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1 NOVEMBER 17, 2015 1 information is administered essentially by the
2 (9:04am.) 2 Human Resources Department in accordance with
3 CHAIRMAN: 3 the salary administration matrix.
4 Q.| understand we' ve got one preliminary matter 4 MR. O'BRIEN:
5 to deal with. 5 Q. Andthat’swhat | understood just in terms of
6 MS. GLYNN: 6 what you said. So in terms of setting
7 Q. Yes we justneed toenter - therewas an 7 salaries, do you have any input at all into
8 undertaking provided by Liberty Consulting 8 that?
9 Group and the undertaking has already been 9 MS.LUTZ:
10 distributed to the Commissioners and the 10 A.No, | don't.
11 parties. It's Undertaking 136. 11 MR. O'BRIEN:
12 CHAIRMAN: 12 Q. Andinterms of your own unitsin terms of,
13 Q. Mr. O’'Brien, you'reon. 13 say, Ms. Russell, you have three units that
14 MR. SCOTT PELLEY: 14 you look after, isit fair to say, | guess, in
15 MS. CARLA RUSSELL: 15 terms of control over costs and salary costs,
16 MS. CAROL ANN LUTZ: 16 really the only control you haveis sort of on
17 CROSS-EXAMINATION BY MR. LIAM O’'BRIEN (CONT’D) 17 aworkforce requirement basis?
18 MR. O'BRIEN: 18 MS. RUSSELL:
19 Q. Thank you, Mr. Chair. Good morning, folks. 19 A. Correct.
20 MR. PELLEY: 20 MR. O'BRIEN:
21 A. Good morning. 21 Q. Okay. | wonder if we could pull up NP-NLH-307
22 MS.LUTZ: 22 just for asecond. | wanted to look at some
23 A. Good morning. 23 of the recent increases, and if we go to page
24 MS. RUSSELL: 24 9, and if we can just blow that up, line2is
25  A. Good morning. 25 the salaries and benefits, and if we go over
Page 2 Page 4
1 MR. O'BRIEN: 1 to 2013 to 2014, there’ sa6.95 million dollar
2 Q. Whenwe left off yesterday, | was going to 2 increase in actuals there from 74.9 to -
3 turn toa new topic, that wassalary and 3 sorry, just under 6 million interms of an
4 benefits. | wonder if we could pull up the 4 increaseto 2014. Now | understand you don’t
5 Grant Thornton Report, page 68, June 12th. | 5 have necessarily in the Finance Department
6 just wanted to talk briefly about that piece 6 control over setting those salaries, but is it
7 of the operating expenses, and if welook at 7 your opinion that that’ s a reasonable increase
8 Tables46 to 47, these tables show actual 8 over aone year period?
9 costs and the number of FTEs from 2007 on to 9 MS. RUSSELL:
10 2015. We were given someinformation inan 10 A.Which years again are you talking about?
11 RFI that salaries over that period had 11 MR. O'BRIEN:
12 increased, gross salaries, on an inflation 12 Q. 2013to 2014.
13 adjusted basis by 43.3 percent. Are you aware 13 MS. RUSSELL:
14 of that? 14 Al think with respect to the variance there,
15 MS. LUTZ: 15 the HR panel discussed the reasons why, and
16 A.Yes 16 when you’ re looking at the increase, you need
17 MR. O'BRIEN: 17 tolook at thedrivers that’scausing the
18 Q. Andisthat above and beyond what you'd expect |18 increase. You can't just look at the overall
19 to see- | guess, it is above and beyond what 19 percentage. There are reasons that are
20 you' d expect to seefor inflation. Interms 20 driving that, workforce requirements, and
21 of your rolein the Finance Department, what 21 other things which the HR panel talked about,
22 sort of role do you have for oversight over 22 progression, salary progression. So to make a
23 the salary piece? 23 blanket statement that the cost by percentage,
24 MS.LUTZ: 24 you redlly have to look at the details behind
25 A.l think yesterday | mentioned the salary 25 that which the HR panel would have provided.
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1 MR. O'BRIEN: 1 vacancies in between 2014 test year and?014
2 Q. Wereyouinvolved inany discussions at the 2 actual.
3 time that there was an amendment to the GRA as 3 MR. O'BRIEN:
4 to whether or not that would be considered a 4 Q. And | thought that might be the case.
5 reasonable increase, just on a broad basis? 5 MS. LUTZ:
6 MS. RUSSELL: 6 A.Yes
7 A. Theamendment? 7 MR. O'BRIEN:
8 MR. O'BRIEN: 8 Q. And, | guess, onthat point, | understood that
9 Q. Theamendment to the GRA from 2013 to 2014. 9 the actual experience for 2014 was 52
10 MS. RUSSELL: 10 vacancies, isthat right?
11 A. So the new number, the new test costs that was 11 MS.LUTZ:
12 there? 12 A.lwould haveto- | don't have that number
13 MR. O'BRIEN: 13 right here.
14 Q. Yeah. 14 MR. O'BRIEN:
15 MS. RUSSELL: 15 Q. Wewere giventhat, | think, inone of the
16 A. Those numbers again are provided by the Human |16 RFIS, so if you took that subject to check,
17 Resources, as we said, so we wouldn’'t have any 17 the vacancy adjustment that was included in
18 - 18 the GRA wasfor 40 for that year, is that
19 MR. O’'BRIEN: 19 right?
20 Q. Sowhenyou fileatest year, you don't have 20 MS.LUTZ:
21 any discussion amongst yourselves as to 21  A. Thevacancy adjustment inthetest year for
22 whether or not the increase from, say, the 22 2015is40.
23 2013 number to the 2014 test year is a 23 MR. O'BRIEN:
24 reasonabl e increase? 24 Q. Andfor 2014, do you know if that’s the case?
25 MS. RUSSELL: 25 MS.LUTZ:
Page 6 Page 8
1 A.We look at the increases, we provide the 1 A.ldon't have the number for 2014.
2 variances and the discussion would be had 2 MR. O'BRIEN:
3 between the Vice Presidents of HR, and Mr. 3 Q.| understood that that was included. Do you
4 Martin, and Mr. Henderson, on the actua HR 4 know whether it's 40, Ms. Russell?
5 increases. That isnot something that we 5 MS. RUSSELL:
6 would - 6 A.lwould haveto check the number.
7 MR. O'BRIEN: 7 MR. O'BRIEN:
8 Q. Not something that you would be involved in? 8 Q. And whatever the adjustment was for that year,
9 MS. RUSSELL: 9 there was a vacancy adjustment, | take it, for
10 A.No. Wewould be responsible for providing the 10 the 2014 test year, was there?
11 numbers and the variances. 11 MS.LUTZ:
12 MR. O’'BRIEN: 12 A.Intermsof anallowancein 2015 test year,
13 Q. Okay, and areyou ableto tell mejust, | 13 you can seean amount specifically for the
14 guess, on that basis - we looked at the test 14 vacancy, which was 3.3 million. Interms of
15 year at 81.9 million and the actual at 80 15 the 2014 test year, that number is actually
16 million. Are you ableto tell me why those 16 included because the way the forecast was
17 are different? 17 done, it was forecasted out to the end of the
18 MS. RUSSELL: 18 year, which iswhy | don’'t have aspecific
19 A.Carol Ann. 19 component to explain.
20 MS.LUTZ: 20 MR. O'BRIEN:
21 A.Just give me asecond here. 21 Q. Wdll, can you confirm for me, can you give an
22 MR. O'BRIEN: 22 undertaking to confirm what adjustment was
23 Q. Sure. 23 included for the 2014 test year?
24 MS.LUTZ: 24 MS.LUTZ:
25 A.Sointerms of the salaries, we did have some 25 A.Sojust to be clear, that would be to confirm
Page 5 - Page 8
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1 the number of vacancies that were included in 1 Q. Soit’snot something the Finance panel or any
2 the - 2 of you on the panel would have had any input
3 MR. O'BRIEN: 3 in?
4 Q. The number of vacancies that were included. 4 MS. RUSSELL:
5 MS.LUTZ: 5 A.Wewould just build up the numbers, and again
6 A.In 2014 test year? 6 as we talked about how the budgets are done,
7 MR. O'BRIEN: 7 facilitate the discussions and everybody would
8 Q. Right. 8 come in and put forward the costs. There would
9 MS.LUTZ: 9 be discussion on each particular item.
10 A.Yes 10 MR. O'BRIEN:
11 MR. O'BRIEN: 11 Q. Okay. Do you recall any discussion about how
12 Q. And to provide the actual experience, the 12 that particular figure could be mitigated or
13 actual number of vacancies for that year? 13 managed or decreased before the test year was
14 MS. LUTZ: 14 put in?
15  A.Yes, we could get that information. 15 MS. RUSSELL:
16 MR. O'BRIEN: 16 A.l do recall discussions about the FTE
17 Q. You can provide that, and, | guess, the final 17 complement, like, the looking at - it would
18 part of that would be to provide theimpact 18 have been discussed, like, the number of FTES
19 between the actual and what was included, can 19 that different groups would have been putting
20 you provide that? 20 forward and the work plan, and those types of
21 MS.LUTZ: 21 discussions, the work versus the FTE -
22 A Yes. 22 MR. O'BRIEN:
23 MS. GLYNN: 23 Q. And anything in detail that you can give us or
24 Q. Noted on the record. 24 isit just agenerality?
25 MR. O'BRIEN: 25 MS. RUSSELL:
Page 10 Page 12
1 Q. If welook back up here at 307, NP-NLH-307, we 1  A.No,justa-
2 look at the difference between 2014 test year 2 MR. O'BRIEN:
3 to 2015test year. Again, | guess, Ms. 3 Q. Yeah. | wonder if we can pull up NP-NLH-310.
4 Russell, the same question with respect to - 4 | want to just briefly talk about vacancies
5 we see a big change there from 81.9 millionin 5 here where we were talking about that earlier.
6 the 2014 test year tothe 2015 test year. 6 In thistable, you were asked to - Hydro was
7 Would there have been any discussion you were 7 asked to provide vacancies from 2007 to 2014
8 a part of as towhether or not that was 8 actual and forecast. If we could scroll down,
9 reasonable? 9 and | understand asyou said, Ms. Lutz, the
10 MS. RUSSELL: 10 2015 vacancy adjustmentis inat 40. The
11 A. Again wewould have provided the numbers, we |11 actual vacancy adjustments or actual vacancies
12 would have looked at that and facilitated the 12 interms of experience, thelast few years
13 discussions with Mr. Henderson on the drivers, 13 were 52, 51, and 52. On what basis was Hydro
14 what was driving those numbers. 14 considering 40 to be a reasonable number?
15 MR. O'BRIEN: 15 (9:15am.)
16 Q. Okay. 16 MS.LUTZ:
17 MS. RUSSELL: 17 A. The 40 vacancies was determined by the Human
18 A.So there would have been again some 18 Resources Department based on their assessment
19 progression, which the HR panel has discussed 19 of the workforce planning activities, and |
20 as to the nature of that, and aso there would 20 believe Mr. McDonald and Mr. Roberts testified
21 have been FTE drivers, workforceto do work 21 to why they thought that the 40 was a
22 plans and based off, | think, the aging assets 22 reasonable number go forward, and | aso think
23 and that would bethingsthat Mr. Henderson 23 Mr. Henderson did as well.
24 would have spoke - 24 MR. O'BRIEN:
25 MR. O'BRIEN: 25 Q. Okay, and the actual for that year, | believe
Page 9 - Page 12
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1 - or theforecast now asof Mr. McDonald's 1 isthat right?
2 testimony, was 65 for the end of thisyear, is 2 MS. RUSSELL:
3 that right? 3 A Yes
4 MS.LUTZ: 4 MR. O'BRIEN:
5 A.l believethat’swhat Mr. McDonald said. 5 Q.Butfor 2015 now, you're looking for cost
6 MR. O'BRIEN: 6 recovery for all of 2015 aswell. You've got
7 Q. DoesHydro intend to amend the 2015 test year 7 built into that cost recovery, 40 vacancies
8 to reflect that? 8 when you will have 65?
9 MS.LUTZ: 9 MS. RUSSELL:
10 A. No, wedo not. 10 A.We'dhave toget thenew estimatefor the
11 MR. O'BRIEN: 11 vacancy at this point.
12 Q. And why isthat? 12 MR. O'BRIEN:
13 MS.LUTZ: 13 Q. Okay.
14  A.| believe as Mr. McDonald and Mr. Roberts 14 MS.LUTZ:
15 testified, the workforce planning requirements 15  A. But some of the - so the reason that we had
16 are what is required for the future to provide 16 the number of positionswasto perform work
17 the service, and they fedl that that wasthe 17 throughout Hydro.
18 reasonable number of staff that were required, 18 MR. O’'BRIEN:
19 and 40 was reflective of what the vacancy 19 Q. Right.
20 would be. 20 MS.LUTZ:
21 MR. O'BRIEN: 21 A.And without the staff, thework is being
22 Q. And how would you square that with the 2015 22 accomplished through overtime or through
23 cost recovery application? Isthere an extra 23 consultants and so on. So it doesn't
24 25 - isthere an adjustment now for an extra 24 necessarily trandate into the fact that
25 25 vacancies ill included in that cost 25 because those positions are vacant, that we
Page 14 Page 16
1 recovery request for 2015? 1 are - that the costs are asavings, if you
2 MS. RUSSELL: 2 will, and you can seethat by the fact that
3  A.Whenyou say 25, you mean the difference, 3 our total costs right now they’re in excess of
4 you' re talking about the difference - 4 what the test year number was.
5 MR. O'BRIEN: 5 MR. O'BRIEN:
6 Q. Yeah, there'san adjustment for 40 in there, 6 Q. Andyou're satisfied that's associated with
7 and right now you'’ re asking in your 2015 cost 7 additional overtime or contract work for 2015?
8 recovery application for costs in 2015 and 8 MS.LUTZ:
9 you're asking for additional costs, | would 9 A. That would be part of it, yes.
10 suggest, in terms of that 25? 10 MR. O’'BRIEN:
11 MS. RUSSELL: 11 Q. And can you provide an undertaking to show the
12 A.Sothe 40isthe number that'sin the test 12 breakdown of that?
13 year for vacancy, and again I’ll have to go 13 MS. LUTZ:
14 back to Mr. McDonald’ s testimony because he 14 A Yes
15 explained the reasoning for the variancesin 15 MR. O'BRIEN:
16 the vacancy rate and why he felt the 40 was 16 Q. Okay.
17 justified and the number that they were 17 MS. GLYNN:
18 working towards for 2015. 18 Q. Noted on the record.
19 MR. O'BRIEN: 19 MR. O'BRIEN:
20 Q.| understandthat, and interms of going 20 Q. Mr. McDonald had indicated going forward, as
21 forward, | believe histestimony suggested 21 you say, Ms. Russell, that the 40 vacancy
22 that for 2016, say, that you would be working 22 would be an appropriate figure. Inthe 2012,
23 with a40, and he believed you'd be ableto 23 2013, and 2014 years, the vacancies were at
24 meet that 40 vacancy as opposed to the 65 in 24 52, 51, and 50. Hydro had a recruitment
25 2016 and 2017 going forward. That’ s the plan, 25 process going on during those years, isthat
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1 correct? 1 MR. O'BRIEN:

2 MS. RUSSELL: 2 Q.| wonder if we could pull up NP-NLH-023.

3 A.Yes | believe so. 3 MS.GRAY:

4 MR. O'BRIEN: 4 Q. Total FTES, Mr. O'Brien?

5 Q. But till managed - and till was unableto 5 MR. O'BRIEN:

6 maintain a 40 vacancy? 6 Q.Yes, please. That's justthe FTE Table,

7 MS. RUSSELL: 7 permanent and standby. Go down here, okay.

8 A.Aganl'dhavetodefer back to Mr. McDonald 8 So those are the total - at the bottom there,

9 because he isthe person who speaks to the 9 total FTESgoing across from 2007 on to the
10 vacancy numbers and he has provided the 10 2016 forecast, | guess. For 2014, there was
11 testimony on that, so |l really couldn’'t add 11 an increase from 808 to 860, and there was 52
12 anything more to that. 12 vacancies, was there, in that year?

13 MR. O'BRIEN: 13 MS.LUTZ:

14 Q. Okay, sure. Let me ask you before we move off 14 A. From the previous table?

15 of salaries, the Mercer Review, the Mercer 15 MR. O'BRIEN:

16 Report, is that something that either one of 16 Q. Yeah

17 you would have reviewed or able to comment on? |17 MS. LUTZ:

18 MS. RUSSELL: 18 A.Yes

19  A. | wouldn't be able to comment on that. 19 MR. O'BRIEN:

20 MS.LUTZ: 20 Q. Sotheactua FTEsfor that year was 808, is

21 A.ldid not review it. 21 that right? Isthat how that works?

22 MR. O'BRIEN: 22 MS.LUTZ:

23 Q. Okay. Intermsof FTESthen and budgeting, | 23  A.That'snet FTES, yes.

24 guess, at the budgeting stage, based on your 24 MR. O'BRIEN:

25 testimony yesterday, | guess, in each one of 25 Q. Okay, and for 2015, we've got 888, and let’s
Page 18 Page 20

1 your groups you would be looking at a 1 assume Mr. McDonald stestimony is accurate,

2 budgeting for a number of FTEsyou’d need on a 2 about 65, there may be a difference based on

3 go forward basis each year, isthat fair? 3 wherewe are today, but let’sassume that

4 MS.LUTZ: 4 that’ s accurate, then the 888 isreally ina

5 A.It'sa combination, so the operations group 5 range of about 823, is that fair?

6 would look at their FTE requirements, and so 6 MS.LUTZ:

7 on, and obviously we would do it in Finance. 7 A.Based onthe numbersthat we looked at a

8 MR. O'BRIEN: 8 minute ago.

9 Q. InFinance, you would do the same thing? 9 MR. O'BRIEN:

10 MS. LUTZ: 10 Q. Okay. | just wanted to talk about some of the
11 A Yes 11 reasons, and Ms. Russell, you had mentioned
12 MR. O’'BRIEN: 12 thisjust briefly yesterday, you alluded to

13 Q. And overall responsibility for FTEswould lie 13 one of the RFIS, PUB-NLH-409, | think, just

14 with Mr. Henderson, isthat fair, for Hydro's 14 some of thereasons for increasesin FTES.
15 overall requirements? 15 Are you prepared to discussthose in any
16 MS.LUTZ: 16 detail ?

17  A.Yes 17 MS. RUSSELL:

18 MS. RUSSELL: 18 A.Ifit's theincreases in FTE - sorry, the

19 A Andultimately it'sapproved by Mr. Martin, 19 increasesin FTES, al of those increases are

20 though. 20 the Operations panel, so | would not be able
21 MR. O'BRIEN: 21 to discuss.

22 Q. Okay. 22 MS.LUTZ:

23 MS. RUSSELL: 23 A.Canljustask -

24 A. So Mr. Martin does have the final say on FTE 24 MR. O'BRIEN:

25 increases above Mr. Henderson. 25 Q. Sure.

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

Page 17 - Page 20




November 17, 2015

Multi-Page™

NL Hydro GRA

Page 21 Page 23
1 MS. LUTZ: 1 reasons for increasing, that’s all operating.
2 A.Can wejust go back to the 882 that you 2 | can move along with some of my questions.
3 mentioned? 3 Let'sgoto thefinance function costs, and
4 MR. O’'BRIEN: 4 that’s something that you're prepared to
5 Q.Yes, sure. 5 discuss, | takeit, Ms. Russell?
6 MS.LUTZ: 6 MS. RUSSELL:
7 A.Didyou say 882, lessthe total - 7 A Yes
8 MR. O'BRIEN: 8 MR. O'BRIEN:
9 Q. No, 888 thereinforecast 2015, if the65is 9 Q. Okay. Soback in 2008, one of the functional
10 accurate in terms of vacancies for 2015, then 10 groups of Hydro, the employees with finance
11 you' re down around 8237 11 were moved from Hydro to Nalcor, is that
12 MS.LUTZ: 12 right?
13 A.I'djust like to say that the 40 is aready 13 MS. RUSSELL:
14 included in that number. 14  A. Correct.
15 MR. O'BRIEN: 15 MR. O'BRIEN:
16 Q. The40isincluded in the actual FTES? 16 Q. And there was a number of - that included the
17 MS.LUTZ: 17 vP Finance, and anumber of comptrollers, |
18  A.Inthe 2015 test year, yes. 18 think, at the time, isthat right?
19 MR. O'BRIEN: 19 MS. RUSSELL:
20 Q. Okay, dl right. Sothat’s anet FTE there? 20 A.Yes
21 MS.LUTZ: 21 MR. O'BRIEN:
22 A.Yes 22 Q. And Nalcor, | understand, hired a number of
23 MR. O'BRIEN: 23 new employeesin the Finance Department around
24 Q. All right, and that’ s the same going - is that 24 that time too, isthat right?
25 the same going along for al the actuals? If 25 MS. RUSSELL:
Page 22 Page 24
1 we look up maybe the fourth line there, the 1 A.I'll let Carol Ann maybe -
2 total, 832, 806, 823, and then you come down 2 MR. O'BRIEN:
3 to 813, those are net? 3 Q. Sure.
4 MS.LUTZ: 4 MS.LUTZ:
5 A. Thetop number is before any recharges and so 5 A.lthink it was not right in 2008, but -
6 on, | believe. 6 MR. O'BRIEN:
7 MR. O’'BRIEN: 7 Q. Around that time frame?
8 Q. Right. 8 MS.LUTZ:
9 MS.LUTZ: 9 A. Peoplewereinitially transferred out of Hydro
10 A.Sofor comparative purposes, the 2015 test 10 in 2008.
11 year number of 903 - 11 MR. O'BRIEN:
12 MR. O'BRIEN: 12 Q. Okay.
13 Q.15943? 13 MS.LUTZ:
14 MS. LUTZ: 14 A. Therewas 24 peopletransferred initially.
15  A. Correct. 15 MR. O'BRIEN:
16 MR. O'BRIEN: 16 Q. Right.
17 Q. Okay, and the comparative for 2016 is? 17 MS.LUTZ:
18 MS.LUTZ: 18 A.Yes
19 A. | believeit's940 - 19 MR. O'BRIEN:
20 MR. O'BRIEN: 20 Q. Andthere was- a fair number werefinance
21 Q. About the same thing? 21 employees?
22 MS.LUTZ: 22 MS.LUTZ:
23 A.l believe so. 23 A. Finance and executive, yes.
24 MR. O'BRIEN: 24 MR. O'BRIEN:
25 Q. Okay, dl right. Sointermsof the actual 25 Q. And executive, right, and sowhat happened
Page 21 - Page 24
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1 from that point forward in terms of the 1 A. Therewas achange of 13 net FTES.
2 finance costs, they would have been charged 2 MR. O'BRIEN:
3 back into Hydro from outside in Nalcor? 3 Q. Okay, net FTES, al right.
4 MS.LUTZ: 4 MS.LUTZ:
5 A. Some of the finance costs, not all of them. 5 A.Not al of them transferred from Nalcor.
6 MR. O'BRIEN: 6 MR. O'BRIEN:
7 Q. Okay. 7 Q. There was additional people hired, was there?
8 MS.LUTZ: 8 Was that how that worked?
9 A For those particular servicesthat were - 9 MS.LUTZ:
10 MR. O'BRIEN: 10 A.Yes
11 Q. For Hydro? 11 MR. O'BRIEN:
12 MS. LUTZ: 12 Q. Okay, and the reason for that - | guess, the
13 A. For the people who provided service who had 13 reason for that hadto dowith additional
14 transferred to Nalcor and were based in 14 workload at Hydro for regulatory purposes,
15 Nalcor, to the extent that they provided 15 reporting purposes, that sort of thing?
16 serviceto Hydro, the timewould have been 16 MS.LUTZ:
17 charged back. 17 A.Yes, asMs. Russdl just mentioned.
18 MR. O'BRIEN: 18 MR. O'BRIEN:
19 Q. Okay, and that’s what | assume was the case 19 Q. Areyou abletosay - now | understood the
20 and that’ s my understanding from the evidence. 20 initial transfer of employeesin finance from
21 Mr. Henderson indicated that therewas, | 21 Hydro over to Nalcor, it's Hydro's position
22 guess, arestructuring of sortsin the Finance 22 that that resulted in some cost savings to
23 Department fairly recently. Can you just give 23 Hydro, isthat fair?
24 me an overview as to what that involved, what 24 MS.LUTZ:
25 that entailed? 25  A.Yes.
Page 26 Page 28
1 MS.LUTZ: 1 MR. O'BRIEN:
2 A.Yes. Doyouwant meto start? 2 Q. lsthere an offset now of those cost savings
3 MS. RUSSELL: 3 asaresult of thisrecent restructuring?
4 Al candtart off, | guess. 4 MS.LUTZ:
5 MR. O'BRIEN: 5 A.Wehad calculated an estimate of savingsin
6 Q. Sure 6 NP-NLH-084.
7 MS. RUSSELL: 7 MR. O'BRIEN:
8 A. There are some RFIs on that. NP-NLH-393, that 8 Q. Right.
9 one discusses, if you go down to lines 21 to 9 MS.LUTZ:
10 26, the reason for the re-org was to position 10 A.And that was intotal for theinitia 24
11 Hydro to respond to increased work levels 11 people that were transferred to Nalcor from
12 associated with items such asthe regulatory 12 Hydro.
13 proceedings, reporting, external public 13 MR. O'BRIEN:
14 reporting and auditing requirements. 14 Q. Uh-hm.
15 MR. O'BRIEN: 15 MS.LUTZ:
16 Q. Right. 16 A.So wehad calculated that upto 2013, |
17 MS. RUSSELL: 17 believe -
18 A. Soitwasjust to respond to the changes and 18 MR. O’'BRIEN:
19 the increased work levels. 19 Q. That'sfor al of those employees, right, and
20 MR. O'BRIEN: 20 executive included?
21 Q. Okay, so at that point intime, am | right in 21 MS.LUTZ:
22 saying therewas a total of 13 employees 22 A.Yes and sothat, | believe, was 9.2 million
23 transferred over? Canyou give metheright 23 estimated.
24 figure there? 24 MR. O'BRIEN:
25 MS. LUTZ: 25 Q. Right.

