- as far as I know, we didn't

24
25 explicitly state that we approve in writing, the increase from
Digi-Tra [nc. Copyright Protected 180060
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1 15 amp to 16 amp. 1 Firat -- or KTC (phonetic} in this case, who was managing the
2 MR. MICHAEL AKDERSON: <Then as far as you 2z project. But, we origimally had provided funding hecause
3 understand, Mr. Milla, the increase in diesel ratea that 3 . Hydro had told us that they needed the respurces to increase
4 occurred after 1920 within the diesel sexvice zone, in 4 the diesel capacity and the communities to operate the water
s particular the Government surcharge and the -- the tall rate 5 treatment plant. )
6 applied to the non-government ¢ustomers, was largely related é Arnd, I believe, it wag some $135 thousand
7 to the cost of expanding the gexvices to 16 amps; is that 7 dollars that we provided the Pirst Nation. And then through
8  cotrect? 8 the efforte of MKO they were able to get those resources back
g MR. FREDERICH MILLS: I would think so, I 7 b I, sub ly. found out that Public Utilities Board
10 Vdnn't know what all made up the -- the tariffs, Manitoba Hydro 10 rate mtructure is supposed to have gubsumed all the capital
11 would ke in a better posi';ion to answer that question. They 11 costs and thar thers should have been no additional charges
12 - do the cogt -~ the die§=1 cost studies. 1z for provision of power to this water plant, other than what
13 So as ta what's all entailed, I would assume 13 would have been provided through the -- through the tariff.
14 that they would have put additrional generators in and the 14 MR. MICHAEL ANDERSON: So, in the end, NMr.
15 additional capital ccats of those would have been aubsumed is Milias, since April lst, 1294, when the current ratea went into
i€ into those rate structures. 16 effact, as revised in Novembexr 1st, 2001, the Department of
17 MR. MICHAEL ANDERSON: And mince the rates went 17 Indian and Northern Affairs Canada has not made any capital
|18 inteo effect April 1st, 1994, hkas Che Department of Indian and 18 .com:rj,but,ions taowards the diesel communities?
19 Horthern Affairs Canada made any cipital contributions to 19 MR. PREDERICH ﬁILLS: That's correct,
0 facilities in any of the diesel communities? 20 MR. MICHAEL ANDERSON: Thank you Mr. Mills.
21 MR. FREDERICH MILLS: Yes and no. Yes, we did 21 I have really just, if I might, Mr. Chalr to
22 in Shamattawa, when we want i-nto put a water plant in, but, it 22 submit three {3) documentg that Mr. Mills has kindly brought )
23 was determined more particularly through MKO's efforts that we 23 with ua,

24 didn't need to make a capital contribution. . 24 I've pubmitted these algo to Hydro's Coungel,
25 aAnd so Hydro returned those funds back to the 25 they've not indicated any objection to having them entered as
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1 axhibite. These are the documents that he's xeferred tao, but, 1 Hydro -- MEQ Exhibkit 10.
i 2 hasn't necessarily named. 2
3 The first is the aperation and maintenance 3 --- BXHIBIT MKO-10: Tabs 1, 2 and 3 of the QM Policy
4 guideline for physical facilities on Indian Reserves. ‘The 4 ‘Handbook.
-4 #econd is the capital management policy, that we've discussed s
[ where policies were subsumed in 1983, 1if that's coxrect. % MR. MICHAEL ANDERSCNN: And &g it's referxed to
7 And then the April 1sth version of that policy 7 further, tor example, in argument refer to it as tabs 1, 2 and
8 is updated, which is the current policy. 2and if that's 8 3, if chat's acceptable?
-] acceptable, each of these three (3 documents I would suggest 9 THE CHAIRMAN: Exactly.
10 might be given an exhibit number. 7 L 10 MR, MICHAEL ANDERSON: All right.
11 And I have copiea that will go Eou;:e distance, 11
12  but, we would undsrtake to make multiples for everyone, if iz (BRIEF PAUSE)
. 13 that's acceptabla. 13
14 MR. ROBERT MAYER: I this the Q&M handbook 14 THE CHAIRMAN: We will receive it as MEO
15 that was referred to? 15. EBxhibit 10, with thieé (3) tabs in it and in argument if you
16 MR, MICHAEL ANDERSON: Yes. 16 wish parties may reference tabs ae.pa.ra.tel'y a8 (&), {b) and
17 THE CHAIRMAN: M8. Ramage, do you have any 17 {c).
18  objection? is Anything further Mx. Anderson?
19 HS. PATRECIA RAMAGE: I have no obkjection, I'm 139 MR. MICHAEL ANDERSON: Those are the matters
20 just wondering if it's necessary to give it three (3) 20 that I had wanted to have Mr. Mills provide clarification om,
pal axhibite, it looks like one book, that's what T thought I was 21  Mr. Chair. That's my direct examination of this witnegs.
22 agreeing to. 22 Thank you very much.
23 MR. MICHAEL ANDERSON: Well, there's three (3) 23 THE CHAIRMAN: Thank you, sir.
24 documents in the book -- yeah -- 24 Hr., Peldachmid, do you have any questions for
Jzs THE CHAIRMAN: We'll receive it as Manitoba 25 Mr. miils? ’
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1 MR. JURGEN FELDSCHMID: No, Mr. Chair.
2 Thank you.
3 THE CHATRMAN: Mr. Buhr is not present,
4 Mr. Hayden is not present.
5 Mr. Wwilliams do you have any questions for Mr.
6 Millay
7 MR. BYRCN WILLIAMS: No, thank you.
8 THE CHAYRMAN: Ms. MeCaffrey, repressnting the
$ Manitcba Industrial Power Users Growp, do you have any
10 questions?
12 ‘ MS. TAMARA McCAFFREY: No, we do not.
12 THE CHAIRMAN: Thank you.
13 Ms. Melnychuk is not present.
14 Ma. Pleming ia not present.
15 Mr. Buchart, do you have any questions?
16 MR. MARKUS BUCHART: Yesg, Mzr. Chairman, I have
17 a few.
18 THE CHRIRMAN: Please proceed.
19
20 CROSS-EXAMINATION BY MR. MARKUS BUCHART:
21 MR. MARKUS BUCHART: My question for the
22 witness is, juat to make -- be perfactly clear, the diesel
23 communities are funded according to a formula that's fairly
24 rigid and it'g not affected by usage, is that -- ig that
25 correct?
Digi-Tran Ine. Copyright Protected 1.800-663-4915
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1 noted on the record, that there has heen no discovery procega,
2 80 you may not get my usual quality of cross-examination,
3 here,
4 THE CHAIRMAN: Me. Ramage, you, and others in
5 the room, are in the same predicament and we appreciate that.
[
7 CROSS~EXAMINATION BY MS. PATRICIA RAMAGE:
8 MS. PATRICTIA RAMAGE: Nr. Mills, you provided
L] a series of calculations and comparipons based on formula
10 funding, today. And just to make pure we're refercing to the
11 right cones, we were talking about numbers in the area of -- it
12 wag -- it was dealing with the 100 percent versus 20 percent
13 funding, and -- and where you calculated if the Band was baged
14 all on a factor one {1}, I think.
18 MR. FREDERICH MILLS: 5 this the —-
16 MS, PATRICIA RAMAGE: Do you know which --
17 well, that's -- this ia where I'tn getting to —-
13 HR. FREDERTCH MELLS: -- & sample of it.
19 MS. PATRICIA RAMAGE: That's a sample. Do you
29 have -- it appeared that there was a document that might have
21  given ws the whole picture. I'm wondering if there was a -- a
22 astudy done --
23 MR. FREDERICH MILLS: I did. There was an
24 anazlysis done, based on categoxy 3 items, generally speaking,
)] 28 as a group of items, and only on the electrical part. Band

10
11
12
13
14
15
18
17
1B
1%
20
21
2z
23
24

25
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MR. FREDERICK MILLS: That's correct,

MWR. MARKUS BUOCHART: So therefore, if there's
a change in usage, it doesn't affect the Federxal Government,
the change falls entirely onto the Pirst Nation community?

MR. FREDERICK MILLS: Yea. If the power usage
in the community increases to -- or, the power of a particular
facility increasss, we atill only provide what the formula
generates. The Pirat Natione have to -- to pick up the
additicnal cost or go through a FowerSmart Frogram to try and
reduce the amocunt of power they're using.

NR. MARKOS ﬁuﬂ-mm‘: Okay, that's right. So,
if usage increapes, that falls entirely on the Pirst Wation .
And can you confirm that DSM efforts, if they're succesaful in
reducing costs, the cost would benefit the Pirst Nations
community, entirely?

ME. FREDERICK MILLS: Yeg, we would not reduce
the OEM funding for a community if they put a Power Smart
Program in apd -- and saved S0 percent on their power rates.

MR. MARKUS BUL':IAR'l.': ‘Thank you. Those are my
questions.

THE CHAIRMAN: Thank you very wmuch, Mr.
Buchart. Ms. Ramage, are you ready to pose your questions?

MS. PATRICTA RAMAGE: Yes, I am, Mr, Chairman.
But by way of comment, I would reil:era(:e -« or I would just

like to bring te your attention what I believe waa already

DighTran Inc. Copyright Pratocted 150060
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that was what Michael Anderson had referred to.
MS. PATRICIA RAMAGE: And do you have a copy

of that analypis? )
MR. FREDERICH MILLS: I do not have a copy of

that analysie with me, no.
MS. PATRICIA RAMAGE: Could you undextake to

provide us with a copy of that analysig?
MR. FREDERICH MILLS: Yes.

-=- UNDERTARING NO. 13: To provide a copy of the analyasias
prepared by Frederick Mills, based

on category 3 items, electrical

only.

CONTINUED BY MS. PATTI RAMAGEH!:
MS. PATTT RAMAGE: and would the analyais

contain, im it, the agssumptions that you have brought to the
table when you're conducting that analysis?

MR. FREDERICK MILLS: No, assumptiens aren't
included on the analysis.

MS. PATTI RAMAGE: Would you be able to
provide us with those assumptions, also?

MR, PREDERRICK MILLS: I suppose.

M5. PATTI RAMAGE: Sa, 40 I hava the

undertaking, just to get that word on the transcript?

Digi- T Ine. Copyright Protocted
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1 THE CHAIRMAN: Mr. Mills?
2 MR. FREDERICK MILLS: Yen.
3
4 -~- UNDERTAKING NC. l4: ' To provide the list of
s asgsumptions, not contained in the
& Teport.
7
B THE CHAIRMAN: Mg. Ramage?
9
10  CONTINUED BY MS., PATRICIA RAMAGE:
il MS. PATRICIRA RAMAGE: Mr. Mills, you've
iz referred to block funding or cove funding. Do you believe
13 that th-e overall block funding, provided to the First Mationa,
14 is adequate for these communities?
15 MR. FREDERICH MILLS: I'm unable to comment on
16 that because I'm no -- I'm not fully aware of all the needs of
i7 the First Nations in all the areas that we provide resourcing
18 in,
L9 I do know that we do get a block of funding.
20  And I'll use an example, say itis $100 million, and we talked
21 about education, social, capitsl, O&M and Indian government
22 support;. That money im divided among thoge preograms as Lo
23 whether it's encugh to meet the needs within l;.,hat total
24 envelope.
425 I'm not at liherty to ansiwer ti:at. I don't kniow
DighTraa Inc. Copyright Proteceed T-L00-563-4915
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1 name, they're pot in Canada's nama.
2 MS. PATRICIA RAMAGE: Was Mandtoba Hydre
K] consulted when those -- when those facllities -- when the
4  devolution took place of those facilitieg?
S MR. FREDERICH MILLS: Ho.
& M5. PATRICIA RAMAGE: And on whose
7  instructions did -- you -- you indicated that the education
8 authority, the bills were previously f.omrded‘ to ML, on
9 whoae inatructions was the billing changed?
i0 MR. PREDERICH MILLS: I'm not pure if ¥
11  understand the question. You're asking we to determine who
12 told somebody to do something?
13 HS. PATRICIA RAMAGE: Wall Manitoba Hydro
14 would -- typically would have a bill in a customer's name and
15  that bill would stay in that customer's name until someone
16 told them td change it?
17 MR. FREDERICH MILLS: I -~ I don't know who
is told Manitoba Hydro to change the billing, I wasn't party to
19 those -- if there was discussions, I wasn‘t a party to them.
20
231 (Bafs? PAUSE)
22
23 MS. PATRICIA RAMAGE: puring your testimony
24  you indicated that in Lac Broche, a new arema was built for $3
[25 million in the 1990s. When that was built, wouid the same

Puge 4405
1 because I don't deal directly with the First Nations. We

2 allocate the resources we get.

3 MS. PATRICIA RAMAGE: Ts ct;e electrical

4 portion of that funding significant -- gufficient to -- to

5 meat the Pirst Nations needs?

6 MR. FREDERICH MILLS: We haven't undertaken an
7 analysis of our formula versus actual billings.

-} MS. PATRICTIA RAMAGE: Do you have any reason
9  to belisve Manitoba Hydro has sought to xecover more than its
10 costs in the diesel communitieg?
11 MR. FREDERICH MILLS: fNot to my knowladge.
12 MS. PATRICIA RAMAGE: How, during your

13 discussion with Mr. Anderson, you indicated that Canada has
14 not been a customer since the 19%0's. On what do you base
15 that statement?
16 MR. FREDERICH HILLS: In that wa have oot been
17 a direct customexr, we don't get billings in our name. We
1ig don't -- we don't own or operate facilities in_ Firat Nation
19 commanities anymore, First Fations operate them.

20 - An pxample would he, prior te 1990, schools
21 were owned and operated by the Government of Cananda on behalf
22 of First Nations. During what we would call tha devolution

23 process, we turmed those services over to First Ratiens,

| 24 including the facilities, including the operation and

26  maintenance and the hydro bills are niow in the First Nationgt
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1 formula of funding have taken place, the 20 pexcent/st

2  percent/109Q percent.,' in terms of a Pederal contribution to

3 . that building?

MR. FREDERICH MILLS: Im terms of contribution

s  for operation and maintenance, yes, the twenty (20) -- we

&€ would only -- we would have taken the aize of the facllity and

7 the formula and provided 10 percent of the formmla.

MS. PATRICIA RAMAGE: And the capital portiom?
] HR. FREDERICH MILLS: The capital portion I

19 beliave we only put in two hundred thousand dollars

11 {$200,000), which is our authority -- maximum authority for

12 what we consider wulti.purpose buildings.

13 Mg, mecx# RAMAGE: And would the subsequent

14 electric bills coming out of the ecreation of this building

15  have been calrculated into your funding formulas?

16 MR, FREDBRICH MILLS: Na, they would have heen

17 calcu) -- the electrical would have been calculated in as with

18 all our other formulas. The same formula applies to ar-enas.

19 applies to Band officea, applies vo warehouses, applies to

20 schools.

The . the only variance is the amcunt of

And in

21
22 funding that -- that INAC provides to First Nations.
23 the case of arenas or -- or what we deem to be community

24 buildings, it's 20 percent of the cost, of the formula cost,

25 formula generated cost.
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1
2 {BRIEF PAUSE)
]
4 M5, PATRICIA RAMAGE: So the Pirat Nations
5 would have come up with the balance of that money?
3 MR, PREDERICH MILLS: The Firgt Nations would
7  be responeible for finding the -- the balance of the resources
8  to pay the bills.
b4 MS. PATRICIA RAMAGE: Now yocu've algo
10 discussed the -- what we refer to as the -- the transition
11 from the 15 amp to the 16 amp to enhance service.
12 You indicated you had reviewed the records.
13 Did you find anything in those records indicating INAC or
14 Indian Affairs had chjected to the enhancement?
b1:1 MR. FREGERICH MILLS: Na.
18
17 (BRYEF PAUSE)
18
13’ MS. PATRICIA RAMAGE: That's all our
20 questions, Mr. Mills.
21 MR. FTREDERICH MILLS: Thank you.
22 M3, PATRICIA RAMAGB: Thank you.
23 THE CHATRMAN: Thank you very much, Ms.
24  Ramage. Ms. Kalinowsky...?
25 MS. KATHY KALINOWSKY: It's a very rare
Digi-Tren Inc. Copyright Protocted 1-800-663-4915
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1 up and how we slice it, determines how much money we have for
2 certain programming areas.
3 So, if we can have savings for lack of a better
4 word, in one programming area, we are able to put those monies
5 into another program area, again the Funding going to the
6 Firast Nationg for their use and benefit.
7 MS. RATHY RALINOWSKY: Hell, could you explain
8 to me then, how the sample formila would change then if the
9 Public Utilities Board were te eliminate the surcharge and
1o perhaps you can have reference Lo your MKC Exhibit 87
ii MR. PHEDERICH MIILS: O Brhibit 8, if you were
1z to go down to the area near the kettem where it talke about
13 electric cost, INAC's share, Pirst Nations share, the pample
13 formula akove s generated on a land Iine, and that's I guess
15 for the reat of the Province.
16 Thelr ~- their electric costs would be $3,526
17 dollars, We would fund $705 dollars of that. On diesel right
18 now, their cost is $54,294, we provide them $10,000.
19 So there would be substantial decreass for
20 which First Nations would have to pay:
21 MS. KATHY KALINOWSKY: So, by con.;.luming the
22  pame ampunt gf electricity, then the Firpt Natiens bill wouid
23 be $2800, where as currently it's $§43,000, fn your example --
24 $40,000 -~
25 MR. FREDERICH MILLS: No, in the example, the
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occasion when a lawyer estimates approximately a half an hour
of cx-'os's—examination and then gives five (5) minutesa or ten
{10} minutes of cross-examination.
M5, PATRICIA RAMAGE: I told you I didn't want
to disappoint the Board by going over.
MS., FATHY ERLINOWSKY: Yes, Mr. Chairman, I'm
ready to proceed and Just kind of wrap up a number of

queations and i{nvestigate some different pcenarios.

CROSS-MTION BY M5. EATHY KALINOWSKY:

MS. KATHY KALINOWSKY: But as a posaible
scenario, Mr. Mills, if the Public Utilities Board, as part of
its rate getting, were to eliminate the gurchairge in its
entirety and set all the rates for the diesel zone as
identical to those in the rest of Manitgba, would that be the
best case scenario for INAC?

ME. FREDERICH MILLS: That would be the beat
case ascenario for First Nations. As they are the ones that
have to pay the maj;:rir.y of thoge bills. It would reduce our
expenditures in the 0&M area, which would allow us the benefit
of taking those resources and moving them into one of eur
other program areas, osuch ag capital, for the provigiona of
nmore houses or whatever.

But, we have -- like I sald before, we have a

block of poney tliat we have to work within and we slice that
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tatal electric cost is what the Pirst Nation has te pay.
Okay. It's $3,526, it's they're on land line, that's what we
approximate the hydro bill to be For that facility.

on diesel we're approximating it to ba §54,000.
Of the 54,000, we contribute 10,800 to the First Raticns for .
The First Nation has to come up with 343.000.l

And the pame thing with the land line, the

that bill.

$3,526, we contribute to the First Nations based on the
formula of $705 and the Pirat Hatfons have to come up with
§2,820.

MS. KRTHY FALINOWSEY: And, of course, as you
mentioned earlier en these aren't indeed actual costs, these
are indeed formula driven?

MR. FREDERICH MILLS: That'a right.

MS. FATHY KALINOWSKY: In your view, what
actions sheuld the Public Utilities Board take to address the
potential mis-match bebtween the coste and the funding?

MR. FREDERICH MILLS: I don't really have a
We're not -- we're not a customer of

We do fund

comment on that.
Manitoba Hydro directly in these communities.
Pirat Nations and whatever beaefits can be derived from
decisions of thia Board to assist thome First Nations would be
greatly appreciated hy all.
THE CHAIRMAN: I would expect that would be the.

came, Mr. Mills, but, I guess it goes back to the guestion 1if,

Digh-Tram Inc.
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there jan't sufficient funding to support the infragtructures
that are in those communities, whose responsibility is ie?

Xa it the general conswumers of Manitcba Hydro
or ia it the Federal Government or im it the Provincial
Government ox who is it?

MA. FREDERICH MILLS: I'm not able to comment
<n that because I think that comss down to some legal matters
of which I'm not privy to, nor am I a lawyer.

THE CHATRMAN: And I didn’t want to put it in
the legal context, but, I mean it goes back to the root of Lthe
problem, if there isn't pufficient resources in the
communities to handle thelr infrastructure costs, at the
present time DIAND (phonetic) is the one that is providing
mopt of the resources to those commumnities, is that not
correct?

MR. FREDERICH MILLS: We provide resourcing to
the commmmnjty. We don't provide all the rescurcing to the
communities.

THE CHATIRMAN: Underatocd. ~

MR, FREDERICH MIL1S: The Province provides
funding, m;alt.h Canada provides funding, Solicitor General
provides monay, HRODC provides money end various government
departments within the Province provide rescurces, to agsist.

