September 17, 2015

Multi-Page™

NL Hydro GRA

Page 1 Page 3
1 SEPTEMBER 17, 2015 1 3B.
2 (9:12am.) 2 CHAIRMAN:
3 CHAIRMAN: 3 Q. Okay. So, | guess, we're back to Mr. O’ Brien.
4 Q. Good morning. Before wego tothe cross- 4 Isthere any other mattersof a procedural
5 examination, | have to ask Hydro what progress 5 nature before we proceed?
6 they’ve made with yesterday’s matters that 6 MR.O'BRIEN:
7 arose. 7 Q. | havenothing else at thistime.
8 MR. YOUNG: 8 CHAIRMAN:
9 Q. Thank you, Mr. Chairman. We can report that 9 Q. Okay, | think we're back to you, sir. You're
10 we'reworking on it. I'm afraid we don’t have 10 finished?
11 afull answer yet today and we're dealing with 11 MR. O'BRIEN:
12 the consultants and discussing it internally 12 Q. I'mfinished.
13 aso. | will say this, though, and it's 13 CHAIRMAN:
14 unfortunate, this hits us kind of flat-footed, 14 Q. Okay, soMr. Johnson is next.
15 the question was asked, | think, about 15 MR. MICHAEL ROBERTS - CROSS-EXAMINATION BY JOHNSON, Q.C.:
16 eighteen months ago, we didn’t get a specific 16 MR. GERARD MCDONALD - CROSS-EXAMINATION BY JOHNSON, Q.C:
17 indication from any of the parties that the 17 JOHNSON, QC:
18 answer we gave was insufficient since then. 18 Q. Mr.McDonald, and Mr. Roberts, | guess!’ll
19 Had we received one, wewould havebeen a 19 just start out first, Mr. Chair, and
20 little bit more able to discuss it in afull 20 Commissioners, where that undertaking on
21 way today. We apologize for that, however, 21 Mercer'sisup in the air, | expect that I'll
22 those are the circumstances. Thereis an RFI 22 get through what | had planned to get through
23 which discusses our flow of information with 23 today, but | might need leave of the panel to
24 one of the providers of informationin the 24 come back to deal with the Mercer in more
25 response and there’sa letter on record on 25 detail, depending upon what’s filed and how
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1 that, so that’s where we find ourselves today, 1 that’ s dealt with.
2 we're working through it. We do expect to be 2 (9:15am.)
3 ableto provide abetter response obviously 3 MR. YOUNG:
4 than today and something with real data, 4 Q. Mr.Chair, | don't see a problem with that and
5 however, we have to discuss this to determine 5 | would extend the sameto Mr. O’'Brien. It
6 the rights of the parties providing it and see 6 was under his cross-examination that it arose.
7 if wecan wrestle this tothe ground as 7 If there’' s something specific that arises from
8 quickly aswe can. 8 the undertaking once the parties have it, and
9 CHAIRMAN: 9 particularly if the panel is still on the
10 Q. Okay. 10 stand, | expect it will be, you know, | think
11 MR. YOUNG: 11 that shouldn’t be a problem.
12 Q. Wealso have one other preliminary matter, Mr. 12 JOHNSON, Q.C::
13 Chair, that I'll ask Ms. Pennell to speak to. 13 Q. Okay, thank you very much. Mr. McDonald, Mr.
14 MS. PENNELL: 14 Raoberts, good morning to you both, sirs.
15 Q. Good morning, Mr Chair, and Commissioners. 15 MR. ROBERTS:
16 Y esterday it came up asto whether or not we 16  A. Good morning.
17 have provided the incentive payouts for 2014 17 MR. MCDONALD:
18 that occurred in 2015, and we just wanted to 18 A. Good morning.
19 clarify that that actually has occurred for 19 JOHNSON, Q.C::
20 the Hydro personnel and the Hydro leadership 20 Q. I'dliketo start off on afoundational type
21 team in Undertaking 3B, but when we were 21 document and that is the puB-229 which
22 looking at thisto confirm that we provided, 22 providesthe job description of thevp of
23 we noticed that we missed two footnotes, so | 23 Human Resources and Organizational
24 do have a dlight revision with the addition of 24 Effectiveness, and Attachment 1, page 12, in
25 two footnotes to the front page of Undertaking 25 particular. Thiswastouched on yesterday,

Discoveries Unlimited Inc., Ph: (709)437-5028

Page 1 - Page 4




September 17, 2015

Multi-Page™

NL Hydro GRA

Page 5 Page 7
1 but | want to revisit it for a few minutes. 1 McDonald, to thetranscript of yesterday at
2 You'll note in the summary of the job function 2 page 58. Inreply to Mr. O’ Brien, you say, "l
3 of thisVice President position that it states 3 amthe- so | provide support. You've heard
4 that, "The Vice President of Human Resources 4 me use that term a lot, support and
5 and Organizational Effectiveness is 5 facilitation and coordination and assistance”.
6 accountable to the President and ceo for 6 You goon to say, "I mean,| have that
7 providing", and I’m going to put some emphasis 7 functional accountability to be able to
8 on this, "executive level leadership and 8 provide that expertise and give guidance and
9 direction with Nalcor and across all Nalcor 9 make suggestions’. Yougoonto say, "It's
10 lines of businessin the functional areas of 10 with our lines of business and operationsto
11 safety and health, environmental services, 11 executive". Thenyou say, "So inaway, I'm
12 human resources’, and particularly refer to 12 an internal consultant in those areas of
13 human resources in this context, "labour 13 organizational effectiveness, and so to that
14 relationsand organizational effectiveness’, 14 extent, you know, | play a role". Do you
15 and then, gentlemen, | want go further to one 15 recall saying that, Mr. McDonald, yesterday?
16 of the key responsibility areas being human 16 MR. MCDONALD:
17 resources. If wecould scroll down alittle 17 A. Yes, | do.
18 bit further, and again, gentlemen, we see the 18 JOHNSON, Q.C.:
19 theme of leadership being captured in that 19 Q. Now Mr. McDonald, | guess, I'll put it to you
20 bullet point on human resources. It speaksin 20 that whether you see your encapsulation - you
21 terms of aresponsibility to provide "senior 21 call yourself at one point there an internal
22 strategic leadership to the Nalcor Group of 22 consultant.  You use terms such as
23 Companies in all areas related to the 23 "facilitate", "coordinate”, "assist", whereas
24 management and development of the company’s |24 your formal description speaks interms of
25 human capital, leads the development, 25 leadership, direction, and I'm trying to
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1 implementation and continuous improvement of | 1 square the two, Mr. McDonald, interms of
2 best practices with the objective of enabling 2 whether - doesit not seem inconsistent to
3 a highly engaged, skilled, and committed work 3 tell usin practice that this is how you see
4 force". Now | trust that there is absolutely 4 your role, but your written roleisfar more
5 no debate that that is, infact, what your 5 direct in termsof the leadership that’s
6 rolesarewithin Nalcor. You don't quibble 6 required of you. Can you comment on that?
7 with that, that description is accurate? 7 MR. MCDONALD:
8 MR. MCDONALD: 8 A. | don't seeany conflict or disconnect between
9 A. Yes, correct. 9 the two, so I'll start with the role
10 JOHNSON, Q.C.: 10 description and the references you highlighted
11 Q. Okay, and we see theterm "organizational 11 asyou were reading through. Therole at a
12 effectiveness’, and | take it you would agree 12 high level, generally speaking, is accountable
13 that organizational effectiveness and your 13 to the ceo for strategic leadership and
14 responsibilitiesin relation to it isintegral 14 direction. | see no disconnect between
15 to your role? 15 saying, you know, | provide strategic
16 MR. MCDONALD: 16 leadership to the organization and its various
17 A. It'spart of therole, correct. 17 lines of business in the area or
18 JOHNSON, Q.C.: 18 organizational effectiveness, and the words |
19 Q. Right, and part of the role and indeed in your 19 used yesterday totry and describe my role
20 very title? 20 generally around, you know - with afocus on
21 MR. MCDONALD: 21 the effectiveness of people and processesin
22 A. Yes 22 our organization. To the extent that the role
23 JOHNSON, Q.C.: 23 description refers to direction, that refers,
24 Q. Now if I could ask you to turn, and 24 in my view, more directly to the way in which
25 particularly this relates to you, Mr. 25 | direct my division in fulfilling its
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1 function within Nalcor and providing those 1 A Sol'mgoing to start to repeat myself, but
2 services, we and othersright across Nalcor 2 I'll say again, there's total clarity around
3 and itslines of business. | guess, the 3 the accountability of our operations and lines
4 starting point, the only final comment I'll 4 of business for executing their work plans and
5 make, and | think thiswas implicitin my 5 their operations. They rely on our functional
6 comments yesterday, is that the starting 6 OE and others inside the company for the
7 point, it's with operations, it's with 7 necessary guidance and assistance, standards,
8 Newfoundland and Labrador Hydro and our other 8 policies, and so on to help them do that. You
9 lines of business. We have the accountability 9 know, in answer to a question from Mr. O’ Brien
10 for executing their operations, and that was 10 yesterday, I’ m not accountable for operations.
11 the meaning of my referenceto execution. 11 JOHNSON, Q.C.:
12 There’ s no question that thereis - there’ s no 12 Q. No, you indicated that. You discussed
13 lack of clarity around therole and mandate 13 yesterday abit briefly on page 55 with Mr.
14 and operations, Hydro, and any of the others 14 O'Brien the concept of organizational
15 for executing their businesses. They rely on 15 effectiveness, and Mr. O’ Brien said to you at
16 usfor organizational effectiveness support 16 the bottom of page 55, "Okay, let me ask you,
17 around people and process effectiveness, and 17 organizational effectiveness, what does that
18 Mikeand I, and othersin the organization, 18 mean? It's something I’ m not overly familiar
19 bring askillset to the organization that 19 with and perhaps you can explain it to me what
20 assistsin that. 20 organizational effectiveness means', and, Mr.
21 JOHNSON, Q.C.: 21 McDonald, you went on to say, "In a nutshell,
22 Q. Didyou justsay that you saw aleadership 22 it'sabout, you know, thingsthat relateto
23 rolewithin your division, did you seem to 23 the effectiveness of people and teams in an
24 draw a distinction between what your role was 24 organization and the processes they use to get
25 in your division versus across lines? 25 work done", right. Do you recall that from
Page 10 Page 12
1 MR. MCDONALD: 1 yesterday?
2 A, Wadl, you know, as the Vice President 2 MR. MCDONALD:
3 accountable Vice President, | guess, you could 3 A. Uh-hm.
4 describe it two ways. One is that 4 JOHNSON, Q.C.:
5 accountability for strategic leadership in the 5 Q. Now you goto say, "It's about business
6 various areas in my domain, across Nalcor and 6 processes in the organization and their
7 its lines of business, but I’m accountable as 7 effectiveness’. Now Mr. McDonad, would
8 the vPas well for the operation and execution 8 organizational effectiveness, wouldn't that
9 of work inssdemy division and making sure 9 a so involve making the optimal use of people
10 that our work plans and human resources and 10 within an organization?
11 organizational effectiveness, and safety and 11 MR. MCDONALD:
12 health, and environment, are carried out 12 A. | think it would, yes.
13 according to our plan. 13 JOHNSON, Q.C.:
14 JOHNSON, Q.C.: 14 Q. Yes, and you have an organizationa
15 Q. But, | guess, Mr. McDonald, thereason I'm 15 effectiveness role throughout the Nalcor
16 having some struggling with thisis | would 16 Group, as we've seen in your job description?
17 not have thought someone vested with executive |17 MR. MCDONALD:
18 level leadership and direction 18 A. Asl'veexplainedit, yes.
19 responsibilitieswould categorize themselves 19 JOHNSON, Q.C.:
20 as an interna consultant, afacilitator, an 20 Q. That'sright, and would you also agree, Mr.
21 assister. | would have thought you'd 21 McDonald, that organizational effectiveness
22 characterize yourself when you were talking to 22 hasto dowith havingthe right number of
23 Mr. O’ Brien yesterday as aleader, a director 23 people doing thejob? Isn't that one of the
24 in these areas, not a consultant? 24 things at the heart of organizational
25 MR. MCDONALD: 25 effectiveness?
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1 MR. MCDONALD: 1 operations. What we were discussing
2 A That is certainly one indicator of an 2 yesterday, if | recall correctly, was in
3 organization’s effectiveness, yes. 3 reference to aschedule that was showing
4 JOHNSON, Q.C.: 4 growth inthe cost of salariesand wagesin
5 Q. Now, Mr. McDondld, inlight of that, what 5 Hydro, and the point we were discussing was
6 you've told us yesterday with organizational 6 the distinction between that was being driven
7 effectiveness includes, and what you’'ve said 7 by two components of cost; one was the growth
8 thismorning it also includes, | was struck by 8 in the number of FTES that were being
9 your answer yesterday when Mr. O'Brien was 9 utilized, driven by operations, and the other
10 asking you about FTE growth within Hydro, that |10 component of that wasbeing driven by the
11 when you testified that you did not consider 11 escalation in the cost of salariesand the
12 FTE growth "your accountability”. Do you 12 amount that people were being paid. So what |
13 recall that? 13 was explaining was, yes, we have an
14 MR. MCDONALD: 14 accountability, we influence and shape what
15  A. Something generally along those terms, yes. 15 happens from an escalation standpoint,
16 JOHNSON, Q.C.: 16 obvioudly, in terms of what people are paid.
17 Q. Wdl, perhapswhat we could do isgo to page 17 FTE determinations are made by operations
18 150 of the transcript justto make sure. 18 based on their best assessment, soby Mr.
19 Toward the end of the bottom of page 150, Mr. 19 Henderson and his operations leaders based on
20 O'Brien isleading up to the question and he's 20 their assessment of what their requirements
21 saying, "Okay, interms of - we talked about 21 are relative to their work plan.
22 the salaries going up 43 percent over time. 22 JOHNSON, Q.C.:
23 How much of that are you responsible for in 23 Q. Andthat’'s precisely what | thought you said,
24 terms of sponsoring these costs here that are 24 frankly.
25 on therecord? Isit just the actual figures 25 MR. MCDONALD:
Page 14 Page 16
1 or the salaries, or does that cross over into 1 A Yes
2 total amount of the salarieslike the FTES, 2 JOHNSON, Q.C.:
3 number of people that are required, that kind 3 Q ButwhatI'm gettingatis, | thought we've
4 of thing, or are you just responsible for the 4 established that organizationa effectiveness,
5 number that each individual is paid? I'm 5 as you admitted this morning, involves making
6 trying to get anideaasto”, and you said, 6 the optimal use of people in the organization.
7 "Y eah, wewouldn’t. To the extent that those 7 You've also said that it has to do with having
8 numbers are driven or any numbers you look at 8 the right number of people do thejob. Do you
9 aredriven by the requirement for new FTES, 9 remember saying that afew moments ago?
10 that wouldn’t be our accountability”. So 10 MR. MCDONALD:
11 that’ s your position on FTE growth, that’s not 11 A. Yes
12 your accountability, right? 12 JOHNSON, Q.C.:
13 (9:30am.) 13 Q. Andhow isit thenthat you canthen turn
14 MR. MCDONALD: 14 around and say, yes, but when it comesto FTE
15  A. | think the fullest context of the answer | 15 growth in the company, boy, don’t look to us,
16 have yesterday, and I’'m sure | said it, if not 16 we' re not accountable for that?
17 here, somewhere else, the accountability for 17 MR. MCDONALD:
18 determining resourcing requirements in 18 A. So another answer | gave Mr. O'Brien
19 operations, what it's going to require in 19 yesterday, | can’'t remember his question, |
20 terms of the peopleto execute the work plan 20 think he may have asked me a question about
21 that the operations are planning is the 21 productivity factor, and | explained to him
22 responsibility of operations. So we're not 22 that we don’t have a productivity factor per
23 directing operations with respect to their 23 se, but | said what we do do aternatively,
24 resourcing levels. That’s best determined, 24 whichinmy view has more value attached to
25 obviously, by the people who are executing the |25 it, is that we look for, identify, and
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1 optimize opportunities for maximizing the use 1 what I’ m trying to point out is that it’s not
2 of resources in the organization, and | 2 my exclusive accountability.  These
3 remember moving on then to provide threeor 3 initiatives were obviously identified and then
4 four examples of how we' ve done that over the 4 work done and implemented in collaboration
5 past number of years, and these are examples, 5 with operations. Any one of those examples
6 | think, of things we' ve done that have had a 6 would have been the case.
7 material impact on the utilization of people 7 JOHNSON, Q.C.:
8 resources in our organization. | started with 8 Q. Okay, now you've put ancther glosson it.
9 thework that was donein 2008 around our 9 Y esterday you were saying that FTE growth was
10 shared service model. Aswe were beginning to 10 not your accountability. Now just asecond
11 grow as an organization, I'mtalking about 11 ago you indicated that it’ s not your exclusive
12 Nalcor, but Hydroisa central part of that, 12 accountability. So you do have some
13 so alot of work went into figuring out how we 13 accountability in FTE growth?
14 could optimize available resources in our 14 MR. MCDONALD:
15 organization through the use of a shared 15 . | wasn't referring to FTE growth when | used
16 serviced model. | went on to talk about the 16 that term a moment ago. | was using that term
17 work that we did in 2009/2010 around asset 17 to refer tothe variousinitiatives| just
18 management, and how we restructured the 18 talked about a moment ago.
19 various parts of our organization, including 19 JOHNSON, Q.C.:
20 TRO, in particular, and the parallel work we 20 Q. Okay. So thoseinitiativesthat you talked
21 did around a complete review and 21 about that you were involved in, that had to
22 reorganization of our Engineering Services 22 do with having the right number of people do
23 Division, now called PETS, and as examples of 23 the job?
24 how we've donethat over aperiod of time. 24 MR. MCDONALD:
25 We'rebusy right now aswe speak ng 25 A. Well, that was certainly akey consideration
Page 18 Page 20
1 what our future structure should be for long 1 when we were looking at how we should best
2 term electricity operations. We put the same 2 organize ourselves around ashared services
3 thoughtful processinto it there. Sothat's 3 model or our asset management framework, or
4 what | wastrying to explain - that’s how, | 4 project execution and technical services
5 think, in HR/OE we're best positioned to aid 5 delivery inside the organization, absolutely.
6 the organization. 6 | mean, that would have been a key
7 JOHNSON, Q.C.: 7 consideration as one of the guiding principles
8 Q. Soit soundsto methat you are, in fact, 8 we would have been using at the time.
9 taking accountability for FTE growth because 9 JOHNSON, Q.C.:
10 you're giving me a litany of things that 10 Q. Socan you just explain for me- maybel’'m
11 you'retaking credit for as influencing FTE 11 stunned or something, that's possible. What
12 growth, are you not? 12 exactly did you mean yesterday when you said
13 MR. MCDONALD: 13 we don’t take accountability for FTE growth?
14 A. I'm nottaking - I'll take creditto the 14 MR. MCDONALD:
15 extent that | wasinvolved in that process, 15 A. Soldon't think | can beany clearer. My
16 but obviously these weredone ina highly 16 answer earlier and yesterday was that
17 collaborative fashion with operations. 17 operations determine their resourcing
18 JOHNSON, Q.C.: 18 requirements based on their assessment of
19 Q. Don't focuson the part about you taking 19 their needs relative to their priorities and
20 credit, focus on the part about the litany of 20 operations and requirements. Then we assist
21 examples, Mr. McDonald, that you're givingme |21 in other ways, but we're not accountable for
22 as evidencing an influence over FTES? 22 determining resourcing requirements in
23 MR. MCDONALD: 23 operations. We can assist and support by
24 A. I’'mjust talking about the term that you used 24 providing them with dataand informationin
25 to describe my accountability, and, | guess, 25 terms of forecast retirements, things of that
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1 nature, but they determine their operations
2 requirements.
3 JOHNSON, Q.C.:
4 Q. Butaren't youfolksthere- | mean, we talked
5 about one of the key responsibility areas,
6 leading the development, implementation of
7 best practices, for instance, and continuous
8 improvement. | mean, wouldn't that be part of
9 your roleisto delveinto the practices that
10 areused intermsof, you know, ways to be
11 smarter about the number of people used to do
12 the task, like, Newfoundland Power has
13 indicated, doing more with the same people,
14 more with less people, etc, wouldn’t that be
15 part of it, that fits squarely within your
16 leadership role?
17 MR. MCDONALD:
18 A. And that's the expertise and skillset, |
19 guess, we would have brought to the table when
20 we were involved in projects like determining
21 shared services model for providing services
22 to Hydro andto our variousother lines of
23 business.

24 JOHNSON, Q.C.:

Page 23
1 better.
2 JOHNSON, Q.C.:
3 Q. Butwhy haven'tyou looked at productivity

4 measures and see what can be learned from that
5 exercise?
6 MR. MCDONALD:
7 A. The answer iswe've put the priority on
8 identifying opportunities as we' ve grown and
9 changed to be as efficient as we can.
10 JOHNSON, Q.C.:
11 Q. Doyou haveany experiencein assessing or
12 studying productivity, and I'll ask thisto
13 both of you gentlemen on the panel ?

14 MR. MCDONALD:

15 A. Your question again? |I'm sorry.

16 JOHNSON, Q.C.:

17 Q. Doyou haveany experience or knowledge in
18 terms of coming up with productivity

19 measurements per se?

