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LIST OF UNDERTAKINGS 1 July 11, 2003
2 (9:04am.)
1. Undertaking .................... Pg. 86 3 CHAIRMAN:
4 Q.Beforewe begin, | think there’sbeen some
5 agreement reached amongst counsel with respect
6 to argument in this matter and that Ms. Newman
7 isready to put that on the record, please.
8 MS. NEWMAN:
9 Q. Yes, good morning Mr. Chairman and
10 Commissioners. The parties have agreed that
11 they’ll file written argument on July 23rd,
12 that’s a Wednesday, by the usual filing time
13 of the Board, whichis3 p.m. And that will
14 be followed up by oral argument at 9 am. on
15 Monday, the 28th of July. The parties have
16 also agreed that they would be bound by aone
17 hour time limit.
18 CHAIRMAN:
19 Q. Very well. Okay, so if everyone is in
20 agreement with that we'll pass on by and we'll
21 talk about today’s schedule. | think it's
22 everyone's desire totry and finish this
23 matter today asfar as the evidence and cross-
24 examination is concerned and we're prepared to
25 accommodatethat in any way wecan that’s
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1 reasonable. So | think what we'll doiswe'll 1 Barreca.
2 gotill say around 12 noon and see where we 2 MR.BARRECA:
3 are and if we need to break for lunch we'll do 3 A. Good morning.
4 so either 12:30 or 1:00 and then we'll come 4 MR. STEPHEN L. BARRECA CROSS-EXAMINATION BY MAUREEN
5 back inan hour and try and finish this 5 GREENE, Q.C. (CONT'D)
6 afternoon, if indeed we need to do that. So 6 GREENE, Q.C.:
7 we'll see how that works. That'sall | had to 7 Q. I'dliketo turnto page 19 of your pre-filed
8 say unless anyone had any comment on that in 8 evidence dated June 23rd. Actualy, firgt if
9 termsof their scheduling, their flights or 9 you could look at page 18 where you commence
10 whatever. No? 10 your discussion of the east/west microwave
11 HUTCHINGS, Q.C.: 11 interconnection.
12 Q. No, it may be that | may leave a little bit 12 A Yes
13 early in the afternoon and leaveit with Ms. 13 Q. Now that project was approved by the Board for
14 Andrews because she' s going to be dealing with 14 2003, isthat correct?
15 the final Panel inany event, Mr. Chair, but 15  A. That'smy understanding.
16 that won’t affect the function of the Board. 16 Q. My understanding of your evidenceis that you
17 CHAIRMAN: 17 refer to this project even though it is not up
18 Q. Okay, thank you, Mr. Hutchings. When we 18 for approval in 2004 with respect to the
19 finished yesterday, Ms. Greene, you were 19 documentation that was filed for the project,
20 cross-examining Mr. Barreca. Good morning, 20 isthat correct?
21 Mr. Barreca. 21 A. Withrespect to -
22 MR. BARRECA: 22 Q. The documentation that was filed for that
23 A. Good morning. 23 particular project.
24 GREENE, Q.C.. 24 A Yes
25 Q. Thank you, Mr. Chair. Good morning Mr. 25 Q. If I couldturn now thento page 19. If we
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1 look at line 16 on page 19 your conclusion 1 amonthly basis and | thought that they should
2 there is that of the four alternatives 2 possibly look at leasingit ona long term
3 considered, microwave was the least expensive, 3 basis, using an IRU type of contract.
4 isthat correct? 4 Q. Andusing the pricing from the United States
5 A.Yes, maam. 5 which you arefamiliar with, you suggested
6 Q. ltook from your evidence that your area of 6 that the IRU way of getting dark fibre would
7 concern was that one aternative was not 7 be a cheaper aternative, isthat correct?
8 considered and you referred to that beginning 8 A.Yes maam. Potentially could be acheaper
9 online 20, is that correct? 9 dternative.
10 A.Yes maam. 10 Q. Andthat istheonly reason put forwardin
11 Q. If weturn to page 20 of your evidence, you 11 your evidence for questioning the
12 refer to IRUS as away of purchasing the dark 12 justification for that project.
13 fibre, isthat correct? 13  A.Yes
14 A.Yes, maam. 14 Q. Now if you could look, please, at the response
15 Q. Andthereference there as | understand lines 15 to NLH-5 where you were asked what wasthe
16 1to 12 on page 20 is the costing for IRUS in 16 availability of IRUs in Canada, particularly,
17 the United States, is that correct? 17 Newfoundland. And | guessthe referenceto
18 A.Yes,maam, | used cost that | had available 18 the page number had been to your original
19 that were in us dollars and converted them to 19 evidence but in your answer you provided that
20 Canadian dollars. 20 you did not know the availability of IRUSIn
21 Q. And based on that evidence, you conclude that 21 Newfoundland, is that correct?
22 another lower cost alternative hadn’t been 22 A.No, ma am, did not have time to pursue that.
23 considered, isthat correct? 23 Q. If welook at the response to NLH-6 where we
24 A.Wadll, they considered a dark fibre alternative 24 ask you whether you were aware of the pricing
25 but they were looking at leasing the fibre on 25 for IRUs in Canada, particularly,
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1 Newfoundland, and | take from your response 1 proceed.
2 that again youdo not know first, if it's 2 Q. Andyou assumed that a product was available
3 available from NLH-5,and then from NLH-6, 3 here in Newfoundland.
4 you' re not aware of the pricing that would be 4 Al assumed that it should be pursued.
5 available to Newfoundland Hydro for that 5 Q. Andyou don't know whether it has or it hasn’t
6 option. 6 been.
7 A.Yes 7 A.l do not know that.
8 Q. Soyou wouldn't be surprised if | toldyou 8 Q. Thenext project I'd liketo refer youtois
9 that IRUs are not availablein Canada or in 9 the power line carrier one which begins on
10 Newfoundland, would you? Becausethat isthe 10 page 17 of your evidence. Now thatis a
11 information that Hydro has. 11 project where there isan amount before the
12 A Well - 12 Board for 2004, is that correct?
13 Q. Based on your answers to NLH-5 and NLH-6. 13 A.I’'msorry | didn't hear your entire question.
14 A.l would not besurprised if it's not being 14 Q. We just taked about the east/west
15 offered as a standard service, however, | do 15 interconnection of the microwave which is not
16 not know if that has been pursued, if along 16 before the Board, it was already dealt with by
17 term lease as opposed to amonthly lease has 17 the Board, now in the power line carrier, this
18 been pursued. 18 particular one, fundswere approved by the
19 Q. And your objection to the project is based on 19 Board for 2003, is that correct?
20 your experience in the American market. 20 A.Yes.
21 A.l don't know that objection isthe right term 21 Q. Andthere is asmaler portion before the
22 that | used or that--1 don’t believe that’s my 22 Board now to complete the project in 2004, is
23 position that | object to the project, but | 23 that correct?
24 thought that a monthly leasing of a fibre 24 A.Yes, maam.
25 strand would bea very expensive way to 25 Q. If youlook at line 15 of page 17, | take from
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1 your evidence, particularly line 15, that you 1 | was pointing out hereisthat thereisalot
2 agree with the replacement of the power line 2 of research being conducted in PLC technology,
3 carrier? 3 both analogue, digital and even broadband
4  A.Yes, based on the description and given the 4 communications over PLC technology. And
5 fact that most of it has already been replaced 5 that’swhat | was referring to here isthat
6 or--replaced in likekind or replaced with 6 there is such an increased emphasis on
7 portions of the microwave system. The 7 research in thisarea, new found emphasis on
8 remaining portion from the description does 8 research in thisareg, it appears that in the
9 appear to be warranted. 9 next five to seven years we're likely to have
10 Q. If we turnto page 18 wherethe issue that 10 broadband capability, high speed internet type
11 you've raised is the reference to the digital 11 capability over some PLC technology.
12 PLC technology and the high potential for the 12 Q. That'snot available at the present time?
13 pLC technology. Now do | understand fromyour |13 A. That isnot available at the present time.
14 lines4to 7 that the digital PLC technology 14 Q. And inyour opinion, is not likely to be
15 is not now on the market and will not likely 15 available for five to seven years.
16 be on the market for five to seven years? 16 A.Right. Commercialy available. There are
17  A.No, maam. 17 numerous utilities throughout the world that
18 Q. Okay, what do you mean then by lines, well, 18 are conducting broadband pPLC pilot programs at
19 particularly, lines 6 and 7 and then I'll take 19 thistime or trials.
20 you to your responses to some NLH request for 20 Q.Yes, and I'dlikenow actually to refer to
21 information. 21 that. In NLH-4, the question wasto provide
22 A.Digital pLCciscommercially available now and 22 the information that you relied upon that
23 you can check on the internet and you' Il find 23 broadband pLcwould be availablefor high
24 numerous sources for digital systems, aswell 24 voltage electrical utility applications,
25 as new generations of analogue systems. What 25 because you just mentioned that you believe
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1 that the broadband PLc will be on the market 1 to middle voltage, lessthan 69 kV, which
2 in fiveto seven years and we asked you 2 would be for distribution utility. Areyou
3 specifically with respect to high voltage 3 aware of any pilots that are ongoing for high
4 electrical utility applications which is 4 voltage electrical applications which are
5 Hydro'sneedsand I'd just like to refer you 5 Hydro' s requirements?
6 to part of the answer. Unfortunately, the 6 .1 don't have any firsthand knowledge of that.
7 lines aren’t numbered. Y ou mention, actually 7 . The next thing I'd like to talk to you about
8 at the very last line on the page and you just 8 isalittle bit about your background and your
9 referred to it in your evidence, | believe, 9 experience.
10 you mentioned that there are 75 utilities 10 .Yes, ma am.
11 conducting broadband PLC pilot projects and 11 . I understood from the cv that you have filed
12 then the previous bullet above it, you 12 with your pre-filed evidence, as well as your
13 attached a presentation, is that correct? 13 direct evidence yesterday--1 think Mr.
14  A.Yes maam. 14 O'Reilly islooking for the cv for me. There
15 (9:19 am.) 15 is another page before that, Mr. O’'Rellly. In
16 Q. When you look at the presentation as we have, 16 reading, and correct meif I’'mwrong, Mr.
17 it appearsthat the pilot projects were all 17 Barreca, but in reading your pre-filed
18 being done by distribution utilities, is that 18 evidence as well in listening to you
19 correct? 19 yesterday, my understanding is that your
20 A.ldon’t know that. 20 experience has been primarily in the
21 Q.Could I refer you to page 6 of the 21 telecommunications industry?
22 presentation. And there are other references 22 .1 have more experience in the
23 in the presentation, | won't take you to them 23 telecommunication industry than any other,
24 al. Butif you look at the first bullet, 24 yes, ma am.
25 refers to the transmitter receiver is coupled 25 Q.And!| understand that you worked for Bell
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1 South wuntil 1997, which is a 1 consulted or certainly appeared as awitness
2 telecommunications company. 2 in Canada? You have not listed any Canadian
3  A.Yes maam. 3 experience on your resume, in terms of
4 Q. Andthen whenyou went with the consulting 4 testimony.
5 firm for one year from '97 t0’98, | believe 5 A.No, | have not filed any specific testimony.
6 you aso mentioned yesterday that that firmis 6 Q. Couldwelook now at the response to NLH-1,
7 aconsulting firm in technology change, again 7 please. In NLH-1we asked you to outline your
8 primarily the telecommunications industry, is 8 experiencein the design and operation of a
9 that correct? 9 telecommunication system for a Canadian
10 A. |l believe the mgjority of their work isin 10 electric utility whose primary roleisabulk
11 telecommunications but a significant portion 11 grid owner and operator. And I'd also like--
12 of their work are in other industries as well. 12 because you' ve addressed NLH-1,2and 3 all in
13 Q. When| looked at thelist of your testimony 13 the one answer, I'd like to look at the last
14 and | believe, Mr. O'Reilly, if you can 14 paragraph on page 3 of NLH-1. And | believe
15 continue going with the cv, it isthe last two 15 your response to the question indicated that
16 pages of the cv. | wanted you to refer to the 16 you have not beeninvolved in the design or
17 page called "Testimony of Stephen L. Barreca’, 17 the operations of a telecommunications system
18 attached to thecv. When | reviewed this 18 for a Canadian electrical utility or the
19 listing of your testimony, Mr. Barreca, it 19 design and operation of a power system
20 appeared certainly since’99, if not before, 20 teleprotection system or the design and
21 that your evidence has been primarily with 21 operation of power line carrier technology in
22 respect to property evauation, is that 22 high voltage, isthat correct?
23 correct? 23 A.Yes, maam.
24 A.Yes, maam. 24 Q. Areyou familiar with the nature of Hydro's
25 Q. Would this bethefirst timethat you have 25 operationsin termsof thefact that Hydro
Page 15 Page 16
1 operates as an isolated integrated utility in 1 technology and functional requirements, that
2 very challenging geographical areasof the 2 no one individual could possibly understand
3 province? 3 that level of detail. But that that level of
4 A.Yes maam. 4 detail should not be required, you know, to
5 Q. Youarefamiliar with - 5 review a budget proposal.
6 A.Ingenerd, yes, | am. 6 Q. Going back to thefirst page of your cv,
7 Q. When you get into the operation or the design 7 please, Mr. O'Reilly. The very last
8 operation of the systems, isit true to say 8 paragraph, please, on thepage. | seethat
9 that someone would need to have knowledge of 9 you are a member of the Institute of
10 the business operation regquirements as well as 10 Electrical and Electronic Engineers, isthat
11 the environment in which they operate? 11 correct?
12 A.Intermsof - 12 A.Yes maam,| am.
13 Q. Being ableto provide an opinion with respect 13 Q. Now that particular group has anumber of
14 to whether something meets the functional 14 different societies | believe they call them.
15 reguirements of the business. 15 A.Yes
16 A. Well I’'m not sure how to answer that. | think 16 Q. What specific societies are you a member of ?
17 in terms of being able to evaluate the budget 17 A. Communication society.
18 that they put forth, | don’t think you haveto 18 Q. Isthat the only one? Are you a member of the
19 have intimate knowledge of how a specific type 19 Power Applications group, for example, or the
20 of equipment may function, you know, in 20 Industry Applications Group for the electrical
21 detail, | think, understanding--an 21 utilities -
22 understanding at a higher level should be 22 A.No, maam, I'm not. The reason | was thinking
23 sufficient. And that was the point that | was 23 about itisthat onetimel wasa member of
24 tryingto makein answer to this, is that 24 the Computer society aswell but I’m not sure
25 there are so many different aspects of 25 if | stayed in that society,| may have
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1 dropped it last go around. 1 utility communications architecture, for
2 Q. Whichonewasthat, I'm sorry, | missed - 2 putting SCADA systems in 1P networks?
3 A. Computer society, computing society. 3 A.No, maam, I’'m not.
4 Q.But your involvement is in the 4 Q. Areyou familiar with the protocol established
5 telecommunications groupings and not in the 5 by thelEEe Power Engineering Society for
6 electrical power? 6 having SCADA on IP networks?
7 A.Yes, maam. 7  A.No, maam, | am not.
8 Q. Are you familiar with the Electric Power 8 Q. Areyou familiar with the fact that there are
9 Research Institute? 9 anumber of utilities who currently have scaDA
10  A.No, maam, I'm not. 10 and 1P networks?
11 Q. Yesterday you made some commentswithresect (11 A.No, I’'m not. But asl said yesterday, you
12 to SCADA to an IPnetwork and you expressed 12 could put it on an 1P network, provided that
13 some comments or concerns with respect to the 13 you had some kind of guarantee of assurances,
14 ability of putting SCADA on an IP network, is 14 quality of service, necessary response times
15 that correct? 15 aremet. And| mentioned oneway of doing
16 A.Yes | did. 16 that is to put those circuits on an 1P network
17 Q. ltake it thenfrom your previous answers 17 that isnot going to bein competition with
18 that--first | should ask you, I’m sorry, are 18 other administrative dataand other factors.
19 you familiar with the protocol that has been 19 But if you're going to change protocolsand
20 published by the Utility Communications 20 use adifferent protocol, then you would not
21 Architecture on dealing with scADA and IP 21 be using an 1P protocol, would you.
22 platforms for electrical utilities? 22 Q. Yes, and | guessyou’re not familiar with the
23 A.No, maam, | am not. 23 work then that’ s been done by IEEE showing the
24 Q. Areyou familiar with the protocol established 24 cost benefitsof doing that, particularly
25 by the Electric Power Research Institute for 25 putting SCADA on IPthen, are you?
Page 19 Page 20
1 A.No,I’'mnot. 1 capital program and provide regulatory
2 Q. Thank you, that concludes my questions for 2 oversight. Inthisreview, | strived to avoid
3 this witness. 3 second guessing Hydro’ s decisions and limit my
4 CHAIRMAN: 4 commentsto issuesrelating to the Board's
5 Q. Okay, thank you, Ms. Greene. Mr. Hayes, do 5 responsibility for informed judgment.” Could
6 you have any questions of this witness? 6 you give meyour general commentsfirst on
7 MR HAYES: 7 where you see the tide zone between those two
8 Q.No, I don't,sir. 8 concepts, one of micro managing which you seem
9 CHAIRMAN: 9 to agree is not the role of the Board, to the
10 Q. Thank you. Mr. Kennedy. 10 regulatory oversight. And you describeit as
11 MR.KENNEDY: 11 reviewing and approving a capital program as
12 Q. Thank you, Chair. 12 isthe subject matter in thishearing. How
13 MR. STEPHEN BARRECA CROSS-EXAMINATION BY MR. MARK KENNEDY |13 doesthe Board in an operational sensein its
14 MR.KENNEDY: 14 own operations arrive at where that spot isin
15 Q. Mr. Barreca, inyour initial report that you 15 agiven project. Wouldyou say it'son a
16 filed, the one that's revised June 23, 2003. 16 project by project basis or isit a measure of
17  A.Yes. 17 an entire capital project or budget or so on?
18 Q. Downatline 22 of that page, Mr. O'Reilly. 18  A. That'savery difficult question. It could be
19 Actually, you can scroll right so you start to 19 done on a project by project basis or possibly
20 get to 22, yes, that'sgood. You state, "We 20 it could be done at a very high level 1ooking
21 recognize the difficult challenge the Board 21 at the overall capita budget and not
22 must overcome. On the one hand it would serve 22 reviewing specific projects. The benefit of
23 no one to micro manage Hydro and on the other 23 that approach in my mind would be that it puts
24 hand, the Board must meet its legislative 24 more of a burden on Hydro to be responsible
25 responsibility to review and approve Hydro's 25 for the prudence of itsindividua projects,
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1 which as we've seen from the survey we tried 1 responsibility for the capital budget does
2 to conduct across Canada that that’ s typically 2 indeed shift to the Board, because now they
3 how most jurisdictions overseethe capital 3 are approving it and so in approval of that,
4 budgeting processof the utilitiesis not 4 they aregiving testament tothe economic
5 through review and approva of the specific 5 prudence of the project, at least to some
6 budget, but rather, allowing that issue to be 6 extent. So my opinionisthat if you're going
7 dealt within agenera rate case. Herein 7 to do it project by project, if the Board is
8 Newfoundland it's unique in that there's 8 going to approve the budget project by
9 legislative responsibility or legisative 9 project, then we have to have some discipline
10 rules that have shifted some of that 10 in regards to how the budgets are classified
11 responsibility to the Board. If you're 11 and documented so that you indeed can make a
12 looking at the budget from a very high level, 12 judgmental decision or an informed judgemental
13 you know, in totality, then that would be more 13 decision as to whether or not it's prudent to
14 like the traditional approach of just alowing 14 proceed with the capital initiative.
15 it to be handled as part of the general rate 15 (9:34am.)
16 case process. Whereasif you'regoing to 16 Q.| guess, would you agree that there' s at least
17 start looking at it project by project, now | 17 some risk inherent in reviewing Hydro's
18 think that that’swhere we might have some 18 capital budgets or any utility’s capital
19 problems or at least the intervenors have some 19 budgets on a project by project basis of
20 concerns that you can't tell from the 20 missing the forest because you're staring so
21 individua projects if the prudent thing is 21 closely at the trees?
22 being done. And if the Board is going to take 22 A.Absolutely.
23 alook at theindividual projects by project 23 Q.I'm wondering if we could just go, Mr.
24 and approve them individually, then the 24 O'Reilly, to the capital budget application
25 burden, some of the burden or some of the 25 itself, Mr. Roberts direct testimony, page 1,
Page 23 Page 24
1 line 14. Page 1, thereyou go, line 14, you 1 an analysis of the budget’ s overall prudence?
2 can just scroll down. Yes, that full 2 A.lthink it would be. | think if we just took
3 paragraph there. Mr. Barreca, this is a 3 the classifications that Mr. Roberts haslaid
4 description of the capital budget as submitted 4 out here and you saw historical perspective on
5 by Hydro and thenit breaks it down by 5 what the capital expenditures have been, |
6 division. It's indicated here in the 6 think that would be helpful to the Board. If
7 paragraph that of the 34.5 million dollar 7 yOu see one category jump way up or drop way
8 budget, line 16, there, approximately 5. 1 8 down, that would be acause for concern and
9 million or 15 percent of it, and I’m going to 9 aso | think just having the historical
10 abbreviate this paragraph. It's TRO--sorry 10 perspective there would probably inand of
11 Hydro's-the thermal and hydro plants, so 11 itself result in additional documentation from
12 generation. TRO accounts for 12.2 million or 12 Hydro when there was a significant changein
13 35 percent and genera propertiesis 16. 2 13 the trends.
14 million of which 2.4 is for vehicles and then 14 Q. Sowe might see, for instance, that in the
15 the rest is the communications and IT. Okay. 15 case of the telecommunication and IT division,
16 I’m just wondering, would you see as part of 16 if youwill, of the budget, that that could
17 an analysis of the budget, it being beneficial 17 jump in agiven year as aresult of a special
18 to look atthe trends or percentages of 18 project that Hydro is undertaking, the
19 expendituresin agiven areafor the utility. 19 microwave interconnect or inthis case, say
20 So, for instance, is there any rational 20 the VHF project.
21 benefit achievable by looking at the splits 21 A.Yes.
22 inside the budget on a per divison basis 22 Q. So we have to be mindful of that as well when
23 within a utility like this? 23 we're looking at even an analysis from a
24 A.You mean similar to the way Mr. Roberts has - 24 divisional level to determine the
25 Q. Yes, would that be helpful, inyour view, in 25 reasonability of the budget.
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1 A Yes 1 project, then | think it would not be quite
2 Q. Andyou used the word "prudence" a number of 2 appropriateto afford all of the--to afford
3 times in your testimony. And there's a 3 total presumption of prudence to Hydro since
4 principal in regulatory oversight, regulatory 4 the Board has to make the decision. But if
5 principals of accounting which would imply 5 it's more of a review than approva
6 that in certain instances the utility is 6 responsibility of the Board, then | would lean
7 afforded a presumption of prudence whenit's 7 toward giving them the presumption of
8 made its decisions. I’ m wondering whether, in 8 prudence. So | don’'t know that helps.
9 your view, a utility such as Hydro should be 9 Q. You--l suggest by virtue of the difficulty in

