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1 (9:08am.) 1 JOHNSON, Q.C.:
2 CHAIRMAN: 2 Q. Sothat -
3 Q. So before we proceed to Mr. Johnson, | 3 MR. HENDERSON:
4 understand there are some preliminary matters, 4 A. Sothe people have been asked. Y ou asked also
5 Madam, which you wish to address. 5 about whether there’ s been departments that
6 MS. PENNELL: 6 have reduced in size. | don't recall any that
7 Q. Wehave afew more undertakings this morning, 7 have gone down, but there have been
8 Mr. Chair. We have Undertaking No. 16 which 8 adjustments wherein one area, for instance,
9 isthe number of employeesin Hydro in 2006 9 we may move a position fromone area of
10 and 2007. We have Undertaking 15B which are 10 operationsinto another. For instance, in
11 the divisional work plansfor HROE for 2013, 11 Labrador, we needed additional protection
12 2014 and 2015, andwe also have Undertaking 12 control technologist there and we reduced a
13 No. 25 which is our process for recording time 13 position in the hydro generation areain order
14 and we believe this also satisfies Undertaking 14 to provide that positionin Labrador. Those
15 No. 22. Thank you. 15 types of thingswill happen. | also, inthe
16 CHAIRMAN: 16 customer services area, we've been
17 Q. Okay. So if there's nothing else, Mr. 17 implementing automatic meter reading and we' ve
18 Johnson, | think we'll start with you. 18 been eliminating positions there as well with
19 MR. ROBERT HENDERSON, MR. DARREN MOORE, MR. TERRY 19 respect to the implementation of automatic
20 GARDINER, CROSS-EXAMINATION BY THOMAS JOHNSON, Q.C. 20 meter readings. As meter readersretired or
21 (CONT'D) 21 left the company, we put in automatic meter
22 JOHNSON, QC: 22 reading and we did not refill those positions.
23 Q. Thank you, sir. Inrelation to FTE growth for 23 JOHNSON, Q.C.:
24 afew minutes, in the examination yesterday of 24 Q. Wouldit befair tosay that the tendency
25 Mr. O'Brien, Mr. Henderson, you were 25 would be suggestions for FTE growth coming up
Page 2 Page 4
1 explaining how the different departments bring 1 to you at budget time asopposed to FTE
2 forward the regquirement that they expect in 2 retraction?
3 order to execute the annua work plan, and you 3 MR. HENDERSON:
4 said that during that process, during 4 A. Inthelast two years, there'sbeen anumber
5 budgeting, the managers are asked questionsin 5 of areas where there’'s been growing
6 order to challenge the managers as to whether 6 requirements that we' ve had to address.
7 they can find other ways of accomplishing the 7 JOHNSON, Q.C.:
8 work without addition of additional resources. 8 Q. Sointermsof the growing requirements, this
9 Can you citeany concrete examples where 9 was an area that was touched upon again by Mr.
10 managers, departments, were told that you're 10 O'Brien, and we saw, asyou'll recall, that
11 not accepting FTE growth or where adepartment |11 FTE levels were relatively steady from 2007 to
12 got smaller? 12 2013. You recal that?
13 MR. HENDERSON: 13 MR. HENDERSON:
14 A. Intermsof where -- there have been a number 14 A. Yes
15 of itemsin my experience where people have 15 JOHNSON, Q.C.:
16 come forward with FTES and they’ ve been told, 16 Q. Andthenin 2013, there were net 808 and then
17 no, they will not be proceeding, that you need 17 we see a net of 860 in 2014 and then a net 838
18 to go back. I'll say that that’s happened in 18 in 2015, so aten percent increase in the FTE,
19 numerous, I'll say, casesthat have been put 19 net FTES from’13 to ' 15, right?
20 forward to mewith respect to both our -- 20 MR. HENDERSON:
21 well, inour rural operations areas, in our 21 A. It sounds about right.
22 thermal generation, our hydro generation, in 22 JOHNSON, Q.C.:
23 each one of those. In the two yearsthat I've 23 Q. Now, would you characterize that asafairly
24 been most involved with that process, that’s 24 dramatically large increase in a short amount
25 happened regularly. 25 of time?
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MR. HENDERSON:
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1 MR. HENDERSON:

2 A. That'salarge amount relative to our history 2 A. No, there was not areport with that init.
3 certainly and there’s been -- we did ahard 3 JOHNSON, Q.C.:
4 look at what we required moving forward. 4 Q. Now, youindicated that there had been a
5 There' s been requirement for additional people 5 review of how well you were executing or Hydro
6 in order to manage our facilities to make sure 6 was executing upon its operating requirements
7 that we complete all of our required 7 for asset management in light of aging assets
8 maintenance and we have aging facilities that 8 and the like and you described yesterday that
9 require additional work and attention, so we 9 you went through areview in 2013-2014 where
10 need to make surethat we havethe right 10 you identified areas that you needed to
11 people there for that. We also have some 11 address. You recall that?
12 growing demand on the power system that'salso |12 (9:15am.)
13 putting additional pressures on the 13 MR. HENDERSON:
14 requirement for additional people, so there's 14 A Yes
15 positions that have been added for those 15 JOHNSON, Q.C.:
16 reasonstoo. So while there was along period 16 Q. Now, interms of the work that was not getting
17 of stability, there has been some changesin 17 doneto your level of satisfaction, why wasn't
18 the terms of our condition of our equipment 18 thework getting done with the numbers of
19 and addition of equipment that we have to 19 peopleyou had out in thefield already, a
20 address. 20 number that had remained constant from ' 07 to
21 JOHNSON, Q.C.: 21 2013 more or less?
22 Q. Sointerms of the additions that were made, | 22 MR. HENDERSON:
23 take it that these were discussed and approved 23 A. Therewas-- I'll say therewasa number of
24 at the highest levels of Hydro' s leadership? 24 equipment breakdown issuesthat we were --
25 MR. HENDERSON: 25 people had to turn their attention to to
Page 6 Pege 8
1 A, That'strue. 1 ensure that the facilities were put back into
2 JOHNSON, Q.C.: 2 service torestore power to customers, to
3 Q Anditwasavery deliberate process? 3 restore equipment into operation. There was
4 MR. HENDERSON: 4 also the growing capital program which was
5 A Yes 5 drawing people from operational areas to
6 JOHNSON, Q.C.: 6 assist and to oversee aspects of the
7 Q. Andaspart of thisdeliberate process, did 7 implementation of new capital assets that were
8 the leadership have the benefit of any 8 going in. So there was a combination of those
9 comprehensive anaysis or comprehensive 9 things that were impacting that, so there was
10 report, internal or external, as to the 10 a-- the growth of capital and the age of the
11 justification for the number of FTES that you 11 facilities that were resulting in additional
12 were looking to add to the company? 12 breakdown, corrective maintenance that we had
13 MR. HENDERSON: 13 to address that was leading to an increase in
14 A. Wedid an extensive discussion and review of 14 the amount of work that was in our backlog.
15 the requirements to ensure that they were the 15 JOHNSON, Q.C.:
16 ones that wererequired and that was an 16 Q. Wasthere any productivity issuesidentified
17 extensive discussion with each of the areas 17 asgiving rise to why some of this work was
18 that had additional requirementsto ensure 18 not getting done?
19 that they were appropriate. 19 MR. HENDERSON:
20 JOHNSON, Q.C.: 20 A. Therewere not particularly, but there was --
21 Q. Anddidit result in any type of comprehensive 21 what we had done iswe looked at our work
22 report that was brought upto say, look, 22 scheduling and planning to seeif therewas
23 here swhere we are and here'sthe overall 23 more that we could do in terms of integrating
24 judtification as to, you know, where we're 24 the capital work requirements and the
25 going over the next couple of years? 25 operating work requirements and we saw there -
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1 - weidentified that that was an area that we 1 itwasn't just putting more peopleat it.

2 should pursueto try to better integrate the 2 There is agrowing demand and a demonstration

3 capital program with the operating program, so 3 of the growth in the backlog work. So that

4 that there was a -- you know, in terms of the 4 was all laid out and dealt with in the review

5 work that the project execution folks were 5 process through discussion.

6 looking after and the folks in the field who 6 JOHNSON, Q.C.:

7 were looking after the maintenanceto make 7 Q. Sointerms of thework that wasn't getting

8 sure that we fully integrated the plans. So 8 done, | understand from your testimony

9 over the last couple of years, we'veput in a 9 yesterday, that you were aware that there was
10 lot of effort to try to make that more robust, 10 work not being done for a number of years
11 integrated plan sothat all of the capital 11 prior to 2014. Would that be correct?
12 work and the operating work isall laid out, 12 MR. HENDERSON:
13 planned out at the beginning of the year, so 13 A. What | would say isthat when we looked at the
14 that you have -- you know, everything is 14 work -- when | came into the position in 2013,
15 identified. 15 looking at the work and the challenges we were
16 We also put in additional effortsin the 16 having in completing our annua capital
17 outage planning and scheduling through the 17 program and getting our preventative
18 system operations group which are the people 18 maintenance up to a higher level, we said that
19 who haveto identify when equipment can come |19 one of the areaswe needto dois better
20 out of service to ensure continued reliability 20 integration of the capital and the operating
21 of the power system. They look at the cost of 21 work and so, in thefall of 2013, we initiated
22 generation and when'’ s the best time to do it. 22 that process of improvement for going forward
23 So, they’re balancing all that. So we took a 23 to better integrate that work.
24 much more robust and integrated approach over 24 JOHNSON, Q.C.:
25 the last two years in merging all that 25 Q. Butyouwereawarethat -- you were obviously

Page 10 Page 12

1 together, which results in resources being 1 aware that the work was not getting done prior

2 there when they’re required, equipment being 2 to 20147

3 there or material being there when required. 3 MR. HENDERSON:

4 Soal of those thingswe veidentified as 4 A | wasaware that therewas challenges. |

5 that there's abenefit by integrating all of 5 didn’t have specific metrics, if you like, but

6 that. 6 | knew that from the managers' level that we

7 JOHNSON, Q.C.: 7 were having -- not getting as high alevel and

8 Q. Wastherean assessment made asto how much 8 effective level in the preventative

9 work you ought to be able to expect, for 9 maintenance work, but aso the capita
10 instance out of one of your maintenance crew? 10 program, and we were constantly putting
11 MR. HENDERSON: 11 pressure on our schedules with respect to our
12  A. Therewere-- in some areas, we had looked at 12 outages. There was a constant concern about,
13 how effective we were in terms of how many -- 13 you know, trying to get work done within the
14 what I’ll say ishow much work is being done 14 timeframe that wehad for outages. The
15 per FTE, that type of thing, to help when we 15 overtime costs were going up and that was
16 were making assessment on what the FTE 16 driven by the fact that people were trying to
17 requirements were that we looked at that to 17 get the work done within the tight windows
18 determine what improvements we can make in the 18 that we had for outages. So, al of those
19 productivity, but also with the growing demand 19 were areas that we -- were apparent to me that
20 and how thereis abacklog of -- agrowthin 20 we said we need to address, and so it was
21 the backlog of work that we had to do. So, we 21 through that we were trying to do this greater
22 did that and that was all part of the budget 22 integration.
23 review process was for each peoplein the 23 JOHNSON, Q.C.:
24 field who were managing this work to 24 Q. Soyou indicateyou didn’'t have metrics on
25 demonstrate to me that there was a need here; 25 that, but then after the events of January

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

Page 9 - Page 12




September 24, 2015

Multi-Page™

NL Hydro GRA

Page 13 Page 15
1 2014, there was basically metrics developed, 1 be integrating those folks back into the
2 was there? 2 operations. There'sa number of different
3 MR. HENDERSON: 3 aspects of that. The Holyrood thermal plant
4 A After January 2014, what was required was for 4 will be going into a standby state once the
5 al of thework execution managersand the 5 project is complete and there’'s aso the
6 planners and schedulers to put forward a clear 6 people who are Holyrood. We've made a
7 picture of the work for the year and how 7 commitment to all of the permanent employees
8 they’re progressing against that. So, each 8 that were working there at Holyrood at the
9 week there's a report provided to me 9 time of the decision to proceed that we would
10 indicating how that work has been progressing 10 be integrating them into the operation. There
11 during the week and are they meeting plan, 11 isa significant requirement for additional
12 what adjustments they’re making for things 12 people because there is alarge growth in our
13 that are unknown, unforeseen that happen 13 asset infrastructure and a changing
14 during that week and how they’re going to 14 requirement going from a therma plant
15 correct tostay on track to complete the 15 operation into HvDC operation and another
16 maintenance program and all of thework that’'s |16 hydro plant with additional transmission lines
17 in the annual work plan. 17 and also through the system operations group,
18 JOHNSON, Q.C.: 18 which will have a significant change because
19 Q. Okay. And prior tothat, you had just been 19 they are now going to be regularly
20 getting a monthly verbal ? 20 communicating with neighbouring utilities and
21 MR. HENDERSON: 21 the exchange of power. There’'safair bit of
22 A. Priorto that, | was getting an update on how 22 changethat’s going to happen. So, al of
23 the capital program was progressing. | was 23 these folks will be integrated back into the
24 getting a monthly update on operating expenses |24 operation and will have different roles. Many
25 and also getting a verbal update on the 25 of the engineering design folks1’d expect
Page 14 Page 16
1 maintenance plan or the execution of the 1 would end up back in our project execution
2 annual work plan and how that was progressing. 2 technical services group.
3 JOHNSON, Q.C.: 3 JOHNSON, Q.C.:
4 Q. Andthat old approach was obviously not -- it 4 Q. So how many people are we talking about
5 was insufficient, wasn't it? 5 reintegrating?
6 MR. HENDERSON: 6 MR. HENDERSON:
7 A. Sowhat we were -- this was-- in order to 7 A. | don't have that number with me.
8 ensure | was fully aware of it, | needed more 8 JOHNSON, Q.C.:
9 information and that’swhy | looked for more 9 Q. Canyou offer an approximate?
10 information. 10 MR. HENDERSON:
11 JOHNSON, Q.C.: 11 A. I'mnot sure. | don't know, Terry, if you
12 Q. Theemployeeswho havegoneonto thelLower |12 know?
13 Churchill Project, you'veindicated in your 13 MR. GARDINER:
14 evidence there was a number of them, many of 14 A. There's about -- there’'s approximately 15
15 whom you worked with for many years, et 15 engineering design, and | stand to be
16 cetera. What'sthe plan interms of their 16 corrected, but as | understand, there’ s about
17 role? Are they going to come back oncethe 17 15 people that would be integrated, and Mr.
18 project’ s construction is wound down or how’s 18 Johnson, I've been tasked to work with the
19 that going to work? 19 team to find -- and HR -- to integrate those
20 MR. HENDERSON: 20 people back in and in the next three years,
21 A. For each of those folks who are Nalcor 21 we'll be working on the plan through
22 employees, they will be coming back into the 22 recruitment and retention and retirements of
23 company in different roles. That's part of 23 how we would integrate those people back into
24 our getting ready for operations, our 24 project execution and technical services in
25 transition to operations review is how we will 25 their areas.
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1 JOHNSON, Q.C.: 1 Q. Subjectto check?

2 Q. Okay. Just toturnfor amoment to capital 2 MR. HENDERSON:

3 budget performance, intermsof meeting the 3 A. Subject to check, but my understanding that it

4 capital budget spending envelope, if you will. 4 was higher than that.

5 Youindicated in cross-examination with Mr. 5 JOHNSON, Q.C.:

6 O'Brien, when he asked you about achieving 6 Q. Okay. If wecould go to Undertaking 6? And |

7 your capital budget spending level, that you 7 think it's page eight, if I'm not mistaken.

8 were satisfied that Hydro would be within ten 8 Yes. Thisis 2014 target, yeah. You had it

9 percent variance going forward in 2015. Do 9 there. Now you have it. On project
10 you recall that testimony? 10 execution, Mr. Henderson, you see that?

11 MR. HENDERSON: 11 MR. HENDERSON:

12 A. Yes 12 A. Thisis2000 and -

13 JOHNSON, Q.C.: 13 JOHNSON, Q.C.:

14 Q. Now, Mr. Henderson, these were matters that 14 Q. '04,1 believe. Or 2014, I'm sorry.

15 had been measured and tracked and targeted in 15 MR. HENDERSON:

16 the company’s internal targetsin both 2013 16 A '14?

17 and 2014, correct? 17 JOHNSON, Q.C.:

18 MR. HENDERSON: 18 Q. Yes

19 A. Yes 19 MR. HENDERSON:

20 JOHNSON, Q.C.: 20 A. Okay.

21 Q. And in 2013, your target, | think you'll 21 JOHNSON, Q.C.:

22 agree, was to deliver upon 90 percent of the 22 Q. Sodoyou accept now it’'s 85 percent?

23 project? Isthat right? 23 MR. HENDERSON:

24 MR. HENDERSON: 24  A. That'swhat it saysthere, athough | was of

25 A. That soundsright. 25 the understanding it wasvery closeto 90
Page 18 Page 20

1 JOHNSON, Q.C.: 1 percent.

2 Q. Andwhat was achieved was less than 90, it was 2 JOHNSON, Q.C.:

3 about 82 percent? 3 Q. Intermsof thetarget for 2015, becausein

4 MR. HENDERSON: 4 2013 and 2014, there were actually numerical

5 A. | can’trecall the number in 2013. 5 targets, but | understand 2015 no longer has a

6 JOHNSON, Q.C.: 6 numerical target on delivery on project

7 Q. Wouldyou take, subject to check, it was 82 7 execution. |sthat correct?

8 percent? 8 MR. HENDERSON:

9 MR. HENDERSON: 9 A. Wewere-- we've done areview of the targets
10 A. Sure. 10 for 2015 and there are numeric targets, but
11 JOHNSON, Q.C.: 11 what was presented there was high level that
12 Q. Okay. And 2014, the goal was similarly to 12 there would be specifically measurable targets
13 achieve delivery of 90 percent? 13 with respect to safety, quality, schedule and
14 MR. HENDERSON: 14 costs and we were doing a-- did areview of
15 A. That'scorrect. 15 those this year to establish, I'll say, amore
16 JOHNSON, Q.C.: 16 robust measurement on that and so, we' ve been
17 Q. That goa wasn't metin 20147 17 working through that and | think we're pretty
18 MR. HENDERSON: 18 well there now. Terry and | have been working
19 A. Itwasvery closeto that. 19 through that, along with the project execution
20 JOHNSON, Q.C.: 20 team, as well asfinance, to ensure that it’s
21 Q. Okay. | think the record would indicate that 21 clearer asto what's expected, and so the --

22 it was about 85 percent achieved. 22 and again, we're at the 90 percent target, but
23 MR. HENDERSON: 23 it was -- part of the explanation for that is

24 A I'll - 24 that we've experienced a number of

25 JOHNSON, Q.C.: 25 supplemental capital applications and so when
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1 we established the target at the beginning of 1 JOHNSON, Q.C.:
2 the year, there’'sa program that we put 2 Q. Settled now.
3 forward to the Public Utilities Board for our 3 MR. HENDERSON:
4 capital program, but there's also 4 A It's-- butitwas something that had been
5 supplementals that are added during the year 5 under discussion because of the -- as| just
6 that have an impact and the expectation isto 6 explained, the typesof things that were
7 be delivering the supplementals. So, there 7 changing during the year, the target that was
8 wasa-- wehadto consider how we reflected 8 set at the beginning of the year, what are we
9 those inthe targets, sothat’s what the 9 measuring as things change during the year.
10 discussion has been primarily around is those 10 JOHNSON, Q.C.:
11 changes that go through the year. 11 Q. Ifl could turnto thetopic of consultants
12 There's also acceptable changes that 12 costs for a moment, and to do this, | might
13 could occur during the year for good reasons. 13 ask that we bring up Table 2.7 of the
14 If you -- we've had some projects that we' ve 14 company’s evidence at 2.39 of Volume 1, Tab 2.
15 cancelled because we've done some condition 15 MS. GRAY:
16 assessment or when we did some additional 16 Q. Sorry, Mr. Johnson, what page again?
17 work, we identified that the requirement could 17 JOHNSON, Q.C.:
18 be deferred. And so all of those things would 18 Q. It'spage2.39. Mr. O'Brien touched on this
19 be things that we would consider and weigh 19 topic aswell, but | just want to be clear.
20 whether they are, I'll say, good reasonable 20 Your 2014 test year costsfor consultants,
21 reasons to change and what does that mean in 21 that includes outage inquiry costs, doesit
22 terms of what we -- the standard in which 22 not, of about two million dollars?
23 we're holding ourselves to in terms of 23 MR. HENDERSON:
24 completion. The important thing is what we 24  A. That'scorrect.
25 say and set out to do that we complete and we 25 JOHNSON, Q.C.:
Page 22 Page 24
1 want to make sure that’ s right. 1 Q. Andsothat'll be subject to prudence, right?
2 (9:30am.) 2 MR. HENDERSON:
3 JOHNSON, Q.C.: 3 A. | believethe -- well, the 2014, I’'m going to
4 Q. Justfor clarity on the point, if you could go 4 say, deferral revenue, shortfall deferral,
5 to page 11 of Undertaking 6, and thisisthe 5 includes that, so that large piece of costsis
6 extract from the 2015 leadership team 6 subject to review.
7 measures, page 11. Yeah, project execution, 7 JOHNSON, Q.C.:
8 safety, quality, schedule, and costs. So | 8 Q. Right. Andthen if | look at GRA and Board
9 think you said that there was going to be 90 9 related costsin test year 2014, there's 3.5
10 percent in 2015. 10 million. Does that include costs for both the
11 MR. HENDERSON: 11 original and the amended GRA?
12 A. |think that's - 12 MR. HENDERSON:
13 MR. GARDINER: 13 A. That would include our full estimate of the
14 A Yes, itis, yeah. 14 costsfor the 2014 test year. It's for all
15 MR. HENDERSON: 15 costs.
16 A. Yeah 16 JOHNSON, Q.C.:
17 JOHNSON, Q.C.: 17 Q. Yeah, so that would -- so to answer my
18 Q. It'sgoing to be 90 percent in 20157 18 question, the costs associated with both the
19 MR. GARDINER: 19 original filing and the amended filing?
20 A. That'scorrect. 20 MR. HENDERSON:
21 JOHNSON, Q.C.: 21  A. Yeah, it would be all of the costs associated
22 Q. So this topicis still being worked on, 22 with the filing.
23 developed? 23 JOHNSON, Q.C.:
24 MR. HENDERSON: 24 Q. Okay. Now Mr. Henderson, | mean, it'snot --
25 A. Wédl, no, it's settled now. 25 itwasn't customers fault that Hydro pulled
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1 the application in 2014, you know, just a 1 balance, we said that the appropriate thing to
2 month or so before the thing was supposed to 2 do, rather than go for another GRA and
3 get under way, and I'm looking for the 3 everything that would be involved with that,
4 justification asto why, you know, there would 4 we would put forward atest year modification
5 be costs for sort of a doubling up of effort, 5 at that time.
6 if you will. Therewas alot of stranded 6 JOHNSON, Q.C.:
7 costs when there was a decision made to put 7 Q. That doesn’'t take away from the point that
8 the brakes on the first application. Get you 8 therewas a lot of costs that went into the
9 to comment on that. 9 original filing that was sort of went to
10 MR. HENDERSON: 10 waste.
11 A. Youjust want acomment on that? 11 MR. HENDERSON:
12 JOHNSON, Q.C.: 12 A. | couldn’t comment on how much of the original
13 Q. Yeah. | mean, what's-- you know, if these 13 filing is not still being considered here. My
14 costs, test year costs include costs for both 14 takeisthat there isalot of that thatis
15 original and the amended GRA, I'd like an 15 still carried forward, but there is some
16 explanation for that. 16 effort obvioudly for putting forward a new
17 MR. HENDERSON: 17 test year and putting forward all of that.
18 A. It'sbecausethat’swhat it cost to go through 18 But in the balance, that would have been -- in
19 the regulatory process for this application. 19 our estimation, would have been lower cost
20 JOHNSON, Q.C.: 20 than having two back to back GRAS, because we
21 Q. Yeah, but | guess, to address my point that we 21 would have had to refile immediately, given
22 were on the eve and everybody was all geared 22 where our costs were going.
23 up and we're on the eve of a hearing 23 JOHNSON, Q.C.:
24 practically when Hydro made a decision, no, 24 Q. Sointermsof the particulars of breakdown of
25 we're not going with that filing. We're going 25 the costs of the original and amended, | guess
Page 26 Page 28
1 to -- you call it amended filing, but it was, 1 we could put that to the Finance panel?
2 you know, substantially different filing. And 2 MR. HENDERSON:
3 did Hydro give any thought to its intent to 3 A, What that difference may be, yes.
4 visit al these costs back on customers again? 4 JOHNSON, Q.C.:
5 MR. HENDERSON: 5 Q. Now astothe 2015 test year in that table, we
6 A. Theconsideration of costs was certainly part 6 see consultant costs of 5.6 million. Would
7 of the discussion and what the evidence wasis 7 that alsoinclude costs pertainingto the
8 that if we did not file an amended 8 Board' s ongoing inquiry?
9 application, we would have to be coming 9 MR. HENDERSON:
10 forward with an application immediately onthe |10 A. In 2015, | don't think there was anything put
11 heels of the 2013 application because of the 11 forward in 2015 test year that would have been
12 cost changes that were occurring in Hydro that 12 related to that. | think the anticipation was
13 Hydro would have to be, so there' d be another 13 most of that would have been completed
14 GRA on top of thefirst GRA back to back. So 14 earlier. 1I’'mlooking at our evidence just to
15 we thought and looked at it and said the most 15 confirm that, but | -- there may have been a
16 effective way to do thisisto change the test 16 small amount there, but | don’t think very
17 year to look -- to get aforward looking test 17 much.
18 year because we were well past the end of 2013 |18 JOHNSON, Q.C.:
19 at that point and the costs for 2013 were no 19 Q. Again, perhaps something | cantake up with
20 longer reflective, something that we could 20 the Finance Panel?
21 carry on with the changesthat had occurred 21 MR. HENDERSON:
22 and when we examined our costs, wesadwe're (22 A. Yes.
23 going to have to go with another filing right 23 JOHNSON, Q.C.:
24 on top of the one that was in the middle or we 24 Q. If I could bring you to Table 37 of the Grant
25 should go with anew test year, and on the 25 Thornton Report talking about travel costs for
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1 amoment. Page 61, sorry. So Mr. Henderson, 1 MR. HENDERSON:

2 we see here that for travel, we have, in 2013, 2 A That'sprecisely what wedo, and there is

3 3.3 million. Forecast for 2014 is higher 3 increasing costs related to the services that

4 again by about 400,000, upto 3.7 million. 4 we obtain related to travel, airfares and

5 But your actuals come in lower than forecast 5 gasoline for vehiclesand those types of

6 at 3.2, yet we see an increase forecast again 6 things, that are putting the upward pressure,

7 in 2015, upto 3.7 million dollars, Mr. 7 and we put together the test year, those were

8 Henderson, and | noteif wejust -- if you 8 the things that we were seeing and put forward

9 could go back to page 60 for a moment that 9 in the test year and that would have been also
10 travel, you know, very consistently from’'07 10 true for the 2014 test year.
11 al theway upto 2012 interms of actuals, 11 JOHNSON, Q.C.:
12 they’ ve never exceeded three million dollars 12 Q. Youtak about vehiclesfor gas and the like,
13 and then, so we're seeing now about another -- 13 isn't that captured in transportation, afew
14 well, the forecast for 2014 ishigher than 14 lines up?
15 actuals and thenyou're higher again for 15 MR. HENDERSON:
16 forecast for 2015 by aconsiderable margin 16 A. Yeah, perhaps you'reright there. But the
17 over historic travel costs. Andjust I'm 17 airfares was one of the areas that was putting
18 struggling with the justification for that. 18 upward pressure.
19 MR. HENDERSON: 19 JOHNSON, Q.C.:
20 A. Waéll, the costs, we do alot of travelling in 20 Q. Areyou al going to be doing more flying in
21 Hydro because of our very broad geographic 21 2015 than -
22 area and the distance between our central 22 MR. HENDERSON:
23 offices and where our work is done, where we 23 A. That'snot what’s happening here. It'sal to
24 service customers al aong the coast of 24 do with the cost of the faresfor what goes
25 Labrador. We have a lot of travelling 25 into the travel budget. It's not for

Page 30 Page 32

1 throughout the Northern Peninsula, all across 1 increasing travel. It's to do with the

2 the Island. Thereis a considerable amount of 2 increasing cost of the travel.

3 travel. So, welook at that becauseitisa 3 JOHNSON, Q.C.:

4 significant cost and trying to minimize that 4 Q. Just stay on the same table, office supplies.

5 travel, but there is upward pressure on travel 5 Now if | look at your 2014 actuals, they come

6 fares, the cost to maintain our vehicles. 6 in at about 2.4 million.

7 There's the fuel costs for the vehicles. 7 (9:45am.)

8 There' salso the costs for the, for instance, 8 MR. HENDERSON:

9 airfares, utilization of helicopter services 9 A. Excuseme, can you scroll downsol cansee
10 and so on. All of thosewereincreasing and 10 the numbers?
11 so when welooked at that, those were the 11 JOHNSON, Q.C.:
12 drivers of the increase in costs. 12 Q. Table37, yeah, office supplies.
13 JOHNSON, Q.C.: 13 MR. HENDERSON:
14 Q. But Mr. Henderson, Hydro has always had, you 14 A. Yes.
15 know, a far flung arrangement, even through 15 JOHNSON, Q.C.:
16 the years 2007 to 2012, in terms of having to 16 Q. Yeah, | seethese actuals are about 2.4
17 travel here and there. But what I'm 17 million in 2014, yet you're forecasting -- so
18 struggling with specificaly is the basis for 18 you were under forecast in 2014 on these
19 saying that in 2014 actuals could be 3.2, but 19 office supplies by about 200 and some odd
20 you'd need fully ahalf amillion dollars more 20 thousand. Yet, your 2015 forecast is some
21 in thetest year in 2015. | mean, | thought 21 400,000 above 2014 actuas. Andthis isin
22 you were tryingto be using things like 22 the context of when you go back at Table 36,
23 conference calling and looking for ways and 23 you see office supplies being very consistent,
24 means to reduce costs. I'm struggling with 24 without big variations from year to year. But
25 this. 25 in the test year, we see ajump.
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1 MR. HENDERSON: 1 will that cover off the warranty protection
2 A. | don't havethe detail for that, but when we 2 for two full years or isthere -- is that how
3 reviewed those costs, there wereitems in 3 it's supposed to work or is there supposed to
4 there that are indeed driving those costs up 4 be further paymentsin 20167
5 and so, | can't give you a detail on that, Mr. 5 MR. HENDERSON:
6 Johnson, and perhapsthe Finance Panel might 6 A. There sfurther payments. That cost isover a
7 be ableto when they cometo the stand, but 7 two-year period. So that period beganin|’m
8 there are a number of items in there. 8 going to say end of July, | believe,in 2015
9 Anything that was at all seen as putting us 9 and will continue for atwo-year period.
10 above inflation, there was discussions about 10 JOHNSON, Q.C.:
11 that and they were accepted, and | don’t know 11 Q. Sothere’ll beanother 1.6 millionin 2016
12 al the items in an office supply cost 12 expended?
13 category, but there are certain things there 13 MR. HENDERSON:
14 that may be directly influencing those 14 A. Yes, therewill be additional amountsin 2016.
15 Increases. 15 It wouldn’'t be the full amount becauseit’s
16 JOHNSON, Q.C.: 16 only -- it will run to the middle of the year.
17 Q. Turnto System Equipment Maintenance, and for |17 JOHNSON, Q.C.:
18 this, I'd like to bring you back to page 2. 46 18 Q. Okay. So for that two-year protection,
19 of your regulated activities evidence. Y eah, 19 there’'s more being paid in 2015 than in 20167
20 and starting at linenine. Hydro starts off 20 MR. HENDERSON:
21 at line nine saying "System Equipment 21 A. That'scorrect. The agreement that we have
22 Maintenance expensesin the 2015 Test Year of |22 runsfor two years. That started at the end
23 14.8 million are 7.3 million higher than 2007 23 of July and will run through to the end of
24 actualsof 7.5 million. In 2015, there' sa 24 July in 2016.
25 further increase of 4.1 from 2014 primarily 25 JOHNSON, Q.C.:

Page 34 Page 36
1 related to costs of one million associated 1 Q. Okay. Sothere's-- okay. So thedetailson
2 with the new CT and an additional” and thisis 2 that, | guess the Finance people would have
3 the focus here for the moment -- "an 3 that?
4 additional 1.6 million to providefor the 4 MR. HENDERSON:
5 extended two-year warranty to cover the 5 A. I'msorry, | --it's atwo-year period, so
6 provision of technical oversight and coaching 6 I’ve -- | see puzzled looks on the face, but
7 from the engineering procurement and 7 it'satwo-year period starting in 2015, so it
8 construction contractor related to the 8 runsinto 2017.
9 operation and maintenance of that unit." 9 JOHNSON, Q.C.:
10 So, Mr. Henderson, you're aware of that 10 Q. Okay. As regards vegetation management,
11 warranty protection? 11 that's referenced on page 2.46, line 21,
12 MR. HENDERSON: 12 further increase of a half million dollars
13 A. Yes 13 related to vegetation management. That'sa
14 JOHNSON, Q.C.: 14 fairly significant increaseinthe cost for
15 Q. Andthecost of it? 15 vegetation management. | think you'll agree.
16 MR. HENDERSON: 16 MR. HENDERSON:
17 A. Yes 17 A. It is,and it isspecificaly to address
18 JOHNSON, Q.C.: 18 vegetation management requirements of the
19 Q. Sothis1.6 milliondollars, that’s going to 19 company. We had experienced a number of
20 be paid in 2015 or it's probably aready paid, 20 customer interruptions due to tree contact and
21 right? 21 we had alook and saw that we needed to put in
22 MR. HENDERSON: 22 some extra effort there to stay ahead of what
23 A. Thatisafeethat we pay on amonthly basis. 23 we were experiencing, which was a -- we
24 JOHNSON, Q.C.: 24 weren't staying ahead of the growth of
25 Q. Okay. Andwill the monies expended in 2015, 25 vegetation along our transmission lines and
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1 also on our dams and dikes, so we had to put 1 Q. Okay. Sothecosts that are being requested
2 in abit more, and there was also an increase 2 inrevenue requirement now of 2.8 million,
3 in the contract costs. When we went to tender 3 were these established based upon the records
4 for that, the costs have gone up as well. 4 of the previous party that was paying for
5 JOHNSON, Q.C.: 5 these costs, interms of what they were
6 Q. Okay. Justturningto another aspect of O&M 6 expending, or how was this arrived at?
7 costs, that having to dowith the TwinCo 7 MR. HENDERSON:
8 assets. Mr. Henderson, we understand that -- 8 A. Thiswas reflective of what -- CF(L)co was
9 and | think this comes from PUB-367. It just 9 doing that work for Twin Falls Corporation and
10 further provides some details on the amount 10 they will continue for us andthis is a
11 that’ s going into the 2015 test year revenue 11 reflection of what they had been spending and
12 requirement in relation to O& M costs for the 12 estimated that they would require to continue
13 TwinCo assets. So there you see it now, PUB- 13 to maintain those facilities.
14 367 on the screen. 14 JOHNSON, Q.C.:
15 Mr. Henderson, | take it that the 15 Q. Okay. So you have their records as to what
16 operation and maintenance costsrelated to 16 they were expending on it over say the past
17 these assets, these have not been costs that 17 five years?
18 Hydro has had to bear in the past, right? 18 MR. HENDERSON:
19 MR. HENDERSON: 19 A. I’'mgoingto ask Darrenif he could because |
20 A. That'scorrect. The only costs that Hydro was 20 don’'t have the full detail on that.
21 incurring in the past with respect to the 21 MR. MOORE:
22 TwinCo assets was through what was calledthe |22 A. Wedon't actually have their exact record of
23 Wabush Terminal Station Use Agreement and |23 what they’ ve been spending over the last five
24 there's an amount that we pay each year that 24 years, but we worked very closely with
25 varied. | could say it was somewhere in 25 Churchill Fallsto develop this budget amount
Page 38 Page 40
1 around the million dollars ayear, | believe, 1 based on their estimates of what it cost them
2 but it varied from year to year, that we were 2 over the past number of yearsto maintain and
3 paying for sharing the costs of the terminal 3 operate these assets and we're looking at the
4 station in Wabush. Now with Hydro taking over 4 operation and maintenance as well to Hydro’s
5 leasing the full, all of the facilities, we 5 standards for asset management in 2015 with
6 now have all of thefacilities costs, which 6 them providing the servicesto do that work,
7 are now recovered over a broader customer base | 7 but if you look at their budgeting, which |
8 certainly becauseit also is recovered through 8 don't have access to, | guess, or the
9 the Industrial Customerswho are using that 9 information in front of me now, | don’t think
10 transmission line. 10 these things were broken out as aline-by-line
11 JOHNSON, Q.C.: 1 item specific to those assets, butit was
12 Q. Yes, okay. Now the 2.8 million dollar amount, 12 based on discussion with their records over
13 who had been picking up the tab onthese O&M |13 the last number of yearsto devel op the budget
14 costs previously? 14 for 2015 to maintain these assets and operate
15 MR. HENDERSON: 15 these assets to Hydro' s standards.
16 A. They would have been -- as | said, there was 16 JOHNSON, Q.C.:
17 an aspect of it that Hydro was sharing in the 17 Q. | seethere’sahousing line there, $100,000,
18 Cost. 18 and if you scroll down alittle bit, there'sa
19 JOHNSON, Q.C.: 19 footnote there. "Housing in Lab City for two
20 Q. Yes 20 operators working at the Wabush Terminal
21 MR. HENDERSON: 21 Station." So isthat the arrangement? Isit
22 A. Andthen the bulk of it then would have been 22 50,000 per? Arethey in separate homes? How
23 through the arrangements with Twin Falls 23 does that work?
24 Corporation and its customers. 24 MR. HENDERSON:

A. They would be in separate homes.
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1 JOHNSON, Q.C.: 1 explanation, but it would be related to the

2 Q. Andit’slike -- isthat therental cost of 2 other assets in Labrador, which would be the

3 4,000 amonth? 3 transmission line and theterminal stations

4 MR. HENDERSON: 4 that go into Happy Valley area.

5 A. | don't have-- | don't know, Darren? 5 JOHNSON, Q.C.:

6 MR. MOORE: 6 Q. Okay. All right. I’'ll take that undertaking.

7 A. My understanding, it'sthe actual cost for 7 MS. GLYNN:

8 that housing facility for those employees. | 8 Q. Theundertaking is noted on the record.

9 think it may be through alease arrangement, 9 JOHNSON, Q.C.:
10 but 1I'd have todig further onthe exact 10 Q. | justwish toturn to reliability. Mr.
11 details, but | know it's the actual cost for 11 Henderson, | said the same thing to Mr. Martin
12 housing for those employeesto provide that 12 when hewason the stand and that is | made
13 service. 13 the observation that | didn’t see much of a
14 JOHNSON, Q.C.: 14 discussion in Hydro’ s application, just merely
15 Q. Sothat’sthe cost of the lease for 2015? 15 aparagraph or two or three perhaps at Section
16 MR. MOORE: 16 2.3.4, which spoke of the recent events of
17 A. Yes 17 January ’13 and the events of early 2014. And
18 JOHNSON, Q.C.: 18 you know, as we've seen and it's been
19 Q. Therewasaquestion asked by PUB-403andin 19 discussed inthe hearing, even before the
20 relation to transmission costs. If you could 20 events of 2014, Hydro did not meet itsKPI
21 bring up that RFI, PUB-NLH-403? The question 21 indicators asfiled with the Board and |
22 was to explain in detail why transmission 22 indicated in my opening statement to the Board
23 demand expenses for the Labrador 23 that there had been a declinein reliability
24 Interconnected System have increased more than |24 of service. Similarly, Newfoundland Power
25 five timesin the 2015 test year cost of 25 remarked the same. So what’s your appraisal,

Page 42 Page 44

1 service compared to the 2013 test year cost of 1 as thevp in charge of Hydro, asto the

2 service as shown in the particular schedule, 2 reliability situation over the last couple of

3 and the answer indicates that the expenses for 3 years?

4 transmission demand basically have increased 4 (10:00 am.)

5 from 976,000 in 2013 to 5.276 million in the 5 MR. HENDERSON:

6 2015 test year, which includes an increase in 6 A. Inthe last couple of years, we've had two

7 operating and maintenance expense of four 7 significant events that we have looked into,

8 million, 4.1 million, and it says "this 8 investigated, identified action items to

9 increasein O&M isprimarily related to the 9 address. There were specific items, a number
10 cost Hydro will be required to pay cr(L)co for 10 of itemsin those that we are addressing, have
11 maintenance of the TwinCo assets on the 11 addressed in many cases, and are continuing to
12 Labrador Idand -- or the Labrador 12 address. Those incidents are -- were
13 Interconnected System" and | was wondering the |13 significant and asignificant concern to us
14 basisfor that reply in the sense that it was 14 and the impact that it had on our customers.
15 primarily related to those costs because those 15 We'rewell aware of that and very concerned
16 costsare 2.8 million, as| understand the 16 about it and are taking it quite seriously to
17 previous discussion. So what's the 17 address those problems that occurred with
18 explanation for the other 1.3 million of the 18 those two significant events, and that’s been
19 overal 4.1 million increase? 19 asignificant and primary focus of the company
20 MR. HENDERSON: 20 since they occur and continues to be to
21 A. Doyou havethat? 21 address the items that were found and it isa
22 MR. MOORE: 22 concern and onethat we are working and
23 A. | don't have that number, no. 23 continue to work to prevent from occurring in
24 MR. HENDERSON: 24 the future.

25

A.

We'll have to undertake to provide that

25 JOHNSON, Q.C.:
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1 Q Soyouwouldn't take any exception with the 1 commitment to continueto dothat. You're
2 statement that this recent performance has not 2 asking me when will it be back at a specific -
3 been meeting customers reasonable 3 | can't say aspecificonit. That's not the
4 expectations? 4 type of thing that | could put out there, but
5 MR. HENDERSON: 5 al | can say is that we are doing a
6 A. | would agree that those -- nobody anticipated 6 significant amount of work, have done a
7 and would expect those kind of events to occur 7 significant amount of work to ensure the
8 and that we, asa company, we are very 8 reliability of the power system, and that will
9 concerned. It's been astrong focus of the 9 be our continued and ongoing focus, and that
10 company to address them. 10 will result in improvements.
11 JOHNSON, Q.C.: 11 JOHNSON, Q.C.:
12 Q. Yeah, | understand, but you know, the 12 Q. Butyoudon't really know how it'll take?
13 performance has not met with reasonable 13 MR. HENDERSON:
14 expectations of a reasonable customer? 14 A. Asl sad, we'rein an environment wherewe
15 MR. HENDERSON: 15 have aging infrastructure that we are working
16 A. | can't speak for what areasonable -- all I'm 16 through and addressing and to stay on top of
17 saying isthat that performance islessthan 17 that. All | cansay is that that's the
18 what our historic performance was. We are 18 context in which we'reworking. To say, |
19 concerned that we get back to our performance 19 don't know, | don’'t know that anybody can
20 levelsthat we've historically experienced. 20 reasonably predict the future, but | can say
21 That’sin the context of aging facilities, the 21 that what we're doing is addressing the
22 Holyrood plant isgoing to be used more 22 reliability issues, the things that occur on
23 intensively over the next period of time. So, 23 the system we will investigate, identify
24 we have to ensure that we stay on top of the 24 issues and address them. We also will look at
25 maintenance requirements for those facilities, 25 the conditions so that we're proactive on the
Page 46 Page 48
1 that we replacethem through our capital 1 condition of thefacilities to ensure that
2 program asrequired to ensurethe ongoing 2 we're addressing itin an appropriate time
3 reliability and it’s ahigh focus areafor us 3 frame.
4 to get our reliability tothe level that 4 JOHNSON, Q.C.:
5 customers have been accustomed to and we are 5 Q. Mr. Henderson, yesterday you spoke of a number
6 moving on all of those fronts. 6 of changes implemented since January of 2014.
7 JOHNSON, Q.C.: 7 Y ou spoke about the addition of the Chief
8 Q. Whendo you expect that wewill be getting 8 Operating Officer, the weekly tracking of
9 back toa level that customers have been 9 preventative maintenance progress, a group
10 accustomed to, as you put it? 10 focus on thecT, and you also discussed
11 MR. HENDERSON: 11 briefly the reliability improvement program
12 A. Weare continually working on any issues that 12 whichis being led by the Chief Operating
13 arise. Wehave a very strong focus on our 13 Officer, and this is a - would you
14 asset management program to ensure that we're |14 characterize this as a directed effort to seek
15 going appropriate condition assessments, 15 out reliability improvement opportunities?
16 completing our preventative maintenance 16 MR. HENDERSON:
17 program. All of those thingswill havean 17  A. ltisto look at what we' ve experienced and
18 impact to bring reliability back to whereit 18 continue to look at that to put them forward
19 was. | have to say that there is no 19 to make sure that we' re following forward with
20 guarantees because we do have aging 20 the items that had been identified through our
21 facilities, things can happen with aging 21 reviews over the last two years, and it isto
22 facilities, but our objectiveisto stay on 22 also look for other opportunities to improve
23 top of that to do everything that we can while 23 reliability that we may put forward through a
24 balancing cost, of course, to ensure reliable 24 capital improvement program or it could be any
25 service to our customers and that’s our 25 number of things, and | wouldn’t - those are
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1 thetypesof things. It'stolook at items 1 coo'sduties, | takeit?
2 that will addressiit, certainly considering a 2 MR. HENDERSON:
3 balance of cost aswell, but it isto ook for 3 A. Thatispart of thecoo, andthat's one of,
4 opportunitiesto improve reliability in areas 4 I’ll say, critical pieces of his activitiesin
5 that we feel our reliability performance 5 2015 is getting that into a document for me.
6 should be better. 6 JOHNSON, Q.C.:
7 JOHNSON, Q.C.: 7 Q. Now yesterday, Mr. Henderson, you stated in
8 Q. Soit soundslikeyou would agree with the 8 relation to the distribution saibi and sAIFi
9 characterization that it's avery directed 9 targets, as captured inthekpris filed with
10 effort? 10 the Public Utilities Board, that these were
11 MR. HENDERSON: 11 unreadlistic for both 2013 and 2014, isthat
12 A. Itisa specific directed effort so that we 12 right?
13 will be able to follow and track what we're 13 MR. HENDERSON:
14 doing to address any specific reliability 14 A. That'sright.
15 issues that we' ve identified. 15 JOHNSON, Q.C.:
16 JOHNSON, Q.C.: 16 Q. Now thesewould have been developed by Hydro’s
17 Q. Andthiswill be- when wasthis reliability 17 internal experts on these matters, isn't that
18 improvement program established? 18 right?
19 MR. HENDERSON: 19 MR. HENDERSON:
20 A. Wéll, what | would say to you that it has been 20 A. Thesewere developed some years ago by people
21 aways a focus of Hydro to address 21 who are knowledgeable on the reliability
22 reliability, so in terms of a program, it has 22 metrics, and they were established based on a
23 aways been part of our work. It's not 23 continuous improvement of historic performance
24 something new. What this is, is to ensure 24 and making improvements year over year over
25 that we haveit documented, the items that 25 historical performance.  They did not
Page 50 Page 52
1 we're doing so that | have visibility of those 1 adequately consider thework planthat was
2 items, and we can track each of those items 2 being put forward each year. They were, if
3 that we're doing to address reliability, so 3 you like, they were backward looking, they
4 they will - | say it’s been happening all the 4 looked at where we had been and said, okay, we
5 time in Hydro, but thisisto bringitupto a 5 want to establish an improvement and they
6 higher level sothat | seeitand | haveit 6 established afixed annual improvement, 5 or
7 before me the document. So some of this will 7 10 percent over the previous year, and those
8 be things that may have been identified prior 8 metrics look back at where we had been to
9 to 2013 that are ongoing. There will also be 9 establish where we're going, they were not
10 itemsthat we' ve identified as a result of the 10 appropriately reflective of the capita
11 reviewsof 2013 and 2014, and they will be 11 program that we were putting forward and were
12 other thingsthat people have been asked to 12 executing, which would be including
13 look at where there’ s other opportunities that 13 significant planned outages in our
14 wecan do onago forward basis, so that | 14 distribution system for distribution line
15 have visibility of it, and it's something that 15 upgrades, terminal station upgrades that were
16 we will track on a go forward basis. 16 happening in Labrador City and Wabush where
17 JOHNSON, Q.C.: 17 it's particularly significant to us the
18 Q. Soitsoundslikeit has adegree of formality 18 outages that were required because of growth
19 to this program? 19 in customers that were occurring in Labrador,
20 MR. HENDERSON: 20 in particular, but there's all of those
21  A. Ithasadegreein what | would expect to see 21 aspects of it that when | talked to our folks
22 as a documented list of actions and 22 about that, that they had not taken that into
23 initiatives. 23 consideration. They had looked backwards and
24 JOHNSON, Q.C.: 24 said we want to go for continuous improvement,
25 Q. Right, and thisisa significant part of the 25 and those targetshad been established a
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1 number of years ago before these programswere | 1 Q. And certainly you aways had projects that

2 being put forward in the capital and the 2 impact transmission?