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

Page 25 - Page 28




November 17, 2015

Multi-Page™

NL Hydro GRA

Page 29 Page 31
1 MS.LUTZ: 1 please, Ms. Gray, this page here. I'm looking
2 A.Since that time, we haven't continued to 2 at the - and there’sanote onthis. | just
3 quantify the savings for that particular group 3 wanted to ask afew questions on that. If we
4 because, asyou mentioned, asthings keep 4 ook at the finance costs for 2013, it's 11.75
5 changing. 5 million. If we scroll over to 2014, there's
6 MR. O'BRIEN: 6 amost a 50 percent change there of 17.5. If
7 Q. Right. 7 welook at note5 thenon the next page,
8 MS.LUTZ: 8 finance expenses have increased by 5.9 million
9 A. Sotherewould be some offset to the - because 9 from 2013 to 2014 due to an increase in
10 of the restructuring that we just discussed in 10 salaries, .9 million. So would that capture
11 2014. 11 some of the restructuring?
12 MR. O'BRIEN: 12 MS.LUTZ:
13 Q. And that restructuring - 13 A. It would capture some of it, yes.
14 MS.LUTZ: 14 MR. O'BRIEN:
15 A. Theextent of which, | don’t have the number 15 Q. Okay, an increase of 4.4 million in
16 here. 16 professional services primarily related to the
17 MR. O'BRIEN: 17 2.4 in regulatory activities, and 2.0 million
18 Q. Okay, | didn’t meanto interrupt you. The 18 associated with outage inquiry, and a decrease
19 2014 - so therestructuring started in 2014 19 of .6in cost recovery. Sothe 2.4 in
20 and is still ongoing, isit? Isthat accurate 20 regulatory activities, is that largely GRA
21 orisit- 21 related?
22 (9:30am.) 22 MS. LUTZ:
23 MS. RUSSELL: 23 A.GRA and hearing related costs.
24 A.Wadll, the restructuring started in 2014, and, 24 MR. O'BRIEN:
25 yes, we' ve gone through that restructuring. 25 Q. And the outage inquiry of 2.0 million, isthat
Page 30 Page 32
1 MR. O'BRIEN: 1 an amount Hydro feels is appropriate to
2 Q. Sothat’sal complete now. So someis built 2 recover from its customers?
3 into 2014 year and somewas donein 2015, is 3 MS. RUSSELL:
4 that right? 4  A. Theamount in 2014 or 2015?
5 MS, RUSSELL: 5 MR. O'BRIEN:
6 A.Yes. 6 Q. Wédl,it'sanincreasein 2014 over 2013.
7 MR. O'BRIEN: 7 MS. RUSSELL:
8 Q.Okay, and are you able to provide an 8 A.Sotheamount that Hydro put forward in the
9 undertaking to determine what the offsetting 9 45.9 million dollar cost deferral, | believe
10 cost would be as aresult of that transfer? 10 there’'samillion dollars in that particular
11 MS.LUTZ: 11 number, and that’s the amount that Hydrois
12 A Yes 12 putting forward for recovery.
13 MS. GLYNN: 13 MR. O'BRIEN:
14 Q. Noted on the record. 14 Q. And is that associated with the outage
15 MR. O'BRIEN: 15 inquiry?
16 Q.| wonder if we can bring up IC-NLH-024, 16 MS. RUSSELL:
17 Revision 1, page 2 of that document, and we're 17 A.Thereisaportion of that that’s associated
18 still looking here at finance function costs. 18 with the outage inquiry, yes.
19 Under the heading there on the left hand side, 19 MS. LUTZ:
20 Corporate Services, Finance Department, and 20 A. And there s also the 2 million for the outage
21 thismay assist, | guess, something you' d have 21 inquiry which isincluded -
22 tolook at inthat offsetting situation. If 22 MR. O'BRIEN:
23 we go across to actuals for 2007 to 2013 - 23 Q. What'sthat?
24 maybe it’ s the next page, I'm sorry. Sorry, 24 MS. LUTZ:
25 looking at 2014, herewe go. Scroll down, 25 A. The 2 million for the outageinquiry isalso
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1 included. 1 addition there’'s2 million related to the
2 MR. O'BRIEN: 2 outage inquiry.
3 Q. ljustwantto becertain. The2 million for 3 MR. O’'BRIEN:
4 the outage inquiry is included in the 2014 4 Q. Okay, | think I got you now. Sointerms of
5 revenue deficiency request? 5 the restructuring then, | guess, in that
6 MS.LUTZ: 6 particular year, you've got .9 million in
7  A.That'scorrect. 7 salaries, that’s capturing a certain portion
8 MR. O'BRIEN: 8 of that?
9 Q. And 1 million of the regulatory activities, is 9 MS.LUTZ:
10 that what you were saying, Ms. Russell, or is 10 A.Yes
11 ital 2million -just 2millionfor the 11 MR. O'BRIEN:
12 outage inquiry? 12 Q. And | wonder if | can ask you just in terms of
13 MS. RUSSELL: 13 that restructuring, hasthat resulted in any
14 A.I'll defer to Ms. Lutz on thisone. 14 further efficiencies within finance?
15 MS.LUTZ: 15 MS. RUSSELL:
16 A.Okay. There is2 million for the outage 16 A. What do you mean when you say "efficiencies'?
17 inquiry and also thereis anincrease, as 17 MR. O'BRIEN:
18 noted here, 2.4 for regulatory activities. 18 Q. You find that the work is easier to do now or
19 MR. O'BRIEN: 19 it's-
20 Q. Right. 20 MS. RUSSELL:
21 MS.LUTZ: 21 A. Wadll, the workload has increased tremendously
22 A.l4of itrelatesto legal fees and consultant 22 since 2007, so | would say that the workforce
23 costsand soon relatedto the GRA, and a 23 that’ s there is meeting the requirements, but
24 million dollarsrelatesto the hearing costs 24 the workload has been tremendously high since
25 for 2014. 25 2007.
Page 34 Page 36
1 MR. O'BRIEN: 1 MR. O'BRIEN:
2 Q. Andthe outage inquiry, or isit separate 2 Q. Okay. Ifwe goback upto thenext page
3 costs? 3 there, Ms. Gray, if we could, scroll up. In
4 MS.LUTZ: 4 terms of with this restructuring from finance,
5 A.Thelmillion? 5 there's aline down there under corporate
6 MR. O'BRIEN: 6 services, finance deferred regulatory costs
7 Q. Yeah 7 and allocation to non-regulated customer. So
8 MS.LUTZ: 8 the allocation and non-regulated customer from
9 A.lIsseparate from the outage inquiry. 9 2013 to 2014 hasn't really reduced much asa
10 MR. O’'BRIEN: 10 result of that - really it seemsto have
11 Q. Andwhat’'sthat for, hearing costs in 2014, 11 stayed the same. Would you have thought there
12 GRA hearing costs? 12 would be some change if you' re moving finance
13 MS. LUTZ: 13 employees over from Nalcor into Hydro,
14 A Yes 14 wouldn’t there still be charges out? Should
15 MR. O'BRIEN: 15 there be more charges out?
16 Q. Okay, I'mnot certain| got you. | thought 16 MS.LUTZ:
17 you said 1.4 out of the 2.4 relates to GRA, 17 A. Could youjust clarify?
18 and 1.0 relates to the hearing costs of the 18 MR. O’'BRIEN:
19 GRA? 19 Q. I'mtrying togeta flavour - initialy in
20 MS.LUTZ: 20 2008 when the finance employees were
21 A.Okay, sothe 1 million would bethe cost 21 transferred into Nalcor, | would expect that
22 related to all the intervenors and the Board's 22 charges from Nalcor to Hydro would increase as
23 costsand soon. 1.4 would berelated to 23 aresult?
24 consultant costs and legal costs that Hydro 24 MS.LUTZ:
25 would incur to preparefor the GRA, andin 25  A. Correct.
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1 MR. O'BRIEN: 1 Relations Department?
2 Q. Okay, so now that there’s employees charged 2 MS. RUSSELL:
3 back, shouldn’t the charges to non-regulatory 3 A Yes
4 lines increase from 2013 to 20147 It doesn't 4 MS.LUTZ:
5 seem to be much of an increase there. 5 A.Yes
6 MS.LUTZ: 6 MR. O'BRIEN:
7  A. Thisparticular line here relates to the cost 7 Q. Okay. Likewise, | guess, anything with PETS
8 of service for providing service to Iron Ore 8 and human resources, that’s not something that
9 Company of Canada, so the 10C. 9 you can talk about, the actual details of
10 MR. O’'BRIEN: 10 those figures?
11 Q. Okay, that makes sense. 11 MS. RUSSELL:
12 MS.LUTZ: 12 A. No, that would be -
13 A. Sothat’swhat that is. 13 MR. O'BRIEN:
14 MR. O'BRIEN: 14 Q. Okay. If we could go to the GT Report, Grant
15 Q. Okay. 15 Thornton Report, page 43. There' s a couple of
16 MS.LUTZ: 16 costs | just wanted to ask you about. Under
17 A.Andit happenstoroll upin our structure 17 the heading of other costs, and thisisin the
18 under finance. 18 revenue requirement, | think we dealt with the
19 MR. O’'BRIEN: 19 professional services. The equipment rentals
20 Q. Okay. 20 cost from 2014 actuals - sorry, 2014 forecast
21 MS.LUTZ: 21 of 1.8 million tothe 2015 forecast of 3
22 A.Asacost recovery. 22 million, are you able to comment on that?
23 MR. O'BRIEN: 23 MS.LUTZ:
24 Q. Thanksfor that, and if welook back, | guess, 24 A.Yes, the primary driver there is the
25 in the 2015 - go across finance again in 2015, 25 amortization of the black start lease.
Page 38 Page 40
1 so the 2014 isat 17.5 million, 2015 isat 1 MR. O'BRIEN:
2 16.8, so there’'s areduction inthat, and 2 Q. Sothat’'ssubject to the prudency review, is
3 there's no note onthat. Is there any 3 that right?
4 increasein- 1I'mjust wondering in the 2015 4 MS.LUTZ:
5 test year, was there any additional increase 5 A Yes
6 in, say, the salaries and benefits within the 6 MR. O'BRIEN:
7 Finance Department due to the further 7 Q. Okay. | think we talked about system
8 restructuring or continued restructuring, or 8 equipment and maintenance yesterday. Y ou were
9 wasit al captured in that .9 million? 9 going to provide - no, that was the overtime.
10 MS. LUTZ: 10 Maybewe can look at system equipment and
11 A. | believeit's note 13. 11 maintenance there, the increase from the
12 MR. O'BRIEN: 12 forecast of 2014, 22.9, to the actuals of
13 Q. Okay. It wasn't across from that. Okay, here 13 28.6. Do you have anything to -
14 wego, .7, al right. Now that’s mainly due 14 MS. LUTZ:
15 to a decreasein the professional services, 15  A. |l think I might have a note on that.
16 okay. | didn't seethat note 13 next to it. 16 MR. O’'BRIEN:
17 | thought it was down below. Thanks for that. 17 Q. Okay, good.
18 | wonder if we could just have alook at the - 18 MS. LUTZ:
19 go back to NP-NLH-307. I just had a couple of 19 A. Okay, | believe that’s further detailed in the
20 further questions on corporate relations 20 Grant Thornton Report on page 78, and the
21 costs. Scroll to page 9 of that, please. I'm 21 primary drivers are 2.3 million in Holyrood
22 sorry, not 307. 317, I’'m sorry, NP-317. The 22 related to Unit 1 maintenance, condition
23 increase in corporate relations costs of 35. 2 23 assessments, and other repairs, and 2.5
24 percent over 2007 to 2015, isthat something 24 million in TRO, which is maintenance backlog
25 that's best taken up with the Corporate 25 reduction, transformer relocation, and
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1 Stephenville gas turbine repairs. 1 A Yes

2 MR. O'BRIEN: 2 MR. O'BRIEN:

3 Q. Okay. Mr. Moore testified about some of that, 3 Q. Okay. Doyou haveany input at all interms

4 | believe. Let’stalk - we can take that one 4 of labour requirement or anything like that

5 now. Talk about the capital budget. You're 5 for any of those projects?

6 involved inthe capital budget process as 6 MS.LUTZ:

7 well, | takeit, are you? How does that work? 7 A.No.

8 MS.LUTZ: 8 MR. O'BRIEN:

9 A.Intermsof finance, we prepare the schedules 9 Q. Whether internal forces are going to be used
10 that are in the capital budget, the primary - 10 or outside forces?
11 engineering isthe primary - 11 MS.LUTZ:
12 MR. O'BRIEN: 12 A.No, | would not.
13 Q. Primary driver of that? 13 MR. O'BRIEN:
14 MS. LUTZ: 14 Q.| wonder if wecan bringup Grant Thornton
15 A Right. 15 Report, the June 12th report, page 110.
16 MR. O’'BRIEN: 16 There's achart there, comparison of capital
17 Q. Soisthereanindividual within Finance who 17 expenditures, actual to budget. It showson a
18 has control there or assists or facilitatesin 18 year over year basis, | guess, that Hydro is
19 that regard? 19 under budget each year. That’s something you
20 MS.LUTZ: 20 would seein the process as you go along, is
21 A.As | mentioned, we accumulateall of the 21 it?
22 proposals and prepare the schedules that 22 MS.LUTZ:
23 accompany the capital budget submission. 23 A.This is something that normally we would
24 MR. O'BRIEN: 24 report to the Public Utilities Board in terms
25 Q. And what involvement - | believe yesterday you |25 of variances by March 1st. Thisyear, in

Page 42 Page 44

1 talked about, | guess, in your monthly 1 particular, and last year, we would have been

2 meetings, you would track sort of where the 2 doing - thisyear, in particular, we would be

3 capital process is, where each of the 3 doing that reporting on a monthly basis.

4 proposals are and projects are, is that right? 4 MR. O'BRIEN:

5 MS.LUTZ: 5 Q. And| understand from thisreport that the

6 A.Yes, that'sright. 6 plan isto keep within a 10 percent variance,

7 (9:45am.) 7 isthat right?