10 given the benefit of the doubt, if you will, 10 amost answering that question that it speaks
11 and that a presumption of prudence apply to 11 to the difficulty of how far down into the
12 its decision making, which is reviewable, but 12 trenches does the Board get when reviewing
13 nonetheless a presumption that they’ve acted 13 individua projects?
14 in a prudent manner first? 14 A Yes, it certainly does.
15  A.l guessthe conflict that | havein my mind 15 Q. If we take, for instance, the VHF project,
16 again dealswith the level of review and 16 it'saparticularly technical project?
17 approval authority of thisBoard. If there 17 A.Yes Sr.
18 was no review and approval authority of the 18 Q. Initsscope and nature?
19 Board, you know, | would say then by all means |19  A. Yes, | would agree.
20 afford Hydro the presumption of correctness or 20 Q. Clearly, trying to second guess as, to put it
21 the presumption of prudence. I'm not an 21 in your words, Hydro's decision making on a
22 expert at the legidative responsibilities 22 project such asB-71 would require someone
23 that the Board has here in Newfoundland. If 23 with a skill set similar to your own?
24 there is a presumption that the Board's 24  A.ltwould require someonewith askill set
25 approval is atestament to the prudence of the 25 beyond my own.
Page 27 Page 28
1 Q. Andif it's beyond your own, I’d suggest that 1 Board is going to review, then at least let’s
2 it's certainly beyond mine. | can’t imagine 2 see some structure and discipline in the
3 it'sbeyond the Panel’s, but--in deference. 3 project, not to get into the details of second
4 But just foolishly thinking that it might be 4 guessing them asto a central switch versus a
5 at a moment, clearly that makes it very 5 discriminant switching architecture. |
6 difficult to conduct a meaningful project by 6 certainly don’t want to do that. But perhaps
7 project detailed technical analysis of 7 if we had more consistent and maybe adopt some
8 anything that Hydro putsforward as part of 8 standards regarding the economic analysis
9 its budget application, correct? 9 that’ s provided, that would give the Board the
10 A.l would certainly agree with that. Although, 10 ability to look at it, know exactly what's
11 | tried not to second guess them, you know, 11 being done or, you know, ina general sense
12 certainly to some extent | did. But when | 12 see the economics associated with it, afford
13 did, it was to make amore genera pointin 13 them the presumption of correctnessin their
14 that deals with the project descriptionsin 14 selection of aternativesin details and go
15 that the project descriptions, you know, in 15 ahead and approve the project. But it would
16 some cases there was essentially no economic 16 aso give them the ability to perhaps question
17 justification given which, to me, you know, 17 some discretionary projects that are not
18 you're either going to approveit on blind 18 needed to maintain the operations of the
19 faith, and if that be the case, then maybe we 19 business, but they do add value to the Company
20 shouldn’t even be here, noneof us. And if 20 and to the consumers of their system. It
21 the Board were to approve Hydro's budget on 21 gives them the opportunity to look at those
22 blind faith, perhaps that would be a way to 22 and if that happens to be ayear when the
23 shift all the responsibility back to them and 23 budget is higher than the trends indicate, the
24 be more consistent with the rest of the 24 question, well, maybe can we defer this one.
25 jurisdictions in Canada. However, if the 25 Q. Soif I gather your evidence correctly and
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1 your position in general, isthat your main 1 A.That'scorrect. That oneisa concise project