3 approach wasthat if you didn’t meet it, you 3 MR. HENDERSON:

4 carried the target forward into the next year, 4 A. Aganit'sreflective of we have been making

5 and you just keep carrying forward the target 5 considerable increase in our capita

6 that had been established until you make it. 6 investment requiring additional outages, and

7 That, when | looked at it, | said we need to 7 so that isimpacting on the performance or the

8 rethink this because we've got an extensive 8 metricsin those areas aswell. Therewasa

9 upgrade program in our distribution systems 9 needto be moredeliberate in setting the
10 that’ s affecting planned outages, and we also 10 targets to consider those. There was an
11 have to reflect the condition of our assets 11 element inthe transmission onesthat was
12 and that type of thing. So thisyear was the 12 reflective of the plan, but again it did not -

13 start of doing amore thorough review and 13 it didn’t have the full robustness that would
14 bringing that into the target setting. 14 really reflect what'sneeded to set that
15 JOHNSON, Q.C.: 15 target to be meaningful.
16 Q. Butisn'tit- soto your knowledge, how long 16 JOHNSON, Q.C.:
17 had Hydro been preparing, in this case, the 17 Q. Sol guess, thebottom lineisthat the new
18 distribution saiDI and sAIFI targets along the 18 targets, these new and improved targets, if
19 line as you’ ve described them? 19 you will, they’re going to, in essence, make
20 MR. HENDERSON: 20 it less difficult for Hydro to meet them, do
21 A. It had been that way for afairly long time. 21 you agree with that?
22 JOHNSON, Q.C.: 22 MR. HENDERSON:
23 Q. Right, and wouldn’'t it be truethat inany 23 A. They are more readlistic of the expectation of
24 particular year there would be capita 24 what the system - what will happen.
25 projects being undertaken by Hydro that might 25 (10:15am.)
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1 have a bearing on outages? | mean, that’s not 1 JOHNSON, Q.C.:

2 new, isit? 2 Q. And,forinstance, | seeaparalel hereon

3 MR. HENDERSON: 3 customer satisfaction, and that is the

4  A. Our distribution system is - we have afairly 4 customer satisfaction KPI was greater than 90

5 small customer base of 38,000 customers. So 5 percent in 2013, right?

6 in that scenario, you can have high 6 MR. HENDERSON:

7 variability from year to year for significant 7 A. That'sright.

8 events because one event inone community 8 JOHNSON, Q.C.:

9 could have significant impact. Y ou don’'t have 9 Q. Butthenyou folks adjusted the target to say,
10 the ability that you'd seein alarge utility 10 no, we're not going to demand of ourselves
11 like Newfoundland Power that has 280 or 290 11 greater than 90 percent in 2014, we' re going
12 thousand customers, have alarger customer 12 to drop it to greater than 80 percent in 2014,
13 base, that those things become less evident, 13 right?

14 but when we do something as extensive aswe 14 MR. HENDERSON:

15 weredoing in Labrador City, that has abig 15 A. That'sright.

16 impact. 16 JOHNSON, Q.C.:

17 JOHNSON, Q.C.: 17 Q. Andthen it made the target because according
18 Q. Butyou'resimilarly, | take it, planning to 18 to the survey, it camein at 84 percent?

19 change how you go about targeting on 19 MR. HENDERSON:

20 transmission sAIFl and SAIDI too, taking it 20 A. Right.

21 into the same type of consideration, isthat 21 JOHNSON, Q.C.:

22 right? 22 Q. And, of course, you didn't measure customer
23 MR. HENDERSON: 23 satisfaction in 2013 at all, you just had a

24  A. That'scorrect. 24 target, but it was not measured, right?

25 JOHNSON, Q.C.: 25 MR. HENDERSON:
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1 A. That'sright. 1 JOHNSON, Q.C.:
2 JOHNSON, Q.C.: 2 Q. Isatarget?
3 Q. Now with these adjusted distribution saiDI and 3 MR. HENDERSON:
4 SAIFI targets that you' re talking about, would 4 A Yes
5 Hydro have made target in either of 2013 or 5 JOHNSON, Q.C.:
6 2014 with these new and improved targets? 6 Q. Andal I'masking youisnumericaly with
7 MR. HENDERSON: 7 that 2015 target you have in mind, would your
8 A. What we'retalking about isa process of 8 performancein 2013 and 2014 have made the
9 establishing targets, and we did not go back 9 grade?
10 in 2012, 2013 or 2014 and change the targets. 10 MR. HENDERSON:
11 The targets were what they were, and we just 11 A. No.
12 lived with them. We did not go back and say 12 JOHNSON, Q.C.:
13 what would we have doneif we had done it 13 Q. No, okay. Theonly thing | say isthat grade
14 differently. We didn’t makethat effort. We 14 for those years, using that process, has not
15 said on ago forward basis, wewant to be 15 been set.
16 doing that, but we did look back at what we 16 JOHNSON, Q.C.:
17 had been experiencing and considered that in 17 Q. HasHydro sought any independent guidance on
18 terms of the future targets because we wanted 18 its approach to adjusting targetsin this
19 to make sure that we' re challenging ourselves 19 matter, or is thisa made in Hydro approach?
20 to improve. 20 MR. HENDERSON:
21 JOHNSON, Q.C:: 21 A. Thisisthe approach that | have directed and
22 Q. ButwhatI'm getting at iswe know the data 22 requested occur. It s not something that came
23 from 2013 and 2014, we know the performance of 23 from anybody else.
24 Hydro on distribution saibl and salFl, and 24 JOHNSON, Q.C.:
25 what I'm asking is if you applied the new 25 Q. Now the Board has heard evidence, as have the
Page 58 Page 60
1 targets that you have in mind now, would your 1 parties, in this proceeding that the company’s
2 performance in 2013 and 2014 have met these 2 own targetsthat it set internally, not the
3 new and improved targets? 3 KPI targets that get filed with the Board, but
4 MR. HENDERSON: 4 its own targets that find their way into
5 A. Wdll, the target for 2015 isreflective of 5 performance contracts and the like, that the
6 what we anticipate will happen in 2015, 6 company’s own targets weren’'t achieved in
7 reflective of our outage plans in 2015, 7 relation to reliability in either of 2013 or
8 reflective of the work that we've done in the 8 2014, and | take it you agree with that?
9 past to improve reliability to get 9 MR. HENDERSON:
10 improvements, so those targets are appropriate 10 A. Yes
11 for 2015, they may not be appropriate for 2014 11 JOHNSON, Q.C.:
12 or 2013 because they were focused onwhat we |12 Q. Okay.
13 were doing in 2015. 13 MR. HENDERSON:
14 JOHNSON, Q.C.: 14 A. Butl will include one qudlifier, isthat the
15 Q. Yeah, but at the end of the - 15 targets that we have are distribution
16 MR. HENDERSON: 16 reliability, transmission reliability,
17 A. Soif | put them back and compare them to the 17 generation reliability, of different sorts.
18 previous years, the previous years won't make 18 In some areas during that time, | believe that
19 those targets because there’ s an improvement. 19 the reliability was not necessarily poor. My
20 JOHNSON, Q.C.: 20 understanding isthat in one of those years
21 Q. Butattheend of the day what comes out of 21 one area, I'll say, of adistribution area did
22 thisnew and improved processisa number, 22 meet target, or was close to meeting target.
23 right? 23 JOHNSON, Q.C.:
24 MR. HENDERSON: 24 Q. Andwe'll look at theinterna reliability
25 A, Itis 25 targetsin amoment, but just to be clear, is
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1 it the internal targets that have been 1 UFOP on the combustion turbines. There's
2 developed and which find themselvesin the 2 monthly reports on each of these that come to
3 performance contracts, arethey the targets 3 me, so that all of those arethere and are
4 that the company has been using to focus your 4 monitored and | will have discussions with
5 efforts and work plans, and not the onesfiled 5 people who have different aspects of it.
6 with the Board? 6 Generally speaking, what happens there is that
7 MR. HENDERSON: 7 you know and | know what theissues were
8 A. There sdifferent aspects of this. Asfar as 8 before the report comes out because when they
9 the company is concerned and the high level 9 occur, I'm well aware of them, and there’'sa
10 ones that we discussed at the leadership team, 10 lot of discussion about them and let’s look at
11 there' s certain ones there that we talk about, 11 what happened, how do we prevent that from
12 and for the most part we focus on initiatives 12 happening again, what did we learn from that
13 that we' re undertaking to improve reliability 13 incident. All of thesethings, while these
14 on thosetypes of things, but the actua 14 lagging measures show you at theend of the
15 metrics of, alagging metrics, looks back as 15 year how you' ve done, or each month they show
16 to what you had, they are also there as well, 16 you how you've done, but alot of the focused
17 and in each of the managers within Operations, 17 discussion is what was the cause of the
18 they have metrics in their performance 18 incidents that we had and what are we doing to
19 contractsrelated to reliability for their 19 address those incidents, and to improve
20 particular area of responsibility. Soif it's 20 performance and - so, you know, I’m going out
21 amanager that has a distribution reliability 21 abit because, you know, what’ s important here
22 area or concern, then that manager has a 22 isto learn from what’'s happeningto make
23 distribution reliability target built into 23 improvements. That'swhere our focusis. We
24 their performance contract, and the measures 24 talk about our asset management program and
25 that they have in terms of distribution 25 completion of our MPs, and wetalk about the
Page 62 Page 64
1 reliability would be consistent with what we 1 incidents and how we'reinvestigating those
2 put tothe Public UtilitiesBoard as the 2 incidents and ensuring that we do a consistent
3 target. There's nothing different there. 3 approach on that to improve reliability. As|
4 It'sone and the same. So the distribution 4 said, at the end of the year when we measure
5 SAIDI and SAIFI values that are put before the 5 our performance, we use the exact same metrics
6 Board, while they are ahigh level company 6 that have been reported to the Board in terms
7 level, they can be broken down into a Labrador 7 of looking and measuring how wedo. That'sa
8 region or a Northern region, so each one of 8 benchmark that we are striving to get to those
9 those regional managers will have their share 9 levels, we have targets that we' ve established
10 of that reliability target to meet. The sum 10 on those, andthose targets are what we
11 of each of the regions adds up to the whole, 11 provide to the Board.
12 whichis the number that we put in the KpPI 12 JOHNSON, Q.C.:
13 report. 13 Q. Thereliability focused targets, as discussed
14 JOHNSON, Q.C.: 14 in your performance contracts of 2013 and
15 Q. Wdl, tell us how the internal targets at 15 2014, are reliability, forced outages, and
16 Hydro on reliability differ fromthe ones 16 maintain generation contingency reserve
17 filed with the Board? 17 requirements?
18 MR. HENDERSON: 18 MR. HENDERSON:
19 A. Hydrousesall of the onesthat are filed with 19 A. That'sright.
20 the Board and measures, tracks, reports. 20 JOHNSON, Q.C.:
21 Every month, | see a report on the 21 Q. Could you explain to us what was the process
22 transmission sAaIDI and SAIFI, the distribution 22 that you folks used for arriving at your
23 SAIDI and SAIFI. | see the DAFOR forced 23 internal targetsin relation to those areas?
24 outage rate on arolling annual basis. | see 24 MR. HENDERSON:
25 the utilization forced outage probability, the 25 A. Canyou just bring those upjust so | have
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1 them as areference? 1 event, that we would have a customer
2 JOHNSON, Q.C.: 2 interruption. Sowe striveto getto 100
3 Q. Certainly, these would be Undertaking 2. 3 percent there. That’s where we want alwaysto
4 MR. HENDERSON: 4 bein a situation whereif an event occurs,
5 A. Sothere's two metrics there. Oneis the 5 that - we talked about in, inminus 1, it's
6 reliability and forced outages, so it excludes 6 that one event that occurs that takes you
7 planned outages. So we're focusing on those 7 down. Thismeasure here islooking at how
8 that are unexpected. This measure is a 8 well we are making our generation availableto
9 measure of the amount of energy unsupplied by 9 ensure customers load ismet in case thereis
10 Hydro as a result of interruptions. This 10 one more event. So we're basically looking
11 comes from the main transmission systemand |11 for 99.5 target of that availability. So this
12 generation system, how well we' ve operated to 12 ties back to our generation availability
13 supply energy to our customers. Sothisisa 13 metrics. There isn't asimilar metric like
14 measure of how much energy wasn’t supplied, |14 thisreported that I'm aware of by anybody
15 and it’sreally - you can almost equate it to 15 else, soit’s not one that you can benchmark
16 acustomer measure because the customers are 16 against other utilities, but it’s one that we
17 using the energy, but different customers use 17 said thisisreally where the rubber hitsthe
18 different amounts, but it’ s holistic and looks 18 road, if you like, that if our generationis
19 at the total unsupplied energy. That 19 not there when a customer needsit, that's the
20 particular metric isonethat istied to our 20 issue, and while the generation availability
21 transmission saiDl and sAlFl, and it's 21 number, if you look at it, that does not
22 calculated using the transmission saibl and 22 reflect customer demand, it just talks about
23 SAIFI. It aso bringsinto account the under 23 the equipment, isit there or not. Thisone
24 frequency load shedding that occurs 24 brought in the customer requirements and
25 periodically on our system. Because of our 25 reflects the customers requirements day in and
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1 isolated nature, we have under frequency load 1 day out throughout the wholeyear. So this
2 shedding. The transmission SAIDI and SAIFI 2 was put forward so that we were focused on
3 measures don’t capture under frequency events. 3 that area from our generation perspective.
4 In order to ensure that we bring that into a 4 (10:30 am.)
5 single metric, we brought the unsupplied 5 JOHNSON, Q.C.:
6 energy in, so it reflects the energy that 6 Q. Andthen how did these evolve then into 2015,
7 wasn't supplied to customersasa result of 7 because they changedin 2015, how did that
8 transmission related issues or generation 8 come about?
9 related issues, and as | said, it’stied back 9 MR. HENDERSON:
10 to we report to the Public Utilities Board the 10 A. In 2015, what we did iswe looked at it and we
11 number of under frequency events and wereport |11 said we want to bring in the customer focus.
12 to the Board transmission SAIDI and SAIFI. 12 Whilethese here, you can look at them and
13 This is connected to those through that 13 say, okay, they are directed at the customer,
14 measurement system.  The generation 14 as| just explained and the customer demands,
15 contingency reserveisameasure of how well 15 we said, well, maybe the real thing hereisto
16 our generation is available during the winter 16 look at what is the real impact on customers.
17 period - well, actually it’s throughout the 17 Soin 2015, what we did iswe looked at our
18 whole year, but the strongest component is 18 historic impact on end customer use, so this
19 related to thewinter. What it does, it's 19 was Newfoundland Power customers as well as
20 measuring the difference between how much 20 Hydro'srural area customers.
21 generation we have available and how much the 21 JOHNSON, Q.C.:
22 customers are demanding on the power system, 22 Q. I think it might be useful to bring up the
23 and it tells us how many hours during the year 23 2015 on the screen. | think that's at
24 in which our generation availability is 24 Undertaking 10.
25 putting usinto a situation where if we had an 25 MR. HENDERSON:
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1 A. Thankyou. That'sgreat, Jennifer. So the 1 specific here on that in the 2015 document.
2 customer reliability, saiDI, direct and NP, 2 Is customer satisfaction a part of your
3 that is Newfoundland Power’s customers and 3 target?
4 Hydro s direct rural customers, measuring how 4 MR. HENDERSON:
5 many hours during the year Hydro related 5 A. Inmy personal performance contract, these are
6 things happened that caused an interruption to 6 the areas that have been highlighted to focus
7 that customersload. So you take the hours 7 on. The customer satisfaction is certainly
8 that Hydro caused - I'm comfortable saying 8 onethat wefollow at the Hydro leadership
9 Hydro caused becauseit could be extreme 9 team, it's an important measure, and we
10 weather, it could be any reason, but I'll say 10 discuss every month how we're doing with
11 it's related to Hydro equipment caused an 11 respect to executing our customer satisfaction
12 outage to our customers, and I’ll say ours and 12 improvement plan, but we have a strategic plan
13 Newfoundland Power’s customers. We don't |13 that | believe has been filed with the Board
14 really look at them differently, they’'real 14 onthe actionsthat we are taking, and we
15 customers that we are required to supply. 15 discuss those each month on the initiatives,
16 JOHNSON, Q.C.: 16 how well that’s progressing, and the Vice
17 Q. Right. 17 President of Corporate Relations has been
18 MR. HENDERSON: 18 charged with that as her responsibility for
19 A. So we're looking there at 1.98, on the 19 Hydro. So shereportson that to the Hydro
20 threshold there, 1.98 hours per customer and 20 leadership team each month.
21 that would be all of the customers that Hydro 21 JOHNSON, Q.C.:
22 supplies, and then we set atarget of 1. 88 22 Q. Sois thelong and short of it, that’s not
23 hoursto all of those customers. Similarly, 23 something that’sin your own personal target?
24 on the frequency, we indicated 1. 13 24 MR. HENDERSON:
25 interruptions per customer per year by Hydro 25 A. It's not in my own personal performance
Page 70 Page 72
1 related facilities, and a target of 1.08 1 contract, but it’s something that | address
2 interruptions per customer. Soin order to 2 each and every month and there’ s a number of
3 bring that metric and follow it, we have 3 thingsthat happenin Hydro that aren’t in
4 worked with Newfoundland Power so that they 4 this becauseif you wereto put them all in
5 provide us regular updates of the impact our 5 here, you end up with watering down the value,
6 events, if you like, have on their customers. 6 if you like, if you put in al the areas that
7 The other metrics didn’t rely on Newfoundland 7 we' re focused on, so the choice was made that
8 Power, and so over the years we had progressed 8 the focuson the items that are in this
9 trying to do it with only our in-house things. 9 performance contract.
10 That’s why unsupplied energy was what we were 10 JOHNSON, Q.C.:
11 using because wedidn't have that direct 11 Q. But customer satisfaction, | mean, you'd think
12 access, but over the past period of timewe 12 that would be pretty central?
13 worked with Newfoundland Power and we now have |13 MR. HENDERSON:
14 regular - every time there€'san event on 14 A. Customer satisfaction is very important for us
15 Hydro's system, we get the customer hours and 15 certainly.
16 the customer - how many customers were 16 JOHNSON, Q.C.:
17 impacted and for what duration, so that we can 17 Q. Now | understand that Hydro is developing a
18 keep track of it and report it to our folks so 18 customer service strategy, a five year
19 that | can seeit, and we get adirect view of 19 customer service strategy. Are you aware of
20 customers. 20 that initiative?
21 JOHNSON, Q.C:: 21 MR. HENDERSON:
22 Q. Mr.Henderson, whereis- | didn’'t seeany 22 A. Yes, that'swhat | was just speaking to.
23 specific reference to customer satisfaction 23 JOHNSON, Q.C.:
24 target in either 2013 or 2014 documents. Now 24 Q. Okay, and didyou have direct input and
25 I'm not seeing anything, | don't think, 25 involvement in the development of that
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1 strategy? 1 that?
2 MR. HENDERSON: 2 MR. HENDERSON:
3 A. That strategy wasled by our customer services 3 A Yes
4 group, and that was brought forward to me and 4 JOHNSON, Q.C.:
5 presented to me, and | reviewed it and was 5 Q. Andareport hasbeen requested by the Board
6 satisfied that it was a good plan. The 6 by September 30th for a number of
7 development of that involved people beyondthe | 7 deliverables. You're aware of that?
8 Customer Services Department. It involved 8 MR. HENDERSON:
9 field people who are talking to the customers 9 A Yes
10 on adaily basis, because in order to complete 10 JOHNSON, Q.C.:
11 that, people in Darren’s shop also are key and 11 Q. And canyou undertaketo file that report on
12 critical because they are the ones who deal 12 the record in this proceeding once it’'s
13 with customers when they have aproblemwith |13 prepared?
14 their serviceor when they’re getting new 14 MR. HENDERSON:
15 service, that type of thing. So whileit was 15 A. Sure
16 lead by the Customer Service group, the Rural 16 JOHNSON, Q.C.:
17 Operations areas of the company were a 17 Q. Okay.
18 critical and key part of that as well. 18 MS. GLYNN:
19 JOHNSON, Q.C.: 19 Q. Noted on therecord.
20 Q. What will you be doing personaly to ensure 20 JOHNSON, Q.C.:
21 the implementation of this strategy as it 21 Q. Canl discusswith you now the rural deficit.
22 rolls out, will you have arole in that 22 Mr. Henderson -
23 regard? 23 MR. HENDERSON:
24 MR. HENDERSON: 24 . | have notes here. | just want to -
25 A. My role will be working with the Vice 25 JOHNSON, Q.C.:
Page 74 Page 76
1 President of Corporate Relations and ensuring 1 Q. Okay. Mr. Henderson, you're aware that the
2 that we'rein regular contact on how that plan 2 rural deficit is now approaching 64 million, |
3 is progressing, so each month 1'm updated on 3 think, on an annual basis?
4 how well that is going. | asotak tothe 4 MR. HENDERSON:
5 Operations Managers, ensuring that they are 5 A. That soundsright.
6 doing their role as part of that aswell. 6 JOHNSON, Q.C.:
7 JOHNSON, Q.C.: 7 Q. And we asked in ca-207 if Hydro had a
8 Q. Butintermsof thedriving of this, thisis 8 projection of therural deficit beyond 2015.
9 not on your desk as much asit’son the - 9 If we could bring up that RFI.
10 MR. HENDERSON: 10 MS. GRAY:
11 A. | hesitate to say that it'snot, but | - there 11 Q. Revision 1, Mr. Johnson?
12 are delegation of responsibilities here and 12 JOHNSON, Q.C.:
13 that’s one that's delegated to the Vice 13 Q. Pardon me?
14 President of Corporate Relations to deliver. 14 MS. GRAY:
15 JOHNSON, Q.C.: 15 Q. Revison1?
16 Q. Turningto winter readinessjust generaly, 16 JOHNSON, Q.C.:
17 and we've touched on - this has been touched 17 Q. Yes. Weasked the question asyou can see
18 on by Mr. O’'Brienin terms of your appraisal 18 there, Mr. Henderson, what was Hydro's
19 of that yesterday, | won't revisit that. As 19 forecast for the rural deficit for the next
20 you're aware, Mr. Henderson, or | assume that 20 fiveyears, and it wasindicated that Hydro
21 you're aware, the Board hasrecently sent 21 doesnot currently have projections of the
22 Hydro correspondence indicating that it plans 22 rural deficit beyond this period, and why
23 to monitor Hydro’ swinter readiness planning 23 wouldn’t Hydro have aforecast, and the reason
24 and scheduling, as was donelast year in 24 | ask you thisisthat | understood, and if
25 advance of the winter season. Y ou’re aware of 25 need be, we can pull up the order and we might
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1 do that in short order, that in the Board's 1 Q. Sotherewas other requirements aswell in the
2 2004 GRA Order, they ordered Hydro to submit 2 Board' s Order, including the cost per kilowatt
3 in conjunction with its annual financial 3 hour per system, showing acomparison with
4 report afive year forecast of the rural 4 cost per kilowatt hour for the Isand-
5 deficit by system. Areyou aware of that 5 Interconnected System and Labrador, the
6 obligation? 6 deficit per customer, etc, and if | could turn
7 MR. HENDERSON: 7 you to the rural deficit annual report from
8 A. | wasn't awareof that specific obligation, 8 March, 2015, that Mr. O’ Brien brought up with
9 but, you know, agree with it if that’swhat it 9 you yesterday.
10 says. 10 (10:45am.)
11 JOHNSON, Q.C.: 11 MS. GLYNN:
12 Q. Justif we could bring up the 2004 GRA Order, 12 Q. Information number 8.
13 Page 120. 13 JOHNSON, Q.C.:
14 MS. GRAY: 14 Q. Info 8. Mr. Henderson, haveyou had an
15 Q. Sorry, Mr. Johnson, doyou havethe Order 15 opportunity to review this document?
16 number? 16 MR. HENDERSON:
17 JOHNSON, Q.C.: 17 A. | havereviewed it, yes.
18 Q. lcanseeif | cangetit. 18 JOHNSON, Q.C.:
19 MS. GLYNN: 19 Q. Andl take it that you will agree that this
20 Q. Wethink it may be PU-14, 2004. 20 document is not providing the information that
21 JOHNSON, Q.C.: 21 was ordered completely in the Board's 2004
22 Q. | think that would beright, thank you very 22 Order, right?
23 much. Page 120, | hope. You see after the 23 MR. HENDERSON:
24 Board' s discussion of the general deficit for 24 A. Thisdoesnot include the itemsthat we just
25 the rura deficitissue, it made a very 25 covered.
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1 particular Order. Do you see that, Mr. 1 JOHNSON, Q.C.:
2 Henderson? 2 Q. Right. Forinstance, cost per kilowatt hour
3 MR. HENDERSON: 3 per system, or anything likethat. Soif we
4 A. ldo,yes. 4 could just turn to NP-NLH-034.
5 JOHNSON, Q.C.: 5 MS. GRAY:
6 Q. And so there wasa number of pieces of 6 Q. Revision 2, Mr. Johnson?
7 information that was expected to be provided, 7 JOHNSON, Q.C.:
8 and, | guess, just goingto thefive year 8 Q. Yes, thank you. Soif we come down abit, we
9 forecast, what's the reason that there’sno 9 see the breakdown by system here, and quite a
10 five year forecast available? 10 large chunk is taken up with the Island-
11 MR. HENDERSON: 11 Interconnected System. Thesewould be your
12 A. | can't say specifically because | - one thing 12 own direct customers on theisland, right, the
13 | do know in terms of in order for the company 13 Northern Peninsula, those customerson the
14 to determine the rural deficit requires a cost 14 Interconnected grid?
15 of service study because there's costs that 15 MR. HENDERSON:
16 have to be allocated in order to identify the 16 A. That's correct, they're on the Island-
17 rural deficit. So | expect that - I'm 17 Interconnected System, North Peninsula, the
18 speculating, but | expect that the difficulty 18 South Coast, also Fogo, Baie Verte Peninsula.
19 in doing aforward looking is that you need to 19 JOHNSON, Q.C.:
20 do acost of serviceand atest year, and a 20 Q. Right, so about 25 million of the 64 million,
21 type of analysisin order to predict what the 21 and Labrador Isolated is 27.4 million for that
22 rural deficitis, because it incorporates 22 system. Now if we go then further to NP-NLH
23 alocations that come out of a cost of service 23 035, we start to see some of the cost recovery
24 study. 24 percentages for each Hydro rural system. So
25 JOHNSON, Q.C.: 25 wesee L’Anse Au Loup, about 45 percent cost
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1 recovery; |land-Interconnected, 67 percent; 1 demand in those communities and how we may be
2 Island Isolated, 16 percent; Labrador 2 able to meet that in a different manner, for