8 MR. O'BRIEN: 8 MS.LUTZ:

9 Q. Andyou had indicated your role isreally from 9 A That'sthe- yes.
10 acost perspective, isthat fair? 10 MR. O’'BRIEN:
11 MS.LUTZ: 11 Q. Andif we look at comments here starting at
12 A.Yes, we prepare areport that summarizes where 12 line 8, if we could scroll down abit, please,
13 the projects are in terms of the four metrics 13 even if welook down to line 16, "Based on the
14 that | mentioned yesterday. 14 information above, the company’s actua
15 MR. O'BRIEN: 15 expenditures has been under budget every year,
16 Q. Right. 16 ranging from 6.43 percent under budget in 2011
17 MS. LUTZ: 17 to 27.17 under budget in 2013. Would you
18 A. And, of course, we get the forecast from the 18 agree that this table suggests Hydro tendsto
19 operationsor from the project engineering 19 overestimate its capital expenditures during
20 group and update the forecast accordingly. 20 the approval process?
21 Therefore, we can do a comparison between the 21 MS.LUTZ:
22 original estimate and the latest forecast. 22 A.No, | would - beforeyou could assume, make
23 MR. O'BRIEN: 23 that conclusion, you would have to understand
24 Q. And you do that on amonthly basis? 24 the reason that drove that discrepancy.
25 MS. LUTZ: 25 MR. O'BRIEN:
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1 Q. Butineach year you're under budget - 1 CT included in the 2014 revenue requirement?
2 MS.LUTZ: 2 MS.LUTZ:
3 A.Butdepending - it would depend on what the 3 A It'sincluded in the rate base.
4 reasons were. 4 MR. O'BRIEN:
5 MR. O'BRIEN: 5 Q. Intherate base?
6 Q. Soyou can't make that broad suggestion on the 6 MS.LUTZ:
7 basis of that chart? 7 A.Yes
8 MS.LUTZ: 8 MR. O'BRIEN:
9 A.No. 9 Q. Andis it Hydro'sposition that it should
10 MR. O'BRIEN: 10 remain in the 2014 rate base?
11 Q. Are you involved a al with the 11 MS.LUTZ:
12 prioritization for capital projects? 12 A Yesterday we taked about in our latest
13 MS. LUTZ: 13 forecast application that we made an
14 A. | personaly am not. 14 adjustment to the revenue - the cost
15 MR. O'BRIEN: 15 deficiency for 2015 related to not having the
16 Q. Ms.Russdl, areyou involved with that at 16 CT in usefor the full year, but that will be
17 al? 17 inuse al of 2016, so Hydro fedlsit is
18 MS. RUSSELL: 18 appropriate that that would beincluded in
19 A.No, I'mnot. 19 rate setting.
20 MR. O'BRIEN: 20 MR. O'BRIEN:
21 Q.| wonder if wecan goto page 115 of that 21 Q.| understand that, and | guess!’'ll getto
22 report. Sorry, | think it'sthe previous 22 that, but I’'m wondering about the 2014,
23 page, sorry. Actually, go back to 110. Yes, 23 because 2014 you'reasking for a revenue
24 herewe go. Table 85. So we go across Table 24 deficiency for that particular year. ThecT
25 85, there’ s the actuals and the budgets. For 25 wasn't in use in that particular year, is that
Page 46 Page 48
1 the 2014 actuals, thisiswhere it shows a 27 1 fair?
2 percent under budget amount, butthe 2014 2 MS. LUTZ:
3 forecast is 268,000 there, and the 2015 3 A.No, it wasnot.
4 forecast is 282 - sorry, million, and 2015 is 4 MR. O'BRIEN:
5 282, isthat right? 5 Q. Andyetit's includedinrate base, isthat
6 MS.LUTZ: 6 right?
7 A .2015is282, yes. 7 MS. LUTZ:
8 MR. O'BRIEN: 8 A.lthink I'd haveto check that, but | believe
9 Q. If we go over to page 115, there's a 9 itis.
10 discussion here about the reasons for a 10 MR. O'BRIEN:
11 difference in each one of those years. Sowe 11 Q. Ifitis, isthereany reason why it should
12 see capital expendituresthat’sincluded in 12 remainin therefor therevenue deficiency
13 the rate base for those years, the total for 13 recovery if it' snot used and useable at all
14 2014 test year, and this shows a discrepancy 14 in that year?
15 of 63 million in the difference. The 114 here 15 MS.LUTZ:
16 showing work in progress, does that relate to 16 A. |l would have to check and get back to you.
17 thecCT? 17 MR. O'BRIEN:
18 MS.LUTZ: 18 Q. Canyou undertake to check first of all, if
19 A Primarily theCT, yes. 19 it'sinthere.
20 MR. O'BRIEN: 20 MS.LUTZ:
21 Q.Andsoin termsof the actua there, that's 21 A.Yes
22 205, and there's a difference of 63. There's 22 MR. O'BRIEN:
23 afurther difference of 63 million, and | 23 Q. And second, if there's any reason why it
24 believe there's abreakdown of that, but 24 should remain in there, okay.
25 before | get to that, the CT itself - isthe 25 MS. GLYNN:
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1 Q. Noted on the record. 1 Thornton recommended that the Board obtain the
2 MR. O'BRIEN: 2 impact that the variances between forecast and
3 Q. Tobehonest, I'mjust interested in whether 3 actual expenditures from 2014 and arevised
4 or not Hydro has an intention to removeit. 4 forecast expenditures for 2015 would have on
5 MS. RUSSELL: 5 both the revenue requirements and rate base
6 A.Solet’'scheck toseeif it'sintherefirst 6 for the 2014 and 2015test years. Please
7 and then we'll get back to you. 7 provide atable with written explanations
8 MR. O'BRIEN: 8 indicating the impact on 2014 and 2015 test
9 Q. Yes | wonderifwe can pull up NP-NLH-308. 9 year revenue requirements and rate base". So
10 | just want to get a sense of the impact if 10 if we go down to - there's atable here, and
11 it'sin there, and there was a question asked 11 2014, if we can read it, the revenue
12 here about - if we scroll up to the question, 12 requirement - there’ sa variance noted there
13 "In the table below, please provide the 13 of 2.1 million. Sothat’s onthe revenue
14 indicated amounts included in the 2014 test 14 requirement, and note 1, "The reduction”, so
15 year", so this might assist in your answer, 15 if we scroll down just a little, "The
16 "related to capital projects that are subject 16 reduction in 2014 test year revenue
17 to further review before being approved for 17 requirement of 2.1 million was primarily due
18 inclusion in rate base', and there'salist of 18 tothe reduction of 148 millionin capital
19 those projects there, and if you look down at 19 assets and service in 2014 actuas in
20 the table below, it appearsthe Holyrood CT is 20 comparison to test year. Of the 148 of assets
21 included. 21 additionsthat did not go into service in
22 MS.LUTZ: 22 2014, 110 million relates to the Holyrood cT1".
23 A.Yes, that'sright. 23 How doesthat square with the figures Grant
24 MR. O'BRIEN: 24 Thornton had of 114, and then therewas a
25 Q.Okay, and on that basis, there's an 25 further 63 million for 2014? Canyou - I'm
Page 50 Page 52
1 amortization amount included of 261,000, is 1 trying to get a sense of variance of 2.1 and
2 that right? 2 how that got calcul ated?
3 MS.LUTZ: 3 MS.LUTZ:
4 A Yes 4 A. Canyou say your question again?
5 MR. O'BRIEN: 5 MR. O'BRIEN:
6 Q. Andthenareturnonrate base amount of 3.9 6 Q. Yes I'mjust trying to get a sense of - when
7 million? 7 we looked at the Grant Thornton Report, there
8 MS.LUTZ: 8 was 114 million in capital assetsand 63 in
9 A Yes 9 work in progress, and here it says 148 million
10 MR. O'BRIEN: 10 of assets, but doesn't sort of reference work
11 Q. Andare you ableto tell me whether or not 11 in progress. |I'm trying to get a sense of how
12 those figures are accurate figures if we're 12 the variance for the revenue requirement was
13 going to assess whether or not the cT should 13 calculated.
14 beremoved from rate base? Arethose the 14 MS.LUTZ:
15 figures that we should look at as removing? 15 A.So if you'reback to the Grant Thornton
16 MS.LUTZ: 16 Report, the 148 is also noted here.
17 A.l believethey are. 17 MR. O'BRIEN:
18 MR. O'BRIEN: 18 Q. Yes, that'sa difference there, okay, and
19 Q. What'sthat? 19 there's -
20 MS.LUTZ: 20 MS.LUTZ:
21 A.l believethey are. 21 A.The148.
22 MR. O'BRIEN: 22 MR. O'BRIEN:
23 Q.Okay. So that's 3.9 and 261,000 for 23 Q. Right.
24 amortization. Canwe bring up PUB-NLH-487. 24 MS.LUTZ:
25 Inthis one, it'sa question here, "Grant 25  A.Andthen the capital expenditures, that'sa
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1 difference between the planned expenditures 1 MS.LUTZ:
2 versus the actual expenditures. 2 A.Yes, andthat’'s essentiadly the last line here
3 MR. O'BRIEN: 3 in the capital expenditure variance, not
4 Q. Okay. 4 necessarily the rate base variance.
5 MS.LUTZ: 5 MR. O'BRIEN:
6 A.The63. 6 Q. No, | understand that, yeah, but in terms of
7 MR. O'BRIEN: 7 the projects themselves, can you confirm when
8 Q. Yeah 8 you have the 2.1 million dollar revenue
9 MS.LUTZ: 9 requirement variance, which one of these
10 A. So| believe the number that’ s presented here 10 projects are taken out then of that rate base?
11 for work in progressisjust the difference 11 MS.LUTZ:
12 between the two. 12 A.Yes
13 MR. O'BRIEN: 13 MR. O'BRIEN:
14 Q. Okay, aright. 14 Q. Okay, becausethere’'s some herethat were
15 MS. LUTZ: 15 scheduled, changed to 2015, some to 2018, or
16 A.ldon'tthink it's actualy reflective of what 16 oneto 2018, oneto 2016, one is completely
17 our work in progress number was. 17 out, so | just want to make sure -
18 MR. O'BRIEN: 18 MS.LUTZ:
19 Q. That's what| was wondering, in terms of 19 A.Yes
20 whether or not that wasthe case. So the 20 MR. O'BRIEN:
21 revenue requirement is based on the removal of 21 Q. That we're working with apples to apples, so
22 the CT, that variance figure is based on the 22 can you provide an undertaking to confirm
23 removal of the CT, isthat right? 23 that.
24 MS.LUTZ: 24 MS. GLYNN:
25 A.The- 25 Q. The undertaking is noted.
Page 54 Page 56
1 MR. O'BRIEN: 1 MR. O'BRIEN:
2 Q. The2.5million thereinterms of variance, 2 Q. Andfor the 2014 revenue requirement, if we go
3 revenue requirement. 3 back to 487, so that variance, does that also
4 MS.LUTZ: 4 include associated amortization, interest
5 A.l believeit'sall the costs associated with 5 capitalized during construction, that sort of
6 the 148. 6 thing?
7 MR. O'BRIEN: 7 MS.LUTZ:
8 Q. Okay, sothat’s 110 million of the CcT and 38 8 A.Yes
9 million of other assets. 9 (10:00 am.)
10 MS.LUTZ: 10 MR. O'BRIEN:
11 A. Other things, yeah. 11 Q. Okay. Socanyou provide the calculation of
12 MR. O'BRIEN: 12 that variance, the 2.1?
13 Q. Other thingsthat are included. Can you 13 MS. LUTZ:
14 confirm that for me because | want to get a 14 A Yes
15 sense as to which projectsareincluded in 15 MR. O'BRIEN:
16 that variance? 16 Q. So we can see that breakout?
17 MS.LUTZ: 17 MS. GLYNN:
18 A.Yes 18 Q. Noted on the record.
19 MR. O'BRIEN: 19 MR. O'BRIEN:
20 Q. Andjusttoassist youinthat, | wonder if we 20 Q.Okay. I'dliketoturn to the energy supply
21 can pull up Undertaking 32, and there' salist 21 cost deferral account, if we could. |
22 here. So that 63 million dollar variance 22 understand from the evidence that the proposal
23 that's referenced in the Grant Thornton 23 here isto capture a number of supply costsin
24 Report, there's abreakout of deferrals on 24 the one account in that particular deferral
25 certain projects. 25 account. Isthat fair?
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1 MS. RUSSELL: 1 wind.
2 A.Correct. 2 MR. O'BRIEN:
3 MR. O'BRIEN: 3 Q. Onwind, wasit volatility, something of that
4 Q.Okay. And! wantto talkfirst,| guess, 4 nature, requiring a deferral account?
5 about the Exploits generation aspect of that. 5 MS. RUSSELL:
6 | understand from the last week, | guess, the 6 A.Yes. There suncontrollable -- the basis and
7 pricing on that hasbeen extended at four 7 premise of the -- the premise of this account
8 cents - 8 is that it's a supply cost that are
9 MS. RUSSELL: 9 uncontrollable by Hydro.
10 A.Yes 10 MR. O'BRIEN:
11 MR. O'BRIEN: 11 Q. No, | understand that’s the premise of it,
12 Q.-intonextyear. Isit August of 20167? 12 being uncontrollable, but I'm wondering in
13 MS. RUSSELL: 13 terms of volatility on wind. Is that
14 A.I'll haveto check. It's the middle of next 14 something that is a main concern for Hydro?
15 year. 15 MS. RUSSELL:
16 MR. O'BRIEN: 16 A.lt is a concern. As Mr. Henderson has
17 Q. Middle of next year, okay. And isthere any 17 testified, yes, it isa concern and it would
18 sense from Hydro now that there’'s any price 18 be something that he would have spokentoin
19 variability or volatility, | guess, on the 19 his testimony.
20 horizon with respect to that cost? 20 MR. O'BRIEN:
21 MS. RUSSELL: 21 Q. And those power purchases, there's -- in terms
22 A. At thispoint we wouldn't expect any. 22 of -- at least there's some negotiation
23 MR. O'BRIEN: 23 ability for Hydro to negotiate the purchase
24 Q.Okay. Andthereason for including Exploits 24 price and that sort of thing. Y ou wouldn’t
25 generation in this deferral account was what? 25 disagree with that?
Page 58 Page 60
1 MS. RUSSELL: 1 MS. RUSSELL:
2 A.Sothis particular one hasto do with the 2 A. The purchase price with respect to?
3 supply mix variance and so Exploits would be 3 MR. O'BRIEN:
4 one of theitemson that and Mr. Henderson 4 Q. Towind and those power purchases.
5 actually in histestimony talked about the 5 MS. RUSSELL:
6 inclusion of Exploits. So, wejust included - 6 A.Tosomedegree, yes.
7 - we grouped the supply costs together in that 7 MR. O'BRIEN:
8 particular deferral. 8 Q. Tosomedegree. Thecombustion turbine, in
9 MR. O'BRIEN: 9 the 2015 cost deferral application, | wonder
10 Q. Okay. Soyou haven't -- that’s something that 10 if we can pull up Schedule 3 of Appendix C of
11 Mr. Henderson talked about but it's not 11 that? | wanted to ask you alittle bit about
12 something that you would consider in terms of 12 that asit pertains tothe cost deferra
13 putting together the account from afinance 13 account.
14 perspective? 14 MS. GRAY:
15 MS. RUSSELL: 15 Q. Sorry, inthe-
16 A.No. No, Mr. Henderson -- no. 16 MR. O'BRIEN:
17 MR. O'BRIEN: 17 Q. Intheevidence section of the Amended 2015
18 Q. Theother cost deferrals, wind generation and 18 Cost Deferral Application. It would be
19 Corner Brook Pulp and Paper Co-generation, for |19 Schedule 3, Appendix C.
20 those two, that’s something that Hydro has 20 MS. GRAY:
21 certain element of control over. Would you 21 Q.I'm sorry, Mr. O'Brien, what was the
22 agree? 22 reference?
23 MS. RUSSELL: 23 MR. O'BRIEN:
24 A.No, | believe Mr. Henderson also indicated 24 Q. Sure, Appendix C. Sorry, Schedule 3, Appendix
25 that there was variability in his testimony on 25 C. It's abig application. It'sin the
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1 evidence. 1 MR. O'BRIEN:
2 Okay. That'sit. | think we've got it. 2 Q. To the reasons why, yeah. Now he aso
3 MS.GRAY: 3 testified -- and | understand interms of
4 Q. Sorry. Apologiesfor the delay. 4 Hydro's proposal that with respect to this
5 MR. O'BRIEN: 5 deferral account that thisis subject to at
6 Q.Noproblem. Okay. So | wantedto talk, | 6 the end of each year, in terms of balances, in
7 guess, about the different -- | guessthere's 7 terms of what Hydro would recover, the
8 different power purchases shown across the top 8 proposal is that it would be subject to an
9 and the onein particular, if we could scroll 9 application to the Board. Isthat right?
10 across, and thisisfor 2015. So thisisthe 10 MS. RUSSELL:
11 discrepancy between, | guess, what's inthe 11 A. After for recovery, do you mean?
12 test year and what forecast actuals were as of 12 MR. O'BRIEN:
13 August 2015. Isthat right? 13 Q. Yes
14 MS.LUTZ: 14 MS. RUSSELL:
15 A.Yes, that's correct. 15 A.Yes. | believe on March 1st for disposition
16 MR. O’'BRIEN: 16 of the previous -- the next year.
17 Q. Okay. Soif welook -- if we go across, the 17 MR. O'BRIEN:
18 biggest discrepancy we seethereisin the gas 18 Q. For the next year. | think that was built
19 turbine use. Isthat fair? 19 into the proposal for it.
20 MS. RUSSELL: 20 MS. RUSSELL:
21 A. Correct. 21 A.Yes.
22 MR. O'BRIEN: 22 MR. O'BRIEN:
23 Q. Okay. Andthen, am| right in saying that the 23 Q. And Mr. Goulding gave some evidence in terms -
24 largest portion of that discrepancy iswith 24 - I'd asked him about what types of things
25 respect to the use of the Holyrood CT2 25 that the Board should consider interms of
Page 62 Page 64
1 MS. RUSSELL: 1 that sort of application and | believe he had
2 A Yes 2 indicated that really you have to ook at the
3 MS.LUTZ: 3 circumstances over the use of the CT over the
4 A Yes 4 year to look at why it was being used, that
5 MR. O'BRIEN: 5 sort of thing. Isthat fair?
6 Q.Okay. Andif welook down and seethetotal 6 MS. RUSSELL:
7 energy supply cost deferral balance of about 7 A.lcan'trecall what Mr. Goulding had said.
8 seven million, so the bulk of that is Holyrood 8 MR. O'BRIEN:
9 CT? 9 Q. Maybel can bring up his evidence on October -
10 MS. RUSSELL: 10 - the October 20th transcript, page 140, and
11 A Yes 11 there' s a question there starting at line nine
12 MR. O’'BRIEN: 12 that I'd asked him. "Okay. From your
13 Q. Andthat’'s after the cost variance threshold 13 perspective, what sort of factors should the
14 that’ s proposed of 500,000, okay. And that's 14 Board consider in whether or not the balance
15 over and above -- and Mr. Goulding, | think 15 should be -- how the baance should be dealt
16 testified to thisas well. It'sover and 16 with?' And Mr. Goulding responded "l guess,
17 above, well over and above what’sincluded in 17 as part of the report, the Board may ask that
18 the test year in terms of production for the 18 we provide anindication, like a summary
19 CT, and | believe he indicated that there was 19 report of when gas turbines were ran and maybe
20 achangein philosophy onthe use of thecTt 20 even what the circumstanceswere.” And |
21 some time around March with the March outage. |21 wonder whether you agree with that as being
22 Isthat fair? 22 what you' d expect the Board to consider?
23 MS. RUSSELL: 23 MS. RUSSELL:
24 A.|think, yes, Mr. Goulding testified to the 24 A.lwouldn’t comment. | guess| wouldn’t be
25 reasons why. 25 able to comment on what the Board would
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1 consider with respect to the details of how 1 A.lcan'trecall. On management running the CT?
2 the gas turbines -- you know, Mr. Goulding can 2 MR. O'BRIEN:
3 speak from the perspective of the technical 3 Q. Yeah, yeah.
4 side of things with respect to that. 4 MS. RUSSELL:
5 MR. O'BRIEN: 5 A.lcan'trecal at this point.
6 Q. Okay. | understood you could talk about the 6 MR. O'BRIEN:
7 deferral accounts, so I'm wondering in terms 7 Q. .Okay. So in termsof say the 2015 cost
8 of theterms of thedeferral account, if 8 recovery application, would you anticipate
9 there' sto be an application for - 9 that that sort of information would be put to
10 MS. RUSSELL: 10 the Board by Hydro?
11 A. Right. 11 MS. RUSSELL:
12 MR. O'BRIEN: 12 A. With respect to the disposition, we would pull
13 Q.- disposition of balance - 13 together evidenceand an application that
14 MS. RUSSELL: 14 would detail all thoseitems. The system
15 A. Therewould be. 15 operations panel discussed, | believe, the
16 MR. O’'BRIEN: 16 changes that were going on with the running of
17 Q.- what sortsof things the Board should 17 the CT in its evidence.
18 consider. 18 MR. O'BRIEN:
19 MS. RUSSELL: 19 Q. Right.
20 A.So Ithink at the time, if we put that 20 MS. RUSSELL:
21 forward, we would be looking at those things 21 A. But with respect to the disposition, we would
22 and we could put together something in that 22 put forward an application that would discuss
23 application at that time. 23 some of those itemsin there.
24 MR. O'BRIEN: 24 MR. O'BRIEN:
25 Q. Okay. And would you agreethat it would be 25 Q. Some of those items and why it was run and why
Page 66 Page 68
1 reasonable for the Board to consider the 1 it was appropriateto run it, that sort of
2 circumstances of when the CT was run, 2 thing?
3 management decisions that sort of thing, 3 MS. RUSSELL:
4 whether it was appropriateto runit at that 4 A Wewould consider -- yes, | think wewould
5 one time or another, that sort of thing? 5 consider all those items.
6 MS. RUSSELL: 6 MR. O'BRIEN:
7 Al think it would be appropriate to look at the 7 Q. Okay. And interms of the cost recovery then
8 circumstances under the items there. 8 application for 2015, would that include the
9 MR. O'BRIEN: 9 similar -- that similar evidence?
10 Q. Okay. And how familiar are you with what sort 10 MS. RUSSELL:
11 of factors the Board might want to consider? 11 A. For the cost -
12 Do you have any - 12 MR. O'BRIEN:
13 MS. RUSSELL: 13 Q. 2015 cost recovery application because you
14  A.lwouldn't be- 14 asked -
15 MR. O'BRIEN: 15 MS. RUSSELL:
16 Q. Have any comment on that? 16  A. Theonethat wejust filed?
17 MS. RUSSELL: 17 MR. O'BRIEN:
18  A. No, not with respect to the CT. 18 Q. Yeah
19 MR. O'BRIEN: 19 MS. RUSSELL:
20 Q.Okay. And oneof thethings! noticed, and 20  A.I'm sure if there's information that's
21 maybe you can correct meif I’'mwrong, is 21 required on that we can provide it.
22 there any evidence at thispointin time on 22 MR. O'BRIEN:
23 the record about what sorts of factors could 23 Q.lguess my pointis you' ve asked for itin
24 impact management decision for running thect? |24 that application for cost recovery of that
25 MS. RUSSELL: 25 variance, but thereis no evidencein that
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1 application asto why the cTwas run at 1 MS. RUSSELL:
2 certain timesand why it was appropriate to 2 A.Soit would bebased onwhat -- we would
3 run it at those times. 3 provide an application to the Board that would
4 MS. RUSSELL: 4 lay out.
5 A Right. 5 MR. O'BRIEN:
6 MR. O'BRIEN: 6 Q. Okay. Andyou would agree with me, | guess,
7 Q. Sowould there be further evidence put forth 7 in terms of thistype of -- liketheCT, the
8 by Hydro in that regard for that application? 8 running of the CT here is a management
9 MS. RUSSELL: 9 decision in terms of when the CTisgoing to
10 A.I’'mnot anticipating any further evidence, no. 10 be run and it’s not the same thing as say the
11 MR. O'BRIEN: 11 volatility in the cost of fuel that you have
12 Q. And how does that square with what Mr. 12 under the RsP. This is something alittle bit
13 Goulding has testified to would be the normal 13 different.
14 course of things or expects to be the course 14 MS. RUSSELL:
15 of things with respect to disposition of that 15  A. Sol think that I’d have to revert back to the
16 deferral account in the future? 16 testimony given by Mr. Goulding on the reasons
17 (10:15am.) 17 for the T and the changes and the volatility
18 MS. RUSSELL: 18 of thecT.
19 A.Sol think Mr. Goulding-- and | can't -- | 19 MR. O’'BRIEN:
20 haven't read the whole sort of premise of 20 Q. And how about the band there? If we go back
21 this, but this was probably on the general -- 21 to Schedule C of the 2015 deferrd
22 when you put through the test year on -- once 22 application, we see the band here, the cost
23 you get a Board order approval. 1'm assuming 23 variance threshold. So that’sthe 500,000
24 thiswas about thetest year and that, you 24 band. And we see -- and there's some
25 know, March 1st you'd do your disposition and 25 evidence, | guess, in terms of an undertaking
Page 70 Page 72
1 then you would go forward at that pointin 1 that it would take 30 to 85 hours to actually
2 time. I’'m not sure if he was referring to the 2 get past that band. Is that your
3 cost deferral application in this. 3 understanding aswell? And | can provide the
4 MR. O'BRIEN: 4 undertaking.
5 Q. No, hewasn't. 5 MS. RUSSELL:
6 MS. RUSSELL: 6 A.Yeah, | believethat undertaking, yes.
7 A.Yeah 7 MR. O'BRIEN:
8 MR. O'BRIEN: 8 Q. Andareyou dtill satisfied, based on looking
9 Q. Tobefair, hewasn't referring to that. He 9 at those figures, that that $500,000 band is a
10 wasreferring to just the general deferra 10 reasonable band from an incentive perspective?
11 account. 11 MS. RUSSELL:
12 MS. RUSSELL: 12 A. Yes, because Hydro feelsthat all those costs
13 A. Right. 13 that are in that deferral account are supply
14 MR. O’'BRIEN: 14 costswhich are used for the provision of
15 Q. And how hewould see it playing out in terms 15 electricity and they are consideredto be
16 of disposition, and that’swhat | was asking 16 uncontrollable and therefore the one million
17 about. And so if the Board does order that a 17 dollars, so the band between -- there' salso a
18 deferral account be put in place, how would 18 band on the Island Isolated. One million
19 you deal with the disposition of abalance at 19 dollarsin risk on supply costs, Hydro felt is
20 the end -- | guessin March 1st type of thing? 20 reasonable.
21 MS. RUSSELL: 21 MR. O'BRIEN:
22 A. Sofor 2016? 22 Q. How uncontrollable is the gas turbine cost?
23 MR. O'BRIEN: 23 MS. RUSSELL:
24 Q. For 2016 and into the future, what sort of 24 A. Soagain, I'm going to have to revert back to
25 process? 25 Mr. Henderson and Mr. Goulding's testimony.

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

Page 69 - Page 72




November 17, 2015

Multi-Page™

NL Hydro GRA

Page 73 Page 75
1 They provided a lot of the testimony on the 1 accounts, the one million dollars between the
2 uncontrollableness of that. 2 -- you know, on the dead bands, isrisk that
3 MR. O'BRIEN: 3 is acceptable amount of risk on supply costs,
4 Q. Youcan't comment on how uncontrollableit is? 4 which arefor provision of eectricity to
5 MS. RUSSELL: 5 customers.
6 A.l wouldn't be able to comment on the 6 MR. O'BRIEN:
7 uncontrollableness of the cT. That would be 7 Q. And theré'sno dead band proposed on the
8 the operations group. 8 Holyrood conversion factor account?
9 MR. O'BRIEN: 9 MS. RUSSELL:
10 Q. Okay. When it comes to thistype of a 10 A.Thereisn’t, no.
11 deferral account and say like the running of 11 MR. O'BRIEN:
12 the gas turbine separate from say diesel costs 12 Q. No. And | understood Mr. Henderson's
13 -- you talked about volatility in diesel 13 testimony that the dead band onthe other
14 prices and that sort of thing, but the running 14 accounts was sufficient.
15 of the gasturbineis-- | would put to you is 15 MS. RUSSELL:
16 amanage -- it's partially management versus 16 A. Correct.
17 just sort of apricing issue. 17 MR. O'BRIEN:
18 MS. RUSSELL: 18 Q.Okay. And had Hydro at any point while
19 A Agan,lcan't- 19 preparing the Amended General Rate Application
20 MR. O'BRIEN: 20 considered putting a dead band on the Holyrood
21 Q. Can’'t comment on that? 21 conversion factor account?
22 MS. RUSSELL: 22 MS. RUSSELL:
23 A.I’'mgoing to repeat myself here. 23 A.No, because it feelsthe one million dollars
24 MR. O'BRIEN: 24 of risk on supply costs for the provision of
25 Q. Okay. 25 electricity isreasonable.
Page 74 Page 76
1 MS. RUSSELL: 1 MR. O'BRIEN:
2 A. | haveto go back to the previous testimony. 2 Q. And that's on the supply cost variance,
3 MR. O'BRIEN: 3 500,000 either way?
4 Q. TheHoalyrood fuel conversion factor deferral 4 MS. RUSSELL:
5 account, isthat something you can address as 5 A. Correct.
6 well? 6 MR. O'BRIEN:
7 MS. RUSSELL: 7 Q.| wonder if we could turnto -- and | think,
8 A. From the perspective of the numbers and the - 8 Ms. Lutz, you can probably speak tothis, to
9 MR. O'BRIEN: 9 the shared services model. Isthat part of
10 Q. Of the account itself, the numbers? 10 your review, | guess?
11 MS. RUSSELL: 11 MS.LUTZ:
12 A.Yeah 12 A.Yes
13 MR. O'BRIEN: 13 MR. O'BRIEN:
14 Q. So from the perspective of whether or not it 14 Q.| wonderif wecan pull upthe evidence,
15 provides an incentive to run efficiently, can 15 3.7.2, page 3.38?1 just want to talk just
16 you comment on that? 16 briefly about the methodology. Cost covering
17 MS. RUSSELL: 17 methodology is discussed here in the evidence
18  A. Onthe Holyrood conversion factor? 18 and interms of thecost -- or | guessthe
19 MR. O’'BRIEN: 19 first, under line 18, "cost based intercompany
20 Q. Yeah,if oneisset up. 20 charges among lines of business are cost based
21 MS. RUSSELL: 21 only." Under fair and reasonable, line 20,
22 A.Mr. Henderson | know did, in histestimony, 22 "the results of allocations should befairly
23 provide evidence onthat and aswell, with 23 and reasonable -- should fairly and reasonably
24 respect to the dead band, going over -- Hydro 24 reflect the cost of providing aservice. The
25 feelswith the combination for those three 25 allocation of a cost should reflect a costive
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1 relationship between the provision of services 1 A.l couldn’t comment on the hiring.
2 and thecost." And | understand as well -- 2 MR. O'BRIEN:
3 sorry, if we could scroll down just alittle 3 Q. Okay. And do you know whether or not say pay
4 bit to the next page? Yes, thenext one. 4 scalesfor Hydro match the pay scales for
5 "The acceptability in aregulatory context” is 5 Nalcor, when it comes to same skill set?
6 that something that you can comment on of how 6 MS.LUTZ:
7 Hydro goes about determining how costs are 7 Al understand that they do, but | wouldn’t be
8 acceptable in aregulatory context? 8 privy to any pay scale that was different. |
9 MS.LUTZ: 9 wouldn't -- the pay scales are published.
10  A. | think I can comment on that. 10 MR. O'BRIEN:
11 MR. O'BRIEN: 11 Q. Okay. Sothat -
12 Q. Okay. 12 MS.LUTZ:
13 MS. LUTZ: 13 A.Butif there' s an except -
14  A. Those particular -- those items that are there 14 MR. O'BRIEN:
15 were an extract from the report that we had 15 Q. So that's something falls in the Human
16 done by Deloitte on our intercompany 16 Resources department?
17 transaction policy and we had asked them to 17 MS.LUTZ:
18 review our processand proceduresand they 18 A.Yes, yeah.
19 determined that it was reasonable and in line 19 MR. O'BRIEN:
20 with other utilities and these are some of the 20 Q.Okay. Allright. Wédll, let'smoveon. In
21 ways that they described the process that we 21 your direct evidence, you talked about some of
22 were using. 22 Mr. Rolph’ s indications where Hydro's -- where
23 MR. O'BRIEN: 23 he needed more information, | guess, on the
24 Q.Okay. And sothat came out of that report, 24 payroll situation, but also the concern over
25 those -- and isit something that -- do you 25 whether or not -- about fully burdened costs.
Page 78 Page 80
1 define it as being acceptable in aregulatory 1 So one of those -- so that concern relates to
2 context on the basis of having it reviewed by 2 whether or not charges for common services
3 Deloitte? 3 rendered by Hydro are fully burdened to other
4 MS.LUTZ: 4 lines? Isthat right?
5 A.No. | think that wasjust -- | just wanted to 5 MS. LUTZ:
6 provide some context about what those things 6 A.That'scorrect.
7 were. 7 MR. O'BRIEN:
8 MR. O'BRIEN: 8 Q. And| believe you acknowledged that Mr. Rolph
9 Q. Sure, yeah. 9 had a point on that?
10 MS.LUTZ: 10 MS.LUTZ:
11 A. And acceptablein a regulatory context would 11 A.Yes | did.
12 be least cost for rate payers. 12 MR. O’'BRIEN:
13 MR. O'BRIEN: 13 Q. Okay. Andin hisevidence, he does point to
14  Q.Intermsof -- and | did ask this of the Human 14 sort of a potential impact or overstatement of
15 Resources panel. 1'll ask it of you, but I'm 15 costs of somewhere in therange of about
16 not sure you can comment on it, whether or not 16 $70,000 | think for 2015. Isthat fair?
17 there are any different policiesin place for 17 MS.LUTZ:
18 hiring employees say in Nalcor versus Hydro 18 A. That'swhat he had in his evidence.
19 who may have the same skill set? 19 MR. O’'BRIEN:
20 MS.LUTZ: 20 Q. Okay. And hasHydro looked at whether or not
21 A. That have the same skill set, isthat what you 21 that’ s -- has confirmed that figure or looked
22 said? 22 at that at all?
23 MR. O'BRIEN: 23 MS.LUTZ:
24 Q. Yeah. 24  A. | havelooked at that.
25 MS. LUTZ: 25 MR. O'BRIEN:
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1 Q. And are you able to confirm that's an 1 Q. Ther€ snot?