20 MR. MCDONALD:

21 A. Not prese. The experience would be more on
22 performance and measuring performance
23 outcomes.

24 JOHNSON, Q.C.:

25 Q. Butyouindicatein your answer a question ago 25 Q. Mr.McDonald, | believe you said yesterday
Page 22 Page 24
1 on the topic of productivity, there’'s no 1 that your managers don't report to Rob
2 measure of productivity as such, isit? 2 Henderson, the Vice President of Hydro, they
3 MR. MCDONALD: 3 just report up through to the vPof Human
4 A. That'scorrect. 4 Resources and Organizational Effectiveness,
5 JOHNSON, Q.C.: 5 right?
6 Q. Well, why aren't you measuring? 6 MR. MCDONALD:
7 MR. MCDONALD: 7 A. That'sright.
8 A. Again | can only give theanswer | gave 8 JOHNSON, Q.C.:
9 yesterday. | was asked by Mr. O’ Brien whether 9 Q. Andcouldl bring youto what Mr. Martin had
10 we had a productivity factor. We have found 10 to say on September 14th at page 126.
11 more value as we have evolved and grownand |11 MR. MCDONALD:
12 changed over the past number of years in 12 A. Didyou say 1267
13 making sure we're focused on identifying 13 JOHNSON, Q.C.:
14 opportunities for optimizing inside our lines 14 Q. Yes, dir. Atthetime he was being examined
15 of business and inside Hydro. So again| go 15 by Board Hearing Counsel, Ms. Greene, and Mr.
16 back to the examples| provided earlier and 16 Martin stated at page 126 at line 16, "The
17 there are others as well. 17 structure of that iseach of the functional
18 JOHNSON, Q.C.: 18 Vice Presidents would have assigned, you know,
19 Q. Haveyou put any effort into trying to study 19 avery senior person to represent them and
20 and determine productivity through the Nalcor 20 reporting to Mr. Henderson to handle the
21 lines of business, including Nalcor - or 21 Newfoundland and Labrador Hydro business, so
22 including Hydro, pardon me? 22 Mr. Henderson would have a senior financial
23 MR. MCDONALD: 23 person reporting to him who would also have a
24 A. Not specifically that | canrecall. The same 24 reporting relationship to the crFo. That’ s the
25 answer, we focused on opportunitiesto get 25 nature of amatrix". Now while he’' sreferring
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1 thereto a finance person, | think the same 1 I’ve missed this, is there anybody reporting
2 thing would go across those functional lines, 2 on human relations?
3 for instance, into-1 took it, into Human 3 MR. MCDONALD:
4 Resources and Organizational Development as 4 A Yes
5 well. Canyou tell usif thereis asenior 5 JOHNSON, Q.C.:
6 person who reports to Mr. Henderson from your 6 Q. Human resources.
7 division? 7 MR. MCDONALD:
8 MR. MCDONALD: 8 A. Yes
9 A. | thinkl indicated yesterday that inside 9 JOHNSON, Q.C.:
10 Human Resources, for example, thereis a Human 10 Q. Now when yousay reporting, what does that
11 Resources and Labour Relations Advisor that 11 mean? Does that mean that they take
12 reportsto Mr. Henderson on adotted line 12 instructions from Mr. Henderson?
13 basisin safety and health. Thereis a person 13 MR. MCDONALD:
14 who has a dedicated focus on the electricity 14 A. No, | wouldn't - as| explained to Mr. O’ Brien
15 business as well for safety who works with Mr. 15 yesterday, in both of those cases those
16 Henderson. | described that yesterday when | 16 positions were established specifically for
17 was responding to aquestion by Mr. O’Brien, 17 the purpose of making sure there was a
18 that the answer | gave to the specific 18 dedicated interface with Newfoundland and
19 question is that those managers don't report 19 Labrador Hydro in matters of safety and
20 to Mr. Henderson, but they would have people 20 health, and on human resources and labour
21 in their subordinate organizations who 21 relations, and they provide supportto Mr.
22 obviously work very closely with Newfoundland 22 Henderson. They also work, obviously, with
23 and Labrador Hydro in this particular case. 23 people in both of those areas that arein Mr.
24 JOHNSON, Q.C.: 24 Henderson’ s organization. So take the area of
25 Q. Youreferred to reporting to Mr. Henderson in 25 safety and health asan example, there would
Page 26 Page 28
1 relation to safety and health, and just to 1 be safety and health people resources inside
2 back up for amoment because as | understand 2 Newfoundland and Labrador Hydro in operations
3 from the way your division is structured, you 3 that these people work with aswell, so they
4 have safety and health? 4 fulfil both roles.
5 MR. MCDONALD: 5 JOHNSON, Q.C.:
6 A. Yes. 6 Q. Mr.Roberts, if | could just direct a matter
7 JOHNSON, Q.C.: 7 to you for amoment, yesterday you indicated
8 Q. Then the middle section we'll call 8 that there was an annual process of setting
9 environment, right? 9 targets, objectives, and initiatives in line
10 MR. MCDONALD: 10 with Nalcor’'sfive corporate goals. Do you
11 A. Right. 11 recall saying that?
12 JOHNSON, Q.C.: 12 MR. ROBERTS:
13 Q. And thethird section, and we saw the bubble, 13  A. Yes, | do.
14 so we'll have to go back there for that, human 14 JOHNSON, Q.C.:
15 resources and that type of thing? 15 Q. Andthen you said, flowing out of that, we
16 MR. MCDONALD: 16 create a specific divisional plan to focus on
17 A. Labour relations. 17 in support of the corporate plan?
18 JOHNSON, Q.C.: 18 MR. ROBERTS:
19 Q. So you've indicated that there's someone 19 A. That'scorrect.
20 reporting in terms of safety and hedlth, is 20 JOHNSON, Q.C.:
21 that right? 21 Q. Okay, and so these are annual processes?
22 MR. MCDONALD: 22 MR. ROBERTS:
23 A. Yes 23 A. That'scorrect.
24 JOHNSON, Q.C.: 24 JOHNSON, Q.C.:
25 Q. Isthereanybody reporting, and forgive me if 25 Q. Okay, couldyou - 1'd ask for an undertaking
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Page 29

on thisfor us tobe provided by way of
undertaking for 2013, 2014, and 2015 two

1

Page 31

A. Yeah, and | - go ahead.

2 JOHNSON, Q.C.:

1
2
3 things, first, thetargets, objectives, and 3 Q. AndI'mwondering what was going on - can you
4 initiatives for those years,; secondly, the 4 recall what was going onin each of those
5 specific divisional plan for each of those 5 years that wasamajor focus of you, because
6 years. Would that be possible? 6 we see ared drop off, don’t we, you know, in
7 MR. ROBERTS: 7 those years, it’ s precipitous.
8 A. Yes | don't have aproblem with that. 8 MR. MCDONALD:
9 JOHNSON, Q.C.: 9 A. No, I can’t honestly recall what might have
10 Q. Allright. 10 been going on back then, but, 1 mean, to put
11 (9:45am.) 11 context around it which | tried to do
12 MS. GLYNN: 12 yesterday in explaining the evolution of that
13 Q. WEll note that on the record as an 13 tothat level in 2012 and 2013, what | did
14 undertaking. 14 explainwas that in 2008, 2009, and 2010,
15 JOHNSON, Q.C.: 15 there were particular reasons that drove that
16 Q. Thank you. I'dlike to refer now, Mr. 16 level of charging to Hydro. In 2008 and 2007,
17 McDonald, to some questionsregarding time 17 for that matter, therewould have been alot
18 spent in the service of Hydro, and for that, 18 of work done by me in the early years that was
19 if 1 could ask you to turn to PUB-228, 19 specifically related to Hydro. | found myself
20 Revision 4, and Attachment 1, page 1 of 1. 20 in the position of having to work actively and
21 Thiswas reviewed to some degree yesterday, of |21 directly with Hydro on various initiatives
22 course, and aswasdiscussed yesterday, the 22 they were involved in at the time. In 2009 and
23 amount of hours charged in by the vP Human 23 2010, in particular, a considerable amount of
24 Resources, 1301in’08, 1162 in'09, 1165in 24 work was done specifically affecting Hydro
25 2010, 996in '11, 392 in 2012, 302 in 2013. 25 related to asset management and the
Page 30 Page 32
1 Now the question | have that arises from my 1 reorganization that we were working on inside
2 review of your testimony is in 2012 and 2013 2 Engineering Services, so | tried to explain
3 whereyou had charged in 392 and 302 hours 3 yesterday that that was the backdrop, and the
4 respectively, what wereyou doing in those 4 combination of those two things, | think,
5 years, who wereyou doing work for besides 5 contributed significantly to the numbers that
6 Hydro, what was taking up your time in those 6 you'reseeing in theearlier years, as it
7 years? 7 should have. | think as thosethings got
8 MR. MCDONALD: 8 behind us, it came down to alevel, | think,
9 A. Wadll, the balance of the timethat was not 9 probably you' d expect to see.
10 charged to Hydro would have been charged for |10 JOHNSON, Q.C.:
11 work that | was either doing for al lines of 11 Q. Wdl, Mr. McDonald, before you were the vP of
12 business in my capacity as Vice President, all 12 Human Resources and Organizationa
13 the lines | was explaining yesterday, or for 13 Effectiveness with Nalcor, you had that role
14 work | might have been specifically doing for 14 solely for Hydro, right?
15 our other lines of businessthat would have 15 MR. MCDONALD:
16 been charged off to those lines of business. 16 A. Yes, that'scorrect.
17 S0, | mean, | don’'t know right now, but that 17 JOHNSON, Q.C.:
18 would have been work potentially for CF(L)co, 18 Q. How many hoursin the run of ayear would be a
19 for Oil and Gas, and - 19 full year? 1 mean, we see 1300 hoursin’08,
20 JOHNSON, Q.C.: 20 but what would be afull number of hoursif
21 Q. Waell, I guess, telling methat anything not 21 everything was tracked and charged?
22 reflected in your 300 hoursis either for all 22 MR. MCDONALD:
23 lines or other specific linesis pretty broad 23 A. 1950, if | remember correctly.
24 and general? 24 JOHNSON, Q.C.:
25 MR. MCDONALD: 25 Q. 1950. So in those years, you would be devoting
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1 1950 hours to solely directing and leading 1 JOHNSON, Q.C.:
2 Hydro in relationto Human Resources and 2 Q. 2015, okay, and so around 2013, do you know
3 Organizational Effectiveness, isthat right? 3 what that number would approximate?
4 MR. MCDONALD: 4 MR. MCDONALD:
5 A. That'scorrect. 5 A. 864
6 JOHNSON, Q.C.: 6 JOHNSON, Q.C.:
7 Q. AndHydrointermsof - let'sleave FTES out 7 Q. Now put thisin perspective with the number of
8 of it for asecond. Let’stalk about people. 8 other - you’ve said Hydro predominatesin the
9 How many people did Hydro haveinthosedays | 9 numbers, | take it, in terms of employees, is
10 in’'06, '07? 10 that right, intermsof the other lines of
11 MR. MCDONALD: 11 business?
12 A. I'd beguessing here, | don’t know exactly the 12 MR. MCDONALD:
13 numbers, | can provideit to youif it's 13 A. Yes
14 important. 14 JOHNSON, Q.C.:
15 JOHNSON, Q.C.: 15 Q. Sowhat would we be talking about in the other
16 Q. If youwant toundertaketo provide '06 and 16 lines of business?
17 07 number of employeesin Hydro, that will be |17 MR. MCDONALD:
18 fine. 18 A. Inwhat years?
19 MR. MCDONALD: 19 JOHNSON, Q.C.:
20 A. Absolutely. 20 Q. Well, say, now, let’s start with 2015?
21 MS. GLYNN: 21 MR. MCDONALD:
22 Q. Noted on the record. 22 A. Honestly, | think, Mike might have abetter
23 JOHNSON, Q.C.: 23 command of that number than | would.
24 Q. Okay, but do you have an approximation asyou |24 JOHNSON, Q.C.:
25 sit there? 25 Q. Sure, that'sfair.
Page 34 Page 36
1 MR. MCDONALD: 1 MR. ROBERTS:
2 A. My approximation would be somewhere between 2 A. Yes, anything | provide would be rough
3 800 and 825. 3 estimation. | think Churchill Falls would
4 JOHNSON, Q.C.: 4 have roughly 300/350 people, depending on the
5 Q. Right, and now aswe sit here, about how many 5 season. Obviously, there would be more people
6 employeesin Hydro today? 6 there intemporary labour during seasonal
7 MR. MCDONALD: 7 peaks when we're doing our maintenance. 1'm
8 A. Mike, canyou help me with that? 8 guessing 300 to 350 at any given time would be
9 MR. ROBERTS: 9 arough estimation. Oil and Gas, I'm thinking
10 A. |thinkit'sin one of the RFIS that answered 10 there’'saround 40to 50 perhapsin Oil and
11 that question. | recall reviewing one of the 11 Gas. Again | stipulate thisis rough numbers.
12 RFIs that state the number of FTEs inside of 12 That number might be alittle lower than that.
13 Hydro. Isit possible that someone can bring 13 Energy Marketing, I’m not 100 percent sure
14 that up? 14 there either. I'm thinking 30 to 40 as well.
15 JOHNSON, Q.C.: 15 MR. MCDONALD:
16 Q. | wasjust talking about people, positions. 16 A. They'reincluded inside Hydro.
17 MR.MCDONALD: 17 MR. ROBERTS:
18 A. I'mlooking at atablethat was suppliedin 18 A. Oh, sorry, they’reinside Hydro, sorry. Lower
19 response to 1C-NLH-006, Revision 1, and the 19 Churchill Project, | think there's probably a
20 number I’m looking at is a budgeted home based 20 couple of hundred people that are staff
21 FTE for Hydro of 943. 21 positions. Obviously, there’'sa lot more on
22 JOHNSON, Q.C.: 22 the Lower Churchill Project, but | think
23 Q. What year was that? 23 there' s a couple hundred there. Then there's
24 MR. MCDONALD: 24 Nal cor, which would make up, | guess, the rest
25 A. 2015. 25 if I've covered all thelinesof business.
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1 There's roughly between 1400 and 1500 1 getting when you were standalone, | put to
2 employees of Nalcor, and| say that range 2 you?
3 because again it varies based on temporary 3 MR. MCDONALD:
4 labour during the peak seasonswhen we're 4 A. Thepoint of clarification, sowhen| said
5 doing alot of maintenance especialy inside 5 1950 hours, | thought the question | was
6 the utilities. 6 answering was what isthe total number of
7 JOHNSON, Q.C.: 7 hoursin ayear that | would be charging. |
8 Q. So1400to 1500. Back in 2012, 2013, would 8 didn’t say that | would have charged, and |
9 that be about the same amount of numbers we'd 9 don’'t know actually what hours| would have
10 be talking about? 10 charged in 2007 and 2006 without checking, but
11 MR. ROBERTS: 11 | didn’t mean to indicate | charged 1950 hours
12 A. Yeah,| don't think there would have been 12 to Hydro.
13 tremendous growth from 2012, 2013, from now in 13 JOHNSON, Q.C.:
14 some of those other subsidiaries. 14 Q. Soaportion of those hourswould have been
15 JOHNSON, Q.C.: 15 charged to CF(L)Co, is that what you're
16 Q. And- 16 saying?
17 MR.ROBERTS: 17 MR. MCDONALD:
18 A. Notthat | canrecal, but again | caveat that 18 A. Yes.
19 I’m going purely by memory. 19 JOHNSON, Q.C.:
20 MR. MCDONALD: 20 Q. Well, could you determine for usfor those
21  A. Exceptfor the growth in Hydro that | would 21 years what you charged into CF(L)co for those
22 have indicated using those numbers | gave you 22 two years?
23 amoment ago. 23 MR. MCDONALD:
24 JOHNSON, Q.C.: 24 . I'm surewe could. It should beon our
25 Q. Yes, | understand, but back when you were just 25 system.
Page 38 Page 40
1 doing thisrole for Hydro proper, we'll say, 1 JOHNSON, Q.C.:
2 did I understand that you were aso looking 2 Q. Okay, and therest of the1900 hours, that
3 after cr(L)co aswell, though? 3 would befor Hydro, correct, the balance?
4 MR. MCDONALD: 4 Once you deduct the CF(L)Co, therest of it
5 A. That'scorrect, yes. 5 would be Hydro, isthat what we can assume?
6 JOHNSON, Q.C.: 6 MR. MCDONALD:
7 Q. Okay, sothey were already there with you? 7 A. Andwhich years are you speaking of again?
8 MR. MCDONALD: 8 JOHNSON, Q.C.:
9 A. Yes 9 Q. 2006, 2007.
10 JOHNSON, Q.C.: 10 MR. MCDONALD:
11 Q. Okay. | guess, I'll haveto ask you the 11 A. Certainly in’06. In’07, 1'm just trying to
12 obvious question, it seems obviousto me, 12 think back now in terms of what was happening
13 anyway, and that isif back in’06, it was 13 in our organization in those years, 2006,
14 requiring a dedication of 1600/1700 hours to 14 2007. | think - those two years?
15 carry out thisrole, whatever it wasback in 15 JOHNSON, Q.C.:
16 '06, | think you said what it was for the full 16 Q. Yeah
17 year, maybe even higher than that, 1950, I'm 17 MR. MCDONALD:
18 having trouble squaring it in my own head, to 18 A. That would be correct. Of course, what you'd
19 be honest with you, Mr. McDonad, is how with |19 have to account for aswell in hours adding up
20 the Hydro complement, the cr(L)co, it would 20 to the 1950 would be holidays and vacation,
21 take 1900 hours, but we get to 2012 and 2013 21 the same as anybody else.
22 and, | mean, you could do direct work for 22 JOHNSON, Q.C.:
23 Hydroat 392 and 302 hours respectively in 23 Q. Sure, yes, understood, but they are pretty
24 2012 and 2013. Hydro could not have been 24 much on par withwhat you've been getting
25 getting the same level of servicesthey were 25 since?
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1 MR. MCDONALD: 1 Health. So we tried to organize ourselves so
2 A. Yes, yeah 2 that, you know, there was more time available
3 MS.GLYNN: 3 to me and our managers, so that’sthe reason
4 Q. Just to note the undertaking for hours charged 4 you would have seen that reduced over those
5 to cr(L)co for 2006 and 2007. 5 more recent years, and then 2014,2015, were
6 JOHNSON, Q.C.: 6 different years'. | want to talk to you about
7 Q. lguess - I don't know if I'vegotten an 7 that for a second now.
8 answer to my query, though, how Hydro could be 8 MR. MCDONALD:
9 getting the same level of service with you, a 9 A. Uh-hm.
10 direct charge in 2012 and 2013 of 392 and 303 10 JOHNSON, Q.C.:
11 hours respectively, asit wasgetting back 11 Q. | guess, there was a conscious effort made in
12 when you had your very principled focus with 12 that 2012/2013 period to remove some of the
13 the exception of Cr(L)Co? 13 load from you, would that be correct, based on
14 MR. MCDONALD: 14 what we've seen here in that quote?
15 A. Yes andwhat I'vetried to explain, so | know 15 MR. MCDONALD:
16 I"'m repeating myself to a certain extent, but 16 A. That wouldn't have been amajor driver. It
17 what I’ve tried to explain is what was 17 was an outcome of work we were doing in any
18 different in those earlier years, at least the 18 event that was ongoing with respect to our
19 yearsthat we have the datafor, '07, '08 - 19 organizational structure, and | can’t remember
20 '08, '09, and 2010, in particular. I’ ve tried 20 if that was - if those were changes that came
21 to recall for you some of the larger 21 about in 2012 or 2013 specificaly, or earlier
22 initiatives | was involved indirectly in 22 than that. Certainly, no later than that in
23 support of Hydro that has trended down since 23 terms of what | talked about yesterday. So
24 thento a level which | think is what you'd 24 what I'm trying to say is that was an
25 more reasonably expect to see at the Vice 25 important outcome, but, you know, we were
Page 42 Page 44
1 President level. Sothe point | want to 1 motivated primarily by making sure that
2 emphasize isthat, you know, that’s what we're 2 services supplied to Newfoundland and Labrador
3 talking about right now, and underneath me| 3 Hydro and to our other lines of business, for
4 have managers, and underneath them, they have 4 that matter, was as effective asit could be.
5 their subordinate organizations of people who 5 So that was the driver.
6 on aday to day basisare providing the 6 JOHNSON, Q.C.:
7 required assistance and service and support to 7 Q. When you docket your time -
8 Newfoundland and Labrador Hydro. Y ou know, | 8 MR. MCDONALD:
9 mean, my roleis adifferent one than it would 9 A Yes
10 be for the managers and then for the people 10 JOHNSON, Q.C.:
11 who are providing that day to day service and 11 Q. | guess you were docketingit in 2012 and
12 support. 12 2013, right?
13 (10:00 am.) 13 MR. MCDONALD:
14 JOHNSON, Q.C.: 14 A. Yes.
15 Q. Youspoke yesterday, Mr. McDonald, at page 15 JOHNSON, Q.C.:
16 194, looking at line 10, you said, "And as| 16 Q. If youweredoing aspecific piece of work for
17 mentioned earlier, aswe moved along inside 17 aline of business, it would be docketed under
18 our structure, what we made a point of doing 18 that?
19 in our various areas in safety and health, and 19 MR. MCDONALD:
20 in human resources, in particular, was to 20 A. Correct.
21 ensure that we had dedicated points of contact 21 JOHNSON, Q.C.:
22 with Newfoundland and Labrador Hydro, so they 22 Q. Okay. Could you providefor usfor each of
23 were able to take away some of the load as 23 2012 and 2013 the - we see respectively at -
24 well, not just from me, but from Mikein his 24 we seeyou have 392 hoursin 2012 to Hydro,
25 case, or fromthe Manager of Safety and 25 302 in 2013 to Hydro. Could you undertake to
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1 provide us where in each - to whom or to what 1 Nalcor, | don't think that level of
2 entity in each of those years by entity where 2 granularity assists the Board, particularly
3 the rest of your time was billed? 3 when it’'s amatter which the Board has no
4 MR.CASS: 4 particular insight or jurisdiction. For
5 Q. Mr. Chair, I'm sorry, | don't see the 5 example, you know, if it wasan oil and gas
6 relevance of time chargedto other entities 6 thing or ageneral Nalcor thing or something
7 than Hydro. Mr. Johnson has asked questions 7 else. So, I'mjusttryingto get a sense of
8 to get answers about what drove the hours that 8 what the requestis. If it's Hydro versus
9 weare seeing inthis particular piece of 9 other, that’s okay, and we have no trouble
10 evidence. Mr. McDonald' sanswers havemade |10 providing that information for the overview
11 clear that the hours were driven by the needs 11 level Mr. Johnson says. But if he'strying to
12 of Hydro, not by the needs of other entities. 12 determine exactly what Mr. McDonald was doing
13 So | don'tthink any evidentiary foundation 13 for each of the particular entities, all of
14 has been laid for the relevance of a question 14 which referring to non-regul ated entities -
15 about what hours were devoted to other lines 15 CHAIRMAN:
16 of business. 16 Q. Soyou'resaying -
17 CHAIRMAN: 17 MR. YOUNG:
18 Q. Mr. Johnson, what's your response to that? 18 Q. | don't seethat that's relevant.
19 JOHNSON, Q.C.: 19 CHAIRMAN:
20 Q. Mr.Chairman, as | was reviewing what Mr. 20 Q. You'resaying Hydro/non-Hydro is a reasonable
21 McDonad had said yesterday, he had not been |21 breakdown but to gointo non-Hydroin any
22 ableto - or he didn’t address where the rest 22 detail is beyond -
23 of these hours went, and my question iswhere 23 MR. YOUNG:
24 did the rest of the hours go because itis 24 Q. That'scorrect.
25 material. If someoneissayingthat when | 25 CHAIRMAN:
Page 46 Page 48
1 did something specific for an entity, | booked 1 Q. - beyond our ambit? That's what you're
2 it to them, and we'retrying to get at what 2 basically saying?
3 hisactivity wasin 2012 and 2013, and, of 3 MR. YOUNG:
4 course, human memory being what it is, | mean, 4 Q. That'scorrect, Mr. Chair.
5 it'sjust adocumentary establishment of where 5 CHAIRMAN:
6 he put that time. It sfar better - like, if 6 Q. Mr. Johnson, do you want us to adjourn for a
7 | asked him the question, okay, boy, what did 7 whileto discussthisor doyouwant usto
8 you do in 2012; well, | remember | was at this 8 carry on and come back say after the break at
9 from"x" to"x", wel, we'dlisten tothat 9 11:00? What would you like to do?
10 evidence and take it on board. All I’'m asking 10 JOHNSON, Q.C.:
11 is show usthe documentation for those. Now 11 Q. I'mfine with goingto the break, but if |
12 I’m not looking for the detailed timesheets, 12 could, Mr. Chairman, | would just like to
13 I’m looking for the overview. 13 respond to something that Mr. Y oung said for
14 CHAIRMAN: 14 the Board to take onboard, | suppose.
15 Q. Do you wishto say something, Madame or 15 CHAIRMAN:
16 Madames? 16 Q. Okay.
17 MS. GLYNN: 17 JOHNSON, Q.C.:
18 Q. Youcantake thisunder advisement. If you 18 Q. I'mnot looking for the details of what he
19 wish to break, we can discussiit. 19 would have done for oil and gasin terms of
20 MR. YOUNG: 20 what he did. I'm interested in knowing what’s
21 Q. If I canjust make one further comment about 21 the amount of hours that you billed oil and
22 this further to what Mr. Johnson just said. | 22 gas. That's it. And if he comes back and
23 can understand his question as to how much was |23 says here’sHydro, but everything else is
24 Hydro and how much was others, but within 24 Nalcor, that doesn’t really tell me much.
25 different subsidiaries or activities of 25 CHAIRMAN:
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1 Q. Wdl, thestandard is 19.50. That's the
2 working -- that’s 37 and ahalf, isit? 37
3 and a half?
4 MR. ROBERTS:
5 A. Perweek.
6 CHAIRMAN:
7 Q. 20.40, 18.60, 19.37 and -- anyway, based on 40
8 hours, 37 and a half hours, 35 hours, and of
9 course at City Hall, we had 32 and a half. So
10 we're working with 19.50. So minus the Hydro
11 hoursisthe other. It sjust straightforward
12 math. And you say you think it’ sinstructive
13 or worthwhile to go beyond that?
14 JOHNSON, Q.C.:
15 Q. Yes, | do. The reason being isforall |
16 know, in 2012, it might be 600 hours in oil
17 and gas asa direct bill. I think that’s
18 relevant.
19 MR. YOUNG:
20 Q. Mr. Chair, | guesstheissueisjoint because
21 in Hydro's opinion, and this isnot just a
22 matter of what we think the Board might be
23 interested in or what Mr. Johnson might be
24 interested in, but it'sjust not beforethe
25 Board. The issueis how much does Mr.
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Q. Okay.

JOHNSON, Q.C.:

Q. That wasthe plan, yeah. Let meturn toa
more recent period, and that was the period
from January 2014 to June of 2014 when Mr.
Raoberts became acting vice-president, okay. |
guessit’s fairto say, Mr. McDonald, that
once the events of early or late
December/early 2014 hit, you were inundated on
that side of things. Would that be afair
statement, on the outage and related work?

MR. MCDONALD:
A. Don't mean -- when you say "you" you mean the
company?

JOHNSON, Q.C.:

Q. You, | mean you personaly.
MR. MCDONALD:

A. Mepersonally?
JOHNSON, Q.C.:

Q. Yes
MR. MCDONALD:

A. Inundated?
JOHNSON, Q.C.:

Q. Yes, intermsof your function then and your
preoccupation was dealing with the outages and

Page 50
1 McDonald charge to Hydro and you can draw some
2 conclusions based upon his evidence asto the
3 level of attention that comesfrom and he's
4 given evidencethat in certain matters he
5 talks about all of the groups and some of that
6 has benefited Hydro. That evidenceis clear.
7 The specific breakdown within the entities of
8 Hydro, it might be -
9

CHAIRMAN:
10 Q. Within Nalcor.
11 MR. YOUNG:
12 Q. Sorry, thank you. Of Nalcor, it might be
13 something Mr. Johnson is curious about, but |
14 don't think itinforms the Board on the
15 mattersit has to decide.
16 CHAIRMAN:
17 Q. Okay. What would you like us to do? Do you
18 think we should break or -- you do, okay.
19 MS. GLYNN:
20 Q. It doesn't matter if we break now or at 11.
21 CHAIRMAN:
22 Q. Yeah, | thought we'd try to get to 11.