S0, T don't* know what the breakdown would be,

whether wa'te the majority, or whether weizre half or whethex

Iigi-Tran {ac.
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MR. FEEDERICK MILLS: |That's right,
ME. KATHY RAYYNOWSEY: And, in fact, if they
have federal funding that provides for their energy costa,
whether it's electricity or natural gas, and matuzal gas has
apiked in the past. They could alsc be subject to = bit of a
reavenue ¢runch? 7

. MR, FRFDERICK MILLS:
don't, know how other government departments formulas work.

I would assume so, I

But, if it's similar to ours, then, yes, they would be.

M3. KATHY KALINOWSKY: Thank you for that. I
just want to keep that at a very high level., But have you had
an opporvuniiy to review the wé-direct examination of Mr.
Robin Wiens that was provided yéste:day?

" MR. FREDERICK MILLS: No, I have not seen it.

{BRIEF PAUSE)
MS. FATHY KALINOWSKY: ZAnd you mentioned that
the formula has increased for inflation and it was about 1.38
percent, which is probably derived from the .CPI Index?
MR. FREDERICK MILLS: To be honest with you,
I'm not sure where the 1.988 percent comés from. All I ¥now,
that's -« that's what it ia. ’
M5, KATHY KALINOWSKY: Angd over time, ta the

best of your knowledge, the cost of providing diesel service:
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we're 50 or 70 percent., But we do provide resgurces to the

Firat Nations.
THE CHATRMAN: Thank you Mr. Mills.

Ms. Kalinowsky?

CONTINUED BY MS. KATHY FALTNOWSKY:

MS. FATHY KALTNOWSKY: Mr. Mills, just moving
along here, as you mention there's different types of core
funding. And at a very high level would you agree with me
that powiewhat similar funding, albeit different formulas, may
exist elsewhere in the pPederal Government?

MR. FREDERICK MILLS: At a high level, meaning
like, from Treapury Board out to other government departments,
yas. That's how the government departments are funded, now,
aa well ag -- the same as ug, through a -- through a c¢ore pilus
a -- an inflation factor or an increase.

M5, FATHY KALINOWSKY: aAnd so similar funding
formulas have increases that are, indeed, such as the one that
INAC experiences, which ig the -~ I think it was 1.9 percent.
Those other government depaxtments might also experience
revenue crunclies?

MR. FREDERICK MILLS: Yes.
MS. FRATHY KALINOWSEY: And those othex
governnent departments could be health authorities, they could

be mahicipal gevernments, local town councils?
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has greatly -~ or has greatly increased, substantially cver

1.9 percent per annum?
MR. FREDERICK MILLS: T don't know that for a
It's increased substantially over --

Hydro hag

fact but I assume so.
over the tariff that's currently in -- in place.
provided us some cost analyais in -- indicating that, but
they're not recovering all their costs.

So, I would -- I don't kmow what caused those
increases, whether it's additional capital expeaditures or the
cogt of fuel or what it is.

MR. MICHAEL ANDERSON: #r. chair if it night
asslgt Ms. Kalinowsky, did you mean in absolute termsg, in
terns of the rate? Or did you mean in terms of the bill
that's baing faced, or both?

MS. KATHY KALINOWSEY: In terms of the actual

rate.
MR. MICHAEI, ANDERSON: Thank you.

MS. KATHY KALIBOWSKY: Mr. Anderson, perhaps
you could provide to your witness a letter from INAC to Mr,
fArennan, who's the President of Manitoba Hydro. It's found at
MRQ/MH 1-77 »

MR. MICHAREL ANDERSON: It's in your binder,
Mr. Mills, but here, you can take my copy.

MR. FREDERICK MILLS: Ts that of Janvary 30th,

20917
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1 MS5S. KATHY FALINOWSEKY; Yeg, that is.
2
3 {BRIEF PAUSE)
4
$  CONTXNUED BY M5. RATHY KALINOWSKY:
5 MS5. KATHY KALINOWSEY: and just to make sure
7 that che Board Members are privy to this, and I don't knmow if
8 all of thewm have that in front of them, at this moment, but I
o believe Ms. Ramage wan also referring it to you -- referring
10 this to you, in her cross-examipation.
11 But, could you actually just read in those two
iz {2) paraglraphs into the record, sir?
13 MR. FREDERICK MILIS: Okay. This is a letter
14 dated January 30th, 2001 to the President of Manitoba Hydro,
15 from the Regicnal Director General, Lauren Loehrane, at the
16 time.
17 "I acknowledge receipt of your letter of
18 November 3oth, 2000, and received letter
19 from your customer gervice section of
20 Jandary 17th enclosing accounta. You
21 indicated in your letter that the Grand
22 Chilef, Francia Flatt of MKO advised r._hat the
23 First Nations have takent the position that
24 they no longer pay govexmment surcharge
25 related to the provision of diesel
Digi-Tom Inc. Copyright Protected 1-200-563-4915
3 popition taken by INAC?
2 MR, FREDERICH MILLS: Yes, 1t is.
3 MS. FATHY RKALINOWSKY: And in fact at
4 apptoxin}ately & year ago, at the time of the Application, as
5 Manitoba Hydro han filed, the revenue shortfall reélating' to
6 this wasg £700,000, would you agree with that, subject to
7  check?
8 MR. PREDERICH MILLS: Subject to check, yes.
g MS. KATHY KALINOWSKY: And if this has not
10 beex resolved it's likely been increased substantially since
11 that period of time?
12 MR. FREDERICH MILLS: It probably has
13 increased. I don't know how substantially.
14 M#. KATHY KALIROWSKY: And this contractual
15 dispute gtill remaine ongoing?
16 MR. FREDERTCH MILLS: I don't --
17 MR. MICHARL ANDERSON: I'l) objeckt to that
18 question, I don't chink it's a contractual dispute, and we
19 don*t accept that categorization.
20
21 QORTINUED BY MS. KATHY KALINOWSKY:
22 MS. KATHY KALINOWSKY: Sorry, I'1l just
23 rephrase the question them. Thia dispute still remains
24 ongoing, and I apologize for that, My, Anderson.
| 25 MR. FREDERYCH MILLS: I don't know if it's a

Digh-Tran Toc.
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1 - electrical services to the communitiea of
2 Brochet, Lac¢ Brochet, Tadoule Lake and
3 Shamattawa. Ao a yvegult of this position
4 taken by Firast Nations, you Indicated that
5 Hanitoba Hydro has no optionm but to bill the
1 Government of Canada directly. I am
7 returning the bills te you, %8 it is the
8 position of the Government of Canads, that
9 Manitéha bas no right to bill it directly
10 for services provided to First Nations. The
33 Pirst Natioha, not the government, are the
12 ugerg and purchasers of power and aal such,
13 are the cystomers of Manitoba Hydro. Canada
14 does not provide -- Canada does provide
15 . assistance t& First Rationg to pay for Band
1e expensed. but does not by so doing, accept
17 1iability to pay those expenses.
ig In circumstances, the Govermment of
1% Canada will -~ in this circumatance, the
20 Government of Canada will not accept
21 reaponeibility for direct payment of any
2 bille for aervices provided to Pirat
23 Nations. A1l accounts should be sent to
24 your’ customers, the First Nationg."
25 MS. KATHY KALINOWSKY: and is thia zcill the
Digi-Tran Inc. Copyright Protected 1-800-61
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1 dispute, I would -~ this discussion's still taking place,

2 we're exchanging inforwation back and forth.

3

4 (BRYBF PAUSE}

5

& M3, KATHY KALINOWSKY: And do you #ant to

? share with the Board any of the exchanges that have occurred

B back and forth in regards to this?

E] MR. FREDERICH MILLS: I have amma;rized our
10 discussions, and was not crogs-examined by Manitoba Hydro on
11 it, so I assume that my swomary wag correct.
a2 MS. KATHY KALINOWSKY: In the early to wmid
13 1990a an agr t wag hed between Canada, Manitoba and
14 Manitoba Hydro to provide fupding to connect seven (7} diesel
15 Bites on the east side of Lake Winnipeg to thé Manitoba Hydro
16  main grid. Do you recall that, sir?

17 MR. FREDERICH MILLE: Yes., That's the

18 Rorth/Central Hydro Project. .

19 MS. EATHY KALINOWSKY: Yes, exactly. And the

20 funding terms were, subject to check, that Canada would

21 contribute 75 percent, Manitoba would contribute 15 percent

22 and Manitoba Hydro would contribute 10 percent?

21 . MR. FREDERICH MILLS: _ I helieve so.lchat

24 that's coirect, subject to verification.

25 MS, KATHY XALINOWSKY: If INAC undextock such
Digi-Tean Inc. Copyright Pratected 130065
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1 a program te connect thoge particular sites on the east gide
z of Lake Winnipeg, does INAC have any plans for Canada to
3 contribute to the remaining four {4} communities?
4 MR. FREDERICH MILES: We have mo plans to
5 contribure to Hydro distribution at this time.
6 MS. KATHY KALTROWSKY: then can I ask you if -
7 - if it's at all posaible, fox you to answer, why would INAC
8 contribute to those seven (7} communities, but not the other
- ] four {4)}7
10 MR, FREDERICH MILLS: I haven't decided -- we
11 haven't decided whether or not we would contxibute to the
1z other four {4}. I sald we're not in the poaition to anawer
13 that, we haven't -~ we haven't decided to contxibute anything
14 at; this time. -
is hs to why Canada contributed money to the
16  Rorth/Central Hydre Preject? I'm unable to answer that
17 quastion, as I wasn't party to the diacussions.
18
13 {BRIEF PAUSE}
20
21 MS. KATHY KALINOWSKY: I den't know if you can
22 answer the next couple of guestions I have, Mr. Mille. But
23 recognizing that in other juriasdietions, other Canadian
24 provinges and different terrxitoxies, they also have asome
| 25 remote Firast Nation sites that would also likely have diesel
Digi-Trom e, Copyright Protected 1-400-6634915
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1  Affairs, are Firet Nations present?
2 MR. FREDERICH MILLS: Firgt Nations have been
3 present, but not at all the discussions. In fact, I believa,
4 ¥ can't resesber the last date w& had 2 meeting, but, they
5 were involved,
6 But, we have sent them aeveral letters back to
7  Manitoba Hydro that they need to involve their customers in
8 these discussiona.
9 DR, KATHI AVERY-KINEW: ©On what bagis are you
10 participating in the discussions then if the First Natlons are
i1 the customers?
12 MR. PREDERTCH MILLS: 5o that we're aware of
13 what's happening in the First Nation communities.
14 DR. KATHI AVERY-KINEW: So, you'ze educating
15 Manitcba Hydro?
18 MR. FREDERICH MILLS: And provide an education
17  to Manitoba Hydro on how we fund Firat Hation commminities --
18 DR. KATHI AVERY-KINEW: Thank you --
19 MR. FREDERICH MYLLS: -- so that their aware of
20 the implications of the tariffs.
21 DR. KATHI AVERY-KINEW: And you're not
22 repreqenting Pirst Nations? ‘
23 MR, FREDERICH MILLS: No.
24 DR. XKATHI AVERY-RINEW: FPurely educatlional.
il 25 MR. FREDERICH MILLS: No, it's more of an

Dig-Tram Ine. Copyright Protected 1-£00-663-4915
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1 genexation?
2 MR. FREDERICH MILLS: Yen.
3 MS. FATHY KALINOWSKY: 2And can you briefly
4 explain to the Board, to the bagt of your knowledge, what the
5 experience is elsewhere, to recover such costs?
6 MR. FREDERICH MILLS: I'm act -- honestly not
7 aware of exactly how they do it, but I assume they recover a
8 lot of those coats through -- through their tariffs.
-] MS. RATHY EALIROWSEY:  And are you awars
10 whether there -- Govermment surcharges exist elsewhere other
11 than Manitoba?
1z ‘MR. FREDERICH MILLS: ®o, I'm not aware.
13
14 {BRIEF PAUSE}
15
16 MS. FATHY KALINOWSKY: Mr. Chairman, I'd like
17 to thank very much, Mr. Mills, for coming in and changing his
18 travel arrangements and obliging the Boarxd with his presence
19 and anaswering the questionas. Thank you very much, that
20 concludes my cross-examination, sir.
21 THRE CHAIRMAN: Thank you, Ms. Kalinowsky. ©Dr.
22 Einew?
23 DR, KATHI AVERY-KINEW: Mr, Milla, I was just
24 wondering on what basig -- I understand you're having
28 informarion and discussions with Manitoba Hydro ang Indian
Digi-Tewh Inc. Copyright Protoctod 1-890-5¢
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L  educational pxocess.
2 DR. FATHI AVERY-KINEW: Thank you.
3 THE CHAIRMAN: Mr, Mayex?
4 MR. ROBERT MARYER: Sir, I wasn't here for the
5 1894 Hearings so if I've missed something, I'm spure somabody
[ is going to tell me.
7 But, I'm iooid.ng at two (2) agreements that
B became exhibits in this cause, one agreement dated April Ist,
g 13977 another one datsd 1972, One opens with thay'ré
10 agreements between Manitcba Hydro Electric Board and Her
11 Majesty the Queen in Right of Canada.
12 I recognize I'm not likely to get an
113 opportunity to cross-examine Her Majesty when she arrives here
14 next month, so you're the closest 1've got.
15 ‘ These agreements start off with, whereas Her
15 Majesty has requested Mapitoba Hydro to undertake the
17 geceration and digtribution of electric power and energy at
i8 Shamattawa.
19 And the other one says, whereas Manitoba Hydro
20 and Her Majesty -- no sorry -- whereas Her Mafesty has
21 requested Manitoba Hydro to undertake the generation and
22 distribution of electrical power and energy at the community
23 of Tadoule Lake er ceterxa.
24 Tt would appear to me, at least from the two
25 {2) agreéments that I have, that somebody representing Her
Digi-Traa Inc. Cogyright Protected 1-800-66
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Majesty in Right of Canada. agked Manitoba Hydro to become
involved with a community, that I taxe it from reading the
zgreements, they would not exdinarily beed involwved in, Am I
correct in that?

ME, FREDERICH MILLS: I don't know that they
would fnot have been ordinarily involved with them. I do Xnow
2rd I ¢ant Cell by the agreements, as you can, that obviously
they were regquegted to enter the reserve to provide power.

ME. ROBERT MAYER: And then --

MR. FREDERICH MILLS: -- on what bagisz that was
given I don't know.

MR. ROBERT MAYER: And the power and the entry
inte the community was, if you've looked at the agreements
very ohviocusly, on tertain terms and conditions.

MR. FREDERICH MILLS: At the time, yes.

MR. ROBERT MAYER: And those agreements lasted
for varidus periods of time and thexesafter from year Lo year
unless and until cancelled by somebody, is that correct?

MR. FREDERICH MILLS: They lasted for a period
of time and I believe they lasted on a year to yﬁr basis 'til
the tariffe ware approved by the Public UDtilities Boaxd in
1954, the rate structure of those agreements, not necegsarily
the capital costs. .

There wan lots of digcussion, I balieve, going

on between Manitoba Hydrt and Indian Affairs at the time, in

Digh-Trsn Inc.
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1 terms of upgrading diesels and whether or not -+ who should be

2 paying for those costs.

3 and I believe that was part of the reason that
4 Hydro came to the Utilitjes Board to subsume all those costa
5 into thSBe rate structures. But you'd have to confirm that

6  with Manitoba Hydro.

7 MR. ROBERT MAYER: My concern ip, sir, that

8 each of these agreempnts -- the two (2} agreementa, the one

% relacing to Shamattawa and the one relating to Tadoule Lake,
10 in any event, which are the only ones I have, both have a term
il and they say they will coentinue therezfter from year to year,
12 until terminated wpon, I believe ft's gix {6} monthe notice.
13 ‘ When were those agrcements terminated, sir?
14 MR. FREDERICH MILLS: I don't know. I would
15 have to research and f£ind out.
MR. ROBERT MAYER: Do you know 1f they were

16
17 terminated, sir?
18 MR. FREDERICH MILLS: I can't answer that. I'd

13 have to research.

20 MR. RCOBERT MAYER: In any event, am I correct

21 in assuming, that at some point in time, without invelvement
22 of Manitoba Hydro and I understand why, because they wouldn't
23 have been parties, the assets in these diesel communities,
24 devolved -~ the fipancing devolved to the First Nations and

25 INAC then takes the position that we don't have a
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responsibility anymore to Manitoba Hydro, despite the fact we
invited them in n;xd had them set up the facilitles and become
involved in the community.

Is that the position I'wm hearing?

MR. FREDERICH MILLS: Yeah, that's more of a
fzct than a position. Manitoba Hydro and I can only assume
why Manitoba Hydro was invited in 1972 and agein in 1981, was
the Ea.t_:t that, at the time, Manitoba Hydro and I believe still

s aml somebody can coxrrect me if I'm wrong, therxe's lot of
lawyers in this room, so I'm gure they know the law bettex
than I do -- that Manitoba Hydrc has a monopoly for the
provision of -- of hydro services in the Province of Manitoba.

So they were invited in to, at the réquest of

Her Majesty, to provide power.
MR. RCBERT MAYER: I'm not --

MR, FREDERICH MILLS: -+ %0 these communities.

MR. ROBERT MAYER: I'm not going to --

MR. FREDERICH MILLS: And we assisted them in
getting them to ¢ome into these communities by providing some
capital contributions.

MR, ROBERT MAYER;: That's nokt what the
agreement sgays, sir. It says, you invited them in, you askad

them in.
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1 MR. FREDERICH MILLS: It says, we requested

2 Manitoba Hydro --

3 MR. ROBERT MAYER: Yea.

g MR. FREDERICH MILLS: Right.

S MR, ROBERT MAYER; Now --—

6 ME. FREDERICH MILLS: And we reguested them,

? based on the fact that they have a monopoly for providing the
] powar services to all citizena of Manitoba, reg‘a.rd}esa of

g where they live, within the Province of Maniteba.
io MR. ROBERT MAYER: And regardlesg of the fact
11 of whether or mnot they have any authority to enter upen the
112 1ands?

13 MR, FREDERICH MILLS: They can seek that

14 authority and that's why we requested them to come in, 80 that

i5 they would have that authoyxity to enter the lands for -- to
18 provide the resource -- the power.

MR. ROBERT MAYER: Can I get an
undertaking -- I quess I -- I should be asking Mr. Henderson

17
18
19  rather than Mr. Anderson, for this, in light of Mr. Henderson

20 is your counsel, for the dates as to when each of those

21 agreements were terminated?

22 MR, CRAIG HENDERSON: I°'1ll undertake to see if
23 we can provide that informatien to the Board, Mr. Mayexr.

24 It may be a legal question, I don't know

25 whether Hydro has any information with respect to this, as to

Drigi-Tran Ine. Copyright Protecied
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1 whel:her or not l:héy, in Eact, have been terminated and under
2  what conditions.
3 MR. ROBERT MAVER: Unfortunately, Mr,
4 Hendersoa, I have missed my opportunity to deal with Rydre on
L3 this very issue. And you're what's left.
[ MR. CRAIG HENDERSON: What I -- wkat I'm --
7 what I'm suggeating to the Board, and I'm hot suggesting that
8  Ma. Ramage has an angwer for -- for the Board. here. It may
9 be a question of law as to whether or not they -- when they
10 were terminated and that would be gsomething that you're asking
11 for Canada to provide a legal opinion as to when and under
12 what eircumstances these agreements were teyminated. That
13 will be something that we‘ll have to take \.mde;r advisemsnt,
14 whether or not we're prepared to --
1s MR. ROBERT MAYER: Pleage, sir, I -- I just
16 noticed that the two (2) agreements I referrsd to, had
17 provisions -- specific provisions, for termination.
18 MR. CRAYG HENDERSON: That's c¢orrect.
13 Mit, ROBERT MAYER: Otherwise they went on from
20 time to time.
21 MR. CRATIG HENDERSOM: That'as correct.
22 MR. ROBERT MAYER: Unless somebody leglslated
23 them out of exiotence. Unless that was us, I don't know who
24 might -- I'm not sure we have the power to do that.
25 ! MR. CRATQ HEWDERSON:  Again, Mr. Mayer, it may
DighTrin Inc. Copyright Protected 1-800-663-4915
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1 Mr. Anderson, do you have -- Mg. Ramage?
2 MS. PATRICIA RAMAGE: I juslt had one (1)
3 comment before we close with this witnesa, and that was with
4 Tegpect to Mr. Mills comment that if he was crossed -- if he
. s wWagn't cr;:>e3=d on a particular gubject, it must mean we agree.
&
7 And I wotuld juat like to clarify that thagp's
& not necesparily the case.
s THE CHATRMAN: Thank you. Underatood.
190 My, Anderson, do you have any re-direct for
11 your withness?
1z MR. MICHAEL ANDERSON: I do, Mr. Chair, just
13 a couple of matters.
14
is RE-DIRECT-EXAMINATIGN BY MR. MICHAEL ANDERSON:
16 MR. HICHAEL ANDERSON: Firat, is a -- just
17 follows the discuasion that we had had about the
i correspondence between Indian Northern Affairs Canada and the
1% Bou-d. in reepect of xepresenting Canada.
20 Manitoba Hydro had, in its cross-examination,
21  had indicated that -- the question was that Canada has not
22  been a customeY oince the 1970's.
23 I just wanted to claxify that imn your comments,
24 you exclusively wexe talking about the Department of Indian
25 and Northern Affairs Canada and made no comment with respect

Page 429
1 be -~ it may -- it may call for a legal interpretation. It

2 may not be that -- that there exists a letter which says, we

3 hereby terminate these agreewents. I don'‘t know that such a

4 letter exists.