2 accurate- 2 MS.LUTZ:

3 MS.LUTZ: 3 A Wadl, with the exception of Churchill Falls.

4 Al estimate between -- just preliminary 4 MR. O'BRIEN:

5 analysis, between 70 and 100,000. 5 Q.Okay. And soon that line, with respect to

6 MR. O'BRIEN: 6 transacting with Churchill Falls, if there was
7 Q. Okay. Andcan you provide confirmation of 7 amarkup provided, you could calculate that?
8 that in an undertaking? 8 MS.LUTZ:

9 MS.LUTZ: 9 A.lcouldcaculateit, yes.

10 A.Yes 10 MR. O'BRIEN:

11 MR. O'BRIEN: 11 Q. Okay. Couldyou dothat for thetwo test
12 Q. Andthat’sfor 2015. Can you do the same for 12 years?

13 2014? 13 MS.LUTZ:

14 MS.LUTZ: 14 A.Yes

15 A.Yes 15 MR. O'BRIEN:

16 MR. O'BRIEN: 16 Q. Okay.

17 Q.Okay. Because | think Mr. Rolph only 17 MS. GLYNN:

18 addressed 2015 in hisreport. Okay. 18 Q. Noted on the record.

19 MS. GLYNN: 19 MR. O'BRIEN:
20 Q. Noted on the record. 20 Q. Andthereisone other thing | wanted to ask
21 MR. O'BRIEN: 21 you, Ms. Lutz. Intermsof common services
22 Q.And Mr. Rolphalso indicated -- you didn’t 22 alocations, can you confirm that employees
23 mention this, but I'd like to get your 23 who provide common care servicesor shared
24 thoughts onit. Heindicated that it may be 24 services are all considered Hydro employees?
25 reasonable for Hydro to consider marking up 25 They’ re home based in Hydro?

Page 82 Page 84

1 intercompany charges to entities who had 1 MS.LUTZ:

2 private interests involved. 2 A.Canyou say it again?

3 MS.LUTZ: 3 MR. O'BRIEN:

4 A Yes 4 Q. That employees who provide the core shared
5 MR. O'BRIEN: 5 common services are Hydro based, are they?
6 Q. Areyou aware of that? 6 MS.LUTZ:

7 MS. LUTZ: 7 A.ljust want to clarify.

8 A.Yes 8 MR. O'BRIEN:

9 MR. O’'BRIEN: 9 Q. Yeah, okay.

10 Q. Anddo you have any comment on that? 10 MS. LUTZ:

11 MS.LUTZ: 11 A. The people who arein the administration fee?
12 A.Well, | was considering his testimony on that 12 MR. O’'BRIEN:

13 and what he had writtenin hisreport and in 13 Q. Yeah

14 termsof the entities that Hydro transacts 14 MS. LUTZ:

15 with are any Nalcor line is 100 percent owned 15  A. There' stwo main ways that shared services are
16 by Nalcor. It'snot athird party. 16 costed.

17 MR. O'BRIEN: 17 MR. O'BRIEN:

18 Q. Okay. So even though it might be areasonable 18 Q. Okay.

19 suggestion, it’s not a practical one, | guess, 19 MS. LUTZ:

20 in that there’ s no situation where Hydro would 20 A.Oneis through labour rechargeswhichis a
21 transact with an entity with a private 21 direct method.

22 interest? 22 MR. O'BRIEN:

23 MS.LUTZ: 23 Q. Whichisadirect method, yes.

24 A.Wadll, at thispoint in time. 24 MS.LUTZ:

25 MR. O'BRIEN: 25  A. And the other way isthe admin fee. At this
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1 point in time, everyone isbased in Hydro, 1 the employees that you' re allocating the cost
2 yes. 2 from so you wouldn’t actually include them in
3 MR. O'BRIEN: 3 Nalcor or Hydro. Isthat right?
4 Q.Okay. Sothe admin fee method, they’'reall -- 4 MS.LUTZ:
5 that method is based in Hydro, those employees 5 A.Youremovethem from the allocation base.
6 are home based? 6 MR. O'BRIEN:
7 MS.LUTZ: 7 Q. Fromtheallocation, okay. And let’s scroll
8 A. For the 2015 test year, yes. 8 downto thetablehere. So weseein the
9 MR. O'BRIEN: 9 first scenario where all arein Hydro, there's
10 Q. Yeah, okay. Andintermsof -- would it make 10 a8.9 million dollar common service cost to
11 adifference, in termsof the bottom line 11 Hydro out of thetotal of 14.6. Is that
12 costs payable to Hydro if those employees were 12 right? Andif you moved those employees and
13 home based in Nalcor? 13 rather than just have them Hydro home based,
14 MS. LUTZ: 14 you had them Nalcor home based, there's a
15 A.We had -- there was a request from 15 900,000 -- almost a $900,000 difference. Is
16 Newfoundland Power with different scenarios. 16 that fair?
17 MR. O'BRIEN: 17 MS.LUTZ:
18 Q. Yeah,and | wantto takeyou through that. 18 A. That’scorrect.
19 Maybe we can bring that up. 19 MR. O’'BRIEN:
20 MS.LUTZ: 20 Q. Okay. And sothat $900,000 difference would
21 A. Sure. | think it'sNP-20 - 21 be 900,000 not required to be paid by rate
22 MR. O'BRIEN: 22 payers of Hydro?
23 Q. NP-204,yeah. And there was three scenarios 23 MS.LUTZ:
24 there, | think, and thisisout of the 2013 24  A.That's correct.
25 testyear. | don't think it's updated for 25 MR. O'BRIEN:
Page 86 Page 88
1 2014 and ' 15. Isthat correct? 1 Q. Andif you did the third option where you just
2 MS. LUTZ: 2 removed the employees themselves from the
3 A ldon'tthinkitis. 3 alocation, you got something in between here,
4 MR. O'BRIEN: 4 but there' s still a savings for Hydro?
5 Q. No, okay. But there are three scenarios asked 5 MS.LUTZ:
6 to be calculated here and that’s the shared 6 A.That'scorrect.
7 services costs, scenario one, the 2013 test 7 MR. O'BRIEN:
8 year, that’swhere all of the employees are 8 Q. Can you tell me why Hydro wouldn’'t have
9 home based in Hydro, correct? 9 considered -- why it was important to have
10 (10:30 am.) 10 those home based -- those empl oyees home based
11 MS.LUTZ: 11 into Hydro, why it made that much of a
12 A.Yes, the way it was -- the way the 12 difference?
13 calculations were done. 13 MS.LUTZ:
14 MR. O’'BRIEN: 14  A.Why it madethat much difference to the
15 Q. Theway itisnow. 15 cdculation?
16 MS.LUTZ: 16 MR. O’'BRIEN:
17 A.Right. 17 Q. Why you would do it that way?
18 MR. O’'BRIEN: 18 MS. LUTZ:
19 Q. And we see scenario two is 2013 test year and 19 A.Waéll, asyou can see, there are a number of
20 that’sif all them were home based in Nalcor? 20 ways. Eveninthisparticular RFI, there's --
21 MS.LUTZ: 21 thisisthree different ways that you could do
22 A.That'sright. 22 the admin fee. You could also apportion out
23 MR. O'BRIEN: 23 the people, similar towhat Mr. Rolph had
24 Q.Okay. And thenthethird oneis ascenario 24 suggested.
25 whereby you would, in your allocation, remove 25 MR. O'BRIEN:
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1 Q. Right. 1 Hydro or oil and gasor whatever, and the
2 MS. LUTZ: 2 people who were in these business unitslike
3 A. Sothereareanumber of ways that it could be 3 could be somebody on the help deskinthels
4 done. We just happen to have chosen the first 4 department, they’ re answering calls for many
5 method in scenario one and as | mentioned, we 5 different people. Soit’'s-- the nature of
6 had an independent review done aswell to 6 their work doesn’t lend itself to being able
7 assess, you know, what process we were using 7 to track their timeindividually. That’swhy
8 andisit reasonable andinline with other 8 they’re in admin fee business unit.
9 utilities and the answer was yes that it was, 9 MR. O'BRIEN:
10 and similarly, when Mr. Rolph reviewed the 10 Q. lunderstand the difference between the two
11 processthat we used, healso acknowledged 11 sets. | guessif you're talking about someone
12 that our process was reasonable. 12 at an s desk or a help desk, what doesit
13 MR. O'BRIEN: 13 matter if they have an orange Nalcor hat on or
14 Q. Now that'safter the fact, | guess. My 14 ablue Hydro hat on?
15 question to you now isdid Hydro consider, 15 MS. LUTZ:
16 when they were making the determination to 16 A.Well, | guessthey had ablue Hydro hat on.
17 have these employees either Hydro home based 17 MR. O'BRIEN:
18 or Nalcor home based, which would be most cost |18 Q. At thetime?
19 effective for the regulated utility? 19 MS. LUTZ:
20 MS.LUTZ: 20 A.Atthetime, yeah.
21 A.Wdll, we -- the employees who provide the 21 MR. O'BRIEN:
22 service are in Hydro, so we -- that’s where we 22 Q. Yeah, and I’'m just wondering why that wasn’t
23 counted them. So we didn’t sit down and -- if 23 considered as a possible cost savings.
24 that’ s what you' re asking. 24 MS.LUTZ:
25 MR. O'BRIEN: 25 A.Wedidn't consider it. We didn't look at it
Page 90 Page 92
1 Q. Yeah 1 that way when we set up this process. And
2 MS.LUTZ: 2 then we did continue on to find -- to have it
3 A Didwesit downand say if | movethem here, 3 independently assessed whether or not the
4 if I move them there? 4 process that we used was reasonable and the
5 MR. O'BRIEN: 5 result was yes, it is reasonable.
6 Q. Right. 6 MR. O'BRIEN:
7 MS. LUTZ: 7 Q. And just before | conclude, | just had a
8 A.No, wedid not. 8 couple of questions. | wanted to return to
9 MR. O'BRIEN: 9 the 2015 cost recovery application. Just on
10 Q. Because there were other areas where you, back 10 that, some clarification, and we did discuss
11 in 2008, considered well thisis where we can 11 thisalittle bit today, but with respect to
12 make some changes and save some -- potentially |12 the five million dollar adjustment, in terms
13 have a cost savings for Hydro and you had some |13 of the capital assets for that particular
14 24 employees moved out. But this particular 14 year, and that includesthe Holyrood cTand
15 scenario wasn't considered? 15 other -- does that include other projects as
16 MS.LUTZ: 16 well for 2015?
17 A.No, and | don’t think those two situations are 17 MS. RUSSELL:
18 exactly the same because those people who 18 A.Yes
19 moved were people who are not, by definition, 19 MR. O’'BRIEN:
20 inabusiness unit that lendsitself to the 20 Q.And can you confirm just like you had
21 administration fee because they’'re able to 21 indicated earlier, Ms. Lutz, you can confirm
22 track their time and charge their hoursto the 22 about 2014, what projects. Canyou do the
23 work activity. Sothe people who moved were 23 same confirmation asto what projects were
24 the ones who were going to charge their time 24 included in that 5.1 million, interms of
25 and share it among the linesof business, 25 revenue?
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1 MS.LUTZ: 1 at the end of 2014.
2 A.Yes 2 MR. O'BRIEN:
3 MR. O'BRIEN: 3 Q. Okay, and thefact that it’snot in service,
4 Q. Okay. 4 why didn't you anticipate taking it out of
5 MS. GLYNN: 5 serviceor takingit out of therate base
6 Q. Noted on the record. 6 because it wasn't in service?
7 MR. O'BRIEN: 7 MS.LUTZ:
8 Q. Now, and Ms. Russell, you did indicate that 8  A. By thetime -- the application had been filed
9 for 2016 then, and | guessto backtrack, the 9 by the time that we knew it wasn't going to be
10 idea here iswith respect to the CT that it's 10 in service.
11 aready included in therate base now for 11 MR. O'BRIEN:
12 2015, correct? 12 Q. Or making an amendment when you knew it wasn't
13 MS. RUSSELL: 13 in serviceto therate base? Why didn’t you
14  A.lt'sdready inthe - 14 consider that?
15 MR. O'BRIEN: 15 MS. RUSSELL:
16 Q. It'sincluded intherate base calculations 16 A.Sowehadit--itwasin the-- when we did
17 for 2015? 17 the amendment, it was in there because at the
18 MS. RUSSELL: 18 time, we anticipated it was goingto bein
19 A.Yes. 19 serviceat theend of 2014. And thenit's
20 MR. O'BRIEN: 20 since been in 2015 before it came into
21 Q. And with the cost deferral application, what’s 21 service. So again, it goes back to just the
22 your -- in order to deal with that, you are 22 timing of where we are in this hearing and
23 suggesting an adjustment of the - 23 typically atest year is done on the forecast
24 MS. RUSSELL: 24 basis and just because we are dealing with a
25  A. Correct. 25 2015 cost deferral on that, so for 2015
Page 94 Page 96
1 MR. O'BRIEN: 1 specificaly, separate from setting rates
2 Q.-of the5.1million that'scT related and 2 going forward. So we put forward the
3 other project related, but that’sincluded in 3 adjustment to just 2015, but that it should be
4 the 5.1 million? 4 included in the 2016.
5 MS, RUSSELL: 5 MR. O'BRIEN:
6 A. Correct, just for the 2015 cost deferral. 6 Q. Soif you'reincludingit inthe 2016 test
7 MR. O'BRIEN: 7 year, | just want to be certainin terms of
8 Q. Just for the 2015. What' s the normal approach 8 it'sincluded in the revenue -- sorry, in the
9 to calculating a rate basefor a test year? 9 rate base for 2016, but you’ re not providing -
10 Would you normally includein that rate base 10 - why wouldn’t you provide costsfor 2016 in
11 something that’'s not used and useable at the 11 therest of therevenue-- sorry, rate base
12 beginning of the year or expected to used and 12 and revenue requirement for 2016 asif it'sa
13 useable at the beginning of theyear? How 13 test year?
14 would you normally calculate that rate base 14 MS. RUSSELL:
15 for atest year? 15  A.I’mnot sure | understand your question.
16 MS.LUTZ: 16 MR. O'BRIEN:
17 A. Could you say that again? 17 Q. Waell, thisis just one -- you're asking now
18 MR. O’'BRIEN: 18 really for one adjustment to the 2016 year.
19 Q. Sofor the 2015 test year, for any test year, 19 MS. RUSSELL:
20 would you normally includein that test year 20 A.Tothe?2015.
21 in the rate base an asset that’ s not used and 21 MR. O'BRIEN:
22 useable at the beginning of the year? 22 Q. Wadll, to the 2016 really because you're saying
23 MS.LUTZ: 23 it'sgoingtobein -
24 A.At the time that we prepared it, we 24 MS. RUSSELL:
25 anticipated that it would have been in service 25  A.We'resaying that it'sin the 2015 test year,
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1 so we're putting forward the 2015 test year as 1 understanding is yes, you would be accounting
2 the test year. We're not asking for any 2 for that in 20186.
3 adjustments like - 3 MR. O'BRIEN:
4 MR. O'BRIEN: 4 Q.Doitdl inoneyear. Would there be any
5 Q. Butareyou taking it out with that adjustment 5 benefit to not having 100 percent recovery in
6 of the5.1? 6 the 2015 and having alower -- and then if you
7 MS. RUSSELL: 7 had to adjust in 2016, does that benefit Hydro
8 A.Wereonly takingit out of the 2015 cost 8 at al? Would there be alower adjustment in
9 deferral. Theratesthat -- the test year as 9 20167
10 we've done, as we've gone through this 10 MR. PELLEY:
11 hearing, includes that amount. So we're not 11 A.I'mnot surel follow.
12 recommending any different adjustment to 2016. |12 MR. O'BRIEN:
13 It'sthe test year aswe've - 13 Q. If there's not 100 percent recovery, let's
14 MR. O'BRIEN: 14 assume that’ s the case -
15 Q. It'sjust for thecost deferral that you're 15 MR. PELLEY:
16 recommending an adjustment? 16 A Sure
17 MS. RUSSELL: 17 MR. O'BRIEN:
18  A. Correct, yeah. Thereisno adjust -- yeah. 18 Q.- for the 2015. You've already booked 2014 at
19 MR. O’'BRIEN: 19 100 percent recovery for the 2014 revenue
20 Q.Okay. Andyou'renot intending to put forth 20 requirement. For 2015, if you didn’t book 100
21 any further - 21 and say you booked 70 or 50 or whatever, one
22 MS. RUSSELL: 22 of those figures that we had in the table you
23 A.No. 23 provided, if we booked one at a lower
24 MR. O'BRIEN: 24 percentage, all right, and you actually got an
25 Q.- costsfor 2016 to assessit? 25 order that gave you that lower percentage, you
Page 98 Page 100
1 MS. RUSSELL: 1 wouldn’t have to book a loss then in 2016,
2 A .Toassessthe5- 2 would you?
3 MR. O'BRIEN: 3 MR. PELLEY:
4 Q. Theratebase and -- | mean, you're not doing 4 A.No.
5 a 2016 test year? 5 MR. O'BRIEN:
6 MS. RUSSELL: 6 Q. Okay. Would there be abenefitto doing it
7 A.No, not anticipating, no. 7 that way over another or the way you're
8 MR. O'BRIEN: 8 proposing?
9 Q. And | wonder, there' s one further question for 9 MS. RUSSELL:
10 you, Mr. Pelley. | think you had indicated, 10 A.No.
11 and | guessfor the panel, you had indicated 11 MR. O'BRIEN:
12 in terms of the accounting assessment of the 12 Q. And why isthat?
13 cost deferral -- | guess how you would account 13 MS. RUSSELL:
14 forin 2016 if there were -- if there were 14  A.Hydro feels-- Hydro hasput forward the
15 disallowances for the 2015 cost recovery and 15 amount that it feelsis reasonable to earn a
16 2014 cost recovery, you would account for them 16 returnin 2015, which isthe cost deferral
17 in 2016. Isthat right, completely in 20167 17 application and it is not recommending any
18 MR. PELLEY: 18 adjustmentsto that. It would earn below the
19  A. That would be correct, yes. If aruling was 19 return, the rate of return on rate base if you
20 to comein 2016 on both the 2014 -- proposed 20 did that for 2015.
21 2014 deferrals and the 2015 deferrals. 21 MR. O'BRIEN:
22 MR. O'BRIEN: 22 Q. No, | understand what you’ re saying.
23 Q. Okay. 23 MS. RUSSELL:
24 MR. PELLEY: 24 A.Yesh.
25 A.Subject to me confirming that, my 25 MR. O'BRIEN:
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1 Q. And | understand the premise behind the 1 that amount in.
2 application, but | guessmy point isthat if 2 JOHNSON, Q.C.:
3 you book 100 percent and ultimately the order 3 Q. Butthat’sabnormal, isn't it, from the point
4 only givesyou 70, you have to book the loss 4 of view of how regulation is supposed to work?
5 thenin 2016. Why not book 70 now and not 5 Y ou' re supposed to end up with -- at the end
6 have to book that |0ss? 6 of 2014, you ask what’sused and useful and
7 MS. RUSSELL: 7 then that starts an opening balance for 2015?
8 A. Because we're putting forward the 100 percent 8 Isn't that how it’s supposed to operate?
9 to earn thereasonable return in 2015. So 9 MS. RUSSELL:
10 Hydro feels that’ s the right number for 2015. 10 A. Correct. Wewould do that when the -- at the
11 MR. O'BRIEN: 11 end of the year, you would do your rate base.
12 Q. Okay. So there'sno assessment of whether or 12 JOHNSON, Q.C.:
13 not there’sarisk of having to book lossin 13 Q. At the end of the year, yes, but we're
14 20167 14 departing from anormal rule here, aren’t we?
15 MS. RUSSELL: 15 Is Hydro looking to depart from a normal rule
16  A. No, wewould -- once we had a Board order, we 16 asto what's counted in rate base for 2015 in
17 would determine whatever the Board order and 17 relation to thisCT?
18 we would, at that point in time, when we had 18 MS. LUTZ:
19 the Board order, make any adjustments. 19 A.ldon't--1 think in terms of the test year,
20 MR. O'BRIEN: 20 we followed normal practice. It just so
21 Q. Okay. | don't have any further questions for 21 happened that we filed 2014 test year and 2015
22 this panel. 22 test year at the same time. So we had to make
23 CHAIRMAN: 23 some assumptions and one of those assumptions
24 Q. Mr. Johnson. 24 was that the cT would have been in service at
25 CROSS-EXAMINATION BY THOMAS JOHNSON, Q.C. 25 the end of December. So we included that in
Page 102 Page 104
1 JOHNSON, Q.C.: 1 our rate base for the full year for 2015. So,
2 Q. Thank you, Mr. Chairman. Panel, just to 2 the only exception | could think hereisfor
3 follow up on that discussion you were having 3 the purpose of the cost deferral application
4 with my friend, Mr. O’'Brien. | wasn't surel 4 the 2015 cost number has been adjusted for the
5 got the answer to the question. Mr. O’Brien 5 fact that the cT had not been in service for
6 said look, the cT was not in fact in service, 6 al of 2014 -- sorry, for al of 2015.
7 was not in fact used and useful at the 7 JOHNSON, Q.C.:
8 beginning of 2015, right? And he said what’s 8 Q. Sowhenyou filed the amended application in
9 the normal approach as to whether it would be 9 November of 2014, had you known then that it
10 included in rate base, and then what | heard 10 wouldn’t have been in service at the end of
11 was -- | don’'t know if | got an answer to that 11 the year, would your application have been any
12 question because what | heard was "well, it 12 different?
13 was anticipated when we were filing the 13 MS. RUSSELL:
14 amended application that it was going to bein 14 A.Would it have been different?
15 rate base" and | understand that, and then it 15 MS.LUTZ:
16 didn't end up being used and useful, but 16 A.InNovember?
17 what’sthe answer tothe question of what 17 JOHNSON, Q.C.:
18 would be the normal approach? 18 Q. Yeah.
19 MS. RUSSELL: 19 MS.LUTZ:
20 A.For 2015? 20  A. | think we had some testimony earlier from Mr.
21 JOHNSON, Q.C.: 21 Henderson as well about the time that it takes
22 Q. Yeah. 22 to prepare the application. So we had already
23 MS. RUSSELL: 23 had the application in process at that point
24 A. S0 2015, we would put forward our test year 24 intime.
25 number which hasit in and then we would leave 25 JOHNSON, Q.C.:
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1 Q.| guess what I'm asking thoughis when the 1 responsibility for finance for Hydro, doesn’t

2 application was getting screwed together for 2 he?

