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REFERENCE: Undertaking #144, Transcript page 10,242 1 

QUESTION: 2 

a) MIPUG panel to provide brief summary of various examples of government 3 
support or intervention in projects to deal with rate pressures; also to look into 4 
examples of relief to ratepayers and, if available publicly, relief between 5 
government and other stakeholders, including First Nation government. 6 

ANSWER: 7 

(a) 8 

As requested, Mr. Bowman has appended the information available to him at this time in 9 
regard to government support for energy developments, to address either (a) 10 
government protection for identified risks, (b) government support for projects that would 11 
otherwise have early-years upward pressure on rates, and (c) in some cases outright 12 
government subsidies of projects. Please note that Mr. Bowman did not identify any 13 
readily summarized examples (i.e., public information) for federal/provincial/territorial 14 
government relief for First Nation government investors in energy projects. The 15 
information is separated below by province.  16 

Additional examples of government support on projects has been provided on the record 17 
in response to MH/MIPUG I-3. 18 

PRINCE EDWARD ISLAND 19 

PEI-New Brunswick Cable Interconnection 20 

In the absence of indigenous resources for hydroelectric development, PEI connected to 21 
New Brunswick’s electricity system through an underwater cable. The underwater cable 22 
was to be owned by the Province of Prince Edward Island and leased to the investor 23 
owned utility, Maritime Electric (ME). In 1977, the province took advantage of federal 24 
funding that was not available to ME in order to build the cable. The cost was 25 
approximately $36 million of which the federal government contributed $18 million and 26 
financed another $9 million at Crown corporation rates. The province financed the 27 
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remaining $9 million. The debt was set up to be repaid in thirty equal annual instalments 1 
of principal and interest.  2 

Maritime Electric built the cable under the Interconnection Lease Agreement whereby 3 
ME made annual payments to the provincial government equivalent to the financing 4 
charges. It was intended that once the debt was retired, ME will continue to lease the 5 
cable for $1 per year. The lease also provided that either ME or the province could 6 
propose any additions or alterations to the interconnection and the province had the 7 
option of financing these additions or let ME do so.  8 

NEW BRUNSWICK 9 

Point Lepreau Nuclear Station 10 

The Government of Canada established a policy of co-financing any first application of 11 
Canada Deuterium Uranium (CANDU) nuclear technology in a Canadian province. In the 12 
case of the Point Lepreau, the initial agreement provided for federal loans at Crown 13 
corporation rates to cover 50 per cent of the capital costs of the plant. However, final 14 
costs exceeded the initial estimates by multiples and consequently the ceilings on 15 
federal loans were raised above the initially planned levels. The loans represented 16 
approximately 25 per cent of the final $1.4 billion total cost. In addition to the commercial 17 
aspects of this loan, the Government of Canada forgave interest payments on its loan for 18 
the first three years of operation up to a maximum of $102 million. The loans were 19 
repayable in equal annual instalments of principal and interest over 25 years. On April 1, 20 
1993, New Brunswick Power repaid the full amount of the loans to Atomic Energy 21 
Canada Limited1.  22 

A more unique feature of the Point Lepreau arrangement was that Canada agreed to 23 
make performance loans to New Brunswick Power if the generating station operated 24 
below 75 per cent of capacity. This loan commitment is to a maximum of $49 million in 25 
any one year up to $130 million overall. These loans were to be repaid when the facility 26 
was operating at above 75 per cent capacity.  27 

1 NB Power 1993/1994 Annual Report. 
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HVDC Interconnection with Quebec 1 

Through its agent Northern Canada Power Commission (NCPC), a federal Crown 2 
corporation, the federal government lent money to New Brunswick Power, at federal 3 
Crown corporation rates, to construct the HVDC transmission line from Quebec. The line 4 
was constructed in the early 1970s in conjunction with the world’s largest converter 5 
station on the Eel River (bordering between New Brunswick and Quebec). The converter 6 
was designed to allow the Hydro-Quebec Power Commission and the New Brunswick 7 
Power Commission to exchange large amounts of power. The loans from the federal 8 
government were at rates varying from 4.5% to 8.5% and were to be repaid in equal 9 
principal and interest instalments to the year 2011.  10 