-3 MR. ROBERT MAYER: That's what I really want
& to find out.

7 MR. (RATG HENDERSON: That's right. And r¢il

8 undertake to see if such a latter exists and will advige the

9 Board accordingly.

10 As to whether or not we're prepared to give you
11 B -- a legal interpretation as to what our position is with
12 respect Lo when these agreements terminated, that's something
13 that we'll have to consider.
14 MR. RCBERT MAYER:  Thank you, #ir.

is

16  --- UNDERTAKING NO 15: Provide information regarding

dates of termination of the

17

18 agreamenta,

19

20

21 THE CHATRMAN: Thank you. Mr. Henderson, just

22 84 you're clear, ag T understand the Vice-Chair's question to
23 you, he mted a date and time that these agreemsnts were

24 . terminated. He wasan’t expecting 2 legal opindon from you.

25 Thank you,

Cigi-Tewe Inc,
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1 to Health Canada, the RCMP, or others, is that corxect?
2 MR. FREDERICH MILLS: That's correct. I was

3 talking apecifically of Indian and Noxthern Affmiys Canada.

4
5 ‘ " {BRIEF PAUSE)

4

7 MR. NICHAEL ANDERSON: The other question was

-] with regpect to morth-central. 1In the end, who made the

-} decision t6 apptove federal funding for the north-central
10 transmissicn project? )
11 MR, FREDERYCH MILLS: That was the Government
12 of Canada made that deecimion.
13 MR. MICHAEL ANDERSON: And specifically?

14 MR, FREDERTCH MILLS: The Treasury Board of

15 Canada.

16 MR. MICHAEL ANDERSON: All right. Tha

i7  decision not being made, obviously, -- the decision mot being
18 made by officials of Indian and Northern Affaire Canada,

19  Manitoba Region?

20 MR. FREDERICH MILLS: That's correct.

21 MR. MICHABL ANDERSON: To the best of your

22 knowledge, when Manitoba Hydro appr ~- was approached to

23  provide diesel services, could the Northern Ca.nada Pover

24 Commission have provided services in the Province of Manitoba?

25 MR, FREDERICH MILLS: As stated in previous

Digé-Tran Inc. Copyright Protecsed
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testimony, I beliéve that they would not have been able to do
80, because Manitoba Hydro has -- or had or atill Has the
monopoly to provide hydroe electrical services to the residents
of Manitoba.

MR. MICHAET, ANDERSON: And at that time was

the Depaxtment of Indlan and Northern Affairas Canada,

.operating any utility services on an ongoing and regqular

basis, 4 a division or operating umit, to the best of your

k.nuwled.ge?

MS. PATRICIA RAMAGE: Well, Mr. Chairman, this
isn't, I don't belleve, arising out of questions that were
raiged on cross. We're treading into new territory.

THE CHAYRMAN: I was just going to wait until
he finished the gquestion, but I rajsed the same cheervation,
Mr. Anderson. What your redirect eheuld be is with respect to
questicns that are poaed and maybe they were ag a result of
crog@-examination, acme further follow up that you Eelt was
necessary to put on the record.

MR. MICHAEL ANDERSON: $pecifically, Mr.
thair, was the Vice-Chair's commenta with respect to the
request. ‘

THE CHRIRMAN: That's --

MR. MICHAEL ANDERSCN: And Mr. -- and Mr,
Mills raigsed the issus of the basis for the request may not

-- wight b& with respect to the Department's understanding of
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made in 1972.

THE CHAIRMAN:  Thank you very mach, Wz.
Anderson. Mr. Mills, thank you for your presence here today
and enlightening the Board with respect to the operations of
DIAND. I want to thank you for dltering your personal travel

ar 8 to ylate the Board, we appreciate that,

thank you very much, sir.

MR. FREDERICH MILLS: You're very welcome, it

wag my pleasure to be here today, thank you.
(WITNESS STANDS DOWN}

THE CHATRMAN: Thank you, Ladies and
gentlemen, it is alightly before 12:00. Dr. Nicolaou, axe you
ready with yeur presentation to the Board?

MR. COSTAS RICOLAOU: Yed.

THE CHATRMAN: Would you like to come and ait

in front of ua and enlighten us to your views, .wir?
{BRIEF PAUSE}
Thank you.

MR, COSTAS NICOLROU:

(BRIEF PAUSE)
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1 who can provide services in the communities.
2 THE CHAYHMAN: Then proceed.
3 MR. MICHREL, ANDERSON: Thank you, Mr. Chair.
4
- CONTINUED EY MR. MICHAEL ANDERSON:
6 MR. MICHAEL ANDERSOM: And given that thia
7 seems to be a central ipsue in the discussions, could you
8  and/or Mr. Henderson, undertake to determine on what bagis the
9 .mquest was originally made in 1972?.
10 ¥R. PREDERICH MILLS: I don't know that we'd
11 ke able to determine that from our filea, I mean all we can do
1z ig pay that we'll -- wa'll go through and regearch and make
13 inquiriea onto it, but I don't know that thara‘'d be a record
14 of == of the -- of the nature of the request.
i5 MR. MICHARE, ANDERSON: Can you make your best
16 efforts to determine?
17 MR. FREDERICH MILLS: We will make ounr beat
18 efforta to determine if we have such a document.
19 MR. MICHAEL ANDERSON: Thank you, Mr, Mills.
20 Those are all my cquestions.
21
22 -~- UNDERTAKING NO. 16: To determine on what basig the
23 regquest foxr the Department of
24 Indian and Northern Affairs to
5 provide service wasa originally
Digi-Trwn lnc. Copyright Protocted 1-500-6¢
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1 THE CHAIRMAN: Dr. Nicolaou, when you're
2 ready, sir.
3 MR. -COSTAS NICOLAOU: I'm ready, Mr. Chairman,
4 thank you.
s Mr. Chairman, Members of the Board, ladiea and
& gentlemen, I £irst wish to thank the Boazd for gilving me the
7 opportunity for this short presentation on behalf of the
8 Canadian Centre of Energy Policy. .
2 My main purpose in this presentation is to
10 ensure that the number of important facts regarding the small
11 husiness sectexr in Manitoba are put before the Board, as it
12 delikerates on matters before it.
13 We are convinced, Mr. Chalrman, that the amall
14  husioess sector, which as you koow, broadly ovexlaps with &
15 customer category general service small in Manitoha Hydro's
i6 customer classification, needs to be given sericus -attention
17 by the Board, if only for reasons of equitable treatment, as
18 the sector has been represented before the Board for the firat
19 time in these Hearings.
20 It will not be difficult to show that the
21 relative position of the general gervice small and Manitoba
22 Hydro's charge case for electricity use is not envied by
23 anyone and is need of modification so as to relieve the sector
24 from the long term burden.
25 I begin with a very brief demcription of the
Digi-Tran [ne. Copyright Protocted 1-£00-663
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RESUME

Name: Fred W. Mills Home Phone: (204) 268-2341
Business: (204) 983-8790
Address: Box 156 Email: fred.mills@inac.gc.ca
Garson, Manitoba
ROE 0RO
EXPERIENCE

Indian and Northern Affairs Canada
Manitoba Regional Office

December 2010 to present

Special Project Officer
Responsible for documenting the Roles and Responsibilities within the

Education, Social Development and Capital Facilities and Maintenance
Programs. Devolving corporate knowledge to regional employees. Main
support to the Director, Infrastructure and Housing on the Diesel Electrical
file. Provides Strategic advice to Senior Management on various program
and human resource areas.

Achievements
Completed documenting the Roles and Responsibilities in the Social
Development - Child and Family Services programs.

July, 2006 to December 2010

Associate, Director Funding Services Operation
Manages the Education and Social Development suite of programs and

provides advisory, program expertise and issues-related suppon, to
regional senior management, departmental headquarters and regional
field staff, as well as, First Nations and their organizations, and contractors
involved in program development/delivery. Manages Funding Services
Vote 10 Budgets, including budget projections, variances, tracking of
these budgets within Funding Services. Manages the Regional Database
collection, compiling, forecasting and HQ data submissions. Manages a
staff of 12 direct reports and 29 staff through three supervisors.




Achievements

Updated the Vote 10 budget tracking system within Funding Services.
Developed budget calculations spreadsheet for the Education Counselling
and Guidance program.

Lead partnerships in both the Education and Child and Family Service
programs with the Province and PTO’s to work together to improve
results.

June, 2004 to July 2006
Director, People and Trust Responsibilities
Responsible for a staff of nineteen (19) through two (2) unit Managers.
Directs the Minister's legal and fiduciary obligations under the /ndian Act
concerning Indian estates, Revenues, Band Elections, Indian Registration
and Annuities.
Respond to new initiatives with respect to self-government and the
assumption of responsibility for related program services by First Nations
for the Manitoba Region.
Directs the Allegations and Complaints function for the Manitoba Region.

Achievements _
Successful implementation of this directorate, while maintaining services
to clients of Indian and Northern Affairs Canada by developing and
motivating employees of the new directorate into a cohesive team.

Successful negotiation of a win-win out of court settlement with Manitoba
Hydro and Manitoba Keewatinowi Okimakanan which was significant to
other departments as well.

July, 1992 to June, 2004
Manager, Program Planning and Allocation
Responsible for the Capital Management Program, Indian Government
Program, Social Development, as well as Regional data bases
Manage the budget allocation process for the above programs.
Coordinated a work unit of 26 through three unit supervisors.

Achievements

Developed a win-win situation between Indian Northern Affairs Canada
and Assembly of Manitoba Chiefs regarding use by First Nations to use
the Tenant Profile Form.

Implementation of process that allowed the region to gain control over
escalating Social Program Budget.

In partnership with Assembly of Manitoba Chiefs, co-leader in the
development of a Regional Social Program Manual.




Developed and implemented processes to assist in the management of
some $500.0 million program budget.

August, 1985 to July, 1992
Capital Planning Officer
Responsible for the planning and prioritization of major capital projects.
Negotiated multi-million dollar contribution agreements with First Nations
and cost sharing agreements with provincial departments and municipal
governments, for the provision of many essential services.
Forecasted financial requirements for the capital program and managed
consultants and contractors undertaking a variety of work for the capital
program.

Achievements

Designed and developed a computerized system to track the Five Year
Capital Plan that is still presently in use.

Lead the development of the current Capital Allocation Process which
resulted in Manitoba Region being the first region in the country to
implement such a system. All other regions developed their model based
on this system. '

Developed a process for the management of annual capital budget which
eliminated the lapsing of the capital budget and is now used by several
regions across the country.

Project Officer
Responsible for the management of approximately ten (10) capital

projects ranging in value from $100,000 to $2,000,000 per project per
year.

Process included the organization and preparation of tender documents
Management of Capital Assets Inventory System (CAIS)

Achievementis

Successfully completed approximately 50 capital projects which were
developed in partnership with First Nations, taking into consideration their
operation and maintenance budget.

July, 1980 to August, 1985
Maintenance Supervisor
First Nation Communities' schools, teacherages, water and sewer systems
and other related infrastructure
Provided technical advice to First Nations and other departmental
programs on the construction and maintenance of capital facilities, and the
supervised a staff of seventeen maintenance craftsmen at various
locations.




Achievements

Prepared the nine Southeast Resource Development Council First Nations
and the seven inter-lake Reserves Tribal Council First Nations for the
effective transfer of the federal Operation and Maintenance program to
their responsibility.

September, 1977 to Department of Indian and Northern Affairs
December, 1980 Island Lake District

Maintenance Supervisor
Responsible for the preventative maintenance program for seven First

Nation Communities' schools, teacherages, water and sewer systems and
other related infrastructure

Providing technical advice to First Nations and other departmental
programs on the construction and maintenance of capital facilities
Supervised of a staff of ten maintenance craftsmen at various locations.

Achievements

Prepared the four Island Lake Tribal Council First Nations and three of K
Tribal Council First Nations for the effective transfer of the federal
Operation and Maintenance program to their responsibility.

EDUCATION

York University/University of Winnipeg:
Masters Certification in Project Management

Public Service Commission of Canada

Management Orientation Program for Middle Managers
Orientation for Supervisors '

Occupational Health and Safety

The New Role of Public Service Managers

Indian and Northern Affairs Canada
Human Resource Management

Staffing for Managers

Staff Relations for Managers/Supervisors
Team Effectiveness Workshop

People Management Course
Anti-Harassment, Respectful Workplace




Additional Experience:

1989 to 2001 '

Village of Garson

Brokenhead River Planning District

Volunteer Work:

Garson Quarry Community Centre
Scouts Canada

Project Opikihiwawin

Stevenson Island Volunteer Fire
Department

Councillor
Chairperson of the Planning Board

Volunteer Cook
Beaver leader
Cub Leader
Scout Trooper

2001 to Present
1985 to 1992

1989 to 1997 Board Member

1978 to 1980 Fire Chief



TAB C



Corporate Manuals System Systéme des guides ministériels

Indian Programs Manual

Volume 1

Capital Facilities and Maintenance

Operation and Maintenance

1.0 Purpose

1.1 The purpose of this directive is to state the policy of the Department of Indian
Affairs and Northern Development (DIAND) on Operation and Maintenance (O&M} of
departmentally funded capital assets on reserves.

1.2  This document supersedes DRM 10-7/17 Capital Asset Inventory System
dated February, 1990; DRM 10-7/18 Maintenance Management dated March, 1988;

and Operational and Funding Handbook for Community Infrastructure and Education
Facilities, Operations and Maintenance Program, dated December, 1983.

2.0 Scope

2.1  This directive is applicable to DIAND staff involved in the departmental O&M
funding of capital assets in First Nation communities.

3.0 Authorities and References
3.1 Treasury Board Specific Authority considered through the 1990-91 Fall Multi-
Year Operational Plan Review - Long Term Capital Plan and attached Memorandum

of Understanding and Annexes.

3.2  Departmental Directives 10-1, Volume 1, Part 1, Chapter 6, EDP Systems and
Operations, DD 6.4 Band Information Management.

4.0 Issuing Authority

4.1  This directive is issued under the authority of the Assistant Deputy
Minister, Socio-Economic Policy and Programming and Program Re-design.

5.0 Definitions

5.1  Accountability Regime: A system of processes and requirements, the
application of which provides DIAND with assurance that First Nations are spending

Amend./Modif. 4 98.03.31 Chap. 1-2 Page 1
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departmental funds in an effective and efficient manner to achieve the agreed to
objectives of the funding arrangement.

5.2 Acquired Asset: An acquired asset is an existing asset, the ownership of which
is transferred from another party to a First Nation, as a result of negotiations or an
understanding between a First Nation and the other party. An asset constructed
ahead of schedule by using an alternative funding mechanism is not considered to be
an "acquired asset".

5.3 Asset Condition Reporting System (ACRS): A system module of the Capital
Asset Management System (CAMS). The information contained in the ACRS

includes an assessment of the general condition and O&M effort of on-reserve
funded assets. The ACRS also provides information and cost estimates for repair
and reconstruction needs and an estimate of the remaining life of the asset.
Procedures and policy aspects of the ACRS are given in Appendix A. Additional
definitions and system operational direction are provided in the ACRS Manual.

5.4 Capital Assets: Departmentally funded community infrastructure, physical
durable facilities such as buildings, roads, bridges, and municipal systems.

5.5 Capital Asset Inventory System (CAIS): A system module of CAMS. The
information contained in the CAIS is designed to accept, aggregate and report base
level information of on-reserve capital assets as well as to provide a summary of this
information to Headquarters, regions, districts, First Nation and tribal councit technical
units. The information in the CAIS is also used for calculating the annual O&M gross
and net funding requirements for the capital assets. Procedures and policy aspects
of the CAIS are contained in Appendix B.

5.6 Compliance: First Nations are considered in compliance if the terms and
conditions of their funding arrangement with respect to facilities operation and
maintenance have been met. No corrective action is required if a First Nation is in
compliance (See Appendix D for details).

5.7 Funding Factor: A ratio or percentage, varying from 20 to100 percent, applied
to the Gross Funding Requirement (GFR) for calculating the Net Funding
Requirement (NFR) (See Appendix C for details).

5.8 Gross Funding Requirement (GFR). The average annual cost required to
operate and maintain a capital asset to generally accepted standards. Note: See also

5.11 Net Funding Requirement (NFR).

5.9 Maintenance: The work performed on an asset such as a road, bridge,
building, related grounds or piece of equipment to preserve it in as near to its original
or renovated condition as is practical. The types of maintenance which can be
performed may include the following:

Amend./Modif. 4 98.03.31 Chap. 1-2 Page 2
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(a) routine - ongoing maintenance activities, such as cleaning floors, grading
roads, and mowing lawns, required due to continuing use of the facilities;

(b) preventive maintenance (PM) - periodic adjustment, iubrication, and
inspection of equipment to ensure a continued safe working condition; and

(c) maintenance project - an approved defined project intended to maintain
or restore the functional integrity and established levels of service of an asset.
It includes major repairs and component replacement and/or reconstruction.

5.10 Municipal Type Aareement: An agreement between DIAND or the First Nation
and another federal department; provincial, municipal, city or town government;
private contractor; individual; or other official organization. These agreements are for
municipal type services such as fire suppression, water supply, solid or liquid waste
disposal.

5.11 Net Funding Requirement (NFR): The amount of money, subject to availability,
varying between 20 and 100 percent of the GFR, that DIAND provides to First
Nations as a subsidy for the O&M of a capital asset. The NFR is based on the
concept that First Nations are responsible for a partial cost of the O&M funding of the
capital asset. These amounts are established in the context of user fee rates being
paid for similar services off reserve. Note: See also 5.8 Gross Funding Requirement

(GFR).

5.12 Non-compliance: First Nations are not in compliance if the terms and
conditions of their funding arrangement with respect to facilities operation and
maintenance have not been met. Corrective action is required if a First Nation is not
in compliance.

5.13 Operation: The performance of work or services and the provision of materials
and energy to ensure the day-to-day proper functioning of an asset (e.g., the work
activities and associated chemicals and fuel to run a water treatment plant).

6.0 Policy
6.1 O&M services are managed by First Nations.

6.2  Subiject to the approval and availability of funds, DIAND will provide First
Nations with funding assistance for the O&M of eligible capital assets on reserves
that is, those classes of capital assets and levels of funding listed in Appendix C,
Section 8. Terms and conditions regarding this funding assistance will be described in
funding arrangements between DIAND and First Nations.

6.3 The preservation of the functional integrity of funded capital assets is a priority.
DIAND requires that capital assets receiving O&M funding be:
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- maintained to preserve them in as near to their original or renovated
condition as is practical; and

- operated to ensure their proper day-to-day functioning, with due regard to
health and safety of the community and the environment.

6.4 Funding arrangements with First Nations shall reflect the Policy Statements
made in this Section and require that all O&M requirements be addressed. This will
include:

- using a maintenance management plan and keeping it current;

- using O&M funds for the purposes described in the funding arrangements;

and

- addressing unsatisfactory asset conditions identified in the ACRS.
8.5 An accountability regime will be implemented to ensure compliance with the
specific terms and conditions contained in funding arrangements for the O&M of
capital assets.

6.6  DIAND will maintain an inventory of all funded capital assets. This inventory will
be maintained as part of the CAIS which is described in Appendix B.

6.7 DIAND wili maintain a record of the condition of funded capital assets. This
record will be maintained as part of the ACRS which is described in Appendix A.

6.8 O&M Compliance reviews as described in Appendix D shall apply to:
(a)  First Nations funded by Comprehensive Funding Arrangements (CFA);

(b)  Alternate Funding Arrangement (AFA) First Nations whose facilities
O&M budgets are being administered outside of the AFA arrangement;

{c)  AFA First Nations with a “fixed volume” and is moving fo renewal or
Financial Transfer Arrangement (FTA); or

(d)  First Nations prior to entry into a FTA and upon renewal.
7.0 Responsibilities
7.1 DIAND:

(8) establishes and provides the level of funding for the O&M of capital
assets which is based on criteria contained in Appendix C;
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(b) based on an assessment of risk, negotiates, approves and administers
funding arrangements with First Nations and other organizations to provide for
the O&M of funded capital assets;

(c) ensures approved funding arrangements contain the necessary terms
and conditions to ensure the appropriate O&M of funded capital assets and the
adherence to applicable guidelines, codes, standards, and regulatory
requirements;

(d)  ensures that recipients comply with the terms and conditions of funding
arrangements, including the O&M Compliance Requirements (See Appendix
D),

(e) builds the capacity of recipients who do not comply with O&M funding
arrangements or lack the knowledge and or expertise to carry out O&M as
described in this directive, (See Appendix D2);

H maintains the CAIS and the ACRS and updates data on an annual basis
in accordance with Appendices A and B;

(g)  provides recipients with advice and assistance regarding the criteria
used to establish funding levels; and

(h)  provides input and information for reports and returns which are required
by Central Agencies.