3 filing in November, had Hydro known that this 3 MS. RUSSELL:

4 CT isnot going to be in service at the end of 4 A. Hehasresponsibility for the finance for all

5 2014, would you have looked for another 5 of Nalcor and my accountability would be

6 regulatory treatment of the CT in 2015? 6 dealing specifically with the Hydro piece of

7 (10:45am.) 7 that.

8 MS, RUSSELL: 8 JOHNSON, Q.C.:

9 A. Atthetime wedid that, we would have been 9 Q. Okay. And what level of interaction did you
10 under -- we would have assumed we would have |10 have with Mr. Sturge when you came into the
11 had an order and that rates would have been in 11 role in 2014 inyour role asthe genera
12 place sometime during 2015. So then, no, we 12 manager?

13 wouldn’'t. The differences hereisthat rates 13 MS. RUSSELL:
14 are inplace will startin 2016. So we 14  A.Sowhen| first cameinto therole, every --
15 believe they should be recovered. 15 and since then and every week since then,
16 JOHNSON, Q.C.: 16 every Monday we'll get together and discuss,
17 Q. Okay. Just start off then, Ms. Russell, you 17 go through any potential -- any issues,
18 indicated that you started inyour current 18 updates on things for Hydro we'll go through
19 position in the beginning of 2014, in January? 19 and then throughout, if there’ s any particular
20 MS. RUSSELL: 20 things that would be discussed or updates |
21 A.Yes. 21 would give him with respect to Hydro issues,
22 JOHNSON, Q.C.: 22 that could happen in separate meetings. So
23 Q.And | take itup until the very recent 23 he'svery availableand wedo go back and
24 appointment of Mr. Maclsaac as president of 24 forth on Hydro issues.
25 Hydro, you would have reported -- to whom you |25 JOHNSON, Q.C.:

Page 106 Page 108

1 now report in this new role as president, but 1 Q. Soyou meet with Mr. Sturge every Monday?

2 up until that, you reported to the Vice- 2 MS. RUSSELL:

3 President of Finance and CFO, Mr. Sturge? |Is 3 A.Yes, but more than just Monday.

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

5 MS, RUSSELL: 5 Q. Yes

6 A.Yes 6 MS, RUSSELL:

7 JOHNSON, Q.C.: 7  A.LikeMonday isthe set meeting, but throughout

8 Q.Okay. And Mr. Sturge has beenthe Vice- 8 the week, | probably talk to Mr. Sturge every

9 President of Finance and cFo for a number of 9 day.

10 years| takeit? 10 JOHNSON, Q.C.:

11 MS. RUSSELL: 11 Q. Right, and these scheduled meetings on Monday,
12 A Yes 12 who -- and I’m referring now to the scheduled
13 JOHNSON, Q.C.: 13 ones.

14 Q And why isn't he testifying in this 14 MS. RUSSELL:

15 proceeding, given he'sthe top of the food 15 A.Yes

16 chain in terms of finance and CFO? 16 JOHNSON, Q.C.:

17 MS. RUSSELL: 17 Q. Who sitsin on those?

18 A.Well, | believethat when welooked at the 18 MS. RUSSELL:

19 issues for this GRA, my accountability isfor 19 A.Well, hewould have al his direct reports.

20 the finance and regulatory roles for Hydro and 20 JOHNSON, Q.C.:

21 when we were going through the witnessligt, 21 Q. Okay. Andwho would they be?

22 this panel would be able to answer the 22 MS. RUSSELL:

23 questions on that. 23 A. It would be the general manager of finance for
24 JOHNSON, Q.C.: 24 Nalcor, the general manager of finance for the
25 Q. Butyou reportto himand he has ultimate 25 Lower Churchill Project, and the general
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1 manager of commercial and other treasury and 1 the regulatory applications we would discuss.

2 that individual. 2 JOHNSON, Q.C.:

3 JOHNSON, Q.C.: 3 Q. Okay. Andl take it Mr. Sturge doesn't --

4 Q. So how many peoplein all at these meetings? 4 he’snot a member of the Hydro leadership

5 MS. RUSSELL: 5 team?

6 A. Therewould be fivein total, four plusMr. 6 MS. RUSSELL:

7 Sturge. 7 A.No.

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

9 Q. Okay. How long do these meetingstypically 9 Q. Yourehisdesignate in sittingin on those

10 last? 10 meetings?  Would that be a fair

11 MS. RUSSELL: 11 characterization?

12 A.They'rejust an hour. 12 MS. RUSSELL:

13 JOHNSON, Q.C.: 13 A. That would befair, yes.

14 Q. Onehour? 14 JOHNSON, Q.C.:

15 MS. RUSSELL: 15 Q.Okay. And so how often are these Hydro
16 A Yes 16 leadership meetings?

17 JOHNSON, Q.C.: 17 MS. RUSSELL:

18 Q. And they're not al dedicated to Hydro 18 A. The Hydro leadership meetings are once a
19 obviously? 19 month.
20 MS. RUSSELL: 20 JOHNSON, Q.C.:
21 A.No, they’'re not all dedicated to Hydro, but | 21 Q. They're once a month?
22 would say that in most of the meetings, Hydro 22 MS. RUSSELL:
23 takes up alot of the time. 23 A. Correct.
24 JOHNSON, Q.C.: 24 JOHNSON, Q.C.:
25 Q.Andsowhat sort of issuesget discussed at 25 Q. Okay. And how long do these last?

Page 110 Page 112

1 these regular meetings? 1 MS. RUSSELL:

2 MS. RUSSELL: 2 A.They last upwards of four hours.

3 A.Sowe give-- | would provide him with an 3 JOHNSON, Q.C.:

4 update asto what are al the itemsthat the 4 Q.Okay. Isthereaset day inthe month, last

5 groups, the finance, regulatory and supply 5 Wednesday of the month or something like that?
6 chain, the updates on what those groups are 6 MS. RUSSELL:

7 working on, what the future -- what the 7 A ltisasetday of the month, usually around

8 upcoming items are of importance to talk 8 the middle of the month.

9 about, and any issues, and if | need to, | 9 JOHNSON, Q.C.:

10 will bring to him and then usualy any 10 Q. Okay. And so you attend, you provide areport
11 particular issues that require more than just 11 then from your group at that meeting, do you?
12 the update, because it’s only an hour meeting, 12 MS. RUSSELL:

13 | would indicate to him that we' d have to talk 13 A. Correct.

14 about it after the meeting separately, just 14 JOHNSON, Q.C.:

15 him and I, about it. 15 Q.Okay. And then what's the reporting

16 JOHNSON, Q.C.: 16 afterwards back to Mr. Sturge following the
17 Q. What would bean exampleof anissue that 17 Hydro |eadership meetings?

18 you' d have to bring to him for some - 18 MS. RUSSELL:

19 MS. RUSSELL: 19 A. Well, hewould be aware -- anything that | was
20 A. Separately? 20 bringing forward, he would already be aware of
21 JOHNSON, Q.C.: 21 those things because we would talk on a
22 Q.Yeah 22 regular basis, as would Mr. Henderson, because
23 MS. RUSSELL: 23 | would have informed him of the itemsthat |
24 A.Wewould talk about the GRA. We would talk 24 was bringing forward. So anything that I'm
25 about cost deferral applications. Alot of 25 bringing forward in that meeting, Mr.
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1 Henderson, who isin there, would already be 1 this position, you indicate that wasa new
2 aware of those items and it would be for more 2 position?
3 the information of the rest of the members of 3 MS RUSSELL:
4 the Hydro leadership team. 4 A Correct.
5 JOHNSON, Q.C.: 5 JOHNSON, Q.C.:
6 Q.| see. Now you indicated that you dual 6 Q. And so who was having the -- who was
7 report. 7 performing the equivalent role that you
8 MS. RUSSELL: 8 started performing before that?
9 A. Correct. 9 MS. RUSSELL:
10 JOHNSON, Q.C.: 10  A. So before that, there was a general manager of
11 Q. Soin addition to reporting to Mr. Sturge, you 11 finance and corporate services, that role, and
12 reported to Mr. Henderson when he was in that 12 that role took in Hydro as well, and then
13 role? 13 there was also amanager -- and that person
14 MS. RUSSELL: 14 reported to Mr. Sturge.
15 A.Yes 15 JOHNSON, Q.C.:
16 JOHNSON, Q.C.: 16 Q. Okay.
17 Q. And how isthe reporting different in terms of 17 MS. RUSSELL:
18 the issues that are dealt with with Mr. 18  A. Andthen therewas also the manager of rates
19 Henderson versus Mr. Sturge? 19 and regulatory at that point in time, prior to
20 MS. RUSSELL: 20 me, would have reported directly to Mr.
21 A.A ot of theissues are the same. Theissues 21 Sturge. So those people would have been -- he
22 that impact Hydro impact both Mr. Sturge and 22 would have been directly involved with those
23 Mr. Henderson, so we would talk about alot of 23 people.
24 the same issues, but | would go into probably 24 JOHNSON, Q.C.:
25 more detail with Mr. Henderson with respect to 25 Q. Sowho are these individuals?
Page 114 Page 116
1 coststhat Hydro was incurring, if we were 1 MS. RUSSELL:
2 talking about specific costs. 2 A.Soprior tomy time, that personwas Kent
3 JOHNSON, Q.C.: 3 Legge. He' sno longer with Nalcor, but he was
4 Q.lsee | see Soin 2014 and 2015, would you 4 in that role. And then it would have been the
5 have spent around the same amount of time 5 manager of rates and regulatory who | believe
6 dealing with Mr. Sturge in the communications 6 at that time was Mr. Harris, Dave Harris.
7 and meetings with him? Were both of those 7 JOHNSON, Q.C.:
8 years pretty equivaent? 8 Q. Okay. Andintermsof the -- because there’s
9 MS. RUSSELL: 9 only 48 hours and 60 hours reported for 2012
10 A. |l would say yes. 10 and 2013, I’'m wondering would it be possible
11 JOHNSON, Q.C.: 11 to get the actual descriptions of what made up
12 Q. Okay. Now we saw yesterday in PUB, Revision 12 these charges in 2012 and 2013? Could you
13 5, PUB-228, Revision 5, that there was, you 13 undertake to provide those?
14 know, very few hoursthat are being charged by 14 MS. RUSSELL:
15 Mr. Sturge to Hydro, | mean, next to nothing. 15  A. To get the descriptions?
16 | mean, 2012, 48 -- I'm just taking from 2012, 16 JOHNSON, Q.C.:
17 48 hours. 2013, 60 hours. 2014, it steps up 17 Q. Yeah, of what actually -- how did we arrive at
18 to 300 and forecast 2015 is higher again. And 18 the 48 hours andthe 60?7 What was it
19 do you know how Mr. Sturge records histime? 19 comprised of?
20 Do you have any insight on that? 20 MS. RUSSELL:
21 MS. RUSSELL: 21 A. Okay.
22 A.I'm not awareof exactly how Mr. Sturge 22 JOHNSON, Q.C.:
23 records histime. 23 Q. Okay.
24 JOHNSON, Q.C.: 24 MS. GLYNN:
25 Q. So before you came along in January of 2014 in 25 Q. Noted on the record.
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1 JOHNSON, Q.C.:

Page 119
1 CHAIRMAN:

2 Q.Okay. Andin respect of 2014 and 2015, these 2 Q. So Mr. Johnson.
3 are -- aswe're seeing here, | takeit these 3 JOHNSON, Q.C.:
4 are forecasts? 4 Q. Thank you, sir. Sointerms of where we left
5 MS. RUSSELL: 5 off, you were talking about the actual hours
6 A.IntheRev5? 6 of the position of vP Finance and cro in 2014
7 JOHNSON, Q.C.: 7 and the actual hours, just for the record, at
8 Q.Yes 8 page 70 of the GT report, they’ re 258 hours.
9 MS. RUSSELL: 9 Of course, we don’'t have them for 2015. |
10 A.Yes 10 wonder could we have an undertaking to provide
11 JOHNSON, Q.C.: 1 what those actual hours are to date, if we
12 Q. Okay. And dowe know what the actualswere 12 could?
13 for 2014 and 2015 to date? 13 MS.LUTZ:
14 MS. RUSSELL: 14  A.| do have them here.
15 A. | think Ms. Lutz can - 15 JOHNSON, Q.C.:
16 MS.LUTZ: 16 Q. Youdo?
17 A.Yes, | do know that. 17 MS.LUTZ:
18 JOHNSON, Q.C.: 18 A.Yes
19 Q. Okay. 19 JOHNSON, Q.C.:
20 MS.LUTZ: 20 Q. Okay.
21 A.ljust need asecond. Sowas your question 21 MS.LUTZ:
22 with regards to 2014 actual ? 22 A. For Mr. Sturge, year to date, 113.5
23 JOHNSON, Q.C.: 23 JOHNSON, Q.C.:
24 Q. Yes, and 2015 once you get an opportunity. 24 Q. Pardon me?
25 MS.LUTZ: 25 MS.LUTZ:
Page 118 Page 120
1 A. Okay. Sothe 2014 actual was 32 -- sorry, it 1 A.1135
2 was 4,090 and that isdetailed in the Grant 2 JOHNSON, Q.C.:
3 Thornton report. 3 Q. 1135?
4 JOHNSON, Q.C.: 4 MS.LUTZ:
5 Q.4,090 hours? 5 A.Yeah.
6 MS.LUTZ: 6 JOHNSON, Q.C.:
7 A.Correct. Are youreferring to Mr. Sturge 7 Q. Andin terms of your interaction with Mr.
8 himself? 8 Sturge in 2015, Ms. Lutz, would you have
9 JOHNSON, Q.C.: 9 direct involvement with Mr. Sturge or would it
10 Q. I’'msorry, yes, Mr. -- I'mjust referring to 10 just be Ms. Russell?
11 VP of Finance and CFO. 11 MS.LUTZ:
12 MS.LUTZ: 12 A.Ms. Russdll. Could| correct what | -- | was
13 A.Oh, sorry. 13 looking in the wrong column, sorry.
14 CHAIRMAN: 14 JOHNSON, Q.C.:
15 Q. Stopped alot of people. 15 Q. Okay.
16 MS.LUTZ: 16 MS.LUTZ:
17 A.Okay, just let me-- it's in the Grant 17 A. For Mr. Sturge's hours, sorry, it's 161.5.
18 Thornton report as well. 18 JOHNSON, Q.C.:
19 JOHNSON, Q.C.: 19 Q. 161.5?
20 Q.We're closeenough to the break now, Mr. 20 MS.LUTZ:
21 Chairman, if we wanted. 21 A.Yes.
22 CHAIRMAN: 22 JOHNSON, Q.C.:
23 Q. Sure. 23 Q.Okay. Andwouldit be--2015, would that
24 (BREAK - 10:57 am.) 24 have been a particularly busy year, Ms.
25 (RESUME - 11:35a.m.) 25 Russdll, in terms of your interactions with
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1 Mr. Sturge? 1 and revenue deficiency recovery. And so, do |
2 MS RUSSELL: 2 understand, | mean, we're not -- we don’'t see
3 A Wdl, as | said, from ’14 and 15, they've 3 operation, operating costs under your bullets
4 been the samelevel of interaction for me. 4 and do | understand from the discussion that
5 Likel wouldn’t -- since I've been in this 5 you've been havingwith Mr. O’'Brien that
6 role, it’s been the same amount of interaction 6 you're not the panel -- if the Board is
7 for me with Mr. Sturge. 7 looking for the reasonableness of Hydro's
8 JOHNSON, Q.C.: 8 operating costs, you' re not the panel to look
9 Q. Soyou'd both -- you'd characterize both years 9 to? That was the responsibility of Mr.
10 asfairly busy? 10 Henderson’ s panel, wasit?
11 MS. RUSSELL: 11 MS. RUSSELL:
12 A. They've been busy years, yes. 12 A. Correct, the operating -- most of those
13 JOHNSON, Q.C.: 13 discussions would have been in Section 2.4 of
14 Q. Okay, okay. Andisany of it outageinquiry 14 Section 2 of the evidence.
15 related or, you know, what’'s been making it 15 JOHNSON, Q.C.:
16 busy specifically, if you could provideusa 16 Q. Right, okay.
17 flavour for that? 17 MS. RUSSELL:
18 MS. RUSSELL: 18  A. Which was the operations.
19 A Primarily the issues that | would be 19 JOHNSON, Q.C.:
20 discussing with Mr. Sturge would be GRA 20 Q. Yes, okay. And you talked about your roleis
21 related items, the amended application, 21 sort of to bring information together?
22 interim rates, those -- Hydro’s financial 22 MS. RUSSELL:
23 results, quarterly financial results, budgets, 23 A. Correct.
24 that type of thing. 24 JOHNSON, Q.C.:
25 JOHNSON, Q.C.: 25 Q. And then somebody else approvesit?
Page 122 Page 124
1 Q. Soinanon-GRA year, your expectation would 1 MS. RUSSELL:
2 be that there' d be less need for interaction 2 A.Webring information together. We facilitate
3 with Mr. Sturge? Would that be right? 3 the discussions. We do, you know, bring --
4 MS. RUSSELL: 4 look at the variances, provide those, but at
5 A.Wadl, I think now just dueto the changein 5 theend of the day when it comes tois a
6 the reporting structure now. 6 certain expenditure going to get spent,
7 JOHNSON, Q.C.: 7 anything above say budgets, that would be Mr.
8 Q. Right. 8 Henderson’'s call.
9 MS. RUSSELL: 9 JOHNSON, Q.C.:
10 A.Likewhere Mr. Maclsaacis thereand | don't 10 Q. Right, okay. Let mejust turn to PUB-NLH-229
11 report to Mr. Sturge any more, so with respect 11 for a moment, Attachment 1, page 3 of 19.
12 to Mr. Sturge, that may change, but even with 12 Thisisa -- there’sa position description
13 Mr. Maclsaac, there are still things | would 13 here. Now this isthe general manager of
14 still discuss with Mr. Sturge as CFoO. 14 finance and corporate services. So thisis
15 JOHNSON, Q.C.: 15 not how you’ re described any more, right?
16 Q.lsee. Soifl couldjust direct the panel to 16 MS. RUSSELL:
17 the August 28th, 2015 GRA witness and topic 17 A. That’snot my position and this, even for Mr.
18 list for amoment? | was staring at my dead 18 Sturge's, this would be an older job
19 screen. Anyway, sorry about that. So we see 19 description now because it would have been
20 under the Finance Panel, the three of you, and 20 before some of the restructuring he did.
21 we see | guess the seven bullet points: 21 JOHNSON, Q.C.:
22 calculation of rate base, return on rate base, 22 Q.| see. Sointermsof some of thelineitems
23 debt guarantee fee, deferral account 23 here for this position, are any of these till
24 proposals, five-year plan, GRA regulatory 24 your responsibilities, intermsof external
25 costs, intercompany transactions methodol ogy 25 and internal financial reporting? Would that
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1 be yours? 1 through like the Hydro -- Mr. Henderson and -
2 MS RUSSELL: 2 JOHNSON, Q.C.:

3 A.Yes s0 | dohave --we will --1 think 3 Q. Okay. Is there anyone tasked in your

4 there's an undertaking for my job description. 4 department, I'm calling it your department,

5 JOHNSON, Q.C.: 5 okay, finance, with any overall cost control

6 Q.Yes 6 responsibility in Hydro?

7 MS. RUSSELL: 7 MS. RUSSELL:

8 A.Just one moment, because | do have this here. 8 A.Notfor cost control for all of Hydro.

9 So my job description in here says the general 9 JOHNSON, Q.C.:

10 manager will ensure effective coordination and 10 Q. For any of Hydro?

11 interface with Nalcor corporate finance team 11 MS. RUSSELL:

12 with respect to financial reporting, 12 A.Wewould just belooking at -- we would have
13 budgeting, forecasting, treasury, cash 13 to look at likethe areas that our own

14 management, insurance, financial planning, 14 departments.

15 information system, so some of those things 15 JOHNSON, Q.C.:

16 would - 16 Q.Yes.

17 JOHNSON, Q.C.: 17 MS. RUSSELL:

18 Q.lsee. This--there's alineitem inthe 18 A.But other than that, every manager is

19 previous position about business unit 19 responsible for the budget and explaining any
20 controllers and business unit support. That’s 20 variances.
21 not you? 21 JOHNSON, Q.C.:
22 MS, RUSSELL: 22 Q. Okay. Sotherewas discussion yesterday and
23 A.That's notin my current job description. 23 it pertained to the number of business units,
24 That particular lineisn’'tin my current job 24 and | takeit -- actually, beforel go there
25 description. 25 actually, | want to revisit something with Ms.

Page 126 Page 128

1 JOHNSON, Q.C.: 1 Lutz first, and that wasinrelation to Mr.

2 Q. Okay. Who looks after business unit 2 O'Brien was asking yesterday about therole
3 controllers now? 3 that the finance department played in

4 MS. RUSSELL: 4 analysing and justifying requests for new

5 A.That isnow under the general manager of 5 FTES, okay, and you indicated that the finance
6 finance for Nalcor. 6 department facilitates the presentation of the
7 JOHNSON, Q.C.: 7 information for the decision making and then
8 Q. Okay. 8 it was ultimately for Mr. Henderson to

9 MS. RUSSELL: 9 approve, right?

10 A. Thisposition was split into a general manager 10 MS. LUTZ:

11 of finance Hydro and a general manager of 11 A. That’scorrect.

12 finance for Nalcor, and | guess-- | can't -- 12 JOHNSON, Q.C.:

13 I’'m not sure what's inthat person’s job 13 Q. Andcan you explainthat facilitation role?
14 description, but that definitely would be what 14 What are we talking about here?

15 -- those positions report to him. 15 MS. LUTZ:

16 JOHNSON, Q.C.: 16 A.Yes lcan. Soif it'saparticular -- we

17 Q. Sowould that mean that business units from 17 have templates for budget presentations and
18 Hydro report to that individual? No? 18 one of the requirements in the template would
19 MS. RUSSELL: 19 be to outline your change in FTES, so by the
20 A.No. 20 number of FTES, which positions you' re looking
21 JOHNSON, Q.C.: 21 for and a rationale asto why, and also, we
22 Q. No, okay. 22 would look to the change in the salary costs
23 MS. RUSSELL: 23 and which piece is related to saary

24 A.No, business units like-- Hydro, al the 24 progression or the change due to the increase
25 costsfor Hydro, from a -- would report up 25 of FTEs. Sowe would helpto compile that
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1 information and that would be in the 1 again.

2 presentation for Mr. Henderson. 2 JOHNSON, Q.C.:

3 JOHNSON, Q.C.: 3 Q. And would someone from finance sit in on the

4 Q.Okay. Anddoes thefinance department, do 4 meetings wherethis is justified with Mr.

5 they -- do you folks vet thisinformation to 5 Henderson?

6 see if it meets a certain threshold of 6 MS, RUSSELL:

7 explanation or justification? 7 A.Sowewould sit in on the original -- we would

8 MS.LUTZ: 8 sitin on thefirst meeting when everyone

9 A Wdl,yes. Personadly, | try tounderstand 9 presents. If there was aparticular issue
10 what the request is and whether the rationale 10 with a particular area, say Holyrood or
11 isthere to support it, but ultimately it 11 something else, after that meeting, if there
12 would be Mr. Henderson who in alot of times, 12 were -- say Mr. Henderson had eight requests
13 particularly in the operations, he’smorein 13 for additional information, budget information
14 tune with the requirements and he's in a 14 or things he wanted from -- that weren’t in
15 better position to interpret the request and 15 that presentation, he may work offline with
16 he has dialogue with the managers in 16 that person without us, just to get to -- they
17 operations. 17 may work together just for him to understand
18 JOHNSON, Q.C.: 18 more the costs or if therewas a particular
19 Q. ls there any guidelines provided to the 19 area hewanted more understanding in. They
20 business units, et cetera, when they’re coming 20 may work likethat. But then, we usually --
21 forward with these requests to add additional 21 there’'sa final meeting for the budget and
22 FTESas to thetype of justification that 22 then we would get together and we would bein
23 would be required, thetype of explanation, 23 that meeting and we would probably see the
24 you know, whether there's alternatives to 24 outcome from that. But, more than likely they
25 adding FTES? Isthere any guidance provided 25 may work together on that.

