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1 October 7, 2004 1 might be a bit flexible aswell. And then go
2 (Time: 9:37 am.) 2 till 4:30 this afternoon. So, other than
3 CHAIRMAN: 3 that, | believe there’s some undertakingsto
4 Q. Good morning. | believe, counsel, we have 4 be filed from yesterday.
5 some preliminary matters this morning. 5 GREENE, Q.C.:
6 GREENE, Q.C.: 6 Q. Thank you, Mr. Chair. What our practice has
7 Q. Yes, Mr. Chair, there's two; one is the 7 been during Capital Budget hearings and during
8 schedule for today and tomorrow and the second 8 the General Rate Application isto provide
9 thing is responsesto undertakings that were 9 generally the following day, the responsesto
10 provided yesterday. With respect to the 10 undertakings that we have available and then
11 schedule, in speaking with counsel yesterday 11 that way--for example, in this particular
12 afternoon, there was general consensus that 12 case, counsel for the Industrial Customers can
13 counsel will be prepared to sit today from 13 still follow upin cross-examination if they
14 9:30to 4:30, as well if necessary, tomorrow, 14 deem that necessary with the members of the
15 and | understand from Board counsel that that 15 Panel. Soat thisparticular timewe are
16 issue has been put before the Panel. 16 ready to respond to five of the seven
17 CHAIRMAN: 17 undertakings that were given yesterday. And
18 Q. Yes, it has. | think in that regard, at |east 18 as usual, the number of undertakings and the
19 with regard to today, | wouldn’t want to speak 19 page numbers are not necessarily the same as
20 to tomorrow’s schedule at least at this 20 what’s shown in the transcript, because
21 particular point intime, but for today, | 21 sometimes the transcriber misses where we
22 thought that we would go till--break at 12:30 22 have--we don’t use the word undertaking, but
23 for lunch and reconveneat 1:30. We'll be 23 we do give acommitment to give an answer. So
24 taking a break this morning around 10:45 and a 24 there are actually seven undertakings from
25 break thisafternoon around 3:00 and that 25 yesterday.

Page 3 Page 4
1 Thefirst undertaking, and actually | 1 assuming the plant will be there for the full
2 should say we have acombination, | have 2 year. So that one has been distributed and |
3 written answers to provide to someand for 3 guess it should be marked U-Hydro No. 1.
4 two, | will ask Mr. Martin to indicate 4 CHAIRMAN:
5 verbaly what the answersare. The first 5 Q. Very good.
6 undertaking wasfound on page 126 of the 6 GREENE, Q.C.:
7 transcript yesterday. It relates to the cost 7 Q. The second undertaking that was given
8 benefit analysis that was provided for the 8 yesterday was with respect to the same cost
9 Roddickton Mini Hydro dam. And the first 9 benefit analysis that was filed in response to
10 question with respect to that was, why isthe 10 IC-18,and it related to the explanation of
11 cost for operators shown in theretire plant 11 the capacity number of $13,113 shown on IC-18,
12 aternativein the analysison page 2 of the 12 again, in theretire plant alternative. That
13 response that was provided to an information 13 has been distributed in writing which points
14 request. And the information request wasIc- 14 out that the Roddickton Mini Hydro is part of
15 18. So, | have distributed to the clerk, the 15 the overall capacity and energy capability of
16 written response to that, which indicates that 16 the system. It istaken into account when we
17 the assumption isthat the Roddickton Mini 17 do the lossof load criteria for system
18 Hydro will be in operation for all of 2005 as 18 planning purposes. If theplant isto be
19 we will have to apply to the Board for 19 removed, we will have 400 less kilowatts
20 approval to decommission it and aso apply for 20 available to meet the system requirements. So
21 environmental approval with respect to the 21 in looking at when our next source of capacity
22 decommissioning of the site. And for that, 22 isrequired, itis2011. The$13,113isthe
23 it'stherefor al of 2005 and if you look in 23 levelized annual cost for that particular
24 that alternative, there is no aternative 24 capacity which Hydro will have to provide for.
25 energy required from Holyrood because we're 25 In addition to meeting new forecast low growth
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1 GREENE, Q.C.: 1 thousand; upgrading of the line depot. Again,
2 in 2011, we will be short the 400 kilowatts 2 it's new siding, new windows, replace with a
3 that Roddickton does provideto us. So that 3 steel door, a concretepad. The existing
4 answer has been distributed in writing and it 4 building is already fully depreciated and this
5 should be marked U-Hydro No. 2. 5 work extends the life of the building for 19.9
6 CHAIRMAN: 6 or a total of 36.7 thousand for Sop’s Arm.
7 Q. Verywel. Somarked. 7 And in Baie D’Espoir there is an actua
8 GREENE, Q.C.: 8 extension to an existing building for 60,000
9 Q. Thenext undertaking isfound on page 134 of 9 for the total of 151,000.
10 the transcript and it related to the budget 10 The next undertaking given yesterday is
11 proposal in B-103 where there was work to be 11 found on page 148 of thetranscript and it
12 done at Baie Verte, Sop’s Arm and Bay D’ Espoir |12 related to the criteria for light duty mobile
13 for line depots and sheds. We were asked for 13 equipment.
14 the type of work that was being done with a 14 CHAIRMAN:
15 breakdown. What we have provided in written 15 Q. What was the page number again, Ms. -
16 formis abreakdown for each of the three 16 GREENE, Q.C.:
17 areas. For example, you will see under Baie 17 Q. 148 andit’s shownthereonline21 on page
18 Vertewe havea new storage shedfor 29. 9 |18 148. You realy haveto read above that to
19 thousand. For theline depot, there is new 19 get the sense of what the undertaking is. We
20 siding, new roof, new steel door, new windows. 20 were asked to provide the criteriafor light
21 The building is already fully depreciated and 21 duty mobile equipment. And in this particular
22 thiswork extends thelife of that building 22 case, Mr. Martinisnow ina position this
23 and that’s 24,000 for atotal of 54,000. At 23 morning to advise what our criteriaisfor the
24 Sop's Arm we have asimilar situation as Baie 24 replacement of light duty mobile equipment.
25 Verte. We havethe new storageshed for 16. 8 |25 Mr. Martin, please.
Page 7 Page 8
1 (Time: 9:45am.) 1 GREENE, Q.C.:
2 MR. MARTIN: 2 Q. Thank you. | may haveforgotten. That one
3 A Yes thank you, Ms. Greene. As | mentioned 3 with respect to the line depots in B- 103
4 yesterday, there are some general guidelines 4 should be marked U-Hydro No. 3.
5 that we use for the light mobile equipment. 5 The next undertaking also related to
6 For snowmobiles it's basically an age 6 mobile equipment and it'sfound on page 150
7 consideration.  All of these are age 7 which is undertaking number five. And the
8 considerations; five to seven years for 8 undertaking there is shown on line seven and
9 snowmobiles; five to seven years for ATV'S. 9 it related to whether the proposal for 2005,
10 For light trailers associated with both ski- 10 there were any new light duty mobile equipment
11 doos or snowmobilesand ATV’s, 10 to 12 years. 11 being purchased other--a totaly new item
12 Heavy trailersfor poles, reels of conductor, 12 versus a replacement and whether going to be
13 muskegs and so on, 10to 12 years. And 13 in any new locations. Are you in aposition
14 backhoe attachments which are again less than 14 to respond to that, Mr. Martin?
15 $50,000, again 10 to 12 years. I'd liketo 15 MR. MARTIN:
16 just confirm what | said yesterday. These are 16  A.Yes | am. We do have one additional item
17 again only triggersto have afurther review 17 that is new to our fleet being added to a new
18 of those items andin the end it's the 18 location and that’ s--we have $10,000 in the
19 ultimate condition and maintenance cost and so 19 total of, | believe it’s $260,000 for alight
20 on which will determine whether or not those 20 motorized carrier to be used at the Holyrood
21 are actually replaced. 21 generating station. Again, it's estimated at
22 CHAIRMAN: 22 $10,000. This isasmall motorized vehicle
23 Q. Il don't know if you indicated, Ms. Green, the 23 that would be used in and outside the plant to
24 third written response, that was marked Hydro 24 transport heavy equipment and items such as
25 3, | presume. 25 pumps, any heavy tools and equipment around
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1 MR. MARTIN: 1 CHAIRMAN:

2 the site and including inside the plant at the 2 Q. Thank you.

3 Holyrood generating station. That’s the only 3 GREENE, Q.C.:

4 additional item proposed in next year's 4 Q. Thank you, Mr. Chair, that concludes the

5 budget. 5 preliminary comments.

6 Q. And the otherswill be replacement of existing 6 CHAIRMAN:

7 pieces of light duty mobile equipment, is that 7 Q. Thank you, Ms. Greene. Mr. Coxworthy.

8 correct? 8 HUTCHINGS, Q.C.:

9 MR. MARTIN: 9 Q. Mr. Chair, just in response to what my friend
10 A. Atexigting sites, that’s correct. 10 has presented and specifically with respect to
11 Q. That completes the responses to five 11 U-Hydro 2 where we had asked for the
12 undertakings. There aretwo remaining; oneis 12 explanation of the capacity charge in
13 on page 180, number 6 undertaking which 13 connection with the retirement, potential
14 relates, | call it the reconciliation of B-83 14 retirement of the Roddickton Mini Hydro plant
15 from last year with B-147 from this year, 15 or that scenario in the analysis, | had hoped
16 relating to vehicles and the average age of 16 for some explanation of the calculation of
17 the vehicles being replaced and the average 17 that $13,113 amount rather than ssimply a
18 kilometersfor the vehiclesbeing replaced. 18 statement that it was thelevelized annual
19 And the other is undertaking number seven 19 cost of that particular capacity and just so
20 which isfound on page 190 of the transcript 20 we're on the same page with this, in
21 relating to the transmission line work being 21 connection with the Snook’s Arm penstock
22 done for 2005 under the wood pile management |22 replacement project, there’'sa report at Tab
23 program. We believe we will bein a position 23 G, Section G, Tab 2, that doesasimilar type
24 to respond to them after the break this 24 of economic analysis in respect of the
25 morning, but certainly, today. 25 replacement or retirement of the Snook’s Arm

Page 11 Page 12

1 facility. And that showswhat | think should 1 HUTCHINGS, Q.C.:

2 be asimilar figure or similar--figure derived 2 Q. Toreconcile the number in 1c-18 with the

3 inasimilar fashion for capacity charges, and 3 number in Section G, Tab 2, the "Detailed

4 that relates to 590 kilowatts and the number 4 Economic Analysis' in appendix C of the report

5 is $45,895. So if we could get some 5 on Snook’ s Arm wood stave penstock.

6 explanation of the $13,113 which would allow 6 GREENE, Q.C.:

7 us to reconcile that with the $45,895 - 7 Q. Mr. Chair, |think we'rein aposition to

8 MR. COXWORTHY: 8 respond to the $13,000 if he wants that level

9 Q. Appendix 1, | believe, Mr. Hutchings. 9 of detail for that actual calculation. Mr.

10 HUTCHINGS, Q.C.: 10 Haynes will be speaking with respect to
11 Q. Appendix 1, yes, of - 11 Snook’s Arm and will be in aposition to
12 MR. COXWORTHY: 12 explain the number for Snook’sArm. The
13 Q. Section G. 13 $13,000 is the annual cost associated with the
14 HUTCHINGS, Q.C.: 14 capital for the 400 kilowatts. It's the

15 Q. SectionG, Tab 2. No, it'sappendix C,1'm 15 interest inthe depreciation onan annual

16 sorry, "Detailed Economic Analysis', second 16 basis for that particular amount of capacity.
17 page has asimilar type of economic analysis 17 Infact, wehad a discussion that we could
18 as was produced inic-18. And | can't 18 have used the total amount of the capital cost
19 reconcile thetwo numbersand | waslooking 19 rather than just the annual carrying cost with
20 for the calculation of at least oneso we 20 respect toit, which would have made, of
21 could see if we can get those two together and 21 course, the cost benefit analysis |ook better.
22 understand exactly what the charges - 22 And | believe Mr. Martin would be in a
23 CHAIRMAN: 23 position to explain the calculation of the