NEWFOUNDLAND 11 

Bay d’Espoir 12 

The first major hydro development on the Island, Bay d’Espoir, was constructed in the 13 
mid-1960s. This project was funded $20 million (out of an estimated $90 million cost) by 14 
the federal government through the Atlantic Development Board.  15 

Roddickton2 16 

In 1981, the Roddickton small-scale hydroelectric generating plant (425 kW) was 17 
officially opened at White Bay, Newfoundland. The $1.2 million plant was largely funded 18 
by the federal government to show the potential of using indigenous energy sources to 19 
displace oil. 20 

MANITOBA 21 

Hydro development on the Nelson River – Initial Investigations 22 

The Federal Government entered into a series of agreements to share equally with both 23 
the government of Manitoba and Manitoba Hydro the cost of investigating the 24 
hydroelectric potential along the Nelson River. Under this arrangement, the Nelson River 25 
Programming Board would be responsible for pre-feasibility support to assess the merits 26 

2 Natural Resources Canada: Canadian Energy Chronology: 
http://www2.nrcan.gc.ca/es/es/EnergyChronology/index_e.cfm, Viewed on May 8, 2007. 
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of and prepare a plan for developing hydro power on the Nelson. The initial study, 1 
conducted between 1963 and 1964 resulted in an in depth feasibility study, completed in 2 
1968. The initial study under the cost-sharing agreement was $1.3 million, and the 3 
subsequent cost for further feasibility studies was an estimated $3 million34. 4 

Nelson River Transmission 5 

In 1966, Manitoba and Canada signed an agreement (Canada-Manitoba Nelson 6 
Transmission Line Agreement) that enabled the development of Manitoba’s hydro 7 
potential on the Nelson River. Canada, through its agent Atomic Energy of Canada, 8 
agreed to build an HVDC transmission line between Nelson River and Winnipeg as well 9 
as the converter stations and the related microwave communication system. Without this 10 
agreement Manitoba Hydro’s next best alternative would have favoured thermal 11 
generation in southern Manitoba.  12 

Atomic Energy of Canada owned the transmission line, and under the agreement it 13 
leased the line to Manitoba Hydro. From 1971, payments to Canada were based on a 14 
share of the revenue from sales of electricity over the line; however, the payments fell far 15 
short of the annual interest payments (interest rate of 5.625 per cent). In 1977 a 16 
repayment schedule was worked out that gradually increased from $2.5 million in 17 
1977/78 to $22.5 million in 1988/89. Any balance remaining at that time was to be 18 
amortized over the next thirty years (to 2018/2019) at the original 5.625 per cent interest 19 
rate. Unpaid interest accrued to capital which increased from an initial sum of 20 
approximately $227 million to approximately $370 million as at 1987. This lease back 21 
arrangement enabled Manitoba Hydro to develop the Kettle Rapids hydroelectric 22 
generating station, which would not have been viable had the HVDC line been 23 
capitalized with the project.  24 

Lease payments for the transmission line were structured to provide economic relief to 25 
ratepayers in the early years of development, with anticipated higher rates during the 26 
later years.  27 

3 Natural Resources Canada: Canadian Energy Chronology: 
http://www2.nrcan.gc.ca/es/es/EnergyChronology/index_e.cfm, Viewed on May 8, 2007.  
4 Manitoba Hydro: A History of Power in Manitoba: 1963. http://www.hydro.mb.ca/corporate/history/history_master.html 
Viewed on June 12, 2007.  
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In 1991-1992, Manitoba Hydro bought-out the lease agreement for $198.1 million, 1 
resulting in lower charges to operations in the future than had they continued with the 2 
arrangement5. 3 

