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1 SEPTEMBER 14, 2015 1 arerequired which couldn’t occur over the
2 (9:23am.) 2 weekend, and thatis in relation to the
3 CHAIRMAN: 3 performance contract with Mr. Martin because
4 Q. Good morning, everybody. | think before you 4 that’s with the Nalcor Board and those
5 proceed there are some preliminary matters 5 opportunitiesweren't availabletous. The
6 which our solicitor wishes to address. 6 rest of them we do have and are pleased to do
7 MS.GLYNN: 7 so, and this panel, I think, is probably
8 Q. Thank you, Mr. Chair. In my opening 8 better able at this point to summarize those
9 statement, | did refer to the Settlement 9 for the parties and to make sure they’'re
10 Agreement and we entered that into the record 10 distributed correctly.
11 as Information 1. | should have also entered 11 CHAIRMAN:
12 correspondence from Innu Nation regarding that 12 Q. So we'renow ready - | beg your pardon.
13 Settlement Agreement, and that will be 13 What’ s wrong with me? | don’'t know.
14 labelled as Information 2. There'salso a 14 MS. PENNELL:
15 document from Mr. Dumaresque that will be used 15 Q. You'rejust really eager thismorningon a
16 in cross-examination this morning that's 16 Monday.
17 aready been distributed to the parties and 17 CHAIRMAN:
18 the Commissioners. We'll enter that as 18 Q. Yeah, that’sme, I'm noted for my eagerness.
19 Information Item 3. Mr. Chair, | understand 19 MS. PENNELL:
20 that Hydro has undertakings which they wish to 20 Q. Thefirst document that we have isnhot an
21 present to the Board. 21 official undertaking on thelist, but it wasa
22 CHAIRMAN: 22 request by Mr. Dumaresgue for the executive
23 Q. Okay,sol think now we'reready - isthere 23 compensation for the Nalcor Executive for 2013
24 anything else, any other preliminary - 24 and 2014.
25 MS. GLYNN: 25 MS. GLYNN:
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1 Q. Hydroisgoing to enter the undertakings. 1 Q. Well enter that document as Information 4.
2 CHAIRMAN: 2 MS. PENNELL:
3 Q. Oh, okay, I'm sorry, yes. 3 Q. Thenext two documentsthat we have would
4 MR. YOUNG: 4 actually satisfy undertaking number 2 and that
5 Q. Thank you, Mr. Chair. Yes, we have- asyou 5 is the compl ete performance contracts for Mr.
6 can see infront of Ms. Pennell, we havea 6 Henderson for 2013 and 2014. Satisfying
7 fairly large stack of documentation that was 7 undertaking number 3 and 7 are the performance
8 prepared since we adjourned on Friday. | 8 contracts for employees of Hydro and the Hydro
9 don’'t think it would have been possible to 9 leadership team for 2013 and 2014. For
10 have done this much work if it wasn’t for the 10 undertaking number 5, it is the percentage of
11 weekend, and alot of this wasin the nature 11 the performance contracts for 2014 related to
12 of RFIs, and sort of echoing back to the point 12 reliability and asset management. Undertaking
13 | made a few days ago, itis preferable for 13 number 6, the performance targets along with
14 these kinds of requeststo come asRFIs. We 14 actual resultsfor Hydro for 2012, 2013, and
15 understand that they arise during the course 15 2014, and the targets for 2015. Our last one,
16 of ahearing and were undertakings, however, 16 undertaking number 4, the budget guidelines
17 it's putting the Applicant to some trouble to 17 for 2013, 2014, and 2015.
18 do this, and more than trouble, an 18 CHAIRMAN:
19 inconvenience, it’s logically very difficult. 19 Q. Sothat'sit?
20 | can't guarantee we can deliver like this 20 MS. PENNELL:
21 from day to day, but we do what we could here 21 Q. That'severything.
22 and we're pleased to do so. We' ve answered, | 22 CHAIRMAN:
23 believe, all but one undertaking right now, 23 Q. Wethank you for your devotion to duty. |
24 and the only reason we haven't been ableto 24 guessyou had a very pleasant weekend, did
25 answer that oneyet isfurther consultations 25 you?
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1 MS. PENNELL: 1 this point, and it would be at Hydro's
2 Q. Itwaslovely. 2 discretion and the Board's discretion if Mr.
3 MR.YOUNG: 3 Dumaresque does step over any boundaries.
4 Q. Thank you, Mr. Chair. 4 MR. YOUNG:
5 CHAIRMAN: 5 Q. And I raise it thisjuncture, Mr. Chair,
6 Q. So nowl understand we are movingto Mr. 6 because the question that’'s posedis very
7 Dumaresque cross-examination, | suppose. It’'s 7 broad, and if | can put it thisway, atypical
8 abit of an anomaly in administrative law to 8 GRA matter. W€ rein the Board's hands here,
9 be cross-examining on evidence which haven't 9 but for matters of our understanding of the
10 been entered directly, but we do our best. 10 way theintervention was accepted, and, |
11 Mr. Dumaresque. 11 guess, the Board's sense as to the way the
12 MR. EDMUND MARTIN - CROSS-EXAMINATION BY MR. DANNY 12 hearing is supposed to proceed, we ask for an
13 DUMARESQUE: 13 indication from the Board asto whether the
14 MR. DUMARESQUE: 14 questions -
15 Q. Thank you, Mr. Chair, and good morning 15 CHAIRMAN:
16 everybody. Mr. Martin, | would like to start 16 Q. Soyou'rebasically objecting?
17 by, | guess, picking up onwhat Mr. Johnson 17 MR. YOUNG:
18 talked about on Thursday and Friday, and that 18 Q. Weare, dthough | must say, | think perhaps
19 is the bonuses, salary, and compensation 19 the Board is, we'refegling our way through
20 bonuses that have been given to Hydro 20 therules here.
21 employees and what you take yourself, and just 21 CHAIRMAN:
22 to put this in perspective, | wonder if you 22 Q. I'msorry, the Board iswhat?
23 could give us what the process is on 23 MR. YOUNG:
24 establishing these bonuses and your rolein 24 Q. | said, we're feeling our way through the
25 that process? 25 rules here. As you indicated, this is
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1 MR. YOUNG: 1 somewhat anomalous. The circumstance that we
2 Q. Mr. Chair, before Mr. Ed Martin answers that 2 find ourselves inis that Mr. Dumaresgque’s
3 question, | just want to get some ground rules 3 intervention was supposed to belimited in
4 setif wecould. Asyou mentioned, it'sa 4 scope, and that’ s what we understood it to be,
5 little bit of an anomal ous situation where Mr. 5 and, you know, as| say, | interjected before
6 Dumaresqueis cross-examining Mr. Martin on 6 Mr. Martin had a chance to answer the
7 evidence that’s not before us, and we also 7 question. | don't know where thisis going at
8 understand Mr. Dumaresgue has been granted 8 al. The next question may go somewhere very
9 intervenor statuson a limited scope. | 9 directed to prudence, I'm not sure, but the
10 wonder - asked the Board, | think, the Board 10 first question was very open ended.
11 spoke to the parties the other day about this, 11 CHAIRMAN:
12 asto whether or not this cross-examination 12 Q. Mr. Kennedy, you have a-
13 would bein all matters by Mr. Dumaresque or 13 MR. DUMARESQUE:
14 whether it would be confined to the Prudence 14 Q. Wdll, first | would liketo -
15 Review, which isthe purpose for which Mr. 15 CHAIRMAN:
16 Dumaresque’ sintervention request was accepted |16 Q. Oh, I'm sorry, okay.
17 by the Board. 17 MR. DUMARESQUE:
18 CHAIRMAN: 18 Q. Mr. Chair, on Friday, asyou know, | raised a
19 Q. Wadl, I guess, that - 19 point of order which was not objected to by
20 MS. GLYNN: 20 Hydro counsel, requesting the salary and
21 Q. Mr. Chair, we have dlowed examination or 21 compensation of the Nalcor Executive Team for
22 cross-examination by Mr. Dumaresqueon the |22 2014. That was not objected to, and it was
23 issuesof prudence. We had discussed that 23 provided, and | thank you for providing that
24 there may be some grey areas given that the 24 thismorning. My first questionis really
25 direct examination has not been presented at 25 following up on information that they did not
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1 object to, and indeed provided mewith. | 1 after thefact. It'sa fairly specifically
2 just wanted at this point to put that in 2 determined legal and regulatory process that
3 perspective of how that particular piece of 3 takes place for it. So even though things are
4 information was formulated and therole that 4 generally on prudence, and | understand there
5 the Chairman and Chief Executive Officer plays | 5 is latitude in cross-examination, there may be
6 in that process. Mr. Kennedy may have 6 other objections with respect to where things
7 something else to say. 7 are going if they relate to after the fact in
8 MR. KENNEDY: 8 hindsight, which - and thoseissues, to be
9 Q. Counsd isindicating that the questionisa 9 fair to the Board and the parties, haven't
10 broad question, and he doesn’t know whereit's |10 really been canvassed and discussed as to how
11 going and the next question may very well 11 to start and begin because we are preliminary
12 bring it back to focus, and in that regard, | 12 in this process prior to the Prudence Review.
13 would have to say, Mr. Chair, that to me this 13 CHAIRMAN:
14 objection is completely preliminary or - it's 14 Q. Sowhat you're sayingis that prudence is
15 just too new right now, we don’t know where 15 determined at the time which the decisionis
16 we're going, and so how he can object to this 16 made, not retrospectively?
17 one question, I'm not entirely seeing how. 17 MR. YOUNG:
18 CHAIRMAN: 18 Q. Correct, so there can belegal issues that
19 Q. Wadl, I guess, the question that immediately 19 arise down the road with respect to that.
20 arisesis how does this relate to the prudence 20 Just because something relates generaly to
21 issue on which you’ ve been granted intervenor 21 performance or prudence of a course of action
22 status. 22 doesn’'t meanthat that isengaged by the
23 MR. KENNEDY: 23 Board's consideration of an issuein this
24 Q. Well,1 wouldthink that inrespect of the 24 hearing, and as | say, it'samost premature
25 prudenceissue, asl understand the Liberty
Page 10 Page 12
1 Report talking about the way Hydro had been 1 toraise that because we don’'t know where
2 run for so long and had so many gaps in what 2 we're going with that yet. Anyway, I'm sure
3 should have been done, | think the idea of how 3 there will be more discussion on that issue,
4 much compensation is being paid out in bonuses | 4 but I just caution the Board that if | object
5 for people who had supposedly, asmy short 5 further on that issue, it'll bein relation to
6 calculation indicated that the vp for Hydro 6 that.
7 got hisfull bonus, or their full bonus, I'm 7 CHAIRMAN:
8 not surewho it is, but | think that that is 8 Q. Okay.So doyou understand, Mr. Dumaresque,
9 relevant. | mean, how do you get paid for 9 the context in which Mr. Young placed the
10 doing such a great job when clearly Liberty 10 issue of prudence from a regulatory
11 saysit wasn'ta great job being done. | 11 perspective?
12 think all of thisboils downto certainly 12 MR. DUMARESQUE:
13 implications on the prudency side of it. 13 Q. Yes, Mr. Chairman, | understand that, but as
14 CHAIRMAN: 14 I’ve already pointed out, the issue I'm
15 Q. Unlessyou vehemently object, Mr. Young, and |15 dealing with here right now was accepted by
16 we'll have to adjourn and discussit, | think 16 counsel by virtue of not objecting to my point
17 I’m going to allow Mr. Dumaresque to start and |17 of order on Friday and producing the piece of
18 we'll see wherethisis going. 18 information that I'’m now questioning, and only
19 MR. YOUNG: 19 that, and to put hisfearsat ease, | don’t
20 Q. Sure, we accept that. The only other comment 20 intend to belabour this part of the
21 we' d makeon that, and just as| suggest to 21 questioning, and certainly my major focusis
22 the Board that, | suppose, an explanation to 22 goingto be onthe 100 megawatt generator
23 objections | might also have to make depending |23 purchase, but to put things in perspective to
24 where this goes, isthat the test for prudence 24 follow up onwhat was an accepted piece of
25 are not done in hindsight asto what happened 25 information, | would like to put this in
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1 perspective and get Mr. Martin to tell us what 1 it's reviewed with me, we review it with the

2 hisrolewas in formulating this policy and 2 Board of Directors, the program is approved

3 specifically answer to a couple of aspects of 3 and that’ swhat’sin place.

4 that. 4 (9:45am.)

5 CHAIRMAN: 5 MR. DUMARESQUE:

6 Q. Wadll, | supposewe can proceed and see where 6 Q. | noticed onthe document that was just

7 thisgoes. Mr. Dumaresque, back to you. 7 provided, I'd like to draw your attention to a

8 MR. DUMARESQUE: 8 couple of positions. Thefirst positionis

9 Q. Yes, thank you, Mr. Chairman, and | would like 9 the Vice President of Newfoundland and
10 to again reiterate my question to Mr. Martin. 10 Labrador Hydro in -

11 The bonus separated from salary program, would |11 MR. MARTIN:

12 you please tell me how this program is - what 12 A. Which document isthat?

13 isthe processof establishing bonuses and 13 MR. DUMARESQUE:

14 what is your role in establishing these 14 Q. Thisis the Executive Compensation Summary,
15 bonuses for everybody underneath you that have |15 one page.

16 received them to date? 16 MR. MARTIN:

17 MR. MARTIN: 17 . I gotit.

18 A. Steponeiswestand back and | ask my Human |18 MR. DUMARESQUE:

19 Resources Vice President and staff to make it 19 Q. In2013, theVice President of Newfoundland
20 clear to me what the elements of total 20 and Labrador Hydro received a base salary of
21 compensation are for each individual, and they 21 $200,729.82, and a performance and other
22 explain to me at the management and executive |22 compensation of $23,733.00, for a combined
23 level the elements of total compensation that 23 total of $224,463.00. The same positionin
24 are considered are salary short term incentive 24 2014, the base salary increased to $214,579.00
25 program and along term incentive program. 25 and the bonusincreased by $23,000.00 to

Page 14 Page 16

1 Armed with that information, | ask them to 1 $36,261.00, for a combined total of

2 tell mewhat it takesto attract and retain 2 $251,000.00. You have been reminded by the
3 qualified, trained, experienced personnel of 3 Consumer Advocate last week of the

4 the nature that we require to execute the 4 unbelievable year that the people of

5 business. So the HR people, the Human 5 Newfoundland went through as aresult of Dark
6 Resources people, then select relevant 6 NL. 1 need not remind you of the crisis that

7 employment markets as to where they would seek | 7 we had. How didyou reach thepoint to

8 to attract and ensure that they would retain 8 increase the salary and bonusesto the Vice

9 our people, and armed with that relevant 9 President of Hydro with the backdrop of Dark
10 market, they compare positions, the comparable 10 NL? What was the performance of the Vice
11 positions to other positions such as ones 11 President of Hydro that impressed you so much
12 we're seeking to fill, they prepare 12 to give them a higher salary and a higher

13 comparisons, they use external consultants to 13 bonusin 2014?

14 assist them, and they come up with the 14 MR. MARTIN:

15 components of salary and short term bonus that 15 A. Asl spoke about last week, the performance
16 would fit the market. The long term incentive 16 contract that isin placefor each of the

17 side, Newfoundland and Labrador Hydro doesn't |17 managers and executives who are referenced
18 have that program as you would find in other 18 hereis based upon the balance score card

19 utilities such as the Nova Scotia Power and 19 process where, as| mentioned last week,
20 Newfoundland Power, which are publicly traded |20 performance in an organization such asthis
21 and in many instances they offer stock options 21 you have to balance particular elements of
22 and such for their employees aswell. Hydro 22 what the individuals are responsible for. Y ou
23 doesn’t have that element in their program, 23 can't pursueone thing at the expense of
24 they just have salary and short term 24 something elsethat is asimportant. So
25 incentive. Based upon those recommendations, 25 there's a combination of measures that each
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1 individua is rated on, and primarily they're 1 performance measures that related to
2 brokeninto the elements that comprise our 2 reliability and up time, this particular
3 corporate goals, which | alsowent through 3 individual did not receive any compensation
4 last week. So each executive and manager is 4 for those reliability measures, zero, as per
5 expected to balance the elements of safety, 5 the performance contract, that's what we
6 environmental  performance, business 6 contracted for. From a safety perspective, for
7 performance both in financial reliability and 7 example, Newfoundland and Labrador Hydro had
8 cost perspectives. In addition, they’'re 8 the best year in history with zero lost time
9 expected to treat and manage the peoplein a 9 for thefirst timeinits history, and that
10 certain fashion, the people that work with 10 would be an example of, you know, one measure
11 them and how they interact with those people, 11 that was accomplished above and beyond, the
12 and they’re also expected to be involved 12 first timein history. Unfortunately, as
13 members of the community that they work in. 13 we ve talked about on the reliability side, it
14 So within each of those five goals, there'sa 14 would have been on the zero side. That would
15 series of targets that they have to achieve 15 just be an example. So| repeat what | said
16 and in some cases those targets were achieved 16 earlier, it' sabalance score card and it's a
17 and in other cases certainly they weren't. 17 contract that' s agreed with the employee prior
18 It's the balance score card that is, in 18 to the year that it starts, and each of those
19 essence, it'sacontract, it'saperformance 19 elements were measured and that’s what forms
20 contract that’s put in place prior to the year 20 the basis of the payment, and | gave you two
21 that it refersto, and it’s a contract agreed 21 examples; one on the reliability side and one
22 between myself and the relevant person, and 22 on the safety side, where safety performance
23 that’ sthe basisof any typeof short term 23 would have been very strong that year, and the
24 payout at the end of the year, how the 24 reliability performance measures were not met.
25 elements of that contract were fulfilled. 25 MR. DUMARESQUE:
Page 18 Page 20
1 That’swhat yielded the actual calculation and 1 Q. | understand the safety performance of Hydro,
2 payment for this particular person, aswell as 2 Mr. Martin, but | would suggest to you that’s
3 othersin the organization. Each individual 3 pretty cold comfort to the families of the
4 doesn't have the same exact performance 4 three people that died during Dark NL, and
5 measures, but they are within the same 5 while they weren’t on your salary, they were
6 categories, depending upon the role. 6 certainly -
7 MR. DUMARESQUE: 7 CHAIRMAN:
8 Q. Thank you, but you haven't answered the 8 Q. Mr. Dumaresque, I’ ve got to ask you, please -
9 question. On this particular position, the 9 | mean, stick to questions, please, try to ask
10 most crucial position governing Hydro outside 10 Mr. Martin direct questions onthe matters
11 of yourself, on theissue of reliability for 11 that are of concerntoyou, and| mean, the
12 the last two yearsin arow, Hydro missed its 12 editorial comment, | don’'t think is
13 target, eight out of eight two yearsin arow, 13 appropriate in the context of cross-
14 2013, 2014. On asset management, many of the |14 examination.
15 issues under Prudency Review isrelated to the 15 MR. DUMARESQUE:
16 assets that failed at Holyrood. This person 16 Q. Thank you, Mr. Chairman. Mr. Martin, your
17 was directly responsible for these assets and 17 salary and performance bonus, in 2013 your
18 this operation. So could you deal 18 salary was $495,819.00 and your bonus was
19 specifically with this position and tell me 19 $146,343.00, for atotal of $642,163.00. In
20 where did the Vice President of Hydro perform 20 2014, we see that your salary was increased,
21 exemplary above and beyondto be abletogeta |21 $511,931.00, with a bonus of $153,493.00, for
22 higher bonus in 2014 than he did in 2013? 22 atotal of $665,000.00. | ask you in light of
23 MR. MARTIN: 23 2014 and the Dark NL,and thecrisis that
24 A. Asl mentioned earlier, there’'sa seriesof 24 people went through, do you have any problem
25 five categories. For example, on the actual 25 with accepting this level of bonus, in
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1 particular, and did you object in any way to 1 CHAIRMAN:

2 those that offered it to you? 2 Q. Didyou understand, Mr. Dumaresqgue, the point

3 MR. MARTIN: 3 raised by solicitor for Hydro?

4 A In my particular case, as per the other 4 MR. DUMARESQUE:

5 employees| discussed, my relationship with 5 Q. Yes | did,and | was just leadingto the

6 respect to compensation iswith the Board of 6 question, Mr. Chair, and the question is very

7 Directors, and inthat context, they would 7 simple, this is something completely new to

8 follow asimilar processthat | explained for 8 the people of the province, and | ask Mr.