24 Q. You'retrying to reconcilethe numberswith 24 $13,000 now, as well aswhat | just said if
25 what? | mean - 25 that is Mr. Hutchings' desire. And Mr. Haynes
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1 GREENE, Q.C. 1 megawatt gas turbine which would account for
2 will speak to the calculation for Snook’s Arm. 2 the differencein the numbers. | hope that
3 CHAIRMAN: 3 helps, Mr. Chair.
4 Q. All right. That should suffice, | think, Mr. 4 HUTCHINGS, Q.C.:
5 Hutchings. 5 Q. Perhapsit will be better for me to have that
6 HUTCHINGS, Q.C.: 6 explored with Mr. Haynes because, you know, if
7 Q. I think that will be helpful, yes. 7 it isin fact intended to be proportional, the
8 CHAIRMAN: 8 numbers don’t work.
9 Q. Mr. Martin. 9 CHAIRMAN:
10 MR. MARTIN: 10 Q. Allright. Well you can filethat with Mr.
11 A.Asl understand it, the $13,113 isas was 11 Haynes later.
12 expressed in the response filed this morning. 12 HUTCHINGS, Q.C.:
13 The levelized cost associated with 400 13 Q. Yes
14 kilowatts of the 50,000 kilowatt capacity for 14 CHAIRMAN:
15 the 50 megawatt gas turbine, combustion 15 Q. Mr. Coxworthy.
16 turbine that we would have to install in 2011 16 MR. COXWORTHY:
17 to meet new capacity requirements, it'sjust a 17 Q. Thank you, Mr. Chairman. Good morning, Mr.
18 percentage, aratio of the 400 kilowattsto 18 Holden, Mr. Martin. | had the opportunity to
19 the 50,000 kilowatts for that new gas turbine. 19 review the transcript with respect to where we
20 That’s my understanding of it. 20 ended off with the fall arrest equipment B-77
21 Again, the capacity that was used in the 21 and I’'m prepared to move on from that project
22 analysisfor Snook’s Arm no doubt was the 22 having reviewed that transcript, to the next
23 capacity of that plant and | think it was 5 to 23 project, B-101, the air conditioning at
24 6 hundred kilowatts against whatever 24 Whitbourne and Stephenville.
25 replacement, | assumeagain it was a 50 25 And I'd liketo first make reference to
Page 15 Page 16
1 the response that was made to RFI IC-21in 1 recording devices out there and there were
2 relation to that project. Inic-21there was 2 hourly readings taken at both of those
3 requested particulars with respect to recorded 3 locations, both temperature and humidity
4 temperatures which apparently, according to 4 throughout the summer of 2004, and all of
5 IC-21 were not formally documented. There are 5 those temperatures are documented and
6 ranges of temperatures provided in1c-21 and 6 recorded.
7 it wasn't clear to me whether those were 2004 7 Q. Thank you.
8 or 2003 temperatures. Are you able to clarify 8 MR. MARTIN:
9 that? 9 A.Yourewecome
10 MR. MARTIN: 10 Q. So does Hydro know how many days then in 2004,
11  A.Yes. Thesewereall recorded in 2004. 1 to use that example, that temperatures and
12 Q. Thank you. Wouldit be expected or normal 12 humidity exceeded the ASHRAE standards that
13 practiceif this was amatter of concern at 13 arereferred to in1c-21in the last paragraph
14 this particular site, the temperatures, 14 of i1c-21. Do we know that information?
15 humidity, to have some sort of formal means of 15 MR. MARTIN:
16 recording that, whether it would be filing 16 A.I'mreluctant tosay that we haveiton a
17 some sort of problem report in respect of 17 daily basis although from the answer to this
18 that, would that be a normal practice within 18 question here, we obviously did record them on
19 Hydro? 19 adaily basis. If you'rereferring to the
20 MR. MARTIN: 20 ASHRAE standards down below of 20 to 22
21 A.| think your reference to it not being 21 degrees, 45to 55 percent humidity, | am
22 formally documentedis in responseto the 22 fairly confident that we should be able to
23 first sentencein the answer. And thatisin 23 providethat level of detail should you so
24 direct relationship to the complaints that we 24 desire.
25 had actualy received. We had set up 25 Q. Arethe ASHRAE standards, do you know,
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1 MR. COXWORTHY: 1 Q. Dowe know how many--like, if there wasn't
2 guidelines as opposed to--and when | say 2 formal documentation, thereis areferenceto
3 guidelines, where thereis some range of 3 there being numerous complaints, are you able
4 (unintelligible) which is understood that can 4 to give us any indication, does that mean two
5 be followed, that there is margins outside of 5 complaints per site, ten complaints, more than
6 the temperatures and humidity ranges that are 6 ten?
7 given there that are acceptablein certain 7 MR. MARTIN:
8 circumstances or arethey astrict standard, 8 A.Agan, | can't quantify them. | cantell you
9 where all work places of thistype, office 9 that there have been complaintsfor both of
10 work type places, haveto bewithin those 10 these areas for a number of yearsnow and |
11 strict ranges? 11 would suggest some of these probably date back
12 MR. MARTIN: 12 15 yearsor more. | can tell you that | was
13 A.lthink inresponding to that it's necessary 13 out at the Whitbourne office on July 31st of
14 to understand thisisnot aregulation, this 14 thisyear. Thetemperature inthe office
15 does not have to be done by law or any 15 building then where our people were trying to
16 regulatory arena. This isan engineering 16 work was 30 degrees Celsius. It was extremely
17 standard that’ s set up to guide engineers and 17 uncomfortable. | was sweating profusely just
18 others, architects and so on, in the design of 18 stood up in the middle of the office about ten
19 facilities.  And my understanding of the 19 feet from afan. These are intolerable
20 ASHRAE standard is that the recommended 20 working conditions and they have to be
21 temperature and relative humidity levelsin an 21 corrected.
22 office environment are those as stated in the 22 Q. Areall Hydro facilities in conformance with
23 response to the RFI and that again are 20 to 23 ASHRAE standards?
24 22 degrees Celsiuswith a relative humidity 24 MR. MARTIN:
25 between 45 and 55 percent. 25 A.lcan't say that they al are. We certainly
Page 19 Page 20
1 haveair conditioning systems at our Hydro 1 MR. MARTIN:
2 place officesherein St. John's. We've, in 2 A.Yes.
3 the past upgraded our facilities at Bishop’s 3 Q. Okay. Towhat extent are those office spaces
4 Falls and Port Saunders to include air 4 used during the day, are there staff that are
5 conditioning where it's become obvious that 5 in there for their whole work day working in
6 the working conditions there are not 6 that space most days?
7 acceptable. Whether | can say that all of our 7 MR. MARTIN:
8 facilities are up to standard, these two 8 A.Yes, we have office staff out therethat are
9 obviously aren't. These would certainly 9 there on an eight hour aday basis, five days
10 complete the mgjor office areas that we have 10 aweek. Many of our supervisors out there
11 on our system. All the others would have been 11 work out of their officeson a daily basis.
12 done. 12 We also have crews out there. There' s meeting
13 Q. So, dl your other major office spaces have 13 rooms out therefor safety meetings, group
14 been air conditioned, other than these two? 14 meetings and so on. The facilities at
15 MR. MARTIN: 15 Whitbourne and Stephenville are used by
16 A. Theonly one that comesto my mind that I'm 16 numerous people on adaily basis.
17 not completely sure of would bethe Happy 17 Q. Thecrewsobviously would bein and out. How
18 Valley officeand I’'m not sure if we have air 18 many of the staff though at these two offices
19 conditioning up there or not to be quite frank 19 are there, not crews, not personnel that are
20 with you. It hasn't been anissue that I'm 20 typically in and out on afrequent basis but
21 aware of. So, we either have it or it’s not 21 are using the office space as their primary
22 an issue. 22 work space, day in, day out?
23 Q.| think you've just described both the 23 MR. MARTIN:
24 Whitbourne and Stephenville asbeing major 24 A. | would estimate, and again I’ m estimating, |
25 office spaces? 25 can get amore exact figure if you need.
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1 MR. MARTIN: 1 folkshad to put with it. It probably and
2 We're talking something in the order of a half 2 should have been done before. It wasn't.
3 dozen people at least at each of these sites. 3 That doesn’'t make it right. And what we're
4 Q. Ineach of them? 4 trying to do is correct a problem that needs
5 MR. MARTIN: 5 to be corrected.
6 A. That use--obviously they’re permanent office 6 Q. lsitanticipated that both the Whitbourne and
7 fixtureson adaily basis. 7 Stephenville sites will continue to be used as
8 Q. The lack of air conditioning has been 8 major office space for the foreseeable future?
9 tolerated, it certainly has been existing 9 MR. MARTIN:
10 since 1974, is that correct, in both of these 10 A.Yes itis.
11 spaces? 11 Q. Has therebeen any consideration given in
12 MR. MARTIN: 12 respect to either of those sites to whether
13 A. That’scorrect. 13 there is some more costly means of achieving
14 Q. Isthere any reason why thishas become an 14 somerelief to the environmental conditions
15 essential capital expenditure for 2005? 15 out there, whether it’sinsulation of windows
16 (Time: 10:00 a.m.) 16 or something short of the expense of an air
17 MR. MARTIN: 17 conditioning system?
18  A.Only in the fact | think that it's my 18 MR. MARTIN:
19 understanding at least, that the number of 19 A.Wehad our engineering peoplelook at that.
20 complaints have been increasing and | 20 As a matter of fact, | believe in the
21 experienced it firsthand to be quite frank 21 Whitbourne office we actually tried one of
22 with you. Now that’snot the overriding 22 these window-mounted air conditioning units.
23 factor but | wasreally surprised to go out 23 It didn't work. It didn't cool the office.
24 therein the middle of or at the end of July 24 It was noisy. Our people had to turnit off
25 and see what kind of working conditions those 25 to be ableto converse onthephone. They
Page 23 Page 24
1 just were not workable solutions. Our 1 A.Asof last year. | should point out -
2 engineering people are convinced that the only 2 Q. Sowhat has--I"m sorry.
3 way to address this problem once and for all 3 MR. MARTIN:
4 isto put in acentral air conditioning system 4 A.No, | thinkitwould beinteresting to the
5 that completes the job, if you will, and does 5 Board to understand that the last two times we
6 the necessary conditioning of the air at those 6 tried to get this piece of equipment to ajob
7 facilitiesto bring it to areasonable level 7 sitewefailed. And it’s bad enough if you're
8 of comfort. 8 using it to go out and do routine maintenance
9 Q. Thank you, Mr. Martin. Mr. Chair, if 1 may 9 but if you want to respond to a major outage
10 move on now to Project B-109 whichis the 10 or acritical situation out there to take this
11 replacement of the Nodwell heavy duty vehicle 11 type of equipment out, only to have it
12 and boom. 12 unavailable, it just acerbatesthe problem.
13 Further to the project justification that 13 It--these are very important pieces of
14 appearson B-109, it's stated that both of 14 equipment that we need to maintain the system
15 these units, both the Nodwell and the boom 15 reliability that our customers demand. And we
16 have reached theend of their useful life. 16 had no choice but to replace them.
17 Arethey till operational, arethey till 17 Q. DoesHydro have, at either thissite or any
18 being utilized? 18 other sites, any equivalent pieces of
19 MR. MARTIN: 19 equipment?
20  A.No, they are not. 20 MR. MARTIN:
21 Q. Okay. They’'ve been retired out of service? 21 A.Do you mean with the 100 foot boom, the
22 MR. MARTIN: 22 Nodwell with the 100 foot boom?
23 A. Yes, they both have. 23 Q. A Nodwell with aboom of 57 feet or longer.
24 Q. Asof when?
25 MR. MARTIN:
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1 MR. MARTIN: 1 only answer to try and repair this tower is
2 A.No, wehave one Nodwell with a47 foot boom 2 either wait until the ice melts and falls off
3 and al1lOfoot jib onit which gives usa 57 3 allowing our crewsto climb, or bring ina
4 foot reach, vertically. We havetwo other 4 piece of equipment that will allow usto boom
5 Nodwellswith 47 foot booms. A lot of our 5 them up there to try and effect repairs. This
6 stedl structures are between 60 and 85 feet 6 is basically what we're looking for this
7 high. They cannot be accessed with those 7 particular item for. It will becritical if
8 pieces of equipment and this becomes extremely 8 weever getinto thesetypesof situations
9 important when we have failures of structures, 9 again. | actually believe on this particular
10 the structures areiced up and our line 10 case and | standto be corrected on this
11 workers do not climb them. Thisiswhen this 11 stuff, but | think we were out for four or
12 piece of equipment will really kick in and pay 12 fivedays in tryingto get this structure
13 for itself in no timeflat. 13 repaired because we just couldn’t get up there
14 | have a couple of pictures hereif the 14 to effect the work.
15 Board would indulge me, of some of the things 15 Q. And thisis astructure that can only be
16 we--our linemen encounter out on the field at 16 repaired with a 100 foot boom equipped
17 varioustimes. Thisisa 230 kV structure on 17 Nodwell?
18 our transmission line TL-228 where obviously 18 MR. MARTIN:
19 the bridge onthetop of the structure has 19  A.I’'mnot saying it could only be repaired with
20 collapsed under icing conditions. It's 20 that. Thereisno piece of equipment on the
21 difficult to see from this photo but this 21 island that | know of we could go and source
22 tower is encased in glaze ice, perhaps an inch 22 or rent. Most of the cranes as you'll
23 or ahalf inch of glaze ice making the tower 23 appreciate are for on-road or, you know,
24 impossibleto climb. A 47 foot boomora 57 24 they’reretired vehiclesand so on. And our
25 foot boom will not get anybody up there. The 25 47 foot booms, 57 foot booms just wouldn’t cut
Page 27 Page 28
1 it. 1 get up and repair the structure.  But had it
2 Q. Soat present, Hydro doesn’t have any Nodwell 2 been further away from the road and
3 with 100 foot boom, is that correct? 3 inaccessible, we would have again had to wait
4 MR. MARTIN: 4 until either the ice cleared until we could
5 A.That'scorrect. 5 get up there and fix it.
6 Q. Sohow have you been addressing these types of 6 Q. Soyou have madeinquiries and up to present
7 issuesthen for however many yearsit will 7 time there’ s no opportunity to rent or lease
8 have been when they do occur? | mean do you 8 this type of equipment, heavy duty track
9 awayswait then until the summer months to 9 equipment with 100 foot boom?
10 deal with these issues? 10 MR. MARTIN:
11 MR. MARTIN: 11 A. That'scorrect.
12 A. No, wedon't necessarily have to wait till the 12 Q. You've saidthat this particular piece of
13 summer months. If we got into asituation 13 equipment to be replaced has been retired
14 like thisin the middle of the winter or early 14 since 2003, so has it been a question of Hydro
15 spring, we would typically have to wait until 15 then making do with the remaining equipment
16 theice melted off the tower and go and fix 16 that you described that you do have, the other
17 it. And we have done that. On one occasion | 17 Nodwells?
18 do remember up behind Oxen Pond terminal 18 MR. MARTIN:
19 station herein St. John’swehad asimilar 19  A. That'scorrect.
20 occurrence where atower failed at the bridge 20 Q. The photograph you're showing us here of the
21 like this. Our own equipment was inadequate. 21 damaged tower, do you know when that was, when
22 We were fortunate enough that the tower was 22 that was taken?
23 very close to the terminal station and we were 23 MR. MARTIN:
24 ableto sourcea piece of rental equipment 24 A. | believe that was 1984, but again, | stand to
25 from alocal crane company that allowed us to 25 be corrected on that.
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1 MR. COXWORTHY: 1 structure on the west coast on TL-214 that we
2 Q. lsthat aspectacular or unusual failure even 2 were upgrading this summer. And you’'ll see
3 that we're seeing there or isthat acommon 3 that the two line workers, and I’'m sure you'll
4 one? 4 appreciate this is why these guysare the
5 MR. MARTIN: 5 heroes of our business. They’re up about 70
6 A.It'snot common, thank heavens. We typicaly 6 or 75 feet replacing insulators on that
7 have seen these. Thisis part of the reason 7 particular structure. If you put those
8 why we did the Avalon upgrade in early 2000. 8 gentlemen out in the field under conditions
9 This is most prevalent or has been most 9 that we just saw in that structure on TL-228,
10 prevalent on the Avalon peninsulawhereit’s 10 there was no way they can get up thereto do
11 been--1 guess we've seen incidentslike this 11 any work, it'sjust impossible. This isa
12 onan average of every eight years. We've 12 radial line that feeds the southwest coast of
13 seen it on--again, thisis TL-228 on the west 13 the province. If we get into asituation like
14 coast of the province and we've seen 14 thisin the middle of the winter or early
15 occurrences of this nature onthe Buchans 15 spring where we get these towersiced up and
16 plateau and other places. It'snot rare, 16 fail, we're out of business until the ice
17 thank heavensit’s not frequent. It’ s--we see 17 melts, without this piece of equipment. It
18 it, it's on an infrequent basis but when we do 18 could mean the difference of several hoursin
19 seeit, | think it's somewhat spectacular. 19 getting it repaired, to several days. That's
20 The consequences of this--if | could just take 20 the reason we want this particular item.
21 Mr. O'Rielly--could you take me to the front 21 Q. And realy, the important thing is to have the
22 page of that presentation. | just want to-- 22 100 foot boom on a reliable carrier, is that
23 this picture here, we' ve seen it severa times 23 fair?
24 | guess throughout the hearing. If you look 24 MR. MARTIN:
25 on theleft hand side, this is a138 kV 25 A.Areliablecarrier that can get you inover
Page 31 Page 32
1 bog and harsh ground, yes. 1 which isthe Nodwell with the 100 boom?
2 Q. With the other Nodwells that remainin the 2 MR. MARTIN:
3 Hydro fleet, is there any means of 3 A Theextraextension onthe boomfrom the 57
4 retrofitting those to fit them with 100 foot 4 feet to 100 feet isin the order of $150,000.
5 boom? 5 Q. Sothere'sno difference then in the carrier.
6 MR. MARTIN: 6 If you wereto buy anew carrier, anew heavy
7  A.My understanding isif we tried to do that we 7 duty off-road vehicle today for a57 foot
8 would haveto perhaps re-engineer and re- 8 boom, there’ d be no difference in the price of
9 manufacture the chassis. Y ou' re talking about 9 that carrier and the carrier that you would be
10 asignificant differencein the boom going 10 purchasing for 100 foot boom?
11 from 47 feet to 100 feet. We're not even sure 11 MR. MARTIN:
12 that that can be done, we' re not sure of the 12 A.ldon't think I’'m qualified to answer that
13 cost of that. The most practical solution to 13 question.
14 al of thisisto goout and get the Nodwell 14 Q. Youdon't know.
15 we're replacing which is still a piece of work 15 MR. MARTIN:
16 equipment, it's 31 years old, the boom wag6 16  A.ldon’'t know.
17 years old--from our perspective it only makes 17 Q. Theonly additional cost hereyou're certain
18 sense to go out and buy a completely new piece 18 of isthe $150,000 associated with the longer
19 of equipment that can handle thistype of 19 boom?
20 situation for at least hopefully another 30 20 MR. MARTIN:
21 years or more. 21  A. That'scorrect.
22 Q.Doyou know what the differencein costis 22 Q. Mr. Chair, if wemay moveonthen toB- 110
23 between buying a new Nodwell with the 57 foot 23 which is the purchase of the Mobile Qil
24 boom which thisone had, the difference in 24 Reclamation Unit. And if | may make reference
25 price between that and what’ s being proposed 25 then as well to the response to RFI, 1C-76.
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1 MR. COXWORTHY: 1 those costs by themselves, it's something in
2 And we were--we asked by 1C-76 whether a cost 2 the order of--what was the pay back period
3 benefit analysis had been completed in respect 3 that we quoted there, eight to ten yearsat
4 of this project and the response was that 4 least, if wewere ableto dofour or five
5 there was no formal cost benefit analysis done 5 unitsayear. But with our own equipment we
6 for proposal. One of the savingsthat is 6 expect to be able to do more than four or five
7 identified is that the purchase will reduce a 7 units per year and of course the cost benefit
8 labour requirement from having three workers 8 then of owning our own equipment as opposed to
9 to two workers. But has that cost benefit of 9 buying the services is much greater than that.
10 that saving been measured against a $530,000 10 And so that’sthe main component in the cost
11 capital expenditure plus the future operating 11 benefit, it's just astraight comparison of
12 and replacement cost of this particular piece 12 dollars. The added benefitsthen are in
13 of equipment? 13 relation to the number of workers that we have
14 MR. HOLDEN: 14 required to perform the operation. We still
15  A.If I could answer that question. The cost 15 haveto have oneman on site to hold the
16 component associated with the fewer people on 16 safety permits and everything while the
17 siteisnot the major issue here related to 17 equipment isin service and then there’ s only
18 the cost benefitsto buying this equipment 18 another man then, another employee from Hydro
19 over renting it. The big benefits here are as 19 to help operate the equipment. So you have
20 we pointed out inour explanation, is the 20 the--the lesser labour cost is a minor
21 benefits of the cost per unit for the unit to 21 component. The big advantage isthe dollars
22 process the transformersrelated to what we 22 per unit for processing and also the
23 would have to pay if we hadtorent those 23 flexibility and availability of it. And with
24 services. That'sthe big benefit. And asyou 24 respect to flexibility and availability,
25 seein our explanation when you just looked at 25 there’ s no one on the island of Newfoundland
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1 or in the province of Newfoundland and 1 service contract for oil regeneration in
2 Labrador that hasthis piece of equipment. 2 respect of Bay D’ Espoir where there was a cost
3 You haveto rent thisand it gets brought in 3 of $150,000 with an average cost of $50,000
4 from central Canada mostly. And those 4 per transformer. | believe those are the
5 contractors then have to schedule our services 5 numbersyou're referring to in comparing the
6 against all the other servicesthey haveto 6 relative cost and pay back periods for
7 provide elsewhere in the country, and 7 continuing with that out sourcing as opposed
8 particularly | guess they operate from west to 8 to doing it yourselves.
9 east. So, there you have restrictions then on 9 MR. HOLDEN:
10 when the equipment is available to you and in 10 A.Yes, those are the costs that we use to make
11 the last couple of years when we were doing 11 the analysis or make the comparison.
12 this, our schedules for when we could get the 12 Q. That examplethat’s given, of the $150,000 for
13 services were quite strict. And strict in the 13 the recent work in Bay D’Espoir, is that
14 sense that we can only do it in the first two 14 representative of how much it would cost to do
15 weeks of August. Shut down your plants, do 15 this oil regeneration work for any transformer
16 what you have to, that’sthe only timethis 16 or wasthere something particular to that
17 piece of equipmentis available. So we're 17 project that resulted in the cost being higher
18 really restricted in the number of 18 than it might otherwise?
19 transformers that we could process. So that’s 19 MR. HOLDEN:
20 one of the other big benefitsto owning the 20  A. That cost there of $50,000 per transformer is
21 equipment ourselves rather than buying the 21 representative of the cost that we had to pay
22 services. 22 in the last couple of years. It'savery low
23 Q. Thank you, Mr. Holden. As you'’ ve pointed out, 23 price when you consider that the service
24 in the operating experience for this project, 24 contractors are getting more and more business
25 you've indicated that there was a recent 25 al the time from other utilitiesin the
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1 MR. HOLDEN: 1 transformers were being worked on?
2 country because their transformers are aging 2 MR. HOLDEN:
3 aswell and thisbusiness iscoming up and 3 A Yes, it certainly would have been because the
4 these costs are going to go up, just on basic 4 contractor would have to trade off his costs
5 demand and also on availability. So these 5 against the number of units that he was
6 contractorswho are providing this service 6 processing because he has to pay for the
7 now, they’re operating out of Ontario and 7 mobilization from Ontario to Bay D’ Espoir. So
8 Quebec and there’ s much more business there in 8 what we weretryingto do hereand it'sas
9 Ontario and Quebec for them to provide the 9 much as we could do because of the very strict
10 service. And their coststo come down here 10 outage requirements, it’s as much as we could
11 are higher than what they would be to provide 11 do to stretch out to get three units to keep
12 those same services in Ontario and Quebec. So 12 the cost per unit down. Andwe couldn’t
13 these costs here, in our opinion, are lower 13 tolerate any more because we couldn’t take the
14 than what we would seein thefuture. We 14 transformers out of servicein that short time
15 would see much higher prices than thisin the 15 period because the contractor would come down,
16 future because of the increased demand on the 16 mobilize, come down and do one, two, three
17 equipment and the increasing progression of 17 transformersright in arow and then get out
18 age by utility equipment and other utilities. 18 of town asfast asthey could. So we can't
19 Q. Thank you, Mr. Holden. Mr. Holden, doyou 19 take the whole plant, Bay D’Espoir plant off
20 know whether the cost for the Bay D’Espoir 20 service and processall the transformerson
21 project, the $150,000, whether that was less 21 one mobilization. However, if we had our own
22 expensive per unit, per transformer because 22 piece of equipment, we have much more
23 more than one transformer was being done at 23 flexibility in doing that and we' d be able to
24 onetime, would it have been ahigher per 24 stage these processes now over the whole year
25 transformer cost if only one or two 25 and probably on the off season coordinate the
Page 39 Page 40
1 outages on the units with the load profile on 1 availabilities on the system and plan out your
2 the system and take advantage of the outages 2 work. But, you could conceivably double that
3 that we couldn’t by purchasing the services 3 number in one year.
4 from a contractor. 4 . Has there been consideration given by Hydro to
5 .Mr. Holden, even with that additional 5 making arequest for proposals to the private
6 flexibility that you would have with owning 6 sector to determine, you know, on the basis
7 your own unit, I think you're anticipating 7 that the intention of Hydro is, as |
8 till only being ableto do four to five 8 understand the project justification, to
9 transformer units per year? 9 eventually conduct this regeneration program
10 MR. HOLDEN: 10 onall itspower transformers, all 161, on
11 A.No. We're anticipating that we should be able 11 that basis had there been a request for
12 to do more than four or five. And again, that 12 proposal sent out to private sector for that
13 depends on the outage availabilities that we 13 piece of work to see whether that might
14 have. But we can coordinate that much better 14 attract, whether it's the businesses you
15 now and we could see more transformers being 15 identified in Ontario or Quebec or perhaps
16 processed here on ayearly basis. 16 other contractors who might enter this area if
17 Q. Okay. Well, the project justification speaks 17 they knew that that piece of work of that
18 of a regeneration program of four to five 18 magnitude would be available?
19 units per year. How many more than that are 19 MR. HOLDEN:
20 you anticipating may be ableto be done per 20 A.No, wedidn't entertain that idea.
21 year if you have your own unit? 21 Q.May | ask why not?
22 MR. HOLDEN: 22 MR. HOLDEN:
23 A. If we have our own unit, we can increase that 23 A. Because we saw this here as the best idea of
24 number, by how much it’ s difficult to quantify 24 owning your own equipment. Y ou have control
25 because you would have to look at the outage 25 over that equipment and you have complete
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1 MR. HOLDEN: 1 transformers. | think that would be very
2 control with respect to how and when you use 2 difficult for us to put together and even more
3 it and how you coordinate it with your 3 difficult for acontractor out thereto be
4 outages. If you thought about a contractor in 4 able to bid on.
5 Newfoundland having a piece of equipment here, 5 Q.Butl believe, Mr. Martin, as Mr. Holden said,
6 you would not have that flexibility. That 6 itwasn'tin fact even looked at whether it
7 contractor if they were solely relying on 7 would be practical or not, isthat correct?
8 Newfoundland Hydro' s business, they would have 8 MR. MARTIN:
9 to be at thebeck and call to Newfoundland 9 A.Nomorethan what I’vejust described afew
10 Hydro all thetime. But they wouldn't do 10 minutes ago.
1 that. They'd only be ableto quote on our 11 Q. Thetransformersthat have been describedin
12 business and then they’d also be looking for 12 the project experienceis 67 of 161 that are
13 other business aswell. And of course, then 13 showing parameters outside the guideline
14 you'd get into the problem of availability and 14 limits, does Hydro know for how long they’ve
15 flexibility. 15 been outside of those guideline limits?
16 MR. MARTIN: 16 MR. HOLDEN:
17 A.lthink alsoit would be rather difficult to 17 A. Hydro knows how long that is. We don't know
18 put together an RFPfor aproposal on that 18 here on the stand now. But that’s contained
19 that would cover 20 years, and again, not 19 in our maintenance records. We do maintenance
20 knowing or having the uncertainty of the 20 inspections and gas and oil analysis on our
21 outages windows that we could seefor the 21 transformers on a regular basis. And
22 various units, 161 units throughout that time 22 sometimes | think the basic is annual testing
23 line. 1 don't really think, Mr. Coxworthy, 23 and inspection and monthly testing, monthly
24 that it would be practical to go out with an 24 and annual testing, depending on what you're
25 RFP to cover a service for al 161 25 doing. And then if trouble situations seem to
Page 43 Page 44
1 be appearing, we will do more frequent 1 transformers of those 67 that were considered
2 inspections. That information is availablein 2 a high priority and that would have to undergo
3 our maintenance databases, but | can’t answer 3 thisregeneration process withinthe next
4 to any specifics here this morning. 4 fiveyears. If we take a $50,000 average for
5 Q.At arate of regenerationthat was being 5 those, and again, that might be light,
6 proposed, at least by the project 6 depending on whenwe can get the outage
7 justification of four or five units per year, 7 windows and so on, we're looking at something
8 obvioudly it’s anticipated that many of these 8 closeto amillion dollars to regenerate the
9 67 units, the onesthat have already been 9 oil inthose 17 units over the next five
10 identified as being outside the parameters, 10 years. And what we'relooking at here isa
11 will continue to be in that condition for some 11 capital expenditure of $530,000 to do the same
12 period of time, isthat correct? 12 work. | mean, | guesswhat we're sayingis
13 MR. HOLDEN: 13 from our perspective this project is
14 A. For some period of time, yes, that is correct. 14 economically feasible and in the best
15 And it depends on the criticality. They're 15 interests of the ratepayers and our customers
16 not all outside the acceptable ranges by the 16 even in the short term. We don’t need to go
17 same amount. It'samatter of the same thing 17 out 15, 20 years. We can pay for thisthing
18 aswe look after the wood poles, we're looking 18 very, very quickly to the benefit of our
19 at the age of the piece of equipment and the 19 customers. | hope that helps somewhat.
20 criticality of it onthe systemand we'll 20 Q. Yes, thank you, Mr. Martin. If the intention
21 focus on the most serious cases first and work 21 is to eventually do al 161 power
22 our way towards the less serious cases. 22 transformers, and even if you increase the
23 MR. MARTIN: 23 rate of, the yearly rate of regeneration to
24 A.lt might help just to point out that in our 24 four or five units per year, thiswill bea
25 operating experience we identified 17 25 long-term project, | think 20 years has been
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1 MR. COXWORTHY: 1 Q. But quite apart them from the condition of the
2 mentioned, and | presume that that’ s what you 2 transformers there' s also the other limitation
3 anticipate that it may take, 20 years, to get 3 that you can only take so many of these
4 toal 161 of those power transformers, is 4 transformersdown at any onetime, is that
5 that correct? 5 correct? That'salso alimitation on how many
6 MR. HOLDEN: 6 you can do per year?
7 A ltwill take that time. But you have to 7 MR. HOLDEN:
8 realize that this isapiece of maintenance 8 A. That'saso alimitation of how many we can do
9 equipment, it'saregular piece of maintenance 9 ayear, yes, it's how many we can take out of
10 equipment that we have to buy to maintain the 10 service at any onetime.
11 transformers and as the transformers--the 11 . Further to the response that was given to RFI
12 older transformers are going to be processed 12 IC-28, the depreciable service lifefor this
13 first and you work your way down to the ones 13 particular piece of oil reformation equipment
14 that are not so old and less critical and less 14 that’ s being proposed to purchase would be ten
15 serious. Well, yes, if youwantedto do a 15 years. And| do acknowledge that the RFI
16 straight number calculation and divide 161 16 response also says that the actual operational
17 transformers by another number, you'd get a 17 servicelife isexpected to be considerably
18 rate. But, | don't think you can look at it 18 longer. Isit possible, though, that within
19 that way. You haveto look at it and from the 19 the context of what may very well be a 20 year
20 point of view of the condition of the 20 program that there will be aneed to purchase
21 transformers and what ones haveto be done 21 by Hydro asecond oil reformation piece of
22 first and then define your rate and define 22 equipment, a new one before that program can
23 which ones you' re doing based on the condition 23 be completed?
24 of each unit. That's how the program will 24 MR. HOLDEN:
25 work. 25  A.No, wedon't anticipate that.
Page 47 Page 48
1 Q. Youanticipateyou'll getto atleastthe 20 1 still operating that piece of equipment. So
2 years or whatever it takesto gettoall 161 2 we do have experience with this type of
3 transformers? 3 equipment, we do know how to maintain and
4 MR. HOLDEN: 4 operate it and we do know how to make it last
5 A.We anticipate we should be able toget a 5 aslong aswe can.
6 service life of this piece of equipment much 6 Q. Thank you, Mr. Holden. Mr. Chair, if we may
7 longer than ten years. And we will maintain 7 move on then to project B-112, which isthe
8 this piece of equipment and use it to maintain 8 replacement of the Doble F2000 Relay Test
9 the power transformers on the system and we'll 9 Equipment? Thanks. Mr. Martin, Mr. Holden,
10 try to extend the life of it as much aswe can 10 the original project justification for this
11 until it getsto a point whereit's no longer 11 project as given at B-112 was that the current
12 feasible or economical to operateit, just 12 equipment manufacturer wouldn’'t be extending
13 like the Nodwell and we'll have to replace it 13 support for the current equipment beyond 2004.
14 and buy another one. And we see that time 14 And of course aswas learned pursuant to the
15 frame as being considerably longer than the 15 response to RFI 1C-30, it's now been
16 ten years. 16 determined that the manufacturer support will
17 Q. Has Hydro had any prior experience with 17 continue until the end of 2006, so for anther
18 operating thistype of equipment, the ail 18 two years beyond what was originaly
19 reformation equipment? 19 contemplated when this project justification
20 MR. HOLDEN: 20 was put forward. Is there any reason, given
21 A.Wehave asimilar piece of equipment now, it's 21 that, why this project thereforecan’'t be
22 called adegassifier equipment, and what that 22 deferred at least to the 2006 capital budget?
23 doesisit takesgasout of the transformer 23 (Time: 10:30 am.)
24 oil. We've had that piece of equipment since
25 the late 60s when we first started and we're
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1 MR. MARTIN: 1 better prepared to do that and more effective
2 A.Yes webelievethereis. InresponsetoIc- 2 if we were toreplace that equipment next
3 29, if | can refer you to that, the response 3 year.
4 to1c-29, this laysout thereasoning for 4 Q. Thank you, Mr. Martin. In the original
5 wanting to replace the existing test 5 project justification beyond the concern that
6 equipment, not only from its retirement 6 at that time the belief being that the
7 perspective and manufacturer support, but it’s 7 manufacturer support was going to end beyond
8 amuch better piece of equipment and will 8 2004, the only additional comment that was
9 enable usto do much more extensive testing 9 made in the project justification is that the
10 and better testing of al of this new 10 new technology test equipment would be more
11 equipment that we’ ve come to own over the last 11 compatible with the other new digital
12 number of years, digital type equipment, not 12 equipment that have been purchased by Hydro
13 only relaying equipment, but exciters, 13 over theyears. Yes, IC-29 proposes that a
14 governorsand so on. If | canrefer you to 14 new state of the art, and that’sthe term
15 the last sentence in that particular response, 15 that's used in 1c-29, digital signal
16 we say "Most of this generating equipment such 16 processing equipment, it goes further to say
17 as exciters is critical, making the 17 would be more compatible, andit actually
18 requirement for this test equipment imperative 18 suggests that it's needed totest and to
19 and readily accessible." We do appreciate the 19 maintain other new digital equipment. Isthat
20 fact that the Board could defer this 20 the case or isit a question simply of the new
21 replacement for another two years, but we 21 digital test equipment being more compatible?
22 think in the best interests of being ableto 22 MR. MARTIN:
23 do effective testing over generation plantsin 23 A.lthinkif | can take you back to B-112 again,
24 our protection and control equipment in our 24 you may have only read the first part of the
25 terminal stations and so on we would be much 25 sentence in the justification. It says, "In
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1 addition, the new technology test equipment is 1 but has there been any problemsthat have
2 more compatible with the new computerized 2 arisen because of the current testing
3 relays and metering units that are being used 3 equipment being used?
4 by Hydro and will allow more comprehensive and 4 MR. MARTIN:
5 efficient testing of the new relay.” Andit's 5 A.Agan, | can’'t provideyou any detailsthat
6 not only the relaying, it’s the exciters, the 6 our field technicians may run into with
7 governors and al of the other digital 7 regards to problems with the current test
8 equipment we have at our generating plants and 8 equipment.
9 other facilities. 9 MR. HOLDEN:
10 Q. Isthat equipment not being tested now with 10 A.If | could addto that, the problems are
1 the current test equipment? 1 associated with the limitations in the old
12 MR. MARTIN: 12 equipment to be able totest the new more
13 A.ltis. 13 modern digital equipment that we have. And so
14 Q. Okay. 14 the old Dobletest that could bring you up to
15 MR. MARTIN: 15 acertain level of technology and test the
16  A.But not, again, as comprehensively and as 16 relays and controls and the exciters and that
17 efficiently and as effectively asit would be, 17 toa certainlevel. Butif we replace new
18 obviously, with the new test sets. 18 equipment, there’'s more sophisticated
19 Q. Haveany problems been encountered using the 19 technology, this old equipment here will not
20 current test equipment in testing the new 20 be ableto fully test it. We cantestitto a
21 digital equipment? 21 certain level, but we can't fully test it as
22 MR. MARTIN: 22 comprehensively as isnecessary. The newer
23 A.lcan't talk to any specificsin that regard. 23 Doble equipment will allow you to bring your--
24 Q. When you say more comprehensive, yes, it might 24 will bring your test equipment up to the same
25 be nice to have a more comprehensive testing, 25 level as your operating equipment.

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

Page 49 - Page 52




October 7, 2004 Multi-PageNL Hydro's 2005 Capital Budget Application

Page 53 Page 54
1 MR. COXWORTHY: 1 equipment to the degree of sophistication that
2 Q.ls al of your operating equipment, Mr. 2 the operating equipment is at today.
3 Holden, up to this new higher digita level 3 Q. Mr.Holden, justtobe clear, is there any
4 that needs the new Dable relay system, the new 4 current operating equipment being used by
5 state-of-the-art system to comprehensively 5 Hydro that is not being tested or is not able
6 test it? 6 to be tested because you don’'t have this new
7 MR. HOLDEN: 7 state-of-the-art Doble relay test system?
8 A.No, not al of our equipmentisup tothat 8 MR. HOLDEN:
9 level, but newer equipmentis. The Doble 9 A. Asl said, the degree of comprehensiveness of
10 equipment that we have can be used to test 10 the testing that we can perform with the old
11 some of the older equipment, but as we move 11 equipment is not as much as it should be. We
12 forward, a lot of new systems are being 12 can only test the new digital equipment to a
13 installed. The technology is more 13 certain level with the old test equipment.
14 sophisticated and the older test equipment 14 Q. Thank you, Mr. Holdenand Mr. Martin. |
15 becomes more and more unsuitable astimegoes |15 believe those are all the questions | have for
16 on. This is why the equipment--and 16 the TRO pandl. Thank you. Thank you, Mr.
17 particularly in Bay D’Espoir where the--in 17 Chair.
18 this project here, the unit for Bay D’ Espoir 18 CHAIRMAN:
19 isanew piece of equipment that they don't 19 Q. Thank you, Mr. Coxworthy. Mr. Kennedy.
20 have at that site now, and so that’ s required 20 MR.KENNEDY:
21 down there because of the new exciters and new 21 Q. Chair, thank you. | just havea couple of
22 equipment that wasinstalled over the last few 22 questions, Chair and members of the panel.
23 years and then the other sites in the 23 Mr. Holden and Mr. Martin, one quick question
24 transmission system, the other three units are 24 on the Wood Pole Management Program. Y ou were
25 required to upgrade the tool set for the 25 referring to the treatment process, treating
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1 the poles with Boron, | think you indicated? 1 in the serviceable life of these wood poles as
2 MR. MARTIN: 2 aresult of your inspection program and in
3 A That'scorrect. 3 part your treatment of some of those poles
4 Q. AndI’m wondering isthat acommon practicein 4 with this Boron treatment process, correct?
5 the industry used el sewhere? 5 MR. MARTIN:
6 MR. MARTIN: 6 A.Yes, that's correct.
7 A. Theother utilitiesthat I’m aware of that are 7 Q. And I’'m wondering, and in turn your net
8 involved in a program similar to thisinclude 8 present value calculation, if you will,
9 B.C. Hydro, Manitoba Hydro, Hydro Quebec. | 9 supporting the project is based on that
10 believe Hydro One, the transmission arm of the 10 assumption that postulation of the extension
11 old Ontario Hydro are involved in this type of 11 in the service life of the wood poles?
12 program aswell as, | do believe New Brunswick |12 MR. MARTIN:
13 Power aswell. Whether they--and | think most 13 A.Yes, only as regardsto the benefits from
14 of them doretreat. They al certainly do 14 treatment. Thefour and a half million
15 ingpections. They do testing; they do coring; 15 dollarswe quote do not include, does not
16 they do retention levels and so on, retention 16 include the extra benefit we will get through
17 level testing. And some of them do treat, and 17 the analysis and extending the life of these
18 | believe some of them do use Boron. They may 18 polesby not replacing prematurely. That’s
19 not exclusively use Boron or some other 19 wherethe red line goesup that we really
20 chemical, but some of those utilities are 20 can't quantify at this point in time.
21 involved in retreating their poles, yes. 21 Q. Right, that's what | was wondering is the
22 Q. Curious, you'veindicated in your report and 22 track record, if there is one, of other
23 as | think you spoke to during cross- 23 utilities using this type of treatment
24 examination by counsel for the Industria 24 process, does that track record support the
25 Customersthat you' re postulating a extension 25 postulated extension in the service life?
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1 MR. MARTIN: 1 Q. Sotheincremental cost of treating the poles,
2 A lcan'tsay for surethat it has. | think 2 as part of your Wood Management Program, is
3 some of the utilities are not much more ahead 3 minimal? Isthat -
4 of the game thanwe are, with regards to 4 MR. MARTIN:
5 looking at treatment programs and so on. 5 A.ltis. Thetreatment partisa very small
6 Obviously some of the information that’s 6 part of it, extremely small part.
7 availablein theliterature that we've used 7 Q.| wonderif we could justturn to B-57,
8 before, thelowA curves and so on, would 8 please? And gentlemen, this is just a
9 certainly indicate, to our satisfaction at 9 project--if we could go back to page one,
10 least, that the treatment of the poles is 10 please? Y es. Upgrading a distribution system
11 certainly going to have significant benefit, 11 inyour L’ Anse au Loup setup, if you will, and
12 and we quite frankly believe that what we're 12 the question | had related to--just give
13 proposing in here isthe minimum we're going 13 people just a moment just to skim that, and
14 to get out of this program. We actually think 14 the witnessesin turn. And it's clearly
15 itwill bebetter thanthat. | think the 15 indicated there what the project consists up,
16 other thing, Mr. Kennedy and Board, that's 16 general upgrading of your distribution system
17 worth repeating is that the $36 million we're 17 inthat area. If you could just turn to page
18 proposing hereisnot all new money. Most of 18 two. Part of your project justificationis
19 the money that we're proposing to spend in 19 "these pole and insulator replacements provide
20 this program, we're already spending through 20 the potential to reduce the salFi to 24.61 and
21 inspection, testing and so on. The materials 21 the saIDI t0 19.99" and the question | had
22 that we actually use to treat each pole costs 22 was, | wonder if you could explain how you
23 approximately $30. So we're looking at 23 came up with that analysis or the result?
24 treating with materials that cost $30 a pole 24 What analysis did you conduct in order to come
25 that to replace would cost us $7,000. 25 up with these projected sAlFl and SAIDI
Page 59 Page 60
1 statistics once the upgrade had been 1 upgrade before the statistics get even worse
2 completed? 2 than what they are at the current time.
3 MR. MARTIN: 3 Q. Sogeneraly, doesthe company have atarget
4 A Yes. What we did is called a what-if 4 then that it attempts to achieve when
5 analysis, and basically we went back over the 5 determining, you know, how much to replacein
6 last five yearsof outagerecordsfor that 6 aparticular distribution upgrade project?
7 particular system, tried to identify the 7 MR. MARTIN:
8 outages that were related to things that we 8 A.We have anoverdl target for our rural
9 were going to correct under this program, such 9 systems, and | can quote you those numbers if
10 as the replacement of these pin type 10 you're interested?
11 insulators and so on. Extracted those 11 Q. Yes, please.
12 incidents from the database and then 12 MR. MARTIN:
13 recal culated the saiDI and SAIFI numbers with 13 A. The saIDI on distribution for 2004 is targeted
14 those items extracted, and that’s where we 14 at 11.2; that’sthe overall Hydro average.
15 came up with the numbers. 1 think it's 15 Andthe saiFlis7.2.
16 important in this oneto point out that you 16 Q. Okay. You said rural systems, and so they're
17 may not see asignificant increase over the 17 the saIFI and SAIDI statistics specific to the
18 current indicesas aresult. We don’t only 18 rural systems?
19 replace and upgrade when we get a significant 19 MR. MARTIN:
20 problem with regards to the statistics. If we 20 A. For al the distribution systems -
21 see something that’ s going to even make those 21 Q. All your distribution systems?
22 statistics worsg, if the system conditionis 22 MR. MARTIN:
23 worsening and we know that the numbers are 23 A. - that Hydro owns and operates, that’ s right,
24 going to degrade even further, then we are 24 whether they be isolated or interconnected.
25 proactiveand wegoin and do this type of 25 Q.Okay. Soit'sthe Hydro, okay. The next
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1 MR.KENNEDY: 1 utility, excuse the pun, but the usefulness of
2 question | had was related to your Powerpoint 2 that typeof analysis, doinga unit cost
3 presentation actually at the beginning, the 3 analysis on the replacement of poles?
4 Information No. 1, and | think it was page 4 (Time: 10:45 am.)
5 ten, yes, pageten. Herewe go. And you 5 MR. MARTIN:
6 were--this was a page that, |1 believe, 6 A.Yourealy can't compare the two numbers, if
7 gentlemen, you brought up during your direct 7 that’ s your point in this example, and there's
8 examination and | think you may have been 8 acouple of reasonswhy | think the average
9 brought back to it during your cross. And the 9 cost on the Avalon were higher than in
10 question | had isjust a click off the back of 10 Central. Onething that obvioudly affects the
11 the envelope calculation of taking your 11 cost of replacing transmission line polesis
12 numbers for 1998 and your numbers for 2000 and 12 where they are and access. So access to the
13 working out how much it cost to replace the 13 location for the particular structureis a
14 poles on a per pole basis. So for instance, 14 significant impact on the cost. Another one
15 in 1998, it worked out to $7,595 a pole, so 79 15 that | think perhaps had more impact on these
16 poles at 600,000. 16 particular numbersisthat on the Avalon they
17 MR. MARTIN: 17 would have all been 230 kV structures, larger
18  A.Um-hm. 18 poles, larger structures and higher costs for
19 Q. And then the same number for 2000, you fixed 19 the poles themselves, whereas in Central, we
20 82 poles--or sorry, replaced 82 poles for 20 no doubt perhaps had some 230 kV, no doubt 138
21 420,000 and then that worked out to $5,122 a 21 kV and 69 kV structuresincluded in that. So
22 pole. 22 you'rereally not comparing apples to apples.
23 MR. MARTIN: 23 It's-
24 A.Right. 24 Q. Okay. Sonot all poles are created equal.
25 Q. AndI’'mwondering if you can comment on the 25 MR. MARTIN:
Page 63 Page 64
1 A.- applesto oranges. Not all poles are 1 A.No,itwouldn’t. Itwouldn't doyou awhole
2 created equal, no. 2 lot of benefit either, | think, because it
3 Q. Andsol wonder if wecould just flip then to 3 obvioudly different costs to hook up different
4 B-48 as an example of another areawhere this 4 customers.
5 type of analysis could be conducted, and am | 5 Q. That'swhat | wasgoing toask you. As a
6 correct in understanding this would be Hydro’'s 6 simple average then, on that basis, if you
7 total budget for new service extensions or 7 could comment on the usefulness of that type
8 replacement of obsolete service extensionsto 8 of analysis?
9 its customer base? Isthat right? 9 MR. MARTIN:
10 MR. MARTIN: 10 A. These particular budgets here, I'm sure you'll
11  A.Thisisbasicaly for new customers. 11 appreciate, as we have put inthe project
12 Q. New customers? 12 description here, are based on the average of
13 MR. MARTIN: 13 the last five years of Hydro's costs for new
14 A That'sright. 14 customers. Again, if there's anything
15 Q. Andl assumel could, if | asked, or you could 15 extraordinary that we know of, that a new
16 if asked, provide aunit cost of how much it 16 subdivision is coming along or something, the
17 was costing per new customer for Hydro to hook |17 numbers could potentially be adjusted for
18 up its new customers? 18 that. But generally speaking, these are
19 MR. MARTIN: 19 numbers based on the average of the last five
20  A.Only by taking the actual numbers and dividing 20 years. You could hook up acustomer with a
21 them by the number of customers that we 21 simple drop from an existing distribution line
22 actually hooked up. 22 and transformer that’ s going to cost you very
23 Q. Sure. It wouldn't be a particularly 23 few dollars. Another customer, you might have
24 complicated calculation then? 24 toinstall acouple of poleswith conductor or
25 MR. MARTIN: 25 drops and transformers that cost you a lot
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1 MR. MARTIN:
2 more dollars. So again, you'rereally not
3 comparing apples to apples, if | understand
4 your point, Mr. Kennedy.
5 Q. lthink so. | think we might be missing one
6 small -
7 MR. MARTIN:
8 A.Okay. That wouldn't be unusual, I'm sure.
9 Q.- micro-adjustment there. You seemto be

Page 66
1 MR. MARTIN:
2 A Yes
3 Q. -your average should make senseyear over
4 year, shouldn’t it?
5 MR. MARTIN:
6 A. It should make sense year over year, and
7 that’ s the rationale for doing the budget in
8 this particular way.
9 Q. Right. And sothat’swhat I’'m asking you, if

14 A.You mean the cost per customer?

15 Q. On ayear-by-year basis.

16 MR. MARTIN:

17 A.l think the costs have been gradually

18 escalating over the years, yes.