3 Isolated, 24 percent, and on atotal basis 3 instance, applying different genera

4 about 51 cents on the dollar isrecovered. So 4 technologies that are more efficient and may

5 you're familiar with these figures, | take it? 5 lower the cost, and they would look at the

6 MR. HENDERSON: 6 long run cost of the generation supply to see

7 A Yes 7 what opportunities there are to give least

8 JOHNSON, Q.C.: 8 cost supply to these customers over the long

9 Q. Now Hydro’'s March 2015 report that we just 9 haul, but they would all resultin capital

10 spoke of outlined a number of different 10 investments and the cost, so al of those

11 initiatives that Hydro was taking under 11 things fundamentally are what establishes the

12 operating initiatives, and we can go back to 12 rural deficit and then the rates that

13 that document, and I’'m sorry if we're jumping 13 customers are charged is the other side of

14 around, but | want toput itin abit of 14 that equation. So to the extent that we have

15 context. So Page 3, the operating initiatives 15 the rates are relatively fixed by Government

16 are contained at Page 3, and there’ s a number 16 policy and direction, that's one side of

17 of bullet pointsabout the retrofitting of 17 things that there’ s not anything directly that

18 fluorescent light fixturesin area offices, 18 Hydro does asit follows Government direction,

19 and | won't go through the whole listing of 19 but the cost is where we would focus on, the O
20 them, but | guess, Mr. Henderson, the question 20 & M cost, and how we can influence the costs
21 that | would haveisdo you expect with the 21 that are going into the cost of supplying
22 sorts of initiativesthat Hydro has been 22 customersin the rural areas of the province.
23 pursuing in these rural deficit areas, do you 23 JOHNSON, Q.C::
24 expect these to have a significant impact on 24 Q. Sohow is Government influencing the cost?
25 the amount of the rural deficit going forward? 25 MR. HENDERSON:

Page 82 Page 84

1 Will these initiatives, in your view, be 1 A. Wdl, the Government doesn’t - well, in terms
2 moving the needle very much on the amount of 2 of Government influencing the cost, Government
3 the rural deficit? 3 has facilities in the rura areas, there's

4 MR. HENDERSON: 4 Government buildings, schools, and that sort
5 A. They will have generally marginal impacts 5 of thing, so they influence the cost through

6 because of the elements of the rural deficit 6 their facilities and the energy use that those

7 are not primarily driven by the rates that are 7 facilities have and the rates that they pay,

8 charged to those customers, and the cost of 8 and their rates are cost based rates for

9 the infrastructure, natural cost of 9 certain government facilities, so they - at

10 maintaining an infrastructure in isolated and 10 least in the- their rates arefully cost

11 rural areas is, you know, costly and so 11 recovered rates, so they would - in their own
12 there'sa lot of those fundamental basics, 12 facilitieswould not be contributed to the

13 there’'sthe cost of the assetsthat arein 13 rural deficit.

14 play, the cost to maintain and operate those, 14 JOHNSON, Q.C.:

15 the capital cost to replace them, the fuel 15 Q. How about Government policy, does that have
16 cost related to the diesel systems, all of 16 any impact on the level of the rural deficit?
17 those fundamental - what we are striving to do 17 MR. HENDERSON:

18 isto affect fuel usage and operation and 18 A. Government policy does influence the -
19 maintenance costs, so that we can keep those 19 Government policy establishes or has
20 two aslow aswe canto deliver the level of 20 established the rates that are charged in the

21 service these customers require and would 21 rura areas, and so that's where the

22 expect. So we work through that balance 22 Government’s influence is on the rura

23 primarily through the O & M and through the 23 deficit.

24 fuel usage. Now in addition to that, our 24 JOHNSON, Q.C.:

25 system planning group would be looking at the 25 Q. Right. Now if I could bring you up to PUB-339,
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1 and if we scroll up a little bit, this 1 one way or another on what Government policy -
2 question references Hydro having filed as part 2 that’swhat the Government policy puts out
3 of its 2003 GRA, adiscussion paper for the 3 there.
4 Minister of Mines and Energy on the rural 4 JOHNSON, Q.C.:
5 deficit, which included information on the 5 Q. Butwouldn’'t Hydro have a say asto whether or
6 comparative practices in other jurisdictions, 6 not it felt that rates being charged to
7 etc, and Hydro was asked to provide a copy of 7 customers could be judged unreasonable or
8 this discussion paper and update the 8 discriminatory?
9 information provided relative to comparative 9 MR. HENDERSON:
10 practices. So what we see here in Attachment 10 A. Wdl, when we put forward our rates, that's a
11 lisacopy of the discussion paper, and just 11 consideration of our rate proposals, and our
12 togo back again, I'msorry - it said, "The 12 Rates Department would be - our rates witness
13 source of the original data no longer produces 13 would be able to specifically speak to how we
14 it. Hydro attempted to gather relevant data 14 addressthat inour rate applications, but
15 through its participation in CEA Finance 15 with respect to the rural subsidy, the
16 Committee on two occasions and only receiveda |16 Government has established the policy and we
17 response from one", etc, so it just basically 17 are implementing that policy as directed.
18 goes on to produce the discussion paper. 1'd 18 JOHNSON, Q.C.:
19 just like to bring you to Page 10 of that. It 19 Q. And, | guess, you will agreethat therural
20 says, "With regard to continued increasing 20 deficit that the Board was expressing concern
21 cross-subsidization among rate payers, the 21 over then, at around that time the rural
22 Board highlights a concern of implementing 22 deficit was only about - and | say "only", but
23 rates which are unreasonable or 23 it was about 38/39 million, isthat right?
24 discriminatory", and then the paper quotes the 24 MR. HENDERSON:
25 Board as saying, "The Board refersto its 25 A. Itwasprobably in that range at that time. |
Page 86 Page 88
1 statutory obligationin implementing rates 1 don’t know what it would have been in terms of
2 that are in accordance with the Provincia 2 the percentage, and I'll say add on to the
3 Power Policy. Section 3.3(a), Clause 1 of the 3 base cost for Newfoundland Power customers
4 EPCA states, "Theratesto be charged should 4 then versus now, | don’'t know, but the dollar
5 be reasonable and not unjustly 5 amount of the deficit has grown, but costs
6 discriminatory”. Depending on the level of 6 have grown and rates have grown also during
7 subsidy paid by one customer to support 7 that time. Interms of how much of a subsidy
8 equitable rates for another customer, rates 8 itisontherate, | don't know.
9 may be judged unreasonable and discriminatory 9 JOHNSON, Q.C.:
10 to thesubsidizing customer”. Is this a 10 Q. Mr. Henderson, my expert, Mr. Bowman, has
11 concern that you would share aswell, Mr. 11 caled the rural deficit asignificant burden
12 Henderson, about depending on thelevel of 12 on the subsidizing customers. Would you agree
13 subsidy, there would be a concern as to 13 that it's now representing a significant
14 whether the rates would be unreasonable and 14 burden?
15 discriminatory? 15 MR. HENDERSON:
16 MR. HENDERSON: 16 A. Itis - I'll say 65 million dollarsis a
17 A. Wdl, the Board makesthat judgment as to 17 significant amount of money in general terms,
18 what’ s reasonable and what we do iswe bring 18 so | would agree that the 65 million dollars
19 forward arate application that’s consistent 19 is asignificant amount of money, but again we
20 with the Board's Order - consistent with the 20 are implementing Government policy in
21 Government’s directive, and what has been 21 establishing the rates.
22 established in previous hearings. From where 22 JOHNSON, Q.C::
23 that lies, that falls out where itis. | 23 Q. Andwill Hydro have awitness who can speak to
24 don't - thisis Government policy, basically, 24 whether the effect of that burden is - whether
25 establishing this, so | don’'t have an opinion 25 it's unreasonable or discriminatory?
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1 MR. HENDERSON: 1 the deficit ishaving in terms of the impact
2 A Wadl, I don't know. That'sa judgment that 2 on customerswho are providing the cross-
3 the Board, | think, makes in terms of what’'s 3 subsidy, and to bring that to the attention of
4 reasonable. We put forward arate application 4 Government?
5 that’s consistent with Government direction 5 MR. HENDERSON:
6 and consistent with theway the Board has 6 A. Hydroisaware of theamount of the deficit
7 directed us in theway we should allocate 7 and, | guess, we look at that each year, but
8 costs, and that's the way our witness would 8 in terms of going to the Government and asking
9 respond. 9 them - areyou saying that Hydro should be
10 (11:00 am.) 10 going to the Government to ask themto do
11 JOHNSON, Q.C.: 1 something?
12 Q. Mr. Chairman, we're on the hour, soif | can 12 JOHNSON, Q.C.:
13 stop here. 13 Q. Wadl, I'm askingif youwhether you regard
14 CHAIRMAN: 14 Hydro as having aresponsibility to review the
15 Q. Okay. 15 implications of the rural deficit and the
16 (RECESS) 16 effect on those doing the cross-subsidization
17 (11:37 am.) 17 and bring theissue directly to Government’s
18 MS. GLYNN: 18 attention?
19 Q. Mr. Chair, thereisone small amendment to an 19 MR. HENDERSON:
20 Undertaking that | forgot to mention to you. 20 A. | say that wedid bringit to Government’s
21 Ms. Pennell will speak to that. 21 attention as directed by the Board following
22 MS. PENNELL: 22 the hearing that we referenced earlier, and
23 Q. Thisis in relationto Undertaking 4, the 23 the Government, | would suggest, isaware of
24 budget guidelines. When we went throughthe |24 the impact and it has given policy direction
25 2013 budget guidelines, we reaized it 25 and continues to provide policy directionin
Page 90 Page 92
1 referenced a 2013 budget O & M guidance 1 that regard.
2 document. That wasn’t included in the package 2 JOHNSON, Q.C.:
3 that we filed, so we do havethat piece of 3 Q. Yousay itwas brought tothe Government’'s
4 paper to add to Undertaking 4. 4 attention, when was that?
5 CHAIR: 5 MR. HENDERSON:
6 Q. Okay. Mr. Johnson, sir, the stage is yours. 6 A. Thedocument we just referred to in terms of
7 JOHNSON, Q.C.: 7 the - you asked meif we had aresponse from
8 Q. Thank you, Mr. Chairman. Mr. Henderson, did 8 the Government.
9 Hydro ever receive any written comment from 9 JOHNSON, Q.C.:
10 Government on the rural deficit issues 10 Q. Yes
11 following the filing of the March 2003 report, 11 MR. HENDERSON:
12 do you know? 12 A. Theonly documented responsethat is inthe
13 MR. HENDERSON: 13 record here is the Government’ s directive with
14 A. | don't know. | wasn't involved at that time, 14 regard to rura rates, so to the extent that
15 so | don’t know for sure. 15 that’ s reflective of what the Government’s
16 JOHNSON, Q.C.: 16 policy is, that continues to be in place.
17 Q. Couldyou undertaketo check and advise in 17 JOHNSON, Q.C.:
18 that regard? 18 Q. But Hydro hasnot gone back to Government, |
19 MR. CASS: 19 takeit, since the filing of this report with
20 Q. Yes, Mr. Chair. 20 the Minister?
21 MS. GLYNN: 21 MR. HENDERSON:
22 Q. Undertaking noted on the record. 22 A. I’'mnot aware whether Hydro has gone back to
23 JOHNSON, Q.C.: 23 the Government, but the Government would be
24 Q. Mr.Henderson, would you view it asHydro's 24 aware from that paper that there is a subsidy
25 responsibility to review the implications that 25 there.
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1 JOHNSON, Q.C.: 1 discussions certainly that they understand
2 Q. Mr. Henderson, we' ve been turning to the issue 2 that they have that accountability for Hydro
3 of conflict and transparency inthe Hydro 3 while sitting on that team.
4 matrix organization scheme. We've been 4 JOHNSON, Q.C.:
5 advised through Hydro' s testimony, I'll try to 5 Q. Perhapswhat you could do isundertake to
6 summarize it, that conflicts between Hydro and 6 advise us where the clarity is on the
7 other interests don’t arise, but if they did, 7 documentation on therecord astoit being
8 they would be handled and resolved and we've 8 clear that these Nalcor employees have the
9 been told that the people on Hydro's 9 responsibility and accountability that you
10 leadership team, many of whom are non-Hydro |10 spoke of. Now on the conflicts part, I’ m not
11 employees, have the responsibility and 11 aware -
12 accountability to ensure that what' s required 12 MS. GLYNN:
13 for Hydro is undertaken, and you said that’s 13 Q. Mr. Johnson, I'm interrupting you, | note the
14 very clear. 14 undertaking on the record.
15 MR. HENDERSON: 15 JOHNSON, Q.C.:
16 A. Yes 16 Q. I'msorry about that.
17 JOHNSON, Q.C.: 17 MS. GLYNN:
18 Q. Doyouremember saying that? 18 Q. Thank you.
19 MR. HENDERSON: 19 JOHNSON, Q.C.:
20 A. Yes 20 Q. Ontheconflict issue, we haven't referred to
21 JOHNSON, Q.C.: 21 any rules pertaining to how aconflict would
22 Q. Mr. Henderson, can you appreciatethe need for |22 be handled and resolved in this proceeding,
23 transparency and clear rules around these 23 have we?
24 types of governance and decision making issues |24 MR. HENDERSON:
25 inthe context of a regulated utility ina 25 A. There hasn't been any conflict of any
Page 94 Page 96
1 matrix organization where other entities are 1 significance that’s been brought to my
2 non-regulated? 2 attention, so the - it is addressed if there
3 MR. HENDERSON: 3 isanything - aslong as people are completing
4 A. Wdl, there are inter-company guidelines that 4 the work that they’'re required to do is
5 we have in place that we follow. 5 addressed, and this issimilar tothe way
6 JOHNSON, Q.C.: 6 Hydro hasbeen for many years. Prior to
7 Q. But nothing that addresses these conflict 7 Nalcor, there was a shared service model with
8 issues or addressesin a formal way, | think 8 CF(L)Co, and it's the same type of thing, it's
9 you'd agree with me, as regards the 9 been practised, and that’ s the way we' ve been
10 responsibility and accountability of Nalcor 10 doing our business for years is sharing
11 employeesto dowhat’s required for Hydro, 11 servicesto provide the economies and scale
12 that which you said is very clear? 12 that you get through shared services.
13 MR. HENDERSON: 13 JOHNSON, Q.C.:
14 A. Yes,it'sclear for those peoplewho are on 14 Q. Butthere s nothing documented in terms of if
15 the Hydro leadership team that they have that 15 an issue did arise, how it would be resolved,
16 responsibility and accountability. 16 right?
17 JOHNSON, Q.C.: 17 MR. HENDERSON:
18 Q. It'sclear, butit'snot documented, is that 18 A. Thereisno document that I’'m aware of.
19 right? 19 JOHNSON, Q.C.:
20 MR. HENDERSON: 20 Q. Right, and then this brings me back then to my
21 A. I’'mthinking what we may have documented, but |21 question about whether you appreciate the need
22 it may not be documented - I'd have to check 22 for the transparency and clear rulesaround
23 to see what we havein termsof the Hydro 23 these sorts of issues when we're dealing with
24 leadership team members responsibility, but 24 aregulated utility in amongst non-regul ated
25 it'sclear to meand it’sclear in al of our 25 entities?
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1 MR. HENDERSON: 1 changed following that review, but a lot of
2 A | guess, I'm not quitesure exactly what 2 the focuswas on the quality, what's in the
3 you're asking or what you'resaying a rule 3 fuel and how do we assure ourselves that we
4 would be. 1 think we'vearticulated that 4 don’'t have ongoing operational concerns with
5 people have responsibility and accountability 5 plugging dueto thefuel, or wear on the
6 to do their work in accordance with the annual 6 motors that are - theimpellers that are
7 work plan, and if they’'re ina functional 7 pumping the fuel around. We were running into
8 area, they have responsibility and many people 8 anumber of issues likethat which we had
9 inthe functional areaare Hydro employees, 9 brought forward to the Board, and so we wanted
10 they are providing the work, the work is 10 to address those. That was theinitiative. The
11 getting done. 1’m not sure where the conflict 11 initiative herein terms of BTU content, it
12 isbecause a functiona areais providing a 12 did change it, but | think the important thing
13 service. 13 to note is that we were always buying BTUs and
14 JOHNSON, Q.C.: 14 we will continue to buy BTUS, so there's
15 Q. | guess, for you, are you saying that that’s 15 aways an adjustment in our contracts for BTU
16 clear and transparent enough to anybody who's |16 content. It was - that’s been there aslong
17 looking at Hydro as aregulated entity? 17 as I’ve been involved with Hydro.
18 MR. HENDERSON: 18 JOHNSON, Q.C.:
19 A. Wdl, I guess, what I'm saying isthat’sthe 19 Q. Butl thought - | took you to mean yesterday
20 way itis. Intermsof clarity, | guess, I'm 20 or | took you to say yesterday that Stantec
21 not sure what additional clarity other than to 21 actually did advise Hydro on tender
22 write down what | just said on paper. I'm 22 specifications as regards BUI content, is that
23 just trying to understand what that will 23 correct?
24 achieve, but, you know, I'll takeit that 24 MR. HENDERSON:
25 you're asking for it, and there may be 25 A. Theydid.
Page 98 Page 100
1 something that will bring value, | don’t know. 1 JOHNSON, Q.C.:
2 JOHNSON, Q.C.: 2 Q. Andyou implemented those?
3 Q. Letmeturnto fuel conversion, or heat rate, 3 MR. HENDERSON:
4 basically, | guess. Therewas adiscussion 4 A. Wemadethat change, but like | said, the net
5 yesterday regarding BTus and the effect that 5 effect isthat we were till - if their BTU,
6 that would have on the fuel conversion factor. 6 they don’t meet - supplier doesn’t meet that
7 Now right now, Mr. Henderson, Hydro is 7 precise number that'sin theBul -in the
8 managing that businessrisk by doing things 8 specification, they don’'t meet that BUI level
9 such as retaining Stantec to assist by 9 and they deliver alower, they are ableto
10 advising Hydro on fuel specificationsin the 10 deliver alower BTU, but we will discount the
11 tendering process, correct? 11 price because of it.
12 MR. HENDERSON: 12 JOHNSON, Q.C.:
13 A. Wdl, Hydro experienced some fuel quality 13 Q. Yes
14 issuesin 2013, which caused usto look at 14 MR. HENDERSON:
15 what’s happened in the market becausewehad |15 A. And that was aways the case.
16 been using the standard specification for a 16 JOHNSON, Q.C.:
17 number of years. So wewent out and said, 17 Q. Okay, fair enough. Let’s just move on then to
18 okay, we need to understand what’s going on, 18 another way that you're managing the risk
19 something is changing here and our suppliers 19 having to do with the fuel conversion factor,
20 were telling us that this is thetype of 20 and | think you would agree this time that you
21 product that’s out there, so we went to 21 are - Hydro ismanaging the businessrisk by
22 Stantec to say we would like some expertisein 22 ensuring that the manner in which your thermal
23 looking at the specification. It wasn't to 23 plant operators operate their boilers is
24 deal with the BTU content, it was more to do 24 optimal, correct?
25 with the quality. While the BTU content was 25 MR. HENDERSON:
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1 A. Hydro isdoing it for - yousuggest it's 1 Q Wadl, let'sputitthisway. That risk, that
2 because of businessrisk, and | would say to 2 variability that affects your bottom line that
3 you that that may be an element of it, but the 3 may come about through the fuel conversion
4 big business risk is al about the 4 rates or heat rates, that’s something that you
5 uncontrollable aspects of variability onthe 5 had inyour lapsfor years and years and
6 load on the units, and the BTU content is 6 years, right?
7 another one that has arisen to prominencein 7 MR. HENDERSON:
8 recent years, and so those are the big aspects 8 A. That'scorrect.
9 that affect the controllability and hasthe 9 JOHNSON, Q.C.:
10 big business risk. The amount that the 10 Q. Okay, and you had that as your responsihility
11 operators adjust the boiler isa marginal 11 with a much lower ROE, correct?
12 adjustment on that, but that’s something that 12 MR. HENDERSON:
13 we do as good prudent operators. We do that 13 A. Yes
14 to try to maximize the efficiency regardless, 14 JOHNSON, Q.C.:
15 it's not - we're not driven to do it because 15 Q. Thanwhat you are seeking in this application,
16 of the businessrisk. We've drivento do it 16 some 20 odd million dollars more than what
17 because of environmental commitments to reduce |17 would have been established from the last time
18 pollution, to be as efficient as possible. We 18 the Board examined your ROE, correct?
19 set objectives regularly to improve that 19 MR. HENDERSON:
20 efficiency. We're audited in an EMS Program 20 A. Yes, theRoEishigher.
21 and 1SO 14001 commitment that we have, that 21 JOHNSON, Q.C.:
22 we're audited regularly to show that we're 22 Q. Andsoaong with you increasing your return
23 doing the things that we should be doing to 23 on equity dramatically, you're asking to be
24 improve continually in our environmental 24 relieved of thisrisk. | say it'sabusiness
25 stewardship of our responsibility. So does 25 risk, but you call it what you will, of this
Page 102 Page 104
1 improvements will be happening regardless of 1 risk, and for it to be placed on customers?
2 the risk associated with the conversion rate 2 MR. HENDERSON:
3 of the plant. There's a number of things that 3 A, It's anuncontrollable cost that Hydro is
4 we do because it’ s the right thing to do, not 4 incurring because of the manner in which Hydro
5 necessarily because we're driven by the risk 5 operates isto provide the most efficient use
6 to the company. If that was our reason for - 6 of the electricity system, and in doing that,
7 motivated our operation, we would be running 7 we're driving costs onto Hydro that Hydro, in
8 the Holyrood plant at ahigher load to get a 8 essence, can’t control other than to do things
9 higher conversion rate, which makes no sense. 9 that are not the most effective way to operate
10 We, as stewards of the electricity system, are 10 the power system.
1 lookingto doitin theleast cost efficient 11 JOHNSON, Q.C.:
12 manner. 12 Q. Butyou can have influence over - you can make
13 JOHNSON, Q.C.: 13 forecasts about what your fuel conversion rate
14 Q. But how you do on fuel conversion doesimpact |14 is, right?
15 Hydro' s bottom line, right? 15 MR. HENDERSON:
16 MR. HENDERSON: 16 A. Wedo make forecasts on the fuel conversion
17 A. How wedo on conversion factor absolutely 17 rate, but the variability on that fuel
18 affects Hydro’'s bottom line, and that's 18 conversion rate, for the reasons | just
19 precisely why the variability of those that 19 explained, is having an impact, and that those
20 are uncontrollable iswhy we put forward the 20 variabilities are outside of Hydro’s control.
21 requirement from Hydro's perspective of that 21 JOHNSON, Q.C.:
22 uncontrollable cost being taken from the 22 Q. Well, | guess, youwould agree with me, this
23 company’s bottom line because it's not 23 must be an obvious point, that Hydro would
24 something the company can control. 24 become completely financialy indifferent as
25 JOHNSON, Q.C.: 25 to how well it managed the heat rate to the
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1 extent that it could, or how waell it 1 customersaswell. Itisn't just anegative.

