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1. Introduction 

Please state your name and provide your qualifications. 

My name is Frederick William Mills. 

I 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), I was a machinist at CNR and rebuilt diesel electrical 

generators. 

In 1977, I joined INAC as the School Maintenance Supervisor at God's Lake 

Narrows, which had diesel electrical generation at that time. 

In 1978, I became the Island Lake District Maintenance Supervisor at Garden 

Hill, which also had diesel electrical generation. Due to power outages and 

brown outs, I 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, I moved to Winnipeg and became the Maintenance Supervisor for the 

federal schools in the Interlake and Eastside of Lake Winnipeg, where I dealt with 

issues similar to the ones I had dealt with at Island Lake. 

After the federal schools were transferred to First Nations' care and control, I 

worked in the Manitoba Regional office as a Project Officer. One of the many 

projects I worked on was the Eastside electrification project where I worked with 

an INAC electrical engineer. 
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In 1985, as a Capital Officer, I 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 I have held within INAC, I 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, I 

have represented INAC at various national meetings and have explained INAC 

programs and funding methodologies to both National and Regional First Nation 

organizations. 

I 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. 

I 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. I am 

also supporting the Director of Infrastructure and Housing on the diesel electrical 

file. 

Because of my experience and knowledge, I 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. 

I was the INAC lead negotiator on the mediated diesel settlement, which resulted 
\ 

in the Minutes of Settlement being signed in July, 2004. 
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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. 

I 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 formula is 

approximately an additional $900,000.00, or a 16% increase over current 

funding. Importantly, I will explain why, if INAC were to help fund this increase, 

the funding would have to be taken from other INAC national or regional 

programs or initiatives. 

In addition, I 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, I will comment on Desiderata Engineering Consulting lnc.'s 

recommendations for rate design. 
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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. 
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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 responsibility 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 to 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; 
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(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. It 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, 

landfills 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. 



11 

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 to Manitoba Hydro (PUB/MH5), 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 reports 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. 
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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 

othel'V\'iSe 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 respond 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 natiorial 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 electrical 

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 calculated 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 multipliers. 

One is for the Diesel General Service Tariff and the other is for the Diesel 

GovernmenVFirst 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 uses 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 calculation) 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 m2 X 1 x $33.40 x 4.2 = $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 $33.40 X 3.26 = $266,990.00 (This Site 

Index is lower that the Site Index in #1 because the diesel multiplier factor, which 

reflects 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 $900,000.00 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. ("MKO") 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 service. 
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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 plan 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 to 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, or 78% of the total cost. 
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Importantly, INAC does not consider major capital expenditures under the 

Minutes of Settlement 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 1-6, 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 
Fundina Arranaement 1,216,782 349,218 1,566,000 
MH resoonse to INAC/MH i-6 1,147,908 1,042,758 2,190,666 
Variance 68,874 1693,540\ (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 and I. Specifically, although the 5 year capital forecast estimates the cost of 

Lac Brochet's Fire Suppression System to be $4.5 million, 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. It is 

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 started. 

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 2009/1 O? 

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

First, INAC is concerned about the proposal to move the Provincial accounts 

from the GovernmenVFirst 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 Ill. 

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 7 40 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 lnterveners 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 /NAG, 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, I have set out INAC's positions chronologically under the 

headings used in the Order on issues I 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 Agreemenf' 

a. Pre 2004 Accumulated Deficit: $16.9 M. 

While the Order correctly states that Net Exports Revenues were to be used to 

retire this deficit, it does not mention that Manitoba Hydro agreed to retire this 

deficit by May 1, 2014. 

c. 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 total. However, since 2004 and as a result of mediation 

efforts, First Nations accounts have not been characterized as "federal 

governmenf' accounts in the rate structure. Although First Nation Education 

accounts are set at the same rate as the "government" class, they need to 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". I have already 

addressed this issue. 
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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 I 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 

legislation. 

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 Manitoba 

Hydro's customer. It is also not the only funder of First Nations. For example, 

the federal Department of Health provides funding to First Nations to 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, I 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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--- Upon oomrnencing at 9:07 a.m. 

THE CHAlltMAN: Ladies and gentlemen, if I may, 

I'd like to call the Hearing to order_ 

As part of this proce1:1s, MKO 8ubpoenaed Mr. 

Fred Mills, Manager of Program, Planning and Al.location, 

7 FUndi.ng Services Director of Indian and Northern Affairs 

s canada, Manitoba. Region. 

9 Thia morning, I'll call on Mr. Anderson to make 

10 the intro;luctions and proceed in a manner that would normally 
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follow in the cross-examination of a witness 

Prior to doing so, however, I want to serve 

notice on parties that the Board will sit this morning until 

9:45 1111d then we wil.l stand down for approximately half ~ 

hour -- or slightly in excess Of half an J:J,our. And that will 

be our lllOrning break. 

So I want pa.J:ties to be aware of it and 

certainly Mr. Ande:r:aon to be aware of it ~t at 9:4.5 this 

mornin~ we will stand down at that time. 

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

Mills has brought along someone to assist him, if he requires 

any assistance, in the name of Mr. era.lg Henderson and Mr. 

Henderson is Hr. Mill's Counsel and is a member of Federal 

Justice. 

With those brief CQll'ID!ents for the record, I'll 

'l'RE CHAIRMAN: Let the reco.t'd. show that Mr. 

Frederich William Mills has been sworn. 

Mr. Anderson, you can p:roceed. 

Mrt. MICHAEL .ANDERSON; 'thank ~u. Mr. Chair . 

RXAMJ'.NATIO&-IN-CHIBF BY MR. MICHAEL ANDll:RSON: 

MR. MICRAEI. ANDERSON: Mr. Millrt, would you 

please describe your cuxrent responsibilities with the 

Depa:rtt11ent of Indian Affairs, Manitoba region? 

MR. FREDERICH HZLLS: As- Manager of program 

planning and allocation, :r•m responsible fo:r allocati.n,g 

resow::ces to First Nations, 1n va:riowi prog:ram areas. But, 

1·800-663-4915 

........ 

there are five (5) or tour (4) main areas, one being a social 

area which has several areas, one being educatiort, which has 

several programs, capital area, the operation and ma1ntenance 

of facilities area and Indian Government services, such as 

provision of dollarzi for First Nations to operate ~ maintain 

an ad!llin.istration office and sta·ff and that kind of stuff. 

MR. MICHA£L ANDERSON: Thank you, Mr. Mills. 

Previous to your current position -- how long have you beeri, in 

this position with the Department? 

MR. FREDERICH MZLLS: I've been in this 

position for four (4.) years, been With the Department of 

Indian Affairs for twenty-five (25). 

MR. MICHAEL ANDERSON: And previously to your 

Copyrigbl.Pnil«lcd 1400-661-4915 
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call on Mr. Andeison, representing to::O. 

Mr. J>.nderson? 

MR. MICHAEL ANDERSON: GOOd 1110rning. Mr. Ch.air, 

MePlbe:r::s of the Board, counsel Manitoba Hydro . 

I'd like to begin by letting Mr. Mills --

you•ve introduced him already. His associate :I'd like him to 

7 introduce himself, for the record, please. 

a MR. CRAIG HENDERSON: Department of JUstice, 

9 Winnipeg Regional Office, representing the Department of 

10 Indian Affairs. 

11 MR. MICHABL ANDERSON: Thank -you Mr. Henderson. 

MR. CRAIG HENDERSON: craig Henderson, I'111 with 

13 the Federal Department of Justice, Winnipeg Regional office. 

I• And I'm Counsel for the Department of Indian Affairs, 

15 rep:r:esenting Mr. Mill!J this ~ming. 

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

17 Hsnde:rson. 

18 HR. MICHAEL ANDERSON: Mr. Mil1s, would you 

" provide a description please 

20 THB CHAIRMAN: Mr. Anderson·, do you wish to 

21 have Mr. Milla swom? 

22 KR. MICHAEL ANDERSON: Yes, please Mr. Chair, 

23 thank you. 

" 
25 FREDERICH WILLJ:AM MILLS. sworn: 

,_..,.. 
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current_ re.aponaibilit.ies, Mr. Mills, what were you -- what 

were your responsibilities and duties with the Department? 

MR. FRmlERICH WILLIAM MILLS: X have been 

involved in the operation and maintenance p:rogram for about 

fifteen 115) years and was involved E!lttensively in the capital 

progrant for about seven (7) or eight (S) years. 

MR. MICHAlll. ANDERSON: And llS part of your 

responsibilities, both current and previously, that would 

involve the determination of any contributions the depart111ent 

might make, for example, for -- related to electricity 

expenses in the four 14) diesel cOllilltUJlities? 

MR. FREDERICK MILLS: In my capacity, I've 

been ipvolved in the establishment of o&M budgets !o:r First 

Nations, which include an electrical !actor. 

MR. MICHABL ANDERSON: Thank you, Mr. Mills, 

16 and we'll be going through that process in my questiom1. 

17 Firstly, just provide some way of background, 

IS Mr. Mills, I'd like your assiatance in provic:U..ng some eontext 

" 

21 

22 

23 

25 

in resp~ct of the Firat Nations that are involved, theuwelves, 

the four 14) diesel communities, the saysis Dene First Nation, 

the Barrenlands First Nation, t.he Shamatta.wa First Nation and 

the Northlands First Nation. 

Theee are, of course, the four (4) communities 

curtehtly being served by diesel electric services? 

MR. FREDERICK MILLS: .Yes. 



1 

2 

3 

4 

s 

6 

7 

8 

• 
10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1 

2 

3 

4 

s 

6 

7 

8 

• 
10 

11 

,. 
13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2' 

25 

MR. MICHAEL ANDERSON: And in tern1s i;:if using 

Indian and Northern Affairs i,nfonnation from community 

profiles, would you confirm, of course, subject to check, that 

the on reserve population of the Saysis Dene First Nation is 

three hundred and twenty-three (323) persons? 

MR. FREDERICK MILLS; Yes, subject to my 

veri£ication. 

MR. MICliABL ANDBRSOO: And the Ba.rrenlands 

First Nation is four hundred. and fifty-eight (458) persone on 

reserve? 

MR. FREDERICK MILLS: Yes, sub-ject to my 

verification. 

MR. MI~ ANDRRSON: The Saysis Dene First 

Nation is nine hundred and sixty-two (9&2} person111 on reserve? 

MR. FREDERICK MILLS: Yes, subject to my 

verification. 

MR: MICHABL ANDERSON: And the Northlanda 

First Nation, seven b).U1(l.red oi.nd twelve (112) persons on 

reserve? 

MR. FREDERICK MILLS: Yes, subject to my 

verification. 

For a total of two 

thousand four hundred and fifty-five (2,455) on reserve 

reeidents? 

MR. FREOER:tCK MILLS; Yes, subject to my 

l-300-663-491S 

reference was to Sha.mattawa First Nation, at nine hundre(i and 

sixty-two {96"2) persons. It has the largest on reserve 

population of those :four (4). 

~43SO 

The Saysis Dene First Nation is located at 

Tadoule Lake, Manitoba. The Barrenlands First Nation is 

located at Brochet, Manitoba., the north-east corner of 

Reindeer-·Lake. The Shamattawa First Nation is -- the 

Shamattawa First Nation, is known, also, by it!! coaimunit)r 

name, which is in tbe Hayse River section on the Gods River . 

And the Northlando First Nation is on Lac Brochet., Wich is 

north of Brochet·, on a lake that is part o:f the COCbrane River 

syetem. And the coehrane River drains into the north-east 

corner of Reindeer Lake, juet at Brochet. 

Is that of assistance? 

MR. ROBER'!' MAYER: Thank you. 

MR. M.ICHABL ANDBRSON: You•re very welcome. 

I app:r:eciate the clarification becsi.u11e, in my capacity with 

MJCO, I think of the COlflJllWlity in both contexts, but certainly 

in its context as a First Nation, and with its coromunity·name, 

secondly. 

Now, just to also set some immediate context, 

as we gO through the •• the detail, and, by the way, Mr. 

Chair, of cour,se, we circulated in that line of direct 

exandnation by MKO to all parties some time ago, May 22nd, 

2002. 
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verification. 

MR. H.ICllA£L ANDERSON: And, 1n tenus of 

persons Oil rese:rve, that WO)lld -- there would also be, 

although :r don't have the numbers, do you have any idea of the 

other numbers, in terms of teachers, nurs_es, individuals who 

might be providing services, such as in the northern store, et 

cetera, for these cOllllllUnities? 

MR. PREDERICP:. MILLS: No, I do not. Ne do not 

capture that data, if they're not Treaty people . 

MR. MICHAEL ANDERSON: All right, thank you. 

But in the context of our discussions of the diesel First 

Nation comrounity, we are dealing with a total on reee:rve 

population of two thousand four ~undred and fifty-five (2,,55) 

Fir.st NatioRl3 persona, subject to check? 

MR. FRE!?ERICK MILLS• 

MR. MICHAEL ANDERSON: 

Subject to check. 

Thank you. 

MR. ROBERT MAYER: Mr. Anderson? You think. 

for the benefit of some of the people in the roocn who dort•t 

recognise the First Nations, but have been used to talking to 

the communities, you could identify which First Nation ia in 

which community? 

MR, MICHAEL ANDERSON: I'd be pleased to do 

that, thank you. The -- and actually there is a -- a 

correction that :I needed to make. :I believe that at 

repeated Saysis Dene First Nation in my numbers, the second 

And I propose to be following the outline of 

that direct exain.ination. one additional area of exam that I 

would like to propose is the -- in respect of t:he agreements 

that were file by Manitoba Hydro at the end of the (lay, 

yesterday. Just SO!lle brief commente on tha.t. 

CONTINOBO BY- MR. MICHAEL ANDERSON: 

MR. MICHAEL ANDERSON: To set the - - the 

context very clearly and succinctly, does thti Department of 

:Indian and Northern Affairs canada., provide flow through or 

matching fw:idi~g on the basis of electric bills received by 

eacb of these comm.unities? 

MR. FREDERICH WILLIAM MILLS: No, we provide an 

O&M formula funded budget which takes into account the 

electrical charges, but, is not an actual dollar for dollar. 

The ·First Nations have some flexibility within 

their own O&M budget to all.oc.atl? resources to various parts of 

the O&M budg~t. 

MR. MICHAEL ANDERSON: Is the De.part111ent of 

20 ·.Indian and Northern Affairs cana.da a Manito~ Hydro customer 

21. in any of these communities? 

22 

23 

25 

MR. FREDER.ICH MILLS: No. we're not. We baven•t 

been a customer since the very early 90'&. 

MR. H:ICHAEL ANDERSON: Does the Dep~tment o! 

Indian and Northern Affairs canada routinely receive copies of 
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the bills that are forwarded to First Nation customers in 

these tow: {4-) communit.iee. 

MR. FREDBiUCfl M.lLLS: No, we do not. 

MR. MICHAEL ANDERSON: Does the Department of 

Indian and Northern Affairs, receive any detailed infor!llation 

regarding all of the First Nation paid accounts in any of 

these coamunities? 

MR. FRBDBRIG'H MILLS: No, we do not norQtally 

receive that in!ol:lllation. 

MR. MICHAEL ANDERSON: And, therefore, the 

11 electrical contributions to the.se communities are not: based on 

12 bills or billing information, tbey•re baaed on a fo:rmula 

13 procesil tbat ia based on Departlllental policy? 

14 

lS 

16 
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HR. FREDERICH MILLS• That's right. The 

formula is -- the formula takes into account, obViously the 

size of the facility and time and service that the facility 

has been there, like on a yearly ~sis and the base unit cost, 

18 which is derived from actual billings or actual costs captured 

19 by a consulting fiXTll across canaaa. 

20 And they uae those numbers and break it back 

21 down to a Toronto baae cost and in the case of an 

22 administration building, that's around fifty dollars ($50) a 
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square 111etre in Toronto, is what it would cost to ope:rate that 

building. 

Then we upe, what we call geographic site 

l~-49tS 
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have Mr. Hille explain it. 

CONTINmm BY MR- MICHAEL ANDERSON: 

MR. MICHAEL ANDERSON: Hr- Mills, taking for 

5 'ex.ample, a recreational facility o;c- an arena, can you please 

6 explain how lhdian Affairs dete:cmines any CQntribution it 
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Qlight make toward the electric cost of that facility? 

MR_ FREDERICH: WILLIAM MILLS: Using the same 

formula that I previou.ely outlined, INAC funds arena.a which 

a.re classified as a category three (3) w.tthin our -- under our 

policy. 

We run the formulas to provid.e a 100 percent 

to see what the fo::r:mula would generate at 100 percent, 

but, Indian Affairs actually only funds 20 percent of that 

cost. So, as an example, if the formula generated a cost for 

an arena of a hundred thousand dollars ($100,000J, Indian 

Affairs would pPJVide the First Nation, twenty thousand 

(20,000J toward that cout of tjiat facility. 

The First Nation would have to make up the 

balilllCe through Whatever sources -- other sources of funding 

that they llla.Y have. 

MR. KIC'HAEL ANDERSON' All right, thank you, 

~- Mills. I'd like to go through the categories in a minute. 

But also to be clear, when you say 100 percent of the cost, 

What you mean is one (1) -- do you 111ean lOO percent of the 
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indices to move that cost up to Saysis Dene or any of the 

other communities in Manitoba, which includes an electrical 

portion. 

And then on top of it, because tbey•re diesel 

generated c:onrronities, we add an additional factor into those 

diesel generated communitiea, becau.ee of the base coat is 

}laaed on land line electricity. And our current rate now ip 

fifteen point four (15.4) timel!I the_average kilowatt hour -

cents per hour on land line. 

MR. MICRABL ANDBRSON: Thank you Kr. Milla. 

U So, if I might summarize the proce.sa from what 

12 I Ullderstand the process to be, the Department uses a. series 

13 of assumptions for specific types of facilities or assets and 
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that the asBllltlptions that are --

MS. PATRICIA RAMAGE: Excuse ine, Mr. Chair, I'm 

just concerned who is giving the evidence here. 

THE CIUl.IRMAN• Thank you. Mr. Anderson, you 

shoul.d be posing questions to your witneas, we give you a tair 

bit of latitude in so far as your atructural part or your 

question, but, I think it's important for this record to 

ensure that we get the witnesses answers and not your 

position. 

MR. MICHAEL ANDERSON: Thank you Mr. Chair - To 

SO!lle extent my question again is in effect related to our 

unt:ami1.iarity with the process, so "I'll. ask the questions and 

cost value gene:rated by the fonnu.la? 

driven budget. 

infotlnation? 

MR. FREDERICK Mit.LS: Yes, it's a forsnula 

MR. MICHAEL ANDERSON: And not by --

MR. FREDBRICK MILLS: It's not actual 

MR. MICHAEL ANDERSON: -- billing 

MR. FREDERICK MILLS: 

MR. MIOIABL ANDERSON: 

It's not actual costs • 

All right. '!'hank you. 

Mr. Wiens described, in 111y cxotls-examination on Monday, a. 

series of percentages that were applied by the depart111ent in 

fun•;Ung variou,s assets. You•ve mentioned category 3. 

so that the record is complete, could we start, 

basically, at the top and explain the various asset categories 

al)d the manner in Wich the department provides electrical 

contr~tions, or contributions .of any type, toward them, 

please? 

MR. FREDERICK M:rLLS: There are fou.r ( 4) 

categories of a.ssete for wbieb the department provides funding 

for. The first three are what we clal!lsif'y as community 

facilities and the last one is what we classify aa educational 

facilities. 