23 JOHNSON, Q.C.:
24 Q. I'm morethan happy to goto 11, yes.
25 CHAIRMAN:
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everything intended upon them.
MR. MCDONALD:

A. | think what | explained to Mr. O'Brien
yesterday isthat, yes, the company obviously
wasin a position of having to first of all
initiate immediately its own investigation of
those events, after having restored the
system, of course, and so | played arolein
that to the extent that | was able to bring
some assistance to the process that we put
together to do that and oversee that process
toits completion, | believe in mid March
roughly, and when we reported to the Board,
and then continuing support to Hydro as we
worked through various stages of reporting to
the PUB over the next few months.

JOHNSON, Q.C.:

Q. Butwould it befair to say that for the first
half of 2014, you were predominantly tied up
with the outage and outage related matters?

MR. MCDONALD:

A. Yes, | wasvery actively involved in that,

yeah.
JOHNSON, Q.C.:
Q. Okay. Who was performing the -- you know, who
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1 was doing the work then of the Vice-President 1 labour market is trending down, not just here,
2 of Human Resources and Organization for the 2 but everywhere elsein Canada. There's till
3 first six months? 3 a highlevel of project activity in this
4 MR. MCDONALD: 4 Province which is our main market for
5 A lwas 5 competing for these resources. We continue to
6 JOHNSON, Q.C.: 6 experience a relatively high level of
7 Q. Okay. Youweredoing that on top of that? 7 retirements from the company. So those are
8 MR. MCDONALD: 8 till factorsthat are at play for the most
9 A Yes 9 part for us right now. | think what we
10 JOHNSON, Q.C.: 10 indicated is that we expected that would
11 Q. Okay. | wantto turn to recruitment and 11 continueto beapressure, but| mean, you
12 retention, and if we could go to the 12 know, depending on how things unfold, based on
13 Application, page 2.31, for amoment? Just 13 recent events, it could very well be that
14 for the record, this material, this evidence 14 they’ll moderate. But | wouldn't say that has
15 was filed as part of the Amended Application, 15 happened at this point in time.
16 correct? 16 (10:15am.)
17 MR. MCDONALD: 17 JOHNSON, Q.C.:
18 A. Yes 18 Q. Butlikethe labour market, Mr. McDonald, it's
19 JOHNSON, Q.C.: 19 not astight now, | takeit, asit wasafew
20 Q. And that would have beenin November 20147 20 years back say? Would that be true?
21 MR. MCDONALD: 21 MR. MCDONALD:
22 A. Correct. 22 A. No, | wouldn't agree with that. | don’t think
23 JOHNSON, Q.C.: 23 there' s any basis for saying that right now in
24 Q. Okay. Andit’s stated at the top of the page 24 the markets in which we compete for resources.
25 there at line one that "Hydro does anticipate 25 JOHNSON, Q.C.:
Page 54 Page 56
1 that the challenge of maintaining wage and 1 Q. But, | mean, there used to be -- and you may
2 salary costs within inflationary levelswill 2 have some knowledge of this, there used to be
3 continue. High levels of recruitment driven 3 like seven or eight charter flights aweek,
4 by retirements, high levelsof construction 4 for instance, leaving St. John's Airport
5 and major project activity in the Province and 5 headed west, right. And now | understand, you
6 elsawhere and a shrinking labour force will 6 know, like there’ s one. Are you familiar with
7 continue to place pressure on wage and salary 7 that phenomena after happening because of the
8 competitiveness." Now, | think in other areas 8 slow down out west?
9 of the Application, there isareferenceto a 9 MR. MCDONALD:
10 tightening labour market. And1'd just get 10 A. Yeah, | don’'t know whether -- what change has
11 you to comment first of all asto the state of 11 occurred in that respect and what the numbers
12 the labour market now, because | didn’t think 12 may or may not be. | don’t know if what you
13 it was tightening asof November of 2014. 13 justindicated isaccurate. | don't know.
14 Would that be fair? 14 But what | do know that from a recruitment and
15 MR. MCDONALD: 15 retention perspective, you know, we still feel
16 A. | don't know, to be honest. You know, | think 16 that pressurein this Province, given what's
17 very much of what we said in November of 2014 |17 going onin the Province, to be managing
18 continues to bethe case. Therewill aways 18 recruitment and retention in the same way we
19 bea lag or a delay in theimpact of, you 19 have been.
20 know, significant economic events. But 20 JOHNSON, Q.C.:
21 certainly, from alabour market perspective, 21 Q. How do you guys go about assessing the
22 you know, trends that continue to be a factor 22 tightness of the labour market?
23 arethefact that the labour market itself, 23 MR. MCDONALD:
24 you know, from a supply standpoint continues 24 A. | guessyou have different indicators, but one
25 tobean issue. Sogrowthin the available 25 of the main ones would be -- a couple
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1 actually. | mean, our own experience in being 1 gangbusters out there, right?
2 ableto recruit and retain the people that we 2 MR. MCDONALD:
3 need. Other sourceswould include, you know, 3  A. Um-hm.
4 studies that we know that are done by 4 JOHNSON, Q.C.:
5 different agencies, the Province in 5 Q. Right?
6 particular. So | mean, they do alot of their 6 MR. MCDONALD:
7 own labour market research that we would be 7 A. Yes, it has slowed down.
8 familiar with and would consult. We would 8 JOHNSON, Q.C.:
9 have the experience of peopleonthe Lower 9 Q. Yeah okay. Andthat’spart of apotential
10 Churchill Project and their ability to be able 10 labour pool, thefolks, the skilled people
11 to resource the project, you know, to the 11 going back and forth to Alberta, for instance?
12 extent that they requireit. So you know, | 12 MR. MCDONALD:
13 guess there are multiple inputs that we would 13 A. It'sapotential labour pool. It's not our
14 rely onto do our own assessment of how the 14 initial primary one. Construction trades and
15 market is going. 15 industrial trades are two different
16 JOHNSON, Q.C.: 16 submarkets.
17 Q. Yousay yourely onyour own -- did you say 17 JOHNSON, Q.C.:
18 you rely on your own recruitment experienceto |18 Q. Right. Yeah, but you have, you know,
19 get an assessment of the labour market and its 19 millwrights, machinists, all that, they go out
20 tightness? Isthat what you said? 20 west too, right?
21 MR. MCDONALD: 21 MR. MCDONALD:
22 A. Wéll, | mean, to the extent that there would 22 A. Yes, they do.
23 betimes, and it hasto be alittle bit -- | 23 JOHNSON, Q.C.:
24 mean, it would change over time, but you know, |24 Q. And| mean, certain of the folksthat go out
25 if there were situations where we were 25 west are people that you guys hire and part of
Page 58 Page 60
1 encountering recruitment challenges either in 1 the peoplethat you advertise positions for,
2 atrade or occupation or inan area of the 2 right?
3 Province, that would be an input. That would 3 MR. MCDONALD:
4 be an indicator potentialy of labour market 4 A. We advertise and obviously we employ
5 conditions. 5 electrical maintenance people, mechanical
6 JOHNSON, Q.C.: 6 maintenance people, line workers, system
7 Q. Likesolet'sjust -- Mr. McDonald, you are no 7 operators, and the list goes on.
8 doubt aware that there has been a major 8 JOHNSON, Q.C.:
9 slowdown in big project activity in Western 9 Q Yes
10 Canada, right? 10 MR. MCDONALD:
11 MR. MCDONALD: 11 A. Some of those are similar to occupations that
12 A Yes 12 are employed in the construction industry, but
13 JOHNSON, Q.C.: 13 our experience has been that you can’t always
14 Q. | mean, there's no two ways about that. 14 assumethat people who work in construction
15 MR. MCDONALD: 15 will transfer to anindustrial environment,
16 A. Um-hm. 16 which iswhat oursis, or vice versafor that
17 JOHNSON, Q.C.: 17 matter.
18 Q. Becausethere'sbeen adropinoil and that's 18 JOHNSON, Q.C.:
19 had alot of knocked on effects for projects 19 Q. But beyond thosetypes of folks, there's
20 out there, correct? 20 people like engineers, for instance. They
21 MR. MCDONALD: 21 would be involved in those projects. Civil
22 A. Um-hm. 22 engineers, mechanical engineers, those type of
23 JOHNSON, Q.C.: 23 people would have been tied up in the Alberta
24 Q. Okay. And | mean, that wasn’t the case back a 24 boom as well, correct?
25 few years ago. Everything was going 25 MR. MCDONALD:
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Page 61
1 A Um-hm.
2 JOHNSON, Q.C.:
3 Q. Yeah. Andyou certainly go after that market

Page 63
1 JOHNSON, Q.C.:
2 Q. Okay. If I could ask you to go to CA-107?
3 MS.GRAY:

4 when you have positions available at Hydro, 4 Q. Revision 1, Mr. Johnson?
5 right? 5 JOHNSON, Q.C.:
6 MR. MCDONALD: 6 Q. Justthemain answer, 107.
7 A. They would be apotential source, yes, of new 7 MR. O'BRIEN:
8 recruits. 8 Q. Revisonl, Tom?
9 JOHNSON, Q.C.: 9 JOHNSON, Q.C.:
10 Q. Now Ithink youwould agree with me, Mr. 10 Q. Letmejustseeitfirst. No, I'mreferring
11 McDonald, that other than for reasons of 11 herefirst of all to CA-107. Just bear with
12 retirement, relatively speaking, not many 12 me. Pardon me, Revision 1 would be better.
13 employees leave Hydro once they’ve been hired |13 Mr. McDonald, Mr. Roberts, this question
14 and employed. Would that be afair statement? |14 asked Hydro to provide the annual number of
15 MR. MCDONALD: 15 voluntary resignations by position from 2006
16 A. It's been our good fortune to have that 16 to 2013, and then you provided atable which
17 experience, so our voluntary turnover islow. 17 summarizes the number of voluntary
18 JOHNSON, Q.C.: 18 resignations from January 1, 2006 to September
19 Q. Islow. Andwhenyou say low, | mean, do you 19 30th of 2014, okay. Andas we see going
20 ever -- when you say it'slow, you must be 20 acrossthistable, and it’s broken down by way
21 ableto compareit, at least anecdotally, to 21 of apprentice, permanent, permanent part-time
22 what other companies would experience, | 22 and a grand total. So as you can see here, we
23 assume? 23 see agrand total in’06 of eight. A hit of a
24 MR. MCDONALD: 24 spike in’07 of 19, and then’ 08, 13, ' 09 10,
25 A. Yes. 25 2010 three, 2011 11, 2012 12,’13five, 2014
Page 62 Page 64
1 JOHNSON, Q.C.: 1 eight. So agrand total over that period of
2 Q. Yes. Soyoure low relative to other 2 time of 88 persons, right.
3 companies and firms, correct? 3 Now if we go further, | wanted to ask you
4 MR. MCDONALD: 4 about non-union for amoment and put thisin
5 A. Yes, weare, in absolute terms, yeah. 5 perspective. We see on Attachment 1, thereis
6 JOHNSON, Q.C.: 6 agroup of positions that come under non-union
7 Q. Inabsoluteterms, yeah. And that’'s been the 7 and then as you go down the table, thereisa
8 way it has been for along time, right? Hydro 8 further group of unionized and they’ re broken
9 isnever -- hasalwaysbeen low in terms of 9 down between operations and office workers,
10 turnover, for reasons other than retirement, 10 okay. Now, this gives pretty granular detail.
11 right? 11 Now, you'll confirm for me, gentlemen, that in
12 MR. MCDONALD: 12 2006, there wasa total of three non-union
13 A. Mikeand | can speak to our experience since 13 persons leave, right?
14 let’s say over the last ten years for sure. 14 MR. MCDONALD:
15 JOHNSON, Q.C.: 15 A. Appearsto be thecase. Can't see thefull
16 Q. Pardon me? 16 page there, but | can see where the numbers
17 MR. MCDONALD: 17 add up to three. It looks like four maybe.
18 A. Mikeand | can speak to our experience over 18 JOHNSON, Q.C.:
19 the last ten years, and that’ s been the case, 19 Q. Okay. Sothree, and -
20 yeah. 20 MR. MCDONALD:
21 JOHNSON, Q.C.: 21 A. Oh, okay, yes, in 2006, yeah.
22 Q. Okay. For thelast ten years, asyou say, it's 22 JOHNSON, Q.C.:
23 been low, right? 23 Q. Yeah, for non-union, okay, so just -- so for
24 MR. MCDONALD: 24 instance, you lost a project leader
25 A. Yes 25 applications, a quality assurance engineer and
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Page 65 Page 67
1 arecords and information analyst, right? 1 explain that?
2 MR. ROBERTS: 2 MR. MCDONALD:
3 A. That'scorrect. 3 A Wadll, let'sgo back uptothetable that we
4 JOHNSON, Q.C.: 4 werelooking at alittle earlier. You're
5 Q. Okay. Andthisisinthe context of back in 5 focusing in on just non-union.
6 "06, but how many employees do you reckon 6 JOHNSON, Q.C.:
7 Hydro had then? 7 Q. Okay.
8 MR. MCDONALD: 8 MR. MCDONALD:
9 A. | think | gavethat answer earlier, somewhere 9 A. SO-
10 inthe area of 800 to 825. | think the 10 JOHNSON, Q.C.:
11 undertaking was to confirm that. 11 Q. Butfirst of al, canyou comment on non-
12 JOHNSON, Q.C.: 12 union? | mean, there' s no -- there was never
13 Q. Yes okay. So anyway, just to skip right 13 atrend with non-union people leaving, right?
14 aong, we seefrom -- and the numbers I'm 14 MR. MCDONALD:
15 going to recitetoyou now are’'07 by year 15 . I have dready. | think I’ve acknowledged
16 right up to 2014 and I’m seeing four, five, 16 that the numbers have been low and consi stent.
17 four, two, five, four, two, one. Those 17 JOHNSON, Q.C.:
18 numbers being the number of non-union people |18 Q. Okay.
19 who've left. Havel got that right? 19 MR. MCDONALD:
20 MR. MCDONALD: 20 A. But whenwe' ve made our observations with
21 A. Yes, that'sright. 21 respect to our challenges from arecruitment
22 JOHNSON, Q.C.: 22 and retention standpoint, we're not talking
23 Q. Yeah. And now, onethingthat | read in one 23 just non-union. We're talking the tota
24 of theRFIs is Hydro claims that Hydro’s 24 picture. | guess that's what Table 1
25 "continued focus on recruitment and retention 25 summarizes there.

Page 66 Page 68
1 has had apositive impact on the trends 1 JOHNSON, Q.C.:
2 experienced for voluntary resignations,” okay. 2 Q. Right.
3 And just for the record, there’ s no need to go 3 MR. MCDONALD:
4 there, but that’s at PUB-033 at line 17 to 18, 4 A. Andinevidence aswell, we've talked about
5 for therecord. It says"Hydro's continuous 5 what initiated our particular focus on
6 focus-- continued focus on recruitment and 6 recruitment and retention back in 2006 and
7 retention has had a positive impact on the 7 2007 and you know, avery important part of
8 trends experienced for voluntary 8 our work force planning and our recruitment
9 resignations.” Now, Mr. McDonald, in the 9 and retention programs is our focus on
10 context of non-union employees, it’s basically 10 operationsand on our tradesand technical
11 non-existent. 1t's flat all the way aong, 11 positionsin operations as well. So, actually
12 al those years’ 06 to 2014, correct? 12 when | look at that table and | look at 2007
13 MR. MCDONALD: 13 and 2008, 2008 came down a bit, and if | look
14 A. Thenumbersare -- you know, they’re low. 14 at permanent in particular, | see going
15 JOHNSON, Q.C.: 15 forward from 2007 a downward trend. 2011 isa
16 Q. They’'re minimal, minuscule, aren’t they? 16 bit of an aberration in that context, but |
17 Y ou're nodding yes, right? 17 see adownward trend.
18 MR. MCDONALD: 18 JOHNSON, Q.C.:
19 A. They'relow, yes. 19 Q. Sobasicaly, it must mean that all the trend
20 JOHNSON, Q.C.: 20 is contained in the union line because
21 Q. Yeah,andif they'resolowin’06, '07 and 21 obviously there's no -- there was no trend to
22 ’08, how can Hydro make the claim that your 22 come down in the non-union line, right?
23 continued focus on recruitment and retention 23 MR. MCDONALD:
24 has had a positive impact on trend? | mean, 24 . It shard to, you know, say there’s atrend
25 thetrend -- it was never high. Could you 25 when you’ re talking about three, four or five
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Page 69
1 positions leaving in ayear, not to understate
2 the value of the positions that were affected.
3 JOHNSON, Q.C.:
4 Q. Butto behonest with you, Mr. McDonald, |
5 find it hard to come up with atrend in Table
6 1
7 MR. MCDONALD:
8 A. Wadll, | guessanother way of putting itis
9 that if we hadn’t decided to be very
10 deliberate and conscious about recruitment and
11 retention as a focus area strategically, that
12 beginning of atrend that you seein 2007 is
13 something that could very well have
14 perpetuated itself and increased and that’s
15 what we're not seeing here, is the impact and
16 benefit of the focus that we've put on
17 recruitment and retention is the upward trend
18 that we're pretty convinced we would have seen
19 if we hadn’'t backed it.
20 JOHNSON, Q.C.:

21 Q. Let'sget alittle bit more granular here,

22 because| mean, you know, this recruitment
23 retention piece is so central to what's

24 happened in terms of salary cost growth. If
25 we go back and look at the union line starting

Page 71
1 MR. MCDONALD:
2 A. And atrainee, DSR trainee, yes.
3 JOHNSON, Q.C.:
4 Q. AndabDsRtrainee. What's a DSR trainee, just

Page 70

1 with operations unionized for each of those
2 years, and again, they’re broken down by way
3 of operations and office workers. we'll come
4 to office workers in asecond, okay. If we
5 look at '06, you've lost four unionized
6 personnel in '06, three of whom were
7 apprentice line workers, right?
8 MR. MCDONALD:
9 A. Um-hm.
JOHNSON, Q.C.:

Q. Correct?
12 MR. MCDONALD:
13  A. Yes
14 JOHNSON, Q.C.:

10
11

15 Q. Yes. Andyou havelots of interest and have
16 awayshad lotsof interest, | put to you,

17 from apprentice line workers looking to go to
18 work at Hydro, right?

19 MR. MCDONALD:

20 A. Yes

21 JOHNSON, Q.C.:

22 Q. Yeah. Now, if welook at’'07,there wasa
23 total of 15. Again, five of those, | think

24 you'll confirm for me, areapprentices, is
25 that right, and trainees?

5 incidentally?
6 MR. MCDONALD:
7 A. Yeah, it'snot an apprentice | don’t think.
8 MR. ROBERTS:
9 A. No,it'sadiesd system representative on the
10 coast that runs the diesel plans.
11 JOHNSON, Q.C.:
12 Q. Okay. And in’08, I'm seeing atotal of
13 seven, and again, that’s two apprentice line
14 workers, three line workers, two thermal plant
15 operators. Isthat the right reading of that?
16 MR. MCDONALD:
17 A. Yes, | believe so, yeah.
18 JOHNSON, Q.C.:
19 Q. Okay. Now, and|’'m not going to go through
20 this, thiswill befor -- the Board can look
21 at these things and counsel can expand on it
22 further in argument or whatever later, but
23 these numbers, they don’t seem to be out of
24 the ordinary at al interms of from year to
25 year. Can we just get acomment on what we're
Page 72
1 seeing here?
2 MR. MCDONALD:
3 A. Yeah, sothat’snot a statement | agree with.
4 Weviewed it asbeing out of the ordinary.
5 These are critical positionsin operations.
6 When you seeastep change from four to 15
7 between two yearsthat gets your attention,
8 and as| stated amoment ago, then you start
9 to see that go down from 2007 forward to lower
10 numbersin the union forcesin operations.
11 You know, so as| saida moment ago, and
12 again, what we're not seeing iswhat that
13 trend may have looked like if we hadn’t taken
14 some measures which were compensation related
15 and otherwise.
16 (10:30 am.)
17 JOHNSON, Q.C.:
18 Q. Sonumber 15, and that’s you're referring to
19 the 2007 column, correct?
20 MR. MCDONALD:
21 A. | am, yes, yeah.
22 JOHNSON, Q.C.:

23 Q. That getsyour attention, doesit?
24 MR. MCDONALD:
25 A. Absolutely.
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1 JOHNSON, Q.C.: 1 leaving voluntarily out of that sector, isn’t
2 Q. And so, but how about the following year, it's 2 it?
3 seven persons and the year after that is six 3 MR. MCDONALD:
4 persons. Doesthat get your attention? 4 A, | don'tthink so. | mean that group of people
5 MR. MCDONALD: 5 in Hydro, Mikewould -- what would be the
6 A. Thefollowingyear after thatis one person 6 total size of that group?
7 and then five persons, but | mean, it’s not 15 7 MR. ROBERTS:
8 and it'snot 20 or 25, which it had the 8 A. Our office workers would represent, in Hydro,
9 potential to be. And inthose particular 9 close to 100 people.
10 years, in 2007 and 2006, we stepped in with a 10 JOHNSON, Q.C.:
11 modest adjustment in 2006 when we would 11 Q. Pardon me?
12 otherwise have had a pay freeze if we had 12 MR. ROBERTS:
13 stayed with our program. 2007, we started 13 A. Itwould be close to 100 people.
14 with a series of market adjustments that were 14 JOHNSON, Q.C.:
15 aimed specifically on making sure we weren't 15 Q. Closeto 100 people?
16 at arisk with our skilled trades and other 16 MR. ROBERTS:
17 technical operations roles and that continued 17 A. Intotal office workers across the company.
18 over athree-year period and we believe that, 18 JOHNSON, Q.C.:
19 in addition to other initiatives that are non- 19 Q. Yeah, yeah.
20 compensation related, have assistedin our 20 MR. ROBERTS:
21 ability to be ableto mitigate against that 21 A. Probably 90 or so.
22 trend going that way and bringing it down this 22 JOHNSON, Q.C.:
23 way. 23 Q. Andwhat explainsthe level of -- I’'m going to
24 JOHNSON, Q.C.: 24 call it -- 1 can't come up with another word,
25 Q. Butyouall don’'t have good data, do you, on 25 but the level of adhesion, like nobody leaves,
Page 74 Page 76
1 the reasons people leave Hydro from year to 1 I mean, that issomething else. | mean,
2 year? 2 believe you me, | mean, we got a small shop
3 MR. MCDONALD: 3 and | mean these numbers are incredible,
4 A | think, you know, we're experience people. | 4 incredible, and what explainsthis level of
5 think anybody in the business of human 5 adhesion? And | mean, thisgoes right back
6 resources has a pretty good feel for the kinds 6 ten years or back to 2006. What' s the type of
7 of things that matter to people, in terms of 7 things that keep people there?
8 why they stay with acompany and why they 8 MR. MCDONALD:
9 might leave. 9 A. Keeppeopleat Hydro?
10 JOHNSON, Q.C.: 10 JOHNSON, Q.C.:
11 Q. Yeah, well we'll revisit that now in a moment. 11 Q. Yeah
12 But just go further down theline for a 12 MR. MCDONALD:
13 second, the unionized operations workers. |If 13 A. | liketheterm, by the way, "adhesion". So,
14 | see this properly, and correct me if I'm 14 it'samultiplicity of things and I’m going to
15 wrong, but there'satotal of five unionized 15 ask Miketo help here aswell as| go through
16 office workers who' ve left the employ of Hydro |16 this. | think there’s a number of things that
17 from ' 06 to 2014. Now would that be correct? 17 lead to people deciding to stay and develop a
18 MR. MCDONALD: 18 career with their employer as opposed to going
19 A. That'swhat that data indicates. 19 somewhere else. To begin with, | think Hydro
20 JOHNSON, Q.C.: 20 has always been a great company in this
21 Q. Yeah, just for arecord, there was one person 21 Province. | guesswhat we've triedtodois
22 in’06, nobody in’07, onein’08, nonein 22 work even harder at making it the best company
23 '09, nonein 2010, onein 2011, one in 2012 23 and that hasinvolved, froma compensation
24 and onein’13. And | mean, those figures, | 24 perspective, while we're on it, is making sure
25 mean that’ s astonishingly low amount of people |25 that our people are being paid fairly and
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1 equitably, relativeto their peersin the 1 instrumentation areas, to migrateinto that
2 industry and in particular, you know, asyou 2 area as a career opportunity.
3 heard Mike talk about yesterday, in the 3 We' ve focused on things like wellness and
4 Atlantic Canada utility industry. There’ sno 4 activeliving. Wefocus very strongly on
5 reason in this world why anyone of our people 5 safety, you know, andthere’s no doubt, |
6 who are highly qualified people in Hydro 6 mean, that's theright thingto doin any
7 should be paid any less or differently from a 7 event, but people, when they know they’'re
8 comparison perspective than anybody with any 8 coming to an organization that treats their
9 of these other utilities. So, that’s afocus 9 safety and wellbeing as their number one
10 areafor us and making sure that our people 10 priority, that’s a good place to be, you know,
11 are being paid fairly and equitably, that they 11 in terms of our ability to be able to recruit
12 feel that way, that they feel valued as a 12 and retain the people that we need.
13 result, and we' ve focused very hard on trying 13 Other things that we'vedone, I’m just
14 to do that in afair and measured way. 14 picking examples out of the air here, are
15 | think Mike explained yesterday that 15 things like our focus on diversity and
16 we've relied on different inputs to determine 16 inclusion. It'spartly astrategy that we
17 where we need to be, including external 17 have adopted from a recruitment and retention
18 consultants who have been independent to us, 18 standpoint to ensure that we're able to tap
19 and in theend, we adopt and implement the 19 into those under-represented elements of the
20 changes that we think are appropriate for our 20 labour market, but it’s the right thing to do
21 organization, which don’t always line up with 21 aswell to ensure that we're doing the right
22 those recommendations, but we work very hard 22 thing around inclusion and respect for
23 at trying to create a workplace and awork 23 diversity inside our organization.
24 environment that will createthat adhesion 24 So I'mjust throwing afew examples at
25 where people will feel very happy to be coming 25 you that, you know, that are -- some are
Page 78 Page 80
1 towork. They feel that they're part of a 1 compensation related, but there are many
2 team that’s making adifference. They feel 2 others that have been more, if you will, non-
3 they’re in aworkplace that stewards to a set 3 compensation, more about culture, working
4 of corporate values. We worked very hard on 4 environment, you know, creating a strong,
5 our corporate values. Wedid alot of work 5 unified team around a clear vision for the
6 several years ago engaging hundreds of 6 company and all those kinds of things that
7 employeesin our organization around restating 7 make a difference. They do make a difference.
8 thoseto ourselvesand they’ve become very 8 People want to come to work for us.
9 embedded in our organization. 9 JOHNSON, Q.C.:
10 But | mean, peoplefeel that they’'reina 10 Q. Andwhen would you say that there was, you
11 workplace where they feel respected, valued 11 know, maturation of all of these non-
12 for their input, valued for the work that they 12 compensation elements, in terms of the suite
13 do, and there are various other areas that we 13 that you'rerolling out on diversity, al
14 focused on along the way as well. 14 these good things that you talked about?
15 We focus on our apprenticeship program, 15 MR. MCDONALD:
16 strengthening it to make sure that we're able 16 A. | wouldn't say there'sa-- that you could say
17 to attract and keep talent inside that 17 that there’ s a particular point in time when
18 pipeline, which is very important to uson a 18 we've matured, because | guess we don't
19 go-forward basis. We've tried to create 19 necessarily seeit that way. | mean, | would
20 additional opportunities inside that 20 say the same thing that we say to ourselves
21 apprenticeship program, especialy in our 21 with respect to safety in our organization,
22 power system operator stream, where we've 22 you know, it'sanever ending journey. It's
23 looked at making modifications to that program 23 aways a quest around getting better, and you
24 to enable the ability of other related trades, 24 know, that in a sense will never end. So our
25 for example, in mechanical, electronic and 25 focus on, from a people perspective, in terms
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Page 81 Page 83
1 of creating that kind of organization that | 1 most on 20 percent of the 88, so about 18
2 described a moment ago, is never ending. It's 2 people, right?
3 anon-ending focusfor us. We continue to 3 MR. ROBERTS:
4 striveto get better, to get better as an 4 A. That'scorrect.
5 organization. So, yes, some of those things 5 JOHNSON, Q.C.:
6 have matured over time. Thework we did on 6 Q. Yeah. Andthen we see anumber of -- in Table
7 our corporate values back in 2008 and 2007, 7 1, a number of reasonsfor leaving, and |
8 it'simpressive actualy how that has matured 8 mean, they’re the usuals, better opportunity,
9 and become embedded in our organization, but 9 personal reasons, rate of pay, relocation,
10 we continue to focus on it. We just don't -- 10 career change, volume of work, family duties,
11 wedon't let it go, and we keep working and 11 you nameit, right? Now, if wefocus inon
12 keep working away at it. 12 rate of pay/salary, it says the percentage of
13 JOHNSON, Q.C.: 13 employeesinterviewed who cited that is 15
14 Q. Oneof theadhesion factors, Mr. McDonald, 14 percent, right?
15 must certainly be, inthisday and age, the 15 MR. ROBERTS:
16 availability of a defined benefit pension 16 A. That'swhat’'sinthetable, that's correct.
17 plan, right? 17 JOHNSON, Q.C.:
18 MR. MCDONALD: 18 Q. Okay. Sothat’s 15 percent of the total of 18
19 A Um-hm. 19 people who were subject to exit interviews,
20 JOHNSON, Q.C.: 20 correct?
21 Q. Youdidn't mention that. 21 MR. ROBERTS:
22 MR. MCDONALD: 22 A. That'scorrect.
23 A. No, it's-- so that's part of our total 23 JOHNSON, Q.C.:
24 compensation strategy. So, we do have a 24 Q. Sothat'snot even --that'snot eventhree
25 defined benefit pension plan, or we don't, 25 people over the course of eight years who
Page 82 Page 84
1 we're part of alarger plan. 1 cited rate of pay or salary, right?
2 JOHNSON, Q.C.: 2 (10:45am.)
3 Q. Right, yes, okay. Now in terms of data on the 3 MR. ROBERTS:
4 reasons people leave, could you turn up CA- 4 A Yes. What | would offer to the questionis
5 202? Now just go to the question here. This 5 that we don’t force peopleto tell us why
6 question asked "please provide the summaries 6 they’ve chosen to leave our employment. We
7 of exit interviewsas regards reason for 7 ask them for the information with the interest
8 voluntary resignation for those who resigned 8 of continuous improvement and the spirit of
9 from’'06 to 2013" and you indicate "Human 9 getting better and making sure that if we're
10 Resources conducts exit interviews where 10 missing something that they provide us that
11 practical, with consideration to the type of 11 opportunity, and that’s the spirit and
12 exit, location and occupation, in an effort to 12 intention in which we ask them those
13 gain information asto the reasons why people 13 questions. But asyou can see, four out of
14 may leave the employ of the company. 14 five people still choose not to.
15 Participation in exit interviews is voluntary 15 Having done thisfor along time, over 20
16 and those individual s who agree to participate 16 years, lotsof times my experience has been
17 are assured anonymity to encourage open 17 that if people are unsatisfied with an
18 dialogue. The participation rate during this 18 element, they’re not necessarily comfortable
19 period is approximately 20 percent of exiting 19 telling you that. So that’s why you probably
20 employees. There isa formal template to 20 see the low percentage, but | can only presume
21 guide discussions and to capture reasons 21 that.
22 cited.” 22 Aside from that, you know, the studies
23 Now, soof | think thetotal of 88 23 that I’ve doneindicate that people assume
24 persons who' ve | eft, because we saw that from 24 you' re going to be competitive and pay people
25 the other screen, we really only have data at 25 at arate that’s competitive with other people
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Page 85 Page 87

1 doing similar work in similar organizations. 1 that.

2 And if you're not, compensation and benefits 2 MR. MCDONALD:

3 becomesthe number one reason why a person 3 A ljustwantto-- I'll reenforce exactly the

4 leaves or joins acompany. But if you assume 4 same point. | mean, it isamatter of getting

5 that you're staying competitive in your 5 ahead of anissue, as opposed to reacting to

6 marketplace and that you’ re paying people, for 6 it. And that’sthe point | was trying to make

7 example Newfoundland and Labrador Hydro is | 7 alittle earlier when | was saying that, you

8 paying people that doesalikejob, such asa 8 know, we're thoughtful about our strategy in

9 line worker, the same as a Newfoundland Power | 9 terms of trying to do that, to get ahead of it
10 or a Nova Scotia Power or aNew Brunswick |10 and mitigate against and avoid a deeper trend
11 Power, then they seethat to afair principle 11 in terms of people leaving. So, this doesn’t
12 and then they focus on other issues, and then 12 necessarily surprise me, in addition to the
13 you have to focus on the other thingsto keep 13 other reasons that Mr. Roberts has indicated.
14 them happy and to retain them inside the 14 o, that to meisabit of aconfirmation of
15 organization. 15 the fact that we' ve been proactive and timely
16 Mr. McDonald | think said it very well in 16 in terms of some of the strategies that we've
17 terms of the things we' ve been stewarding to 17 implemented.
18 and trying to achieveto make sure that we 18 JOHNSON, Q.C.:
19 continue to be an employer of choice, and | 19 Q. Let'sturnto the peoplewho do want to come
20 don’t think we should be dismayed over that. 20 to work at Hydro. | understand, and the
21 | think we should be satisfied that we're 21 record will confirm, that Hydro getsalot, a
22 doing theright thingsif we havethat level 22 lot of unsolicited applications across the
23 of success. 23 broad spectrum of positions, et cetera, at
24 JOHNSON, Q.C.: 24 Hydro. Would that be afair statement?
25 Q. No, | certainly don’t think you should be 25 MR. ROBERTS:
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1 dismayed, but | would have thought that people 1 A. Again, | thinkin certain occupation types

2 -- if someone isleaving on account of money, 2 that would be the case, and | wouldn't

3 the rate of pay, your salary, and let’sface 3 apologizefor that. | think it's great that

4 it, there’' s always better money somewhere, | 4 we're presenting ourselves as an employer of

5 suppose, you know, if you want to travel or do 5 choice. We're promoting Newfoundland and

6 else wise, but | would have thought that 6 Labrador Hydro who provides an essential

7 people would -- especialy non-union 7 serviceto thisProvince as an organization

8 employees, say "look, thepay isjust not 8 that stewardsto key goalslike safety, the

9 there." And I’m surprised that the data that 9 environment, operational excellence, people,
10 you're ableto produceis-- reveals such a 10 community, doing the right things. So we
11 very, very small number of people citing pay 11 would look for that. 1I'm pleased that we're
12 when you're telling me that -- of how critical 12 getting that kind of unsolicited interest in
13 the pay issueis. 13 an organization with agood reputation like
14 MR. ROBERTS: 14 Newfoundland and Labrador Hydro. Bug again,
15 A, Wdl, I think Mr. McDonald also said that had 15 not necessarily for every single occupation
16 we not done what we did, whichisagain, and 16 type.
17 I'll repeat myself, tried to stay competitive 17 JOHNSON, Q.C.:
18 within the market in which we compete, wemay |18 Q. No, but let’sturn to CA-NLH-252. This asked
19 have seen different results. Soit’sredly a 19 to "provide the number of qualified
20 confirmation that the things that we' re doing 20 applications Hydro currently has on file from
21 has been able to maintain our level of 21 persons seeking employment with Hydro. Please
22 success. 22 provide the number by positions sought” and
23 JOHNSON, Q.C.: 23 the answer goes onto say the "Table 1
24 Q. Wéll, 1 don’t know. | mean, that’'s cause and 24 providesthe number of general applications
25 effect. | don't know how you can conclude 25 that have been submitted” and thisisjust a
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1 six-month period, okay, from July 1st 2013 to 1 al right?
2 December 31st, 2013, and "these are exclusive 2 MR. ROBERTS:
3 of applications, so don’t include applications 3 A, Trust your math.
4 received within this period for publicly 4 JOHNSON, Q.C.:
5 advertised competitions which are provided in 5 Q. Pardon me?
6 another response 251. Applicants self select 6 MR. ROBERTS:
7 to beincluded for consideration in a specific 7 . | trust your math.
8 job category using Hydro's web-based 8 JOHNSON, Q.C.:
9 application system without validation of their 9 Q. Okay. And asit saysinthe footnote, "the
10 qualifications. Trade categories have high 10 general applications do not include
11 volumes of apprentices versus journeymen 11 applicationsin response to a specifically
12 applicants’ and then you say "generd 12 advertised position.” So now, and would this
13 applications are evaluated and screened.” 13 betypical of any six-month interval at Hydro,
14 Solet’s go down and see Table 1 now. 14 the number of unsolicited people who are
15 And gentlemen, we seethat you've broken it 15 coming to you folks?
16 down amongst three main categories, one being 16 MR. ROBERTS:
17 corporate services covering accounting, 17 A. Wdl,you'd have to be more definitive in
18 administrative, communications, environment, 18 terms of the time period, but in recent times,
19 finance, et cetera. The next big category is 19 | mean, if that was in 2013, I'm not aware
20 engineersand recent engineering graduates. 20 that that has increased or declined in a
21 The next one is skilled trades and 21 couple years prior or a couple years since.
22 apprenticeship. The next one istechnical, 22 JOHNSON, Q.C.:
23 okay? Now, would you take, subject to check, 23 Q. Yeah. Like for instance, would you know --
24 that in that six-month period, Hydro received 24 and | don’t know the answer and that’swhy I'm
25 unsolicited 1242 applications? Would you take 25 asking, how many engineers tota would
Page 90 Page 92
1 that, subject to check? 1 Memorial University graduatein arunof a
2 MR. ROBERTS: 2 year?
3 A. Yes | would. 3 MR. ROBERTS:
4 JOHNSON, Q.C.: 4 Q. | havenoidea
5 Q. Okay. Andwouldyou asotake, subjectto 5 JOHNSON, Q.C.:
6 check, that includes 610 persons who applied 6 Q. Okay. Andlet'sgoto cAa-252. Oh, that’sthe
7 in relation to the various corporate services 7 same one?
8 categories? Would you again take that, 8 MS.GRAY:
9 subject to check? 9 Q. That'sthe same one.
10 MR. ROBERTS: 10 JOHNSON, Q.C.:
11 A. Yes, | would. 11 Q. No. Let’'sgoto 251. Now, inthisRFI, Hydro
12 JOHNSON, Q.C.: 12 was asked to "provide number, title and
13 Q. Andsimilarly, would you take 148 engineers 13 location of positions which Hydro has publicly
14 and recent engineering graduates, subject to 14 advertised over each of the years 2010 to
15 check? 15 2013, aswell asthe amount of time elapsed
16 MR. ROBERTS: 16 from advertisement to the filling of the
17 A. Yes, | would. 17 positions.” Now, if we could go down to the
18 JOHNSON, Q.C.: 18 chart, and these are in reverse chronological,
19 Q. Andfor skilled tradesand apprenticeship, 19 so the most recent is 2013 and as you keep
20 would you take 262, okay? 20 scrolling down, you go 2012, 2011, et cetera.
21 MR.ROBERTS: 21 But let’'sjust stay at page one of tenfor a
22 A. Sure. 22 moment. Now, if you look at job number 109,
23 JOHNSON, Q.C.: 23 I'll just focus on that for a second, NLH109
24 Q. And for technical, which would be CAD, civil, 24 isone of thejobsthere. It'sa diesel plant
25 electrical, instrumentation, mechanical, 222, 25 operator, aterm positionin Hopedale. And
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1 you got -- you see that there? 1 Q. Yeah. Butl think you confirm on page one of
2 MR. ROBERTS: 2 two, the final bullet on page one of two, that
3 A Yeah 3 the number of weeks from advertise to
4 JOHNSON, Q.C.: 4 employee'sfirst day is generally 12to 15
5 Q. Yougot 34 applications for aterm position in 5 weeks, right? That’s generaly.
6 Hopedaleand it took eight weeksto fill, 6 MR. ROBERTS:
7 right? 7 A. That sounds like a good average, yeah.
8 MR. ROBERTS: 8 JOHNSON, Q.C.:
9 A. Looksthat way, yeah. 9 Q. Okay. Andthen --and| don’tintend to go
10 JOHNSON, Q.C.: 10 through, you know, avast number of these, to
11 Q. Andthat strikesme as alot of applications 11 therelief of everybody, I’'m sure, but in
12 for aremote community for a term position. 12 terms of market analyst, for instance, 03 1370
13 Do you have any comment on that? 13 is the competition, so here' sthe position in
14 MR. ROBERTS: 14 St. John's. 62 applicants for that position.
15 A. No, not without looking into the competition 15 MR. ROBERTS:
16 file, assessing out whether or not those are 16 A. Correct.
17 al peoplewithin that community, whether 17 JOHNSON, Q.C.:
18 there's a number of people inside that 18 Q. Onel found interesting, very interesting,
19 community that are unemployed and would be |19 especially for your panel. 2013 competition
20 happy to have employment, where the 20 084, this is a human resources advisor,
21 applications came from and without looking 21 compensation and benefits, in St. John’ .33
22 into a particular competition, | can’t really 22 applications, took 21 weeksto fill. 133
23 comment on the number of applications that 23 applications. It's one of the highest there.
24 came forward. 24 And | mean these are people who know -- you
25 JOHNSON, Q.C.: 25 know, | found that interesting that the human
Page 94 Page 96
1 Q. Wadl, | seethat it wasfilled in eight weeks. 1 relations -- resources advisor, | mean, mgjor,
2 What does that tell you? 2 major interest amongst that group and they
3 MR. ROBERTS: 3 would know -- they would know the scene inside
4 A Thatitwasfilledin eight weeks. 4 out, wouldn’t they?
5 JOHNSON, Q.C.: 5 MR. ROBERTS:
6 Q. No, but intermsof, you know, relativeto 6 A. Wdll, again, yougot to-- you're assuming
7 other positions that we' Il go through, that’s 7 whom the applicants are and how many of those
8 fairly quick for you folks, right? 8 are new graduates and so on and so forth. I’d
9 MR. ROBERTS: 9 liketo think it's because of the great HR
10 A. Wadl, I think it depends. It depends on, you 10 leadership we have inside the organization
11 know, once we got the applications, the 11 that there’s so much interest injoining the
12 availability of the supervisor to review the 12 HR organization inside of Newfoundland and
13 applications to do the screening, aswell as 13 Labrador Hydro, but again, you know, it comes
14 human resources, you know, the timeframewe |14 downto the screening of those applications
15 were under interms of getting that position 15 and seeing how many are actually there. | do
16 filled versus others, whether the person was 16 think that -- and | follow the HRindustry
17 till in that position when we were attempting 17 obviously closely, it’sbecome more of a
18 tofill it, so we had more time or whether the 18 recognized profession over the last number of
19 person had been vacant for six months and we 19 years. More and more people are going into
20 were really anxiousto get it done real quick 20 the profession and more and more people are
21 and it moved up the priority list. There's 21 looking for opportunities. | think it's great
22 multiple factors that gointo the timeframe 22 that we had that kind of expression of
23 and period which it takes to recruit a 23 interest.
24 position. 24 JOHNSON, Q.C.:
25 JOHNSON, Q.C.: 25 Q. Okay. It's around 11, Mr. Chairman, if you
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1 want - 1 types of surveys probably every four to five
2 CHAIRMAN: 2 years to make sure that the annual tracking of
3 Q. Okay. Well break. 3 the work that we're doing and the annual
4 (BREAK - 10:59 a.m.) 4 increasesto salary that we're providing are
5 (RESUME - 11:37 am.) 5 staying within our benchmarks. So that’s just
6 CHAIRMAN: 6 sort of another layer of scrutiny we place on
7 Q. Well, firgt of al, on the matter in 7 it to make sure that we're staying and
8 contention respecting Hydro and non-Hydro, we 8 stewarding to our principles.
9 have decided that the key factor isonly the 9 JOHNSON, Q.C.:
10 breakdown between Hydro and non-Hydro. The 10 Q. |thought youindicated yesterday that there
11 Board doesn't think that it'sgoing to help 11 was adiscussion that there was an increase
12 our deliberations to have any further 12 that came about as aresult of the Mercer
13 information on the non-Hydro activities of 13 Report’ s recommendations, right?
14 Nalcor. It'sbeyond our ambit. So as the old 14 MR. ROBERTS:
15 saying goes, cobbler tend to thy lass, so we 15 A. Ohyes, there was. There wasa-- well, |
16 shall. 16 guess I'd classify it sort of a special market
17 JOHNSON, Q.C.: 17 adjustment we made to some of the job rates as
18 Q. Okay. With that, Mr. Chair - 18 aresult of thevalidation from that report
19 CHAIRMAN: 19 that we had fallen behind the other Atlantic
20 Q. Sowe'reback toyou again, Mr. Johnson, to 20 Canada utilities in terms of our compensation
21 continue with your cross-examination. 21 Structure.
22 JOHNSON, Q.C:: 22 JOHNSON, Q.C.:
23 Q. Thank you very much. If I couldturn to 23 Q. And]I think you said that Mercer had suggested
24 another topic here now. | take it, gentlemen, 24 or recommended that you get there immediately,
25 that youwill confirm that Hydro has not 25 but you didn’t do that. Y ou got therein two
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1 engaged an external consultant to complete a 1 years. Isthat right?
2 specialized analysisor full comprehensive 2 MR. ROBERTS:
3 review of your non-union compensation since 3 A. Yeah. So Mercer recommended that we, you
4 late 2010. Isthat right? 4 know, adjust the job rates and adjust people
5 MR. ROBERTS: 5 accordingly, and what we did was we did adjust
6 A. S0o,yes, wedidone inlate 2010-2011. We 6 thejobrates. Asl said, we adjusted them,
7 would not have put out arequest for proposals 7 in some cases, less than they had recommended,
8 to do a comprehensive review since that time. 8 but nevertheless, we did do some adjustment to
9 We would just participate in the annual 9 Hay grades 11 through 18 and in doing so, we
10 surveys. 10 then went about our normal salary
11 JOHNSON, Q.C.: 11 administration process using our saary
12 Q. Okay. Andyou indicated that you receivedthe |12 administration matrix to process salary
13 Mercer Report. That was the last review that 13 increases. Sowedidn’'t take the additional
14 you did, thereview that we spoke about 14 adjustments that we made to those scales and
15 yesterday? 15 just apply them to people’ s salaries.
16 MR. ROBERTS: 16 JOHNSON, Q.C.:
17 A. Again, that was the last time we did that kind 17 Q. Okay. Sowhen they were-- when we say they
18 of comprehensive review. 18 were, you know, brought up or you say they
19 JOHNSON, Q.C.: 19 were brought up within atwo-year period, what
20 Q. Right. And after that, you brought in salary 20 were they brought up to?
21 increases? That'swhat you were indicating 21 MR.ROBERTS:
22 yesterday. 22 A, So again, we took the job rates and we
23 MR. ROBERTS: 23 adjusted them that same year, in terms of the
24 A, Wdl, if | indicated that, | would have mis- 24 implementation, which | think -- I’m not sure
25 spoke. We used the survey and we'll do those 25 if that was 2011 or '12 now, I'd have to
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1 double check, but theyear that we had the 1 But, the -
2 dataand presented it to our Board and got 2 JOHNSON, Q.C.:
3 approval, we made the adjustment to the job 3 Q. Let's--wecould turnto what we have of it.
4 rates. Sowhen | say thejob rate, that’sthe 4 MR. ROBERTS:
5 pay scale. So thetop of the pay scale, we 5 A. Sure
6 moved the top of the pay scale up. But if the 6 JOHNSON, Q.C.:
7 top of the pay scale went up by an additional 7 Q. If that would help.
8 two percent because Mercer recommended it g0 | 8 MR. ROBERTS:
9 up by an additional two, wedidn’t put that 9 A. Sure
10 additional two into people's salaries. What 10 JOHNSON, Q.C.:
11 we did wasif they were at the bottom of the 11 Q. CA-266, Attachment 1, and page two of five.
12 pay scale and our salary administration matrix 12 MR. ROBERTS:
13 said that they were due to have five percent, 13 A. Sorry, if | could just finish reading that.
14 then they moved five percent. They didn’t get 14 JOHNSON, Q.C.:
15 an additional two because of it. Sowejust 15 Q. Oh,I'm sorry.
16 adjusted -- we adjusted the job rates. 16 MR. ROBERTS:
17 JOHNSON, Q.C.: 17 A. My apologies. Y eah, okay, thank you.
18 Q. Okay. Sowereyou satisfied then that within 18 JOHNSON, Q.C.:
19 the couple of years that your non-union people 19 Q. Okay. Soitindicates on pagetwo of five
20 were where they should be, relative to others 20 that "Mercer has been asked by Nalcor to
21 in Atlantic Canada? 21 provide advise on non-union compensation,
22 MR.ROBERTS: 22 including," and we see there the fourth
23 A. Yes, | would be satisfied that, you know, from 23 hyphen, "assessing the competitiveness of base
24 a compensation philosophy standpoint, we would |24 salary, total cash compensation (salary plus
25 say that, you know, you want to make sure that 25 short term incentives) and total direct
Page 102 Page 104
1 your job rates are reflective of the market 1 compensation” which they have bracketed
2 you're trying to compete with, and then beyond 2 "(total cash plus the annualized value of long
3 that, | consider a person’s compensation to be 3 term incentives) for each non-union role and
4 fair and equitable aslong asthey’reinthe 4 each non-union salary grade”, okay. So that’s
5 pay range, and you know, pay range is 5 what they were asked to assessin terms of
6 typically, a least in our organization and 6 competitiveness, right?
7 many others, anywhere from 80 percent of that 7 MR. ROBERTS:
8 jobrate upto thefull job rate, and so as 8 A. That'scorrect, yes.
9 long asthey’rein that band, | would consider 9 JOHNSON, Q.C.:
10 them to be fairly and equitably paid. 10 Q. Okay. So when increaseswere made by Hydro
11 JOHNSON, Q.C.: 11 after receiving the Mercer Report, | take it
12 Q. Okay. So now, | take itthat you will 12 no account was taken of how Hydro's employees
13 obviously agree, based upon discussion this 13 compared on other benefits such as pensions
14 morning, that salary and wages are not the 14 and retirement allowances and the like? Would
15 only aspects of compensation either, right? 15 that be right?
16 MR. ROBERTS: 16 (11:45am.)
17 A. That'scorrect. 17 MR. ROBERTS:
18 JOHNSON, Q.C.: 18 A. Itwould be afair characterization that that
19 Q. Yeah. And now, isit really trueto say that 19 wasnot in the purview of this particular
20 Mercer carried out a complete and 20 piece of work, but it issomething that we
21 comprehensive review of non-union 21 would regularly pay attention to and look at,
22 compensation? 22 in terms of our competitivenessin other areas
23 MR. ROBERTS: 23 of non-cash compensation, such as pensions and
24 A, Sol'dhaveto dig out the report again. As| 24 benefits.
25 say, it wasabout four or fiveyears ago. 25 JOHNSON, Q.C::
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1 Q. Buttobeclear now, you -- Hydro acted once 1 Q. Okay. Soyouwould have donean analysis of
2 it got the Mercer's Report and made salary and 2 what other utilities in Atlantic Canada
3 wage increases to certain non-union people, 3 provide to employees by way of pensions and
4 right? 4 retirement allowances, severances, that type
5 MR. ROBERTS: 5 of thing?
6 A. Sol'll repeat myself. We made changesto the 6 MR. ROBERTS:
7 job rates as a result of Mercer's 7 A. Yes. Sowewould be generally aware in terms
8 recommendations, so yes, we adjusted the job 8 of what pension plansthe other utilitiesin
9 rates or the pay scale, if you will, the top 9 Atlantic Canada offer, as well as to the
10 of those pay scales, upon Mercer's 10 extent possible, our best understanding of the
11 recommendations based on the competitiveness 11 insurance benefits provided by those same
12 that they were reporting back in terms of how 12 comparator groups, and | say tothe extent
13 otherslike Newfoundland Power, Nova Scotia 13 possible because, in particular in group
14 Power and New Brunswick Power, as examplesin 14 insurance, it’s very hard sometimesto get an
15 our industry, would be paying their employees 15 applesto apples comparison with respect to
16 in terms of total cash compensation. 16 the type of formulaareasand drug programs
17 JOHNSON, Q.C.: 17 and everything else that’s set up inside of a
18 Q. Yes. Sothenyou took their information and 18 group benefit structure.
19 then you made pay increases to non-union 19 JOHNSON, Q.C.:
20 employees, right? 20 Q. Okay. So-
21 MR. ROBERTS: 21 CHAIRMAN:
22 A. | can only giveyou the same answer | just 22 Q. Excuseme, Mr. Johnson. | mean, what you're
23 gave. 23 talking about redlly isthe payroll burden,
24 JOHNSON, Q.C.: 24 areyou? Yougot asaary -
25 Q. Okay. But now, let's put it this way. 25 JOHNSON, Q.C.:
Page 106 Page 108
1 Mercer’s report contained no analysis of 1 Q. Yes
2 anything other than cash compensation, right? 2 CHAIRMAN:
3 MR. ROBERTS: 3 Q. That'sthe way | awayswas told to think
4 A. That was the mandate that we gave them for 4 about it. If you got a salary say of 50,000
5 thisreview, that’s correct. 5 bucks on your books, what's the payroll
6 JOHNSON, Q.C.: 6 burden? What'sthe extra cost that the
7 Q. Okay. Sol guess!’ll ask the question. Once 7 employer hasto pay to put that -- to employ
8 the increases were made arising following the 8 that person, and | mean, one figure | found to
9 Mercer Report, how did that reflect other 9 my greatest was 47 percent in one organization
10 things that go into compensation, in terms of 10 that | was once familiar with. So, you know,
11 the availability of a defined benefit pension 11 you're almost up to 50 percent. Do you have a
12 plan or any other type of fringe benefit? 12 ratio like that?
13 MR. ROBERTS: 13 MR. ROBERTS:
14 A. Right, sowe would use the datathat was 14 A. I'msure we'd know what our burdenis. |
15 provided by this consultant no different than 15 don’'t personally know.
16 we use data provided by other consultants and 16 CHAIRMAN:
17 therest of our intel around what others are 17 Q. | don’'t mean to interrupt, but | mean, that’s
18 doing in our industry in respects to any areas 18 what you're -- basically that captures all the
19 of compensation. So, the changes we 19 non-monetary -- well, they’re monetary, but
20 implemented here were done with the 20 al the non-salary, | guess, the non-salary
21 understanding by our human resourcesteamas |21 benefits, and that's how you make your
22 towhat the prevalent practiceswould have 22 comparison with other -
23 been in other areas of compensation and how 23 JOHNSON, Q.C.:
24 they compared to ours. 24 Q. Yes.
25 JOHNSON, Q.C.: 25 CHAIRMAN:
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1 Q. Anyway, I’m sorry for interrupting. 1 2013, we did the same thing on group
2 JOHNSON, Q.C.: 2 insurance. So wewent out again and did a
3 Q. No, no, no, that’sfine. Because | guessit’s 3 request for proposal and went to market on our
4 just -- it just strikes me, gentlemen, that if 4 group insurance programsand asked them to
5 you're just -- if you'relooking at base 5 look at, you know, our cost structure but also
6 salary like wage comparisons alone, you would 6 look at, you know, what types of benefits we
7 be missing other valuable elementsof the 7 have inside of our insurance benefit program
8 total compensation package, correct? 8 in comparison to those Atlantic Canada utility
9 MR. ROBERTS: 9 markets.
10 A. | would absolutely agreewith that. That's 10 JOHNSON, Q.C.:
11 why we don’'t do that. 11 Q. Wasthere aspecific analysis on the pension
12 JOHNSON, Q.C.: 12 differencesin the offerings amongst utilities
13 Q. Okay. And so hasthere been -- so wastherea 13 in Atlantic Canada?
14 specific analysis undertaken asto the-- to 14 MR. ROBERTS:
15 taking into consideration the type of pensions 15 A. No, | haven't engaged any consultantsin terms
16 that are offered at Hydro, retiring allowances 16 of doing an analysis on the pensions, but | am
17 and the like, how that changes the relative -- 17 generally aware of what the other utilities
18 | don’t want to say status because that’s not 18 provide in the way of pension benefits.
19 the right word, but level when you're 19 JOHNSON, Q.C.:
20 comparing across utilities? 20 Q. Okay. You referred aswell yesterday to
21 MR.ROBERTS: 21 annual surveys likethe Hay Group Planning
22 A. Absolutely. | mean, wewould take under 22 Update, the Conference Board of Canada
23 advisement each category separately because 23 Planning Outlook, the Towers Watson Survey.
24 you do need to be competitive in each category 24 Again, would these be looking at the
25 separately, but then we do look at it 25 competitiveness of base salary and total cash
Page 110 Page 112
1 holistically aswell and see how that comes 1 compensation?
2 out on balance. Y ou know, and then we monitor 2 MR. ROBERTS:
3 that against, you know, expectations of 3 A. Sowithout thumbing through them right now, |
4 employeesin terms of being able to recruit 4 mean, typically again I’ll say that on salary
5 and attract and which things people place more 5 and wages, you know, the industry standard in
6 emphasisonintermsof that. But generally 6 terms of practice would beto take these
7 speaking, yes, we would look at the total 7 annual salary surveys, participatein them,
8 packagein termsof satisfying that we are 8 get data back and sort of confirm where you're
9 competitive across the board where we need to 9 headed in terms of application of economic
10 beto attract Newfoundlanders and Labradorians |10 increases to your salary administration
11 and othersin Atlantic Canada to our company. 11 structure. On insurance benefits, it's more
12 JOHNSON, Q.C.: 12 apt to intermsof your renewal process of
13 Q. Sowould that analysis be, you know, aformal 13 looking into where we're seeing our
14 analysisin terms of something in areport or 14 experiences and our costs and managing those
15 inwriting? 15 costsin terms of the expectations of our
16 MR. ROBERTS: 16 insurance carriers or where they want rate
17 A. Wdl, soagain, I'll useinsurance benefits as 17 increasesto go or so forth, and making sure
18 an example. Every year we go through an 18 we manage costs.  Insurance benefits is not
19 annual review process and as part of that 19 necessarily the type of compensation benefit
20 process, obviously we look at, you know, what 20 offering that you're retooling every year.
21 we're paying for insurance benefits and what 21 But again, as | said, you do want to every so
22 offerings we have versus other books of 22 often, and we just recently completed it,
23 business in Atlantic Canada, and we would ask 23 wherewe goin andlook at, you know, the
24 our consultantsto sort of assessthat. In 24 types of benefits under our insurance benefit
25 2013 however, not unlike with this report, in 25 program, make sure they’re competitive, and
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1 make sure that we' re aggressively managing the 1 investments aren’t what they used to be right
2 costsinside of our insurance benefitsto the 2 now and | feel more comfortable witha DB
3 best of our ahilities. 3 plan. But that's personal choiceand | can’'t
4 JOHNSON, Q.C.: 4 offer an answer for others.
5 Q. Justif | wasn't clear, I'm sorry, but the 5 JOHNSON, Q.C.:
6 annual reports that you get, Mercer -- the Hay 6 Q. Butgenerally speaking, | thought that it was
7 Group, the Conference Board of Canada, Towers 7 pretty well accepted that, you know, employees
8 Watson, do they look at, for instance, 8 regard and guard an entitlement to a defined
9 pensions and the difference between the 9 benefit pension plan, you know, very jealously
10 pension offerings across - 10 inthe sensethat thisissomething that's
11 MR. ROBERTS: 11 seen as having alot more value to employees
12 A. Sothe answer | gave waswithout thumbing 12 than defined contribution. Wouldn't that be
13 through them, | can’t say for certain. | 13 correct?
14 don’t think they do and | mean, again, pension 14 MR. ROBERTS:
15 benefits are another offering for example that 15 A. | givethesame answer | did. | think that
16 don’'t change that oftenand I'mvery well 16 would be a generalization, but I’'m not
17 aware of what the pension arrangements are at 17 disagreeing that there’svalue and inherent
18 the other comparators that we look at in terms 18 value in adefined benefit plan and that that
19 of Newfoundland Power, Nova Scotia Power and 19 planin fact is one of the key aspects to our
20 New Brunswick Power as examples. 20 ability to recruit and retain people. | would
21 JOHNSON, Q.C.: 21 agree with that.
22 Q. Okay. Sowedo know that Hydro’'s employees, 22 JOHNSON, Q.C.:
23 including their new hires, are members of a 23 Q. Yes,okay. And you can confirmthat, for
24 defined benefit pension plan, right? 24 instance, Nova Scotia Power, you' re aware that
25 MR. ROBERTS: 25 they don’t offer defined benefit for non-
Page 114 Page 116
1 A. That'scorrect. Asa Crown agency, weare 1 union? You're aware of that?
2 covered by legidation under the Public 2 MR. ROBERTS:
3 Service Pension Plan. 3 A. I’dbeawarethat Nova Scotia Power now offers
4 JOHNSON, Q.C.: 4 adefined contribution plan. | believe their
5 Q. Okay. Andintermsof the-- | guess|’d ask 5 defined benefit plan at Nova Scotia Power
6 you the question, what pension type is more 6 closed to new entrants in 2014, if I'm
7 attractive to employees from the point of view 7 correct.
8 of, you know, retirement planning and those 8 JOHNSON, Q.C.:
9 type of things? Would it bethe defined 9 Q. Right,okay. And soit's --so whois a
10 benefit? 10 defined contribution for now, everybody?
11 MR. ROBERTS: 11 MR. ROBERTS:
12 A. | think the answer to that question would be 12 A. | believethat is correct, without going back
13 purely speculative on my part asto what all 13 and checking. There arestill -- so let me
14 employees feel isthe benefit. | can say as 14 clarify. There’'sagreat number of peoplein
15 someone who spent 20 years in retirement 15 Nova Scotia Power, as| would understand it,
16 savings, my opinion on that personaly has 16 that are till in a defined benefit program.
17 changed over the 20 years. Inthelate’90s 17 What | understand isthat since around 2014,
18 into the early 2000s, | would have much 18 it's been closed to new entrants. So as new
19 preferred to be in a defined contribution plan 19 people come on, they’re going into a defined
20 when markets were high and you were getting |20 contribution plan, not a defined benefit plan.
21 interest rates or return on your investments 21 But I'm surethe vast majority of their
22 of the 15 to 20 percent variety. But 22 employeesare till ina bBplan. To my
23 certainly today, I'm glad to beapart of a 23 knowledge, they haven’t wound up that plan.
24 defined benefit program where | see that the 24 JOHNSON, Q.C.:
25 rate of returnson fund contribution type of 25 Q. Isthisthetype of thing that you should be
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Q. So | mention aswell the idea of the retiring

