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1 (9:07am.) 1 MS. RUSSELL:
2 MR. SCOTT PELLEY, MS. CARLA RUSSELL, MS. CAROL ANN LUTZ, 2 A A little bit further.
3 RESUME STAND 3 MR. O'BRIEN:
4 CHAIRMAN: 4 Q.Line23.
5 Q. So | understand, Mr. Cass, sit, you have some 5 MS. RUSSELL:
6 opening remarks. 6 A.Right. Sothepoint there where it mentions
7 MR.CASS: 7 the 138 million to the 144 million, so the
8 Q. Notso much opening remarks, Mr. Chair. | 8 144, those weren't apples to apples numbers.
9 understand that there was something that was 9 The 144 should be 141.8 and just to show the
10 misstated in earlier testimony that Ms. 10 difference, if we pull up Appendix Ato the
11 Russell wanted to correct, if she could be 11 cost deferral? Okay.
12 alowed to do that? 12 So if you come down, the first columnis
13 MS. RUSSELL: 13 our forecast and the second column is the test
14 A. ltwasjust there were two actual instances. 14 year. The difference, if you go down right to
15 One was on the -- and they were just numbers. 15 the bottom of that, is that the test year,
16 So from the November 16th testimony, and this 16 when you look at the line 34 and 35, the test
17 was, | think, with Mr. O’Brien. We were 17 year includes that those deferrals for the 1.2
18 talking about the Appendix A. So it’s on page 18 for the cbm and the 1.2 for the GRA arein the
19 218 of November 16th testimony. 19 138, so it’s netted off of that. The 144 does
20 MS. GRAY: 20 not assume -- does not have those deferralsin
21 Q. Yes, just one moment. 21 there. So you would have to remove the -- you
22 MS. RUSSELL: 22 would have to net off the 1.2 for the cbm and
23 A.Andit swherewewere speaking about -- Mr. 23 the GRA cost deferral to have an applesto
24 O'Brien said "and we know that by August, your 24 apples comparison up above and one is because
25 forecasting increased from 138 to 144". That 25 they’re included in the test year and then our
Page 2 Page 4
1 number -- they weren't -- those numbers 1 forecast, we don’t have those deferrals netted
2 weren't actually apples to apples. The number 2 off against the operating expenses.
3 for -- the correct number to the 144 would 3 So that was thefirst. The second one
4 have been -- should be 141.8 and the 4 was from yesterday and it was November 17th
5 difference isthe two deferrals that are down 5 testimony and it would have started on page
6 lower on line 34 and 35 of Appendix A. 6 191. Andthiswas line21 anditwas Mr.
7 O'REILLY, Q.C. 7 Johnson’ s question about the book equity for
8 Q. Excuse me, can we - 8 2014 looksto be5.19, and | believe inthe
9 MS.GLYNN: 9 discussion yesterday -- and we can bring up
10 Q. Ms.Russdl, could wejust wait until the 10 the table which | believe is the Grant
11 document comes up, please? 11 Thornton table. Table 9, | believe.
12 MS. RUSSELL: 12 So | think yesterday in the discussion,
13 A. Sorry, yeah. 13 the 5.9 wasreferenced asbeing the number
14 O'REILLY, Q.C.: 14 with the 4.4 -- as being with 4.47 ROE and
15 Q. Yeah. wecan't get it up on the screen here. 15 that’ s what the return would be for 2014 and
16 MS. RUSSELL: 16 that’s not correct. That actually has the 8.8
17 A. Sure. 17 percent in that and that's what the
18 O'REILLY, Q.C.: 18 anticipated -- that’ s what the return was that
19 Q. Thank you. 19 included the 8.8 because the revenue
20 MS. RUSSELL: 20 deficiency deferral isbooked in there. So if
21  A.Sothisis thereference. So thereference 21 you removed the 8.8 from that, it would be --
22 was line 23 on page 217. 22 it would have been aminus 1.47 return on book
23 MS. GLYNN: 23 equity.
24 Q. We have to go down alittle bit further there, 24 So those were the only two clarifications
25 Ms. Gray. 25 | just wanted to make.
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1 MR.CASS: 1 progressat December 31st, 2015, there’sno
2 Q. Thank you. 2 impact on rate base." So that’s understood.
3 CHAIRMAN: 3 But if we could just go back to the quote
4 Q. You arefinished, sir? 4 there at lines 24 to 26, "with the exception
5 MR. CASS: 5 of the forecast underspend for the Labrador
6 Q. Yes, thank you. 6 West transmission line project, Hydro has
7 CHAIRMAN: 7 planned and expects to achieve its forecasted
8 Q.| believe, Mr. Johnson, we are back to you. 8 2015 capital expenditure within a variance
9 CROSS-EXAMINATION BY THOMAS JOHNSON, Q.C. (CONT’D) 9 that is consistent with the level of
10 JOHNSON, Q.C.: 10 estimates.” Now just aclarification on that.
11 Q. Thank you, sir. Good morning, ladies and 11 Is Hydro now -- is there aforecast now asto
12 gentleman. 12 where Hydro expectsto be inrelation to its
13 MS.LUTZ: 13 2015 capital expenditures?
14  A. Good morning. 14 (9:15am.)
15 MS. RUSSELL: 15 MS.LUTZ:
16  A. Good morning. 16  A.Yes, thereis.
17 MR. PELLEY: 17 JOHNSON, Q.C.:
18  A. Good morning. 18 Q. Okay. And ascompared to 119.6 million, where
19 JOHNSON, Q.C.: 19 isthat forecast?
20 Q. Yesterday, Ms. Lutz, we were having a 20 MS.LUTZ:
21 discussion in connection with the site service 21 A. AndI’m going to go by my memory here, from my
22 administrator that you had indicated was found 22 day-to-day work activities. So | believe the
23 in theregions that would have arole in 23 forecast for cAPEX right now is 132.1
24 relation to cost control. Do you recall that? 24 JOHNSON, Q.C.:
25 MS.LUTZ: 25 Q. Sooverspending?
Page 6 Page 8
1 A Yes 1 MS.LUTZ:
2 JOHNSON, Q.C.: 2 A It's --I'm not sure that’s an apples to
3 Q.| wonder if you could undertake to provide the 3 apples comparison. When this RFI was answered
4 job description of that particular role? 4 that this wasthe forecast expenditure for
5 MS. LUTZ: 5 2015. In 2015 actual, we had some projects
6 A Yes 6 that were carried forward from 2014 that were
7 JOHNSON, Q.C.: 7 not complete, so therefore -- and those were
8 Q. Thank you. 8 projectsthat were approved already by the
9 MS.GLYNN: 9 Board and so the total planned spend,
10 Q. Noted on the record. 10 including carry oversfor 2015, excluding the
11 JOHNSON, Q.C.: 1 Labrador West line, is about 144 million.
12 Q. If we could turn to the Grant Thornton 12 JOHNSON, Q.C.:
13 financial consultantsreport at page 114? 13 Q. Okay. Could we have an applesto apples of
14 This is in connection with capita 14 comparing the 119.6 that was forecast for 2015
15 expenditures. And at line 21, it indicates 15 --and | take it 119. -- yeah, an applesto
16 that "Hydro indicated in its response to CA- 16 apples of wherewe are, what'sthe present
17 NLH-326 that the forecast expenditures for 17 forecast for 2015 as compared to that 119.6.
18 2015 of 119.6 million are lower than budgeted 18 MS. LUTZ:
19 expenditures of 282.1 million due to work on 19  A.Inrelation to theinformation that’sin the
20 the Labrador West transmission line being 20 test year?
21 suspended until Alderon completes the 21 JOHNSON, Q.C.:
22 financing plan for the Kami Mine." And then 22 Q. Right.
23 asweseeon line 27 for amoment, it states 23 MS.LUTZ:
24 "as the Labrador West transmission line 24 A. Sure.
25 project is forecast to be included in work in 25 JOHNSON, Q.C.:
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1 Q. Right. Andif therewere to bean amount 1 there be -- can you think of areason why it
2 lower than the 119.6 isfound out by that 2 would not be appropriate to make an adjustment
3 undertaking reply, would Hydro be intending to 3 to the test year rate base?
4 make any adjustment to the rate base in the 4 MS.LUTZ:
5 test year on account of that? 5 A.Theplanned level of expenditures that were
6 MS.LUTZ: 6 forecasted to be included in the test year are
7 A.Wdl, no, but the -- asindicated here, the 7 expected numbers and those assets are expected
8 test -- the rate baseis not impacted by the 8 to be inservice and we believe that those
9 planned cAPEX related to the Lab West project. 9 would be in service for 2016 and would be
10 JOHNSON, Q.C.: 10 appropriate for rate setting purposes.
11 Q.| understand that. 11 JOHNSON, Q.C.:
12 MS.LUTZ: 12 Q. For 20157
13 A. Okay. 13 MS. LUTZ:
14 JOHNSON, Q.C.: 14 A. For setting rates.
15 Q. But how about if the forecast expenditures for 15 JOHNSON, Q.C.:
16 2015 comein at lessthan 119.6 in this apples 16 Q. Yeah. When Mr. Henderson was on the stand in
17 to apples comparison that we're talking about? 17 September, September 24th -- | just look back
18 MS. LUTZ: 18 on it now with nostalgia.
19 A.'140r’15? 19 CHAIRMAN:
20 JOHNSON, Q.C.: 20 Q.| can't remember.
21 Q.’15, sorry. 21 JOHNSON, Q.C.:
22 MS.LUTZ: 22 Q. Anyway, it was ahappy memory, | guess. We
23 A. No, we had not planned to adjust our test year 23 had a discussion regarding travel costs and he
24 for rate setting purposes. However, we had 24 indicated that | could bring it up with your
25 made an adjustment for the CT and so on, which 25 panel, and what | had put to him was based
Page 10 Page 12
1 we have indicated in our application, in our 1 uponwhat | was seeingin Table 57 of the
2 cost deferral application for the purposes of 2 Grant Thornton report at page 61, if we could
3 setting for the 2015 costs. 3 bring that up? Table57. Wasit 57 or 377
4 JOHNSON, Q.C.: 4 37, sorry, can’'t read my writing. Well, no, |
5 Q.So if you underspent relative to the 5 think it's at page -- no, it’s page 61 of the
6 forecasted expenditure for 2015 of 119.6, you 6 Grant Thornton report. Sorry about that.
7 would not be intending to make an adjustment 7 So if we have travel, we seein actuals
8 to rate base in the test year for 2015? 8 under travel for 2014, 3.2 million, and then
9 MS.LUTZ: 9 we seea forecastin 2015 of 3.7 million
10 A.l wouldhave to -- I'd liketo get the 10 dollars. And he had indicated when he
11 information in the undertaking and confirm 11 testified that there had beenincrease in
12 that, if that’s okay. 12 travel, the cost of travel in terms of
13 JOHNSON, Q.C.: 13 airfares and that sort of thing that was
14 Q. Soyou'd also confirm Hydro’s position on that 14 contributing to that extraamount. Can you
15 point in an undertaking? 15 shed light on what the substantiation isfor
16 MS.LUTZ: 16 that?
17  A.Yes 17 MS.LUTZ:
18 JOHNSON, Q.C.: 18  A.Yes, just give me asecond.
19 Q. Okay. 19 JOHNSON, Q.C.:
20 MS. GLYNN: 20 Q. Sure, yeah, absolutely.
21 Q. Theundertaking is noted on the record. 21 MS.LUTZ:
22 JOHNSON, Q.C.: 22 A. Sowithin that category of expense, there'sa
23 Q.Letme just ask you, if indeed the present 23 couple of things included. One would be
24 forecast for capital expendituresin 2015 were 24 travel expenses, conference costs and
25 to be less than that number, why wouldn’t 25 relocation expenses. So | did look back to
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1 find out thevariance. So the variance 1 to get that information.
2 related to -- there was about 500,000 lessin 2 JOHNSON, Q.C.:
3 travel and it was due to reasons ranging from 3 Q. Okay. If you could provide the explanation
4 vacancies to changesin work scope and there 4 for that full 700,000 increase?
5 was some changein relocation, so that wasa 5 MS. LUTZ:
6 net change. So, essentialy thelevel of 6 A. Sure
7 travel that was put forward was reflective of 7 JOHNSON, Q.C.:
8 the number of people that were involved and 8 Q. Okay.
9 the anticipated activity. However, the lower 9 MS. GLYNN:
10 amounts will reflect -- were impacted by 10 Q. Noted on the record.
1 vacancies, as | mentioned, and also changesin 11 JOHNSON, Q.C.:
12 work scope, whether they completed work inthe |12 Q. The GRA costs, if | could ask you to turn to
13 same manner or if it was capital work they 13 Table2.7 of the evidence? Andwesee in
14 completed and so on. 14 Table 2.7 that GRA and Board related costsin
15 JOHNSON, Q.C.: 15 the 2014 test year is 3.5 million and then
16 Q. Sothe relocation that you're referring to, 16 there' safurther 2.3 million in the 2015 test
17 just can you elaborate onthat, relocation 17 year. Seethat?
18 expenses? 18 MS.LUTZ:
19 MS.LUTZ: 19 A.Yes, | seethat.
20 A.That would be costs associated with people 20 JOHNSON, Q.C.:
21 moving from one location to another. 21 Q. Okay. And Mr. Henderson indicated | could ask
22 JOHNSON, Q.C.: 22 your panel about this. The question | would
23 Q. Within Hydro? So getting like transferred 23 haveis what amount of that 2014 test year
24 from St.John’s to Bishops or something like 24 figure of 3.5 millionisin relation tothe
25 that? 25 original GRA versus the amended GRA? Can that
Page 14 Page 16
1 MS.LUTZ: 1 be provided?
2 A.l don't have the particularson what the 2 MS. LUTZ:
3 specific relocation expenses related to. 3 A.I'm notsure | could provide a breakdown
4 JOHNSON, Q.C.: 4 between the original GRA and the amended GRA,
5 Q.No. 5 but I can provide information in terms of the
6 MS.LUTZ: 6 expenses that we recorded were the anticipated
7 A.ldon't know what areas it was. 7 expenses and we ultimately did record in 2014
8 JOHNSON, Q.C.: 8 related to the external hearing related costs.
9 Q. Okay. Andif weturnto Undertaking 55 for a 9 JOHNSON, Q.C.:
10 moment and in particular, Attachment 2, page 10 Q. Sothe 2014 test year forecast, that would be
11 one? And if | could just bring your attention 11 inclusive of everything Hydro thought wasto
12 to -- thisis 2015 forecast versus 2015 test 12 be expended on both the amended and the
13 year and down under travel, we see that the 13 original application? Is that how that
14 test year had 3.7 million in it and we see the 14 worked?
15 actuals forecast in the left-hand column, 15 MS.LUTZ:
16 actuals to August 2015 forecast, are 3. 9 16 A. 20147
17 million. So we're up $700,000 in terms of an 17 JOHNSON, Q.C.:
18 actua amount from 2014 actuals to 2015 18 Q.Yes
19 actualsforecast. It seems to be afairly 19 MS. LUTZ:
20 significant increase in that expense category, 20 A.2014 wasour -- it wasn’t -- we also had costs
21 but there's no explanation for the variance 21 in 2015 test year of course.
22 there. What's the explanation for that 22 JOHNSON, Q.C.:
23 variance, do you know? 23 Q. Right.
24 MS.LUTZ: 24 MS.LUTZ:
25 A.l don't havetheinformation here. I'd have 25  A. Related to the whole application.
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1 JOHNSON, Q.C.: 1 estimate at the time and we had noted that if
2 Q. Yeah, yeah. Sointermsof the 2014 test year 2 it was significantly different or if it was
3 cogt, that would be -- that 3.5 million amount 3 different that we would apply to adjust it if
4 isinclusive of both the original -- what was 4 necessary.
5 anticipated to be filed on the -- spent on the 5 JOHNSON, Q.C.:
6 original GRA and the amended GRA? Isthat 6 Q.| guesswhat I’'mtryingtoget atisthat it
7 right? 7 seems to me that we had gotten up to around
8 MS.LUTZ: 8 June of 2004 and then the brakes were put on,
9 A.Notinclusive -- I'mnot -- can you repeat 9 right -- or Juneof 2014, sorry, and the
10 your question? 10 brakes were put on, and I’ m just trying to get
11 JOHNSON, Q.C.: 11 asense of towhat degree, you know, there
12 Q. Certainly. We seein thetest year for 2014, 12 might be some duplication of costs put in the
13 there' sthree and a half million dollars there 13 2014 test year on account of the fact that we
14 that falls under the category of GRA and Board 14 -- now we're on two processes there, right.
15 related costs. 15 Do you catch where I’m going on that?
16 MS.LUTZ: 16 MS.LUTZ:
17 A.Yes 17 A.lthink I follow your comment.
18 JOHNSON, Q.C.: 18 JOHNSON, Q.C.:
19 Q. Andwhat I’'mtrying to get a handleonisto 19 Q. Yeah
20 what degreeisthat -- or what proportion of 20 MS.LUTZ:
21 the 3.5 has to do with the amended application 21 A.l think we have some -- you had some
22 versus the original application? Isthat even 22 information on the GRA and -
23 afair question? 23 MS. RUSSELL:
24 MS. LUTZ: 24 A. Sothe costsfor 2014 wouldn’t include any
25 A.lcan't --1 wouldn't say it'snot a fair 25 costsfor '15. Soif you rewondering if
Page 18 Page 20
1 question, but I'm not surel can make the 1 there's’15 costs in'14, thereisn’'t. The
2 straight distinction between amended 2 2014 GRA and Board related costswould be
3 application and origina application because 3 relating to the costs that we anticipated to
4 the costs -- there' s a couple of combinations 4 incur in that year.
5 of costsin here. One of the costs related to 5 JOHNSON, Q.C.:
6 the hearing, the external costsrelated to 6 Q.Yes
7 this hearing, and so that amount in the test 7 MS. RUSSELL:
8 year was one million dollars, and also we had 8 A.In2014. Andthen as Ms. Lutz has discussed,
9 legal fees and consulting feesin relation to 9 then there’ sthe 2015 portion that’s inthe
10 the preparation for the GRA. So that’sthe 10 test year.
11 amount that we had in 2014. And perhapsit 11 JOHNSON, Q.C.:
12 might be -- if wetalk about 15, that might 12 Q. Right, okay. And you'resaying it's not
13 help clarify. 13 possibleto break downthe 2014 test year
14 JOHNSON, Q.C.: 14 number into what was in relation to the
15 Q. Go ahead, yeah. 15 original application versus amended?
16 MS.LUTZ: 16 MS. RUSSELL:
17 A.Soin 2015, we have-- we again have some 17 A.No,wedon't havethat. All the costs, they
18 costs related tolegal fees and external 18 al come inon-- it'snot done -- they’'re
19 consulting and we have the amortization, the 19 just GRA costs that comein. It's just for
20 anticipated amortization of Board hearing 20 the GRA. There' s no separation between that.
21 costs, but in 2015 we had assumed that -- our 21 (9:30am.)
22 assumption has been that the amount would be 22 MS.LUTZ:
23 one million dollars and that it would be 23 A.Can| also add, so some of the RFIs -- so this
24 deferred over threeyears. So we have an 24 whole process, asyou indicated, has been --
25 amortization of 333,000 and that was our 25 you know, we started and then we refiled. So
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1 we updated some of the RFIs, but a significant 1 Board. And again, if you go then back to page
2 number of those RFISweren't updated. So 2 11 of 24? Isthat page 11 of 24? Thereyou
3 those were till useful in termsof -- you 3 go. Andjust godown tolines 36to 41.
4 know, it was inrelationto this particular 4 Y eah.
5 process. 5 It stateshere "charges for externa
6 JOHNSON, Q.C.: 6 billings do incorporate a profit margin,
7 Q. Okay. Let meask you about cost allocation 7 according to Hydro, in 2010. Externd
8 for amoment. Mr. O’ Brien put to you and you 8 billings are based on markup of 57 percent on
9 had a bit of discussion yesterday regarding 9 wagerates. CF(L)cois 80 percent, fixed
10 this fully burdening issue and you had said 10 charge of $80 aday and a25 percent profit
11 that there was a -- you thought early analysis 11 margin." And so, | takeit thiswas the
12 showed a 70to $100,000 impact, and you 12 markup that was being -- was thisthe latest
13 provided an undertaking to provide, | guess, 13 markup that wasbeing charged to CF(L)co
14 the financial impact for 2014 and 2015, right? 14 before you stopped charging the markup? Is
15 And do | understand that that undertaking was 15 that the most up-to-date markup that was used
16 broad enough to cover as well HR and 16 by Hydro?
17 information services and health and safety as 17 MS.LUTZ:
18 well? 18  A. Could you just repeat that?
19 MS.LUTZ: 19 JOHNSON, Q.C.:
20 A.Theway | interpreted Mr. Rolph’s comment, he 20 Q. Certainly. When | read this, it would
21 was referring to the common services which he 21 indicate that Hydro used to charge CF(L)Co a
22 defined asHR, ISand Safety and Health. 22 markup along these lines of what we're seeing
23 JOHNSON, Q.C.: 23 herein lines 36 to 38. Isthat right?
24 Q. Okay. Sothat’swhat your undertaking will be 24 MS.LUTZ:
25 looking at, the three of those? 25  A.That'snot theway | read it, no.
Page 22 Page 24
1 MS.LUTZ: 1 JOHNSON, Q.C.:
2 A.Onthosethree, yes. 2 Q. No? Okay. How do you read it?
3 JOHNSON, Q.C.: 3 MS.LUTZ:
4 Q.Okay. As well, in relationto the cost 4  A.The first sentence to meis "charges for
5 alocation business, you undertook to 5 external billings do incorporate a profit
6 calculate a markup with respect to transacting 6 margin" and it'sexternal to any of the
7 with CF(L)co for 2014 and 2015 test years. 7 related parties. Soit would beif, asan
8 MS.LUTZ: 8 example, if Hydrowasgoing to do work for
9 A Yes 9 Newfoundland Power or Aliant to put polesin,
10 JOHNSON, Q.C.: 10 for instance. 1t would be an external type of
11 Q. Andwhat markup are you going to apply in 11 billing.
12 answering that undertaking? 12 JOHNSON, Q.C.:
13 MS.LUTZ: 13 Q. Okay.
14  A. |l would have looked at the information that 14 MS.LUTZ:
15 Mr. Rolph had suggested at what would be an 15 A.Sothenitgoesontosay thatif wewereto
16 appropriate markup, which | believe he saysis 16 conduct that work, the charges for labour, for
17 two to five percent. 17 the people, would be -- for Hydro people would
18 JOHNSON, Q.C.: 18 be -- or any Nalcor person would be marked up
19 Q.| see okay. Now could I turn your attention 19 by 1.57 and anyone from cFwould be 1.8, in
20 to NP-NLH-197, Attachment 1? Yeah. And if we 20 addition to afixed charge. And then it goes
21 could just scroll back up to see the cover 21 on to say that any current agreements -- if we
22 page on this document so we get a description 22 had an agreement with a customer aready and
23 of it for therecord, Ms. Gray? Yeah. This 23 it was adifferent amount in there, then that
24 isGrant Thornton's review of intercompany 24 would be grandfathered into this.
25 transactions, '08to 2010, filed with the 25 JOHNSON, Q.C.:
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1 Qlsee Sojust togo back then, so the 1 Q. Noted on the record.
2 undertaking that you' Il be providing will be 2 JOHNSON, Q.C.:
3 based on that very, very modest markup as was 3 Q. Ms. Lutz, again, you were asked by Mr. O’'Brien
4 referenced in Mr. Rolph’s report? 4 whether you were involved with establishing
5 MS.LUTZ: 5 the intercompany guidelines and you said that
6 A. Wdl, that'stheway | -- we were referencing 6 you had participated in that, and what was
7 the comments that Mr. Rolph had made, so that 7 your involvement in the establishment of these
8 was - 8 intercompany guidelines?
9 JOHNSON, Q.C.: 9 MS.LUTZ:
10 Q.| understand, okay. Could we have you also 10 A.So,as| mentioned, | joined Nalcor inlate
11 provide an undertaking to providea markup 11 2007. So we undertook this processin 2008.
12 such as we see that would apply to an external 12 | was relatively new to the company, so |
13 billing, in the case of CF(L)co? CF(L)co has 13 participated by doing some calculations and
14 an outsideinterest involved withit, the 14 support as required to help design what those
15 Province of Quebec, right? 15 guidelines were.
16 MS.LUTZ: 16 JOHNSON, Q.C.:
17  A. That'scorrect. 17 Q. Okay. Who led this effort at Nalcor?
18 JOHNSON, Q.C.: 18 MS.LUTZ:
19 Q. Right. So could we have an undertaking asto 19 A. It wasthe corporate controller at the time.
20 what the impact would be for the 2014 and 2015 20 JOHNSON, Q.C.:
21 test year if markup asused for external 21 Q. Who wasthat?
22 purposes like described here was used? 22 MS.LUTZ:
23 MS.LUTZ: 23 A.ltwasMr. Glenn Mitchell.
24  A.| could do the calculation, but we would have 24 JOHNSON, Q.C.:
25 to-- I would haveto go back and check any 25 Q. And wasthisa process that was underway when
Page 26 Page 28
1 agreements, any legal documentsthat we may 1 you started in 08 or was it started after you
2 have in place with CF. 2 got there?
3 JOHNSON, Q.C.: 3 MS.LUTZ:
4 Q. Well, what we'relooking for isthe financial 4 A Actualy | can't say for certain. | can't.
5 impact of the number. 5 JOHNSON, Q.C.:
6 MS.LUTZ: 6 Q. Okay. In anyevent, let me bringyou to
7 A.lcancaculateit. 7 Undertaking 53 and in particular, this is
8 JOHNSON, Q.C.: 8 Newfoundland Power’ s inter-affiliate code of
9 Q. Yeah 9 conduct dated May 2011 and if I could just
10 MS. LUTZ: 10 draw your attentionto Section 3 of the
11 A.Butl would just liketo say that whether or 11 document and Roman numeral four. This sets
12 not that -- we'd have to check the lega 12 out in this section the underlying principles.
13 agreements aswell, and it indicatesit here 13 The code should be interpreted and applied in
14 that any other agreements would be 14 accordance with these principles. Number four
15 grandfathered. 15 is"with regard to the provision of staff and
16 JOHNSON, Q.C.: 16 other services to affiliates, benefits should
17 Q. Okay. Andwell, maybe afurther undertaking 17 be transparent, demonstrable and maximized to
18 thenis to advise usas towhat agreement 18 the advantage of rate payers." And were you
19 might be in placethat would bear upon the 19 aware of this document back when Hydro or
20 ability to charge that markup. 20 Nalcor was doing its work on these
21 MS.LUTZ: 21 intercompany transactions?
22 A. Sure. 22 MS.LUTZ:
23 JOHNSON, Q.C.: 23 A.Back in 20087
24 Q. Okay. 24 JOHNSON, Q.C.:
25 MS. GLYNN: 25 Q. Wadll, thisisfrom 11, but | guess you'd been
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1 involved with -- you were aware of this 1 did not assesswhether rate payers derived
2 document prior to this case, | take it? 2 demonstrable benefit from Nalcor's
3 MS.LUTZ: 3 intercompany transactions, correct?
4 A.Yes | am. 4 MS.LUTZ:
5 JOHNSON, Q.C.: 5 A. They did not assess that, no.
6 Q. Okay. And in fairness, these principles were 6 JOHNSON, Q.C.:
7 borne out of an earlier order that affected 7 Q. That's right. And nor Nalcor didn't ask
8 Newfoundland Power from 2003, right? 8 Deloitte to assess it either, right?
9 MS.LUTZ: 9 MS.LUTZ:
10 A.Yes 10  A. That'scorrect.
11 JOHNSON, Q.C.: 11 JOHNSON, Q.C.:
12 Q.Okay. AndP.U. 19in 2003. Sothat was 12 Q. Right. And when Deloitte was retained to do
13 understood by you back in’08? 13 thiswork, Nalcor would have been fully aware
14 MS. LUTZ: 14 of the Board's order that we just discussed
15  A. Not back in’08, but since that time, yes. 15 pertaining to Newfoundland Power, right? Is
16 JOHNSON, Q.C.: 16 that right?
17 Q. Sincethat time, okay. When did you become 17 MS.LUTZ:
18 aware of theprinciples in P.U. 19 (2003)? 18 A.Yes
19 Can you recall? 19 JOHNSON, Q.C.:
20 MS.LUTZ: 20 Q. Yeah,okay. And Deloitte wasnot asked to
21 A.No. 21 consider the principles governing intercompany
22 JOHNSON, Q.C.: 22 transaction as had been set down in that order
23 Q.No? 23 number P.U.19 (2003)? Isthat right?
24 MS.LUTZ: 24 MS.LUTZ:
25 A.lcan't. 25  A.Yes.
Page 30 Page 32
1 JOHNSON, Q.C.: 1 JOHNSON, Q.C.:
2 Q. No, okay. 2 Q. Okay. Now you're awarethat Newfoundiand
3 MS.LUTZ: 3 Power charges a markup when it provides
4 A. Not specifically. 4 services to affiliates in the Fortis Group of
5 JOHNSON, Q.C.: 5 Companies? You're aware of that?
6 Q. Okay. So the principlesthat we see expressed 6 MS.LUTZ:
7 there, and particularly that one that | just 7  A.From this document, it outlines certain
8 brought your attention to, that mandate that 8 services and certain services where thereis -
9 the utility -- that the transactions will not 9 - it sdone at cost.
10 disadvantage and furthermore that rate payers 10 JOHNSON, Q.C.:
11 inthe utility will derive some demonstrable 11 Q. Right, and in terms of the Nalcor’s -- certain
12 benefit and there’ s talk about maximization in 12 of Nalcor’s companies, for instance, and just
13 the next clause. Arethese principles that 13 take one, the aspects dealing with oil and gas
14 you would agree with? 14 that Nalcor has an involvement with.
15 MS.LUTZ: 15 MS.LUTZ:
16 A.Yes, | do agree with those principles. 16 A.Yes
17 JOHNSON, Q.C.: 17 JOHNSON, Q.C.:
18 Q. Right. And when Nalcor had Deloitte review 18 Q.| takeit theseare in the profit making
19 itsmodel and its processes -- because you 19 business?
20 went through that review process with Deloitte 20 MS.LUTZ:
21 or Nalcor did? Isthat right? 21 A.Yes.
22 MS.LUTZ: 22 JOHNSON, Q.C.:
23 A.Yes. 23 Q. Right, and when, for instance, oil and gas at
24 JOHNSON, Q.C.: 24 Nalcor obtains services for outside sources, |
25 Q. Right, and my understanding isthat Deloitte 25 take it you would agree with me that the rates
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1 they pay to these outside sources, they would 1 entities because it’s designed to facilitate
2 include a profit margin, right? 2 the sharing of resources, given that we are a
3 MS.LUTZ: 3 shared service organization.
4 A. Couldyou just repeat that? 4 (9:45am.)
5 JOHNSON, Q.C.: 5 JOHNSON, Q.C.:
6 Q. When oil and gas, for instance, at Nalcor goes 6 Q. Andthisis in--thisis referencing again
7 out to athird party to get servicesthat it 7 the Deloitte report, which as we've
8 needs to conduct its business, it paysrates 8 acknowledged did notlook at whether the
9 that reflect aprofit by those third party 9 benefits were demonstrable or whether they
10 providers? Isthat right? 10 were being maximized to the benefit of the
11 MS.LUTZ: 11 rate payer.
12 A. | don’t have direct information on what Nalcor 12 MS.LUTZ:
13 oil and gas - 13  A.ltdidn’t look at that, butit did outline
14 JOHNSON, Q.C.: 14 that the processisfair and reasonable and in
15 Q. Butif they go out to the market toanarm’s 15 line with other utilities. In terms of
16 length supplier of services, it would be 16 whether or not there have been benefits, the
17 normal that they would expect to pay a markup 17 administration fee -- so we've been ableto
18 on those services? 18 share the cost of providing services with the