9 the others, but it would be led then to the 9 Martin are you going to continueto bethe
10 accountability of the Board of Directors, but 10 king of bonus, areyou going to continueto
11 the process followed, as| outlined, so | 11 provide thiskind of system or will you take
12 won'’t go through and repeat it in terms of the 12 the step today to end the system of bonuses
13 process and following the process of setting 13 that - outrageously high bonuses that we have
14 that compensation, the measurement of that 14 seen paid to the people of Hydro, particularly
15 from the bonus perspective is a similar 15 in 20147 Will you end it now?

16 process, as | mentioned before, and with the 16 MR. MARTIN:

17 exception that it's the Board of Directors of 17 A. I'm finding I’'mgoing to have to repeat

18 Nalcor that would be responsiblefor that, 18 answersthat I'veaready given. | guess,

19 other than myself for the executives. 19 I’ll continue to do that for awhile.

20 MR. DUMARESQUE: 20 CHAIRMAN:

21 Q. Sincethis issuewas raised last week, I'm 21 Q. Mr. Martin, that was a"yes' or "no" question,

22 sureyou don’'t havealot of time to follow 22 | thought, wasn't it?

23 the news or the public reaction to some of 23 MR. DUMARESQUE:

24 thisinformation, but the public certainly 24 Q. Absolutely, | don’t think I need to have any

25 responded from the coverage that | have seen 25 explanation again. Will you end the king of
Page 22 Page 24

1 inavery significant way, they are kind of 1 bonus that you are now well known for?

2 shocked by it. 2 CHAIRMAN:

3 MR. YOUNG: 3 Q. Excuseme, Mr. Dumaresque, like, you made your

4 Q. Mr.Chair - 4 point, itis a"yes' or "no" question, so |

5 CHAIRMAN: 5 would turnit overto Mr. Martinfor his

6 Q. Sorry, you have apoint of order, sir? 6 response?

7 MR. YOUNG: 7 MR.MARTIN:

8 Q. Yes, thank you, Mr. Chair. It's not 8 A. |understand, like others, | have the ability

9 necessarily a point of order, it'sjust a 9 to provide some perspective before | provide a
10 matter of trying to determine whether there's 10 "yes' or "no" answer.  That's my
11 a question coming from this, and if | could, | 11 understanding. | just want to clarify that.

12 could go back to the earlier point | raised 12 (10:00 am.)

13 whichis, asweunderstand Mr. Dumaresque’s 13 MR. YOUNG:

14 purpose for cross-examination relates to the 14 Q. We'reintheBoard's hands here, but normally,
15 prudence question, and | think | stated the 15 Mr. Chair, | would suggest that the policy and
16 test which | thought the Board would bring to 16 practice for this Board, particularly when

17 that. He's now talking about things that 17 Chief Executive Officer is asked a question,
18 happened this week, the comments by people 18 that he be given an opportunity for context.

19 generally. I'mjust not sureif it'srelevant 19 CHAIRMAN:

20 and germane to the issue. We thought that it 20 Q. Waéll, we'renot the Spanish Inquisition, so |
21 was appropriate giventhe fact that this 21 guess the answer is certainly yes.

22 document was up there and provided by Hydro at |22 MR. MARTIN:

23 hisrequest that we allowed himto discuss 23 A. Thank you very much. So part of my roleisto
24 this, but it sounds to me like we're drifting 24 attract and retain competent, qualified,

25 from that. 25 professional and experienced people. To do

Page 21 - Page 24
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1 that, we needto be offering competitive 1 prudence review people who have that
2 salaries, wages, and such, as| explained 2 information at hand. | would like to note
3 earlier. It'sakey part of the role because 3 though, a couple of numbers just for clarity.
4 we need to have the right peopleto do the 4 So, the budget that was submitted for this
5 right things. The Human Resources people and 5 particular acquisition was in the neighborhood
6 the consultants that we work with, aswell as 6 of $119,000,000.00, al in, which would
7 the Board of Directors, have put together a 7 include the things that are all of the
8 strong comparison and comparative market 8 categoriesthat are classified here. Thisis
9 analysis, and recommended what competitive 9 a breakdown of the actually cost to July which
10 compensation should be for the peoplein the 10 is $125,000,000.00. And my understanding is
11 employ of Newfoundland and Labrador Hydro. As 11 the final number that we're dealing with now
12 | mentioned, part of my role isto ensure we 12 which has been filed with the Board, |
13 attract and retain, which means we have to be 13 believe, is $128,000,000.00, about an eight
14 competitive. The short term bonus program is 14 percent difference.  So, | just wanted to
15 one element of that compensation. | don't 15 clarify that so there’ s not confusion between
16 have the ability to offer long term 16 one element of this and the total. In my
17 compensation, so that’s something that we just 17 perspective | look at the total budgeted
18 can't bridge, but in the context of providing 18 amount and not necessarily the detail of each
19 competitive compensation to these people, we 19 element and | compare that to the forecast’s
20 will continueto provide ashort term bonus 20 final cost, applesto apples. So, | just
21 and, no, | will not today change that program. 21 wanted to state that for clarity.
22 MR. DUMARESQUE: 22 MR. DUMARESQUE:
23 Q. Thank you. | would now liketoturn to the 23 Q. Yes, so you'regoing to want to extend the
24 issue of the purchase of the combustion 24 answer on the extra 15,000,000.00 because just
25 turbine generator, and | would like to refer 25 for again, clarification for people that don't
Page 26 Page 28
1 to RFI-PR-DD-NLH-001, to put this, | guess, 1 know, there was afixed price contract given
2 into some context. So asyou can see from 2 to this company from the United States for
3 this question that | asked and the answer that 3 99.8 million and certainly there was public
4 | got, just so wecan put thisinto the 4 comment that there would no extra cost to the
5 context of what we'retalking about hereis 5 rate payer for this contract. Asamatter of
6 the purchase and instalation of the 6 fact, there were penaltiesin it. But anyway,
7 combustion turbine generator, and the cost of 7 you, | expect, will come back for the prudency
8 doing so. Sojust if we scroll down alittle 8 review. Will you be back for the prudency
9 bit more, and what, | guess, | wanted to point 9 review to answer this question?
10 out is that the bottom line there is that the 10 MR. YOUNG:
11 contractor’s costs are noted at 114.6 million 11 Q. Perhapsl -- | can't shed light on the answer
12 dollars, consultants arein at 2.2 million 12 Mr. Martin might give here. He has been asked
13 dollars, and the remainder of 8.1 or 8. 2 13 this question, but | think we' ve been clear to
14 million dollars are the owner’s costs. So you 14 the Board that that decision hasn’t been made.
15 may not have the answer to this question, but 15 Wedo have some time before we provide an
16 certainly | wanted to make sure that we 16 answer to the witness this question (sic.) and
17 understood where we are on the overall cost of 17 we're pleased to have Mr. Martin available to
18 125 million dollars, and we did award a 18 answer the questionsthat Mr. Dumaresque has
19 contract on April 21st of 2014 for 99. 8 19 today. Butthat determination hasn't been
20 million dollars and now we seea contract 20 made and we do have some time before we make
21 expenditure of 114,580. Would you be able to 21 that decision.
22 tell mewhy the contractor got the extra 22 MR. DUMARESQUE:
23 nearly 15 million dollars? 23 Q. Thank you, but the question isfor Mr. Martin.
24 MR. MARTIN: 24 Will you return for the prudency review?

N
()]

A. Now, I'd liketo defer that detail to the

25 MR. MARTIN:

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

Page 25 - Page 28




September 14, 2015 Multi-Page™ NL Hydro GRA

Page 29 Page 31
1 A. | haven't considered it yet. The process| 1 midway where it says "the events of thisyear
2 follow is- 2 happened and there’ s two points to that.” |
3 MR. YOUNG: 3 see now, thank you, that’ sthere. The next is
4 Q. No. 4 "one isthat wewere out looking" and my
5 CHAIRMAN: 5 question iswho werethe "we" that you were
6 Q. Mr. Dumaresgue, | think we've heard the answer 6 talking about at that time?
7 from the solicitor for Hydro. They have not 7 MR. MARTIN:
8 made that decision yet. Sol mean, I'm not 8 A. I'mnotsure of al of the exact names. |
9 sure what point it is in pursuing it further 9 would refer to Vice-President of Project
10 at thistime. 10 Execution at Nalcor and Hydro, Mr. Maclsaac
11 MR. DUMARESQUE: 11 would be handling that for me. He would have
12 Q. Okay, thank you. 12 a series of people working with him. | don’t
13 MS. GLYNN: 13 know exactly which ones were being used at
14 Q. Mr. Dumaresque, beforeyou proceed, thereis 14 that point.
15 some interference, | think, with the 15 MR. DUMARESQUE:
16 transcription. | just hope-- or remind 16 Q. Yes, and when -- | guessthe next oneisyou
17 everybody to have their phones turned off. | 17 say you had found this particular unit -- "we
18 hope that’s not - 18 found this particular unit". Again, | don't
19 CHAIRMAN: 19 need to understand who we is as much as when
20 Q. Any of you getting a buzz out there? 20 was the exclamation of a Eureka. When did
21 MS. GLYNN: 21 thistake place, in your understanding? When
22 Q. I'mnot sure, yeah. 22 wasthis unit found? Wasit 2012, 2013 or
23 MR. DUMARESQUE: 23 when did you come acrossiit?
24 Q. Yeah, | hear abuzz there somewhere. 24 MR. MARTIN:
25 MS. GLYNN: 25 A. I’'mnot exactly sure of thetime, but just to
Page 30 Page 32
1 Q. I'massumingit’saphone. I'm not sureif it 1 provide some perspective and background,
2 could be - 2 there’'sa couple of phases to this type of
3 CHAIRMAN: 3 acquisition obviously. We go -- you know, we
4 Q. |thoughtitwasjust us. 4 understood that we had a need and that had
5 MS. GLYNN: 5 been developing over time. | just can’t
6 Q. No, no, you can hear it throughout. 6 remember the exact dates, but obviously in the
7 MR. DUMARESQUE: 7 2012-2013 timeframe we knew from projections
8 Q. Okay, thank you. Thank you, Mr. Chairman. 8 that we would be needing additional power --
9 CHAIRMAN: 9 additional capacity for electricity and we
10 Q. Upherehallucinating. Okay. 10 knew that we would have to obvioudly put in an
11 MR. DUMARESQUE: 11 application and understand the costs. So at
12 Q. Thank you. Mr. Martin, on June -- | think it 12 that point, during that time period, we would
13 was June 4th or 5th, 2014, you had an annual 13 be out going to various suppliers getting
14 general meeting of Nalcor and we have 14 budgetary quotes, finding alternatives,
15 circulated atranscript of that time when you 15 seeking alternatives as an ongoing preparatory
16 spoke specifically to the questions from the 16 work to preparing a budget and understanding
17 floor, oneof your shareholdersasked you 17 what specifications we would be looking for,
18 about the purchase and installation of the 18 what size of unit we'd belooking for, and
19 combustion turbine generator. So, you know, 19 that would have been occurring | would expect
20 we have now seen what the present cost is, 20 all through 2013 for sure, probably into 2012.
21 $128 million. So | would now like to try and 21 It would bea normal process upfront to
22 go back over and put thisall in perspective 22 understand the types of things that are
23 from a process point of view. 23 available, start preparing for the
24 So on page two -- and we don’t have the 24 acquisition. And armed with that data that we
25 numberson the linesthere, butjust past 25 would comeup with there, we would set a

Page 29 - Page 32
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1 budget to the best of our ability and then end 1 complete package? If so, please provide this
2 up formalizing an actual acquisition process 2 information.” And the answer was "Hydro was
3 at that point, informing the process with the 3 aware of the advertisement by ProEnergy Parts
4 information we had found up to that date, and 4 Solutions and CFASEnterprises Inc." My
5 that would have occurred oninto 2014, both 5 question would be when was Hydro aware and |
6 elements of that process. 6 appreciate that you don’'t know that, but would
7 MR. DUMARESQUE: 7 you please undertake to ask the people
8 Q. Sono question therewas avery extensive 8 concerned if they wouldtell uswhen they
9 process undertaken by Hydro and as | 9 became aware of this advertisement?
10 understand itin the first place, it was 10 Furthermore, it says "in February of 2014, in
11 contemplating a50 megawatt unit and then 11 February, Hydro received advertised
12 because of the black start, you went into a 60 12 information" from both of these brokers and |
13 megawatt unit and then, of course, you found 13 would like to ask again, since the information
14 this unit. So during that extensive process, 14 wasn't provided when | asked the question,
15 certainly people would have been looking 15 would you please provide me with a copy of
16 everywhere, including the Internet, and do you 16 what information you did receive asaresult
17 recall anybody ever bringing to your attention 17 of this advertisement, these two
18 that this unit was being advertised on the 18 advertisements? And as you seethere, the
19 internet? 19 Attachment 1 is a copy of these
20 MR. MARTIN: 20 advertisements, and I'd liketo refer you to
21 A. | can’'t remember anyone specifically saying it 21 the Attachment 1 whichis-
22 was advertised on the internet, but it was 22 MS. GLYNN:
23 brought to my attention that this was a 23 Q. Canwejust -- I'm sorry, Mr. Dumaresque, but
24 particular opportunity. 24 if there was a undertaking request, we should
25 MR. DUMARESQUE: 25 clarify that before we go too far.
Page 34 Page 36
1 Q. I'dliketo refer - 1 MR. DUMARESQUE:
2 MR. MARTIN: 2 Q. Okay. So the undertaking request was, because
3 A Andjust to--just for clarity again, the 3 it wasn't answered in my question at the time,
4 instruction would be to, you know, seek all 4 when was Hydro aware of the advertisement, and
5 potential alternatives. So I’m sure there was 5 secondly, could you provide a copy of the
6 internet searches. |I'm sure there were 6 information received? Because | asked for
7 searches within the various providers of that. 7 that, but -- and they agree that they received
8 So, it would have been extensive. It wouldn't 8 information, but it never came in the answer
9 surprise methat they foundit, but | can’t 9 to the question.
10 remember specifically someone saying it wasan |10 MR. YOUNG:
11 internet kind of thing. 11 Q. Mr. Chair, I'mnot surel follow -- maybeit’s
12 MR. DUMARESQUE: 12 just me. I'm not sure | follow the question,
13 Q. I'dliketo refer to GT-DD-NLH-030. 13 because it sounds to me like the attachment to
14 MS. GRAY: 14 this document isin fact the answer to the
15 Q. I'msorry, Mr. Dumaresque, what’sthe number |15 question.
16 again? 16 MR. DUMARESQUE:
17 (10:15am.) 17 Q. No, no. No, the answer to thisquestionisa
18 MR. DUMARESQUE: 18 copy of theadswhich | asked for, if you're
19 Q. Yes. GT-DD-NLH-030. And asyou can seeg, the 19 aware of the advertisement, but the second
20 question is "please confirm if you were aware 20 part of my question is"did you receive a copy
21 of the advertisement by ProEnergy Parts 21 of the offer, and particularly if you received
22 Solutionsand CFASEnterprises Inc. 1x New 22 the contents of the advertised complete
23 Siemens SGTG" and so forth. "If so, did you 23 package' not just the ad, but what the
24 receive a copy of the offer, and particularly 24 complete package would be. And in the answer,
25 if you received the contents of the advertised 25 in the answer Hydro says they received
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1 advertising information. | assume it was more 1 So for this complete package the asking price
2 to just the unit and the picture. There would 2 was $23 million, for the complete package.
3 have been the contents and they received it. 3 Did anybody ever make you aware, Mr. Martin,
4 So that's what I'm looking for, what 4 that the complete package of this combustion
5 information did -- | would assume you would 5 turbine generator was being advertised for
6 have gotten what the contents of the package 6 years on the internet for $23 million?
7 would be, for example. That’s what I’m asking 7 MR. MARTIN:
8 for. 8 A. May beawarethat it had been advertised over
9 MR. YOUNG: 9 time. They never mentioned the price or not,
10 Q. Mr. Chairman, | think we understand the 10 but | wasawareit wasbeing advertised in
11 undertaking now. We canlook to see. Asl 11 general conversations and had been available
12 understand, there's two questions. | just 12 for aperiod of time, yes, but not specifics
13 want to confirm this. 13 around numbersand everything else. That
14 MR. DUMARESQUE: 14 would have been in the context of informing me
15 Q. Yeah, oneisthetiming. 15 of any other type of outcome of the research
16 MR. YOUNG: 16 they were doing and such like that, keeping me
17 Q. Right. 17 informed. Soitwouldn’t be normal for them
18 MR. DUMARESQUE: 18 to give me a bunch of detail at that point, or
19 Q. Whenyou were aware of the advertisementand |19 for me to ask it, but they were keeping me
20 the second one is you say you received 20 informed of some of the opportunities.
21 advertised information. 21 MR. DUMARESQUE:
22 MR. YOUNG: 22 Q. Sowhen you became aware of this machine,
23 Q. Rignht. 23 supposedly your Vice-President camein and
24 MR. DUMARESQUE: 24 told you that, what would be your first
25 Q. Sol would liketo get what information you 25 question to him you would think?
Page 38 Page 40
1 received, because | asked if you would provide 1 MR. MARTIN:
2 the contents of the advertised package and | 2 A. Youknow, | would probably ask something like
3 didn't receive that. If it wasn't available, 3 "is this aviable alternative? Is this
4 thenthat’s adifferent thing, but you say 4 something that we should put in the mix? Does
5 that you received it. 5 it suit what we' re seeking?' and you know, and
6 MR. YOUNG: 6 have some dialogue with them around that to
7 Q. Thismight be a matter of interpretation. Mr. 7 have them explain where we were and | would be
8 Chair, we can undertake tolook into this. 8 trying to ascertain is this type of unit going
9 I’m not 100 percent sure that we've received 9 tobe in themix for the decision. We'd
10 something different than is here, but we can 10 dialogue that back and forth and normally Mr.
11 undertake to look into that. 11 Maclsaac would give me an answer to that or he
12 MS. GLYNN: 12 would say "I needto check it further, but
13 Q. WElI note that as Undertaking 8. 13 here’swhere we are" But eventualy, he
14 MR. DUMARESQUE: 14 would say -- and obvioudly in this particular
15 Q. Okay. Sol referred you to Attachment 1 and 15 case -- is "yeah, this should be in the mix."
16 specificaly | would -- that is -- no, | think 16 MR. DUMARESQUE:
17 that’s Attachment 2. Yeah, first page of 17 Q. Thank you. Asabusinessman, as abusinessman
18 Attachment 1, yeah, thisone here, if you 18 for nearly 20 years now, my first question
19 would scroll -- for some reason |’ ve got them 19 would be "how much arethey asking for it?"
20 backwards, | think, on my file. So just go to 20 Did you ask that question to your vice-
21 the next page please. Yes, this one here. 21 president that day?
22 So thisis the advertisement by CFAS 22 MR. MARTIN:
23 Enterprises Inc. which is an after-market 23 A. Iwould beasking -- | can't remember if |
24 utility power equipment brokerage firm. And | 24 asked that question or not, but to put itin
25 would particularly point out the asking price. 25 context again, | would be -- from my
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1 perspective, as CEO, | would be interested in 1 of that statement, let me see, yes, downto
2 what the total budget, you know, was or was 2 where you said, and you mentioned it was used
3 plannedto beand | would likely ask would 3 or new, "it isnot a used unit." Haveyou
4 thistype of unit, you know, befitting into 4 found that right therein the middie? Yes.
5 that total budget, and by total, | would mean 5 The next sentence "it’ s about a three or four
6 whatever the price for this particular turbine 6 -- it was built about three or four years ago,
7 generator unit would be, but understanding 7 approximately." Were you aware that -- well,
8 from previous discussions that this would only 8 no, of course you couldn’t be aware. But the
9 be one element of the overall cost and | would 9 unit was seven years old at the time that you
10 have arange of total costs that we were 10 made that statement. Why would you say three
11 expecting, not final because we'd haveto go 11 or four when three weeks before you signed the
12 through a bid process, but | would know that, 12 contract knowing that it was seven years old?
13 you know, there would be eight or ten 13 MR. MARTIN:
14 different elements that would go into 14 A, Justa couple clarification points there, |
15 finalizing the construction of a unit such as 15 believe with some more detail. | think the --
16 thisand all the surrounding infrastructure, 16 there wastwo elementsto this, theturbine
17 al of the surrounding expediting, buildings. 17 and the generator, and going from memory now
18 | know there are fuel tanks, fuel lines, et 18 again, one of those elementswas -- | think it
19 cetera, et cetera, that would add upto a 19 was brought into service or not -- no, not
20 rough budget number and | would be -- | 20 into service. It was provided to the vendor
21 wouldn’t be asking him the price of this. | 21 in 2007 and the other piecewas -- and |
22 would be more in the context of "so does this 22 believeit was’09 or '10. I'd have to check
23 seem to fit within the budget parameters that 23 that. So there sdifferent ages on both. |
24 we were taking about? Once again, 24 said three to four years here. | should have
25 speculating a bit, but hewould probably -- 25 said at that particular fiveto seven or
Page 42 Page 44
1 obviously he would have said "yeah, it fitsin 1 whatever, depending onit, but | would say
2 and we're looking at putting this into the mix 2 herel was probably not that deep into the
3 for consideration.”" So the conversation would 3 timing, other than to know it had been on the
4 go something like that. 4 market for awhileand it wasn't ayear, so |
5 MR. DUMARESQUE: 5 was generalizing three or four, but in
6 Q. Yeah, sothe-- when you say -- when you said 6 retrospect, | guessfive to seven probably
7 on page two of the statement you made at the 7 would have been better.
8 public -- at the annual general meeting in 8 MR. DUMARESQUE:
9 June 2014, just below what we referred to 9 Q. Yeah, andthat'sall that | wanted to clarify
10 earlier, you said is that "we were looking for 10 there was the actual age of the unit as seven
11 the best deal for the Province." What did you 11 -- the turbine was seven years and the
12 mean by the best deal, if price wasn't on your 12 generator was five years old.
13 mind at that point? 13 MR. MARTIN:
14 MR. MARTIN: 14 A. Right, and it’s better to be totally accurate
15 A. Wdl, price would definitely be a component of 15 obviously, but the point | think | wastrying
16 that, and other types of components would be 16 to get here to answering the question | was
17 reliability, you know, other elements of value 17 trying to make the point to the person asking
18 such ascould weget more capacity for a 18 it and the audience at the time, | wanted to
19 similar expenditure, those typesof things. 19 declare and recognize it wasn't something that
20 So it would be an overall combination of 20 had been built that year. So | wastrying to
21 value, which price would be akey element 21 say isthat, you know, it had been available
22 obvioudly. 22 for asignificant period of time. Three or
23 MR. DUMARESQUE: 23 four years was my estimate in doing that, but
24 Q. On page four of your statement or your 24 | wasn't trying to mislead folks in terms of a
25 response to questions that day, in the middle 25 couple of year time span.
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1 MR. DUMARESQUE: 1 he was referring to some information, but |