Page 130 Page 132

1 in that regard? 1 JOHNSON, Q.C.:

2 MS. LUTZ: 2 Q. lsee okay. Sotheway it'sset up, | guess,

3 A Therewouldn’t be particular guidance, no, not 3 Mr. Henderson isthe onewho is, at the end of

4 from finance. 4 the day, testing the justification?

5 (11:45am.) 5 MS. RUSSELL:

6 MS. RUSSELL: 6 A.Heultimately istesting the justification of

7  A.But | would add to that that we would ask for 7 an FTE against whether or not it’srequired

8 thereto be justification for the number of 8 for the work plansthat were put forward and

9 FTEsand if therewereany reductions, like 9 hiswork planfor Hydro for the operations
10 offsets to those costs, like if you're adding 10 team, yes.
11 an FTE make sure you look at it to see did you 11 JOHNSON, Q.C.:
12 get any -- wasthere any -- isthere any 12 Q. Andif we could turn to Undertaking 51, which
13 potential savings in overtime or any other 13 dealswith FTE additions in 2014 and 20157
14 related O& M coststoincreasing an FTEOr is 14 And thiswas an undertaking asked by Ms.
15 it strictly due to increase inworkload. So 15 Greene, | believe, to provide abreakdown by
16 we would make -- wewould give them -- there 16 position of additional FTEsincluded in the
17 might not beformal guidance but Carol Ann 17 2014 test year and the 2015 test year, and |
18 does work with the business unit owners going 18 guess we see at the bottom here, the total net
19 through those well in advance of when the 19 FTE change in 2014, therewas 52.4. 2015
20 meeting is, and at the same time, in the 20 there was afurther 28. Isthat right? Am|
21 meetings, | have been in meetings where if Mr. 21 reading that properly?
22 Henderson didn’'t feel the justification was 22 MS.LUTZ:
23 adequate enough or he may have extra 23 A.l believe so, yes.
24 additional questions that he may want, then 24 JOHNSON, Q.C.:
25 they would go back and get that and come back 25 Q.Okay. And so | notice that one of the
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1 positions, if yougointo Table3, Table3 1 the position titles are exactly the same now,
2 givesthe FTE change from 2014 test year to 2 butit's aposition down inthe PETSgroup
3 2015 test year, home based, and | notice two 3 that helps -- the position has been recently
4 new positions under the engineering and 4 filled and it helps monitor the cost in
5 operations group, cost controller. Areyou 5 capital and accruals and things like that.
6 familiar with that position and what that 6 JOHNSON, Q.C.:
7 entails? 7 Q. Okay. Sothe secondone iscost control,
8 MS.LUTZ: 8 strictly capital ?
9 A.I’'mnotindetail, but | am familiar with the 9 MS.LUTZ:
10 position. 10 A.Yes, inthe project execution group.
11 JOHNSON, Q.C.: 11 JOHNSON, Q.C.:
12 Q. Okay. What can you tell usabout -- isit two 12 Q. Inproject execution, okay.
13 positions by the way? 13 MS. LUTZ:
14 MS.LUTZ: 14  A.Yeah
15 A.Yes, actually yes. Sothere's two separate 15 JOHNSON, Q.C.:
16 positions. One would have been a cost 16 Q.| wonder -- so you say that one was recently
17 controller for TRO, which is one of the larger 17 filled. The other one, Mr. Maye, when did he
18 areas of the operations division, and that 18 assume duties?
19 position would be accountable for the costs 19 MS. LUTZ:
20 control, both capital and operating, outin 20 A.l believeitwasinthefall.
21 TRO. So it’sasignificant portion of Hydro’'s 21 JOHNSON, Q.C.:
22 costs, so in terms of variance analysisthat | 22 Q.0Of?
23 received inthe financing office, | would 23 MS.LUTZ:
24 participate and get alot of information from 24  A.Thisyear.
25 that particular individual. So that’s anew 25 JOHNSON, Q.C.:
Page 134 Page 136
1 position. 1 Q. Of thisyear, okay.
2 JOHNSON, Q.C.: 2 MS.LUTZ:
3 Q. Sowhoisthat individual? 3 A.Yes
4 MS.LUTZ: 4 JOHNSON, Q.C.:
5 A.Theindividua’snameis Derrick Maye. 5 Q.| wonder if you could undertake to provide the
6 JOHNSON, Q.C.: 6 job descriptions or position descriptions for
7 Q. Pardon me? 7 these?
8 MS.LUTZ: 8 MS.LUTZ:
9 A. Derrick Maye. 9 A Yes
10 JOHNSON, Q.C.: 10 JOHNSON, Q.C.:
11 Q. Okay. And where does he work out of ? 11 Q. Okay.
12 MS.LUTZ: 12 MS. GLYNN:
13 A. Bishops. 13 Q. Noted on the record.
14 JOHNSON, Q.C.: 14 JOHNSON, Q.C.:
15 Q. Bishops. 15 Q. Okay. Toyour knowledge, and I'd ask the
16 MS.LUTZ: 16 panel more generaly, isthis thefirst time
17 A. Grand Falls -- no, Bishops. 17 that someone with a cost control designation
18 JOHNSON, Q.C.: 18 and focus has been placed within Hydro? |
19 Q. Okay. And the other position? 19 mean, they’ve got a-- they seem -- | take
20 MS.LUTZ: 20 your point that they’re referred to cost
21 A. The other position, from my understanding, is 21 controller and maybe that’ s not exactly their
22 acost controller, not -- certainly it's a 22 descriptionin their ultimate title, butis
23 different -- they both have the sametitle and 23 thisthe first timeyou can think of where
24 | don’t -- that may have been what they were 24 there was like a dedicated person on cost?
25 called in the budget ask and I’'m not sureif 25 MS. LUTZ:
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1 A.No, wehave -- in each region, we have a site 1 expected that there were some things out there
2 service administrator, a team lead site 2 that we could be looking atin terms of
3 services, and that particular individual is 3 benchmarking, to get a sense of labour
4 basically the person in the operations group 4 productivity.
5 that would -- they’re actually based inthe 5 And I'd just ask this panel, are any of
6 region and they would participate in variance 6 you aware of what measures are out thereto
7 analysis, compilation of budgets, forecasts, 7 assess Hydro’ s labour productivity?
8 that type of thing. 8 MS.LUTZ:
9 JOHNSON, Q.C.: 9 A.I'mnot.
10 Q. Yeah. And inthecase of the individual at 10 MS. RUSSELL:
11 the Bishop Falls operation, he would report to 11 A.l wouldn't be aware specificaly.
12 Mr. Moore, would he? 12 MR. PELLEY:
13 MS. LUTZ: 13 A. From my perspective, that’s outside my area.
14 A.Yes 14 JOHNSON, Q.C.:
15 JOHNSON, Q.C.: 15 Q. Okay. Soif therewasa request made say by
16 Q. Okay. And the other individual would probably 16 the person running operations, okay, that we
17 report to -- in PETS, would he have been on 17 need to have some insights into labour
18 the panel here previously? | forget his name 18 productivity, your department wouldn't be
19 now. 19 involved in that. Who would be tasked with
20 MS.LUTZ: 20 that?
21 A.Terry Gardiner. 21 MS. RUSSELL:
22 JOHNSON, Q.C.: 22 A.Onlabour productivity, I'm-- | can’t-- I'm
23 Q. Yeah. 23 not for sure. I’'m not sure if maybe the Vice
24 MS.LUTZ: 24 President of HR would be involved in some of
25  A.Yes, ultimately to Terry, | believe. 25 those discussions.
Page 138 Page 140
1 JOHNSON, Q.C.: 1 JOHNSON, Q.C.:
2 Q. Okay, okay. Soif you go back down through 2 Q. Okay. | aso discussed with Mr. Henderson on
3 this undertaking, if we could just start up to 3 that same date, afew pageslater, page 156
4 the top for a bit, you know, and -- come down 4 for the record, that | had pointed out to him,
5 alittle bit further, Ms. Gray, sorry. So 5 and of course, he was aware of the reference
6 here we see al of the various positions that 6 that the Public UtilitiesBoard back in 2001
7 have been added, the change from 2013 actua 7 in aGRA order, they had said that there was
8 to 2014 test year. So that takes up the first 8 an onus on Hydro to bring forward performance
9 part and they’re broken down by engineering 9 measures which -- and I’'m quoting -- "which
10 and operations and executive admin. So this 10 clearly demonstrate the efficiency of its
11 iswhere the Board could ook to to see what's 11 operations." Okay. And as afinance panel of
12 been added and where they’ ve been added. 12 Hydro, do you -- what type of -- do you have
13 Now | asked when on -- about labour 13 any knowledge of what typeof performance
14 productivity back on September 23rd. | asked 14 measures the Board should belookingto to
15 Mr. Henderson if he believed that Hydro had 15 have aninsight on the efficiency of Hydro's
16 good labour productivity and | just wanted to 16 operations? Would that be afair question for
17 put something to the panel for amoment, and 17 this panel?
18 I'll give you the background on it, and just 18 MS. RUSSELL:
19 for the record, | asked him that on page 153. 19 A . Wséll, wecould only speak to -- like we put
20 And heindicated that since he had been in the 20 forward the operating costsas oneof the
21 role and he had, of course, started that role 21 measures to follow. From the financia point
22 | think in April 2013, but since he had been 22 of view, we have spoken to the metrics or the
23 in that role, he had not done any benchmarking 23 things that we look at in finance, the
24 in that regard, and he told us that he wasn’t 24 operating, the net income, the cash flow.
25 sure what benchmarking was out there, but he 25 Those areas would be what we could, you know,
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Page 141
1 speak about.
2 JOHNSON, Q.C.:
3 Q. Yes okay. Sonothing outsideof theones

Page 143
1 MR. PELLEY:
2 A. Yeah, treasury Hydro and treasury Nalcor.
3 JOHNSON, Q.C.:

4 you’ ve addressed. 4 Q. Right. Andin terms of the number of business
5 MS. RUSSELL: 5 unitsin regulated Hydro, how many are we
6 A.Correct. 6 talking about?

7 JOHNSON, Q.C.: 7 MS. RUSSELL:

8 Q. Andagain, | guesssort of harkening back to 8 A.I'll referto Ms. Lutz.

9 some of the line of questioning that Mr. 9 MS.LUTZ:

10 O'Brien discussed with you yesterday, and | 10 A.ldon't havethe exact number, but there are

11 just wantto put it toyou, we've heard 11 quite a number.

12 evidence dready, as| think you're aware, 12 JOHNSON, Q.C.:

13 that salaries areup 43.3 percent on an 13 Q. Okay. I think there wassome reference to

14 inflation adjusted basisfrom ’07 to 2015. 14 nine or something yesterday in direct.

15 Operations and maintenance costs are up about 15 MS. LUTZ:

16 33 percent aboveinflation over that period. 16 A.Oh, that wouldn't -- that would be

17 Finance department costs up 19.6 percent over 17 departments.

18 that period. Corporate relations costs up 18 JOHNSON, Q.C.:

19 35.2 percent. Thisisall on the record. 19 Q. Okay.

20 And | just wantto beclear from your 20 MS.LUTZ:

21 panel, isyour panel ableto -- in aposition 21 A.Itwouldn’t be business units.

22 to draw any conclusions about what these 22 JOHNSON, Q.C.:

23 numbers say about efficiency at Hydro on the 23 Q.| see, okay.

24 operating side? 24 MS.LUTZ:

25 MS. RUSSELL: 25  A. There's multiple, multiple business units out
Page 142 Page 144

1 A. No, not with respect to the operating costs. 1 in TRO, for instance.

2 JOHNSON, Q.C.: 2 JOHNSON, Q.C.:

3 Q. No. Therewasadiscussion aswell regarding 3 Q. Right. And each one of those business units,

4 business units and Ms. Russell, you indicated 4 would that beright, my understanding, they

5 you own a budget for -- so would you have one 5 would put forward asubmission for FTES and

6 business unit or three business units? How 6 thelike? Isthat how that would work?

7 would that work? 7 (12:00 p.m.)

8 MS, RUSSELL: 8 MS.LUTZ:

9 A.l havethreedifferent areas. 9 A Yes If wetakeTRO asan example, so there's
10 JOHNSON, Q.C.: 10 many business unitsin TRO and they would --
11 Q. Yes. So, supply chain? 11 each manager of the particular business units
12 MS. RUSSELL: 12 would do their work force planning and
13 A. Correct, and rates and regulatory 13 determine any FTE requirements and then that
14 JOHNSON, Q.C.: 14 would be consolidated up through the TRO
15 Q. Rates. 15 budget. TRO budget then would be assessed in
16 MS. RUSSELL: 16 one of those meetings that | had mentioned.

17 A. And the finance group. 17 JOHNSON, Q.C.:

18 JOHNSON, Q.C.: 18 Q.| see | see. So theindividual business unit

19 Q. Andfinance, so that would be three business 19 owner, they'renot there answering direct

20 units. Mr. Pelley, you said you own one or 20 questions about their budget request? Someone
21 two? 21 above them isanswering questionswith Mr.
22 MR. PELLEY: 22 Henderson? Would that be how it works?

23 A.Two. Oneat - 23 MS.LUTZ:

24 JOHNSON, Q.C.: 24  A. For instance, in TRO's case, it would be Mr.

25 Q. Oneat Hydro? 25 Moore who would -
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1 JOHNSON, Q.C.: 1 those business unitsin his area before it got
2 Q. InTRO,yes. 2 presented in that meeting with Mr. Henderson.
3 MS.LUTZ: 3 JOHNSON, Q.C.:
4 A -takeaccountability for the budget that was 4 Q.Okay. | justwant toswitch gearsfor a
5 put forth and that he is bringing forth for a 5 second and talk about the energy supply cost
6 particular year. 6 variance deferral, and in this regard, | want
7 JOHNSON, Q.C.: 7 to bring you Dr. Wilson's evidence, page 38
8 Q. lsee okay. Sointermsof the -- isthere - 8 and the top of page 39.
9 - do you know if onthe record thereis a 9 MS.GRAY:
10 listing of -- 1 looked last evening and | 10 Q. Sorry, Mr. Johnson, can you repeat that again?
1 couldn’t find alisting of the business units 11 JOHNSON, Q.C.:
12 on the record. Are you aware where that might 12 Q. Sorry?
13 be on the record? 13 MS. GRAY:
14 MS. LUTZ: 14 Q. Canyou say that again, please?
15  A.l don'tthink it ison the record actually. 15 JOHNSON, Q.C.:
16 JOHNSON, Q.C.: 16 Q. Dr. Wilson.
17 Q. Okay. Could we have an undertaking to provide |17 MS. GRAY:
18 what Hydro' s business units are? 18 Q. Okay.
19 MS.LUTZ: 19 JOHNSON, Q.C.:
20 A.Yes 20 Q. Yes here wego. So, herein Dr. Wilson's
21 JOHNSON, Q.C.: 21 report, he' s discussing the deferral of energy
22 Q. Okay. 22 supply cost variances and he saysin the -- he
23 MS. GLYNN: 23 says "Hydro proposes a new deferral and
24 Q. Noted on the record. 24 recovery mechanism for energy supply cost
25 JOHNSON, Q.C.: 25 variances' and he says "Hydro is proposing an
Page 146 Page 148
1 Q. Thank you. And I takeit -- and if you can 1 annual cost variance threshold of plus or
2 testify to this, good, but aperson who's 2 minus 500,000 with variances up to that amount
3 owning abusiness unit, they would not know 3 to be borne by Hydro and amounts in excessto
4 necessarily what type of FTE requests that the 4 be deferred inthisaccount.” And then he
5 business unit next to them might also be 5 refers to the amended application and he notes
6 making at the same time, right? 6 that this deferral proposal differs from the
7 MS. LUTZ: 7 original GRA.
8 A.That'spossible. 8 He goesonto say then in the paragraph
9 JOHNSON, Q.C.: 9 under that, "under this new energy supply cost
10 Q. Yeah, okay. 10 variance deferral, any increase or decrease in
11 MS. RUSSELL: 11 test year energy supply for the Island
12 A.But inthat case, that's where -- as she 12 Interconnected system would be stabilized at a
13 indicated, likeall the businessunits, | 13 value calculated as the difference between the
14 guess, have an owner, like Mr. Moore would 14 test year cost of that supply and the test
15 have -- let’s just say there was a hundred, 15 year No. 6 fuel cost of supply.” He notes
16 for arguments sake. Mr. Moore, as genera 16 that this deferral would cover both variations
17 manager of TRO, he might own let’s say 30 of 17 in quantity and variations in price, et
18 those, and so while you're correct that each 18 cetera.
19 individual of the 30 might not know what 19 Then he goeson to say "this would
20 everybody is doing, the personoutin that 20 further shift businessrisk that Hydro now
21 area, the cost controllerswe'll say, | don’'t 21 facesin planning for and acquiring needed
22 know the exact title, would pull al that 22 power resources to Hydro's customers. When
23 information together for him for the 30, we'll 23 such risk shifting is permitted by regulators,
24 say, for his group. Then he would be 24 it is appropriately accompanied by offsetting
25 responsible for making sure and looking across 25 changes to the utility’s allowed equity
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1 return.” 1 opinion that this constitutes a double burden
2 Then he says, and I'll bring you to this, 2 on customers?
3 "that would not occur if Hydro’'s equity return 3 MR. PELLEY:
4 level is automatically set at the level of 4  A. |l would have to acknowledge that, yes.
5 Newfoundland Power’s allowed equity return” 5 JOHNSON, Q.C.:
6 and he says"and the end result would bea 6 Q. That'sright, and -
7 double burden to customers’. Isthe panel 7 MR. PELLEY:
8 familiar with what Dr. Wilson has said there? 8 A.Butagainjust to be clear, you said Hydro has
9 MR. PELLEY: 9 not filed an expert’s opinion?
10  A.Um-hm. 10 JOHNSON, Q.C.:
11 JOHNSON, Q.C.: 11 Q. Right.
12 Q. Okay. Now this is theviewpoint of Dr. 12 MR. PELLEY:
13 Wilson, and | think you probably agree with me 13 A.Yes, | would haveto agree.
14 that the material attached to his report would 14 JOHNSON, Q.C.:
15 indicate that he holds a PhD in Economics from 15 Q. That'sright, because Dr. Wilson is providing
16 Cornell. He' sgot alist of expert testimony 16 an expert opinion, right?
17 that runs about 55 pagesin his cv asto the 17 MR. PELLEY:
18 various places that he' stestified over the 18  A. Agreed.
19 years, including here.  And that’s his 19 JOHNSON, Q.C.:
20 viewpoint, that it would constitute a double 20 Q. Right, and Ms. McShane, who was retained by
21 burden to customers. 21 Hydro to file areport on the allowed range of
22 Now, | takeit that your panel isnot 22 return, she was not asked to give evidence on
23 being put forward asan expert panel that 23 these deferral accounts, right?
24 would bein aposition to disagree with Dr. 24 MR.PELLEY:
25 Wilson’s contention, isit? 25  A. Shewasnot, no.
Page 150 Page 152
1 MR. PELLEY: 1 JOHNSON, Q.C.:
2 Al don't think thispanel would be in a 2  Q Andif wecould- I guess, I'dask you to
3 position to disagree because we' re not herein 3 confirm that Hydro asked anumber of RFIS,
4 the capacity as cost to capital experts, no. 4 just for the record, NLH-PUB-006 t0 NLH-PUB-
5 JOHNSON, Q.C.: 5 017, so anumber of RFIS, and you're aware
6 Q. Right, right, so from the point of view of - 6 that Dr. Wilson was made subject to the RFI
7 you would have no basisto say that Dr. Wilson 7 process?
8 Isincorrect on this? 8 MR. PELLEY:
9 MR. PELLEY: 9 A.Yes
10 A.No. 10 JOHNSON, Q.C.:
11 JOHNSON, Q.C.: 11 Q. Right, and can you confirm for me that none of
12 Q. Right. 12 the RFIsthat Hydro asked Dr. Wilson raised
13 MR. PELLEY: 13 any question about his position as regards
14  A.Andthat’'snot to suggest that there aren’t 14 this being a double burden to customers?
15 aternative viewpoints as there always are. | 15 MR. PELLEY:
16 mean, there stypically experts on both sides 16 Q. Canyou repeat that question?
17 of arguments. 17 JOHNSON, Q.C.:
18 JOHNSON, Q.C.: 18 Q. Would you agree with me that Hydro asked no
19 Q. Right, but from an expertise point of view, 19 RFIsto Dr. Wilson challenging his contention
20 you'd certainly have to defer to Dr. Wilson? 20 on this being a double burden to customers?
21 MR. PELLEY: 21 MR. PELLEY:
22 A. Or another expert, yes. 22 A.l would have togo back and review the
23 JOHNSON, Q.C.: 23 responses to those RFIs before | could confirm
24 Q. Right, and do you confirm that Hydro has filed 24 that.
25 no expert evidence to refute Dr. Wilson's 25 JOHNSON, Q.C.:
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1 Q. Well, maybe what we could do isbring up the 1 JOHNSON, Q.C.:
2 guestions themselves, NP-PUB-6 through 17. | 2 Q. And now Hydro has been operating Holyrood for
3 don't know if you have the questions 3 45 yearsplus, and | understand that thisis
4 themselves or - 4 the first time that Hydro has ever looked to
5 MS. GRAY: 5 shift this burden onto its customers about
6 Q. Sorry, Mr. Johnson - 6 thisuncertainty or variability about fuel
7 JOHNSON, Q.C.: 7 conversion, right?
8 Q. Thereyou go. So06 dealswiththe rural 8 MS. RUSSELL:
9 deficit? 9  A. Thisisthefirst timethere would have been a
10 MR. PELLEY: 10 deferral account applied for for this
11 A.Uh-hm, 1 particular -
12 JOHNSON, Q.C.: 12 JOHNSON, Q.C.:
13 Q. 07 dealswith the rural deficit, 08 deals with 13 Q. Right, and the deferra account shifts the
14 therural deficit, 09 dealswiththe rural 14 risk away from Hydro and onto customers, would
15 deficit, 10 cost of service, methodology, 11|15 you agree with that much?
16 is evidence relating to transmission plant and 16 MS. RUSSELL:
17 costs, 12, the same thing, 13 deals with 17 A.| wouldsay that for the isand isolated
18 transmission and recommended methodology, 14 |18 systems and the energy supply cost - like,
19 again dealing with classification of 19 where there' s a dead band here, like -
20 distribution lines, 15 again dealing with 20 JOHNSON, Q.C.:
21 electricity delivery systems and facilities, 21  Q.But!lwantto-well talk about those other
22 16 dealing with transmission classification, 22 accounts, but I'm talking about Holyrood fuel
23 S0 - 23 conversion, there’ s no dead band on that?
24 MR. PELLEY: 24 MS. RUSSELL:
25  A. Also dealswith transmission. 25 A. There'sno dead band on that because, as|
Page 154 Page 156
1 JOHNSON, Q.C.: 1 said, wefeel the million relates to al
2 Q. So canyou now confirm that therewas no 2 supply costs, would be sharing the risk
3 questions asked of Dr. Wilson on this 3 between Hydro and the customers.
4 contention, right? 4 JOHNSON, Q.C.:
5 MR. PELLEY: 5 Q. Okay, butinterms of - thisisthefirst time
6 A.lwould agree that based on the RFIsin front 6 that Hydro has ever looked to shift the risk
7 of me, and assuming that that was the complete 7 away from itself to customers in relation to
8 list that was sent, which it appears to be, we 8 the conversion factor, right?
9 did not appear to ask any questions that 9 MS. RUSSELL:
10 challenged hisview - challenged hisview of 10 A.Onthe conversion factor one, yes, but I still
11 the so-called double burdening of rate payers. 11 refer -
12 JOHNSON, Q.C.: 12 JOHNSON, Q.C.:
13 Q. Okay. 13 Q. That’swhat I’m asking about now.
14 MR. PELLEY: 14 MS. RUSSELL:
15  A. So | would agree with your assessment. 15  A. Back tothe million that is considered to -
16 JOHNSON, Q.C.: 16 that Hydrofeels isin total for al the
17 Q. Thank you. Now inrelationto the Holyrood 17 supply costs.
18 conversion factor deferral, | guess, theidea 18 JOHNSON, Q.C.:
19 isthat once - with this account, isthat once 19 Q. Okay, now you don't take any exception to my
20 we have afuel to energy conversion rate set, 20 characterization that you’ re shifting the risk
21 Hydro wantsto defer all fuel cost variances 21 totally on the customers on this fuel
22 that result when the actual conversion factor 22 conversion deferral account, right?
23 differs from the ones set, right? 23 MS. RUSSELL:
24 MS. RUSSELL: 24 A. For the variancesthat areinthe deferral
25  A. Correct. 25 account that are there inthat particular
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Page 157 Page 159
1 account, those amounts would be put in that 1 A.Right, this has been the first GRA since that
2 deferral based on amounts differing, yes. 2 period.
3 JOHNSON, Q.C.: 3 JOHNSON, Q.C.:
4 Q. Soacomplete shift of therisk. Now if you 4 Q. Right, right, it' sbeen thefirst one, but
5 refer to Table 2.21 of the regulated 5 it's certainly not been the first opportunity
6 activities evidence. 6 that Hydro has had to come in before the Board
7 MS.GRAY: 7 and try to get arebalancing of some of these
8 Q. I'msorry, 2.21 or page - 8 factors, correct?
9 JOHNSON, Q.C.: 9 MS. RUSSELL:
10 Q. lthoughtit wasTable2.21. There you go. 10 A.Inadifferent application of some sort?
1 Now we see here the Holyrood fuel conversion 11 JOHNSON, Q.C.:
12 performance and Hydro financial impact table, 12 Q. Of coursg, likeaGRA or -
13 and in 2009, of course, we see - well, we see 13 MS. RUSSELL:
14 from *09 right on up to forecast 2014 the 2007 14  A. Earlier. So, yes, thisisthefirst GRA since
15 test year conversion factor, whichis 630, 15 that time.
16 right, that was set a number of years ago? 16 JOHNSON, Q.C.:
17 MS. RUSSELL: 17 Q. Right, and would you agree with me that if
18 A.Yes 18 Hydro had come in and got arebalancing of -
19 JOHNSON, Q.C.: 19 I’'m calling it arebalancing, but anew fuel
20 Q. Thelast GRA, and we see that the actual fuel 20 conversion rate built into its rates, it
21 conversion has not kept pace over that period 21 wouldn’t have had to face the year by year
22 of time. So wesee the impact on Hydro's 22 losses to the extent that it has because it
23 financial loss or financial impact on Hydro of 23 got set at afairly high amount several years
24 2.4 millionin’09, 4.9 millionin 2010, 3.5 24 ago and then nothing was done about it, right?
25 millionin 2011, and on and on it goes. Now 25 MS. RUSSELL:
Page 158 Page 160
1 isit - these sustained lossesthat we're 1 A Soifithad comein and gotten reset, then,
2 seeing here in thistable, isthis what’s 2 yes, the bottom number 630 would have been a
3 driving the proposal inthis GRA for this 3 different number.
4 proposed deferral account on this? 4 JOHNSON, Q.C.:
5 (12:15 p.m.) 5 Q. Absolutely, in al likelihood much lower.
6 MS. RUSSELL: 6 MS, RUSSELL:
7 A. S0 thesetype of costs, yes, between the 7 A.Correct.
8 actual and the test year. 8 JOHNSON, Q.C.:
9 JOHNSON, Q.C.: 9 Q. Right, and if Hydro - how is it that Hydro -
10 Q. Yeah, because whenyou add themup, it'sa 10 it seemsto methat Hydrois now in sort of,
11 considerable amount of money on that bottom 11 you know, complaining that, oh, we really need
12 line, okay. Now | just want to put it to you, 12 this deferral account now, look at the track
13 though, that Hydro in no way, shape, or form 13 record we' ve had here of losses, ook at what
14 was forced to sit back over all of these years 14 happens when our test year conversion factor
15 and absorb the full effects here, right? You 15 gets out of whack, and we now want a deferral
16 agree with that, right? 16 account, but is that the appropriate - is that
17 MS. RUSSELL: 17 the appropriate answer, or is the more
18  A.When you say "sit back to fully absorb”, you 18 appropriate answer for Hydro to have filed
19 mean to not - 19 rate cases on a more regular basis?
20 JOHNSON, Q.C.: 20 MS. RUSSELL:
21 Q. Yeah, not comeinand do something about it, 21 A.Wadll, thereis an RFI on the delays, NP-369, |
22 not apply for a GRA and look to have afuel 22 believe, asto the delays that have caused -
23 conversion factor that was more consistent 23 and thisisthefirst time Hydro has been back
24 with what its experience was, right? 24 with aGRA and isthus proposing under this
25 MS. RUSSELL: 25 GRA for those costs.
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1 JOHNSON, Q.C.: 1 Hydro to acknowledge that the way for them to
2 Q Andso -but thesedelays, | mean, that’s 2 mitigate this type of situation from happening
3 Hydro'sissues if Hydro had delays, isn’t it? 3 again is to have more frequent cases?
4 MS. RUSSELL: 4 MR. PELLEY:
5 A.I’'mjust going to turn to that RFI. 5 A. |l would agree with that 100 percent, and on a
6 JOHNSON, Q.C.: 6 go forward basis, more frequent GRAS are a way
7 Q. Sure 7 to deal with thistype of variability.
8 MS, RUSSELL: 8 JOHNSON, Q.C.:
9 A.Sogive meone second. So the delayswere - | 9 Q. Yes and wouldn't morefrequent GRASbe a
10 mean, there were alot of different reasons 10 fairer way to deal with this from the
11 for the delays. There was RSP process, there 11 customer’s point of view than just saying,
12 was some rates policy issues, there were lots 12 look, thisisyour risk from here on out?
13 of different things that caused the delay, but 13 MR. PELLEY:
14 Hydro does feel that at this point these costs 14 A. Over the long run, perhaps- yes, | would
15 are uncontrollable and should be recovered. 15 agree with that, that it's amore fair way to
16 JOHNSON, Q.C.: 16 doit, but what | would say isthat doesn't -
17 Q. WHll, | mean, thefact of the matter isthat 17 | mean, we're talking now about - | believe
18 for 40 odd yearsyou’ ve not looked or Hydro 18 you raised the point about a potential for a
19 has not looked to shift thefull risk onto 19 two to threeyear cycle, but | think that
20 customers, and now it is, and I’'m wondering 20 doesn’'t change the fact that we're dealing in
21 whether Hydro would agree with me that away 21 the near term, Hydro still is exposed to
22 to - if Hydro viewsthisas arisk, away to 22 significant losses and that deferral account
23 mitigate thisrisk isto have more frequent 23 we view asimportant in the interim until we
24 GRA filings? 24 hit that two to three year cycle ona go
25 MS. RUSSELL: 25 forward basis, which | completely agree with
Page 162 Page 164
1 A. Hydrowould agree with coming in in atwo to 1 you isafair way to deal with variability of
2 three year period for GRAS. 2 that nature on a go forward basis.
3 JOHNSON, Q.C.: 3 JOHNSON, Q.C.:
4 Q. Right, and that - agreeing to come in every 4 Q. Waéll, you know, Hydro, as| understand it, is
5 two or threeyearsfor aGRA,that to some 5 committed to filing its next GRA by no later
6 degree removes the need for this risk shifting 6 than March 31st, 2017, right?
7 mechanism to customers, doesn't it? 7 MS. RUSSELL:
8 MS, RUSSELL: 8 A.Yes
9 A.Sol would agree with the point about the two 9 JOHNSON, Q.C.:
10 to three years. In this GRA, we're not asking 10 Q. So,you know, in al honesty, inlight of
11 to recoup the costsin between those - we're 11 that, isthere a compelling need for the Board
12 not asking to recoup the cost on that chart in 12 to be petitioned to set up yet another
13 between there. We're asking from a go forward 13 deferral account?
14 basis. 14 MS. RUSSELL:
15 JOHNSON, Q.C.: 15 A. Yes, thereisbecause thisis acost from the
16 Q. Oh, | understand that, | understand that. 16 period between now and the next GRA. Thisis
17 MR. PELLEY: 17 areal cost to providing service for customers
18  A. Could you perhaps just ask the question again? 18 and it’s an uncontrollable cost that should be
19 JOHNSON, Q.C.: 19 recovered.
20 Q. lsn'tthe answer - like, customers are looking 20 MR. PELLEY:
21 at thisand saying, hold on now, we haven’'t 21 A.And | would add that if - you know, just from
22 had this risk ever. Now Hydro is coming in and 22 the Board' s perspective, if Hydro’s financial
23 saying we want to put thisrisk on you, and 23 position and performance is a relevant
24 what 1’ m suggesting to you is that the better 24 consideration in terms of all the trade offs
25 solution for customers at least would be for 25 that go into setting rates, | do think over
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1 the next two tothree years that it is 1 Q. You just don't know what degree they