19 MS. LUTZ: 19 other linesof business. It's Hydro office
20 A.l would assume so. 20 space and Isservices and soon. So inthe
21 JOHNSON, Q.C.: 21 test year, | believeit's 5.7 million dollars
22 Q. Yeah. Andin terms of the Hydro not charging 22 that we have. Andin terms, yesterday we
23 amarkup -- because | take it amarkup would 23 spoke about the staff that had transferred to
24 have the potential of maximizing arate payer 24 Nalcor and are sharing services. So, we don’t
25 benefit, would you not agree? 25 have -- Mr. Pelley would be an example. We
Page 34 Page 36
1 MS.LUTZ: 1 don't -- Hydro doesn’t have a dedicated 100
2 A.The way that we do the intercompany 2 percent full-time treasurer, but we are able
3 transactions, we have provided some evidence 3 todraw onthe services of Mr. Pelley, for
4 that shows there has been a demonstrable 4 instance, asrequired. So thereforethere's
5 benefit and | guess what I’ m saying, a markup 5 an inherent benefit by having the services
6 is not the only way that there can be 6 available, but not having to provide -- pay
7 benefits. 7 the cost of having someone full time. That's
8 JOHNSON, Q.C.: 8 ademonstrable benefit.
9 Q And interms of the markup, | guess why 9 JOHNSON, Q.C.:
10 wouldn’t -- if Hydro personnel is providing 10 Q. Sointhe case now of say CF(L)Co, which has a
11 services to entities, some of which are 11 private interest involvement or an outside
12 obviously involved in profit oriented 12 interest involvement, do you see the rationale
13 activities, why wouldn’t there be a markup? 13 for amarkup there, that that would make
14 MS.LUTZ: 14 sense?
15  A. | believe we -- there was an RFI asked by you, 15 MS. LUTZ:
16 CA-082, which explains why we -- that was our 16 A.Dol seearationalefor charging CF(L)Co?
17 response. Jenny, if you could bring that up? 17 JOHNSON, Q.C.:
18 JOHNSON, Q.C.: 18 Q. Yeah
19 Q. Okay, sure. 19 MS.LUTZ:
20 MS.LUTZ: 20 A.lIt'sa smilar situation. Asit mentions
21 A.Oh, 083, sorry. So one of the primary 21 here, we are designed -- we do have shared
22 differences from Hydro, in terms of Nalcor, we 22 servicesand it isdesigned to optimize the
23 are-- we'renot astand-alone utility and 23 sharing of the resources. So the rates are
24 we're sharing resources. Sowe are-- we 24 the same across the entities and it
25 don’'t charge a profit on the services between 25 facilitates just the efficient useof the
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1 resources. 1 CHAIRMAN:
2 JOHNSON, Q.C.: 2 Q. Mr. Coxworthy, sir.
3 Q. Yeah, but | guesswhat I’'m focusing on now is 3 CROSS-EXAMINATION BY MR. PAUL COXWORTHY
4 Mr. Rolph’s report. 1t seemed to be what he 4 MR. COXWORTHY:
5 was saying is that where there was a private 5 Q. Thank you, Mr. Chair. Good morning, Mr.
6 or outside interest involved, you'd look at 6 Pelley, Ms. Russell, Ms. Lutz.
7 doing amarkup and | think cr(L)co would fit 7 MR. PELLEY:
8 that definition. Isthat right? 8 A. Good morning.
9 MS.LUTZ: 9 MS.LUTZ:
10 A.ltcould. 10 A. Good morning.
11 JOHNSON, Q.C.: 11 MS. RUSSELL:
12  Q.Yeah 12 A. Good morning.
13 MS.LUTZ: 13 MR. COXWORTHY:
14 A. We had an undertaking to look at that. 14 Q.| just want to cover some of the ground that
15 JOHNSON, Q.C.: 15 has been previoudy answered by you, in terms
16 Q. Right. And so, | guess would you accept Mr. 16 of how long you’ ve been with Nalcor or Hydro
17 Rolph’s view of the world that a markup would 17 and the positionsyou’'ve beenin. There's
18 be -- would make sense in that context? 18 been some evidence about that, but | just want
19 MS. LUTZ: 19 to clarify afew things. So perhaps| could
20 A.l accept that it'soneway to doit. It's not 20 start with you, Mr. Pelley.
21 necessarily the only way it could be done. 21 MR.PELLEY:
22 JOHNSON, Q.C.: 22 A. Sure.
23 Q.Okay. But you're not saying it's 23 MR. COXWORTHY:
24 unreasonabl e? 24  Q.You've been the corporate treasurer with
25 MS. LUTZ: 25 Nalcor Energy, aswell as Newfoundland and
Page 38 Page 40
1 A.I'm not saying it's reasonable or 1 Labrador Hydro?
2 unreasonable, no. 2 MR. PELLEY:
3 JOHNSON, Q.C.: 3 A.Yes
4 Q. Okay. And so, if you're not saying that it's 4 MR. COXWORTHY:
5 unreasonable or reasonable, I'm just trying to 5 Q.How long have you been the corporate
6 get a sense of why there would be a 6 controller for Nalcor?
7 distinction drawn with other pieces of Nalcor 7 MR. PELLEY:
8 that are in profit, for instance, why they 8 A. Corporate treasurer.
9 would not be charged a markup likewise. What 9 MR. COXWORTHY:
10 would be the distinction between CF(L)co and 10 Q. I’'msorry, treasurer.
11 these other entities that arein the profit 11 MR. PELLEY:
12 business? 12 A.That'snot arolel want.
13 MS.LUTZ: 13 MR. COXWORTHY:
14 A.Weéll, | need to go back to the structure of 14 Q. I'll try and keep them straight.
15 Nalcor and the entities. So thereis -- there 15 MR. PELLEY:
16 are shared services between a number of 16  A. Since 2013, so approximately two years.
17 entities that are within the Nalcor group and 17 MR. COXWORTHY:
18 the way the intercompany transaction process 18 Q.Okay. And haveyou also then been the
19 has been established is that the rates are the 19 corporate treasurer for Newfoundland and
20 same and is designed to facilitate the sharing 20 Labrador Hydro for that same period?
21 of the resources. So we're not a stand-alone 21 MR.PELLEY:
22 utility. 22 A. Correct, yes.
23 JOHNSON, Q.C.: 23 MR. COXWORTHY:
24 Q. Okay. I think that those are my questions for 24 Q.Okay. Soit'sadual appointment?
25 the panel. Thank you. 25 MR. PELLEY:
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1  A.Yes, insofar as that I'm an officer of 1 A.ldo,yes
2 Newfoundland and Labrador Hydro ascorporate | 2 MR. COXWORTHY:
3 treasurer, yes. 3 Q. Directly?
4 MR. COXWORTHY: 4 MS. RUSSELL:
5 Q.And areyou -- you're considered tobe a 5 A.lreportdirectly toMr. Sturgewith adual
6 Nalcor employee though as opposed to Hydro 6 reporting relationship to -- well, | did, at
7 employee? 7 the time, okay, so it’s changed now, so now |
8 MR. PELLEY: 8 report directly to Mr. Maclsaac.
9 A.Yes, that'scorrect. 9 MR. COXWORTHY:
10 MR. COXWORTHY: 10 Q. Sure. Butprior to Mr. Maclsaac become
11 Q. Andyou report to Mr. Sturgein that position? 11 president of Hydro -
12 MR. PELLEY: 12 MS. RUSSELL:
13 A. Ultimately, yes, but | reportto Mr. Sturge 13 A Yes
14 through a general manager. That would be the 14 MR. COXWORTHY:
15 general manager of commercial and treasury and |15 Q. - your direct reporting line would have been
16 risk. 16 to Mr. Sturge?
17 MR. COXWORTHY: 17 MS. RUSSELL:
18 Q. Sure. And prior to 2013, what position did 18  A.Yes, and adual reporting relationship to Mr.
19 you hold with Nalcor or with Hydro? 19 Henderson.
20 MR. PELLEY: 20 MR. COXWORTHY:
21 A.| was theassistant treasurer for Nalcor 21 Q. Sure. The dotted linereporting that we've
22 Energy. 22 been talking about.
23 MR. COXWORTHY: 23 MS. RUSSELL:
24  Q.And Ms. Russdl, from your evidence on 24  A. Correct.
25 November 16th, | understand that you have been |25 MR. COXWORTHY:
Page 42 Page 44
1 in your current position since January 2014? 1 Q. AndMs. Lutz, you've been in the position of
2 MS, RUSSELL: 2 divisional controller with Nalcor since 20117?
3 A Correct. 3 MS. LUTZ:
4 MR. COXWORTHY: 4 A.No.
5 Q. And prior to that, you were manager of rates 5 MR. COXWORTHY:
6 and regulatory for approximately one year? 6 Q. Or corporate controller, I'm sorry.
7 MS. RUSSELL: 7 MS.LUTZ:
8 A.Correct. 8 A.lwasthe corporate controller from 2011 to
9 MR. COXWORTHY: 9 2014, so last July I moved over as a
10 Q. Sodid that start in January 2013? 10 divisional controller of Hydro.
11 MS. RUSSELL: 11 MR. COXWORTHY:
12 A.Yeah, | think it was December, January, yes. 12 Q. Thank you. And your reporting lines to Mr.
13 MR. COXWORTHY: 13 Sturge, isit direct to Mr. Sturgeor isit
14 Q. And that’'sthe position now that’s held by Mr. 14 through -
15 Fagan? 15 MS.LUTZ:
16 MS. RUSSELL: 16 A.It'sthrough Ms. Russell.
17 A. Correct. 17 MR. COXWORTHY:
18 MR. COXWORTHY: 18 Q. Through Ms. Russell, and has that always been
19 Q. Hasthere been any changeinthat position 19 the case?
20 since Mr. Fagan in terms of responsibilities? 20 MS.LUTZ:
21 MS. RUSSELL: 21 A.Sincel’vebeeninthisrole.
22 A.No. 22 MR. COXWORTHY:
23 MR. COXWORTHY: 23 Q. Intheroleof divisional controller?
24 Q. And do you report to Mr. Sturge? 24 MS. LUTZ:
25 MS. RUSSELL: 25  A.Yes.
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1 MR. COXWORTHY: 1 Q. Okay. Andsoyou didn'tread, | think you
2 Q. Okay. How about prior to that when you were 2 were indicating, the Order in Council, or you
3 corporate controller? 3 weren't given acopy of it toread at the
4 MS.LUTZ: 4 time, butyou say youwere familiar from
5 A.No, | reported at that timeto the general 5 discussions. What did you understand from
6 manager of corporate services. 6 those discussionsin 2013 about what this
7 MR. COXWORTHY: 7 Order in Council was supposed to do?
8 Q. Within Nalcor? 8 MR. PELLEY:
9 MS.LUTZ: 9 A.lcan'trecal specificaly.
10 A.Yes 10 MR. COXWORTHY:
11 MR. COXWORTHY: 11 Q. Did you understand that it directed Hydro to
12 Q. Okay. And that person then would report to 12 file a GRA based on a 2013 test year?
13 Mr. Sturge? Isthat correct? 13 MR. PELLEY:
14 MS.LUTZ: 14  A.lcan'trecal.
15  A. That'scorrect. 15 MR. COXWORTHY:
16 MR. COXWORTHY: 16 Q. Sodo you recall any discussionsin 2013 about
17 Q. Thank you. You'refamiliar, and | would note 17 Hydro preparing to file a genera rate
18 that Ms. Russell directed usto NP-NLH-369 18 application?
19 with the Ordersin Council that were issued in 19 MR. PELLEY:
20 2013 to Hydro in relation to the allocation of 20 A.What | would say iswhile | don’t specificaly
21 the load variation surplus. If we can turn to 21 recall participating in any discussions,
22 NP-NLH-369 perhaps? And the specific Order in 22 decisions around filing of aGRA and timing
23 Council | want to direct you to isthere. | 23 and so forth wouldn't fall within the scope of
24 think we passed it. It'sin the body of the 24 what | do.
25 response as opposed to an attachment or it may 25 MR. COXWORTHY:
Page 46 Page 48
1 be an attachment aswell, but it’s excerpted 1 Q. Would or wouldn't, I'm sorry?
2 inthe body. Sorry, I’'m not able to give you 2 MR. PELLEY:
3 the exact page. | know it’ sthere though. If 3 A. Sorry, wouldn’'t fall within the scope of what
4 we could scroll up abit more, Ms. Gray? Yes, 4 | touch on a day-to-day basis, for lack of a
5 we'regetting intoit. Yes, thereit is. 5 better word.
6 Thank you. 6 MR. COXWORTHY:
7 So thisis 0C2013-089. It wasissued in 7 Q.Sowhen --and | guess I’'mlooking at the
8 April of 2013. So I'll just give you a chance 8 evidence you gave on November 16th, 2015. |
9 tolook at that, but were you familiar, Mr. 9 don't think it's necessary to turn to it, but
10 Pelley, at thetime, in 2013, in your role as 10 one of the areas you identified as your area
1 corporate treasurer with Nalcor, with this 1 of responsibility as corporate treasurer with
12 Order in Council? Would it have been brought 12 Nalcor and Hydro was financial risk management
13 to your attention inyour role as corporate 13 for the company.
14 treasurer? 14 MR. PELLEY:
15 MR. PELLEY: 15 A.Yeah
16 A. Could you just scroll down, Jenny? No, this 16 MR. COXWORTHY:
17 Order wasn't specifically brought to my 17 Q. And, you know, | don’t know what’s encompassed
18 attention, but | was aware of it through, | 18 exactly in that you may say, but is the timing
19 guess, just general participation in the 19 of a GRA, revenue deficienciesthat may be
20 management team with the company. 20 arising because rates have not changed because
21 MR. COXWORTHY: 21 there hasn’t been aGRaA, is that part of
22 Q. Andawareof itin 2013? 22 financial risk management inyour roleor is
23 MR. PELLEY: 23 that not within the scope of it?
24 A Yes. 24 MR.PELLEY:
25 MR. COXWORTHY: 25 A.No,it--1 need amoment to think thisone
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1 through because | think ultimately, yes, it 1 MR. COXWORTHY:
2 is, from the perspective of what impact delays 2 Q. Youwerein rates and regulatory.
3 in a general rate application could 3 MS. RUSSELL:
4 potentially have on Hydro'sliquidity, its 4 A Correct.
5 ability tofinance itself ona day-to-day 5 MR. COXWORTHY:
6 basis. Soto that extent, yes, | think it's 6 Q. But wereyou aware of this Order in Council?
7 within the scope, and you know, on a quarterly 7 MS. RUSSELL:
8 or on aquarterly, in some cases, and some 8 A.Yes.
9 cases annual basis, as part of our review of 9 MR. COXWORTHY:
10 the financial risk that face all our 10 Q. Wereyou made aware of it in 2013?
11 companies, we look at liquidity and we would 11 MS. RUSSELL:
12 have looked at it for Hydro in that period and 12 A Yes
13 would have made a determination that despite 13 MR. COXWORTHY:
14 delaysin arate filing, Hydro’s financial 14 Q. And wasyour opinion sought or wasthere any
15 resources, such as its accessto short term 15 discussion in which you were involved about
16 credit, its access to long term debt markets, 16 whether, you know, a2013 test year wasan
17 would have been sufficient. 17 appropriate test year for Hydro' s next GRA?
18 MR. COXWORTHY: 18 MS. RUSSELL:
19 Q.In20137? 19  A. Opinion sought from?
20 MR. PELLEY: 20 MR. COXWORTHY:
21 A.In2013to carry usthrough, yes. 21 Q. Wéll, from Mr. Sturge or anyone within Nalcor
22 MR. COXWORTHY: 22 or Hydro.
23 Q.Okay. Anddid you makethat same assessment |23 MS. RUSSELL:
24 for 201472 24 A. Once we received this?
25 MR. PELLEY: 25 MR. COXWORTHY:
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1 A.Wewould have, yes. 1 Q. Wsdl, even before. So beforethe Orderin
2 MR. COXWORTHY: 2 Council was issued, was your opinion sought as
3 Q Okay. And so that the liquidity was 3 to whether 2013 was an appropriate test year
4 sufficient? 4 for Hydro's next GRA?
5 MR. PELLEY: 5 MS. RUSSELL:
6 A.Correct. 6 A. Atthe point in time when the preparation of a
7 MR. COXWORTHY: 7 GRA was -- 2013 was thetest year that was
8 Q. Was your opinion ever asked in 2013 or 8 going to be put forward.
9 afterwards as to whether a 2013 test year was 9 MR. COXWORTHY:
10 an appropriate one for a genera rate 10 Q. Sotherewasno -- before April of 2013 when
11 application? 11 this Order in Council came out, there was no
12 MR. PELLEY: 12 discussion of Hydro’'s next GRA or preparations
13 A.No. 13 made for it?
14 MR. COXWORTHY: 14 MS. RUSSELL:
15 Q. And it's not something that you would 15 A . Well, yes, there were preparations ongoing
16 typically be asked, given your role? 16 before this.
17 MR. PELLEY: 17 MR. COXWORTHY:
18 A.No. 18 Q. Okay. Andyou wereinvolved withthem as
19 MR. COXWORTHY: 19 manager of rates and regulatory?
20 Q.Ms. Russdl, I'd liketo move on to yourself 20 MS. RUSSELL:
21 and similar questions. | recognize that in 21 A.Yes. | believethey had started even before |
22 January 2013, you were not inyour current 22 was there.
23 position. 23 MR. COXWORTHY:
24 MS. RUSSELL: 24 Q. So before this Order in Council came out, was
25  A. Correct. 25 there any discussion that you were involved in
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1 asto what would have been an appropriate test 1 time.
2 year for Hydro’ s next GRA? 2 MR. COXWORTHY:
3 MS. RUSSELL: 3 Q. Andwasyour opinion sought in July or before
4 A. Beforethis-- well, | believe, the - 4 that filing in July 2013 asto whether the
5 MR. COXWORTHY: 5 2013 test year was still reasonable?
6 Q. Beforethe Order in Council. 6 MS. RUSSELL:
7 MS. RUSSELL: 7  A.Fromaratesand -- in my role at the time?
8 A.-the2013test year would have been the test 8 MR. COXWORTHY:
9 year that Hydro would have been preparing. 9 QYes
10 MR. COXWORTHY: 10 MS. RUSSELL:
11 Q. Sure. Andyou wereinvolved in that from the 11 A.Yes, wewould have discussed or looked at the
12 very beginning of your involvement, December 12 test year at the time and that was what was
13 20122 13 filed in July.
14 MS. RUSSELL: 14 MR. COXWORTHY:
15  A.When| -- yes, but it wouldn’'t have been the 15 Q. And at any point after the July 2013 filing,
16 beginning, | guess, of -- necessarily the 16 the original GRA filing, were you involved in
17 beginning of the preparation stage, but since 17 any discussion about the 2013 test year and
18 - 18 whether it was still a reasonable or
19 MR. COXWORTHY: 19 appropriate test year to go forward with with
20 Q. So therewould have been GRA preparations 20 Hydro' s GRA?
21 predating your coming into the position in 21 MS. RUSSELL:
22 December of 2012? 22 A. Subsequent to in 20147
23 MS. RUSSELL: 23 MR. COXWORTHY:
24 A.Yes 24 Q.ls that the first time that discussion
25 (10:00 am.) 25 occurred, in 2014, that you were involved in?
Page 54 Page 56
1 MR. COXWORTHY: 1 MS. RUSSELL:
2 Q. And after the Order in Council was issued 2 Al beieve o, yes.
3 indicating that the test year was to be 2013, 3 MR. COXWORTHY:
4 was there any discussion at any point 4 Q. And what was the context for that discussion,
5 afterwards asto whether 2013 test year was 5 in terms of that arising?
6 appropriate? 6 MS. RUSSELL:
7 MS. RUSSELL: 7 A. | think the context of the discussion, which
8 A.Atthepoint - 8 would have been looking at the test year that
9 MR. COXWORTHY: 9 wefiled in July versus making an amendment,
10 Q. For Hydro's next GRA. 10 would have been based on updated financial
11 MS. RUSSELL: 11 information based on changesin forecast costs
12 A. At which time period are you referring to? 12 because -- ssimply because of how long it had
13 MR. COXWORTHY: 13 been at that point in time from when we filed
14 Q. After the Order in Council was issued. 14 in July, that the forecast costs going forward
15 MS. RUSSELL: 15 had changed. So that’ s when discussions would
16 A.SoinApril? 16 have -
17 MR. COXWORTHY: 17 MR. COXWORTHY:
18 Q.Yes 18 Q. And at some point, of course, in the course of
19 MS. RUSSELL: 19 January, 2014, you changed your position, you
20 A.That was-- wefiledin July. 20 actually become - you actually go into your
21 MR. COXWORTHY: 21 current position?
22 Q.| understand. 22 MS. RUSSELL:
23 MS. RUSSELL: 23 A. Correct.
24 A. So at that point intime, the 2013 test year 24 MR. COXWORTHY:
25 appeared to be reasonable at that point in 25 Q. InJanuary, 2014, so these discussions about
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1 perhaps the 2013 test year not being 1 A.Wecan, yes.
2 reasonable or appropriate, was that before or 2 MS.GLYNN:
3 after you moved into your current position in 3 Q. Noted on the record.
4 January, 20147 4 MR. COXWORTHY:
5 MS. RUSSELL: 5 Q. Andso yousay itwasn't until the second
6 A.Itwould have beenin my new position because 6 quarter of 2014 then that there was concern
7 that - just due to the period of time that had 7 about the 2013 test year?
8 goneon, soitwas - so wefiledin July, 8 MS. RUSSELL:
9 2011. | would have changed over into this 9 A. There was concern about, yes, the forecast of
10 role in January, and it would have been in the 10 cost going forward and the rates, yes.
11 second quarter. 11 MR. COXWORTHY:
12 MR. COXWORTHY: 12 Q. And what costs had changed, say, from January
13 Q. Second quarter of 2014 when the first 13 of 2014 to the second quarter that caused -
14 discussions about the amount of time having 14 you made mention of 100 CT?
15 gone by? 15 MS. RUSSELL:
16 MS. RUSSELL: 16 A.Yes
17 A.That | canrecall. 17 MR. COXWORTHY:
18 MR. COXWORTHY: 18 Q. 100 megawatt CT?
19 Q. What was the expectation when the GRA was 19 MS. RUSSELL:
20 originaly filed inJuly, 2013, about when 20 A.Yes.
21 Hydro would get an order, afinal order? 21 MR. COXWORTHY:
22 MS. RUSSELL: 22 Q. Anything else?
23 A. | think it would have been that rates would be 23 MS. RUSSELL:
24 in place in 2014. 24 A.l think | mentioned some of those in my
25 MR. COXWORTHY: 25 testimony with Mr. O’'Brien. The CT was one.
Page 58 Page 60
1 Q. Atany pointin 20147 1 There were changes dueto the aging assets,
2 MS. RUSSELL: 2 there were changes made to workforce dueto
3 A.I'dhaveto - wewould have had discussions 3 that, and work plans changing. ThecCT, as|
4 about that, absolutely. 1'd have to recall 4 mentioned. There were some - the fud
5 and go back intime. It's been alittle bit 5 efficiency. There were numerous. There were
6 of time, so I’d have to go back and see, but 6 some factors that were there that were
7 itwould have been that rates would be in 7 changing the forecast for costs.
8 place January 1st, | believe, was for 2014. 8 MR. COXWORTHY:
9 MR. COXWORTHY: 9 Q. Andwerethese all itemsthat changed in 2014,
10 Q. So Hydro would have set a target date. 10 in the first two quarters of 20147
11 Whether the target would have been met or not, 11 MS. RUSSELL:
12 of coursg, is another matter, by which it was 12 A. They were things that became -
13 least hoping to have new ratesin place coming 13 MR. COXWORTHY:
14 out of the original July, 2013 filing? 14 Q. That 100 megawatt CT, | would understand, of
15 MS. RUSSELL: 15 course, would have, but the others -
16  A. Correct. 16 MS. RUSSELL:
17 MR. COXWORTHY: 17 A.Yes, they became aware, yes. The workforce
18 Q. Andyoudon't recall what that date is now? 18 changeswould have been oneof - a bigger
19 MS. RUSSELL: 19 driver aswell.
20 A.l believeit was January 1st, 2014, that rates 20 MR. COXWORTHY:
21 would be - 21 Q. I’mgoing to move on to ancther area, and this
22 MR. COXWORTHY: 22 isinrelation to the Nalcor leadership time
23  Q.Canl haveyour undertaking just to verify 23 charged into Hydro, and PUB-NLH-228 has been
24 that? 24 referred to, and perhapswe could turn to it
25 MS. RUSSELL: 25 now, Ms. Gray, please. Variouswitnesses up
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1 to this point had been asked questions about 1 the evidence we had so far, that when we look
2 this particular RFI response, and one of the 2 at Revision 5, that the 2015 forecast time
3 questions | had asked of previous witnesses 3 there for various Nalcor leadership team
4 was in relation to footnote 6, hours, and the 4 positions, that everyone that has the footnote
5 associated dollars for positions that had been 5 6 acrossfrom their position, and | note
6 restated to reflect the level of activity in 6 that’ s most of the positions except for the vP
7 2014 actual, but are not included in the 2015 7 Project Execution, and the vP Strategic
8 test year. | think, essentially, we've been 8 Planning, that the 2015 forecast number there
9 told that what isincluded in 2015 test year, 9 for those positions for the 2015 test year,
10 to know or understand what that is, we need to 10 that those are not the actual numbersthat are
11 look at Revision 1 of this same RFI response. 11 going to be used for the test year?
12 Isthat your understanding as well? 12 MS. LUTZ:
13 MS. RUSSELL: 13 A. That’scorrect.
14 Al think Ms. Lutz can clarify that. 14 MR. COXWORTHY:
15 MR. COXWORTHY: 15 Q. And the actual numbers are going to be lower
16 Q. Yes, thank you. 16 thanthosein all respects? Absolutely, if
17 MS. RUSSELL: 17 you want to take us through the record - |
18  A. Just to make sure we have the right revision. 18 still want the undertaking response, but,
19 MR. COXWORTHY: 19 absolutely, if you can provide us with that
20 Q. Absolutely. 20 evidence now, that would be helpful ?
21 MS.LUTZ: 21 MS.LUTZ:
22 A. | think with the number of revisions with PUB- 22 A.Okay, solI'm just going togo right now
23 NLH-228, | think the information is contained 23 through the table. So the President and CEO
24 in the Grant Thornton Report as we looked at 24 for 2015, the numbersin the test year are 155
25 yesterday, so | think that would probably be - 25 hours. The VP HR, 393 hours. VP Project
Page 62 Page 64
1 MR. COXWORTHY: 1 Execution is 452, which is what’ s there on the
2 Q.So the Grant Thornton- so none of the 2 screen. ThevpPFinance, 48. vpP Corporate
3 versions of PUB-NLH-228 are now an accurate or 3 Relations, 266, and Strategic Planning, zero,
4 best representation of the time that’ s charged 4 as seen on the screen. So that’s atotal of
5 into the test year? 5 1314.
6 MS.LUTZ: 6 MR. COXWORTHY:
7  A.l cangothrough the revisionsif you - 7 Q. I think I’'ve asked previous witnesses, and |
8 MR. COXWORTHY: 8 don't think I've gotten a response, and |
9 Q Wadl, | suspectitwould be better to have 9 think to acertain extent we were referred
10 Revision 6, so that rather than haveto go to 10 back to the Finance Panel for this, why aren’t
11 Grant Thornton’s Report, that we would have 11 the numbersin Revision 5, why aren’'t those
12 Hydro’ s position on the record of what Nalcor 12 the numbersin the 2015 test year? Why are,
13 leadership time isbeing chargedinto the 13 at least in some cases, the numbers lower?
14 2015 test year. 14 Can anyone on the Finance Panel explain why
15 MS.LUTZ: 15 that’ s the case?
16 A. Okay. 16 MS.LUTZ:
17 MR. COXWORTHY: 17 A. My understanding of this particular - when
18 Q. Could we have an undertaking to that effect? 18 thiswasrevised for Revision 5, | believe the
19 MS. LUTZ: 19 change that was madewas a changeto the
20 A.Yes. 20 total. That'sfrom - from Revision 4.
21 MS. GLYNN: 21 MR. COXWORTHY:
22 Q. Noted on the record. 22 Q. Yes, I'msorry, you'reright about that, it
23 MR. COXWORTHY: 23 was just atotal, although, | think, Revision
24 Q. Thank you. Inany event, can we agree - well, 24 4 and Revision 5 arethe same other than the
25 isit reasonable, and | think it is based on 25 total at the bottom?
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1 MS.LUTZ: 1 into the test year, we're goingto just go
2 A.Yes 2 with the information that we filed or that we
3 MR. COXWORTHY: 3 forecast in November, 2014? I'm saying
4 Q. Absolutely, | agree, yeah. 4 November, 2014, but sometimein 2014. You've
5 MS.LUTZ: 5 aready said, obvioudly, a lot of the
6 A Yes 6 information would have had to have been put
7 MR. COXWORTHY: 7 together well before November, 2014. Am |
8 Q. Sowhether it's Revision4 or Revision 5, 8 right that that was the basis for the decision
9 though, can you explain why lower numbers are 9 for going with the revision - well, the
10 ultimately for at least some of these 10 different numbersthan Revision4 and 5 for
11 positions being used for the 2015 test year 11 the charge-ins?
12 than what were put forward in Revision 4 and 12 MS. LUTZ:
13 Revision 5? 13  A.Soyou're correct inthat the numbers had
14 MS. LUTZ: 14 aready been established at a particular point
15 A. Soessentially the numbers that arein the 15 in time, and that those numbers were the
16 test year were prepared, obviously, before 16 numbersthat | just read out, and since that
17 these numbers were updated, asit saysin the 17 timethisrF reflectsthe forecast of what
18 footnote, in November. It reflects the 18 happened since that time.
19 forecast to actuals to November, 2014, and the 19 MR. COXWORTHY:
20 projection to the end of theyear. So that’s 20 Q. Okay, thank you. If we couldturnto Mr.
21 the information that was provided on this, to 21 McDonad's evidence on September 21st, page
22 provide additional information about the 22 37. Thisisaquestion that was posed to Mr.
23 amount of time that was spent in 14, and the 23 McDonald -
24 anticipated amount of time forecasted to be 24 MS.LUTZ:
25 spent in 2015. 25  A. Just one second.
Page 66 Page 68
1 MR. COXWORTHY: 1 MR. COXWORTHY:
2 Q. Okay, correct meif I’'m wrong then, if I'm 2 Q.Inrelationto the -
3 misunderstanding, what you' ve decided to do, 3 MS.GLYNN:
4 or what Hydro has decided to as appropriateis 4 Q. Just one second, Paul.
5 they aretaking the timethey would have 5 MS. RUSSELL:
6 forecast at some point in 2014 when you were 6 A.We vehaving technical difficulties.
7 preparing your GRA filing, and have decided 7 MR. PELLEY:
8 that’ s the appropriate timeto put in, even 8 A.lturned her monitor off trying to moveit,
9 though since then the forecast of how much 9 sorry. | won't try to be helpful again, Carol
10 leadership time may goinfor some of these 10 Ann.
11 positions has changed and increased? 11 MR. COXWORTHY:
12 MS. LUTZ: 12 Q. I'll giveyou a chance toread what Mr.
13 A. Could you just say that again? | just want to 13 McDonald had to say on page 37, and maybe it
14 make sure. 14 needs to be scrolled back to page 36 for some
15 MR. COXWORTHY: 15 context, but | don't think that any more than
16 Q. Absolutely. Has Hydro decided that the 16 that is needed. So starting at the bottom of
17 appropriate thingto do is togo with a 17 page 36, Mr. O'Rellly isasking questions
18 forecast number for these |eadership charge- 18 about 2014 actuals versus forecasted 2015
19 insto Hydro that it would have come up with 19 costsinthe test years, so, | guess, if we
20 sometime in 2014, presumably prior to the 20 could move on from there to page 37, and he's
21 November, 2014, filing or around the time of 21 referring to the Finance Panel, and then Mr.
22 that, and said, look, we're going to freeze it 22 O'Reilly movesto aquestion at line 15, "Can
23 there, and even though we may revise those 23 you tell me, do you know whether the charges
24 forecasts of charge-ins subsequent to, say, 24 set out in Revision 1or Revision 4", and
25 November, 2014, we're not going to put that 25 again this would be PUB-NLH-228, "were
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1 included in the 2014 revenue deficiency
2 calculation", and Mr. McDonald refers Mr.