2 forecasted these costs, right, that would be 2 It's the fact that it's variable and

3 the end result if the Board accedes to your 3 uncontrollable.

4 recommendations, right? 4 JOHNSON, Q.C.:

5 MR. HENDERSON: 5 Q. Butthat'sbesidethe point, though, because

6 A. Thevariability in the conversion factor would 6 the variability isthe risk, right?

7 be - would no longer be an exposure to Hydro 7 MR. HENDERSON:

8 because it's an uncontrollable aspect of 8 A. Thevariability istherisk, but it goes both

9 Hydro' s business. 9 ways, it goes up and down.
10 JOHNSON, Q.C.: 10 JOHNSON, Q.C.:
11 Q. Anddidyou question how would - | guess, put 11 Q. WEe're taking about risk inthe financia
12 it thisway, the fairness of - because | don’t 12 sense, up or down, but inany event, that's
13 think your discussion yesterday got into how 13 proposed to be transferred away from Hydro?
14 it tied into the return on equity, but did you 14 MR. HENDERSON:
15 inquire into the fairness of thisrelativeto 15 A. That'scorrect.
16 the fact now that you’re not only looking to 16 JOHNSON, Q.C.:
17 put this burden on customers and relieve 17 Q. If I couldturnto some questions that touch
18 yourselves of it, these and the other deferral 18 upon energy supply expenditures, and in
19 accounts, by theway, but you'redoingitin 19 particular, Mr. Henderson, as you know,
20 the context where the return on equity request 20 there’'sbeen apilot study, aPilot Supply
21 pursuant to the direction is much, much 21 Agreement, that’s going to beremaining in
22 higher? Did you consider that? 22 place on a piloted basis pertaining to supply
23 MR. HENDERSON: 23 from Corner Brook Pulp and Paper. You're
24 A. Thereturn on equity was a directive directed 24 aware of that, right?
25 by the Government that that’swhat Hydro's 25 MR. HENDERSON:

Page 106 Page 108

1 return - what we aretalking about is the 1 A Yes

2 uncontrollable cost of Hydro and the 2 (12:00 p.m.)

3 appropriateness for those to be in adeferra 3 JOHNSON, Q.C.:

4 account, and it's precisely because of the 4 Q. Andif | could bring up ca-2ss. This question

5 uncontrollable nature of those and the impact 5 isasked in light of the data and information

6 they can have that the deferral accounts have 6 filed in the Amended 2013 GRA and the recent

7 been put forward. 7 reduction in oil price forecast, "Please

8 JOHNSON, Q.C.: 8 update the following information for the

9 Q. Youweren't directed to bring forward deferral 9 period 2014 through 2017 asit relates to the
10 accounts? 10 csPp Demand Credit Agreement”, and the answers
11 MR. HENDERSON: 11 are below which the table outlined a potential
12 A. Wewere not directed to bring forward, but in 12 for annual savings of fuel costs based on 2014
13 order to achievethe rate of return, we 13 actual fuel consumption, and it indicates, "As
14 control the thingsthat we canin order to 14 indicated, there' s been a modest reduction of
15 enableusto get to therate of return. The 15 potential savings to about $520,000.00
16 things that we don’t control, we seek, asisa 16 annualy”. Now just explain these fuel
17 common practice within the utility business, 17 savings for us, how they come about under this
18 deferral accounts for those aspects which are 18 arrangement?
19 uncontrollable, and that’s what we are putting 19 MR. HENDERSON:
20 forward. | also mentioned in terms of there's 20 A. Overdl at ahighlevel and - if you need to
21 risk and there’ s also benefits to customersin 21 getinto details, the System Operations and
22 these as the cost change, the customers do 22 Planning Panel will be prepared to talk to the
23 benefit and they flow through. Rather than 23 detail, but at ahigh level the savings come
24 flowing through to Hydro’'s bottom line, the 24 about by allowing Corner Brook Pulp and Paper
25 variability on these things will flow back to 25 to run their hydroelectric facilities as
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1 efficiently aspossibleto reduce the amount 1 JOHNSON, Q.C.:
2 of - produce additional energy from their 2 Q. Okay. Interms of the capacity agreements
3 hydroelectric facilities, and, therefore, by 3 that have been entered into with Corner Brook
4 doing that, they displace the requirement for 4 Pulp and Paper, you' re aware that there's been
5 Hydro to produce electricity from Holyrood. 5 two of those entered, isthat right, Mr.
6 JOHNSON, Q.C.: 6 Henderson?
7 Q. Okay, and | understand that these fuel savings 7 MR. HENDERSON:
8 will be reduced in due course as Muskrat comes 8 A. That'scorrect.
9 on, isthat correct? 9 JOHNSON, Q.C.:
10 MR. HENDERSON: 10 Q. Andtheinitial agreement, | think you might
11 A. When we become interconnected, they would |11 confirm, allowsfor Hydroto call on Corner
12 drop, yes. 12 Brook Pulp and Paper for up to 60 megawatts of
13 JOHNSON, Q.C.: 13 capacity assistance during the winter peak, is
14 Q. Now Corner Brook Pulp and Paper savesalarge |14 that right?
15 amount of money through this mechanism, is 15 MR. HENDERSON:
16 that correct? 16 A. Yes
17 MR. HENDERSON: 17 JOHNSON, Q.C.:
18 A. Yes, | think aswasthere in the question, it 18 Q. Andthey dothat by both reducing their firm
19 indicated that there were savings that Corner 19 demand by 9 megawatts, and by providing 51
20 Brook Pulp and Paper achieve here too. 20 megawatts of capacity to Hydro from Corner
21 JOHNSON, Q.C.: 21 Brook Pulp and Paper facility, is that
22 Q. Yes,it's 288, Part C, isit, if we go down, 22 correct?
23 "Hydro has identified approximately 23 MR. HENDERSON:
24 $595,000.00 savings annually in 2016 and 24 A. I'll say what they actually do isthey reduce
25 2017". 25 the consumption in the paper mill. They shut
Page 110 Page 112
1 MR. HENDERSON: 1 down equipment inthe paper mill to enable
2 A Yes 2 that amount of power to flow back from their
3 JOHNSON, Q.C.: 3 hydroel ectric generation. They’re not actually
4 Q. Andhow will the savingsthat Corner Brook 4 changing their hydroelectric generation, it's
5 Pulp and Paper realize, how will that be made 5 staying the same, and they’ re reducing their
6 up? Will Hydro take aloss, or will it come 6 internal load such that resultsin power from
7 from other customers? 7 their hydroelectric generation coming back
8 MR. HENDERSON: 8 into the power system.
9 A. |l would suggest that there'san element of 9 JOHNSON, Q.C.:
10 both, | would think. There isan overal 10 Q. Andthenisthere also asecond agreement that
11 system savings infuel. Thentothe extent 11 provides additional net capacity assistance of
12 that there isadditional savingsto Corner 12 22 megawatts, is that right?
13 Brook Pulp and Paper, then they come from 13 MR. HENDERSON:
14 either Hydro or the other customers. 14  A. Thereisan additional amount there that if
15 JOHNSON, Q.C.: 15 need be, if wegot to that level, we could
16 Q. Sowill the greater proportion of it come from 16 cal onit.
17 other customers as opposed to Hydro? 17 JOHNSON, Q.C.:
18 MR. HENDERSON: 18 Q. And that would be through a further
19 A. | haven't gone through the mechanics. | 19 interruption of Corner Brook Pulp and Paper
20 wouldn’t be able to - 20 load?
21 JOHNSON, Q.C.: 21 MR. HENDERSON:
22 Q. Mr. Humphries would know more about that? 22 A. That'sright.
23 MR. HENDERSON: 23 JOHNSON, Q.C::
24 A. Oneof the memberson Mr. Humphries panel |24 Q. Now how would - are you the one to talk about
25 will. 25 how this would work during a system emergency?
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1 MR. HENDERSON: 1 flawed, and that meansthat the undertaking

2 A. Mr. Humphries panel would be the best onesto 2 may not be something that we can give.

3 deal with how that’s dispatched and taken care 3 JOHNSON, Q.C.:

4 of. 4 Q. Wdl, I'minteresting in knowing who it iswho

5 JOHNSON, Q.C.: 5 isresponsible for monitoring compliance of

6 Q. Okay. And he d also speak to how Hydro would 6 this agreement with Corner Brook Pulp and

7 monitor Corner Brook Pulp and Paper 7 Paper’ swater rights, whether it's someone

8 performance during that emergency? 8 within Hydro or outside?

9 MR. HENDERSON: 9 MR. YOUNG:

10 A. Yes 10 Q. Wecan answer that question. I’'m not sure
11 JOHNSON, Q.C.: 11 it's going to be the answer he expects, but we
12 Q. Andwould he bethe oneto tak to about 12 can undertake to provide that.
13 explaining how the other customers benefit 13 MS. GLYNN:
14 relative to the costs that they are paying for 14 Q. Theundertaking is noted on the record.
15 this? 15 JOHNSON, Q.C.:
16 MR. HENDERSON: 16 Q. | understand, Mr. Henderson, and, of course,
17  A. Yes 17 the energy supply costs are on your list of
18 JOHNSON, Q.C.: 18 bullets, but | understand that the evidence
19 Q. Okay. Thetotal amount annually that Corner 19 indicatesthat Corner Brook Pulp and Paper
20 Brook Pulp and Paper will be receiving for 20 will receive about 1.3 million dollars
21 capacity assistance, is that about 1.4 21 annually from co-generation purchases, is that
22 million? 22 right?
23 MR. HENDERSON: 23 MR. HENDERSON:
24  A. That sounds about right, yes. 24  A. That sounds- it seemsright to me.
25 JOHNSON, Q.C.: 25 JOHNSON, Q.C.:

Page 114 Page 116

1 Q. And is the arrangement as regards them 1 Q. Okay, and so between the paymentsthat it gets

2 providing capacity assistance, doyou know 2 for capacity assistance and these co-

3 whether this is consistent with their water 3 generation purchases, it'srunning about 11. 7

4 rights in the province? 4 million dollars annually, right, in that

5 MR. HENDERSON: 5 vicinity?

6 A. | don't know the details of their water 6 MR. HENDERSON:

7 rights. 7 A. That would beright.

8 JOHNSON, Q.C.: 8 JOHNSON, Q.C.:

9 Q. Do youknow who would be responsible for 9 Q. Andthat comparesto Hydro receiving revenue
10 monitoring compliance within Hydro with Corner 10 from Corner Brook Pulp and Paper of about 4. 1
11 Brook Pulp and Paper’ s water rights? 11 million dollars annually, is that about right?

12 MR. HENDERSON: 12 MR. HENDERSON:

13 A. | don't know if - that's not something that | 13 A. I'mnot familiar with the revenue - details of

14 discussed with anybody in terms of monitoring 14 the revenue from Corner Brook Pulp and Paper,
15 the water rights of Corner Brook Pulp and 15 but I would take you, subject to check.

16 Paper. 16 JOHNSON, Q.C.:

17 JOHNSON, Q.C.: 17 Q. Okay. Who isthe party to the Corner Brook
18 Q. Could you undertake to provide us who would be 18 Pulp and Paper Co-generation Purchase

19 responsible for monitoring compliance with 19 Contract? Do you know who they are, who the
20 their water rights? 20 parties are?

21 MR. YOUNG: 21 MR. HENDERSON:

22 Q. Mr. Chair, | just want to make sure | 22 A. Theparties would be Corner Brook Pulp and
23 understand the question. Is it generally or 23 Paper and Newfoundland and L abrador Hydro.
24 isit within Hydro because | think there's a 24 JOHNSON, Q.C.:

25 premise inthe question which think is 25 Q. And who administersthat contract, is it
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1 Hydro? 1 purchased as well.
2 MR. HENDERSON: 2 JOHNSON, Q.C.:
3 A. DoesHydro administer it? 3 Q. Andsimilarly, you would have been purchasing
4 JOHNSON, Q.C.: 4 from them when there was spilling going on in
5 Q. Yes 5 2013 and 20147
6 MR. HENDERSON: 6 MR. HENDERSON:
7 A. Yes, wdl, Hydrois aparty to the agreement, 7 A. That'scorrect.
8 so it administersits responsibilities with 8 JOHNSON, Q.C.:
9 respect to that agreement. 9 Q. Yeah. Andwould you know the capacity of the
10 JOHNSON, Q.C.: 10 Corner Brook Pulp and Paper co-generator?
11 Q. Okay. And what'sHydro'srolein relation to 11 MR. HENDERSON:
12 the administration of it? 12 A. My understanding isit’s about a 15 megawatt
13 MR. HENDERSON: 13 install capacity unit, but typicaly runs
14 A. Atahigh levd, it'sto ensurethat we are 14 around eight megawatts.
15 compliant with the agreement. It's ensuring 15 JOHNSON, Q.C.:
16 that the billing that’ s being put forward by 16 Q. Okay. Andwould you be the person to ask how
17 Corner Brook Pulp and Paper, their invoices 17 much of the energy produced by the co-
18 have been checked and approved if they're 18 generator is being used at the mill?
19 appropriate, and there's- it's a fairly 19 MR. HENDERSON:
20 extensive agreement that would haveanumber (20 A. We're purchasing al of the energy produced by
21 of obligations by Hydro and Corner Brook Pulp |21 the co-generator.
22 and Paper, but in terms of the daily or 22 JOHNSON, Q.C.:
23 monthly activities, one of the primary would 23 Q. Okay.
24 be the payments and validation of the correct 24 MR. HENDERSON:
25 payments and those types of things. 25 . I should say all of the electrical energy.
Page 118 Page 120
1 JOHNSON, Q.C.: 1 There’'s steam energy that’sbeing produced
2 Q. Andwhat position within Hydro is charged with | 2 that’ s being consumed in the mill.
3 that responsibility? 3 JOHNSON, Q.C.:
4 MR. HENDERSON: 4 Q. Okay. And the purchase obligation, that as |
5 A. That would be the- System Operations and 5 understand it, over the coming years from 2015
6 Planning, the folks on that panel, would be 6 to 2017, Hydro will be purchasing 51 gigawatt
7 the right ones. 7 hours annually and paying about 10.3 million
8 JOHNSON, Q.C.: 8 annually for this energy?
9 Q. Now CA-NLH-372, if wecould turnthat up. 9 MR. YOUNG:
10 This asksto provide alist of occasions when 10 Q. Mr. Chair, if | could, | understand theline
11 Hydro hashad to purchase power from the 11 of questioning, | just wanted to ask Mr.
12 Corner Brook Pulp and Paper generation 12 Johnson how far he’s going to go. Thereisan
13 facility, co-generation facility, when it was 13 exemption order with respect to this contract
14 spilling water at its hydro facilities owing 14 and it affects Corner Brook Pulp and Paper and
15 to high water levels, and Mr. Henderson, | 15 Hydro and the matter is exempt from the
16 takeit you're aware that there were eight 16 Board's --1 don't want to use the word
17 months in 2011 when Hydro was spilling water |17 "interference” but involvement, | suppose, in
18 while purchasing co-generation from Corner 18 it.
19 Brook Pulp and Paper? 19 CHAIRMAN:
20 MR. HENDERSON: 20 Q. Jurisdiction.
21 A. lwould agree. | would say that we were 21 MR. YOUNG:
22 purchasing power from anumber of different 22 Q. Obvioudly the Board and Mr. Johnson have a
23 facilitiesat that time. There'sour wind 23 right to understand how it fits into the
24 generation facilities, there's other power 24 whole, but the last question seems to be going
25 purchase agreements that we have that we 25 sort of down therat holeabout specifics