19 Q. Okay.

20 MR. MARTIN:

21 A. Andthere have been someyears, like | said

22 before, when you might get into a new

23 subdivision in Happy Valley-Goose Bay that you
24 see a spike that you probably wouldn't seein

25 subsequent years. But again, over time, these

10 indicating that if we had a unit cost that was 10 you could--I respect your comments concerning
11 comparing how much did it cost Hydro to hook 11 individual customers. | wonder if you could
12 up aspecific customer A versus how much it 12 comment on the usefulness of conducting
13 cost to hook up a specific customer B, that 13 analysis that uses that overall company
14 that may vary and that would be driven by what 14 average on a unit-cost basisfor hooking up
15 the physical circumstances were in each case? 15 new customers?
16 MR. MARTIN: 16 MR. MARTIN:
17 A. Absolutely. 17 A.Youmeando I think it makes sense to do that?
18 Q. Okay. But if wetake an overall average of 18 Q. Correct.
19 your unit costs for all your customer groups, 19 MR. MARTIN:
20 unless there wasa change in the growth 20 A.Yes, | certainly do. | mean, again, thisis
21 dynamic, one customer group grew faster than 21 the way this particular budget was prepared.
22 another customer group - 22 It'sbeen prepared likethis for the last
23 MR. MARTIN: 23 number of years. You may see in any
24 A.Right. 24 particular year, with regards to service
25 Q.- that wasin the Hydro group of customers - 25 extensions or distribution upgrades, that we
Page 67 Page 68
1 overspend and we may significantly overspend 1 per unit costs, we think are the best way to
2 in a particular area. That doesn't 2 budget these particular items.
3 necessarily mean we change the rationale for 3 Q. So redlyyou're using arolling average,
4 the next year’sbudget. Wewould again go 4 right?
5 back to thefive-year average, knowing that 5 MR. MARTIN:
6 long term, thisisthe way that thingsare 6 A.That'scorrect.
7 going to work out from a budget and an actual 7 Q. Yes Okay. Speaking of averages and trends,
8 cost perspective. 8 | wonder if we could just speak thento aline
9 Q. Okay. And what’'sbeen Hydro’'s experienceto 9 of questioning that counsel for the Industrial
10 date with your unit cost for new customers? 10 Customers pursued concerning the growth in the
11 Hasit beenincreasing, decreasing, staying 11 TRO side of your capital budget, and if |
12 relatively stable? 12 copied it down right, | believe counsel for
13 MR. MARTIN: 13 the Industrialsindicated that your budget--

14 and he looked at your last two capital budgets
15 and pulled it out of, | think it was Schedule

16 F, out of your filings.
17 MR. MARTIN:
18  A. Right.

19 Q. That your budget had gonein 2003 from 10.3
20 million increased to 12.2 million in 2004 and

21 then itwas 19.1 million in2005. I've

22 rounded them off. Andin response to those
23 guestions concerning the growth in that TRO
24 budget, you indicated, and I’m going to
25 paraphraseit, as| scratched it down while
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1 MR. KENNEDY: 1 MR. MARTIN:
2 you were talking, that you said the budget 2 A.-bdlieveit or not, the budget does ebb and
3 ebbsand flows depending on thework that 3 flow. It -
4 needs to be done. 4 MR. KENNEDY:
5 MR. MARTIN: 5 Q. Sure yes and| -
6 A.That'scorrect. 6 MR. MARTIN:
7 Q. Right. And so, I'm not trying to be 7 A.Youwill seeupsand downsin the budget over
8 facetious, but there's no actua ebb there. 8 the last ten years, I’m sure. And to be quite
9 It seems to bemostly flow. So | was 9 frank, | don't think | can answer your
10 wondering--I wonder if you could comment on 10 question.
11 what an appropriate period would be to achieve 11 Q. Okay.
12 that kind of budget smoothing, if you will? 12 MR. MARTIN:
13 What would be an appropriate review period to 13 A. You know, you could have a given year when we
14 calculate annual average expendituresin your 14 require a new diesel plant somewhere, a
15 TRO budget specifically? And then, what would 15 transmission line upgrade where the budget is
16 be, in your opinion, related to that, a 16 going to spikeup. | really don’t think you
17 reasonable plus or minus off of that average? 17 can establish aceiling, if you will, and then
18 GREENE, Q.C.: 18 work off an escalator to try and come to some
19 Q. Just for the record, Mr. Martin, in hisreply, 19 reasonable number. | personally don't believe
20 had indicated that in earlier years the TRO 20 you can do that. Maybe the economists and the
21 budget had in fact been higher because of the 21 accountants and others, people in the
22 Avalon upgrades. So there was - 22 financial circles, can offer a better
23 MR. MARTIN: 23 explanation. Asan engineer, | really don't
24 A. The budget does - 24 think you’ re going to be able to do that with
25 Q.- therewasabit of ebbing aswell. 25 any certainty.
Page 71 Page 72
1 Q. Okay. That'sall the questions | have, Chair, 1 page 136 of the transcript. It wasn't
2 members of the Panel. Thank you, gentlemen. 2 actually in the form of an undertaking, but
3 CHAIRMAN: 3 the question was "what was the value remaining
4 Q. Thank you, Mr. Kennedy. | think we'll take a 4 on the books of the La Scie depot which had
5 break at this particular point in time, before 5 been disposed of?' and we would like to
6 the Board comes back with any questions. So 6 providethat information for the panel, and
7 we'll take a 15-minute break. Thank you. 7 the answer istherewas no value left on the
8 (Time: BREAK - 10:52am.) 8 books of Hydro. It had been fully
9 (Time: RESUME - 11:12 am.) 9 depreciated. So the La Scie depot which has
10 GREENE, Q.C.: 10 been removed from service was fully
11 Q. Mr. Chair, the preliminary matter, we arein a 11 depreciated with no remaining value.
12 position to respond to the other two 12 The other two actual undertakings, we had
13 undertakings, and I'll leaveit to the panel 13 two which was undertaking number six, found on
14 asto whether you'd like to do this now or 14 page 180, which related to the differencein
15 after. We probably should do it while Mr. 15 the age and kilometre criteriaused in B-83
16 Martin and Mr. Holden are available if there’s 16 last year relating to vehicles and B-147 this
17 any questions arising from the responses, but 17 year relating to vehicles. So perhapsif we
18 - 18 could see, Mr. O'Rielly, first the one from
19 CHAIRMAN: 19 thisyear, B-147.
20 Q. Fine, carry on. 20 Now, Mr. Martin, have you had the
21 GREENE, Q.C. 21 opportunity toreview the criteriaat the
22 Q. Okay. Asindicated this morning, we had two 22 bottom of the page there first?
23 undertakingsthat wedidn't answer at that 23 MR. MARTIN:
24 time, and in addition, there was a third item 24 A.Yes, | have
25 relating to the value of the La Scie depot on 25 Q. Okay. And now if we can go to B-83 from last
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Page 73
1 GREENE, Q.C.:

year, Mr. O'Rielly, and the question was why
isthe criteria shown different--why is there
adifference between the two? There we go.
Y ou can see the bottom of that page, please,
Mr. O'Rielly, okay. Mr. Martin, could you
please explain or provide an answer to that
question, please?

MR. MARTIN:

© 00 N o ok~ WODN P

Page 74
kilometresisincorrect? Isthat -

MR. MARTIN:
A. That iscorrect. It should be 167 versus 150.

The category 3000 have an average age of seven
years and 218,000 kilometres, and the category
4000 vehicles have an average age of eight
years and 208,000 kilometres.

Q. So those represent the average age and the

kilometres for the vehicles that are proposed

10 A.Yes. Inpoint of fact, the text at the bottom 10 to be replaced now, under B-147, for this
11 of 147, that’sthis year’ sproposd, is in 11 year? Isthat correct?
12 error. Obviously with the change in the 12 MR. MARTIN:
13 vehicles proposed last year versus what we are 13 A.That iscorrect.
14 actually looking at replacing after our fleet 14 Q. Now they’re till not the same as what was
15 review, the number of vehicles has changed and 15 shown in B-83 last year. Why isthat?
16 the actual numbers that should appear at the 16 MR. MARTIN:
17 bottom of B-47 are asfollows. 17  A.Because again, the number and types of
18 Q. That'sB-147. 18 vehicles have changed as aresult of the fleet
19 MR. MARTIN: 19 review and the reduction of $500,000 in the
20 A.B-147, I'm sorry. Are as follows. the 20 overall budget.
21 category 1000 and 2000 vehicles have an 21 Q. So that the actual vehiclesused for the
22 average life or average age, | should say, of 22 averaging is different in 2005 budget than the
23 six years and 167,000 kilometres. 23 2004 budget? Isthat correct?
24 Q. So what's shown on B-147, at the bottom there, 24 MR. MARTIN:
25 the six years is correct, but it's the 25 A.Yes, that is correct.
Page 75 Page 76
1 Q. Okay. Whichis part of the explanation 1 Northern Peninsula which was built in 1970.
2 provided yesterday. Y ou're taking an average 2 TL227, another 66 KV line onthe Northern
3 of a different group of vehiclesthis year 3 Peninsula built in 1970. TL243, which isthe
4 versuslast year. But in addition to that, 4 line connecting the Hind's Lake generating
5 there was an error, as you've just corrected 5 station to the Howley terminal station, that’s
6 there on the bottom of page B-147? Isthat 6 the one we're proposing to replace al the cos
7 correct? 7 insulators on as well. We would be inspecting
8 MR. MARTIN: 8 100 percent of the poles on that line next
9 A.Yes andl'dliketo apologize for the Board 9 year, again aspart of the economics or
10 for that. Perfection is something we only 10 efficiencies, if you will, of doing all this
11 strivefor. Obviously we rarely attain it. 11 work at onetime. That linewasbuilt in
12 Q. Thelast undertaking isundertaking number 12 1978. And TL218, whichisa230kV linefrom
13 seven found on page 190 of the transcript, and 13 Holyrood to our Oxen Pond terminal station
14 it related, on the bottom part of page 190, 14 here on the Avalon. That was built in 1983,
15 and it related to the transmission lines that 15 and again, that has been identified as a
16 Hydro plans to undertake in the 2005 Wood Pole |16 critical line. 1t waslooked at or reviewed,
17 Management Program. Areyou in aposition to 17 if youwill, aspart of our upgrade program
18 respond to that now, Mr. Martin? 18 back when we did the steel transmission line
19 MR. MARTIN: 19 upgrade. Were we going to upgrade that to the
20 A.Yes, | an. Thepolesthat are in the plan for 20 new ice loading and so on? The answer was no,
21 next year, under the Wood Pole Management 21 but we do want to get out, inspect and test
22 Program, are TL210. That’s a 138 kV line from 22 and treat the poles on that particular line,
23 our Stoney Brook terminal station east to 23 and that line was built in 1983.
24 Cobb’s Pond near Gander. That line was built 24 Q. Thank you, Mr. Martin.
25 in 1969. TL226 isa 66 kV line on the
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1 MR. MARTIN: 1 to indicate where I’m coming from, maybe Mr.

2 A Agan,| thinkit's worthwhileto identify 2 O'Rielly can bring up page six of Mr. Roberts

3 that’ s the plan of today. Astheinformation 3 testimony. Yes. Mr. Roberts, through his

4 is collected from this year’s program and 4 planning, which we'll deal with probably when

5 other information becomes available, the 5 he gets onthe stand, he goesthrough the

6 program will, in my mind, no doubt change. 6 process and makes the assumptionsthat if

7 But right now, that’s the plan that we have on 7 nothing else changed that if this budget was

8 the books right now for next year. 8 accepted in total that it would mean

9 Q. Thank you, Mr. Martin. Mr. Chair, that 9 approximately $1.7 million innew revenue,
10 completesall of the undertakings that have 10 whichis, if you did some simple calculations,
11 been provided by this panel. 11 it means that there' stotal revenue of roughly
12 CHAIRMAN: 12 half of one percent. I’ m just wondering, the
13 Q. Thank you, Ms. Greene. Wejust have afew 13 process, when you put the budget together,
14 questions. Commissioner Powell will go first. 14 you're part of the process, are you aware that
15 COMMISSIONER POWELL: 15 this budget that you presented as part of the
16 Q. Thank you, Chair. First, I'd like to 16 total that would require Hydro to seek more
17 compliment the panel on a very good 17 revenue from its customers, all else being
18 presentation. | think theinformation is 18 equal?
19 quite clear. | enjoyed going throughit. | 19 MR. MARTIN:
20 don't have any real detail questions, it’'s 20 A.Yes. Part of the discussions that we have at
21 just a little bit of what 1 would call 21 the executive level obviously centre around
22 housecleaning. You described abit of the 22 the total of the capital budget we're
23 process of how the budget is put together from 23 proposing, how itlines up against other
24 the ground up. I'djust liketo, for lack of 24 years, the new revenue requirements that the
25 a better word, see how it gets finished, and 25 budget would require, and that is a

Page 79 Page 80

1 consideration, butit’s certainly not the 1 .Mr. Powell, every singleday | go to work,

2 prime consideration in determining what 2 there' s pressure on the operational budget, |

3 capital budget we bring forward to the Board 3 can assure you of that, and | think that’sin

4 in any particular year. 4 the context | would respond to your question,

5 Q.No. No, | appreciatethat. Soit does get 5 that it doesn’'t necessarily flow from the

6 finished off, in the sense you started at the 6 capital budget. If we identify an opportunity

7 bottom, interms of people submitting it, 7 for savingsin any of these capital itemsor

8 processed right up to the top and you' re--you 8 anything else that we can come up with regards

9 finish theloop intermsof saying okay, go 9 to anew process that would be acceptable and
10 ahead, we know--we appreciate this. So my 10 also result in reducing our operating
11 next questionis: given that, and at the 11 expenditures, then we certainly move forward
12 discussion level that, again the capital 12 on that and implement it. | can’'t say from a
13 budget require $1.7 million and is there then 13 personal perspectivethat it's tied directly
14 the message sort of taken saying that if this 14 to therequirement for an additional $1. 7
15 in capital requires us to produce $1.7 15 millionin revenueasa result of the 2005
16 million, on operations, we should be looking 16 Capital Budget.
17 to save our portion of that. So in the scheme 17 Q. So when you sit around at the corporate level,
18 of things, whenwe present a operational 18 top level, and deciding these things, there’s
19 budget, one would balance out the other? 19 no employed pressure saying that we' [l accept
20 MR. MARTIN: 20 this as the minimum capital budget this year,
21 A.No, | can't say it'sdone in that context, at 21 but there should be some sort of savings worth
22 least from my perspective. 22 the system, whether it's a productivity type
23 Q. Youdon't feel any pressure thenthat you 23 showing that sure, we'll spend this $40 odd
24 should--okay--any more than usual. 24 million, your portion of it, that there should
25 MR. MARTIN: 25 be a corresponding productivity results. So
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1 COMMISSIONER POWELL: 1 assume that 2006 would be roughly the same and
2 therefore, when we go to another rate hearing, 2 2007 would be something less. But 2008 would
3 it would wash out? 3 seem to be, you' re going to have alot of room
4 MR. MARTIN: 4 for manoeuvring. So I’'m just wondering when
5 A.No,| can'tsay thereis inthat context. 5 you did this planning out and the budget
6 Like | say, there are pressures on our 6 indicated that maybe over the next two years,
7 operating budget every single day. 7 with this 1.7, 1.3., .4, you'relooking at
8 Q.| appreciate that. 8 roughly $5 million that any thought given to
9 MR. MARTIN: 9 massaging this so it--and loading more of it
10 A.I’'msureyou’ll appreciate that, yes. 10 in 2008, so it wouldn't be there?
11 Q. Canl askthen, Mr. O'Ridly, if he would 11 MR. MARTIN:
12 bring up the schedule onthe application, 12 A. | think there' s--I’d like to respond with two
13 Schedule D, page E-1. No, Schedule E, excuse 13 pointson that. First of al, | think you
14 me. There's only one. Thisis the capital 14 haveto be very, very careful about the 2008
15 expenditure budget 99 to 2008, and looking 15 number, at least personally. The TRO budget
16 hereat the 2005 and it showsthat the $42 16 of that component of that particular estimate
17 million and it shows at 2006 it’ s roughly the 17 is$7.8 million, and | have to be quite frank
18 same. 2007 it’s going to be backed off a bit, 18 with you that | wouldn't put awhole lot of
19 and in 2008, it looks like it’s going to be a 19 stock in the accuracy of that number. The
20 fairly soft year from acapital expenditure, 20 further we get out in time, the less we know
21 and | redlize these are projectionsand | 21 about what we're going to have to budget for.
22 realize that everything from Mother Nature on 22 Y ou know, the numbersin 2005 obviously are
23 can change that. And when | go back and look 23 accurate based upon detailed cost estimates
24 at Mr. Roberts testimony saying that the 2005 24 and so on. 2006, probably close to the same
25 would mean an increase of 1.7, you can almost 25 thing. 2007, as you suggested, a little
Page 83 Page 84
1 softer. 2008, if | can be quite frank with 1 you've described it, that we just looked at
2 you, we start to fall off the end of the earth 2 the 2005 budget, saw that it was $42 million,
3 with regards to the accuracy of these 3 that we perhaps got some softer areas out in
4 estimatesin all the itemsthat we' ve been 4 '07 and '08 and based on that alone, moved
5 able to identify out that far. So personally 5 them out. The proposal that we brought before
6 I wouldn't put awhole lot of stock inthe 6 you this particular week are ones that we are
7 $7.8 million for TRO. 7 convinced need to be done in the best
8 | think your other point with regards to 8 interests of the customersin 2005.
9 are we concerned about this and do we look at 9 .Isitfair tosay alot of theitemsinthis
10 deferring things, the answer to that isyes. 10 budget, my first--when| read it without
11 As these budget proposals come from the 11 reading any of the testimony, | looked at the
12 regions and are reviewed at the various 12 budget, except for a couple of projects,
13 levels, there are numerous proposals that, 13 Rencontre East is one that comes to mind, but
14 first of all, aredecided well, they’re not 14 alot of them are maintenance driven, trying
15 really capital items. They should be put in 15 to rehabilitate the system or just maintaining
16 our operating account and then they show upin 16 the system, and if you don’t spend them now as
17 future years as operating projects. There are 17 acapital item, they may have to be spent
18 lots of other projects that are deferred, that 18 tomorrow morning because things may happen.
19 weeither don’t think they’'rejustified at 19 Soit’sjust a question of timing and best--1
20 this particular point in time or that they can 20 wouldn’t want to use the word estimate--best
21 be deferred. There' snot asignificant risk 21 experience saying it should be done this year?
22 to the customer or so on, and they are pushed 22 (Time: 11:30 am.)
23 off to 2006, 2007 and perhaps even someto 23 MR. MARTIN:
24 2008. So that process happens, but it doesn’t 24 A.l like touse the expression engineering
25 happen under--or | think inthe way that 25 judgment.
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1 COMMISSIONER POWELL: 1 we'relooking at the risk involved. We're
2 Q. Yes okay. 2 looking at the results of inspections. We're
3 MR. MARTIN: 3 looking at theresults of tests that we
4 A Peoplein other disciplines sometimes don’t 4 conducted, and again, based upon our
5 like that particular phrase, but it's one we 5 experience and knowledge and engineering
6 use al thetime. 6 judgment, we are recommending to the Board
7 Q. Yes S0 redlyit'snota question whether 7 that these projects be donebased on the
8 thismoney isgoing to spent. It will be 8 schedule that we' ve brought forward.
9 spent whether it’s 2005 or 2008 or ' 09, let’s 9 Q. Oneother itemthat wasreferenced by your
10 say. 10 legal counsel, the method of--the Board
11 MR. MARTIN: 11 outlined some guidelines for putting together
12 A. Or tomorrow morning. 12 budgetsin P.U. 7, Schedule 3, and one of the
13 Q. Or tomorrow morning. 13 conditions, condition ning, and we asked the
14 MR. MARTIN: 14 Corporation to provide a description and
15  A. That’scorrect. 15 related documentation outlining the results of
16 Q. And it may be spent plus additional money, if 16 any discussion of the project that have taken
17 it's not spent in 2005, in 2008 because of - 17 place between utilities in an effort to reduce
18 MR. MARTIN: 18 expenditure, providing duplication of service
19  A.Yes, we could be doing ongoing replacement of 19 or increased sharing of resources and
20 insulators, for argument sake, and spending 20 expenses. Areanythingin thetransmission
21 dollars going back and going back and going 21 and rural operations that would have come
22 back replacing onesies and twosies and 22 under that category? And if so, are there -
23 threesies and all of a sudden next year now we 23 MR. MARTIN:
24 get into a catastrophe and we got to go and 24  A. Thereareacouple of itemsin the budget that
25 replace them all. So what we're doing hereis 25 we'vehad at least preliminary discussions
Page 87 Page 88
1 with Newfoundland Power on.  Most 1 get this piece of equipment in our own hands,
2 particularly, | guess, we not only talked to 2 that they could potentially useit to reclaim
3 them, but we gave them a presentation on our 3 the oil intheir power transformers, extend
4 proposed Wood Pole Management Program. My 4 thelife of their unitsaswell. Sothat’s
5 recollection of their responseis that they 5 just two examples that come to my mind where
6 were supportive of what we were proposing to 6 in this particular application there are
7 do. They weregoingto help usin any way 7 proposals that we talked to Newfoundland Power
8 they could with regards to providing test 8 with and hope to deal with them again in the
9 results and information related to their own 9 future. Again, the idea being to try and keep
10 wood pole experiences out in the field, and 10 the coststo therate payer aslittle as
1 depending upon the success of our program, as 1 possible.
12 we move forward and report back to the Board 12 Q. Good, thank you. That was one of the points
13 and they see the results of the program, they 13 of having the--in part of the order, sol’'m
14 may or may not be interested in either joining 14 gladto see that that’s active, alive and
15 it or coming up with their own program or 15 well. One other little thing, when we were--|
16 something similar to that. Sothat’s one 16 sat in on Newfoundland Power Capital Budget,
17 instance, | think, where we' ve shown some 17 you referred to asyour sister utility, and
18 coordination. 18 one of the requests they wanted, I’m probably
19 I’ve also talked to one of the executives 19 winging the words here, but essentialy, the
20 at Newfoundland Power with regardsto our 20 concept that when they sent somebody up a pole
21 intention to buy this oil reclamation unit and 21 to do ajob, something would have broke, had
22 Newfoundland Power had numerous power 22 broken, and while they’re up the pole, they
23 transformers on their system and many of them 23 may have done three or four other things that
24 asold or older than ours, and we think it 24 may not necessarily fit in their plan, but the
25 would be beneficial for them aswell, once we 25 cost of getting the equipment to the pole and
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1 COMMISSIONER POWELL: 1 obvioudly it dependsupon whether or not
2 getting somebody to get up the pole, whether 2 you've got the equipment and the materials
3 it's alightning arrestor or insulator or 3 availableto carry out that particular repair,
4 whatever, they did the other three or four 4 but assuming that we do, then we would
5 things at that particular point intime. And 5 obvioudly, in the interest of efficiency, do
6 they had a budget request for--1 can't 6 that particular piece of work at that time,
7 remember exactly what it was, but again, | use 7 certainly.
8 my words, and that’snot the way to describe 8 Q.| wasthinking more so not that if something
9 it, as a contingency to cover off putting 9 broke. | gather, reading what Newfoundland
10 those extra lightning arrestors or whatever it 10 Power is doing, that you have all these
11 was, because they knew the probability things 11 insulators out there, you know that you're
12 would happen. They had that actually in their 12 going to replace them al eventually.
13 capital budget, and they had the documentation 13 MR. MARTIN:
14 proving that it was the least cost, efficient 14 A Right.
15 way of doing it. Isthat apolicy of Hydro, 15 Q. But there's a line down in southwest
16 that once you go up a poleto fix something, 16 Newfoundland, to use the expression, something
17 if there’s other thingsup there that in the 17 happens that you have to go in and fix it, and
18 scheme of things you may be planning to fix it 18 it may be something not related to the
19 in 2007, but since | got somebody up that 19 insulator. You cango upandfix that one
20 pole, do it now? 20 thing, but since you're up on the pole, the
21 MR. MARTIN: 21 insulator is going to go in a couple of years
22 A.Yes. | mean, generaly speaking that isthe 22 time, you might as well take that off and put
23 policy of Hydro. If we go to fix a particular 23 onethere now? | mean, isthat--when you go
24 item and we find something else that’s amiss 24 to that pole -
25 or needs to be adjusted or even replaced, 25 MR. MARTIN:
Page 91 Page 92
1 A.No,if | read you correctly, | don’t think we 1 that answers your -
2 would do that. I'm not saying one isright or 2 Q. Yes Thatwaswhat | asked and you answered
3 wrong, but if we go up apoleto fix aproblem 3 it. That'sall the questions | have. Thank
4 and there's a coB insulator there, for 4 you very much.
5 argument sake, and during the inspection of 5 MR. MARTIN:
6 that pole, theinsulator hasn't failed, it's 6 A.Yourewecome.
7 dtill in tact, it doesn't show any of the 7 CHAIRMAN:
8 signs of theradial cracks we see, you know, 8 Q. Thank you. Commissioner Martin.
9 leading to adefective situation on that 9 COMMISSIONER MARTIN, Q.C.:
10 particular insulator, then normally we would 10 Q. lthink the questions| had coming in have
11 not fix it. The insulator is still there. 11 pretty well been canvassed, but thereisone
12 It's performingits function, and| don’t 12 fact that occurred to me, with respect to the
13 think we would replace it. Now | stand to be 13 price of oil these daysand the way it seems
14 corrected on that, but that’ s my impression of 14 to be trending up, has any thought been given
15 what we would do. Obviously if we saw the 15 toyour Isolated Diesel Systemsin terms of
16 cracks and whatever intheinsulator, if it 16 whether or not because of the change in
17 was sufficiently developed, that it caused our 17 economic conditions now, it would be viable to
18 line workers or whatever, our supervisor, a 18 look at an off-oil program and perhaps connect
19 concern, then we would obviously replace it at 19 some or al of these Isolated Dieselsto the
20 that time. But if the insulator was good, the 20 grid? Canyoutell meif there' s any thought
21 inspection looked good, if it tested well, 21 given to that?
22 then just because it’s a coB insulator that we 22 MR. MARTIN:
23 may be looking at replacing in 2008 or 2007 in 23 A.Yes, I'm sure, Commissioner Martin, there's
24 the program, would we replace it at that time? 24 been thought given to that. One of the
25 No, my feeling is that we would not. | hope 25 functions of our system planning department is
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1 MR. MARTIN: 1 and I’'m not quite sure, such as B-50 and B-66,
2 to continually review this, onan ongoing 2 B-50 relating to upgrading distribution
3 basis, to see whether or not there is 3 systems, and that involves replacement of
4 justification for interconnecting any of these 4 deteriorated poles, although I'm not quite
5 isolated rural communities to our system. 5 sure what percentage of that particular
6 Obviously therising price of oil would be one 6 project would relate to deteriorated poles,
7 of the impacts that they would be looking at 7 and | appreciate the B-66 project, the English
8 on an ongoing basis. The particular project 8 Harbour West system, only involves 35 poles.
9 at Rencontre East, and I’'m sure you're aware 9 But I'm just wondering, can you clarify how
10 of this, isdriven by the fact that we had an 10 that deteriorated pole replacement relatesto
11 opportunity there to do something. The plant 11 the project in B-28, the overall program?
12 was destroyed. We could put the money either 12 MR. MARTIN:
13 into an interconnection or anew plant, and 13 A.Yes. Theprogram that we' re proposing under
14 that was, for us, abit of ano brainer, if 14 replace wood poles transmission on B-28 only
15 you will, but | take your point, and yes, our 15 refers to the poles on our high-voltage
16 system planning department, which Mr. Haynes |16 transmission system, the 69 kV, 138 kV and 230
17 can perhaps discuss with you in more detail, 17 KV transmission lines. So that’s where we're
18 they are always looking at ways and means that 18 focusing our attention initially. It hasthe
19 we could interconnect some of these 19 biggest impact on the system with regardsto
20 communities and get them off diesel fuel. 20 reliability of thetotal system. So we're
21 Q. That wasthe only question | had. 21 only, at this point intime, looking at the
22 CHAIRMAN: 22 26,000 wood poles on the transmission network.
23 Q. Mr. Martin, | wonder if you could just clarify 23 The project referred to under B-66 isthe
24 for me, inrelation to the Wood Pole Program 24 replacement of deteriorated poles on the
25 on B-28, there' sacouple of other projects, 25 English Harbour West distribution system.
Page 95 Page 96
1 They, no doubt, are ona25kV or 12 1/2 kV 1 there?
2 system and do not come under--they’ re part of 2 MR. MARTIN:
3 the 75,000 wood poles | mentioned in our 3 A.No, there wasn’t. There are numerous problems
4 presentation that are on the distribution 4 onthat line. We'relooking at the phase
5 system, and they’'re not covered by our 5 spacing on the line. We're looking at
6 proposed Wood Pole Management Program. 6 installing mid-span poles, changing cross arms
7 Q. Doesthat apply tothe upgrade distribution 7 and soon. So typically wherethere's a
8 system? Obvioudly it does. 8 multiple number of problems that we've
9 MR. MARTIN: 9 identified as root causesfor outages, it’'s
10 A.Yes. Yes, that's correct. 10 really not practical or even sensible to go
11 Q. Okay. With regard to the project outlined on 11 back and try to predict how much of an
12 B-54, upgrade distribution line L7 St. Anthony 12 improvement you'regoing to see. Another
13 to Cook’ s Harbour, in the justification there, 13 important factor to remember about thisline
14 you conclude that "replacement of this section 14 isour statistics as quoted only refer to what
15 of lineis expected to result in reducing the 15 we call sustained outages. They are one
16 SAIFl and saiDl indicesfor thissystemto a 16 minute or longer, and | think we did mention
17 level closer to the Hydro average." When you 17 herein the justification that one of the
18 say to a level closer to the Hydro average, 18 problems we've seen on that particular
19 marginally closer, moderately closer, 19 distribution circuitis momentary outages,
20 substantially closer? 20 with regard to lineslapsand so on. That is
21 MR. MARTIN: 21 another important issue that we're going to
22 A.Again, it's-doing these what-if analysis, 22 correct by this problem that won't necessarily
23 that we call them, it’'s extremely difficult to 23 show up in the statistics at theend of the
24 accurately quantify the expected improvements. 24 day, but the numbers, as you'll see,
25 Q. Sotherewas awhat-if analysis done here, was 25 particularly with regards to the duration of
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1 MR. MARTIN: 1 expert in air-conditioning systems, so I'm
2 the outages, the saIDI at 30.13 on the top of 2 speaking just from information I’ ve gathered
3 page B-55, comparing that with the Hydro 3 from others. As| mentioned before, we did
4 average of 11.9 or say 12, it'stwo and a half 4 try those in oneor two of the offices out
5 timesthe Hydro average. Thereis no doubt 5 there. Inthe estimation of our engineering
6 that these upgrades will significantly improve 6 people, they weretotally inaccurate. The
7 those numbers, but to what degree, we can’t 7 people there still had to leave the room
8 accurately predict. 8 because of the heat. At times, the noise was
9 Q. Thefina question | had, Mr. Martin, related 9 unbearable. Out inthe larger office areas,
10 to the air-conditioning systemsin Whitbourne 10 like where our clerks and our office
11 and Stephenville, and | have to confess, you 11 administration people sit, out in the genera
12 know, I'd like to have some elaboration as to, 12 office area, as | understand it, you cannot
13 you know, why your alternative methods of 13 cover off the air-conditioning in an arealike
14 looking at correcting that system were not 14 that through a window-type unit.
15 deemed to be appropriate, you know, in 15 Q. How many squarefeet areyoutalking about
16 particular with regard to using the window- 16 there?
17 type air-conditioners or wall-mounted air- 17 MR. MARTIN:
18 conditioners you might see? You know, they 18  A.l believe we have that in the responseto an
19 appear to be, you know, so commonto seein 19 RFI.
20 office buildings anywhere around St. John’s or 20 MR. HOLDEN:
21 the province, and I’'m particularly interested 21 A.IC2L
22 asto why they were not appropriate or would 22 MR.O'RIELLY:
23 not work in Stephenville or - 23 Q. Could you repeat that?
24 MR. MARTIN: 24 MR. MARTIN:
25  A.Wadll, asl understand it, I’'m certainly not an 25 A.IC-2L
Page 99 Page 100
1 GREENE, Q.C.: 1 MR.HAYES:
2 Q.Yes. No,it'snot there. It'si1C-20. 2  Q.No, Mr. Chair.
3 MR. MARTIN: 3 CHAIRMAN:
4 A 20, is it? The general office area in 4 Q. Mr. Hutchings?
5 Whitbourneis roughly 650 squarefeet. We 5 HUTCHINGS, Q.C.:
6 also have a boardroom there of 344 square 6 Q. Nothing arising.
7 feet. In Stephenville, if I'm reading this 7 CHAIRMAN:
8 correctly, the general office areaisroughly 8 Q. Anything?
9 300 sguare feet, with aforay and corridor 9 MR. COXWORTHY:
10 areaand they are connecting into that, so 10 Q. Nothing, Chair, thank you.
11 that particular areaisroughly closeto 600 11 CHAIRMAN:
12 square feet. 12 Q. Okay. Fine, thank you, gentlemen.
13 CHAIRMAN: 13 MR. MARTIN:
14 Q. Okay, and | guess, areyouindicating it's 14  A. Thank you.
15 because of the configuration internally of the 15 MR. HOLDEN:
16 room that these outside air conditioners 16  A. Thank you.
17 wouldn't be appropriate? 17 GREENE, Q.C.:
18 MR. MARTIN: 18 Q. Mr. Chair, our next witnessis Mr. Haynes, the
19  A. That’smy understanding, yes. 19 vice-president of production, who will speak
20 Q.| have no further questions. Ms. Greene, 20 to, at thistime, tothe Hydro plants and
21 anything arising? 21 thermal plant projects. It'll only take a
22 GREENE, Q.C. 22 moment for him to get set up. Thank you very
23 Q.| havenoredirect, Mr. Chair. 23 much, Mr. Martin and Holden. At thistime, we
24 CHAIRMAN: 24 do have acopy of a presentation that Mr.
25 Q. Mr. Hayes? 25 Haynes, or some slidesthat Mr. Haynes will be
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1 GREENE, Q.C.: 1 dispatch on a 24-7 basis of the main system
2 speaking to as we do his direct evidence. 2 grid, and thedispatch of the hydro and
3 (Time: 11:48 am.) 3 thermal generating plants. Also, the
4 MR. JAMES HAYNES, SWORN 4 production division looks after the
5 CHAIRMAN: 5 information systems and telecommunications
6 Q. Stateyour full name for the record, please. 6 department and they provide computing services
7 A.JamesHaynes. 7 to basically all of Hydro, hardware and
8 GREENE, Q.C.: 8 software.
9 Q. Mr. Haynes, what isyour current position at 9 Q. Mr. Haynes, could you please identify what the
10 Hydro and what are the responsibilities of 10 pictures that have come up on the screen?
11 that position? 11 A. Sorry?
12 A.I'm currently the vice-president of 12 Q. The pictures, could you please point out what
13 production, and the production division is 13 -
14 responsible for six areas of Hydro. First of 14 A.Oh,I'msorry. The picture in thetop left-
15 al, we look after the planning of any new 15 hand corner is the hydro facility at Bay
16 generation, transmission or distribution 16 D’Espoir. That'sthe largest hydro facility
17 systems through the system planning 17 that we have on theidland, containing two
18 department. We also look after the operation 18 power houses. In the bottom right-hand corner
19 and maintenance of the Hydro plant, which is-- 19 isthe thermal plant at Holyrood, which is
20 I’m sorry, | should go back. With respect to 20 three generators and 466 megawatts. And |
21 the hydro generation, we look after Bay 21 guessthe other thing that’s shownin that
22 D’ Espoir plant, Cat Arm plant and so on. We 22 particular slideisjust atypical microwave
23 also look after the thermal facility operation 23 tower that we use in our cross-island
24 and maintenance at Holyrood, and the energy 24 communication system, and would likely be the
25 control centre looks after the economic 25 host to some of the VHF radia systems as
Page 103 Page 104
1 well. 1 3inthelate 70s, early 80s.
2 Q. Those picturesjust give agenera indication 2 Q. Andin your role with respect to Churchill
3 of some of your areasof responsibility for 3 Falls, | understand from your answer that you
4 Hydro? 4 were responsible for the hydroelectric plant
5 A.That'scorrect. 5 that’s there?
6 Q. How long have you been with Hydro? 6 A. Thehydroelectric plant, that’s a pretty broad
7 A.I'vebeen with Hydro for 27 and a half years. 7 job, actually. It'sthe hydro plant, the
8 Q. Howlong inyour current position as vice- 8 transmission lines, the terminal stations,
9 president of production? 9 transportation, airport, pretty well
10 A. About three and a half yearsin this position. 10 everything there, actually.
11 Q. What were the positions you held prior to your 11 Q. And how largeisthe Churchill Falls plant?
12 current position? 12 A. That'sa5428 megawatt facility.
13 A. Since joining Hydro in 1977 I’ve been in 13 Q.It's one of the largest underground
14 various positions in the operations, 14 powerhouses in the world, is that correct?
15 engineering and planning division sections of 15 A.ltis thelargest underground powerhousein
16 Hydro. Most recently--also at Churchill Falls 16 the world.
17 for several years. And when | left, | wasthe 17 Q. Now, looking tothe 2005 Capital Budget,
18 general manager of that facility. And prior 18 looking here now at page A-1. What projects
19 to that | was the director of plant operations 19 are you responsible in speaking at this
20 and maintenance. Prior to going to Churchill 20 hearing?
21 Falls| was amanager of transition planning 21 A.lwill bespeaking to the generation items
22 in the planning division, and prior to that a 22 under generation for 2005, as well, the--with
23 planning engineer, | worked in engineering 23 the exception of the gasturbinesat Happy
24 operations and | worked for alittle over two 24 Valley, Stephenville and Hardwoods which come
25 years on the construction of Holyrood unit No. 25 under TRO. Aswell, I'll be speaking to the
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1 MR. HAYNES:

2
3
4
5
6
7
8
9

Isand T sections of the general properties,
they also come under the production division.

Q. Okay. Before we get into the specific

projects, | wonder if you could please just
describe, as Mr. Martin did for his system,
take the Commissioners through the system that
you are responsible for?

.Okay. Thisdlideisjust basically arepesat,
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have hydro plants at Bay D’ Espoir, whichis
580 megawatts and 2635 gigawatt hours. We
have Upper Salmon, which is 84 megawatts and
541 gigawatt hours. Andwe have Cat Arm,
which is 127 megawatts and 735 gigawatt hours.
Hynes Lake, which is connected to the 138 grid
that Mr. Martin was describing is 75
megawatts, 340 gigawatt hours. And our newest
hydro plant, of course, isGranite Canal,

10 | guess. Wewere referring to the hydro 10 which isin service and operating well now at
11 plants that come under the production 11 40 megawatts and 224 gigawatt hours. That's
12 division. Asl’ve mentioned before, it's Bay 12 the hydro plants. We have some smaller ones
13 D’Espoir. There are several otherswhich I'll 13 at Paradise River and Snooks and Venans. And,
14 describe shortly. And the thermal facility 14 of course, Holyrood, whichison the Avalon
15 which obviousdly the primary onethat | look 15 Peninsula, which is the biggest generating
16 after isthefacility a¢ Holyrood whichisa 16 source on the Avalon is 466 megawatts and we
17 fairly big piece of our generation portfolio 17 plan for 2996 gigawatt hours per year. With
18 and avery critical one, | might add, and as 18 the exception of Granite Canal, which isanew
19 well as the communications and the corporate 19 one, most of this equipment isin excess of 25
20 communications and computing facilities also 20 yearsof age. And we must invest capital to
21 come under production division. So, with 21 insureit remainsreliable and at the most
22 respect to the system map, just got to get 22 reasonable cost to serve our customers' needs
23 this cursor to work. Excuse me. Thereitis. 23 and to ensure reliability is--that we are
24 Basically with respect to the transmission 24 dependable in our delivery of power and
25 grid, the transmission system basically we 25 energy. Aswell for the energy control
Page 107 Page 108
1 centre, which isslipped in there in the slide 1 listing starts. And could we go to page A-5,
2 presentation, that isthe arenawhere on a 24 | 2 Mr. O'Rielly? Hereon page A-5we seethe
3 hour basis the generation is turned on and off 3 similar listing of projectsfor the thermal
4 or scheduled from the point of view of how 4 plant which isHolyrood. Werethe project
5 many megawatts comes from where. It aso 5 descriptions that are contained in Schedule B
6 looks after the voltage regulation on the 6 for each of these projectsthat are over
7 system and dispatches transmission lines, 7 $50,000 prepared under your direction?
8 responds to customer outages or equipment 8 A.Yes, they were.
9 outages and facilitates the planned outages of 9 Q. Doyou accept them asyour evidence for the
10 lines and plants to ensure maintenance is done 10 purpose of this hearing?
11 and also to ensurethat there'sa minimum 11 A.Yes | do.
12 interruption or disruption to our customers. 12 Q. Bvidence waspre-filed on August 10th for
13 Lastly, | guess, across the island, which we 13 production. Do you wish to make any changes
14 have not indicated, there is a communications 14 to the evidence at this time?
15 system. The backbone communication systemis |15 A. Yes. There weretwo minor corrections | would
16 amicrowave radio systemand of course we 16 like to make in the pre-filed evidence.
17 maintain the vHFradio system so we can 17 Firstly, on page 2.
18 communicate with our workersand the plantsor |18 Q. Page?
19 field crews doing the various maintenance, 19 A.Page2if | couldfirst, I'm sorry. On page
20 both routineand emergency that basically 20 in the table it indicates that the
21 happen on adaily basis. 21 Stephenville gas turbine is 25 megawatts
22 . Mr. O'Rielly, could you bring up, please, page 22 installed capacity. It's, in fact, 54
23 A-47? Here, Mr. Haynes, beginning on page A- 4 |23 megawatts. | apologize.
24 of the application we see the breakdown of the 24 Q. Sothat wasjust asimple typo or anyway, it
25 projects under Hydro plants. That’s where the 25 was a mistake?
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1 MR. HAYNES 1 CHAIRMAN:
2 A.Yes 2 Q.| see Sure yes.
3 Q. The25 shown for Stephenville for installed 3 GREENE, Q.C.:
4 megawatts should be 54, is that correct? 4 Q. Themoney wasn't all spent during the year,
5  A.That'scorrect. And the second correctionis 5 it's been spent prior to and during.
6 on page7, line 27. And atline 27 it 6 CHAIRMAN:
7 indicates that the expenditures during 2004 7 Q. Okay. Thank you.
8 were $3.1 million. Thatis, infact, the 8 GREENE, Q.C.:
9 expensesup totheend of 2004. Therewas 9 Q. Mr. Haynes, you were present when Mr. Martin
10 approximately $387,000 spent on that approved 10 testified and explained his roleas vice-
11 project, I'm sorry, in 2003. So it'sjust 11 president at Hydroin the Capital Budget
12 replace the word "during" with "up to". 12 process. Isthat asimilar role to your role
13 Q. So that's on line 27, replace the word 13 as vice-president of production?
14 "during"” with "up to", isthat correct? 14 A.Yes, that basic process is pretty consistent
15  A. That'scorrect. 15 throughout Hydro.
16 Q. With those two minor amendments, do you accept 16 Q. Mr. O'Ridly, now could we goto page A-4,
17 your August 10th evidence as just amended as 17 please? Andwhich we're going to start
18 your evidence for the purpose of this hearing? 18 looking at the specific 2005 capital projects,
19 A.Yes | do. 19 work production under the heading here of
20 CHAIRMAN: 20 "Generation”. Thefirst headingis "Hydro
21 Q. Soreplace the word "during" on line 277 21 Plants'. What type of projectsare inthis
22 GREENE, QC. 22 category?
23 Q. Yes With"upto". 23 A. For the construction project grouping there,
24 A.Yes "upto". It'supto theend of 2004 we 24 with the exception of the fuel tank
25 would anticipate. 25 replacement, they are projects directly
Page 111 Page 112
1 related to the age of facilities and they’'re 1 plant from Cold Spring Pond. This structure
2 intended to ensure continued availability to 2 is approximately 21 years old. And there were
3 meet our customers needsreliably and cost 3 issues during construction with respect to
4 effectively. The fuel tank proposal is a 4 that slope and there’ s been afair bit of time
5 regulatory requirement which will bring these 5 and effort spent looking at it, doing some
6 fuel systems up to compliance with legislation 6 small operating remedia work in the sense of
7 sowe can get the necessary approvals and 7 bermsand soon. And it'sbeena growing
8 registrationsin place fromthe provincial 8 concern with our Dyke Board, who are agroup
9 regulator. 9 of national consultants, basically, who come
10 (Time: 12:00 p.m.) 10 in once ayear to oversee our dyke safety and
11 Q. Now, there are two significant projects there 11 mai ntenance program to give us suggestions, to
12 under that heading of "Construction Projects’ 12 give us advice on how to properly ensure that
13 under "Hydro Plants' that I’ d like to talk--or 13 they remain safe, intact and do their jobin
14 you to give evidence with respectto. The 14 thelong term. The particular project was
15 first isthe Slope Stabilization Project for 15 approved in 2004 and the 2004 work is
16 Upper Salmon. Could you please describe that 16 basically to do an engineering review to come
17 project, Mr. Haynes? 17 up with apermanent long-term, long-lasting
18 A.Yes. I'll just use the dide. This 18 solution. The particular issue and more, |
19 particular picture on the screen right now is 19 guess, this particular--thisisthe item of
20 apicture of the Upper Salmon development. 20 concern, it's about 400 feet along this
21 And over in thetop right-hand corner where 21 particular canal and thisisa fairly steep
22 the cursor isright now is ageneral area of 22 dlope. It's 40 meters--excuseme. It's
23 concern that we have, andit'sbasically a 23 approximately 40 meters higher than the water,
24 slope stability issue with the power canal. 24 although it doesn’t quite look like it on the
25 Thiscanal isused to direct water to the 25 screen, but that isthe actual height. It's
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1 MR. HAYNES:

fairly wet. And what happensis that there
are issues with respect to the sope
stability. And thefear is that eventually
that this particular slope will dideinto the
canal, block it off, possibly undermine the
other bank which would causea lossfor a
considerable of time. Thisis amore specific
shot just looking at the actual slope. And
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asort of run of the river plant, it’s behind
Bay D’Espoir. Most of thewater that gets
turbined at Bay D’ Espoir goes through Upper
Salmon. If that plant is rendered unavailable
because we have a slope failure, we would have
to spill around Upper Salmon plant, so--and
when we spill around, we won't lose the water
from Bay D’Espoir, but wewon't have the
opportunity to generate that particular

10 you can see these particular lines here where 10 turbine, that water. Andthat particular
11 there' s some shifting or the geotechnical term 11 plant average in a year displaces
12 may not be dliding, but sort of dliding or 12 approximately 850,000 barrels of oil. If the
13 sloping of the dyke material into the canal. 13 outage was for six months, then basically it
14 So this particular project isin our view very 14 would be, you know, 400,000 barrelsof ail
15 important to retain the integrity of the dyke 15 which obviously is aconsiderable cost factor
16 in the long term, to prevent afailure and as 16 to Hydro. So, what we propose to do, and this
17 | said, the Dyke Board has been particularly 17 work is ongoing as we speak, isto define the
18 engaged in the last number of years. In fact, 18 solution. The estimate that we put forth in
19 they’ve mentioned itin their reviews on 19 the Capital Budget was as phrased is a
20 several occasionsin the past, some, quite a 20 preliminary one. It'sunder review as we
21 number of occasions. And | guess thislast 21 speak, again. And what wewant to doisdo a
22 review | guess we have concluded that we 22 planned methodical repair and not be pushed
23 really need to take a hard look at this and to 23 into the corner and have to do an emergency
24 remediate the particular work. The situation 24 repair in the middle of thewinter, which
25 with Upper Salmon, | should add, isthat it is 25 would be not a very opportune time to do this
Page 115 Page 116
1 kind of work, and quite possibly impossible to 1 wood stave penstock, it's leaking, it'svery
2 doitat that time of the year, which would 2 deteriorated, runs through the community,
3 extend the outage. So that’s that particular 3 which posesobviously some safety aspects
4 slope stabilization project. 4 which we are very cognisant of. Continuing to
5 Q. Now, Mr. O'Rielly, could you return to page A- 5 operate the plant asit isright now is not an
6 4, please? The second significant project 6 option. Andthe$1.9 millionthat we have
7 that's there under the heading of 7 budgeted for the whole project isatwo-year
8 "Construction Projects" isthe--that I'd like 8 project. 1n 2005 we want to do a--we planto
9 to speak about at this time is the replacement 9 do an engineering review and to define the
10 of the Penstock for Snook’s Arm where thereis 10 scope of work and to bring thisbasically to a
11 aproposed capital expenditure of 115,000in 11 point where we can move oninthe most cost
12 2005 with 1.8 million in future years. Could 12 effective way. The penstock itself, thisis
13 you describe that project for the Panel, Mr. 13 just acollage of picturesof the penstock.
14 Haynes? 14 It'satypical, | won't necessarily say old
15 A.Yes. The Snook’s Arm plant was acquired by 15 fashioned, but it's typical wood stock
16 Hydro in 1967 or '68, | believe. It'sasmall 16 penstock that’s been around the system for
17 590 kilowatt plant, it's still used and 17 years. Thisiscalled brooming. These steel
18 useful, it does displace cil. The plantis 18 bands basically kept the wood staves together.
19 located in approximately this arearight here. 19 It's | think atwo by four inch Douglasfir is
20 The actual reservoir is up here and a penstock 20 the material. 1tis50 yearsold, so thisis
21 more or less followsthisroad down through 21 not an uncommon--you see the brooming. On
22 thishousing areaand so on. So the plant 22 this picture right here you can seethere are
23 itself is approximately 50 yearsold, and as | 23 metal plates pushed in various places and
24 mentioned, it's still economic and does 24 under--for instance, right hereis one here
25 justify the work planned, in our view. The 25 that are pushed under the steel band to secure
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Page 117
1 MR.HAYNES:

aleak, to keep thewood in, to keep it, |
guessfor lack of abetter word, to keep it
together. In the lower right-hand corner you
can see some of the novel repair techniques
that some fellows use when they’ re desperate.
It'sbasically they’ve driven nailsin. That's
not agreat way to doit, but | guessat the
time, this has been done for a number of years
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Page 118
penstock. If there were aleak to happen, it
would cause property damage and obviously
safety issues with the local residents. So,
we have looked at the option to, you know, to
retire the plantin our study which was
provided in thetab G, | believe, and the
least cost alternative isto basically replace
the penstock and the levelized cost that we' ve
calculated over the long term is approximately

10 by various people, | guess, and so on. But 10 six cents a kilowatt hour and the alternative
11 that isnot an appropriate way todo it. 11 is approximately 7.6. So it's basically based
12 Thereisreally no appropriate way unlessyou 12 on economics that it’s still a used and useful
13 takeit apart. You seethe deterioration of 13 plant and it’s prudent to replace the penstock
14 the wood here aswell. And obviously in the 14 and continue this operation. And there are
15 far right thereis afairly significant leak. 15 obviously environmental benefitsaswell, it's
16 In the wintertime these things ice up as well, 16 less oil, albeit asmall amount compared to
17 which cause other issues, and some stresses, 17 what we' d normally burn.
18 if you will, on the penstock. If iticesup 18 Q. Mr. Haynes, you mentioned the alternative of
19 too much, there’ s atendency to tear it apart. 19 not replacing the penstock and taking Snook’s
20 The centre photograph, | just wanted to, just 20 Arm out of commissioning. The alternative was
21 to indicate the location of the penstock with 21 7.6 cents per kilowatt?
22 respect to some of the houses. Sowhileit’s 22 A.Yes, that's correct.
23 not a major concern to be adjacent to that 23 Q. What did this aternative include?
24 houses, per sg, it certainly isamajor issue 24  A.That includesbasically replacement energy
25 for us with the deteriorated condition of the 25 from the Holyrood facility which isin excess
Page 119 Page 120
1 of about 5000 barrelsa year. It also 1 to page A-5? Here we see the breakdown of the
2 includes a capacity item, becausewhileit’s 2 projects that are under "Thermal Plant”. What
3 590 kilowatts, it is part of our portfolio, it 3 types of projects are listed here under
4 isused in the calculation of our system, you 4 "Thermal Plant", Mr. Haynes?
5 know, reliability criteria for generation, 5 A.Inthe thermal plant sectionthereare two
6 whichis lossof load expectation which is 6 capital intensive projectsand they are age
7 discussed often times during our general rate 7 related. One is the continuation of the
8 applications aswell as the retirement costs 8 control system upgrade, which isactualy in
9 of the Snook’s Arm plant. Wejust can’t walk 9 progressas we speak. The other projects
10 away from afacility. If weretire any plant 10 which we are proposing to start on in 2005 is
11 or any physical facility, we have to 11 the upgrade of civil structures, which
12 demobilize the site, we haveto also get 12 basically is a-similar to the job that we did
13 permission from the Public Utilities Board, of 13 last year, which isbasically to replace the
14 course, but in addition to that we have to get 14 liner in the chimney or the stack and the
15 approval from the Environment Department 15 steel works and gradings in the cooling water
16 because there isa powerhouse, there's a 16 structure which basically isthe salt water
17 penstock, there's also a dyke and dam that 17 intake for cooling water. The other project
18 would haveto beretired from service and | 18 that’s there, a significant project of
19 guess the Department of Environment would 19 $750,000 is an anti-fouling system for the
20 dictate what we have todo. Sowe have 20 cooling water system. And that particular
21 alocated monies that in our estimate would 21 system will prevent the accumulation of
22 cover off that in the, I’m sorry, the - 22 muscles in the condenser and the cooling water
23 Q. Retirement option? 23 system which cause us efficiency losses, cause
24 A. Theretirement alternative. Thank you. 24 usto derate the unit over the winter over
25 Q. Mr. O'Ridly, | wonder could you go, please, 25 periods of time until we can backwash and

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

Page 117 - Page 120




October 7, 2004

Multi-PageNL Hydro's 2005 Capital Budget Application

Page 121 Page 122
1 MR. HAYNES: 1 facility whichyou see thereis a pretty
2 occasionally get inand actually shovel it 2 complex creature to operate. And | know that
3 out, although that is alittle bit rare during 3 we' ve had some of the Board members out there
4 the winter, but itis possible. So this 4 previously and Board staff to view that
5 particular system is based on economics. It's 5 particular facility. The control systemis
6 anew system that wedo not have now. And 6 basically what allows the operators to operate
7 thisplant is, as | mentioned in the previous, 7 that planton a 24 hour basis. And the
8 some previous words, it'savery critical part 8 control system was approved last year and is
9 of our portfolio and we're striving to make 9 well under way. The Units No. 1 isoperating
10 sure it's most efficient as we can and 10 as we speak with the new control system. Now,
1 reliableas wecan. Sothisis a-and the 1 they arestill doing sometuning of that
12 economics basically justify this project as 12 system. Unit No. 2 will be completed by, |
13 well. 13 believeit'sthe first week of November or the
14 Q. Now, that was a brief overview of the types of 14 second week of November. And during 2004 we
15 projects. | wanted to look at three of those 15 will spend approximately $1.6 million of the
16 in alittle bit more detail. Thefirst isthe 16 roughly $2.6 million budget, and for 2005 it's
17 control system that’s indicated there. Could 17 acontinuation to do the same thing for Unit
18 you please describe that project which isa 18 No. 3. And basicaly it's a critical
19 multi year project that we're more than 19 component, it was forced--we were forced to
20 halfway through, is that correct? 20 change that out because of obsolescence of the
21 A. That'scorrect. 21 old equipment. And if we want to continue to
22 Q. Okay. Can you please describe that project? 22 reliably operate that plant with less failures
23 A.That particular project, maybe | can just go 23 and unplanned interruptions, then we must
24 to the next dide? This doesn’'t have alot to 24 continue to replace that particular piece of
25 say to the control system. But the Holyrood 25 equipment. And | guess as | mentioned, by the
Page 123 Page 124
1 end of thisyear when No. 2is completed, 1 through the condenser systemis that we get,
2 which will be November and all the things are 2 particularly at certain times of the year, an
3 issued, we will have spent the $1.6 million of 3 extreme accumulation of muscles. Thisisthe
4 the 2004 budget approval. 4 walls of the pipe at the cooling intake. That
5 Q. The second significant project for the 5 goes on through and the muscles actually are,
6 Holyrood therma plant you referred to 6 you know, our delicacy in some people’s eyes,
7 aready, it sthe anti-fouling system for the 7 anyway, sticksto thisthing. It affectsthe
8 cooling water system at the Holyrood plant. 8 efficiency of the condensing process. And it
9 Could you please describe for the 9 jeopardizesreliability inasense that--or
10 Commissionersthis particular project? 10 availability, | should say, in a sense that we
11  A.Yes. | mentioned afew minutesago, it's 11 have toderate. In fact, | think in--I
12 based on economics. But | guess|’ll just--a 12 shouldn’'t say | think. In 2003, for example,
13 couple of pictures of the specific issue. Our 13 wewould actually have gone induring the
14 cooling water intake, if |1 go back to--if | go 14 operating season 73 times and done backwashes
15 back to this dideright here and | can get my 15 on the condenser. When we do a backwash, we
16 cursor back, the cooling water intakes are 16 have to run back onload. So that hasto be
17 right here. Thisistheintake for Units No. 17 coordinated with the energy control centre,
18 land 2. Andthisover hereistheintake for 18 other hydro generation hasto be on, and all
19 No. 3. And whileyou don’t seeit, thisis 19 these things affect our kilowatt hours per
20 Indian Pond, which is connected to the ocean 20 barrel, which | guess is our measure at
21 to atrestle just right here. So we basically 21 Holyrood.
22 take seawater inand run it through the 22 (Time: 12:15 p.m.)
23 condenser and then basically we discharge the 23 So this particular project is approximately
24 water up through here. This particular 24 $700,000 and the payback is lessthan ten
25 pictureisyou got theintake and it goeson 25 years and what the copper ion injection will
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1 MR. HAYNES:

© 00 N O o~ WODN

do is prevent the accumulation and the growth
of these muscles, so we should maintain a
higher efficiency. It doesn’t mean we won’t
haveto backwash, but it should not be 75
times, it should be considerably less. And
basically it will maintain the condenser
efficiency which maintains the vacuum on the
turbine and allows usto do a more efficient
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Page 126
the replacement of the stack liner and the
cooling water intake screen structure at the
Holyrood Unit No. 2. During 2003--1 guessin
2002 we did the preliminary engineering on how
we're going to approach this particular
problem. Andwedid actualy carry out that
work in 2003. And what we have here, just to
demonstrate, is the actual screen structure
that we did have. Theseare just basically

10 process. And these particular dlide, by the 10 holes that are burned through the steel where
11 way, are from Holyrood, they’re not--muscles 11 the steel is eroded. Similarly, right here
12 are often a problemin many other utility 12 this particular piece isasection that was
13 seawater intakes and thisis not an uncommon 13 removed and laid down. It'sjust thelong
14 problem. And the particular system that we're 14 section is rusted, deteriorated. And these
15 proposing isa, you know, five years ago it 15 holes and weak spots, it used to be a quarter
16 was anew system, or ten yearsago it wasa 16 inch steel plate and these particular, not all
17 new system, but it's being adopted by 17 necessary punctures because we have over the
18 utilities fairly often now and we think will 18 years gone back several times and done, many
19 pay for itself very quickly. 19 times and done repairs. We would put in a,
20 Q. Thelast project inthis category for the 20 weld in anew piece of steel, but after 34
21 thermal plant | wanted to address in direct 21 years of operation it’s been deteriorated to
22 evidence is the upgrade of the civil 22 the point wherewe had to go. In fact, the
23 structures at the plant. Could you please 23 actual condition of theliner in No. 1 was
24 describe that project? 24 worse than we anticipated, becausewe had
25 .Yes. That particular project we have thereis 25 anticipated actually reusing a part of the
Page 127 Page 128

1 upper part, which was stainless steel, and in 1 automatically when the boiler pressure goes

2 fact, we had to replaceit all. And so this 2 up, but there' s still exit gasin the fireball

3 isbasicaly it's a continuation to ensure the 3 that has to belooked after and there isa

4 reliability for that in the coming future. In 4 possibility it could jeopardize the

5 the bottom left just to indicate how we did 5 availability of the whole plant, not just that

6 it, which may not be the way we're going to do 6 particular unit. And one of these units, No.