And all the contributions that we provide are 

based on our "formula, they• re not based on actual billings 

received by the First Nation. 
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ln category l, which are assets which benefit 

tht! community as a whole, which are like .a fire _ho.ll, the road 

system, a landfill site, street lights, you can't say a 

specific house is benefitting from. that asset, but generally, 

the community benefits from that as11et. Those, we. fund at. -

at approximately 90 percent of the foX'fltl1l.a. budget. 

category 2 ite'JllS are ite=s which provide a 

servictS directly to a specific resident or building, such as 

water and sewer and garbage pickup. We gene-rate a formula and 

-- and on average, we fQnd. approxi111a.tely eo percent of· that. 

The ~lance of that is to be made up out or use:i:- fees that 

they would pay for water, sewer and garbage. 

~tegory 3 itewJ, which are cl.aa.sified as 

community buildings, which include Band arenas, warehouses, 

Band offices, heated warehouses, tl:'Uck garages, that kind of 

stuff, ge~e~al truck garages, that kind of stuff, that First 

17 Nations have, we fund 20 percent of the fo=.la budS(_et. 

is And on the last category, which is- educational 

19 facilities, the budg~t is generated by the formula and we 

20 provide 100 percent of that, to the First Nations. 
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MR. MICHAEI. ANDERSON: Thank you, Mr. Mills. 

And without repeating the point too 1llMY tiaiea, I hope, but 

jurit _for it's clear for the record, When you say, 100 percent 

for educational facilJ.ties, onc:.e again, you mean, 100 percent 

of the amount generated by the formula, and not 100 percent of 

1~91$ 
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co:st, heat is another part, tnaterials and equiP111ent on the 

operation aide. 

And then on the 11\aintenani:e side of things, 

• again, i.t•s labour and materials and equipment are a.11. 

S inclusive., including utility bills and all that, sort of stuff, 

6 are included. 
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MR. MI:O!AEL ANDERSON: And Setting aside for a 

moment the -- the geographic site indices, and the specific 

site index, are these values for l~ and so forth, based on 

a series of asaumptions that are unifonily applied in a.ll 

final. calculations across Canada to all First Nations? 

KR. FRBDERIO: MI:LLS: I can't ~war that. I 

know in Manitoba they're uniformly applied, but then the 

Manitoba Region, I •m not fully 11.ware bow other regions in INAC 

apply the foJ;lltU].as. 

MR. MICHAEL ANbBRSON: The question -- or x 

should perhaps rephrase, are the -- is 
) 

there a foundation of 

aSSUll'Ptions produced by Iru;lia.n and Northenl Affairs Canada at 

Headquarters Division, that is c:irculated to Regions for their 

use for this purpose2 

MR. FREDERICK. MILL$: We use a Band cost 

reference manual that' e developed for the use of Band 

el!lployees to ge.tt.erate various fo:cmula.s for O&M, Operating iU1d 

Maintenance costs. 

MR. MICHAEL ANDERSON:. And tbe cost reference 
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any actual costs fox: electricity and respective bills? 

MR. FREDERICK Mu.LS• That's right. It's 100 

percent of the formula derived budget. 

MR. MICHAEL ANDKRSON: All right. And I had 

begun .a qu.estion tbat was px:QViding information, and Manitoba 

Hydro had, qu.ite rightly, had requested that I ask you the 

questions. 

When the formula is being operated, what 

elements comprise the -- the factors that are used to" 

calculate these numbers? These values for electrical costa? 

HOw do you arrive a.t the formula. driven electrical 

contril>Utions? 

MR. FREDERICK MILLS: Ao stated previously, 

the formula is based on, obviously, the size of the facility, 

in other words, how many square ~etres, if We're talking 

buildings, or roads, how ~Y kilometres. The time and 

se:r:vi.ce over the last year, baee coat and a site index 

which -- a geographical site index which, as we all know, it 

costs more to do business in cOll'llllunities that are further a.way 

from -- from major service centres. 

That provides the total .formula budget. And 

then our categories ki~ in and we provide percent<lges of that 

!otiuula budget. Within the base cost, things are included, 

such as, on the operation side, there ie labour, for the 

operation of the facility, there is electrical, is part o.f the 

manual includes values tbat are then pl.ugged into the model 

for various - -

That's right. 

MR. MICHAEL ANDERSON: -- sub-c0111pQnents? 

~. FREDERICK HILLS: Yes. 

MR. MICH1'BL ANDERSON: And in tenns of the 

...... 

revisions to these assumptions how is -- how- -- is that -- ie 

t;hat done, and hoW frequently is that done? 

MR. PRROBRICk MILLS: In tertnS of the 

assumptions, I don't believe that the assumptions are reviewed 

on a - - on an annual or an ongoing basis. It• s only when we 

find that there's a sullstantial variance that ~ would review 

that. And we would _have to take that forward to -- if 

Manitoba found sometbing that was -- seemed out of wack with 

the -- with the assumptions, we woµld have to take that 

foxvard to Headquarters for their review and -- a.nd input into 

having a National policy change on that assumption. 

MR. HICHABL ANDERSON: SO in order to change 

base assumptions for formula operations to calculate O&M 

contributions in Manitoba, it would have to be approved by 

Indian and Northern Affairs canada at the Headquarters level? 

MR. FREDERICK HILLS• Yes. 

MR. MICHAEL ANDBRSON: And can you describe 

any changes that have taken place since 19.90·, and I just pick 

this date becausl:l it• s convenient for the question, not 

,..,... 
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1 necessarily for any other x-eference, although it dQ!?s have 

2 reference to tbe addition of enhanced diesel services. 

3 But c:an you devise any changes in the manner in 

4 Which Headquarters, Indian and Northern Atfaii:s Canada 

5 Headquartere provides O&M contribution dollars to Manitoba 

6 Regi0I1S since 1990? 

7 MR. FREDERICK MILLS : In 1990 we --

• Headquarters provided - - actuaJ.1y Treasury ~ provided to 

9 Headquarters and subsequent -- subsequent to Manitoba Region. 

10 FUnding was based on a database, infol'.lllation th.at we collected 

11 frolll the Pirst Nations, compiled and foJ:Warded it on through 

12 and -- and calculate it out to generate a number. 
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:rn about 1995/96, in that range, ~easury Board 

changed their methodology of fundi.ng lllOSt Government 

departments to one of a block, and it was based on historical 

data that was given on tbe previous few years. Treasury Board 

would -- had -- currently now provides a block of money to 

:Indian Affairs, plus a factor for inflation. 

And subaeqq.ent, Headquarters allocates those 

resouz;ces back to tbe Manitoba Region, ha.Bed on the ~ame kind 

Of calculation, based on historical allocations, plus a -- a 

factor. They have no relationship ba.ek to the databases 

anymore. 

At one tiine the databases - - the inforination 

provided to Treasury.Board for costing included growth rates 

. 
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MR. FREDERICK MILLS: Within Indian Affairs 

it's known all t:he funding envelope. 

MR. MICHAEL ANDBRSON: And, do you accept a 

euphem.iem, or my -- 1llY teniinology for it, in effect, the 

funding levels tba.t were in effect as of 1995 are, 

effectively, frozen with the exception of these changes tba.t 

ore based on inflation? 

MR. FREDERICK MILLS: That's correct . 

MR. MICHASL ANP~N: Thank you, Mr. Mills. 

A.lid this new -- thi-s funding policy, in effect as of '95, of 

course, would also have affected electrical costs in the 

diesel c0111munities, with the rates currently in effect? 

M'R. FREDERICK MILLS: Please ask the question 

again? 

MR. HI~ ANDERSON: Sorry, Mr. Mills, The 

-- in the event that there we~e any changes in electrical 

costs being borne .by Fii:st Nation o:xnm -- the diesel Piret 

National communities, after 1995, there would have been no 

inc~se in funds available from headquarters to cover these 

costs? 

MR. FREDERICK MILLS: ~ot specifically for 

diesel generation. 

MR. MICHAEL ANDERSON: Thank you. 

(BRIEF PAUSE) 

l~l-491S 
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l in the First Nations cOIDQZWl.ities, the coat of doing business 

2 in the Fii:st Nations c01111l1Unit.ies, and those kind. of things 

3 were included., and -- and now it's l:\ot. 

4 And there's an example, our increase for 

5 Manitoba Region, this fiscal year was .1988 percent of our 

6 of our block funding. 

HR. MICHAEL ANDERSON: So thank you, Mr. 

Mille. Prior to 1995 then if Manitoba Region. bad deter111ined 

9 that tber_e were any areas wti.ere there were GUhstantial or 

10 notable increases in coats, the Region would 1IUlk.e a submission 

11 to Headquarters for an additional allocation of dollars to 

12 respond. to those beeds? 
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MR. FREDERICK MILLS: We had the opportunities 

to make submissions and -- and request additional resources. 

They weren't. always approved by -- by Headquarters, but we had 

that opportunity. 

Since 19~5/96, tbe opportunity to do that has 

dwindled to almost nothing. 

MR. MICHAEL ANDERSON: And, the terudnology 

that's often used in Manitoba to describe this block funding, 

is? 

MR, FREDBRI:CK MILLS: It's called core 

funding. 

MR. MICHAEL ANDERSON• 

generally, is it also knQwn as tbe funding envelope? 

,_..,, 
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i HR. R08SRT MAYER: While we•re waiting, Mr. 
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Mills, :i: am as9Ull1ing, since ycu mentioned inflation, it .the 

coete of diesel fUel went up. chat would be a significant 

piece of your inflation factor. would it not? 

MR.. FREDBRICK Mu.LS ' I'IQ not sure what 

Treasury Board uses in terms of determining their inflation 

factor when they provide resources to ua. They gave us a 

1.988 percent increase, that includes the cost ot living . 

Now, if that includes t:he cost of gas going up, :i: would assume 

that it may be. in there but I: can't say for certain. 

CONTDWBO 8Y MR.. MJ:CIUJll. ANDERSON: 

MR. MICRASL ANDERSON: And, Mr. Mill$, 

there's one -- with respect to category 3 assets, there was 

I fll,ll.Y have missed it, but my recollection was, do Band offices 

also fall under category 3 facilities? 

MR. ~ERICX MJ:LLS: · Yee, as administration 

offic:ee. 

MR. MICHAEL ANDERSON: Yee, okay. Just to be 

clear. So, prior to April l.st, 2002, what was the electrical 

cost Q!Ultiplier applied to category 3 facilities in the four 

(4) diesel communities? 

,MR. P'RBDBRJ:CK MILLS: It was a factor of 15.4. 

Por - - and that was 
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for educational facilities? 

MR. FREDERICK MILLS: Yes. 

MR. MICHAEL ANDERSON: Okay. But for 

category 3 facilities, what wa..e the electrical cost lllUl.tiplier 

MR. FREDERICK MILLS : I bel.ieve it was six 

point three (6.3). The non -- the non gove:rnment rate. 

MR. MICHAEL ANDERSON; And that was for the 

Shalllattawa community? 

That was for the 

Shamattawa comm.unity. The other Ofiee were -- it was based at 

o~. 

MR. MI:CHAEL ANDERSON: And -- and so that the 

Mills. 

MR. FREDERICK MILLS' 

MR. MICHAEL ANDER.BON: 

MR. FREDERICK MILLS: 

And --

sorry. Go ahead, Mr. 

And that waa because we 

were aware of eO(lle significant a.J9Sets that were built in 

Sha.mattawa that had a. higher power usage than what the formula 

originally would have generated for. 

MR. MICHAEL ANDERSON: In Shamattawa 

MR. FREDERICK MILLS: :tn -Sh.a.mattawa.. 

MR. MICHAEL AmlBRSON: -- it wau six point 

three (6.31 factor? So -- an,d. you'd indicated that, so for 

l-&00-66J.49t,: 

..,.., .. 
Wllli actuall.y applied and the rates that may have been charged? 

MR. FREDERICK MILLS: Yes, we have. 

MR. MICHAEL ANDERSON: could you, please, 

describe tbe analysis that you've done, cm categoJ!Y 3 assets, 

please? 

M.R. FRBDmtlCH MILLS: Hbat we did, is we took a 

look at the current tactor for electrical in all those four 

(4.) main communities. And run calculations based on What the 

9 current factor ~s and then r.m the calculations again, based 

10 on if there were 1.5 .4, what the calculations were. 
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And we did that over, I think, a fD\ll." (4) year 

period., since 1.994/95, we went back for a five (5} year 

period. This was last year that the anal.ysis was undertaken. 

And it generated the eost difference of, i: 

~lieve, somewhere around -- I'm thinking off the top of lllY 

head here. between $1 and $2 million dollars, r•m not sure of 

the ex.a.et mmber, at 15.4 versus what they were being funded 

at, over the four (4) ye;ir period, not on an annual basis, 

but, over a four (4) year period. 

MR. MICHAEL ANDERSON l And that's assua:dng that 

21 the asset would have been charged the full cost govenunent 

22 

23 

25 

rate? 

MR. FREDERICH MILLS: That's correc;t. 

MR. MICHAEL ANDERSON. Did you also do an 

analysis where you examined the total category three {3) 

l-I00-66.H91S 
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the -- Broch.et, Lac Brochet and Tadoule Lake, the ~ultiplier 

used in the fo=la was a factor of one? 

MR. FRSDER..ICK MILLS: That's right. 

MR. MICHl\&L ANDERSON: And to be clear, on..e 

is equival.ent to what rate? 

MR. FREDERICK HILLS: '!'be land -- the land 

line ra.tes. And that assumption was that they were IJIM.11 

facilities, small .build,ings. And ali they were using -

really usin'g the power for was to -- was for light. They were 

using wood heat in those t&eilities. 

kR. MICHA.BL ANDERSON: SO then, the category 

J facilities, in the four diesel communities, were receiving 

20 percent of the electrical cost, assuming, basically, 

Kinnipeg level. rates? 

MR. FREDBR.ICK MILLS : For Saysis Dene, Brochet 

~ Lac Brochet, yes. 

MR. MICHAEL 11NDERSON: Okay. And if they 

were being charged -- it any of this category 3 facilities 

were, io fact, being billed at the government rate, the rate 

would have been fifteen point (15.) -- the factor -- the 

correct mu1tipl.ier would have been fifteen point four (15.4)? 

MR. FREDERICK MILLS: 'I'hat'e right. 

MR. MICHAZE. ANDERSON: Have you done any 

assessment of the -- the coat -- the potential. cost impact to 

these communities, from the difference between the factor t:hat 

assets, i.s this t.he. analysis you•re describing, total category 

three (3) assets fox- all. fow: (4.) First Nations? 

MR. FREDBRICH MILLS: Yes. 

MR. MICHAEL AND_BRSON: For rates back to April 

1, l.994? 

MR. l'RBDBRICH MILLS: Yea, 

MR. MICHAEL ANDERSON: And the difference that 

you're describing at slightly over $1 million dollars though 

is the_ variance that woul.d have resulted in the dollars you 

contribut~, is that correct? 

MR. FRBOER..ICH MILLS: Th'at•s right. 

MR. MICHAEL· ANDERSON: Al: 20 percent? 

MR.. PREDBRIOI MILLS: That's right. 

MR. MICHAEL llNDERSON: Would you -- Md do you 

recal.l, and subject to check, that the total "electrical cost 

for all category three (3) assets at the l!lUltip!ier one (1) 

was $875,779? 

MR. FREDERICH !'!'.ILLS: Yea, subject to check. 

r:m. MICHAEL ANDERSON: Those would have been 

estimated actual. costs? 

MR.. FREDERICH MILLS: Those would have been 

formula driven ~oata. 

MR. MICHAEL ANDERSON: All right. Arul had the 

recognizing that your fontl\lla looks to create -- generating 

100 percent based on your formul.a, and then you fund a portion 



l of that, do you also, aubject to check, recall tha.t the full 

2 Cost_ governinent rate at 100 percent, would have generated 

3 $9.394 million dollars? 
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MR. FREDERICH MILLS: Yes --

MR. MICHAEL ANDERSON: over the srune period of 

time? 

HR. FREDERICH MILLS: -- yea, subject to check, 

over a four (4) year period. 

MIL MICHAEL ANDERSON: .So, assuming that the 

formula is working correctly, and I make no comitMmt as to 

Whether it is dr isn't at this stage, the communities would 

have -- at the .full cost government rate may have been facing 

bills as l;tigh as $9.3 m.illiQn dollars, for the category three 

(3)' assets? 

MR. FREDERICH Mn.LS: Potentially. 

MR. MICHAEL ANDERSON: llnd the compara:tli.ve zone 

one (l) rate was $875,000? 

MR. f'REOBR.ICH MILLS, That's correct, subject 

to verification. 

HR. MtCHAEL ANDERSON: And recognizing, of 
/ 

course, that this is a si!llulation that was generated missing 

actuaJ. ~illing data7 

MR. FREDERIC!f MILLS: Yes. 

MR. MICHAEL ANDERSON: And si111il.arly, had all 

the category three Ill faci·lities been charged the full cost 

1-!(1()-663-4915 

MR. FRBDSRICH MILLS: Yes, subject to check. 

MR. MICHAEL A?mBRSON: And then the total 

coat would have been a~ 100 percent formula dri.v'e, full cost 

non-govern:ment rate, $1.425 million? 

MR. FRBDeu:o:: MILLS: Yes, subject to check. 

MR. MICHABL ANDERSON. And of that, assl,lllling 

that they were all charged at that rate, they would have 

received only 20 percent o.f that value, in order to cover 

their actual bills, :ta that correct? 

MR. PREDBRIO:: MILLS: That's right. 

MR. MJ:CHABL ANDERSON: can you advise whether 

or not the Department of Indian and Northern Affairs canada 

bad explained the manner in which the Government of cana.da 

provides contribution toward electrical costs to Manitoba 

MR. FRBDmtlCIC MILLS: Yea, we provided a brief 

explanation to thelll, l believe it was on March l.4th, at a 

meeting in their offii;:es. And I also put on the table that 

they were iaore than welcome to -- to give me a call and I 

would provide a 1G0re detzliled explanation, :lf they chose to 

have one. 

THE CHAIRMAN: March the 14th, 2002? 

MR. FREliBR.Ict MlI.LS: Yes, 2002. 

CONTlNUED BY MR.. MICHAEL ANDERsoN: 

1 non-government rate, all of them, they --

2 MR. FREDERICH MILLS: As previously atated, 

3 Barrerul land (aicl. Northlanda and Saysis Dene were charged at 
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land 111ine rate.a for category three (3} itMUJ throughout 

THB CHAXRMAN: Is your aic on? 

MR. FRE08R.ICH MILLS: Yes -- throughout the 

course of the tiine fra111e-we•re talking about. 

Sbamattawa was funded at the non-government 

rate which created a factor of six point three (6.Jl over the 

sa111e peri,od of ti.Ille. That's what they were funded at. The 

levels they were funded at. 

assets-? 

<1-ssets. 

MR. MICHAEL ANDERSON• Only .Shamattawa-? 

MR. FREDERICH MILLS: only Sbama.ttawa. 

MR. MICHAEL ANDERSON: For category three (3) 

MR. FREDBRIC!l MILLS: For category three (3) 

MR. MlCHAEL ANDERSON: And did _you also run the 

same simulation or a similar simulation for at th~ full coat 

non-government rate, with a lll\lltiplier of six- point three 

(6.3)? 

MR. FRBDBRrCll MILLS: Yes, l believe we did. 

MR. MICHAEL ANDERSON: And, once again, of 

24. course the multiplier one (l.) value would have been $.875,779 

25 in the· simulation? 

·-
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understanding that, and without speaking, of course, !or 

Manitoba Hydro, the same caution Mr. Wiens 1r1ade, yesterday, 

llbout for speaking for MKO, but as a question, is it your 

understanding that the.y were aware of the lllZlDller in which 

~toba -- Indian and Northern Affairs provides electrical 

contributions, prior to March 14th, 2002? 

MR. FREDERICK MILLS: No, I don't know that 

they were aware of how were funded First Nations. l'111 sure 

they weren•t. They see.med sOll\eWhat .shocked at the discussion 

that was going around the table, on bow we were -- how we 

furuied. 