Nelson River Environmental Investigations 4 

Finally, to ensure that social, economic and environmental interests were fully explored 5 
during the development of the Nelson River projects, the federal and Manitoba 6 
governments initiated a $2 million study of the Lake Winnipeg Regulation, Churchill 7 
River Diversion that ultimately led to the Northern Flood Agreement with the affected 8 
northern Manitoba First Nations, and agreements with the cities of Thompson and 9 
Churchill6. 10 

Development of Related Infrastructure 11 

Provincial Highway 280 (from Thompson to Gillam) was built by the Government of 12 
Manitoba to facilitate hydro development on the Nelson River system, as well as provide 13 
year-round road access to the community of Split Lake.  14 

YUKON 15 

Canada Flexible Term Note – Whitehorse Hydro Facility Fourth Wheel 16 

In 1987, ownership of the Northern Canada Power Corporation (NCPC) was transferred 17 
from the Federal Government to the Yukon Energy Corporation (YEC), a wholly owned 18 
subsidiary of the Yukon Development Corporation (YDC). 19 

At the time, one of the utility’s major customers was a lead/zinc mine located at Faro. 20 
This mining operation was recognized as a major risk to the utility operations as the 21 
mine had recently been shut down (1982) due to metal market conditions.  22 

In the mid-1980s, NCPC had developed a fourth turbine at the Whitehorse Hydro facility 23 
(called Whitehorse #4) to increase the installed capacity of the facility from 20 MW to 40 24 
MW. The unit was added to displace diesel generation costs associated with the Faro 25 

5 Manitoba Hydro-Electric Board (1992) 41st Annual Review. 
6 Manitoba Hydro (1996) History and First Order Effects: Split Lake Cree Post Project Environmental Review, Vol 2. 
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Mine; however, the unit was of no value when the Faro mine was closed as the system 1 
had substantial surplus hydro and no export connections to sell the power.  2 

Although the Faro Mine reopened during the period of the negotiations between Canada 3 
and Yukon to buy the NCPC Yukon-based assets, Yukon was reluctant to assume the 4 
full risks associated with Whitehorse #4 given that the mine could close again. The 5 
parties resolved a mechanism for a “Flexible Term Loan” from Canada to Yukon for $40 6 
million. This loan provided that Canada would receive annual principal payments of $1 7 
million and interest of 7% when the unit was fully required (the annual system sales were 8 
above 310 GW.h), and all interest was forgiven and principal deferred when the unit was 9 
not required (system sales below 200 GW.h). In the range of 200 and 310 GW.h, the 10 
interest and principal payments were adjusted on a linear sliding scale. All principal not 11 
paid would be deferred and all interest not paid in any year would be forgiven. As such, 12 
Canada retained all load-related risks associated with the unit. 13 

Mayo-Dawson Transmission Project – Yukon Development Corporation Financing 14 

Yukon Energy developed the Mayo-Dawson transmission line in 2001-2003 to allow 15 
otherwise surplus hydro at Mayo to be used to displace diesel generation at Dawson. 16 
The project received support from the Yukon Development Corporation (a Yukon Crown 17 
Corporation, and the sole shareholder of Yukon Energy) in two ways: 18 

One-time contribution: Yukon Development Corporation (YDC) has provided $5.75 19 
million in non-repayable contributions to Yukon Energy to offset project costs including 20 
$4 million for overall project costs, and $1.75 million for targeted items that could not 21 
otherwise be justified within the scope of the Mayo-Dawson project. YDC has also 22 
provided $50,000 for acquisition of additional land at the Calliston site that is not now 23 
repayable but will become repayable (without interest) should Yukon Energy decide to 24 
relocate the Dawson diesel plant to this location in the future. 25 

Flexible financing: YDC provided $18 million in debt under a new “flexible financing” 26 
plan. Yukon Development receives principal repayments of $450,000 a year (1/40 of the 27 
principal). In addition, Yukon Development receives interest payments that are the lesser 28 
of 6.55% or the maximum Yukon Energy can afford to pay from the diesel savings – with 29 
the net result that the total cost to Yukon Energy for the project will in no year be above 30 
what it would have cost to serve Dawson using diesel generation power.  31 
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