7 it next time, because this particular craneis 7 2,is 175 megawatts of our winter capability

8 apparently, we understand no longer available 8 and it'scritical that we make sure it's

9 in the province, thisis a pretty high stack. 9 available for our customers' needs.
10 | can’'t quote the number offhand, | forget. 10 Q. Sothe pictureson the screenthat we have
11 But basically we removed the old section up 11 there before us are pictures of the liner that
12 through thetop and weinstalled it down 12 was removed from the unit that has been done,
13 through. That normally in most--where a crane 13 isthat correct?
14 isnot available you actually do it from the 14 . These two on the top are and the lower right-
15 inside. But that will be determined over the 15 hand corner are theliner that was removed.
16 course of time aswe tender the project and 16 On the lower, right-hand corner these are the
17 see what the vendors actually come up with. 17 replacement sections. That's, | think, it’'s
18 Theissue with not doing it, | guess, it'sa 18 insulation and this, you can’t seeit very
19 safety issue, obviously it'sa reliability 19 well but that one there would have the
20 issue and safety issue. If the internal steel 20 insulation around it as well. This is
21 column were to collapse during operation, the 21 insulation. Thisisinsulation that’s up here
22 exit gas has to go somewhere. Obvioudly if 22 which has also been deteriorated in certain
23 thisthing falls down inside, there' slots of 23 places.
24 safety issues, but if the boiler is going, the 24 Q. And| believe you've indicated the condition
25 gas hasto escape. The boiler will shut down 25 of the liner that was removed from the other
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1 GREENE, Q.C.: 1 and the replacement costs would be
2 unit was actually worse than had been 2 considerably more. It would also render the
3 originally thought, is that correct? 3 unit unavailable for an extended period of
4 A Yes, it was, worse than we' d anticipated when 4 time. You know, we are trying to be proactive
5 we actually sought approval to replace the 5 and to propose these, you know, significant
6 stack. Andit's 34 yearsold, operatingina 6 capital replacement projects to ensure
7 salt environment with hot exit gases which 7 availability. And any failure of 175 megawatt
8 are, you know, do have obviously, you know, 8 unit, you know, that would be, put this
9 acids and so on. 9 machine out of service for months. And in the
10 Q.Doyou haveany reason to believe that the 10 winter that would be a considerable nuisance
11 condition of theNo. 2 liner would be any 11 to all our customers.
12 better condition than the other unit? 12 Q.| think itwould be more than a nuisance,
13 A.No. They were built at the same time and they 13 would it, Mr. Haynes?
14 have roughly the same operating experience. 14 A. It would be, you know, outages and -
15 We would anticipate no significant difference 15 Q. Speaking as one of those customers.
16 in the conditions. 16 A. Trying to be--there would be outages and maybe
17 Q. lsitfairtosay that anin servicefailure 17 some--we would not be able to meet peak load
18 of that liner would be considered to be a 18 very well or reliably because, you know, we
19 major serious event affecting the reliability 19 plan the system, as| mentioned on this, a
20 of the Holyrood thermal plant? 20 loss of load expectation. So all these things
21 A.Certainly. As | mentioned, it'sa safety 21 are apart of our portfolio. We have assumed
22 issue. If it does collapse, you cannot--you 22 failure rates and so on which all go into the-
23 know, we would not consider continuing use of 23 -or availability rates, they al go into the
24 the unit with out the steel liner. It would 24 calculation of our ability to meet the load.
25 deteriorate the concrete section of the stack 25 Andif we wereto pull 175 megawatts out of
Page 131 Page 132
1 our system and that were gone tomorrow, we 1 Q. Mineisgoing to bebrief but it's probably
2 would be back herethe day after tomorrow 2 just aswell.
3 seeking approval to come in and do something, 3 CHAIRMAN:
4 replace it with other generation, because we 4 Q. lthink so. Evenif it will be brief, | think
5 would be well outside of our planning 5 we'll wait until after lunch. So we'll--just
6 criteria 6 an hour break and reconveneat 1:30. Thank
7 Q. Thank you, Mr Haynes. That concludes the 7 you.
8 direct evidence for Mr. Haynes at thistime. 8 (Time: BREAK - 12:223p.m. )
9 And you will recall in the opening statement 9 (Time: RESUME - 1:35p.m. )
10 yesterday morning | indicated our planisto 10 CHAIRMAN:
1 deal with the hydro and thermal plant projects 11 Q.| think, Mr. Hayes, when we adjourned, you had
12 that are shown on pages A-4 and A-5 at this 12 one question, | think you indicated you had?
13 time. And then we would follow that with a 13 MR. KENNEDY:
14 panel where Mr. Downton and Mr. Dunphy would 14 Q. Chair,if | could justjump inforjust a
15 join Mr. Haynes only for the radio project. 15 second. Therewastwo pieces of information
16 So theintent at thistimeisto do all of the 16 we just needed to enter in on the record.
17 hydro and thermal plant projects and that’s 17 CHAIRMAN:
18 what was spoken to in the direct evidence so 18 Q. Very good.
19 far. Thank you. That concludes the direct 19 MR. KENNEDY:
20 evidence portion of this part of the - 20 Q. Andoneisthe power point presentation that
21 CHAIRMAN: 21 Mr. Hayneswas using in his direct testimony
22  Q.Fine. Thank you, Ms. Green. Mr. Hayes, | 22 earlier today. And this needsto be entered
23 guess with respect to cross-examination we' |l 23 inasan exhibit and it would be Exhibit JH
24 wait until after lunch. 24 No. 1.
25 MR. HAYES:
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1 CHAIRMAN: 1 difference which relates to the difference in
2 QWHI 2 the size capacity of the two and the capacity
3 MR. KENNEDY: 3 factor for each of those. Sothisis the
4 Q.Yes, correct HNo. 1. And the second item, 4 formulafor each of them. And Mr. Haynesis
5 Chair, isa letter from Grant Thornton, the 5 prepared to answer any questions if there are
6 Board's financial advisors. It is 6 additional questions arising after this
7 confirmation of them conducting a review of 7 document isfiled.
8 the calculations involved in the determination 8 CHAIRMAN:
9 of Hydro’srate base. And the letter is self- 9 Q. Thank you.
10 explanatory. Copies have been distributed to 10 GREENE, Q.C.:
11 al counsel for the parties. And that would 11  Q We've titled it as a response to an
12 be entered as Information No. 1, Chair. 12 undertaking.
13 CHAIRMAN: 13 CHAIRMAN:
14 Q. Thank you, Mr. Kennedy. 14 Q.| takeit that was No. 7 thenif it was formed
15 MR. KENNEDY: 15 in that fashion, isit, or 8, isit?
16 Q. Thankyou. That'sal | have, Chair. | 16 GREENE, Q.C.:
17 believe Ms. Greene has a document to enter as 17 Q. It would be No. 8.
18 well. 18 CHAIRMAN:
19 GREENE, Q.C.: 19 Q.No.8.
20 Q.Yes, Mr. Chair, | do. This morning Mr. 20 GREENE, Q.C.:
21 Hutchings asked for the reconciliation between 21 Q. Therewas 7 from yesterday.
22 the cost benefit analysis for the Roddickton 22 CHAIRMAN:
23 mini hydro plant and the Snook’s Arm plant. 23 Q. Right.
24 And we have the actual formula here for the 24 GREENE, Q.C.:
25 calculation with the explanation of the 25 Q. And some of them are verbal and some of them
Page 135 Page 136
1 are written, sothere won’'t be apiece of 1 the refurbishment or replacement of facilities
2 paper for each undertaking, but this is 2 or structures over thenext 10to 15 years.
3 actually the eighth undertaking. 3 Hydro' s response didn’t provide any detail on
4 CHAIRMAN: 4 the timing of future expenditures of capital
5 Q. It's going to beHydro 8, is it? Mr. 5 expenditure other than the proposed penstock
6 Hutchings, did you have any follow-up question 6 replacement?
7 arising out of this particular filing? 7 A.No, wedid not.
8 HUTCHINGS, Q.C.: 8 Q. Andthe only other expenditure specifically
9 Q. I'll haveto take sometime to look at that, 9 mentioned in the response are runner
10 Mr. Chair, and we'll let you know then. 10 maintenance costs and O & M costs, presumably
11 CHAIRMAN: 11 those are the only other costs that would have
12 Q. Right. Mr. Hayes? 12 figured in your calculation of six cents per
13 MR. HAYES: 13 kilowatt hour, is that correct?
14 Q. Thank you, Mr. Chair. Good afternoon, Mr. 14  A. That's correct.
15 Haynes. Mr. O’'Rielly, perhaps| could ask if 15 Q. Sois itthen Hydro'sengineering judgment
16 you' d bring request for information NP-01 NLH 16 that there are no other significant capital
17 on the screen? Mr. Haynes, Newfoundland 17 expenditures on the Snook’s Arm plant foreseen
18 Power’ s question, thisrefers to the Snook’s 18 in your study period?
19 Arm project, the replacement of the penstock. 19 A.We don't have any capital costs in the
20 And Newfoundland Power’s questionin NP-01 20 foreseeable future for the Snook’s Arm plant.
21 asksfor the levelized cost of production at 21 The question was asked and basically the
22 the plant. And you’'ve provided an estimated 22 equipment is in pretty good condition even
23 levelized cost of six centre per kilowatt 23 though it’s old, parts are till available for
24 hour. We also asked that you include in your 24 most components.
25 analysisany material costs associated with 25 Q. Thank you. Those are al my questions on the
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1 MR.HAYES: 1 November at the latest.
2 production projects, Mr. Chair. 2 Q. Hadit been anticipated originally that that
3 CHAIRMAN: 3 report would have been available for
4 Q. Thank you, Mr. Hayes. Mr. Hutchings? 4 presentation to the Board for part of these
5 HUTCHINGS, Q.C.: 5 filings for the approval of the second phase
6 Q. Mr. Coxworthy will be proceeding firstly with 6 of the project?
7 this witness. 7  A. It would have been--we did anticipate when we
8 MR. COXWORTHY: 8 wrote the budget proposal B-5 it would have
9 Q. Thank you, Mr. Chair. Mr. Chair, if we could 9 been available. There's a fair bit of
10 start with project B-5, the slope stability at 10 discussion on thego. Youknow, there'sa
1 Upper Salmon power cana? Good afternoon, Mr. 1 fair bit of geotechnical evaluation involved
12 Haynes. The project description for this had 12 and it took longer than expected.
13 indicated in the last paragraph on B-5 that 13 Q. What evidence isthere beforethe Board to
14 the AcresInternational report engineering 14 support the approval of the one million dollar
15 study had been expected to be completed by 15 expenditure in 2005 even asa preliminary
16 late August of 2004. Hasit been completed? 16 estimate?
17 A.No, it hasnot. 17 A.l guesswell, the evidence before the Board
18 Q. Thisispart of, I think you mentioned this 18 basically iscontained in pages B-5 to B-8,
19 morning, you're still in the process of 19 which basically summarize the discussions and
20 defining the solution? 20 the concerns the Dyke Board, which are a group
21 A.Yes 21 of expertsin dyke and hydraulic plant design,
22 Q. Isthere an expected receipt date now for that 22 and they’ ve expressed concern on, | believe,
23 report? 23 on 14 different occasions over the last number
24 A.We'reexpecting it, well, we'll certainly have 24 of yearswith respect to the slope stability
25 it before the year end, but we expect itin 25 and increasing concern the last couple of
Page 139 Page 140
1 years which has basically initiated action on 1 Q. Has therebeen any Acresinput into that
2 our part to settlethisissue, to solvethe 2 million dollar estimate?
3 problem, | should say. 3  A.No, there has not.
4 Q. Has the Dyke Board either proposed or 4 Q.If wecouldturnthento theresponseto RFI
5 suggested what the solution might be let alone 5 IC-50, which isthe Agra Monenco 1999 report
6 an estimate of the costs for that? 6 that isreferred to by the Dyke Board in the
7 A. One of the solutions or the solution proposed 7 project justification excerpt that you were
8 by the Dyke Board is contained in the 8 just referringto? And if wecould turn
9 justification for B-7, and that obvioudy is 9 within that document to page 2? Sorry, if we
10 being considered by Acresand Hydro and the 10 could start with page 1?
11 Dyke Board from the point of view of what the 11 MR. ALTEEN:
12 appropriate design solution is. 12 Q.ldon't believeit savailablein electronic.
13 Q. Andthe second part of the question that’s 13 MR. COXWORTHY:
14 been--have there been any estimate, even 14 Q. Okay. The document, I'm not sureif it's been
15 preliminary estimate by the Dyke Board of 15 made available to the Board in hard copy, but
16 costs for that? 16 itisareport that is attached as part of the
17 A. The Dyke Board typically would not provide 17 response to 1C-50. In the first part of the
18 estimates. They provide technical guidance to 18 report there’sa table of contents, afirst
19 Hydro, they raise concerns about different 19 page introduction and methodology. And then
20 things that we're doing with respect to our 20 moving on to the second page under the
21 dykes and basically the estimates are Hydro’s 21 "Results and Discussion” area. Do you have
22 estimates at thispoint in time. The report 22 that before you, Mr. Haynes?
23 that will be completed by Acreswill include 23 A.Yes | do.
24 more definitive number estimates and 24 Q. Looking at the last paragraph of that Results
25 construction techniques for thisjob. 25 and Discussion section indicates, "These
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1 MR. COXWORTHY: 1 installed at the site and there have been, |

2 results indicate that for the assumed 2 don’'t think | can refer to here, there have

3 conditions and geometry the lower slope of the 3 been water levels actually above the level of

4 left side of the canal may be prone to shallow 4 the canal levelsrecorded in that particular

5 failure asthe ground water table approaches 5 area. The other thing that we should remember

6 the surface. During the normal operationsit 6 isthat the dyke' s concernis that any change

7 is estimated that on average 70 percent of the 7 in the sloping of the dyke will undermine the

8 slopeis submerged. Similarly for the assumed 8 core material inthe dykeand may cause a

9 conditions in geometry a larger failure 9 rupture or failure of the north side, which
10 involving an upper slope of the left-sided 10 would be catastrophic from the point of view
11 canal appears unlikely unless the ground water 11 of the plant.
12 table approachesthe surface.” And then it 12 Q. Thetype of catastrophic failure that you had
13 goes on to say, "The piezometric data 13 described indeed in your presentation where
14 collected to date suggests that the ground 14 you might have alarge amount of material
15 water levels up the slope of the left dyke 15 actually enter into the canal and perhaps even
16 remain below the surface.” Although, at that 16 undermine the other side of the candl,
17 time anyway there was only one piezometer in 17 wouldn't that be afailure that would involve
18 the area. Has there been any subsequent 18 failure of the upper slopeas well as the
19 evidence gathered since 1999 or whenever this 19 lower slope?
20 datathat supportsthisreport was gathered 20 . Possibly. But any failure, even on the lower
21 that would refute the assessment of Agra 21 slope, would actually expose the core material
22 Monenco that alarger failure involving the 22 of the dyke, which would be basically a muck
23 upper slopeis unlikely and continues to be 23 at that time, would wash away when the dyke--
24 unlikely? 24 when the canal isin operation and possibly
25 A.There have been additiona piezometers 25 erode or cascade to the other side.

Page 143 Page 144

1 Q. Thereésareferenceinthat paragraph| just 1 section and that particular paragraph which |

2 read from the Agra Monenco report to what they 2 read in. Isthere any reasonto think the

3 call shallow failure. Andthey identify at 3 situation has changed since 1999 from what is

4 least in '99 that is perhapsa morelikely 4 described in that third paragraph under

5 risk at that time than was the failure of the 5 "Results and Discussion”?

6 upper slope, and this would be shallow 6 .1 guessin the opinion of the Dyke Boardin

7 faillure, as | understand it, inthe lower 7 what we've put inthe actual justification,

8 slope. Areyou able to give us some sense of 8 they are very concerned. | should add that in