7.2 RPS for INAC

Subject to the terms specified in the Memorandum of Understanding
(April 1, 1987) between DIAND and Public Works and Government Services Canada
and subsequent regional and headquarters annual specific services agreements,
RPS for INAC will provide knowledgeable client support services on O&M to DIAND.

8.0 Enquiries

8.1  Matters related to the interpretation of this document are to be referred to the
Director, Community Development, DIAND Headquarters.

8.2  Matters specifically related to the data coliection and processing systems (e.g.
CAIS, ACRS) referred to in this document are to be referred to the Director,
Corporate Information Management, DIAND Headquarters.
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8.3 Requests for additional copies of this policy shall be addressed to the Director,
Corporate Information Management, DIAND Headquarters.

9.0 Appendices

A - Asset Condition Reporting System (ACRS)
B - Capital Asset Inventory System (CAIS)

C - O&M Funding

D - O&M Compliance Requirements
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Appendix A
Asset Condition Reporting System (ACRS)

1.0 Purpose

1.1 The ACRS is used by DIAND to record and assess the general condition and
O&M effort of on-reserve funded capital assets. The ACRS may also be used to
verify the degree to which the O&M of such capital assets is in compliance with terms
and conditions of funding arrangements. Note: The types of assets included in the
system are contained in Appendix C, Section 8, Eligible Assets and Funding Factors.

2.0 General

2.1 As a minimum, each non-residential on reserve capital asset which receives

DIAND O&M funding shall receive an ACRS inspection by professionals once every
five (5) years. In order to achieve a uniform cyclical inspection, regions will ensure

that approximately 20 percent of such capital assets are inspected annually.

2.2 Once every five years a professional will assess the adequacy of the
maintenance management system used to maintain and operate funded assets, and
the level of effort expended in the operation and maintenance of these assets. This
assessment will be in addition to the examination of individual capital assets referred
to in Section 2.1 above. This assessment is to be carried out as part of the ACRS
inspection.

2.3  During each fiscal year, each capital asset not receiving a five year cyclical
inspection (i.e. the 80 percent of the non-residential on reserve capital assets not
included in the professional inspection referred to in Section 2.1 above) shalf be
inspected by the funding recipient. The purpose of this inspection is to enable the
community to annually provide to the region information which will be used to update
the ACRS database. Note: The inspector can be any person familiar with capital
asset O&M and need not be a technical expert.

2.4  Each year, the maintenance management system used to maintain and
operate funded assets will be assessed to ensure it is functioning and achieving its
objectives. Note: The assessment can be carried out by any person familiar with
capital asset O&M and need not be a technical expert.

2.5 Instructions on the operation and functioning of the ACRS are outlined in the
ACRS Manual.
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2.6  Accuracy and security of information contained in the ACRS is important. The
following measures shall be taken to ensure that such requirements are met:

(a)  Arrange for data quality control based on a physical knowledge of the
capital assets and a process for minimizing transcription errors;

(b)  Properly file and store the original data input forms to serve as a backup
audit trail to the electronic system in the ACRS; and

(c) Headquarters and regions shall make provision for security of

information by providing a system of off-site electronic back up for all ACRS
files.

3.0 Procedures

3.1 DIAND Headguarters will:

(a) Develop, document, review and update national policies pertaining to
the ACRS;

{b)  Update and maintain the national ACRS records;
(c)  Provide procedural and technical advice on the ACRS to regional staff;

(d)  Publish annually, national status reports on asset conditions and
maintenance needs; and

(e}  Train departmental personnel on system usage as required.

3.2 Regions will:

(a)  Ensure that the ACRS inspections on 20 percent of the DIAND O&M
funded capital assets (See Section 2.1 of this Appendix) will include the
preparation of:

- arevised general condition rating;

- awritten list of routine and preventive maintenance deficiencies if
any,

- a list of maintenance projects as required;

- a list of deficiencies in the maintenance management system;

- updated cost information on all O&M requirements;

- an assessment rating of the O&M effort on-reserve; and

- carry out the data quality procedures as outlined in the latest edition
of the ACRS Manual.
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(b) Ensure the necessary terms and conditions are included in all funding
arrangements to maintain the ACRS data current by providing annual updates
on the maintenance management systems and the 80 percent of the assets
not included in the professional ACRS inspection (See ACRS Manual). The
updates will include adding or deleting specific items as appropriate;

(¢)  Ensure the necessary terms and conditions are included in all funding
arrangements requiring that routine, preventive maintenance and maintenance
projects and operations deficiencies identified in the ACRS inspections or
updates are addressed as appropriate;

(d) Liaise with First Nations on the functioning and implementation of the
ACRS, and ensure they are provided with current copies of the ACRS reports;
and

(e) Forward updated data to Headquarters by the deadline set in the annual
Funding Arrangement Program Reporting Guide.
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Appendix B
Capital Asset Inventory System (CAIS)

1.0 Purpose

1.1 The CAIS is used by DIAND to manage base level information of all on-reserve
DIAND O&M funded capital assets.

1.2  The information in the CAIS is also used for updating and calculating the
annual O&M GFR and NFR for funded capital assets.

2.0 General

2.1 All capital assets for which the Department provides operation and
maintenance funding to First Nations must be included in the CAIS. See Appendix C,
Section 8 for a complete list.

2.2  The following assets are excluded from the CAIS inventory:

(a)  Assets which are under the control and maintenance of DIAND or other
government or private organizations;

{b) Moveable equipment identified in the Fleet Management Information
System (FMIS), operated by Public Works and Government Services Canada;

(c) Minor equipment, such as furniture and office items, radio equipment,
computers, and administrative items (file cabinets, chairs, etc.); and

(d) Landis not included in the inventory. However, a cross-reference to
Public Works and Government Services Canada's Directory of Federal Real
Property (DFRP) will be recorded for all immovable assets.

2.3 Capital assets not funded by DIAND may also be recorded in the CAIS, if
desired, by First Nations, Tribal Councils or DIAND.

2.4  Assets which are closed or no longer in use will be funded only on a special
case basis and with the prior approval of DIAND.

2.5 All new capital assets must have a certificate of substantial completion in order
to be entered into the CAIS and be eligible for O&M funding. Capital projects in
progress are not to be included in the CAIS.
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3.0 Procedures

3.1

3.2

3.3

General

All data and related information contained in the CAIS must be reviewed and
updated on an annual basis.

DIAND Headguarters will:

(a)  Assist in the preparation, review, and clarification of asset definitions on
a yearly basis. Anomalies noted will be investigated and actioned as
appropriate;

(b)  Operate and update the CAIS computer database, review the technical
and electronic quality of data files submitted by regions, and analyze and
consolidate the CAIS data for departmental publications;

{c)  Scrutinize and confirm each entry in national audit reports;

(d) Take appropriate action to resolve database errors or problems regional
staff may be having;

(e) Input validated data to the national database and verify that all new input
data are entered and stored properly;

(H Consult and coordinate with the regions regarding the update and
distribution of the regional CAIS database;

(9) Manage and co-ordinate system development and revisions, train
system users, provide advice and assistance as required;

(h)  Calculate annual O&M GFR and NFR for all funded assets in the CAIS;
(i) Compile and provide national data as required; and

)] Arrange to provide secure off-site backup storage for electronic copies
of the CAIS data.

Regions will:

(&) Review the regional CAIS database annually and, where necessary,
adjust regional O&M funding levels based on local conditions;
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3.4

(b)  Ensure the CAIS is operated and maintained in accordance with existing
policy. This will include the requirement to validate the technical and electronic
quality of input changes, print reports, prepare and submit reports, and respond
to relevant requests for CAIS information;

(c) Review, verify, and approve changes to the regional CAIS database;

(d)  Ensure the necessary terms and conditions are included in all funding
arrangements to verify and change if necessary information which is being
provided to DIAND by others;

(e)  Ensure the necessary terms and conditions are included in all funding
arrangements where First Nations are required to update CAIS data (i.e.
corrections, deletions, additions) with accurate and current information on
existing, deleted, or newly completed assets;

(f) Ensure sign-off reports are scrutinized by qualified personnel, approved
and forwarded to Headquarters for subsequent input to the national CAIS
database;

{g) Provide First Nations and/or tribal councils with appropriate printed
copies of the CAIS information when requested. (Refer to the Departmental
Directive 10-1, Volume 1, Part 1, Chapter 6, EDP Systems and Operations,
DD 6.4 Band Information Management for the roles and responsibilities for the
sharing of information and informatics services, software, and/or data with
Aboriginal organizations); and

(h)  Submit an annual update of all CAIS files on diskette to Headquarters by
the deadline set in the annual Funding Arrangement Program Reporting Guide.

Arrangements will be made in regions to provide secure off-site backup

storage for electronic copies of the CAIS data.

3.5

All modified data will have substantiating information which is filed with the

request for update in order to establish an audit trail.
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Appendix C
O&M Funding

1.0 Purpose
1.1 DIAND provides O&M funding as a subsidy to assist First Nations to assume

management and partial financial responsibility for operating and maintaining
community infrastructure and services on reserves.

2.0 General

2.1 O&M funding for regions is determined by Headquarters only at a giobal level.
Within the global regional funding level and in accordance with the current
departmental management regime, regions have the flexibility to accommodate
regional differences and specific First Nation needs.

2.2 Regions are responsible for developing and documenting regional O&M
funding processes to reflect the principles and responsibilities in this directive;

3.0 Procedures

3.1 Headqguarters shall:

(a) Review and update national policy and procedures relating to O&M
funding; and

(b)  Review O&M costs annually to support calculation of the GFR and NFR.

3.2 Regions shall:

(a)  Carry out and maintain current a comprehensive risk assessment of
each First Nation receiving O&M funding to assess their capacity to manage,
maintain and operate all funded capital assets.

(b)  Ensure the requirement to maintain and operate all funded capital
assets is contained in all DIAND capital asset funding arrangements. As a
minimum this will include:

- the establishment of O&M activities for each capital asset (i.e. provision
for life cycle management including routine, preventive maintenance and
maintenance projects to keep the asset as near to its original or
renovated operating condition as practical);

- an annual O&M inspection of all assets (i.e. See Appendix A,

Paragraph 3.2); and
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- the assignment of all maintenance activities to a responsible person.

(c) Have in place an accountability regime to ensure recipients comply with the
terms and conditions contained in all funding arrangements for the O&M of
funded capital assets. As a minimum the accountability regime will require that
recipients are:

- maintaining and operating all funded capital assets; and
- carrying out the ACRS and the CAIS updates.

(d)  Have in place procedures to reduce risk and to encourage good O&M
practices.

4.0 Capital Projects

4.1 Additions to and new replacement of community facilities and services result in
future O&M funding requirements. Therefore, plans for capital projects must be
reviewed from the point of view of their O&M requirements to ensure that community
facilities and services do not exceed DIAND's level of service standards unless the
First Nation can demonstrate that fong term funding is available from other sources,
and the First Nation is willing to commit to the additional capital and O&M costs.

5.0 Allocation Methodology

5.1  With the exception of education facilities, the O&M funding contributions are a
subsidy toward the total expected O&M cost. First Nations are expected to make up
any difference in funding through user fees or other sources.

5.2 Q&M base unit costs have been developed based on standard O&M cost
definitions such as labor, fuel, electricity, equipment, and material.

5.3 The O&M funding formula takes into account the following factors: the asset
quantity in the CAIS, the base unit O&M cost in Toronto, city centre index to adjust for
cost variation outside of Toronto, and the remoteness index to account for the
proximity of the asset from the nearest service centre where labour, material and
services can be obtained. Further, O&M funding is also available to subsidize the
cost of Municipal Type Agreements (MTAs), and other specific O&M arrangements.

6.0 Municipal Type Agreements
6.1  Municipal type agreements may be used for the provision of O&M services.

6.2  Municipal type agreements are to be negotiated based on DIAND established
levels of service standards;
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6.3  Municipal type agreements may be considered subject to least cost
comparisons with other forms of O&M service delivery. This can be determined on
the basis of a life cycle cost analysis.

6.4  For the purposes of calculation and the subsequent allocation of O&M funding,
Municipal Type Agreements may include provision of services for:

- Water Supply;

- Water Supply and Distribution;

- Waste Water Disposal;

- Waste Water Collection and Disposal;
- Garbage Collection;

- Garbage Collection and Disposal;

- Garbage Disposal;

~ Roads Maintenance;

- Bridge Maintenance;

- Railway Crossing Maintenance; and
- Fire Protection Services.

7.0 First Nation Acquired Asset

7.1 For capital assets which normally would be funded by DIAND but were
acquired without departmental capital funds the following conditions must be met to
obtain O&M funding consideration:

a) prior approval of DIAND is obtained;

b) itis an asset subclass listed under the current DIAND O&M funding table as
shown in Section 7 of this Appendix;

¢) it meets DIAND established levels of service standard (where levels of
service standard do not exist for a particular asset type, regions should
evaluate the potential O&M requirements to ensure they are consistent with
program priorities and that they are affordable); and

d) it is identified in the CAIS distinct from regular assets.
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8.0 Eligible Assets and Funding Factors

8.1  The Net Funding Requirement (NFR) is the amount of money, varying between
20 and 100 percent of the average cost required to operate and maintain a capital
asset to generally accepted standards, that DIAND provides to First Nations for the
O&M funding assistance of a capital asset. The NFR is based on the concept that
First Nations are responsible for a partial cost of the O&M funding of the capital asset.
These amounts are established in the context of user fee rates being paid for similar
services off reserve.

8.2  Assets eligible for DIAND O&M funding assistance and their funding factors
are shown in Table 1.
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Table 1. Eligible Assets for O&M Funding and NFR Factors

Category Factor | Class __ |_Code
Buildings 02 Administrative A1A Office
Cperative AZA Trade Shop/Workshop ||
(Municipal)
A2B Garage (Municipal)
A2C Warehouse (Band or School}
1.0 Institutional A3A | Schools |
" 0.2 A3B Daycare Centres ||
0.9 A3H Fire Stations
1.0 Residential Adl Student Residence <"
AdL Teacherage
0.8 Utility ABA Water Supply/Treatment
ABB Waste Treatment/Disposal
A5C Electrical Power Generation
ASD Solid Waste Disposal
ABE Central Heating Plant
|| 0.2 Recreational ABA Community Recreational
Centres/Halls/Cultural Centres
ABB Arena l'
ABC Gymnasiums II
ABD Indoor Swimming Pools
ABE Club Houses, Youth Centres,
. Senior Citizen Drog-in Centres
Utilities 0.8 Water Supply, Treatment and B1A Heated Water Mains
Distribution B1B | Water Mains
II Bi1C Water Treatment System
B1D Water Treatment Unit
B1E Water Storage
B1F Community Well
B1G Water Standpipes
B1H High Level Lift Station
" . - _— B1l Low Level Lift Station _—
... Continued
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Continued.....
NFR ‘Asset Asset | Asset Subclass
Factor Class Code
0.8 Wastewater Collection, B2A Sanitary Maing I
Utilities Treatment and Disposal B2B Storm Mains
System _— -
B2C RBC/Trickling Filters
B2D Extended Aeration Plant "
B2E Lagoon
B2F Community Septic Tank
B2G Jet-Pump Disposal ||
B2H Lift Station
B2l Aerated Lagoon
B82Q Low Pressure Sewer
0.9 Electrical Power Supply B3B Diesel Generators ||
Distributi
and Distributton B3C Street Lights |
B3D Transmission Lines
B3E Distribution Lines
0.8 Solid Waste Disposal B4A Refuse Site "
System B4B Landfil Site
B4C Incinerator
Transportation 0.2 Reserve Roads D1A Earth Roads "
D1B Gravel Roads
D1C Surface Treated Roads
D1D Paved Roads
Reserve Bridges D2A Vehicular Bridges
D2B Pedestrian Bridges
D2C Large Culverts
—
Vehicles 0.9 Fire Fighting E1A Mini Pumper
E1B Triple Combination Pumper
08 Solid Waste E2A Compactor
E28 Compactor (Unmodified
Chassis)
Liquid Waste E3A Commercial Pumper "
E3B Pumper {Unmodified Chassis)}
Water Delivery E4A Tanker
i E4B Tanker {(Unmodified Chassis)
e
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Appendix D

O&M Compliance Requirements

1.0 Purpose

1.1 These Compliance Requirements are intended to ensure DIAND O&M funded

assets are operated and maintained properly, and that the accountability objectives of
both DIAND and First Nations are achieved in the O&M of capital assets.

2.0 General

2.1  First Nations are considered in compliance if the terms and conditions of their
funding arrangement with respect to facilities operation and maintenance have been
met. No corrective action is required if a First Nation is in compliance.

2.2  On asset O&M, compliance will be assessed on both the detailed formal ACRS
inspection as well as the annual O&M update inspection.

2.3 To assess asset O&M compliance, the following parameters should apply:
(a) the majority of First Nation assets have received a consistently
satisfactory rating for O&M through either the ACRS or annuai O&M update
inspection process; and
(b)  First Nations, as a minimum, have completed the health and safety

maintenance projects identified through the ACRS inspection process and
noted on the ACRS Inspection Report Schedule.

3.0 Procedures

3.1 Regions should assist First Nations to establish and implement an
accountability regime using the following approaches:

(a) Establish Maintenance Management Plans (MMP):

- have a MMP for each First Nation’s asset that identifies the required
maintenance activities, frequencies, etc.

- review the MMP annually at the time of asset
inspections and adjust the plan as necessary.
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(b)

(c)

have each First Nation document a systematic approach to operation
and maintenance by identifying policy, roles and responsibilities,
procedures, etc. A checklist of the essential features of a MMP is
attached as Appendix D1 - Maintenance Management Checklist.

include all DIAND O&M funded assets on the MMP,
while ensuring that the annual O&M inspection
reports covered, as a minimum, those assets which
DIAND funds at 80 percent of GFR or greater, as
well as significant public buildings such as arenas,
band administration buildings etc.

Develop Capacity through Maintenance Management
Reviews and Training Plans

recognize and support the close relationship between the
management capacity of First Nations and success in meeting
accountability requirements {see Appendix D2 - Capacity
Development).

ensure the effective management of a First Nation’s MMP by
determining if the First Nation has the capacity for successful
development and implementation of the plan.

identify any deficiencies in a First Nation’s maintenance management
capacity and take the appropriate steps, such as training plans, to
ensure that any deficiencies are addressed.

Establish a Review Process for Maintenance Management Reports

On-site compliance reviews can be completed by DIAND staff, Tribal
Councils or other parties. The following is the schedule for the
implementation of the O&M compliance cycle in each fiscal year:

March 31 - regions will complete the annual CAIS/ACRS updates
and prepare a status report for each First Nation detailing the
condition of all assets on reserve that were funded with departmental
appropriations, as well as an assessment of the general O&M effort.
Any deficiencies in asset condition and/or the general O&M effort will
be brought to the attention of the affected First Nation for follow-up
action.
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- June 30 - regions will have action plans by First Nation detailing the
corrective action that is to be undertaken to correct inadequacies
identified in the above-noted status report.

- December 31 - regions will verify that corrective action has taken
place during negotiations for the upcoming year's funding
arrangement.

4.0 Corrective Action

4.1 If corrective action is required, the following process should be followed:

the corrective action must be in accordance with the provisions of the First
Nation’s funding arrangement. DIAND must review the funding
arrangements to ensure that they include appropriate provisions for
corrective action.

the cause of the non-compliance will dictate the method of resolution. For
non-compliance issues related to First Nation capacity such as lack of
training or outdated maintenance management plans, refer to Appendix D2
- Capacity Development. To address a situation of "lack of will" in the
delivery of the O&M program, regional management would have to
determine appropriate corrective measures.

the extent of the non-compliance will also affect the method of resolution.
Minor issues may be resolved by meetings/negotiations between DIAND
and the First Nation. More serious issues may require the services of a
Tribal Council or an independent third party.

Individual regions may be required to refer O&M non-compliance issues to
their respective audit/accountability committees or internal compliance units
for direction and approval of any corrective action provisions.

5.0 Appendices

D1 - Maintenance Management Checklist
D2 - Capacity Development
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Appendix D1
Maintenance Management Checklist

1. Is there an organized approach to maintenance whereby roles, responsibilities
and reporting relationships of maintenance and management personnel are
clearly defined?

2. Is there a process in place for the authorization of maintenance work, including
both routine and emergency maintenance activities?

3. Are maintenance activities planned and scheduled?

4, Is there an organized system in place for the development of a yearly budget
for the operation and maintenance of physical assets? Has the budget been
linked back to the maintenance management plan?