2 Q. No, that’'sokay. Thank you. That'sfair. | 2 wasn't sure if all had to be under genera

3 mean, the fact isthat it was seven years old. 3 rate application documentation as opposed to

4 It was advertised for yearson the internet 4 others, other information that’s on the public

5 and nobody would buy it. 5 record and actually did get presented here at

6 MR. MARTIN: 6 the Board. Sothat’'s-- | take your guidance

7 A. |justwanted to clarify that. There’' stwo 7 thereif it's allowed or not.

8 elements, as | mentioned. One element is 2007 8 CHAIRMAN:

9 and the other was 2000 and - 9 Q Wadl, I mean,Ithink -- obvioudly ifit's
10 MR. DUMARESQUE: 10 used in another proceeding, thenit is a
1 Q. '05. 11 matter of public record, but it is not part of
12 MR. MARTIN: 12 the record for these proceedings, as |
13 A. It may be attached here. | think it was 2009, 13 understand it. So it would be available, but
14 0 - 14 it would not be available now. | mean, we'd
15 MR. DUMARESQUE: 15 have to go back and we'd have to go into the
16 Q. No, 2005. The turbine was 2007. The 16 Board -

17 generator 2005. 17 MS. GLYNN:
18 MR. MARTIN: 18 Q. Wemay be ableto get it from the website, but
19 A. Onceagain, we need to - 19 I'm not sure, Mr. Chair. Itwouldn’'t bea
20 MR. DUMARESQUE: 20 part of this record, no.
21 Q. Youcan- 21 CHAIRMAN:
22 MR. MARTIN: 22 Q. Yeah
23 A. | canconfirm that, so we'll get someone to do 23 MR. YOUNG:
24 that due diligence for us. 24 Q. And of course, normally you'd get a day
25 MR. DUMARESQUE: 25 notice, so we can review the matter.
Page 46 Page 48

1 Q. Youcan correct me if you want, yeah. On 1 CHAIRMAN:

2 costs again, I’d liketo go back there a 2 Q. Yeah

3 little bit. We are now aware that this had 3 MR. YOUNG:

4 been advertised, the complete package, 28r 4 Q. There's anawful lot of documents on the

5 million or nearest offer. Hydro itself did 5 record of the PUB.

6 some work in preparing for the acquisition of 6 MS. GLYNN:

7 the turbine, albeit asl said earlier, a 50 7 Q. Absolutely.

8 megawatt and then a60 megawatt, and I’ m not 8 MR. YOUNG:

9 surethat we can get thisup on the screen 9 Q. ThatthisBoard hasreceived in thelast ten
10 because it is on the public record, but it is 10 years or so, you know. Wedon't have recall
11 a document named CE-47 REV.1 Public. Thiswas |11 of all of them obviously, but if we had had it
12 inthe proceedings here during the Muskrat 12 in advance, we could have reviewed it, like we
13 Falls debate or application. 13 did with the transcripts here.

14 (10:30 am.) 14 CHAIRMAN:

15 CHAIRMAN: 15 Q. Yeah.

16 Q. I don'tthink -- I’ve just been advised by our 16 MR. DUMARESQUE:

17 Vice-Chairman of course that that wouldn't be 17 Q. Yes, Mr. Chairman, and | apologize for that
18 part of this record. 18 because | thought because it was on the public
19 MR. DUMARESQUE: 19 record at the PUB that it would have been
20 Q. Okay. | noticed yesterday that Mr. - 20 easily accessible, but | take your guidance on
21 CHAIRMAN: 21 itand | mean, I’d be happy to tableit. It's

22 Q. That wasaprevious proceeding, so | - 22 just a couple of pages and we can have it for
23 MR. DUMARESQUE: 23 therecord that it confirms that the High

24 Q. Yeah. Likel waswondering about that because |24 level estimate of Hydrofor a50 megawatt
25 I noticed Mr. Johnson went back to 2004 when |25 generator was $40 million, including
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1 installation. So I'll provide that to 1 and was analysis done, do we have theright
2 everybody for the record. 2 sign offs. There'saseries of sign offs that
3 In addition to that piece of information, 3 have to happen in the company below me before
4 I'd like to draw your attention to GT-PUB-NLH- 4 it comesto me to ensure legal, finance,
5 012 and thisis a question which identifies on 5 engineering, operations and some others have
6 page eight of the report it states that "Hydro 6 al reviewed the package and are in agreement
7 identified several combustion turbine options 7 with it and then it comesto mein thefina
8 that could provide capacity up to 100 8 analysis. 1'm seeking those sign offs. I'm
9 megawatts’ and| would liketo draw your 9 seeking acheck the processand following
10 attention to the answer in Table 1 and 10 assurances that those things have been taken
11 particularly to page three wherethe Wood 11 careof properly, if it needed my approval
12 Group -- would you be aware, Mr. Martin, that 12 authority, I would sign off on itat that
13 thisinformation was being sought and would 13 point.
14 you have seen the results of this survey? 14 Up to that point, roughly speaking, they
15 MR. MARTIN: 15 would give me, you know, amonthly update.
16 A. | knew it was being sought. | can’t remember 16 I’'m sure if something changed or some new
17 looking at the particular results of this at 17 information came in that was unexpected, they
18 that particular time. 18 wouldn’t limit themselves of that. They'd be
19 MR. DUMARESQUE: 19 into seemein acoupleof days. Butit
20 Q. Sohow often would you be updated on this now, 20 wouldn’t be something that would be generally
21 because you' re getting into 2014? WEe ve had 21 on adaily or weekly basis.
22 the blackouts and you obviously now know 22 MR. DUMARESQUE:
23 you've got to get more generation. So how 23 Q. Okay, thank you. If | couldjust, asl said,
24 often would you be informed or get updated on 24 draw your attention to page three and the Wood
25 what' s happening with the acquisition of this 25 Group GE SE 7EA machine, this would be for 99
Page 50 Page 52
1 generation? Would it be daily, weekly, 1 megawatts. Previously owned equipment but
2 monthly? 2 never used, approximately five years of age.
3 MR. MARTIN: 3 Y ounger than the onewe purchased and the
4 A. | can't give an exact timeframe. It would be 4 price that they would have -- they gavefor
5 -- it would tend to be more, you know, monthly 5 the purchase and installation, engineering was
6 and longer than weekly. The reason for that 6 52.1 million usdollars. Soyou would not
7 would be my involvement would be upfront more | 7 have been given that price? Y ou weren't the -
8 so, understanding what type of unit they’re 8 - oh, maybe-- I'm not sureif | wasclear.
9 looking for, the capacity, understanding the 9 Y ou were not told that it was advertised for
10 budget parameters, you know, understanding 10 $23 million and you weren't told now or you
11 that the right people had been involved 11 don’'t recall -- or do you recall that you were
12 setting specifications and such and at that 12 told that this similar type machine would be
13 point, | would turn that over to the technical 13 available for installation for $52 million?
14 vice-president and the finance people who 14 MR. MARTIN:
15 would be responsible for contract evaluation 15 A. No, | wouldn't beinformed of that type of
16 and purchasing and they would deal with it 16 analysis. Asl| described, |1 would set the
17 from thereon in. Knowing that the processes 17 parametersand | would ensurethat it went
18 were in place from a public tendering 18 through a vigorous process to meet the
19 perspective that, you know, it would yield a 19 tendering requirements and the detail in
20 particular recommendation that met those 20 behind that, | wouldn’t be informed upon on a
21 parameters and it would be at that point that 21 regular basis. | know that, you know, this
22 prior to awarding that that | would get a 22 would be one element. There’ s other elements,
23 deeper debrief, but my rolewould be fairly 23 and you know, | would understand that there's
24 much directed at, you know, did it meet the 24 a seriesof elements that added up to a
25 requirements, did we follow the right process 25 particular budgetary cost. | would be
Page 49 - Page 52
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1 interested as it progressed through the 1 review documentation, review tendering
2 process and thefina numbers were being 2 protocols, review specifications, that all
3 landed on that it wasall inclusive, sothe 3 haveto sign off on an actual acquisition of
4 total amount that | had understood that it 4 this nature before it comesto me. | don't
5 would likely be in arange of, my role at that 5 have a comprehensive list in front of me, but
6 point is to make sure finaly when the bid 6 as | mentioned earlier, generaly it would be
7 award happens are all those elements included 7 legal, engineering, finance, operations and
8 aswell, which would include this plus many 8 some others. It's an extensive list that you
9 other things. That would be my perspective. 9 can imagine thetypes of things. All the
10 MR. DUMARESQUE: 10 functional group, plus the operational groups,
11 Q. Yes, becausel recall at the AGM, not in this 11 they al have to sign off on the
12 transcript, but you certainly made it clear 12 recommendation before it comes to me and
13 that the buck stops with you, even though you 13 that’swhat | refer toas adue diligence
14 are not in on the daily or weekly decisions of 14 process and review, internal to the company.
15 what information is available. At the end of 15 MR. DUMARESQUE:
16 the day and in this particular contract, did 16 Q. Thenext sentenceor inthe same sentence,
17 the buck stop with you? You weretheonewho |17 "Hydro became aware of potentia
18 had to give thefinal green light to signing 18 investigations of ProEnergy Services." Did
19 this contract? 19 your officials make you aware and when did
20 MR. MARTIN: 20 they make -- if they did, when did they make
21 A. Yes 21 you aware of the potential investigations by
22 MR. DUMARESQUE: 22 us authorities of this company?
23 Q. Further inyour statements that day, you said 23 MR. MARTIN:
24 that -- on page five, you said "there’s a 24 A. Mr. Maclsaac did make me aware. | can't
25 company" -- on the top of that third sentence, 25 remember a specificdate. You know, it
Page 54 Page 56
1 "there’ s acompany that isin the business of 1 obviously would be during that due diligence
2 having several of these, many, many, many of 2 process.
3 these types of units available and we go to 3 MR. DUMARESQUE:
4 these brokers so to speak and we went 4 Q. Beforethetender was awarded, would it be?
5 worldwideto see what is available” And 5 MR. MARTIN:
6 further down towards the end of that page, you 6 A. Yes. I'mamost sure. | probably needto
7 said "we talked to people who have dealt with 7 check some of these details, but -
8 the company we're dealing with from asales 8 MR. DUMARESQUE:
9 and installation perspective worldwide and 9 Q. Yes, | would certainly like -
10 they have an extremely good reputation.” 10 MR. MARTIN:
11 I'd like to draw your attention to GT-DD- 11 A. -it might not be the due diligence process.
12 NLH-036. I've asked "please indicate when and 12 I’'m thinking, yes, it would have happened
13 how you became aware of the investigation by 13 before that.
14 usauthorities into ProEnergy Services and 14 MR. DUMARESQUE:
15 what due diligence did you do upon learning of 15 Q. | wouldliketo ask that as an undertaking, if
16 thismatter?' The second paragraph of that 16 you could provide when you were made aware of
17 answer "through the due diligence process' and |17 these potential investigations and also, what
18 | guess my question iscan you explain to me 18 doyou recall being told the investigations
19 what the due diligence process would have been |19 were about?
20 that they’ re referring to here? 20 MR. MARTIN:
21 MR. MARTIN: 21  A. Areyou asking me that now?
22 A. Within the company, | mentioned this earlier, 22 MR. DUMARESQUE:
23 although | didn’t refer it as a due diligence 23 Q. Yes, yes.
24 process but that’s what it is, we have a 24 MR. MARTIN:
25 series of departments that they’ re required to 25 A. Pretty much what'shere. You know, Mr.
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25 MR. DUMARESQUE:

Page 57 Page 59
1 Maclsaac would be accountable for moving this 1 Q. | wouldsuggest, Mr. Martin, that thiswould
2 process ahead. He would have informed methat | 2 have been a big red flag that the company that
3 there was some potential investigations with 3 we're about to give 100 million dollar
4 ProEnergy. They’'relooking intoitand he 4 contract to, would have been abig red flag,
5 would keep me apprised if there was anything 5 but I guess nothing happened more with it
6 that would be problematic or not and | would 6 because it was after the tender was awarded on
7 have indicated to him, fine, keep me informed 7 June the 4th that you felt still comfortable
8 if something comes up, and he would have been 8 enough to be able to say that this company was
9 moving on with it and | would have goneto 9 an extremely good reputation?
10 other things. 10 MR. MARTIN:
11 MR. DUMARESQUE: 1  A. Yes
12 Q. Doyou recal specifically - 12 MR. DUMARESQUE:
13 MS. GLYNN: 13 Q. I wouldliketo -- yes.
14 Q. Mr. Dumaresque, again I’m going to ask, does 14 MR. MARTIN:
15 that complete your undertaking or is there 15 A. Andl would goontosay that aswe followed
16 something further you require? 16 through our work with ProEnergy, | have to
17 MR. DUMARESQUE: 17 commend them onthe work. They’'ve been
18 Q. No, that completes that undertaking. 18 professional and done what they’ve said
19 MS. GLYNN: 19 they’re going to do and they have performed
20 Q. Thankyou. 20 well. | just wanted to state that, you know,
21 (10:45am.) 21 from ProEnergy’s perspective because, you
22 MR. DUMARESQUE: 22 know, any good contractors that we deal with,
23 Q. Butdoyou recall specifically the fact that 23 | want to make it clear that we were satisfied
24 this company was under investigation for 24 with their performance.
25 selling used equipment at very highly inflated 25 MR. DUMARESQUE:
Page 58 Page 60
1 pricesin Venezuelaand Us authorities were 1 Q. Youthenindicated earlier oninthat page, in
2 investigating whether there might have been a 2 the middle of the page, that -- on pagefive,
3 breach of the Foreign Officials Corruption Act 3 yeah. "We had our own assessments done." So,
4 where foreign government officialswould be 4 the -- now I'd liketo deal with the machine
5 bribed? 5 itself.
6 MR. MARTIN: 6 MR. MARTIN:
7 A. | was made aware that therewasa-- theus 7 A. Mr. Chair, unfortunately a short break would
8 government was involved in some form of 8 be appreciated. Apologize for that.
9 investigation. | remember that it was ina 9 CHAIRMAN:
10 South American context and that they were 10 Q. Notatal, sir. We'll take ashort break.
11 looking into it. That would have been about 11 MS. GLYNN:
12 the extent of it at that time, where upon as | 12 Q. Mr. Chair,we areat 10 to 11. Perhapswe
13 mentioned, my instructions would be "well, 13 could break now for the half hour.
14 stay on it and work it through. Make sure 14 CHAIRMAN:
15 that everything isfine from our perspective, 15 Q. Want to break for your full half hour?
16 and if things change, let me know." So they 16 MS. GLYNN:
17 would have been giving me that as an 17 Q. Yes
18 information detail that was relevant and | 18 CHAIRMAN:
19 would have instructed them -- | would have 19 Q. Okay.
20 said "well, appreciate the update. Keep me 20 (BREAK - 10:49 am.)
21 informed if there’san issue" and | would -- 21 (RESUME - 11:26 a.m.)
22 obviously the accountability would still rest 22 MS. GLYNN:
23 with Mr. Maclsaac and he and his team would 23 Q. Mr. Char?
24 see that through. 24 CHAIRMAN:

25 Q. Yes, sorry?
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1 MS. GLYNN: 1 Q. Yes, sorry, soit was around the timing of the
2 Q. There was a point about the undertaking 2 investigation. My apologies.
3 requested by Mr. Dumaresque. When | asked if 3 CHAIRMAN:
4 he was -- if the answer satisfied his 4 Q. Sowe'real clear on that now, are we?
5 undertaking, he responded yes, but he 5 MS. GLYNN:
6 misunderstood. He thought | was asking if the 6 Q. Thereistwo undertakings. Undertaking 8 was
7 undertaking was still being requested. So 7 for timing and copy of the information for the
8 thisis around the line of questioning of when 8 advertisement. Undertaking 9 would be aware
9 Mr. Martin became aware of the advertisement 9 of the investigation of ProEnergy.
10 and the copy of the information that comprised 10 MR. DUMARESQUE:
1 that advertisement. So that undertaking 11 Q. Yes
12 remains a question from Mr. Martin. | don't 12 CHAIRMAN:
13 know if Mr. Young has any questions or any 13 Q. Sol guess, Mr. Dumaresque, we are now back to
14 comments on that undertaking. 14 you.
15 MR. YOUNG: 15 MR. DUMARESQUE:
16 Q. Justone. We can answer these undertakings as 16 Q. Thank you, Mr. Chairman. Mr. Martin, at this
17 well aswe can and sometimes a question like 17 point we know the record is clearing showing
18 "when did you become aware", Mr. Martin’s 18 that we had this machine being offered for $23
19 memory at this point is not absolutely clear 19 million or the nearest offer. We now know it
20 on it, we may not be ableto provide, unless 20 was sevenyears old at thetime that we
21 there’'sanote in afile or something. So, we 21 purchased it. We know that it was advertised
22 can do what we can on that. 22 for years and nobody would buy it. So, as|
23 CHAIRMAN: 23 just said before we broke, you told us on June
24 Q. Youwill doyour best. 24 4th of last year, on page five of that
25 MR. YOUNG: 25 presentation, that you had your own
Page 62 Page 64
1 Q. Indeed. 1 assessments. Hydro did its own assessments.
2 MS.GLYNN: 2 Can you please tell me what assessments they
3 Q. So we'll note that in the record as an 3 were?
4 undertaking. 4 MR. MARTIN:
5 MR. DUMARESQUE: 5 A. Thedetail around that would be best asked to
6 Q. Yes. Now that was one undertaking. The 6 Mr. Maclsaac, although | am aware that we had
7 second undertaking, are we clear on the second 7 sent some of our -- some of Newfoundland and
8 undertaking, the one concerning ProEnergy, the 8 Labrador Hydro’ s people with expertise in this
9 company? When was he told about the 9 areato visit the unit and ProEnergy’s office
10 investigation into the company and what was 10 and they did areview and I’'m aware aswell
11 the nature of the briefing that he got from 11 that Mr. Maclsaac had hired an outside
12 his vice-president at the time was the second 12 independent firm experienced in providing
13 undertaking. 13 these types of assessments to do an assessment
14 MS. GLYNN: 14 aswell.
15 Q. That'smy mistake, Mr. Dumaresque. It wasthe |15 MR. DUMARESQUE:
16 second undertaking that we were talking about. 16 Q. Yes. Soyou never went yourself, did you?
17 Sorry. 17 MR. MARTIN:
18 MR. DUMARESQUE: 18 A. That'scorrect. | did not go myself.
19 Q. Yes, that’swhat | thought. 19 MR. DUMARESQUE:
20 MS. GLYNN: 20 Q. Therecord also showsthat in the request for
21 Q. Theone of the advertisement had already been 21 what was being done, | asked under PR-DD-NLH-
22 agreed to. 22 008 if it could provide-- | askedif you
23 MR. DUMARESQUE: 23 could provide copies of an independent third
24 Q. Yes, that'swhat | thought. 24 party appraisal. So hereyou are, as| said
25 MS. GLYNN: 25 earlier, you're the person who' s going to sign
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1 off on this contract. Y ou know that the unit 1 MR. DUMARESQUE:
2 has been offered for 23 million and you know 2 Q. Intheresponse to this question, you indicate
3 it'sseven yearsold. Normal depreciation 3 that therewas no independent third party
4 would bring it down to probably around $15 4 appraisal for fair market value. | ask you
5 million for the package. The first thing that 5 again, why didn’t you do an independent third
6 you would do, even if you were buying a used 6 party appraisal for fair market value? It
7 car, you would take it to agarage and let 7 would be anormal thing to do.
8 somebody have alook at it. So did you do an 8 MR. MARTIN:
9 independent third party appraisa for fair 9 A. Thefirst thing, isthat the full answer for
10 market value of this particular package? 10 the RFI? | just can’'t seeit there. Okay,
11 (11:30am.) 11 no, that’s good. | appreciate that.
12 MR. MARTIN: 12 Once again, it'sadetail | refer to Mr.
13 A. Justto clarify apoint first in your comments 13 Maclsaac, but the point, from my perspective,
14 prior to the question. You had alluded to 14 isit'sthe tendering processthat setsthe
15 suggesting an impact of depreciation would 15 value at the end of the day. So, regardless
16 drop it to $15 million. There's no 16 of such an assessment, once we understood or
17 substantiation for that comment that | believe 17 once | understood or | understand that there
18 istrue. So | want to just make it clear that 18 was more than one qualified bidder, at that
19 by virtue of not saying anything about it 19 point the outcome of the bid iswhat | am most
20 meansthat | agreewith it. | don't agree 20 interested in with respect to determining what
21 with that. 21 the best options are.
22 Asfar asthe type of assessment and such 22 MR. DUMARESQUE:
23 that was done from amarket perspective, | 23 Q. Mr. Martin, aswe said before, the buck stops
24 think you'd haveto ask Mr. Maclsaac that. 24 with you. How could you sit there in that
25 From my perspective, repeating myself alittle 25 chair knowing that the unit was being
Page 66 Page 68
1 bit from earlier comments, but | focus on the 1 advertised for $23 million, it was seven years
2 larger budget estimate, ensure that the right 2 old, people around the world were asked to buy
3 parameters are in place for what we're 3 it for yearsand would not buy it, and you
4 searching for and then | turned it over to Mr. 4 decided you would not do a fair market
5 Maclsaac to deal with that with his staff and 5 appraisal for itsvalue? You expect usto
6 other supporting staff until it comes back 6 think that that isa responsible position to
7 after a comprehensive tendering process and 7 take asthe chief executive officer of this
8 due diligence process, at which point | get 8 corporation going into buying a 100 million
9 reinvolved. It'sexplained to me the process 9 dollar piece of machinery?
10 that was followed and | take your 10 MR. MARTIN:
11 recommendation at that point provided all of 11 A. Sowhat | believeisresponsibleisthis: We
12 the required work was done. 12 did a-- and I’'m repeating myself, | apologize
13 MR. DUMARESQUE: 13 for that somewhat, but the processthat |
14 Q. So you say you don’'t agree with the 14 monitor isthe fact that wedo a budget
15 depreciated value. You don't agree with the 15 estimate and we do that based upon budgetary
16 fact that it depreciatesat all or you just 16 quotes that we receive from qualified
17 don’'t agree with the value? 17 suppliers andin that budgetary quote, it
18 MR. MARTIN: 18 would range from the actual purchase of the
19 A. ljustdon't agreewiththe value becausel 19 turbine and generator unit and it would also
20 don’'t know what you' re talking about and such 20 include budgetary quotes for al of the
21 and when you make a statement like that and | 21 remaining supporting infrastructure,
22 don’'t respond toit, I'm just concerned that 22 transportation and project management costs,
23 by my silence people will think | agree with 23 engineering, et cetera, which would take that
24 it. 'mjust stating that that’snot the 24 actual unit price and it would add the
25 case. 25 necessary auxiliary coststo that unit price
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1 and that would provide an overall budgetary 1 I’m comfortable that we had afair market
2 quote estimate. That work was done and that 2 value assessment becausewe had a tender
3 yielded an expectation that was provided to me 3 process that set the value in the market. It
4 and then following that, the team went out to 4 doesn’t get any fairer than that.
5 tender based upon a series of specifications 5 Some other types of assessment wouldn't
6 and we have a budgetary document with some 6 be avigorous as that because we have atrue
7 ranges that would give us an understanding of 7 value of the unit and the construction related
8 what fair market value should look like, 8 toitin the market because we had atender
9 although once again that is an indicator. The 9 process. By the very nature of the tendering
10 outcome of thetendering process is what 10 process, we have fair market value.
11 actually determines the costs fully installed 11 CHAIRMAN:
12 of aunit such asthis nature. 12 Q. In short, the tendering process captures
13 MR. DUMARESQUE: 13 prudence.
14 Q. Mr. Martin, you're answering your own 14 MR. MARTIN:
15 questions, but not mine. Why did you not 15 A. That'scorrect.
16 insist that there be afair market value 16 MR. DUMARESQUE:
17 appraisal, third party appraisal of this unit? 17 Q. Mr. Chairman, again, because we got this late
18 MR. CASS: 18 notice, | guess, of being able to question Mr.
19 Q. Mr. Chair, | believethisquestion hasbeen 19 Martin, we weren’'t able to get all of the
20 asked and answered at |east three times. 20 documentation that | would be referring to, so
21 CHAIRMAN: 21 at this point, again | would like to, as| did
22 Q. I don't-- Mr. Dumaresque, | have -- yeah, | 22 earlier, table testimony beforethe Public
23 don’'t see the point in your questioning. Mr. 23 Service Commission in the State of Missouri
24 Martin has attempted to answer your question 24 dealing with the fair market value of the
25 and he's saidthat it probably would be 25 D501A combustion turbine units. Thiswould be
Page 70 Page 72
1 appropriate to refer to later proceedings with 1 precisely the same turbines, combustion
2 respect to the details of these matters, you 2 turbines that we purchases and certainly while
3 know, so I’'m not surewhat point thereisin 3 | don’'t expect Mr. Martin can refer to this
4 repeating your question. I’'mnot trying to 4 today, | would like to haveit put onto the
5 preempt your rights, but there are some 5 record so it will bea part of the cross-
6 reasonable rules of procedure that we have to 6 examination for Mr. Martin in the future or
7 adhereto. 7 some other official.
8 MR. DUMARESQUE: 8 CHAIRMAN:
9 Q. Okay. ButI'll just conclude on that point by 9 Q. Sothat would be referred for the prudency
10 asking asimple question. Mr. Martin, do you 10 part of our review you’ re suggesting?
1 think it would have been prudentto havea 11 MR. DUMARESQUE:
12 third party appraisal for fair market value of 12 Q. Yes
13 this unit? 13 CHAIRMAN:
14 MR. MARTIN: 14 Q. Okay.
15 A. The public tendering process provides me with 15 MS. GLYNN:
16 ameasure of value of thisunit and othersin 16 Q. Mr. Dumaresque, you can see myself or Cheryl
17 comparison. That’sthe nature of tendering. 17 after and we'll make sure that gets onto the
18 Y ou get amarket price. And by virtue of the 18 record.
19 fact that there was more than one qualified 19 MR. DUMARESQUE:
20 vendors, and if my memory serves me correct, 20 Q. Yes, and the caption just very quickly isthat
21 there were four, atendering process gives you 21 the final number on these brand new units was
22 the purest value of fair market value because 22 $23 million. Mr. Martin, further in the
23 you havefour qualified bidderswith four 23 response to that question on page five, you
24 different proposals and that actually sets the 24 said that -
25 market isthe point I’'m trying to make. So 25 MR. MARTIN:
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1 A Just could I just ask one question of 1 the person who did that report.
2 clarification? It might ease some of my 2 MR. YOUNG:
3 responses. When you make astatement and 3 Q. Mr. Chair, just for assistance, | think we're
4 leave it hanging there and | don’t respond to 4 talking about a different RFI.
5 it, is it clear that I’m not agreeing with 5 MS. GLYNN:
6 that? 6 Q. Yeah.
7 MS. GLYNN: 7 MR. DUMARESQUE:
8 Q. Yes itis 8 Q. Wdl,it's--
9 MR. MARTIN: 9 UNKNOWN SPEAKER:
10 A. Okay. Sol’mfinewiththat, sol don’'t have 10 Q. IsitBD?
11 to say it any more. 11 MR. DUMARESQUE:
12 MR. DUMARESQUE: 12 Q. NP-NLH-022. That'swhat appears -
13 Q. Inyour response to questions at the AGM, 13 MS. GLYNN:
14 again on page five, in addition to the "we had 14 Q. Intheprudencereview or inthe GRA itsalf,
15 our own assessments done with respect to how 15 Mr. Dumaresque?
16 well it wasmaintained. We also hired an 16 MR. DUMARESQUE:
17 independent engineer to give us an additiona 17 Q. Wadl,itwouldn't havebeenin the prudence
18 report.” Can you tell mewho that engineer 18 review, no.
19 was? 19 MS. GLYNN:
20 MR. MARTIN: 20 Q. And notin the gas turbine either? The
21 A. | can't, but Mr. Maclsaac could. 21 question we just had up, NP-NLH-22 is about --
22 MR. DUMARESQUE: 22 oh, it'sgone now. It was about the forecast
23 Q. I'dliketo refer you to NP-NLH-022. Thisis 23 rate base, was it not?
24 aquestion - 24 MR. DUMARESQUE:
25 MS. GRAY: 25 Q. Okay. I'm not sure where this one --
Page 74 Page 76
1 Q. Sorry, Mr. Dumaresque, inwhat proceeding? 1 actually, this comes from the Holyrood Black
2 Areyou talking the GRA? 2 Start Diesel Unitswhich isa part of the
3 MR. DUMARESQUE: 3 prudence review, | think, one of the things on
4 Q. What? 4 the prudence -
5 MS. GRAY: 5 MS. GLYNN:
6 Q. Areyouincombustion turbine? Isit just NP 6 Q. They would be under the combustion turbine, |
7 MR. DUMARESQUE: 7 think.
8 Q. NP-NLH-022. 8 MR. DUMARESQUE:
9 MS.GRAY: 9 Q. Okay, maybe, but -- yeah, because they were
10 Q. Okay. 10 joined together or something.
11 MR. DUMARESQUE: 11 MS. GLYNN:
12 Q. Actualy, not therevised -- not the first 12 Q. Yes
13 revision, the onel’m looking at. It's 13 MR. DUMARESQUE:
14 without the revision. | don’'t know - 14 Q. And trying to navigate the website is
15 MS. GRAY: 15 something else. But as| said, you know -
16 Q. Without therevision, okay. 16 MS. GRAY:
17 MS. GLYNN: 17 Q. It'sunder (inaudible).
18 Q. I don’'t know if that remains available. 18 (11:45am.)
19 MR. DUMARESQUE: 19 MR. DUMARESQUE:
20 Q. Well maybe-- andit'snot so sdient, it's 20 Q. Yes that's itthere. Sojust page one of
21 just that | asked to provide acopy of the 21 that attachment. Yes, | just want to draw
22 2011 AMEC Consulting Report on the condition |22 your attention to the date of 19 December 2011
23 of the Holyrood turbine and basically all it 23 and Mr. Blair Seckington is the gentleman that
24 doesis confirm that AMECwas hired and a 24 took responsibility for that study. 1'd like
25 gentleman by the name of Blair Seckingtonwas |25 to also then go to NP-NLH-368 which is under
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1 the General Rate Application and page one of 1 was not done to determine fair market value.

2 two. We see AMEC Americas Limited. AMEC | 2 Isthat true?

3 Americas Limited, Engineering Division, witha | 3 MR. MARTIN:

4 couple of contracts there, 7,000 and 91,000. 4 A. That'scorrect.

5 Further down in the operating side, they have 5 MR. DUMARESQUE:

6 a couple of more questions. 6 Q. It wasdoneto undertake the inspection of the

7 So, what I'm asking, | guess, Mr. Martin, 7 suitability, as| said, for itsuse here. If

8 is that did you have any idea that the 8 you go to the next page, page six, let’slook

9 independent third party engineer that you 9 at someof thethings that were done and
10 asked to do this assessment was indeed very 10 specifically 3.1, areview of the original PO
11 involved with Hydro and had been arecipient 11 and specifications for the GT, if available.
12 of hundreds of thousands of dollars of 12 That was supposed to be done. None were
13 contracts from 2011 right up until 2014 and 13 available for review during the period. If
14 continues today? 14 you go to page eight of that independent third
15 MR. MARTIN: 15 party assessment, it says that, at the top of
16 A. Yes 16 page eight there, "no significant rusting or
17 MR. DUMARESQUE: 17 corrosion of various parts. There was
18 Q. Soare you still satisfied that hewas an 18 undisturbed dust coating in some areas
19 independent third party appraiser? 19 indicating the equipment had not been
20 MR. MARTIN: 20 disturbed or moved. No evidence evident of
21 A. Yes, they'rea very professional firm and 21 vermin or birds nesting in the equipment. The
22 their people do good work. They’re certainly 22 GT seems to be in condition, in good condition
23 not limited to work in Newfoundland and 23 interms of itsvisible external elements.”
24 Labrador obviously and we havefound their 24 Areyou satisfied that the assessment that was
25 work to be good over the years. Strong, 25 done on that day spoke to the internal

Page 78 Page 80

1 highly qualified people and we were pleased to 1 integrity of the unit?

2 use them. We have trust in their viewpoints. 2 MR. MARTIN:

3 They have atrack record with us and other 3 A. Youneedtotakto Mr. Maclsaac about those

4 major companies as well. 4 details.

5 MR. DUMARESQUE: 5 MR. DUMARESQUE:

6 Q. Yes and certainly inthat therewould be 6 Q. But Mr. Martin, you're an engineer.

7 certainly no fear that they would create any 7 MR. MARTIN:

8 favour with you from that respect? 8 A. If that’saquestion, the answer is no.

9 MR. MARTIN: 9 MR. DUMARESQUE:
10 A. That'scorrect. 10 Q. Okay. Okay, then| remain corrected on that
11 MR. DUMARESQUE: 11 one. Theconclusions on page nine, the
12 Q. I'dliketo draw your attention to GT-CA-NLH- 12 conclusionson page nine, "the storage and
13 005. And this asksto "please provide a copy 13 condition monitoring hasbeen andis being
14 of Hydro’'s" -- no, wait now. Okay. 14 well managed.” We think that was a good thing
15 Attachment 2, yes, okay., Attachment 2, and 15 "athough in two years of the seven years of
16 pagefive. So thisindependent third party 16 thismachine, there areno records." The
17 assessment in paragraph two certainly makes it 17 final part, | guess, number five, of first
18 clear that AMEC was contracted to undertake a 18 number four, "the computer equipment in the
19 third party visual inspection/assessment of 19 climate control room appears well preserved,
20 the unitto determineif it had been stored 20 but may be obsolete and require a replacement
21 properly and its storage managed in suchaway |21 by newer systems. This equipment should be
22 asto maintain itsviability for servicein 22 suitable for application at Holyrood providing
23 Newfoundland and to provide an opinion onits |23 that the liquid fuel system to be provided by
24 suitability for service. So, the questionis 24 ProEnergy is suitable" because as you know,
25 thisthird party inspection was certainly -- 25 this equipment was using or set up,
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1 manufactured to use natural gas, not number 1 you to Mr. Maclsaac so | wouldn’t leave the

2 two diesel. "Theair intake system and air 2 impression that something else wasn't done, if

3 filter materials are modified so they will be 3 it was.