9 the consequences of ashallow failurein the 9 the report, the review that’s being done now
10 lower slope and how that ought to be weighed 10 the total failure mechanics and cost to
11 as arelative risk as opposed to what appears 11 remediate is being reviewed by the Dyke Board
12 to be thelesslikely failure of the upper 12 and by--well, by Acresinitially.
13 slope? 13 . Has the Dyke Board relied on any information
14 A.I’'m not exactly sure the distinction between a 14 or opinion apart from the Agra Monenco report,
15 shallow failure. I'd haveto go back to the 15 the 1991--1999, I’m sorry, report that we're
16 expressions of concern expressed by the Dyke 16 referring to here?
17 Board, who have been quite adamant that we 17 . | should--the Dyke Board itself is comprised
18 need to act on this particular dyke to ensure 18 of four technical peoplewho areinvolvedin
19 that it remains useable and safeto operate. 19 dyke and dam hydraulic structure construction
20 Their concerns are with any failure of the 20 for many number of yearswith many years of
21 dyke because they can cascade very easily to 21 experience. They visit, | will not say that
22 other--to the north side or impair the 22 the visit Upper Salmon power canal each and
23 operation of the power canal itself. 23 every year, but | would suggest that they’ve
24 Q. Just ending off the questioning then with 24 visited usually, occasional we get weathered
25 respect to that "Results and Discussion” 25 out because of wind or rain or whatever. But
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1 MR.HAYNES: 1 Board, usually these things are written up by
2 they have visited the site on numerous 2 the Dyke Board and they review these on an
3 occasions, 14times in thelast, | don’t 3 annual basis tolook at the changes inthe
4 recall the number of years, but they have 4 dope. And as thedides indicated this
5 mentioned the concerns with the stability of 5 morning, there is some shift in the cracking
6 this particular slope. Last year they 6 that you saw on the top side of the particular
7 elevated to a much higher level of concern and 7 dyke.
8 we respect their concern and that’s why we've 8 Q. Yousadthis datawould have been provided
9 undertaken this particular proposal. 9 directly to the Dyke Board?
10 Q. Moving on them in the 1999 Agra Monenco report 10 A. The Dyke Board review al theinformation with
11 under the "Recommendation” section which is at 11 respect to the operation of our dykes and
12 the bottom of page 2. It’ s the same page from 12 dams.
13 which | just read the passage under "Results 13 Q. Isthere any reference to their having, and |
14 and Discussion". There are a number of 14 don't know if it's in the excerpt you
15 recommendation that were made by Agra Monenco 15 provided, if it is, perhaps you could point it
16 there which continue on into the next page 16 out to us, but isthere any reference in the
17 which appear to be primarily for the purposes 17 dyke report to their analysis of this
18 of gathering additional data, presumably that 18 additional data, data that’'s additiona to
19 would be useful then in deciding what sort of 19 what Agra Monenco had the opportunity to ook
20 solution should be affected. Haveall of 20 atin’99?
21 those recommendations been followed? 21 A.lt'snotinthejustification, but they make
22 A.The additional piezometers have been 22 an annual visit to our dykes and dams, so it
23 installed. | cannot specifically say 100 23 would have been done.
24 percent, but 1 would suggest that most of 24 Q. Thejustification, isthat just an excerpt
25 these have been undertaken. Andthe Dyke 25 from alarger report that the Dyke Board would
Page 147 Page 148
1 have prepared with respect to the Upper 1  A.Yes it would. Any information that's
2 Salmon? 2 available on the dykes would be made available
3 A.TheDyke Board prepare a report on basically 3 to Acreswho are reviewing the particular
4 al our dykesand damsmore or lesson an 4 repair means.
5 annual basisfor all the major dykes and dams, 5 Q. Thank you, Mr. Haynes. Mr. Chair, if we could
6 and thisis an excerpt with respect tothis 6 move on now to project B-9, whichis the
7 specific problem. 7 replacement of the underground fuel tanks at
8 Q. And itis the whole of the excerpt with 8 Upper Salmon generating facility? And there
9 respect to Upper Salmon from the most recent 9 isa responseto an RFI,IC-2. Perhapsif
10 report from the Dyke Board? 10 that could be brought up? And the question
11 A.lcannot say that, | have not reviewed that 11 was, "Dothe existing regulations require
12 report since last fall, but | would suggest 12 replacement of these tanksin 20057" And the
13 it's most of the essential justification for 13 response was that the existing regulations do
14 the work. 14 require the tanksto be complaint with the
15 Q. Somy question is, isthere the possibility 15 regulations. And Hydro does not have a
16 that thereis some section of the Dyke Board 16 certificate of approval for the current tanks.
17 report which would make referenceto data 17 Thelack of acertificate of approval at this
18 that’ s been collected since the Agrareport of 18 time, isthat because thetanks are non-
19 '99 that we haven't been provided with here? 19 compliant with the regulationsin away that
20 A.lIt'spossible, but | don’t think so. 20 can only be addressed by way of complete
21 Q. Thedata that has been gathered since 1999 21 replacement asis being proposed?
22 pursuant to these Agrarecommendations, would |22 A. Complete replacement is the most expedient way
23 that information--is that part of the 23 to fix--to attain approval of these particular
24 information that would be being considered by 24 tanks.
25 Acresin preparing their engineering study? 25 Q. When you say expedient, that means that would
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1 MR. COXWORTHY: 1 particular situation. And the underground
2 be fastest to achieve that compliance? 2 tanks, in their view, intheir engineering
3 A.No. It's the most cost effectiveway. The 3 opinion, the most cost effective and practical
4 existing tanks are buried. We haveto go and 4 thingto dois just to dig up the tanksand
5 excavateit. There'sa highlevel of risk 5 replace them, they are 20 plus years old, with
6 with aleak from the point of view of the 21 6 an above ground tank that has secondary
7 year old tanks that are there. And a 7 containment and as well bring it into
8 significant portion of the cost to actually 8 compliance for the metering and reconciliation
9 reinstall underground tanks is obviously 9 purposes.
10 backfilling and the care and caution that has 10 Q. Going back thento the project justification
11 to be taken with sand, etcetera. So, above 11 itself at page B-9. The project justification
12 ground tanks have been our, have been our 12 raises three specific issues, as| read it,
13 standard for replacing all underground tanks, 13 with respect to non-compliance of the
14 essentialy. 14 regulations. You've mentioned, | believe, at
15 Q. So it would be possible, perhaps not 15 least two of them, the no secondary
16 expedient, but possible to bring yourself into 16 containment and thelack of leak detection
17 compliance with the regulations without 17 measures. And athird one isgiven that
18 performing a complete replacement of these 18 there’ s no means of quantifying fuel usefor
19 tanks? 19 reconciliation purposes. Could something less
20  A.Notinour opinion. 20 than complete replacement address any one of
21 Q. Has there been consideration given of the 21 those three?
22 adternatives? 22 A.ltwould not be, in our opinion it would not
23 A.This was reviewed by the engineering 23 be cost effectivetogo inand cherry pick
24 department when they go down through and 24 certain things. We have to have al these
25 looked at the options for remediating the 25 thingsto be compliant with the legislation
Page 151 Page 152
1 and to get our, you know, to get these things 1 what you have. But we don’t have people there
2 registered. The reconciliation, you know, you 2 al thetime. Sothisis thelogical way to
3 could put meters on there and actually do some 3 do this.
4 of that there, but still, it would not have 4 Q. Andif youcould expand onwhy replacement
5 addressed the single walled underground tank. 5 will makeit easier to quantify fuel usefor
6 So, when you go in and do these projects, we 6 reconciliation purposes as opposed to some
7 would like togo inand basicaly fix the 7 other means of trying, attempting to do that?
8 whole. We will not get an approval unless we 8 A.This particular project is, I'll say
9 doitall. 9 comprehensive in the sense that it will
10 Q. Wouldit befair to say then that it isreally 10 replace the tanks, it will look after
11 the no secondary containment issue whichis 11 secondary containment, it will install the
12 really the driving force to going to 12 appropriate meters and equipment to actually
13 replacement as opposed to some less 13 monitor fuel usage so we can do proper
14 comprehensive means of dealing with this? 14 reconciliation to fuel usage, which is a
15  A. No, | think there are two major things there. 15 calculation done essentiadly to determine
16 Oneistheleak, second leak containment. The 16 whether you have aleak.
17 other issue isthe reconciliation. Under the 17 Q. Thesetanks have been non-compliant with the
18 GAP regulations we do have to reconcile fuel 18 regulations. How long has that been the case?
19 usage, which basically isa calculation or a 19  A.I’'mnot--1 think they're--1 can’t quote when
20 dipping of the tank and so on. Most of these 20 the regulations, when the GAP regulations came
21 sites, in fact, al of these sites are 21 in. | believe, | stand to be corrected, it
22 essentially unmanned for most of the time. 22 was 1992, and certainly since then it would
23 And, you know, if yougo inand do adaily 23 have been non-compliant.
24 dipping, then you may not need to do a 24 Q. Soyou would not have had a certificate of
25 reconciliation the same way. It dependson 25 approval for these tanks since 1992, not a
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1 MR. COXWORTHY: 1 the four previous replacements for other
2 current one? 2 spherical valves at Bay D’ Espoir. And there's
3 A That'scorrect. 3 been afairly wide range over afairly short
4 Q.Inthe "Operating Experience" section, Mr. 4 period of time, both in the budgeted amounts
5 Haynes, for this project, it sidentified that 5 and in the actual expenditures, Mr. Haynes.
6 one of the tanks, the west Salmon tank isa 6 Can you give us some perspective on why that’s
7 1987 tank, the other two are’ 82 structures or 7 been the case?
8 installations. Could it be said that thereis 8 A. Thevariation specifically | think | recall in
9 greater urgency to areplacement to the’82 9 2003 we actually purchased some spares for
10 tanks as opposed to the ’'87 given the 10 these particular new valves. The other
11 difference in the age of those installations? 11 variations are basically depending on the
12 (Time: 2:00 p.m.) 12 timing, the degree of difficulty getting any
13 A.Notinour opinion. What we are striving to 13 equipment out or if there was some setback or
14 do is to be compliant with the current 14 some particular issuein, you know, with
15 legislation and to be compliant with the 15 respect to the condition of the equipment as
16 legislation we need to attend to all these 16 found. But the big and only, you know, the
17 tanks. 17 primarily, | guess, in 2003, | believe we
18 Q. They're al equivaently--they’'re al non- 18 actually purchased additional some spare parts
19 compliant to the same extent? 19 to ensurethat we can maintain the other
20 A.Yes 20 systems.
21 Q. Thank you, Mr. Haynes. If we could move on 21 Q. Sothe spares in 2003 weren't purchased for
22 then to project B-11, Mr. Chair, which isthe 22 Unit No. 1, they were purchased with respect
23 upgrade controls spherical value No. 6 at Bay 23 to the other two, | guess at that time three
24 D’Espoir? And if we could bring up the 24 valvesthat had not yet been upgraded?
25 response to RFI 1C-4, which was a costing of 25  A. The spareswere purchased in--at the end of
Page 155 Page 156
1 2003 or during that process we would have had 1 for services, so, you know, it would be an
2 three of the four identical units done and we 2 extended outage on unavailability of the
3 purchased the spares at that particular time. 3 equipment. This work is, the materials are
4 Q. And the spares though were for what purpose, 4 required, which isfairly straightforward, but
5 spares for which, for all six of the units? 5 the labour isactually internal labour, so
6 A.Oh,yes. No, for--well, for the three that 6 there’'s no, there's no quote, unguote,
7 had been replaced to date. In 2003 there were 7 "significant" mobilization, demobilization of
8 only three replaced. 8 contractors. It'sat Bay D’Espoir where our
9 Q. Okay. So the spareswould have been spares 9 crews are, the home base, if you will, of the
10 for the new upgraded versions as opposed to 10 crews.
11 spares for the remaining old valves? 11 Q. If wecould turnthen back to page B-11 and
12 A. That'scorrect. 12 the "Operating Experience’? And in the
13 Q. There are two valves that remain to be 13 "Operating Experience" it's stated that this
14 upgraded, and | think the planisto upgrade 14 generating unit, the generating unit in
15 both of them, isthat correct, Mr. Haynes? 15 respect of this particular spherical valve, |
16 A.Weplanto upgrade onein 2005 and the other 16 would understand, operates 5500 hoursin a
17 we are proposing eventualy we'll see next 17 year. Thereare, | believe, 8760 hoursin a
18 year for 2006. 18 year, approximately. So you' re talking about
19 Q. Wouldit bemore cost effectiveto upgrade 19 approximately 60 percent of thetime in any
20 both valves in one year, would there be 20 given year the generating unit is in
21 saving, for instance, in labour mobilization 21 operation. Further to your evidencein last
22 costs or in other costsin doing two valvesin 22 year’ s budget hearing for the 2000 budget in
23 oneyear? 23 respect of the upgrade at that time of
24 A.Inthisparticular case we don’t think so. We 24 spherical valve No. 3 you indicated that this
25 also look at the availability of the machines 25 reflected the 5500 hour figure. That’ s still
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1 MR. COXWORTHY: 1 Q. Socouldit besadthat on most days, there
2 reflected that you could have stopping and 2 are times when al six valves are in
3 starting of the unit as much astwo or three 3 operation, most daysin ayear?
4 timesin aday and also this would reflect 4 A lwouldn't beableto say that, but it would
5 there would be greater use generaly in 5 be a significance--it would be very much the
6 wintertime than there would be in summertime. 6 majority of days that they would be in
7 Is that--does that remain the case? 7 operation some time during the day, as we
8 A.That remains thecase. When the unit's 8 follow the shape of the daily load.
9 available for operation, it does not mean that 9 Q. So there's no alowance made for the
10 it's actually generating, so you' re correct. 10 possibility that you could have a problem with
11 Q. Areal six of these spherical valves, and | 11 avalve during a peak period? There's no
12 believe they're al in respect of powerhouse 12 excess capacity? When you're at peak, you
13 No. 1, isthat correct? 13 need to have all six valvesin operation?
14  A. They'rein powerhouse No. 1, yes. 14 A. Our generation planning criteria covers off
15 Q. Arethey ever simultaneously in operation, all 15 the probability of all units being available
16 Six? 16 or unavailable, so that kind of comes out in
17  A. Yes. Often. 17 what we referred to this morning as the loss
18 Q. Often? 18 of load expectation. So it isconsidered in a
19  A. Paticularly in the winter or evenin the 19 probalistic basis, but that’s not a plant
20 summer if the--well, not necessarily in the 20 issue, that’s a planning issue.
21 summer, but in the shoulder (phonetic) months 21 Q. Can peak power output, or close to, be
22 of the spring and fall when the system load is 22 maintained with just five spherical valvesin
23 down or Holyrood may be shut down, they would 23 operation?
24 be sometime during the day all six units would 24 A.Not for that particular plant.
25 be often running. 25 Q. Arethere means of achieving that?
Page 159 Page 160
1 A.If, asan example, | guess, if we were at peak 1 project, and there are three, | guess, failure
2 load in the middle of winter and most 2 scenarios that are outlined there as part of
3 generation was on and we had afailure at Bay 3 the project justification as to why these
4 D’ Espoir, the likely scenario would be that we 4 valves should continue to be upgraded. Has
5 would actually activate a gas turbine and burn 5 there been a failureat Bay D’Espoir that's
6 diesel fuel to cover off that particular load. 6 triggered any of those events, A, B or C, to
7 Q. So that would be the backup in that 7 date?
8 circumstance? 8 A.For B and C, we have not, to my knowledge, had
9 A. That would be the backup, but all those--all 9 those events happen. Certainly for A, we
10 that generation is afactor in the calculation 10 have. We' ve had--you know, as we explained in
11 of the LOLE. 11 IC-51, there had been a fair number of
12 Q. If the generating unit to which valve number 12 maintenance interventions on these valves and
13 Six pertains to operates 5500 hoursin ayear 13 when they do require work, the unit is
14 or approximately 60 percent of the time over 14 essentially unavailable.
15 the whole year, isthat true of al the other 15 Q. Andis that a circumstance then whereas we
16 generating units as well? 16 talked about the backup generation of Power’s
17 A. For units oneto six at Bay D’Espoir that 17 (phonetic) exercise to dea with that
18 would likely be the case because they're all 18 circumstance?
19 similar machines with similar efficiencies. 19 A.Onlyif it'sanabsolute must. If there's
20 Q. For example, is there greater usage being 20 other generation available or if we're not at
21 placed on the valves that have been replaced 21 peak load, we would do what the most economic
22 because they’re newer? Isthat - 22 thing dictates us to do.
23 A. | wouldn’t think, no. 23 Q. The other two failure scenarios, B and C, you
24 Q. If we could move onthen intothe project 24 gave some evidence, Mr. Haynes, with respect
25 justification section, with respect to this 25 to the 2004 budget that these are events that,
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1 MR. COXWORTHY: 1 Q. Arethere considerable periods at Bay D’ Espoir
2 | guess, that had never occurred, at least to 2 when only four or less thanfour of the
3 your knowledge or experience in respect of Bay 3 spherical valves would be in operation?
4 D’ Espoir? 4 A.I'dhavetogo back and, | don't want to be
5 A. We have had problems with the seals and so on, 5 long winded, but the spherical valves are only
6 but we have not had a flooding of the 6 used at Bay D’Espoir, primarily at Bay
7 powerhouse, to my knowledge, becauseof a 7 D’ Espoir because we havetwo unitson one
8 spherical valve, and asfar as| know, not 8 penstock and the economic dispatch of the
9 certainly in my three and a half years. I'm 9 plant, if we only need three machines and all
10 not aware, and I’'m not aware of anybody 10 six machines are available, we will run--and |
11 actually telling me that we' ve had this event 11 may have the numberswrong, but we will run,
12 before. Itis a possible and potential 12 say, number one, threeand five. We'll have
13 outcome, if we do not bring these things up to 13 one machine on each penstock becauseit gives
14 scratch. 14 us less penstock losses, more efficiency and
15 Q. Possible, but how likely in your judgment are 15 alowsusto burn, in theory--not in theory,
16 one of those scenarios? If for instance valve 16 in fact, less oil. So the staging of
17 number six was not replaced in 20057 17 generation would typically, aslong asthey’re
18  A. | cannot say with certainty it would or would 18 available, you know, be one, three, five and
19 not happen in 2005. Theissueis that the 19 then the other units asrequired. So you
20 piping and the vave controls are 20 know, these valves are--if we have--unit one
21 deteriorating. They’ re not maintainable, you 21 and two are on one penstock and they have two
22 know. The carbon stedl piping is rusted away 22 spherical valves. If we are using unit number
23 and if therewas afailure and thevalve did 23 one, spherical valve number two is closed. So
24 not operate, we would subject ourselvesto a 24 they kind of operatein pairs.
25 high degree of risk. 25 Q.| understand. | think what you'resayingis
Page 163 Page 164
1 there’ s no means of avoiding or lessening the 1 per the recommendation or will it aso have
2 use on the last two unupgraded valves, in your 2 consideration of the Phased Replacement
3 estimation? There’'snoway of attempting to 3 option, which was also considered at one point
4 minimize their usage, given the configuration? 4 by Hydro?
5 A. Not reasonably, there’'s no way. 5 A.ltisourintention to only consider the full
6 Q. lthink you've already said there's no cost 6 replacement of the penstock.
7 advantage to having two valve replacements in 7 Q. Can you giveany indication of what the
8 oneyear. Would there be any disadvantage, 8 additional cost would beif phased replacement
9 from a cost point of view, in doing two in one 9 were also to be considered as an dternative
10 year? 10 with full replacement as part of the project
11  A. The disadvantage would likely be just a 11 design phase in 2005?
12 dlightly longer outage possibly for the 12 A.I’'msorry, the cost of the engineering or the
13 equipment, and depending on the load and the 13 cost of the works?
14 status of thermal plant, it can be done, yes. 14 Q. Thecost of the engineering, I’m sorry.
15 Q. You could find atime of year where perhaps it 15  A. | think we would need afew more dollars than
16 would be technically feasible to do that 16 what is right there, butin our view, the
17 without - 17 stage replacement, it is a 50-year penstock.
18  A. Wewould plan it and plan the other generation 18 The deteriorated condition justifies that we
19 and the outages accordingly. 19 replace the whole thing. While we did look at
20 Q. Thank you, Mr. Haynes. If we could move on 20 a phased replacement in the economic analysis,
21 then to project B-13, which is the replacement 21 inthe long term, the wholesale replacement
22 of the six-arm penstock. The 2005 project 22 was the optimum thing to do.
23 design phase, which iswhat the Board is being 23 Q. If wecould turn to the response to RFI 1C-53,
24 asked to approve in these hearings, will that 24 and at that response, there were two reports
25 design phase only consider full replacement 25 prepared by Canbar Inc. Again, | don’t know
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1 MR. COXWORTHY: 1 Q. "Provided repairs are completed and
2 if perhaps these are examples of documents 2 maintenance practices are still observed," and
3 that aren’'t available electronically to the 3 then they go on to talk about what some of the
4 Board. Thereport that | wanted to focus on 4 main issues would bein that regard. Then
5 wason the morerecent one, which isfound 5 they go on to identify, in the third
6 later onin that tab, which is ainspection 6 paragraph, | guess, a concern with respect to
7 report based on an August 15-16th inspection, 7 the fact that "although the leaking in itself
8 and thereis aNovember 8th, 2000 reporting 8 would not usualy lead to catastrophic
9 |etter from Canbar Inc. that’ s associated with 9 failure, in their view, the leakage hereisa
10 that report. 10 serious concern for the local residents of
11 (Time: 2215 P.M.) 11 Snook’s Arm during winter months due toice
12 A. Theone dated August 15-16th, 20007? 12 problems." And then they go on to say "should
13 Q. That’scorrect. 13 icing up become unmanageable or a potential
14 A. Okay. 14 liability, become significant, due
15 Q. Mr. Haynes, you have that before you? 15 consideration should be given to replacement
16 A.Yes | do. 16 of all or part of this pipe prior to the end
17 Q. And referring tothe first page of that 17 of the pipe's otherwise practical, safe
18 report, second paragraph, the opinion of 18 servicelife." Isthere aparticular section
19 Canbar at that point that "the Snook’s Arm 19 of the pipe from which these icing concerns
20 wood stave penstock isin fair/poor condition, 20 arise, leaks from a particular section of the
21 but is still expected to be capable of 21 pipe?
22 providing several more years of service," and 22 A. Theicing happens anywhere there’s an active
23 as of that date, in 2000, it would have been 23 leak in the winter, and the lower part of the
24 44 years old? Isthat correct? 24 penstock isunder higher pressure because of
25  A. That'scorrect. 25 the natural head. So you know, but it'sa
Page 167 Page 168
1 problem across the whole of the penstock. 1 there’ sa couple of road crossings. Sheet one
2 Q. Butfromaliability point of view, in terms 2 of two, Snook’s Arm Penstock topo map, and
3 of that ice creating liability for persons, 3 there' saroad crossing at two locations, just
4 for the community of Snook’sArm and the 4 down from the dam itself, and if you go to the
5 people who are travelling in it, through it, 5 next 11 1/2 by 17 sheet, there are actually
6 what part of the pipe where ice might manifest 6 three road crossings.
7 itself, what part of the pipe are we talking 7 Q. The concern with respect to the road crossings
8 about there that creates that specific 8 and wherethey pass by or underneath the
9 concern? 9 penstock, from my reading of the report, my
10 A.Asl| said, | think theconcernis over the 10 understanding was the concern was the
11 whole length of the penstock. Obvioudly there 11 unsupervised breaking of theice by persons
12 will be agreater concern by the residentsin 12 using those roadways?
13 the location wherethe houses are and also 13 A. That would be one issue, yes.
14 road crossings and such. 14 Q. And the concern would be that that might cause
15 Q. And what segment of the pipeisthat? 15 additional damage to the penstock?
16 A. Thehousing section isinthe lower section 16 A.ltcould very well, yes, if it's frozen on
17 and the roads - 17 them. When it falls away, it can take a piece
18 Q. Lower section of the penstock. 18 of the penstock withiit.
19 A.-and theroadsare intwo or three places 19 Q. Any other concerns arising from unsupervised -
20 aong the whole of the section. 20  A. Just the safety of the individuals themselves
21 Q. Also the lower section? 21 ait.
22 A.No, they'rein the upper section aswell. If 22 Q. Have there been any liability claims,
23 you refer to the report, in Section G, there's 23 potential liability claimsthat you're aware
24 acouple of 17-inch pagesfolded up there, to 24 of that have arisen from icing conditions?
25 the back, and you'll see that the road, 25  A. Not to my knowledge.
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1 MR. COXWORTHY: 1 in respect of this penstock?
2 Q. Forhow long haveicing conditionsbeen a 2 A.We have done many of these. | can't
3 problem or for how long have icing conditions 3 specificaly say whether we've done them all
4 manifested themselves along the penstock at 4 or we've done some of that. We have removed
5 Snook’s Arm? 5 rocks. We have reenforced. We have putin
6 A.lcan't speak to the exact time frame, but | 6 new bands here and there over the years. But
7 would suggest that for many years there have 7 essentially, the condition of the penstock is
8 been someicing conditions, butit's been 8 such that it's-thereal solutionisto go
9 aggravated by theincreasing number of leaks 9 back and replace the thing in whole. But we
10 and the general condition of the penstock. It 10 have done many of these things over the years,
11 is, after al, 50 yearsold. 11 improved drainage hereand there. We've
12 Q. Going back to 1c-53, Mr. Haynes, and the 12 addressed vegetation; it comes back. Part of
13 report that was prepared by Canbar in respect 13 the penstock is buried, which we cannot assess
14 of the August 2000 inspection and following on 14 the condition of the buried penstock except
15 from there, November 8th, 2000, a two-page 15 that we are quite concerned that it's ina
16 letter report, there's then, | guess, a 16 moist, you know, fungi environment and that it
17 further more detailed report, which 17 may be worse than we even think.
18 unfortunately isnot page numbered. |'ve 18 Q. Looking through those recommendations which
19 numbered it myself, or at least my copy here 19 continue on onto the next page, page nine, are
20 is not page numbered, | should say. And there 20 there any that you can say haven't been done?
21 are some certain recommendations that Canbar 21  A.lcan't say that none have been done. |
22 makes at the eighth page, page eight, and then 22 would--I know that were there are some
23 continuing on to page nine, headed 23 culvertsthere, we have not been able to get
24 recommendations. Do you know whether these |24 inside because of the--we've not been able to
25 recommendations have been followed since 2000 |25 get in and do a decent inspection inside the
Page 171 Page 172
1 culvert because there'sno room. Other than 1 complete, thank you. 1t's 2006 thisjob will
2 that, | don’t--I think most of these have been 2 be done. The recommendation was donein the
3 addressed, in part or in whole over the years. 3 year 2000.
4 Q. $20,000, thisis pursuant to Hydro’ s response 4 Q. Thank you, Mr. Haynes. If we could then turn
5 to RFI IC-56. Hydro hasindicated that the 5 now to Section G of the 2005 budget
6 annual operating maintenance cost is now 6 submission, Appendix 1, and page 12 in
7 $20,000 for this penstock. Does that include 7 particular, and | guess | should just
8 the cost of carrying out the Canbar 8 introduce that | would understand that thisis
9 recommendations which we've just reviewed at 9 aninternal Hydro report prepared by Hydro
10 page eight and nine? 10 generation and engineering?
11 A. Theonesthat have been done over the years, 11 A.Yes, that's correct.
12 yes, they would have considered. Any--on all 12 Q. Would this have been prepared under your
13 these plants here, if anybody goes from Bay 13 supervision or your instruction?
14 D’ Espoir to do work, it's all recorded against 14  A.Thedirector of generation and engineering
15 that particular asset. So that would be our 15 would be specifically there, but certainly it
16 average cost that we' ve incurred. 16 il fallsto my lap from an accountability
17 Q. ltshouldn’t cost then morethan $20,000 a 17 point of view.
18 year to carry out those recommendations? 18 Q. And at page 12, there's areferencethereto
19  A. Theissuethough isthe general condition of 19 the four alternatives, as identified by this
20 the penstock. That report was done six years 20 report: do nothing, retire plant, replace
21 ago and in our opinion the penstock should be 21 penstock, and phased replacement of penstock.
22 replaced to maintain its safety and 22 And under the phased replacement penstock, the
23 availability to meet our load. 23 paragraph where that’ s further expanded upon,
24 Q. Six yearsago? Four years ago? 24 the second sentence speaks to this option that
25 A.I'm sorry. It'll be six yearswhen it's 25 "this would reduce the higher potential
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1 MR. COXWORTHY: 1 that included in the estimate of the cost for
2 liability to Hydro caused by failure in the 2 aphased replacement of the penstock that’s
3 high pressure section.” |Is thisthe section 3 been providedin this report? Have they
4 where most of theresidencesin Snook’s Arm 4 included in that the estimated cost of
5 arein proximity to the penstock? 5 measures to reduce the impact of abreak, even
6 A.Yes. Maybe Mr. O'Ridly, if you could go 6 inthe unreplaced portion of the penstock?
7 back to the presentation this morning with the 7 And the cost estimate appears at page 14 for
8 picture of that overview of the particular 8 phased replacement, in a table under cost
9 plant? Number four, go back one. Thank you. 9 estimates.
10 And if you--the penstock starts up here, just 10 A.l am not sure if that considers that
11 down from the dam, and basically comesdown |11 particular amount or not. That would be
12 through. So the higher pressure sectionis 12 actually would be more. It would be a
13 obvioudly in thelower section where the 13 negative to the--it would actually cogt, the
14 houses are. So yes, that’s correct. 14 phased replacement, more. |I’m not sure if
15 Q. So from Hydro's report here, a phased 15 it'sincluded or not, and if it was, | would
16 replacement would address the liability issues 16 suggest it would have been more or less a
17 inrespect of that lower portion, the high 17 ballpark estimate, from the point of view of
18 pressure portion? 18 putting in a berm or something to redirect the
19 A.Yes, itwould. 19 water.
20 Q. The next sentence under that section goes on 20 Q.lIsit any moreor lessa balpark estimate
21 to say "the design of the phased replacement 21 than the estimate for replacing the entire
22 of the penstock would consider methods to 22 penstock?
23 reduce the impact tothe community in the 23 A.No, | think the actual estimates for replacing
24 event of abreak in the upper portion of the 24 theworksthat arethere, | think are quite
25 penstock, the remainder of the penstock.” Is 25 good. They're based on steel. Obvioudly that
Page 175 Page 176
1 would be optimized and reviewed when we 1 option, and this is per Hydro's response to
2 proceed with thework. The issueis what 2 RFI IC-55. And the question was, with
3 exactly you would do with respect to deferring 3 reference to page 17, Section 8 of the report,
4 thewater. The probability of failure is 4 thisisthereport at Section G, Appendix 1,
5 till there in the upper part of the penstock. 5 and this is where the stated disadvantages of
6 Q. Butit'sbeenidentified that there are likely 6 phased replacement appear. One of the stated
7 means to at |east reduce the impact of that? 7 disadvantages are additional costs associated
8 A.Atacogt, yes. 8 with the upgrade of the existing penstock in
9 Q. Atacost, and we don't know whether that cost 9 2006. And our question was: isthat included
10 isincluded in the 2.1 million estimated cost 10 in the costing of the phased replacement?
11 or not? 11 A.Yes itis
12 A.l don't havethat information at hand. 12 Q. Okay. Sothat’snot an additional cost over
13 Q. Would you think that it was, given that this 13 and above the $2.1 million estimate?
14 is-that this estimate appears in the same 14 A. No, the--just one second.
15 report and is identified as the direct capital 15 Q. Other than the maintenance costs, | presume,
16 cost estimate for each aternative? 16 of 20,000 which appears at the bottom?
17  A.Yes, there should be some allocation, but it 17 A.Yes. Thebulkhead gate, the moisture control,
18 may not have been--there should be some 18 the cut off of that dam would be things that
19 dlocation of costs, but it would be 19 we would have to do there. What you have to
20 preliminary, | would suggest. 20 doisyou haveto cut off asection of the
21 Q. There's referencein this report to other 21 penstock. Wewant to keep the penstock full
22 additional costs, or whether they’ re other or 22 of water, which isthe bulkhead gate issue,
23 not, | guessisthe question, to upgrade the 23 and keep it wet. Otherwise, it dries up and
24 part of the penstock which would not be 24 we only exacerbate the leaking issue inthe
25 replaced in 2006 under a phased replacement 25 upper part.
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1 (Time: 2230 P.M.) 1 A Yes thatis. In thelong term, that's
2 MR. COXWORTHY: 2 correct. Inthe short term, the phased
3 Q. Andl guessto beclear, the first three items 3 replacement, you know, the curvesas you go
4 there, the bulkhead gate, moisture control of 4 through the charts, they bounce back and forth
5 the wood, cut off dam, those expenditures are 5 abit. But inthelong term, they are near
6 included in the $2.1 million cost estimate for 6 equivalent.
7 phased replacement? 7 Q. And that the payback periodis only more
8 .Yes, and | should go back and correct your 8 favourable for full replacement in what's been
9 line of questioning afew minutesago. The 9 called the sensitivity case, which is
10 cut off dam would be the thing that we would 10 contingent on, as | understand it, on
11 haveto do to look after any leak upstream, 11 legislation being enacted that would raise
12 which | forgot, | guess. 12 that sensitivity case, and then over and above
13 Q. Sothat's the additional measurethat’d be 13 that, even if there was such legidation, that
14 taken. Thank you for that, Mr. Haynes. If we 14 the economic value in respect of that emission
15 could move on then, going back then to Section 15 legidlation, whether that value would accrue
16 G, Appendix 1 and the Hydro report. I'd like 16 to Hydro and its customers, asopposed to
17 to turn now to page 15 and 16 of that report, 17 accrue to the Provincial Government. So there
18 where the economic analysis of the cumulative 18 aretwo contingencies, | would put to you,
19 present worth of these various scenarios was 19 that operate inrespect of the sensitivity
20 looked at, and as| read or understand the 20 case that may or may not occur and that really
21 table that's provided there, it's my 21 are not within the control of Hydro? Isthat
22 understanding, Mr. Haynes, that under the base 22 fair?
23 case, the payback period for either full 23 A. |l would suggest that the emission issue will
24 replacement or phased replacement is the same, 24 be resolved eventually, and I’m sure that it’s
25 the 13 years? Isthat correct? 25 going to cost the rate payer money, and if we
Page 179 Page 180
1 have to generate more thermal energy to 1 replacement of the penstock and -
2 replaceit, that we will be paying whatever 2 Q. Intermsof economic analysis alone though, is
3 dollars per ton. Now, because this is 3 full replacement only a more favourable option
4 actually removing a renewable source from our 4 if one presumes that the sensitivity case may
5 portfolio, if youwill. So I think it would 5 come o fruition?
6 be fair to say that, while we don’t know what 6 A.lIfyou look at thetable on page seven, |
7 the government will do obvioudly, that the 7 guess, full replacement versus the phase,
8 rate payer will pay emission penalties, if you 8 there is an $8,000 difference in the
9 will, eventually. 9 cumulative present worth difference on, you
10 . Does Hydro view this case, the case for full 10 know, approximately $600,000.
11 replacement being better than or more cost 11 Q. I’m sorry, table on page seven?
12 effective than phased replacement? Isthat 12 A. Thetablethat you referred to on -
13 assessment based only on the possibility of 13 Q. I’msorry, on page -
14 the sensitivity case - 14 A.I’'msorry, table 7-1 on page 15.
15 .No, | think - 15 Q. Thank you.
16 . - coming to fruition? 16 A.The cumulative present worth of the full
17 .1 think there were also some unquantified 17 replacement is $585,923 of the full
18 risk. If you go with a phased replacement, 18 replacement. The cumulative present worth of
19 you gtill have therisk of afailure of the 19 the phased replacement isless than $10,000
20 upper portion. You still have leaks to 20 different. So there’'s a very small
21 contend with, alot more leaks than you would 21 difference. It'sless mobilization. It'sa
22 on arenewed section. Those things were not 22 lot lessrisk to replace the whole, and in our
23 costed from that point of view, in asense. 23 judgment, that theright thing to do isto
24 Soit’s our judgment and our recommendation 24 replace the whole of the penstock by 2006.
25 that we would proceed with the full 25 Q. Butwould it befair to say that in the base

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

Page 177 - Page 180




October 7, 2004

Multi-PageNL Hydro's 2005 Capital Budget Application

Page 181 Page 182
1 MR. COXWORTHY: 1 stepstaken to at least reduce the potential
2 case scenario, looked at as an economic 2 for liability to Hydro from the upper portion,
3 analysis, there redly isn't no difference 3 even in the phased replacement scenario? That
4 between either full replacement or phased? 4 there would be a reduction of potential
5 A.Without considering the risks, et cetera, 5 liability even in respect of the upper
6 based on the numbers that are there, yes. 6 portion?
7 Q. If wecould move onthento pagel7 inthis 7 A.Therewould be. Therewould, as the report
8 same report, at Appendix--or Section G, 8 says, yes, there would, but you are still
9 Appendix 1. Thetop paragraph under results, 9 operating a 60-year-old wood stave penstock
10 "the results of the economic analysis 10 which will still--you will not eliminate all
11 indicated that the phased replacement of the 11 risk.
12 penstock could provide the greatest net 12 Q. Not éiminating, but you arereducing the
13 positive result.” Would you agree with that? 13 risks that's there, even under phased
14  A.Bylessthan $10,000inthe previoustable, 14 replacement?
15 yes. 15 A.Yes, wewould reduce the risk to some degree,
16 Q. Andthen the resultsthen go onto say that 16 yes.
17 "there are several disadvantages associated 17 Q. The next disadvantage then, "that phased
18 with the phased adternative. Theseinclude: 18 replacement of the penstock would require the
19 the upper section of the penstock, ie. the 19 entire penstock to be dewatered" and then goes
20 part that would not bereplaced, will be 20 on, certainly there’'s been plenty of
21 approximately 20 years beyond its design life. 21 explanation in here as to the disadvantages of
22 Therefore the upper portion of the penstock 22 dewatering, in terms of you do that and then
23 will remain apotential liability." But isn't 23 you turn the water back on and you’ ve got more
24 it the case, and this isgoing back to the 24 leaks to contend with. But they do speak to
25 reference at page 12, that therewould be 25 "some method would haveto beimplemented to
Page 183 Page 184
1 ensure the wood stavesin the upper portion of 1 penstock unwatered and for, you know, a period
2 the penstock do not dry out." Are there means 2 of a day or two or whatever, and we've had
3 of minimizing the adverse effects of 3 lots of trouble bringing it back online
4 dewatering that haven’t been used to date that 4 because of leaks, because it dried out. What
5 could be used if the phased replacement option 5 we do now when we go in there and do work, we
6 was taken? 6 basically shorten that timeto the absolute
7  A.Themeans that are being considered by the 7 minimum possible to mitigate that issue.
8 engineering to do that would be you still have 8 Q. Going onthen with respect to the stated
9 to drain the penstock to install a bulkhead or 9 disadvantages with respect to the phased
10 to stop it. During that period of time, you 10 replacement, the third one, "this alternative
11 would basically set up sprinklers, if you 11 would also include the construction of adam
12 will, and you would keep it wet, you know, so 12 or similar structure near the joint between
13 that you would do that. But that’s--to my 13 the new and existing penstocksto allow any
14 knowledge, that’ s as far aswe've gone with 14 water from the failure or rupture of the
15 other optionsto reduce theleakage while 15 penstock to be diverted away from the
16 we're putting in the bulkhead. When you put 16 community.” Again, isthat, construction of a
17 in the bulkhead, you fill it up with water to 17 dam or similar structure included in the $2.1
18 plem it up again. 18 million cost estimate?
19 Q. Sothere are means of minimizing the adverse 19 A.Yes, that'sthe referenceto cut off damin
20 impact of dewatering on the unreplaced portion 20 IC-55.
21 of the penstock? 21 Q. Sointerms of economic analysis, that cost
22 A.Yes, there are meansto do it, and our 22 has been taken into account?
23 maintenance tactics over the last number of 23 A.Yes.
24 years have changed alittle bit, quite a bit 24 Q. And then the fourth disadvantage that’ s stated
25 actually to do that. We have had that 25 isthat "there would be additional costs
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1 MR. COXWORTHY: 1 job right from the beginning which is to
2 associated with the upgrade of the existing 2 replace the whole of the penstock. Ten
3 penstock in 2006 to assure an additional ten 3 thousand dollars, net present valueon six
4 years of servicelife" Again, is that 4 hundred thousand dollars is fairly
5 already taken into account in the $2.1 million 5 insignificant. However, in a theoretical
6 cost estimate for phased replacement? 6 point of view, you'reright, it is the lowest
7 A Yesitis. 7 cumulative present worth aswe presented in
8 Q. So, from an economic analysis point of view, 8 the report.
9 and it’ s already been identified that phased 9 Q. Goingonthentolook a what's stated to be
10 replacement is the greatest net positive 10 the advantages of going with the full
11 result, how are items 3 and 4 disadvantages, 11 replacement which is the continuation there on
12 if they’ve been included within the costing 12 page 17. Andthere arefive advantagesto
13 and within the economic analysis and even with 13 full replacement identified there.
14 their inclusion, you still come up with a net 14 Substantial reduction in potentia liability
15 positive result in relation to the phased 15 to Hydro for potential failure or rupture of
16 replacement. How are 3 and 4 disadvantages to 16 the wood stave penstock. Would one also
17 phased replacement? 17 achieve a substantial reduction of potential
18  A. Additional work that would be undertaken to do 18 liability by way of phased replacement?
19 the phased replacement. The costs are 19  A. Not to the same degree.
20 included in that particular exercise asthey 20 Q. But you would achieve a substantial reduction?
21 should be. Attheend of the day, the net 21  A. Therewould be a substantial reduction in the
22 present value or difference between thetwo is 22 lower part and areduction in the upper part,
23 less than ten thousand dollars. In our view, 23 but they are not equal.
24 the right thing to do isto go in and do the 24  Q.Would phased replacement increase the
25 liability of the penstock?
Page 187 Page 188
1 A.No, it would--not asreliable as afull scale 1 full replacement, wouldn’t you agree?
2 replacement. 2 A.Wdl, yes, however if you phased replacement,
3 Q. Butincreaseit over what it istoday? 3 you'll have two extended outages versus one
4 A.Yes 4 and so on. So, | would suspect that there
5 Q. Would phased decrease the energy losses such 5 would be some increase in the non utilization
6 aswater lossfrom wood stave penstock and 6 of water by phased replacement.
7 head loss friction. 7 Q. Whenyou said, in terms of the time period to
8 A.From thelower section, therewould be a 8 complete all of the work -
9 decrease in water loss, from the upper 9 A. Tocomplete the work, yes.
10 section, probably minimal. 10 Q.-the timethat the systemisdown and not
11 Q. Has therebeen any quantification of that 11 contributing capacity to -
12 given that the lower part ishigh pressures? 12 A. That’scorrect.
13 Isthere more water loss from the lower as 13 Q. How much difference do you think we're talking
14 opposed to the upper or do we know that? 14 about between full and phased replacement in
15  A.Likely, yes, but | have not--that would make 15 terms of down time for that plant?
16 logical sense, but | - 16 A.l can't quantify that, | don’t know off hand.
17 Q. Make senseif there’s more water loss from the 17 Q. lsitdays?
18 lower portion? 18  A.l would suggest it’sweeks, if not a--at |east
19 A.It'sthe same condition and higher pressure, 19 weeks, possibly a month or two, but | -
20 yes. 20 Q. Andthat’sover thiswhole period of getting
21 Q. That would be the part that would be replaced 21 to replacement.
22 first under phased replacement? 22  A.Yes.
23 A.Yes 23 Q. Which would be over, to the second phase would
24 Q.Useof arenewable resource. Well, that's 24 be completed in 2011, isthat correct?
25 occurring whether it’s phased replacement or 25  A. | think 2016 was what was used in the
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1 MR.HAYNES:
2 analysis.
3 Q. 2016, I'msorry. So, you'retalking about a
4 loss of weeks by phased replacement over that
5 period between 2005 and 2016 -
6 A.l'dsuspect, yes.
7 Q.- asheingtheloss of use.
8 A.Yes
9 Q. Andadesignlifein excess of 30 yearsfrom

© 00 N o ok~ WODN P

Page 190

Q. Has there been any consideration given to 30
years out even from 2006, whether, in fact,
this islikely that this particular plant
which has aready been identified as
relatively low capacity plant, is likely to
still be in use?