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

Page 117 - Page 120




September 24, 2015

Multi-Page™ NL Hydro GRA

Page 121 Page 123
1 about the contract and | don’t know if it's 1 MR. YOUNG:
2 before the Board. | don’'t know what the next 2 Q. Mr.Chair,if | could just respond to that.
3 question isgoing to be, but it seems to me 3 Hydro doesn’'t have any problem with providing
4 that the general information is already before 4 the kind of testimony that Mr. Henderson
5 the Board from the last few questions. The 5 aready has about this and we' ve answered RFIS
6 next few may be into the Board's 6 about the matter. We do take issue with some
7 jurisdictional question. 7 of the-- aswe say, the deeper exploration
8 JOHNSON, Q.C.: 8 that Mr. Bowman may wishto takewith the
9 Q. Mr. Chairman, my expert, Mr. Bowman, has filed 9 matter, but that’s a matter of legal argument,
10 areport whereby he's-- if | could bring up 10 to be honest, as to whether or not we would be
11 hisreport for asecond? I'm referring to 11 properly required to provide this information.
12 page 40 of his- 12 I’'m just wondering how much of the Board's
13 MS. GLYNN: 13 time we ought to consider and whether or not
14 Q. That'sthewrong one, Jenny. 14 we are getting into an areawhich is exempt.
15 MS. GRAY: 15 The general how it fitsinto Hydro’ s supply |
16 Q. Sorry. 16 think is useful for the parties to have a
17 MS. GLYNN: 17 general understanding of that. But the Board
18 Q. There'stwo Bowmans. 18 does not have the right to change the terms of
19 MS.GRAY: 19 the contract, and that’ s quite clear from the
20 Q. All right. Thank you. Apologize, Mr. 20 exemption order. Soif thequestions are
21 Johnson, page 407 21 going to that effect or more than just
22 (12:15p.m.) 22 understanding how it fits into the broader
23 JOHNSON, Q.C:: 23 picture, I’d suggest that we're probably not
24 Q. Page40. If you could move up? Line nineon 24 using our time effectively.
25 page 40. Yeah. Mr. Bowman has made a 25 MS. GLYNN:
Page 122 Page 124
1 recommendation in his expert report that the 1 Q. Soistherean objection to the last question
2 Board direct Hydroto filea study of the 2 that was raised by the Consumer Advocate?
3 Corner Brook Pulp and Paper Supply Agreement | 3 MR. YOUNG:
4 in its entirety taking into consideration the 4 Q. Not specifically to the last question. If Mr.
5 New Capacity Assistance Agreements, the 5 Henderson is like me, he probably can’t
6 subsidy being received by the Island 6 remember exactly what that was at this point.
7 Industrial Customers owing to the rate phase 7 CHAIRMAN:
8 in, thereduced value of energy following 8 Q. I'mnotalone.
9 commissioning of Muskrat, the requirement to 9 MR. YOUNG:
10 purchase energy from Corner Brook Pulp and |10 Q. | wasjust wondering, you know, how far this
11 Paper whereit's available, and the water 11 wasgoing and | just want to make it clear
12 rights. And thisiswhy I’'m following this 12 that, you know, questions about whether the
13 line of questioning now. It’'s something that 13 contract should stand and how it fits together
14 the expert has indicated that -- and perhaps 14 | think are beyond the Board’'sreach and |
15 the contract is beyond the review, but at 15 just thought I’d bring that upin case that
16 least it provides some transparency in terms 16 the Board may wish to provide some guidance.
17 of the overall arrangement that’s in place, 17 JOHNSON, Q.C.:
18 having regard to the capacity agreements, the 18 Q. I think certain other of these questions may
19 co-gen agreement and that’swhy the purpose 19 await the Systems Plan in any event. So what
20 for the line of questioning that 1I'm 20 I'll do is move on to the frequency converter
21 proceeding with here. 21 at this point.
22 MS. GLYNN: 22 CHAIRMAN:
23 Q. Mr. Chairman, do you want to take a moment? 23 Q. Okay. Not going to stop you on that one.
24 CHAIRMAN: 24 JOHNSON, Q.C.:
25 Q. Ohyes, more than a moment. 25 Q. Mr. Henderson, just to, | guess, start off on
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1 a basic level on thefrequency converter. 1 MR. HENDERSON:
2 Just briefly, what does that frequency 2 A. The 18 megawatts that that generator produces,
3 converter do? 3 the frequency converter producesis an offset
4 MR. HENDERSON: 4 to the amount of power that Corner Brook Pulp
5 A. Thefrequency converter isamachine. It's 5 and Paper and they get credit in their
6 basically an electrical motor and a generator 6 contract for that capability to the system.
7 connected on a shaft. So, if you look at it, 7 JOHNSON, Q.C.:
8 theway it normally operates on a 50 Hertz 8 Q. IsHydro ableto estimate thevalue of the
9 generation system at Deer Lake, it operates 9 frequency converter to Corner Brook Pulp and
10 likeamotor and it'saload to the 50 Hertz 10 Paper in terms of reduced bills? Would it be
11 system, so the generators -- Deer Lake Power 11 your panel or another panel to be ableto do
12 have two units at their Deer Lake plant and | 12 this?
13 think they have two unitsat their Watson's 13 MR. HENDERSON:
14 Brook plant that are 50 Hertz. The Watson's 14 A. Well, I wouldn't -- I'd say Hydro certainly
15 Brook ones| don't think get run so much, but 15 canindicate the amount of energy that it
16 the ones at Deer Lakedo. Andthey would 16 produces and the amount of capacity it
17 provide this big motor. It's aload to that 17 provides to the system.
18 system which would be somewhere around 18 |18 JOHNSON, Q.C::
19 megawatts. When it spinsthat motor, it spins 19 Q. Yes
20 agenerator that’s on the 60 cycle system and 20 MR. HENDERSON:
21 produces electrical energy into the 60 hertz 21 A. And could equate that to how much Corner Brook
22 system and puts out 18 megawatts of power 22 Pulp and Paper pays for demand and energy.
23 typically, and that 18 megawatts of power that 23 That calculation could be done by Hydro.
24 comes out of that system is then used in the 24 JOHNSON, Q.C.:
25 paper mill to supply electricity in the paper 25 Q. Yes, okay. Andthey could compare obviously
Page 126 Page 128
1 mill for producing paper. And so that’sit’s 1 those coststo the costsincluded in the
2 most typical usage is going that way. 2 specifically assigned charge obviously?
3 It can go the other way in which the 60 3 MR. HENDERSON:
4 hertz generator can be turned around and 4 A Yes
5 turned into a motor and run from the 60 hertz 5 JOHNSON, Q.C.:
6 system and make it like a generator on the 50 6 Q. Yes, okay. Couldyou provide an undertaking,
7 hertz system and supply 50 hertz power to 7 Mr. Henderson, in that regard?
8 supply the paper mill. So, it can go either 8 MR. HENDERSON:
9 way, but Deer Lake Power, over the years, 9 A. Yes
10 converted their generators from 50 hertz to 60 10 JOHNSON, Q.C.:
1 hertz such that they have more 50 hertz 11 Q. Okay.
12 generation than they have 50 hertzload. So 12 MS. GLYNN:
13 they are aways running the frequency 13 Q. Noted on the record.
14 converter as a motor on the 50 hertz side and 14 JOHNSON, Q.C.:
15 asagenerator on the -- I'll say always. It 15 Q. Mr. Henderson, asyou're aware, Mr. Marks, who
16 would be 99 percent of the time running it as 16 is an employee of | believe Corner Brook Pulp
17 agenerator on the electrical system in order 17 and Paper, he' sfiled pre-filed evidence with
18 to produce energy that they use in the paper 18 the Board. Are you aware of his evidence?
19 mill to offset their purchases from Hydro. 19 MR. HENDERSON:
20 JOHNSON, Q.C.: 20  A. I'mawareof it, yes.
21 Q. And | take it that there'sa benefit in 21 JOHNSON, Q.C.:
22 running the frequency converter from the point 22 Q. Andif we could bring up his evidence at page
23 of view of Corner Brook Pulp and Paper getting |23 three, lines 27 to 28? Mr. Marks states that
24 acredit on its billsfor this. Would that be 24 the company had been provided guarantees that
25 right? 25 the converter would be provided permanently at

Page 125 - Page 128
Discoveries Unlimited Inc., Ph: (709)437-5028



September 24, 2015

Multi-Page™

NL Hydro GRA

Page 129 Page 131
1 Hydro's own cost--or at owned cost. Do you 1 JOHNSON, Q.C.:
2 see that? 2 Q. Sowho has been paying the full cost of these
3 MR. HENDERSON: 3 facilities since the last GRA, for instance?
4 A. Yes 4 MR. HENDERSON:
5 JOHNSON, Q.C.: 5 A. Thecostsof Hydro's service isborne by all
6 Q. Okay. Isthistrue, Mr. Henderson? 6 of Hydro’s customers, shared out in accordance
7 MR. HENDERSON: 7 with the cost of service, and then the rates
8 A. I'mnot aware that there is a guarantee there. 8 are paid by the customers as established
9 JOHNSON, Q.C.: 9 through that process and they -
10 Q. Andyouwere in-- youwould know thisfrom 10 JOHNSON, Q.C.:
11 your existing role and your previousrolein 11 Q. Butthecosts of these particular -- of the
12 systems operations, | takeit? 12 frequency converter?
13 MR. HENDERSON: 13 MR. HENDERSON:
14 A. Yes. | wasnever -- it was never indicated to 14 A. Oh. Thefregquency -
15 me that there was a guarantee that Hydrowould |15 JOHNSON, Q.C.:
16 provide something permanently. 16 Q. Yes
17 JOHNSON, Q.C.: 17 MR. HENDERSON:
18 Q. Andasfar asyou're aware, there was never 18 A. I'msorry, | thought you were talking about
19 any such guarantee at all? 19 the 500 gigawatt hours.
20 MR. HENDERSON: 20 JOHNSON, Q.C.:
21 A. As far as I'm aware, but the frequency 21 Q. No.
22 converter, | believe, went in service in 1967, 22 MR. HENDERSON:
23 so | don't know what happened or what 23 A. Thefreguency converter, they are specificaly
24 conversations happened in 1967 or prior to 24 assigned to Corner Brook Pulp and Paper.
25 that. 25 JOHNSON, Q.C.:
Page 130 Page 132
1 JOHNSON, Q.C.: 1 Q. Yes, okay. Mr. Marks goes on to say, at page
2 Q. Mr.Marks goesonto statein hisevidence 2 four, line 16, that the Corner Brook frequency
3 that in 2002, Corner Brook Pulp and Paper was 3 converter isan old unit that iscritical to
4 purchasing about 500 gigawatts annually from 4 CBPP operations. Now, Mr. Henderson, let me
5 Hydro, but now purchase only about ten percent 5 ask you, what would have happened if Hydro had
6 of that level. Areyou aware of him saying 6 not carried out repairs to the frequency
7 that? 7 converter? Would you know what Hydro’s legal
8 MR. HENDERSON: 8 technical responsibilities are related to that
9 A. | havenot read the detail of hisevidence, 9 converter? Did you have a-- did Hydro have a
10 but I would be aware that that sounds 10 responsibility to carry out these repairs?
11 reasonable. 11 MR. HENDERSON:
12 JOHNSON, Q.C.: 12 A. | would say that the repairs required on that
13 Q. Yeah. And Mr. Henderson, did Hydro incur 13 unit are the same as any of our obligations
14 capital coststo supply Corner Brook Pulp and 14 for any of theservice we provideto our
15 Paper’s500 gigawatt hour annual purchases 15 customers. We maintain and operate the
16 back in the 2002 timeframe? 16 facility inaccordance with sound utility
17 MR. HENDERSON: 17 practice and, you know, with due concern of
18 A. Wedll, wewould have burned fuel. In terms of 18 safety and costs and so on.
19 -- | can't say what capital we would have put 19 JOHNSON, Q.C.:
20 in specific to them, but there would have been 20 Q. Okay. Andyou'veindicated previously that
21 -- they are part of the total system load, so 21 this frequency converter was first put in
22 there were system costs that were incurred 22 place back in 1966, right?
23 over time to meet the energy and capacity 23 MR. HENDERSON:
24 requirements of the paper mill and -- well, 24 A. '660r’67. Wewerediscussing it earlier and
25 the Corner Brook Pulp and Paper mill. 25 people thought it was’67, but maybe it was
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1 ' 66. 1 Hydro was working on addressing some issues
2 JOHNSON, Q.C.: 2 with the unit, some of which required Corner
3 Q. Okay. Soabout 50 yearsor more. And have 3 Brook Pulp and Paper to be without power for
4 the expenditures over the past couple of years 4 long periods. We understand the work to date
5 been high, owing to the age of the frequency 5 was to address significant deficiencies
6 converter, Mr. Henderson? 6 identified in a2005 internal Hydro report
7 MR. HENDERSON: 7 which builds on the conclusions of the 1998
8 A. Yes. We'vebeen making capital investment 8 Acres Report." Then he goes on to say
9 into the frequency converter because of the 9 "However, a more recent report on the unit
10 age of the facility. We're making investments 10 prepared for Hydro by Siemens (2015) indicates
11 and replacing equipment that required 11 that the current condition is still not
12 replacement based on condition assessments 12 conducive to operating the unit at full load
13 that we had had and our own inspections of the 13 and magjor capital investment is needed before
14 equipment. 14 that can occur.”
15 JOHNSON, Q.C.: 15 Mr. Henderson, has Hydro made a
16 Q. Okay. And are there -- for a frequency 16 commitment to undertake these capital
17 converter of thisvintage, are the off-the- 17 expenditures of which heisreferring?
18 shelf parts that would be available for such a 18 MR. HENDERSON:
19 unit? 19 A. Hydrois reviewing all of this information
20 MR. HENDERSON: 20 which came as aresult of the report this year
21 A. They would be getting lower and fewer 21 which we shared with Corner Brook Pulp and
22 certainly. |1 wouldn't say that there’ s none, 22 Paper and weintend to move forward with a
23 but they would be more challenging to get 23 capital program to addressthe issues found
24 because of the age. 24 and wewill prioritize those as required,
25 JOHNSON, Q.C.: 25 based on the results of the report.
Page 134 Page 136
1 Q. Wouldit befair to say, Mr. Henderson, that 1 JOHNSON, Q.C.:
2 the expenditures that have been made are 2 Q. And given as we've -- no doubt we all
3 perhaps overdue, given the age of the 3 understand the position, Corner Brook Pulp and
4 frequency converter and Corner Brook may have | 4 Paper’'s position to be that given their
5 been -- Corner Brook Pulp and Paper may have 5 reluctance to pay the cost of the frequency
6 been fortunate that they simply didn’t arise 6 converter is Hydro inclined not to make such
7 earlier, given the age of the unit? 7 expenditures, given that Corner Brook Pulp and
8 (12:30 p.m.) 8 Paper believesit shouldn’t beliable for
9 MR. HENDERSON: 9 them?
10 A. Weendeavour to doour investmentsat the 10 MR. HENDERSON:
11 right time whenthey're required. So | 11 A. Hydro would not move forward with making
12 couldn’t comment to say that they were -- 12 investments that it’'s not going to receive,
13 there’'sa benefit here because they weren't 13 you know, compensation for. If the customer
14 done earlier. We would be doing condition 14 does not want usto do it, then -- and not
15 assessments and identify when isthe right 15 willing to pay it, then | don’'t think Hydro
16 timeto do it and would thereby put forward 16 will be going forward and spending something.
17 capital budget applications to the Public 17 JOHNSON, Q.C.:
18 Utilities Board to carry out those projects. 18 Q. Andwould Hydro do or undertake a cost benefit
19 JOHNSON, Q.C.: 19 analysisto determineif these expenditures
20 Q. Now, Mr. Marks goes on to say that -- at line 20 are justified for Corner Brook Pulp and Paper?
21 21 that -- or | should back up, lines 18 -- 21 MR. HENDERSON:
22 start up at 16 actualy. "The Corner Brook 22 A. Hydrowould inform Corner Brook Pulp and Paper
23 frequency converter is an old unit critical to 23 of these costsand | think the benefits of
24 Corner Brook Pulp and Paper operations. 24 incurring these would be based on Corner Brook
25 Corner Brook Pulp and Paper was aware that 25 Pulp and Paper’'s assessment of what the
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1 benefits are to them. 1 We also have a-- annually, we meet with
2 JOHNSON, Q.C.: 2 al of our customers and talk about our
3 Q. Becausethefrequency converter would not be 3 capital program. It's oneof anumber of
4 providing benefits to other customers on the 4 elements we talk -- we call it a Joint Utility
5 system. Isthat right? 5 meeting at which point some of the capital
6 MR. HENDERSON: 6 program gets discussed and | would expect, at
7  A. Thefrequency converter is primarily thereto 7 least in my experience when | attended those
8 get the 50 hertz generation out of the Corner 8 meetings, we would share the capital work that
9 Brook Pulp and Paper hydro electric system, 9 would be going on with Corner Brook Pulp and
10 convertitto 60 sothey canuseit inthe 10 Paper and it'salso important with them to
11 mill. 11 coordinate the outages so that when we have to
12 JOHNSON, Q.C.: 12 take the equipment out, it does not interfere
13 Q. Pagefive, Mr. Henderson, Mr. Marksin his 13 with their production or concerns that they're
14 evidence at lines 11to 14, he makes the 14 doing on their system. So there'sa-- that
15 statement, "a good example of Corner Brook 15 meeting is meant to coordinate the outages so
16 Pulp and Paper's concerns is that the 16 that the customer is aware of those things and
17 currently proposed increase to the 17 we execute the upgrades efficiently.
18 specifically assigned charge waslargely a 18 JOHNSON, Q.C.:
19 surprise to Corner Brook Pulp and Paper, 19 Q. Did Corner Brook Pulp and Paper apprise Hydro
20 despite the capital work that drives this cost 20 in advance that it would be reducing its load
21 increase occurring yearsago. Wewere not 21 to ten percent of previouslevelsat atime
22 sufficiently apprised asthese projects were 22 early enough so Hydro could avoid expenditures
23 undertaken asto what the cost impact to us 23 for generation and transmission capital to
24 would be." Did Hydro apprise Corner Brook 24 supply itsload?
25 Pulp and Paper that it would be incurring 25 MR. HENDERSON:
Page 138 Page 140
1 these costs of which he speaks? 1 A. Are you talking with regard to the 500
2 MR. HENDERSON: 2 gigawatt hours?
3 A. Corner Brook Pulp and Paper would have been 3 JOHNSON, Q.C.:
4 informed of the capital program that we were 4 Q. Yes
5 embarking on. When we knew that the frequency 5 MR. HENDERSON:
6 converter required additional work, we had met 6 A. Wewould have found out at the same time as
7 with Corner Brook Pulp and Paper to let them 7 the general public would have found out, when
8 know that this was the case. Becauseitisa 8 Corner Brook Pulp and Paper announced closure
9 specifically assigned asset, they knew it and 9 of their paper machines.
10 as Mr. Marks talked about, the 2005 review, 10 JOHNSON, Q.C.:
11 that would have been shown to them indicating 11 Q. Right. Justto beclear, doesthe Corner
12 that there was ongoing capital and that we 12 Brook Pulp and Paper frequency converter
13 would continueto do that and, you know, 13 provide value to Idand Interconnected
14 undertake the required work on that in 14 customers in the short term, Mr. Henderson?
15 accordance with that plan and then as things - 15 MR. HENDERSON:
16 - conditions like the 2015 condition work, we 16 A. Theprimary benefit of this isthe supply to
17 share that with them sothey’re aware of 17 the paper mill. Asyou mentioned earlier, the
18 what's happening and we make forward -- our 18 capacity assistance agreement, when that
19 application goes forward every year publicly 19 capacity assistance agreement is called into
20 to the Public Utilities Board for our capital 20 effect, the power that’s coming through the
21 program, which the Industrial Customers, which 21 frequency converter from the 50 hertz system
22 would represent Deer L ake Power, were aware of 22 would be part of the power that comes back
23 the capital investment that was going on. So 23 into the systemto help us through that
24 the full detail would have been there for them 24 capacity assistance. Soat that point in
25 through that mechanism. 25 time, when those calls are made, that 18
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megawatts would provide a benefit to the

system.
JOHNSON, Q.C.:
Q. For which they’re paid?
MR. HENDERSON:
A. For which they are paid, yes.
JOHNSON, Q.C.:

© 00 N o ok~ WODN P

for the frequency converter once the
interconnection is made with Labrador?
MR. HENDERSON:

B
= O

Q. Okay. Would Hydro have any particular plans

1
2
3
4
5
6
7
8
9

10
11

Page 143

MR. COXWORTHY:
Q. Withrespect tothe frequency converter, |

understand that you can address those issues
ona highlevel but youindicated that Mr.
Gardiner and Mr. Moore might be able to
provide more specific information?

MR. HENDERSON:
A. That would be correct because Mr. Gardiner

would be able to speak to the capital
investment and the projectsthat we've been
undertaking, as can Mr. Moore, but Mr. Moore

12 A. Thefrequency converter would continue on its 12 aso has operational responsibility for
13 current purpose once that interconnection is - 13 maintenance of that facility.
14 - which would be the primarily -- be used to 14 MR. COXWORTHY:
15 supply that energy to the paper mill. Asl 15 Q. Withrespect to key performance indicators,
16 mentioned, the Island Interconnected customers |16 certainly up tothis point, Mr. Henderson,
17 get a benefit through the capacity assistance 17 you've been answering those questions. Are
18 agreement. To the extent that the capacity 18 you the sole person on the Panel that would
19 assistance agreement ends when there’'s an 19 talk about those?
20 interconnection with Labrador, then that 20 MR. HENDERSON:
21 benefit goes with it. 21 A. Yeah. | may call Mr. Moorein, depending on
22 JOHNSON, Q.C.: 22 how detailed you want to go.
23 Q. Thoseare my questions for this panel, Mr. 23 MR. COXWORTHY:
24 Chairman. Thank you. 24 Q. Andwith respectto the project execution,
25 CHAIRMAN: 25 that's onethat | didn't catch. | guess

Page 142 Page 144
1 Q. Okay. SoMr. Coxworthy, I think it'syour 1 projects other than the frequency converter or
2 Turn. 2 projects that relate to the frequency

3 MR. ROBERT HENDERSON, MR. DARREN MOORE, MR. TERRY 3

4 GARDINER, CROSS-EXAMINATION BY MR. PAUL COXWORTHY

5 MR. COXWORTHY:
6 Q. Itis. Thank you, Mr. Chair. Good afternoon,
7 Mr. Moore, Mr. Henderson, Mr. Gardiner. Paul
8 Coxworthy, Dean Porter, for the Idand
9 Industrial Customers. I'd like to start with
10 the GRA witness topiclist that was filed
11 August 28th, 2015, just to review the topics
12 that the Operations Panel is being presented
13 to the Board to provide evidenceon, and |
14 acknowledge that Mr. Casstook you, the Panel,
15 through it to sort of identify who would be
16 ableto speak towhat at a highlevel or
17 otherwise. Butl just wantedto review my
18 understanding and perhaps ask some questions
19 about someitemsthat at least | didn't catch
20 the answer on.
21 With respect to the Exploits, Mr.
22 Henderson, you have spoken tothat in your
23 evidence so far?
24 MR. HENDERSON:
25 A. Yes.

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23

25

converter, other projects -

4 MR. HENDERSON:
A. Mr. Gardiner is here for that.
MR. COXWORTHY:
Q. Andreliability, | wanted to ask you beyond

the key performance indicators and, you know,
asyou've aready testified, Mr. Henderson,
the other indicators or measures that Hydro
has developed, I'll say more granular ones
perhaps than the KpI, and we' |l get into that

in greater detail, what else is encompassed in
terms of the evidence that you can give with
respect to reliability, other than speaking to
those?

MR. HENDERSON:
A. Well, | can speak to the metrics. | can speak

to our practice and the manner in which we
address reliability issues.

MR. COXWORTHY:
Q. And at your level, isthat other than by the

metrics?