5. Is there a responsible party to ensure that maintenance is being property
carried out (i.e. maintenance inspections)?

6. Are regulatory inspections of assets and facilities (e.g. water quality, sewage
effluence) carried out?

7. Are maintenance funds used only for maintenance activities?

8. Are maintenance work records, equipment manuals and warranties maintained
in a reasonable manner?

9. Are as-built drawings readily available?

10.  Are adequately qualified or trained operators employed for the operation of
community infrastructure systems?

11.  Are contractors and specialists used for work beyond the capability and
capacity of band employees? ‘

12.  Are Capital Assets Inventory System (CAIS) records maintained and updated
annually by the First Nation?
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Appendix D2

Capacity Development

An essential part of any compliance strategy is capacity development. All means
possible should be used to improve the ability of First Nations and Tribal Councils to
effectively carry out facilities operation and maintenance activities. Procedures which
work well in one region may not in others.

The following outlines several methods of achieving capacity development while at
the same time dealing with the diversity of the regions. The purpose of capacity
development is to improve the knowledge and ability of First Nations’ operation and
maintenance personnel in the performance of their duties. To achieve this, a
combination of the following steps is proposed:

a) Encourage the Support of First Nations Councils and Tribal Councils

The first objective in any region should be to secure the cooperation and support of
First Nation Councils and Tribal Councils. A successful O&M program is more
difficult, if not impossible, without community leadership. First Nations and Tribal
Councils must be encouraged by regions to take the lead role in the development of
O&M training programs.

b) Utilize the "Best Practices" of First Nations or Tribal Councils with
Successful O&M Programs

The knowledge and experience of more successful First Nations could be utilized by
means of training sessions held at these First Nation communities. These sessions
could be a combination of classroom lectures plus hands-on training facilitated by
First Nation personnel.

c) Attain Minimum Standards as Set by other Government Sources (Provincial
& Federal) or the Private Sector

Many provincial governments are taking steps to set mandatory levels of service or
minimum standards in many areas of municipal infrastructure. For example, most
provinces are progressing towards a mandatory requirement that all water and
sewage treatment plant operators be certified for the type of plant that they operate.
To do this, they offer courses in Water Treatment and Distribution, and Wastewater
Treatment and Collection. All First Nations with central water and sewer systems
should be encouraged to attend these courses and write the examinations.

Amend./Modif. 4 98.03.31 Chap. 1-2, App. D2 Page 1



Corporate Manuals System Systéme des guides ministériels

d) Utilize the "Circuit Rider Concept" or a Suitably Modified Version

A circuit rider trainer is a professional that will fully review a First Nations Maintenance
Management Plan, personnel and implementation resuits. Visits can be scheduled as
required to ensure the plan is reasonable, personnel have or will attain the necessary
capacity and implementation is effective. The circuit rider trainer can provide the
same service to a number of First Nations over the same time frame. Tribal Councils
may be used in this capacity.

This method provides the O&M personnel with expert, hands-on training at their own
facility. It can occur at a frequency and length of time which maximizes benefits of
this training to the recipient. This method has had good success in regions that have
used it.

e) Awareness Training

DIAND Headquarters has developed a briefing package (Level 1) to encourage
support of Band Councils and Tribal Council management for O&M regimes. There is
also a three day briefing for technical staff which focuses on the principles of good
O&M practice. Regions should promote and encourage presentations of these
briefings to First Nations and Tribal Councils.

f) Training Plans

While all maintenance staff should meet basic qualification standards, skills upgrading
will be required on an ongoing basis. Measures to identify specific skill or upgrading
requirements for maintenance staff should be taken annually and training plans
established to ensure these skill requirements are addressed.
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PARTD - ProgramISérvice Budgets, Authorities and Monthly Expenditure Plan

Arrangement No.!

Funding

Program/Service Budgets, Authorities and Monthly Expenditure Plan

Fiscal Year 2090-2011
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Unclassifled

Arrangement No.: : 1011-D5-000059
Comprshensiva Funding A o .
PART D - Program/Service Budgets, Authorities and Monthly Expenditure Plan
Allocation Summary Per Program
Fizcal Year 2010-2014
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Education F181,313.00 L7 0 50 T80 KT P a3 goatn 30 08L00 T8 508,08

Indian Gavemment Support 350.697.00 EaEi00 06700 To8.607.00 V6.007.00 T8,507.00 S5 80705 SSHA0T.00 VE2,785.00 3600 000 ) 30,00

'"dl." R.“lamum £a09.00 §805.00 $803,00 $E0RD0 3803,00 509.00 3403.90 3B08,00 5803,00 $800.00 $500.00 L4208 $0.90

ook Davelopmart $572,390.00 T172.380.00 m:,_n"'nm"_. TIOBO00  FI0ASAn  SIGSA0 Ti.154.00 101300 T, SIAIZ00 | $138%,04R00

Total 49,145,600 $505,720.00 $585,63200 $553371,00 poorrTe G £51.00 FA0A 855,50 $404857,00 W F4a5a XPA5,054.00 $345,054.00 TIEB055.08  B1.903,045.00 10,00

Pt P2 P2 P4 ‘P& P& Pr Pa P8 Mo P11 ‘ P12
Pact Heldback

Allocation Summary Apr May Sun dut Aug Sap Ost Nov Dec Jan Fah Mar

Tdtal Funding 51,148,380.00 S505,720.00 538505300 $253,371.,00 $383,505.00 $404,851.00 $404,551,00 $404,851,00 $404,742,00 $345,954.00 §45,054 400 sisesshee  §1,000,048.00 sop0] 5782400508

Total $1,04524000 - 58572000  $S65.083.00  '$653arM.00 $383,285,00 $404,551,00 $404,851,00 SAUES100 $404,743.00 $345.954.00 5345054 00 S355,055.06  $1,000,048.00 sooa|  sTazdc0898
PART D - Program/Service Budgets, Authorities and Monthly Expenditure Plan
2010/Q7/08 - 14;48:34 {0317)
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PART J

TERMS OF REFERENCE - CO-MANAGEMENT

1.0 CO-MANAGEMENT AGREEMENT

1.1 The Council has entered into the Co-Management Agreement with XXX, a copy of which is
attached to and forms part of this Part J of the Arrangement.

1.2 The Council shall:

1y

2)

3)

4)

5)

6)

comply with all its obligations under, and with the terms and conditions of,
the Co-Management Agreement.

provide all such information or access to records as is necessary for XXX to
fulfill is obligations under the terms and conditions of the Co-Management
Agreement.

advise the Minister of termination, for any reason, of the Co-Management
Agreement and provide to the Minister a copy of any Notice thereof:

immediately advise the Minister of the expiry, without renewal, of the Co-
Management Agreement;

advise the Minister of any default by XXX that continues for 10 days
following notice thercof;, and

advise the Minister of any changes, revisions or amendments to the Co-
Management Agreement.

2.0 ADDITIONAL UNDERTAKINGS OF THE COUNCIL

2.1 The Council shall:

a) ensure that all expenditures of funds provided by the Minister under this
Arrangement are endorsed by the Co-Manager;

b) ensure that all expenditures are in accordance with the Remedial Management Plan;

and;

OPTIONAL - Add any additional obligations (get from FSQ) Examples follow:

a) review and amend all Bank signing authorities, providing for joint signing of all
cheques relating to program services and activities;

provide authorization to give the Co-Manager joint signing authority on all of First



b)

g)

h)

Nationlls bank accounts related to the administration of the First Nation;

ensure that all expenditures of funds provided by the Minister under this
Arrangement are endorsed by the Co-Manager; and

have joint signing for reviewing and approving expenditures of funds in accordance
with the budget and recovery plan approved by DIAND;

ensure that all expenditures are in accordance with the Remedial Management Plan
once approved;

provide full support and cooperation to the Co-Manager in the performance ofhis or
her duties;

provide all documents, letters and Band Council Resolutions required by the Co-
Manager to carry out his or her duties;

manage the operations of the First Nation enterprises wholly independently of the
First Nation Administration;

develop and provide a Remedial Management Plan in conjunction with the Co-
Manager outlining the savings and/or reallocation of revenue from other sources to
retire the debt. This is to be provided to DIAND no later than
(enter date) for review and approval. The approved Remedial

Management Plan will be an Appendix to this agreement;

develop and provide budgets for the remainder of the 200 /200 fiscal year
to ensure that program services continue to be delivered to

(enter date). This is to be provided to DIAND no later than
(enter date) for review and approval.

complete the Management Accountability Assessment Workbook and provide to the
Minister by {enter date);

develop policies and procedures regarding accountability (as outlined in the Funding
Agreement), personnel (i.e. hiring, remuneration, employee conduct, etc.) and finance
{accounting processes and procedures, budgeting, reporting, etc.) and implement
management control systems and any other administrative policies, procedures and
methods ensuring proper financial control in all matters including purchases, salaries,
travel, loans and advances;

develop the Management Development Plan and submit to DIAND no later than
(enter date) for review and approval. The Management
Development Plan will be implemented to address the areas of finance and capacity
development. The approved Management Development Plan will be an Appendix to
this agreement;

provide the DIAND with detailed monthly financial statements, accounting for all of



3.0

3.1

the First Nationlls activities, within twenty-one (21) days of each month end, in
accordance with generally accepted accounting principles. The monthly financial
statemnent will be comprised of the following:

Financial Statements

aged Accounts Payable

aged Accounts Receivable

bank reconciliations

variance report and budgets (actual, year-to-date and projections)

analysis (narrative) by programs

other reports as mutually agreed upon

training plans

The due dates of the monthly financial statements are as follows:
a) February, 2005 Report due March 21, 2005
b) March, 2005 Report due April 21, 2005

(enter date) (enter date)
(enter date) (enter date)

i) actively participate on the Monitoring Committee, provide a commitment to retire the
debt and to resolve the financial and management deficiencies;

k) retain qualified personnel to deliver the programs and services specified in existing
and future funding agreements; and

D familiarize themselves with the Terms and Conditions of this agreement and commit
themselves to operating within the policies contained herein;

m) ensure compliance with the Terms and Conditions of all current and future funding
agreements;

1) ensure that they work with the Co-Manager to submit to the Department any
information prescribed in the First Nations Reporting Guide and such other
information as the Department may prescribe; and

0) submit the 200 /200 Consolidated Audit to DIAND no later than

(enter date) for review and analysis.

MONITORING COMMITTEE

The Monitoring Committee shall;

a)

be comprised of Chief and Council/Band Staff, the Co-Manager, representatives
from DIAND and others as the First Nation may require. The Chief and Council and
Co-Manager will be accountable to the Monitoring Committee for the use of the
funding advance under existing and future funding agreements, and the results
achieved in terms of program and service delivery to the Councillls members.



b)

d)

The Monitoring Committee will meet on a monthly basis, or as mutually agreed
upon, to ensure compliance with the conditions of this Agreement and all existing
and future funding agreements (meetings will be held in the community of
(enter where meetings will be held)); actively participate on

the Monitoring Committee, provide a commitment to retire the debt and to resolve
the financial and management deficiencies;

review and approve the budgets for the 200 /200 fiscal year, the new
budgets for 200 /200 fiscal year and the Remedial Management Plan
that meets the DIAND(s Intervention Policy;

review monthly accounting provided by the Chief and Council and Co-Manager with
the agreement that only expenditures authorized by the both the Chief and Council
and Co-Manager will be incurred and that federal funding will only be used for the
purposes of administering programs and services specified in existing and future
funding agreements;

provide full support, cooperation and advice to the Co-Manager in the performance
of his or her duties;

review the policies and procedures developed by the Chief and Council and the Co-
Manager regarding accountability (as outlined in the Funding Agreement), personnel
(ie. hiring, remuneration, employee conduct, etc.) and finance (accounting processes
and procedures, budgeting, reporting, etc.) These are to be implemented by the
Chief and Council.
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THIRD PARTY MANAGEMENT FRAMEWORK AGREEMENT

ARTICLES OF AGREEMENT

These Articles of Agreement are made

Between Her Majesty the Queen in Right of Canada as represented by the Minister of
Indian Affairs and Northern Development (hereinafter referred to as “Canada”)

And Legal Name of TPM
Address Line 1
Address Line 2
Address Line 3

(Hereinafter referred to the as the “Third Party Manager” or “TPM")

Whereas Canada  may require from time to time the TPM to administer funding otherwise payable
to a First Nation and/or Tribal Council (hereinafter referred to as “Recipient”)
related to programs and services to First Nations communities and fo account to
Canada for the use of the funding provided and the resuits achieved and to offer
assistance to the Recipient to remedy default; and

Whereas the Third Party Manager (TPM)

has offered, in return for payment and according to the conditions in this
agreement, to assume third party management responsibilities as and when
requested by Canada;

Therefore Canada and the TPM agree as follows:

1. Framework Agreement

This agreement is a framework agreement under which the TPM offers to assume third party
management responsibilities at the prices and according to the terms set out in this agreement as
and when Canada may, by a TPM Call-up, request. The TPM shall carry out these responsibilities

in a prompt, diligent and efficient manner. ,
This agreement applies to all TPM Call-ups issued by indian and Northern Affairs Canada (INAC).

INAC may make available this agreement, and all material related to this agreement to other federal
institutions that may wish to appoint the TPM to administer funding provided to Recipient by those

institutions.

2. TPM Call-up Documents
This agreement consists of:
2.1 these Articles of Agreement;
2.2  Appendix A - TPM Terms of Payment,

Indian and Northern Affairs Canada -1-



THIRD PARTY MANAGEMENT FRAMEWORK AGREEMENT

2.3  Appendix B - General Description of Third Party Management;
24  Appendix C - General Conditions; and
2.5 Appendix D - TPM Call-up Response and Acceptance Form.

3. Definitions
Unless the context requires otherwise, the expressions listed below have the following
meanings in this agreement and in any TPM Call-up(s):
“Recipient” means the First Nation or Tribal Council identified in Annex C of a TPM Call-up;
“Recipient Funding Agreement(s)” means the document(s) in Annex C of a TPM Call-up(s)
containing terms and conditions for funding one or more program(s), service(s), and/or
project(s);

4, Payment to the TPM

Canada shall pay the TPM those amounts payable in accordance with TPM Call-up(s) and as
per the conditions in Appendix A -TPM Terms of Payment.

5. Goods and Services Tax (GST) / Harmonized Sales Tax (HST)

The TPM must determine whether the third party management provided under this agreement is
subject to Goods and Services Tax or Harmonized Sales Tax. If so, the TPM must also
determine the amount and claim it from Canada in accordance with the terms in Appendix A.

6. Appropriate Law

This agreement and any TPM Call-up will be governed by and construed in accordance with the
laws in force in the province or territory of the Recipient.

7. Replacement of Personnel

Replacement of personnel named in this agreement is subject to approval by INAC. The
qualifications of replacement personnel must equal or exceed those they replace. Replacement -
personnel must meet the language and security screening requirements and be available to
provide third party management from the same closest point(s) of departure as those they

~ replace. The curriculum vitae of replacement personnel are to be submitted to the
representative of Canada named in section 11 in theses articles of agreement. INAC shall
evaluate proposed replacement personnel in keeping with criteria applied to the TPM’s
submission in response to the request for proposals.

Acceptance of proposed replacement personnel will be via an exchange of letters and as
approved by Canada.

8. Addition of Personnel

Personnel can be added during the life of this agreement. Addition of personne! is subject to
approval by Canada as administrator of this agreement. Additional personnel must meet the
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10.

11.

12

THIRD PARTY MANAGEMENT FRAMEWORK AGREEMENT

evaluation requirements described in the original request for proposals. The curriculum vitae of
replacement personnel are to be submitted to the Transfer Payments and Financial Policies
Directorate at Indian and Northern Affairs Canada. The Directorate shall evaluate such
personnel in keeping with the evaluation grid in the original request for proposal.

Acceptance of proposed additional personnel will be via an exchange of letters and as approved
by Canada.

Duration

This agreement takes effect on the date of the latier signature of the parties. Unless sooner
terminated as provided for in this agreement, it will remain in effect until March 31, 2013,

Canada may renew this agreement for two (2) periods of one-year or less after March 31, 2013,
If Canada exercises this right, Canada must do so by written notice to the Manager.

Security Requirements

Prior to the commencement of third party management under a TPM Call-up, named TPM
personnel involved in the third party management, must each hold a valid Government of
Canada Security Screening at the level of RELIABILITY STATUS.

If the TPM or named personnel require a security screening during the life of this agreement,
the forms can be accessed at the following web site: hitp://www.tbs-sct.gc.caftbsf-fsct/330-23-
eng.asp. The forms are to be submitted to the representative of Canada named in section 11
who will submit them to Canada security officials for camying out the screening.

If the security screening issued prior to the commencement of third party management under
the TPM Call-up is revoked or reduced below RELIABILITY STATUS during the life of this
agreement, Canada may terminate the TPM Call-up upon notice and the TPM shall have no
claim against Canada as a result of the termination.

Representative of Canada

For the purpose of this agreement, unless otherwise specified, Canada designates as its
representative the Director, Transfer Payment and Financial Policies Directorate, Indian and
Northern Affairs Canada.

Not_ice of Communication

Any notice, information or document pertaining to this agreement must be in writing, must make
reference to this agreement, and will be deemed to be given if it is delivered, sent by facsimile
or e-mail or mail. Any notice sent by facsimile or e-mail will be deemed to be given one working
day after it is sent. Any notice that is mailed shall be deemed tc be given eight (8) calendar days

after it is mailed.

Either party may change the address shown in this agreement by informing the other party of
the new address, and such change shall take effect fifteen {15) days after the notice is received.
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All notices must be sent to the following addresses:

Te Canada: Director, Transfer Payments and Financial Policies Directorate
Indian and Northern Affairs Canada
Les Terrasses de ia Chaudiére, North Tower
10 Wellington Street, Room 1210
Gatineau, Quebec K1A 0H4

To the TPM:

13. TPM Call-ups

If and when required, Canada will issue TPM Call-ups for third party management using the
TPM Call-up Response and Acceptance form attached as Appendix D. A signed TPM Call-up
Acceptance Form by Canada constitutes the financial commitment by Canada to pay for the
satisfactory fulfillment of third party management responsibilities.

14. Termination
14.1 Upon notice Canada may terminate this agreement as well as any TPM Call-ups:

a) if there is a change in appropriation by the Parliament of Canada for the fiscal year in
which the payment is to be made;

b) for default by the TPM in fulfilling any term or condition of this agreement;

c¢) if the TPM or any of its employees or other persons for whom the TPM is responsible in
respect of fulfilling the terms and condition of this agreement are charged or convicted of
fraud, theft, committing false pretences or any similar offence or are disciplined by their
professional body; or

d) if Canada determines that the TPM is in actual or potential conflict of interest under
section 3 of Appendix C of this agreement.
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14.2 Without limiting the power of Canada to terminate this agreement under section 14.1,
either Canada or the TPM may terminate this agreement at its convenience without cause
before the expiry of this agreement upon providing the other party with at least thirty (30) days
prior written notice.

14.3 Following the termination of this agreement, the TPM shall:

a) Return the balance of the Funding Account refer to in paragraph 4.1.4 of Appendix B,
including any interest eamed, along with any other amounts owing, due or payable to
Canada forthwith, and in any event, no later than seven (7) days from the receipt of the
notice referred to in sections 14.1 or 14.2 unless Canada and the TPM agree otherwise in
writing;

b) Provide audited financial statements to Canada in respect of the funding provided under
this agreement as required by subsection 6.4 of Appendix B within one hundred and
twenty (120) days of the date of termination of this agreement;

c) Fulfill any other reporting requirements of this agreement relating to the period ending on
the date of termination as Canada may reasonably require; and

d) Submit a final quarterly schedule to Canada in accordance with requirements set out in
subsection 6.5 of Appendix B within sixty (60) calendar days of the date of the termination
of this agreement.

14.4 Canada may, by notice to the TPM, require the TPM to promptly provide copies, to the
extent permitted by law, of all accounts and records that are reasonably required to support the
continuity of the program(s), service(s) and/or project(s) funded under this agreement to the
person, corporation or entity(ies) identified by Canada that will take on the administration of the
program, service and/or project funding.

15. Withholding of Payments

Canada may withhold any payments under any TPM Call-up in respect of any Recipient
Funding Arrangement where the TPM is in default in fulfiiling any term or condition of this
agreement or any TPM Call-up or becomes bankrupt or insolvent, makes an assignment for the
benefit of creditors, or takes the benefit of any statute relating to bankrupt or insoclvent debtors,
or where a receiver is appointed under a debt instrument or a receiving order is made against
the TPM, or an order is made or a resolution passed for the winding up of the TPM.

16.  Recipient Approval or Consent

Where approval or consent of the Council is required under any provision of this agreement or any
TPM Call-up, that approval or consent must be expressed to the TPM by way of a resolution of the
council of the First Nation signed by a majority of the councillors present at a duly convened
meeting of councillors. Where the Recipient is a Tribal Council, the approval or consent must be
expressed by way of a resolution of the board of directors of the Tribal Council.
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17. Amendment

Amendments to this agreement and to any TPM Call-up must be in writing and, except as
provided in subsection 4.1.2 of Appendix B, must be executed by both parties.