Mr. Antleraon, is thi" a 

convenient tiflte, in your --

Excellent, Mr. Chair, 

thank you. 

Then may l suggest -- may I 

suggest that the Board will stand down and reconvene. at 

approxiw.ately quarter after ten. So l'd ask parties to be 

back then. 

MR. MICHAEL ANDBRSON: 

Upon recessing at 9:43 a.m. 

tJpon resuming at 10:35 a.m. 

Thank you. 

...... 
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THE CHArRMAN: 
"""n 

Ladies and gentlemen, it I 111ay, 

I'd like to call the Hearing back to order, and apologi~e for 

the slight delay. Mr. Anderson ... ? 

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

CONTINUED BY MR. MICHAEL ANDERSON: 

MR. MICHP.EL ANDERSON: To wrap up the earlier 

discussion that we were having about funding and formula.a and 

amounts, Mr. Mills, I'd like to ask, what were the assU111ptions 

that the Departm~t applied in eetablish:i.ng a funding level at 

20 percent for category 3 aasete? 

category 3 assets at .the 

tiiae the fOl:llllllf!. WU -- or the policy wae · developed, were few 

and far between in First Nation COl!llllunities, and at the time 

it ~ felt that the First Nations could raise the money 

through various other means, such as if you've got a Bingo 

Hall or a Bi!lnd Hall or a Community Hall, that you would charge 

a user fee for that ball, as -- as any other Municipality 

dOl!s. so that would be a course of getting some revenue. 

And that you may want to run Bingos to raiee 

21 money to operate the facilities, those kind of things were 

22 taken int.g consideration. 

23 

2' 

25 

1 

2 
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MR. MICHAEL ANDERSON, And juat to put it 

together in the record, thic policy that we're discuesing, was 

establiuhed origin:ally in 1983; is that coicxect? 

type of a catchment area from which Others 111ay be able to be 

brought to the c:ommunity to participate in these events where 

uses tees might be charge? 

P.-ge4l74 

MR. FREDERICH MILLS: Not really, they're four 

5 (") isoated C011U11wdties, only accessible by air for tJ;le major 

6 part.of the year, mtd -- ~winter road ;n the winter time, 
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and it•s still a long -- long drive to get in there. So, no, 

they wouldn • t have a large catchment area other than tl:ie 

existing communities. 

MR. MICHAEL ANDERSON' Thank yau, Mr. Mills. 

11. So the theoey that would apply in these comtUnities as the 
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remaining 80 .percent of cos'ts, including electrical, would 

have to be raised at the community level in some -- by SQ!lle 

·~' 

MR. FREDERICH MILLS: That's correct. 

MR. MICHABL ANDERSON: Thank you, Mr. Mills. 

Mr. Chair, if it might assist, Mr. Mills has advised me that 

he has prepared a sa111ple table showing how this formula would 

be applied !or a sample administrative building, and I've 

provided a copy to Manitoba Hydro's counsel, and they've 

indicated that they have no objections to tbis being entered 

as an exhibit, if I might? 

THB CHAIRMAN: Ms. Ramage? 

MS. PATRICIA R1+.MGE: That's correct. 

THB CHAIRMAN: P.lealie do so. 

1~-4SllS 
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1 MR. FREDERICH KILLS: It wa.s -- I don't know 
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exactly when it was eut;:ablished, but it was -- it was a -

various O&M policies were captured in a docwnent called the 

Operation and Maintenance Handbook in 1983. 

Thank you, Mr. Mille. 

And also juet for -- in 1983, you've mentioned already, you've 

actually stated this. .But were there many o! these typos of 

facilities in First Nati9t1s ~unities in 1983, that is 

arenas, Band Offices and so forth? 

MR. PREDER.ICH KILLS: No, there wasn't arena -

- arenas as we know theta today, there was outdoor skating 

rinks, there wer.e small Band Halls, small Band offices, they 

ha.done ll.1 or two (2) lightbulbs in tbem, they wereJl't 

they didn • t have water and sewer, they didn't have a need for 

ongoing heating in the winter time. They were heated With 

16 'wood and. those sort of things, so those are the sort of sO!lle 

;L 7 of the assumptions that were talcing place as to why the coat 

18 would have been a lot less than -- than wha.t it is today, and 
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at 20 percent, then it would have been fairly easy for a First 

Nation to raise the amount of tn0ney, the 80 percent. Sut 

given today's Standards, we obviously need to reflect upon our 

on our policy. 

MR. MICHl\lll, ANDERSON: And in terms of the 

opportunities that the four (4) diesel CO!lllllunities may have to 

raise user fees, was -- do tl)ey have a -- I would call, ~ 

MR. MICHABt. ANDERSON: And I have twenty (20) 

copies, Mr. Chair • 

MR.. ROBERT MAYER: While those are being 

4.. handed out. Kr. -- Mr. Mills, I've been -- well I went to 
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Sbamattawa once. a. month for fifteen ll.51 years in the 70s and 

the 80s, there was always a Band Office there, and I still 

haven•t seen an arena. 1'nl I missing BOmething here? 

MR. FREDERICH MILLS: Their arena was 

constructed in the late 90s. 

MR. ROBERT MAYER: How is it heated? 

MR. PREOBIUCH MILLS: To be honest with you, 

d0I1't believe their arena. is operating, because. of some othex

problems with it. But it would have been heated with oil 

heat. 

MR. RQBKRT MAYER: .And the issue of -- :r•m 

woPClering about some of the other comra.Wlities. I've been to 

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

directly from the a.ixport to the place where court facilities 

are held, r•m not sure which -- what facilities &rlll actually 

av~ilable in there. There's a very nice school, but I'm not 

sure what else? 

MR. FREDERICH Mr:LLS: I don't know all the 

OOfllll\unities assets by detail. There is -- I believe, it's 

either Northlands or Lac Brochet, have just built a rela.tively 

Mw arena in the last three (3) or four (4) years. A $3 
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million dollar facility, with artificial ice and all that sort 

of stuff, so 

THB CHAIRMAN: And Mr. Anderson, we' l.l reeei ve 

Mr· Mills material iUI MKO Elchibit 8? 

MR. MICHAEL ANDERSON: Thank you, Hr. Chair. 

--- BXH:CSIT NO. MK0-8: A sample table, prepared by Mr. 

Frederich Hills, showing how a 

tormula. would be applied for a 

sample acmdniatrati"V"e bull.ding. 

CONTINUl!!D BY MR. MICHAEL- llNDERSON: 

MR. MICHAEL ANDERSON: While we have presented 

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

thiEI table that you've kindly prepared for ua today? 

MR. FREDBR.ICH MILLS: Okay, actually this is a 

lot along a written tormat of what I explained earlier this 

morning, in terms of the format that we use to calcu1ate the. 

O&M. 

under asset is the name or the type of 

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

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

as a category three (3), subjec:it to 20 percel:l.t funding from 

ZNAC • trnit:s is the size and in this case it' a metres equared. 

Quantity, this f.B.cility is 342.8 square tlletres. 

and import, and import meaning that they don't ba.ve the 

experts in the coamunity, they have to bring them in. And c;;n 

the; ope:i::ation ~id.e, this is like janitor services. 

Al). the ene:t'9Y s-ide, there'e electrical. whicll 

is, you know, for your lights and that sort of stuff. Heat in 

this case, in this facility would be for oil beat. we also 

bave a factor for propane and other types of beat, or 

electrical. lia,terials and equipn1ent for the operation • 

on the maintenance side of things, there•s 

local labour, for you know, doing things for which the 

caamunity ~y have a cazpenter who irJ able to, you knoW, 

repairs windows, those sorts o'f things. 

Dnport labow:', this 111ay be to bring s0111ebody in 

14 to say, look at the fire aliu:m, if there• s a fire alarm in the 

15 cOlll!llUllity, they wouldn't have tha~ expertise in the community. 

16 An4 again •aterial and equipment. 

17 And then ~ below is the electrical cost on 

18 this particular comm.Wlity, it• s based on a remote community, 

" 
20 

" 

" 
" 
25 

okay, a sPecial access cOl!lmUnity which has land line, that's 

the -- and that's why the electrical coat is 3,526. 

OU1' share of that, in other words 20 percent of 

that would bf!, $750, and the remaining 80 .percent the First 

Nation would ha~e to find from within their own source of 

funding -- own source of revenues or uoers fees or what¢ver 

they -- however they can generate their rei;iources. 
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Time in Service, it's been in aervice for one 

year. For ~t particular year the reason for that ie that 

Piret Natirins bUild facilities and t~y come on stream partway 

through the year. SO we don• t fund them for a whole year if 

it's only been in service tor three (JI months, they would get 

three {3) months O&M. 

So that's why there's a factor for time in 

service, just to clarify that. 

The base cost is -- comes right out of our cost 

reference manual. And the site index ie ·- tbe 41ite index is 

generated out of the cost reference iaanual for this particular 

community. 

And then the fon11ula budget is tbe 

multiplication of the quantity, time in service, base cost and 

site index. Give your $61,.t96 dollars for this facility. 

As we. only fund 20 percent of this Cost, we 

would provide the First Nation $12, 299 dollars. 

MR. MICHAEL ANDERSON: Mr. Mills, 50.25 base 

COJilt, 50.25 what? 

MR. PREDBRlCH MILLS: Oh, dollars per square 

tl\etre, sorry -- that's a -- yeah, that's our Toronto base 

cost. 

And then the breakdown of the $61,496 is 

provided and J: talked about this, what's included in the O&M 

budget. on the operatioru> side, there's laboUr and both local 

Pagc4379 

l :r:f this community -- if this facility was in a 

' community such aiJ saysis Dene, Northlands or Lac Brochet, the 

3 current factor for diesel generation is a factor of 15.4, 

4 which increases the electrical coat substantially, by some $50 

s 

• 
7 

' 
10 

thousand dollars, almost $51 thou11and dollars. 

our share of that that we would fWld, would be 

approximately $10,800 and the First Nation would have to make 

up the balance of 43. 

currently Hydro hai!i indicated to us that 

~ugb a proposed rate, of $1.99 per kilowatt and that 

11 ·calculates out to a factor of 32.5 times. So that's a 

13 

significant increase. The electrical costs for this facility 

are projected to be $l.14,000, on an annual. basi11. He would 

14. fund twenty-two thousand (22,000) and the First Nations would 

15 have to find one {11 of their own source revenues, s0111e 

J.6 $91,000. 

J. 7 And - • and when you compare that to the total 

18 of -- of, if your on land line, the total coat of projected 

" 0'11 for that facility was $61,000. So it's. -- you knolf, it's 

20 1110re than 100 percent of What the projected O&M costs are, if 

" you're dealing with the hydro ·- at -- at the proposed rate of 

" $1.99 a_ kil.p,watt for non -- :r: believe that's non-government, I 

" can't remember off the top of my bead. 

HR. M:tCHAEL ANDERSON: Thank you, Mr. Mills. 

,. Becau11e of the; comments that. you've made with retard to this, 
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I -- I'm going to move to a -- a part of my direct that I was 

going to ra:iee a bit l.ater. But I think it's important that 

the record have this all contained together. 

Can you please describe 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 MKO diesel First Nation 

cocmrunities? 

MR. FR.EDER.I.CH MILLS: we•ve bad sewral 

Pagc4JSO 

meetings, diPcussing vario.u_s opti.ons of -- on the provision of 

these services. I would 110t categorize thet11 as negotiations 

but more an infoz:ma.ti-on exchange. 

MR. MICHAEL ANDERSON: '!'bank you. And when 

you referred to proposed increase, in fact, the information 

that's contained at MlCO E:Xhibit 8, the ~posal only is a 

is information -- a suggestion made to the departlQellt by 

Manitoba Hydro. Is that correct? 

MR. FREDERICH Mn.LS: I believe so. They 

provided this information for -- for our review and -- and 

analysis. 

MR. MICHAEL ANDERSON: 'l'hank you, Mr. Mills. 

Mr. Chair, if I llli9ht, in terms of the position taken by the 

Department of Indian and Northern -Affairs regarding their 

discussion.a with Manitoba. Hydro, there is a ·- a letter to the 

lloa.rd of January 29~h of this year, signed f)y the Regional. 

l~-491S 

hge4J81 

So, unless you have a very strenuous objection, 

the Board can receive it and weight; it accordi.ngl.y, 

recogni:r:ing that the -- the -- the signature to the letter 

baan't appeared befoxe us and neither has intervened in-any 

proceeding, and is li~e. ·as you bad suggested, maybe intervene 

in • proceeding when we ~et an Application forward on diesel 

rates. 

MS. PATRICIA RAMAGB: Thank you, Mr. Chair. 

THE CHAIRMAN: Mr. Anderson, is that 

acceptable to YQU? 

MR. MICHAEL ANDmtSON: That it be entered as 

an exhibit, Mr. Chair? 

THB CHAIRMAN: Yes. 

MR. MICHAEL ANDERSON: Yes, ce:r:tainly. Okay. 

THE CHAIRMAN: We'll receive it as MK,() Exhibit 

--· EXHIBIT NO. MK0·9: Letter dated Jan~ry 29th, 2002, 

to the Board, signed by .the 

Regional Director General, Marilyn 

ltapitany. 

(BRIEF PAUSE} 

CONTINUED llY MR. MICHAl?L ANDERSON: 
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Director General, Marilyn Xapitany. 

On this letter, Manitoba, Hydro counsel did 

indicate that they may have SOIUe comments prior to it being 

entered as a.n exhibit. so, if there are any comments t:o be 

111ade, l.'d invite them to do that now. 

THB CHAIRMAN: Ma. Ralnage? 

MS. PATRICIA RAMAGE: Yes, Mr. Chair. 

our concern-with this document being-entered as 

an exhibit is that, this letter seto out the GoVerlll!lent of 

Canada or XHAC•s position, with respect to the· diesel rate. 

And thie group is not a party to these proceedings. If they 

wish thei:r pos1t.ion to 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 to CO!ne 

forward. They•ve chosen not to, perhaps this is their letter 

to indicate -- or, they don't aay that they won't be the:re, 

but they had -- they have the opportunity to be here. I don•t 

seek to be arguing what their position, o:r wish to· argue with 

them, what their position is. 

THE CRAXRMAN: Ms. Ramage. I thank y<lU for 

that. The difficulty I have is that it was a letter. that wa-s 

forwarded to the Bea.rd. And I don't recall the letter but I 

believe I have seen the letter. AI1d it ie part of the public 

record, .is.t the Board. 
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f'll&"43&1 

1 MR. MICHASL ANDERSON: Mr. Milla, do YQU bave 
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a copy of the letter that we were just referring to, before 

Y~' 

MR.. FRBDBRICK MILLS: Yes, z do. 

(BIUBP' PAUSE) 

MR. KICHABL- ANDBRSON: Could -- could yau 

please describe the -- and to a~sist, cou.ld you also please 

re.fer to MKO/MH 1 -- just a moment, Mr. Chair. 

(BRIEF PAUSB) 

MR. MICHAEL ANDERSON: 

s.orxy, Mr. Milla, it's Ml© 2-l(c). I have provided Mr. Mills 

the copy of our Infonnation Responses. The -- the --

MR. E'REDERl.CK MILLS: 

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

response. 

(BRIEF PAUSE) 

MR. MICHAEL ANDERSON: I just real -. Mt'. 

Chair, I juat realii:ed that Mr. Mills is experiencing 

circumstances from our photocopier this morning failing to 

-- ·--
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provide a page. SO what :I'l.l do i.e I'll just aak the question 

more direct1y and keep ue moving along, 

CONTIHOED BY HR. MICHAEL ANDERSON~ 

MR. MICHAEL ANDERSON: Now you• ve genera1 l y 

described the nature of the discusaions that have taken place 

between yourselves and Kcµlitoba Hydro. I would read paragraph 

2 of tbe letter from Ms. Kapitany to the Boardo; 

•There have been a series of infortnation 

discussions involving the Government of 

Canada, 1niti.ate4 by Manitoba Hyd.ro, 

regardUlg the costs of providing s~ice to 

isolated North -- Northern F.irst Nation 

communities. It would not, however, be 

l.S appropriate to categorize theee. discussionu 

16 as negotiations of diesel rates.• 

17 Mr. Mill.a, could you, in addition to the 

18 discussion that you had of the recent proposal, could you 

19 provide an overall summary of the discussions that have taken 

20 place s.ince OCtober 2000, with respect to the provision of 

21 d.iesel service to these f~ (41 OOIN1IUill.ties. 

22 

23 

l 

2 

3 

s 

' 
7 

• 
9 

10 

11 

12 

13 

15 

16 

17 

lS 

20 

21 

22 

23 

" 
25 

MS. PATRICIA RAMAGE: Excuse l!'le, Mr. - - once 

again I'm not sure of the relevance of this, given the status 

upda.te that we've pX'OVided regaX'ding dieeel.. And perhaps 

reiterating our objection in teJ;111S of, we are c0111ing forward 

l'lu43S6 

the Diesel Cost _of Service Study, as we understand it, because 

of the dLscwreions between Manitoba Hydro and Ind).~ and 

Northern Affairs canada. 

Ms. Xapitany•s letter indicatelJ that they a.re 

not negotiations. one of the purposes of having Mr. Mil.l.e 

appear was to make it cl.ear to the ~. I would hope, what 

the actual statue of the relationship between Hydro and the 

Department is, as regarding th:e future prt>vision -- existing 

services and the future provision of services, in that there 

bu been numerous statements at tab J-3 of ttie initial filing, 

in responses to our questions and -so forth, to these 

discussiona. 

nra CHAIRMAN: And Mr. Anderson, recognizing 

your comments, I will al.low the question, but, I would ask you 

to tread OD that area very carefully. 

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

CONTnroED BY MR. MICHAEL ANDERSON: 

MR. FRSDERICH MILLS: And the queetion 

being, Wha.t's the nature of the discussions that were taking 

place? The discussions -- the natw::e of the discussions 

taking place bsve been Manitoba. Hydro has- done fi!O!lle analysis 

and has determined that, in fact, the 1994 rate stX"UCture --

tariff, does not meet the -- does not cover their coate at 

today's rate -- at today's coat, I shoUld_say. 

l~IS 

' with. a diesel application that will deal. with what is 

2 ultima.tel.y -- what Manitoba Hydro arrives at as an 

application, the status of -- of discusei0I1S, I'm not sure how 

' it's geX'llla.De to what we' re here today to discuss. 

Thank you, Ke. Rafllage. Mr. 

' Anders.on, do you have any response? 

7 MR. HICHABL ANDERSON: r do, Mr. Chair, thank 

• you. 

9 

" CONTINDED BY MR. MICHAEL ANDERSON: 

11 MR. MICHAEL ANDERSON: Mr. Mill11, if you eould 

12 :refer to the binder as tab 1, where :r have MXO/MH 1-1, by 

13 exazaple. 

14 And I've also taken the liberty -- yes? And 

15 I've taken the liberty, if you turn the page, of att.aching 

16 aleo the repl.y to the PCB, 1- -- POB/MH 1-54. 

17 In th.is Interrogatory we requested a copy of 

18 the Diesel cost Of Service Study, to which Manitoba Itydro 

19 replied to a similar request made· by the Board: 

20 ~However, as Manitoba Hydro is still engaged 

21 in di11cussions, which could alter the 

22 

23 

24 

25 

substance of the study, it woul.~ be 

preferred to file an updated study When 

those conclusiou11 are kQown." 

In other words, we did not receiv~ 11. copy of 

i'qc4317 

l And the nature has been on how can INAC assi9t 

2 

3 

• 
' 
7 

' 

them in reducing their -- their tariff rate or their cost per 

kilowatt, Or how can we assist th.em in implementing a revi_sed 

rate. 

And they've made several preseintationl!I to us on 

different -- different rate structures and hoW tbey came up 

with their costs and all that sort of stuff. But, in eseence, 

that's -- that's the basic eseence of the discussion, I think . 