4 suitable for a salt water ambient air 4 MR. DUMARESQUE:

5 environment." So that had to be changed. 5 Q. TheRrrl that | identified earlier, | asked for

6 "The black start proposed to be added to the 6 the reports and of course, you said you did

7 existing equipment is integrated into the 7 other assessments, but there was nothing more

8 overall scheme and the NOx emissions 8 provided than this particular report. RFI PR-

9 capability requirementscan be met by the 9 DD-NLH-008 that was asking for the third party
10 existing water injection system and required a 10 assessment. There was another one. Oh, the
11 modification to the system." 11 other one wasthe onethat | just referred to
12 So this four-page, except for the 12 aswell, GT-DD -- yeah, so as| said, we will
13 pictures, except for the pictures, thisisthe 13 obviously follow up with Mr. Maclsaac, but the
14 four-page independent third party assessment 14 buck stopswith you, asyou’'ve said many
15 asto the quality of thisunit. Are you 15 times, and you're -- are you saying today
16 satisfied that this was a suitable, 16 you're satisfied that there was enough
17 comprehensive assessment of the suitability of 17 assessment on this unit that it would lead you
18 this particular unit for our use? 18 to be able to sign off on the contract?

19 MR. MARTIN: 19 MR. MARTIN:
20 A. Therewas a-- | think wetalked earlier, 20 A. That'scorrect.
21 there was a series of reviews and inspections 21 MR. DUMARESQUE:
22 by others as well as this. The combination of 22 Q. | would like to now refer to GT-DD-NLH-023.
23 what was done intotal, | am confident that 23 "Please providethe previous operating or
24 the assessment was done properly and 24 maintenance records for this unit prior to
25 acceptably. 25 purchase." So asthe answer says, "the unit
Page 82 Page 84

1 MR. DUMARESQUE: 1 isbeing supplied. It was never installed so

2 Q. Andisit your understanding then that this 2 there was no operating or operational

3 was the complete assessments that were done? 3 maintenance records available." That is

4 Was there any other engineering assessment? 4 correct?

5 MR. MARTIN: 5 MR. MARTIN:

6 A. | think, once again, you need totalk to Mr. 6 A. That'scorrect.

7 Macl saac about the extent and the work that 7 MR. DUMARESQUE:

8 was done. What I’m responding to is the fact 8 Q. InPR-DD-NLH-012, | asked "please explain why

9 that I’'m confident that the reviews that were 9 the cT was offline and unavailable at any time
10 done, thisincluded obviously, aswell as 10 this year, including any reports or work
11 whatever others were done, which Mr. Maclsaac |11 orders associated with such items.” And the
12 can fill youinon, | am confident that it was 12 answer is"during thisyear, the CT has been
13 appropriate to determine the usefulness and 13 offline and unavailable for scheduled outages
14 the use of this unit for us. 14 aswell as unplanned outages. Please seethe
15 MR. DUMARESQUE: 15 table below." And asyou know, Mr. Martin,
16 Q. You speak to other reports, you know, of 16 you issued a contract in April of 2014 with an
17 peoplethat gavethe other reports, but we 17 in-service date for $100 million knowing that
18 don’t have any other reports. 18 the unit was averaged for 23 million or
19 MR. MARTIN: 19 nearest offer, that it was advertised around
20 A. Well, just what | wastrying to do there was 20 the world and nobody would buy, it was seven
21 refer youto Mr. Maclsaac because | believe 21 years old, but you went ahead and signed the
22 you -- | understood your question to be 22 contract for $100 million. We now have on the
23 leading me down the path to agreeing this was 23 record that that contract has been upped and
24 the only work that was done. I’'m not sureto 24 the actual contract, we paid $115 dollars and
25 tell you the truth. | just wanted to refer 25 maybe more. When this contract was done, it
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1 was told that this unit was guaranteed to be 1 tried to get thisunit going, it would not

2 in service on December the 6th, 2014. Can you 2 start. Are you satisfied with the level of

3 confirm if this unit wasin service as per the 3 reliability that thisunit isnow going to

4 contract on December the 6th? 4 provide us when we need it?

5 MR. MARTIN: 5 MR. MARTIN:

6 A. No,itwasnot. 6 A. Yes | an. | will refer back to earlier

7 MR. DUMARESQUE: 7 comments | made, in the context of not this

8 Q. Whenwasthe unitin service? 8 particular piece of equipment but other pieces

9 MR. MARTIN: 9 of equipment, to the typical operational curve
10 A. I'dhaveto-- I'd refer youto Mr. Maclsaac 10 that exists for various units of this type of
11 for the details of the dates. | just don't 11 nature or other generating units. | refer to
12 have them at my fingertips. 12 it asa"bathtub curve" but in any event, it's
13 MR. DUMARESQUE: 13 atypical performance curvethat you seein
14 Q. | mean, thisisridiculous. | mean, you don’t 14 the industry where when you initially put a
15 know? 15 unit in service, it hasa relatively higher
16 CHAIRMAN: 16 incident of stop-start issues asit gets up to
17 Q. Mr. Dumaresque, Mr. Martin has answered the 17 speed and there' s generally fairly extended
18 question. | mean, I'm not sure what the point 18 time when the reliability is quite high and
19 isin haranguing him. Notthat | am Mr. 19 then asit nearsitsend of life, the outage
20 Martin's protector, he can protect himself, 20 frequency tendsto rise again. And from the
21 but there is adue process here that we have 21 information that 1’ve received and working
22 to follow. 22 with my people, | am comfortable that what
23 MR. DUMARESQUE: 23 we'reseeing hereis withinthe normof a
24 Q. Mr.Martin, therecord will show, aswell as 24 piece of equipment that hasbeen recently
25 the people of the Province knows, that on the 25 commissioned and |I'm comfortable, as |
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1 morning of March the 4th, March the 4th -- 1 mentioned, in answer to your question, with

2 that's December, January, February, three 2 the performance of the unit and it being fit

3 months after we were guaranteed in service on 3 for the purpose that it was acquired for.

4 this unit, we had paid out over $100 million, 4 MR. DUMARESQUE:

5 on March the 4th when we lost power and we had 5 Q. Inyour response to questions on June the 4th

6 to revert to the unit that was going to be 6 again, you indicated to the people there, on

7 saving us, that unit would not start. Is that 7 page four -- no, no, pagefive, that "this

8 correct? 8 unit comeswith a warranty”. Is this a

9 (12:00 p.m.) 9 manufacturer’ s warranty?
10 MR. MARTIN: 10 MR. MARTIN:
11  A. That'scorrect. Theinitial attempt wasto 11  A. Thisisawarranty provided by ProEnergy.
12 start and second attempt was made shortly 12 MR. DUMARESQUE:
13 thereafter and it started. 13 Q. Soit'snot amanufacturer’s warranty?
14 MR. DUMARESQUE: 14 MR. MARTIN:
15 Q. S0 200,000 peoplewere infreezing cold on 15 A. Onceagain, | would refer you to Mr. Maclsaac
16 March the 4th because this unit would not 16 onthat. Theinformation that was provided to
17 start. As you know from that table, the 17 mewas it was an unlimited warranty for a
18 Attachment 1, you also can see that on April 18 year, and I’m just not sure of the mechanics
19 the 18th, there was afailed start. On August 19 myself asto how that flowed through from a
20 the 6th and 7th, the next page, there wasa 20 manufacturer’s warranty on through to
21 forced outage for 11 hours and 12 minutes, and 21 ProEnergy or isProEnergy directly doing it
22 on August the 11th, it also had another failed 22 themselves or through someoneelse. | just
23 start. So here we have now evidence from this 23 don’t have the details. So | would suggest to
24 past few months, evenin the past few weeks, 24 you talk to Mr. Maclsaac about that.
25 that when thisunitis required or when we 25 MR. DUMARESQUE:
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1 Q. You say that that - 1 Q. Inthetender that was put out on April 7th,
2 MR. MARTIN: 2 and it concluded on April 21st, there were, as
3 A. | wassatisfied that the -- it was described 3 you said earlier, anumber of bids, and, in
4 to me as a one-year unlimited warranty. 4 fact, there were four bids. | don’'t have the
5 MR. DUMARESQUE: 5 exact RFI on that one, but there were four
6 Q. Soyousad on that day it normally would be a 6 bids. Two of these bids were, shall we say,
7 one-year warranty, butwe got a two-year 7 maybe just tossed in there, one didn’t have
8 warranty on this particular unit. You 8 any security deposit and would not have been
9 certainly just signed the contract and you 9 accepted, the other one was way out of the
10 know there was no two-year warranty. How 10 ball park of 170 million dollars or something,
11 could you makethat statement onthat day? 11 but there was a second bid put forward by pw
12 Because there was no two-year warranty. There |12 Power Systems out of Connecticut which wasa
13 was no manufacturer’s warranty and there 13 division of Mitsubishi. Are you aware of
14 certainly was no two-year warranty. Isthat 14 that?
15 correct? 15 MR. MARTIN:
16 MR. MARTIN: 16  A. I’'maware of the bid list.
17 A. That'sincorrect. There's atwo-year warranty 17 MR. DUMARESQUE:
18 on this unit as we speak. 18 Q. Areyou awarethat the bid that was put in by
19 MR. DUMARESQUE: 19 PW Power Systems was for brand new units with
20 Q. Atthetimethat you made that statement, Mr. 20 full manufacturer’ s warranty?
21 Martin, there was no two-year warranty. There 21 MR. MARTIN:
22 was anegotiation after and if | can be 22 A. I’mgeneraly aware, but onceagain you're
23 provided withthe details, but didn't you 23 starting to get into the detail of the bid
24 negotiate after all of the contract wasin and 24 process that | wouldn’t be directly involved
25 now you have atwo-year warranty, but at the 25 in, so when you start getting really specific
Page 90 Page 92
1 time that the contract was signed, at thetime 1 with two or three elements of the question, |
2 that you madethis statement, there was no 2 would defer you to Mr. Macl saac.
3 two-year warranty? 3 MR. DUMARESQUE:
4 MR. MARTIN: 4 Q. Yousad earlier, Mr. Martin, and | reiterate
5 A. No, | was confident we had a two-year 5 again, the buck stopped with you. When you -
6 warranty. The second year of the warranty was 6 MR. MARTIN:
7 predicated on the fact that we utilized 7 A. Areyousaying | said that here?
8 ProEnergy resources in the operational side of 8 MR. DUMARESQUE:
9 the unit and | had instructed my peopleto 9 Q. | said youearlier agreed - you earlier
10 make that happen so that we got atwo-year 10 agreed, yes, the buck stops with me, and you
11 warranty. So there was anegotiation to do 11 particularly signed off on this contract.
12 that afterwards, but | had instructed them to 12 When the moment came for you to sign off on
13 proceed and get that, and it had been offered 13 this contract, you were presented with two
14 tous, so | knew it was amatter of it was 14 options. You could have taken abid froma
15 available and | had told them to get it. 15 company, a manufacturer, Mitsubishi, one of
16 MR. DUMARESQUE: 16 the most renowned in the world, for 115
17 Q. Didyou pay more for this second year? 17 million dollars with brand new units with two
18 MR. MARTIN: 18 years full manufacturer’s warranty. Y ou had
19 A. That'saquestion you're going to have to ask 19 that choice, or you could have accepted the
20 Mr. Maclsaac. As| mentioned, it waswithin 20 bid by ProEnergy, a broker, under us legal
21 our expectations. | get a report on the 21 investigations -
22 overall budget. So rather than a venturea 22 MR.CASS:
23 guess, it's aquestion that Mr. Maclsaac 23 Q. Excuseme, Mr. Chair. Mr. Dumaresque hasa
24 should answer. 24 chance here today to ask questions. He' s not
25 MR. DUMARESQUE: 25 here to give evidence, to make editorial
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1 comments, to insult or harangue Mr. Martin, 1 Operations, Finance, and more, that go through
2 but perhaps if Mr. Dumaresque could ask 2 the public tendering process which by design |
3 questions. 3 do not get involved in, so that it is handled
4 CHAIRMAN: 4 with due process coming up through a series of
5 Q. |think, Mr. Dumaresque, that is a point that 5 professionals. When it comes to me, they’ve
6 we should take into account. | mean, we're 6 donethe analysis, they’velooked at al of
7 involved in, | repeat, you'reinvolved in 7 the bid documents for all of the bidders, and
8 cross-examination and the nature of your 8 they bring forward a single recommendation and
9 cross-examination should be questions to Mr. 9 | review the process documents, | ensure the
10 Martin, and not preambulatory statements 10 sign off of the due diligence process by each
11 perhaps. 11 of the leadsin those particular areas, and |
12 MR. DUMARESQUE: 12 receive assurance that the tender process that
13 Q. The question, Mr. Chair, is this, when 13 wasin placeisfollowed, and included in that
14 presented with the option of buying abrand 14 isthe operational engineering sign offsas
15 new unit to meet the specifications of the 15 well asthe financial, and based upon that,
16 tender and in service by December 6th, you 16 when | satisfy myself of that process, that's
17 decided to go with ProEnergy, a company under |17 when | approve it.
18 investigation, advertising for yearsa used 18 MR. DUMARESQUE:
19 machine for 23 million dollarsor nearest 19 Q. So-
20 offer, the questionis why did you go and 20 MR. MARTIN:
21 award this company the contract for 100 21 A. So | choose the recommended, you know,
22 million dollars which is nhow goneto at least 22 provided it followsthe right process. My
23 115 million dollars? 23 choice isto accept the recommendation after |
24 MR. MARTIN: 24 have ascertained the process were clearly
25 A. Wasthere another question down here | heard, 25 followed.
Page 94 Page 96
1 sir? 1'm hearing two questions here. | don’t 1 MR. DUMARESQUE:
2 know what’ s going on. 2 Q. Areyou sayingthen youweren't aware that
3 MR. DUMARESQUE: 3 there was a brand new unit being offered, you
4 Q. I’'mtheonly one here, Mr. Martin. 4 were not awarethat you had the choice to
5 MR. MARTIN: 5 choose between the brand new Mitsubishi with
6 A. Well, I’'m hearing other questions coming at me 6 two year warranty, you didn't know that that
7 from the back of the room. 7 was an option?
8 CHAIRMAN: 8 MR. MARTIN:
9 Q. Oh! 9 A. | knew that was an option.
10 MR. MARTIN: 10 MR. DUMARESQUE:
11 A. | findit distracting. 11 Q. Soyou knew that was an option, but you chose
12 CHAIRMAN: 12 to go with this contract, and again | ask you,
13 Q. Order, please. I'm not putting up with any 13 why?
14 comments from people - | mean, people are here |14 MR. MARTIN:
15 as spectators, they’re not participants, and 15 A. | did chooseto go with this particular
16 we got to maintain order, so I'll ask you to 16 arrangement because when it went through the
17 restrain yourself. You'redealing with Mr. 17 due diligence processthat | just described,
18 Dumaresque, sir, not the gallery. 18 it came out to be the recommended unit.
19 MR. MARTIN: 19 MR. DUMARESQUE:
20 A. Thankyou, sir. The process that was followed 20 Q. Mr. Chairman, wewill have, obviously, alot
21 when the recommendation comesto meisfollow |21 more time as we go into the Prudency Review to
22 the process directed by Mr. Macl saac that, as 22 get alot more detail asto actually how this
23 I mentioned earlier, there's a series of 23 al transpired, particularly on how the
24 professionalsin several different discipline 24 contract and the bid was ascertained and all
25 areas, which would include Engineering 25 of the elementsto that, so | will certainly
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1 be carrying on with that process and filing 1 GREENE, Q.C.:

2 information as| seefit that would be used 2 Q. Thank you.

3 during that Prudency Review, but for now that 3 MR. LUK:

4 is dl the questionsthat | havefor Mr. 4 Q. Ithinkit'sprobably PB-NLH-138, Revision 2.

5 Martin, and | would certainly end by welcoming 5 GREENE, Q.C.:

6 back to the Prudency Review because we will 6 Q. Okay, thank you.

7 have more questions for you, Mr. Martin. 7 MR. LUK:

8 CHAIRMAN: 8 Q. Attachment 1, page 1 of 26.

9 Q. Okay, dir, thank you very much. Madam, you 9 MS. DAWSON:
10 areon. 10 Q. WEIl probably send you ahill for that later
11 MR.EDMUND MARTIN - CROSS-EXAMINATION BY MS. MAUREEN 11 on.
12 GREENE, Q.C. 12 GREENE, Q.C.:
13 GREENE, QC: 13 Q. I'mnot surethat | can affordto pay it.
14 Q. Good afternoon, Mr. Martin. 14 Y es, thank you, sorry about that. I'm sure my
15 MR. MARTIN: 15 other reference - no, that’ s not it either.
16  A. Good afternoon. 16 It actually isthe subsidiaries, so perhaps
17 (12:15p.m.) 17 without actually taking thetimeto - I’'ll ask
18 GREENE, QC: 18 you the questions directly. It goes to the
19 Q. Asyou know, my nameisMaureen Greene, and | 19 entities that exist within the Nalcor
20 am Board Hearing Counsel for the purpose of 20 organization, not to spend time on any of the
21 this particular application. Thefirst area 21 individuals, but to give a sense of the types
22 that | would like to ask some questions of you 22 of issuesthat you as CEO deal with, and what
23 on relates to the decision making process at 23 arethe operating entitiesthat exist under
24 Hydro. You have already been asked certain 24 the Nalcor umbrella?
25 questions around what you have described as 25 MR. MARTIN:

Page 98 Page 100

1 the matrix organizational structure, and what 1 A. Andjust for clarification, isit the picture

2 I'd like to do isto ask additional questions 2 with all of theincorporated companiesor is

3 in areas that haven't been covered to put it 3 it the lines of businesses?