Page 117 Page 119
1 staying on top of, in terms of who's offering 1 alowances. Newfoundland Hydro offers
2 what? 2 retiring alowances for its employees,
3 MR.ROBERTS: 3 including new hires, right?
4 A. Wdl, as | said, as | understand it, since 4 MR.ROBERTS:
5 2014, Nova Scotia Power has moved to a defined 5 A. That'scorrect.
6 contribution plan. Inside of New Brunswick 6 JOHNSON, Q.C.:
7 Power, | know that they’ ve recently moved into 7 Q. And of course, you're aware that New Brunswick
8 ashared risk model intermsof their plan. 8 Power doesn’'t have these any more?
9 And | know that Newfoundland Power in 2004 -- 9 MR. ROBERTS:
10 again, they still had peoplein their defined 10 A. I'mawarethat they stopped it for their non-
11 benefit plan, but subsequently to 2004 and go 11 union in 2013.
12 forward, they’re now participating in a 12 JOHNSON, Q.C::
13 defined contribution plan. 13 Q. Right.
14 JOHNSON, Q.C.: 14 MR.ROBERTS:
15 Q. Yes, okay. Justif you turnto CA-249? This 15 A. Andwhat they did, | believe, indoing sois
16 isfor new hires, okay? 16 they paid out the obligation that was owed to
17 MR.ROBERTS: 17 employees asaway of transferring away from
18 A. That'sright. 18 that program and moving away from that
19 JOHNSON, Q.C:: 19 liability. I’m also aware that, for example,
20 Q. Andto your knowledge, theinformation we're 20 othersin our group, like Newfoundland Power,
21 seeing here, isthat still valid, in terms of 21 till offer that.
22 what Newfoundland Power, New Brunswick Power 22 JOHNSON, Q.C.:
23 and Nova Scotia and Maritime Electric offered 23 Q. Yes. Andhow about Nova Scotia Power and
24 for new hires? 24 Maritime Electric, do they offer these?
25 MR.ROBERTS: 25 (12:00 p.m.)
Page 118 Page 120
1 A Yes | think that’s consistent with what | 1 MR. ROBERTS:
2 just shared with you in terms of Newfoundland 2 A. Nova Scotia Power | believe as well got out of
3 Power has many people on the defined benefit 3 the retirement allowancein 2007. | can't
4 plan, but going forward as of, | think it was 4 speak to Maritime Electric. | don’'t have
5 2004, they’re offering now asthat defined 5 factsin front of me on that.
6 contribution plan, the group RSP that you see 6 JOHNSON, Q.C.:
7 before you on that table. 7 Q. Okay. Would it be difficult to find out what
8 JOHNSON, Q.C.: 8 Maritime Electric does?
9 Q. Yes 9 MR. ROBERTS:
10 MR. ROBERTS: 10 A. Wdl, I couldinquire | suppose by calling
11 A. New Brunswick Power, they just recently, in 11 Maritime Electric and asking.
12 the last couple of years, redefined their 12 JOHNSON, Q.C.:
13 defined benefit pension planto moreof a 13 Q. Okay. Couldyou undertaketo dothat and
14 shared risk model. And Nova Scotia Power, as 14 advise us?
15 | just said, they’re in a defined contribution 15 MR. ROBERTS:
16 plan -- their union was in adefined benefit 16 A. Surecan.
17 planand | believe most recently in their 17 JOHNSON, Q.C.:
18 contract negotiations in the last year or so, 18 Q. Thank you. And -
19 they may be negotiating that as well, and they 19 MS. GLYNN:
20 may have completed that, and | would rely on 20 Q. Noted on the record.
21 my team to advise me when that -- when and if 21 JOHNSON, Q.C.:
22 that change ismade the next time we're 22 Q. Okay. Andin termsof thecostsof these
23 discussing our pension plan. 23 retiring allowances, customers rates obviously
24 JOHNSON, Q.C.: 24 bear the cost of those, right?

25 MR. ROBERTS:
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Page 121 Page 123
1 A. If you'reasking me doesthe, | guessroughly 1 JOHNSON, Q.C.:
2 100 to 125, $130,000 a year that we might pay 2 Q. lguessyou'd beawareas Vice-President of
3 outin retirement allowance impact therate 3 Human Relations -- Resources, sorry, that the
4 payer, | would say very minimally, but yes, it 4 Federal Government has also moved to eliminate
5 would be into the rate base. So at least than 5 such benefits from RcMP, Canadian Forces and
6 aquarter percent of apayroll cost, but it 6 non-union people in core public
7 would be there. 7 administration? Are you aware of that as
8 JOHNSON, Q.C.: 8 well?
9 Q. What did you say the amount was per year? 9 MR. ROBERTS:
10 MR. ROBERTS: 10 A. Ifyousayit, | believeit. | don't look to
11 A. I'mestimating off the top of my head now, but 11 those to be industry comparators, but -
12 | think it would be in the magnitude of 130 or 12 JOHNSON, Q.C.:
13 $140,000 a year perhaps in paying out that 13 Q. Butthere'satrend.
14 benefit to employees whom have retired from 14 MR. ROBERTS:
15 the company. | should clarify that aswell 15 A. -if yousay so.
16 because while people are earning and getting 16 JOHNSON, Q.C.:
17 entitled to it, they only get that benefit and 17 Q. Thereseems tobe atrend going that way.
18 get that payout if they actually retire from 18 Like New Brunswick’sdone it. The Federal
19 Newfoundland and Labrador Hydro. So that 19 Government has done it, right?
20 means that they’ ve become eligible to go onto 20 MR. MCDONALD:
21 the pension plan. Otherwise, if they work 21 A. Theonly observation I’d make is that well, we
22 with the company for 20 years and |leave, they 22 don’'t know. Sowe don’'t know that to be the
23 get nothing. 23 case, but as happened in New Brunswick Power,
24 JOHNSON, Q.C.: 24 where obviously there was an arrangement made
25 Q. Right. Just on the amount, could you turn to 25 to compensate for that loss of benefit. We
Page 122 Page 124
1 CA-NLH-244, Revision 1? This asked for each 1 don’'t know what has transpired with the RCMP
2 of union and non-union employees, please state 2 or these other organizations that you've
3 the amounts paid or forecast by way of 3 talked about, so we wouldn't know, for
4 retirement allowances, and thiswas updated 4 example, whether there was an offset of any
5 December 31st. 5 kind built into what happened.
6 MR. ROBERTS: 6 JOHNSON, Q.C.:
7 A. Yes, okay. 7 Q. If youcould go to CcA-247? The question I’ ve
8 JOHNSON, Q.C.: 8 asked that you confirm that the Government of
9 Q. Soit'smuch higher than 100,000, isn'tit? 9 Canada s Economic Action Plan 2012 tabled by
10 Isn't it a total in 2014 forecast of 1.1 10 then late Minister O’ Flaherty said that the
11 million and in 2015 of 1.4 million? 11 Government is taking action to bring Federal
12 MR. ROBERTS: 12 Public Service compensation in line with that
13 A. Yes, s0 | would have mis-spoke. | apologize 13 of other public and private sector employees,
14 for that. Likel said, without havingthe 14 including the elimination of the accumulation
15 datain front of me, | didn’t think it was 15 of severance for voluntary resignation and
16 that large number, but again, those types of 16 retirement, et cetera. Areyou familiar with
17 number would represent less than one percent 17 that reply?
18 of payroll, but to your point, you know, again 18 MR. ROBERTS:
19 | would say that it’s an important part of our 19 A. | haven't readthat Action Plan, if that's
20 compensation in terms of our retention 20 what you' re asking.
21 strategy for employees and consistent with, 21 JOHNSON, Q.C.:
22 again, some of the other utilities past 22 Q. Butcanyou confirm though that they didin
23 practice and still consistent with practice of 23 fact eliminate the accumulation of severance
24 our utility in our own backyard, Newfoundland 24 benefits for those groups?
25 Power. 25 MR. ROBERTS:
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Page 125 Page 127
1 A. Isit written hereor isitwritten inthe 1 CLRA Construction Labour Relations
2 report? 2 Association. There' safootnote humber one
3 JOHNSON, Q.C.: 3 that says their hourly rates are gross hourly
4 Q. ldon't know. Maybewhat we'll doisif you 4 rates, including allowances for vacation,
5 could -- you don’t have to do it now, but if 5 holidays, pension, insurance, training, et
6 you could read the report and undertake to let 6 cetera. And I’m wondering -- and we're not --
7 us know that you can confirm what was put to 7 wedon’'t seethe Newfoundland Hydro or the
8 you in that question? 8 Atlantic Utility average rates with that
9 MR. ROBERTS: 9 included obviously. I’'m wondering is it
10 A. I'll say this. If that’swhat you read in the 10 possible to show uswhat these graphs would
11 report, then | have no reason to believeit’'s 11 look like if you included al of the
12 not true. 12 allowances such as CLRA includesin their
13 JOHNSON, Q.C.: 13 gross hourly rate to be ableto compare the
14 Q. No,I'd--if I could, I'd like you to confirm 14 two?
15 that what itisis-- what |I've said in that 15 MR. MCDONALD:
16 question istrue. Could you undertake to do 16 A. I'll answer because | was involvedin the
17 that? 17 construction of this information.
18 MR. ROBERTS: 18 JOHNSON, Q.C.:
19 A. Wdl, what | would say to youis, again, I'm 19 Q. Yeah
20 questioning the relevancy because while it 20 MR. MCDONALD:
21 might be a trend inside of the Federal 21 A. Theanswer to your question isyes.
22 Government and that might bea commitment. |22 JOHNSON, Q.C.:
23 We're going to look to what’s happeninginour {23 Q. Okay.
24 utility industry and mind that and take that 24 MR. MCDONALD:
25 into consideration as we go forward and 25 A. Thereason we vefootnoted inthat way and

Page 126

Page 128

1 continue to monitor that. But we don’t know 1 showed the rate as a gross hourly rate is that

2 again what some of these other jurisdictions 2 that’ s typically how you would find the rates
3 might be doing in the way of adding benefits 3 quoted in construction. Same thing in Western
4 that we might not be adding. 4 Canada. What you don’t see obvioudly in the
5 JOHNSON, Q.C.: 5 hydro rates are the same build up, you know,
6 Q. Andjust to beclear, I'mnot necessarily 6 interms of theadditional value of those

7 advocating that they go, but I'mtrying to 7 additional benefits. So it can be provided,

8 point out that these things have value and 8 but one of therationales for showing the

9 others are not offering it, so just to 9 gross hourly ratefor constructionis that

10 clarify. 10 from a competitiveness standpoint, | guess,
11 MR. ROBERTS: 11 part of our experience has been that people
12 A. | wouldn't dispute that point, that they have 12 who are attracted to construction and to the
13 value and others don’t offer them. 13 extent that construction might take people
14 JOHNSON, Q.C.: 14 away, they won't necessarily think in terms of
15 Q. Okay. If you could goto Chart 2.3 at page 15 the net hourly rate. They will look at the