This agreement, together with any written amendment to this agreement and any TPM Call-ups under
this agreement, comprise the entire agreement between the parties. No negotiation, undertaking or
other agreement or document relating to the subject of this agreement has legal effect.

This agreement binds the parties to this agreement and their respective administrators and successors.

This agreement has been signed on behalf of the Third Party Manager and on behalf of Canada by
their duly authorized officers.

FOR Name of TPM

Signature Date

Print Name

Title

FOR Canada

Signature Date

Print Name

Title

Indian and Northern Affairs Canada -6-
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APPENDIX A — TPM TERMS OF PAYMENT
1. Basis of Payment

For the satisfactory delivery of programs and services as per the funding agreement(s} identified
in Appendix B of this agreement and as per the Specific Description of Third Party Management
in the TPM Call-up(s) and the fulfiiment of ali the TPM's other obligations, Canada shall pay the
TPM, in accordance with the provisions of this agreement, the fees and expenses incurred by
the TPM, at the times set out in the TPM Call-up specifying responsibility details, associated
levels of effort, dates, times and performance measurement if any, and as approved by Canada:

1.1 For each day spent directly on the fulfillment of the third party management program and
service delivery as specified in the TPM Call-up, the daily rates for the following
categories and named personnel:

Third Party Administrator | Daily Closest Point{s) of
Rate Departure
Advisory / Capacity Daily Closest Point{s) of
Development Expert Rate Departure
Financial Administration Support Daily Rate of $

1.1.1. A workday of seven and one-half (7.5) hours to a limit of five (5) days a week, to
a limit of thirty-seven and a half (37.5) hours per week unless previously
authorized by the representative of Canada identified in the TPM Cail-up
Acceptance Form.

1.1.2 The rate for actual time worked of less than one (1) day will be calculated by

dividing the daily fee by seven and a half (7.5) hours and multiplying the result by
the number of hours actually worked during the day.

1.1.3 The daily fee rate includes fringe benefits, overhead costs and the TPM's profit.
Costs of travel from the personnel’s residence to the closest point of departure
are deemed to be part of the daily fee rate and will not be reimbursed separately.
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1.2  Travel Expenses

1.2.1 The maximum travel expenses that Canada will reimburse are actual travel
expenses incuired to reach the work location from the closest point(s) of
departure specified in the TPM Call-up or less if the personnel is at closer
location to the actual work focation.

1.2.2 Expenses will be reimbursed as per the Treasury Board Travel Directive.

1.2.3 A fee rate based allowance for time spent on travel. The number of hours
aliowed for travelling shall be determined and approved by Canada on the basis
of the points of origin and destination. The fee rate based allowance cannot
exceed 7.5 hours per 24 hours period for time spent on travel.

1.3  All necessary, reasonable and justifiable out-of-pocket expenses arising from the third
party management as approved by Canada, such as long distance telephone calis,
translation costs, production costs of reports, reproduction including printing of extra
copies of documents.

2. Fee Increases
2.1 The rates specified in paragraph 1.1 may be increased annually on this agreement's
anniversary date.

2.2 The annual rate of increase is established in accordance with the lower of

(a) The Consumer Price Index (CPI) for the past 12 months as determined by Statistics
Canada, or

(b) The average annual increase for the Public Service salary levels for the same
period, as determined by Treasury Board.

2.3  The effective date of the annual increase shall be the anniversary date or if that date has
passed, the date of the first workday for which the TPM invoices Canada at the
increased rate.

2.4  Canada will not accept a payment request which invoices the rate increase, or rate
differential, for workdays previously billed at a former rate.

3. Goods and Services Tax and Harmonized Sales Tax
3.1 The TPM acknowledges that the fees, prices and costs specified herein:

3.1.1 Take into account the Goods and Services Tax (GST) and the Harmonized Sales
Tax (HST), if any, that the TPM must pay on the goods and services that the TPM
incurs to fulfill the requirements described in the TPM Call-up(s), excluding tax
credits and rebates to which the TPM is entitled;

3.1.2 Do not take into account the GST or the HST that Canada must remit to the TPM
and that the TPM must collect from Canada pursuant to the Excise Tax Act.

3.2 The amount of GST or HST, if any, must be indicated separately on TPM Call-ups for
payment, financial reports or other documents of a similar nature that the TPM submits

to Canada.
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4. Method of Payment
41  Option 1 - Monthly Progress Payments

Canada shalil pay the TPM, not more often than once a month, the fees and expenses
incurred by the TPM the previous month.

Each monthly payment shall be subject to a holdback of ten percent (10%) applicable to
all the fees. The holdbacks will be released quarterly in accordance with paragraph 5.
Option 2 — Quarterly Payments

Canada shall pay the TPM, not more often than once a quarter, the fees and expenses
incurred by the TPM the previous quarter. Requests for payment must be accompanied
by quarterly financial and narrative reports satisfactory to Canada.

No holdback is applied to quarterly payments.

4.2 Payment Requests

No payment shall be made to the TPM until Canada receives the following
documentation properly completed:
4.2.1 A detailed invoice of the TPM's fees for time spent in the fulfiliment of third party

management as described in the TPM Cali-up during the previous period
indicating the date, the day and the number of hours worked each day;

4.2.2 A statement of expenses incurred during the previous period including all
information which supports the said expenses and copies of original receipts; and

4.2.3 Inthe event that the number of hours or days worked exceeds the total
authorized for the week, a document in support of a claim for such work which
also establishes that such work had been authorized, in advance, by the
representative for Canada named in the TPM Call-up.

4.2.4 For monthly invoicing, a narrative report and financial report on activities carried
out, results achieved and funds expended during the month to Canada's
satisfaction.

4.2.5 For quarterly invoicing, quarterly reports to Canada’s satisfaction.

43 Notification to the TPM regarding issues with the Payment Requests

Within fifteen (15) days of the receipt of the documentation required for payment
requests, Canada shall notify the TPM, in writing, when any or a combination of the
following situations occurs:

4.3.1 There are errors or omissions in the documentation;

4.3.2 The third party management of programs and services as specified in the TPM
Call-up by the TPM is not, based on the information available fo Canada at the

time, satisfactory or in conformity with the TPM Call-up; or

4.3.3 The amount claimed by the TPM appears to exceed the actual value of the third
party management carried out.
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44 Any fees or expenses incurred by the TPM which are the subject of a notification for
reasons referred to in subsection 4.3 shall be excluded for the purposes of payment until
the said fees or expenses have been accepted by Canada.

5. Release of Holdback

Where holdbacks are applied to the TPM Call-up, the TPM must request the release of the
holdback. Canada shall release the holdback to the TPM at the end of the corresponding
quarter if the TPM has submiited the corresponding quarterly report to the satisfaction of
Canada and Canada determines that the performance of the TPM in that quarter is satisfactory.

6. Right of Set-Off

Without restricting any right of set-off or holdback under taw or by any provision of the TPM
Call-up, Canada may set off against any amount payabile to the TPM by Canada under the
TPM Call-up, any amount payable to Canada by the TPM under the TPM Call-up. This
provision survives the termination or expiration of this agreement.

7. Appointment of Other TPM

The TPM shall notify Canada when another federal institution appoints the TPM to administer
funding for the same Recipient.
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APPENDIX B - GENERAL DESCRIPTION OF THIRD PARTY MANAGEMENT

1. BACKGROUND

Indian and Northern Affairs Canada (INAC) and other federal government institutions provide funding
for the delivery of programs and services for the benefit of members of Recipient. The funding is
provided by way of transfer payments that are governed by funding agreements.

Funding is provided for a mix of block funded services and targeted programs. Recipient Funding
Agreement(s) will contain terms and conditions specific to the funding provided by each federal
institution. Cther federal institutions typically include: Health Canada, Human Resources and Skills
Development Canada, and Canada Mortgage and Housing Corporation.

Recipient Funding Agreement(s} include provisions for remedies on defaults including the appointment
of a third party manager by Canada to administer the funding otherwise payable to the Recipient and
preferably also to assist the Recipient in developing its capacity for management of the funding
agreement(s). If no funding agreement is in place with the Recipient, Canada may appoint a TPM to
ensure continuity of programs and services to Recipients. However, the provisions normally contained
in the Recipient Funding Agreement(s) would apply.

The entity assuming third party management responsibilities under this Framework Agreement is
referred to as Third Party Manager (TPM).

The INAC funding agreement templates with Recipients are available on INAC's website at
hitp:/ivww. ainc-inac.ge.ca/ai/arptm/pubs/cfain/cfain-eng. pdf

2. CONTEXT OF THIRD PARTY MANAGEMENT

Recipient Funding Agreement(s) will not normally be terminated nor amended upon appointment of the
TPM. Funding under the Recipient Funding Agreement(s) will be redirected to the TPM. Recipient
Funding Agreement(s) will remain in place to ensure the contractual relationship with the Recipient is
maintained, recognizing that some of the Recipient’s obligations may not be possible for the TPM to
fulfil, e.g. financial statements, certain accountability requirements which are of a governance nature;
and the Recipient's participation with and support of the TPM in the resolution of the defauit and/or the

difficulties which gave rise to the defauit.

3. PURPOSE/OBJECTIVE

The TPM may be asked to carry out advisory, administrative or capacity development roles.
Administrative roles include safeguarding the financial operations required in support of delivery of
programs and services to First Nation communities while assisting the Recipient to be in a position to
administer the funding in the near future. The TPM may bé asked, and as specified in the TPM Call-up,

fo
a) Administer, in whole or in part, the Recipient’s funding and its obligations set out in the
Recipient Funding Agreement(s);
b) Act as facilitator between the Recipient and its creditors to negotiate repayment plans, if
required;

¢} Assist the Recipient to remedy default in order to facilitate the retum of administration of the
funding to the Recipient, including the preparation and implementation of the plan identified in
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the third party management agreement. This may include the provision of advice on the
resolution of difficulties as well as capacity development, including the preparation and
implementation of strategy as defined in the policy.

4. GENERAL DESCRIPTION OF RANGE OF FUNCTIONS THAT MAY BE INCLUDED IN TPM
CALL-UPS

Notwithstanding the generality of the foregoing, the following describes the functions that have to be
performed and as specified in the TPM Cali-up, by function category:

4.1 FINANCIAL ADMINISTRATION:
4.1.1 Funding for Programs and Services
Except as otherwise specified in the TPM Call-up, the TPM shall:

a)

b)

dj

e)

g)

h)

Accept, competently administer, and professionally manage all funding advanced by Canada
pursuant to and only for the purposes expressly provided for in this agreement, including
implementing procedures to facilitate program management and to support financial control, and
account to Canada for the use of the funding advanced and the results achieved;

Ensure that no funding advanced by Canada to the TPM in a fiscal year is expended for any
purpose other than for pragram(s}, service(s) and/or project(s) that are set out in the Recipient
Funding Agreement(s} and that are delivered in the same fiscal year;

Assume and carry out all the obligations of the Recipient related to program(s), service(s)
and/or project(s) as set out in the Recipient Funding Agreement(s);

Ensure qualified personnel deliver the programs and services for which funding is provided
under this agreement;

Not purport to terminate the employment of Recipient staff or to hire staff on behalf of the
Recipient;

Determine which of the Recipient's staff are necessary for the continuance of programs and
services and shall pay, on the Recipient’s behalf, salaries and benefits of such staff to the extent
that funds are provided under the Recipient Funding Agreement(s) for this purpose;

Where the TPM pays, on the Recipient's behalf, salaries and benefits of such staff, in
consultation with the Canada Revenue Agency, open a secondary account using an extension
to the Recipient’s empioyer number, and complete all reporting and statutory deductions at
source; and make best efforts to comply with any collective agreements covering the Recipient's
employees; and

Comply with all applicable employment laws including the Canada Labour Code.

4.1.2 Recipient Funding Agreement(s) - Expenditures Management

In respect of each Recipient Funding Agreement, the TPM shall:

a) Ensure that no expenditure limit set out in the Recipient Funding Agreement(s) is exceeded

without the prior written consent of Canada;
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b) Frequently review the monthly expenditure amounts and the annual program and service
amounts set out in Recipient Funding Agreement(s) and advise Canada of estimated cash
requirements and possible reallocation of funds where applicable within the overall annual
amount.

¢) Where monthly expenditure amounts or annual program and service amounts no longer refiect
the TPM's estimated cash requirements, advise Canada in writing of the changes required to
ensure that schedule conforms to estimated cash requirements without increasing the
aggregate amount of program(s), service(s) and/or project{s) funded under a specific Recipient
Funding Agreement. Such changes will take effect thirty (30) days after written notice is given
by Canada of acceptance, unless the TPM and Canada agree otherwise in writing; and

d) Canada may, upon notice to the TPM, unilateraily adjust the monthly amounts or the annual
program(s), service(s) and/or project(s} amounts set out in the Recipient Funding Agreement(s)
as applicable.

4.1.3 Surpluses

a) All Surpluses, and any other amounts owing by the TPM to Canada, are debts owed by the
TPM to Canada and are due to Canada when they arise and shall be promptly reimbursed to
Canada. In the event such amounts are not paid to Canada, Canada may set off such amount
against any amount payable by Canada to the TPM.

b) The TPM shall not set off any remuneration or reimbursement owing to the TPM under
APPENDIX A - TPM TERMS OF PAYMENT against any Surplus owing to Canada.

¢) In this clause, “Surplus” means the aggregate amount by which funds provided by the Minister
to the TPM in respect of any Recipient Funding Agreement in the one year period beginning
April 1 of one year and ending March 31 of the following year exceeds the aggregate amount of
expenditures made by the TPM in respect of that Recipient Funding Agreement in the same
period in accordance with this agreement and the applicable TPM Call-up(s).

d) This section prevails over terms governing definition and disposition of surplus in any Recipient
Funding Agreement.

4.1.4 Funding Account

The TPM shall establish and maintain an account (hereinafter “Funding Account”) with a
recognized Canadian financial institution in the TPM's name, in trust, with the explicit notation
that the account is established “in trust” into which all payments advanced by Canada under
the Recipient Funding Agreement(s) shall be deposited.

Where the identity of the Recipient's primary banking facility for funding by Canada immediately
prior to the appointment of the TPM is known to the TPM, and where that facility is a
recognized Canadian Financial Institution, the TPM shall establish and maintain the funding
account in that financial institution, unless, in the TPM's opinion, it is inconsistent with the
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purposes of this agreement to establish or maintain the funding account in the Recipient’s
primary banking facility.

For further clarity, the TPM shall not draw its remuneration from the Funding Account,

4.1.5 Notices to the Public and to the Recipient’s Financial Institution
The TPM shall, upon appointment, or as soon thereafter as is reasonably possible:

a) Provide public notice in a local newspaper of the appointment of the TPM to administer
funding for the provision of programs and services; and

b) If the financial institution where the Recipient held accounts immediately prior to the
appointment of the TPM is known to the TPM notify that financial institution of the
appointment.

4.1.6 Support Staff

Where the TPM requires assistance with the administration of the funding or the delivery of
services beyond that which is provided by Recipient staff funded under the Recipient Funding
Agreement(s), the TPM may utilize TPM Financial Support staff contemplated in the
corresponding TPM Call-up for this purpose; and

4.2 FINANCIAL ADVISORY / CAPACITY DEVELOPMENT:
4.2.1. ADVISORY ASSISTANCE TQ THE RECIPIENT

The TPM shall approach the Recipient's leadership to offer advisory assistance in the following
areas: management and repayment of the Recipient's debt;, capacity-building in the
administration of funding for programs and services; and addressing any difficulties which gave
rise to defauit under Recipient Funding Agreement(s}.

4.2.1.1 For the purpose of providing such advisory assistance, the TPM shall seek the
Recipient’s written consent to:

a) Review the Recipient’s records, books and reports;
b) Review and assess the management and financial systems of the Recipient;

¢) Review and analyse any arrangements between the Recipient and its creditors with
respect to Recipient debt;

d) Review and analyse any management development plans or Remedial Management
~ Plans as defined in any Recipient Funding Agreement(s); and

e) Facilitate discussions between the Recipient and its creditors on repayment and
renegotiation of the Recipient's debt.

4.2.1.2 Upon receiving the Recipient’s consent, the TPM shall:
a) Review the Recipient's records, books and reports;
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b) Assess the management and financial systems of the Recipient;,

¢) Review and analyse any arrangements between the Recipient and its creditors with
respect to the Recipient debt; and

d) Review and analyse any management development plans or Remedial Management
Plans as defined in Recipient Funding Agreement(s).

4.2.1.3 Within sixty (60) calendar days of the date of execution of the TPM Call-up agreement,
or, if sixty (60) calendar days is not reasonably adequate for this purpose, then at such tater
date as the parties to the TPM Call-up may agree upon in writing, the TPM shall prepare a plan
which shall include:
a) According to the TPM’s best information, an aged listing of the Recipient 's accounts
receivable and accounts payable and a list of the Recipient’s debt;

b) Terms and payment obligations on amounts owing, including a description of any pre-
existing repayment or renegotiation arrangements between Recipient and its creditors
and the terms and conditions of such arrangements;

c) Alist, according to the TPM's best information, of all sources of Recipient funds that the
TPM recommends the Recipient draw upon to make Recipient debt repayments;

d) Proposed repayment schedules for the Recipient debt having regard to any
arrangements between the Recipient and its creditors with respect to the Recipient

debt; and

e) Other recommendations to the Recipient that would address the Recipient's capacity to
administer funding for programs and services and any difficulties which gave rise to
default under Recipient Funding Agreement(s).

The TPM shall seek and, where possible, obtain Recipient support for the plan. This should
take the form of the Recipient's written approval of the plan; and the Recipient's consent to
provide the plan to Canada for the purposes of reviewing the progress of the Recipient to
address default under Recipient Funding Arrangement(s) and of the TPM in complying with the

terms and conditions of this agreement.

4.2.1.4 In preparing the plan, the TPM shall:
a) Ensure that the plan is consistent with any Remedial Management Plan as defined by
any Recipient Funding Agreement(s) uniess Canada consents in writing;
b) Address in priority any Recipient debt impacting the delivery of essential services;
c¢) Consider, where such information is available to the TPM:
() Whether the non-payment of a Recipient debt is impacting the delivery of essential
services; :
(i) Whether any part of the Recipient debt was incurred in order to provide programs or
services provided for under a funding agreement with Canada;

(i) Whether any Recipient debt is secured against off-reserve assets of the recipient;
and

(iv) Other factors and circumstances surrounding the Recipient debt with a view to
assisting the Recipient to treat its creditors fairly and equitably.
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d) Consult the Recipient on the content of the proposed plan by:
(i) Inviting the Recipient to provide input on the content of the proposed plan;

(ii) Making any adjustments suggested by the Recipient to the proposed plan that are,
in the TPM'’s professional opinion, reasonable and consistent with the requirements
of this section; and

(iii) Informing the Recipient of any inconsistencies the TPM identifies between the
proposed plan and any arrangements between the Recipient and its creditors with
respect to the Recipient debt.

4.2.1.5 If the Recipient approves the plan, the TPM shall assist the Recipient to implement the
Recipient-approved plan by seeking the Recipient's consent to:

a) Directly and individually notify the Recipient's creditors of the plan;

b) Thereafter inform the Recipient's creditors from time to time of matters that might impact
on their relationship with the Recipient; and

¢) Provide the Recipient's creditors with relevant financial information on matters cutside
this agreement that the Recipient has agreed to disclose.

Upon the consent of the Recipient, the TPM shail:
d) Directly and individually nofify the Recipient's creditors of the plan;

e) Thereafter inform the Recipient's creditors from time to time of matters that might impact
on their relationship with the Recipient;

f) Provide the Recipient's creditors with relevant financial information on matters outside
this agreement that the Recipient has agreed to disclose

g) Provide any capacity-building assistance contemplated in the plan and assist the
Recipient to address any other difficulties giving rise to default under Recipient Funding
Agreement(s).

4.2.1.6 In any dealings with the Recipient’s creditors, the Manager shall make clear to the
Recipient's creditors that the government of Canada is not liable for any current or future
indebtedness of the Recipient.

4.2.1.7 The TPM shall amend the plan as required and in so doing shall follow the process set
out in this section for preparing the plan. The TPM shall make any amended plan available
forthwith to the Recipient, and, on Recipient consent, to Canada.