4 into context. Asyou will appreciate, thisis 4 GREENE, Q.C.:

5 the first time that the new structure for the 5 Q. It wasthe RFI that had the incorporated

6 Nalcor organization has come before the Board 6 companies.

7 in aregulatory environment, sothere are 7 MR. MARTIN:

8 additional questionswe would like to ask in 8 A. Let mejusttry to put that in context, and if

9 order to make sure that we understand how the 9 we have to refer to the document, we will, but
10 process works. So the first question that | 10 possibly not. Soif | can just talk about the
11 have, and | wonder if we could bring up PUB- 11 lines of businesses, which I'll call them
12 211, Attachment 1. That obviously is not the 12 first, which will be the broader categories,
13 onethat | waslooking for. | must have made 13 within Nalcor right now there is Newfoundland
14 awrong note. It's to dowith the current 14 and Labrador Hydro.
15 structure of Hydro, and it is the 15 GREENE, Q.C.:
16 organizations within the - the current 16 Q. I'msorry, it might help, it was NP 211, sorry
17 organizations within the Nalcor Energy 17 about that. Therewe are, and I'm sorry |
18 structure, and if you'll bear with me for a 18 interrupted you, but | was so pleased that |
19 moment, I'll find it. It isthe diagram of 19 had found my correct reference. So again this
20 al subsidiaries within the - under the Nalcor 20 is to put in context the organizational
21 umbrella, and unfortunately, | can’t make out 21 structure that’ s been put in place since this
22 my own writing for the numbers for the RFI. 22 was last reviewed by the Public Utilities
23 MS. DAWSON: 23 Board, and, yes, you did indicate these are
24 Q. If wecanassist, | think we' vefound it for 24 the incorporated entities, but I did want to
25 you. 25 at least first discuss what they are, and then
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1 you were going to bring ustowhat arethe 1 therefore, Twin Falls was shut down, and that

2 operating entities, but if you could comment 2 water then went to Churchill Falls and

3 first, please, on those incorporated bodies 3 Churchill Falls compensated the Lab West

4 that are shown asbeing part of the Nalcor 4 parties with an amount of power at a

5 Group? 5 particular price. So the Twin Falls Power

6 MR. MARTIN: 6 Corporation now still handles aseries of

7 A. Right, so from acorporate perspective, the 7 contract issues and procedures around that

8 first is obviously Newfoundland and Labrador 8 arrangement, and, | guess, recently alot of

9 Hydro, and Newfoundland and L abrador Hydro is 9 those arrangements were completed, the
10 the 65.8 percent shareholder of Churchill 10 contract was up in 2014, butin any event,
11 Falls Labrador Corporation, and the Lower 11 from my perspective, | don't spend any time
12 Churchill Development Corporation, and 12 with that particular company. | haveaVice
13 Churchill Falls isthe shareholder for Twin 13 President who deals with that, and it’s much
14 Falls Power Corporation, and one of the 14 more of a commercial long term nature, so |
15 shareholders. Just in that context, the Lower 15 don’'t put any time into that company on a
16 Churchill Development Corporation was a 16 regular basis. Sothat |eaves Newfoundland
17 corporation that was formed many years ago to 17 and Labrador Hydro in that particular cluster
18 begin the process of oneof the previous 18 of companies, and Churchill Falls Labrador
19 attempts for development of the Lower 19 Corporation, and | spend time with both of
20 Churchill. 1t'sa51 percent Newfoundland and 20 those companies. Thereis Nalcor Energy Oil
21 Labrador Hydro, and | believe 49 percent 21 and Gas, and it’sthe company that holds the
22 Federal Government. It's a dormant company at 22 province's equity interest inthe offshore
23 this point with essentially no assets, soit’s 23 here, aswell as some licences onshore, and we
24 redlly - | think there’s- I’'m not sure how 24 also currently have an extensive exploration
25 many meetings a year, have someone assigned to 25 program happening, and that is an active

Page 102 Page 104

1 that, but there’ s ameeting with the Federal 1 company and | do spend some time there. Gull

2 Government once or twice ayear, but it'sa 2 Island Power Company Limited is another

3 dormant company. Twin Falls Power Corporation 3 dormant company, | don’'t spend any time there.

4 - is thisthe kind of assessment you're 4 Nalcor Energy - Bull Arm,it's an active

5 looking for here, thiskind of detail? 5 company, but | don’t spend any time there. |

6 GREENE, Q.C.: 6 have aVice President assigned to that, and |

7 Q. Yes andasyou doit, you were going to also 7 don't participate on aregular basis. When

8 outline the ones that are operating companies, 8 you go to the Labrador-1sland Link, Labrador-

9 if you could indicate which ones are operating 9 Island Link Holding Corporation, and the
10 companies that would reguire an assignment of 10 Labrador-1dland Link Limited Partnership, and
11 your time when we come to the time reporting? 11 | go acrossto Muskrat Falls Corporation and
12 MR. MARTIN: 12 the other three at the end, Labrador-Idand
13 A. | understand. So the Lower Churchill 13 Link Operating Corporation, Labrador
14 Development would not require that, it's 14 Transmission Corporation, and Lower Churchill
15 dormant. Twin Falls Power Corporation, that 15 Management Corporation, these are structured
16 was the organization that was formed around 16 in this fashion for a series of reasons with
17 the same time that the Churchill Falls 17 respect to the Muskrat Falls Labrador-1sland
18 Labrador Development was undertaken, and as 18 Link, Maritime Link development, but they’'re
19 most people are probably aware, Twin Falls was 19 structured that way primarily for financing
20 the hydro installation providing power to Lab 20 purposes, and in some cases related operating
21 West before Churchill Falls. When Churchill 21 liability versus capital, and those types of
22 Falls cameinto play, it was more efficient to 22 things. | would work with those companies
23 redirect the water from Twin Falls into the 23 under one umbrella, and | would see that as
24 Churchill Falls Reservoir and turbine it at 24 one interms of allocating my time as a
25 Churchill Falls, it was more efficient, and, 25 Muskrat Falls development, with one Vice
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1 President accountable for that, but | would 1 of that particularly at the highest level, and

2 spend time aswell in that line of business. 2 then asit comes down into annual objectives

3 Soif | could summarize then, coming outside 3 and goals for the various people in the

4 of this particular corporate structure, | ook 4 corporation, they’re handled within the

5 at the business interms of thefive key 5 corporation, but approved by the Board of

6 areas, whichis Newfoundland and Labrador 6 Directors. They would in essence - the Board

7 Hydro, Churchill Falls Labrador Corporation, 7 would look at are the annual plans - do they

8 the Oil and Gas company, the Muskrat Falls 8 fit into the longer term and medium term

9 Labrador-l1dland Link entity, and Bull Arm, and 9 documents and approach that they had
10 | spend time in thefirst four, and next to 10 previously approved. In additionto that,
11 nothing on the Bull Arm side. 11 there are certain financial parameters around
12 GREENE, Q.C.: 12 what can be approved at different levelsin
13 Q. Thank you. | just wanted to bring attention 13 the organization. We have afinancial matrix
14 tothat. So these are the companiesthat are 14 that indicates obvioudly at any level what
15 under the Nalcor umbrella, and you've 15 level an individual in aleadership role could
16 indicated which ones are the operating 16 approve a particular expenditure, commitment,
17 companies. The next thing | wanted to talk to 17 or contract. That flowsup and at acertain
18 you about isthe Board of Directors, and | 18 point it comes to me, and then following
19 wonder here if we could bring up PUB-139, 19 myself, there's certain instances where that
20 Revision 1. The question isto date we've had 20 would have to go to the Board of Directors for
21 no discussion about therole of the Board of 21 approval, based upon information that the
22 Directorsin the decision making of governance |22 Board has approved interms of that type of
23 process at Hydro, and | wanted to give you the 23 authority, delegation. The Board of Hydro
24 opportunity to explain or to talk about how 24 meets approximately fivetimes ayear. Often
25 the Board doesinteract and what itsroleis 25 itsmoreif there'sissuesthat arise that

Page 106 Page 108

1 with respect to decision making, and what 1 need to be dealt with. The five key meetings

2 types of decisions go to the Board? 2 are generally everyone is there in person and

3 MR. MARTIN: 3 we have aformalized agenda, it's a set

4 A. Soonceagain a the highest level, the Board 4 agenda, and it goes through a series of

5 is heavily involved in improving the long term 5 reports, performance reports from each of

6 and annual plans, and | won't go through it in 6 Hydro'sinternal entitiesand divisions, and

7 detail again, but over thecourse of the 7 it would highlight certain key issues that we

8 previous week | had one or two opportunities 8 would like the Board to input in, approve, or

9 to describe the process of setting longer term 9 participate in, and that could range from
10 direction andvision for the company, you 10 reviewing our asset management plan to maybe
11 know, framing out aset of values that the 11 walking them through our safety performance
12 company would work under and decisionswould |12 and seeking some input from them, for
13 be made around those parameters. Then | 13 instance. There' salso periods of time during
14 described how longer term goals are set, 14 the year when budgets are formally approved
15 starting with about a 30 year outlook and then 15 and other things happen on a schedule that’s
16 that is brought back to be more specificin 16 laid out. Then there's some ad hoc meetings,
17 terms of a shorter five to ten year outlook, 17 as | mentioned, often by phoneif folksarein
18 and then flowing from that is aseries of 18 town, but we leave it open for thead hoc
19 annual goals and objectives, which cascades 19 meetings, and that could cover any type of
20 down into the performance criteria that people 20 topic that may come up that we think the Board
21 are measured by. With respect to that, 21 should be informed about.
22 there' s also a performance management system |22 GREENE, Q.C.:
23 that isincorporated there sothat what's 23 Q. Would oneof theitems that the Board of
24 being done is being measured, and the Board is |24 Directors approve by the incentive plans for
25 involved in participating in the devel opment 25 the senior leadership team?
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1 MR. MARTIN: 1 comparison, but I have no reason to believe
2 A. Yes itis. 2 otherwise. Mr. Young.
3 GREENE, Q.C.: 3 MR. YOUNG:
4 Q. Andwouldthe Board of Directors approve the 4 Q. I'dhave todothe same check, but | think
5 actual amounts paid each year to the people 5 that’s correct.
6 participating in the incentive plan? 6 GREENE, Q.C.:
7 MR. MARTIN: 7 Q. Sowhen yourefer to your leadership team,
8 A. Yes, they would. 8 what isthe team- and you have referred
9 GREENE, Q.C.: 9 throughout the last few days to your
10 Q. Fromline 7 of theresponse that’son the 10 leadership team and at other times your senior
11 screen, you will see that the Board of 11 leadership team, who is it you're talking
12 Directorsfor Nalcor and Hydro isidentical, 12 about when we're in the context of
13 and | would like you to give usalittle bit 13 Newfoundland and Labrador Hydro in thisrate
14 of context about how that works, particularly 14 proceeding?
15 if there are conflicts between an issue that 15 MR. MARTIN:
16 may arise where the interest of Hydro may not 16 A. Soit'stheteam that would be Mr. Henderson
17 be entirely 100 percent aligned with - Hydro’'s 17 reportsto me, and Mr. Humphries reportsto
18 interest may not be 100 percent aligned with 18 me, and it would be comprised of their direct
19 Nalcor’s? 19 reports who participate in the leadership team
20 MR. MARTIN: 20 at Hydro that Mr. Henderson leads.
21 A. Sothere's- obviously, there'stwo separate 21 GREENE, Q.C:
22 Boards of Directors. They are two separate 22 Q. Youaso mentioned monthly leadership team
23 companies. They’re governed by two different 23 meetings. | want to go to PUB-328. ThisRFI
24 pieces of legislation, and in both pieces of 24 asked who attended the meetings and the
25 legidlation it’s clear what the mandates and 25 response shows that there aretwo separate
Page 110 Page 112
1 actual reason that the company exists. Armed 1 setsof leadership meetings. If you could
2 with that guidance, both companies have, as| 2 scroll back up for amoment, please, Ms. Gray.
3 mentioned, separate meetings and the issues 3 So for Nalcor Energy, the positions listed
4 that are dealt with are dealt with in separate 4 there attend monthly leadership meetings, is
5 meetings and each of the Boards of Directors 5 that correct?
6 are aso part of our Code of Ethics, and 6 MR. MARTIN:
7 business leadership, and they operatein the 7 A. That'scorrect.
8 best interest of the company that they’re 8 GREENE, Q.C.:
9 actually meeting about and leading at that 9 Q. Ifwescroll down, we seefor Hydro another
10 particular meeting. 10 group - if you continue to scroll down, that
11 GREENE, Q.C.: 11 there are two people in common, is that
12 Q. If wecould scroll down on the same RFI to the 12 correct, which would be the two Vice
13 officers of the company, the RFI also asked 13 Presidents?
14 for the officersof both companies, and it 14 MR. MARTIN:
15 would appear, Mr. Martin, that with limited 15 A. Yes, that'scorrect.
16 exception the officers of Nalcor are also the 16 GREENE, Q.C.:
17 same as the officers of Hydro. If you'll 17 Q. Andl wanted youto explainyour thinking
18 continue to scroll down, Ms. Gray. Isthat 18 where we have the officers of the company back
19 correct, Mr. Martin, that essentially the 19 up in the senior leadership team, but they do
20 officers of the company, with the exception of 20 not attend the Hydro leadership meetings where
21 the last two shown on page 3 for Hydro, the 21 theseissues are discussed? What was the
22 Corporate Treasurer and the General Manager of |22 rationale for setting up these two types of
23 Finance, are also officers of Nalcor Energy? 23 processes almost?
24 MR. MARTIN: 24 MR. MARTIN:
25 A. Itappears that way. 1I'd have todo the 25 A. A single point accountability. Mr. Henderson
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1 has a single point accountability for 1 accountableto you for theregulated hydro

2 Newfoundland and Labrador Hydro, soin the 2 business, is that correct?

3 case of Hydro, to ensure we don’'t cloud 3 MR. MARTIN:

4 (phonetic) the accountability, Mr. Henderson 4 A. That'scorrect.

5 leads that and thisis the team he has 5 GREENE, Q.C.:

6 selected to shareleadership with him at 6 Q. Okay, but you, of course, are dtill

7 Newfoundland and Labrador Hydro. In the case 7 accountable?

8 of Mr. Humphries, thereis- | should clarify 8 MR. MARTIN:

9 there is atransition period we're going 9 A. That'scorrect.

10 through right now where Mr. Humphries reports |10 GREENE, Q.C.:

11 to Mr. Henderson from asystem operations 11 Q. AndI wanted to explore what that means that

12 perspective for day to day operations of the 12 Mr. Henderson is accountable and he reports

13 hydro system, by that, | mean, during awinter 13 directly toyou, | takeit. Herel’d liketo

14 period what units have to be on, what units 14 goto PUB-138, Revision 2, to assist usin

15 have to be off, how the system is managed in 15 thisdiscussion. So if you scroll down to the

16 terms of the electricity movement would be 16 organizational chart, which gives us a picture

17 systems operations and Mr. Humphries would 17 of what you just described, at least briefly

18 report to Mr. Henderson for that in that 18 described, the orange blocks, 1'll call them

19 context, but interms of the sametype of 19 orange, they look orangey pink, show the

20 people and the same system planning people, 20 Nalcor Energy positions, isthat correct?

21 different types of people as well that would 21 MR. MARTIN:

22 be occupied with working to ensure that 22 A. That'scorrect. |1 don’'t see Nalcor on this,

23 Muskrat Falls Labrador-Idand and Maritime 23 but that’s it, yeah.

24 Link isincorporated properly into the system, 24 GREENE, Q.C.

25 that crosses over more than Hydro, so | have 25 Q. Andif you scroll down, you will seethat it
Page 114 Page 116

1 Mr. Humphriesin the interim reporting to me 1 doesindicate there that - there you go, that

2 and we spend our time from that perspective 2 colour that I'm calling orangeissaid to be a

3 ensuring proper integration between Hydro, 3 Nalcor position. If you'll scroll up, Mr.

4 Muskrat Falls, Labrador-1sland Link, Churchill 4 Gray, | think youwent toofar. Thereyou

5 Falls Labrador Corporation as such, and that 5 see, Mr. Martin?

6 will continue until such a time that we 6 MR. MARTIN:

7 complete the organizational changes | had 7 A Yes

8 referenced last week, which will enable 8 GREENE, Q.C.:

9 Muskrat Fallsto come into service and we' d be 9 Q. Okay, sothe way that the current structure
10 linked up to North America. At that point - 10 that you describe as a matrix organizational
11 the structure is evolving, but, you know, you 11 structure has been established for the
12 would see arole such as shared responsibility 12 regulated business that we' re talking about in
13 of Mr. Humphries now between myself and Mr. |13 this rate case, you have ultimate
14 Henderson, that would go away as aninterim 14 accountability asthe President and CEO, you
15 measure at that point. Right now, we'rein 15 look to Mr. Henderson to provideto you the
16 that transition piece where we need Mr. 16 accountability for theregulated operations
17 Humphries with afoot in both entities. 17 and, | guess, what I'm struggling withiisto
18 GREENE, Q.C.: 18 understand how that actualy works in
19 Q. In your response, you had said that Mr. 19 practice? Thereis still some confusion based
20 Henderson was a single point of 20 on the information that was filed prior to the
21 accountability, and just to clarify some of 21 hearing and some of your discussion and
22 your answers as well to Mr. Dumaresque, | take |22 answersto questions to date. So what | want
23 it from that response you mean to you, you're 23 to do isto take some time to go through that
24 looking for asingle point of accountability 24 and to use some concrete examples of how that
25 and you're looking to Mr. Hendersonto be 25 actually worksin practice. | think, to date
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1 some of your answers have been at the 1 the system operations - they're so

2 theoretical or philosophical level and | 2 preoccupied, for example, with Muskrat Falls

3 wanted to bring it down another level to make 3 that they haven't met a time limit for

4 sure that we understood, because it then goes 4 producing the planning forecast for Hydro.

5 to the issue of what gets charged back to the 5 How would that be sorted out between them?