(Time: 2:45 p.m.)

A. We have looked at that particular plant, the

equipment in it and we're quite comfortable

10 the new penstock, you will havethat with 10 that we can maintain that for long term. And
11 respect to phased replacement aswell, won't 11 if it's economically viable, and we think it
12 you, once the phased replacement is completed. 12 will be, we should continue. It isahalf a
13 |sthat correct? 13 megawatt, 590 kilowatts, it does contribute
14 A.Yes, the upper penstock will be 60 years old 14 three and a half million kilowatt hours which
15 when it’ sreplaced which isan exceptionally 15 is basically amost 56 hundred barrels of ail
16 long time for awood stave penstock. 16 ayear. SO, wesee noreason why in the
17 Q. But you will have--1 believe the disadvantage 17 ongoing emission, you know, the emission
18 isbeing stated as an advantage of what you 18 creditsor cost inthe futurewould not be
19 have when you' re completed is a new penstock 19 economic.
20 that would last you for another 30 years, is 20 Q. So, you best judgment would be that it's
21 that correct? 21 likely that this Snook’s Arm plant will still
22 A. And hopefully trouble free, yes. 22 bein operation in 20367
23 Q. Andyouwould havethat advantage, | should 23 A.Thereare many hydro plants in the world a
24 say, whether you went with phased replacement? |24 hundred years old that are till in operation,
25  A. After 2016, yes. 25 SO yes.
Page 191 Page 192
1 Q.If I could as youto please turnto the 1 54, theresponse to RFI 1C-54 and it was
2 responseto Newfoundland Power’s RFI NP-1. 2 confirmed by that response that the only
3 These arereferred to by Mr. Haynes in some 3 estimate of cost that provided was with
4 early questioning with respect to the 4 respect to replacement by steel penstock, even
5 levelized incremental costs. And the 5 though the Hydro report identifies that there
6 levelized incremental cost of replacement 6 are other optionsthat could and presumably
7 where, at 5, 6 cents per kilowatt hour. And 7 perhaps should be looked at which are
8 thisisfull replacement, isthat correct, is 8 fibreglass or high density plastic products.
9 that what that figure applies to? 9 Why did Hydro chooseto only estimate, at
10 A.Yes, that's correct. 10 least at thisstage, only replacement by
11 Q. Asopposedto 7.6 centsfor a retirement of 11 steel?
12 plant scenario. Do we know what the levelized 12 A.The engineering section, the generation
13 incremental costs would be with respect to a 13 engineering division looked at that, they
14 phased replacement? 14 reviewed those things and they think, subject
15 A Wedidn’'t calculate that number, but it would 15 obviously to further studying refinement, that
16 be only marginally higher than 6 cents a 16 that would be the conclusion at the end of the
17 kilowatt hour. 17 day. It will be reviewed during the design
18 Q. So, it would be higher than the six, dowe 18 review and we will do what's most cost
19 know that? 19 effective.
20  A.Yes, but very, very small amount. 20 Q. Areyou aware of any developmentsin terms of
21 Q. So, not an amount that would be relevant in 21 international markets for steel and the
22 determining the economic advantage to one over |22 effects on steel costs on whether it’s likely
23 the other option? 23 that the cost of steel penstock will be higher
24 A. It would never approach 7.6 cents. 24 than your initial estimate?
25 Q. If I could refer you now, Mr. Haynes, to IC- 25  A. Weknow that there is some upheaval in the
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1 MR. HAYNES: 1 Q.Does Hydro perceive that there's any

2 market in steel. However, when wedo the 2 advantagesto steel, that even if steel were

3 evaluation, we will use the most current 3 to proveto be the high cost option from those

4 numbers available and those numbers move 4 three, that Hydro might still chooseto go

5 around. 5 with steel?

6 Q.Do youknow when, as of what date, that 6 A.lwouldsay that if Hydro wereto review the

7 estimate in terms of steel cost is based on 7 available technologies or the available

8 for steel? 8 materialsto do that and steel was preferred

9 A. That would have been doneduring, prior to 9 because of other considerations we didn’t
10 budget submissions, that report was dated 10 quantify, that the differencein cost would
11 January of thisyear. 11 have to be very, very small to actually go to
12 Q. January 20047 12 amore expensive option.
13 A.Yes 13 Q. So, there would be avery strong bias for its
14 Q. So, that would reflect January 2004 prices at 14 going towards the low cost option. There's
15 the most recent - 15 nothing about steel in terms of, for instance,
16 A. That would reflect the current engineering 16 familiarity on the part of Hydro with
17 prices that they’re using for steel, yes. 17 structures that use that material that might -
18 Q. Doyou have any sense yourself asto whether 18  A.No, that would be thrust from management’s
19 the fibreglass or high density plastic product 19 perspective, our objectiveisto go with the
20 options would be lessor more expensive than 20 least cost, least reasonable cost to do this
21 steel? Do you have any information about 21 work.
22 that? 22 Q. Mr. Haynes, can you comment on why a
23 A.No, | don't, but that will be reviewed prior 23 replacement of the penstock might not be done
24 tofinal design criteriabeing selected for 24 with the material that is being used presented
25 this plant. 25 with the wood replacement?

Page 195 Page 196

1 A.ldon'tthink that we ruled that out. | mean, 1 the ends, the butts of the wood and there was

2 Canbar is till in existence. We have not 2 a, | think, asteel spline or something put

3 ruled out any specific material. 3 there to remediate that and | think when you

4 Q. So,wood isin consideration. Do you know 4 look at the picturesin the report, many of

5 whether it’ s under active consideration? Will 5 the leaks arenot actually at the ends,

6 there be an estimate prepared as with 6 they’re actually in the running lengths. So,

7 fibreglass and plastic for wood replacement? 7 I’m not quite sure if that’s akey factor or

8 A.I'm nor sure if it's under active 8 not. Therewasafield fix obviously done for

9 consideration, but basically we will look at 9 the -
10 the penstock replacement and review any 10 Q. All I'm saying is, based on the past
11 material that's suitable for the job. 11 experience that Hydro has had with this wood
12 Q. Areyou aware of any reason why wood would not 12 stock, isit necessarily a wood penstock, is
13 be suitable? 13 it necessarily a predictor that you would have
14  A.It'sahigher maintenanceissuein thelong 14 the sametypes of problemswith a future
15 run because of the problems that we see now 15 penstock if it was also constructed from wood?
16 versus stedl or poly or whatever. 16 A. We may not, no, that’s correct.
17 Q. But there appear to have been some problems 17 Q. Thank you, Mr. Haynes. Chair, if we could
18 even on theinitial instalation of this 18 move onto the next project, B-19, the Anti-
19 particular wood penstock. Ther€'s some 19 Fouling system for the Holyrood mussels, for
20 identification in the reports that the initial 20 the Holyrood plant. Andif | could refer to
21 components were damaged even before 21 the response, RFl 1C-60. And by that
22 installation. So, that may have comprised, 22 response, the question was asked as to what
23 perhaps from the very beginning, the integrity 23 reduction in staff compliment a retirement of
24 of the wood structure. 24 equipment would result from implementation of
25  A.Yes, but that particular--that had to do with 25 thisproject. And it’sidentified by that,
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1 MR. COXWORTHY: 1 to get, you know, more mussel accumulation
2 that there will not be any savings of that 2 which is, you know, dependson the water
3 sort. The only additional savingswill bein 3 temperatures and the use of the plant.
4 respect of acost of hiring diving and vacuum 4 Q. There's identified for this project a
5 truck contractors. 5 $185,000.00 a year cost savings and I'm
6 A.Yes, that's correct. 6 referring to the project justification in that
7 Q. What isthat annual cost of hiring diving and 7 regard at page 19. And what it says,
8 vacuum truck contractors? 8 additionally, the yearly cost associated with
9 A.The diving cost for the last two years 9 lower generation efficiency and the manual
10 averaged approximately $21,000.00 ayear. And 10 cleaning and removal of the mussel infestation
11 the vacuum truck was basically used to dispose 11 for the three units amounts to $185,000.00.
12 of, haul away the mussels, etcetera, is 12 So, within that figure, does that include the
13 approximately $9,000.00 a year. 13 $30,000.00 for the diving contractors?
14 Q. So, $30,000.00 a year, do that remain 14  A.Yes, it would.
15 consistent over a period of time or - 15 Q. And the remainder then is Hydro’ s estimate of
16 A.Oh, weonly looked at twoyears in this 16 the lower generation, the cost of the lower
17 particular exercise, but there sno--it's a 17 generation efficiency caused by the mussel
18 typical number and these contractor services 18 infestation not being cleared up as quickly as
19 are pretty well the same, escalating, of 19 it might otherwise be.
20 course. 20 A.Theactua total cost of doing it manualy is
21 Q. You'renot aware of any reason why that would 21 approximately about fifty two or fifty three
22 increase precipitously in coming yearsif you 22 thousand dollars a year. It'sthe diving
23 wereto usethe same level of service, the 23 contractor, the vacuum truck and also our own
24 once ayear. 24 internal labour and materials that we use.
25 A.Theonly way it would increase isif we were 25 o, the operating cost is indicated in 1C-59
Page 199 Page 200
1 and our operational costs are pretty well 1 actually looked at--they went over the last
2 awash. Thesignificant savingsarein the 2 two or three years or the last four years, |
3 efficiency improvement which we anticipate to 3 believe and looked at the number of times they
4 be--well, depending on the price of oil you 4 had to derate the unit, the number of times
5 use, of course, in the one hundred and 5 that we could not meet plant output and
6 seventy, hundred and eighty thousand dollars a 6 assigned a value ona fuel. So,it's an
7 year, depending on the price of fuel. 7 average of, | believe, it’sfour years and
8 Q. I think that'sidentified, in fairness to you, 8 they anticipate that by removing the mussels
9 Mr. Haynes, but perhaps the Board should be 9 and not having that loss of efficiency that we
10 referred to thisin the response to RFI 1C-8L1. 10 would actually improve to that tune.
11 And this isthe production evidence with 11 Q. Hasthere been any measuring that you have to
12 respect to which of the capital budget items 12 reach acertain critical massof the mussel
13 will improve efficiency. And there is 13 infestation within the intakes before it
14 reference to the B-19 and to this efficiency 14 starts impairing efficiency?
15 factor being estimated with respect to 15 A.lthink thebiggest factor in actually the
16 improved efficiency and reduction in oil 16 mussel accumulation isthe water temperature
17 costs. That estimate intermsof improved 17 if 1 recall correctly from the studies and the
18 efficiency, how was that arrived at in terms 18 useof the plant obviously. If we're not
19 of how did you determinethat this anti- 19 using the plant in summer and the water is not
20 fouling system would achieve such 20 going through, there likely would not be any
21 efficiencies? 21 condenser build-up, but basically our history
22 A. That particular numbers, they’ re average over, 22 inthe last X number of yearsthat we are
23 | believe, afour year period. The actua 23 using this plant in the prime whatever season
24 analysiswas done by the plant staff, the 24 that these mussels actually start to have
25 plant engineering and maintenance staff who 25 little mussels. I'm sorry, | don't know the
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1 MR.HAYNES: 1 will.
2 right biological term, but there are times of 2 Q. How long doesit taketo build back up again
3 the years when they grow a lot and there are 3 tothelevel that weseein this photograph
4 other times when they’re fairly dormant 4 after they’ re been removed?
5 depending on the water temperature and we do 5 .1 don't think it takes very long because they
6 use the plant when they are active, for lack 6 start off as small and they grow. Once
7 of abetter word. 7 they’'re attached to the walls and the
8 Q. It'snotjust any mussels presumably inthe 8 condenser tube, they stay there. The other
9 system or any number of mussels that causes 9 issue iswhen they get inside the system, the
10 the problem, but you do haveto reach a 10 cooling water itself get flushed through
11 certain critical level or mass of mussel 11 hundreds and hundreds of tubes and if they get
12 infestation beforeyou have an efficiency 12 big enough, they can’t go through the tube,
13 problem? 13 then basically they block thetube. That's
14 A.Ohyes, and | think the photograph that came 14 part of the efficiency by not having them
15 from the Holyrood plant that we put up this 15 therein thefirst place.
16 morning isindicative of the issue itself and 16 . If it does cause that degree of impairment in
17 that’ s all over the cooling system. 17 efficiency and other problems, has Hydro ever
18 Q. Butit'snot like that 365 days ayear, those 18 considered having the diving contractors come
19 pictures you've shown us, is the mussel 19 in twice ayear to clean these out?
20 infestation at that level - 20 (Time: 3:00 p.m.)
21 A.Oncethey’'rethere, they generally stay there 21  A.Thisrequiresa shut down, this requiresto
22 because they are--unless they migrate, I’m not 22 shut down the plant, that particular unit to
23 sure - 23 unwater the cooling water intake. It's a
24 Q. Until you have your one-year annual - 24 fairly significant amount of work.
25  A. And then we go out and shovel it out, if you 25 .How long is that shut down per diving
Page 203 Page 204
1 inspection and cleaning? 1 environment that it was, say, 15 years ago.
2 A For this particular work, I’m not quite sure, 2 Itis anewer technology, if you will; one
3 I think it’s two or three weeks to actually do 3 that has been proved successful and other
4 that, but I'm--a couple of weeks | would 4 utilitiesdo useit, but| can't cite the
5 suggest. 5 utilities off hand.
6 Q. Sotheplant isdown for acouple of weeks? 6 . Have you actually contacted any of those other
7 A.No, the plant is down more than that. 7 utilities to see whether, in fact, the anti-
8 Q. During the clean up operations? 8 fouling system has proven to be as affective
9 A.Yes, but there'salot of other work on the go 9 as the manual removal of mussels?
10 at the same time. 10 . | believe we did contact other uitilities or
11 Q. Okay, so it'sco-ordinated with plant shut 11 other users and our question would not be on
12 downs for other purposes. 12 the effectiveness, the question would be, does
13 A.Yes, absolutely. 13 it work or can they confirm that this isas
14 Q. So, the plant hasn’t been shut down solely for 14 the biologist and so tell us, thisisagood
15 the purpose of cleaning the musselsout of 15 way to remediate the problem. The economics
16 these intake valves. 16 would be our own situation, our |abour costs,
17 A.Wedorun back onload and we have shut down |17 cost of the equipment and so on. That would
18 half the condenser to go in and remediate some 18 be an analysis that we would do.
19 of these problemsif it gets acute. 19 Q. And the feedback you've gotten then from
20 Q. Theanti-fouling system that Hydro is choosing 20 contacting other utilitiesasto whether it
21 here, has there been any track record, 21 works, have you gotten positive feedback?
22 experience with it, by other utilities that 22  A.Yes, it doeswork.
23 Hydro is aware of ? 23 Q. Insimilar context to what you’ re dealing with
24  A. My understanding isit’s quite common in alot 24 here, when | say that, salt water as opposed
25 of areasand much more common in utility 25 to perhaps a plant on the Great L akes that
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1 MR. COXWORTHY: 1 the go.
2 might have other types of mussel infestation. 2 Q. So, that $21,000.00 ayear expenditure that
3 Al would not have asked that specific question 3 you have us before as the diving expenditure
4 if it wasa tidewater plant, but| can’t 4 per year, how much of that will actualy be
5 imagine it would not. I'm sure that they did 5 eliminated by the anti-fouling system?
6 actually ask those questions. 6 A.That amount of money was specificto this
7 Q. The system, the anti-fouling system, uses 7 issue.
8 chemicalsto - 8 Q. So, any additional diving work is additional
9 A lItactualy usesacopper, it's an electrical 9 monies over and above it?
10 chemical reaction that actually basically 10 A.Yes, for the cooling water, for the screens or
11 creates copper ionsand actually injectsit 11 whatever. There's lotsof other work out
12 into the cooling water intake and seven to ten 12 there that we use diversfor, not lots, but a
13 parts per billion, | believe isenough to 13 fair amount.
14 mitigate the mussels from growing. 14 Q. Andisit anticipated the anti-fouling system
15 Q. lsitanticipated that this system will remove 15 will remove entirely the need for manual
16 entirely the need for manual inspection of 16 removal of mussels from the -
17 the, by diving contractors, of these intakes? 17 A.Yes,itis, that'sour understanding and if
18 A. For the purposes of mussels, we do not 18 it'snot, it will be very minor.
19 anticipate having to go in and get adiver to 19 Q. Thank you, Mr. Haynes.
20 goinand do that. We still use divers, we 20 CHAIRMAN:
21 dtill haveto inspect. So, it would greatly 21 Q.| think we'll take abreak, Mr. Coxworthy.
22 reduce the amount of time that somebody isin 22 MR. COXWORTHY:
23 there cleaning up. We still have to obviously 23 Q. Thank you, Mr. Chair.
24 take it down, wak through and do an 24 CHAIRMAN:
25 inspection to ensure there’'s nothing else on 25 Q. We'll take a 15-minute break.
Page 207 Page 208
1 (Time: BREAK - 3:04P.M. ) 1 Telephone are high. They are acommon carrier
2 (Time: RESUME - 3:42P.M. ) 2 who are dedicated to providing service to
3 CHAIRMAN: 3 everybody. Wehave priority on our own
4 Q. Carry on, Mr. Coxworthy. 4 network obviously, for our telecommunications
5 MR. COXWORTHY: 5 needs, our data, energy control centre
6 Q. Thank you, Mr. Chair. If we may move on now 6 communicationsto the various areas that we
7 to project B-20, which is the installation of 7 deal with.
8 the fire protection system for the microwave 8 Q. Thealternate routing that you referred to, is
9 radio room in Holyrood, and Mr. Haynes, if | 9 that in useregularly, the alternate routing
10 could refer you to RFI IC-61, the response. 10 through Aliant?
11 And the responsereferred to "to guarantee 11 A. Il think in some low priority areas, there may
12 this high availability of the 12 be some leased linesfrom Aliant, but Mr.
13 telecommunications network, the majority of 13 Downton could probably confirm that when he's
14 the telecommunications network is owned and 14 on the stand.
15 maintained by the company with alternate 15 Q. Sothealternate routingisn’t in respect of
16 routing leased from Aliant Communications.” 16 communications at Holyrood?
17 And my question, Mr. Haynes, iswhy shouldwe |17 A. Not specific for Holyrood, no. Holyrood, |
18 accept that thereis ahigher guarantee of 18 think, is directly connected to our
19 high availability with a Hydro-owned and 19 communications infrastructure.
20 maintained system, asopposedto onethat’s 20 Q. Youdon't presently have an aternate routing
21 been obtained through the private sector? 21 through Aliant for Holyrood?
22 A. Thecommunications system, it'salready in 22 A. Tomy understanding, no.
23 place with respect to the microwave system, 23 Q. Would that be a potential backup solution to
24 which basically backhauls al our traffic and 24 what the problem is here, which isthat if the
25 so on, and the lease rates from Newfoundland 25 sprinkler system was engaged that it could
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1 MR. COXWORTHY: 1 2005 Capital Budget is, and one would need to
2 damage the microwave system? Instead of 2 look at RFI 1C-9in the response of this year
3 dealing with that, could an alternate solution 3 to determine this, but the cost for the stack
4 be to have alternate routing through Aliant? 4 liner #2 now has gonefrom 1.2 projected
5 A.Inouropinion, no. Thereisother equipment 5 estimateto 1.85. Canyou explain to usthe
6 in the particular room besides the microwave 6 increasein cost over that periodin that
7 equipment. There's servers. There's a 7 estimate?
8 telephone switch. There’'s Aid Pro computer 8 A. Canl seethe onefrom the previous?
9 software, which allows up to optimize the 9 Q. TheSection G, Appendix 3 of the 2004 budget,
10 plant. So it'snot solely--it's called the 10 page three, and it’sin Section 2.3 there, and
11 microwave room, but there’'s other electronic 11 | believe that was the estimate in respect of
12 equipment inside that particular room that 12 stack liner #2 being projected at that time.
13 this system would protect. 13 A. Thetotal liner estimate for the last job that
14 Q. Thank you, Mr. Haynes. If we could move on 14 we had donewas estimated--1 understand from
15 then to project B-21, which isthe Stack liner 15 what’ s presented, the 1.2 may have been the
16 for stack #2. And if | may make brief 16 material cost, because in the last job that we
17 reference back to the 2004 budget, and | don’t 17 had done, the actual estimate for the complete
18 know if we need to bring it up on the screen, 18 job, which include the overheads, escalation,
19 but if it's available, Section G, Appendix 3, 19 et cetera, the estimate was $1.776 million.
20 and the replace steel liner option at that 20 That would have been the all-up number, if you
21 time, identified as a March 2003 estimate, the 21 will, and the actual was actually very close
22 cost to replace stack liner #2, the onethat’s 22 to that.
23 presently before the Board, the March 2003 23 Q. Sothel.2 that appearsat that part of the
24 estimate at that time was $1.2 million. 24 report is not the complete figure, even at
25 What's now being proposed to the Board for 25 that time for the estimate?
Page 211 Page 212
1 A.Basedonwhat's presented there and what we 1 main fuel lines at Hardwoods.
2 actually had in the budget, approved budget 2 A.l will--the Hardwoods gas turbines and
3 last year, that would have been the materials 3 Stephenville gas turbines are under TRO, but |
4 only, | would understand. 4 will attempt to answer as best | can.
5 Q. Turning then briefly to stack liner #1, and of 5 Q.| apologize. My understanding was, from the
6 course we' ve seen the estimate costs that were 6 witness breakdown, that you would be answering
7 estimated for that replacement, and we've 7 in respect of this, but -
8 heard the evidence today that, in fact, once 8  A.I'll make every effort to answer the question.
9 that replacement was commenced, the stack 9 Q. My questionis with respect to the response
10 liner was actually in worse condition for #1 10 that was made to RFI IC-10in relation to this
11 than had been thought. What was thefinal 11 project, and the question waswhether the
12 cost for replacement of stack liner #17? 12 regulations in fact required the valve
13 A. Thestack liner was $1.782 million. 13 replacement in this year, and the response was
14 Q. Andwhy is it anticipated that the cost for 14 that it was not required in 2005, but a
15 stack liner #2 replacement will be higher, the 15 modification was required as a condition of a
16 1.85 million? 16 Certificate for Approval. Does the
17 A. Well, there would be escalation obviously and 17 Certificate of Approval, and | recognize of
18 there would be escalation, higher wage rates 18 course that you may not know the answer to
19 and so on. There' s no specific single reason 19 this, given your earlier comment, does the
20 why we have - 20 Certificate of Approval itself specify atime
21 Q. lIt'sjust attributable to normal or expected 21 frame within which this vave must be
22 increases in various costs? 22 replaced?
23 A. Materia supply, labour contracts, et cetera. 23 A.No, it doesn't specify a specific time frame,
24 Q. If wecould moveon then, Mr. Haynes, to 24 but it was acondition of the Certificate
25 project B-24, which isthe installation of the 25 Approval. It should have been done.
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1 MR. COXWORTHY: 1
2 Q.But you won't be in violation of the 2
3 Certificate of Approval if you don't replace 3
4 in 2005, as opposed to 2006? There's nothing 4
5 in the Certificate that puts a specific time 5
6 frame on that? 6
7 A.It's my understanding the Certificate of 7
8 Approval requires the valves, so we would be 8
9 in- 9
10 Q.Letmeput it another way. Youwill beno 10
11 more in violation of the Certificate in 2005 11
12 than you would be in 2006, if the replacement 12
13 is deferred? 13

14 A.No, wewouldn’t be any more, but we could be 14

Page 214
things over a period of time and they’ ve been-
-they have understanding, | guess, or they
know that we're at this and they have not come
down with the heavy hand from--the heavy hand,
if you will. They know that we are working at
these things and we will be meeting all these
things over a period of time.