4.2.1.8 Without disclosing confidential financial information of the Recipient or its creditors to
Canada, the TPM shall provide to Canada quarterly written progress reports on the preparation
of the plan and, in consultation with the Recipient, on the impiementation of the plan by the
Recipient.
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5. ACCOUNTABILITY TO RECIPIENT

The TPM shall maintain a system of accountability to the Recipient and the Recipient's community
members that meets or exceeds the requirements set out in the Recipient Funding Agreement(s)
and that in any event must include:

a) Regular financial reports for each program and service funded under the Recipient Funding
Agreement(s) to be provided to the Recipient and its members to the extent permitted by
law;

b) Regular written progress reports on the preparation of a plan by the TPM and also, where
the Recipient consents, on the plan’s implementation by the Recipient;

¢) Decision making processes of the TPM affecting individuals shall be made known to the
individua! that may be affected by the decision. An individual or individuals that dispute
decisions of the TPM shall have an opportunity to be heard by the TPM; and the outcomes
of decisions by the TPM on such dispute shall be disclosed to the affected individual(s);

d) Making best efforts to keep the Recipient and community members informed in respect of
progress under this agreement, and shall, during the term of this agreement initiate, at a
minimum, guarterly information sessions with the Recipient and its community members to
provide updates on any decisions and actions taken under this agreement. If the TPM
encounters difficulty in arranging such information sessions, the TPM must either conduct
these information sessions in an off-reserve focation or make best efforts to provide relevant
information by mail to community members.

e) Informing community members on how they can communicate with the TPM. The TPM shall
respond to inquiries from community members.

6. ACCOUNTS, RECORDS AND FINANCIAL REPORTING

6.1 Except as provided in this section, the TPM shall fulfill the reporting obligations set out in
Recipient Funding Agreement(s).

6.2 The TPM shall maintain for the term of any TPM Call-up and for at least seven (7) years
following the expiry or termination of that TPM Call-up:

a) Proper and accurate accounts and financial and non-financial records relating to the
TPM Call-up and each program, service and project for which funding is provided
under that TPM Call-up, including supporting documentation; and

b) Accounts and records acquired from the Recipient or any other third party manager
for the purposes of carrying out its obligations under any TPM Call-up.

6.3 Without limiting subsection 6.2, the TPM shall maintain financial accounts and records
referred to in subsection 6.2 in accordance with generally accepied accounting principles
and in such a way as to substantiate any schedules of revenues and expenditures to be
provided to the Canada under subsection 6.5.

8.4 Without limiting subsection 6.2, the TPM shali provide to Canada and the Recipient audited
financial statements in respect of the funding provided under this agreement relating to
Recipient Funding Agreements in each Fiscal Year that must:

a} Be general purpose financial statements that meet the needs of all potential readers;
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b) Be prepared in accordance with generally accepted accounting principles as
prescribed by the Canadian Institute of Chartered Accountants;

c) Disclose any Surpluses as defined in paragraph 4.1.3 as accounts payable to
Canada;

d) Disclose any amounts claimed by the TPM for reimbursement from Canada under
this agreement as accounts receivable; and

e) Be provided to Canada and the Recipient within one hundred and twenty (120) days
of the end of the Fiscal Year in which that funding is advanced to the TPM under any

TPM Call-up.
6.5 Uniess otherwise required by Canada, the TPM shall furthermore provide:

a} On a quarterly basis (or more often as Canada may require) to Canada and the
Recipient any schedules of revenue and expenditure required under Recipient
Funding Agreement(s) and prepared according to the requirements of those funding
agreements; and

b) Monthly variance reports that establish comparisons between budgets and actual
expenditures.

6.6 Where the Recipient communicates to the TPM, by way of a resolution signed by a majority
of the councillors present at a duly convened meeting of the council where the Recipient is a
First Nation, or by way of a resolution of the board of directors where the recipient is a Tribal
Council, a reasonable requirement for further information, including copies of records
maintained under subsection 6.2, associated with the administration of the funds provided
under any TPM Call-up, the TPM shall, to the extent permitted by law, disclose the
requested information to the Recipient.

6.7 Where the Recipient’s auditor, retained by the Recipient by way of a resolution signed by a
majority of the councillors present at a duly convened meeting of the council where the
Recipient is a First Nation, or by resolution of the Recipient's board of directors where the
Recipient is a Tribal Council, determines that the Recipient’s financial statements should
consolidate the activities funded under this agreement, the TPM shall, to the extent
permitted by law, provide to that auditor full access to the TPM’s financial records
maintained under this agreement in order to assist that auditor in the preparation of the
Recipient’s consolidated financial statements. The TPM shall, in any event, provide o that
auditor copies of the TPM’s audited financial statements provided to Canada and the
Recipient under this section on or before the date the TPM's audited financial statements
are provided to Canada and Recipient.

6.8 In this section, Fiscal Year means a one year period beginning April 1 of one year and
ending March 31 of the following year.

6.9 This section survives the termination or expiration of this agreement.

Indian and Northemn Affairs Canada -18-



THIRD PARTY MANAGEMENT FRAMEWORK AGREEMENT

APPENDIX C - GENERAL CONDITIONS

1. Assignment of Agreement

This agreement shall not be assigned, in whole or in part, by the TPM without the prior written
consent of Canada and any purported assignment made without that consent is void and of no
effect. No assignment of the agreement, in whole or in part, shall relieve the TPM from obligation
under this agreement, or impose any liability upon Canada.

2. Audit by Canada

2.1 Canada may audit or cause to have audited the accounts and records of the TPM at any
time during the term of this agreement or within seven (7) years of the termination or
expiration of this agreement, in order to:

a) Assess or review the TPM’s compliance with the terms and conditions of this
agreement;

b) Review the TPM’s program management and financial control practices in relation to
this agreement; and
¢) Confirm the integrity of any data which has been reported by the TPM pursuani to
this agreement.
2.2  The scope, coverage and timing of any audit under subsection 2.1 shall be determined

by Canada and may be carried out by one or more auditor(s) employed or contracted by
Canada, and may be carried out without advance notice.

2.3° Inthe event of an audit under subsection 2.1, the TPM shall;

a) Upon request by the auditor referred to in subsection 2.2, provide to those auditors all
accounts and financial and non-financial records maintained by the TPM relating to
any TPM Call-up under this agreement and to the funding provided under any TPM
Call-up, including all original supporting documentation and any accounts and
records acquired from the Recipient or any other TPM for the purposes of carrying
out the TPM’s obligations;

b) Allow those auditors fo inspect such accounts and records and, except where
prohibited by law, to take copies and extracts of such accounts and records;

c) Provide to those auditors such additional information as they may require with
reference to such accounts and records; and

d) Provide all necessary assistance to those auditors, including providing them with
access to the TPM’s premises.

2.4 For further clarity,

a) Any audit under subsection 2.1 does not limit the TPM’s obligations to have financial
statements and, where applicable, statements of revenues and expenditures audited
under Appendix B; and

b) This section survives the termination or expiration of this agreement.

Indian and Northern Affairs Canada -19 -



THIRD PARTY MANAGEMENT FRAMEWORK AGREEMENT

3. Conflict of Interest

3.1

3.2

The TPM shall not conduct any business with the Recipient or its community members
except as provided for in the TPM Call-up for the duration of the TPM Call-up and
thereafter until all requirements of the TPM Call-up are fulfiled to Canada’s satisfaction.

In the event that the TPM, in the course of fulfilling its obligations under a TPM Call-up,
finds itself in an actual or potential conflict of interest situation as a resuit of the TPM's
past, current or anticipated provision of services to the recipient, including its
organizations, companies, individuals or other legat entities, the TPM shall:

~ a} Declare the actual or potentiai conflict of interest to Canada by written notification;

b) Where the interests of the Recipient may be affected, declare the actual or potential
conflict to the Recipient;

¢) Take immediate measures to address the actual or potential conflict of interest

4. Indemnity and Liability

4.1

4.2

4.3

44

The TPM shall indemnify and save harmless Canada and its representatives from and
against all damages, claims, liabilities, and demands arising directly or indirectly from
any act, omission, or negligence of the TPM, any breach of this agreement by the TPM
and performance or non-performance in whole or in part of the TPM's obligations under
this agreement. ' '

Canada will not be liable for any losses, claims, damages, or expenses relating fo any
injury, disease, iliness, disability or death of the TPM or any employee, agent, or
representative of the TPM or the Recipient, or loss or damage to any property, caused or
alleged to be caused as a result of activities carried out under this agreement.

Canada will not be liable for any negative consequences or extra costs arising out of the
TPM'’s following any advice given by Canada, whether given without or upon invitation
by the TPM, unless the advice was provided to the TPM in writing by Canada and was
accompanied by a statement specifically relieving the TPM of any responsibility for
negative consequences or extra costs that might arise from following the advice.

This section survives the termination or expiration of this agreement.

5. Misconduct and Legal Processes

5.1

52

5.3

The TPM shall provide to the appropriate policing authority, all evidence of fraud or other
criminal conduct related to the subject matter of this agreement.

In the event that the TPM receives a complaint or an allegation by any person against
the TPM or the Recipient alleging any civil or criminal wrongdoing, the TPM shall
immediately notify Canada in writing.

The TPM shall, at its own expense, take all appropriate steps to timely respond and, as
appropriate, defend against any legal process with which the TPM is served or of which
the TPM becomes aware that is in any way related to this agreement or to the TPM’s
obligations under this agreement or that might impair the TPM’s ability to fulfill its
obligations under the agreement.
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5.4  This section survives the termination or expiration of this agreement.

6. Borrowing or Loans
6.1 The TPM shall not borrow or use borrowed funds to make expenditures under the TPM
Cali-up.

6.2  The TPM shall not make, sectre, guarantee or co-sign any loans to or for the Recipient
or any of its community members, either from funding provided under the TPM Call-up or
from any other source.

7. Obligations of the TPM
7.1 The TPM shall:

a)

b)

c)

d)

8. Partnership

Take all necessary action to maintain itself in good standing, to preserve its legal
capacity, to maintain the security screening , and to inform Canada without delay of
any failure to do so;

Complete the work described under the TPM Call-up and take all necessary action
to carry it out successfully within the limits set out in any TPM Call-up and in
accordance with good business practice and using qualified staff;

Disclose to Canada, without delay, any fact or event that would or might
compromise the chance of success of the work or its ability to carry out any of the
conditions of this agreement, either immediately or in the long term, including but
not limited to, pending or potential lawsuits and audits;

In the acquisition of assets and the letting of service contracts for the execution of
the services, the TPM shall call upon suppliers to the extent that they are
competitive and available.

This agreement does not constitute an association for the purpose of establishing a partnership
or joint venture and does not create an agency employment relationship between Canada and

the TPM.

9. Representation and Warranties
9.1 The TPM represents and warrants that:

a)

b}

Where it is incorporated, it is a corporation duly incorporated and in good standing
under the laws of Canada or of a province or territory of Canada as the case may
be, and will remain in good standing under those laws at all times during the term of
this agreement; and

It is not in contravention of any other agreement it may have with the Recipient or
any other person by entering into this agreement, and that its duties and obligations
under this agreement are not affected by any other agreement it may have with
Councit or any other person;,
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c) That the personne! have the necessary qualifications, including language capacity
and experience, to carry out its/their obligations under this agreement;

d) It has not directly or indirectly paid or agreed to pay to a person, and undertakes not
to directly or indirectly make or offer to a person, any payment or other
compensation that is contingent upon or calculated upon the basis of degree of
success in soliciting or obtaining this agreement or negotiation the whole or any part
of its terms;

e) Where any person who, for payment, during the duration of this Arrangement,
undertakes to communicate or arrange a meeting, on behalf of the TPM, with any
"public office holder” or “designated public office holder” as defined by the Lobbying
Act, that person is registered as required by that Act;

f) Where the TPM employs one or more individuals whose duties include
communicating, on behalf of the TPM, with any "public office holder" or "designated
public office holder" as defined by the Lobbying Act, the officer responsible for filing
returns for the TPM files ali returns required by that Act;

g) No member of the House of Commons or the Senate will be admitted to any share
or part of this agreement or to any benefit to arise from this agreement;

h) No individual to whom the post-employment provisions of the Conflict of Interest Act,
the Confiict of Interest and Post- Employment Code for Public Office Holders, or the
Values and Ethics Code for the Public Service applies will derive any direct benefit
from this agreement unless that individual is in compliance with the applicable post-
employment provisions.
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APPENDIX D - TPM Call-up Response and Acceptance Form

This TPM Call-up is subject to the provisions of the Third Party Management Framework Agreement.

Identification of the Parties

Consulting Enfity INAC Representative
Data

Legal Name Name

Mailing Address Title

Location Address if Office Address
different from maifing

address

Telephone Number Telephone Number
Fax No Fax No

E-mail Address E-mail Address

Duration of this TPM Call-up: Between the date of acceptance by Canada and the (end date)

Remuneration

Function Name of Personnel Level of Effort Daily Fee Rate Total Fee Cost per
(in days or Function
portions :
thereof))

TPM Administrator $ ]

TPM Advisory / $ $

Capacity

Development

TPM Financial $ $

Support

Total Maximum Remuneration $

Please note that quoted fee rates cannot exceed those in the signed Framework Agreement and as
may be adjusted from time to time for inflation.

Manager’s Travel and Living Expenses - Estimate for Budget Purposes
Travel Living Expenses Maximum Amount per | Number of Days Maximum Amount
(ltemize required traveltransporfation Item
costs, including any/afl flights, mileage,
accommodations and meal/fincidental
expense alfowances, for the number of
days required)}

Transportation {provide details}

Accommodation (provide details) $
Per day
Meals $
Per day
Incidental Expenses $
___ Per day
Maximum Amount of Total Travel and Living Expenses 3
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Total Cost of TPM Call-up
Total Fee Cost excluding GST/HST

]

Total Travel and Living Expenses
Applicable GSTHST
Total Cost of TPM Cali-up

tales ien

vidnrdaol

i (name of consuiting entity) have chosen the Method of Payment indicated in the table below.

Method of Payment
Option 1 Monthly progress payments subject fo a 10% holdback Yes/No
Option 2 Quarterly milestone payments without holdback Yes/No

| (name of consulting entity) am willing to undertake the third party management as described in Annex
A and for the duration of the assighment at the cost quoted above. | (name and title) am the authorized

representative.

Signature Date

Representing Indian and Northern Affairs Canada, | (name and title of authorized representative)
accept your proposal as above.

Signature Date

Attachments:
» Annex A - Specific Description of Third Party Management;
e Annex B - Performance Measurement Framework, if any;
¢ Annex C - Recipient Funding Agreement(s).
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[Band City | Zone |Gov Rate [Non Gov Ral Trans| Yea
2 [+ 6.87 23.05 1 2010/11 Approximate Broakdown by Component IPrlnt Status:
Elactricity Operation Maintanance j
Timein |[Base Site Formula Labour Ene! Mat& Sub Labour Mat& [Sub
Asset Tyne Units Qty [Service [Cost Index _|Budgat Local [lmport |Elec |Heat |Equlp Total [Local jimport [Equip [Total
59 Lift Station - Base ea 3 1 2000.00 1.86 11,770 2102 0 ¢] 1338 2676 6116 801 2378 2876 5655
60 Lift Station - Volume Units 1380 1 540 9.43 70,280 1863 0 80130 3253 2440 @T686 208 1187 113¢ 2594
61 Mech Treatmant - Base oa 1 1 7000.00 1.84 12,890 3158 0 0 1563 1583 6284 702 2779 3128 8807
62 Mech Treatment - Volume Units 1181 1 16.00 6.03 113,950 7556 0 87079 4208 8415 107258 756 2892 2045 8693
63
64
65 Lagoon - Base ea 1 1 3260.00 1.42 4,620 1137 _ 0 0 4] 1173 2310 1137 0 1173 2310
67 Ptant Bulidings m2 21 1 21.75 5.42 2,480 0 0 0 0 v 0 206 343 1931 2480
69 Sewage Trucks - Base ag 1 1 7000.00 209 14,840 351 0 0 0 251 28682 2106 2076 6896 11778
70 Sewage Trucks - Volume Units 0 1 80.00 1] 0 0 0 0 4] 4] ] 0 0 0
72 Sub-Total 241,680 16335 0 147209 10362 19066 192972 7769 12625 28317 48711
72 Less User Fess Houses N 123 1 81.007 _ 9,963
74[Bewar Total '” ' 2719
78
76 Garbage
77 Trucks - Bagse ea 1 1 7000.00 2.09 14,640 351 0 0 0 2511 2862 2106 2976 8686 11778
78 Trucks - Volume Units 832 1 18.00 1.82 25,610 8876 0 0 0 11287 19983 631 2007 3010 5648
79
80 Sub-Total Garhage 40,250 2027 0 0 0 13798 22825 2737 4963 9706 17426
81 Less User Feas Houses 123 1 $93.00 11,439
s2[Sarisago Toml FELEE]
B27,083] 38448 0 317865 24376 53755 434244 19484 33720 74854 128038
Electrical budget based on Diesel ratio

87 Category Hl
88
89 Admin Bidg m2 100 1 50.25 4.37 21,860 1607 0 4141 8203 1727 16678 452 3454 2375 6281
90 Comm Hall m2 470 1 3340 42 65,840 4709 0 17256 |28469 4380 54814 785 4866 5475 11126
92 Warehouses - Unheated m2 112 1 10.75 3.65 4,400 - 193 Q 1657 0 1015 2865 217 0 1319 1538
94 Garages - Unheated m2 810 1 10.75 365 31,790 1384 0 11969 O 7330 20893 1568 0 9528 11097
85 Arena - Heated m2 2452 i 33.40 4.2 343970 24567 0 80012 148505 22847 285931 4094 25386 28559 58039
97 Daycare m2 179 1 57.00 344 35,100 4289 0 7016 12805 2151 28361 613 3824 4302 8738
g8
99 Sub-Total Category il 503,160

100

101 Less Band Share {80%) 402,528

102

103{Cutagosy 10 Sub-Total 100,632 36759 ¢ | 132051 198082 239450 406342 7729 37530 51559 96818

104 ‘

105 Community Services Total 1,212,730 99628 0 468930 241826 132338 942723 34688 77273 158037 260898

106

107 Less User Fees/Band Share 437,118

108

109 INAC Share - Comm Services 775,612

110
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[Band City | Zone [Gov Rate [Nen GovRat Trang Year .
C2 8 1 1 1 201011 Approximate Breakdown by Componant lPr!nt Status: .
Eloctricity ) Operation Maintenance
Timein [Base Site Formula Labour Ener Mat& Sub Labour Mat& |[Sub
Asset Type Units Qty |Service |Cost index |Budget Local |tmpert [Elee |Heat |Equip Total [Local Jimport |Equip |Total

54 Gravity Mains m 4876 k| 1.15 1.97 11,050 168 0 0 [¢] 288 456 1963 h; B631 10594
59 Lift Station - Base ea 3 1 2000.00 1.96 11,770 2102 0 0 1338 2676 6116 601 2378 2675 5655
60 Lift Station - Volume Uhits 1380 1 5.40 1.7 12,750 1862 0 2607 3251 2438 10158 298 1156 1138 2592
61 Mech Treatment - Base ea 1 1 7000.00 1.84 12,880 3158 0 0 1563 1583 65284 702 2779 3126 6607
&2 Mech Treatment - Volume Units 1181 1 16.00 1.62 30,620 7548 0 3774 4204 8407 23933 755 2089 2642 6686
63

64

B5 Lagoon - Base ea 1 1 3250.00 1.42 4,620 1137 ¢ 0 0 1173 2310 1137 4} 1173 2310
67 Plant Buifdings m2 21 1 2175 5.42 2,480 a 1] 0 +] 0 ¢ 206 343 1931 2480
69 Sewage Trucks - Base ea i 1 7000.00 2.08 14,640 351 4] ] 0 2511 2862 2106 2976 6696 11778
70 Sewage Trucks - Volume Units a 1 60.00 0 0 0 D 0 ¢ 0 0 0 0 0
72 Sub-Total 100,820 16328 0 6381 10356 19056 52119 7788 12621 28313 48702
73 Less User Fess Houses 123 1 81.00 9,963

74iSewer Total 90,857

75

76 Garbage

77 Trucks - Base ea 1 1 7000.00 208 14,640 351 Q 0 o 251 2862 2106 2976 8696 11778
78 Trucks - Volume Unitg 832 i 15.00 1.62 25510 8676 Q 0 0 11287 19963 631 2007 3010 5648
79

80 Sub-Total Garbage 40,250 9027 0 o] 0 13788 22825 2737 4983 9706 17426
81 Less User Fees Houses 123 1 93.00 11,438

82|Garbage Total 28,811

83

84[Category Il Sub-Total 238,823 38803 D 13790 24382 56298 133273 21882 36710 81577 130869
85

86

87 Category il

88

89 Admin Bldg mz2 100 1 50.25 3567 18,450 1610 0 604 8216 1730 12160 453 3459 2378 6290
90 Camm Hall m2 470 1 33.40 3.26 51,180 4708 0 2511 | 2B460 4378 40057 785 4865 5473 11123
92 Warehouses - Unheated m2 112 1 10.75 2.48 2,990 193 v} 242 0 1016 1451 217 0 1321 1538
94 Garages - Unheated m2 810 1 10.75 2.48 21,800 1395 0 1745 0 7343 10484 157 ] 9545 111186
85 Arena - Heated m2 2452 1 33.40 3.26 266,590 24550 0 13099 | 148466 22841 208066 4093 25379 28557 58023
g7 Daycare m2 179 1 57.00 2.85 29,080 4286 0 1020 | 12894 2149 20349 612 382¢ 4298 8730
-98

93 Sub-Total Category il 390,280 «— Electrical budget based on Grid rates
100
101 Less Band Share {80%) 312,232
102

103|Category Ii Sub-Total 78,058 - 36753 0 | 19221 [198036 39457 293467 7731 37523 51566 96820
104

105 Community Services Total 791,270 99859 o 33786 241822 1345298 509986 36718 80133 164411 281262
106

107 Less User Fees/Band Share 345,822

108

109 INAC Sh- - Comm Services 4442 ©
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DIESEL GENERATION COMMUNITIES
*

' 5YEAR
CAPITAL PROJECT FORECAST

2009 09 11

DIESEL COMMUNITIES Capital Projects INAC 2009 Rev 09 09 11.doc
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CAPITAL PROJECTS BY COMMUNITY

Generator Set

BROCHET
PROJECT YEAR ESTIMATED CAPITAL NOTES
' CAPITAL COST CONTRIBUTION -
REQUIRED
FROM FIRST
NATION

Minor Overhaul | 2012/13 $130,000 TBA Unit#3  1015kW
Generator Set

Major Overhaul | 2011/13 $132,000 TBA Unit#1 600kW

Community
Electrical
Distribution.