3 O'Reilly to the Finance Panel on that point.

4 Can you answer that question for usin terms

5 of 2014 revenue deficiency and the information
6 in PUB-NLH-228, which of thoserevisions, if

7 any of them, accurately reflect what’sin 2014
8 revenue deficiency?

9 (10:15am.)

10 MS. LUTZ:

11 A.2014? I'msorry, I'm just checking.

12 MR. COXWORTHY:

13 Q. Noworries.

© 00 N o ok~ WODN P

S
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Page 71
information for 2014 anywhere in PUB-NLH-228,
or do we have tolook at Grant Thornton's
Report?

MS. LUTZ:
A. It'sin Grant Thornton’s Report.
MR. COXWORTHY:

Q.| guess, similarly, 1 would ask for an
undertaking. Can we have PUB-NLH-228, some
revision produced that provides us with the
2014 information interms of what Nalcor
leadership team isbeing charged in towards
the revenue deficiency for 20147

MS. LUTZ:

14 MS.LUTZ: 14  A.Yes, Revision 6 can have both 2014 and 2015.
15 A.2014,1don't seeinany of thoserevisions 15 MR. COXWORTHY:
16 reflective of the number that’sin the test 16 Q. Thank you.
17 year. It isnoted in the Grant Thornton 17 MS. GLYNN:
18 Report on page 71 and 72, and the total in the 18 Q. Noted on the record.
19 2014 test year is 3,200 hours. 19 MR. COXWORTHY:
20 MR. COXWORTHY: 20 Q. l'dliketo move onto Mr. McDonad’s evidence
21 Q. Sothat's thetota, but wedon't havethe 21 on September 16th at page 185, line 11, |
22 breakdown? 22 believe. Thisisa line of questioning from
23 MS.LUTZ: 23 Mr. O'Brien of Mr. McDonald regarding, |
24 A.Inthe Grant Thornton, it’sthere as well. 24 think, broadly speaking, the matrix
25 MR. COXWORTHY: 25 organizational structure. Are you familiar
Page 70 Page 72
1 Q. Okay, and doesit reflect any of the revisions 1 with that term?
2 of PUB-NLH-228, or isit - 2 MS.LUTZ:
3 MS.LUTZ: 3 A.Yes
4 A The 2015 number, the test year number, | 4 MR. COXWORTHY:
5 believe, isin Revision - I'm just going to go 5 Q. Anddartingat line 11, Mr. O’ Brien asked,
6 back again. Okay, soin Revision 1 just for 6 "Would Mr. Henderson be the individual who is
7 clarify - s0 2015 is reflected by individual 7 responsible for making sure that any charges
8 on Revision 1. 8 into Hydro are acceptable ina regulatory
9 MR. COXWORTHY: 9 context, or doyou have any involvement in
10 Q. Okay, sothe- 10 that", and then Mr. McDonad answers, "He
11 MS.LUTZ: 11 does’, referring to Mr. Henderson, "to the
12 A.But not 2014. 12 extent that he's running Hydro and he's
13 MR. COXWORTHY: 13 responsible for ensuring that he and othersin
14 Q. 2014 revenue deficiency, the Hydro - I'm 14 his organization are charging in and charging
15 sorry, the Nalcor charge-ins to Hydro for the 15 out, whatever the case may be, in accordance
16 leadership team, we'd find that information 16 with these instructions and these guidelines
17 still in Revision 1? 17 that wereissued, asl recall, by Finance",
18 MS. LUTZ: 18 and so that’ s what takes me now to this panel,
19 A. For 2015. 19 has anyone in thispanel beeninvolved in
20 MR. COXWORTHY: 20 formulating, and| think Ms. Lutz, you've
21 Q. For 2015? 21 indicated that you have had some involvement
22 MS.LUTZ: 22 at least, in formulating guidelines with
23 A.Not 2014. 23 respect to intercompany charges and the
24 MR. COXWORTHY: 24 principles that should apply to that?
25 Q. And notfor 2014, and will we find that 25 MS. LUTZ:
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1 A Yes 1 or directions within Nalcor as to what's
2 MR. COXWORTHY: 2 appropriate as intercompany charges?
3 Q. Anyone else on the panel been involved in that 3 MS.LUTZ:
4 piece? 4 A This table was prepared for information
5 MR. PELLEY: 5 purposes to provide - to present information
6 A.For my part, that would not have been part of 6 on the types of services that could
7 my role. 7 potentially be shared, soin the evidence it
8 MS. RUSSELL: 8 was meant to provide some context about how
9 A.No, it'sMs. Lutz. 9 those charges are done. It’s not a document
10 MR. COXWORTHY: 10 that’ sissued as such. | think you had asked
11 Q. Okay, thank you. Ms. Lutz, are you satisfied 11 that question.
12 that, you know, all the guidelines that are 12 MR. COXWORTHY:
13 applicableto intercompany chargesthat are 13 Q. No, it'snot in Exhibit 8, | guess, wasthe
14 charged into Hydro, whether it'sfrom Nalcor 14 point | was going to make.
15 or from other lines of business within Nalcor, 15 MS.LUTZ:
16 areyou sdatisfied that they’re all on the 16  A. Right.
17 record now? | can take you to what | 17 MR. COXWORTHY:
18 understand to be the record, but on the record 18 Q. Youdon'tfind thistablein Exhibit 8. So
19 in this general rate application? 19 doesthistable exist anywhere other thanin
20 MS.LUTZ: 20 this application in any document?
21 A.ljust wantto make surethat | understand 21 MS.LUTZ:
22 what you' re asking. 22 A.Thetableitself doesn't exist in Exhibit 8,
23 MR. COXWORTHY: 23 but it is an outcome of the types of things
24 Q. Wadll, let me take you to what | understand is 24 that are described in Exhibit 8. For instance,
25 on therecord, and then you can tell me 25 it discusses the admin fee and labour costs
Page 74 Page 76
1 whether there’ s anything more? 1 and so on.
2 MS.LUTZ: 2 MR. COXWORTHY:
3 A.Sointermsof guidelines that are available 3 Q. So this tabledoesn’t exist in terms of
4 for - okay, go ahead. 4 providing any prior guidance to anyone within
5 MR. COXWORTHY: 5 Nalcor or Hydro asto what is appropriate to
6 Q. Okay, first of all, if we could turn to Volume 6 be charged in and how it should be charged in,
7 2 of Hydro's amended GRA application. It's 7 whether it should be allocated or direct
8 Exhibit 8, | believe. Yes, intercompany 8 billed? Thisissort of an after the fact
9 transaction costing guidelines. So these 9 analysis of how these typesof costs are
10 would have been guidelines that you were 10 allocated?
11 involved in preparing? 11 MS.LUTZ:
12 MS. LUTZ: 12 A.lthink it reflects the processesthat are
13 A Yes 13 ongoing. Sofor instance, audit expenses,
14 MR. COXWORTHY: 14 that would be an example. Those costs, people
15 Q. Andthe only other thing | understand to be on 15 might wonder isthat all billed to Nalcor and
16 the record in terms of any guidance or 16 then charged out to lines of business. This
17 direction to people with Nalcor about what is 17 table was prepared to indicate that audit fees
18 appropriateto be chargedinto Hydro isin 18 for Hydro are direct billed to Hydro.
19 Section 3 of the finance evidence of the 19 MR. COXWORTHY:
20 application, so maybe if we could turn to page 20 Q. Andisthat information in Exhibit 8?
21 3.43in Section 3, and Table 3.1.4. Isthis 21 MS.LUTZ:
22 table- Ms. Lutz, I'mgoing to giveyou a 22 A. That particular information is not in Exhibit
23 chanceto - it's part of the finance evidence. 23 8.
24 We'll giveyou achanceto look atit. Is 24 MR. COXWORTHY:
25 this also part of the guidance or guidelines 25 Q. So how - where does that guidance come from?
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1 MS.LUTZ: 1 through Mr. McDonald' s evidence starting at
2 A.Wadl, the person who's responsible for the 2 page 165, but if we could move then to page
3 audit fees understands how - they meet with 3 166, and | ask, "Is there a document somewhere
4 the auditors, they get the audit plan, they 4 within Hydro, within Nalcor, that we can see
5 understand how the billings will be done, they 5 to understand what those codes are', and Mr.
6 have abill for Hydro, so we have abill for 6 McDonald says, "It would be the Finance group
7 Hydro, and the Hydro bill - 7 who would maintain those codes, obviously, but
8 MR. COXWORTHY: 8 as | said, the codes that appear on the
9 Q. ldon't wantto be- isthis alin this 9 timesheets that we use are self-descriptive'.
10 person’'s head or is there some- if the 10 Is there anyone on this panel who'sinvolved
11 auditor changes, or the person in that audit 11 in determining those codes or administering
12 position changes, | mean, how does that 12 those codes, whatever is the appropriate term?
13 information get imparted to his or her 13 MS. LUTZ:
14 successor? 14 A.Sofor any codes- sojustto provide some
15 MS. LUTZ: 15 more information on what we're referring to
16 A.lwouldn't -1 don't mean toindicate it was 16 here, if anyoneis using an intercompany
17 in their head, but it is reflective of how we 17 charge or awork order, we cal it, al those
18 do business. 18 work orders would haveto beset up by the
19 MR. COXWORTHY: 19 corporate controllers office of Nalcor.
20 Q. Butisthere some document that that person in 20 MR. COXWORTHY:
21 that position would refer to for guidance or 21 Q. Of Nalcor, so the office you used to be in?
22 direction about how those intercompany costs 22 MS.LUTZ:
23 are to be allocated, you know, similar to this 23 A. Correct, and so without a valid code, the
24 Table 3.147 24 timesheet wouldn'’t - if you used an incorrect
25 MS. LUTZ: 25 work order, it wouldn’t process, essentially.
Page 78 Page 80
1 A.Thereisn't aspecific document that lists all 1 MR. COXWORTHY:
2 those things, no, you' re correct. 2 Q. And do some of those codes provide an
3 MR. COXWORTHY: 3 indication as to whether the time spent on
4 Q.lIsit awhole bunch of different documents 4 that project is appropriateto be charged in
5 with bits and pieces here and there, isthere 5 to Hydro asopposed to not, arethe codes
6 a binder that assembles all thisinformation 6 organized in that fashion?
7 internally? 7 MS. LUTZ:
8 MS.LUTZ: 8 A.Therewould be- soif it was aproject that
9 A.No, asl indicated, the table was presented to 9 was a Hydro specific project, there would be a
10 provide information on the types of charges 10 work order set up to capture that activity,
11 that might be shared and how they are actually 11 and if it wasaHydro activity beforeit got
12 dealt with, and sothere isn't a specific 12 set up as an intercompany code, it would have
13 policy that outlines every single one of those 13 to be set upwith a hillable to Hydro,
14 items, no, you' re correct. 14 basically.
15 MR. COXWORTHY: 15 MR. COXWORTHY:
16 Q. If wecouldturnto Mr. McDonald' sevidenceon |16 Q. Perhapswe could turn to a specific example.
17 September 17th at page 165, and this was some 17 If we could bring up Undertaking 23, which is
18 questioning by myself and Mr. McDonald 18 Mr. Roberts' 12 most used codes. Thank you,
19 regarding what I’velearned about - from 19 and it sounds like, Ms. Lutz, although if
20 several witnesses, not just Mr. McDonald, 20 anyone else on the panel has information they
21 about how people within Nalcor will record 21 could add, certainly I'd welcomeit, but it
22 time, and not just within Nalcor, within 22 appears that you might be the best person to
23 Hydro, record their time on timesheets and in 23 direct these questionsto. So I'm just
24 accordance with certain codes, depending on 24 looking for some more understanding of how
25 the project they’ re working on, and if we go 25 these codes work. So starting with the
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1 executive leadership NLH recovery, first of 1 understand the responsibilities, but there's
2 al, can you tell me what type of work - what 2 no other document or anything external that
3 type of projects are intended to be covered by 3 would tell someone what’ s appropriate to be
4 that work code? 4 Nalcor general administration versus executive
5 MS.LUTZ: 5 leadership recovery time?
6 A.No, | could not tell you the specific 6 MS.LUTZ:
7 projects. 7 A .Wdl, if wejust go back to Exhibit 8 for a
8 MR. COXWORTHY: 8 second.
9 Q. Sowho-isthat the corporate controller of 9 MR. COXWORTHY:
10 Nalcor who decides that? 10 Q. Sure.
11 MS.LUTZ: 11 MS.LUTZ:
12 A.l don't think it would be down to the project 12 A. It talks about the types of servicesthat are
13 level. 13 shared among the lines of business, and if you
14 MR. COXWORTHY: 14 are working on providing, say, alegal service
15 Q. Okay, so who decides what type of work should 15 to Hydro, then they use abillable to Hydro
16 go under executive leadership NLH recovery, is 16 work order. If they’re working on oil and
17 it Mr. Roberts? 17 gas, they use the billable to oil and gas, for
18 MS.LUTZ: 18 instance.
19 A.Yes 19 (10:30 am.)
20 MR. COXWORTHY: 20 MR. COXWORTHY:
21 Q. So he decides that himself without any 21 Q. Sure, and some examples would be pretty
22 guidance other than whatever guidance he gives 22 obvious?
23 himself in that regard? 23 MS.LUTZ:
24 MS.LUTZ: 24 A.Right.
25  A. And hisunderstanding that if he’s doing work 25 MR. COXWORTHY:
Page 82 Page 84
1 related to Hydro that’s specificto Hydro, 1 Q. Theoil and gas one you're giving there, but,
2 that he uses histime codefor billableto 2 | guess, when you're talking about Nalcor
3 Hydro, for instance. 3 general administration versus executive
4 MR. COXWORTHY: 4 leadership NLH recovery, you know, the
5 Q. Andwould this betimethat’scharged into 5 difference between those two is not as clear,
6 Hydro if it’' s recorded under this code, do you 6 | would put to you, certainly not as clear as
7 know? 7 oil and gas, and Newfoundland and Labrador
8 MS.LUTZ: 8 Hydro time. So you point to Exhibit 8. Where
9 A ltdoesn't- 9 in Exhibit 8 do you say that if Mr. Roberts
10 MR. COXWORTHY: 10 had a question in his mind, or if someone was
11 Q. The executive leadership NLH recovery? 11 questioning Mr. Roberts allocation of his
12 MS. LUTZ: 12 time and saying, well, gee, I’'m not sure that
13 A.Yes, yes, from the description. 13 that should have been under Nalcor general
14 MR. COXWORTHY: 14 administration, maybeit should have been
15 Q. And then inrelation then to the Nalcor 15 charged into Hydro or vice versa, wherein
16 general administration code, do you have any 16 Exhibit 8 would one go to to try and resolve
17 understanding of what type of work someonein 17 that issue or find an answer to that issue?
18 aNalcor leadership position would put under 18 MS. LUTZ:
19 that code? 19 A.l don'tthink the exhibitis probably as
20 MS.LUTZ: 20 prescriptive as what you' re describing, but it
21 A. |l wouldn’t be able to say the particulars. 21 doesoutline - theintentisthat if you're
22 MR. COXWORTHY: 22 ableto track your time related to a specific
23  Q.Again it would be up to the particular 23 work activity conducted on behalf of another
24 individual to figure out - again | don’t want 24 line of business, you charge to that line of
25 to beflip, they understand their job, they 25 business.
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1 MR. COXWORTHY: 1 particular code.
2 Q. And have you ever been involved or been aware 2 MR. COXWORTHY:
3 of, Ms. Lutz, or anyone else on the panel, of 3 Q. Soif there's something you can look up that
4 that type of question ever arising, not just 4 would tell us more than just public inquiry
5 in Nalcor leadership positions, but including 5 costs, what would you look to?
6 Nalcor leadership positions, where there was 6 MS.LUTZ:
7 some question as to whether the time was 7 A.I'dlook at the work order that was referenced
8 properly allocated astime to be recovered 8 ontheleft hand side, and | would see what
9 from Hydro, billed to Hydro, versus time that 9 the description is, a more detailed
10 should be kept within Nalcor? 10 description, and whether it'sa billable, a
11 MS.LUTZ: 11 recharge work order or not.
12 A. Sometimes | get questions from individuals if 12 MR. COXWORTHY:
13 they’re not sure about thework activity, 13 Q. Sothiswork order, would that work order tell
14 whether it’s arecharge, that type of activity 14 us whether it's timethat’sbilled to Hydro
15 or not. Sometimes | do. 15 directly or not billed to Hydro directly,
16 MR. COXWORTHY: 16 would that information be included in the work
17 Q. Soyou'rethe person who would answer those 17 order?
18 questions? 18 MS. LUTZ:
19 MS.LUTZ: 19 A.Yes
20  A.Not entirely, but I'm just - sometimes | do 20 MR. COXWORTHY:
21 get questions. 21 Q. And it exists, this document, the work order?
22 MR. COXWORTHY: 22 It's something that it doesn't haveto be
23 Q. Andsowhen you say "you don’'t answer”, you 23 created or recreated, there's a document that
24 get the questions, but you don’'t necessarily 24 exists today?
25 answer them - 25 MS.LUTZ:
Page 86 Page 88
1 MS.LUTZ: 1 A.l hopenot.
2 A.No,I- 2 MR. COXWORTHY:
3 MR. COXWORTHY: 3 Q. Could I have an undertaking for a copy of that
4 Q. Who answers them? 4 work order?
5 MS.LUTZ: 5 MS. LUTZ:
6 A.ltryto answerif I know the answer; if | 6 A.Yes.
7 don't, I will find out what the activity was 7 MR. COXWORTHY:
8 so | could provide the appropriate advice. 8 Q. For the public inquiry costs, thank you.
9 MR. COXWORTHY: 9 MS. GLYNN:
10 Q. Soyou might speak to whoever isinvolved with |10 Q. Noted on the record.
11 that particular project, gather some 11 MS. RUSSELL:
12 information, and ultimately the answer comes 12 A.lwas just going toadd just something to
13 from you? 13 that, but I think you were asking about the
14 MS. LUTZ: 14 different codes, the recovery ones, there are
15  A. Not necessarily - if they ask me, or | would 15 certain codes and it may have just come out in
16 ask someone else to get back to that 16 the end, that are Nalcor specific, and ones
17 individual. 17 that are tagged as Hydro. Soit’snot like,
18 MR. COXWORTHY: 18 for example, the Nalcor general admin, that
19 Q. Okay. If we could go back to Undertaking 23, 19 would be - I'm pretty surethat’s aNalcor
20 and Mr. Roberts codes. | just want to ask 20 code. So therewould be nothing in thereif
21 you about the public inquiry coststhen. Can 21 Mr. Roberts charged histime tothat one,
22 you tell uswhat that involves, what type of 22 nothing is going to Hydro, but there are ones
23 work or projects? 23 that are coded and if you, you know, miscoded
24 MS.LUTZ: 24 or you didn’t put something in the right one -
25  A.lwouldn’t be able - I'd have to look up that 25 I think we spoke about going back to budgets,
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1 there are certain amount of hoursthat are 1 executive leadership NLH recovery code, would
2 alocated for Mr. Raobertsto go to Hydro. If 2 there be - | assume thereis awork order at
3 he miscoded, no different than anybody else, | 3 least nominally that’s associated with those
4 guess, who'son a timesheeting, a lot of 4 two codes, isthat fair, Ms. Lutz?
5 lawyers are on timesheeting whereyou code 5 MS. LUTZ:
6 your time, accountants, we've al doneitin 6 A. Therearework orders noted on -
7 previous workplaces, you would look at your 7 MR. COXWORTHY:
8 budget and see, well, the hours may look high 8 Q. Would those work orders provide any
9 or the hours may look low, maybe something 9 substantive information asto what type of
10 didn’t get charged in there, and you could go 10 work isincluded with an executive leadership
11 back and check that. So there are checks no 11 NLH recovery?
12 different than any other timesheeting one, and 12 MS. LUTZ:
13 there are ones where - the Nalcor one, 13  A.No.
14 anything in there does not go to Hydro 14 MR. COXWORTHY:
15 specifically tagged Nalcor and Hydro, so | 15 Q. Would therebe - I wouldn’t think so, but |
16 just wanted to make sure - 16 wanted to put the questionto youto ask,
17 MR. COXWORTHY: 17 would there be any information that would tell
18 Q. No, | mean, | didn’t go through them all, but 18 us more than executive leadership NLH recovery
19 | would assume something like Bull Arm cost 19 in terms of the type of work?
20 recovery doesn't get billed to Hydro? 20 MS.LUTZ:
21 MS. RUSSELL: 21 A. Probably not, not from the work order.
22 A. Correct, or eventheNalcor one. | wasn't 22 MR. COXWORTHY:
23 sureif you were asking is there specifically 23 Q. And the same then with Nalcor genera
24 tagged ones. 24 administration, would there be anything there
25 MR. COXWORTHY: 25 that would provideany more fine grained
Page 90 Page 92
1 Q. Sure, no, that'swhat | would expect, but it's 1 detail asto what isincluded within that?
2 a question of what time actually gets 2 MS. LUTZ:
3 alocated into something with afairly general 3 A. Not from the work order description.
4 description  like Nalcor genera 4 MR. COXWORTHY:
5 administration? 5 Q.If we canturnto Mr. Martin’s evidence on
6 MS. RUSSELL: 6 September 11th, page 75, line 12, and | was
7 A. Sothat would be up to the individual to write 7 asking Mr. Martin, following up with some
8 that in. On the timesheets there are - at the 8 questions that were asked by Mr. O’Brien, |
9 other side of thistimesheet, thereis an 9 believe, and Mr. Martin was being asked about
10 opportunity for description of your timeas 10 the forecast leadership time contribution
11 well, so you can write in descriptions there, 11 charges for 2015 and 2016 for himself, or for
12 and | know being a supervisor for people who 12 his position, that appear on PUB-NLH-228, and
13 do, and aso creating timesheets, depending on 13 they are elevated or increased over what they
14 what I’'m doing, | can write in Nalcor, what | 14 had been before 2014. | then go on to ask him
15 wasdoing if | coded to aparticular one, as 15 about that. If we could scroll down to page
16 well the other check would be the supervisor 16 76, and then at line 15, thisis my question,
17 like Mr. Martin would be signing off on this. 17 "I think that’sa reasonable assumption to
18 He would look at the amount of timethat’sin 18 make that that’s the case, but do we
19 there aswell. So there are checks built into 19 understand that alot of that time in 2015 and
20 this to make sure that what's going on. 20 2016 isgoingto bein relationto what I'll
21 There’' s more to the timesheet that you can put 21 call the integration piece”, and | don’t think
22 in descriptions about what you do. 22 | need togoto the- Mr. Martin, both in
23 MR. COXWORTHY: 23 response to me, and then | think maybe in an
24 Q. Sure, thank you, Ms. Russell. Inrelation to 24 even more clearer fashion in aresponse to Ms.
25 the Nalcor general administration code and the 25 Greene, makes the point, actualy, in 2015,
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1 much of his increased time was really about 1 A Yes
2 the outages and really the increase that we 2 MR. COXWORTHY:
3 seein 2016is wherethere's ashift, and 3 Q. Thank you.
4 that’s hisword, to integration. So although 4 MS. GLYNN:
5 | lead into suggest that alot of the 2015 5 Q. Noted on the record.
6 time might be integration, he corrects that, 6 MS. RUSSELL:
7 and so | didn't want to lead you astray there, 7 A.lcan just only add my personal time code.
8 but in relation to 2016, it's my understanding 8 Thereisone codethat | use. | don't have a
9 that his evidenceisthat to the extent that 9 lot of timetoit at al. Over 95 percent of
10 he does have anincreased contribution time 10 my time is Hydro, but there is one integration
11 into Hydro to be billed into Hydro, compared 11 code | can speak that there is one because |
12 to, say, prior to 2014, that that’ sto alarge 12 know that | have one for myself that | would
13 extent, not exclusively, to a large extent, 13 useif 1 wasin any particular meetings on
14 duetointegration. Istherea codethat’s 14 that particular topic.
15 been set up or awork order that's been set 15 MR. COXWORTHY:
16 up, or several codes and work orders, that 16 Q. And what type of meetingsor activitiesare
17 relate to the integration? | guess, | jumped 17 you involved in that you use that code for?
18 ahead and talked about integration. Do you 18 MS. RUSSELL:
19 understand what Mr. Martin means by 19  A. |l think Mr. Henderson has termed this "ready
20 integration? 20 for commercial integration”, so it's another
21 MS. RUSSELL: 21 acronym, RCFI, but that’swhat it stands for.
22 A.Yes, | believe | understand what - you're 22 So thereis a code for that, and some of those
23 referencing 2016 time now, are you? 23 codes are relating to finance regulatory with
24 MR. COXWORTHY: 24 the integration. Some of that is the studies