24 MR. HENDERSON:
A. Well, itisto adegree. It talks about those
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1 actions that we undertake to address 1 opposed to a manager position asit was at
2 reliability issues. 2 your time or had it moved up to the vPlevel?
3 MR. COXWORTHY: 3 MR. HENDERSON:
4 Q. Sowiththat, thank you, Mr. Henderson. 1'd 4 A. No, | wasgoing to say it’swithin his group.
5 like to move on then to the evidence you gave 5 There is amanager of system operations.
6 inresponse to questionsfrom Mr. Cass on 6 MR. COXWORTHY:
7 direct in terms of the positions you hold and 7 Q. Mr. Goulding?
8 how long you've held them, other positions 8 MR. HENDERSON:
9 that you've held within Hydro over time. So 9 A. No, Mr. Goulding would be involved, but it's
10 Mr. Henderson, if | could start with you, | 10 another gentleman named Mr. Butler.
11 understand that you were the manager of the 11 MR. COXWORTHY:
12 systems operations group from about 1995 to 12 Q. Okay.
13 2013? 13 MR. HENDERSON:
14 MR. HENDERSON: 14 A. And Mr. Butler isnot a witness, but Mr.
15 A. That'scorrect. 15 Humphries and Mr. Goulding would be familiar
16 MR. COXWORTHY: 16 with all of those activities.
17 Q. Beforeyou took up your current position. And 17 MR. COXWORTHY:
18 can you summarize for me what your 18 Q. Butthe equivalent or the exact same position
19 responsibilities would have been as the 19 that you were holding during that time would
20 manager of that group with respect to services 20 have been held by Mr. Butler?
21 provided to Industrial Customers? 21 MR. HENDERSON:
22 MR. HENDERSON: 22 A. That'sright.
23 A. Wdl,inthat role, 1 would be very familiar 23 MR. COXWORTHY:
24 with the operations of our Industrial 24 Q. Soisit Mr. Butler now who would be regularly
25 Customers and would be dealing with our 25 attending these joint utilities meetings and
Page 146 Page 148
1 Industrial Customers on afairly regular basis 1 setting the agenda the way that you were back
2 in regular -- certain customers would be more 2 in the period that you were in that position?
3 so than others that we would be dealing with, 3 MR. HENDERSON:
4 whatever issues or concerns that those 4 A. Yes, Mr. Butler would be doing that, aswell
5 customers may have. There's-- | mentioned 5 as othersin his group.
6 when Mr. Johnson was asking me questions, we | 6 MR. COXWORTHY:
7 have ajoint utility meeting which is one that 7 Q. These meetingswere held annually, the joint
8 we schedule with our customers once a year and 8 utilities meetings?
9 | would be a regular attendee of those 9 MR. HENDERSON:
10 meetings, would probably set most of the 10 A. Yes
11 agenda for those meetings and that would be a 11 MR. COXWORTHY:
12 formal get together with the Industrials. But 12 Q. A settimeof year?
13 in addition to that, there' d be other meetings 13 MR. HENDERSON:
14 of items of mutual interest that 1'd be 14 A. TypicalyinMay.
15 involved with over time and had been doing 15 MR. COXWORTHY:
16 that regularly throughout that role. 16 Q. Andwere there minutes kept of these joint
17 MR. COXWORTHY: 17 utilities meetings?
18 Q. And what’sthe equivalent position now in 18 MR. HENDERSON:
19 terms of that role that you were playing from 19 A. Thereis.
20 1995 to 2013? Who holds the equivalent 20 MR. COXWORTHY:
21 position? 21 Q. Thereare. Werethereat thetime that you
22 MR. HENDERSON: 22 were conducting them, 1995 to 2013?
23 A. Mr. Humphries group. 23 MR. HENDERSON:
24 MR. COXWORTHY: 24 A. | think, yes. Theway that we carried those
25 Q. So it's now a vice-president position as 25 meetingsis that we moved the meeting from
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1 location to location, so we might haveit at 1 Q. 2005 to the last meeting, whenever that was.
2 the North Atlantic Refining one year. We may 2 MS.GLYNN:
3 haveit -- well, going back in time, Mr. Dean 3 Q. Thank you.
4 used to attend them in the Stephenville paper 4 MR. COXWORTHY:
5 mill. We moved them all over the system. And 5 Q. | doknow that in the outages review, the 2014
6 whoever was the host was responsible for doing 6 no minutes were filed, for instance. Mr.
7 the minutes. So, | would say that -- | can’'t 7 Henderson, in your earlier evidence you spoke
8 say for sure the minutes got done every year, 8 to being the chair of the Hydro leadership
9 but there's different people had 9 team?
10 responsibility. 10 MR. HENDERSON:
11 MR. COXWORTHY: 11 A. That'sright.
12 Q. Totheextent they were done, Mr. Henderson, 12 MR. COXWORTHY:
13 and even if they weren’t done by you, because 13 Q. Andif I could ask you to turn to PUB-NLH--if
14 you might not have been the host or Hydro 14 Ms. Gray could, please, I’m sorry, turn us to
15 mightn’'t have been the host, would you have 15 PUB-NLH-138, Revision 2. And if we could go
16 received a copy of the minutes? 16 to page 1 of the attached. | apologize if
17 MR. HENDERSON: 17 thisisrepetitive, but | want to be clear in
18 A. Yes 18 my mind that when you speak of the Hydro
19 MR. COXWORTHY: 19 leadership team, is that everyone that appears
20 Q. I'wouldask foranundertaking through you, 20 on attachment 1, page 1, or isit a subset of
21 Mr. Henderson, if we could have the minutes 21 those people?
22 for the period 2005 to present, the last 22 MR. HENDERSON:
23 annual joint utilities meeting, copies of 23 A. It'ssome of the people and additional people.
24 those produced? 24 MR. COXWORTHY:
25 MR. CASS: 25 Q. Soperhaps we can start with who would you
Page 150 Page 152
1 Q. Mr.Chair, I'm not sure of the relevance of 1 exclude as appearson this, from the Hydro
2 just randomly producing all these minutes. If 2 leadership team that you chair?
3 there are some specific questions Mr. 3 MR. HENDERSON:
4 Coxworthy has that might be addressed by the 4 A. Soexcluded would be thevice-president of
5 minutes, | could understand the relevance, but 5 Finance, the vice-president of HROE, vice-
6 just to randomly produce all these minutes for 6 president of Project Execution, the genera
7 no reason | think is alittle bit too much. 7 counsel and corporate secretary. If you could
8 MR. COXWORTHY: 8 scroll down alittle, Jenny, please.
9 Q. Mr.Chair, | can speak tothat. There isa 9 MR. COXWORTHY:
10 request for information that’s been directed 10 Q. Perhaps, though, before we move on from there,
11 to Mr. Marks inrelation to his pre-filed 11 so thisisin Nalcor leadership team then, as
12 evidence that asked specifically a question as 12 opposed to the Hydro |eadership team?
13 to what he should or ought to have been aware 13 MR. HENDERSON:
14 of in relation to his attendance at these 14 A. Thisis the Nalcor leadership team but it
15 joint utility meetings. | think the minutes 15 doesn't include everybody in Nalcor, it's
16 of the meetings are very relevant, given that 16 those who have--who are officers or have
17 Hydro, themselves, have asked this question. 17 responsibility for peoplethat dowork for
18 MR. HENDERSON: 18 Hydro.
19 A. We can undertake to produce those. 19 MR. COXWORTHY:
20 MR. COXWORTHY: 20 Q. Soit sort of fals between two stools, and |
21 Q. Youwill? Thank you. 21 realize you wanted to scroll down and
22 MS. GLYNN: 22 absolutely.
23 Q. Andtheundertaking isnoted on the record. 23 MR. HENDERSON:
24 2005 wasit Mr. Coxworthy? 24 A. It'sjust the senior legal counsel there, was
25 MR. COXWORTHY: 25 shown there and the senior legal counsel, I'm
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1 not sureif that refersto Mr. Y oung or not, 1 Q. Thankyou, if we could perhapsturn to 328?
2 but if it does, then Mr. Y oung is on the Hydro 2 So there’salisting of -
3 leadership team. If it’snot Mr. Young - 3 MR. HENDERSON:
4 MR. YOUNG: 4 A. So we have alisting here of those who
5 Q. |l waskind of hoping it was me. 5 regularly attend the Nalcor leadership team
6 MR. COXWORTHY: 6 and then meetings and then below that is those
7 Q. | thoughtit wasMr. Young, but anyway, I'm 7 that regularly attend the Hydro leadership
8 not going to give any evidence, but | do want 8 team meetings. And so thisisthe listing of
9 to understand thisdlide or this particular 9 people that are on the Hydro leadership team
10 page, | should say, of attachment No. 1 10 that | would be speaking about.
11 becauseit just says "Leadership Team", it 11 MR. COXWORTHY:
12 doesn’'t specify Hydro, Nalcor, maybe it’s just 12 Q. Andyou gave evidence that thereis generally
13 my confusion but I’ve been seesawingand I’'m |13 a monthly meeting of the Hydro leadership
14 still seesawing based on your answer so far, 14 team.
15 Mr. Henderson, as to leadership team of what? 15 MR. HENDERSON:
16 It's not Hydro because you just indicated the 16 A. That'scorrect.
17 number of people you would consider to be part |17 MR. COXWORTHY:
18 of the Hydro leadership team. You've aso 18 Q. Andlooking at PUB-NLH-328 and certainly |
19 indicated there are other people who aren’t 19 recall your evidence that you spoke to these,
20 here. | think you're going to direct meto 20 would be peoplethat would attend that and
21 another dlide, eventualy, that will 21 there’ sbeen some changes, | think, because
22 illuminate me. But what isit the leadership 22 some of the positions have changed. | don't
23 team of, then, if it’s not the leadership team 23 think weneed to review that evidence in
24 of Hydro? 24 detail, but going back to then PUB-NLH-138 and
25 MR. HENDERSON: 25 the people from Nalcor who provides shared
Page 154 Page 156
1 A. Thishereisasubset of the Nalcor leadership 1 services, leaders, the Nalcor leaders, do they
2 team. 2 attend these monthly meetings of the Hydro
3 MR. COXWORTHY: 3 leadership team?
4 Q. Andwhy are weonly getting asubset of the 4 MR. HENDERSON:
5 Nalcor leadership, can you answer that 5 A. No, they don't.
6 question on this attachment? 6 MR. COXWORTHY:
7 MR. HENDERSON: 7 Q. And how do you interface--if they don't go to
8 A. Whatl understandisthat thisisthe subset 8 these monthly meetings, how do they learn what
9 of Nalcor leadership team that have peoplein 9 transpires at these meetings?
10 their divisions who provide functional support 10 MR. HENDERSON:
11 to Hydro. 11  A. TheNacor leadership team meetings | would
12 MR. COXWORTHY: 12 convey what's happening in the Hydro
13 Q. Solet’'smove on then, please, if you could 13 leadership team meetings, so | attend the
14 direct me and the Board to the slide that you 14 Nalcor leadership team meetings with, along
15 feel does abetter job of representing the 15 with the vice-president of System Operations
16 Hydro |eadership team? 16 and Planning who attends the Hydro leadership
17 MR. HENDERSON: 17 team meetings, as well asthe vice-president
18 A. It'snotinthischart, likethis, there was 18 of Corporate Relationswho attends the Hydro
19 another RFI and | had it here for the opening 19 leadership team meetings. All of uswould be
20 day, but 1 don't think | have--I don’t 20 there at the Nalcor leadership team sharing
21 remember the RFI now. 21 what occurred and what occurred over the
22 MR. O'BRIEN: 22 previous month.
23 Q. Ithinkitwas 328 you had directed, | think 23 MR. COXWORTHY:
24 was the number, but I’ m not sure. 24 Q. Andat the Nalcor meetings, |eadership team
25 MR. COXWORTHY: 25 meetings, how often do they transpireif the
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1 Hydro ones are monthly? 1 in the performance contract that we would talk
2 MR. HENDERSON: 2 about and talk about how they’ re progressing,
3 A. They’'re monthly aswell. 3 so I'll go to Mr. Johnson’s comment about the
4 MR. COXWORTHY: 4 customer service plan, that would be one of
5 Q. They' re monthly aswell. 5 the items that would get talked about at the
6 MR. HENDERSON: 6 Nalcor leadership team on how we're doing with
7 A. And generally speaking they are one day after 7 respect to completing that strategic framework
8 the other. 8 that we' ve set up on there. So those types of
9 MR. COXWORTHY: 9 thingswould get spoken about interms of
10 Q. Sowhich one comesfirst? 10 really flagging thingsthat aren’t where we
11 MR. HENDERSON: 11 want them to be. We talked about things on an
12 A. SoTuesday Hydro hasit and Nalcor would have |12 exception, rather than if everything is going
13 it on Wednesday. 13 according to plan, it would not get any
14 MR. COXWORTHY: 14 discussion, but anything that’s not where we
15 Q. Okay, so generally the Hydro meeting isfirst. 15 would it to be, that’ s where you’ d focus your
16 MR. HENDERSON: 16 discussions on.
17 A. Yes 17 MR. COXWORTHY:
18 MR. COXWORTHY: 18 Q. Thank you, Mr. Henderson. I’d like to move on
19 Q. Andthen acouple of dayslater you can goto 19 toask Mr. Moore some questions about his
20 the Nalcor meeting and report on what’s arisen 20 position.
21 at the Hydro meeting? 21 MR. MOORE:
22 MR. HENDERSON: 22 A, Okay.
23 A. Right. 23 MR. COXWORTHY:
24 MR. COXWORTHY: 24 Q. And, Mr. Maore, | understand that you’ ve been
25 Q. And apart from your verbal report at the 25 the general manager of Transmission and Rural
Page 158 Page 160
1 Nalcor meeting, is there any other way that 1 Operations Group since 2011?
2 the Nalcor leadership team participants who 2 MR. MOORE:
3 provide shared servicesto Hydro, learn what 3 A. That'scorrect.
4 transpires at these monthly meetings of 4 MR. COXWORTHY:
5 Hydro' s leadership team? 5 Q. Butyou ve been with that group since 2004?
6 MR. HENDERSON: 6 MR. MOORE:
7 A. Well there saverbal report, there' s a paper 7 A Yes
8 report, I'll say an overview of--a high level 8 MR. COXWORTHY:
9 overview of what’s happening and indication of 9 Q. Andwhat positionsdid you hold between 2004
10 some of the indicators, the onesthat Mr. 10 and your current position with that group?
11 Martin talked about or was provided through 11 MR. MOORE:
12 undertakings with Mr. Martin, those types of 12 A. In 2004 | moved into the, it was the manager’s
13 items - 13 role for transmission and distribution for the
14 MR. COXWORTHY: 14 TRO Central region, which | explained earlier
15 Q. Soundertakings, 2B, for instance, the type of 15 in the evidence that the Central region
16 information that’ s found in undertaking 2B? 16 basically is the isand portion of the
17 MR. HENDERSON: 17 province, excluded the Great Northern
18 A. I’'mnot sure of the number, but I'll say it's 18 Peninsula, so | held that position until, |
19 the items that we have in our annual plan, the 19 think it was around 2009 and | moved into a
20 itemsthat we - 20 long-term asset planning role for our
21 MR. COXWORTHY: 21 transmission and distribution assets for al
22 Q. But that was the performance contract, but is 22 of TRo or al of Hydro and then moved into the
23 that the type of information that - 23 general manager rolein 2011.
24 MR. HENDERSON: 24 MR. COXWORTHY:
25 A. Some of that, but there’'s othersthat aren’t 25 Q. Who held the general manager role before you
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1 did at the TRO group? 1 customers.
2 MR. MOORE: 2 MR. COXWORTHY:
3 A. Itwasanew position when | moved into it. 3 Q. You'll have to help me here, does that
4 MR. COXWORTHY: 4 include--you’ve heard some evidence aready
5 Q. Itwasanew position, and so if it was a new 5 about the Corner Brook Pulp & Paper Frequency
6 position, the responsibilities of the 6 Converter, does that fall under your
7 position, who would have been responsible for 7 bailiwick?
8 them prior to the new position being created? 8 MR. MOORE:
9 MR. MOORE: 9 A. Yes
10 A. Theway it happened before the new position 10 MR. COXWORTHY:
11 was created, theresponsibilities, | guess, 11 Q. And beforeyour new position was created,
12 would have been shared among the three 12 you've said there were three different
13 regional managers, as we talked about 13 regional directors, the responsibilities were
14 Labrador, Northern and Central prior to that, 14 shared or spread out over those three. Who of
15 and when we put the general manager position 15 those regional--before your position was
16 in placein 2011, that | moved into, the idea 16 created, which of those regional managers
17 then that the general manager would be 17 would have been responsible for the Corner
18 accountable for al aspects of TRO'S 18 Brook Pulp & Paper Frequency Converter?
19 operations, which would include the regions, 19 MR. MOORE:
20 the work execution and operation function of 20 A. That would have been the manager of the
21 asset management, long-term asset planning, 21 Central region.
22 short-term planning and scheduling and support {22 MR. COXWORTHY:
23 servicesfor TRO. 23 Q. Whichwasyoursdlf, if | remember correctly--
24 MR. COXWORTHY: 24 isthat correct, before 2103?
25 Q. Andtobe clear, | understand--and | hope| 25 MR. MOORE:

Page 162 Page 164
1 have this right, you' re a Hydro employee. 1 A. No.
2 MR. MOORE: 2 MR. COXWORTHY:
3 A. Yes 3 Q. Whowasit then?
4 MR. COXWORTHY: 4 MR. MOORE:
5 Q. Mr. Gardiner isaNalcor employee. 5 A. Themanager of the Central regionat that
6 MR. GARDINER: 6 time--a nameyou mean? Thename of the
7 A. That'scorrect. 7 person?
8 MR. COXWORTHY: 8 MR. COXWORTHY:
9 Q. Sointerms of that change, interms of how 9 Q. Yes
10 that’ s structured in your new position, what 10 MR. MOORE:
11 are your responsibilities in that new 11 A. That would have been Rob Cater because all the
12 position, general manager, in relation to 12 Industrial customers in TROfall within the
13 interactionswith providing serviceto the 13 Central region.
14 Industrial customers? 14 MR. COXWORTHY:
15 MR. MOORE: 15 Q. Andhow long did Mr. Cater hold that position?
16 A. My roleintransmission rural operations with 16 MR. MOORE:
17 respect to the Industrial customersiswe're 17 A. Mr. Cater took that position, 1'd have to
18 fully accountable for asset management of the 18 check the exact date, but -
19 transmission distribution assets, which would 19 MR. COXWORTHY:
20 include the high voltage terminal stations, so 20 Q. Subject to check, but approximately how long
21 the delivery point that provides electrical 21 has he been in that position?
22 servicesto theIndustrial customers, we're 22 MR. MOORE:
23 accountable for asset management, operation 23 A. | would say back to the early 2000s.
24 and maintenance of those assets that provide 24 MR. COXWORTHY:
25 direct electrical serviceto the Industria 25 Q. That'sfine, thank you. Theannua joint
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1 utility meetings that Mr. Henderson referred 1 and project services and you've been in that

2 to, would you have ever been attending in any 2 position since about 20107

3 of your positions in the TRO group? 3 MR. GARDINER:

4 MR. MOORE: 4 A. Yes, correct.

5 A. No 5 MR. COXWORTHY:

6 (1:00 p.m.) 6 Q. Sofiveyears.

7 MR. COXWORTHY: 7 MR. GARDINER:

8 Q. Inyour current position as general manager 8 A. Yes, that'scorrect.

9 for the TRO group, is there anyone 9 MR. COXWORTHY:
10 specifically assigned to Corner Brook Pulp & 10 Q. Andwhat position did you hold before that,
11 Paper within the Hydro organization to liaise 11 before you were in that position?
12 with, communicate with, deal with Corner Brook |12 MR. GARDINER:
13 Pulp & Paper issues? 13 A. | joined the company after graduation in 1987
14 MR. MOORE: 14 as atransmission design engineering with the
15 A. IntheHydro organization, the communication 15 transmission group. At that time the
16 with the Industrial customers, which would 16 transmission group was separate, a separate
17 include Corner Brook Pulp & Paper, istaken 17 group. Then, | believe subject, around 2003
18 care of, I'll say, through our system planning 18 we joined engineering services and became
19 group or system operations group and they sit 19 transmission distribution design. | continue
20 inonthejoint - 20 to servein my role asatransmission design
21 MR. COXWORTHY: 21 engineering at that time and then in 2010, we
22 Q. Okay, so Mr. Humphries and his panel may bea |22 became Project Execution and Technical
23 better people to ask about who might be 23 Servicesand | wasthe manager. The former
24 specifically - 24 manager retired and | was promoted to the
25 MR. MOORE: 25 position of manager of Transmission and

Page 166 Page 168

1 A. That'sright, the direct accountability for 1 Distribution and then in 2013 there was a bit

2 that liaison with our Industrial customersis 2 of areorg. in Project Execution and Technical

3 with our systems operations group. 3 Services and | took theresponsibility as

4 MR. COXWORTHY: 4 manager of Engineering and Project Services,

5 Q. Thankyou. Mr. Moore, | believe Mr. Henderson 5 soat that timel took the, | guess, lead,

6 identified that he's an electrical engineer in 6 manager for both the Transmission and Civil

7 this evidence, you've identified you're a 7 Engineering Servicesfor PETS, aswell as

8 professional engineer, what area of specialty, 8 drafting properties and the safety lead and