2 beef, if you will, with the budget application 2 dealing with primarily non-discretionary--1

3 as proposed, in the manner that it’ s proposed, 3 say primarily because the aspect of expanding

4 isthat in some instances the projects cover, 4 it could be considered discretionary, but we

5 asyou've described it, both essentia and 5 could address that within the same project

6 nonessential elements toit, aspectsof an 6 with separate little, you know, economic

7 overall project that you feel would be easily 7 analysisor perhapsif itisa significant

8 warranted because of their essential nature 8 inconvenienceto theline crews maybe even

9 involving safety or reliability, for instance, 9 without economic analysis that, you know, we
10 but that there are other aspects of the budget 10 just can't function, you know, with people on
11 which are more discretionary in nature and 11 the hilltops relaying calls. But that portion
12 that you can't sift between the two of them? 12 of itisasmall portion of it and that would
13 There' s no way to separate the wheat from the 13 be discretionary, but the bulk of the project
14 chaff from your perspective, because of the 14 would not be.

15 level of documentation provided? 15 Q. Just whilewe'reon B-71, | asked one of the

16 .Yes, sir, that’show | felt. 16 Hydro witnesses about the sort of best

17 .Butin a project like the VHF replacement 17 scenario thinking inthe case of a project

18 project, B-71, that's not one of those 18 involving--that’ stechnical in nature, asis

19 examples, is it? It's acaseof thisis- 19 B-71, and that you're aways chasing the

20 there' sno discretionary itemin there? If 20 technology, if you will, tryingto get the

21 you take the assumption that the VHF systems 21 best price to performanceratio at the given

22 needsto be replaced, well, then,it’'s no 22 moment whereyou go to tender, where you

23 longer discretionary, so now we're dealing 23 actually buy. Sowould you agree with the

24 with a particular objective that’s being 24 proposition that in the case of technical

25 achieved with the whole project? 25 projectslike B-71 that there needsto be
Page 31 Page 32

1 extraflexibility afforded to the utility so 1 changing in this field, and so exactly what

2 that they can get the best price to 2 you’ re saying should be a cause of concern.

3 performance ratio at the moment that they go 3 Q Andinthat instanceif | was Hydro and | was

4 to the supplier, that the technology is 4 looking at needing to replace my VHF system,

5 changing so fast that it requires that 5 leaving everything elseto the side, | could

6 flexibility? 6 try to hedge my risk on technical obsolescence

7 A.Yes, | would agree with that. 7 by leasing systems as opposed to buying

8 Q. Theother question | wasgoing to ask youis 8 systems, correct?

9 that in the case of--again, using B-71, that 9 A.Yes, that's astandard consideration that most
10 we're doing areplacement of VHF system, 10 people--alot of companieslook at, especially
11 presumably it’s going to have--the new system 11 in high tech areas where things are changing
12 will have a expected life of something similar 12 rapidly.

13 tothe existing ones, say, 15years. This 13 Q. That by leasing a system or technology,

14 aso creates somewhat of a dilemma, doesn’t 14 whatever it is, that I'm now down loading the
15 it, where you're buying technology that is 15 risk of technical obsolescence on whoever
16 subject to rapid change and yet, what you're 16 ultimately is the owner of that equipment?

17 buying, because of its size, scope and 17 A.That'scorrect. Andyou can structure those
18 expensg, it's something that you've got to 18 leases sometimes so that your leasing

19 live with for the next 15 years? 19 capability and functionality asopposed to

20 (9:49 am.) 20 leasing equipment and then as long as you, the
21  A.Yes Andthat’sacaution and concern that | 21 consumer, get the servicesthat you desire,