6 regulated business, as well as to the 6 I’'m not saying that occurs, I'm just trying to

7 governance that’'sin place for the regulated 7 give you an example so that we can -

8 business for Hydro. When | look at this 8 MR. MARTIN:

9 chart, you had said that Mr. Henderson is 9 A. Thatwould be my first comment, that that's
10 accountableto you. | seealinegoing up on 10 not occurring.
11 thisorganizational chart to you. Then we 11 GREENE, QC::
12 also see with the Vice President of System 12 Q. No,and | didn't -
13 Operations and Planning, who you referred to 13 MR. MARTIN:
14 as Mr. Humphries, and that’s another line 14  A. Ther€'s asystem operations group reporting to
15 going up to you. You'vesad that he is 15 Mr. Humphries, and there is an individual who
16 accountable to Mr. Henderson for those aspects 16 is responsible for that group, and he would be
17 of what I'm calling the daily operation of the 17 the individual that isinteracting day to day
18 current system, not the longer term issues, 18 with Newfoundland and Labrador Hydro, and Mr.
19 that’s how | would paraphrase what you said. 19 Henderson would have access to that individual
20 | don’t see aline going up from Mr. Humphries 20 on aconstant basis to exchange information,
21 to Mr. Henderson. | guess, my question is how 21 ask about things, and deal with the issues
22 does Mr. Henderson hold him accountable for 22 that come up, but in the system operations day
23 the aspects that he does to ensure that there 23 to day, that is not a rolethat a Vice
24 is appropriate planning and system operations 24 President isinvolved in. That's a very
25 for Hydro? 25 technical role that basically controls the

Page 118 Page 120

1 MR. MARTIN: 1 movement of electricity. Sothat is, in

2 A. Thisisapicture, alineisnot going to cut 2 essence, a self-contained role that is

3 it. You know, what goes on between the lines 3 integrated with all the other entities of

4 iswhat counts, andit'sclear in the goals 4 Newfoundland and Labrador Hydro because

5 and objectives and performance measures and my 5 electricity flows have to occur rather

6 instructions to both people that exists, and 6 instantly and day to day. Now that being

7 that's the way they operate. 7 said, Mr. Henderson has direct access to that

8 GREENE, Q.C.: 8 individual. If there was an issue that needed

9 Q. I'msorry, | still don’t understand from your 9 to be addressed that he felt it wasn't, he has
10 answer. Does Mr. Henderson - if he has some 10 recourse to Mr. Humphries aswell. Generally,
11 issue with respect to the operations, who goes 11 the way it worksthere, it's not ablack and
12 to- and I'm using him, and we'll come to a 12 white agreement or disagreement. That type of
13 couple of specific examples, how is the system 13 interaction with system operations isavery
14 operations function of the regulated business 14 heart of the system, and it essentially works
15 being held accountable through the Vice 15 through ongoing hourly, day to day discussions
16 President of Newfoundland and L abrador Hydro? 16 around many, many people. It just has to work
17 Does Mr. Henderson have any direct supervision 17 that way because there are so many moving
18 over Mr. Humphries? What happens when there’s 18 parts. So generally, there is alignment
19 aproblem? 19 achieved by agroup of expertsto keep the
20 MR. MARTIN: 20 system running.
21 A. A problem withwhat? 1I'm missing a bit of 21 GREENE, Q.C.
22 your questions - 22 Q. And I understand that, and | guess what I'm
23 GREENE, Q.C.. 23 trying to do from the governance or decision
24 Q. Mr. Henderson may be unsatisfied with the 24 making process is understand how that gets
25 level of servicethat'sbeing provided from 25 reflected in reality, sothe question isif
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Page 121 Page 123
1 there is some disagreement, isit that it gets 1 GREENE, Q.C::
2 bumped up to you as ceo?If, for example, and 2 Q. How about finance, because we seethereisa
3 I'll use this as a theoretical scenario 3 separate Nalcor position caled the vice
4 because | want to get your response about the 4 president of finance and chief financial
5 decision making process as opposed to focusing 5 officer, who provides financial services. In
6 on the example that I’m using, if therewas a 6 effect, that’s where the regulatory function
7 disagreement between thetwo of them about 7 reportsin Hydro, isn't it?
8 someissue for the load forecast, and they 8 MR. MARTIN:
9 could not resolve it through discussion, how 9 A. That'scorrect.
10 in this organization does that get resolved? 10 GREENE, Q.C.:
11 There isnot a direct reporting function, 11 Q. So how does it work the sameway? For
12 which isthe easiest oneto see, the senior 12 example, this GRA and the preparation for this
13 person would say the buck stopswith me, | 13 rate proceeding, in terms of preparing Hydro's
14 disagree with you? 14 application, who would have taken primary
15 MR. MARTIN: 15 responsibility for that activity?
16 A. It'll cometo me. 16 MR. MARTIN:
17 GREENE, Q.C.: 17 A. Areyou looking for aname or a position?
18 Q. Right. 18 GREENE, Q.C.:
19 MR. MARTIN: 19 Q. A positionisright, based on this chart, who
20 A. Itwould cometo me. 20 would you hold accountable for that?
21 GREENE, Q.C.. 21 MR. MARTIN:
22 Q. Sodisagreements or conflicts come to you. Mr. 22 A. | wouldhold Rob Henderson--Mr. Henderson
23 Henderson would not have the authority to make |23 accountable and he hasadirect report. He
24 the final decision? 24 has a report from finance into his leadership
25 MR. MARTIN: 25 team that is accountable for working with Mr.
Page 122 Page 124
1 A. Exceptas | mentioned, I'm splitting system 1 Henderson to prepare for the GRA.
2 operations, which isakey piece. Hedoes 2 GREENE, Q.C:
3 have the authority to make decisions with 3 Q. Soeventhough regulatory is in finance with
4 respect to system operations, which is the day 4 respect to all issues, including the GrRA, Mr.
5 to day actions of the system. As| mentioned, 5 Henderson again would have final authority to
6 in the interim period with Mr. Humphries, the 6 make decisions?
7 longer term integration work that’s going on 7 MR. MARTIN:
8 that covers Hydro, Churchill Falls Labrador 8 A. That’scorrect.
9 Corporation, and Muskrat Falls Corporation, if 9 GREENE, Q.C.:
10 there' s conflicts there, that would cometo 10 Q. So,and | assume it would be similar with
11 me. 11 respect to whether it's human resources?
12 GREENE, Q.C.: 12 MR. MARTIN:
13 Q. Okay. | may not have understood your answer, 13 A. That'scorrect, Mr. Henderson is accountable
14 Mr. Martin, so if I--with respect to an issue 14 for Newfoundland and Labrador Hydro, so he has
15 that isto do with Hydro regulated business, 15 thefinal say with respect to those issues.
16 the system operations and there is a conflict, 16 That's, you know, the single point
17 how isit resolved? Doesit cometo you? 17 accountability what | mean, it hasto rest
18 MR. MARTIN: 18 with him and he has the say.
19 A. No, itwould goto Mr. Henderson. Hewould 19 GREENE, Q.C:.:
20 have the accountability to make the decision. 20 Q. Socoming back to understanding this chart,
21 GREENE, Q.C. 21 would | be correct in saying that from Hydro’s
22 Q. So he hasthe authority to override adecision 22 perspective there should be dotted lines from
23 by Mr. Humphries? 23 al of those support services that Mr.
24 MR. MARTIN: 24 Henderson or the position of vice-president,
25 A. That'scorrect, in terms of system operations. 25 Newfoundland and Labrador Hydro, subject to
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Page 125 Page 127
1 reporting to the CEO, has the final authority 1 individual reporting to Mr. Henderson would
2 and can--would be the oneto, if there were 2 have clear instructions that they are
3 conflicts within the services provided to 3 accountable for the finance operations in
4 Hydro--many of the support services, they have 4 Hydro, they’re accountable to Mr. Henderson
5 a dotted line into him for reporting and 5 for that and from a support perspective, from
6 accountability. That's the old way | would 6 aresource perspective, froman accounting
7 expressit, adotted line to show what you 7 standard'’ s perspective, you know, things that,
8 just explained. 8 you know, a professional accounting
9 MR. MARTIN: 9 association would say thisis theway it has
10 A. Wdl, I'velearned over the yearsthat every 10 to be, then they would get that guidance from
11 company |I've worked for and every person | 11 the cFo. Butin terms of day-to-day finance
12 interact with, you ask that individual or 12 operations of the company that they’re not,
13 company what a dotted line means, and there'll 13 that are not driven by astandard but driven
14 be as many different opinions asthere are 14 by a day-to-day performance, they would
15 questions. So | don’t ascribe to dotted and 15 execute that for Hydro and report to Mr.
16 solid lines as such. | ascribe to clarity of 16 Henderson with respect to accomplishing that.
17 accountability between the individuals and 17 GREENE, Q.C.:
18 making sure that they understand how it works 18 Q. And Mr. Henderson would participate in setting
19 and they understand that Mr. Henderson has 19 their performance measures each year and the
20 single point accountability in areasthat he 20 annual targets and evaluating their
21 doesand the "buck stops there" with him, 21 performance?
22 before it getsto me. So that’s the way that 22 MR. MARTIN:
23 | look at the business. Dotted and solid 23 A. Yes, hewould.
24 lines, to meit'snot that, it's being clear 24 GREENE, Q.C.:
25 of what the accountability is, who hasit and 25 Q. Canwelook now then at some specific examples
Page 126 Page 128
1 make sure those individuals are clear. 1 of how in this structure adecision would be
2 GREENE, Q.C.: 2 made? One example that Mr. O’ Brien asked you
3 Q. Allright, soagainjust to make surethat 3 about in the very day was with respect to the
4 we're on the same wave length, | understood 4 transmission ling, 267, which is the new line
5 from your answer, we'll leave aside the issue 5 from Bay D’ Espoir and how it was determined
6 of the dotted line, that from your perspective 6 how the engineering expertise would be
7 Mr. Henderson has full authority to makeall 7 provided. And we can go to the transcript, if
8 decisions with respect to--and I’'m using Mr. 8 you'd like to, but | thought in your response-
9 Henderson, but it’ s the position, with respect 9 -and perhaps we should, | guess, put itin
10 to any of the servicesthat are provided to 10 context, the transcript of September 9th, page
11 Hydro and al the other executive arefully 11 144. And when you look at the lines, I'll
12 accountable to him and in that regard, | would 12 give you amoment to read them, if you like,
13 say report to him and take direction from him, 13 beginning on line 1, in response to a question
14 isthat correct? 14 on how the decision was made, I'll giveyou a
15 MR. MARTIN: 15 moment to read it, but at line 13 you say, "So
16 A. That'scorrect. The structure of that is each 16 I’m looking at this taken from my perspective,
17 of the functional vice-presidents would have 17 | said make sure that the expertise is
18 assigned, you know, avery senior person to 18 availablein Hydro." So at that point and if
19 represent them and reporting to Mr. Henderson 19 you read the line in the context of it. You
20 to handle the Newfoundland and Labrador Hydro |20 stated that a CEO had made the decision that
21 business. So Mr. Henderson would have a 21 the expertise which had been seconded from
22 senior financial person reporting to him, who 22 Muskrat Falls would be made available for the
23 also would have areporting relationship to 23 construction of thisline, isthat correct?
24 the CFo, that's the nature of a matrix 24 MR. MARTIN:
25 organization, an individual, a finance 25 A. That'scorrect.
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Page 129

1 GREENE, Q.C.:

© 00 N O o~ WDN

Q. And as there were additional questions you
deferred those questionsto Mr. Macl saac who
isvice-president of project execution and
services. And | guess what struck me in
listening tothe question and the answer,
there wasno referenceby you inhow the
decision was made on that one small decision
for therole of the vice-president of Hydro

© 00 N O ok~ WODN P

Page 131
who have been seconded into Muskrat, make sure
you get them in and deal with that line
because we want the best people on it.

They'll normally work that out within the
confines of their reporting relationships and
their understanding. 1’ m confident that they
know what 1" m saying and they make it happen.
So, asfar as Mr. Henderson, you know, having
to say yes, | will review that and meet

10 and | wonder if you could put that in context 10 separately with Mr. Maclsaac and go over and
11 for me. 11 meet separate with someone else, I'll make it
12 MR. MARTIN: 12 al happen. He doesn’t have to say that.
13 A. Wdl as | mentioned over the course of my 13 They get together and make sure that for the
14 testimony, the work of Hydro covers many 14 planning of that particular line, they’'ll
15 things, but providing and ensuring that enough 15 contact Muskrat Fallsand they’ll say it's
16 power isavailable for the futureis one of 16 really clear wegot to get these people on
17 them, and adecision was made when the power |17 thisline and let’s make it happen. They’ll
18 needs were identified that Muskrat Fals 18 assign someone to that, senior technical
19 Labrador Island Link would be the methodology |19 engineer, most likely, | assume that’ s what,
20 that would be followed to do that. So in that 20 you know, that’s what John would do and that
21 particular situation then, from an over- 21 individual, he or shewould receive the same
22 arching perspective we want to have the best 22 instructions. Wewant to make sure the
23 and most qualified people dealing with any of 23 expertise that'sresiding here ison that
24 the key large issues that were occurring, you 24 line. You're accountableto make it happen,
25 know, within Hydro. So from the perspective 25 doit. And they go off and do that and get
Page 130 Page 132
1 of Muskrat Falls at the time, there was people 1 the work done. That would be a description of
2 with a tremendous amount of experience with 2 how that would evolve.
3 respect to transmission engineering, design 3 GREENE, Q.C.:
4 and construction had been there for many, many 4 Q. And| appreciate that, | guesswhat I'm trying
5 years. We wanted to make surethat that 5 todo isbring downto thelevel of, from
6 expertise, especially for a new built, which 6 every day decisions that are made so we can
7 would have been one of the, you know, first 7 get a better appreciate of how the theoretical
8 large new buildsin many, many years, that 8 matrix organizational structure actually
9 that expertisewas focussed onthat. So 9 results in decision making at Hydro. So if we
10 within the parameters of what I’ ve described 10 come back again, | didn't really understand
11 in terms of accountability, | find it easy to 11 from your answer what therole of the vice-
12 talk to the leadership group of Hydro and 12 president of Hydro wasin the discussion or
13 initially Mr. Maclsaac, who is also involved 13 the decision that was made with respect to how
14 with executing the capital program. We'rein 14 that line was goingto be constructed. Is
15 aroom together. We all want the same thing, 15 that a decision he would have participated in
16 we'readl driven by the samethings. They 16 or was that adecision that would be made by
17 know their accountabilities. | don't sit 17 the vice-president of project execution in
18 there, notto be pejorative, but I’'m not 18 consultation with you?
19 sitting thereas an example saying, okay, 19 MR. MARTIN:
20 let’s go over your accountability and let’s go 20 A. Asl mentioned we all sit on the same floor.
21 over yours again, let’sgo your yoursagain 21 Weall know what has to happen. The vice-
22 and let’ swrite it out and document it and do 22 president of Hydro would have the
23 al this. No. | say, guys and gals, you know 23 accountability to say, you know, based upon
24 what you're accountable for. Weknow what 24 the information that | havein front of me,
25 we're trying to achieve, make sure those folks 25 that | haveto haveon aregular basis in
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Page 133 Page 135

1 terms of what new generation or new 1 responsible for capital works.

2 transmission isrequired, we need to make a 2 GREENE, Q.C.:

3 decision. And then the various groups that 3 Q. Becausel wasstruck inthe questions this

4 would be responsible for making that decision 4 morning, Mr. Dumaresque asked you about the

5 would be put into play, whether it be 5 decision making on the CT, that you never did

6 investment evaluation, finance engineering, 6 mention Mr. Henderson, it was aways

7 but they would have to meet Mr. Henderson's 7 deferring--you deferred questions to Mr.

8 need that there’'s more generation or more 8 Macl saac, so that’ s--in the actual decision-

9 transmission that’s required to service 9 making process that’ s made, yes, | understand
10 Hydro’'s needs, so he's accountable for that, 10 that you hold Mr. Henderson accountable, what
11 and as far as getting the work done, then he 11 I’m trying to explore with you ishow it may
12 would goto the relevant people, in this 12 work in practice, because | still have--1 had
13 particular case Mr. Humphries would be 13 some misunderstanding or not misunderstanding-
14 responsible for devel oping the recommendation 14 -I'll use Mr. Johnson’sword he used earlier
15 as to what type of generation and/or what type 15 in the week, alittle bit of "murkiness' asto
16 of transmission isrequired and he would put 16 how it actually worksin practice and that’s
17 that on thetable. Generally we would all 17 what I’'m trying to get some clarity around.

18 participate, you know, fiveor six of usin 18 So that was one which was -
19 terms of reviewing that, but Mr. Henderson 19 MR. MARTIN:
20 would be accountable for saying, okay, the 20 A. Let me just address that then, | mean
21 analysis says thisiswhat we need, now we 21 mentioning Mr. Henderson or not is, | don't
22 haveto designand buildit. Andat that 22 think that’'s the relevant point. Mr.
23 point, that would go back to Mr. Maclsaac’s 23 Henderson has alot of responsibility, that’s
24 group who would be responsible for design and 24 obvious. He'saccountable for making sure
25 construction management for Newfoundland and |25 that, | think he used the combustion turbine
Page 134 Page 136

1 Labrador Hydro and he would develop aplanand | 1 example there or the transmission line, he's

2 aprogram. Hewould, you know, cause the bid 2 responsible for ensuring that happens, but

3 process to happen involving a whole bunch of 3 he's obvioudly going to have, you know,

4 other groups that he would bringin and he 4 someone else put forward the details of the

5 would bring forward a recommendation backto | 5 engineering, the bid package, the bidding, the

6 Mr. Henderson to say here swhat wehavetodo | 6 construction and construction management, and

7 to construct thisline. And Mr. Henderson and 7 those types of things, Mr. Maclsaac would do

8 afew of uswould betogether, obvioudly, 8 that. So he'slead that for the organization,

9 reviewing it at a leadership team, but Mr. 9 recommendation would come back to Mr.
10 Henderson would be the one bringing the 10 Henderson who would make that, but to say to
11 recommendation forward and saying, that'swhat |11 Mr. Henderson or to talk to him about the
12 we need to do. 12 details around that, | guessyou’'ll haveto
13 (1:00 p.m.) 13 talk to Mr. Henderson, but | expect he'll have
14 GREENE, Q.C.: 14 the same response, well here’s an overview,
15 Q. Andl understand what the theory is for the 15 but talk to Mr. Maclsaac because he'sdoing
16 matrix organization, but | want, in this 16 it, in terms of executing it for us.

17 particular case, areyou saying that Mr. 17 GREENE, Q.C.:

18 Henderson made the decision with respect to 18 Q. Andwe will befollowing up with the other
19 how the line was going to be constructed and 19 panels as they come to some of these issues.