THE~= 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 

13 

15 

16 

'7 

18 

19 

2.0 

2' 

24 

MR. PREDBRI:CH MILLS• I don't recall an exact 

date. I do know that we just received a rate structure frOll\ 

them this month and that was what the -- on E:xhihit MK0-8, the 

propos-ed x-ate factor of 32.S ~ basEid on, was that proposed 

rate structure that they did provide us 

:r don't believe that I received a full cost 

study on it. 

THB CHAIRMllN: So, juf:Jt so I'm _clear, you got a 

propos.il. from Manitoba Hydro, but, that proposal in your view 

was a page ite111., or was it a fifty {SO) page item? 

MR. FREDERICH MILLS: No, it was like a three. 

{3) page letter. 

THE CHAIRMAN: Thank you. 

Hr. Ande:raon? 

--



Pagc43H 

1 CONTDlOED BY MR. MICHAEL ANDERSON: 

MR. MICHAEL ANDB'.RSON: Thank you Hr. ctiair. 

3 And in terotS of the -- the process that's being 

4 undertaken between yourselves and Manitoba Hydro, what have 

5 you advised Manitoba Hydro in reepect of their -- I'll revise 

6 

7 

8 

' 
10 

11 

12 

14 

15 

16 

1' 

18 

1' 

20 

21 

23 

24 

25 

1 

2 

' 
' 
5 

6 

7 

8 

' 
10 

11 

12 

13 

H 

15 

16 

17 

this. 

Is it the expectation, as you understand 

Manitoba Hydro, that canada will continue to ptu:ticipate 

financially in the provision of diesel service in these four 

HJ COllllllUDities? Tha.t is the Departltent of Indian and 

Northern Affairs canada? 

MR. FREDERICH MILLS: Not directly. We -~ we -

- it•s our position, as outlined in Ms. Kapitany•s letter, is 

that the First Nation.a are the customers and we fund the First 

Nations. We don•t -- we are not going to be funding Hydro 

directly. 

And if :I remember correccly, the 1994 Public 

Utilities Board Hearing says that all capi'tal costs should be 

subsumed into the rate structure. So it all thoae co.sts were 

subsumed into the rate structure and the F-iret Nat.ion•a hydro 

bills went up accordingl.y, then we would have to :reconsider 

somewhat, our formula.B to provide so11H! level of compensation, 

given the context of the amounts we fund in d.iffe.rent 

categories. 

MR. MICH1\EL ANDERSON: Thank you Mr. Mills. 

to come up with the other 80 percent. We're not prep;u:ed to 

tell them how to spend the twelve (12), provided them spend it 

within that facility. 

MR. MICHAEL ANDBRSON: So using the examples 

that we•ve described, again, of· tbe cat~ory 3 faci1itiel!I and 

the 20 percent contribution of the department, the relllaining 

80 percent of coats, the First Nation ia able to reallocate 

from other dollars that they may receive from the deparbnent 

and" any other source they may hav.e? 

MR. FREDERICH MILLS~ They are at· l.iberty to 

find that funding w:l:tb any of their source revenues.; and with 

other sources from ·within INAC, it would depend on tbe pl:ogram 

area that they're being -- that they're looking at recouping 

some of those resources fr0111. 

some of our program areas are funded on what• s 

called a direct contribution. Xn other words, a dollar for 

dollar, spend a dol.lar, you get a dollar back. Some areas are 

18 funded on a -- on a grant ba.eis, on which we expect the First 

19 Nation, an example of that would be Band support funding, 

20 Which is monies for a Band to run their government, pay tlteir 

21 honorariums, hire a Band Manager. 

22 They may direct some of those resources towards 

23 

24 

25 

the ope.ration 4nd maintenance of the facility beca~e it's a 

grant. 

MR. MICHAEL loNDBRSON: All right. So, if the 
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' And juat tQ clarify perhaps, you•ve answered 

2 

1 

' 
5 

6 

this already, that is, it is your understanding that you• re at 

present negotiating with Manitoba Hydro the future of the 

diesel services in terms of the involvement of the Govenunent 

of canada? 

We are not negotiating. 

7 We are having (!iscussions. AB I said before, First Nations 

8 are the customers, they're -- they're the ones that Hydro 

g needs to·be de.,.ling directly with. 

10 

11 

12 

" 
14 

15 

16 

18 

1' 

20 

21 

22 

25 

MR. MICHAEL ANDERSON• ~ yciu, Mr. Mills. 

Some matters, just in terms of how, again, operations tllke. 

place within the COl'lllll:Unity. This follows a.long the formula 

fUnding. 

Would you confir111 that federal c::ontrilrutiona 

for O&M costs are ~tended at the discretion of the First 

Nations government -- First Nations, suhject to audit? 

MR. FREDBRI:CH MILLS: Yes, we provide O&H 

funding to Pi~st Nations, based on a formula. And it's not 

based on actual costs. And they have the liberty to move 

those funds with -- within the O&M budget, to -- to suit their 

reguirementl!I as they see. 

And exa111ple would be, they may need morel labour 

in one yea:r. We don• t te1l them they lul.V<! to spend 1Z10re 1110ney 

on labour. We give them, the l!lalllple foxt11ula, in this cac&e, we 

glve them $12,000 to -- to. operate this facility. They've got 

...... 
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1 First Nation does not .receive in its cont:!'ibi.ltions:, sufficient 

2 

4 

5 

6 

7 

8 

' 
" 
11 

resour -• revenues to pay the hydro bills, as p:rese.nted, on a 

line item basis, it 111u,Jt reallocate from other bud~t itell18, 

to do so? 

MR. FREDER:rcH Mn.LS: They would have to find 

the resources to pay those bills from whatever 111eans they're 

able to come up With the resources. 

MR. MIOIAEL ANDBRSON: All right, thank you. 

MR. FREDERICH HILLS: Whether -- wbeth,er 

they'd be INll.C funding or own source rf!venues. 

MR.. M:IQ!AKL ANDERSON: "And just to be clear, 

l2 in terms of t:he specific re-allocations or budget decisions 

13 that WLY be inade by the First Nati.on, Indian and Northern 

14 Affairs Canada does not oversee or approve those decisions? 

15 

" 
17 

MR. PRBDEIUCH MILLS1 No, rtot on the context 

of tbe ope.ration and maintenance budgets. 

·MR. MICHAEL ANDERSON: All right, tha.llk you. 

18 xn terms of the diesel facilities that are in these 

19 communitiel!I, would you confirm that Manitoba. Hydro ii:i the 

20 owner of· the diesel generating facilities, thia distribution 

21 syste111, any sub-sta.tion and eto;-age facilities that may be 

22 required, on First Nation lands? 

MR. PRBOElUCH MILLS; Canada provides Manitoba 

24 

" 
HYdro permits unde:t Section 22.8, :r believe, tor access -

:(28. 2? okay. For access to the reserve to construc:t, operate 

....... 
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2 

3 

• 
5 

6 

7 

• 

and maintain generating station.a and hydro electric 

distribution eyateina. 

MR. KI~ ANDERSON: And ~ Governa1ent of 

Can.a.da does not own any· of these facilities that are pres'l!nt 

engaged in the p:r;ovision of electrical services in the diesel 

C011111unities? 

MR. FREDER.:ICH MILLS: No. 

MR. MICRAEL ANDERSON: And you •ve already 

9 di8CU8sed that, access to the reserve ia provided by a perm.it 

10 issued pursuant to Section 2e.2 of the :rndian Act, is that 

l.l. correct? 

12 

14 

1S 

26 

17 

19 

20 

21 

22 

23 

25 

1 

2 

3 

• 
5 

MR. PRBDEIUCH MILLS: Yes, that's correct. 

MR. MICHAEL ANDERSON: III general terl'llS, does 

th:is -- do these pennies provide Manitoba Hydro with access to 

all areas of the reserve necessary for the conduct of their 

business? 

MR. FREDERICH MILLS: Yes, general speaking. 

MR. MICHAEL ANDERSON: So, they a.re not 

restricted, in general teri:tis, under these agreements, from 

servicing and maintaining their facilities, due to any 

requirements of the Indian Act? 

MR. FRBOBRICH MILLS: No, the -- the 28.2 

pend.ta give them the access to the CO(llmunity, as a whole. 

And thia would be subject to verification of the individual 

perlllita, but I believe it's for the aiajority of the 

sub8equent to the 1990 policy decision o!. the Manitoba Hydro 

Boarli ot ·Directors to enhance the diesel communities to 16 

-·' MR. FRED.ERICH MILLS: Prior to that year 
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Manitoba Hydro and Indian Affairs cost shared the provision of 

ti· electrical service.a in communitie.a. 

7 MR. MICHA:BL ANDERSON: But specifically in 

8 respect of the progrant wbieh re.aulted in the -- wha.t we eall 

9 the ellhanced c\ie.ael prograQJ., the increase of 15 amps to 16 

10 amps. did the Departlllent of Indian and Northern Af£airs Cana&.!. 

11 

12 

13 

lS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

made any capital contributiottB toward that program? 

MR. FREDBRICll MILLS: No, not directly. 

MR. MICHAEL ANDERSON: It's outlined of course 

in our exhibits MK0-6 and 7. no you have that? 

HR. FREDERICH MILLS: Yeah. No, we. didn • t 

participate directly with Mal:J,itoba Hydro in improving those 

services from 15 amp to 16 <ll!lp. However. we -- we did m;l};e 

some adjuetmente to our diesel rate zone as a result of the 

1 94 tariff.a, that were publishe"d that were approved by the 

Public Ot.ilities Board, which I believe at that tiine included 

some of the enhanced communities. Or the enl\a:tlcement of some 

of the communities, and we made adjustments based on that. as 

a result of this enhanced cost as, obvioualy, the cost of 

provision of diesftl in those c<>mmunitien inr.r~~Red. 

MR. MrCHAEL ANDERSON: And by adjustments, Mr. 

l·l~-491S 
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COltltl!Uili.ties, if not all of the ones in que.ation, that they 

have access to the commUnity as a whole to put in their 

distribution lines wherever they need to put thelll to service 

whatever home.a or facilities the First Nations was asked to be. 

serviced. Flue the operation and maintenance of .their -- 4nd 

constructioi:l of their diesel generation sites and fuel .atorage 

sites and all that stuff. 

MR. MICHAEL ANDERSON: Are you aiare at 

present whether or not there are any options that exist in -

f6r the provision of electrical services in these communities 

by any person other than Manitoba Hydro? 

MR. FREDERICH MILLS: It 1 11 my understanding 

Manitoba Hydro bas a monopoly in ~provision ~f hydro 

electrical. services within the bounds of the Province of 

Maa.itoba. 

MR. MICHAEL ANDERSON: Thank you. In terins of 

any capital. additions that may be required to facilities 

within the diesel communities. can you confirm that at the 

present time the Department of Indian cui.d Northern Atta.ire 

canada is not -- does not 111ake capital contributions toward 

expan.aion? 

MR. FREDERICH MILLS: At the present time we 

do no-C !!lake contributian11 ta diesel generation expansions. 

MR. MICHAEL ANDERSON: And did the Department 

of Indian ~ Northern Affairs make any direct contributions 

.... ,. 

Mills, you 111ean precisely what? 

MR.. FREDERICH MrLLS: By adjusting our -- our 

hydro factor, our electrical factor in aur -- in our sample 

formul~, where it currently stands at 15.4 for Goverlllllent 

rate. 

MR. MICHABL ANDERSON: All right, thank you, 

Mr. Mills. 

In respect Of the initiative t;bat•.a described 

i11 Mt<0 Exhibit 6 and MKO Exhibit 7, that being the expall8i0l1 

of the ~eJ:Vices available in diesel couaaunities to provide for 

l.6 amp service? Did the -- to your knowl.edge, did the 

De~ ot: Irn;lian and Northern Affai.rs ~da specifically 

approve this initiative prior to the announcements indicated 

in the letter to Me. Jolson? 

HR. FRBDRIUCH MILLS: No, I wa11n•t involved in 

the discussions at the ti1J18. however, I have researched our 

files and I'm unable to deteradne whether or not C4nada 

verbally was in agre~t to it or not. All I know i.a that 

the files indicat~ tbat at a 111eeting of the North/Central 

Hydro Project, Manitoba llydro announced to the conuni-t:tee on 

the North/central Hydro Project that ~ced diesel waa going 

ahe~d. and then the -- the press release was provided the same 

day or shortly thereafter. 

Me didn't -- as far as I know, we didn't 

explicitly state that we approve in w:i:-iting, the ine:rease front 



1 15 amp to 16 amp. 

2 MR. MICHAEL ANDERSON: Then as far as you 

3 understand, Hr. Mills, the increase in diesel rate a that 

4 occurred after 1990 within the diesel service zone, in 

S particular the Govennnent surc:harge and- the -- the tail rate 

6 applied to the non-govenunent custoni.ers, was laxgely related 

7 

• 
• 

to the cost of expapding the services to 16· iiifllPB; is that 

correct? 

MR. FREDERICH MILLS: r would think eo, I 
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10 

11 

12 

13 

,. 

don't know what a.11 made up the -- the tariffs, Manitoba Hydro 

would be in a better position to answer that question. They 

15 

,. 
17 

" 
20 

21 

do the cost -- the diesel cost studies. 

so as to what• s all entailed, I woul.d assume 

that they would i:ave put additional generators in and the 

additional capital coats of those would have been subsumed 

into those rate structures. 

MR. MICHAEL ANDERSON: And since the rates went 

into effect April lat, 1994, has the Departinent of Indian and 

Northern Affairs Canada made any capital contributions to 

facilities in any of the diesel communities? 

MR. FREDERICH MILLS: Yes and no. Yes, we did 

22 in Shamattawa, when we We!lt into put a water plant in, hut, it 

23 was determined more particularly through MKO's efforts that we 

24 didn't need to make a capital contribution. 

25 And so Hydro returned those funds bacik to the 

1 

2 

3 

4 

5 

' 
7 

8 

l-I00-663-4915 
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exhibita. These ~e the documents that he's refe:r::red to, but, 

hastt•t necessarily named. 

The first is the. operation llnd maintenance 

guideline for physical facilities on Indian Reserves. Tbe 

second is the capital management policy, that we've discussed 

where policies were subsumed in 1983, if that's correct. 

/u:ld then the April 19th version of that policy 

is updated, which is the current policy. And if that• s 

9 acceptable, each of these three (3) documents I would suggest 

10 

11 

12 

" 
'4 

15 

" 
17 

18 

20 

21 

22 

24 

,. 

might be given an exhibit number. 

And I have copies that will go soine distance, 

but, we would undertake to make multiples for everyone, if 

that• 11 acceptable. 

MR. ROBERT MAYER: Is this the O&M handbook 

that was referred to? 

MR. MICHAJn, ANDERSON: Yes. 

THE CHAIRMAN: Me. Ra111age, do you have any 

objection? 

MS. PATRICIA RAMAGE: I ha.Ye no objection, I'm 

just wondering if it's necessary to give it three (3) 

exhibits, it looks like one book, that's what I thought I was 

agree1ng to. 

MR. MICHAHL ANDERSON: Well, there's three {3) 

documents in the book -- yeah --

THE CHAIRMAN: We'll receive it ae Man1toba 

..,..,,, 
1 

2 

Piret or KTC (phonetic) in this ease, who was managing the 

project. But, we origi.Jullly had provided funding be.cause 

3 .Hydro bad told us that they nl'!eded the resources to increase 

4 the. diesel capacity and the communities to operate the water 

s treatment plant. 

6 And, I believe, it wae some $135 thousand 

' 
• 
• 

10 

11 

dollars that we provided the First Nation. And then through 

the efforts of MKO they were able to get tboae resources back 

because I, subseqwmtly, found out that Public Utilities Board. 

rate u:trueture i.s supposed to have subsumed all the capital. 

costs and that there should have been no a.dditional charges 

12 for provision of power to this water plant, ot,ber t~ what 

13 would have been provided through the - - through the tarit:f. 

14 

15 

16 

17 

" 
19 

20 

21 

22 

23 

24 

25 

MR. MICHAEL ANDERSON: So, in the end, Mr. 

Mills, since April let, 1994, when the current rates went into 

effect, as revised in November lat, 2001, the Department of 

Indian and ..Northern Affairs canada has not made any capita1 

contributions towa~ the diesel co=nunities? 

MR. FREDERICH MILLS: That's correct. 

MJ;t. MICHAEL ANDSRSON: Thank you Mr. Mills. 

I have really just, if J: tnight, Mr. ~ix to 

submit three (3] docul!lents that Mr. Mills has kindly bl:OUght 

with us. 

I've subndtted these also to Hydro's Counsel, 

they've not indicated any objection to having them entered as 

,_,... 

..... ,,, 
l ~ -- MKO Exhibit 10. 

2 

3 

4 

5 

' 
7 

8 

• 
10 

11 

12 

" 
14 

Tabs i; 2 and 3 of the O&M Policy 

Handbook. 

MR. MICHAEU ANDERSON: ]Ind as it's referred to 

further, for enmple, in a,rgilment refer to it ~ tabs 1, 2 and 

3, if that's acceptable? 

THE CHAIRMAN: Exactly . 

MR, MICHAEL ANDERSON: All right. 

(BRlEP PAUSE) 

we will receive it as MKO 

15. BXhibit 10, with three (3) tabs in it and in argllltlent if you 

" 
17 

18 

19 

20 

21 

22 

23 

24 

25 

wish parties may reference tal:ls aeparately as (a), (bl and 

(cl. 

Anything further Mr. Anderson? 

l'IR.· MICHABL ANDERSON: Those µe the matters 

that I had wanted to ~ve Mr. Mills providfl; clarification on, 

M.r. ~ir. ~t•s my direct exa111ination of thi's witness. 

Thank you very much. 

THE OiAIRMAN• Thank you, -air. 

Mr. Peldschmid, do you have any questions for 

Mr. Mills? 

-- ·-
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MR. JURGEN FELDSCHMI.D: No, Mr. Chair. 

Thank you. 

THE CHAIRMAN: Mr. Buhl" is not present. 

Mr. Hayden is not present . 

Mr. Williams do you have any questions for .Hr. 

Mills? 

MR. BYRON WILLIAMS: No, thank you . 

THB CHAIRMAN: Ms. Mccaffrey, representing the 

Manitoba Industrial Power Users Group, do you have '1?1Y 

questions? 

a few. 

MS. TAMARA HcCAPFRRY, No, we do not. 

THe CHAIRMAN: Thank you. 

Ms. Melnychuk is not present. 

Ms. Fle111ing is not present. 

Mr. Buchart, do you have any questions? 

MR. MARJWS "BOCHART: Yes, Mr. Ch4iniian, I have 

THE CHAIRMAN: Please proceed. 

CROS$-in71MINATION BY MR. MARKUS BUCHART: 

MR. Ml\RKUS BUCHART: My question for the 

•itness is, just to make -- be perfectly clear, the diesel 

CO!lllltUnities are tunded ·according to a fOJ;'laUla that's fairly 

rigid and it's not affected by usage, is that -- is that 

correct? 
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noted on tbe record, that there haii been no disi;;:overy process, 

so you may not get my usual quality of cross-exaznination, 

here. 

THB CHAIRMAN: Ms. Ramage, you, and others in 

the room., are in t~ same predicament and we- ~ciate that. 

CROSS-EXAMJ:NATION BY MS. PA.TRICIA RAMAGE: 

MS. PATRJ:CIA RAMAGE: Mr. Mills, you provided 

a series of calcu:Lationa and C()(ll.paxis~s based on formula 

funding, today. And jUBt to 111,ake sure we• re referring to the 

right ones, we were talking about numbers in the area of -- it 

wae -- it was dealing with the 100 .percent versue 20 percent 

funding, and -- and where you ealculated if the Band was based 

all on a factor one (1), I think. 