22 personaly have with this. But you know, 22 you don’t recall care how they accomplish it.
23 that's not reflective of anything 23 Q. Andso, in the case of where ownership of a
24 inappropriate on Hydro’s part. It'sjust in 24 technology or asystem is being put forward as
25 general, you know, we do have alot of things 25 an objective, asisthe casein B-71, that's
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1 something that should be taken into account, 1 non cash items?
2 that the risk of technical obsolescence is 2 A.Yes. But basically he'ssaying that the
3 coming with the ownership? 3 target isto beinternally financed.
4 .Yes, gr. 4 Q. Correct. Sowould the use of such anindicia-
5 . Mr. Roberts' testimony included referenceto 5 -well, let meask you thisquestion first.
6 using collars or financial indices for what an 6 Have you, in your travels, come across
7 appropriate level of acapital budget is. He 7 utilities or companies in general using
8 was cross-examined on thispoint by counsel 8 similar indices to measure the pudency of its
9 for the Industrial Customers. And it's 9 overall capital budget?
10 actually--Mr. O'Rellly, it's a page 4 of Mr. 10 . Yes. | think asageneral rule of thumb most
11 Roberts direct testimony. This is the 11 utilitiesthat | have been acquainted with
12 guideline that he refers to, Mr. Barreca. 12 over the yearsdo consider being internally
13 Right there on line 1, the guideline that has 13 financed to be an objective. As Mr. Roberts
14 been used for several years is that the 14 pointed out, it needs to be treated asarule
15 capital program should not normally exceed 15 of thumb. There are other factors that you
16 cash flow from operations that consist 16 have to consider, for instance, your past
17 primarily of net income depreciation and some 17 depreciation rates, were they higher than they
18 other non cash items. Then the target for the 18 should be or lower than they should be. And
19 last couple of years hasbeen to keep our 19 by should be | mean were they higher than what
20 capital expenditures to the level of 20 you eventually realized it should be. In
21 depreciation, which is 34 million for 2004. 21 other words, | made my economic lives, my
22 He described the depreciation expense being 34 22 depreciation lives, | guess at them that they
23 million and then that would be the bottom of 23 were-- said--I used a12 year life and it
24 the range and then top end of the range would 24 turned out the life was actually 15. Well, |
25 be the net income depreciation and then some 25 would have been accruing depreciation more
Page 35 Page 36
1 rapidly than | probably should have been. So 1 financing levels. A power utility does have
2 those things can influence the level of 2 technological change, aswe saw in all these
3 depreciation, how fast you've been 3 telecommunication projects. The kind of
4 depreciating in the past. And so, you could 4 technological change that I'm talking about
5 be in a situation where your current level of 5 would be technological change similar to what
6 depreciation probably should be higher or 6 telecommunication companies faced in the early
7 lower, and so that would influence whether or 7 90swhere they had a metallic cable based
8 not you want to--how firm that target should 8 analog network and they had amoveto afibre
9 be. In addition, you have to look at growth. 9 opticsdigital network, and also going from
10 If you'rein agrowing economy requiring the 10 narrow band demand to broadband demand. This
11 additions of new plant, you would expect that 11 meant a major change in al of their
12 you would out spend your depreciation, 12 infrastructure or the vast magjority of their
13 assuming your current depreciation level is 13 infrastructure, and that put pressure on
14 appropriate and where it should be. Then you 14 capital budgeting in that they needed to spend
15 would expect that if I'min ahigh growth 15 alot of money. | do know that the telephone
16 area, that | need to--in al likelihood, | 16 companiestried very hard to stay internally
17 would need to out spend my depreciation to 17 financed, but when you're faced with that, |
18 accommodate the new stuff, not just replace 18 don’t know that you can. So there are factors
19 theimbedded stuff. And then | think the 19 you have to consider in dealing with that
20 third factor that comesinto play in dealing 20 particular target, but in general, thatisa
21 with that particular target had to do with 21 target that most utilities utilize, certainly
22 technological change. If you're in an 22 al the onesthat I'm familiar with utilize,
23 industry that is facing a major technological 23 and they treat it as Mr. Roberts suggested, as
24 change, you may haveto greatly exceed your 24 arule of thumb.
25 current depreciation levelsor your internal 25 Q. Soyour exampleof adisruptive technology
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1 causing stranded assets is not something that 1 to use, acollar to use?
2 would necessarily imply (sic.) directly to 2 A.Yes In thecontext at which hesaid it
3 Hydro except in sofar asthat they do have a 3 should be considered, | would agree.
4 telecommunications part of their operations, 4 Q. Okay. That'sal the questions | have, Chair.
5 for instance? 5 Thank you, Mr. Barreca.
6 .Yes. 6 A. Thank you.
7 .1 guess, too, that there'sinthe case of a 7 CHAIRMAN:
8 utility like Hydro, which is the main 8 Q. Thank you, Mr. Kennedy. Mr. Hutchings,
9 generator on the island, that sometimes 9 anything on redirect?
10 generation projects such as one that’s about 10 MR. STEPHEN BARRECA RE-EXAMINATION-IN-CHIEF BY HUTCHINGS,
11 to come on stream, Granite Canal or of such a 11 Q.C.
12 size, that that’ s going to bring them, from a 12 HUTCHINGS, Q.C.:
13 budgetary perspective, way offsideof this 13 Q. Just acouple of points, Mr. Chair. Mr.
14 rule of thumb guideline? 14 Barreca, Mr. Kennedy was asking you about the
15 . Absolutely. 15 VHF project and you indicated that the bulk of
16 . But generally, you would cotton to the idea of 16 that project was not in itself discretionary.
17 using financial indices of some sort in order 17 Would the timing of that project be
18 to be able to see whether the budget is coming 18 discretionary?
19 in at areasonable level? 19  A.Yes. Yes, thetiming would be discretionary.
20 . Yes. | think it would be--it certainly would 20 How you achieve--how you achieve the objective
21 be appropriate to incorporate those type of 21 would be discretionary in that you'd have to
22 indices into your decision making. 22 consider the alternative seeking the low cost
23 Q. And is the onethat Hydro is using, as 23 or themost efficient alternative. 1 mean,
24 detailed by Mr. Roberts there at page 4 of his 24 that's a discretionary portion of it. Butin
25 testimony, in your view, areasonable indicia 25 general, the project is somewhat non-
Page 39 Page 40
1 discretionary in that if it needs to be done, 1 that generates or transmits electrical power
2 it'scritical, we haveto do it. 2 or is that a communication system?
3 Q. Okay. Mr. Kennedy was asking you also about 3 A. Tomy knowledge, it's a communication system.
4 the notion of the presumption of prudence and 4 Q. Yesh, that'swhat | thought. Thank you, sir.
5 so on, and you said that that was a concept, | 5 That'sal | have, Mr. Chair.
6 think, that you had come across. Have you 6 CHAIRMAN:
7 dealt previously with capital budgeting in a 7 Q. Thank you, Mr. Hutchings. Mr. Martin? Mr.
8 jurisdiction where the legislation required 8 Powell.
9 enforcement of the least cost alternative? 9 MR. STEPHEN BARRECA, CROSS-EXAMINATION BY COMMISSIONER
10 .| don't think so. However, | do know that in 10 DONALD POWELL
11 some of the jurisdictions that | wasinvolved 11 COMMISSIONER POWELL
12 with when | was working at Bell South we were 12 Q.| haveacouple of comments. Thank you, Mr.
13 required, not by legidation, but by 13 Barreca. Obvioudy a person with quite afew
14 regulatory rulesissued by the public service 14 expertise and skills. Interested--when legal
15 commissionsto do the most economical. And 15 counsel was questioning our expertise in
16 so, that's somewhat related to what you're 16 communications and technology, | was smiling
17 talking about. But | haven't worked with a 17 to myself because my greatest fame to those
18 jurisdiction that | know of where it was 18 expertise isthat | didn't buy aBeta, |
19 mandated that the least cost alternative be 19 bought avHs. And | have friends of mine that
20 selected, at least not to my knowledge. 20 keep wondering whether | have some expertise
21 Q. Okay. And just getting back to one point that 21 that--it’s just like trying to pick the stock
22 Ms. Greene was discussing with you, there was 22 market, | guess, in telecommunications. You
23 reference to the SCADA system which | believe 23 canget awholelot of expertsto tell you
24 Mr. Downton told uswas supervisory control 24 where you should go and then after the fact
25 and data acquisition. Now, isthat asystem 25 you'll know exactly whereyou'regoing. My
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1 question, like, the issue on the communication 1 IRU’S, | think, whether they existed, but from
2 thing, thisis more of acommunication issue 2 your perspective of the processin terms of
3 as opposed to a hydro electrical issue, isit 3 documentation?
4 not, the VHs (sic.) and--these things are more 4 .Yes, sir. My principal point is a
5 common to the communication industry as 5 documentation issue. To be quite frank, |
6 opposed tothe part of providing--all the 6 don’t--1 can’t make a judgment on any of these
7 toolsof providing least cost electricity. 7 projects, whether they’ re right or wrong. My
8 But the VH system, they’'re more of a 8 main point isthat in many of these projects
9 communication issue as opposed to - 9 that | looked at, | could not tell from the
10 A.Yes, | agree. | agreethat they're morea 10 documentation if it wasagood project or a
11 communication issue. But asyou pointed out, 11 bad one. | could not tell. In some cases
12 they areintegrated into the delivery of the 12 there was no--very sketchy economic analysis.
13 power services. 13 And in some cases | thought they were throwing
14 Q. Obtaining a proper analysis of, from our 14 out termsand stuff, internet, integrated
15 perspective, the VHS--VHF system, you would 15 systems or platforms, whatever, and all that
16 seek out people with expertise in 16 sounds wonderful, but where' sthe beef, you
17 telecommunication as opposed to experts in 17 know, where's the meat of it, why should |
18 hydroelectric? 18 approve this expenditure? And in some cases |
19 A.Yes, sir. |think it would certainly be 19 have very difficult--l personaly had
20 prudent to do that. 20 difficulty in trying to seeif | wasin your
21 (10:04 am.) 21 position, could | approve this or not. That
22 Q. The other area there reading through your 22 was my beef, was primarily documentation.
23 testimony, that | gather the question ismore 23 Q. Alsol think aslegal counsd just mentioned,
24 of documentation rather than it’sright or 24 that Hydro could have comein here and they
25 wrong or whether it--it was some question the 25 could have laid down an awful lot of beef, to
Page 43 Page 44
1 use your expression, and it probably only 1 . Yes, just confuse theissue even more, yes.
2 would have confused the Panel more than it 2 What | was trying to suggest, with respect, |
3 would have helped. So based on your 3 was trying to suggest to the Board was that
4 experience, is there--and if Hydro is 4 there are acouple of things the Board could
5 anticipating that problem, you know, how much 5 do that would not necessarily overburden Hydro
6 sizzle and how much beef you get, would there 6 or the Board, especially with alot of detail
7 be any group that Hydro could sent that plan 7 and minutia, would be to establish some
8 off to come back and give the Board assurances 8 classification for budget items. And | used
9 that that’ s the way to go or isthis just one 9 the Manitoba, | wused their three
10 of those judgmental things that werely on 10 classifications. | think Mr. Roberts,
11 their best effort and they’ve done their 11 athough he was answering a different
12 homework? 12 question, he has suggested safety is number
13 A.If | understand your gquestion, you're saying 13 one. | believe next was legal and
14 isthere a group that Hydro could send their - 14 legislative--legal and regulatory compliance,
15 Q.Yes 15 followed by maintaining the operations of the
16 A. - project proposal to that could then go and 16 business. | think the last one, although he
17 evaluate - 17 never put atermonit, | think probably was
18 Q. Yeah. Asrespect tothe telecommunication 18 more discretionary, something along those
19 part and not the - 19 linesasfar asclassification. | think in
20 A.No, sir - 20 and of itself just having the classification
21 Q. Or would you always have that problem? If we 21 is going to improve the documentation. But we
22 could bring in five different experts and we'd 22 could argument--augment that with one
23 get five different opinionsand then we' d-- 23 additional clarification in that for some of
24 faced with the dartboard mentality in the 24 theseitemsthat are routine in nature, like
25 sense of - 25 handling new growth or movement of customers
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1 from one area to another in the normal 1 through all the technical details or examine
2 replacement of the operations we wouldn’t--the 2 al the technical detailsand also allow you
3 Board may not require an economic analysis, 3 not to stray too far into micro managing
4 but maybe a historical track record of 4 Hydro's business, which | think would be a
5 movement or growth versus capital 5 mistake. So | think that we can do something
6 expenditures. For safety and maintaining 6 that would improve the process significantly
7 legal and regulatory compliance, you don't 7 without going to the extreme of seeing al the
8 have to have an economic analysisthat tells 8 detailsand having to have consultantslike
9 you you have to do it, because we know we have 9 myself hired to come out here and talk to you.
10 todoit. Theonly thing you haveto seeis 10 It'd be better if you didn’t have to do that,
11 some support for the least cost option that 11 and | would hope that going forward you
12 they’ve selected. And then going down the 12 wouldn’t have to.
13 list to the last one, the discretionary type 13 . It'srareto find a consultant that’ s trying
14 expenditures whereit’s not necessary but it 14 to talk himself out of ajob. One other item
15 doesimprove the efficiency of the operation 15 there, you mentioned about adding value as an
16 in some way, it's additional spending so give 16 issue, | can't remember what context. When
17 us the economic justification for making the 17 you used adding value, would that sort of be a
18 additional spending. | think those two 18 coverall for increasing efficiency or -
19 things, by having--by subdividing the projects 19 . Yes, sir. In some way, shape or form you are
20 into classifications and then trying to 20 adding value to the corporation by increasing
21 outlinethe type of justification that the 21 efficiency or improving a process or providing
22 Board would like to see for each 22 ahigher reliability or even providing more
23 classification, that would, in my mind, it 23 services, but in some way adding value to both
24 would greatly enhance the process without 24 the Company and the consumers of their
25 putting you ina position of havingto go 25 services.
Page 47 Page 48
1 Q. Getting back to our telecommunication which 1 going to venture, you decided you have to make
2 is--and the upgrading electric control centre 2 that decision, wouldn’'t this be the
3 and other IT initiatives that’s in this 3 environment, taking the risk on the other side
4 budget, going back to my Beta/VHS, these are 4 that you probably would get value at alower
5 sort of decisions sometimesyou got to go 5 cost than you may get, say, threeor four
6 ahead afew years before you find out whether 6 years ago when tech was booming and interest
7 you've gone down the right path or not. And 7 rates are higher or should that matter?
8 eventhen| probably get 100 tapes, another 8 . Well, certainly, the interest rate, the timing
9 year, 'm not going to be ableto play them 9 of adiscretionary project, the interest rate
10 anyway, so. By the end of the scheme of 10 will impact that. | know myself | often did
11 things, | probably did make the right 11 economic analysis that solely dealt with the
12 decision. | should have waited 20 years and | 12 timing of the discretionary project. Do | do
13 would have been up to date. So, you' re always 13 it today, tomorrow, five years from now? And
14 going to have to make those decisions and 14 if the interest rate change, then the outcome
15 hopefully if you fall into ahole, it'snot 15 of that analysis would change, moving the
16 too big, but given the market now from what 16 project either forward or backward in time.
17 you read and being informed, probably not the 17 So, theinterest rate certainly playsinto the
18 level that Hydrois, butlow interest rate 18 timing of discretionary projects. It's a
19 environment, right time, if you had to spend 19 little moredifficult in dealing with the
20 money beyond your depreciation model Mr. 20 technological issue. Certain aspects of
21 Raoberts suggested would be thetime, would 21 telecommunications, the market is certain
22 appear to be thetime to be doing this. The 22 depressed. Thereare indications that we're
23 tech industry isin abit of avalley in terms 23 moving out of that, but it’'s certain depressed
24 of--there seems to be more sellers or 24 or has been for the last three years.
25 expertise out there looking for--if you're 25 However, even though the market for services