20 brought it to the leadership team for 20 MR. MARTIN:

21 approval? 21 A. Sure

22 MR. MARTIN: 22 GREENE, Q.C.:

23 A. No, I'm saying he's accountable to make sure 23 Q. Andis that asimilar responseto the debt

24 that happens, but Mr. Maclsaac would bring 24 guarantee feewhere again, inresponse to
25 forward the recommendation, he's actually 25 questions from Mr. O’ Brien--we can go to the
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1 transcript again, if you like, but it wasa 1 that stuff.
2 similar thing, that you had discussed that 2 GREENE, Q.C.:
3 with your chief financial officer as to the 3 Q. Sofromwhat | understand from your answer,
4 appropriate of the debt guarantee fee? Did 4 that Mr. Henderson from the perspective for
5 Mr. Henderson participate in those 5 this rate proceeding, has full decision-making
6 discussions? Would he have been the person, 6 authority with respect to all issues affecting
7 the executive leadership person who would have | 7 Hydro, subject to reporting to you as CEO?
8 been involved in that decision making around 8 MR. MARTIN:
9 the appropriateness of the fee. 9 A. That'scorrect.
10 MR. MARTIN: 10 GREENE, Q.C.:
11 A. Absolutely and he'd get it done, but if I'min 11 Q. Andthat, again, without going through other
12 Mr. Henderson’ s shoes, I’d say to the senior 12 examples, but we' ve talked about to the debt
13 financial person reportingto me, "go handle 13 guarantee fee and the construction of the line
14 it". Mr. Henderson has agreat dea of 14 that he would have fully participated in the
15 expertise in many areas, but you can’t be al 15 final decision with respect to those, is that
16 thingsto al people and in a similar fashion 16 correct?
17 as you would seek an engineering and 17 MR. MARTIN:
18 construction management group to do your 18 A. That'scorrect, he's accountable for it.
19 engineering and construction management for 19 GREENE, Q.C.:
20 you, you' d go to your finance group and you'd 20 Q. It'sonething to be accountable; it’s another
21 say "please handle that" and you would ensure 21 thing if he participated --
22 that you would have the right people in place 22 MR. MARTIN:
23 with the right qualificationsand at the end 23 A. He'dbewiseto do that.
24 of theday, they would come back with a 24 GREENE, Q.C.
25 recommendation and, you know, | could only 25 Q. Yes, hewould, but -
Page 138 Page 140
1 assume Mr. Henderson would say, "Have you 1 MR. MARTIN:
2 followed due process? Good. Are we governed 2 A. | would offer him that counsel, but he's
3 by agroup of externa auditors, such as 3 there.
4 Deloitte’'s?' And the answer would be"Yes." 4 GREENE, Q.C.:
5 "Do they audit us every year?' "Absolutely.” 5 Q. You would, but al I'm tryingto get an
6 "Dowe have interna auditorswho put these 6 understanding of iswhat happens in practice.
7 types of decisions on aregular scheduleto 7 MR. MARTIN:
8 look at?' "Absolutely.” And so | would think 8 A. Absolutely.
9 Mr. Henderson would say, "So | do not have an 9 GREENE, Q.C.:
10 expertise in that particular area, but | know 10 Q. Therural deficit, if we go to the transcript
11 the processesand procedures arein place 11 of September 10th, page 25 and just to have it
12 whereit’s correct, thank you, Mr. Finance 12 there on the screen, but Mr. Johnson had asked
13 person for doingthat. Proceed." Andthe 13 you whether the issue of the rural deficit had
14 fact that in amatrix organization we have the 14 been discussed with government and your answer
15 good fortune of having someone like, you know, |15 was, no, you had not discussed it and you were
16 Mr. Sturge and other folks who are available 16 not aware that other members of the leadership
17 with that kind of expertise as well. | know 17 team had, is that correct?
18 that the senior finance person at Hydro would 18 MR. MARTIN:
19 be going into the larger organization to make 19 A. That'scorrect.
20 sure that heor she is ascertaining the 20 GREENE, Q.C.:
21 expertise available thereto help with that, 21 Q. And I want to ask you why not?
22 but the decision would rest with the finance 22 MR. MARTIN:
23 Hydro person and clearly roll up to Mr. 23 A. That's an outcome from Newfoundland and
24 Henderson inthe final analysis, but he's 24 Labrador Hydro's perspective, we've been
25 obviously not doing the day-to-day work on 25 directed to handle the rural deficit that way,
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Page 141 Page 143
1 that's our shareholder and they made the 1 include the forecast--it'salittle hard to
2 decision and we adhered to it. 2 read, sothese positions on the left-hand
3 GREENE, Q.C.: 3 side, Mr. Martin, are the positions that
4 Q. Haveyou beeninvolved in discussions relating 4 reside in Nalcor that would charge time back
5 to some of the underlying policy issues 5 in to Hydro for servicesthat they provided to
6 concerning the rural deficit? 6 Hydro, which inturn will be timethat is
7 MR. MARTIN: 7 included in the revenue requirement and for
8 A. No, | haven't. 8 2014 it'sincluded in the forecast of what's
9 GREENE, Q.C.: 9 to befor 2014, that'sthere and 2015 to be
10 Q. So those issueshave never come to your 10 recovered from customersfor timethat has
11 leadership team? 11 been actually spent in the past or forecast to
12 MR. MARTIN: 12 be spent for 2014 and 2015. And Ms. Gray, if
13 A. Wdl you asked if it cameto mefirst. 13 you'd go back, I'd like to go to Mr. Martin’s,
14 GREENE, Q.C.: 14 you'll seethe president and chief executive
15 Q. Yes, and now it'sto the leadership - 15 officer there. Can you find that line, Mr.
16 MR. MARTIN: 16 Martin?
17 A. No, they haven't, it’s been, you know, it has 17 MR. MARTIN:
18 been administered, you know, | have a general 18 A. Yes, | seeit.
19 understanding of how it works. Itwas in 19 GREENE, Q.C.:
20 place before | wasthere and to my knowledge 20 Q. Okay, sothe datathat’s on this chart starts
21 and | haven’t, you know, really dealt with it 21 with historical for 2008 and I’ m going to use
22 on aday-to-day basis, no. 22 percentages. Mr. Johnson took you through
23 GREENE, Q.C.: 23 numbers that talked about the hours you
24 Q. Sothoseissues haven't risen to your level as 24 actually spent and this chart talks about a
25 policy issues, anything to do with the rural 25 percentage of time that you’ ve spent on Hydro
Page 142 Page 144
1 deficit or rural rates. 1 matters that end up being charged.
2 MR. MARTIN: 2 MR. MARTIN:
3 A. No,ithasn'trisentomy level, but | mean, 3 A. Thiswould be the amount of time charged, not
4 throughout the--it'sa government directive, 4 spent.
5 so | don’t know, | can’t seeit rising through 5 GREENE, Q.C.:
6 the company, the administration of it is 6 Q. Yes, andwe'regoing to come to that, we will
7 obviously handled with the company and the 7 come to that, but | just wanted to make sure
8 financial aspects of it are handled obviously 8 what we' re talking about here first. So when
9 within the company, how it’s administered, but 9 | look at this chart, | see that in 2008 you
10 asfar as policy rolling up through, it’s not 10 spent 12.4 percent of your time -
11 Hydro' s policy, it'stheway it is. 11 MR. MARTIN:
12 GREENE, Q.C.: 12 A. No, | charged 12.4 percent of my time.
13 Q. And canwe park that for amoment becausewe |13 GREENE, Q.C.:
14 will be coming back to the role between Hydro 14 Q. Youcharged 12.4 percent of -
15 and government with respect to direction and 15 MR. MARTIN:
16 what role, if any, Hydro has, so I’'ll come 16 A. Bigdifferencein charged and spent, | want to
17 back to that issue, so that’s a heads up for a 17 make surewe're clear on that because other
18 future question for you, but before we get too 18 than that, we're going to be going back and
19 far into that, | wantto come back to the 19 forth on that alittle bit.
20 governanceissue and I'd like to, if PUB-320, 20 GREENE, Q.C.:
21 Revision 1, could be brought up please? So 21 Q. Wewill have anumber of questions about that,
22 the question was to provide the forecast or 22 Mr. Martin.
23 the amount of time to be allocated to Hydro by 23 MR. MARTIN:
24 the positions listed on attachment 1 and if we 24 A. Sowhen| say, | just want to be clear now and
25 scroll down, you'll seethat it was revised to 25 thenwe'll leave it, so evenif weuse a
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1 different terminology, | won't haveto refer 1 A. That would havebeen7, 8, 9.

2 toit again. This particular chart indicates 2 GREENE, Q.C:

3 time charged to Hydro, not time spent. 3 Q. Okay, and at the time we' ve already looked at

4 GREENE, Q.C.: 4 the companies that are the active companies,

5 Q. Yes, andwe will get intothat and your 5 at the timethat you spent that amount of

6 exhibit with respect to the inter-company 6 time, what companieswould have been the

7 costing transactions, but you'll have the full 7 active operating companies?

8 opportunity to explain how the time that gets 8 MR. MARTIN:

9 charged to Hydro gets calculated and included 9 A. Newfoundland and Labrador Hydro, cr(L)co, oil
10 in revenue requirement because that is one of 10 and gaswas in play then, aswell as Bull Arm,
11 theissues that we wish--we would like to 11 I think that wasit.

12 follow upon. Sol'mjust trying to put the 12 GREENE, QC.:

13 questionsin context first for you, so you 13 Q. Soatthattime, what arethe companies that

14 won't be taken by surprise and misunderstand 14 would have benefited or that would have, |

15 my questions. So we seein 2008 you spent 12 15 guess, benefited from the development of the

16 percent of your time. In 2009, that was 4.8 16 asset management plan? Am | correct to say it

17 percent; in 2010 it was 8.8, againitisthe 17 was Newfoundland and L abrador Hydro, Churchill

18 time that you charged to Hydro for thetime 18 Falls Labrador Corporation Limited, cr(L)Co,

19 that you spent with respect to Hydro. Then 19 and would there have been--I'm not familiar

20 6.81n2011; 7.9 percent in’12; in’ 13 we see 20 enough with your oil and gas division, Bull

21 it's 7 percent and then in 2014, which is one 21 Arm, to know whether they would have

22 of thetest years, and wehave had some 22 sophisticated or arequirement for developed

23 evidence asto why it hasincreased, we seeit 23 asset management plans--practices.

24 at 28.7 percent and the same forecast for 2015 24 MR.MARTIN:

25 and so thisinformation, | took it to your 25 A. You know, the lion’s sharewas Hydro and
Page 146 Page 148

1 position because | thought you would be the 1 Cr(L)co. We had, you know, some participation

2 most familiar with that, but you'll seethe 2 in such and some of the other companies, but

3 same information is provided for al of the 3 it was for ensuring that as companies were set

4 other positionsin Nalcor that are listed that 4 up and evolved, that they were adhering to a

5 have provided servicesto Hydro historically 5 particular standard within the company, but |

6 and that are forecast to provide services for 6 think it would be fair to say that, you know,

7 the future. | guess one question for you, 7 close to one hundred percent, ninety-five to a

8 just to put some of your previous evidence in 8 hundred percent was Newfoundland and L abrador

9 context, you had mentioned earlier last week 9 Hydro, cr(L)co. Bull Arm had some time there
10 that you had spent massive amounts of time 10 aswell, but once again | will say that the
11 with respect to the devel opment--that was the 11 lion's share was cr(L)co and Hydro.

12 adjective you used, "massive amounts of time" 12 GREENE, Q.C.:

13 with respect to development of the asset 13 Q. Okay, and | believe you've also testified that

14 management plan and you did indicate, and we |14 Hydro has always been and is now your primary
15 can go to the transcript, if you like, but you 15 focus, is that correct? That was my

16 did indicate it was earlier on when the plan 16 understanding from what you said.

17 was being developed. And | guess thefirst 17 MR. MARTIN:

18 question--again I’'m using that one as an 18 A. Theanswerisyes. Justto put it in context

19 example to get an appreciation for the 19 again, if | spend the mgjority of my time, you
20 information contained in this response. 20 know, dealing with longer term activities of

21 MR. MARTIN: 21 the company, often out to the board of

22 A. Right, right. 22 directorsand such, dealing with the higher

23 GREENE, Q.C.: 23 level goals and objectives and go through the

24 Q. What years would that have been? 24 whole process again and talk about development
25 MR. MARTIN: 25 and focus at the highest level on safety,
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1 asset management and those types of key, you 1 Hydro and the customers are getting the
2 know, functional areas. That'swhere| spend 2 minimum, not the maximum as far as charge time
3 the mgjority of my time and Newfoundland and 3 goes, not time spent.
4 Labrador Hydro hasthe largest employee base 4 GREENE, Q.C.:
5 and alarge suite of assets that benefit from 5 Q. Sowith respect to the recording of your time
6 that, particularly with safety and asset 6 that's spent for Hydro business, do |
7 management and from an environment 7 understand from your answer that it's your
8 perspective, soit’sin that context, | say, 8 administrative assistant or your executive
9 you know, avery significant portion of my 9 assistant who actually dose that function for
10 time isfocussed on Newfoundland and Labrador |10 you?
11 Hydro by the nature of those activities. 11 MR. MARTIN:
12 GREENE, Q.C.: 12 A. That'scorrect.
13 Q. Andyou’ve made the distinction that this, the 13 GREENE, Q.C.:
14 information that’s on the screen there now, 14 Q. Doyou review the information that she has
15 reflects the time that’ s charged, not the time 15 prepared?
16 that’ s spent. 16 MR. MARTIN:
17 MR. MARTIN: 17 A. No, but| dotest periodically to make sure
18 A. That'scorrect. 18 that there's a very low amount going into
19 GREENE, Q.C.: 19 Newfoundland and Labrador Hydro and that’s
20 Q. How s that decison made as towhat gets 20 been pretty evident and | will test, you know,
21 charged? Inyour case, let’stalk about you 21 with her at varioustimesisthat still where
22 first. 22 itis and she'll say, "well absolutely yes
23 MR. MARTIN: 23 because we're not charging that much in." And
24 A. In my case it'sfairly smple, | set the 24 I'll say, "Great, appreciate that, keep
25 principle that, you know, | didn't want to 25 going."
Page 150 Page 152
1 burden, | didn’t feel it was necessary to 1 GREENE, Q.C.
2 burden Newfoundland and Labrador Hydro with 2 Q. Isitafair characterization then to say that
3 extraexpense, so | asked my secretary to go 3 the judgment that is exercised with respect to
4 through my schedule and anything that is 4 the amount of time charged by you personally,
5 clearly directly Hydro on, charge in and the 5 and | will go into the general principles, for
6 rest of it, don't. 6 Hydro is dependant on the judgment of your
7 GREENE, Q.C.: 7 executive assistant?
8 Q. Doyou record your time personally? Do you, 8 MR. MARTIN:
9 yourself, record your time? 9 A. No, | would say that would beincorrect. |
10 MR. MARTIN: 10 think her judgment is limited to seeing on my
11  A. No, ldon't, no. Itjust comes off--my 11 schedule this isameeting for Newfoundland
12 secretary’ s case, comes off my schedule, where 12 and Labrador Hydro and that’ s only there when
13 she getsthat. Soif there’ s large blocks of 13 it'svery specific. | make sure of that. As
14 time, if there are on any given day that are 14 far as all the other work that I'vetalked
15 not assigned to a specific meeting, that 15 about before, that wouldn't be recorded and it
16 wouldn’'t be charged anywhere. And what drives 16 wouldn’t be, it would either be not recorded
17 methereis, as| mentioned earlier, | guess 17 or it would be seen as a meeting that covered
18 two things, one isnot to burden Hydro, but 18 more than one company, soit’sclear to her
19 then as you get into some of the other areas 19 and it’s clear to me that her accountability
20 I’ve beeninformed that my time can’t be 20 isjust plucking out the Hydro specific stuff
21 charged to capital projects and large capital 21 that | authorized. So her decision is down to
22 projects as such, so it really is anonsense, 22 finding those, putting anumber in. It'smy
23 in my mind, a nonsense endeavour to be 23 decision in terms of what gets scheduled that
24 recording my timein detail, provided that | 24 way and what | do.
25 am assured that Newfoundland and Labrador 25 GREENE, Q.C.:
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1 Q. Soitisyourjudgment that’s the determining 1 meeting, so there's acouple of examplesin
2 factor in the time that gets charged, is that 2 terms of how | would decide, and if there'sa
3 - 3 grey area, | don't chargeit.
4 MR. MARTIN: 4 GREENE, QC::
5 A. That'scorrect. 5 Q. Canl gobackto askif management, to use
6 GREENE, Q.C.: 6 that asan example, | believe you indicated
7 Q. Soif you could expand then on the principle 7 that the companies that were primary
8 or the basis for your judgment? Y ou mentioned 8 beneficiaries of the development of the asset
9 oneis you don't want to burden Hydro with 9 management plan were Hydro and cr(L)co and you
10 costs, are there other principlesthat you use 10 indicated, | think, there may have been some
11 in determining what does get charged? 11 oil and gas?
12 MR. MARTIN: 12 MR. MARTIN:
13 A. Yeah, | tried to mention that beforeis that 13 A. AndBull Arm.
14 it would be something that isdirectly Hydro 14 GREENE, QC.:
15 related. An example would beif I’'m asked or 15 Q. Sowhenl look at the, although I understood
16 | decide that I'm going to Bay D’Espoir to 16 that from Bull Arm there would not have been
17 participate in an employee safety function, 17 very much benefit from the devel opment of the
18 which sometimes | would taketimeto goonthe |18 asset management plan, did | misunderstand
19 road, you know, during the year to visit two 19 you?
20 or three installations or two or three of our 20 MR. MARTIN:
21 asset locations, such as Bay D’Espoir, 21 A. | think you misunderstood, | think there would
22 Whitbourne and say Bishop's Fallsand then 22 have been less at the oil and gas companies
23 takearun up the Northern Peninsula to see 23 than Bull Arm.
24 one of our hydro facilitiesup thereand | do 24 GREENE, Q.C..
25 a safety tour, | meet with the employees, you 25 Q. Okay, soif we go back and look at the numbers
Page 154 Page 156
1 know, | haveaform with the employees and 1 and going back again to your comments last
2 then | generaly meet with the management 2 week with respect to the massive amount of
3 there and go over a safety environmental 3 times that you spent on the development of the
4 performance and basically have achance to 4 asset management plan, we don't see--|
5 interact with the people. That would bea 5 wouldn’t have described the 12 percent in 2008
6 Hydro charge, you know, but if | come back to 6 or the 4.8 percent in’ 9 as "massive amounts’
7 the officeand | have four suggestions from 7 of time. And I’'m trying to reconcile -
8 the people I’ve met and | think they’re good 8 MR. MARTIN:
9 suggestions that, from a safety perspective, 9 A. Wall it sort of fits exactly what | just said,
10 that relate to--that could help cF(L)co and 10 so most of that asset management work wasn'’t
11 they could help the oil and gas business and 11 charged into Hydro because it impacted all the
12 we have a safety leadership team meeting in 12 different companies.
13 addition to our regular leadership team 13 GREENE, Q.C.:
14 meeting a Hydro and Nalcor, we have a 14 Q. Andwhy did you decide to make that decision,
15 separate monthly leadership team safety 15 rather than to apportion? Y ou aso indicated
16 meeting which includes all of the teams, plus 16 inresponse to my question that ninety-five
17 the IBEW leadership, as well as some invitees 17 percent of the benefit probably would have
18 from other levels of the organization where we 18 been to Hydro. Did you consider apportioning
19 spend an afternoon specifically on safety. If 19 the amount of time?
20 | bring some of those Hydro suggestions back 20 MR. MARTIN:
21 into that meeting, we discuss them and, you 21 A. Yes, | did consider that and | figured |
22 know, and | ask or together we decide we're 22 didn’'t need thegrief, you know, it's a
23 going to implement those, that would not be 23 customer-focus organization. We are going to
24 charged to Hydro, although obviousy Hydro 24 doit, it wasbenefiting both and the fact
25 would benefit from the safety |eadership team 25 that 1 minimized the charge out to the
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Page 157 Page 159
1 customer at Hydro, | figured that would be a 1
2 good thing. 2 CERTIFICATE
3 GREENE, Q.C.: 3 1, Judy Moss, hereby certify that the foregoing is atrue
4 Q. Andyour approach to how you record and your 4 and correct transcript of a hearing in the matter of
5 time which gets charged back to Hydro, | 5 Newfoundland and Labrador Hydro's Genera Rate
6 believe you indicated last week that you've 6 Application heard on the 12th of September, A.D., 2015
7 given that sameinstruction to the other 7 before the Commissioners of the Public Utilities Board,
8 members of Nalcor leadership team that 8 St. John's, Newfoundland and Labrador and was transcribed
9 provides services to Hydro, isthat correct? 9 by me to the best of my ability by meansof asound
10 MR. MARTIN: 10 apparatus.
11 A. Yeah, they’'d be aware of that approach, yeah. 11 Dated at St. John's, Newfoundland and L abrador
12 GREENE, Q.C.: 12 this 12th day of September, A.D., 2015
13 Q. To your knowledge would they follow that 13 Judy Moss
14 approach?
15 MR. MARTIN:
16 A. | don’t--I"'m not involved in the calculations
17 of that nature, you’'d have to check with them.
18 GREENE, Q.C.:
19 Q. So Mr. McDonald would be the appropriate
20 person to ask?
21 MR. MARTIN:
22 A. Yes, hewould.
23 GREENE, Q.C.:
24 Q. Okay. Are you familiar with Exhibit 8, the
25 Intercompany Transactions Costing Guidelines?
Page 158
1 MR. MARTIN:
2 A. Arewe pulling that up?
3 GREENE, Q.C.:
4 Q. Anditis1:30.
5 CHAIRMAN:
6 Q. Areyouready to stop for theday or doyou
7 want to continue with this -
8 GREENE, Q.C.:
9 Q. No, | understood we were to break at 1:30, so
10 thisis as good atime as any for me to stop.
11 CHAIRMAN:
12 Q. Adjourn. Okay, we'll adjourn until tomorrow
13 morning.
14 Upon conclusion at 1:30 p.m.
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