25 Q. Yeah. 25 that are going on in regulatory with respect
Page 94 Page 96
1 MS. RUSSELL: 1 to changing and what the next GRA might look
2 A.Which isn'tin the test year, but you're 2 like, so somethings likethat. Sol can
3 talking about 2016 time? 3 speak tothat thereis at least one code
4 MR. COXWORTHY: 4 because | used it.
5 Q. Wedl, the extent - 5 MR. COXWORTHY:
6 MS. RUSSELL: 6 Q. And do you know whether that time when you put
7  A. Because that wouldn’t be - 7 itinon theintegration code, is that time
8 MR. COXWORTHY: 8 that gets billed in directly to Hydro?
9 Q. Tothe extent that there'sany integration 9 MS. RUSSELL:
10 work being donein 2015, can you tell me that 10 A.lItisaNalcor code.
11 thereisnot? | guess, I'm asking isthere a 11 MR. COXWORTHY:
12 code or worksheet set up for that? 12 Q. It'saNalcor code, so it doesn't get billed
13 MS. RUSSELL: 13 into Hydro?
14  A. Therewould be codes. There would be codes, | 14 MS. RUSSELL:
15 would think, for the integration. 15  A.No, notthetimethat | chargeto that code,
16 MR. COXWORTHY: 16 and that would be relating to, as | said, the
17 Q. And Ms. Lutz, do you have any - 17 specific things that | might do which may be
18 MS. LUTZ: 18 more considered to be onthe Nalcor side
19  A.I'll haveto confirm that. 19 versus the Hydro because 95 percent of my time
20 MR. COXWORTHY: 20 isHydro, and there arelotsof activities
21 Q. Could I have an undertaking for you to advise 21 that | would do on aregular basis that would
22 and if there'sa worksheet or worksheets 22 be maybe related to integration when you think
23 related to the integration piece, if we could 23 of regulatory and the types of things that are
24 have those? 24 al Hydro - in how Hydro is getting ready for
25 MS. LUTZ: 25 this, including the next GRA. So that would
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1 be Hydro time. 1 Information 46, | just want to refer to this
2 MR. COXWORTHY: 2 because there's definitionsin this document
3 Q. Butthat, youwouldn't usethe integration 3 that | think might be helpful then when we get
4 code for that? 4 to the Order in Council. So if we could
5 MS. RUSSELL: 5 scroll down, Ms. Gray, | think it's onthe
6 A.No, | wouldn't useit for that type of stuff. 6 second page. Yes, thank you. So there's
7 MR. COXWORTHY: 7 definitions there. LIL means atransmission
8 Q. Justinterms of the earlier undertaking just 8 lineand all related components of Muskrat
9 to be clear, | would want the information on 9 Fals Project, and it goeson to provide
10 the worksheets that would explain whether it’'s 10 further information; LiLParty refers to
11 timethat’s directly billed to Hydro versus 11 various companies and partnerships, legal
12 timethat's not. | realize on the workshest, 12 entities; LTA means the transmission
13 it might just be a number 006, but if we could 13 facilitiesof Muskrat Falls; Muskrat Falls
14 havethat explanation as well. Thank you. 14 itself means the hydroelectric facilities of
15 Ms. Lutz is nodding. | think that’s 15 the Muskrat Falls Project. So | did want to
16 indicating - 16 move on thento Information 47 andto the
17 MS.LUTZ: 17 second Order in Council. Thefirst one, |
18  A.Yes, sorry. 18 think, is simply the process of filing the
19 MS. GLYNN: 19 order with the Board, but the Order in Council
20 Q. We'll add that to the undertaking. 20 itself or the substantive oneis the second
21 MR. COXWORTHY: 21 one. Thisis2013-343. First of al, I'll ask
22 Q. Thank you. I'd like to move on to a document 22 isanyone onthispanel priorto my filing
23 that was filed for cross-examination purposes, 23 this a couple of days ago familiar with or had
24 or documents, the day before yesterday, and 24 reason to review or discuss thisOrder in
25 these are regulations and an Order in Council. 25 Council?
Page 98 Page 100
1 I’ll describe them as the Muskrat Falls 1 MS. RUSSELL:
2 Project exemption order. I've distributed 2 A.l haven't been - I'm aware of these ocs, but
3 copies previously to counsel. Soif that 3 not -
4 could be brought up, | guess, starting with 4 MR. COXWORTHY:
5 the regulation. 5 Q.But you haven't been involved in any
6 MS. GLYNN: 6 discussion asto -
7 Q. And we have to enter these, Mr. Coxworthy. 7 MS. RUSSELL:
8 MR. COXWORTHY: 8 Q. No.
9 Q. Yes, I'msorry, thank you. 9 MR. COXWORTHY:
10 MS. GLYNN: 10 Q. Totheextent there's anything to be done at
11 Q. Sowe'll enter the regulation as Information 11 Hydro or Nalcor about them, there hasn’'t been
12 46. 12 any discussion that you've been involved in
13 MR. COXWORTHY: 13 about that?
14 Q. All three documents would be entered as one 14 MS. RUSSELL:
15 information or - let’s separate them. 15  A.No.
16 MS. GLYNN: 16 MR. COXWORTHY:
17 Q. Sotheregulation first, and then we can enter 17 Q. Andisthat truefor the rest of the panel as
18 the two Order in Council. Do you want to do 18 well?
19 that now? 19 MR. PELLEY:
20 MR. COXWORTHY: 20  A.Inthe context of what the implicationswere
21  Q.Yes 21 for Hydro, no.
22 MS. GLYNN: 22 MR. COXWORTHY:
23 Q. We can enter them both as 47. 23 Q.How about in the context of what the
24 MR. COXWORTHY: 24 implications are for Nalcor?
25 Q. Thank you. So starting with the regulation, 25 MR. PELLEY:
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1 A.l guess, my familiarity with the order there 1 respect of each of Muskrat Falls, and you'll
2 comes from my involvement with the Muskrat 2 recall we went through the definitions in the
3 Fals, the limited involvement | had with the 3 regulation, "the LTA, or the LIL, until such
4 Muskrat Falls financing at the Nalcor level. 4 time as the project is commissioned or nearing
5 MR. COXWORTHY: 5 commissioning, and Newfoundland and L abrador
6 Q. Sothisis not thefirst time you're seeing 6 Hydro is receiving services from such
7 this? 7 project”. So, | guess, my question to the
8 MR. PELLEY: 8 panel generally is, hasthere been anything
9 A. Absolutely not. 9 established internally at Hydro that finance
10 MR. COXWORTHY: 10 is aware totrack these types of costs,
11 Q. And Ms. Lutz, have you had any reason in your 11 expenses, or alowances that are not supposed
12 position to have it brought to your attention? 12 to gointo rates until, asthe Order in
13 (10:45am.) 13 Council puts it, commissioning or near
14 MS. LUTZ: 14 commissioning and Hydro is receiving services
15  A. Notinthiscurrent position, but | was aware 15 from such project? Hasthere been any - has
16 that there wasa Muskrat Falls exemption 16 there been anything established or anything
17 order, but | hadn't read these ocs. 17 being established to track those costs?
18 MR. COXWORTHY: 18 MS. RUSSELL:
19 Q. And that’s in your previous position as 19  A. For further - for down the road?
20 Corporate Controller with Nalcor? 20 MR. COXWORTHY:
21 MS. LUTZ: 21 Q. Well, your answer, and | was anticipating it,
2 A Yes 22 because you may say none of these types of
23 MR. COXWORTHY: 23 costs and expenses have been incurred yet.
24 Q.| want to move down - there' s various types of 24 MS. RUSSELL:
25 expenditures that are referred to in the order 25  A. There'snothing in the test year relating to -
Page 102 Page 104
1 as being exempted, but | want to move down to 1 you know, there snothing inthetest year
2 Section 3. So Section 3isalega document, 2 that we're here in this GRA relating to -
3 and I’'m going to try and stay away from asking 3 MR. COXWORTHY:
4 for any legal opinions, but, | guess, it's my 4 Q. Soyou cantell usfor certain?
5 understanding - it says, "Notwithstanding 5 MS. RUSSELL:
6 Sections 1 and 2", so it'ssort of saying, 6 A.Wdl, I cantel you that our GRA application
7 look, we've just gone through 1 and 2 and 7 would have been reviewed by our legal counsel,
8 these are all the things that are exempted in 8 who is aware of the intricacies of these, and
9 terms of the Board' sjurisdiction as| would 9 that there were no comments back that there
10 understand it. It says, "Notwithstanding 10 was anything in there that would have caused
11 that, no amounts paid by Newfoundland and 11 concern with any of these -
12 Labrador Hydro described inthose sections 12 MR. COXWORTHY:
13 shall be included as costs, expenses, or 13 Q. And that was the question | had, as to whether
14 alowances in Newfoundland and Labrador 14 there had been any review -
15 Hydro's cost of service calculation or in any 15 MS. RUSSELL:
16 rate application or rate setting process, and 16  A. So there’'s nothing in this test year -
17 no such costs, expenses, or allowances shall 17 correct, by our counsel.
18 berecovered by Newfoundland Hydro", and it 18 MR. COXWORTHY:
19 goes on tosay, "where such amounts are 19 Q.Onago forward basis, isthere going to be
20 attributable to marketing electrical power 20 any internal controls that finance is going to
21 outside the province", and | would understand 21 be involved to track these costs?
22 this, and I’m not asking you to agree, | think 22 MS. RUSSELL:
23 it perhaps requiresa legal opinion, but | 23  A.Going forward -
24 would understand it to say, but also that it's 24 MR. COXWORTHY:
25 not to beso chargedin, inany event, in 25 Q. There sgoing to be another GRA in 2017.
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1 MS. RUSSELL: 1 numbers with respect to - | can testify to the
2 A.Yes sothat'sall part of - and that would be 2 numbers that drive how big these variances can
3 al part of what we would be looking at 3 be.
4 between after this GRA and the next, yes, 4 MR. COXWORTHY:
5 putting in the controls, looking at the codes, 5 Q. Absolutely.
6 going back towork codes for - so al that 6 MS. RUSSELL:
7 stuff absolutely would be considered. 7 A.Soif you go to the bottom of lines 27 to 30,
8 MR. COXWORTHY: 8 the one you're referencing there, the energy
9 Q. Ifwecould turnto page 42 of Mr. Martin's 9 supply cost variance deferral account, so that
10 evidence. 10 7.1 million dollars for 2015, if we did not
11 MS. GRAY: 11 get that, that would be a hitto Hydro's
12 Q. Sorry, what date, Mr. Coxworthy? 12 bottom line, and that is an amount that would
13 MR. COXWORTHY: 13 take you outside the range of rate of return
14 Q. I’'msorry, of September 15th, Ms. Gray, page 14 on rate base.
15 42, and Ms. Greene, Board Counsel, was asking 15 MR. COXWORTHY:
16 Mr. Martin some questions as to what direction 16 Q. Doesthat tell uswhat volatility isinvolved
17 hehad given with respect tothe deferral 17 in relation to Exploits? It’ s just one of the
18 accounts, and thisis referring generally to 18 contributors.
19 accounts such as the energy supply cost 19 MS. RUSSELL:
20 deferra account, and there are others as 20 A.Thatisthetotal, right, that isthe total of
21 well, athough my particular line of 21 the whole energy supply cost variance deferral
22 questioning is directed towardsthe energy 22 account. Exploits would be one factor in
23 supply one. Mr. Martin’s answer is, "l think 23 there, wind would be another, as we've
24 it was in the context of the overall financial 24 discussed, are variance factors in there that
25 strength of the company, and the extent that 25 would do that, but just to give you a sense of
Page 106 Page 108
1 these elements were introducing a particular 1 the numbers on those particular -
2 level of volatility which trandates into risk 2 MR. COXWORTHY:
3 that didn’t fit that, the direction was to 3 Q. lsanyoneon the panel familiar with the terms
4 find analogues that put us ina situation 4 under which Hydro purchases power from
5 where overall the company financial position 5 Exploits? Thefinancial evidence saysit's 4
6 compares reasonably to other, comparable to 6 cents per kilowatt hour.
7 the extent possible, companies’, and Ms. 7 MS. LUTZ:
8 Greene asked, "Okay, and it was your finance 8 A.Yes.
9 people who came back with recommendationson | 9 MS. RUSSELL:
10 these new deferral accounts, given that 10 A.Yes ontheoc.
11 broader direction, isthat correct”, and Mr. 11 MR. COXWORTHY:
12 Martin says, "That’s correct”. Soit’s in 12 Q. Areyou familiar with any other terms?
13 that context that I’'m asking the questions. 13 MS. RUSSELL:
14 In relation to the energy supply cost deferral 14  A. Such-
15 account, and Exploits, power purchased by 15 MR. COXWORTHY:
16 Hydroin relationto Exploits, and there's 16 Q. WHll, isthere a minimum amount that has to be
17 evidencein the Section 3 of the financial 17 purchased by Hydro per year?
18 evidence of the application about that which 18 MS. RUSSELL:
19 we may go to, what is - from the point of view 19  A.I’'mnot familiar with that. I’m familiar with
20 of finance, what isthe particular level of 20 the4 cents, the impact that way onthe 4
21 volatility associated with those power 21 cents.
22 purchases? 22 MR. COXWORTHY:
23 MS. RUSSELL: 23 Q. I'mtrying to understand where the volatility
24 A.Soif | can pull up Appendix "A" of the cost 24 comes from.
25 deferral as one examplel can show you the 25 MS. RUSSELL:
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1 A.Ontheprice sideor - there isvariability 1 you want to put it, to pay for that?
2 from Exploits on the volume side, the 2 MR. PELLEY:
3 hydraulic side for sure based on the flowsin 3 A Potentialy, yes.
4 and out, and again I’'m not the expert with 4 MR. COXWORTHY:
5 respect tothe system operations piece of 5 Q. Socould | have an undertaking from this panel
6 this, which | believe Mr. Goulding, and again 6 to make an inquiry to see whether thereis any
7 Mr. Henderson, has spoke about before on 7 maximum or minimum amount that Hydro is
8 Exploits, so there’stwo componentsto the 8 committed to buy in Exploits power?
9 Exploits. There' sthe volume and the price. 9 MS. RUSSELL:
10 So the volumeisto do with the hydrology in 10 A.We can check, yes.
11 that thereis- 11 MR. PELLEY:
12 MR. COXWORTHY: 12 A. Quite easy to do, yes.
13 Q. And I wouldn't expect you to be able to 13 MS. GLYNN:
14 explain to us the hydraulic variability to the 14 Q. Noted on the record.
15 extent that depends on rainfal or 15 MR. COXWORTHY:
16 temperature. 16 Q. Thankyou. Mr. Pelley, as| understand it,
17 MS. RUSSELL: 17 and perhaps not exclusively yourself, but you
18 A. Correct, and that causes the - 18 were involved in the work that Mr. Martin was
19 MR. COXWORTHY: 19 referring to in the passage | just referred to
20 Q. A myriad perhaps of other factors. 20 about to find analogues or comparables between
21 MS. RUSSELL: 21 Hydro and other utilities, and you’ ve spoken
22  A. And that would cause afinancia variance. 22 to, for instance, Hydro Quebec and others, in
23 MR. COXWORTHY: 23 relation to whether deferral accounts are
24 Q. Sure, but isno oneon the panel aware of 24 appropriate or not?
25 whether or not Hydro is committed to having to 25 MR. PELLEY:
Page 110 Page 112
1 purchase aminimum amount of power per year 1 A.Inthe context of what Mr. Martin isreferring
2 under its arrangements with the Provincial 2 to there, which | interpret to be the design
3 Government to buy Exploits power? 3 of deferral accounts, and, | guess, justifying
4 MS. RUSSELL: 4 our position on the design of deferral
5 A.l'mnot aware of - 5 accounts, that’s not something | would have
6 MR. PELLEY: 6 worked on directly, no.
7 A.I'm not awareof any minimum or maximum 7 MR. COXWORTHY:
8 purchase. 8 Q. Sowhen you were going and looking at what the
9 MR. COXWORTHY: 9 Regie or other jurisdictions may have
10 Q. Wouldyou - if there was one, would you be 10 approved, and | realize you were talking about
11 aware of it? 11 the debt guarantee fee -
12 MR. PELLEY: 12 MR. PELLEY:
13 A.l can’'t say that with certainty, no, because 13 A. Okay, yeah.
14 again, | guess, the purchase of power is 14 MR. COXWORTHY:
15 outside - 15 Q. Sol don't wantto conflate too many things,
16 MR. COXWORTHY: 16 but did you do asimilar review in relation to
17 Q. Wouldn’'t that be a financia risk management 17 deferral accounts -
18 issue? | mean, if you are committed to having 18 MR. PELLEY:
19 to buy a certain amount of power from Hydro 19 A. Absolutely.
20 every year - I'm sorry, if Hydro is committed 20 MR. COXWORTHY:
21 to buy a certain amount of power at a certain 21 Q.What type of deferra accounts had been
22 price every year from a supplier, whoever that 22 approved or were in place in other
23 supplier is, isn't that an aspect of financial 23 jurisdictions?
24 risk management to say, oh, look, we' ve got to 24 MR.PELLEY:
25 have the money there, the cashflow, however 25 A.Sothere’'s anumber of things | can- and
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1 again thisislargely - some of thiswill be 1 driver of energy supply cost variability. And
2 part of the record, some will be part of what 2 kind of moving on from this, the case of BC
3 I’ve done in preparation, | guess, to come and 3 Hydro, | know personally from my perspective
4 talk about those issues, but if you look at in 4 I’ ve done some more research again tying back
5 terms of what’ s on therecord, | believeit is 5 to support the direction that Mr. Martin had
6 - | need to get areference to an RFI, which | 6 given, BC Hydro, while they’re amuch larger
7 may have lost. Bear with me for one second. 7 utility than Newfoundland and Labrador Hydro,
8 MR. COXWORTHY: 8 there certainly are some similaritiesin terms
9 Q. Sure. Mr. Chair, wearecloseto our usual 9 of the fact that there' s reliance on hydrology
10 break time. Perhaps that'll give an 10 and so forth, and inlooking at - and I'm
11 opportunity to Mr. Pelley to review. 11 moving on now from this specific RFI. We
12 CHAIRMAN: 12 looked at BC Hydro, and this does go back to
13  Q.Yes, gr. 13 2003 when the government issued, | think it
14 MR. COXWORTHY: 14 was, heritage special direction #2 to the BC
15 Q. Thank you, Mr. Chair. 15 Utilities Commission. One of the things that
16 (10:57 am.) 16 did was establish BC Hydro's ROE to be
17 (RECESS) 17 comparable to that of the - sorry, equal to
18 (11:33am.) 18 that of the most comparable investor owned
19 CHAIRMAN: 19 utility grossed up for taxes. So obviously
20 Q. Mr. Coxworthy, once more into the breach, sir. 20 there's similarity between that and the
21 MR. COXWORTHY: 21 situation we find ourselvesin with our ROE
22 Q. Thank you, sir. Mr. Pelley, | think when we 22 being directed.
23 broke you weregoingto refer usto an RFI 23 MR. COXWORTHY:
24 response? 24 Q. And weweretalking about deferral accounts,
25 MR. PELLEY: 25 and | recognizethere’sa relationship that
Page 114 Page 116
1  A.Yes andl believejust to clarify before we 1 I'll get to, but the BC heritage directive #2
2 took a break, you had asked about my 2 that you' re referring to, doesit say anything
3 involvement in the direction that Mr. Martin 3 about deferral accounts?
4 had given with respect to deferral accounts as 4 MR. PELLEY:
5 outlined hereinlines 9 to 13 of the - 5 A.Absolutely. As part of that, the BC
6 MR. COXWORTHY: 6 Government also directed the two deferral
7 Q. September 15th, page 42. 7 accounts be established for energy supply
8 MR. PELLEY: 8 cost. One wason thisso-called heritage
9 A.There's the reference. So from my 9 block of power, and the second onewas, |
10 perspective, | was going to put a couple of 10 believe, called the trade income deficit
11 things out there. Oneisif we could bring up 11 account to stahilize the ups and downsin BC
12 our response to PUB-NLH-388, and | think 12 export revenues, but subsequent to that, and
13 what’ s outlined in our response is reflective 13 again this is in the context of their
14 of thetype of work that Mr. Martin was 14 similaritiesto Hydro, BC Hydro filed arate
15 referring to in his statement, and what we 15 application in which they asked for another
16 have hereis in additionto some discussion 16 energy supply deferral account to stabilize
17 around the typesof deferral accounts that 17 fluctuations inthe so-called non-heritage
18 Newfoundland Power hasin thisjurisdiction, 18 power, and that was awarded by the BC
19 in addition if we scroll down perhapsto the 19 Utilities Commission.
20 next page, we have alisting here, atable of 20 MR. COXWORTHY:
21 four other utilities; three of which are Crown 21 Q. Ther€ sadecision that relates to that?
22 owned that have deferral mechanismsin place 22 MR.PELLEY:
23 with respect to - in this context, it's fuel 23  A.It's BCc-UC-G9604 where they granted this
24 cost, but in most jurisdictions fuel costs - 24 deferral account, so we viewed that as being a
25 variability in fuel costs isa significant 25 reasonable comparison.
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1 MR. COXWORTHY: 1 MR. PELLEY:
2 Q. Thank you, Mr. Pelley. You'vereferredtoa 2 A.Not aspart of my comparison, no.
3 couple of documents. One of themis the 3 MR. COXWORTHY:
4 heritage directive #2 in relation to BC Hydro. 4 Q. MaybethisBcC heritage directive may or may
5 Isthat on the record? 5 not have some information about that.
6 MR. PELLEY: 6 MR. PELLEY:
7 A.l wouldn't be able to say with certainty, but 7 A.l would agree, yes, it may, yeah.
8 if it’snot, | can undertake to provideit. 8 MR. COXWORTHY:
9 MR. COXWORTHY: 9 Q. And do you know whether in any of these other
10 Q. Canl ask you to check; if it's not, have your 10 jurisdictions before that you were referring
11 undertaking to provide uswith acopy? It 11 to here or that Hydro isreferring to in Table
12 sounds like you have a copy. 12 1 of PUB-NLH-388, do they have anything like a
13 MR. PELLEY: 13 rate stabilization plan, an RSP, such aswe
14  A. That'sno problem, yeah. 14 have here? Isthat part of your comparison?
15 MR. COXWORTHY: 15 MR. PELLEY:
16 Q. And the same thing then with the decision, the 16 A. That wasn't part of my direct comparison. |
17 BC-UC-G9604? 17 waslooking at strictly the energy supply -
18 MR. PELLEY: 18 from an energy supply cost perspective.
19 A. Sure. 19 MR. COXWORTHY:
20 MR. COXWORTHY: 20 Q. Andevenifitwasn't part of your comparison,
21 Q. Either if you could, with my thanks, advise us 21 as part of just having alook, did you happen
22 if it'son therecord and if not, have your 22 to notice or did it cometo your attention
23 undertaking to provide a copy? 23 whether there was anything like an RsPin any
24 MR.PELLEY: 24 of these other jurisdictions?
25  A.No problem. 25 MR. PELLEY:
Page 118 Page 120
1 MR. COXWORTHY: 1 A No.
2 Q. Thank you. 2 MR. COXWORTHY:
3 MS. GLYNN: 3 Q. Inthese other jurisdictions, you've spoken
4 Q. Noted on the record. 4 about BC Hydro and there’'s an heritage
5 MR. COXWORTHY: 5 directive#2. Do you know, and it may be
6 Q. Intermsof Tablel-1'm sorry, perhaps there 6 evident from the document when we have,
7 was something more before | go on. 7 whether that was a government directive?
8 MR. PELLEY: 8 MR. PELLEY:
9 A.No. 9 A.That wasa government directive, yes. That
10 MR. COXWORTHY: 10 was agovernment directiveto the sc Utility
11 Q. Interms of PUB-NLH-338and Tablel, and | 1 Commission.
12 realize this may not beall the comparison 12 MR. COXWORTHY:
13 work, but it’s sort of asummary there, did 13 Q. Andit wasadirective not only in relation to
14 your comparison work involve determining 14 ROE, but alsoin relation to a deferra
15 whether therewas a banding as was being 15 account?
16 proposed for the deferral accounts for Hydro 16 MR.PELLEY:
17 in terms of the 500,000 plus or minus, or some 17  A. Two deferral accounts; the trade income, and
18 other number? 18 the heritage deferral.
19 MR. PELLEY: 19 MR. COXWORTHY:
20 A.That moves moreinto, | guess, the design of 20 Q. And the other three examples that you gave, or
21 deferral accounts, which | wasn't as directly 21 that Hydro has given, PUB-NLH-388, Manitoba
22 involved in. 22 Hydro, Ontario Power, Nova Scotia, do you know
23 MR. COXWORTHY: 23 whether the deferral accounts there arose out
24 Q. So you don't know - as part of your 24 of a statutory, a legal directive, or a
25 comparison, you didn’t look at that? 25 government directive?
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1 MR. PELLEY:

2 A.My understanding is, no, they do not, they
3 would have been granted by the relevant
4 utilities boards in those jurisdictions.
5 MR. COXWORTHY:
6 Q. And how do you know that?

7 MR. PELLEY:

8 A.I'mjust recalling that from having reviewed a

9 summary document that was provided to usby a

Page 121

1 MR. PELLEY:
A. I'mfeeling left out of the undertakings.
MR. COXWORTHY:
Q. Thank you, Mr. Pelley.
MR. PELLEY:
A. No problem.
MR. COXWORTHY:
Q. If wecould turnto Mr. Martin's evidence on
September 10th, 2015, page 19, and at page 19,

© 00 N O o~ WODN

25 Scotia Power.

10 consultant asto how someof these costs 10 Mr. O'Brien at line 12 was asking Mr. Martin a
11 arose. 11 question. Oneof thethings hewanted to
12 MR. COXWORTHY: 12 speak to Mr. Martin about was energy supply
13 Q. Okay. 13 cost variations, deferral mechanism, and in
14 MR. PELLEY: 14 particular, 1I'm interested in Exploits
15  A. Actuadly, sorry, that wasinthe context of 15 generation costs. "So thisis sought to be
16 return on equity. In terms of the approval of 16 included in this deferral mechanism, those
17 those accounts, it was just based on my own 17 particular costs. Is there any expectation on
18 general research. 18 Hydro's part that those costsare going to
19 MR. COXWORTHY: 19 increase”, and Mr. Martin has referred usto
20 Q. Your own general research. Do you have other 20 the Finance panel for those details, and I’ ve
21 cases - 21 aready asked some questions about that, but
22 MR.PELLEY: 22 the4 centsper kilowatt hour, we've heard
23 A.Wecould undertaketo provide - perhaps we 23 from Mr. Henderson, and | think perhaps
24 could undertake to provide the relevant 24 potentially from other witnesses, but |
25 orders. 25 certainly recall specificaly from Mr.
Page 122 Page 124
1 MR. COXWORTHY: 1 Henderson, that he didn’t have any expectation
2 Q. Yes please. 2 that that 4 cents was going to increase prior
3 MR. PELLEY: 3 to thetransfer of the Exploit assets to
4  A. For such accounts, if that would be - 4 Hydro?
5 MR. COXWORTHY: 5 MS, RUSSELL:
6 Q. Forthe ManitobaHydro, Ontario Power, and 6 A. That was histestimony, yes.
7 Nova Scotia. 7 MR. COXWORTHY:
8 MR. PELLEY: 8 Q. And does this Finance panel, since his
9 A.Noproblem. 9 testimony, or for that matter prior, have any
10 MR. COXWORTHY: 10 other information that would indicate
11 Q. Thank you. 1 otherwise?
12 MS. GLYNN: 12 MS. RUSSELL:
13 Q. Noted - 13 A. No, we have - asdiscussed with Mr. O'Brien
14 MR. PELLEY: 14 yesterday, there has been, | think,
15  A. Just to be clear, other than BC Hydro, do it 15 subsequently that Order in Council that keeps
16 for the other three entitieslisted in that 16 the 4 cents until at least until the middle of
17 table? 17 next year.
18 MR. COXWORTHY: 18 MR. COXWORTHY:
19 Q. For al four, that’sright, and I’ ve been too 19 Q. Of July?
20 quick with my undertakings. | just want to 20 MS. RUSSELL:
21 give Ms. Glynn - 21 A.Yes.
22 MS. GLYNN: 22 MR. COXWORTHY:
23 Q. Thank you. Noted on the record for the orders 23 Q. lthink it'sJuly, 2016. How about after
24 for Manitoba Hydro, Ontario Power, and Nova |24 July, 2016, what’ s anticipated to happen then?

25 MS. RUSSELL:
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Page 127

1 A.lwouldn't be able to comment on - the OC goes 1 Hydro.
2 to themiddle of that, but | don't think it 2 MR. COXWORTHY:
3 would be anticipated because we would be 3 Q. Oh, the operation and maintenance costs?
4 looking at, as Mr. Henderson gave testimony as 4 MR. PELLEY:
5 well, to bringing the assets of Exploitsinto 5 A.Yes, and these discussions, | would emphasize,
6 Hydro. 6 that I’ ve been involved in are very high level
7 MR. COXWORTHY: 7 at this point, for lack of a better
8 Q. Sonooneon thispanel isinvolved inthose 8 characterization.
9 discussions or negotiationswith government 9 MR. COXWORTHY:
10 about either the transfer or the pricing? 10 Q. Anything else other than operation and
11 MS. RUSSELL: 11 maintenance coststhat you've heard are a
12 A.No. 12 contemplation that might be costs that Hydro
13 MR. COXWORTHY: 13 will consider that it’s bearing as a result of
14 Q. Soit'severyone' sunderstanding it's going to 14 that transfer?
15 stay at 4 cents? 15 (11:45am.)
16 MR. PELLEY: 16 MR. PELLEY:
17 A.l wouldjust addfor the purposesof the 17 A. WEell, you obviously have your ongoing capital
18 record, | have been involved in discussions 18 costs as well for maintenance of the plant.
19 with the province on thetransfer of the 19 MR. COXWORTHY:
20 assets, but only - my scope intothat is 20 Q. Anything else? Anything else interms of
21 limited to, | guess, potential financial 21 costs that Hydro may bear or there's
22 impacts on Hydro. 22 consideration of Hydro bearing when those
23 MR. COXWORTHY: 23 assets are transferred?
24 Q.Andin the context of your involvement in 24 MR. PELLEY:
25 those discussions, has there been any 25  A.Atthispoint, no.
Page 126 Page 128
1 indication of timing for that transfer? 1 MR. COXWORTHY:
2 MR. PELLEY: 2 Q. lIsthere any consideration of Hydro actually
3 A.No, not at this point. 3 paying government or Nalcor something as
4 MR. COXWORTHY: 4 consideration for that transfer?
5 Q. My understanding from previous evidence is 5 MR. PELLEY:
6 it's still expected to be sometime in 2016. Do 6 A.l haven't beeninvolved in that type of
7 you have any different understanding? 7 discussion at this point.
8 MR. PELLEY: 8 MR. COXWORTHY:
9 A.No. 9 Q. Soyourenot aware of any consideration of
10 MR. COXWORTHY: 10 that?
11 Q. And your involvement was interms of the 11 MR. PELLEY:
12 potential financial impacts on Hydro. What 12 A. Consideration meaning Hydro outright paying
13 are those potential financial impacts on Hydro 13 the province for the assets?
14 of the transfer? 14 MR. COXWORTHY:
15 MR. PELLEY: 15 Q. Or Nalcor? Somebody?
16 A.It'smore, | guess, about ensuring that the - 16 MR. PELLEY:
17 or discussions around ensuring that there’s a 17 A.Thoseareadl discussions that are currently
18 mechanism in place to recover the costs 18 underway.
19 associated with those assets for Hydro. 19 MR. COXWORTHY:
20 MR. COXWORTHY: 20 Q. They are underway?
21 Q. What costisgoing to be associated from the 21 MR.PELLEY:
22 transfer of the assets to Hydro? 22 A.Yeah.
23 MR. PELLEY: 23 MR. COXWORTHY:
24 A.Not the transfer, but more sothe ongoing 24 Q. Mr. Henderson in his evidence, and we can go
25 maintenance of the assets oncethey’'re in 25 toit if necessary, but he did talk about when
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Page 129 Page 131
1 that transfer occurred, that he anticipated 1 Schedule Vi1 to the finance evidence?
2 there would have to be some sort of 2 MS RUSSELL:
3 application beforethe Board to deal with 3 A.No.
4 whatever ramifications flow out of that. Are 4 MR. COXWORTHY:
5 these issues of the cost that Hydro will have 5 Q.No?
6 to bear on theassets, do you have any 6 MS. RUSSELL:
7 understanding of whether that would be part of 7  A. The costs from the transfer?
8 Hydro' s application to the Board? 8 MR. COXWORTHY:
9 MR. PELLEY: 9 Q.Yeah
10  A. Mr. Henderson testified that there will be an 10 MS. RUSSELL:
11 application to the Board to approve transfer 11 A. There snothing related to thetransfer in
12 of the assets, or the ongoing - 12 this application, so | think that's the
13 MR. COXWORTHY: 13 easiest way to put it.
14 Q. Waell, inrelation to the consequences of the 14 MR. COXWORTHY:
15 transfer? | don't think he said to approve 15 Q. But would that deferral account, Schedule vii,
16 the transfer, I’ m not sure. 16 capture -
17 MR. PELLEY: 17 MS. RUSSELL:
18  A. Presumably, such an application would have to 18 A.No.
19 contemplate how those costs are going to be 19 MR. COXWORTHY:
20 addressed on ago forward basis, yes. 20 Q.No?
21 MR. COXWORTHY: 21 MS. RUSSELL:
22 Q. And no such application - there’ s been no work 22 A.No.
23 started in preparing such an application yet 23 MR. COXWORTHY:
24 that you’ re aware of? 24 Q. Ms. Russdll, in your previous role as Manager
25 MR. PELLEY: 25 of Ratesand Regulatory, you would have had
Page 130 Page 132
1 A. Not to my knowledge, no. 1 some familiarity with the operation of the
2 MR. COXWORTHY: 2 rate stabilization plan, the RsP?
3 Q.Ms Russl? 3 MS. RUSSELL:
4 MS. RUSSELL: 4 A.l would have some familiarity, yes. Ms. Lutz
5 A. |l wasgoing to say we're still working through 5 a so has some familiarity on the RSP.
6 the details of that, so they’re not finalized, 6 MS.LUTZ:
7 but oncethey would be finalized, then they 7  A.That'scorrect.
8 would form part of that application. 8 MR. COXWORTHY:
9 MR. COXWORTHY: 9 Q. Thank you, and thisisMr. Fagan’s position
10 Q. Andthere’ sno timing for such an application 10 now-?
11 yet, Ms. Russdll, that you're - 11 MS. RUSSELL:
12 MS. RUSSELL: 12 A. Correct.
13 A. No, it would depend on the circumstances of, | 13 MR. COXWORTHY:
14 guess, the discussions when atransfer would 14 Q. Who other than yourself and Ms. Lutz, now Mr.
15 take place, discussions with government. I'm 15 Fagan, would have the most familiarity about
16 not in those particular discussions, but once 16 how the RSP operates?
17 adate or whatever would be set, then we would 17 MS. RUSSELL:
18 work towards that from a finance perspective 18  A. The most familiarity?
19 and pull together - be part of the pulling 19 MS. LUTZ:
20 together of the information for that. 20  A. The operations group aso, and Mr. Henderson.
21 MR. COXWORTHY: 21 MR. COXWORTHY:
22 Q. These costs that Hydro may have to bear asa 22 Q. Mr. Henderson.
23 result of the transfer, are these costs that 23 MS.LUTZ:
24 areintended to be captured by the Schedule 24 A. Mr. Goulding.
25 VIl deferral account; Schedule ViiI being 25 MR. COXWORTHY:
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Page 133

Page 135

1 Q. WasMr. Henderson involved in the design of 1 that range comes from?
2 Schedule Vi1, the deferral account? 2 MS RUSSELL:
3 MS. RUSSELL: 3 A Yes, primarily, yes.
4 A Theactual designofit? The design would 4 MR. COXWORTHY:
5 have been - for the calculation of the 5 Q. Wdl, isthere any other power that Hydro buys
6 deferral would have been proposed from the 6 at 4 cents a kilowatt hour?
7 ratesand regulatory group, Mr. Fagan, and 7 MS. RUSSELL:
8 thenit would have been reviewed with Mr. 8 A.ljust haveto check onthe Star Lake - I'd
9 Henderson. 9 have tojust doublecheck. Star Lake, |
10 MR. COXWORTHY: 10 believe, is4 centsas well.
11 Q. Sure. It's part of thefinance evidence, 11 MR. COXWORTHY:
12 would you agree, Schedule vi1? 12 Q. Okay, so Star Lake and Exploits. Any other
13 MS. RUSSELL: 13 power at that price?
14  A. Schedulevii - 14 MS. RUSSELL:
15 MR. COXWORTHY: 15  A. | think that’s the -
16 Q.If wego to Section 3, whichis thefinance 16 MR. COXWORTHY:
17 evidence, Hydro’s application, and you' |l see 17 Q. Soif we could turn back then to Schedule vii,
18 that one of the schedulesis Schedule vii? 18 till in the finance evidence, looking at the
19 MS. RUSSELL: 19 first bulletsat the top, the variationsto
20 A.Yes, those are finance schedules. 20 which this account isintended to apply, one
21 MR. COXWORTHY: 21 of them includes power purchases from
22 Q. Sothat’s finance evidence, and you previously 22 hydraulic generation and that would include
23 indicated, Ms. Russell, that thispand is 23 the Exploitsand Star Lake power we just
24 responsible for the finance evidence? 24 talked about?
25 MS. RUSSELL: 25 MS. RUSSELL:
Page 134 Page 136
1 A Yes 1 A Yes
2 MR. COXWORTHY: 2 MR. COXWORTHY:
3 Q. Sois thispanel ultimately responsible for 3 Q. Withrespect to the non-Exploits, non-Star
4 Schedule vii? 4 Lake - or non-Exploits power purchase
5 MS. RUSSELL: 5 agreements, do you have an understanding as to
6 A.We can speak to Schedule vii. 6 the contracts, the terms of the contracts, not
7 MR. COXWORTHY: 7 for Exploits because I’ve aready asked if
8 Q. Ifwe couldturnto Section 3still inthe 8 there’ sany maximum and minimum that applies
9 finance section of the evidence, page 3.48, 9 there, but in terms of the other power
10 and this is the section of the finance 10 purchase agreements, do you have any general
11 evidence that refers - deals with the energy 11 or specific understanding of theterms of
12 supply cost variance deferral, and we 12 those contracts?
13 understood that this panel would be ableto 13 MS. RUSSELL:
14 speak to this. | want to refer you thento 14  A. Thefull terms of the contracts, no, not with
15 line 17 on that page which refersto the 15 al the purchase of power. The operations
16 material difference between the price of power 16 group would -
17 purchases, arange of 4 centsto 15 cents, as 17 MR. COXWORTHY:
18 part of what’sintended to be addressed by the 18 Q. If I wereto say toyou that they have fixed
19 deferral account, would you agree? 19 and variable components, and that the variable
20 MS. RUSSELL: 20 components aretied to the consumer price
21 A.Yes. 21 index, would you agree?
22 MR. COXWORTHY: 22 MS. RUSSELL:
23 Q. And would you agree that that 4 centsis only 23 A.I'd havetolook at - I’d have to review.
24 associated with purchases from Exploits, 24 MR. COXWORTHY:
25 purchases from - that’s where that low end of 25 Q. Wadll, let’slook at page 3.49 of the finance
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Page 137 Page 139
1 evidence. 1 A. With the Exploits?
2 MS RUSSELL: 2 MR. COXWORTHY:
3 A.Yes. 3 Q. With the non-Exploits contracts, based on this
4 MR. COXWORTHY: 4 evidence? If there'sa fixed and avariable
5 Q. Andl think starting at line 14. Sothisis 5 component -
6 inthe finance evidence, the evidence this 6 MS, RUSSELL:
7 panel isresponsiblefor. "The magnitude of 7 A Right.
8 Hydro'sidand interconnected energy supply 8 MR. COXWORTHY:
9 costsis such that Hydro also proposes to 9 Q. Theonly variable - the only volatility isin
10 stabilize its prices. The terms of the 10 relation to the cPi?
11 various PPAS also provide for variations for 11 MR. PELLEY:
12 the purchase price of power. Other than the 12 A.But therewould also bethe volume of power
13 Exploits power purchase, each of the PPA rates 13 taken under those contracts would be variable.
14 has afixed and variable component. The 14 MR. COXWORTHY:
15 variable component is escalated annually in 15 Q. So you'resaying that thefixed component
16 accordance with the provisions of each of the 16 would have avariable in terms of how much and
17 contracts', so theseare referring, as | 17 who decides how much power should be taken
18 understand it, to the contracts that are not 18 under those contracts?
19 Exploits power purchase, "based on the 19 MR. PELLEY:
20 consumer price index". 20  A. That would be a systems operation decision.
21 MS. RUSSELL: 21 MS. RUSSELL:
22  A.Yes. 22 A. Systems operations.
23 MR. COXWORTHY: 23 MR. PELLEY:
24 Q. Soyou don’'t have any other information or 24 A.When, | guess, they’relooking at it, and I'm
25 evidence to provide in relation to those other 25 outside -
Page 138 Page 140
1 contracts, that that would be your 1 MR. COXWORTHY:
2 understanding of how they operate? 2 Q. Soit'swithin Hydro's control asto how much
3 MS. RUSSELL: 3 power it'll take under those contracts, the
4 A.Yes, | don't have any other information. 4 non-Exploits contracts?
5 MR. COXWORTHY: 5 MR. PELLEY:
6 Q. Hasthere been any volatility associated with 6 A.That would be a question for systems
7 the consumer price index in recent years, and 7 operations. My understanding generaly is,
8 perhaps Ms. Lutz or Mr. Pelley can - 8 no. If demand reaches a point where you have
9 MR. PELLEY: 9 todraw onthose contracts and that demand
10 A. |l would haveto undertake to provide that to 10 exceeds what you anticipated, | -
11 you if you're asking me - 11 MR. COXWORTHY:
12 MR. COXWORTHY: 12 Q.| have the same question then to ask you, Mr.
13 Q. If you could provide us perhaps going back - 13 Pelley, as | asked you the last time, you
14 let’ssay go back - what’s reasonable, five 14 know, if part of the risk management for Hydro
15 years? 15 isto understand in any year what are our
16 MR. PELLEY: 16 commitments, what do we have to pay third
17 A. Sure. 17 parties for power in this particular instance,
18 MS. GLYNN: 18 isn't that an important understanding from the
19 Q. Noted on the record. 19 point of view of assessing the financial risk
20 MR. COXWORTHY: 20 to Hydro?
21 Q. Thank you. Other thanthe cpri, would you 21 MRPELLEY:
22 agree that with respect to those non-Exploits, 22 A.Absolutely.
23 that there’s no other volatility associated 23 MR. COXWORTHY:
24 with those contracts? 24 Q. Have we captured that?
25 MS. RUSSELL: 25 MR. PELLEY:
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Page 141