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

Page 45 - Page 48




July 11, 2003 Multi-Page™ NL Hydro 2004 Capital Budget Application
Page 49 Page 50
1 has been depressed, the technol ogies have been 1 you're going to pay apricein service; you're
2 evolving just as rapidly during the depressed 2 goingto pay a higher price in maintenance
3 period as they did prior to it. So, asfar as 3 because the new technology always has bugs;
4 timing to take advantage of technological 4 you're going to pay apricein cost and other
5 issues, | don't know that thisisany better 5 factors. So, you don't want to beon the
6 timethan any other time. It'sa tough one 6 bleeding edge, you don’'t want to be too far
7 that you haveto deal with. | think, you 7 behind, but you want to buy the latest proven
8 know, the important considerations for a 8 technology, | think, isa general rule of
9 utility like Hydro, | think, isdon’t bet on 9 thumb.
10 proven technologies. Evento the point that 10 Q. My VHs system cost me almost $2,000.00. Thank
11 you might spend alittle bit more. | would 11 you.
12 tend to lean toward getting the newest proven 12 A. | bought acamerathat cost $1,500.00, it'sa
13 technology. And that technology should bein 13 very nice digital camera and the very next
14 service, should be operating at more than just 14 year it was a $1,000.00 cheaper.
15 one or two places so that you are confident 15 Q. That'sall, Chair.
16 that what you buy, even though it may be 16 CROSS-EXAMINATION BY MR. CHAIRMAN
17 obsolete five years from now, but that what 17 CHAIRMAN:
18 I’m buying is going to work and provide the 18 Q. Okay, thank you, Mr. Powell. Mr. Barreca, in
19 functionality | need for the next 15 years or 19 relation to the plan of Hydro which is
20 whatever the life cycleisgoing to be. So, | 20 basically stated in B71 and the VHF and mobile
21 think it'sarule of thumb in autility like 21 radio system. That is, | guess, primarily the
22 Hydro, you wouldn’t want to get on the leading 22 reason you're here as opposed to the other
23 edge. Weusedto useaterm, the bleeding 23 elements of this budget, would that be afair
24 edge. If you want to be first with the latest 24 statement on my part?
25 and greatest, you'regoing to pay a price; 25 .1 don't know that. | was asked to consider
Page 51 Page 52
1 al the1s&T projects and when they gave me 1 thisroom?
2 the material, the VHS wasn't even mentioned. 2 .Nosdir, | haven't. It'satelecommunication
3 Asamatter of fact, | was hesitant to even 3 system with switching equipment, controllers,
4 take the assignment, told them they needed to 4 repeaters. It's not totally foreign to me.
5 go find a consultant with more utility 5 Y ou'd be surprised how common the life cycles
6 experience than myself, but | did agree to 6 are between thistype of equipment and other
7 look it over, over aweekend, and respond back 7 types of telecommunication equipment. So,
8 to them on the following Monday. And | don’'t 8 insofar as the age, the equipment is aged,
9 recall the vHS project being mentioned at all. 9 there’ s no doubt about it. It'snear at its
10 (10:19 am.) 10 average life expectancy. As|’ve noted, that
11 Q. Okay. Well then, that we're on the subject, 11 doesn't necessarily mean that you need to
12 in relation to the project and bearing in mind 12 replace the whole thing, but then it doesn’t
13 what you're expertise has been, do you have 13 mean that you don’t need to replace the whole
14 any comment in respect of the age of the 14 thing. Certainly you had need to take alook
15 system that Hydro hasin place right now and 15 at that.
16 the condition of it? Have you any familiarity 16 Q. And when you talk about and this, | think, was
17 with that at all? 17 in response to a question on re-direct by Mr.
18 A.Yesand no, I'm not that familiar with VHS, 18 Hutchings, that timing would be discretionary
19 mobile radio systems. 19 inrelation to thisproject. What did you
20 Q. Butyou'reonly familiar with respect to the 20 mean by that?
21 record that we have, the evidence that’ s been 21 .What | meant was that we had, in my
22 - 22 discussions, questioning, earlier | had
23 A.Yes | am. 23 conceded that it appears this is not a
24 Q. Yes, you haven't doneany examination of the 24 discretionary project in that it needsto be
25 system outside of what’ staken place herein 25 done, but the timing of what needs to be done
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1 isdiscretionary in the sense of, do | need to 1 the componentsthat are defective now and
2 replace the whole thing now. Dol needto 2 possibly defer replacement of other components
3 replace the switching controllers, one or two 3 until you had an indication that they needed
4 repeatersnow or do | need to replace the 4 to be replaced, however long into the future
5 whole thing now or maybe not do nothing now 5 that was going to be. And so in that context,
6 and replace the whole thing in 2005. That's 6 | do have some concerns about the whole thing
7 what | meant by the timing is somewhat 7 now. | wasn’t convinced in reading it that
8 discretionary. 8 they had made a case, astrong case for
9 Q. So, Hydro hasdetermined, in their judgment 9 replacing it all now. | just don't know. It

10 that the system should be replaced now. Do 10 may be that that is what needs to be done, |

11 you haveany comment onthat decision by 11 just don’'t know.

12 Hydro? 12 Q. Okay. Thank you, Mr. Barreca.

13 A.l guessmy concern would deal with replacing 13 A.Thank you, sir.

14 al the repeater equipment, even though the 14 Q. Ms. Greene, any questions arising?

15 repeaters are near the end of their or at the 15 GREENE, Q.C.:

16 end of the average life, that doesn't 16 Q. No, Mr. Chair. Thank you.

17 necessarily mean that many of those repeaters 17 CHAIRMAN:

18 could not provide adequate functional service 18 Q. Mr. Hayes?

19 for another tenyears. If you're goingto 19 MR. HAYES:

20 totally change the architectures, asthey’re 20 Q. No, Mr. Chair.

21 suggesting may be done, and it forces you to 21 CHAIRMAN:

22 replace al the repeaters, then you're 22 Q. Mr. Kennedy?

23 spending all of the money up front. If you 23 MR. KENNEDY:

24 were to maintain the same or similar 24 Q. No, Chair.

25 architecture, you could effectively replace 25 CHAIRMAN:
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1 Q. Mr. Hutchings? 1 of Mr. Reeves and Mr. Martin, both of them are
2 MR. HUTCHINGS: 2 here?
3 Q.| have nothing further, thank you, Mr. 3 GREENE, Q.C.:
4 Chairman. 4 Q.Yes.
5 CHAIRMAN: 5 CHAIRMAN:
6 Q. Thank you, Mr. Barreca. 6 Q. We'll now break for 15 minutes and that will
7 A. Thank you for allowing me to speak before that 7 give you an opportunity to set up the room for
8 Board. 8 that. Itlooks probably that we may very well
9 Q. Weappreciate your testimony andit's been 9 finish thisby 1:30, is that alikelihood or

10 very informative and very enlightening and 10 am | being too optimistic.

11 certainly gave us alot of food for thought. 11 GREENE, Q.C.:

12 A. Thank you, sir. 12 Q. That'spossibly doable, probably doable.

13 Q. Thank you. 13 CHAIRMAN:

14 A.l hopel get to come back here perhaps under a 14 Q. Okay.

15 better circumstance. 15 MR. KENNEDY:

16 Q. Thank you. If you stay around for the rest of 16 Q. If you're not optimistic, Chair, then it’s not

17 the week, you might seethe caplin rolling 17 hope for the rest of usto be.

18 down in Middle Cove. That’san experiencein 18 CHAIRMAN:

19 itself. 19 Q. Waell, let’'saim at that and if we're going to

20 MS. HENLEY ANDREWS: 20 have some difficulty, we'll know about it

21 Q. And that much more fog. 21 around 1:00 and then we'll deal with it.

22 CHAIRMAN: 22 GREENE, Q.C::

23 Q. That'sright. 1t's10:25, agood placeto 23 Q. Yes.

24 probably do some kind of assessment of where 24 CHAIRMAN:

25 weare. You have a panel to call consisting 25 Q. Thank you. 15 minutes.
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1 (BREAK - 10:25A.M.) 1 the isolated diesel plants.

2 (RESUME - 10:44 a.m.) 2 Q. How long have you been in your current

3 CHAIRMAN: 3 position?

4 Q. Okay, Ms. Greene, areyou ready to proceed? 4 A.I’vebeeninmy current position approximately

5 I'll swear in the panel. 5 eight years.

6 MR. FRED MARTIN (SWORN) 6 Q. How long have you been with Hydro?

7 MR. DAVID REEVES (SWORN) 7 A.I'vebeenwith Hydro in excess of thirty-one

8 CHAIRMAN: 8 years.

9 Q. Thank you. Ms. Greene. 9 Q. Andwhat positions have you held prior to your
10 EXAMINATION-IN-CHIEF BY MAUREEN GREENE, Q.C. 10 current position?
11 GREENE, Q.C.: 11 A.Backin 1972, when!| joined Hydro, | wasa
12 Q. Thank you. Mr. Reeves, what isyour current 12 graduate engineer in a two-year training
13 position with Hydro and what are the 13 program. | moved to Bay D’Espoir where |
14 responsibilities of that position? 14 eventually became the plant superintendent,
15 MR. REEVES: 15 which isthe equivalent to manager today,
16 A. My current position with Hydrois the Vice- 16 where | had responsibility for hydro
17 president of Transmission and Rura 17 generation. In 1985, 1 wentto Churchill
18 Operations. | have responsibility for the 18 Falsas avice-president of operationsand
19 operations, the engineering and the corporate 19 engineering. Andin 1991, | moved back to St.
20 environment as well. Under operations, | have 20 John's as the vice-president of engineering
21 responsibility for the threeregions which 21 and construction, and other duties. Andin
22 span the full province, right fromon the 22 1995, | becamein my current position.
23 isand and in Labrador, and they have 23 Q. And, Mr. Reeves, you've appeared before this
24 responsibility for the transmission lines, the 24 Board on a number of occasions? Is that
25 distribution lines, the standby generation and 25 correct?
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1  A.That's correct. For anumber of Capita 1 aso responsible for revenue metering

2 hearingsand also for thelast General Rate 2 activities and corporate drafting services.