16 2.29 of your evidence? 16 gross hourly rate and what’ s available to them
17 MS. GRAY: 17 in their pay packet. So that’'swhy it's

18 Q. Sorry, Mr. Johnson, if you could assist with a 18 presented that way and then footnoted to note
19 page reference, if you had a page reference? 19 that it doesn’'t include those-- it does
20 JOHNSON, Q.C.: 20 include those fold-in benefits. Hydro' s rates
21 Q. I'm sorry, 2.29. There's -- this chart 21 don't.
22 compares Hydro with other industry and 22 JOHNSON, Q.C.:
23 construction 2013 hourly rates and the reason 23 Q. Okay. And maybeif you could undertake to
24 I’'mfocusing onthis alittle bitis that 24 provide a re-representation of Chart 2.3
25 there'sa footnote there pertaining to the 25 except using 2014 and 2015 hourly rates, test
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Page 129 Page 131
1 year rates? Would that be okay? Can you 1 JOHNSON, Q.C.:
2 undertake to provide this chart but except -- 2 Q. Yeah, and builditin and show it graphically.
3 instead of using 2013 hourly rates use a chart 3 MR. YOUNG:
4 for 2014 and achart for 2015, buildingin 4 Q. Okay. Yeah, thank you.
5 those things to the Hydro rates? 5 JOHNSON, Q.C.:
6 MR. MCDONALD: 6 Q. Thank you. You makethe point further up on
7 A. For al of the importers and sectors 7 2.29 -
8 represented on that chart? 8 MS. GLYNN:
9 JOHNSON, Q.C.: 9 Q. Tom, just goingtointerrupt to notethat on
10 Q. Wadl, I mean, | thought that you could 10 the record as an undertaking.
11 represent graphically what the Hydro line 11 JOHNSON, Q.C.:
12 would look likeif it included the allowances 12 Q. Okay. I'll passon for the moment and move to
13 for the thingsthat the CLRA gross wage 13 another matter. Mr. Roberts, you mentioned
14 includes. | thought you said you could do 14 yesterday in your testimony that the hourly
15 that. Did | misunderstand? 15 rates for aline worker in 2015 at Hydro were
16 MR. MCDONALD: 16 38.17, Newfoundland Power was 39.10 and the
17 A. No,what | stated was isthat the value of 17 Atlantic Canada average was 38.42. Could you
18 those additional benefitsis not reflected in 18 --and| takeit that this--if you could
19 the hourly rate. 19 turn to ca-3s8 for asecond? This RFI asked
20 JOHNSON, Q.C.: 20 to file acomparison of hourly rates for 2015
21 Q. Yeah, just for Hydronow, that’swhat I'm 21 as soon as same becomes available, and at that
22 talking about, right. 22 point, you were not able, as | understood it,
23 MR. MCDONALD: 23 to report because you didn’'t have all of the
24 A. No, | understand. | was just stating, 24 datafrom the Atlantic Canada utilities. Is
25 restating what | thought | said was. They’re 25 that right?
Page 130 Page 132
1 not reflected in the Hydro hourly rates. | 1 MR. ROBERTS:
2 think that could be done. 1t wouldn’t happen 2 A. Well, wewouldn't have had the databecause
3 overnight. | mean, this involves going back 3 those collective bargaining agreements hadn’t
4 and some work at calculating and presenting 4 been finalized. They’ ve subsequently been
5 the right accurate fair value of those 5 finalized.
6 benefits. 6 JOHNSON, Q.C.:
7 JOHNSON, Q.C.: 7 Q. Okay. So if youjust scroll downfor a
8 Q. Right, okay. If you coulddo that and that 8 second, we see Hydro versus other industry and
9 would be much appreciated. 9 construction hourly rates, and I’m wondering
10 MR. CASS: 10 now with the latest information you have --
11 Q. If I might just observe, Mr. Chair, thisagain 11 because | think you were waiting on
12 isatype of thing that could have been asked 12 Newfoundland Power collective bargaining to
13 inan RFI wherethere would have been more 13 end, right?
14 time to put the answer together, but we'll do 14 MR. ROBERTS:
15 it as quickly as can be done in the 15 A. Wdl, wewould have been wanting to make sure
16 circumstances. 16 we had enough people to put into the average.
17 MR. YOUNG: 17 I’'mnot sure if it was Newfoundland Power
18 Q. Andjust -- sorry, Mr. Chair, for chimingin 18 actually or if it was Nova Scotia Power or
19 here, but 1’m just curious to make surewe 19 maybe even New Brunswick Power, because | know
20 understand. There stwo elements here? One 20 the timeframe in which they actually completed
21 is the updating and the other isthe sort of 21 Newfoundland Power, but I'm not as sure off
22 realignment with relation to the other costs? 22 the top of my head when Nova Scotia and/or New
23 Isthat right? So you want it for 2014 and 23 Brunswick might have finished theirs, but that
24 '15, right, and the other point isthe point 24 would have been what we were waiting on to get
25 that you’'ve just discussed with Mr. McDonald? |25 an average.
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Page 133 Page 135
1 JOHNSON, Q.C.: 1 JOHNSON, Q.C.:
2 Q. Okay. So- 2 Q. That's not something that you track?
3 MR. ROBERTS: 3 MR. ROBERTS:
4 A. And sowe have since then. 4 A. No, asl’veexplained already, when we go out
5 JOHNSON, Q.C.: 5 - because to explain the difference between
6 Q. Soyou could now populate this graph for us? 6 union and non-union, the union environment
7 MR. ROBERTS: 7 things are much more easily accessible.
8 A. | could updatethe Atlantic Canada utility 8 JOHNSON, Q.C.:
9 average for the 2015, yes. 9 Q. Right.
10 JOHNSON, Q.C.: 10 MR. ROBERTS:
11 Q. Okay. And]I takeit -- would it be difficult 11 A. You have union contracts that are made public,
12 to just add another column just showing 12 so you can do direct comparisons. In the non-
13 Newfoundland Power, sowe got a home-based |13 union context things aren’t as transparent in
14 example? Could you do that? 14 terms of someof the others having that
15 MR. ROBERTS: 15 information easily accessible, and soas a
16 A. Yes, wecould. 16 result of that, that’swhy we would engage,
17 JOHNSON, Q.C.: 17 for example, Mercer Consulting, to comein and
18 Q. Okay, thank you. 18 dothat analysisfor usunder the auspices
19 MS. GLYNN: 19 that they cangoin and haveal that data
20 Q. Again, noted as an undertaking. 20 collected and till remain some level of
21 JOHNSON, Q.C.: 21 confidentiality, if youwill. So | would not
22 Q. Thank you very much. If you could turn to CA- 22 be able to tell you what other utilities have
23 234. 23 - how they have specifically escalated, to
24 MS.GRAY: 24 answer that question.
25 Q. Revision 1, Mr. Johnson, or - 25 JOHNSON, Q.C.:
Page 134 Page 136
1 JOHNSON, Q.C.: 1 Q. Howdoyou al geta senseor - because, |
2 Q. Pardon me? 2 think, as was explained yesterday, you guys
3 MS.GRAY: 3 are providing the salary, the wages, you've
4 Q. Revison1? 4 indicated the FTE is something that’s coming
5 JOHNSON, Q.C.: 5 from Hydro. So thisis your area, and what’'s
6 Q. Yes, that would betheone. Originally the 6 your - can we put this56.9 percentin a
7 question was further to the Board's question 7 perspective interms of saying, you know,
8 in PUB-028, and in this question we asked for 8 well, this ishow - you know, 56.9 percent
9 Hydro to state the cumulative increase given 9 obviously lookslike alarge number, andis
10 to non-union positions over the period 10 there something that you can provideto give
11 2007/2012, and in this revised response filed 11 us perspective on that number over that period
12 March 24th, it wasindicated that the total 12 of time?
13 cumulative increase for non-union positions 13 MR. ROBERTS:
14 from 07 to 2015 forecast was 56.9 percent, 14 A. Canyou be more descriptive interms of what
15 with the average increase each year over this 15 exactly you' d be looking for?
16 period being 6.3 percent, and | wonder, given 16 JOHNSON, Q.C.:
17 that we are trying to get asense of what’s 17 Q. Wdl, I guess, what I'm asking is do you have
18 happening in the rest of Atlantic Canadain 18 aframe of referencetotell us- this56.9
19 the utility scene, are you able to provide to 19 percent is obviously a high figure, right, and
20 uswhat has been theincreasesyear by year 20 | guess, what I'm trying to get at, not well
21 and cumulatively for non-union for these other 21 it appears, isif you could pointto some
22 utilities? 22 other areawhere wages have grown that high
23 (12:15 p.m.) 23 over that period of time because | know it's
24 MR. ROBERTS: 24 not inflation, we can’t ook to inflation, it
25 A. No, | would not be able to do that. 25 exceeds inflation because the annual increases

Discoveries Unlimited Inc., Ph: (709)437-5028

Page 133 - Page 136




September 17, 2015

Multi-Page™

Page 137 Page 139

1 over that period, asset outin 234 is6.3 1 percent, don't hold me to the number

2 percent? 2 precisely. Then the cumulative increasein

3 MR. MCDONALD: 3 the average wage index in this province over

4 A. Thereis additional context, to answer your 4 that same period of time was around 36

5 guestion, that we can provide and | can think 5 percent. The cumulative increase in the rates

6 of three ways of doing that. First of all, my 6 for heavy, civil, and engineering construction

7 understanding of that number, you can really 7 was 60 percent or in excess of that number. So

8 break it down into three or four categories 8 theseareall - that’s some context that we

9 that contribute to that overall percentage. 9 can supply for that number.

10 One would be what we call our economic 10 JOHNSON, Q.C.:

11 adjustments, you know, so these would be 11 Q. Andthese documents, | guess, these arein-

12 general salary scale adjustmentsto all our 12 documents that you're referring to?

13 salary scales, economic adjustments. Then 13 MR. MCDONALD:

14 what has also contributed to that are the 14 A. I’'mnot sure we've broken it down that way in

15 market adjustments that we negotiated with our |15 any of the responses we provided to RFIs, and

16 union personnel. So we did market adjustments |16 | can't recall that the two references | made

17 between 2007 and 2009, and then againin 2010. |17 to the average wage index and the construction

18 Number three, there would be people who areon |18 industry index areindicated in evidence or

19 their salary scales, but not yet at the job 19 RFI responses either, but -

20 rate, which is the top of the scale, whichis 20 JOHNSON, Q.C.:

21 the rate we use for comparative purposes, but 21 Q. I think it would be useful to have by way of

22 very often people comein below the job rate, 22 an undertaking. | don't think they’re here.

23 so we alow them obviously to progress to the 23 MR. MCDONALD:

24 job rate over a period of four to five years, 24 A. Mikejust corrected me, at least with respect

25 let’s say. Depending on where the comein, it 25 to the construction industry reference, so if
Page 138 Page 140

1 could be a shorter period of time. So each 1 you look at page 1.25 in our evidence, Section

2 year then there will be some additional cost 2 1.3.4, there’ sareference in the last part of

3 of salaries associated with progression on 3 the paragraph there, thelast two sentences

4 scale, inaddition to the normal economic 4 refer to Chart 1.11, and refer to that

5 adjustment that everybody gets. The number 5 cumulative increase in wages in the

6 four, andthis will bea small category, 6 construction industry of 60 percent, and Chart

7 inside our salary administration matrix that 7 1.11 must follow that, | would assume.

8 Mr. Roberts has described, we do allow for a 8 MR. ROBERTS:

9 small amount of merit for people who are rated 9 A. Andthe average weekly earningsone can be
10 through our performance review process as 10 found on the Government of Newfoundland and
11 either exceeding expectations or exceptional 11 Labrador’ s website.

12 performance. So that’swhat comprises that 12 JOHNSON, Q.C.:

13 full number there. The two other references 13 Q. Perhaps you should file that as an

14 points, | guess, I'd mention for context would 14 undertaking.

15 beif youlook atthe economic adjustments 15 MR. ROBERTS:

16 piece of that, if | remember correctly, and | 16 A. Noproblem.

17 don’'t know if it's showing the table there - 17 MS. GLYNN:

18 maybe if you could just scroll down there, 18 Q. Duly noted on the record.

19 Jen, if youwouldn’t mind. | don't think it 19 JOHNSON, Q.C.:

20 is, so it may be somewhere else, but what we 20 Q. Now I think there was a point that was madein
21 know isthat the cumulative increase inthe 21 Hydro's evidence that - thisisin discussion

22 average wage index in this province over the 22 around the cLRA wagethat we spoke about a
23 same period that we' re comparing here, so for 23 second ago, 2.29.

24 thetotal cumulative amount of our economic 24 MR. MCDONALD:

25 adjustments over that period was around 37 25 A. Mr. Johnson, Mike and| werejust talking
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Page 141 Page 143

1 here. We're back to that figure of 59 percent, 1 construction electrician, as you probably

2 | think, and we will check to verify that 2 know, so there' sa question of immediate

3 inside of that cumulative increase in the cost 3 transferability as well in terms of moving one

4 of salaries and wagesis new FTEs aswell, but 4 way or the other both ways, but mainly, |

5 | need to check and confirm that. So that 5 think, it'sa question of people will make a

6 would be in addition to the other four salary 6 choice as to whether they want to leave an

7 escaation driversthat | talked about. We 7 industrial environment, a regular stable

8 will check and confirm. 8 working environment, regular stable hours of

9 JOHNSON, Q.C.: 9 work, you know, and all that that brings with
10 Q. Bear with me, Mr. Chairman, | just need to 10 it, versus working in the construction
11 look up an RFI. Could you bring up 234, CA- 11 industry and chasing higher rates associated
12 234. Just scroll up, if you would. Does this 12 withit. There' sa certain percentage of
13 response assist you in coming to answer what 13 people that will. So for that reason mainly,

14 the 56.9 percent is actually comprised of? 14 and some others, | don't think any one of us

15 MR. ROBERTS: 15 in the utility industry or an industry

16 A. Sir,| may have misled Mr. McDonald. I'mnot |16 generally would view it as being necessary to

17 100 percent sure. 1t would appear that that 17 fully match the construction industry rates

18 was pure for the reasons that he gave. | may 18 from arecruitment and retention standpoint,

19 have confused the matter by thinking that 19 it'sjust not necessary. Mr. Johnson, can |

20 there was extra percentage increase to do with 20 make another point? | apologize for this, by

21 FTE, so | apologize if that were the case, but 21 the way, back to Chart 2.3. Aswe were

22 I’ll double check it anyway just to make sure. 22 talking later, | was reflecting on the point

23 JOHNSON, Q.C.: 23 we were talking about with respect to what's

24 Q. Andifl could just bring your attention to 24 included in construction and project rates

25 page 2.29 of the Application, and scroll up, 25 here versus Newfoundland Power, and
Page 142 Page 144

1 if youwould. Atline7, it indicatesthat 1 Newfoundland Hydro, for example, and North

2 Chart 2.3 presents a comparison of 2013 rates 2 Atlantic Refining. | mentioned one reason to

3 between Hydro, the average across Atlantic 3 you why we showed the construction industry

4 Canada electric utilities, and the provincial 4 rates as totally folded in, the thing | wanted

5 construction rates, using Electrical A and 5 to point out isthat another reason was that

6 Mechanical A asreference points, and then it 6 the rates from Newfoundland and Labrador

7 says, "While it isnot necessary to fully 7 Hydro, asthey would for Newfoundland Power,

8 match the construction ratesin order to be 8 would have the value of vacation, holidays,

9 competitive, it isimperative that the company 9 and pension contributions made by employees
10 wagerates arein reasonable proximity from 10 and the insurance contributions by employees
11 recruitment and retention standpoint”, and, | 11 into the rate that you see there, if you see
12 guess, why did you highlight that there was no 12 what I’ m getting at.

13 need to full match the construction rates to 13 JOHNSON, Q.C.:

14 be competitive? 14 Q. Okay.

15 MR. MCDONALD: 15 MR. MCDONALD:

16  A. | don'tthink that you can assume that anybody 16 A. Soif wetried to do acomparison by building
17 who’'sin amechanical or electrical trade as 17 up the Hydro rates, we'renot goingto be
18 an industrial mechanic millwright, or an 18 building them up by very much, if anything, to
19 industrial electrician, would be, first of 19 directly compare against the construction
20 al, interested inworkingin construction, 20 industry rates because they’'re aready

21 which isa different industry that’s more 21 involved in the value of the salary and wages
22 cyclical and seasonal, and it’ sjust different 22 that we've paid the people. Doyou see my
23 work, and plus, you know, even though they’'re |23 point?

24 actually certified asdifferent trades, you 24 JOHNSON, Q.C.:

25 know, industrial €lectrician versus 25 Q. Yes
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1 MR. MCDONALD: 1 A. Certainly has an appropriate weight to it, no
2 A Yeah 2 question safety hasafocus put on it, but
3 JOHNSON, Q.C.: 3 when 1I'd look at other matrix in there,
4 Q. Findly, I'dlike toturnto incentive pay, 4 they’'re not specifically referred to as
5 and for this if 1 could bring you to 5 reliability performance indicators, | can see
6 Undertaking 2. 6 thingsin both Part A and Part B as they
7 MS.GRAY: 7 relate to Mr. Henderson that are directly
8 Q. 2013, Mr. Johnson? 8 relevant and related to providing, you know,
9 (12:30 p.m.) 9 reliable system performance. So there’sno
10 JOHNSON, Q.C.: 10 question in my mind that, for example, asset
11 Q. 2014, if | could. Now thishappensto be Mr. 11 management there is a key performance
12 Henderson’ s performance contract, but there's 12 indicator in Part A, and project execution is
13 acoupleof pointsl’dliketo discusswith 13 aswell. Those two, in particular, in my
14 you. | notice that as regards safety first of 14 view, have adirect bearing on Newfoundland
15 al onthe Part A Corporate KPis, 20 percent 15 and Labrador Hydro and its performance with
16 of the 30 percent, isthat the way we should 16 respect to system reliability. Project
17 view it? 17 execution isall about, you know, executing a
18 MR. MCDONALD: 18 growing capital program on time and on budget,
19 A. That'scorrect. 19 and from a quality perspective as well, and
20 JOHNSON, Q.C.: 20 the lion’s share of that capital programis
21 Q. Okay, andthen if you'll turn over againto 21 obviously Hydro. Asset management, any work
22 the more divisiona targets, we see safety 22 that’ s donein that area, obviously, will have
23 again showing up under two categories. Oneis 23 a bearing on Hydro for an asset management and
24 regulated ops of Hydro and non-regulated 24 maintenance perspective. And then similarly
25 Exploits Menihek, 14.29 percent, and then 25 downin Part B, | think, there are other key
Page 146 Page 148
1 there' s another category under safety called 1 performance indicators there aswell that -
2 "Felt Leadership”, 14.29 percent, and the 2 there are several actually that - I'm just
3 amount on safety, and don’t get me wrong, 3 looking at thisfor thefirst timein awhile,
4 safety isvery, very important, but just to 4 but 1 see reliability, forced outages,
5 get your comments on therelative weight of 5 generation contingency reserve requirements,
6 safety versus thingsthat go to controlling 6 operation and maintenance plan for winter
7 costs, or versus things that concern 7 readiness, capital budget project completion,
8 reliability performance indicators, can | get 8 complete line of business, asset management
9 you to comment because Hydro is in the 9 initiatives - scroll down there further,
10 business of providing safe, reliable 10 Jenny, and al other Hydro corporate plan, so
11 electricity, that’ s their core mandate, and at 11 that’ s less specific, that’s more general, but
12 least cost, and | tend to see quite an 12 the ones that | just mentioned, you know,
13 emphasiswhen it comesto incentives on the 13 really do connect to Rob and hisrole and
14 safety and not so much on those other 14 reliability for the corporation, | really do,
15 headings. Can | get you to comment on that? 15 and if you added those up, | think,
16 MR. MCDONALD: 16 cumulatively they come to theright kind of
17 A. Canwe just goup toPart A therefor a 17 weight, | think, inside his performance
18 second, Jenny. | think you refer to financia 18 contract.
19 performance, so | think you seeindicatorsin 19 JOHNSON, Q.C.:
20 both Pat A and Part B, but Part B 20 Q. And there's nothing here on customer
21 specifically asit would relate to performance 21 satisfaction, | don’'t think. Did you notice
22 from aline of business perspective - 22 that? | don't believe so.
23 JOHNSON, Q.C.: 23 MR. MCDONALD:
24 Q. Right. 24 A. Sothere’s- | don't know what’sin that last
25 MR. MCDONALD: 25 catchall indicator, "all other Hydro corporate
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1 plan initiatives, completion”. He's inthe 1 MR. COXWORTHY:
2 best position probably to address that. 2 Q. Thank you, Mr. Chair.
3 JOHNSON, Q.C.: 3 MR. MICHAEL ROBERTS - CROSS-EXAMINATION BY MR. PAUL
4 Q. Okay. 4 COXWORTHY:
5 MR. MCDONALD: 5 MR. GERARD MCDONALD - CROSS-EXAMINATION BY MR. PAUL
6 A. But 'mnot sure what would be in that. 6 COXWORTHY:
7 That’sintended to catch everything else that 7 MR. COXWORTHY:
8 might beinside his Hydro corporate plan for 8 Q. Mr. McDonad, Mr. Roberts, Paul Coxworthy, my
9 the coming year, number one, and number two, 9 colleague, Dean -
10 what we're not seeing here necessarily are 10 MR. PORTER:
11 performance indicators that have been built 11 Q. Happenstomeall thetime.
12 into performance contracts for his subordinate 12 MR. COXWORTHY:
13 reports, and theirs aswell in the system. 13 Q. Thank you, Mr. Porter, for the industrial
14 JOHNSON, Q.C.: 14 customer group.
15 Q. How about - you know, we've spent agood bit |15 cHAIRMAN:
16 of last two days talking about a controllable 16 Q. Youhaven't even got the excuse of age.
17 cost item, and thereis- get your sense of 17 MR. COXWORTHY:
18 how much emphasis you seein these targets, 18 Q. I'molderthan| look. I'd like to start with
19 either corporate or on adivisional level, as 19 the Newfoundland and Labrador Hydro witness
20 regards incenting people to control costs, 20 topic list that was filed on August 28, 2015,
21 those costs that management can exercise 21 if that could be brought up.
22 control over? 22 MR HAYES:
23 MR. MCDONALD: 23 Q. August 28th correspondence, Jen.
24  A. Thereare twothings, | guess, two ways of 24 MR. COXWORTHY:
25 looking at how we measure performance, so 25 Q. Thank you.
Page 150 Page 152
1 there are other performance contracts that 1 (12:40 p.m.)
2 individuals have, including Mr. Henderson, and 2 (RECESS)
3 there are- | referred to two aspects, | 3 (12242 p.m.)
4 guess, that relate to financial performance, 4 MR. COXWORTHY:
5 bothin Part B and Part A, so | think - 5 Q. Mr.McDonad, Mr. Roberts, you'll have on the
6 obvioudly, they’re there and assist in 6 screen therein front of you the GRA witness
7 incenting Mr. Henderson, in this case, around, 7 topic list. So your panel has been called to
8 you know, financial management and maintaining | 8 give evidence to the Board on corporate
9 the budget. | can assure you that beyond that 9 structure, and then on a number of other items
10 on amonthly basis when Hydro's performanceis |10 which I'd characterize, and 1’d ask you to
11 reviewed at their regular monthly meetings, 11 correct meif you think wrongly, as the human
12 and Nalcor aswell becauseit al flowsupin 12 resources piece of your respective functions,
13 terms of the financial performance of Nalcor’s 13 and corporate structure really goes to
14 variouslines of business, that performance 14 primarily the organizational effectiveness
15 relative to budget is something that's 15 part of your function, would you agree with
16 discussed and watched very, very closely, and 16 that?
17 Mr. Henderson would certainly feel that 17 MR. MCDONALD:
18 accountability. 18 A. Yes, | would say, OE and HR tend to be highly
19 JOHNSON, Q.C.: 19 related, but, | mean -
20 Q. Thank you, panel. Mr. Chairman, 20 MR. COXWORTHY:
21 Commissioners, subject to anything that arises 21 Q. Okay fair enough. | shouldn’t be drawing any
22 further to what we talked about this morning, 22 sharp distinctions between the two?
23 I’m complete with the panel. 23 MR. MCDONALD:
24 CHAIRMAN: 24 A. No, no, please.
25 Q. Okay.You'reon,sir. 25 MR. COXWORTHY:
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1 Q. I'dliketo move onthen. It'spart of the 1 the best we could do.
2 same document, but it's the annotated issues 2 MR. COXWORTHY:
3 list that Newfoundland Hydro prepared in 3 Q So moving on then with respect to
4 relation to the issueslist of the Consumer 4 organizational effectiveness and the issues of
5 Advocate. | don't think it’s page numbered, 5 corporate structure that you' |l be testifying
6 but I think that - yes, absolutely, and | 6 or giving evidenceto, and that’snot just
7 don't think there’s a lot of disagreement 7 Hydro's corporate structure, isit, it aso
8 between the parties as to what the issues are. 8 includes Nalcor’ s corporate structure to the
9 How they should be resolvedisa different 9 extent that Hydro fitsinto and interacts with
10 matter, but as| go through thislist, there 10 the wider structure?
11 are only two items that were specificaly 11 MR. MCDONALD:
12 identified as being for your panel to respond 12 A. That'scorrect.
13 to, asyou may already be familiar with, and 13 (12:45 p.m.)
14 one of those was number 14, is the vacancy 14 MR. COXWORTHY:
15 factor properly applied, but the other is 55, 15 Q. If we couldturn to Hydro's evidence, page
16 and if Ms. Gray could turn to number 55. This 16 3.39, Section 3.7.3, the creation of the
17 isamixed panel policy, so | would understand 17 Nalcor entity.
18 that would have been primarily the evidence of 18 MS. GRAY:
19 Mr. Martin, but also yourselves with respect 19 Q. Sorry, Mr. Coxworthy, what page was that?
20 to management decision making in the matrix 20 MR. COXWORTHY:
21 organization, including the level of 21 Q. It'sat page 3.39, Section 3.7.3, the creation
22 participation in Hydro matters by the CEo, by 22 of the Nalcor entity. That’sit, absolutely,
23 Mr. Martin himself. So you're aware of that 23 thank you. Mr. Young at the outset of your
24 and you would agree that your panel has been 24 evidence asked if you were adopting - confirm
25 called to give evidenceinrelation to that 25 that you were adopting the evidence for which
Page 154 Page 156
1 issue? 1 your panel was responsible for asfiled by
2 MR. MCDONALD: 2 Hydro. Would you confirm that thisis one of
3 A Yes 3 the areas of the evidence that you were
4 MR. COXWORTHY: 4 adopting, this Section 3.7.3in relation to
5 Q. Andthere sno one else being called to speak 5 the creation of the Nalcor entity?
6 to that issue? 6 MR. MCDONALD:
7 MR. MCDONALD: 7 A. Yes, | would.
8 A. Wadll, you know, | think what thiswas, was a 8 MR. COXWORTHY:
9 list indicating, you know, based on our best 9 Q. And his speaksto shared services, and there's
10 assessment coming into the hearings, who would |10 aso areferencein the third ling, line 18,
11 be available to address questionsrelated to 11 I’m sorry, to the matrix organizational model,
12 these topics, and as hearings evolve, | guess, 12 so | want to ask some questions about that.
13 you know, it might turn out that other people 13 If we could turn to Table 3.14, whichis- I'm
14 are identified as being appropriate witnesses. 14 sorry, | don’'t have a page number, but if you
15 MR. COXWORTHY: 15 scroll down in that section, it’s not too far.
16 Q. Sure, andas we gothrough my questions, 16 MR. HAYES:
17 perhaps you' |l be able to do that. 17 Q. 3432
18 MR. MCDONALD: 18 MR. COXWORTHY:
19 A. Possihly, yes. 19 Q. 3.14, sorry, Table 3.14. If you'll scroll up
20 MR. COXWORTHY: 20 alittle bit higher to the beginning, thank
21 Q. Sure 21 you. This isatableinrelation to inter-
22 MR. YOUNG: 22 company costs, so not charging in of employee
23 Q. Mr. Chair, perhaps | can chime inhere a 23 or leadership time, but actual expenses. What
24 little. I’'m scripted, | realize, but thisis 24 I would like to ask you, both of you, are you
25 not an exact science. It was dead-reckoning, 25 aware - isthere any similar template made
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1 available to Nalcor employees, either in 1 Q. Sure.
2 particular lines of business or Nalcor 2 MS.GLYNN:
3 employeesper se, that similarly gives any 3 Q. Noted as an undertaking.
4 guidance as to when a charge should be 4 MR. COXWORTHY:
5 alocated to another line of business, such as 5 Q. Thank you. I'd liketo now turnto the
6 Hydro, or when it should stay within Nalcor, 6 evidence of Mr. Martin on September 11th, is
7 or whether it should otherwise be docketed on 7 Ms. Gray could please bring that up, at page
8 your timesheet? 8 72. Atpage 72, line 15, and I don'tintend
9 MR. MCDONALD: 9 to read through it, but | posed a question to
10 A. Areyou talking about time charges now or 10 Mr. Martin inrelationto my sense that he
11 these things of things? 11 would be the Board’sonly window into the
12 MR. COXWORTHY: 12 Nalcor leadership contribution that’s charged
13 Q. I'maskingif there’ sanything similar to this 13 into Hydro, and there’ s been reference to PUB-
14 tablein relation to time charges, docketed 14 NLH-228in relation tothis, and when I'm
15 time? 15 talking about Nalcor leadership contribution
16 MR. MCDONALD: 16 charged into Hydro, I'mreally referring to
17 A. Notthat I'm aware of. Areyou? 17 that particular document, which you’ ve already
18 MR. COXWORTHY: 18 been referred to, and I’ m sure you' re familiar
19 Q. Mr. Roberts? 19 with, and if we could scroll on then to page
20 MR. ROBERTS: 20 73. Thank you, Ms. Gray. | asked Mr. Martin,
21 Q. Notthat I'm aware of either. 21 because he wasaso being presented to the
22 MR. COXWORTHY: 22 Board to provide evidence on this issue, some
23 Q. Sothere’sbeen no effort to develop asimilar 23 questionsin relation to PUB-NLH-228, and in
24 table to provide guidance? 24 relation, if one continues on page 73, down to
25 MR. MCDONALD: 25 line 14, "Hours and the associated dollars for
Page 158 Page 160
1 A. I'mnotaware of atable. | can’'t say for 1 the positions noted above have been restated
2 sure because | don't know whether any effort 2 to reflect the activity in 2014 actual, but
3 has been made to develop one. 3 arenot included in the 2015 test year", and
4 MR. COXWORTHY: 4 you spoketo thisissue at the outset. Mr.
5 Q. Ifyourenot awareof it, Mr. McDonald, or 5 Cass asked you some questions in relation to,
6 Mr. Roberts, | take it you're not aware 6 and perhaps now it would be helpful for the
7 either, who would be? 7 witnesses if | could ask Ms. Gray to bring up
8 MR. MCDONALD: 8 PUB-NLH-228. SO what | just read out there
9 A. People in our Finance Department, so the 9 from page 73 was footnote number 6 to
10 Finance Panel, if you want to address that 10 Attachment 1, and as| said, you were asked
11 specific question. 11 some questions by Mr. Cass about this, and |
12 MR. COXWORTHY: 12 understood your answers to be that you were
13 Q. May | ask for an undertaking for inquiries to 13 confirming that in relation to the 2015 test
14 be madeto the Finance Department to see if 14 year, that one should look to Revision 1 and
15 thereis such atemplate either in existence 15 Revision 2, asbeing the numbersthat were
16 or under development? 16 included in the 2015 test year, as opposed to
17 MR. CASS: 17 Revision 4?
18 Q. Sir, the Finance Panel will be coming up, and 18 MR. MCDONALD:
19 I would think it would be appropriate to put 19 A. Correct.
20 these questions to them. 20 MR. COXWORTHY:
21 MR. COXWORTHY: 21 Q. What | didn’'t understand from Mr. Cass's
22 Q. Certainly, but if it exists, Mr. Chair, it 22 question, though, was why, why has Hydro opted
23 would be nice to have the template before the 23 or decided that the Revision 1, Revision 2
24 Finance Panel is caled, | would think. 24 numbers are the appropriate onesto include in
25 CHAIRMAN: 25 the 2015 test year, and not Revision 4?
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1 MR. MCDONALD: 1 Q. Back when it wasfiled in November of 2014.
2 A. | think what | understood after | looked into 2 MR. MCDONALD:
3 thisisthat what we realized in retrospect is 3 A. Andcurrently.
4 that we had not filed numbersfor 2014 and 4 MR. COXWORTHY:
5 2015 that reflected our intention with respect 5 Q. Soisthat theonly reason why the Revision
6 to what would betherate base and the test 6 No. 2 number isbeing used or Revision No. 1
7 year for 2015. It wasclearly indicated in 7 for the 2015 test year?
8 Revision 1, | believe it was, because | don't 8 MR. MCDONALD:
9 think the original of 228 indicated any hours 9 A. That'sthereason, yeah.
10 for 2014 or 2015, and so Revision 1 did, and 10 MR. COXWORTHY:
11 so what I’ ve been advised iswhat I' m advising 11 Q. Mr. McDonald, at the outset of my questioning
12 you, iswhileit wasn't filed, it should have 12 | asked whether corporate structure from the
13 been, the intent is that the 1312 as indicated 13 evidence that you're going to be speaking to,
14 in 2012 was the intended number for 2015. 14 whether that wasn't just about Hydro but also
15 MR. COXWORTHY: 15 in relation to Nalcor to the extent that Hydro
16 Q. You say you had been advised, advised by whom? 16 fitsin within that wider Nalcor structure,
17 MR. MCDONALD: 17 and I'm conscious here, Mr. Chair, that I'm
18 A. By peoplein human resourcesand | would 18 revisiting an issue that the Consumer Advocate
19 expect they probably talked to people in 19 raised and that the Board hasruled on. | do
20 finance as well. 20 think | have a different question though,
21 MR. COXWORTHY: 21 although that maybe subject to interpretation,
22 Q. Wouldyou agreetheresult of that isthat 22 and that's the question of the distinction
23 what' s being included in the 2015 test year is 23 between time chargedin to the regulated
24 less than would be the caseif one used the 24 functions of Nalcor, Hydro, and time charged
25 Revision 4 numbers? 25 in by the Nalcor leadership group because
Page 162 Page 164
1 MR. MCDONALD: 1 that’s my focus again in relation to PUB-NLH-
2 A. Theimpact would be lessin what context? 2 228, charged into non-regulated divisions of
3 MR. COXWORTHY: 3 Nalcor, so that distinction. The Chair has
4 Q. Intermsof the number of hours being shown as 4 given aruling on that. The question | have
5 being charged into Hydro? 5 which | believeisa different question is--
6 MR. MCDONALD: 6 there' s evidence, | should say by apreamble
7 A. | think the hoursthat are shownin 2014 or 7 and it'scome from Mr. Martin, | think it's
8 2015 were--what we were showing thereis our 8 come from yourselves as well, that thereisa
9 forecast of the actual hours based on our best 9 lot of time spent by people inthe Nalcor
10 knowledge at the time. So that wasn't 10 leadership group whichis considered to be
11 intended though, in the meantime, to be our 11 timethat is to the benefit of all thelines
12 indication of the test year number for 2015 is 12 of business, including Hydro and that time
13 what | understand. 13 doesn't get charged into Hydro interms of
14 MR. COXWORTHY: 14 what’ s reflected in PUB-NLH-228.
15 Q. Andwhen welook--we'relooking at Revision4 |15 MR. MCDONALD:
16 here now, we can turn to Revision No. 1if 16 A. Right.
17 necessary, but isn't theresult of that the 17 MR. COXWORTHY:
18 2015 test year numbers, the numbers that are 18 Q. Soyou'reaware of that.
19 being used for the test year as charged into 19 MR. MCDONALD:
20 Hydro isa lower number thanif we used 20 A. That'swhat | testified, myself.
21 Revision 4? 21 MR. COXWORTHY:
22 MR. MCDONALD: 22 Q. Istherea docketing entry, and gentlemen |
23 A. It'salower number, but | think that’sthe 23 think you said you docket your time on
24 number that’ s been used in the application. 24 timesheets, for that type of work do you
25 MR. COXWORTHY: 25 designate on your timesheet thisisan all
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Page 165

Page 167

1 linesof business task and that'show I'm 1 it'sall accounted for.
2 going to docket it on my timesheet? 2 MR. COXWORTHY:
3 MR. MCDONALD: 3 Q. Sure. How doyou know what codeto use?
4 A. Ourtimesheetsare set up and identify work 4 Whereisit written down?
5 order codes, if you will, or codes that are 5 MR. MCDONALD:
6 associated with our lines of business and 6 . I think I’ ve answered that as well, but if my
7 different projects that we might potentially 7 time goesto Hydro, there’ s atime code there
8 charge our timeto, so | think the answer is 8 for the line of business "Hydro".
9 yes, you know, Hydro has one of those or it 9 MR. COXWORTHY:
10 could be more on one, depending on what’'s 10 Q. How do you know, your first day of work, what
11 going on, and the other linesof business 11 do you need, what are you provided withto
12 would aswell. So that’sthe guidance, you 12 know what codes do | allocate to what type of
13 know, that we use to charge our time. 13 work? Isthere adocument?
14 MR. COXWORTHY: 14 MR. ROBERTS:
15 A. Beforel continue on along that line, you just 15 A. Sol can speak for myself, | mean, so there's
16 said something about your timesheets having 16 lots of different time codes, obviously, so |
17 codes associated with them and perhapsit’s 17 don't havea full docket of all the time
18 not the same thing, but it brings me back to 18 codes, but you know, | have alist of adozen
19 my template question and undertaking in terms 19 or morethat | would use regularly and then if
20 of what those codes are, isthere alegend, 20 I’m asked to work on a particular project for
21 you know, isthe code AB and AB meanssuch and |21 aparticular line of business, I'll say, okay,
22 such? How are those codes documented? 22 | can do somework on that, but | need the
23 MR. MCDONALD: 23 time codein order to charge my time and
24 A. | think they’re self descriptive. 24 they’ll provide me with one. And so | have
25 MR. COXWORTHY: 25 onethat’s, atthe end of theday, Nalcor
Page 166 Page 168
1 Q. Okay, but isthere a document somewhere that, 1 admin., and so to answer your question | think
2 within Hydro, within Nalcor that we can see to 2 you posed to Mr. McDonald is that if I do
3 understand what those codes are? 3 something that | believe to be for the benefit
4 MR. MCDONALD: 4 of all companies, | would charge it to Nalcor
5 A. It would bethe finance group who would 5 admin.
6 maintain those codes, obviously, but as | 6 MR. COXWORTHY:
7 said, the codes that appear on timesheets that 7 Q. Sure and istherea list somewhere of all
8 we use are self descriptive. | mean, there's 8 these codes or isit changing all the time?
9 no trouble knowing what you're charging off 9 MR. ROBERTS:
10 what you're charging off to, in my view. 10 A. Wdl | would expect because as projects comes
11 MR. COXWORTHY: 11 and goes, work ordersand codeswill change,
12 Q. I guess what| would ask, would getting a 12 so | havealist in my desk drawer of adozen
13 copy, ablank copy of one of your timesheets 13 codesthat | regularly use and then from time
14 tell me whether, what the codes were in terms 14 totimeif I’'monto adifferent thing, I'll
15 of alocations of time to al lines of 15 go to finance to look for that particular one.
16 business verses allocation of timeto just 16 MR. COXWORTHY:
17 Hydro? If | had ablank copy of one of your 17 Q. So finance maintains a master list that
18 timesheets, would | be able to know what those 18 changes over time of those codes?
19 codes were? 19 MR. ROBERTS:
20 MR. MCDONALD: 20 . ' would expect that they’d havelist of al
21 Q. Youknow, I’'m not sure of the purpose of the 21 the codes you could charge time to.
22 question, | think, if | can say it thisway 22 MR. COXWORTHY:
23 and what | have already said isthat we all 23 Q. Andif youtell me "I’'mworking on project
24 use that timesheet process, we track our time, 24 "X", they'll sendyou the code, they’ll
25 werecord our time, we report our time and 25 communicate somehow the code that you should
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1 use? 1 MR. ROBERTS:
2 MR. ROBERTS: 2 A. Yes maybel’'m not doing a good job answering
3 A Wadlif I'mworking with a particular project 3 your question, but the same time code with a
4 manager inside of operations, I'll ask that 4 work order that I’m able to track in terms of
5 project manager the code, | won't necessarily 5 the hours | spent on that particular project.
6 go to finance. 6 MR. COXWORTHY:
7 MR. COXWORTHY: 7 Q. Couldl have an undertakingto produce your
8 Q. And do you know then when you get that 8 list of 12 commonly used codes?
9 information about the code whether that’s 9 MR. CASS:
10 Hydro, work that's going to be charged into 10 Q. Mr. Chair, redly I'mlost to understand how
11 Hydro as opposed to whether that’sgoingtobe |11 this malevolent detail about the codes or the
12 work that’s going to be charged to all lines 12 timesheets are going to be of useto the
13 of business? 13 Board, it perhaps satisfies some genera
14 MR. ROBERTS: 14 curiosity, but | don’'t understand what use the
15 A. So,asanexample, | would set up, | havea 15 Board would make of thisin its deliberations.
16 time code that | can charge Newfoundland and 16 MR. COXWORTHY:
17 Labrador Hydro and then | would set upawork {17 Q. Mr. Chair, I'm prepared to speak to that.
18 order for something, for example, like 18 CHAIRMAN:
19 collective bargaining and so when | enter in 19 Q. Sure
20 my timesheet that 1’m going to do some work 20 MR. COXWORTHY:
21 for collective bargaining, I’'ll enter in the 21 Q. Mr. Chair, thispanel has been called to give
22 Hydro time code, dlong with the work order 22 information with respect to the matrix
23 specific to bargaining. 23 organization. What that meansis that we have
24 MR. COXWORTHY: 24 officers within the non-regulated business who
25 Q. Sure, and collective bargaining, you probably 25 are charging in work into the regulated
Page 170 Page 172
1 know that code, you don’'t need to check with 1 business. We don’'t have any guidance at this
2 anybody to understand who it should be 2 point as to how they do that, other than the
3 dlocated to, isthat fair? 3 evidence that we' ve heard, viva voce evidence
4 MR. ROBERTS: 4 of Mr. Martin and now this panel. If thereis
5 A. That'scorrect. 5 some internal guidance that is given to these
6 MR. COXWORTHY: 6 gentlemen and gentlewomen about how to do
7 Q. Okay, but when you're doing work that’s going 7 this, | think that's information that’s
8 to be charged into Hydro, do you aways know 8 relevant to understand whether the time that’s
9 what code you should be using for that time or 9 being charged in under PUB-NLH-228, whether
10 do you have to check with somebody? 10 that’s reasonable, whether it’'s reasonably
11 MR. ROBERTS: 11 tracked and whether it’ s reasonable to charge
12 A. No, | would know. 12 it into Hydro.
13 MR. COXWORTHY: 13 CHAIRMAN:
14 Q. Youwould alwaysknow, it would be in that 14 Q. Andl think you're correct, so | think that
15 list of 12 that you commonly use? 15 should be provided unlessthere’'s vehement
16 MR. ROBERTS: 16 objection from Hydro, but | -
17 A. Soagain, | would have one set up for myself 17 MR. YOUNG:
18 for executive administration into Hydro, a 18 Q. No, the explanation Mr. Coxworthy just gaveis
19 one-time code for Hydro for general purposes. 19 generally accepted and understood. The
20 | would useawork order for more specific 20 question that Mr. Cass raised and the question
21 projects. 21 | had in my mind as | waslistening to the
22 MR. COXWORTHY: 22 discussion and to be fair to both Mr. McDonald
23 Q. Andthose more specific projects, they could 23 and Roberts and Mr. Coxworthy, | understand
24 be ones where time is going to be charged into 24 the answer and | was dumbfounded that the
25 Hydro specifically? 25 impression wasn't getting back and forth, but

Discoveries Unlimited Inc., Ph: (709)437-5028

Page 169 - Page 172




September 17, 2015

Multi-Page™

Page 173

1 it's probably because | work in the company. 1 A, lthink, I'll go back to my answer to Mr.
2 To answer the question, | think we can provide 2 O'Brien yesterday, he was asking pretty well
3 an undertaking with respect to the time codes 3 the same questions with respect to how that
4 that Mr. Roberts typically uses for Hydro. | 4 works and what | remember explaining was the
5 just don’t know how it's going to illuminate 5 codes that we're talking about clearly
6 anything. We can do that, but I thought the 6 indicate, you know, by line of business and
7 explanation provided a complete answer, but if 7 then if necessary work codes or work orders
8 Mr. Coxworthy would like to seethe codes, 8 associated with each of those lines of
9 just to see how it works - 9 business if necessary and appropriate, but if
10 VICE-CHAIR WHALEN: 10 it's clear to us that we've done work
11 Q. Itwasn't clear to me. 11 specifically for Hydro or for oil and gas or
12 MR. YOUNG: 12 for another line of business that’s uniquely
13 Q. Okay, and that was my concern, actually, 13 related to those lines of business, maybe it
14 that’swhy | raised thefact that it made 14 might be a subordinate work order number, but
15 total senseto me because | work in the 15 we know which line of businessitis, that's
16 company, but - 16 wherethetime ischarged. By default, any
17 CHAIRMAN: 17 time remaining isin to Nalcor administration,
18 Q. No, | think it would beinstructive, | mean, 18 that’ s the code we use.
19 there's, you know, we've heard evidence that 19 MR. COXWORTHY:
20 there might be some subjectivity here, | 20 Q. And | want toexplore what you mean by
21 guess, and | guess the codes may help resolve 21 "default” and perhaps it will helpto use
22 it, | don’t know, but | think it’s worthwhile. 22 specific examples at this point, again
23 MR. COXWORTHY: 23 referring to PUB-NLH-228 and looking at your
24 Q. Thank you, Mr. Chairman. You're not 24 time because it would have been your time at
25 vehemently opposed? 25 that time, correct meif I’'mwrong, to 2012
Page 174 Page 176
1 MR. YOUNG: 1 and 2013 that was before Mr. Roberts stepped
2 Q. No, no,itwasn't amatter of not being able 2 into your position.
3 to produce it, itwas just a matter of 3 MR. MCDONALD:
4 understanding what it was and essentially why 4 A Yes yes
5 it was required. 5 MR. COXWORTHY:
6 CHAIRMAN: 6 Q. Andthat is timethat hasbeen allocated,
7 Q. Yes 7 charged in specificaly to Hydro. Would it be
8 MS. GLYNN: 8 possibleto generate a number for 2012 and
9 Q. Soit’snoted on the record as an undertaking. 9 2013 for you from your docketed time for time
10 MR. COXWORTHY: 10 that was charged in for all lines of business
11 Q. Thank you. I think Mr. Y oung has articulated 11 work, if 1 cancal itthat, not something
12 what I’m looking for. So to go back to how | 12 specific to oil and gas, not something
13 started going down that rabbit hole, and 13 specific to CF(L)Co, I’'m not looking for that,
14 that’ stalking about whether you record on 14 but time that would have been docketed for all
15 your timesheets time that’s going to be 15 lines of businesswork, if | can call it that.
16 alocated across al the lines of business as 16 Would that be possible to generate?
17 opposed to being alocated or, in part or in 17 MR. MCDONALD:
18 whole, to just Hydro, and | think the answer 18 A. Itis possible becausethat’s part of the
19 isyes, there are some time codes under which 19 timesheet.
20 you would enter your time and that would be 20 MR. COXWORTHY:
21 docketed astime that is benefiting al across 21 Q. Againl would ask for an undertaking if we
22 the lines of business and is not to be charged 22 could have those numbers for 2012 and 2013 for
23 inwholeor in part to Hydro, am | rightin 23 Mr. McDonald.
24 that? 24 MR. CASS:
25 MR. MCDONALD: 25 Q. Mr. Chair, again | don’'t know where thisis
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Page 179

1 taking us. | believe Mr. Martin has said, Mr. 1 thanto try and proportion it out, so one

2 Raoberts has said, Mr. McDonald has said that 2 would have this general number with no ability

3 work done for multiple lines of business goes 3 to proportion it out to Hydro out of the other

4 into Nalcor. | don't know how useful it's 4 linesof business. | don't know what one

5 going to bethento produce this number that 5 could do with--I'll leave it at that.

6 goesinto Nalcor. Thisisadiscussion we've 6 MR. YOUNG:

7 aready had and | think the Board indicated a 7 Q. Perhaps, Mr. Chair, if | can add--not willing

8 desire to seegeneraly utility and non- 8 to leaveit at that. | think what Mr.