MR. FREDERICH -MILLS: Is this the --

KS. PATRICIA RAMAGE: Do you know which 

well, that<.a -- this ie where I'm getting to --

MR. PREDl!:RICll MILLS: -- a sample of it. 

MS. PATJUCJ:A. RAMA.GE: That's a sample. Do you 

have -- it appeared that there was a doculllent th.at might have 

given WI the whole picture. I'm wondering if there was a -- a 

etudy done --

MR. FREDERICH MILLS: I did. There waB i1ll 

analysis done, based on category l items, generally speaking, 

as a group of items, and only on the electrical part. And 

--· ' That's correct. 
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MR. MARKUS BUCHART: so therefore, if tbere•s 

a change in usage, it doesn't affect the Federal Government, 

the change f~le entirely onto the FirBt Nation community? 

MR. _FREOSRICX MILLS: Yee. If the power Ul:Jage 

in the corm!lunit.y increases to -- or, the power of a particu1ar 

facility increa.ees, we still onl.y provide what the formula 

generates. The Piret Nations have to -- to pick up the. 

additional. cost or go through a PowerSmart Program to try and 

reduce the ainount of power they're using. 

MR. MARmS BUCHART: Ok:ay, tha.t•e right. so, 

if usage increases, that falls entirel.y on the First Nation . 

And can you confirm that DSM efforts, if they're successful in 

reducing costs, the cost would benefit the Pirst Nationa 

commwrl_ty, entirely? 

MR. FREDERICK MILLS: Yes, we would not reduce 

t::he O&H fUnding for a community if they put a Power Smart 

Pl:'ogra111 in and -- and sa'\red SO percent on their power rates. 

MR. MARKUS BUOiART: Thank you. Those are 1nY 

questions. 

THB CHAIRMAN• Thank y.ou very much, Mr. 

Bucbart. Ma. ~ge, .:;Jre. you ready to pose your questions? 

MS. PATRICIA RAMAGE• Yes, .I am, Mr. Chairman. 

But by way of comment, .I would reiterate -- or I wtiul.d just 

like to bring to your attention what I believe was already 

that was what Michael Anderson Md referred to. 

MS. PATRICIA RAMAGE: And do you ha.ve a copy 

of that analyi;iiu? 

MR. FRIIDERIOI Mit.;.S: I di;> not have a copy of 

that analyais with uie, no·. 

MS. PATRICIA RAMAGE: could you undertake to 

provide us with a copy of that analysis? 

MR. FREDERICH MILLS : Yes. 

--- CNDERTAKmG NO. 13: To provide a copy of the anal.ysia 

prepa,red by Frederic:); Mills, based 

on category 3 items, electrical 

only. 

CONTINOED BY MS. PATT.I RAMAGE: 

MS. PATl'I RAMAGE: And would the analysis 

contain, in it, th!! a.1unmpti011S that you have brought t:o the 

table when you• re conducting that analyeie? 

MR. PREDBRICK MILLS: No, assumptions aren't 

included on the ana.lysie. 

HS. PA'ITI RAMAGE: Would you be able to 

provide us with those assumptions, also? 

MR. FREDERICK MILLS: I suppose. 

MS • PATTI RAMAGE: Sa, do I ba.ve the 

undertaking, just to get that worii on the· transcript? 
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THB CHAIRMAN: Mr. Mill&? 

MR. FREDERICK MrLLS: Yes. 

--- UNDERTAKING-NO. 14: To provide the list of 

assumptions, not contained in the 

report. 

Ms. Ramage? 

CONTDroED BY MS, PATRJ:CIA RAMAGE: 

MS. PAT!UCIA RAMAGE: Mr. Hills, you've 

refeo:"ed to block funding or core furu:Ung. Do you bel.ieve 

that the overall block funding, provided to the Pirst Nations, 

ie aaequate for these communities? 

MR. FREDERICH MILLS: I'm unable to comment on 

that because I'm no -- 1'111 not fully aware of all the needs of 

the First Nations in all the areas that we provide resourcing 

in. 

I do know that we do get a block of funding. 

And I'll use an exomple, say it•s $100 «lillion, and we talked 

about education, social, capital, O(cM and J:ndian governn:1ent 

support. That money is divided among those programs as co 

whether it's enough to meet the needs within tllat total 

envelope. 

I'm not at liberty to a.rulwe:r that, I don't know 

1~9l5 

name, they• re not in canada • s nart1e . 

MS. PATRICIA RAMAGE: Wa,s ManitQI» Hydro 

con.E1ulted wben those -- when those facilities -- when the 

devolution took place of. those facilitie(I? 

MR. FRBDRR.XOI MILLS: No. 

MS. PATRICIA RAMAGB: And on whose-

instructions did -- you -- you indico:i.ted that the education 

authority, the bills were p:teviously forwarded to J:NAC, on 

whose instructions was the· billing changed? 

MR. FREPSRJ:CH M:CI.Uh l'. 1 111 not sure if I 

underat11nd the question. You•:re asking me to determine who 

told eomebody to dO something? 

MS. PATRICll RAMAGE: Well Manitoba Hydro 

woul,.d -- typically would have a bill :1,n a cust0111er's ruuae and 

that bill would st:ay in ~t Ci'ust;omer•s name until someone 

told them td change it? 

MR. FREDERICH MILLS: J: -- J: don't know who 

told Manitoba Hydro to change·the billing. I wasn't party to 

thoae -- if there was discussions, I waan•t a party to the111. 

(BRIBF PAUSE} 

MS. PATRICIA RAMAGE: During ygur testi~ony 

ygu indicated that in Lac Broche, a new arena was built !or $3 

million in the 1Sl9'0s. When that was built, would the same 
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because I don't deal directly with the Firet Nations. We 

allocate the resources we get. 

MS. PATRICIA RAMAGE: Is the electrical 

portion of that funding significant ·- sufficient to -- to 

meet the Pirst Nations needa? 

MR. FREDBR:CCH MILLS: We haven't undertaken an 

analysis of our formula versus actual billings. 

MS. PATR!c:rA R1.MAGB: Do you have any reason 

to believe Manitoba Hydro .has sought to recover tn0re than its 

costs in the diesel communities? 

MR. FRBDBRICH HILLS: Not to my knowledge. 

MS. PATRICll RAMAGE: Now, during your 

d,iacueaion with Mr. Anderson, you indicated that canada has 

not been a customer since the 1990'a. On what do you base 

that state~t:? 

MR. FREDERICH MILLS: In that we have not be!en 

a direct custol!ler, we don't get billings in our name. We 

don't ·- we don•t own or operate facilities in First Nation 

COltD!!UOities anymore, First Rations operate the~. 

An eXample would be, prior to 1990, schools 

were owned and operated by the Govermnent ot Caruu;ia. on behalf 

of First Natioll,B. During what we wouJ.d call tM devolution 

process, we tw:ned those services over to First R<t.tions, 

ineiuaing the facilities, including the operation and 

maintenance and the hydro bills are now in the First Natio_ne • 

formula of funding ba.ve taken place. tbe,20 percent/SO 

2 percent/100 percent, in term.a of a Federal contributi!=>D to 

3 ·. that building? 

4 MR. PREPBRIC!t Mn.LS: In term.a of contribution 

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

6 would only - • we would have taken tbe si::e of the facility and 

7 

' 
' 

10 

11 

12 

13 

14 

,. 
16 

17 

,. 
20 

21 

22 

23 

" ,. 

the formula and provided 20 percent of tbe formula. 

MS. PATRICIA RAMAGE• And the capital portion? 

MR. FRBDBR:ICH MILLS, The capital portion I 

believe we only put in tWQ hundred thousand. dollar11 

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

what we consider multi-pU?:pOse buildings. 

MS. PATRIC:rA RAMAGB: And woul.d the subsequeint 

electric bills coming out of the creation of this building 

have been calculated into your !tmding fOtlllUlas? 

MR. FREDERICH MILLS: No, they 1trould have .been 

ca.lcul -- the electrical would have been calculated in as with 

all our other formu~a.s. The same foI111Ula applies to arenas, 

applies to Ban4offices, applies to warehouses, applies to 

schools. 

The -- the only variance is the- amount of 

fwiding that - - that INAC prov idea to First Nations. And in 

the c~ae of arenas or -- or wlui.t we deem to be commwiity 

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

formula generated cost. 
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MS. PATRICIA RAMAGE: So the First Natian.s 

would have cQme up with the balance of t'.hat money? 

T~ First Nation.a would 

7 be responsible for finding the -- the balance of the resources 

B to pay the bills. 
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MS. PATRICIA RAM!lGB: Now you've also 

discussed the ·- what we refer to as the -- the txansition 

fr(llQ the 15 ilJllP to the 16 amp to enhance service. 

12 You indicated you had reviewed the records. 

13 Did you find anything in those record.a indicating ZNAC or 

14 Indian Affairs had objected to the enhancement? 
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MR. FREt>ERICH MILLS: 

(BRIEP PAUSE) 

MS. PATRICIA RAMAGE: 

questions, HJ:'. ttills. 

No. 

That' a all our 

MR. FREDERXCH Mn.t.s, Thank you. 

MS. PATRICIA RAMAGE: Thank you. 

THB CHAIRMAN: Thank you veey much, Ms. 

Rama.!:fe • Ms • Kal.inowsky ••• ? 

MS. KATHY KALINOWSKY: It's a very rare 

""''"""""""" 

up and how we slice it, determines how much money we have fol' 

certain programming areas. 

Pagc4410 

SO, if we can have savings for lack of a better 

word, in one programming area, we are able to put those moD.iea 

into another program area, again the funding going to- the 

First Nations for their use and benefit. 

MS. KATHY AAI.l:NOWSKr: Kell, could you explain 

B to me then, how the sarbple formula- would change then if the 

9 Public Utilities Board were to eliminate the surcharge and 

10 perhaps you can have reference to your MKO Exhibit. 8? 
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MR. FREDEIUCH MILLS: Of!. Exhibit 8, if you were 

to go down to the area near the bott® where it talks about 

electric cost, INAC's share, First Nations share, the &2!.lllple 

foJ:TllUla above is generated on a land line, and that's I guess 

for the re.at of the Province. 

Their -- their electric easts would bl; $),526 

dollars. We would fund $705 dollars of that. On diesel right 

now, their cost is $5,,294, we. provide them $10,000. 

So there "'°uld be su1:J,stantial decrease for 

which First Nations would have to pay; 

KS. !\'.ATHY KALINOHSKY: So, by COWJW!dng the 

sa.11\e a.11\ount of electricity .. then the Firet Nation.a bill WQ\lld 

be $2f!OO, where as currently it•s' $43,00Q, in your example -

$40,000 --

MR. FREDERICH MILLS: No, in the ~le, the 
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occasion when a lawyer estimates approximately a half an hour 

of cross-examination and then gives five (S) a:dnutes or ten 

(10) lllinutes of cross-exalJli.n.ation. 

MS, PATRICIA RAMAGE• I told you I didn't want 

to disappoint the Board by going over. 

MS. KATHY XALINOWSKr: Yes, Mr. Chairman, I'm 

ready to proceed and just kind of wrap up a number of 

questions -and investigate some different scenarios. 

CROSS-EXAMntATl:ON BY MS- KA.THY lQ.LINOffSKY: 

MS __ KA.TRY MLINOWSKY: But: as a possible 

scenario, Mr. Mills, if the Public otilities Board, as part of 

its rate setting, were to eliminate the surcharge in its 

entirety and set all t:he rates for the diesel zone as 

identical to thos~ in the rest of Manitoba, would that be the 

best ease scenario for D<AC? 

case scenario for First Nations. As they are the ones that 

have to ~Y the majority of thOse bills. It would reduce our 

expenditures in the O&:M a:cea, which would allow us the benefit 

of taking those resources and lllOVing the11\ into one of our 

other program areas, such as capital. for the provisions of 

more hounes or what.ever. 

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

block of 111oney tha.t we have to work within ahd we slice th4t 

,..,... 
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total elet::tric cost is what the First Nation ha& to pay. 

Okay • .It•s $3,526, it's they're on land line, that's what we 

approxima.te the hydro bill to be for that facility. 

On diesel we're approximating it to bo $54,000. 

Of the 54,000, we; contribute 10,800 to the: First Nations for 

that bill. The First Nation has to (:O!De up with $43,000. 

And the" same thing With the land line, the 

$3,526, we contribute to the First Nations based_ on the 

formula of $705 and the First Nations have to cOll!f! up with 

$2,820. 

MS. KATHY KAL.INOWSKY: And, of course, as you 

~entioned earlier on these aren't indeed actual costs, these 

are indeed foniru.l.a driven? 

MR. FRRDBRICH MILLS: That's right. 

KS. KATHY KAL.INOWSKY: In your view, what 

action.a should ~he Public Utilities Boa.rd take to address the 

potential mis-match between the costs and the funding? 

MR. FREDEIUCll MILLS: I don't really have a 

amiment on that. We're not -- we're not a customer of 

Manitoba Hydro directly in tbeee communities. We do fund 

First Nations and whatever benefits can be derived f1'0l!l 

decisions of thia Boa~ to ~ssist those First Nations Would be 

greatly appreciated by all. 

THB CllAIRMAN: I would expect that ""°uld be the 

case, Mr. Mille, but, I guess it goes back to the question if, 
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there isn't sufficient funding to support the infrastructures 

that are in those communities, whose responsibility is i_t? 

Is it the gener_al consumers of Manitoba Hydro 

or is it; t-be Federal Government or ie it the Provincial. 

s Government or who is it? 

' MR. FREOBRICH MILLS• rim not able to comment 

7 on that because r think that comes down to some legal matters 

a of which I'm not privy to, nor alQ r a. lawyer. 

• THB CllA.IRMAN: And I did!l't want to put it in 
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coamiunities to handle their infrastructure costs, at the 

present time DIANI> {phonetic) is the one that is providing 

most of the :t:eSOurcc!s to those coaummities, is that n~t 

correct? 

MR. FREDERICH MILLS: We provide resourcing to 

the COl'llll!Unity. We don't p%0Vide all the resourcing to the 

COl!l!llUD.ities. 

THE CHAIRMAN= Underatood. 

MR. FREDERICH M.ILLS: The Province provides 

funding, Health Canada provides funding, SOlicitor General 

provides money, HRDC provides money and various gove:i:tU11ent 

departments within the Province provide resources, to assist. 

SO, I don•t~ know what the breakdown would be, 

whetber We•re the 11)<1.jority, or whether ye•re half or whether 

MR. FREDE'RICK MILLS: 'I'ha.t'e right. 

MS. KA.THY RALINOWSICY: And, in fact, if they 

have feder<ll funding that P:%0Vides for their energy costs, 

whether it's electricity or natural gas, and natural gas has 

spiked in -the past. They COL1ld also be subject to ~ bit of a 

revenue crunch? 

MR. FREDERICK lJ[LLS: I would assume so, l 

don•t know how other gov:ermnent departments formulas work. 

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

E'aeo441-4 

MS. KATl{Y JCALINOWSKY~ Thank you for that. I 

just wut to keep that at a. very high level. But have you had 

an oppoo:t;unity to review tbe re-direct exam.inatiOll of Mr. 

Robin Wiens that was provided yesterday? 

'MR. FREDBRICK MILLS: No, I have not seen it. 

(BRIEF PAUSE) 

MS. XATBY ICALINoWSKY: And you mentioned ~t 

the formula has increased for inflation and it was about 1.98 

percent, which is probably derived from the cPI lnd!?X? 

MR. FR,EDERICK MILLS: To be honest with yau, 

I'm not sure whei:e the l.988 percent comes from. All I know, 

that's -- that's what it is. 

MS. KATHY lCALINOWSKY~ And over time, to the 

best of your knowledge, the cost of provi~ing diesel service 
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we' re SO or 70 per<:ent. But we do provide resources to the 

Pirat Nations_ 

THE CHAIRMAN: Thank you Hr. Mills. 

Ms. Ka.linowaky? 

CON'l'INOBD BY MS. KATHY RALINOWSICY: 

MS. KATHY" 11'.ALINOWSICY: Mr. Mills, just ll'IOVing 

along here, as you menti9D there• a different tyPeS of core 

funding. And at a very high level would you agree with me 

that aomewhat similar funding, albeit difforent formulas, =ay 

exist elsewhere in the Federal Government? 

MR. FREDERICK MILLS: At a high level, meaning 

like, from Treasury Board out to other govenllllent departments, 

yes. '11lat's how the government departmc;nts are funded, now, 

as well as -- the same as ue, through a -- through a core plus 

a ·· an inflation factor or an increase. 

MS. KATHY KAL:INOWSKY: And so similar funding 

foI111ulas have increases that are, indeed, such as the one that 

nae experiences, which is the -- I think it was 1.9 pen:ent. 

Those other government departments might also experience 

revenue crunches? 

MR. FREDERICK MILLS: Yes. 

MS. KATHY KALINOWSKY: And those other 

government departments could be health authorities, they could 

be n:runicipal govenunents, loeal town cowicils? 

Page441S 
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has greatly ·- or has gx-eatly increased, substantially over 

l. 9 percent per annum? 

MR. FREDERICK HILLS: r .don• t know that for a 

fact but :t asBUllle so. It's increased substantially over --

over the tariff that's currently in -- in place. Hydro has 

provided ue some cost analysis in -- .indicating t,bat, but 

they•re not recovering all their costs. 

so, I would -- I don't know w~t caused those 

increases, whether it's additional capital expenditures or th.e 

cost of fuel or what it is. 

MR. MICHAEL ANDERSON: Mr. Chair if it might 

assist Ms. Ka.l.inowsky, did you mean in absolute terms, in 

terms of the rate? Or did yoU mean in terms of the bill 

that• s being faced, or botb? 

MS. KATHY" KALINOWSKY• In terms of the actual 

rate. 

MR. MICHAEL ANDERSON: TlmM you. 

MS. ltATHY RALINOWSKY: Mr. Anderson, perhaps 

you CCIU.ld provide to your witness a letter from INAC to Mr. 

Brennan, who•e the President of Manitoba. Hydro. :tt's found at 

MKO/MH l-77 

It' a in your binder, 

23. Mr. Mills, but here, you can take my copy. 

MIL FREDERICK MILLS: Is that of January 30th, 

2001? 

,......,. 
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Yes, that is. 

(BRl'.BF PAUSE) 

CONTllroBD bY MS. RATHY Kl\.LDroffSKY: 

MS. KATHY ICALINOWSicr: And ju.st to make sure 

that the BOard Members are privy to this, and :r don't know if 

all of them have that in front of them, at- this 11:10111ent, but I 

bel.ieve Ms. Ramage was also referring it to you -- referring 

this to yoU, in hl!r cross-exaadiiation. 

.Sut, could you actually just rea(l in those two 

(2) paragraphs into the record, sir? 

MR. FREDERICK Mn.LS: Okay. This is a letter 

dated January 30th, :iOOl. to the Pres-ident of Manitoba Hydro, 

from the Regional Director General, Lauren Cochrane, at the 

time. 

•:r acknowledge :receipt of your letter of 

November 30th, 2000, and received letter 

from Your customer service section of 

January 17th enclosing accounts. You 

indicated in your letter that the Grand 

Cb.ief, Francig Flett of MKO advised that the 

First Nation11 have taken the position that 

they no longer pay govern111ent surcharge 

related to the provision of diesel 

position takep. by INAC? 

MR. FREDEJUCR H!LLS: Yes, it is. 

MS. !CATHY KALDlOWSKY: And in £act at 

approximately a yi!!ar ago, at tbe time of tbe Application, as 

Manitoba Hyd7:o bas filed, the revenue sbo:rtfall ~a.ting· to 

tbip wu $700, 000, woul.d you agree with that, subject to 

check? 

MR. PREOERI:CH MILLS : Subject to check, yea. 