3 Application. 3 Q. How long have you been in your current

4 Q. And | understand unfortunately this'll be your 4 position?

5 last appearance before the Board, at least for 5 A.l've beenthe Director of Engineering for

6 Hydro? 6 seven and a half years.

7  A.That'scorrect, yes. 7 Q. How long have you been with Hydro?

8 Q. Andthat is because you’' ve submitted your - 8 A.I'vebeenwith Hydro amost twenty-nine years.

9 A.I'vesubmitted my resignation and I’ m retiring 9 Q. Andwhat positions have you held prior to your
10 the end of July. 10 current position?
11 Q. Andin fact, agreed to extend for this hearing 11 A. | started as plant engineer in Bay D’ Espoir in
12 at my request. 12 1971. From there| went to the Protection and
13 A.Yes. | was debating whether it was June, but 13 Control Department in Bishop Fals. From
14 | extended to July. 14 there | became plant engineer at the Holyrood
15 Q. When the hearing got postponed. Mr. Martin, 15 Thermal Generating Station. |'ve been the
16 what isyour current position with Hydro? 16 Senior Protection and Control Engineer in both
17 MR. MARTIN: 17 the operations and engineering divisions. In
18  A.l am currently the Director of Engineering and 18 1988, | became the manager of telecontrol, and
19 Transmission and Rural Operations. 19 in November, 1995, | took the position of
20 Q. And what are the responsihilities of that 20 Director of Engineering.
21 position? 21 Q.AndinAugust 1 of thisyear, you will assume,
22 A.My group is responsible for the design, 22 be promoted to Mr. Reeves' current position?
23 construction, and ongoing technical support of 23 Isthat correct?
24 al of Hydro’ stransmission, distribution and 24  A. Please God, | will.
25 generation systems, diesel generation. We are 25 Q. Sothe Board will see you on future occasions?
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1 A.l hopeso. 1 heading are you responsible for on page A-3,
2 Q. Mr. Reeves, specifically looking at the 2004 2 Mr. Reeves?
3 Capital Budget, Mr. O'Rellly, if we could 3 A I'mpartialy responsible under the heading of
4 bring up page A-1 on the screen, please. On 4 administrative, the $2.3 million. Vehiclesis
5 page A-1, there' s a high level summary of the 5 aportion of that of $2.2 million.
6 2004 Capital Budget. Mr. Reeves, could you 6 Q. Mr. Reeves, in section B to the Application,
7 indicate what are the areas of responsibility 7 project justifications are provided for
8 shown on page A-1 that you are responsible 8 projects over $50,000 that are in the areas of
9 for? 9 responsibility that we just reviewed. Were
10 MR. REEVES: 10 those project justifications prepared under
11 A. | have responsibility for the transmission and 11 your direction?
12 rural operations, abudget of $12.1 millionin 12 A.Yes, they were.
13 2004. Also, under general properties, it’s 13 Q. Anddoyou accept these as evidence for the
14 not broken out here, but it will be later, | 14 purposes of the hearing?
15 have responsibility for the vehiclesof $2. 2 15 A.Yes, | do.
16 million of the $16.2 million. 16 Q. Prefiled evidence was filed for the
17 Q. Now if weturn to page A-2 of the Application, 17 transmission and rural operations panel in May
18 IS it correct, Mr. Reeves, that you are 18 of 2003. Do you accept that as your evidence
19 responsible for al the headings shown under 19 for the purpose of this hearing, Mr. Reeves?
20 the main heading of Transmission and Rural 20 A.Yes | do.
21 Operations? 21 Q. Mr. Martin, wereyou involved in the project
22 A.That'scorrect. 22 justifications provided in Section B of the
23 Q. Totaly $12.1 million, $12.2 million? 23 Application for those projects within
24 A.That'scorrect, yes. 24 transmission and rural operations?
25 Q. Now if we could turnto page A-3? What 25 MR. MARTIN:
Page 63 Page 64
1 A Yes | was 1 Director of Engineering. Itis reviewed at
2 Q. And do you accept those as your evidence for 2 that point in time and the information is then
3 the purpose of this hearing? 3 consolidated and it is reviewed by myself and
4 A Yes | do. 4 our directorsin TRO, and we go through all of
5 Q. And similarly, with respect to the pre-filed 5 the projects to determine which ones we will
6 evidence, was this prepared with your input 6 bring to management. Theseare al then
7 and direction? 7 consolidated as part of the Hydro budget and
8 A.ltwas. 8 itis presented to management and I, along
9 Q. And do you accept this evidence as your 9 with my staff, support, justify these to
10 evidence for the purposes of the hearing? 10 management, and as | said a second ago, these
11 A.ldo. 11 are based on safety, environmental,
12 Q. Mr.Reeves, | wonder if you could briefly 12 reliability and possibly cost effectiveness,
13 outline what is your role as a vice-president 13 if there are any that apply.
14 of transmission and rural operations in the 14 Q. And once the budget is approved, what will be
15 Capital Budget processat Hydro, up to the 15 your role?
16 approval stage and then after, once it's 16 A. Our role, once the budget isapproved, isto
17 approved by this Board? 17 ensure that these projects are implemented as
18 MR. REEVES: 18 they are recommended and that the dollars are
19 A.The Capital Budget process starts in the 19 spent accordingly as we' re approved.
20 regions and in engineering and also in 20 Q.AndMr. Martin, asdirector of engineering,
21 planning with respect to our projects. The 21 what role did you play in the preparation of
22 projects are developed either by asset 22 the 2004 Capital Budget?
23 managers or engineersfor improvementsrelated |23 MR. MARTIN:
24 to reliability, safety, and they bring forward 24 A.Inaddition to, as Mr. Reeves said, developing
25 thoseto their regional managersor to the 25 some of the actual proposals themselves, my
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1 group isresponsible for preparing the Capital 1 those problems by installing mid-span
2 Cost estimates, the cash flow schedules and so 2 structures, looking at putting in extra creep
3 on, as well as looking at any potential 3 insulatorsin areas where we anticipate salt
4 aternative there may have been to the 4 contamination and replacing the CLB insulators
5 project. | am thenresponsible with the 5 that we' ve had auniversal problem with in the
6 review of the overall budget package with the 6 eectrical utility industry because of the
7 regional managers and Mr. Reeves prior to it 7 cement growth problem.
8 going to the management committee for 8 Q. Thesecond project, under the same heading, is
9 approval. 9 replace insulators on TL-233 in the amount of
10 Q. Turning now then to page A-6 please of the 10 $1 million for 2004. Could you please briefly
11 Capital Budget application, Mr. O'Reilly. 11 describe that project, Mr. Martin?
12 There are two projects there under 12 . This is again a project to address the
13 transmission. Thefirst, upgrade TL-214in an 13 insulator growth problem that we've
14 amount requested for 2004 of $2.8 million. | 14 experienced with CLB insulators. It's the
15 wonder, Mr. Martin, if you could give a brief 15 second last of our 230 kV circuits that have
16 overview of that project please? 16 these insulatorsinstalled on them, and it’s
17 A.Yes. Thisis aproject that weintend to 17 our intention to replace those next year under
18 undertake to resolve significant problems that 18 this Capital Budget.
19 we' ve assessed with transmission line TL-214. 19 Q. Turning now to page A-7 of the Application,
20 It'sa 138 kV line that goes from Bottom Brook 20 under the heading of Distribution, the first
21 Terminal Station tothe Doyles, Port aux 21 project there is provide service extensionsin
22 Basque area. An assessment that was completed 22 theamount of $1.6 millionfor 2004. Mr.
23 in 2002 indicated there were problems with the 23 Reeves, could you please briefly outline what
24 original design because of the criteriathat 24 this project is?
25 had been used. This project will resolve 25 MR. REEVES:
Page 67 Page 68
1 A.Yes thisis arecurring project that we've 1 on two of our distribution systems, namely at
2 had in our budget forever, | guess, it'sto 2 Bottom Watersand the St. Anthony system.
3 look after the low growth that we have in our 3 These have been identified through our
4 rural systems. It's for new customers, 4 preventative maintenance program as requiring
5 service extensions and street lighting. 5 replacement next year, and that’s what that
6 Q. Thenext onethere isupgrade distribution 6 particular budget proposal covers.
7 systemsin the amount of $1.5million for 7 Q. Thelast project on that page that I'd like to
8 2004. Isthisasimilar type project to the 8 ask you about is the next one, insulator
9 one you just described on service extensions? 9 replacement for $945,000 for 2004. Mr.
10 A.That'scorrect. Thisisagain arecurring one 10 Martin, could you describe that project
11 andit’s to look after the replacement of 11 please?
12 equipment that we find to be defective during 12 .Yes. Again, thisisaproject that’s intended
13 our maintenance inspections, either 13 to replace the CLB problem insulators that we
14 deteriorated poles, damaged conductors. It's 14 have on three distribution systems, namely at
15 also used after say lightning storms to 15 Bottom Brook, Fleur de Lys and South Brook.
16 replace transformers which are abnormally-- 16 . If we could now please turn to page A-10 of
17 sorry, which are replaced due to higher than 17 the Application? Under the heading of
18 normal failure rates. 18 administrative, there are two projects
19 Q. Thenext project there under distributionis 19 described as replace vehicles, one for 2003
20 pole replacement of just under a million 20 and onefor 2004. Mr. Reeves, could you
21 dollarsfor next year, in 2004. Mr. Martin, 21 please give an overview of the vehicle
22 could you describe that project please? 22 replacement program as described there?
23 MR. MARTIN: 23 MR. REEVES:
24 A.Yes. Thisisa project that’s intended to 24 A.Yes. Firstof al, | guess, what we call
25 replace approximately 250 distribution poles 25 2003, this was presented to the Board last
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1 year and it wasto ook after expenditurein 1 like our line trucks, which are not off the
2 2003, this year, for the vehiclesthat we 2 assembly lines and that type of vehicle.
3 could tender and purchaseinthisyear. It 3 Q Thank you. That concludes my direct
4 was also to ook after the vehicles that we 4 examination of the panel.
5 would tender this year, but because of long 5 CHAIRMAN:
6 delivery times, could not be received until 6 Q. Okay. Thank you, Ms. Greene. Mr. Hayes?
7 next year. So that’sthe portion in 2004 of 7 MR. HAYES:
8 $1.1 million. So that’sthe first one. The 8 Q.| have no questions, Mr. Chair.
9 item which is titled 2004 is the same 9 CHAIRMAN:
10 principle, but what we have in 2004 isthe 10 Q. Thank you. Mr. Hutchings or Ms. Henley
11 vehiclesthat we plan to buy next year, the 11 Andrews?
12 ones that we can tender next year and to buy 12 HUTCHINGS, Q.C.:
13 next year, and the second part of that isin 13 Q. We'll besplitting this again, Mr. Chair.
14 2005 isfor the longer delivery vehicles which 14 I'll have afew questions on general matters
15 wewill tender for next year and not have 15 and Ms. Henley Andrewswill be dealing with
16 delivery until the following year. 16 the last couple of projectsinvolving vehicles
17 (10:59 am.) 17 that Mr. Reeves just spoketo.
18 Q. So | understood from your answer that because 18 CROSS-EXAMINATION BY JOSEPH HUTCHINGS, Q.C.
19 of long delivery times, you haveto makea 19 HUTCHINGS, Q.C.:
20 commitment in one year with the vehicle not 20 Q. Good morning.
21 arriving until the next year? |Is that 21 MR. MARTIN:
22 correct? 22 A. Good morning.
23 A.That' scorrect, yes. 23 MR. REEVES:
24 Q. And what type of vehicleswould they be? 24 A. Good morning.
25  A. They would be typically our larger vehicles, 25 Q. lthink Mr. Martin probably spoketo this
Page 71 Page 72
1 project and | just have afew questionson 1 voltage activity, you could have aflash over
2 B27, and this dealswith theissue with the 2 of theinsulator stream and atrip or failure
3 CLB insulators. 3 of theline.
4 MR. MARTIN: 4 Q.Okay. And hasany such incident occurred to
5 A Right. 5 date?
6 Q. If I understand correctly from the operating 6 A.lI'msure therewasincidents that happened.
7 experience information that’ s here, you have a 7 Our performance onthat particular line to
8 preventative maintenance program which goes 8 date has been very good. The budget is based
9 out and teststhese devices and it isthis 9 on thefact that wehave seen increasing
10 testing that has shown up the four percent in 10 failurerates of individual insulators and
11 2000 and six percent in 2001 as defective? Is 11 we're trying to be proactive here to rectify a
12 that correct? 12 problem that we know isgoing to become a
13 A. That iscorrect. 13 major issue and result in major outages to
14 Q. Okay. Have there been any actual failures? 14 that line.
15  A. Of insulators on that line? 15 Q. Soin order to have a significant impact from
16 Q.Yes 16 afailure, | takeit you would have to have
17 A.Yes, there have. 17 failuresin two adjoining insulators? Is that
18 Q. Okay. Andwhat doesthat entail if thereis, 18 what you're telling me?
19 infact, afailure? 19  A. Not necessarily adjoining, no.
20 A.If thereareindividual failuresand they’'re 20 Q. But close to one another?
21 found before they become a problem in a 21 A.Widll, inthe string.
22 particular insulator stream, there is probably 22 Q.Okay. Andwhenyou say astring, how many
23 no problem. Theproblem isif youget a 23 insulators are in the string?
24 couple of theseinsulatorsthat fail during 24  A.Thirteeninsulators. Ona 230kV system,
25 switching or lightning or any other high 25 typically there's thirteen insulatorsin a
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1 string. 1 proactive on this before we start tripping
2 Q. Okay. And how many insulators are we 2 this 230 kV line unnecessarily.
3 replacing here? 3 Q. Yes I'm sorry, | didn't quite follow your
4 A.WEe'rereplacing approximately 15,000. 4 reference to the disc. You say somelineson
5 Q. Okay. Inthisproject or all - 5 which the insulators have already been
6 A.No, inthisproject. 6 replaced have shown up -
7 Q. Justinthisproject? 7 A.Onsomestrings. On this particular line, we
8 A Yes 8 have found insulators that have already failed
9 Q.S015,000 insulatorsand you would have to 9 that we've replaced. Other insulatorsin the
10 have afailure within a string of thirteenin 10 string that were good at thetime, over the
11 order to cause asignificant problem on the 11 last five years, they themselves have failed.
12 system, two failures? 12 Q. Okay.
13 A.Yes. Wédl, | would say two or more, yes. 13 A.Inthat samestring. When| say adisc, I'm
14 Q.Yes 14 referring to an individual insulator, in that
15 A.Yes 15 string of insulators.
16 Q. Okay. 16 Q. Soin thisgroup of 50,000 insulators that
17 A.The problem that we've noticed in our 17 we're talking about -
18 preventative maintenance program isthat we 18  A.I’'msorry, it's 15,000.
19 are obviously seeing anincreasing failure 19 Q.-15,000, I'msorry, yes, 15,000. In the
20 rate overall, but we're actualy finding 20 group of 15,000 insulators that we're talking
21 failed discs now where insulators themselves, 21 about, you have--if your programis correct,
22 in strings that we've tested before and 22 you're showing apotentia, if we have six
23 replaced other discs in. Soit isapparent 23 percent, then that's potential of 900
24 that this is becoming an increasingly 24 defective insulators in the 15,000?
25 significant problem, and we want to try to be 25  A. That are defective right now?
Page 75 Page 76
1 Q. Yes Assumingthat - 1 with the protection on the transmission lines
2 A.No, not necessarily. 2 on the west coast, and we' re moving here from
3 Q.No. 3 an electromechanical deviceto an € ectronic
4 Al can't say that for sure, no. 4 device. Isthat fair?
5 Q. No, no. Butyou did your testing and you came 5 A. That'scorrect.
6 up with six percent defective? 6 Q.Okay. Are youaware of other people who
7 A. Overdll. 7 operate transmission lines inthe province
8 Q. Okay. 8 using the same electromechanical devices on
9 A. Out of that sasmple of about 2,000 insulators 9 their lines?
10 that we tested. 10 A.Yes, and wedo aswell.
11 Q. Right. 11 Q. Yes, okay. Andhow isitthat this project
12 A.Yes 12 now, at thisdate, has a requirement to
13 Q. Soif you applied that percentageto all the 13 proceed in the year 20047
14 onesthat are being replaced now, you'd have 14  A. What we' ve experienced with these 30-year-old
15 potentially 900? 15 relaysisaproblem with calibration. We've
16  A. Sure. 16 had, | believe, ten trips, inadvertent trips
17 Q. Okay. Out of--900insulators out of 11 or 17 of these relays, misoperation of these relays
18 1200 strings, | guess, of 13? 18 inthe last nine years that have resulted in
19 A.Yes, sure. 19 outages. We have been having an extensive
20 Q. Sohave you worked out the probability of 20 program over the last several years of trying
21 there being two defective insulatorsin a 21 to upgrade our protection and control systems
22 string? 22 from the old electromechanical typerelaysto
23 A. No, we have not. 23 state of the art, solid state or
24 Q. All right. If we could look for a moment then 24 microprocessor based relays, and this isan
25 to B29, andthisis the project that deals 25 ongoing part of that initiative, to try and
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1 keep improving and updating the protection and 1 operation of the unit?