9 utility, but beyond that, | don't see where 9 Coxworthy might be seeking is, for example,
10 thisistaking us. 10 how much is given to Bull Arm, how muchisto
11 CHAIRMAN: 11 oil and gas, how much isto Churchill Falls,
12 Q. Mr. Coxworthy. 12 et cetera, asabreak out of the other parts
13 MR. COXWORTHY: 13 and | don't see-

14 Q. | have two substantial answers, we have 14 MR. COXWORTHY:

15 evidencethat the timethat isentered in 15 Q. I'mnot asking for that, Mr. Chair, | have to

16 under all lines of businessisin part time 16 say, I’m asking for the global figure for all

17 that is spent to benefit Hydro. In fact, the 17 lines of business entries.

18 point has been made emphatically that oh, 18 CHAIRMAN:

19 don’'t think that thisis all the time we spent 19 Q. Areyoufinished Mr. -

20 on Hydro as you see in PUB-NLH-228, this other 20 MR. COXWORTHY:

21 time that we spend across all lines of 21 Q. That wouldn’t includetimethat was charged

22 business, a lot of that isalso to Hydro's 22 into Bull Arm.

23 benefit. So | think to understand these 23 MR. YOUNG:

24 numbersif PUB-NLH-228, to test them for their 24 Q. Right,and sol think 1'm getting a better

25 reasonableness, it’s reasonable to ask for 25 understanding and yet I’'m still not sureif
Page 178 Page 180

1 that information. I’mnot asking to know 1 it's completely relevant, so | apologize for

2 specificaly what's allocated to oil and gas 2 the dialogue Mr. Coxworthy and | are having,

3 or other non-regulated, but thisistime that 3 Mr. Chair -

4 is spent in relation to the regulated utility. 4 CHAIRMAN:

5 The other thing| would say isthese time 5 Q. That'sall right.

6 entries have changed over time. It'snot as 6 MR. YOUNG:

7 if it's been 300 hours every year, it's been 7 Q. Ifit'snon Hydro, we can provide it and what

8 consistent and it is what it is. It 8 I’m not clear is whether the breakdown beyond

9 fluctuates, it'sgone up and down and to 9 non-Hydro that you would like to get, that you
10 understand why it’ s gone up and down, | think 10 think it would be useful, is it anything
11 itwould beuseful to know what that other 11 that’ s charged to a specific company or isit
12 measure isin terms of how much timewasbeing |12 just anything that’s non Hydro?

13 spent on the all lines of business work. 13 MR. COXWORTHY:

14 MR.CASS: 14 Q. Anything that's docketed as being all lines of
15 Q. Mr. Chair,if | might try to, one more time, 15 business of Nalcor time. So not specifically
16 first of al | think it’s clear this time that 16 charged in like this Hydro time to CF(L)Co,
17 ischarged to Nalcor for multiplelines of 17 I’m not looking for that. What 1’m looking
18 business, it’s not in the revenue requirement, 18 for isany timethat’ s docketed, I'll call it

19 it's not part of what the Board is considering 19 as Nalcor time, I'll call it Nalcor time.

20 in the revenue requirement. Second, to the 20 MR. O'BRIEN:

21 extent that it is recorded and Nalcor it’s for 21 Q. Ifl could, Mr. Chair, | think it was the

22 multiple lines of business, | think Mr. Martin 22 default position waswhat Mr. Coxworthy was
23 explained the reason for that isit would be 23 talking about.

24 very difficult to take that and proportion it 24 MR. COXWORTHY:

25 out and it's much simpler to do it to Nalcor 25 Q. Waell that’sright, absolutely.
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1 MR. YOUNG: 1 McDonald, still in PUB-NLH-228 and | can take
2 Q. Andthis iswhat I’'m, it just occurs to me 2 youto Mr. Martin's evidence, if necessary,
3 that that’swhat itisand | appreciate the 3 about this, but Mr. Martin gave me to
4 clarity and | ask your indulgence on that. 4 understand that more specific questions about
5 What I'd like to say, Mr. Chairman, before | 5 thischart and the various positionsin it
6 actually make anindication whether we can 6 might be better put to your panel and
7 undertake on this isto consider thistaken 7 specifically to yourself, Mr. McDonald, rather
8 under advisement. This does touch upon 8 than answered by Mr. Martin. SoI'd liketo
9 regulatory jurisdictional areas of the Board. 9 start with the vP Project Execution and
10 | understand the question. If we can get back 10 Technical Services position, and the first
11 tothe parties after we've had a chanceto 11 thing | would liketo noteisit’s the only
12 consider whether we think thisis appropriate 12 one that doesn’t have associated with it the
13 or not, it might be useful. 1'd like to have 13 footnote hours and associated (unintelligible)
14 the discussion and get instructions on this. 14 positions that have been restated to reflect
15 CHAIRMAN: 15 the level of the 2014 actual but are not
16 Q. Sowe'll postpone consideration of this matter 16 included in 2015 test year, so that doesn't
17 until - 17 apply to the vp Project Execution and
18 MR. YOUNG: 18 Technical Services, isthat correct?
19 Q. If that pleasesthe Board, that’swhat | would 19 MR. MCDONALD:
20 ask to do. 20 A. Thatiscorrect.
21 CHAIRMAN: 21 MR. COXWORTHY:
22 Q. Isthat okay with you, Mr. - 22 Q. Canyouilluminate why that’sthe case, why
23 MR. COXWORTHY: 23 his time or time being charged in, I'm sorry,
24 Q. Absolutely, Mr. Chairman, that's perfectly 24 to Hydro is being treated differently in terms
25 reasonable. 25 of test year?
Page 182 Page 184
1 MR. YOUNG: 1 (1:15p.m.)
2 Q. Andagan, | apologizefor theto'ing and 2 MR. MCDONALD:
3 fro’ing, but I do now understand the question 3 A. No,lcan't. | doknow that thereisan RFI
4 better. 4 response, I’'m going to say 379 off the top off
5 CHAIRMAN: 5 my head, but it might not be the exact number,
6 Q. No, no, that'sfine. Sowe'll have an answer 6 but if | remember correctly, it explainsthe
7 on that, we'll take it up on--do you have any 7 increase in hoursfor the ceo, the Vice
8 comments on any of this? 8 President of Corporate Relationsand the vp
9 MS. GLYNN: 9 Finance, cFo, if | remember correctly, so it
10 Q. Thank you for asking, but no, we can discuss 10 doesn’'t address the VP PETS. | can’t answer
11 further on Monday once counsel hashad an 11 your question. | was going to ask you, by the
12 opportunity to discussit. 12 way, maybeyou can refer meback to Mr.
13 CHAIRMAN: 13 Martin's evidence because | was aware that he
14 Q. Yes, | think we'regoing to needto havea 14 referred to me as being in a position to talk
15 chat about thistoo, obviously, so we'll await 15 more about the matrix organization and our
16 a final determination on Monday, is that 16 organizational structure, but | wasn't aware
17 acceptable to everybody? 17 that he was deferring to me -
18 MR. YOUNG: 18 MR. COXWORTHY:
19 Q. ItistoHydro, thank you, Mr. Chair. 19 Q. Solet’'sgo back to September 11th, page, |
20 MR. COXWORTHY: 20 think 73.  Andthat RFI reference, that's
21 Q. Itisacceptable, thank you, Mr. Chair. 21 something, you may not want to hear this, but
22 CHAIRMAN: 22 I don't think I'll be finishing today, so
23 Q. Allright, sir, you can - 23 we'll have an opportunity to track that down
24 MR. COXWORTHY: 24 over the weekend, but turning to the evidence.
25 Q. Thank you, Mr. Chair. Mr. Roberts, Mr. 25 So | had made my way about midway down page
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1 73, so0 if you continue on then, you'll see 1 information and Mr. Martin was mistaken in

2 that the question | asked and that--thisis at 2 that regard or at least mistaken at least in

3 line 18, "And that appears to apply in terms 3 terms of the intent that | was looking for in

4 of that footnote, appears across from every 4 termsof information. Perhaps itis not a

5 position other than the vP Project Execution 5 fair question for you, Mr. Roberts, Mr.

6 and Technical Services' and | also make a 6 McDonald, but isthisthe finance panel that

7 reference to another vP but that’s not 7 can answer this questionin more depth or

8 relevant for this question. But | note that 8 perhaps your counsel can speak to that.

9 he's only charged--sorry, can you explain to 9 MR. ROBERTS:
10 me the thinking behind why--thisis at very 10 A. Soperhapswe can take it under advisement and
11 bottom of page 73, continuing on to page 74, 11 talk to our HR support team and see whether or
12 "one of those officers, leadership 12 not they can provide us with some benefit or
13 contribution is being included inthe test 13 clarification and we can respond to you on
14 year in Revision 4, | should say, and not the 14 Monday.
15 others." And Mr. Martin then says, "l refer 15 MR. COXWORTHY:
16 you, | think we have an HR panel, | believe, 16 Q. Absolutely.
17 with Mr. McDonald and Mr. McDonad would be 17 MR. ROBERTS:
18 the oneto talk about that." So that’'swhy 18 A. Inwhich | shareyour disappointment that you
19 I'’'m asking you that question. 19 won't be finished today.
20 MR. MCDONALD: 20 MR. COXWORTHY::
21  A. Okay. Canwe seethat table again? 21 Q. Somoving onthen with respect to--I'm not
22 MR. COXWORTHY: 22 going to ask you any more questions about the
23 Q. PUB-NLH-228. I don't think I’ll forget that. 23 VP Project Execution, there doesn’t appear to
24 MR.MCDONALD: 24 be any point, at least not at this stage. |
25 A. No, I'vegotitaswell. Sotheonly thingl 25 will ask generally and | guessit could apply

Page 186 Page 188

1 can surmise, I'm saying it this way because 1 to the vPProject Execution but it also

2 that table wasn't constructed by HR as far as 2 applies to your own timeas charged into

3 | know, okay. | would--I definitely provided 3 Hydro. Isthere any process at the beginning

4 input as Mike would have with respect to the 4 of the year of deciding that a certain

5 time allocated for the vP of HR organizational 5 percentage of your time is going to be

6 effectiveness. The only thing | can surmise 6 alocated to time that’ s going to be charged

7 is that it would have been someon€e's 7 into Hydro? Is there anything done

8 conclusion that, you know, with the hours that 8 periodically, whether it's the beginning of

9 were showing up--1 hopeI'm addressing your 9 the year or at some point in the year to say,
10 question, the hoursthat showed upin 2015 10 look, over the next quarter or over the next
11 test year, which arethe same as the hours 11 12 months because we know theseissues are
12 alocated in 2012 and would have been the 12 coming up on our haorizon, we're going to
13 basis for saying no change required. And then 13 budget, if I can put it that much, 20 percent
14 the other one that doesn’t have that footnote 14 of my time to those issues and we know that
15 is the vP strategic planning and business 15 those are issues that are going to be charged
16 development, | don’'t see any hours there at 16 into Hydro directly, isthere any process like
17 al for 2012. 17 that that’ s followed by the Nalcor leadership
18 MR. COXWORTHY: 18 team or any members of them, by you,
19 Q. Yeah, and you know, I’m not, myself, concerned 19 personally?
20 about that in terms of, given the number of 20 MR. MCDONALD:
21 hours that are there, 21 A. | mean, |I've been contacted from time to time
22 MR. MCDONALD: 22 in the budgeting context to give some estimate
23 A. Yes. 23 or indication of, you know, the time | expect
24 MR. COXWORTHY: 24 to be charginginto Hydro, that would have
25 Q. So just to surmise, you don’t have the 25 been particularly the casein 2014 and 2015.
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Page 189 Page 191
1 MR. COXWORTHY: 1 wouldn’t ask you any questions about the vp
2 Q. Soyoudon't havea recollection of it being 2 Project Execution, but is that a coincidence
3 necessarily something you would have been 3 that there was that drop in 2011 or was there
4 asked in previous years? 4 adecision taken within Nalcor to be more
5 MR. MCDONALD: 5 rigorous or strict about time being charged in
6 A. | honestly can’'t remember, to be honest with 6 to Hydro.
7 you. | don't think so, but | honestly can’t 7 MR. MCDONALD:
8 remember. 8 A. No, it'snot the latter and in this particular
9 MR. COXWORTHY: 9 instance | can probably shed somelight on
10 Q. Doesthe docketing entriesthat get charged 10 what transpired with the vP Project Execution
11 into Hydro, doesthat get translated into an 11 Technical Services, | think I’ ve explained why
12 invoice that’s submitted to Hydro? | say that 12 | was transitioning there, but I'll repeat it
13 because when we were looking at that table 13 again, because something similar happened
14 that dealt with allocated cost, you know, some 14 inside in context of the reorganization.
15 of them were--you mentioned direct billed or 15 Below me inside our organization nature, we
16 alocated, isthere aninvoice or the word, 16 became more organized around how we are going
17 maybe a different word is used, but something 17 to support and dedicate support to Hydro in
18 that itemizes the particular charges and work 18 certain areas, you' ve heard me talk about it,
19 that’ s being billed by Nalcor to Hydro? 19 soyou know, that’sa factor there. A key
20 MR. MCDONALD: 20 change that was made inside our organizational
21 A. No, | think how that’'s transacted from an 21 structure for Project Execution when it was
22 accounting perspective and so on, | wouldn’'t 22 implemented in 2010 wasto createtwo new
23 know. | don't generatean invoice, | can 23 senior level rolesinside that organization,
24 assure you. 24 direct reporting to the vP of Project
25 MR. COXWORTHY: 25 Execution, one was a dedicated role for non-
Page 190 Page 192
1 Q. Youwouldn't personally. 1 regulated capital and the other onewas a
2 MR. MCDONALD: 2 dedicated role for regulated, i.e.
3 A. Butl docket my time on atimeshest. 3 Newfoundland and Labrador Hydro capital, and
4 MR. COXWORTHY: 4 so--and that was an important change that we
5 Q. Andyou don't know whether Nalcor does or 5 made inside of that structure. Itwas an
6 whether the corporate structure generates 6 additional level of leadership that was added
7 anything like that? 7 inthere and therole of that person, that
8 MR. MCDONALD: 8 mandate was to be exactly that, the first
9 A. Ijustdon'tknow. | don’t know that process. 9 point of contact for the vpPof Hydro inall
10 MR. COXWORTHY: 10 matters pertaining to Project Execution
11 Q. Sol'dliketo move on, Mr. McDonald, to your 11 Technical Services and so we fed that was an
12 own position, such asit was and then aswe 12 improvement that was made and | think that
13 move on, Mr. Roberts' evidence may become more 13 enabled John Maclsaac, asthe VP, to be able
14 relevant, but your own position of vP with 14 torely on that person in thefirst instance
15 human resources and organizational 15 to conduct the necessary work that he probably
16 effectiveness, and | was struck by the fact as 16 previously was moreinvolved in, | have no
17 represented by thistable, PUB-NLH-228, that 17 doubt about that.
18 if you look at 2008, 2009, 2010, you have a 18 MR. COXWORTHY:
19 fairly high level of time being charged in for 19 Q. Socorrect me if I'm beingtoo simplistic
20 Hydro and you’ ve told us the reasons why. But 20 here, but away of thinking about it then, in
21 that was also aperiod of timewhen thevp 21 terms of the vP Project Executionis if you
22 Project Execution and Technical Serviceswas 22 look at the difference between 2010 and 2011
23 aso charging in arelatively high level of 23 and the difference in hours there, it's
24 time and they both drop significantly in 2011. 24 because there’ s someone that--a new position,
25 I'mgoing back already on my indication | 25 that’s been created within Hydro that has
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Page 193 Page 195

1 taken on much of theresponsibilities that 1 No. 2 inthat regard. So I'll giveyou a

2 would earlier have fallen on the shoulders of 2 chance, in June 2014 the VP HR/OE, |

3 the vP Project Execution, is there a shifting 3 understand that's you, Mr. McDonald, was

4 of, at least hours spent on tasks to this new 4 seconded to lead the co-ordination re: outage

5 position within Hydro? 5 and electricity system reviews for Hydro.

6 MR. MCDONALD: 6 MR. MCDONALD:

7 A. Yes to ameaningful extent, but the other 7 A. Right.

8 thing when you ook beyond 2011 and look at 8 MR. COXWORTHY:

9 the future years here aswell for the vp of 9 Q. Andthere wassome questionsasked earlier
10 Project Execution, | mean, that was one of the 10 about that 2014 number there for that
11 important changes we made in that structure, 11 position, 1462.5, | think it was Mr. O’Brien
12 but clearly the one thing that new vP of PETS 12 who asked the question. Y ou know, whether
13 brought to the new organization were processes |13 that was amix of your time and Mr. Roberts
14 around project execution, project planning and 14 time and | think the answer was "yes'".

15 project execution that were, you know, | would 15 MR. MCDONALD:

16 say, a step change from those that we were 16  A. Yes

17 operating with previousy. So he made 17 MR. COXWORTHY:

18 important improvements, | think, in terms of 18 Q. Andyou weren't ableto providea split, a

19 how we were organizing our work and planning |19 definitive split of that, but you were

20 and executing all the capital program that we 20 comfortable that it wasa mix of both your

21 had which was growing at a pretty rapid pace 21 times.

22 too. So | think, you know, two of those 22 MR.MCDONALD:

23 things combined at least that enabled him to 23 A. Itcountsfor both of us, yes.

24 be ableto rely onthose improved processes 24 MR. COXWORTHY:

25 and new additional senior leadership there to 25 Q. And so, what happened when you were seconded
Page 194 Page 196

1 help him. 1 in June 2014 to Hydro, Mr. McDonald? Isyour

2 MR. COXWORTHY: 2 salary being paid by Hydro? Isthat away of

3 Q. Letme putit another way, thevr Project 3 thinking about it as opposed to being paid by

4 Execution Technical Services, the work that's 4 Nalcor?

5 done by him and under him with Hydro, didthat | 5 MR. MCDONALD:

6 increase after 2010 as compared to 2011, was 6 A. No, it continuesto be paid by Nalcor, I'm

7 there more work to be done or lessor the 7 charging my time to Hydro when appropriate.

8 same. 8 MR. COXWORTHY:

9 MR. MCDONALD: 9 Q. Okay, so how is that different from before
10 A. Morefor sure,| meanand I'mjust simply 10 when you were Nalcor VP HO/RE and you were
11 linking back to the growth inour capital 11 charging your time into Hydro?

12 program for Newfoundland and Labrador Hydro. |12 MR. MCDONALD:

13 MR. COXWORTHY: 13 A. Nodifferent really and onething I’d liketo
14 Q. Andthat would at least be one way of linking 14 correct, | think it's been said | was seconded
15 the growth in the work would be looking at how |15 to Hydro, so that would be an inaccurate
16 the capital program hasincreased over that 16 statement in the sense that -

17 time? 17 MR. COXWORTHY:

18 MR. MCDONALD: 18 Q. Sure, well | think the footnote--you' re right,
19 A. Absolutely and it drove growth in our 19 it doesn’t say "seconded to Hydro", | agree.
20 resourcing as well. 20 MR. MCDONALD:

21 MR. COXWORTHY: 21 A. Just "seconded".

22 Q. Sogoing back to your entry, the entriesfor 22 MR. COXWORTHY:

23 yourself and then in the later years from Mr. 23 Q. Just seconded for that project.

24 Roberts for the vPof Human Resources, and | 24 MR. MCDONALD:

25 want to explore the significance of footnote 25 A. Thereweretwo projects, actually, the outage
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1 inquiry plus there was an overall electricity 1 review of our electricity system that the

2 system review being done by the Province as 2 Province is conducting with the assistance of

3 well that was initiated around the same time 3 a consultant and I’'m continuing in a co-

4 early last year. 4 ordination role there as well that’s ongoing

5 MR. COXWORTHY: 5 and as | explained yesterday, even last year

6 Q. Sothat footnote should be understood, should 6 but certainly to a greater extent than the

7 it, as an explanation of why your time has 7 latter part of last year and going into this

8 gone up, why there’s so much more HO/RE time 8 year and it continues to agreat extent aswe

9 being spent in 2014--one of the reasons. 9 speak is my involvement in what we refer to as
10 MR. MCDONALD: 10 transition operation planning. | described
11 A. Yes 11 yesterday, you know, the process we've
12 MR. COXWORTHY: 12 mobilized to get ourselves organized around
13 Q. Andthenin 2015 and 2016, does that continue 13 planning for, you know, thetechnica and
14 to be amix of yours and Mr. Roberts' time or 14 operations integration of those new assetsin
15 isit just Mr. Roberts' time before forecast 15 2017 and 2018. So that certainly has
16 to be charged, | mean, you would know for 2015 |16 increased over the year and that’s been
17 at least up to this quarter? 17 charged to Hydro aswell. So a continuation
18 MR. MCDONALD: 18 of the two major reasons | was seconded in the
19 A. A mixture of both. 19 first place and more that’ s been added.
20 MR. COXWORTHY: 20 MR. COXWORTHY:
21 Q. Mixture of both. Hasthe mix changed? 21 Q. lsn'tin thecase, though, that what we're
22 MR. MCDONALD: 22 seeing in 2014, 2015, 2016 istwo VP HR/OES
23 A. | think themix in 2015 is roughly 50/50. 23 providing services that are being directly
24 MR. COXWORTHY: 24 charged into Hydro? Isthere a need for two?
25 Q. 50/50. 25 Can you expand on why two as opposed to why

Page 198 Page 200

1 MR. MCDONALD: 1 Mr. Roberts couldn’t fulfil these functions.

2 A. Itwasprobably morein my favour in 2014, if 2 MR. MCDONALD:

3 you will, in terms of time. 3 A, Well absolutely, | mean therearetwo very

4 MR. COXWORTHY: 4 different buckets of service of support that

5 Q. And how about for 20167 5 are being provided to Hydro here. Mikeisthe

6 MR. MCDONALD: 6 vPof HR/OEright now, | am not. | think |

7 A. | think we just assume the same number in 2016 7 explained that yesterday aswell. He hasthe

8 aswe did for 2015. 8 accountability.

9 MR. COXWORTHY: 9 MR. COXWORTHY:
10 Q. So is that still involvement with the 10 Q. Butit's your skillset or, if | can put it
11 secondment for the outage on your part, Mr. 11 that way.
12 McDonald, is it still involvement in the 12 MR. MCDONALD:
13 outage and electricity system reviews or are 13 A. Wadl it's his skillset--he wouldn’t have gone
14 there other reasonswhy you're till heavily 14 in as active VP.
15 involved in work that’ s being directly charged 15 MR. COXWORTHY:
16 into Hydro? 16 Q. I'mnot sayingit’s not Mr. Roberts' skillset,
17 MR. MCDONALD: 17 but it’'s also yours?
18 A. Yeah,sol think | described al of that to 18 MR. MCDONALD:
19 Mr. O’ Brien yesterday, but yes, | guesswork 19 A. Absolutely, but the point | an making hereis
20 continued certainly into 2015 related to the 20 heis the vice-president of Human Resources
21 outage inquiry. My particular involvement was 21 and Organizational Effectiveness right now on
22 very heavily weighted on phase one of that 22 an acting basisuntil such time as that
23 entire process. | had someinvolvement in 23 changes. He' sgot accountability for that,
24 phasetwo aswell tothe extent that that 24 that functional accountability inside our
25 occurred earlier inthe year. The overall 25 company right now. Do wetalk from timeto
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Page 201 Page 203
1 time? Sure, you know, and maybe on occasion | 1 CERTIFICATE
2 charge my time in on that basis, but I'm very 2 1, Judy Moss, hereby certify that the foregoing is atrue
3 focussed on the work that | was seconded to 3 and correct transcript of a hearing in the matter of
4 work on and that work continues, there'sno 4 Newfoundland and Labrador Hydro's Genera Rate
5 question about it. From timeto time | charge 5 Application heard on the 17th of September, A.D., 2015
6 some time off to other lines of businessif | 6 before the Commissioners of the Public Utilities Board,
7 get involved in something, because!’m not 7 St. John's, Newfoundland and Labrador and was transcribed
8 exclusively concerned with those three things 8 by me tothebest of my ability by meansof asound
9 that | talked about, but no question, you 9 apparatus.
10 know, those are two different things. So 10 Dated at St. John's, Newfoundland and L abrador
11 Hydro continuesto need services and support 11 this 17th day of September, A.D., 2015
12 it requires from the HR/OE division, that’s 12 Judy Moss
13 Mike' s accountability.
14 MR. COXWORTHY:
15 Q. What you're doing is over and above what would
16 normally be required.
17 MR. MCDONALD:
18 A. lwouldn't say it'sover and above, 1'd say
19 it's next to, over here, it’'sanother bucket
20 of support that we provide--that I’ m providing
21 to Hydro.
22 MR. COXWORTHY:
23 Q. Mr. Chair, | seeit’safter 1:30. | will not
24 conclude today and | don’t think an extraten
25 or fifteen minuteswould make the difference
Page 202
1 there, so | would request or suggest that now
2 might be a good time to break.
3 CHAIRMAN:

4 Q. Weshal adjourn until Monday.
5 Upon conclusion at 1:35 p.m.
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