No major projects have been identified at this time for
the next 5 year period..

DIESEL COMMUNITIES Capital Projects INAC 2009 Rev 09 09 11.doc

STYIE T




CAPITAL PROJECTS BY COMMUNITY

LAC BROCHET
PROJECT YEAR ESTIMATED CAPITAL NOTES
CAPITAL COST CONTRIBUTION
: REQUIRED
FROM FIRST
NATION
Fire 2010/11 $4.5 million TBA New Federal & Provincial regulations require that the
Suppression existing Halon1301 suppression & detection system be
System replaced as part of the Provincial/Federal National
Action Plan for Environment control of Ozone
Depleting substances.

Minor Overhaul | 2011/12 $135,000 TBA Unit#2 425kW
Generator Set
Major Overhaul | 2009/10 $138,000 TBA Unit#3 425kW
Generator Set 2010/11 $140,000 TBA Unit#4 425kW

2013/14 $150,000 TBA Unit#5 855kW
Generator Set 2010/11 $200,000 TBA House Unit Replacement- Obsolescence of 175 kW
Replacement / house unit generator set , CAT D-334 engine. Some
Upgrade critical parts are no longer available.
Community No major projects have been identified at this time for
Electrical the next 5 year period.
Distribution.

DIESEL COMMUNITIES Capital Projects INAC 2009 Rev 09 09 11.doc




CAPITAL PROJECTS BY COMMUNITY

TADOULE LAKE
PROJECT YEAR | ESTIMATED CAPITAL NOTES
CAPITAL CONTRIBUTION
COST REQUIRED
FROM FIRST
NATION
Fuel Storage Tank 2010/11 $3.99 million TBA Provincial tank farm operating license expires on Dec
Replacement 31, 2010. 11 of the current 30 tanks can not be re-
certified and must be removed from service.
Proposed design will replace all 30 tanks with three new
API 650 tanks.
Fire 2010/11 |~ $4.5 million TBA New Federal & Provincial regulations require that the
Suppression. existing Halon1301 suppression & detection system be
System replaced as part of the Provincial/Federal National
Action Plan for Environment control of Ozone
Depleting substances.
Minor Overhaul 2010/11 $125,000 TBA Unit#3 425kW
Generator Set 2011/12 $155,000 TBA Unit#6 855kW
Major Overhaul 2009/10 $150,000 TBA Unit#2 425kW
lfenerator Set 2012/13 $180,000 TBA Unit#4 425kW

DIESEL COMMUNITIES Capital Projects INAC 2009 Rev 09 09 11.doc




CAPITAL PROJECTS BY COMMUNITY

TADOULE LAKE
PROJECT YEAR | ESTIMATED CAPITAL NOTES
CAPITAL CONTRIBUTION
COST REQUIRED
FROM FIRST
NATION
Community No major projects have been identified at this time for
Electrical the next 5 year period.
Distribution. '

DIESEL COMMUNITIES Capital Projects INAC 2009 Rev 09 09 11.doc




CAPITAL PROJECTS BY COMMUNITY

SHAMATTAWA
PROJECT YEAR ESTIMATED CAPITAL NOTES
CAPITAL COST | CONTRIBUTION
REQUIRED
FROM FIRST
NATION

Minor Overhaul 2010/11 $130,000 TBA Unit#] 1015kW
Generator Set 2012/13 $130,000 TBA 1 Unit#2 1015 kW
Major Overhaul 2013/14 $200,000 TBA Unit#3 1015kW

Generator Set

Community
Electrical
Distribution.

No. major projects have been identified at this time for
the next 5 year period..

DIESEL COMMUNITIES Capital Projects INAC 2009 Rev 09 09 11.doc




CAPITAL COST SHARING FORMULA
BY COMMUNITY

BROCHET
AGENCIES | PERCENTAGE SHARE OF CAPITAL
First Nations 39.1%
Other Federal 5.7%
Provincial Government 11.6 %
Other (General Service etc.,) 43.6%
LAC BROCHET
AGENCIES PERCENTAGE SHARE OF CAPITAL
First Nations 84.8%
Other Federal 3.2%
Provincial Government 1.0%
Other (General Service etc.) 11%
TADOULE LAKE
AGENCIES PERCENTAGE SHARE OF CAPITAL
First Nations 77.7%
Other Federal 6.1%
Provincial Government 1.8%
Other (General Service etc.) 14.4%
SHAMATTAWA
a ' AGEN€CIES ARE OF CAPITAL
First Nations
Other Federal

Provincial Government

Other (General Service etc.)

DIESEL COMMUNITIES Capital Projects INAC 2009 Rev 09 09 11.doc
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360 Fortage Avenue » Wininpeg Manitoba Canade ® R3C 2P4
Telephone / N° de téléphone : (204) 360-5658 » Fax / N° de télécopieur : (204) 360-6110
reox{@hydro.mb.ca

201G 907 07

H360 - 30%

Chief Roy Bighetty & Council
Barren Lands First Nation
Genera!l Delivery

Brochet, MB.

ROB 0B0

Dear Chief Bighetty & Council:

Attached you will find a listing of the capital projects Manitoba Hydro has completed over the
past five years at the diesel generating station in your community. I have also included the
forecasted costs for capital projects to be completed over the next five years. In keeping with
the spirit of the Settlement Agreement, Manitoba Hydro wishes to advise you that the Barren
Lands First Nation is responsible for 45.1% of each project.

1 have also attached a draft copy of the Settlement Agreement. Manitoba Hydro is still
waiting for an opportunity to finalize the agreement so it can be signed by all parties involved.
1t is Manitoba Hydro’s understanding that Tracy Fleck, ARDG of INAC will be arranging a

meeting of the parties.

If you have any questions please do not hesitate to contact me.

Yours fruly,

W PC O

R.W. Cox, Manager

Energy Services & Sales
Consumer Marketing & Sales
Customer Service

RWC/rwc/brochet



Chief Roy Bigehetty and Council
201007 07
Page 2

c: L. Harper, MKO
R. Payne, INAC
R. Kiristjanson, Manitoba Hydro



Brochet Diesel Generating Plant
Barren Lands First Nation Share 45.1%

Capital

Project Year Estimated Notes
Capital Cost | Contribution
Required '
Minor 2010/11 $160,000 $72,160 UNIT #3
Overhaul
Generator Set
Major 2012/13 $150,000 $67,650 Unit #1
Overhaul
Generator Set | 2012/13 $180,000 $81,180 Unit #2
Total $220,990
Contribution
Future
Capital
Projects
Previous
Capital
Projects
Soil 2006 $2,816,050 | $1,270,038
Remediation | 2007 $55,874 $25,199
Well 2008 $27,687 $12,487
Monitoring
Installation
Engine 2009 $85,837 $38,712
Failures
Misc. Small | 2009 $11,530 $5,200
Capital
Total $1,351,636
Contribution
Completed
Capital

Projects
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Telephone / N° de téléphone : (204) 360-5658 & Fax / N° de télécopienr : (204) 360-6110
reox@hydro.pib.ca

201007 07

Chief Joseph Danttouze & Council
Northlands Dene First Nation

P.O. Box 120

Lac Brochet, MB.

ROB 2EQ

Dear Chief Danttouze & Council;

Attached you will find a listing of the capital projects Manitoba Hydro has completed over the
past five years at the diesel generating station in you community. I have also included the
forecasted costs for capital projects to be completed over the next five years. In keeping with
the spirit of the Settlement Agreement, Manitoba Hydro wishes to advise you that the
Northlands Dene First Nation is responsible for 85.0% of each project.

I have also attached a draft copy of the Settlement Agreement. Manitoba Hydro is still
waiting fot an opportunity fo finalize the Agreement so it can be signed by all parties
involved. It is Manitoba Hydro’s understanding that Tracy Fleck, ARDG, of INAC will be
arranging a meeting of the parties.

If you have any questions please do not hesitate to contact me.

Yours truly,

it b

R.W. Cox, Manager

Energy Services & Sales
Consumer Marketing & Sales
Customer Service

RWC/rwc/lacbrochet



Chief Roy Danttouze & Council
201007 07

Page 2

c: L. Harper, MKO
R. Payne, INAC
R. Kristjanson, Manitoba Hydro



Lac Brochet Diesel Generating Plant
Northlands Dene First Nation Share 85.0%

Project Year Estimated Capital Notes
Capital Cost | Contribution
Required
Fire 2010/11 | $1,375,000 $1,168,750 Regulations
Suppression require existing
System Halon suppression
systems be
replaced.
Minor Overhaul | 2012/13 | $110,000 $93,500 Unit #2
Generator Set | 2012/13 | $110,000 $93,500 Unit #3
2012/13 | $130,000 $110,500 Unit #5
2013/14 | $110,000 $93,500 Unit #4
Generator Set | 2011/12 | $200,000 $170,000 House Unit
Replacement Replacement
Total $1,729,750
Contribution
Future Capital
Projects
Previous Capital
Projects
Well 2008 $31,326 $26,627
Monitoring
Installation
Misc. Small 2009 $53,391 $45,382
Capital
Total $72.009
Contribution
Completed
Capital
Projects
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360 Portage Avenue » Wininpeg Manitoba Canada = R3C 2P4
Telephone / N° de téléphone : (204) 360-5658 # Fax / N° de télécopienr : {204) 360-6110
reox@hydro.mb.ca

201007 07

Chief Jeffrey Napoakesik & Council
Shamattawa First Nation

Box 210

Shamattawa, MB,

ROB 1KO

Dear Chief Napoakesik& Council:

Attached you will find a listing of the capital projects Manitoba Hydro has completed over the
past five years at the diesel generating station in you community. I have also included the
forecasted costs for capital projects to be completed over the next five years. In keeping with
the spirit of the Settlement A greement, Manitoba Hydro wishes to advise you that the Sayisi
Dene First Nation is responsible for 74.1% of each project.

I have also attached a draft copy of the Settlement Agreement. Manitoba Hydro is‘still
waiting for an opportunity to finalize the Agreement so it can be signed by all parties
involved. It is Manitoba Hydro’s understanding that Tracy Fleck, ARDG of INAC will be

arranging a meeting of the parties.

If you have any questions please do not hesitate to contact me.

Yours truly,

i

R.W. Cox, Manager

Energy Services & Sales
Consumer Marketing & Sales
Customer Service

RWC/rwc/shamattawa



Chief Joseph Napoakesik & Council
2010067 07
Page 2

c: L. Harper, MKO
R. Payne, INAC,
R. Kristjanson, Manitoba Hydro



Shamattawa Diesel Generating Plant
Shamattawa First Nation Share 74.1%

Project Year Estimated Capital Notes
Capital Cost | Contribution
Required
Minor Overhaul | 2010/11 $160,000 $118,560 Unit #3
Generator Set [ 2011/12 | $160,000 $118,560 Unit #1
2012/13 $160,000 $118,560 Unit #2
Total $355,680
Contribution
Future Capital
Projects
Previous Capital
Projects
Powerhouse 2006 $290,763 $215,455
Mods 2007 $14,095 $10,444
Portable Water | 2009 $96,550 $71,543
Supply
Engine Failures | 2009 $601,931 $446,030
Misc. Small 2009 $39,160 $29,017
Capital
Total $772,489
Contribution
Previous
Capital
Projects
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360 Portage Avenue s Wininpeg Menitoba Carada e R3C 2P4
Telephone / N° de téléphone : (204) 360-5658 » Fax /N° de télécopieur : (204) 360-6110
reox(@hydro.mb.ca

201007 07

Chief Jimmy Thorassie & Council
Sayisi Dene First Nation

General Delivery

Tadoule Lake, MB.

ROB 0CO

Dear Chief Thorassie & Council;

Attached you will find a listing of the capital projects Manitoba Hydro has completed over the
past five years at the diesel generating station in you community. I have also included the
forecasted costs for capital projects to be completed over the next five years. In keeping with
the spirit of the Settlement Agreement, Manitoba Hydro wishes to advise you that the Sayisi
Dene First Nation is responsible for 79.3.0% of each project.

I have also attached a draft copy of the Settlement Agreement. Manitoba Hydro is stil
waiting for an opportunity to finalize the Agreement so it can be signed by all parties
involved. It is Manitoba Hydro’s understanding that Tracy Fleck, ARDG of INAC will be
arranging a meeting of the parties.

If you have any questions please do not hesitate to contact me.

Yours truly,

//f/ I

R.W. Cox, Manager

Energy Services & Sales
Consumer Marketing & Sales
Customer Service

RWC/rwe/tadoulelake



Chief Jimmy Thorassie
2010 07 07
Page 2

c: L. Harper, MKO
R. Payne, INAC
R. Kristjanson, Manitoba Hydro



Tadoule Lake Diesel Generating Plant
Sayisi Dene First Nation Share 79.3%

Project Year Estimated Capital Notes
Capital Cost | Contribution
Required

Fire 2010/11 $1,375,000 $1,090,375 Regulations

Suppression require existing

System Halon suppression
systems be
replaced.

Minor Overhaul | 2011/12 $110,000 $87,230 Unit #2

Generator Set | 2011/12 | $140,000 $110,020 .

2012/13 | $110,000 | $87,230 Unit #6

Unit #4

Major Overhaul | 2010/11 $150,000 $118,950 Unit #3

Generator Set

Tank Farm 2010/11 $4.040,000 $3,203,720

Replacement

Total $4.697.525

Contribution .

Future Capital

Projects

Previous Capital

Projects

Well 2008 $33,047 $26,206

Monitoring

Installation

Misc. Small 2009 $20,283 $16,084

Capital

Total $42,290

Contribution

Previous

Capital

Projects
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Manttoba Regdioh

INAC

Diesel Mulitiplier Calculation

[ Current 0&M multiplier being used for Calculations

[ Notused, but displayed to show how an increase in the Gird rates effect the O&M Multiplier

1 {Proposed intreases

1 2 3 4 5 8 7 8 9 14 11 12
{0.4127 {0.4927 o (0.45+ _ )
L600°) (4-2)/2] .0600) (6-3)713 {9-2)f2} 0.0684) (10-3)/73
Rate . T
: Current ., . . . 0 % Change | Proposesd Proposed |, .. _ -~
Aﬁg?‘zed &M R‘?t;a%"l C'h:;-' o M?: Fl'[iér Q&M  |Rates Sept| % Change Q&M % c:::;:? 3ig_&m Comments
so0g | Multiptier| nge | WUHPIeT) moitiptier | 4, 2010 Multiplier [ 0P
Residential _ )
Basic Monthly Charge. 6.2500] . 6.8500 9.60%! $6.8500 9.60%|
First 175 kWW.h per month 0.05678] - 0.0838]  10.38% 30.0638 10.38% First 900 kW.h As of Apid 1, 2008
Next 1,825 KWLh per month 0.0565] 00657 16.20% $0.0857 16.20% Next 1,100 kW.h as of April 1, 2008
Remairing pdns—umpti_o‘n 0.4127} 0.41271 000% _ $0.4500 9.04%
General Service ‘
Basic Monthly Rental 156.8600 17.2500 8.76%) $17:6500 11.29%
First 1,090 kW.h per month 0.0600 0.0684| 13.92% $0.0684. 13.92% First 2,000 kW.h as of April 1, 2008
Next 910 kW.h per month 0.0600 0.0684 13.92% $0.0684 13.92% First 2,000 kKW.h as of April 1, 2008
Next 1,000 KW.h per merth 0.0600 0.0684] 13.92% $0.0684 13.92% First 2,000 kW.h as of April 1, 2008
Remaining consumption 0.4427 6.87 04127 0.00% 6.03 -12.22%  $0.4500° 9.04% 7 RS S .28
Government / FN Education
‘Basic Menthly Rental 15,8600 16,5000 4.9:1%' $17.6500 11.29%
Rate per kW.h 0.4127 0.4127 0.00%) $0.5853. 41.82%
Surcharge per kW.h 0.8709 0.9708]  0.00%] , | $1.6000 654.79%
Total per KWLl 1.3836] 23.05 1.3836 0.60% 2_0‘_2-_3 -12722%) $2.1900 658.28%}
Notes
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Hydro

PO Box 815 » Winnipeg Manitoba Canada « R3C2P4
Street Location for DELIVERY: 22 floor - 360 Portage Avenue
Telephone / N° de téléphone : (204) 360-3946 » Fax / N° de télécopieur : (204) 360-6147
pjramage @ hydro.mb.ca

June 7, 2010
To : See list below

Dear Sirs/Madams:
RE: MANITOBA HYDRO 2016 DIESEL APPLICATION

On April 29, 2010 Manitoba Hydro filed an Application seeking interim approval of New Electric
Rates in Remote Communities Served by Diesel Generation to be effective September 1, 2010
together with Prospective Diesel Cost of Service Study for 2009/10.

By letter dated June 1, 2010, the PUB indicated that it intends to hear this matter by way of a paper
hearing and provided a timetable for such process. The PUB further directed Manitoba Hydro
provide a copy of the Application together with the PUB’s letter of June 1, 2010 to parties
involved in the most recent diesel hearing (MKO, Canada and CAC/MSOS) as well as those
parties to Manitoba Hydro’s current GRA.

Pursuant to Rule 5 of The Public Utilities Board Rules of Practice and Procedure, Manitoba
Hydro is serving electronically those persons noted herein with the following materials:

1. Application for New Electric Rates in Remote Communities served by Diesel
Generation to be Effective September 1, 2010;

2. Prospective Cost of Service Study for 2009/10;

3 Copy of the Public Utilities Board letter to Manitoba Hydro dated June 1,
2010.

It should be noted that use of the term “exparte” on page one of the application was made in error.
Manitoba Hydro intended any orders issuing as a result of the application be interim in nature and
in fact served copies of the materials on MKO and Canada at the time of the filing.

Manitoba Hydro also wishes to bring parties attention to the second paragraph of the Application
which states:

With this Application, Manitoba Hydro is requesting that the PUB approve its
proposed rates only on the condition that the Federal Government, through
Indian and Northern Affairs Canada (INAC), confirms that incremental funding
will be provided sufficient to cover the proposed increases without detriment to
the level of funding provided to the First Nations for all other purposes.



The Public Utilities Board
June 7, 2010
Page 2

Clarification was sought by PUB Counsel with respect to this statement in light of INAC counsel’s

- advice to PUB Counsel that INAC is not in a position to provide such assurances (such advice was
also communicated by INAC to Manitoba Hydro during a meeting held subsequent to the filing of
the Application). Manitoba Hydro can advise that it did not intend that its application be
conditional upon INAC confirming sufficient incremental funding be provided, but rather that the
the PUB approve rates subject to it obtaining the assurances it sought in Order 1/10:

All Parties would best immediately demonstrate that First Nations will be adequately

Jfunded for essential services, and that First Nations, with the assistance of INAC, are
addressing their financial obligations for such essential services. (Order 1/10 at p.
15)

In Manitoba Hydro’s view, if the PUB 1is satisfied that INAC is not in a.position to provide the
desired assurances, the PUB can elect to unconditionally approve the rate increases being sought.

Yours truly,

MANITOBA HYDRO LAW DEPARTMENT
Per:

4

PATRICIA J. RAMAGE
Barrister & Solicitor

PIR/
encls.

cc: Counsel for CAC/MSOS - Byron Williams/Myfanny Bowman
Counsel for MIPUG - Antoine Hacault
Counse] for RCM/TREE - Bill Gange
Counsel for SCO - Jeffrey Rath/Delanie Coad
Counsel for City of Winnipeg - Denise Pambrun
Counsel for INAC - Glynis Hart
Counsel for MKO - Michael Anderson
Counsel for PUB - Bob Peters
Public Utilities Board - G. Gaudreau