2 control systems on our network. 2 A That'sright.

3 Q. Areyou planning to remove the existing ones 3 Q. What's been the nature of these problems?

4 or will you leave those on as backup? 4 A.The problem isthat this particular technology

5 A.Yes wewill. They will be removed. 5 hasindividua adjustmentsfor each of the

6 Q. They’'ll beremoved? 6 analog inputs, the voltages and currentsinto

7 A.Yes. 7 the unit, and our experience recently, and

8 Q. Hasthere been a pattern to these failures 8 over the last several years, isthat these

9 that you've referred to over the past nine 9 keep continually drifting off calibration.
10 years? Arethey equally spread out over the 10 The other problem that we've had is numerous
11 past number of years? 11 times when we've required this thing to
12 A.l honestly can’'t speak to that. | know we 12 operate, it may operate, it may not. Many
13 have had incidents within the last couple of 13 times when it does operate, we only get
14 years where we had misoperation of these 14 partia information, either pre-fault, fault
15 relays. Butto giveyou afeel and asense 15 or post fault, and you need all three bits of
16 for exactly when each of these happened, | 16 information to do a proper analysisof the
17 really don’t know that. 17 system disturbance so that you cantry and
18 Q. Okay. So there€'s noindication that the 18 ascertain what happened.
19 situation is getting worse, isit? 19 Q. Thenext project isB31, which involvesthe
20 A.l don't have any information to arrive at that 20 motor drive mechanisms on the disconnect
21 conclusion. 21 switches, and | believe we had some of those
22 Q. Okay. Turning to B30, thisis the replacement 22 last year aswell, didn’t we?
23 of the digital fault recorder in Bay D’ Espoir. 23  A.Wearedoing thefirst phase this year, yes.
24 The operating experience simply indicates that 24 Q.Youveidentified a potentia safety issue
25 there are continuing problems with the 25 here with respect to the operation of this
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1 switch. Would these switches be used both for 1 not kill the line by just opening a

2 live wire and live line and dead line 2 disconnect. We would open a breaker.

3 switching? 3 Q. Okay.

4 A These switchesare basically usedfor the 4 A Thelinewill beisolated by tripping breakers

5 isolation of abreaker. So when a breaker is 5 and then the breakers themselveswould be

6 taken out of service for maintenance, for 6 isolated by opening these switches.

7 argument sake, the breaker is tripped to break 7 Q.Okay. Sobascaly, the switchesare used

8 the load. 8 essentially for dead line switching?

9 Q. Right. 9 A Yes, if youwill, sure.
10 A. Or de-energize theline, if youwill. The 10 Q. Okay. So I'mjust tryingto relate that to
11 disconnection on both sides of the switch are 11 the degree of potential harm that could result
12 then--or the breaker, are then opened to 12 to an employee in this situation and I think -
13 isolate the breaker, so our personnel can go 13 A . Wdl, asl said, if abreaker is opened and
14 in and work on the breaker in a de-energized 14 the breaker isisolated, it is possible that
15 state. Thelineis typically taken out of 15 one side of the switch is energized.
16 servicethen as well, in the case of aload 16 Q. Okay. Inthe project justification, you refer
17 bus. In aring bus, you could isolate that 17 to regular inspections being carried out to
18 breaker, keep the line in, work on the breaker 18 identify faulty insulators and having them
19 whilethis line isenergized. So they’re 19 replaced prior to in-service failure. Y ou say
20 basically used for isolation of breakers, high 20 "this practice will not completely eliminate
21 voltage breakers. 21 the risks associated with manual switching."
22 Q.Okay. Soitis, infact, the tripping of this 22 Why does that not completely eliminate the
23 switch that kills the line? Am | 23 risk?
24 understanding that correctly? 24 A.Because, | mean, intheinterim of actually
25  A.No. If youwanted to kill the line, we would 25 going in and inspecting the insulator stack
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1 itself, any number of problemscould arise 1 year?
2 that could damage the insulator stack, that 2 A ltis.
3 you would not know about until somebody 3 Q. And that's based on your historical records of
4 actually went in to manualy open that 4 how this comes about?
5 disconnect, and potentialy havethe stack 5 A.That'sright.
6 crash down around your ears. 6 Q.Yes, okay. And B35, equally, the surge
7 Q. Soisthe safety issue that you' ve identified 7 arresters are essentially the sametype of
8 here simply a physical one in the sense that 8 thing?
9 equipment may come loose and harm the operator | 9  A. Same thing.
10 at the time he' s doing the switching? 10 Q. Okay. Thank you, gentlemen. Those areall
11 Al think it's both. We could potentialy have 11 the questions | have, Mr. Chair.
12 an energized stack come down around somebody, |12 CHAIRMAN:
13 or you could potentially have just the 13 Q. Thank you, Mr. Hutchings. Ms. Henley Andrews.
14 insulator stack fail and then the flying glass 14 CROSS-EXAMINATION BY JANET HENLEY ANDREWS, Q.C.:
15 could comedown around you, either one. We 15 (1L:14am.)
16 have had incidents of this, by the way. 16 HENLEY ANDREWS, Q.C.:
17 Q. Okay. And the motor drive mechanism basically |17 Q. Thank you, Mr. Chairman. Mr. Reeves, could we
18 alows youto dothat from amore remote 18 goto, first of all, to page A--the general
19 location? |sthat- 19 properties page, which isA-10, and thisis
20 A.Wewould operate it remotely from our control 20 the vehicle--I'm focusing on the two vehicle
21 room in the terminal station. 21 replacement projects, one of whichiscalled
22 Q. Project B33, replacement of the instrument 22 the "replace vehicles Hydro system, 2003" and
23 transformers, | take it thisis essentially an 23 the other is "replace vehicles Hydro system,
24 annual allotment. There are half adozen of 24 2004." Am | correct that with respect to the
25 these things that need to bereplaced each 25 2003 project, the $1,142,000 that’s shown are
Page 83 Page 84
1 funds with respect to vehicles that were 1 A.Wadll, if by some stretch of the imagination,
2 ordered in 2003 for delivery in 2004? 2 the Board did not approve our second
3 MR. REEVES: 3 alotment, we would most likely have to try to
4  A. That'scorrect, because of long deliveries. 4 cancel those and there would be a cancellation
5 Q. And with respect to the "replace vehicle Hydro 5 fee.
6 system, 2004" you're asking for approval of 6 Q. Sodoyou buildin potential for cancellation
7 the entire $2.262 million? 7 into your tender specifications?
8 A.Basicaly, we'redirectly asking for approval 8 A. Not specifically, no, because we have not had
9 of the one million eighty-one dollars, with 9 aproblem, | guess, in getting the two-year
10 the understanding that we will be tendering 10 approval from the Board in this manner. And
11 next year for vehicles thefollowing year, 11 why we did thisisthat up until a couple of
12 which will not come in place or we will not 12 years ago, we had trouble with carry overs, as
13 receive until 2005, and by that time, we 13 you will remember.
14 anticipate having approval for those dollars 14 Q. Yes
15 prior to receiving and paying for them. 15 A. And what we are anticipating trying to do here
16 Q. Okay. Butthe question that | haveisthat is 16 isto forecast the actual cash flow, the way
17 it anticipated, with respect to the $1,181,000 17 the vehicleswould comein.
18 shown for future years - 18 Q. Okay. Sowithrespect tothe 2003 Capital
19 A.Yes 19 Budget items, the $1,142,000 that'sto be
20 Q.-isitanticipated that they will actually be 20 spent in 2004, have those vehicles already
21 ordered in 2004 or will they be orderedin 21 been ordered?
22 20057 22 A.They are currently--we're getting the--as |
23 A.2004. 23 understand it, we're currently getting the
24 Q.Okay. Sooncethey’'re ordered, they have to 24 requisitions ready to order those.
25 be paid for? 25 Q.Okay. Now I'd like, first of all, to goto