Page 143

1 A.Andwerely on - when we're looking at arisk 1 was on the finance panel to address.
2 like that, that you outlined for Hydro, we're 2 MR. COXWORTHY:
3 relying on the estimates provided to us by 3 Q. No, no, fair enough, Mr. Pelley, but in terms
4 ultimately system operations for here’'swhat 4 of anyone on the finance panel, can you tell
5 we think we'regoing to buy, here's the 5 us whether this factor that’s been raised by
6 potential up and down inthat, and can we 6 Mr. Pelley, which is the possibility of
7 absorb that in the context of the, | guess, 7 variability in purchases under the non-
8 toolswe havein placeto absorb financial 8 Exploits power purchases, has that been taken
9 risk. 9 into account in terms of what risk is intended
10 MR. COXWORTHY: 10 to be addressed in that Schedule vi1?
11 Q. Sowhenyou'rereviewing the financial risk, 11 MS. RUSSELL:
12 the finance panel generaly, or finance 12 A. Risk with respect to the variability on?
13 generally, the financial risk associated with 13 MR. COXWORTHY:
14 potential volatility, and now you’ re pointing 14 Q. Ontheamount - as Mr. Pelley has suggested,
15 to another source of volatility, which is 15 that there might be variance under those non-
16 perhaps the possibility of different amounts 16 Exploits PPASin terms of the amount of power
17 of power being taken under these? 17 Hydro might purchase, so not the price of the
18 MR. PELLEY: 18 power, we've talked about that -
19  A. Subject to the fact that I’ m not an engineer 19 MS. RUSSELL:
20 and it’ s based on my general understanding of 20 A.Right.
21 how these things work, but - 21 MR. COXWORTHY:
22 MR. COXWORTHY: 22 Q. But the amount they might purchase at that
23 Q. No, but you'reindicating that there would 23 price?
24 have been an understanding of a certain band 24 MS. RUSSELL:
25 of variability in terms of the amount of power 25  A.I’d have to double check the actual agreements
Page 142 Page 144
1 that could be taken, or would be taken under 1 on each singleone. | wouldn’t - and | think
2 these contracts? 2 that system operations panel probably could
3 MR. PELLEY: 3 speak to the terms of those with respect to
4  A. Presumably, system operations would have such 4 the volume.
5 an estimate. 5 MR. COXWORTHY:
6 MR. COXWORTHY: 6 Q. Soyoudon’'t know - in reviewing the deferral
7 Q. Weéll, designing a deferral account that's 7 account in Schedule vii, you can't tell us
8 intended to addressthese risks, are you 8 whether that risk is or isn’t captured?
9 saying you don’t know what those bands are? 9 MS. RUSSELL:
10 MS. RUSSELL: 10 A. Therisk about the variability?
11 A.ldidn't design - 11 MR. COXWORTHY:
12 MR. COXWORTHY: 12 Q. Thevariability in the amount of power that
13 Q. Or anyone on this panel? 13 would be purchased, as suggested by Mr.
14 MS. RUSSELL: 14 Pelley, under those non-Exploits PPAS?
15 A.l didn't designthe deferral account, so 15 MS. RUSSELL:
16 perhaps I’'m not theright oneto direct the 16  A. Socouldyou - if we had an example, if you
17 question to. 17 had an example on one of the particular ones,
18 MR. COXWORTHY: 18 if you could -
19 Q.I've directed it to the finance panel 19 MR. COXWORTHY:
20 generally, it is part of the finance panel’s 20 Q. Waell, let’sturn to Schedule vIin Section 2
21 evidence, Schedule vii isthere, and you can 21 of the evidence, and I'll give you a chance,
22 speak toit. Inreviewing it, in speaking to 22 recognizing that this isnot part of your
23 it, can you tell - 23 evidence -
24 MR. PELLEY: 24 MS. RUSSELL:
25  A. That wasn’t one of the particular areas that | 25  A.What page again, sorry?
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1 MR. COXWORTHY: 1 contracts?

2 Q. lt'spagelof 1, Schedule vi,it’'s near the 2 MR. COXWORTHY:

3 end of Section 2, and | think Ms.Gray will 3 Q. Yeah, and how that’s been addressed, if at

4 bring it up, if you could, Ms. Gray, bring it 4 all, in the deferral account in Schedule vii?

5 up on the screen. 5 MR. PELLEY:

6 MS. RUSSELL: 6 A.Understood.

7 A Okay. 7 (12:00 p.m.)

8 MR. COXWORTHY: 8 MS. GLYNN:

9 Q Soinrdationto - if youlook at the 2015 9 Q. Noted on the record.
10 forecast, so the last column over. 10 MR. COXWORTHY:
11 MS. RUSSELL: 11 Q. Going back tothe Exploits generation that
12 A Yes 12 Hydrois purchasing, and isforecasting to
13 MR. COXWORTHY: 13 purchase, and, | guess, if you look at
14 Q. Andyou'll seethere s various suppliers with 14 Schedule vi, we're ftill on it, thank you,
15 which Hydro would have power purchase 15 Ms.Gray, you'll seethat there sforecast to
16 agreements, Wind projects, for instance, St. 16 be purchased from Nalcor, Grand Falls, Bishop
17 Lawrence Wind, 104.8. So in terms of 17 Fals, and Buchans, and | would understand
18 variability there, that’sa forecast amount, 18 that to bewhen | talk about Exploits power,
19 so | guess, my question is, was your panel in 19 that that's what we're talking about, 633.5
20 reviewing Schedule vil and preparing to 20 kilowatt hours. We've already talked about
21 testify in relation to Schedule vii, do you 21 how the price for that isfixed at least to
22 have an understanding that there’sa band 22 the middle of July at 4 cents per kilowatt
23 there, is therearisk of taking lessthan 23 hour, and you’ ve spoken, Ms. Russell, about
24 104.80 from St. Lawrence Wind, and | just use 24 the possibility of variability in terms of if
25 that as an example, | don't want to get into 25 it'sadry year, or rainfall, and not asan

Page 146 Page 148

1 any confidential information or whatever, so 1 expert in this area, but -

2 if we can be more generic about it, I'm happy 2 MS. RUSSELL:

3 to do so. 3 A Right

4 MS. RUSSELL: 4 MR. COXWORTHY:

5 A Yeah 5 Q. Butjust generally, that's your understanding

6 MR. COXWORTHY: 6 that if priceisnot an issuein relation to

7 Q. ldon'twanttofind outin particular about 7 Exploits power, that that might till be?

8 St. Lawrence. 8 MS. RUSSELL:

9 MS. RUSSELL: 9 A. Thevolume piece, yes.
10  A.No, | couldn’'t - I'd have to double check, and 10 MR. COXWORTHY:
11 part of that would involve discussions with 11 Q. Thevolume piece, and there's been evidence
12 System Opstogether, so | - 12 from Mr. Fagan, we can turn toit, that it's
13 MR. COXWORTHY: 13 been awet year and if onelooksat the RspP
14 Q. Canyou do that for us? 14 report, the balances, and there’sbeen the
15 MS. RUSSELL: 15 August report that’s been entered into
16 A. |l can get back to you on that, yeah. 16 evidence, and | don't know if it's necessary
17 MR. COXWORTHY: 17 to goto it, but that hydraulic balances have
18 Q. Inrelation to all of the power purchases that 18 been high, they’ ve been high for sometime,
19 are forecast for 2015 in Schedule vi? 19 and | don't think there’sanyone that is
20 MS. RUSSELL: 20 forecasting that that’s going to go down any
21 A.Yes. 21 time soon. Now those are hydraulic balances
22 MR.PELLEY: 22 in relation to Hydro’ s hydraulic assets, they
23 A.Just to clarify, the undertaking would be to, 23 don’'t cover Exploits, as| understand it, but
24 | guess, obtain an assessment of the likely 24 Exploitsisin the same province, you know,
25 variability in volume of purchases under those 25 and I’ ve certainly not seen any information.
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1 Are you aware of any information that Exploits 1 aspects of what' s captured in the supply cost,
2 is subject to hydraulic - concerns about 2 only the Exploits.
3 hydraulic variability? 3 MS.LUTZ:
4 MS. RUSSELL: 4 A Okay.
5 A. |l wouldn't be the person to ask that. 5 MR. COXWORTHY:
6 MR. COXWORTHY: 6 Q. Youre taking about situations where the
7 Q. Specificaly - no. 7 amount of power purchased or available from
8 MS. RUSSELL: 8 Exploitsisless than what's been forecast due
9 A.lwouldn't be the person, that would be system 9 to the reasons that you’ ve given.
10 operations. 10 MS. LUTZ:
11 MR. COXWORTHY: 11 A. Possible reasons.
12 Q. So you'renot. This is justsort of a 12 MR. COXWORTHY:
13 generally - you understand it could happen? 13 Q. How about if the power purchased from Exploits
14 MS. RUSSELL: 14 ismorethan what's forecast, more than the
15 A.Yes, there could be variations in hydrology 15 633.50, how does that get capturedin the
16 that would be - if you want to get the - all 16 deferral account?
17 that type, that's definitely the system 17 MS. RUSSELL:
18 operations panel. 18  A. So any variances on the volume going on either
19 MR. COXWORTHY: 19 -
20 Q. Soagain in Schedule viithen interms of 20 MR. COXWORTHY:
21 assessing what risks need to be covered off by 21 Q. Becauseit works both ways, doesn’t it?
22 that deferral account, other than 22 MS. RUSSELL:
23 hypothetically that there might be a variation 23 A. From the -- it works both ways. From the test
24 due to hydraulic production due to rainfall, 24 year, the forecast energy supply costs,
25 you don’t have any specific information, this 25 whatever the variance would be from the
Page 150 Page 152
1 panel doesn’'t have any specific information 1 actualswould go inthere. Soif it worked
2 that that isareal risk in 20167 2 the opposite way, then it would go the
3 MS. RUSSELL: 3 opposite way.
4 A I'll just defer to Ms. Lutz for this. 4 MR. COXWORTHY:
5 MR. COXWORTHY: 5 Q. And perhapsjust to show, at least based on
6 Q. Sure, absolutely. 6 the evidence, that's not entirdly a
7 MS. LUTZ: 7 hypothetical that it could increase, if we
8 A.l'djustto perhapsadd acomment. Some of 8 could turn to page 2.8 of the evidence and if
9 the reasonsin the past that power purchase 9 you look at line eight, you'll see that the
10 may be down from Exploits could have beenthat |10 2015 production level from Exploits generation
11 aunit was unavailable. Sothe-- and that 11 isforecast to be 776 gigawatt hours. So,
12 could have been for any number of reasons. 12 more than the 633.5 that we were looking at in
13 MR. COXWORTHY: 13 the schedule. So, certainly there seemsto be
14 Q. Sure. 14 at least a possibility of -
15 MS.LUTZ: 15 MS. RUSSELL:
16 A.ltcould have beenicing or anything like 16 A.Onvariation?
17 that. It might not necessarily have been 17 MR. COXWORTHY:
18 hydrolic levelsand rainfall and soon. So 18 Q. That'sright, of an up variation as opposed to
19 that might be one of the reasons that would 19 adown variation, in terms of how much power
20 create volatility in terms of the amounts, and 20 Hydro may take and pay for?
21 also inthis account, the gasturbine isin 21 MS. RUSSELL:
22 here aswell. 22 A.lwould agreethere svariation, yes, there
23 MR. COXWORTHY: 23 can be variation.
24 Q.Yes, andl, you know, I'mnot -- my line of 24 MR. COXWORTHY:
25 questioning isnot directed towards other 25 Q. Andit could be up aswell as down?
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1 MS. RUSSELL: 1 where Hydro isgoing to be purchasing more
2 A Yes 2 than 633.5in 2015? How do you know if
3 MR. COXWORTHY: 3 there’'sany financial risk associated with
4 Q. And whether Hydro decidesto take more than 4 that to Hydro in doing that?
5 633.5 gigawatt hours, do you understand 5 MS. RUSSELL:
6 whether that’sin Hydro’s control or not? 6 A.What doyou meanfinancia risk? Likethis
7 MS. RUSSELL: 7 will capture, so the deferral account captures
8 A.Theability to take more? 8 the variance between what your forecast is and
9 MR. COXWORTHY: 9 asyou said, any increases above or below.
10 Q. Yes 10 MR. COXWORTHY:
11 MS. RUSSELL: 11 Q. How does it captureit? Now let’s turnto
12 A.Again, | think that system operations could 12 Schedule 7, because that’s-- and get the
13 discuss how much power or how that works or 13 specificsin terms of how thisformulawould
14 the causes of what may causeyou not to be 14 work. So A isthe-- at Schedule 7 -- total
15 able to take Exploits power, you know, 15 actual energy supply costs. B is thetotal
16 compared to the forecast, of what you may have 16 test year. So aswe'vejust seen in Schedule
17 had in your forecast. 17 6, one of the components of thetest year is
18 MR. COXWORTHY: 18 that it's expected or forecasted that there'll
19 Q. But the ability -- if there’s more available - 19 be 633.5 purchased from Exploits. So that
20 MS. RUSSELL: 20 would be a component of B.
21 A.Yes. 21 MS. RUSSELL:
22 MR. COXWORTHY: 22 A. Sorry, which one? Ittook alittle whileto
23 Q.- andwejust went to page 2.8. 23 get that to come up on the screen.
24 MS. RUSSELL: 24 MR. COXWORTHY:
25 A Yes. 25 Q. No, no, I’'m sorry. Sorry to rushyou. SoI’'m
Page 154 Page 156
1 MR. COXWORTHY: 1 looking at that Schedule 7. I’'m looking at
2 Q. The ability to take more. 2 that formula, energy supply cost, Aminus B
3 MS RUSSELL: 3 minus C.
4 A.Yes 4 MS. RUSSELL:
5 MR. COXWORTHY: 5 A.Um-hm.
6 Q.lIfit's avallable, is that amatter that's 6 MR. COXWORTHY:
7 within Hydro’ s control ? | realize there might 7 Q. And A is actual energy supply costs in
8 be all sorts of other consideration Hydro may 8 calendar year. Wedon't know that yet. B
9 take on account as to whether to do it. 9 though isthe total test year energy supply
10 MS. RUSSELL: 10 costs, and you know, that would be the
11 A. Right. 11 information in Schedule 5 and Schedule 6in
12 MR. COXWORTHY: 12 Section 2, and part of the component of B, |
13 Q. But whether to - 13 was putting to you, isthat would include the
14 MS. RUSSELL: 14 633.5 gigawatt hours that are forecast to be
15 A.lwould say that unless there are factors 15 purchased from Explaits, that that would bein
16 outside, you know, with the hydrology and the 16 B.
17 different -- it depends on what the factors 17 MS. RUSSELL:
18 are. You'd havetolook at al thefactors, 18  A. Right, okay.
19 and again, system operations would be -- | 19 MR. COXWORTHY:
20 can't speak to the-- to how they do the 20 Q. Andthenyou have C, the energy supply costs
21 supply mix with respect to Hydro’s operations, 21 or savings. So my question to you isthat if
22 so | would not be the one to. 22 the actual energy supply costs, A, ends up
23 MR. COXWORTHY: 23 being with more, more Exploits power being
24 Q. Sohow doyou know whether it's protecting 24 purchased that 633.5, how does that work? How
25 from any risk if there’'s an upside situation 25 does that work through this formulain terms
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1 of whether that ends up being to the benefit 1 get at is the specific impact of Exploits
2 of customers or not to the benefit of 2 power.
3 customers? 3 MS. RUSSELL:
4 MS. RUSSELL: 4 A.Sowecan get you that. | don’t specifically
5 A.Soldon't know if it's helpful to pull up -- 5 -- | don’t necessarily have that calculation,
6 just because we can put some numbers, like if 6 but there would be backup calculations. |If
7 we pull up - 7 you' re asking -- do you want more calculations
8 MR. COXWORTHY: 8 behind the 30.8?
9 Q. Absolutely. 9 MR. COXWORTHY:
10 MS. RUSSELL: 10 Q. Sure.
11 A.- Schedule 3 of Appendix C, page one of -- no, 11 MS. RUSSELL:
12 this is-- sorry, Appendix C of the cost 12 A.If that'swhat you're looking at.
13 deferral application. 13 MR. COXWORTHY:
14 MR. COXWORTHY: 14 Q.| think a the end of this line of
15 Q. Okay. 15 questioning, I’ll be asking for that.
16 MS. RUSSELL: 16 MS. RUSSELL:
17 A. Becauseit does go through - 17 A.Yes, okay.
18 MR. COXWORTHY: 18 MR. COXWORTHY:
19 Q. Sure 19 Q. But | want to make surethat | cover as much
20 MS. RUSSELL: 20 ground as| can.
21 A.-with some numbers, this same calculation. 21 MR. PELLEY:
22 Just -- | don’'t know if that’s helpful to have 22 A.Perhaps| could just make sure | understand
23 numbers. 23 the line of questioning correctly.
24 MR. COXWORTHY: 24 MR. COXWORTHY:
25 Q.Yes. No, I'msureit will be. 25 Q. Sure.
Page 158 Page 160
1 MS. RUSSELL: 1 MR. PELLEY:
2 A.But soonthehydralic, and thisis - 2 A.You'relooking to determine what the impact is
3 MR. COXWORTHY: 3 ina situation where more Exploits-- for
4 Q. Sol guessyou'll have to give us a moment now 4 instance, more Exploits power was purchased
5 for it to come up on the screen. 5 than was originally accounted for in the test
6 MS. RUSSELL: 6 year and how that plays out interms of an
7 A.I'll wait until -- yeah. So this represents 7 adjustment, right?
8 the calculation that you were just discussing. 8 MR. COXWORTHY:
9 So, on the hydrolic piecethere, you'd have 9 Q. Yeah
10 your forecast energy supply cost, which would 10 MR. PELLEY:
11 be at the 30 -- sorry, the 30.8 million. Then 11 A. And of course, an explanation asto how that
12 you would have your test year energy supply 12 situation could arise, whether or notit'sa
13 costs, which would be set at the test year 13 management -- as the result of management
14 number of 32.3 million. And then it shows the 14 decision making or something outside the
15 calculation there, energy supply costs, the 15 control of -
16 top one minus the bottom. Y ou can go through 16 MR. COXWORTHY:
17 that calculation. So, when you look at the A 17 Q. Well, whether itis ever out of Hydro's
18 minus B portion, that’s the pieces we would 18 control.
19 look at. The forecast energy supply costs 19 MR. PELLEY:
20 would be captured. Anything different than 20  A.Yeah.
21 test year would be captured in that number. 21 MR. COXWORTHY:
22 MR. COXWORTHY: 22 Q.| mean, one of the things that we talked about
23 Q. Sure. And that’swhen -- again, | don’t mean 23 that goesto that is whether there’s a maximum
24 to beflippant, but that’swhen you lump 24 or aminimum amount that has to be purchased
25 everything together. Andwhat 1I’'m trying to 25 from Exploaits.
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1 MR. PELLEY: 1 Schedule 7, that that was a possibility?
2 A Right. 2 MS. RUSSELL:
3 MR. COXWORTHY: 3 A.The possibility of displacing something
4 Q. Sothat would be. 4 besides Holyrood?
5 MR. PELLEY: 5 MR. COXWORTHY:
6 A.Yeah. 6 Q.BesidesHolyrood.
7 MR. COXWORTHY: 7 MS. RUSSELL:
8 Q. If wefind out that thereis, that that would 8 A.Wdl, my -- the caculation is Holyrood
9 be afactor. 9 because that’ s where the other -- well, that
10 MR. PELLEY: 10 iswhat system -- again, thisinformationis
11 A.And that's already an undertaking on the 11 compiled off of -- when we're doing this, we
12 record, as | understand. 12 do the finance side of it, but the input would
13 MR. COXWORTHY: 13 come from system operations saying that, you
14 Q. Absolutely. 14 know, if we don't -- depending on the
15 MR. PELLEY: 15 difference between Exploits purchases, the
16 A Yeah 16 offset would be to Holyrood.
17 MR. COXWORTHY: 17 MR. COXWORTHY:
18 Q. If there areany other factors that go to 18 Q.Butifit's-
19 control. 19 MS. RUSSELL:
20 MR. PELLEY: 20 A. Andthat’s how we would build the calculations
21 A.Yesh. 21 off it.
22 MR. COXWORTHY: 22 MR. COXWORTHY:
23 Q. But the second level question -- because, yes, 23  Q.But if it's not actualy displaced in
24 we're halfway there -- is how do we know what 24 Holyrood, if buying more Exploits power
25 other generation sources Exploits, extra 25 doesn't actually reduce how much would have
Page 162 Page 164
1 Exploits power is going to displace? Isit 1 been otherwise burned at Holyrood, does
2 aways going to displace Holyrood? 2 Schedule 7 capture that scenario in terms of
3 MS. RUSSELL: 3 savings?
4 A ltdisplaces Holyrood. 4 MS. RUSSELL:
5 MR. COXWORTHY: 5 A.I’'mnotsureif that would -- again, we’' d have
6 Q. That'stheassumption, isn’t it, in Schedule 6 to talk to system plan. I’m not even sure if
7 7? 7 that would -
8 MS, RUSSELL: 8 MR. COXWORTHY:
9 A.Yes itis. That'san assumption. 9 Q. lfitwould ever happen?
10 MR. COXWORTHY: 10 MS. RUSSELL:
11 Q. The assumption is it aways displaces 11 A Yes
12 Holyrood. That’'show it's calculated. 12 MR. COXWORTHY:
13 MS. RUSSELL: 13 Q. Iswhat you're saying.
14  A.That would be -- in thiscalculation, that’s 14 MR. PELLEY:
15 what the number C over at the end, the 1.9. 15  A. Why don’t we do that as an undertaking?
16 MR. COXWORTHY: 16 MS. RUSSELL:
17 Q. Have youhad any -- or doyou have any 17 A.lrealy can't speak to that even, you know,
18 understanding that there could be displacement 18 happening.
19 of Hydro’s own hydrolic generation by Exploits 19 MR. COXWORTHY:
20 purchases? 20 Q. But if it were,if it did happen, does
21 MS. RUSSELL: 21 Schedule 7 address that?
22 A. With respect to that, again we' d probably have 22 (12:15am.)
23 to speak to system ops as to the displace - 23 MS.LUTZ:
24 MR. COXWORTHY: 24 A.Couldl just -
25 Q. Soyou didn't know that when you reviewed the |25 MR. COXWORTHY:
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1 Q. Sure, absolutely. 1 MS.LUTZ:
2 MS. LUTZ: 2 A.lIt's not Hydro's own hydrolic generation
3 A -justadd something? Areyou asking if we 3 SOurces.
4 had displaced our own hydrolic generation for 4 MR. COXWORTHY:
5 instance, so that is picked up in the RSP, al 5 Q. lIt'snot Hydro'sown. Sorry, that was my
6 of which ispriced at the cost of Holyrood 6 misunderstanding. Thank you for clarifying
7 fuel. 7 that. So, again, to go back to my question
8 MR. COXWORTHY: 8 though interms of how the RsPworks, if
9 Q. That'sright. So, and thisis the further 9 Exploitsis displacing hydrolic generation,
10 point and | guessthisiswhy | was asking Ms. 10 Hydro'sown hydrolic generation so that it
11 Russdll, and you'veindicated that Ms. Lutz, 11 goes down from less than what’ s been forecast,
12 that you’ re also familiar with the Rsp. What 12 what happens in the RsP? | suggested to the
13 happens then? 1sn’t the assumption when Hydro 13 RSPis that’s-- the assumptionis, oh, we
14 hydrolic under the RsPis displaced that that 14 have to burn more fuel at Holyrood and there's
15 means you have to burn more at Holyrood? 15 acost associated with that. Isthat how the
16 Isn't that how the RsP -- theRsP is a 16 RS--again, | know I'm simplifying and please
17 complicated beast. 17 correct me if I'm over simplifying, but is
18 MS. LUTZ: 18 that basically what happens?
19 A.Yes 19 MS.LUTZ:
20 MR. COXWORTHY: 20  A.Okay, I’m just caught up on your comment that
21 Q.And I'm here smplifying it. But in 21 we're burning more fuel. We may not
22 simplifying it, isthat your understanding of 22 physically burn the fuel.
23 how the RSP works? 23 MR. COXWORTHY:
24 MS.LUTZ: 24 Q. No, | know.
25 A.That we-- could you just say what your 25 MS. LUTZ:
Page 166 Page 168
1 assumption is? 1 A.But weprice it asif the fuel had been
2 MR. COXWORTHY: 2 burned.
3 Q. If hydrolic ends up -- Hydro’'s hydralic. 3 MR. COXWORTHY:
4 MS. LUTZ: 4 Q. Asif thefuel has been burned?
5 A.Yes 5 MS. LUTZ:
6 MR. COXWORTHY: 6 A.That'sright, inthe RSPrules.
7 Q. Let'sleaveout Exploits. | know it's lumped 7 MR. COXWORTHY:
8 in herein this Appendix C, but that’s not how 8 Q. Andso whether thefuel hasbeen burned or
9 it worksin the RsP. Would you agree? 9 not, the customers will have to pay or
10 MS.LUTZ: 10 there'll be a balance created in the RSP that
11  A.That hydrolicright here isjust Exploits 11 may end up being a negative balance, depending
12 hydrolic. It'snot total. 12 on how all the other factors in the RsPwork
13 MR. COXWORTHY: 13 out, but that’s a negative for the customer,
14 Q. I’'msorry, in Appendix C? 14 isn't it, whenthe RSP indicates that a
15 MS.LUTZ: 15 balance is created on the basis that fuel had
16 A. | believe so. 16 to beburned at Holyrood, whether it was
17 MR. COXWORTHY: 17 burned or not? That's a negative for
18 Q. You may be right. What | looked at at 18 customers, would you agree?
19 footnote, it includes Nalcor, Grand Falls, 19 MS.LUTZ:
20 Bishops Fallsand Buchans. Sois that just 20 A.lt'sa--wdll, it would be areceivable from
21 Exploitsor is- 21 customersif the hydrolic generation was -- if
22 MS.LUTZ: 22 the hydrolic generation that was actually
23 A. That isExploitsand | believe Star Lake. 23 consumed was less.
24 MR. COXWORTHY: 24 MR. COXWORTHY:
25 Q. Okay. 25 Q. Andisthat risk to customers captured by the
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1 deferral account Schedule 7? 1 MS. GLYNN:
2 MS. LUTZ: 2 Q. Okay. Sotheundertaking is noted.
3 A.lbdlieveitis. 3 MR. COXWORTHY:
4 MR. COXWORTHY:: 4 Q. Thank you.
5 Q. Can youexplan to me? Can youtake me 5 CHAIRMAN:
6 through with an example? Or if not, if that’s 6 Q. I'mhaving a John Efford moment. It's some
7 not afair thing to put to the panel, could | 7 tangly.
8 have an undertaking for an example that shows 8 MR. COXWORTHY:
9 how the customer would be protected under that 9 Q Youll beglad to hear, as|’m sure will be
10 deferral account asit’s currently worded? 10 the panel, that I’ m finished with this line of
11 MS.LUTZ: 11 questioning, Mr. Chair.
12 A.Wecan certainly takethat undertaking, but 12 MS. GLYNN:
13 the costs-- soit'sa net -- the way that 13 Q. I’'mgoing to make asuggestion that once we
14 calculation works, so we have al of the costs 14 have the undertaking list provided tomorrow we
15 associated with the various power purchases 15 can have -
16 and then we have-- we say, okay, we would 16 MR. COXWORTHY:
17 have burned X amount of fuel at Holyrood, so 17 Q. A review.
18 we deduct that from it, and that’ s priced the 18 MS. GLYNN:
19 same way asit would bein the RSP. 19 Q. Yeah, to make surethat we are al perfectly -
20 MR. COXWORTHY: 20 MR. COXWORTHY:
21 Q. Absolutely, but again, but you've aready 21 Q. Thank you.
22 indicated that the fuel may not have actually 22 CHAIRMAN:
23 been burned at Holyrood. 23 Q. Ohyes, we'regoing to have areview.
24 MS.LUTZ: 24 MR. COXWORTHY:
25 A.Right, so- 25 Q. I'msurethat’s awise suggestion. Thank you,
Page 170 Page 172
1 MR. COXWORTHY: 1 Ms. Glynn. 1 think | just have afew more, |
2 Q. Sohow arethe customers protected against 2 believe short questions.
3 that scenario wherethe formulais derived 3 CHAIRMAN:
4 based on burning at Holyrood but the burning 4 Q. Great sense of relief.
5 doesn’t occur? 5 MR. COXWORTHY:
6 MS.LUTZ: 6 Q.lcanhear thesighs, Mr. Chair, thank you.
7 A.So asyou mentioned, itis a complicated 7 Going back to PUB-NLH-228 and the charging in
8 calculation, so | think it is better if we 8 of leadership time. With the changes that
9 work through some scenarios and present it 9 have occurred just very recently now with Mr.
10 back. I think that would be most appropriate. 10 Maclsaac being appointed as president of
11 MR. COXWORTHY: 11 Hydro, | understand, although | don’t think
12 Q.| think there’'s been enough explication. | 12 it'sbeen fleshed out, that there might be
13 don’'t know if Ms. Glynnis-- do | need to go 13 other changes, either that have happened or
14 through that for the undertaking or do you 14 are contemplated to flow out of that. Does
15 think there's a sufficient undertaking 15 that change any of the forecast Nalcor
16 information there? 16 leadership time for 20157 Well, perhaps not
17 MS. GLYNN: 17 2015, we're late in 2015 already, but for
18 Q. If the parties are sufficiently clear on what 18 20167
19 they need to provide. 19 MS. RUSSELL:
20 MR. COXWORTHY: 20 A. For thetest year purposes, we aren’t planning
21 Q. I'msatisfied that they are. 21 on changing anything in thetest year with
22 MS. RUSSELL: 22 respect to that.
23 A. | think we know, yeah. 23 MR. COXWORTHY:
24 MR. COXWORTHY: 24 Q.Andinreationto-- and thiswasacomment
25 Q.| just want to make suretherecord isclear. 25 you made, Ms. Russell. | think you may have
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1 made it more than once, but in your evidence 1 MS. RUSSELL:

2 yesterday, November 17th -- | don’t think it’'s 2 A Alot of different changes versusjust one.

3 necessary to turn to it, November 17th at page 3 MR. COXWORTHY:

4 196, line 17 -- that Hydro’ s position was that 4 Q. Thank you, Ms. Russell. Thank you, Mr.
5 ROES, return on equity, are typically dealt 5 Pelley, Ms. Lutz. | have no further

6 with in aGRA and thiswas in the context of 6 questions.

7 the suggestion that perhapsif Newfoundland 7 CHAIRMAN:

8 Power’'s ROE were to change after this 8 Q. You'refinished?

9 proceeding is over that perhaps we shouldn’t 9 MR. COXWORTHY:
10 wait until another Hydro GRA to change the 10 Q. lam.
11 ROE, but have an adjustment in the middle. 11 CHAIRMAN:
12 Would you agree that one of the rationales or 12 Q. Oh, okay. Mr. O'Reilly?
13 maybe the only rationale, | would put to you, 13 CROSS=EXAMINATION BY THOMASO'REILLY, Q.C.
14 for dealing with an ROE typically in the past 14 O'REILLY, Q.C.
15 ina GRA wasthe need for Hydroto bring 15 Q. Thank you, Mr. Chairman. My nameis Tom
16 evidence forward to justify a particular ROE? 16 O'Reilly and I'm the -- represent the
17 MS. RUSSELL: 17 interests of Vale Newfoundland in this GRA. |
18 A.Sol agreeonthat. | think | also said that 18 just have afew questions for you. One of the
19 if therewas another -- the other, | think, 19 problems with being closeto the end is that
20 point that was put forward that changing it 20 there' stwo risks that you face. Oneisthat
21 after -- like once Newfoundland Power had gone |21 alot of the questions get asked before. The
22 through its GRA, whatever, an adjustment may 22 other one isthose that did ask before,
23 come out of theirs, that that was also 23 there' sarisk that you might forget what the
24 reasonable. | would agree that’s areasonable 24 answerswere. So, forgive meif | transgress
25 - 25 on the second one.

Page 174 Page 176

1 MR. COXWORTHY: 1 But | want to go back to the Schedule 7

2 Q. So it's asreasonable, but is there any 2 of your finance evidencethat Mr. Coxworthy
3 reasonable reason at all to leaveit to aGRA 3 spent some timewith and at therisk -- |

4 if there’sno need to call evidence on what 4 thought | sort of had a handle on that and I’'m
5 the - 5 sorry if I'm wading back in it, but my

6 MS. RUSSELL: 6 simplistic view of thisis that one of the

7 A . Wdl, that wasjust - 7 components of the power purchase arrangement
8 MR. COXWORTHY: 8 that Hydro has with Exploits isthat it's

9 Q.- noneedfor Hydro to call evidence on what - 9 assuming itslow end cost of four cents?
10 MS. RUSSELL: 10 Isn't that correct?

11 A - typicaly as again GRAS, ROES would be 11 MS. RUSSELL:

12 discussed here. That’sthe only reason for 12 A. Correct.

13 it. 13 O'REILLY, Q.C.:

14 MR. COXWORTHY: 14 Q. Okay. But there'sno assurance built around
15 Q. But wouldyou agreein the pastthat the 15 that, that that's -- that amount is going to

16 reason for that is because it was necessary to 16 last for any period of time? Itcan be

17 call evidence to provethe ROE or to support 17 changed without -- there's no contract
18 the ROE that was being sought? 18 governing it? It'snot a protected price, in

19 MS. RUSSELL: 19 other words, isit?

20 A.Wadll, yes, usualy there's evidence and 20 MS. RUSSELL:

21 usually, as in other matters, sometimesthe 21 A. Onthefour cents?

22 Board may want tolook at any other changes 22 O'REILLY, Q.C.

23 al at the sametime. 23  Q.Yes

24 MR. COXWORTHY: 24 MS. RUSSELL:

25 Q. That'sfair. 25  A.Thereisup until -- thereis an oc up until
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1 the middle of next year. 1 Q. Yes inprice and it seemslike there’ sno -
2 O'REILLY, Q.C: 2 MS RUSSELL:
3 Q. Upuntil - 3 A.Sothat would be captured inthe deferral
4 MS. RUSSELL: 4 account, but Hydro doesn’t anticipate there to
5 A. That doeskeep it at the four cents. 5 be any changes.
6 O'REILLY,Q.C. 6 O'REILLY,Q.C.
7 Q. After that, there' s nothing after that? 7 Q. Yeah, but there's no assurance. Unlike a
8 MS. RUSSELL: 8 power purchase contract say from Corner Brook
9 A.Not at that -- not at thistime, no. 9 Pulp and Paper where we know if certain
10 O'REILLY, Q.C.: 10 volumes or aminimums that are taken, you know
11 Q. Okay, al right. Andit's intended if -- so 11 what you' re going to have to pay for.
12 after the end of -- after the middle of next 12 MS. RUSSELL:
13 year, looking at it from wherewe are here, 13 A.Yes
14 there are two risks associated with the 14 O'REILLY, Q.C.:
15 amount, the cost of Exploits power. There's 15 Q. Or from Vale, they have an account as well.
16 one on volume, how much you take. 16 MS. RUSSELL:
17 MS. RUSSELL: 17  A.Yes
18  A.Um-hm. 18 O'REILLY, Q.C.
19 O'REILLY, Q.C. 19 Q. But that assurance -
20 Q. And there’ s another -- there would be another 20 MS. RUSSELL:
21 risk on how much you have to pay for it? 21 A.Uptotheend of 2016 iswhat’s -
22 MS. RUSSELL: 22 O'REILLY, QC.
23 A. Correct. 23 Q. It'snot there?
24 O'REILLY, Q.C. 24 MS. RUSSELL:
25 Q. Okay. Fortheworking -- for the purpose of 25  A.Only up 'til the --1 guessthe middle of
Page 178 Page 180
1 working of the formulain Schedule 7, should 1 2016.
2 that not be capped? Should there be not some 2 O'REILLY, Q.C:
3 addition -- and | don’t know -- I’m suggesting 3 Q. Only up until the end of June?
4 the problem that | see, but | don't seeit 4 MS. RUSSELL:
5 addressed here. Should there be some, like a 5 A. Correct.
6 capping mechanism putin there that it's 6 O'REILLY, Q.C.
7 assumed that thisis only work up until -- in 7 Q.Okay. So | guess, | revert to my question,
8 other words, the $500,000 won't get influenced 8 should this be something that should be
9 by any amount over four cents? 9 reflected in the formula? | mean, it’s based
10 MS. RUSSELL: 10 on the assumption that it's going to be four
11 A.Sol think, I'd haveto -- again, a this 11 cents to power, but there’ sno assuranceit’s
12 point in time, the four centsis up to 2016. 12 going to remain at four cents.
13 O'REILLY, Q.C: 13 MS.LUTZ:
14 Q. Yes 14 A Let's justsay that it doubled, just for
15 MS. RUSSELL: 15 argument sake.
16 A. Andwe'll be looking to transfer the assets 16 O'REILLY, Q.C.:
17 into Hydro. We didn’t anticipate any change, 17 Q. Pardon me?
18 but Mr. Henderson, | think, gave some 18 MS. LUTZ:
19 testimony on that. 19 A Let'sjust say that it doubled, for argument
20 O'REILLY, Q.C.: 20 sake.
21  Q.Butam I inventing a problem or do you see 21 O'REILLY, Q.C.
22 there's - 22 Q. Okay.
23 MS. RUSSELL: 23 MS.LUTZ:
24 A.You'reasking about changes in the price? 24 A. That would be captured in this account because
25 O'REILLY, Q.C.: 25 -- because of the mechanics.
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1 O'REILLY, Q.C. 1 MS. RUSSELL:
2 Q.Yes, but it would get passed along 2 A ltwould bechangesin pricethat would go
3 automatically without any interim review. 3 through as well.
4 MS.LUTZ: 4 O'REILLY, QC.
5 A.That'sthe- 5 Q. Okay. And mercifully, I’'m going to leave that
6 O'REILLY, Q.C. 6 subject now. Tell me, anybody on your panel,
7 Q. ltwould gointo the $500,000 threshold. It 7 do you have anybody here, any members of the
8 would count along with the volume - 8 panel have any financial responsibility for
9 MS. RUSSELL: 9 contract administration, oversight or -- |
10 A.Itwould go into the thing because it would be 10 know you don’'t administer contracts, but do
11 considered, yes, like one of the prices is 11 you haveany oversight over the financial
12 price volume. 12 aspects of contract administration?
13 O'REILLY, Q.C: 13 MS. RUSSELL:
14 Q. Yes. Whereas with the other power purchase 14 A With-
15 contracts, the ones that would affect the 15 O'REILLY, Q.C.:
16 $500,000 threshold relate to the volume, not 16 Q. Cost to budget and -
17 to the price? 17 MS. RUSSELL:
18 MS. RUSSELL: 18  A. What types of contracts?
19 A. Theother onesthat are in there? 19 O'REILLY, Q.C.:
20 O'REILLY, Q.C. 20 Q. Yesh.
21 Q. Yes. 21 MS. RUSSELL:
22 MS. RUSSELL: 22 A. Likewhat kind of contract?
23 A.l don't think al of them relate - 23 O'REILLY, Q.C.:
24 O'REILLY, Q.C.: 24 Q. Wadll, say forthediesdl, thelease of the
25 Q. Wdll, I'm thinking -- excuse me, Corner Brook 25 diesdl, that sort of thing. What would be
Page 182 Page 184
1 Pulp and Paper and Vale, their prices are 1 your -
2 fixed. It'sonly the -- the only amount, the 2 MS. RUSSELL:
3 variance would be the amount that was taken, 3 A When there’'sacontract, like for example with
4 the volume that was taken. 4 the diesel?
5 MS, RUSSELL: 5 O'REILLY, Q.C.
6 A.Okay. Soyou're-- so, sorry, your question 6 Q. Yeah, well, theexisting contracts that you
7 is? 7 have for the diesdl, for the black start, for
8 O'REILLY, Q.C: 8 example.
9 Q. I'msayingistherennot something that needs 9 MS. RUSSELL:
10 to betied off here to cover the possibility 10 A.Sowedo a-- thereisadue diligence process
11 that the rate of four centswill increase or 11 that goes in the company where even if the
12 change in some fashion after the end of June, 12 contract wasn't specifically in your group,
13 without therisk of this being automatically 13 like your group wasn't necessarily part,
14 passed along to the rate payer without any - 14 directly part of that contract, there would be
15 MS. RUSSELL: 15 ateam of peoplelikelegal, finance. If it
16 A. Waéll, the nature of the deferral account would 16 impacted -- and there’'s a group that
17 be to have the price go in and any changesto 17 administers the due diligence process and they
18 the priceislike - 18 would have -- there'd beafinance person.
19 O'REILLY, Q.C. 19 There’d be alegal person. Depending on what
20 Q. Along with changesin volume. 20 the contract is, they would bring in other
21 MS. RUSSELL: 21 people as required and there'd be a list of
22 A.Correct, asif they’'relike diesel or any of 22 people and thenthey would circulate the
23 the other, the CT fuel or anything else. 23 contract for -- they would circulate for
24 O'REILLY, Q.C. 24 review and any commentary, only as it would
25 Q. Allright. 25 relate to your area.
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Page 185 Page 187

1 O'REILLY, Q.C.: 1 Q. Butthere would be some financia oversight

2 Q. Yeah. Therearerealy two aspectsand oneis 2 for the administration of the contract

3 the decision to enter into the contract and 3 provided by finance?

4 what the terms and conditions are going to be, 4 MS.LUTZ:

5 and the second thing is after you' ve entered 5 A.Right. So let's say that the contract

6 into the contract, thereis the carrying out 6 provided for say it was two million dollarsin

7 of the work and there’s a monitoring to make 7 lease expenses for ayear, for example, and it

8 sure it complies with the terms and conditions 8 camein at three million dollars, then we'd be

9 that you’' ve agreed to enter into, right? 9 highlighting variances and understanding what
10 MS. RUSSELL: 10 those reasons were and so on.
11 A.Um-hm. 11 O'REILLY, Q.C.:
12 O'REILLY, Q.C. 12 Q. And that would fall under your responsibility?
13 Q. Andisitinthe-- soyou havearolein -- 13 MS.LUTZ:
14 somebody therewould have arole in both 14 A. Wewould -- and then we would communicate that
15 aspects of this? And I'm moreinterested in 15 up through management to the leadership team
16 the administration part of it, the ongoing 16 and so on.
17 adherence to terms and conditions and so on. 17 O'REILLY, Q.C.:
18 Would you have -- anybody have 18 Q. Okay. Canwe go to the evidence, let me see,
19 responsibilities for that? 19 page 3.21, yeah, Table3.1? And you'll see
20 MS. LUTZ: 20 here the third iteminthat table, Holyrood
21  A. So some of the -- like some of the contracts 21 black start diesel. There's the opening
22 that you probably -- you mentioned the diesel 22 balance at December 31st, 2014, 3.6 million
23 lease. 23 and then there are additions of 1.6 million.
24 O'REILLY, Q.C. 24 What is the addition?
25 Q. Yeah, yeah, for as an example. 25 MS.LUTZ:

Page 186 Page 188

1 MS.LUTZ: 1 A That'sthe cost for the lease of the diesels

2 A.That would beadministered by someone in 2 during 2015.

3 operations. 3 O'REILLY, Q.C:

4 O'REILLY, Q.C: 4 Q. During 2015?

5 Q.Yeah. 5 MS.LUTZ:

6 MS.LUTZ: 6 A.Yes

7 A. Sothe specifics of the contract would be 7 O'REILLY, Q.C:

8 administered by them and monitored through, as 8 Q. Okay.

9 we' ve mentioned, variance analysis and so on 9 MS.LUTZ:
10 through the finance department. 10 A. That'stheforecast that was put in the test
11 O'REILLY, Q.C. 11 year.
12 Q. Right. 12 O'REILLY, Q.C.:
13 MS. LUTZ: 13 Q. Allright. Andif we goto page 3.29, the
14 A .Wewouldn't be actually administering every 14 fourth bullet, "Hydro is proposing the
15 single contract. 15 approval of thefollowing: to include in
16 O'REILLY, Q.C.: 16 revenue requirement the amortization of costs
17 Q. Okay. All right. Youwouldn't be? 17 associated with the black start generating
18 (12:30 p.m.) 18 unitsin Holyrood of 3.6in 2014 and 1.6in
19 MS.LUTZ: 19 2015 and that the amortization will be based
20  A.Wewouldn't be, no. 20 on afive-year period." Isthat correct?
21 O'REILLY, QC: 21 MS.LUTZ:
22 Q. No, no. 22 A.That'scorrect.
23 MS.LUTZ: 23 O'REILLY, QC.
24  A. But someonein -- someone - 24 Q. That'scorrect, okay. Now it'sthe rental
25 O'REILLY, Q.C.: 25 costsfor 2015 then is 1.6? Isthat -
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1 MS.LUTZ: 1 subject now. 1"'m going to move to talk about
2 A. Theamount that'sin the test year was 1.6. 2 the maintenance of the transformers and
3 O'REILLY, Q.C: 3 breakers. | want to have something about that
4 Q. 16, okay. So if -- andI've read the 4 now. So | want to direct you to page three of
5 discussion about the use of these, why these 5 three. It saysthe work planned -- "the work
6 were brought in asan interim measure until 6 plan for 2015 is estimated to be $763,000 for
7 the CT got up. | don’t want to go through 40 7 air blast circuit breaker and transformer
8 pages of transcript which | read last night. 8 maintenance. These costs exclude labour costs
9 But as | understand it, if Hydro had returned 9 associated with travel to and from the site,
10 these diesels before theend of July last 10 vehicle rental and incrementals.” So the
11 year, would that mean that apart of -- it 11 costs, the work plan for 2015 is $763,000 on
12 would have been returned, that we wouldn’t be 12 these -- for transformers and breaker
13 looking at this. The decision not to return 13 maintenance, correct?
14 it has now influenced the fact that there’s an 14 MS.LUTZ:
15 amount included inthe deferred charges of 15 A. That'swhat it says here.
16 1.6, but that had they decided to return them, 16 O'REILLY, Q.C.:
17 that would not be there? 17 Q. That'sis what they're saying there, right.
18 MS. LUTZ: 18 Now can we go, and just keep your finger on
19 A. The 1.6 isthe lease to June 30th of 2015. 19 that, | can't do that with the computer but |
20 O'REILLY, Q.C.: 20 wanted to go and look at the amended evidence
21 Q. Butif they had returned them, you wouldn’'t be 21 at page 3.23, lines, under "extraordinary
22 leasing them any more, | presume, so the cost 22 repairs' there, it says, "On May 2015, the
23 would -- the cost would drop off when you 23 Board issued aninterim report" and so on,
24 returned the lease? 24 "Hydro recognized"--the next sentence, "Hydro
25 MS. LUTZ: 25 recognized that although"--this isline 9,
Page 190 Page 192
1 A lfwehadn't - 1 "that although there will be an increasein
2 O'REILLY, Q.C: 2 future preventative and corrective
3 Q. For theunits. 3 maintenance, the full 1.2 million will not be
4 MS.LUTZ: 4 arecurring annual expense. Hydro proposes
5 A.If wehadn't beenleasing them, wewouldn’t 5 that the 1.2 million to be deferred and
6 have the cost. 6 amortized over a 5 year period and that the
7 O'REILLY, Q.C:: 7 unamortized balances be included in the rate
8 Q. Youwouldn't have to do that, correct? 8 base. Deferring these costs'--so they're
9 MS.LUTZ: 9 referring here to the 1.2 million, in line 8,
10 A. That'scorrect. 10 "The action items included work required to be
11 O'REILLY, Q.C. 11 completed totalling 1.2 million in 2015
12 Q. Okay. So did-- yeah. Isthe onemillion 12 related to air blast circuit breakers and
13 dollar a year amortization includedin the 13 transformers.” So how do I--can you reconcile
14 proposed amended GRA test year cost of 14 the 763 tothe 1.2? The 7.63 in Table -
15 service, that amount? 15 MS. RUSSELL:
16 MS.LUTZ: 16  A. My understanding is that the RFI reflects the
17 A. The amortization? 17 latest estimate of the cost.
18 O'REILLY, Q.C. 18 O'REILLY, Q.C.
19 Q.Yeah 19 Q. Sorry?
20 MS.LUTZ: 20 MS. RUSSELL:
21 A.Yes itis 21 A.My understanding is that the RFI response
22 O'REILLY, Q.C.: 22 refers to that same work and it reflects, when
23 Q.ltis. Now, | wantto -- can we go to the RFI 23 we put in the evidence we had estimated 1.2,
24 VALE-089, Revision 1? I'm going to refer to 24 the RFI has indicated that the costs that are
25 another subject. 1I'm moving to another 25 anticipated for ' 15 were 763,000.
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Page 193 Page 195
1 O'REILLY, Q.C.: 1 that therewas estimated to be an annud
2 Q. Sothis isan updated, inother words, the 2 amount related to the particular piece of work
3 information contained in the RFI was not up to 3 estimated when we did the application to cost
4 date, the costing information was not up to 4 1.2 million and the RFI provided an updated
5 date, isthat what you' re saying? 5 amount of 763,000.
6 MS. RUSSELL: 6 MS, RUSSELL:
7  A. Theopposite way. 7 A.Andjustto addto that, | believe what the
8 MS.LUTZ: 8 change may have been was due to estimates, as
9 A. Theopposite. 9 we said, of the cost for contractors and just
10 O'REILLY, Q.C. 10 the changes when the work actually got done,
11 Q. Oh, the oppositeway, al right, okay. So 11 it was lower than what was originally, because
12 it'sthe newer, the newer--it'sthe lesser 12 of the difference in the timing of the
13 cost that we're talking about here to do what 13 estimate versus the actual work, so | think it
14 was originally planned to cost 1.2 million? 14 has to dowith more the contractor cost
15 MS. LUTZ: 15 potentially than the length of time.
16 A. That'smy understanding. 16 O'REILLY, Q.C.
17 O'REILLY, Q.C.: 17 Q. Now still with the same RFI, 089, Tables 1 and
18 Q. Okay. Will it now mean that this waswork 18 2 show that, | think if you just look at them
19 that was planned to be done over afive-year 19 there, for Table 1 deals with transformers,
20 period, again this isline 13 at page 3.23, 20 this is maintenance cost for the transformers,
21 deferring these costs from amortizing over a 21 and Table 2 is maintenance cost for air blast
22 five-year period rather thanincluding the 22 circuit breakers. Between the two, it looks
23 1.2, will that, will this mean now that the 23 like there were 19 extra transformers and 20
24 work that originally was scheduled to take 1.2 24 extraair blast circuit breakers maintained in
25 million dollar work, estimated, now 763,000, 25 2014, in addition to the planned ones, is that
Page 194 Page 196
1 can be done in alesser period of timethan 1 afair interpretation?
2 five years? 2 MS. LUTZ:
3 MS.LUTZ: 3 A. Canyou just repeat the numbers?
4 A lt'snot, I'd justliketo clarify, | don't 4 O'REILLY, Q.C.
5 think it'sintended to say that the work is 5 Q.lsayitlookstome,if | read Tables1 and
6 going to take five years, just that - 6 2, it seems that in the case of the
7 O'REILLY, Q.C:: 7 transformers on Table 1, that 19 extra
8 Q. It'sgoing to be amortized. 8 transformers were maintained in 2014 over and
9 MS.LUTZ: 9 above the ones that had been planned to have
10 A. Amortized over five years, cost to be incurred 10 been done, in other words, there’ s a bit of a
11 - 11 catch up going on here.
12 O'REILLY, Q.C: 12 MS.LUTZ:
13 Q. Amortized, so | shouldn’t interpret that, | 13  A. Yes, thistable doesindicate that.
14 shouldn’'t interpret the amortization period 14 O'REILLY, Q.C.
15 equals the period of time for doing, 15 Q. Andinthe case of, on Table 2, in the case of
16 completing the work? 16 the air blast circuit breakers, there were 20
17 MS. LUTZ: 17 donein 2014, above what had been planned to
18 A.No. 18 originally have been done.
19 O'REILLY, Q.C: 19 MS.LUTZ:
20 Q. Wedll isthere going to be seen that it’' s going 20 A. It appearsthat way.
21 to cost less, does that mean that it will take 21 O'REILLY, Q.C.:
22 |ess time to do the work? 22 Q. Andthe onesthat, these extras, the 20, the
23 MS.LUTZ: 23 19 and the 20 were onesthat originally had
24 A.l couldn’t comment on how muchtimeitwould |24 been planned to be done between 2010 and 20137
25 taketo dothework, but the intention was 25 MS. LUTZ:

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

Page 193 - Page 196




November 18, 2015

Multi-Page™

Page 197 Page 199
1 A. The specificsis probably not aquestion | can 1 Q. Andis that also appropriate to ask for an
2 answer in terms of the execution of the work. 2 undertaking?
3 O'REILLY, Q.C: 3 MS.GLYNN:
4 Q.| don't think I’'m leading you astray by 4 Q. Noted on the record.
5 telling you that was the impression | got form 5 O'REILLY, Q.C.
6 the evidence that was given by previous 6 Q. Okay, thank you very much. Now, the testimony
7 panels. 7 from the panel isthat--1 wantto talk now
8 MS.LUTZ: 8 about the cT, Holyrood CT being included in
9 A.No, fair enough, | don't want to comment on 9 the 2015 test year, okay, just to get uson
10 the execution of the work. 10 the same volume anyway. So the panel has
11 O'REILLY, Q.C.: 1 testified that the CT costs were included in
12 Q. No, okay, fair enough. 12 the test rate base for the 2015 test year, is
13 MS.LUTZ: 13 that correct, and it was done, this was when
14  A. But thistable doesindicate there was catch 14 it was prepared, it was included in that.
15 up, yes. 15 MS.LUTZ:
16 O'REILLY, Q.C.: 16  A. Yes, that'scorrect.
17 Q. But assuming that that’s correct, let’s assume 17 O'REILLY, Q.C.:
18 that that’ s correct, let’s assume that those 18 Q. Okay, and it was based on the assumption that
19 additional 19 and 20 transformersand air 19 the cT would bein service by the year end
20 blast, donein 2014, were originaly planned 20 2014.
21 to have been done between 2010 and 2013, 21 MS.LUTZ:
22 assuming the Board acceptsthat that isthe 22 A.That'scorrect.
23 evidence beforeit that they have. Canyou 23 O'REILLY, Q.C.
24 tell mehas Hydro included this catch up 24 Q.Okay. Soif thepurchaseand instalation
25 maintenance costs in the 2014 revenue 25 contract had contained a completion datein
Page 198 Page 200
1 deficiency deferral application for 45.9 1 late 2015, not 2014, when you prepared your
2 million dollars, can you tell me that? 2 application, would the CT have been included
3 MS.LUTZ: 3 in the 2015 rate base?
4  A.I'd haveto confirm that. 4 MS.LUTZ:
5 O'REILLY, Q.C. 5 A. Couldyou say it again?
6 Q. Canyoudothat? Will you do that? 6 O'REILLY, Q.C.:
7 MS. LUTZ: 7 Q.| say if the purchase and installation
8 A Yes 8 contract for the CT had contained a completion
9 O'REILLY, Q.C: 9 datein, say, late January of 2015, not the
10 Q. I'll take that as an undertaking. 10 end of the year, would it have been included--
11 MS. GLYNN: 11 would you have included them in the 2015 year,
12 Q. Noted on the record. 12 test year rate base? In other words, when it
13 O'REILLY, Q.C. 13 was prepared it was on the assumption it was
14 Q. A further question on this, before | leaveit, 14 going to bein operation for that year, 2015.
15 how much of the 763,000 dollars has been 15 It wasn't, but if the contract that you had
16 included in the 60 million dollar 2015 revenue 16 entered into provided for a completion datein
17 deficiency application, can you tell me that 17 2015, would you gtill have included the CT, in
18 or isthat something you want to - 18 the 2015 year rate base?
19 MS. LUTZ: 19 (12:45 p.m.)
20 A. | don't have that information. 20 MS.LUTZ:
21 O'REILLY, Q.C: 21  A. Soare you asking me if we had anticipated
22 Q. Canyoudo that? 22 that the CT -
23 MS.LUTZ: 23 O'REILLY, QC.
24  A.Yes 24 Q. Wdl if the contract said--well, okay,
25 O'REILLY, Q.C.: 25 anticipation, fine.
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Page 201 Page 203
1 MS.LUTZ: 1 or isthere any documentation related to when
2 A.Soif thecrT,if we had anticipated that the 2 Hydro wasfirst aware, first became aware that
3 CT would not bein service at the end of 2015? 3 the CcT would not be in operation by the end of
4 O'REILLY, QC. 4 2014?
5 Q. Right. 5 MS. RUSSELL:
6 O'REILLY, Q.C. 6 A.So ldon't know also if there'sbeen any
7 Q. Would we have included it in our rate base? 7 testimony from Mr. Maclsaac on that from the
8 O'REILLY, Q.C:: 8 prudence when he was on the stand.
9 Q. Right. 9 O'REILLY, Q.C:
10 MS. LUTZ: 10 Q. AndI’m not aware of any.
11 A.l don’t think so. 11 MS. RUSSELL:
12 O'REILLY, Q.C.: 12 A. Hewould have been the one who could tell you
13 Q. Youwould not have doneit and that’s the 13 more about timelines, but we can check.
14 reason you backed it out of the deficiency, 14 O'REILLY, Q.C.
15 the 2014 deficiency, isn’t it? 15 Q. Buttothe extent, will you check to seeif
16 MS.LUTZ: 16 there is any such documentation?
17 A.2015? 17 MS. RUSSELL:
18 O'REILLY, Q.C. 18  A. Sure.
19 Q. Deficiency. 19 MS. GLYNN:
20 O'REILLY, Q.C. 20 Q. Mr. O'Reilly, I’'m going to note that astwo
21 Q.'15? 21 separate undertakings.
22 O'REILLY, QC. 22 O'REILLY, QC.
23 Q. Yes. 23 Q. Yes, okay, that’sfine, because they may not
24 MS.LUTZ: 24 be--I appreciate the fact that we'reon a
25  A.Yes. 25 little bit of afishing expedition, but we're
Page 202 Page 204
1 O’'REILLY, Q.C. 1 looking for adocument, so that’s fair enough.
2 Q. Right. Now I know that you haveno, you 2 And thirdly, would you look to seeif there's
3 haven’t had any dealings, you've told me, with 3 any documentation related to any penalties
4 the contract itself, the contract for the CT, 4 that might be payable by the contractor for
5 but I'm wondering if youwould be able to 5 failing to meet a December 14th, 2014
6 provide me with any correspondence say between | 6 completion date?
7 the contractor and Hydro, with regards to the 7 MS. LUTZ:
8 December 2014 target completion date. It must 8 A.lcanlook to, we can go and find out.
9 have been at some point anticipated that it 9 O'REILLY, Q.C:
10 was going to be completed in 2014 whenthe GRA |10 Q. That’swhat I’ m trying to, thank you.
11 was prepared, correct? 11 MS. GLYNN:
12 MS. RUSSELL: 12 Q. And that undertaking is noted as well.
13 A.Yes, we would have based that off of, from 13 O'REILLY, Q.C.:
14 operations would tell us on the capita piece. 14 Q. Okay. 1 think, yeah, kind of the last bit of
15 O'REILLY, Q.C.: 15 information that I’m interested in, the GRA
16 Q. Would there beany correspondence that would 16 was permitted, in your testimony, again at the
17 identify that date? 17 amended evidence at page 3.9, 1 don’t know,
18 MS. RUSSELL: 18 this may have been canvassed, but if it is, |
19  A.I'd haveto check for you, like what’ s there. 19 apologizeif I'm going to take you back over
20 O'REILLY, Q.C. 20 it again just very briefly. Page 3.9, lines
21 Q. Andthat’swhat I’'m asking youto do andto 21 11t0 16. So, "In Jduly of 2013 Hydro applied
22 provide me with any materialsin the contract 22 to the Board for rate adjustments to be
23 or any documentation that would show that with |23 effective January 1st, 2014 to reflect these
24 regard to the expected December 2014 24 increases and to enable a reasonable return on
25 completion date, that’s what I’ m looking for, 25 rate base. Hydro acted prudently to request a
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Page 205 Page 207
1 rate adjustment and had a reasonable 1 MR. PELLEY:
2 expectation of arate changein 2014." And | 2 A. Perhapsinteraction withindividualsin the
3 guess what I’'m, you know, I'm looking at this 3 communities or interaction with -
4 process that we're into, it wasfiled in July 4 MS. DAWSON:
5 of 2013, we're now here pretty well two years 5 Q.No, no, justwith respectto your role in
6 plus later and still not there, and this was 6 finance, what’syour level of interaction
7 the first GRA since 2006, right? 7 with, let’s say Mr. Moore on the isolated
8 MS. RUSSELL: 8 communities, from an operational perspective?
9 A.Yes 9 MS.LUTZ:
10 O'REILLY, Q.C. 10 A. From my perspective it would be--did you want
11 Q. Seven years inthe difference and that's 11 to say something?
12 roughly twice the recommended interval for, 12 MS. RUSSELL:
13 between GRASs and your testimony is still that 13 A.I'msorry, | wasjust going to say for Mr.
14 it was a reasonable expectation on the part of 14 Moore, with respect to financial, financial he
15 Hydro, when they filed a GRA, that they were 15 would submit budgets and we would get every
16 going to have ratesin effect by 2014? 16 month variances from his budget with respect
17 MS. RUSSELL: 17 to that, so -
18 A.Whenwefiledin July. 18 MS. DAWSON:
19 O'REILLY, Q.C. 19 Q. Right, which I’ll get into with you a bit, but
20 Q. Whenyou filed. Your evidenceisthat you had 20 other than that, you would just be overseeing
21 areasonable expectation of arate change, 21 on the financial aspect of operations on the
22 notwithstanding what | - 22 Labrador isolated, | assume?
23 MS. RUSSELL: 23 MS. RUSSELL:
24 A.Yes. 24 A.Just thefinancial that we just spoke about.
25 O'REILLY, QC. 25 MS. DAWSON:
Page 206 Page 208
1 Q. Andthat'still your evidence, okay. | think 1 Q. Right, otherwise, would you have any
2 that's probably all, Mr. Chairman. Thank you 2 interaction then with the Nunatsiavut
3 panellists, thank you. 3 Government at all?
4 CHAIRMAN: 4 MS. RUSSELL:
5 Q. Oh, I'msorry, Ms. Dawson, excuse me, beg your 5 A.No, not myself.
6 pardon. 6 MR.PELLEY:
7 MS. DAWSON: 7 A lwouldn't either.
8 Q. I'mdown here quiet asamouse. 8 MS. DAWSON:
9 CHAIRMAN: 9 Q. And Mr. Pelley, from acorporate treasury
10 Q. Istand ashamed of mysdlf or sit, | forgot 10 would you have any interaction with them?
11 you. 11 MR. PELLEY:
12 MS. DAWSON: 12 A.No.
13 Q. Pand, | represent the Nunatsiavut government 13 MS. DAWSON:
14 and | don't think my questions are going to be 14 Q. Unlike your interaction with the Government of
15 long, but they might be, alawyer's famous 15 Newfoundland, | assume you do liaison alittle
16 last words. Just a general question for each 16 bit with the Government of Newfoundland?
17 of you, what isyour interaction or do you 17 MR. PELLEY:
18 have any interaction with, other thanon a 18 A. Absolutely.
19 financial review with the isolated communities 19 MS. DAWSON:
20 in Labrador, I'm assuming you have some 20 Q. But not the Nunatsiavut Government?
21 financial review, which I'll get into probably 21 MR.PELLEY:
22 with Ms. Russell, but other than that, | 22  A.No.
23 assume you don’t have much interaction with 23 MS. DAWSON:
24 the diesel, the isolated--I call them the 24 Q. Okay, and the samewith you, Ms. Russdll,
25 isolated diesel communitiesin Labrador. 25 there wouldn't be any interaction between you
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1 and the Nunatsiavut Government? 1 MS. RUSSELL:
2 MS. RUSSELL: 2 A. Okay, so then there' s the manager of rates and
3 A.l haven't had any to date. 3 regulatory, which is Mr. Fagan.
4 MS. DAWSON: 4 MS. DAWSON:
5 Q. Okay, and the same with you, Ms. Lutz? 5 Q. Okay.
6 MS.LUTZ: 6 MS, RUSSELL:
7  A.Noneto date. 7 A.The manager of regulatory engineering |
8 MS. DAWSON: 8 believe you stated, which is Jennifer
9 Q. Okay. Sol think my focus then will probably 9 Williams, and there’'saso the supply chain,
10 be with Ms. Russell and I'm going to just, | 10 you indicated.
11 was very confused about some of the things 11 MS. DAWSON:
12 that | heard yesterday, but I’'m not confused, 12 Q. Yes
13 | don’t think because of your testimony, it’s 13 MS. RUSSELL:
14 because| really don't understand, | don’t 14  A.And then there's the manager of risks,
15 think, how budgets work, and so I'm alittle 15 controls processes and risks is the last
16 confused about all of that. And you would 16 individual.
17 think that after a couple of months of 17 MS. DAWSON:
18 listening to testimony about how budgets work 18 Q. Okay, so then| also understood you to say
19 that | might have thisfigured out, but | do 19 that, would you be responsible for their
20 not. So | understood and I’m doing this now 20 budgets or would each manager be responsible
21 just so | understand and as by way of example, 21 for their budgets?
22 | understood that five different managers 22 MS. RUSSELL:
23 reported to you, isthat correct? 23 A. Each manager would be responsible and not all
24 MS. RUSSELL: 24 of those managers have budgets but each
25  A. Fivedifferent manages, yes. 25 manager would be responsible for their own
Page 210 Page 212
1 MS. DAWSON: 1 budgets and then | would review them
2 Q. Okay,sol got, and | don’t even want to know 2 afterwards.
3 what this is, the manager of supply chain, 3 MS. DAWSON:
4 that was one | got. 4 Q. Okay, so | takeit then under the manager,
5 MS. RUSSELL: 5 let'ssay of supply chain, that particular
6 A.Yes 6 manager would be looking at what you call, |
7 MS. DAWSON: 7 think, business units underneath him or her?
8 Q. And| read the transcript and | still couldn’t 8 MS. RUSSELL:
9 get them all. Manager of regulatory 9 A. Correct, if therewas a further breakdown of
10 engineering, isthat another? 10 more units that may, depending on the manager
11 MS. RUSSELL: 11 and what operations are underneath him or her.
12 A. Correct, yes. 12 MS. DAWSON:
13 MS. DAWSON: 13 Q. Okay. So then therewas some discussion
14 Q. Manager of finance? 14 between you and Mr. O’Brien, | think maybe Mr.
15 MS. RUSSELL: 15 Johnson about the 2.2 inflation, so then each
16 A. No, it would be the controller. 16 manager or director of each business group
17 MS. DAWSON: 17 then has to make sure that they arewithin
18 Q. Wéll no, I'll getto the controller is next, 18 thisvariation of 2.2, is that right, for
19 so | got threeright, what are the other two 19 their budget, every year? If they're over
20 then? 20 their forecast, they have to--or budget, they
21 MS. RUSSELL: 21 haveto, | guess account for that.
22 A.Sothereisa, let me go back, so you have the 22 MS. RUSSELL:
23 controller, which is Ms. Lutz. 23 A. Provide explanations.
24 MS. DAWSON: 24 MS. DAWSON:
25 Q.| got the controller, yes. 25 Q. And who are they accounting to?
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1 MS. RUSSELL: 1 the year, then it seemsto methat this2.2
2 A. Provide the explanations from the managers? 2 thing is, well it's kind of afiction, it
3 MS. DAWSON: 3 doesn’'t really work or is that unfair for me
4 Q. Yes 4 to -
5 MS. RUSSELL: 5 MS. RUSSELL:
6 A.So they would have to provide it and 6 A.Wdl I think the thing you haveto look at is
7 ultimately, | guess at the end of the day, it 7 the 2.2 is used for the reason to highlight
8 isthe final sign-off on Hydro'sbudget is 8 the variances that may be over, there may be
9 with Mr. Martin. 9 justified reasons why you would be over. As|
10 MS. DAWSON: 10 indicated, somethings were workforce, if
11 Q. Okay, sothey comein and let'ssay, for 11 there was more work that was coming on and
12 example, sothis is somethingthat 1 can 12 you're comparing to last year’s budget, but
13 understand, so let’s say I’ m sitting with Mr. 13 your work plan is, and this is just an
14 Moore and | come in now and my budget islike 14 example, more work than that and you need more
15 5 percent over, way off the 2.2, then | have 15 resourcing or--there could be reasons that are
16 to explain to Mr. Moore or do | explain to Mr. 16 aboveit and that’ s the purpose for using the
17 Henderson or someone else - 17 2.2 to highlight what those are and then it
18 MS. RUSSELL: 18 would be Mr. Moorefirst and then it would
19 A. Areyou reporting to Mr. Moore? 19 work itself up to Mr. Henderson and ultimately
20 MS. DAWSON: 20 Mr. Martin to sign off on whether or not those
21 Q. Yeah, I'm reporting to Mr. Moore. 21 increases were justified to put into the
22 MS. RUSSELL: 22 budget.
23 A.Okay, if you'rereporting to Mr. Moore, so 23 MR. PELLEY:
24 this is just the process, of the budget 24 A.What it comesdown tois for acost category
25 process, so there' sdifferent stepsas you 25 at athe aggregated level, if you've exceeded
Page 214 Page 216
1 move aong the process. So the first process, 1 that target of inflation, it's not always 2.2
2 if you'rereporting to Mr. Moore, then yes, 2 percent, that would vary -
3 Mr. Moore would get his consolidated budget 3 MS. DAWSON:
4 with all his business units and if there were 4 Q.lthinkit's 2.5 now for 2015.
5 any, if you, as you indicated, were higher 5 MR. PELLEY:
6 than 5 percent, then he would, | would think 6 A.Wouldvary, depending on theyear, but the
7 he would want to discuss that with you. Then 7 overarching principle from a management
8 he would have to look at that, | would think 8 perspectiveisif you'regoing to be outside
9 in comparison, he would be looking across all 9 that, there has to be asolid business case
10 the business units, but yes, you would discuss 10 for asto why. Maybeit's system reliability,
11 with him and then he would move it to the next 11 maybe it’s, you know, the need to keep up with
12 step, so it would work its way up. 12 wage growth, something of that nature.
13 MR. PELLEY: 13 MS. DAWSON:
14  A.Sorry, | was going to say it may be helpful 14 Q. Sothe reasonablenessthenis determined by
15 when you're thinking about there's some 15 Mr. Henderson, | understood of the variance?
16 aggregation happening there as well. 16 MS. RUSSELL:
17 MS. DAWSON: 17 A. Thereasonable of if there’'s avariance that
18 Q. No, no, | got that, but it’s the aggregation | 18 goesin and is put forward in the budget, yes,
19 guessthat I’'m concerned about. If thereis 19 it would be, but ultimately Mr.--he would then
20 thislevel of review with respect to 2.2 and 20 present to Mr. Martin who would -
21 the variances, then how do | get to some of 21 MS. DAWSON:
22 the figures that Mr. O’ Brien took you through 22 Q.And did | aso understand from you, Mr.
23 with respect to at the end, you know, we have 23 Pelley, that there’ s some linkage between your
24 13 percent over budget, 10 percent over 24 performance bonuses and this 2.2?
25 budget, 18 percent over budget at the end of 25 MR. PELLEY:
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1 A. Not between the 2.2, there’'s multiple linkages 1 Q. Further into the year, that you must realize -
2 with, | guess performance of the company and 2 MS. RUSSELL:
3 the performance of the individual manager and 3 A.So we do forecasting meetings, we have
4 the performance contract and | think the 4 forecasting meetings where any amounts that
5 example | gavewas| own two business units, 5 may exceed the budget would be, would have to
6 so once my budget isapproved, there's a 6 go through that process and be presented to
7 threshold target opportunity if I’m below my 7 Mr. Henderson, any recovery plansand then
8 budget, I'm, | guess things are adjusted 8 they would, and if there was an increase or a
9 accordingly. If I'mabove it, things are 9 change the budget would have to be approved by
10 adjusted accordingly, but then as part of my 10 Mr. Henderson.
11 overal, | guess, performance management 11 MS. DAWSON:
12 contract, there's also an element that’s 12 Q.| guess|’m perplexed at how one gets to sort
13 determined by what happens at the aggregate 13 of the 18 percent or 10 percent or 15 percent
14 level up above. Sothere's two levels of 14 over budget and it seemsto meto be awfully
15 linkage there, but it'snot tied to the 2.5 15 high when you' re running Hydro, that once you
16 percent directly because | may have budgeted 16 get into those sorts of figures that Mr.
17 itemsthat there's abusiness reason that | 17 O'Brien took you though, right, they seemto
18 would be allowed to exceed that and that would 18 be, you seem to be over budget quite alot and
19 become my approved budget. 19 | don’'t quite follow what controlsare in
20 MS. DAWSON: 20 place.
21 Q. Okay, so your performance then islinked to or 21 MS. RUSSELL:
22 your performance evaluation or your bonusesis 22 A.Sol think, as | said making the overal,
23 linked then tothe budget which may not 23 looking at those variances, you can't just
24 necessarily be linked to the 2.2, depending on 24 make a broad statement about--you would have
25 the business case or the business that you're 25 tolook at what exactly those differences,
Page 218 Page 220
1 going to - 1 what comprises that 10 percent to be ableto
2 (1:00 p.m.) 2 then make acomment, it could have been
3 MR. PELLEY: 3 something that came up, like there had been
4 Al think that's afair assessment, yes. 4 different ones, the CT, increases in
5 MS. DAWSON: 5 workforce, there could have been changesin
6 Q. And | guess, Ms. Russal, then if the 6 that, so before you would make--you would have
7 variances then are done on a monthly basis, 7 tolook at theindividual itemsthat were
8 whichiswhat | understood, then as you get 8 causing that increase.
9 into the year, closer and closer asyou get to 9 MS. DAWSON:
10 the end of the year, then you’ re going to know 10 Q. Yeah, you mentioned that yesterday, okay. The
11 whether you' re into some of the higher sort of 11 only other--the deferral account for the
12 overall over budgets that Mr. O’ Brien took you 12 isolated communities, the diesel which | think
13 though, which isclose to, you know, 10 13 isthe Schedule V-1, Schedule 6 and | have a
14 percent, 18 percent, and I’ m trying to figure 14 feeling that I’'m going to ask you a question
15 out what controls are in place other than some 15 that you’ re probably not going to be able to
16 of the ones that you mentioned, other than, | 16 answer, but with respect tothe price of
17 guess it was net income and operating 17 diesel fuel and itsvariation, 1’m assuming
18 expenditures, al that sort of stuff. Are 18 you wouldn’t have any overview or wouldn't be
19 there any other measuresin place? | got from 19 ableto give me any understanding then that
20 you that there were not, other than the ones 20 when Mr. Moore is deciding what diesel
21 that you mentioned. 21 generatorsto use and what kind of fuel, and
22 MS. RUSSELL: 22 well, particularly the diesel generators, you
23 A. Soyour first part of your question wasiif as 23 would have no overview or understanding of
24 you’ re going along you would see that - 24 what type of diesel generators would be used
25 MS. DAWSON: 25 in isolated communities which could save fuel?
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MS. RUSSELL:

A. No.
MS. DAWSON:

Q. Okay. That’sall my questions.
CHAIRMAN:

Q. Okay, | think we'll probably--do you want to

start or should we reconvene until tomorrow?

GREENE, Q.C.:

Q. Mr. Chair, certainly whatever the panel would

© 00 N o ok~ WODN P

10 like. 1 know that | will not finish today.

11 We only have roughly 20 minutes or so |eft.

12 CHAIRMAN:

13 Q.| think probably the best thing to do isto

14 adjourn and we can start--we have to reconvene
15 tomorrow anyway on another matter, so it's
16 just as well to finish it off tomorrow, is

17 that acceptable to everybody?

18 JOHNSON, Q.C.:

19 Q. Yes

20 CHAIRMAN:

21 Q. Becauseif it’'snot, | think it’s going to be
22 too bad for you.

23 (laughter).

24 Upon conclusion at 1:07 p.m.
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1 CERTIFICATE
2 1, Judy Moss, hereby certify that the foregoing isatrue
3 and correct transcript of a hearing in the matter of
4 Newfoundland and Labrador Hydro's Genera Rate
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