2 relevant to have that account, and | go back 2 fluctuated in the past?

3 to some of the discussion from yesterday that, 3 MR. PELLEY:

4 you know, given that Hydro operates under a 4 A That'sagood characterization.

5 provincial guarantee for its borrowings, you 5 MS. RUSSELL:

6 know, over very short periods of time we do 6 A.Or in the future because they are

7 have the luxury perhaps of having perhaps less 7 uncontrollable costs.

8 equity in our capital structure than an 8 JOHNSON, Q.C.:

9 investor owned utility would, or perhaps not 9 Q. Right.
10 earning the required ROE for ayear, but again 10 MR. PELLEY:
11 over the long run, two, three, four, five year 11 A. Butwhat | was saying is, | think, most of us
12 periods, those types of losses start to erode 12 know that there has been more volatility in
13 Hydro's equity base and you endup in a 13 fuel prices lately than historically has been
14 position where Hydro's financial self- 14 over afive or ten year period.
15 sufficiency could be questioned. AgainI'm 15 JOHNSON, Q.C.:
16 talking over three, four, five year period of 16 Q. Well, what’s the purpose of the plus or minus
17 time. 17 $500,000.00 dead band on that particular
18 JOHNSON, Q.C.: 18 account?
19 Q. Yes, but over afive year period, you will 19 MS. RUSSELL:
20 have comein for aGRA in the middle of that 20 A. Sothose dead bands are there to - they would
21 period, wouldn’'t you? 21 be there to provide incentive on either side
22 MR.PELLEY: 22 to- anything that’s additional, 500, would
23 A.Yes, within athree year period. 23 either be returned to customers or Hydro would
24 JOHNSON, Q.C.: 24 take the impact from it outside of that
25 Q.Intermsof theisolated system supply cost 25 amount.

Page 166 Page 168

1 variance account, | mean, Hydro has been 1 JOHNSON, Q.C.:

2 supplying isolated communities around 2 Q. Right, soyou said just a second ago that it

3 Newfoundland and Labrador for decades by 3 would provide an incentive, right?

4 virtue of its remote diesel operations, right? 4 MS. RUSSELL:

5 MS. RUSSELL: 5 A.Yes ifyou're-

6 A. Correct. 6 JOHNSON, Q.C.:

7 JOHNSON, Q.C.: 7 Q. Yes, and Hydro - so thisis an incentive that

8 Q And I|take it that we'll all agree that 8 Hydro would have, right?

9 there' salways been some degree of ups and 9 MS. RUSSELL:
10 downsin the cost of diesdl, right, that’s not 10 A.Wsdl, therewould - if there was incentivein
11 new? 11 doing fuel contracts or anything like that,
12 MS. RUSSELL: 12 when you're doing tenders or, you know, for
13 A. No, therewould aways be variations in the 13 any particular fuel.
14 diesd. 14 JOHNSON, Q.C.:
15 JOHNSON, Q.C.: 15 Q. Right, so Hydro would -
16 Q. Right. 16 MS. RUSSELL:
17 MR. PELLEY: 17 A.Tothe degreethat thereisany particular
18  A. Without further analysis, | would agree that 18 areathat you can manage costs. Like, Hydro
19 there' s always been fluctuationsin diesdl. | 19 awaystries to get the least cost possible.
20 wouldn't be able to conclusively say that the 20 JOHNSON, Q.C.:
21 fluctuations we're facing now or are 21 Q. Right.
22 anticipated to face ona go forward basis 22 MS. RUSSELL:
23 could potentially be higher or lower than they 23 A.S0-
24 were historically. 24 JOHNSON, Q.C.:
25 JOHNSON, Q.C.: 25 Q. So within that band, Hydro would be incented
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1 tothink smart interms of management and 1 Q. And Hydroisdoing that at alower ROE, which
2 operations as to how they can protect 2 isyour approved ROE is 4.47, isthat right?
3 themselves? 3 MS RUSSELL:
4 MS. RUSSELL: 4 A Fromthelast GRA, yes.
5 A . Wdl, that would be the purpose of an 5 JOHNSON, Q.C.:
6 incentive would be, yes, to do that, and on 6 Q. Fromthelast GRA, right, and | guess we could
7 the other side there’ sthe risk aswell. 7 assume that if Hydro gets thisisolated system
8 JOHNSON, Q.C.: 8 supply cost variance deferral, that Hydro
9 Q. Right. 9 would want to keep that long term? Thisis
10 MS. RUSSELL: 10 not temporary?
11  A.Soit’s both shared between Hydro and the 11 MS. RUSSELL:
12 customer. 12 A.ltwould be- that particular deferral, we
13 JOHNSON, Q.C.: 13 have a study that we will be undergoingin
14 Q. Andright now where Hydrois- and you said 14 between now and the next GRA. There are
15 Hydrois already taking steps totry to be 15 numerous studies which have been identified on
16 smart, etc, about how it goes about 16 the settlement agreement on supply cost and
17 procurement of oil, isthat right? 17 the RSP, and we will be looking at all of
18 MS. RUSSELL: 18 these before we come back with the next GRA.
19 A That'spart of our process onan every day 19 JOHNSON, Q.C.:
20 basisisto look for the least cost for all 20 Q. So, therefore, the obvious questionis if
21 services. 21 you're embarking on these studies, would it
22 JOHNSON, Q.C.: 22 make sense to hold off and continue the
23 Q. Exactly, and Hydro has got people on the 23 studies as opposed to looking to implement
24 payroll whosejob it isto do that, right? 24 these novel accounts, at least in this
25 MS. RUSSELL: 25 jurisdiction, at this point?

Page 170 Page 172
1 A.Inthe procurement - we havea procurement 1 MS. RUSSELL:
2 section, yes. 2 A Thereisan RFI that we ve answered on that,
3 JOHNSON, Q.C.: 3 that we believe, no, that we do feel we need
4 Q. Right, and customers pay the salaries of those 4 to havethese right now because they are
5 people, so the customers are aready paying 5 uncontrollable costs, they would impact
6 management to do that, right? 6 Hydro' s ability to earn afair and reasonable
7 MS. RUSSELL: 7 return, and | believe the RFI that we answered
8 A. Correct, those salaries are - 8 on that - just one second. We' ve answered an
9 JOHNSON, Q.C.: 9 RFI, NP-381, with respect to some of the
10 Q. Yeah 10 future -
11 MS. RUSSELL: 11 (12:30 p.m.)
12 A.Yes 12 JOHNSON, Q.C.:
13 JOHNSON, Q.C.: 13 Q. Soin Clause2 - I'm sorry, the question,
14 Q. And, infact, customers are paying for that in 14 "Please explain in detail why Hydro considers
15 the context of a much lower presently approved 15 it appropriate to propose three new supply
16 ROE than what Hydro is seeking in this 16 cost variance deferral accounts'. The reply
17 hearing? 17 stated by Hydro in Sub 2 there, "Hydro will
18 MS. RUSSELL: 18 not - I'm not following that at the moment.
19  A. Sorry, could you repest that question? 19 If we could scroll down on the answer. That's
20 JOHNSON, Q.C.: 20 the full answer there. So thisiswhat -
21 Q. Customers are paying Hydro to manage this for 21 MS. RUSSELL:
22 them at this point, right? 22 A.Yes, thisrelatesto why it’ s appropriate for
23 MS. RUSSELL: 23 those three new, and then it was asked about,
24 A. Correct. 24 "Hydro will not", inthe question it asks
25 JOHNSON, Q.C.: 25 about, you know, dueto - | think asyou were
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1 indicating that the RSP, the future reviews 1 A.lwould agree.
2 that are to happen, and basically thisisthe 2 JOHNSON, Q.C.:
3 GRA that we're here now isfrom this period 3 Q. Right, and as we heard yesterday, Grant
4 until our next GRA, and then at that point in 4 Thornton, the Board’'s consultants, they’ve
5 time - so these are the costs and the rates 5 done areport where they’ve commented on the
6 for ratesto be set until that point in time. 6 proposed debt guarantee fee, and they’ve
7 JOHNSON, Q.C.: 7 pointed out some problems with Scotiabank or
8 Q. Sobeing realistic for the moment now, if 8 Scotia Capital’ s analysisin its October 2013
9 Hydro gets thisisolated system supply cost 9 report that Hydro had commissioned, right?
10 variance, under what circumstances would you 10 MR. PELLEY:
11 see Hydro coming back inand saying, no, 11 A. Correct.
12 Board, we don’t need that any more now? 12 JOHNSON, Q.C.:
13 MS. RUSSELL: 13 Q. Right, and they haveraised - would it be fair
14 A. Well, because the next GRA that we're looking 14 to say that Grant Thornton has raised
15 at will be the Muskrat - when we integrate, 15 substantive issues with what they see as
16 when we have all theintegration of Muskrat 16 problems with the approach asoutlined by
17 Fdls, there are alot of studies, the cost of 17 Hydro' s advisors? Would it befair to call
18 service, there’'samarginal cogt, there'san 18 them substantive issues?
19 RSP - there is an RSP study as well as supply 19 MR. PELLEY:
20 costs, and that would all fall inpart of 20  A.I’mnot going to opine on whether or not those
21 that, and so it would form part of the next 21 are substantive.
22 GRA to be under consideration. 22 JOHNSON, Q.C.:
23 JOHNSON, Q.C.: 23 Q.Okay. What doyou think, they’re minor or
24 Q. But these communitiesthat are supplied by 24 trifling or -
25 diesel, they’re not going to be hooked up to 25 MR. PELLEY:
Page 174 Page 176
1 thein-feed and get their power from that 1 A Asl gtated yesterday, they pointed out - |
2 source, so what would cause Hydro to say, no, 2 think the major point of departure - there was
3 we don’t need this any more? 3 agreement on the methodol ogy that Scotia took.
4 MS. RUSSELL: 4 Aswe all know, experts often differ in their
5 A.I'm not saying that Hydro would say we 5 opinions on how things are done, but | think
6 wouldn’t need it. I’'msaying it would be 6 there was agreement in the general approach
7 looked at through the studies. | didn’t say 7 that Scotiabank took. Where they took
8 it wouldn’t be needed. | just said we would 8 exception wasthe fact that Scotia didn’t
9 look at it and it would be discussed at the 9 apportion the benefit of the guarantee between
10 next GRA aswell. 10 the guarantor and, | guess, the person giving
11 JOHNSON, Q.C.: 11 the guarantee, and as | stated yesterday, and
12 Q. Turning to the debt guarantee fee, we 12 the reason | say it’snot concerning, | didn’t
13 established yesterday, | think, Mr. Pelley, 13 mean to imply it wastrifling, was that the
14 that Hydro saysthat the Board is not bound by 14 only other case | know of wherethisisdone
15 any directive or legal compulsion to allow a 15 in Canada, it’s not done that way in Quebec,
16 guarantee fee to be provided through rates, 16 they’re allowed to flow their full guarantee
17 right, that’s your position? 17 through to their rates by the Regie, and the
18 MR. PELLEY: 18 other was - you know, in my view, the position
19 A. That was- yes, that’s our position. 19 that Grant Thornton put forward with respect
20 JOHNSON, Q.C.: 20 tothat, let’s call it benefit sharing, was
21 Q. And| takeit that you'd be in agreement that 21 based largely around how things were done for
22 Hydro does accept that it hasthe burden of 22 purposes of transfer pricing and tax law, so
23 establishing that the debt guarantee fee put 23 there'sageneral question asto whether or
24 forward by it is reasonable? 24 not that’'sa relevant recommendationin a
25 MR. PELLEY: 25 regulatory framework.
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1 JOHNSON, Q.C.: 1 better or no worse off, but the argument that
2 Q. Butyou'renotinaposition to opine onthe 2 she’sput out there inthe pastisthat -
3 appropriateness of Grant Thornton's 3 because the fee used to beafull 1 percent
4 recommendation, though, are you? 4 before it was revised downward 25 to 50, and
5 MR. PELLEY: 5 she provided evidencein the past that the
6 A.No. 6 value of the fee was likely even greater than
7 JOHNSON, Q.C.: 7 that 1 percent. Soin our view, you know, |
8 Q. And this Quebec precedent you're talking 8 guessin consideration of that framework and
9 about, that was something set in 2002, is that 9 in consideration of the fact that | agree with
10 right? 10 you, the burden is on Hydro to prove the cost
11 MR. PELLEY: 11 is reasonable, we engaged Scotiabank who are
12 A.Yes andit'sstill in effect. 12 expertsin this area, much like Hydro Quebec
13 JOHNSON, Q.C.: 13 engaged Merrill Lynch, these folks are all big
14 Q. It'sdtill ineffect, and | take it Hydro has 14 playersinthe capital markets, and we used
15 not undertaken afurther anaysis to the 15 that to substantiate our case. | don't -
16 Scotiabank analysis of October, 2013, that’s 16 obviously, Grant Thornton looked at that and
17 the last one? 17 they have some different views, and ultimately
18 MR. PELLEY: 18 | would suggest that - you know, ultimately
19 A.The October 2013 other than- we haven't 19 it'sthe Board’ s decision as to how that plays
20 engaged them to do aformal study, but we do 20 out.
21 have regular contact with them to determine 21 JOHNSON, Q.C.:
22 what their view on the market value of the 22 Q. Yeah, now | mean, Grant Thornton, the Board's
23 guarantee is over time. 23 financial consultants, they’ve been the
24 JOHNSON, Q.C.: 24 consultants for quite awhile and have reviewed
25 Q. And | takeit Hydro never asked Ms. McShaneto |25 numerous GRA applications from Hydro and
Page 178 Page 180
1 advise onthe appropriateness of the debt 1 Newfoundland Power, et cetera, would you be--
2 guarantee fee? 2 and Grant Thornton has, you know, expressly
3 MR. PELLEY: 3 said that further examination isrequired to
4 A.No,and| can - the reason for that, because 4 determine an appropriate methodology to
5 she has in the past opined on the value of the 5 apportion the benefit of the guarantee between
6 debt guarantee fee. 6 Hydro and the Province, right. Y ou wouldn’t
7 JOHNSON, Q.C.: 7 be suggesting that the Board shouldn’t follow
8 Q. That'sright. 8 this advice?
9 MR.PELLEY: 9 MR. PELLY:
10 A.Andif yougoback tosomeof the previous 10 A.I’'mnot suggesting what the Board should or
1 testimony she gave onthat, you know, the 1 shouldn’t do. My statement was that the Board
12 general framework that Ms. McShane put forward 12 has opinionsfrom two expertsand Hydro's
13 for the reasonableness of the feeisthat, you 13 position and that’ s a decision the Board needs
14 know, if - justto comeup witha simple 14 to make. I'mnot at all suggesting they
15 example perhaps to help, if you don’t mind, to 15 should ignore that.
16 put that point out there, let’s assume that on 16 JOHNSON, Q.C.:
17 astandalone basis Hydro could issue long term 17 Q. Now, as| read Grant Thornton’s report, if you
18 debt at 3.5 percent, but the province, of 18 get into an apportionment situation, that can
19 course, being a more creditworthy counterpart 19 only be good for rate payers, right?
20 can issue debt at, say, 3 percent, then your 20 MR. PELLY:
21 implied value of the guaranteeisabout .5 21  A.That can only be good for rate payers.
22 percent. So what Ms. McShane argued in the 22 JOHNSON, Q.C.:
23 past was as long as the value of the feeis at 23 Q. Yeah, because it would lower the guarantee
24 least equal to that, but not greater, all 24 fee, wouldn't it?
25 other things being equal, the rate payer is no 25 MR. PELLY:
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1 A. Absolutely. 1 different opinionsin how it should be done,

2 JOHNSON, Q.C.: 2 is not an unreasonable fee for the rate payer

3 Q. Right. And that would be good for Hydro 3 to pay for that guarantee. | don't see that

4 because Hydro would haveto pay lessfor the 4 as pushing back.