MS. KATHY KALINOWSKY: And if this bas not 

~ reaolved it's likel.y been increased substantially sinc:e 

that period of time? 

MR. FREDERICH MILLS: It probably· has 

incre<?Leed. I don't know how substantiall.y. 

M$. KATHY Jl:'.ALINOWSK!: 

dispute stil.1 remaitl!I ongoing? 

MR. FREDERICK MILLS: 

MR. M3:CHABL ANOSRSON: 

And this contractual 

I don't --

I'll object to that 

questioil, I don't chink it's a contractual dispute, and we 

don't accept that categorization. 

CONTDIUED BY MS. KATHY KALINOWSKY: 

MS. KATHY KALlNOWSICY: sorry, l:'ll just 

tephrase the question then. This dispute still remaina 

ongtJing, and I apologize for that, Mr. AnderstJn. 

MR. FREDERICH Ml:LLS: :r don't knOlil if i.t•s a 
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electrical services to the communities of 

Brochet, Lac Brochet. Tadoule Lake and 

Shamattawa. As a result of tbis poaltion 

taken by Firat Nations, you indicated chat 

Manitoba Hydra has no optitJn but to bill the 

Government of Canada directly. I alll 

returning the bills to you, as it is the 

position of the Government of CU!ada, that 

Manitoba bas no right to bill it directly 

for se~ices prOll"i.ded to Pirat Nations. The 

First Nations. not the government, are the 

users and purchasers of power and as sucb, 

are the cv.stomers of Manitoba Hydn>; canada 

does not provide -- canada does provide 

assistance to First Nati.one to pay for Band 

expenses. but doe" not by so doing, accept 

liability to pay those expenaes. 

In circumstances, the Government ot 

ca.nada will -- in this cirCU111atancl!!, the 

Government of canada will not accept 

i:eaponeibility for direct payment of any 

bills for services provided to Firat 

Nations. Al.I accounts ehould be sent to 

your· customers, the Piret Nations.~ 

MS. KATHY KAL:INOWSKY: And is this still the 

Paco44J9 
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dispute, I would -- this discussion•e still taking place, 

we're exchanging iofo:rmation back and forth. 

{BRXBF FAUSBI 

MS. KATHY KALINOWSKr: And do you "l'ant to 

share with the Baud any of the exchanges that have occurred 

back and forth in i:egards to this? 

MR. FRBDBRI:CH MILLS: I have suwnsrized our 

dis~sions, and was not. cros'i:r-e:icami:ned by Manitoba Hydro on 

it, so I assume that lllY swmuary was correct. 

In the early to 111id 

19'9011 an a.greeaient wa..a reached between cana.da, Manitoba and 

Manitoba Hydro to provide funding to connect seven (71 diesel 

sites on the east side of Lake Winnipeg to th~ Mani·toba Hydro 

main grid. Do you recall that, sir? 

MR. FREDERICH MI[.LS: Yes. That's the 

North/Central Hydro Project. 

MS. ltATHY XALINOffSJq: Yee, exactly. And the 

funding terms were, subject to check, that Co.nada would 

contribute 75 percent, Manitoba would conti:ibute 15 percent 

and Manitoba Hydrp woUld contribute 10 perceht? 

I believe so, that 

tha.t•s correct, subject to verification. 

MS. KATHY JCALINO'i'iSJCY: I:f INAC undertook such 
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a p:i:ogram to connect those particular sites on the east side 

of Lake Winnipeg, does INAC have lUr'f plaru1 for canada to 

cont:.ribute to the remaining four {4J coau:uunities? 

MR. PRHDERIOI MILLS: We have no plans to 

contribute to Hydro distribution at this time. 

MS. KATHY KALINQW5g,y: Then can I ask you if 

- if it's at. all possible, for you to i!lllSwer, why would INAC 

contribute to those aeven (7) com1nUnities, but not the other 

.four (4)? 

MR. F'REDBRlCH Mn.LS: I haven't decided -- we 

haven't decided whether or not we woul.d contribute to the 

otb,.er four (4). I said we're not ill the position to answer 

that, we haven•t: -- we havefi•t decided to contribute anythi.Il.g 

at this time. 

As to why Canada c:ontril:nlted 11\Qney to the 

North/central Hydro Project? I'm unable to answer that 

quastion, as I wasn't party to the diacuseions. 

(BRIEF PAUSE) 

MS. KATHY 11'.ALl'.HOWSKY• I don• t know if you can 

answer the next couple of questions I have, Mr. Mill11. But 

rccognizin9 that in other jurisdictions, other canadian 

Provinqea and different ten:itoriea, they a1ao have some 

remote First Nation sites that would also likely have dieael 

1~9JS 

Affairs, are First Nations prea.ent? 

MR. P'REDERIClJ MILLS: First Nations have been 

present., J:iut not at all the discussions. J:n fact, I believe, 

I can•t remember the last. date we had a meeting, J:iut, they 

were involved. 

au_t, we have sent them several _l.etters lla.ck to 

Manitoba Hydxo that they need to involve their customers in 

these disCUBsions . 

DR. Jal.THI AVERY-KJ:NEH: On what basis are you 

participating in the discussions then if the First Nations are 

the customers? 

MR. PRBDWUcH MILLS: So that we're aware of 

what's happening in the First Nation COllllll\Ulities. 

DR. KATHI AVBRY-KINEW: so, yqu•re educating 

Manitoba Hydro? 

MR. FREDERICH MILLS: And provide an education 

to Manitoba Hydro on baW we fund First Nation communities 

DR. KATHI AVBRY-ICINEW: Thank you --

z.m. FREDERICH MnJ..S: so that their aware of 

tb.l!l implications of the tariffs. 

DR. ICATBJ: AVERY-lUNEff: And you•i::e not 

representing First Nations? 

fo!R. FREDERICH MILLS: No. 

OR. KATHI AVERY-IUNBW: Purely educational. 

MR. FREDERICH MILLS: No, it's more of an 
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genei:-ation? 

MR. FREDERICH HILLS: Yes. 

MS. KATHY KAL,INOWSKY: Arul can you briefly 

explain to tb.e Board, to the best of your knowledge, what the 

experience is elsewhere, to recover such Costs? 

MR. FREDERICH MILLS: I'm act honestly not 

aware of exactly how they do it, but I asaU111e they recover a 

lot of those costs through -- t;'hrough their tariffs • 

MS . ltATKY KAL:INOWSKY: And are you_ a~e 

whether there GOvernraent surcharges exist elsewhere Othl!:r 

MR. FREDERICH MILLS: No, I'm not aware. 

(BRIEF PAUSE) 

MS. KATKY KALINOWSKY: Mr. Chairman, I'd like 

to thank very much, Mr. Mills, for C0111i9-g in and changing his 

travel ·arrangements and obliging the Board with his presence 

and answering the questions. Thank you very nruch, that 

conclUdes my cross-examination, sir. 

THE <;HAIR.MAN: Thank you, Ms. Ka.linowsky. Dr. 

Ki.new? 

OR. KATHI AVERY-KINHW• Mr. Mil.ls, I was just 

wondering on what basis -- I understand you're having 

information and discueeion.e with Manitoba Hydro and Indian 

Digi-Tnai lnc. ....... 
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educatioi::ia.l process. 

DR. KATHI AVBRY-KINEW: Thank you. 

THE CHAIRMAN, Mr. Mayer? 

MR. ROBER'!' MAYER: S.ir, J: wasn't here for the 

5 1994 Hearings so i:f r•ve missed something, I'm sure somebody 

6 is going to tell me. 

7 But, I'm looking at tkO (2) agreeinents that 

8 ~ exhibits in this cause, one agreement dated April 1st, 
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1977 anothei:- one dated 1972. one. opens with they•re 

agree~ents -between Manitoba Hydro Electric BOard and ·Her 

Majesty the Queen in Right of Cana.da. 

I recognize I'm no~ likely to get an 

opportunity to cross-examine Her Majesty when she arrives bere 

next month, .so you're the closest I've got. 

These agreements start oft. with, whereas Her 

Majesty has requested Manitoba Hydro to undertake the 

generation and diatribution of el.ectrie power and energy at 

Shlp.mattawa. 

And the otber one says, whereas Manit.Qba Hydro 

and Her Majesty -- no sorry -- whereas Her Majesty has 

requeste4 Manitoba Hydro to undertake the generation and 

distribution of electrical power .and energy at. the COl'llllttlllity 

of Tadoule Lake et cetera. 

It would appear to me, at least from the two 

(2) agreements that I: have, that sOl!lebody representing_ Her 
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Majesty in Right of canada, aaked Manitoba Hydro to become 

involved with a cO!l!lllllnity, that I taJc:e it fl:OUI reading the 

agreements, they would not OX'dinarily l:>eaii involved in. Am I 

.. , ..... ,.. '''""" 
l terms of upgrading diesels and whether or not - - who shoul.d be 

2 paying for those costs. 

And I believe that was part of the reason that 

c~t in that? 4 Hydro came to the Utilities aoard to subewne all thoae costs 
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MR. FREDERICH MILLS: I don't know that they 

would not have been ordinarily involved w1th them. I do know 

and I can tell by the agTeet11.ents, as you can, that obvioualy 

they were requested to enter the nserve to provide ~ _ 

MR. ROBERT MAYER: And then --

MR. FREDERICH MILLS: -- on what basia that was 

11 given I don't know. 

12 MR. ROBERT MAYER: And the power and the entry 

13 into the comnnmity Wal'!, if you•ve looked at the agreements 

15 
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very obviously, on certain te:rms and conditions. 

MlL FREDERICH MILLS: At the time, yes. 

MR. ROBERT MAYER• And those agreements lasted 

for variOus periods of time and thereafter from year to year 

unless and Uiltil cancelled by scxnebody, "is that con-ect?' 

MR. FREDERICH MILLS: They lasted for a period 

of time and I believe they lasted on a year to year basis 'til 

21 the ~iffs Wl!lre approved by the Public util.ities Board in 

22 1994, the :ta.t.e structure of thos~ agreements, not necessarily 

23 the capital costs. 

24. There was lots of discussion, J: believe, going 

25 on between Manitoba Hydro and J:ndian Affairs at the time, in 
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responsibility anymore to Manitoba Hydro, despite the fact we 

invited them in and had them set up the facilities ilnd beCOf!le 

involved in the COl!lmUnity. 

Is that the positipn I'm hearing? 

MR. FREDBRICH MILLS: Yeah,. tha.t.•s aiore pf a 

fa.ct &ha.n a position. Manitoba Hydro and I can only as~e 

why Manitoba Hydro was invited in 1972 and again in 1981, was 

the fa~t that, at the time, Manitoba Hydro and I believe still 

is and somebody can correct nie if J:•m wrong, there's lot of 

lawyers in this room, .so J:'m sure they knoW the law better 

than J: do -- that Manitoba Hydro hae a monopoly for the 

provision of -- of hydro sexyices in the Province Qf Manitoba. 

So they were invited in to, at the request of 

Her Majesty, to provide power. 

MR. R08ERT HAYER: I'm not --

~. FREDERJ:CH MILLS: -- to these communities. 

MR. ROBERT MAYER: x•111 not going to --

MR. FRED.ERICH MILLS: And we assisted them in 

getting the111 to come into the,e;e communities by providing s01ne 

capital contributions. 

MR. ROBERT MAYER: That's not what the 

agreement says, sir. It says, you invited them in, )'OU aeked 

"""' in. 
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into those rate structures. Bl.It you'd have t.o confirm tbat 

with Hani.toba Hydro. 

MR. ROSBRT HAYER: My concern is, sir, that 

each of tllese agreements -- the two (2) agreements, the one 

relating to Shairoattaw. and the one relating to Ta,doule Lake, 

in any event, which are the only ones I have, both have a term 

a.nd they say they will continue thereafter from year to year, 

witil terminated upon, I believe it's six (6) months notice. 

When were those agreements tertllinated, air? 

MR. FREDERICH MILLS: :I don't know. I would 

have to reaearcb and find out. 

MR. R08ERT KA.YER: Do you knoW if they were 

texininated, sir? 

MR. FREDERICH HILLS ; I can' t. answer tlul.t. I 'd 

have to researeh. 

MR. ROBERT MAYER: In any event, am I corr;ect 

in a.ssuming, that at S(l!lle point in ti111e, without involvement 

of Manito.ba Hydro and I understand why, because they wou1dn't 

have been parties, the assets in these diesel commwiities, 

devolved -- the financing devol.ved to the First Nations and 

nmc then takes the position that we don't have a 

...... 
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Manitoba Hydro --

MR. ROBERT MAYER: Yes • 

MR. ERBDBRICH MILLS• Right. 

MR. ROaERT MAYER: NOW --

Hit. FREDBRic;:H MILLS• And we requested them, 

based on the fact that.they have a monopoly for providing the 

power services to all citizens of &nitoba; regardless of 

where; they live, within the Province of Manitoba. 

MR. ROBERT MAYER: And regardle&!J of the fa.ct 

of whether or not they have any authority to enter upon the 

MR. FREDEJUCH MILLS: They can seek that 

authority and that's why we i:"equested them to come in, so that 

they would have that authority to enter the lands for -- t_o 

provide the .resource -- the power. 

MR. ROBERT MAYER; can I get an 

undert~ing -- I guess J: -- :I Phould be asking Mr. Henderson 

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

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

agreelnente were teriaina.ted? 

MR. CRAIG HENDERSON: I' 11 undertake to see if 

we can provide that infor11!Ation to the Board, Mr. Mtlyer. 

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

whether Hydro ba.1111 any info~tion with respect to this, as to 

....... 
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whether or not they, in fact, have been termica.ted and under 

wti,,.t conditions. 

KR. ROBERT MAYER: antortunately, Mr. 

Henderson, :r have missed my opportunity to deal with Hydro on 

this very issue. And you're what'a left. 

HR. CRAIG HENDERSON: What l -- what I'm 

wha.t l'ca ?uggesting to the Board, a.i:1d. I'm not suggesting that 

Ma. Ramage has an answer for -- tor the Board, here. It may 

be a question of l:ii.w as to whether or not they -- when they 

were termin<t.ted and thilt WQUld be somethiilg tha.t you' re asking 

.for C&nada to provide a legal opinion as to when and under 

what circWQ&tances these agreements were texm.inated. That 

will be something that we'll have to-take W'tder advise111ent, 

whether or not we' re prepared to 

MR. ROBERT Ml\YE'.Rt Please, sir, :r -- I just 

noticed that the two (2) agreements r referred to, had 

provisions -- specific provillliona, for termination. 

MR. CRAIG HENDERSON: That's correct. 

MR. ROBERT MAYER: Otherwise they went on frGlll 

time to time. 

Ma. CRA:tG HBNDXRSON: That's correct. 

MR. ROBERT MAYER: unless somebody leg.islated 

them out of existence. Unless that waa us, I don't know who 

111.ight -- l'm not sure we ha.ve the power tQ do that. 

MR •. CRAIG HENDERSON: Again, Mr. Mayer, it may 

l·S00-663-49JS 

Mr. Anderson, do YoU have -- Ks. Ratnage? 

MS. PATRICIA RAMl\GE: I just had one (1) 

comment before we close with this witnese, and that was with 

respect to Mr. Mills comment that if he was crossed -- if he 

wasn't crossed on a particular subject, it must mean we agree. 

And I wou.ld just like to clarify that tha,t • s 

not neceseariiy the case. 

Thank you. onderatood. 

Mr. Anderson, do you have any re-direct for 

your witnes!il? 

MR. MICHAEL ANDERSON: I do, Mr. Chair, ju.st 

a couple of matters. 

RE-DIRECT-EXAMINATION BY MR. MICRM:L ANDERSON: 

MR. MICHAEL ANDERSON: First, is a -- just 

follows the discussion th4t we bad had about the

correspondence between Indian Northern Affairs Cana4a, and the 

Boaxd, in respect of representing Canada. 

20 Manitoba Hydro b;ld, in its cross-exanlination, 

21 had indicated that. -- the question was that Canada has not 

22 been a cust0111eX' since the 1990's. 

23 I just wanted to cluify that in your comments, 

24 you exclusively were talking about the Department of In<:lian 

25 and Northern Affairs C&nada and made no coinment with respect 
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.be -- it ma.y -- it may call for a legal interpretation. It 

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

hereby terminate these agreements. I don't know that such a 

letter exists. 

MR. ROBERT MAYER• That's what r really want 

to find out. 

MR. CRAIG HENDSRSON: That's right. And I'll 

undertake to see if sueh a letter exists and will advise the 

Board accordingly. 

Ala to wbether or not we're pre~ed ta give you 

a. -- a legal interpretation ae to what our position is with 

respect to when these agreementlil terminated, tbat•s IJOf11ething 

that we• 1i have to consider. 

MR. ROBERT MAYER: Thank you; sir. 

- - - UNOSRTAKING NO 15 : Provide information regarding 

dates o.f termination of the 

agreements. 

THE CHAIRMAN: '?hank you. Mr. Hendereon, just 

so you're clear, as r understand the Vice-01.a.ir•e question to 

you, he wanted a date and time that these agreements were 

terminated. He waan•t ~cting a legal opinion from you. 

Thank you. 

to Health canada., -the RQolP, or others, ie that correct? 

MR. FREDERICK Ml'.LLS: That 1a correct. l was 

talking specifically of Indian and Northern Affairs Clulada. 

(BRIEF PAUSE) 

MR. MICHAEL ANDERSON: The other question Wll.!J 

with respect to north-central. i:n the end. wbo mll.de the 

decision to approve federal .funding for the north-central 

~ssion project? 

MR. PRBDERICH MILLS: That was the Government 

ot canada made that decision. 

MR. MICHAEL ANDERSON: And specifica.lly? 

MR. FREDERICH MILLS: ~e T,reasw:y Board of 

Canada. 

MR. MrCHABL ANDERSON: All right. The 

decision r;wt being m«.de. obviously, - - tbe decision not being 

made by officials of Inc1ian and Northern Affairs canada, 

Manitoba Region? 

MR. FRRDERICll MILLS: That's correct. 

MR. MICHAEL ANDERSON: To the best ot YoUr 

knowledge, when Manitoba Hydro appr -- w;i.s approaphed to 

provide diesel services, could the Northern ca.nada Power 

CDrrl!rliasion have provided aervices in the Province of Manitoba? 

MR. PREDl!:Rl:CR MILLS: As stated in previous 

J-IQO.Ul 
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teatimony, I- believe that they WPuld not have been able to do 

so, because _Manitoba Hydro has -- or ba.d or still bas the 

monopoly to provide hydro electrical services to the residents 

of Manitoba . 

MR. MI:CHAEI, ANDERSON: And at that time was 

the Depa.%b'nent of Indian and Northern Affairs can.ad.a., 

operating any uti-lity serVices Ojl an ongoing and regular 

ba.e:ia, as a division or opera.ting unit, to the best of your 

knowledge? 

MS. PATRICIA RAMAGB: Well, Kr. Chairman,- this 

i1m•t, r don't believ~. arising out of questiona that were 

raieed on cross. We•i:e treading into new territory. 

THE CHAIRMAN, I was just going to wai.t until 

he finished the question, but I raised the same observation, 

Mr. AnderE1on. What your redirecb 11hould be is with :respect to 

questions that are posed and maybe they were as a result of 

cross-examination, so111e further follow up that you felt was 

ne.ceseary to put on the record. 

MR. MICHAEL ANDERSON: Specifically, Mr. 

Cb.air, was the Vice-Cbair'B comments with reapect to the 

request. 

THB CHAIRMAN: That•s 

MR. MICHAEL ANDERSON: And Mr. -- and Mr. 

Mills raised the issue of the basis for the requeet may not 

- - might be with reepect to· the Department• s understanding of 

made in 1972. 

THE CHAIRMlW": Thallk you 'O'ery 111\lch, Mr. 