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

Page 81 - Page 84




July 11, 2003 Multi-Page™ NL Hydro 2004 Capital Budget Application
Page 85 Page 86
1 IC-9. Do you have that there? 1 Q. Okay. Well, couldyou check that and check
2 A.Yes | do. 2 the dollar value? (UNDERTAKING)
3 Q. Okay. Andif you'dlook at page 2 of 2 - 3 A Yes, wecan check that, yes.
4 A Yes 4 Q. So subject to that check that you have to do,
5 Q.- thisisthe breakdown of projects contained 5 isit fair to say that only $197,000 of the
6 inthe 2004 Capital Budget where the costs 6 projects that are at B81 and B82--or B81 and
7 would be specifically assigned to one class of 7 B83 is specifically assigned? Everything else
8 customers, correct? 8 would be assigned common?
9 A. Thatiscorrect, yes. 9 A. That'scorrect, yes.
10 Q. Sowhen |look at vehicles, | can seethat 10 Q. Now if yougo to page B81 for a moment, you
11 under Labrador Interconnected, there's 11 have your replacement criteria at the bottom
12 $197,000 worth of vehiclesin total? 12 of the page?
13 A. That'scorrect, yes. 13 A. That’scorrect.
14 Q.| don't see anything for vehiclesin I solated 14 Q. And| seemto recall having afair number of
15 Rural? 15 questions with respect to the replacement
16 A. That'scorrect, yes. 16 criteria at the last hearing, but am | correct
17 Q. Andthere’'s nothing for vehiclesin Island 17 that this replacement criteria was developed
18 Interconnected Rural or for Newfoundland 18 by Hydro?
19 Power? 19 A.Yes. If my memory servesme right, our
20 A.No. 20 transportation people in charge of
21 Q. Arethere any vehicles associated with the 21 transportation, the assets people, | guess,
22 Southern Labrador? 22 went and talked to a lot of the other
23  A.L’anse-au-Loup system? 23 utilities, similar business, and from that we
24 Q.Yes 24 developed this criteria, and | guess, it's
25  A.Not that | recall, but | would have to check. 25 also based on a judgment that we find
Page 87 Page 88
1 ourselvesand the environment that we also 1 Q. Arethereany locationswherethere isonly
2 have to service our customersin the winter 2 one car or minivan?
3 and whatnot, in the cold weather, that we find 3 A.Onecar or one minivan, in the common areas?
4 that thisis areasonable criteria. 4 Q.Yes.
5 Q. Sohowever, with respect to each class of 5 A.lwouldn't say that thereis, off the top of
6 vehicle, you've got an age criteriaand an 6 my head.
7 other criteria? 7 Q. Now generadly speaking, where are these
8 A.That'scorrect, yes. 8 vehicles? Arethey sort of centralized at the
9 Q. And the otheris 150,000 kilometres plus 9 various depots that you have across the
10 maintenance cost and condition of the vehicle? 10 island?
11 A. That'scorrect, and typically we try to stay 11 A. Carsand minivans?
12 within those criterias, yes. 12 Q.Yes
13 Q. But when | looked back at the 2003 Capital 13 A. Therewould be anumber of vehicles herein
14 Budget, it replaced 28 cars, vans and light 14 St. John's -
15 trucks and 17 line and boom trucks. Does that 15 Q.Yes
16 sound about right? 16 A.-a our head officefor peopleto travel
17 A.That'scorrect. That's my numbers. 17 either around the City or bring our staff to
18 Q. Andincluded in those 17 line and boom trucks 18 other parts of the province. There would be a
19 are someof thevehicles that wereto be 19 small number in Whitbourne of cars and
20 ordered in 2003 and delivered in 2004, right? 20 minivans, probably more minivans than cars, or
21 A.Yes. 21 no, probably not, probably there’'s both,
22 Q. Now in the areas that are common, likeso I'm 22 because we have techniciansthat go out and
23 only focused on vehiclesthat aretreated as 23 they could either take a vehicle or aminivan.
24 common. 24 Q. Yes
25  A.Yes, appreciate that. 25  A. Wehavethem in Bishop Falls. We have them in
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1 Whitbourne. Sorry, Stephenville, and | guess, 1 technicians, yes, that’sright.
2 on the common systems, we may have onein Baie 2 Q.So-
3 Verte, but I'm not sure. I'd say mostly there 3 A.Andprobably here in St. John's, as well,
4 are line trucks and pickups and that. There 4 where we have a number of other like
5 may be something there for the technologists. 5 properties, may use apanel van or avehicle
6 Q.Okay. Andisit fair to say that with respect 6 or something to bring some of ther
7 tothe cars andthe minivans, the primary 7 instruments or whatever.
8 purpose of theseisfor transporting people 8 Q. Andin al of those locationsthat you've
9 from one of your offices to another of your 9 mentioned, St. John’s, Whitbourne, Bishop
10 offices? 10 Fals, and Stephenville, there would be more
11 A. That would be afair assumption, but we also 11 than one car or minivan at any given point in
12 use those for our technicians. 12 time?
13 Q. Yes 13 A.lwould ventureto say therewould be more
14 A. And our technicians when they go, they have to 14 than one that we would have in service there.
15 bring alot of equipment for testing. 15 Y es, that’ sright.
16 Q. Okay. 16 Q. Okay. Now if we go to IC-36, having replaced
17 A. And that would be either say protection and 17 28 cars, minivans and light trucks in 2003 or
18 control technicians or it may even be some of 18 as part of the 2003 Capital Budget project,
19 the telecontrol technicians as well, or some 19 let'slook atitthat way, so some of them
20 of the people who are servicing computers. 20 were in 2003, some of them are technically in
21 Q. And where are those technicians located? 21 2004. I’'m going to ignore that part.
22 A.We havetechnicians in Whitbourne, Bishop 22 A.Um-hm.
23 Falls, Stephenville. 23 Q. Sol'mjust going -
24 Q. And St. John’'s? 24 A.It'snot easy to follow.
25 A.St. John's would be the telecontrol 25 Q. Pardon?
Page 91 Page 92
1 A.lIt'snot easy tofollow, andthat’s why we 1  A.That'scorrect, yes. That'swhat we normally
2 triedto put thedates onit, soit'd be 2 drive our self by.
3 easier to follow. 3 Q. Sowhatis thetotal number inthe fleet of
4 Q. Yes, andthat'sgood. Sowhen|’m looking at 4 cars, mini vans, pickups and light trucks?
5 IC-36, I’'m looking at page 2 of 2, andI'm 5 A.Wehave 281 vehicles. Category 1000, 59;
6 looking at that group called replace vehicles 6 category 2000, 152; category 3000, 13;
7 2004, page B-83, $1,081,000. 7 category 4000, 57.
8 A.Yes I'mthere. 8 Q. Okay. And some of those, 59, for example, in
9 Q. Okay. And when | count the number of vehicles 9 category 1000, some of those would not bein
10 under that category, | come up with 37. 10 the common group? Do you know how many you
11 A.l haven't counted them, so I"d trust you. 11 have -
12 Q. Okay. 12 A.No, I'msorry, | don't have that breakdown.
13 A. 37, okay. 13 Q. Okay. And| don't need that.
14 Q. Andof those 37, four, a thebottom, are 14  A. Okay.
15 light trucks? 15 Q. Atleast | don’t think so. So you have--if we
16  A. That'sright, category 3000. 16 go to Ic-36 and we look at the very first item
17 Q. Andtheremainder of them are cars and mini 17 in the second heading, the "Replace Vehicles
18 vans or pickups and service vans? 18 2004"?
19 A. Correct. 19 A.Yes.
20 Q. And whether they’re in category 1000, the cars 20 Q. Thereisacar from 1995, which would make it
21 and mini vans, or in category 2000, which is 21 eight years old?
22 pickups and service vans, the replacement 22 A.That'scorrect, yes.
23 criteriathat you're utilizing is basically 23 Q. Andit'sgot 127,000 kilometres on it?
24 the same, five to seven yearsand 150,000 24 A.Yes
25 kilometres to maintenance and condition? 25 Q. Which, by my calculation, is 15,880 kilometres
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1 ayear? 1 the vehicles. And while they use the
2 A. Again, I'll take your math. 2 guideline that you keep referring to and we' ve
3 Q. Okay. But fromausage point of view ona 3 given you asaguideline, thereisalso some
4 vehicle, that’snot alot per year, wouldn't 4 judgment that we have to make in the selection
5 you agree? 5 of which vehicles we're actually going to
6 A.No. 6 replace.
7 Q. Youdon't agree? 7 Q. Okay. So sinceyou seem to know where each of
8 A.Oh,| agree that’snot alot, but it'sin 8 theseis-
9 Happy Valey-Goose Bay, which is a very 9 A Wadl, I don't know where al of them are. |
10 restricted areafor travel. 10 know where some of them are.
11 Q. Okay. Okay. | wasn't--my question was more 11 Q. Okay. And can you tell me, with areasonable
12 directed at the usage, rather than the 12 degree of certainty, which one of theseare
13 |ocation of the vehicle, so - 13 not common?
14 A.Yeah. But see, what happensin alot of our 14  A.l know that the second oneis--oh, sowhich
15 vehiclesis that the usage that you seein 15 are not common?
16 kilometres is sometimes danted by where 16 Q. Not common.
17 they’re actually located. 17 A.Okay. | hadn't marked down all of them, but
18 Q. Okay. 18 like, number one and number three are both in
19  A. Because when you get downto No. 3, whichis 19 Happy Valley.
20 80,000 kilometres, that's also in Happy 20 Q. Okay.
21 Valley-Goose Bay. 21 A.Okay. And I was doing something like you did,
22 Q. No, and | recognize that. 22 looks like you did, islooked at where we--the
23 A.Yes. Becausel had these same questions when 23 criteriamay bein jeopardy.
24 | was getting ready to come on the stand today 24 Q.Um-hm.
25 and | was talking to my personin charge of 25 A.That'stheones| looked at. What else have |
Page 95 Page 96
1 got here? If 