5 debt guarantee. 5 JOHNSON, Q.C.:

6 MR.PELLY: 6 Q. Wel the rate payer has theright toleast

7 A.You re making the assumption that the Province 7 cost guarantee fee, don’t they?

8 would--1 can’t see how that would work in that 8 MR. PELLY:

9 situation because if the Province continues to 9 A.Yes but what we'resaying isthe25 to 50
10 chargeus afeeof 50 basis points, where, 10 basis pointsisleast cost, we're setting it
11 let's say, through apportioning we only 11 at market value of the fee.

12 recovered 25 in rates, that difference hasto 12 JOHNSON, Q.C.:

13 flow to Hydro’ s bottom line, does it not? 13 Q. But | put to you that Grant Thornton is saying

14 JOHNSON, Q.C.: 14 that that may not bethe least cost because

15 Q. Waell, has anybody since Grant Thornton's 15 you haven't figured it to an apportionment.

16 report’s been filed talking about this 16 MR.PELLY:

17 apportionment issue, are you aware of anybody 17 A. Sure, | don't disagree.

18 at Hydro that has gone to Government and said, 18 JOHNSON, Q.C.:

19 look, there might be aproblem with this 19 Q. Right.

20 request. There should be some apportionment? 20 MR.PELLY:

21 Has anybody done that? 21 A. If that’s the accepted framework for -

22 MR. PELLY: 22 JOHNSON, Q.C.:

23 A.No, no. 23 Q. Sojustto beclear -

24 JOHNSON, Q.C.: 24 MR. PELLY:

25 Q. And likewise, I'm interested in, is Hydro 25  A.But | would add to that, | guess the question
Page 182 Page 184

1 seriously pushing back at the customer’'s 1 of how come apportioning hasn’t been proposed

2 opportunity to get a cheaper debt-guarantee 2 beforein thisjurisdiction if it is relevant.

3 fee? | mean, Grant Thornton seemsto be 3 JOHNSON, Q.C.:

4 looking at apportionment, which would be 4 Q Welll mean, | guessit’s just afunction of

5 cheaper. 5 what evidence iscdled at the time, et

6 MR.PELLY: 6 cetera. | mean, maybe things were different,

7 A.lwouldn't characterizeit as pushing back. 7 you know, but now parties are looking at it.

8 We're talking an aternative position, | 8 MR. PELLY:

9 wouldn’t characterize it as "pushing back". 9 A. Andwe aso haveto factor into that, | think,
10 JOHNSON, Q.C.: 10 in terms of the overall view of rate payers, |
11 Q. Right, but you know, from the customers' point 11 mean the fee used to be, and it’s put forward
12 of view, they’d want it as cheap as possible. 12 in our evidence that there's been a
13 Would Hydro bein favour of afee that would 13 significant savingsfrom us going back to
14 be as cheap as possible, the one that provided 14 ensure the fee was adjusted to market because
15 apportionment? 15 it used to be 100 basis points, now it's 25 to
16 MR. PELLY: 16 50.

17 A.l think what we're saying here, in any 17 JOHNSON, Q.C.:

18 regulatory decision, you're balancing two 18 Q. So since you've done the Scotia study, you're
19 things. You're balancing, making sure that 19 now convinced that the old fee was too high?
20 the utility is recovering its costs; on the 20 MR.PELLY:

21 other side, making sure that, of course, the 21 A.No, the old feewaswhat it was, we adjusted
22 natural trade off of that iswhat the impact 22 itto market. It wastoo high for current

23 on rate payersis, and what we're saying at a 23 market conditions which iswhy we corrected
24 25 to 50 basis points valuation, putting aside 24 it.

25 thefact that there's two expertswho have 25 JOHNSON, Q.C.:
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1 Q.Canl refer the panel to section 3.1 of the 1 function of how that directive isintended to

2 finance evidence? Atline 4 and thisties 2 work, isthat fair?

3 into the claimed entitlement for 8.85 percent 3 MR.PELLY:

4 returnin 2014. It says, "Hydro's amended 4 A Agan, | would defer to legal counsel there.

5 application is based on a 2014 test year for 5 JOHNSON, Q.C.:

6 the purposes of recovery of a2014 revenue 6 Q.Okay. And as regards to 2014 revenue

7 deficiency and is based on a2015 test year 7 deficiency, | takeit that out of the and

8 for the purpose of setting rates for 8 we're talking about the 2014 revenue

9 customers'. So, just to be clear, | guess, as 9 deficiency of 45.9 million, again | guess for
10 an obvious point at this point that 2014, that 10 therecord we cango to Table 3.1 of the
1 test year isnot being put forward for the 1 evidence? So, | take it from thisthat about
12 purpose of setting rates for customers, right? 12 twenty two and a half million dollarsistied

13 MS. RUSSELL: 13 up with the assumption that Hydro would be
14 A. Correct. 14 entitled to an 8.8 percent return in 2014, is

15 (12:45 p.m.) 15 that right?

16 JOHNSON, Q.C.: 16 MS. RUSSELL:

17 Q. Now if we turn up the directive which isat 17  A.Yes.

18 CANLH 024 Attachment 4. Thisisthe directive 18 JOHNSON, Q.C.:

19 OoC 2009 063 Where it states that the 19 Q. So, | takeit from this that about twenty two
20 Lieutenant Governor in Council is pleased to 20 and a half million dollarsistied up with the
21 direct the Board of Commissioners of Public 21 assumption that Hydro would be entitled to an
22 Utilitiesto adopt policies as folllowsfor 22 8.8 percent return in 2014, is that right?
23 al future general rate applications by 23 MR. RUSSELL:
24 Newfoundland and Labrador Hydro commencing 24 A.Yes
25 with the first general rate application by 25 JOHNSON, Q.C.:

Page 186 Page 188

1 Newfoundland and Labrador Hydro after January 1 Q. Okay. Now, | just wanted to bring you down to
2 1,2009. Andin Clause 1, "in calculating the 2 Section 3.2 of the evidence starting at Line

3 return on rate base for Newfoundland and 3 11. Now, thisstates"a revenue deficiency

4 Labrador Hydro to set the same target return 4 occurs when existing rates are not adequate to
5 on equity as was most recently set for 5 recover the prudently incurred costs of

6 Newfoundland Power through a genera rate 6 operating utility. Hydro has not adjusted its

7 application or calculate it through a 7 base rate since 2007. However, Hydro's costs
8 Newfoundland Power automatic adjustment 8 have been steadily increasing since 2007. And
9 mechanism. And the Newfoundland and L abrador 9 therefore, 2014 revenue based on existing
10 Hydro is entitled to earn annually arate of 10 ratesis not sufficient to cover the current

11 return equal to the weighted average cost of 11 costs of supplying electricity to customers.

12 capital", et cetera. Now, | just want the 12 An the inadequacy of revenues to cover current
13 Panel’s perspective on if Hydro is not 13 costs has resulted in revenue deficiency of
14 applying to set rates using a 2014 test year, 14 55.9 million". Do we take from this

15 okay, what's the theory behind how this 15 statement, particularly that statement that

16 directive would entitle Hydro to an ROE of 8.8 16 the "2014 revenue based on existing ratesis
17 percent for 2014? 17 not sufficient to cover the current cost of

18 MR.PELLY: 18 supplying electricity”, dowe takeit from

19  A. My position on that is that would be part of a 19 that that the current cost of supplying

20 legal interpretation of theoicand | would 20 electricity to customers is 30.5 million,

21 defer that to legal argument. 21 that’s the current costs, is that right,

22 JOHNSON, Q.C.: 22 that’ sthe logic?

23 Q. lsee. So, whether that 8.8 percentin 2014 23 MS. RUSSELL:

24 and the attendant consequences of the 2014 24 A.The30.5isthe-

25 revenue deficiency, you get that, isall the 25 JOHNSON, Q.C.:
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1 Q. Yes, that's theamount that isin the 2014 1 MS. RUSSELL:
2 test year for return on equity. 2 A.And basically that again goes back to the oc
3 MS. RUSSELL: 3 with the 8.8 that we have.
4 Q. Intheprevioustable? 4 JOHNSON, Q.C.:
5 JOHNSON, Q.C.: 5 Q.Yeah like-
6 Q. Right. 6 MR. PELLY:
7 MR. PELLY: 7  A.Thisisbased on an interpretation -
8 A.lt'sactualy in Table 3, there you go. 8 JOHNSON, Q.C.:
9 JOHNSON, Q.C.: 9 Q. Solely on an interpretation of that, right?
10 Q. Table3.1. 10 MR. PELLY:
11 MS. RUSSELL: 11 A.I’mnot going to disagree with that.
12 Q. Canyoujust scroll back up for one second? 12 JOHNSON, Q.C.:
13 This statement refersto that the current, 13 Q. Right, and if we could just turn up page 22 of
14 like the 2007 test--2014 was put forward as a 14 the Grant Thornton report and particularly
15 test year, not asa year to set rates, but 15 Table9. Inyour actual 2014, thisis Table
16 2014 and ’ 15 were both test years in this GRA 16 9, Return on Book Equity, and there might be a
17 and the numbers that were put forward did 17 dlight difference between book equity and
18 include the 8.8 percent in there. 18 regulated equity, would that be fair?
19 JOHNSON, Q.C.: 19 MS. RUSSELL:
20 Q. Right, and so the, for the 2007 test year, the 20  A. Correct.
21 return on equity would be about 8 million 21 JOHNSON, Q.C.:
22 dollars, right? 22 Q. Butreturn on book equity looksto be5.19
23 MR.PELLY: 23 percent, which would be higher than the
24  A.That'scorrect in looking at the table, yeah. 24 Board's order of 4.47, obvioudy, so it
25 JOHNSON, Q.C.: 25 doesn't look to be, interms of--absent the
Page 190 Page 192
1 Q. Yeah, looking at the table. And why isn’t the 1 order-in-council, there doesn’'t seem to be any
2 current cost of supplying electricity to 2 insufficiency.
3 customers, which incorporates a cost of equity 3 MR. PELLY:
4 of 8 million dollars, sufficient? 4 A Agreed, if you're using the 2007 approved
5 MR. PELLY: 5 return on equity, | would agree.
6 A.Sorry, can you repest the question? 6 JOHNSON, Q.C.:
7 JOHNSON, Q.C.: 7 Q.Yeah. There was discussion about the
8 Q. Yeah. Why isn't the current cost of supplying 8 adjustment to Hydro’ s return on equity between
9 electricity to customers, which are based on a 9 rate cases and | think there was an
10 cost of equity of 8 million dollars, from the 10 acknowledgement yesterday that the Board
11 2007 test year, why isthat inany manner 11 wouldn’t necessarily be bound to keep Hydro,
12 insufficient? 12 if Hydrogot a ROE based on Newfoundland
13 MR. PELLY: 13 Power, the Board wouldn’t be bound to keep
14 A. And we'rejust talking about, to be clear, the 14 that in place if something happened afterwards
15 difference between the 8 million and the 30.5 15 that changed Newfoundland Power’s return on
16 million? 16 equity, right?
17 JOHNSON, Q.C.: 17 MR. PELLY:
18 Q. Right, yeah. What would be insufficient about 18 A.l think again that comes down to an
19 the 8 million? 19 interpretation of the order in council.
20 MS. RUSSELL: 20 JOHNSON, Q.C.:
21 A. The 8 million, that has to do with the return, 21 Q. Okay, so yesterday | thought you believed that
22 that return is based on the 4.47 versusthe 22 the Board had that discretion.
23 8.8. 23 MR. PELLY:
24 JOHNSON, Q.C.: 24 A.With respect to the ROE issue, not the debt
25 Q. Right. 25 guarantee fee issue, sorry.
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1 JOHNSON, Q.C.: 1 may say is appropriate for Newfoundland Power?
2 Q.| mean adjustments to the Hydro’ s ROE between 2 MR. PELLY:
3 rate cases. 3 A lfyourelooking atitfrom the customer’s
4 MR.PELLY: 4 perspective, they wouldn’t want to.
5 A.l would have to go back and check the 5 JOHNSON, Q.C.:
6 transcript. 6 Q. Right.
7 JOHNSON, Q.C.: 7 MR. PELLY:
8 Q. Okay. 8 A.They could just as easily end up in a
9 MR. PELLY: 9 situation where they’re paying in rates less
10 A. Sol agreewith you, subject to checking that, 10 than what Hydro is entitled to.
11 but clearly it’sin the transcript. 11 JOHNSON, Q.C.:
12 JOHNSON, Q.C.: 12 Q. Butwouldn'tit -
13 Q. And | guess, you know, from a point of view of 13 MR. PELLY:
14 principle, like we have a situation now where 14 A.l think you're talking about the specific
15 Newfoundland Power’ s ROE is 8.8 percent, that 15 instance of Newfoundland Power’'s next GRA
16 was set in its most recent GRA, asyou're a'so 16 under the assumption that the ROE is going to
17 aware, Newfoundland Power has an application |17 go down.
18 before the Board which will be goingto a 18 JOHNSON, Q.C.:
19 hearing in the Spring. 19 Q. Weéll no, I'm talking about what’'sfair is
20 MR.PELLY: 20 fair. 1 mean, at least we're basing it on
21 A.Yes. 21 something that's at least beentestedin a
22 JOHNSON, Q.C.: 22 regulatory proceeding, whether it goes up or
23 Q. Where one of the major issues will be the 23 down or sideways or stays the same, but do you
24 return on equity. 24 see that there would be more fairness to that
25 MR. PELLY: 25 approach than just locking Hydro in?
Page 194 Page 196
1 A.Yes, full cost of capital hearing assessment, 1 MR. PELLY:
2 yeah. 2 A.ldon’'t have an opinion either way.
3 JOHNSON, Q.C.: 3 JOHNSON, Q.C.:
4 Q. Full cost of capital hearing, et cetera, so it 4 Q. Soit'snot something, | takeit, that Hydro
5 could be that the allowed return on equity 5 feels strongly about then if you don’t have an
6 goes down, right? And | take it would you not 6 opinion either way.
7 agree with me that from a fairness perspective 7 MR. PELLY:
8 to customersthat it would be somewhat unfair 8 A.You'regoing to haveto chimein here.
9 if the Board, after hearing al of the 9 MS. RUSSELL:
10 evidence of Newfoundland Power and weretobe |10 A.| said yesterday that Hydro’s position would
11 persuaded that their return on equity should 11 beto deal with any changesin ROE during a
12 go down, that Hydro should just keep on 12 GRA, that was in my testimony yesterday. |
13 sailing on through with areturn on equity 13 think | may have been asked, what if the Board
14 that the Board felt was too high for 14 decided to do something, if the Board decided
15 Newfoundland Power, can you comment on that? |15 to do something different than that, that was
16 MR.PELLY: 16 fine. If the Board decided to do something
17 A.If youlook at it over the long run, it could 17 than between GRAsbut Hydro’'s position was
18 just aseasily go, | mean, the next hearing, 18 that ROES are typically dealt with in aGRA.
19 it could just aseasily go up asit could go 19 JOHNSON, Q.C.:
20 down. 20 Q. Okay, but you heard the discussion | just had
21 JOHNSON, Q.C.: 21 with your colleague, now.
22 Q. Yes, so there's some attraction in there being 22 MS. RUSSELL:
23 some symmetry, would you think? | mean, why (23 A.Yes
24 would customers want to pay areturn on equity 24 JOHNSON, Q.C.:
25 to Hydro that’s higher than what this Board 25 Q. Do you see an element of unfairness that could
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1 be worked to the customer if there’ snot a- 1 ratesin place, right? And givenwe have

2 MS. RUSSELL: 2 interim ratesin place, how isit that Hydro

3 A.Againintherespect of if it goesdown, and 3 cansay that it'snot having a reasonable
4 in that case too, it would be--and if 4 opportunity toearn a just and reasonable

5 Newfoundland Power went in, there ROE went up, 5 return in 2015 without this application?

6 then Hydro’ s would go up as well in that same 6 MS. RUSSELL:

7 scenario. 7 A. Sothe problem or the issue with the interim

8 JOHNSON, Q.C.: 8 ratesis that theinterim rates came into

9 Q. Yes, there'd be symmetry wouldn't there. 9 play, like in July, and it was passed, the
10 MS. RUSSELL: 10 peak season would have been the first quarter
11  A.Soin that way it's the balancing back and 11 or thefirst half of the year iswhen Hydro’s
12 forth, so Hydro again, if it follows that, we 12 peak season would be and we did not have any
13 had put forward the GRA but again if the Board 13 rates, the interim rates does not cover that
14 decides to do something different, that would 14 period. Itonly covers a certain month
15 be up to their discussion. 15 period, asix-month period, which is--and
16 MR.PELLY: 16 missed the sort of peak period, so we're
17 A. Agreed. 17 missing--so this application is basically
18 JOHNSON, Q.C.: 18 taking the other, the rest of those costs that
19 Q.| want to ask you about this latest 19 the interim rates does not cover.

20 application, thisamended 2015 cost deferral 20 JOHNSON, Q.C.:
21 application and I'd like to, if we could bring 21 Q. Sothisisdesigned to give another crack at
22 up page 14 of the evidence, | think it's 22 the first six months?
23 Schedule 3 of that application. 23 MS. RUSSELL:
24 MS.GRAY: 24 A.It'sdesigned for recoveries that Hydro has an
25 Q. Sorry, Mr. Johnson, you want page 14 or 25 opportunity to earn the reasonable returnin
Page 198 Page 200

1 Schedule 3? 1 2015 for 2015.

2 (1:00 p.m.) 2 JOHNSON, Q.C.:

3 JOHNSON, Q.C.: 3 Q.How does thisamended 2015 cost deferral
4 Q. Page 14, | thought that was part of Schedule-- 4 application benefit customers?

5 sorry, that’ s fine what you have there, thank 5 MS. RUSSELL:

6 you. Andit says inthat paragraph, under 6 A. From the perspective--what, can you--I"m not

7 Table 6, "Approval of the proposed cost 7 sure of your -

8 deferral of 60.5 million dollarswill provide 8 JOHNSON, Q.C.:

9 Hydro the opportunity to earn a reasonable 9 Q. In terms of a customer, how would their
10 return in 2015 and maintain the Board's 10 interest be enhanced by the approval of this
11 ability totest 2015 coststhroughout the 11 amended application?

12 GRA." Solet’sjust break thisdown for a 12 MS. RUSSELL:

13 moment. First of all, you would agree that 13 A. Waell this particular application isfocused,

14 the Board is presently testing 2015 costs, so 14 we're here on the 2015 test year and thisis
15 it's ability to test those costs have not been 15 for, because again of coming past the December
16 enhanced in anyway by this application, we'll 16 31st timeline of wherewe are for 2015, this
17 accept that, right? 17 would beto defer coststhat we're going to
18 MS. RUSSELL: 18 get an order for at the end of this

19 A. Correct. 19 application, so if there was achange in any
20 JOHNSON, Q.C.: 20 costs, thisis just the deferral. I there

21  Q.Okay. Now in terms of providing this 21 was a change from the order, the final order
22 application, this proposed cost deferral 22 on anything that was given in this particular
23 providing Hydro the opportunity to earn a 23 application, that would be adjusted when the
24 reasonable return in 2015, isn't that what 24 final order came for customers. So customers
25 we'redoing now? | mean, we have interim 25 would only see theimpact of whatever the
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1 Board' sfinal order on Hydro’s GRA. 1 methodology report, report on the RSP, filing
2 JOHNSON, Q.C.: 2 date for its next GRA. Approva of a
3 Q. But how doesthis application put a customer 3 settlement agreement on an interim basis will
4 better off versus just leaving things as they 4 provide Hydro with a degree of certainty with
5 areor to let them - 5 respect to these deliverable dates'. But does
6 MS. RUSSELL: 6 Hydro need afurther degree of certainty? |
7 Q. Wdl, acustomer, by this application, itis 7 mean, you've agreed, presumably the work is
8 no better off or worse off, it isjust a 8 well underway on some of these things.
9 deferral of costs. The customer is not 9 MS. RUSSELL:
10 impacted by this particular application. This 10 A.Yes, they are, yes.
11 application isjust setting up adeferra on 11 JOHNSON, Q.C.:
12 Hydro' s balance sheet. Customers are impacted 12 Q. They are?
13 until when we get the final order, then we 13 MS. RUSSELL:
14 will do up--or whatever the order isthere, 14 A.Yes
15 that’ s what rates will be set on. 15 JOHNSON, Q.C.:
16 JOHNSON, Q.C.: 16 Q. That’snot astrong justification for this, is
17 Q. Would customers potentially have to pay more 17 it?
18 if Hydro gets this application - 18 MS. RUSSELL:
19 MS. RUSSELL: 19  A.I’'mnot sure of the context of that sentence,
20 A.No. 20 but | can assure you that al of the costs of
21 JOHNSON, Q.C.: 21 the studies that were agreed to in the
22 Q.- versusthe status quo. 22 settlement agreement are well underway and
23 MS. RUSSELL: 23 will bedone by the datesthat were put
24 A. No, they will pay whatever comes out from the 24 forward in the settlement agreement.
25 final GRA order, at the end of this 25 JOHNSON, Q.C.:
Page 202 Page 204
1 proceeding. 1 Q. Okay. Just going back to the business about
2 JOHNSON, Q.C.: 2 customers benefitting. Will customers be
3 Q. Andsothen, | guesswhat’s envisioned now is 3 negatively impacted at all if the application
4 afurther process on this application within 4 that you’ re seeking, your amended application
5 this aready ongoing process. 5 is not granted?
6 MS. RUSSELL: 6 MS, RUSSELL:
7 A.Yes and | can't speak towhat the process 7 A.No, there’snoimpact to customers from this
8 would be. That would have to be determined by 8 application. It'sstrictly like adeferral of
9 the Board as to what that process would be. 9 costson Hydro's balance sheet. And what
10 JOHNSON, Q.C.: 10 customers will see will be whatever comes out
11 Q. Yes, okay. Page 13 of the evidence, if you 11 of the final order of the GRA from the Board.
12 could. If you can go down abit further, | 12 That's what customers--once everything is
13 think. Now, I’'m looking for the section--I 13 finalized.
14 thought it wason page 13 whereit talked 14 JOHNSON, Q.C.:
15 about how the approva of the settlement 15 Q. Okay. AndI takeit there issome sort of--
16 agreement on an interim basis would provide 16 the people who arelooking at Hydro' s books,
17 Hydro with a degree of certainty with respect 17 they wantto see somesort of regulatory
18 to deliverable dates, that’ s what I’m looking 18 asset, some sort of deferral account? |s that
19 for. Maybeif we just scroll up abit, there 19 what Hydro is keen to achieve here?
20 you go, that paragraph that’s now at the top 20 MS. RUSSELL:
21 of the screen. "In the settlement agreement 21  A.The reasonfor thisis, again, aswe had
22 Hydro committed to providing a number of 22 talked about--1 talked about yesterday and the
23 reportsand applications by specific agreed 23 fact that the December 31 year end for 2015
24 upon dates. Specifically Hydro committed to a 24 and we're sort of the same position as would
25 marginal cost study, cost of service 25 have been at the end of 2014 with going past--
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and the order will not be before the end of
the year for usto record whatever the impact
of thisGRA. So, this application provides
Hydro with that opportunity to earn that
return within that financial year end.

JOHNSON, Q.C.:
Q. Okay. Mr. Chairman, | think we're breaking
early and before going on, no sense, | don't
9 think. So, if we could stop now.
10 CHAIRMAN:
11 Q. Okay.
12 JOHNSON, Q.C.:
13 Q. Thank you.
14 Upon conclusion at 1:08 p.m.
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1 CERTIFICATE
2 1, Judy Moss, hereby certify that the foregoing isatrue
3 and correct transcript of a hearing in the matter of
4 Newfoundland and Labrador Hydro's Genera Rate
5 Application heard on the 17th day of November, A.D., 2015
6 before the Commissioners of the Public Utilities Board,
7 St. John's, Newfoundland and Labrador and was transcribed
8 by me tothebest of my ability by meansof asound
9 apparatus.
10 Dated at St. John's, Newfoundland and L abrador
11 this 17th day of November, A.D., 2015
12 Judy Moss
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