Anderson. Mr. Mills, thank you for your presence here today 

and enlightening the Board with respect tc:> the operations of 

DIANO. :I want t~ thank you for altering your personal travel 

arxange111ents to aceommodate the Board, we appreciate that, 

thank YoU very much, eir. 

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

was my pleasure to be here today, thank you. 

(HrlNESS STANDS DOWN) 

Thank you. Ladies and 

gentlemen, it is slightly before 12:00. Dr. Nicolaou, are you 

ready with your presentation to the Board? 

MR. COSTAS N!COLAOU: Yes. 

THE CHAIRMAN• Would you like to come and sit 

in front of us and enlighten us to your views, .sir? 

(BlUEF PAUSE) 

MR. COSTAS N!COIAOU: Thank you. 

(BRISF PAUSB·l 
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who can provide services in the cOllllll.unitiee. 

Then procead. 

~-MICHAEL ANDERSON: Thank you, Mr. Chair. 

CONTINUBD BY MR. MICHAat. ANDERSON: 

MR. MI:CliAEL ANDERSON: And given that this 

seelllS to be a central issue in the discussions, could you 

and/or Mr. Henderson, undertake to determine on what basiB the 

requetlt was original.ly ltlade in 1972? 

MR. FREDRIUat MI:LLS: I: don't know that we'd 

be able to dete:ri11ine that from our files, I mean all we can dO 

is ll!ay that we'll -- we'll go through and r(!S~ and make 

inquiries onto it, but z don't know that there'd be a record 

of -- of the -- of the nature of the request. 

Can you make your best 

efforts to determine? 

MR. FREOBIUCH MZLLS: We will a.alee our best 

efforts to determine if we have sueh a document. 

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

Those are all 111y questions. 

--- DNDBRTA!aNG NO. 16• To determine on what ba.sis the 

request for the Department of 

:Indian and Northern Affairs to 

provide service ~s originally 

--
THE CHAIRMAN; Dr. Nicols.ou, when you' re 

ready, sir. 

...... 

MR. -COSTAS NZCOLAOO: r•m ready, Mr. Chairman, 

thank you. 

Mr. Chairman, Members of the -Beard, ladies and 

gentlemen, J: first wish to thank the Board for giving ine t;.he 

opportunity for this short presentation on behalf of the 

cartadian Centre of Bnergy Policy • 

My main ~se in this presentation is to 

ensure that the number of iq>ertant facts regarding the small 

business sector in Manitoba are put before the Board, as it 

~libexates on inatters before it. 

We are convinced, Mr. Chairw.an, that the small 

business sector, which at1 you know, broadly overlaps witji & 

customer category general service sinall i11 Manitoba Hydro's 

customer classification, needs to be given serious ·attention 

by the Board, if only_ for reasons of equitabl-e treatment, as 

the l!ector has been represented before the Board for the first 

time in these Hearings. 

It will not be difficult to show that the 

relative position of the general service muall and Manitob& 

Hydro's charge ease for electricity use is not envied by 

anyone and is need of tDOdifica"tion so as to relieve the sector 

from the long term burden . 

J: begin with a very brief de"Scription of the 

Digi-Tnnli>c.. _.... ....... . ...... , 
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Name: 

Address: 

Fred W. Mills 

Box 156 
Garson, Manitoba 
ROE ORO 

RESUME 

Home Phone: 
Business: 
Email: 

EXPERIENCE 

Indian and Northern Affairs Canada 
Manitoba Regional Office 

December 2010 to present 
Special Project Officer 

(204) 268-2341 
(204) 983-8790 
fred.mills@inac.gc.ca 

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 support, 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 Indian 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) 

Achievements 
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 
December, 1980 

Maintenance Supervisor 

Department of Indian and Northern Affairs 
Island Lake District 

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 

2001 to Present 
1985 to 1992 

1989 to 1997 

1978 to 1980 

Volunteer Cook 
Beaver leader 
Cub Leader 
Scout Trooper 

Board Member 

Fire Chief 



TABC 
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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 (DIANO) on Operation and Maintenance (O&M) of 
departmentally funded capital assets on reserves. 

1.2 This document supersedes ORM 10-7/17 Capital Asset Inventory System 
dated February, 1990; ORM 10-7/18 Maintenance Managementdated 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 DIANO 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 DIANO with assurance that First Nations are spending 

Amend./Modif. 4 98.03.31 Chop. 1-2 Page 1 



Corporate Manuals System Systeme des guides ministeriels 

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 ICAISl: 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 council 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 IGFRl: 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: 
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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 (PMl - periodic adjustment, lubrication, 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 Agreement: An agreement between DIANO 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 (NFRl: The amount of money, subject to availability, 
varying between 20 and 100 percent of the GFR, that DIANO 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 Subject to the approval and availability of funds, DIANO 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 DIANO and First Nations. 

6.3 The preservation of the functional integrity of funded capital assets is a priority. 
DIANO 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. 

6.5 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 DIANO 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 DIANO will 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 to renewal or 
Financial Transfer Arrangement (FTA); or 

(d) First Nations prior to entry into a FTA and upon renewal. 

7.0 Responsibilities 

7.1 DIANO: 

(a) 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 02); 

(f) 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 DIANO 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 DIANO. 

8.0 Enquiries 

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

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

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

(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 DIANO O&M 
funded capital assets (See Section 2.1 of this Appendix) will include the 
preparation of: 

- a revised general condition rating; 
- a written 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; 

(c) 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 DIANO to manage base level information of all on-reserve 
DIANO 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 DIANO 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) Land is 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 DIANO may also be recorded in the CAIS, if 
desired, by First Nations, Tribal Councils or DIANO. 

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 DIANO. 

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 General 

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

3.2 DIANO Headquarters 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; 

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

(g) 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 

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

3.3 Regions will: 

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

3.4 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 DIANO 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 global 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 Headquarters 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 DIANO 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 DIAN D's level of service standards unless the 
First Nation can demonstrate that long 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 O&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 DIANO 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 DIANO but were 
acquired without departmental capital funds the following conditions must be met to 
obtain O&M funding consideration: 

a) prior approval of DIANO is obtained; 

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

c) it meets DIANO 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 DIANO 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 DIANO 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 

Asset NFR Asset Asset Asset Subclass 
Category Factor Class Code 

Buildings 0.2 Administrative A1A Office 

Operative A2A 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 A41 Student Residence 

A4L Teacherage 

0.8 Utility A5A Water Supply/Treatment 

A5B Waste Treatment/Disposal 

A5C Electrical Power Generation 

A5D Solid Waste Disposal 

A5E Central Heating Plant 

0.2 Recreational A6A Community Recreational 
Centres/Halls/Cultural Centres 

A6B Arena 

A6C Gymnasiums 

A6D Indoor Swimming Pools 

A6E Club Houses, Youth Centres, 
Senior Citizen Droo-in Centres 

Utilities 0.8 Water Supply, Treatment and B1A Heated Water Mains 
Distribution B1B Water Mains 

B1C Water Treatment System 

B1D Water Treatment Unit 

B1E Water Storage 

B1F Community Well 

B1G Water Standpipes 

B1H High Level Lift Station 

B11 Low Level Lift Station 

.... Continued 
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Continued ..... 

Asset NFR Asset Asset Asset Subclass 
Category Factor Class Code 

0.8 Wastewater Collection, B2A Sanitarv Mains 
Utilities Treatment and Disposal 828 Storm Mains 

System 
B2C RSC/Trickling Filters 

B2D Extended Aeration Plant 

B2E Lagoon 

B2F Community Septic Tank 

B2G Jet-Pump Disposal 

B2H Lift Station 

821 Aerated Lagoon 

820 Low Pressure Sewer 

0.9 Electrical Power Supply 838 Diesel Generators 
and Distribution 

B3C Street Lights 

B3D Transmission Lines 

B3E Distribution Lines 

0.8 Solid Waste Disposal 84A Refuse Site 
System 

848 Landfill Site 

B4C Incinerator 

Transportation 0.9 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 

0.8 Solid Waste E2A Compactor 

E2B Compactor (Unmodified 
Chassis) 

Liquid Waste E3A Commercial Pumper 

E3B Pumper (Unmodified Chassis) 

Water Delivery E4A Tanker 

E48 Tanker (Unmodified Chassis) 
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Appendix D 

O&M Compliance Requirements 

1.0 Purpose 

1.1 These Compliance Requirements are intended to ensure DIANO O&M funded 
assets are operated and maintained properly, and that the accountability objectives of 
both DIANO 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 annual 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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- 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 fill DIANO O&M funded assets on the MMP, 
while ensuring that the annual O&M inspection 
reports covered, as a minimum, those assets which 
DIANO funds at 80 percent of GFR or greater, as 
well as significant public buildings such as arenas, 
band administration buildings etc. 

(b) 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. 

(c) Establish a Review Process for Maintenance Management Reports 

- On-site compliance reviews can be completed by DIANO 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. DIANO 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 DIANO 
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 

01 - Maintenance Management Checklist 
02 - Capacity Development 
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Appendix 01 

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 properly 
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 02 

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. 
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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 results. 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 

DIANO 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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PARTJ 

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: 

1) comply with all its obligations under, and with the terms and conditions of, 
the Co-Management Agreement. 

2) 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. 

3) advise the Minister of termination, for any reason, of the Co-Management 
Agreement and provide to the Minister a copy of any Notice thereof: 

4) immediately advise the Minister of the expiry, without renewal, of the Co
Management Agreement; 

5) advise the Minister of any default by XXX that continues for 10 days 
following notice thereof; and 

6) 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 FSO) 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 



NationDs 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; 

b) ensure that all expenditures are in accordance with the Remedial Management Plan 
once approved; 

c) provide full support and cooperation to the Co-Manager in the performance of his or 
her duties; 

d) provide all documents, letters and Band Council Resolutions required by the Co
Manager to carry out his or her duties; 

e) manage the operations of the First Nation enterprises wholly independently of the 
First Nation Administration; 

f) 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; 

g) 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. 

h) 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; 

i) provide the DIAND with detailed monthly financial statements, accounting for all of 



the First NationDs activities, within twenty-one (21) days of each month end, in 
accordance with generally accepted accounting principles. The monthly financial 
statement will be comprised of the following: 

a) Financial Statements 
b) aged Accounts Payable 
c) aged Accounts Receivable 
d) bank reconciliations 
e) variance report and budgets (actual, year-to-date and projections) 
f) analysis (narrative) by programs 
g) other reports as mutually agreed upon 
h) training p !ans 

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) 

j) 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 

1) 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; 

n) 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 

o) submit the 200_~/200 __ Consolidated Audit to DIAND no later than 
________ (.enter date) for review and analysis. 

3.0 MONITORING COMMITTEE 

3.1 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 CouncilOs members. 



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; 

b) review and approve the budgets for the 200 /200 fiscal year, the new 
budgets for 200 1200 fiscal year and the Remedial Management Plan 
that meets the DIANDOs Intervention Policy; 

c) 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; 

d) provide full support, cooperation and advice to the Co-Manager in the performance 
of his or her duties; 

e) review the policies and procedures developed by the Chief and Council and the Co
Managerregarding 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. 



TABF 





THIRD PARTY MANAGEMENT FRAMEWORK AGREEMENT 

ARTICLES OF AGREEMENT 

These Articles of Agreement are made 

Between 

And 

Her Majesty the Queen in Right of Canada as represented by the Minister of 
Indian Affairs and Northern Development (hereinafter referred to as "Canada") 

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 to account to 
Canada for the use of the funding provided and the results 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; 
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2.3 Appendix B - General Description of Third Party Management; 

2.4 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) I 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 personnel is subject to 
approval by Canada as administrator of this agreement. Additional personnel must meet the 
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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. 

9. Duration 

This agreement takes effect on the date of the latter signature of the parties. Unless sooner 
terminated as provided for in this agreement, ii 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. 

10. 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: http://www.tbs-sct.gc.ca/tbsf-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 carrying 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. 

11. 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. 

12. Notice 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 to 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: 

To Canada: Director, Transfer Payments and Financial Policies Directorate 
Indian and Northern Affairs Canada 

TotheTPM: 

13. TPM Call-ups 

Les Terrasses de la Chaudiere, North Tower 
10 Wellington Street, Room 1210 
Gatineau, Quebec K1A OH4 

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. Tennination 

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 earned, 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 fulfilling 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 insolvent 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. 

Indian and Northern Affairs Canada -5-



THIRD PARTY MANAGEMENT FRAMEWORK AGREEMENT 

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 
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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 fulfilment of all 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 I 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 Call-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 incurred 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 location. 

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 
allowed 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 calls, 
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 Hannonized 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 (Hsn. 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 en@ed; 

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 

4.1 Option 1 - Monthly Progress Payments 

Canada shall 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 often 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 fulfillment of third party 
management as described in the TPM Call-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 In the 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. 

4.3 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 to 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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4.4 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 submitted 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 

Wrthout restricting any right of set-off or holdback under law or by any provision of the TPM 
Call-up, Canada may set off against any amount payable 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. Other 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 
http://www. ainc-inac. qc. ca/ailamltmloubslcfafnlcfafn-enq.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 default and/or the 
difficulties which gave rise to the default. 

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 be asked, and as specified in the TPM Call-up, 
to 

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; 

c) Assist the Recipient to remedy default in order to facilitate the return 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 Call-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) 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; 

b) Ensure that no funding advanced by Canada to the TPM in a fiscal year is expended for any 
purpose other than for program(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; 

c) 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); 

d) Ensure qualified personnel deliver the programs and services for which funding is provided 
under this agreement; 

e) Not purport to terminate the employment of Recipient staff or to hire staff on behalf of the 
Recipient; 

f) 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; 

g) 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 employer 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 

h) 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. 

c) Where monthly expenditure amounts or annual program and service amounts no longer reflect 
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, unilaterally 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. 

c) 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 Recipienfs 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 I CAPACITY DEVELOPMENT: 

4.2.1. ADVISORY AsslSTANCE TO 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 offunding for programs and services; and addressing any difficulties which gave 
rise to default 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; 

c) 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; 

c) 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 later 
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) A list, 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) unless 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: 

(i) Whether the non-payment of a Recipient debt is impacting the delivery of essential 
services; 

(ii) Whether any part of the Recipient debt was incurred in order to provide programs or 
services provided for under a funding agreement with Canada; 

(iii) 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 

c) Provide the Recipient's creditors with relevant financial information on matters outside 
this agreement that the Recipient has agreed to disclose. 

Upon the consent of the Recipient, the TPM shall: 

d) Directly and individually notify the Recipienfs 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 implementation 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; 

c) Decision making processes of the TPM affecting individuals shall be made known to the 
individual 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, quarterly 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 location 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 accepted 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. 

6.4 Without limiting subsection 6.2, the TPM shall 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 Unless 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 to 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. 
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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 

c) Confirm the integrity of any data which has been reported by the TPM pursuant 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 · In the 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 to 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. 
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3. Conflict of Interest 

3.1 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 fulfilled to Canada's satisfaction. 

3.2 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 result of the TPM's 
past, current or anticipated provision of services to the recipient, including its 
organizations, companies, individuals or other legal entities, the TPM shall: 

a) Declare the actual or potential 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; 

c) Take immediate measures to address the actual or potential conflict of interest 

4. Indemnity and Liability 

4. 1 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. 

4.2 Canada will not be liable for any losses, claims, damages, or expenses relating to any 
injury, disease, illness, 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. 

4.3 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. 

4.4 This section survives the termination or expiration of this agreement. 

5. Misconduct and Legal Processes 

5.1 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. 

5.2 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. 

5.3 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 tennination 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 
Call-up. 

6.2 The TPM shall not make, secure, 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) Take all necessary action to maintain itself in good standing, to preserve its legal 
capacity, to maintain the security screening , and to infonn Canada without delay of 
any failure to do so; 

b) 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; 

c) 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 tenn, including but 
not limited to, pending or potential lawsuits and audits; 

d) 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. 

8. Partnership 

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 
theTPM. 

9. Representation and Warranties 

9.1 The TPM represents and warrants that: 

a) 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 tenn of 
this agreement; and 

b) 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 
Council or any other person; 
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c) That the personnel 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 all 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 Conflict 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 Fonn 

This TPM Call-up is subject to the provisions of the Third Party Management Framework Agreement. 

Identification of the Parties 
Consulting Entity INAC Representative 
Data 
Lana/Name Name 
Mailina Address Ttlle 
Location Address if Office Address 
different from mailing 
address 
Telenhnne Number Te/eohone 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 Dally Fee Rate Total Fee Cost per 

(in days or Function 
portions 
therenf\l 

TPM Administrator $ $ 
TPM Advisory I $ $ 
Capacity 
Develooment 
TPM Financial $ $ 
Suonnrt 
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. 

Manaaer's Travel and Livina Ex• "nses - Estimate for Budaet Purposes 
Travel Living Expenses Maximum Amount per Number of Days Maximum Amount 
(Itemize required travel/transportation Item 
costs, including any/all flights. mileage, 
accommodations and meal/incidental 
expense allowances, forthe number of 
davs reauiredJ 
Transportation (provide details} 

Accommodation (provide details) $ 
Perdav 

Meals $ 
Perdav 

Incidental Expenses $ 
Perd"" 

Maximum Amount of Total Travel and Living EXDenses $ 
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Tota IC t fTPM C II OS 0 a -UD 
Total Fee Cost excludlna GST/HST $ 
Total Travel and Livlna Ex""nses $ 
Aoolicable GST/HST $ 
Total Cost of TPM Call-up $ 

Yes/No 
Yes/No 

I (name of consulting entity) am willing to undertake the third party management as described in Annex 
A and for the duration of the assignment at the cost quoted above. I (name and title) am the authorized 
representative. 

Signature Date 

Representing Indian and Northern Affairs Canada, I (name and title of authorized representative) 
accept your proposal as above. 