9 if I can call it that, electrical - 9 also project support services.
10 MR. MOORE: 10 MR. COXWORTHY:
11  A. I’man electrical engineer. 11 Q. Andat what point during that did you--because
12 MR. COXWORTHY: 12 | would understand you would have started off
13 Q. | might aswell ask Mr. Gardiner now as well. 13 asaHydro employee? At what point did you
14 MR. GARDINER: 14 transition from that to Nalcor?
15 A. I'macivil engineer. 15 MR. GARDINER:
16 MR. COXWORTHY: 16 A. In 2011, a decision was made, | guess, that
17 Q. AndMr. Gardiner, I'm going to go on and ask a 17 all the leadership of Project Execution would
18 similar question to yourself justsol can 18 move into Nalcor. So in 2011, because Project
19 understand the parameters of your position and 19 Execution was created in late 2010 and then in
20 a little bit about your history in that 20 2011, the leadership, myself and other
21 position and before that. 21 managers were moved from Hydro into Nalcor.
22 MR. GARDINER: 22 MR. COXWORTHY:
23 A. Sure, absolutely. 23 Q. Andinyour present position, Mr. Gardiner, as
24 MR. COXWORTHY: 24 manager of engineering and project services,
25 Q. Soyou're currently the manager of engineering 25 what responsibilities, if any, do you have for
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1 provision of services for the Industria 1 MR. COXWORTHY:
2 customers? 2 Q. You refer to "long-term planners'?
3 MR. GARDINER: 3 MR. GARDINER:
4  A. Other than any projectsthat would be vetted 4 A. That'scorrect.
5 by the long-term asset planning, coming out of 5 MR. COXWORTHY:
6 the 20-year plan, that wewould take those, 6 Q. Asacategory of staff, isthat -
7 once they’re prioritized, and the scopes are 7 MR. GARDINER:
8 applied and justifications are there, we would 8 A. That would be part of the operations group,
9 take them and we would put them through the 9 TRO.
10 planning process where we would produce 10 MR. COXWORTHY:
11 capital budget proposals that would be 11 Q. Soback to Mr. Moore.
12 submitted as part of the capital budget 12 MR. GARDINER:
13 program. 13 A. Yes, but in the meantime, I’m hoping to visit
14 MR. COXWORTHY: 14 the--after this proceeding | will visit the
15 Q. Withrespect to capital expenditure projects 15 Corner Brook Frequency Converter, absolutely.
16 that related to the Corner Brook Pulp & Paper 16 MR. COXWORTHY:
17 Freguency Converter, would you have hadthe |17 Q. Doesn’'t sound like you would be participating
18 responsibilitiesthat you just outlined for 18 in joint utility meetings annually?
19 those type of capital projects? 19 MR. GARDINER:
20 MR. GARDINER: 20 A. lwouldnot. We'reashared services model
21 A. We would have the responsibility, yes, to 21 where we provide the function to the various
22 prepare those budgets and schedules for - 22 lines of business.
23 MR. COXWORTHY: 23 MR. COXWORTHY:
24 Q. Andin preparing that budget, would you have 24 Q. I'dliketo move onandit may be that it's
25 any communication with Corner Brook Pulp & |25 not just Mr. Henderson that can answer this,
Page 170 Page 172
1 Paper or anyone at Corner Brook Pulp & Paper 1 but perhaps Mr. Moore may have some
2 or isthat done by someone else? 2 information aswell. Key account teams and |
3 MR. GARDINER: 3 guessif we could turn to the September 21st,
4 A. That would be done by someone else, probably 4 2015 transcript, | believe that’ s the evidence
5 the field people, the long-term asset 5 of Mr. McDonald, page 26, starting at line 11.
6 planners. One of the things that we do, of 6 So | was asking a question of Mr. McDonald on
7 course, once we receive the scope, we sit down 7 the previous panel. Mr. Martin has indicated
8 with the long-term asset plannersto get a 8 a renewed focus on customer service, that
9 good understanding of exactly what the scope 9 customer service isan important part of the
10 is, look at what work has been done and what 10 Nalcor/Hydro business models and goals. We' ve
11 work isto be doneand then we would prepare 11 been talking about the position of vp
12 the budget, so inthat particular case we 12 Corporate Communications and how in 2015/2016
13 would rely on our long-term asset planners and 13 alarge piece of her work is goingto be
14 other people. Wewould not, unlesswe deemed |14 working on customers'--with customers | think
15 it necessary, other than going on a site visit 15 | meant to say,~-"and | wanted to talk about
16 with the operations personnel and project 16 specificaly the Industria customers and what
17 execution personnel, wewould not have any 17 efforts you may be aware of", so it goesonin
18 direct contact. 18 that vein and | then at the bottom of that
19 MR. COXWORTHY: 19 page say, "lI've heard references to
20 Q. Haveyouever donethat at the Corner Brook 20 establishing key account people or key account
21 Pulp & Paper Frequency Converter? Haveyou |21 teamsthat would perhaps be dedicated to a
22 ever made a site visit? 22 particular Industrial customer." And so
23 MR. GARDINER: 23 starting with Mr. Henderson, can you tell me
24 A. | havenot, no, not myself personally. | know 24 what your state of knowledge is about whether
25 that staff have and hopefully I'll get - 25 there'sany work being doneto develop key

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

Page 169 - Page 172




September 24, 2015 Multi-Page™

NL Hydro GRA

Page 173 Page 175
1 account teams, dedicated to particular 1 issues related to the power contractor
2 Industrial customers? 2 relationship, you know, in terms of the
3 MR. HENDERSON: 3 billings, those types of things would also be
4 A. I'vediscussed thiswith the vice-president of 4 discussed at that level, so that's done. |
5 corporate relations who has the accountability 5 also have contact and have met with, I'll say
6 for developing this and so we' ve talked about 6 the management of Corner Brook Pulp & Paper as
7 the need to look at how we will execute this. 7 well as with North Atlantic Refining. For
8 Right now that role is a part of the 8 Vale, | have met them, but the relationship
9 responsibility of the manager of system 9 has not really evolved that way yet with Vale.
10 operations. The manager of system operations 10 MR. COXWORTHY:
11 isexpected to bein regular contact with 11 Q. If we couldturn back to Mr. McDonald's
12 those customers, dealing with day-to-day 12 evidence and it's at page 27 now from
13 activities, as well as the joint utility 13 September 15th. So | put that same question
14 meeting and power supply arrangements and 14 to Mr. McDonad as | just put toyou, you
15 those types of things. So that is done there 15 know, what did he know about the initiative
16 and so myself and the vice-president of 16 and what he knew certainly isin linewith
17 corporate relations have talked about how we 17 what you just told us. But he does speak to
18 might transition that perhaps to bring in 18 it having been and it'sline 6, "identified as
19 another position within the customer relations 19 akey focus areafor uslast year" and what
20 or customer services group that would have a 20 you' ve described to us so far, Mr. Henderson,
21 focus on larger customers and the Industrial 21 isthat you' ve had some conversations with the
22 customers, you know, the day-to-day activities 22 vP of corporate communications about this.
23 would continueto have to be co-ordinated 23 MR. HENDERSON:
24 through system operations, but it’s a matter 24 A. Yes.
25 of having a person who isvery clear to the 25 MR. COXWORTHY:
Page 174 Page 176
1 customersthisis who you go toif you have 1 Q. Hasit progressed beyond discussions with the
2 issues and they would maintain a regular 2 VP of corporate communicationsin terms of -
3 contact with the customers, perhaps an 3 MR. HENDERSON:
4 enhancement, | would say, from where we are 4 A Wdl I'll say thatit's been part of our
5 today with the way that has been happening. 5 budget discussions for 2016 and the
6 MR. COXWORTHY: 6 requirement for an additional position to be
7 Q. Whereareyou today? Whereis Hydro today if 7 ableto have somebody dedicated to this, so
8 the customers have an issue that they’re not 8 it's been part of that discussion iswhere it
9 clear on or if Hydro wants to communicate an 9 is right now in terms of having a-this
10 issue to the customer, isit depending on the 10 approach is also applied to our rura
11 issue? Arethere several different people now 11 customers, so there's been work as well
12 within the organization? 12 happening there where we are establishing a
13 MR. HENDERSON: 13 stronger relationship with some of our larger
14 A. | would suggest to you that it would depend on 14 commercial customersin therural areas and so
15 the issue, that we would communicate with the 15 there' s been a--Mr. Moore recently attended a
16 customer. Anything to do with the asset, 16 meeting with the minedownin, I’'m going to
17 they’rein the field doing work, there would 17 say Rambler Mines down in Baie Verte Peninsula
18 be somebody in Mr. Moore' s shop would be there 18 and establishing a stronger tie there, soit’s
19 meeting with the customer, talking about the 19 progressing along. With respect to the
20 technical detailsof work that’sgoing to 20 Industrials, there hasn't been any specific
21 happen and then on the coordination of outages 21 item that | am aware of that has happened to
22 and system related issues, that would be the 22 date, other than, you know, what has been
23 manager of system operations would be 23 happening in the past, which would be the
24 responsible for having al of those 24 manager of system operations, as well asthe
25 discussions. And also talking about any 25 contact that I’ ve had.
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1 MR. COXWORTHY: 1 customer services to take a lead role in our
2 Q. Is the thinking that there would be one 2 customer services council and oneof the
3 particular person dedicated to, for instance, 3 mandates of that council is to oversee
4 Corner Brook Pulp & Paper, onefor Valeor one | 4 execution of our customer services' strategy
5 position, | should say, one to North Atlantic 5 going forward, such that | present operations
6 Refining? 6 and our manager of customer services
7 MR. HENDERSON: 7 represents that team, and so we' re looking at
8 A. Thediscussionswe'vehad is having aperson 8 the, you know, making sure that strategy gets
9 who would be acontact for all of them, not 9 implemented going forward, and one of the
10 one person per customer. 10 significant parts of that strategy is
11 MR. COXWORTHY: 11 implementation of akey account strategy, |
12 Q. Not one person per customer, so you're 12 guess, or managing key accounts from our
13 thinking there would be one person for all-- 13 larger commercia fish plants, those type of
14 well, whatever Industrials customers happened 14 larger customers on the distribution systems.
15 to be - 15 MR. COXWORTHY:
16 MR. HENDERSON: 16 Q. So is the initiative you're involved in
17 A. That'sright and that’s the conversation that 17 limited to larger rural customers or does it
18 we' ve had because the expectation is, is that 18 include the Industrial customers?
19 you'd be able to manage the, you know, three 19 MR. MOORE:
20 or four accounts, well it's alittle more 20 A. Thescope right now includes, is basically
21 because we also have 10c in Labrador that - 21 limited to our distribution customers or
22 MR. COXWORTHY: 22 customers on the distribution system that are
23 Q. Sothat onepersonwould be expected to be 23 customer group or customer services team have
24 familiar with the issues with respect to - 24 accountability for, but as Rob just indicated,
25 MR. HENDERSON: 25 we're looking at, you know, is there an
Page 178 Page 180
1 A. Yes, and making sure that - 1 opportunity to expand that mandate so that we
2 MR. COXWORTHY: 2 can follow the same model for Industrial
3 Q. All those Industrial customers. 3 customers going forward, which Rob explained
4 MR. HENDERSON: 4 IS-
5 A. Making surethat all the right people in Hydro 5 MR. COXWORTHY:
6 who might be required to meet with them to 6 Q. Itsoundslikework might be more progressed
7 deal with issues are there when required and 7 with this sort of work for the rural customers
8 making sure that we’' re responsive to customer 8 thanitis for the Industrial customers, is
9 needs. 9 that fair?
10 MR. COXWORTHY: 10 MR. MOORE:
11 Q. Mr.Moore, you mentioned in the context of 11 A. | wouldsay from my involvement with our
12 having done similar work or playing asimilar 12 customer services' team at this point, but as
13 role with large commercial rural customers. 13 Rob indicated, work is progressing, | guess,
14 MR. MOORE: 14 through system operations who regularly do a
15 A. Yes 15 fair amount of discussion and communication
16 MR. COXWORTHY: 16 with our Industrial customers.
17 Q. Isthere anything else that you know, in terms 17 MR. COXWORTHY:
18 of your work, about the development of key 18 Q. And I understand I’'ll be able to ask him some
19 account people for the Industrial customers? 19 more questions about that. Thank you. 1'd
20 MR. MOORE: 20 like to go on and perhaps if PUB-NLH-228, the
21 A. Yes, onething that has happened aswell, we 21 infamous PUB-NLH-228 can be brought up please?
22 talked about earlier, the customer service's 22 Revision 5.
23 strategy and execution of that plan going 23 MS. GLYNN:
24 forward is, well Mr. Henderson and Ms. Dalley |24 Q. | wasjust going to ask.
25 have assigned myself and the manager of 25 CHAIRMAN:
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1 Q. Getting likethe Bible. 1 leading Hydro' s negotiating team with our IBEW
2 MR. COXWORTHY: 2 employees and so he was also using time there
3 Q. Therehavebeen anumber of questions asked 3 for that, sothose--but Mr. McDonald was a
4 by, I think all parties or most of the parties 4 fair bit on the reliability review and helping
5 about this particular RFI response, Mr. 5 to coordinate all of our responsesto the
6 Henderson, but | want to focus on some 6 many, many questionsand reports we were
7 questions | asked Mr. McDonald and Mr. Roberts 7 filing and then Mr. Robertswith respect to
8 aswell, in terms of time forecast spent, | 8 the Collective Agreement.
9 guessin the case of 2014, time charged in, | 9 MR. COXWORTHY:
10 should say, by the vp of human resources and 10 Q. Andyoumay entirely befamiliar with this,
11 organizational effectiveness position, charged 11 but if youlook at footnote No. 2 here, in
12 inin 2014 to Hydro and forecast to be charged 12 fact it specifically notes that the vP of HROE
13 in for 2015 and 2016 and Mr. Roberts and Mr. 13 and that means Mr. McDonald, was seconded to
14 McDondd’s evidence was that, as | recall it 14 leave the coordination regarding the outage
15 and understood it, that in all three of yours 15 and electricity system reviews for Hydro. So
16 years, those numbersthat we seethere, so 16 when you say you spent a lot of time
17 1462 in 2014, 1121 inthe other years, isa 17 interacting with Mr. McDonald in 2014, was it
18 mixture of both their times in terms of some 18 in relation to that?
19 of that is time charged in by Mr. McDonald, 19 MR. HENDERSON:
20 some of it istime charged in--or forecast to 20 A. It would have been with respect to that, yes.
21 be charged in by Mr. Robertsand | guess| 21 MR. COXWORTHY:
22 would ask Mr. Henderson, is that your 22 Q. Anything else of any large significance to
23 understanding aswell in termsof who is 23 Hydro?
24 charging in what from that position? 24 MR. HENDERSON:
25 MR. HENDERSON: 25 A. Well Mr. McDonald was aso, well | guessthe
Page 182 Page 184
1 A Yes 1 electricity system review that the provincia
2 MR. COXWORTHY: 2 government was undertaking as well, Mr.
3 Q. Andareyou ableto say, say in 2014, what the 3 McDonald was involved with that as well, so
4 mix is? Isit 50/50? | realize I’m not down 4 there was aspects of that. | would have also
5 to the last decimal point, but can you give me 5 been interacting with him with respect to the
6 some sense of the 2014 in terms of charged-in 6 transition to operations activities that
7 time for Mr. Roberts, as opposed to for Mr. 7 we're doing with respect to Muskat Falls and
8 McDonald, what the split might be? 8 Labrador Island Link and some of the
9 MR. HENDERSON: 9 discussions about organizational requirements.
10 A. I'dbeguessing. I'mnot certain but | know 10 He was providing arole there as well.
11 from my interactions - 11 MR. COXWORTHY:
12 MR. COXWORTHY: 12 Q. Within Hydro, | mean, you've given specific
13 Q. If youdon't know, you don’'t know. 13 examples and | recognize they may not be all
14 MR. HENDERSON: 14 inclusive of the dealings you would have had
15 A. -that | had moredirectionswith Mr. McDonald |15 with Mr. McDonald and with Mr. Roberts in
16 than | did with Mr Roberts, but that may not 16 relation to human resource issues. We haven't
17 be--Mr. Roberts - 17 talked about organizational effectiveness, but
18 MR. COXWORTHY: 18 perhaps including that, but within Hydro who
19 Q. That may not be reflective of what they 19 do you deal with, interact with, with respect
20 charged in. 20 to human resources and organizationa
21 MR. HENDERSON: 21 effectivenessissues? Soif it'snot Mr.
22 A. Mr. Robertsisalso dealing--well I'll say it 22 McDonald, it's not Mr. Roberts, whois it
23 was mostly Mr. McDonald but there was a 23 within the Hydro organization that you
24 considerable amount of time with Mr. Roberts 24 interact with the most on those issues?
25 because of the contract negotiations. He was 25 MR. HENDERSON:
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1 A. There's a lead--with respect to human 1 issues are vetted with him.

2 resources, thereis alead who is responsible 2 MR. COXWORTHY:

3 onthe Hydro leadership team whichis the 3 Q. Other than the unionissue, and |’m assuming

4 manager of human resources, who | would be 4 that doesn’t have a Nalcor dimension, perhaps

5 dealing with for the most part, but anything 5 I’m wrong, did the union negotiationsin 2014

6 that, I'll say significant issues, we would 6 have a Nacor dimension?

7 bring in Mr. Robertsinto that discussion. So 7 MR. HENDERSON:

8 if there was something of quite a, you know, 8 A. Earlierin theyear therewas, the union--

9 like the negotiations of IBEwW or if there was 9 there was an agreement signed with the CF(L)Co
10 significant, those types of issues that we may 10 unionized workers that Mr. Roberts would have
11 end up, it wouldn’t be just myself and the 11 been involved with earlier.

12 manager, we would also bring Mr. McDonald or |12 MR. COXWORTHY:

13 since Mr. McDonald’s role has changed, we 13 Q. Butin termsof theother issuesthat Mr.

14 would have gone to Mr. Robertsand talked 14 Robertswould involved, that you would get

15 about those types of things. So of all of the 15 involved in that might have a Hydro dimension,

16 executives that would probably be the vice- 16 did they usually also have a Nalcor dimension

17 president of HR that probably would get the 17 aswell or implications across Nal cor?

18 most, get involved with most of those types of 18 MR. HENDERSON:

19 iSsues. 19 A. No, not necessarily, most of what I’m talking

20 MR. COXWORTHY: 20 about with him isaHydro issue, but I'll say

21 Q. Andthat may bereflectedin therelatively 21 that there could bea dimensionto it, for

22 high number we're seeing being charged in, 22 instance, we have the compensation structure

23 compared to the other positions. But apart 23 is, you know, is one compensation structure,

24 from, just speak to Mr. Roberts because, yes, 24 for instance, within Nalcor and Hydro, so

25 there are two effectively VPHROESWho are 25 there may be, I'll say, sidetype of issues
Page 186 Page 188

1 charging in time to Hydro, but in terms of the 1 there, but you know, I'm totally focussed on

2 role that Mr. Roberts has taken on, apart from 2 the implications to Hydro in those

3 the union negotiations in 2014, correct me if 3 conversations.

4 I’m wrong, you don’t have those every year? 4 MR. COXWORTHY:

5 MR. HENDERSON: 5 Q. And hasthere been any change in therole of

6 A. No. 6 the vPHRO in that role from thetransition

7 MR. COXWORTHY: 7 from Mr. McDonald to Mr. Roberts? And Mr.

8 Q. I'msureyou're glad that youdon't, butin 8 McDonald sounds like he has afairly focussed,

9 other years, what role does he play? What 9 he called it aconsulting role, | think, at
10 other--you said there might be other 10 some point, where heis now.

11 significant issues that you wouldn't just go 11 MR. HENDERSON:

12 to your internal manager or when | say 12 A. Right.

13 "internal”, your Hydro manager for HRO, you 13 MR. COXWORTHY:

14 would goto him. What other examples of 14 Q. Hasthere been achange now that Mr. Roberts
15 significant issues can you give? 15 is acting vP, interms of the types of

16 MR. HENDERSON: 16 services starting in 2014 that Mr. Roberts

17  A. Wéll there can, from time to time, be alabour 17 delivers to Hydro?

18 relationsissue that we might want to talk 18 MR. HENDERSON:

19 about. There'salso, we will talk about maybe 19 A. No, Mr. Robertsisdoing therole that Mr.

20 compensation type of issuesthat may come up 20 McDonad was doing.

21 with regard to certain positionsor other 21 MR. COXWORTHY:

22 personnel type of issuesthat aresort of 22 Q. Somoving on then to 2015 and that's forecast,
23 generally broad based that may impact across 23 athough we're three-quartersinto 2015, and
24 Hydro and Nalcor that we would want to talk 24 again | had asked you to give me your sense of
25 about, so that the full understanding of those 25 the mix of, at least based on your
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1 interactions, which may or may not reflect the 1 Q. How and what form do those interactions occur
2 actual charged-in time, but the mix in terms 2 between yourself and Mr. McDonald?
3 of your interactions with Mr. McDonald and Mr. | 3 MR. HENDERSON:
4 Roberts so far in 2015. 4 A. Mr.McDonald sofficeisright nextto mine,
5 MR. HENDERSON: 5 so wewill, you know, those types of things
6 A. They would be precisely the same. 6 happen very ad hoc, if you like, through that
7 MR. COXWORTHY: 7 arrangement, but we also have regular meetings
8 Q. More so withMr. McDonald than with Mr. 8 totalk about thework planfor that whole
9 Raoberts. 9 transition to operations’ function or activity
10 MR. HENDERSON: 10 and they have been--they’ re not monthly, they
11 A. No, well, no, | would say that thisyear it's 11 may be happening alittle bit more frequently
12 probably--when | talked about the union 12 than that, but they’re not self prescribed as
13 negotiations, they weren't completed until 13 being exactly at the sametime every month,
14 this year, so that - 14 like the leadership team meetings were,
15 MR. COXWORTHY: 15 they’ re much more issue driven and dealt with
16 Q. Canyou tell mewhen they were completed? 16 interms of ascertain piecesof work gets
17 MR. HENDERSON: 17 done, we'd be meeting to review it.
18 A. Would have been early summer. 18 MR. COXWORTHY:
19 MR. COXWORTHY: 19 Q. Andinlooking at 2016 which is forecast, what
20 Q. Of 20157 20 isyour understandingin terms of the time
21 MR. HENDERSON: 21 they are going to be charging in, because
22 A. Yes 22 again, their evidence was that this is a
23 MR. COXWORTHY: 23 combination of both Mr. McDonald’ sand Mr.
24 Q. Sothere’s a carry over obviously for Mr. 24 Roberts time in 2016, what's your
25 Roberts' rolein that? 25 understanding of the services, the shared
Page 190 Page 192
1 MR. HENDERSON: 1 services they’regoing to be providing to
2 A Yes 2 Hydro in that year to justify those charges?
3 MR. COXWORTHY: 3 MR. HENDERSON:
4 Q. Andin your interactions with Mr. McDonad 4 A Wdl | would suggest that they're a
5 thenin 2015 so far, what have they beenin 5 continuation of items that have been
6 relation to? 6 occurring, certainly the outage related
7 MR. HENDERSON: 7 aspectsof it would be declining, but the
8 A. Sotherehas been still some element of the 8 other aspects of it, with respect to this
9 coordination activities of the--that reporting 9 transition to operations, that’s going to be a
10 and everything that has been happening from 10 much more--it' s going to become more and more
11 the outage inquiry, as well as the electricity 11 over the course of the next two to three years
12 system review and more happening with regard |12 as wemove intothe full operations. So
13 to the transition and operations’ aspect for 13 there's an element here of much more in one
14 Lower Churchill and the organizational impacts |14 areaand lessin another.
15 of that are more, much moreso in 2015 than 15 MR. COXWORTHY:
16 they would have been in 2014. 16 Q. Chair, | seeit’'s-
17 MR. COXWORTHY: 17 CHAIRMAN:
18 Q. Thoseinteractionswith Mr. McDonald on that 18 Q. You'reagood man.
19 point, the integration point, you’'ve aready 19 MR. COXWORTHY:
20 said, if | understand correctly, he doesn’t 20 Q. I’venot completed my questioning before you
21 attend these monthly meetings of the Hydro 21 say that, Mr. Chair, on this area or
22 leadership group, is that correct? 22 otherwise, but | certainly don’t think | would
23 MR. HENDERSON: 23 finishinany timethat would be reasonable
24 A. Yes. 24 for today.
25 MR. COXWORTHY: 25 CHAIRMAN:
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1 Q Sowe€lladjournand| think we're back with

2 you two weeks from -

3 MR. COXWORTHY:

4 Q. You'll beseeing me before that, Mr. Chair.

5 CHAIRMAN:

6 Q. Ohl know that.

7 MS. GLYNN:

8 Q. Weare--cost of service witnesses start on

9 Monday, so we do have two weeks allotted for
10 that and then aweek break, sounless we
11 finish cost of service earlier, thispanel is
12 finished for three weeks. Mr. Chair, | would
13 liketo ask the partiesif they could stick
14 around just for atwo-minute chat so make sure
15 that we're all ready for next week.
16 CHAIRMAN:

17 Q. All right then, we are adjourned.
18 Upon conclusion at 1:30 p.m.
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1 CERTIFICATE
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