Signature Date 

Attachments: 

• Annex A - Specific Description of Third Party Management; 

• Annex B - Performance Measurement Framework, if any; 

• Annex C - Recipient Funding Agreement(s). 
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!Band I Cltv I Zone Gov Rate INon Gov Ra Trana I Yea• 

I 2 I 6 6.87 I 23.05 1 !2010/11 Approximate Breakdown by Component I I Print Status: 
Electric~ Operation I Maintenance 

Time In Labour I Enerav 1Mat& Sub 
IA .. etTujle. lunlta I Qlv Service 

1B••• 
Cost 

Site ronnula 
Index Bud""! Local ilmDort I Elec I Heat 1EaulD Total Local 

Labour I Mat & I Sub 
ilmDort IEaulo . Total 

59 Lift Station-~· aase 
60 Lift Station • Volume 
61 Mech Trealmenl ·Base 
62 Mech Treatment - Volume 
63 
64 

oa 
Units 
ea 

Units 

-3 
1380 

1 
1161 

2000.00 1.96 
5.40 9.43 

7000.00 1.84 
16.00 6.03 

11,770 
70,280 
12,890 

113,950 

65 Lagoon ·Base ea 1 1 3250.00 1.42 4,620 
67 Plant Buildings m2 21 1 21.75 5.42 2,480 
69 Sewage Trucks· Base ea 1 1 7000.00 2.09 14,640 
70 Sewage Trucks - Volume Units O 1 60.00 O 
72 Sub-Total 241,680 
73 Less User Fess Houses 123 1 81.00 9,963 
74!se-T~ 2J'1;7'f11 
75 
76 Garbage 
77 Trucks - Base 
78 Trucks - Volume 
79 

ea 
Units 

1 
832 

7000.00 
19.00 

2.09 
1.62 

14,640 
25,610 

80 Sub-Total Garbage 40,250 
81 Less User Fees Houses 123 1 93.00 11,439 
82fi!i1iii'ji! fiiilil . •i1ij 
83,,..,,,.,,,....,,,,...,.,.,..,...,.,.,,.,.,--~----------------:=,.,,.,,,.. 
64~JlMiI-iiltill @Jl&lll 
85 
86 
87 Category Ill 
88 
89 Admln Bldg 
90 Comm Hall 
92 Warehouses - Unheated 
94 Garages· Unheated 
95 Arena • Heated 
97 Daycare 
98 
99 Sub-Total Category Ill 

100 

m2 
m2 
m2 
m2 
m2 
m2 

100 
470 
112 
810 

2452 
179 

1 
t 

50.25 
33.40 
10.75 
10.75 
33.40 
57.00 

4.37 
4.2 

3.65 
3.65 
4.2 

3.44 

21,960 
65,940 

4,400 
31,790 

343,970 
35,100 

503,160 

101 Less Band Shara (80%) 402,528 
102 

-·--2102 
1863 
3158 
7556 

1137 
0 

351 
0 

16335 

351 
8676 

9027 

38448 

1607 
4709 

193 
1394 

24567 
4289 

103r@!-tego<y-.--18-St$..-.-rota-.-,------------------1~·0!J;ii2~.·.==1 36759 

104 
105 Community Services Total 
106 
107 Less User Fees/Band Share 
108 
109 INAC Share-Comm Services 
110 

1,212,730 99629 

437,118 

775,612 

-0 
0 
0 
0 

0 
0 
0 
0 
0 

0 
0 

0 

0 

0 1338 2676 6116 
60130 3253 24"0 67686 

0 1563 t 563 6284 
87079 4208 8415 107258 

0 
0 
0 
0 

147209 

0 
0 

0 

317865 

0 1173 2310 
0 0 0 
0 2511 2862 
0 0 0 

10362 1906$ 192972 

0 2511 2862 
0 11287 19963 

0 13798 22825 

24376 63755 434244 

--· 601 
298 
702 
756 

1137 
206 

2106 
0 

7769 

2106 
631 

2737 

19464 

2378 2676 5655 
1157 1139 2594 
2779 3126 6607 
2992 2945 8693 

0 
343 

2976 
0 

12625 

2976 
2007 

4983 

33720 

1173 2310 
1931 2480 
6696 11778 

0 0 
28317 48711 

6696 
3010 

9706 

11778 
5648 

17426 

74854 128038 

Electrical budget based on Diesel ratio 

0 4141 8203 1727 15678 452 3454 2375 6281 
0 17256 28469 4380 54814 785 4866 5475 11126 
0 1657 0 1015 2865 217 0 1319 1536 
0 11969 0 7330 20693 1568 0 9529 11097 
0 90012 48505 22847 285931 4094 25386 28559 58039 
0 7016 12905 2151 26361 613 3624 4302 8739 

o I 132051 I 98082 39450 406342 7729 37530 51559 96818 

0 468930 241826 132338 942723 34688 77273 158037 269998 
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!Band I City I Zona Gov Rate !Non Gov Ra Trans I Year 

I 2 I 8 1 I 1 1 12010111 Approximate Breakdown by Component I !Print Status: 
Electrtcltv Operation I Maintenance 

Time in Labour I Ener1.1v 1Mat& Sub I Asset Tvpe I units I Qty Service 
'Base 
Cost 

Site l~ormula 
Index Budget Local flmport 1 Eloc !Heat 1Equlp Total 

Labour 1Mat & J~ub 
Local flmport !Equip Total 

54 Gravity Mains 
59 Lift Station - Base 
60 Lift Station - Volume 
61 Mech Treatment - Base 
62 Mech Treatment - Volume 
63 
64 

m 

•• 
Units 

ea 
Units 

-- -4876 
3 

1380 

1181 

1 
1 

1.15 
2000.00 

5.40 
7000.00 

16.00 

- --1.97 
1.96 
1.71 
1.84 
1.62 

~~ ---11,050 
11,770 
12,750 
12,890 
30,620 

65 Lagoon - Sase ea 1 1 3250.00 1.42 4,620 
67 Plant Buildings m2 21 1 21.75 5.42 2,480 
69 Sewage Trucks - Base ea 1 1 7000.00 2.09 14,640 
70 Sewage Trucks - Volume Units 0 1 60.00 0 
72 Sub-Total 100,820 
73 Less User Fess Houses 123 1 81.00 9,963 
74ISewer Total 90,8571 
75 
76 Garbage 

77 Trucks - Base 
78 Trucks - Volume 
79 

ea 
Units 832 

7000.00 
19.00 

2.09 
1.62 

14,640 
25,610 

---168 
2102 
1862 
3158 
7548 

1137 
0 

351 
0 

16326 

351 
8676 

80 Sub-Total Garbage 40,250 9027 
81 Less User Fees Houses 123 1 93.00 11,439 
82)Garbage Total 28,811) 
83 
84"lc~a~te-g_o_ry~ll~S~u~b~-T~o~ta~l~~~~~~~~~~~~~~~~~~2-38-,-82~31 38803 

85 
86 

67 Category Ill 
88 
89 Admln Bldg m2 100 1 50.25 3.67 18,450 1610 
90 Comm Hall m2 470 1 33.40 3.26 51,180 4706 
92 Warehouses - Unheated m2 112 1 10.75 2.48 2,990 193 
94 Garages - Unheated m2 810 1 10.75 2.48 21,600 1396 
95 Arena - Heated m2 2452 1 33.40 3.26 266,990 24560 
97 Daycare m2 179 1 57.00 2.85 29,080 4286 
98 
99 Sub-Total Category Ill 390,290 

100 
1Qi Less Band Share (80%) 312,232 
102 
103Jcategory Ill Sub-Total 78,0SBJ 36753 
104 
"05 Community Services Total 791,270 99859 
106 
1 07 Less User Fees/Band Share 346,822 
~OB 

109 INAC SI,- - Comm Services 444." -

-0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

0 
0 

0 

0 

0 
0 
0 
0 
0 
0 

I 

o I 

0 

-0 
0 

2607 
0 

3774 

0 
0 
0 
0 

6381 

0 
0 

-0 
1338 
3251 
1563 
4204 

---288 
2676 
2438 
1563 
6407 

0 1173 
0 0 
0 2511 
0 0 

10356 19056 

456 
6116 

10158 
6284 

23933 

2310 
0 

2862 
0 

52119 

0 2511 2862 
0 11287 19983 

-- - -1963 
601 
298 
702 
755 

0 
2378 
1156 
2779 
2969 

8631 
2676 
1138 
3126 
2942 

10594 
5655 
2592 
6607 
6686 

1137 
206 

2106 
0 

7768 

2106 
631 

0 
343 

2976 
0 

12621 

1173 
1931 
6696 

0 
28313 

2310 
2480 

11778 
0 

48702 

2976 6696 11778 
2007 3010 5648 

0 0 13798 22825 2737 4983 9705 17426 

13790 24362 56296 133273 21582 36710 81577 139869 

604 6216 1730 12160 453 3459 2378 6290 
2511 28460 4378 40057 785 4865 5473 11123 

242 0 1016 1451 217 0 1321 1538 
1745 0 7343 10484 1571 0 9545 11116 

13099 148466 22841 208966 4093 25379 28551 58023 
1020 12894 2149 20349 612 3820 4298 8730 

j.- Electrical budget based on Grid rates 

19221 I 198036 39457 293467 7731 37523 51566 96820 

33786 241822 134529 509996 36718 80133 164411 261262 

Page 10of15 



TABH 



A\ Manitoba 
Hydro 

DIESEL GENERATION COMMUNITIES 

* 
SYEAR 

CAPITAL PROJECT FORECAST 

2009 0911 

DIESEL COMMUNITIES Capital Projects INAC 2009 Rev 09 09 11.doc 



CAPITAL PROJECTS BY COMMUNITY 

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 
Generator Set 

Community No major projects have been identified at this time for 
Electrical the next 5 year period .. 
Distribution. 

DIESEL COMMUNITIES Capital Projects lNAC 2009 Rev 09 09 I !.doc 2 

- --- -- ... ·-·· 



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 Halonl301 suppression & detection system be 
System replaced as part of the Provincial/Federal National 

Action Plan for Environment control of Ozone 
Depleting substances. 

Minor Overhaul 2011112 $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 I 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 I !.doc 3 



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 notbe 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 Halonl301 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 
Generator Set 2012/13 $180,000 TBA Unit# 4 425kW 

DIESEL COMMUNITIES Capital Projects INAC 2009 Rev 09 09 I I .doc 4 



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 ! I.doc 5 
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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 #1 1015 kW 
Generator Set 2012/13 $130,000 TBA Unit#2 1015 kW 

Major Overhaul 2013/14 $200,000 TBA Unit#3 1015 kW 
Generator Set 

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 6 



CAPITAL COST SHARING FORMULA 
BY COMMUNITY 

BROCHET 
AGENCIES PERCENTAGE Sa:A)m QF CAPITAL 

First Nations 39.1% 
Other Federal 5.7% 
Provincial Government 11.6 % 
Other (General Service etc.) 43.6% 

LAC BROCHET 
AGENCIES PERCENTAGES~ OF CAPITAL 

First Nations 84.8% 
Other Federal 3.2% 
Provincial Government 1.0% 
Other (General Service etc.) 11% 

TADOULE LAKE 
AGENC1lJ£S PERCENTAGE StiQE OF CAPITAL 

First Nations 77.7% 
Other Federal 6.1% 
Provincial Government 1.8% 
Other (General Service etc.) 14.4% 

SHAMATTAWA 
AGENCIES ,- -· ' ' . PEllCENTAGE $!1.\\REOJfCAPITAL 

First Nations 72.7% 
Other Federal 8.9% 
Provincial Government 1.3% 
Other (General Service etc.) 17.1% 

DIESEL COMMUNITIES Capital Projects INAC 2009 Rev 09 09 11.doc 7 
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ti\ Manitoba 
Hydro 

360 Portage Avenue• Wininpeg Manitoba Canada • RJC 2P4 
Telephone /N" de telephone: (204) 360-5658 • Fax/ N° de telecopieur: (204) 36o-6110 

rcox@hydro.mb.ca 

2010 07 07 

Chief Roy Bighetty & Council 
Barren Lands First Nation 
General Delivery 
Brochet, MB. 
ROB OBO 

Dear ChiefBighetty & Council: 

l-f3D-D -3DS 

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. 

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 oflNAC will be arranging a 
meeting of the parties. 

If you have any questions please do not hesitate to contact me. 

Yours truly, 

R.W. Cox, Manager 
Energy Services & Sales 
Consumer Marketing & Sales 
Customer Service 

R WC/rwc/brochet 



Chief Roy Bigehetty and Council 
2010 07 07 
Page2 

c: L Harper, MKO 
R. Payne, INAC 
R. Kristjanson, Manitoba Hydro 



Brochet Diesel Generating Plant 
Barren Lands First Nation Share 45.1 % 

Project Year Estimated Capital Notes 
Capital Cost Contribution 

Reauired 
Minor 2010/11 $160,000 $72,160 UNIT#3 
Overhaul 
Generator Set 
Major 2012/13 $150,000 $67,650 Unit#! 
Overhaul 
Generator Set 2012/13 $180,000 $81,180 Unit#2 
Total $220,990 
Contribution 
Future 
Capital 
Projects 
Previous 
Capital 
Proiects 
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 
Cao ital 
Total ~1J51,636 

Contribution 
Completed 
Capital 
Proiects 



ii\ Manitoba 
Hydro 

360 Portage Avenue• Wininpeg Manitoba Canada • R3C 2P4 
Telephone IN' de telephone: (204) 360-5658 • Fax /N' de telecopieur: (204) 360-6110 

rcox@hydro.mb.ca 

2010 07 07 

Chief Joseph Danttouze & Council 
Northlands Dene First Nation 
P.O. Box 120 
Lac Brochet, MB. 
ROB2EO 

Dear ChiefDanttouze & 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 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, ofINAC will be 
arranging a meeting of the parties. 

If you have any questions please do not hesitate to contact me. 

Yours truly, 

R.W. Cox, Manager 
Energy Services & Sales 
Consumer Marketing & Sales 
Customer Service 

R WC/rwc/Iacbrochet 



Chief Roy Danttouze & Council 
2010 07 07 
Page2 

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 

Reauired 
Fire 2010/11 $1,375,000 $1,168,750 Regulations 

Suppression require existing 

System Halon suppression 
systems be 
reolaced. 

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 
Proiects 
Previous Capital 
Projects 
Well 2008 $31,326 $26,627 
Monitoring 
Installation 
Misc. Small 2009 $53,391 $45,382 
Caoital 
Total $72,009 
Contribution 
Completed 
Capital 
Projects 



/I\ Manitoba 
Hydro 

360 Portage Avenue• Wininpeg Manitoba Canada • R3C 2P4 
Telephone /N° de telephone: (204) 360-5658 • Fax IN" de telo!copieur: (204) 360-6110 

rcox@hydro.mb.ca 

2010 07 07 

Chief Jeffrey Napoakesik & CoWicil 
Shamattawa First Nation 
Box210 
Shamattawa, MB. 
ROB !KO 

Dear ChiefNapoakesik& 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 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 Widerstanding that Tracy Fleck, ARDG ofINAC will be 
arranging a meeting of the parties. 

If you have any questions please do not hesitate to contact me. 

Yours truly, 

R. W. Cox, Manager 
Energy Services & Sales 
Consumer Marketing & Sales 
Customer Service 

R WC/rwc/shamattawa 



Chief Joseph Napoakesik & Council 
2010 07 07 
Page2 

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 
Capital Cost Contribution 

Required 
Minor Overhaul 2010/11 $160,000 $118,560 
Generator Set 2011/12 $160,000 $118,560 

2012/13 $160,000 $118,560 

Total $3551680 
Contribution 
Future Capital 
Proiects 
Previous Capital 
Proiects 
Powerhouse 2006 $290,763 $215,455 
Mods 2007 $14,095 $10,444 
Portable Water 2009 $96,550 $71,543 
Sunnlv 
En,,.ine Failures 2009 $601,931 $446,030 
Misc. Small 2009 $39,160 $29,017 
Caoital 
Total $7721489 
Contribution 
Previous 
Capital 
Proiects 

Notes 

Unit#3 
Unit#l 
Unit#2 



/I\ Manitoba 
Hydro 

360 Portage Avenue• Wininpeg Manitoba Canada • R3C 2P4 
Telephone/ N" de telephone : (204) 360-5658 • Fax IN" de telecopieur : (204) 360-6110 

rcox@hydro.mb.ca 

2010 07 07 

Chief Jimmy Thorassie & Council 
Sayisi Dene First Nation 
General Delivery 
Tadoule Lake, MB. 
ROBOCO 

Dear ChiefThorassie & 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 complc:ted 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 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 ofINAC will be 
arranging a meeting of the parties. 

If you have any questions please do not hesitate to contact me. 

Yours truly, 

R.W. Cox, Manager 
Energy Services & Sales 
Consumer Marketing & Sales 
Customer Service 

RWC/rwc/tadoulelake 



Chief Jimmy Thorassie 
2010 07 07 
Page2 

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 
Capital Cost Contribution 

Required 
Fire 2010/11 $1,375,000 $1,090,375 
Suppression 
System 

Minor Overhaul 2011/12 $110,000 $87,230 
Generator Set 2011/12 $140,000 $110,020 

2012/13 $110,000 $87,230 

Major Overhaul 2010/11 $150,000 $118,950 
Generator Set 

Tank.Farm 2010/11 $4.040,000 $3,203,720 
Replacement 
Total $426972525 
Contribution 
Future Capital 
Pro.iects 
Previous Capital 
Projects 
Well 2008 $33,047 $26,206 
Monitoring 
Installation 
Misc. Small 2009 $20,283 $16,084 
Capital 
Total $422290 
Contribution 
Previous 
Capital 
Pro.iects 

Notes 

Regulations 
require existing 
Halon suppression 
systems be 
replaced. 

Unit#2 
Unit#6 
Unit #4 

Unit#3 
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I 1 

Residential 
Basic Monthlv Charoe 
First 175 kW.hoer month 
Next 1,825 kW.h oer month 
Reniainina co-nsutnotidn 

General Service 
Basic Monthly Rental 
First 1,090 kW.h per month 
Next 910 kW.hoer month 
Next 1,000 kW.h oer month 
Remainina consurnotlon 

Government I FN Education 
Basic Monthlv Rental 
Rate per kW.h 
Surchar~e per kW.h 
Total per kW. h 

2. 3 4 

( 0.4127 I 
.0600) 

Rate 
Current 

Approved Rate April 
NOv.1,, 

O&M 
1, 2010 

200~ 
Multiplier 

62500 6.8500 
0.0578 . 0.0631! 
0.0.565 0.0657 
0.4127 0.4127 

15.8600 17.2500 
0.0600 0.0684 
0.0600 0.06!N 
0.0600 0.0684 
0.4127 6.87 0.4127 

15.8600 16.5000 
0.4127 0.4127 
0.9709 0.9709 
1.3836 23.05 1.3836 

Notes 

5 

, 4. 2 )/ 2 

fl/u 
Change 

9c60% 
10 .• 38% 
1$.ZO% 
0.00% 

8 .. 76% 
13.92% 
13.92% 
13.92% 

0.00% 

4.04% 
0.00% 
0.00% 
0.00% 

Manttoba Reg'ion 
INAC 

Diesel Muliti'plier Calculation 

.6 7 8 

( 0.4127 / 
.0600) (6-3)/3 

°lu Change Proposed 
O&M 

MllltipJier 
O&M R~tes Sept 

Multiplier 1, 201.0 

$.6.8500 
$0.0638 
$00657 
$0.4500 

$ff6500 
$0.0684 
$0.0684 
$0.06S4 

6.03 -12.22% $0.4.500 

$17.6500 
$0.5853 
$1.6000 

20.23 -12.22% $2.1900 

~---~Current O&M multiplier being used for Calculations 

9 10 

(0.45 / 
(9-2)/2 0.0684) 

Proposed 
~k Change, O&M 

Multiplier 

9.60% 
10.38% 
16.20¥0 
9.04% 

11.29% 
13.92% 
13.92% 
13.92% 

9.Q4P/ot··'. !f.58· 

11.29% 
41.82% 
64.79% 
58.28%.: ~1:ai: 

I ·I Not used, but displayed to sh.ow how an increase in the. Gird' rates effect !he O&M Multiplier 

I- ····~--:-']Proposed increases 

11 12 

(10-3)/3 

% Change O&M 
Multiplier 

Comments 

First 900 kW.h As of Acirl 1, 2008 
Next 1,100 kW.has ofAoril 1, 2008 

First 2,000 kWh as of April 1, 2008 
First 2 .. 000 kW.h as of April 1, 2008 
First 2,000 kW.has of April 1, 2008 . ·: '· ·:.4.29o/o: 

, ·;-... :·::; '~:~L9~:o/o 
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II\ Manitoba 
Hydro 

POBox815 •Winnipeg Manitoba Canada •R3C2P4 
Street Location for DELIVERY: 22nd floor-360 Portage Avenue 

Telephone I N° de telephone: (204) 360-3946 • Fax I N° de te!ecopieur: {204) 360-6147 
pjramage@hydro.mb.ca 

June 7, 2010 

To : See list below 

Dear Sirs/Madams: 

RE: MANITOBA HYDRO 2010 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 
Page2 

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 1110: 

All Parties would best immediately demonstrate that First Nations will be adequately 
funded for essential services, and that First Nations, with the assistance of!NAC, are 
addressing their financial obligations for such essential services. (Order 1/10 at p. 
15) 

In Manitoba Hydro's view, if the PUB is 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 

""'&<~ 
PATRICIA J. RAMAGE 
Barrister & Solicitor 

PJR/ 
ends. 

cc: Counsel for CAC/MSOS - Byron Williams/Myfanny Bowman 
Counsel for MIPUG - Antoine Hacault 
Counsel for RCM/fREE - 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 