Q. Thenext project | wantto discuss, and |

recognize, Mr. Haynes, that you may have the
same response if this wasintended to be
triggered as a TRO matter or by the previous
pandl, but thisis B-25, the installation of

the Diesel Generating Set at Stephenville gas
turbine. Areyou in aposition to respond to

15 subject to finesor whatever other remedies 15 questionsin respect of that project?
16 that the Department has. 16 .1 will certainly haveago atit, but if |
17 Q. How long asthis Certificate of Approval 17 fall short, I'll acknowledge that.
18 requirement been outstanding? 18 . We'll understand why. Thank you, Mr. Haynes.
19  A.l do not know that, the year. 19 Do you know whether it's possible to enhance
20 Q. HasHydro been subjected to any finesto date 20 the reliability of the existing battery system
21 in respect of - 21 in Stephenville without incurring the full
22 A.No, but | think it’sworthwhile to add that we 22 cost of a$95,000 duplicate system? And |
23 have several areasin thefuel regulations 23 should say I'm making reference, and |
24 where we are non-compliant and the regulator 24 apologize, to RFI 1C-12 in that regard.
25 is awarethat we are mediating al those 25 Because a question was asked as to what would
Page 215 Page 216
1 be the cost of installing a duplicate battery 1 Stephenvilleis on aradial--you know, it's
2 system in Stephenville, and the response 2 not as robust in terms of multi-connections as
3 that’ s been given by Hydro is that, that would 3 say Hardwoods.
4 cost $95,000. And | guess my question again 4 Q. And that would be another situation where
5 is, is thereany other way to enhance the 5 thereisagasturbinein operation. Do you
6 reliability of the existing battery system 6 know whether there’'s diesel backup at
7 without incurring the cost of a duplicate 7 Hardwoods for the battery system?
8 system and obviously without incurring the 8 A.Yes, thereis.
9 cost of purchasing this diesel? 9 GREENE, Q.C.:
10 A.No, | don't think there is. What this project 10 Q. Ifit'shelpful for the record, we can confirm
11 isintended to do isto ensure the reliability 11 that the others do have the backup.
12 and the availability of that particular unit 12 MR. COXWORTHY:
13 whenwe getin troublein that area. The 13 Q. Thank you. The operating experience example
14 intent isto allow black start capability to 14 that’sgivenin B-25 of March 4th, 2003, is
15 provide air to the system, you know, so we can 15 that a worst-case scenario, Mr. Haynes, in
16 start the generator. 16 terms of isthat arare event and one unlikely
17 Q. Stephenvilleisagasturbine station. Does 17 to be repeated?
18 al of Hydro’'s gasturbine stations have the 18  A. Just give me a second, please.
19 same sort of diesel generator backup to the 19 Q. Certainly.
20 battery system, all of them other than 20 A. | think, based on what'swritten here, and
21 Stephenville? 21 based on discussions that I’ ve been party to,
22 A. | do not know that answer specifically, but | 22 that the exposure isthere often. We often
23 think--when you look at this sort of system, 23 run the machineasa synchronous condenser.
24 you have to look at whereit sitsin the 24 When we shut it down, we do have to run the bc
25 system, what the other sources of supply are. 25 systems for a period of time to ensure the
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1 MR. HAYNES: 1 Q. Withthat information inmind, is there any
2 shaft--you know, lubrication on the machine 2 urgency to implementation of the diesel backup
3 and soon. Itisrare, but very possibleto 3 solution in 2005, as opposed to 2006, given
4 occur at any point in time. 4 the average of only one failed start per year
5 Q. If I could move on then to the responseto IC- 5 and in that time period, there only having
6 -RFI IC-11 inrespect of thisproject. It 6 been one event, the March 4th 2003 event,
7 appears from the response that this situation 7 that's caused significant damage or
8 has been recognized at least by Hydro for the 8 significant prolongation in interrupted
9 past five years that there has been a concern 9 service?
10 with respect to black start reliability. Is 10 A.lfeel itisurgent that wedo this. It'san
11 that the case, that that has been recognized 11 exposureto agasturbine that’s part of our
12 as aconcern, atleast for thelast five 12 portfolio of generation that isessential to
13 years? And | say five years, back to ' 99. 13 meet the power energy needsand to reliably
14  A.l can't say specificaly, I’'m sorry. 14 meet those needs. This isa proposal that
15 Q. Okay. Would you agree from the information 15 will actually minimize that risk and one that
16 that’s provided by Ic-11 that it appears that 16 we' ve employed at other gas turbine sites.
17 there’ sbeen an average of only one failed 17 Q. Thank you, Mr. Haynes. Mr. Chair, those are
18 start per year in that time period since 1999? 18 al thequestions | havefor this panel.
19 A.Yes 19 Thank you, Mr. Haynes.
20 Q. Do you know whether any of those failed starts 20 CHAIRMAN:
21 have resulted in any prolonged interruption of 21 Q. Thank you, Mr. Coxworthy.
22 service or caused any significant damage to 22 HUTCHINGS, Q.C.:
23 the gas turbine unit? 23 Q.| havejust acouple of mattersto deal with,
24  A.I'mnot awarethat it has, other than the 24 with Mr. Haynes on this panel, Mr. Chair. Mr.
25 March 4th event. 25 Haynes, if wecould look quickly at the
Page 219 Page 220
1 project at page B-15, that’sthe Dry Ice 1 that Granite Canal was not aretrofit to an
2 Cleaning System, and in conjunction with that, 2 existing unit, soitwould have been alot
3 we have the response to 1c-57 which asked what 3 easier to implement and the cost may have been
4 other steps Hydro had taken to eliminate the 4 lower. When you go back and retrofit,
5 problem of brake dust and oil mist on the 5 typically the cost is more.
6 rotors and stators. The figure that’s quoted 6 Q. No, | understand, but you know, to whatever
7 in 1c-57 atline 12 talks about another 7 extent somewhat up to $100,000 we have paid at
8 solution to these problems, which involves an 8 Granite Canal for this other system?
9 expenditure of $100,000 per unit. | take it 9 A.Yes, wehave
10 that is some other system which will prevent 10 Q. Yes, okay. Now this Dry Ice Cleaning System
11 thisdust or mist from attaching itself to 11 that we'retalking about here, | take it
12 these rotors? 12 that’ s not a mobile system? That' s affixed to
13 A.Yes. That system would actually reduce 13 the particular units that it's associated
14 specifically the carbon dust from the slip 14 with, isit?
15 ring, fromthe brushes. It would actually 15  A.No, actually it isamobile system. It'sone
16 contain and collect that particular dust. It 16 system for all Bay D’ Espoir or for Cat Arm or
17 doesn’'t necessarily mitigate oil contaminants 17 Hind s Lake or anywhere else that we can take
18 and so on, but it does help reduce the overall 18 it and useit. It's a portable device that we
19 contamination. 19 would usein any winding cleaning or on any
20 Q. Asl understand from the answer, such a system 20 generator.
21 isin place in the Granite Canal project? 21  Q.Okay. So if thiswere acquired and Granite
22 A.Yes, that was designed in with the machine. 22 Canal hadn't had that system builtin, you
23 Q. And wasthe cost similar? 23 could in fact have taken it to Granite Canal
24 A. It would be my understanding that this, that 24 and used it there as well?
25 it would be similar. However, | should add 25 A.Yes, we could have.
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1 HUTCHINGS, Q.C.: 1 used--the Granite Canal is a containment
2 Q. Okay. Thereference to reduction of cleaning 2 around the dust-generating mechanism. Soit's
3 timeby 50to 60 percent, isthis simply a 3 not a portablething. It's apart of the
4 reduction in your staff time that you're 4 machine, if you will.
5 speaking about? 5 Q. Right.
6 A.Yes it'shasicaly labour. 6 A.Andpart of thestandard design. This isa
7 Q. Okay. But up until now, this service has been 7 portable machine that would alow usto clean
8 contracted out? 8 these windings. | think it’sworth noting as
9 A.Yes Wadll, wehave contracted it out. We've 9 well that these windings range in--number
10 also doneit by rags and chemical or cleaning 10 seven is 28 yearsold and units one to four
11 solution. We've done it both ways, depending 11 are 38 yearsold, so all these things help
12 on the availability and the time of the year. 12 prolong the life of the winding and to ensure
13 (Time: 4:00 P.M.) 13 that we keep it clean, and if wedo havea
14 Q. Okay. Is it anticipated that even with the 14 failure, it won't bea big failure. It'll
15 system that’sin place in Granite Canal, there 15 minimize the damage.
16 may be other cleaning required? 16 Q. So the intent here is to displace the
17 A. Sorry, you mentioned Granite Canal? | didn’t 17 maintenance costs of this 15,000 per unit or
18 understand. 18 whatever it may be with this new piece of
19 Q. Evenwith the system that’s been built into 19 equipment?
20 the Granite Canal project, isthere till 20 A.Yes, and it does abetter job than manual
21 going to be areguirement for cleaning? 21 cleaning, the dry ice system.
22 A. At Granite Cand? 22 Q.Okay. All right. If wecouldlook now to
23 Q. Yes. 23 page B-16. Thisisthe upgrade of the control
24 A.Possibly, but I’'m not--1 can’'t be certain of 24 system at Holyrood, and this project iswell
25 that answer. This particular unit would be 25 underway, | understand, having been approved
Page 223 Page 224
1 last year for about a million and a half 1  A.Yes It'saFoxboro Systemthat isinstalled
2 dollars. Isthat correct? 2 as we speak and being commissioned now.
3 A.Yes, 1.6 million for 2004. 3 Q. Okay. Sowhilethisisaproject spread over
4 Q.'04,yes. Inyour presentation of last year, 4 two years, it'snot divisibleinthe sense
5 inrespect tothis project, there had been 5 that thisis one unit or two units. It isall
6 filed areport which was at Section G, Tab 2, 6 asingle process which is taking place over a
7 which was the Distributed Control System 7 two-year period?
8 Lifecycle Planning Report, which | think you 8 A.Yes, that'scorrect.
9 and | discussed last year in connection with 9  Q.Okay. All right. You note at page B-18 that,
10 this, and it seemed fairly clear at that stage 10 in item fivethere, that Foxboro have a
11 that there wasrealy only one potential 11 superior history of long-term commitment
12 supplier who could accommodate the work that 12 through the backwoods compatibility and so on.
13 had to be done on anything like an economical 13 Y ou noted that recent clients of the migration
14 basis. Isthat afair characterization? 14 processes were contacted and were pleased with
15 A. That was certainly our understanding at the 15 their systems and so on. How isit that when
16 time. 16 you were before the Board last year, you were
17 Q. Yes, okay. Andit now appears that in 17 unaware of this great history that Foxboro had
18 addition to Westinghouse which had all ready 18 in terms of actually doing exactly the sort of
19 by that time, I think, been called Emerson 19 work that you now have them doing?
20 Process Management, that there is this option 20 A.What we were unaware of, | mean, there are
21 to go with the Foxboro Company and that’swhat |21 other companies who can replace that system
22 you’ re now recommending? 22 besides Foxboro. The natural migration path
23 A. That'swhat we' ve done. 23 that we proposed to the Board last year was
24 Q. Okay. When you say you’ ve done, you did that 24 based on a migration path that Emerson,
25 in respect of the work in 2004? 25 Westinghouse Emerson had come up with to allow
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1 MR. HAYNES: 1 giveus alonger term and supportable life
2 to reuse certain of their equipment and so on. 2 than the current system.
3 Foxboro and--we were unaware, but we did 3 Q. Butyou put to the Board last year in support
4 become aware of it through contacts, through 4 of the $1.5 million that you asked the Board
5 discussions and so on, that Foxboro actually 5 to approve, and they did approve, the notion
6 does reuse certain components of the cabinets 6 that Emerson was your only option, correct?
7 and theplug ins and so on, and it was 7  A.That'scorrect.
8 actually through a WebEx conference, | 8 Q. ljust need to cover now, Mr. Haynes, a couple
9 believe, that we became aware of it and 9 of questions that arose out of the reply that
10 pursued it, and eventually came to the 10 we got this afternoon to the undertaking which
11 conclusion that Foxboro had a superior record 11 isU-Hydro No. 8, | believe, and that goes to
12 and superior support even inthe province, 12 an attempt to explain the differences that
13 that was unavailable with Westinghouse, and 13 were noted between the economic analysis with
14 the cost was basically similar. 14 respect to the Roddickton mini hydro dam at
15 Q. lsit fairto say that had you made those 15 IC-18 and the analysis at Tab--Section G, Tab
16 inquiries prior to the hearing last year, you 16 lin Appendix C withrespectto the Snook’s
17 would have been able to provide this 17 Arm project. Is it fair to say that
18 information to the Board at that time? 18 essentially the difference, which doesn’'t
19 A.Thatl don’t know. Possibly. But we looked 19 appear on the face of the two documents that
20 at the--what was looked at was the migration 20 we previously had, isrelated to the capacity
21 path from one Westinghouse version to another 21 factor for the plants?
22 and it wasa logical way togo, a logical 22 A.Yes, that's correct.
23 route. You would reuse some of the equipment, 23 Q. And Snook’s Armis about a 68 percent capacity
24 the 1/O card specifically, and in a Foxboro 24 factor and Roddickton is only about 28, 29
25 system, al that’s been replaced, which will 25 percent?
Page 227 Page 228
1 A Yes 1 the $1000.
2 Q. Okay, al right. And that explains the 2 A.Togoout and buy a50 megawatt gasturbine
3 difference between the 13,000 capacity charge 3 would cost in the order of approximately $1000
4 with Roddickton Mini Hydro and the 45,000, 4 amegawatt.
5 almost 46,000 in respect to Snook’s Arm? 5 Q. A $1000 per megawatt?
6 A.Yes. 6 A.I'msorry, perkilowatt, that would be the
7 Q. So, thefigure of $100 per kilowatt hour per 7 cost to go out and buy--it's approximately
8 year, that’sthe al-in capital cost of the 8 $1000 a kilowatt togo out and buy gas
9 gasturbine, isn't it? 9 turbines of that size.
10 A.That'sa levelized cost for agas turbine. 10 Q. Soif you'retalking about a50 megawatt gas
11 Gas turbinestypically would cost roughly 11 turbine at $1000 per kilowatt, you're talking
12 $1000 akilowatt, so, obviously we would not 12 $50,000,0007?
13 impose-we would obviously not goout andbuy a {13  A. Yes.
14 400 kilowatt gas turbine at the $400,000 or 14 GREENE, Q.C.:
15 whatever it is, so thisis a prorated portion 15 Q. Andmay | again, for therecord, that'sthe
16 to, in theory, replace this particular 16 capital cost of the new gas turbine?
17 capacity whenwe do need to bring on new 17 A.Yes, I'm sorry, that' s the capital cost, this
18 system capacity. 18 islevelized.
19 Q. Yes, but when you use $100 per kilowatt per 19 HUTCHINGS, Q.C.:
20 year, you're talking about going out and 20 Q. Sowhat you refer to asthe levelized cost is
21 buying a 50 megawatt gas turbineand that 21 the annual carrying cost of the asset, is that
22 would cost you $100 per kilowatt that that 50 22 what you're saying?
23 megawatt turbine could produce, correct? 23 A.l am not--1 can't recall the specific
24 A.Yes, moreor lessthat’sright, yes. 24 calculation, but it’s a number that we' ve used
25 Q. Okay, so | didn't understand your referenceto 25 in previous studies and previous hearings.
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1 MR. HAYNES: 1 plant is expected to be added, you will be
2 It's anumber calculated by planning whichis 2 needing to add both capacity and energy around
3 a fair representation of what a capacity 3 the same time, will you not?
4 installation only would cost Hydro on a 4 A. Hopefully, that’s the opportune timeto do it,
5 levelized basis, annual. 5 yes. We have, obviously, aswe presented |
6 Q. Okay--go ahead. 6 think in the GRA last year, we have some times
7 A.Annually, it's $100 per kilowatt per year. 7 of the year a difference between the two and
8 Q. Okay. Isitfair to say that the gasturbine 8 wewill review that and then make the best
9 is, as regardsthe mix of generation of 9 judgment asto what timeto doit, butit’'s
10 capability available to Hydro, the high end of 10 usually capacity and energy weaddin this
11 the scale in termsof the availability to 11 time frame.
12 provide capacity? 12 Q. Your projection isfor deficitsin both energy
13 A.Actualy for capacity it's the cheapest. 13 and demand to occur around the same time at
14 Simple cycle combustion turbines are typically 14 this point?
15 the cheapest capacity-only resource that we 15  A. Atthispoint intime, yes.
16 could put on for capacity only. 16 Q. Andwiththat inmind, itisin fact unlikely
17 Q. Yes but interms of the energy that they 17 that your solution in 2011 isgoingto bea
18 produced, obviously it's very expensive 18 gasturbine, isthat not fair?
19 energy? 19 A That'sfair.
20 A.Buttheenergy in this particular analysisis 20 Q. Thank you, Mr. Haynes, that’s all | have for
21 costed to our marginal cost the cheapest one, 21 thiswitness, Mr. Chair.
22 which is Holyrood. 22 CHAIRMAN:
23 Q. WhichisHolyrood, no, | understand that, yes, 23 Q. Thank you, Mr. Hutchings. Mr. Kennedy?
24 okay. In termsof your system planning for 24 MR. KENNEDY:
25 the year 2010, 2011 when new capacity--or new 25 Q. Thank you, Chair. Mr. Haynes, | just have two
Page 231 Page 232
1 projects and two questions, one on each one. 1 Q. Which provided the range of net present values
2 So thefirst one | want to look at was B-13 2 from alow, | think of 586 to high of 863?
3 which isthe Snook’s Arm project. And asl 3 A Yes
4 understand it what Hydro’s applying for here 4 Q. Andthat's863,000. Sowouldit beHydro's
5 in 2005 is $115,000 to fund the capital costs 5 intention that if the scope of this project
6 associated with the detailed engineering that 6 was to become materially impacted by the
7 needs to be conducted in order for you to set 7 detailed engineering work that you do during
8 this project up for actual, the conduct of the 8 2005, affecting the estimated cost of what
9 order in 20086, isthat right? 9 this project would be for 2006, that you would
10 A. That'scorrect, yes. 10 revisit the issue?
11 Q. And so at thispoint, the 1.815 million that 11 A. Certainly if there was a significant change we
12 is booked in there in B-13for 2006, is 12 would have to revisit the issue, that would be
13 Hydro' sbest estimate of what that project 13 only prudent on our part, but | would add that
14 will cost, but it’s subject to the results of 14 if the cumulative present worth difference of
15 that detailed engineering that you would 15 approximately six hundred thousand dollars,
16 conduct in 20057? 16 there would have to be a significant change to
17 A. Ohyes, wewould review the cost estimates and 17 actually affect the overall project economics.
18 refine as appropriate. 18 (Time: 4:15 p.m.)
19 Q. And,wedon't redly need to go there again, 19 Q. Okay, so you, as any good witness, anticipated
20 you were cross-examined about the net present 20 my question which was that’s arelative factor
21 value calculations that were afforded in 21 then in your mind to the determination of when
22 support of that and it's in the Supplemental 22 aproject would, if it wasto go outside of
23 document, | think itwasat Table 7.1, page 23 its intended scope, require a subsequent
24 15. 24 review when it goes outside of its net present
25  A.Yes. 25 value tolerance?
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Page 233

1 MR. HAYNES:

A. It would require areview certainly internally
from the point of view if there was achange
in the economics, the viability of aproject,
we would obviously consider that further and
have a second look. Thereisafair latitude
for change in the capital cost or
environmental remediation cost which would
till make this particular project economic.

© 00 N o ok~ WODN P

Page 234
there that you may not do the line of
replacement in the same manner because that
craneis not available, correct?

A. That would, obviously, depend on the bids or
the quotations that we have for the work. We
did not anticipate that the crane would be
available last time through, we thought, you
know, typically they'reinstalled internally.
We reviewed that particular bid and concurred

10 Q. Okay, keeping that in mind, |1 wonder if we 10 that it was doable and it was cheaper, so we
11 could just have a look at B-21 which is 11 didit and when we go out thetender this
12 related to the Holyrood upgrading of the civil 12 year--or next year, | should say, we will
13 structures there. 13 entertain any particular construction
14 A Yes 14 techniques aslong as they’re reliable and can
15 Q. Andtherewas the boiler stack and then the 15 do thejob.
16 screen structure and | was just interested in 16 Q. Okay. Mr.O'Rielly, doyou havethe 2004
17 the boiler stack itself. And on, | think it 17 Budget Application there that you can pull up
18 was direct examination, I'm not sure, it may 18 on the screen? Okay, could we go to B-22 from
19 have been during your cross here today, there 19 Hydro's 2004 Budget Application? And, Mr.
20 was some questions related to--you were 20 Haynes, this was your application last year
21 showing up some pictures of theliner at the 21 seeking budget funds for 2004 relating to this
22 top of the crane being ready to be slipped 22 same project, as | understand it, right, stack
23 down inside the stack, correct? 23 #27?
24 A, That'scorrect. 24 A.Yes.
25 Q. Andif | gathered you correctly, you indicated 25 Q. Okay, and the civil structure. And what we
Page 235 Page 236
1 had was an amount for 2004 of $78,500 and then 1 2005 is based onthe, presumably the same
2 an estimated budget of--in 2005 of two million 2 information that you used to derive that
3 onefive. 3 identical number in 2003 when you were
4 A Yes 4 submitting your budget for 20047
5 Q. Okay. Sol wonder if we could just go back to 5 A.Yes, andthelast job basically was less than
6 B-21 now of the current application, if we 6 two million--was approximately a hundred
7 could just scroll down. So did this project 7 thousand dollars less than this, soit’sjust
8 just get pushed out for a year, the 2004 8 a minor refinement for escalation; we
9 figureis $78,500, so that would be inthe 9 anticipate smilar costs.
10 detailed engineering work that you did this 10 Q. Okay. So canl ask you, going forward here
11 year? 11 what would you--what would be your opinion on
12 A.No, that's not completed at thispoint in 12 areasonable tolerance around that estimated
13 time. 13 cost right now of two million one?
14 Q. Okay, that’s the explanation then of why the 14 A Typicaly our estimates are, you know,
15 2005 figurewould not havevaried at all 15 obviously they vary but, you know, plus or
16 between last year’s project application and 16 minus ten percent isanumber that we would
17 this year’ s projection application? 17 use from a budgetary point of view, including
18  A. There' s been no detailed review at this point 18 the contingency. | would like to add that in
19 intime, that's work that basically is in 19 the previous job, we came in approximately one
20 progress now and probably as we speak, but it 20 percent under budget which | thought was
21 will be done by the end of theyear todo a 21 pretty good and | have no reason to think at
22 review, you know, get bid documentsin place 22 this particular time we would be significantly
23 and so on ready to go. 23 different on this particular job.
24 Q. Okay, so the estimates, if you will, or the 24 Q. Soif thisoneisn't--if | gather correctly an
25 costing data that Hydro is providing here for 25 MPV driven product, if you will, it'san
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1 MR. KENNEDY: 1 present value calculation, the project is not
2 obsolescence in safety driven project as 2 being justified on operating efficiency gains
3 argued by Hydro, correct? 3 or just a spend money now, saveit over the
4 A That'scorrect. 4 long term scenario, can we use a plus or minus
5 Q. All right, and so we don’t have that same, if 5 ten percent figure as areasonable tolerance
6 you will, check like we would in a project we 6 for when a project starts to go out of scope,
7 just looked at, Snook’s Arm, where we have an 7 when a project has exceeded what your
8 MPV that may get affected in your project goes 8 reasonabl e engineering judgment estimate is?
9 out of scope? 9 A.I’'mreluctant to agree with that because this
10 A.No, thisisbasicaly justified because of the 10 particular project, as| say, isamust do and
11 condition of the current stack and the safety 11 if it wastwo and a half million dollars, in
12 asgpects. It'samust do. 12 my view, we'd still have to complete the job
13 Q. I'msorry? 13 to ensure the availability and maintainability
14 A It'samust do. We have to do this particular 14 of the plant. Sol thinkit's quite--you
15 project. 15 know, it's different from that point of view,
16 Q. Right, sointhefirst one, in Snook’s Arm, if 16 | think projects that are justified based on
17 the project goesout of scope and ends up 17 this, they, you know, the estimates that we
18 placing into doubt, if you will, the financial 18 provided in the past have been reasonable. We
19 viability of the project by virtue of turning 19 had no reason to think that we're, you know,
20 those positive net present values into 20 significantly off base with our cost
21 negative ones, then that’ s a clear indication 21 estimates. As| mentioned, this onewas one
22 to Hydro that you would need to rethink the 22 percent off in 2003 which | thought was pretty
23 project, correct? 23 good.
24 A. Certainly. 24 Q. No, excellent, and | think there might be a
25 Q. Okay, in acase wherewe don't havea net 25 slight misunderstanding, it’s not aquestion
Page 239 Page 240
1 aimed at determining when the project should 1 estimate following the engineering study,
2 be questioned in the sense of you put forward, 2 which at that time we will be asking the Board
3 if we just accept the assumption that it'sa 3 to approve the capital cost for the actual
4 safety driven project, so that you have to 4 work.
5 have it done - 5 HUTCHINGS, Q.C.:
6 A.Uh-hm. 6 Q. I'msorry, Mr. Chair, | didn’t understand that
7 Q. And you'resaying it's goingto cost two 7 intervention with respect to this project.
8 million one and that’swhat this panel, for 8 MR. KENNEDY:
9 instance, if it were to approve that project, 9 QYes | wasjust going to ask for
10 that’ s what its approval is based on, is that 10 clarification. | thought Hydro is asking for,
11 estimate of how muchisit going to cost to 11 onthisone, | believe counsel that Hydrois
12 fix this? 12 asking for approva of the full two million
13 A Yes 13 for 2005, not the engineering?
14 Q. I'm trying to geta sense of from your 14 GREENE, Q.C.:
15 engineering perspectivewhendoyou considera (15 Q. Isthat the right one on the screen?
16 project to have gone outside the original 16 MR. KENNEDY:
17 scope and keeping in mind that it’ s the panel 17 Q. Yes, this is your 2005 Capital Budget
18 here approving this project on the basis of 18 Application.
19 the number that you’ ve represented in B-217? 19 GREENE, Q.C.:
20 A.l don't have anumber. 20 Q. Oh, sorry.
21 GREENE, Q.C.. 21 MR. KENNEDY:
22 Q. Although | would point out that the only thing 22 Q. Andit might have been my flipping back and
23 Hydro is asking for is approval of the 23 forth because | was looking at the 2004 a
24 engineering study to be done and we will be 24 minute ago.
25 back in 2006 with respect to the refined cost
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1 GREENE, Q.C.: 1 Hydro that’s triggered off by virtueof a
2 Q. Sorry, | thought you were talking about - 2 project going over more than ten percent
3 MR. KENNEDY: 3 budget? Do you need to report back up to, for
4 Q. Right. SoHydroislooking for approval to go 4 instance, your board of directors or the like?
5 ahead with this actual project in 2005? 5 A.There isa signoff, if acapital budget
6 A.Yes, atan estimated cost of two million 6 that’ s in place exceeds a certain variance, it
7 dollars. 7 hasto be signed off by the vP, depending on
8 Q. Right. You're conducting the detailed 8 the amount and it goes from there. And
9 engineering study whilewe go through this, 9 there' salso, | think, regular reporting to
10 and you believe that your budget estimate here 10 the Public Utilities Board on our capital
11 is accurate and that you should come in 11 program | think on a quarterly basis.
12 within, close to that figure once the project 12 Q. Sure, there’ sregular variance reports issued
13 finishesin 2005? 13 to the Board, sure.
14 A.Yes, we should be reasonably closeto that 14  A.Yes, and that would be the vehicleto inform
15 number. 15 if there’s a change.
16 Q. Okay. Andyou expressed a figure of plusor 16 Q. Sure, I'm thinking more of the internal
17 minus ten percent as being, inyour view, an 17 structure of Hydro, you said if a budget goes
18 acceptable range for a project of this size? 18 over ten percent, it requires further
19  A. From abudgetary point of view, that would be 19 authorizations inside of Hydro or someone
20 atypical number. | mean, we've obviously 20 needs to sign off -
21 come in under or come in over on some 21 A.Yes |, asa vP,would haveto sign off for
22 projects, depending on the nature of the job 22 any capital budget increases beyond the, |
23 or unknowns. 23 forget the number offhand, but I'd have to
24 Q.ls there anything significant from a 24 signit off. Andif it goesextraordinary,
25 procedural perspective, Mr. Haynes, inside of 25 you know, significantly off, | would haveto
Page 243 Page 244
1 go to my boss, obviously and seek further--and 1 but in your discussion in response to
2 | believe there' s probably provisionsto go to 2 questions, you referred to the Dyke Board. Is
3 our board of directors if it's a major 3 it correct that the Dyke Board is a group of
4 difference in the cost that we anticipate. 4 national experts that are recognized
5 Q. Right, well it wouldn't be the first chain of 5 internationally with respect to dams and
6 command. In your chain of command, you use 6 dykes?
7 the ten percent figure, that’s what triggers 7 A.Yes they aredl internationally recognized
8 your requirement to sign off? 8 who work in al areas of the world on dykes
9 A.No,what | meant wasa ten percent change 9 and dams and hydro facilities.
10 would be the, you know, the typical accuracy 10 Q. Howlong hasthe Dyke Board been providing
11 of a budget or estimate that we would 11 that external expertise for the dams and dykes
12 anticipate that would be plus or minus ten 12 for Hydro and for Churchill Falls?
13 percent. And | forget the actual percentage 13 A. For Churchill Falsit’s been there many, many
14 number where | would have to be, to actually 14 years and for Hydro, | think it started in the
15 sign achange order, | don’t recall off the 15 early to mid eighties that we actually engaged
16 top of my head. 16 the Dyke Board and we' ve maintained them ever
17 Q. That's al the questions | have, Chair, 17 since.
18 members of the panel. Thank you. 18 Q. Mr. Coxworthy asked you questions with respect
19 CHAIRMAN: 19 to whether there was new information further
20 Q. Thank you, Mr. Kennedy. Any re-direct Ms. 20 tothereport that he referred you to dated
21 Greene? 21 1999. With respect to the Dyke Board, have
22 GREENE, Q.C. 22 they visually inspected the Upper Salmon Power
23 Q. Yes, | dohave acouple. Thefirst iswith 23 Canal since 1999?
24 respect to the Upper Salmon Power Canal, which |24  A. Each year they inspect that particular canal
25 isB-5, and | don’t think we needto go to it, 25 because of their concern and they also review
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1 MR. HAYNES: 1 year.
2 any data, piezometer dataand soon at Bay 2 Q. And &fter the review of the Dyke Board’s
3 d Espoir. They actually do aone-week visit 3 recommendations by a Hydro engineering group
4 to the Hydro system and look at all those 4 who are specialists in damsand dykes, what
5 particular aspects. 5 was their recommendation?
6 Q. Sothey review the information that would, on 6 A.l’'msorry, can you repeat that?
7 asubsequent to 1999, each year we may visit, 7 Q. The interna engineering staff at Hydro--
8 isthat correct? 8 first, do we have engineering staff who are
9  A. That'scorrect. 9 viewed as expertsin the maintenance and
10 Q. Andthey doavisua inspection and actually 10 construction of dams and dykes?
11 walk over the dam, is that correct? 11 A. Yes, we have some engineers who are dedicated
12 A. Thatiscorrect. |, unfortunately, have not 12 to dyke and dam work and their review of this
13 accompanied the current Dyke Board at Hydro, 13 particular thing, they concur that thereisan
14 but | have accompanied in cr(L)co severa 14 issue that we have to address.
15 timesand | do literally walk and crawl all 15 Q. And again, they concur with the recommendation
16 over the dyke doing what geotechnical people 16 of the Dyke Board and brought it forward to
17 do. 17 executive management that it was critical to
18 Q. Following the annual inspections from the Dyke 18 undertake this work in 20057?
19 Board, what is the Dyke Board' s recommendation 19 (Time: 4:30 p.m.)
20 with respect to therequirement todo the 20 A.Yes, we have to--we're not necessarily
21 stabilization work for the Upper Salmon Power 21 absolutely certain that the suggestion of the
22 Cand in 2005? 22 Dyke Board may be the ultimate solution, but
23 A. They consider thisto be urgently required and 23 we do have to do something, Acres were
24 infact iswhy we bought this capital budget 24 retained, the Dyke Board are engaged and we
25 forward to the Board last year or earlier this 25 will arrive at the appropriate remedy.
Page 247 Page 248
1 Q. Thenext areawith respect to work be acquired 1 place and to ensure that they are being done
2 for various fuel tanks to meet legidative 2 and that the appropriate testing etceterais
3 requirements, with respect to the underground 3 being carried out. And these were arrived at
4 fuel tank, there aretwoin this particular 4 through this audit process.
5 budget. Oneisat B-9, the upper Salmon and 5 Q. And the determination of what tanks to be done
6 the other is at Hydro Place. Does Hydro have 6 to meet the current requirements was discussed
7 any other underground fuel tanks that do not 7 with the Department of Environment and they’re
8 comply with current environmental 8 aware of Hydro seeking approval to have these
9 requirements? 9 donein this time frame?
10 A.Yes, wehave one moreunderground fuel tank 10 A.Yes, they'reaware of our plans for tank
11 that will be in afuture capital budget and 11 remediation.
12 that is at the Cat Arm facility. 12 Q. Andthat is one of the reasons that Hydro has
13 Q. You mentioned that Hydro has had discussions 13 not been charged with violations with respect
14 with the Department of Environment with 14 to thecurrent legislation because of its
15 respect to these items of non-compliance. 15 program to address the issues?
16 First, when were the items of non-compliance 16  A. That's correct.
17 actually know and determined and how did that 17 Q. Thenext and thelast question for re-direct
18 occur? 18 was with respect to the upgrade of the control
19 A.We doan environmental audit where we go 19 system that Mr. Hutchingsjust referred you
20 through and look at our compliance with 20 to, in B-16. And | wonder hereif we could go
21 legislation and some of these particular 21 to1c-58 please, and | could just refer you to
22 issueswere picked up inthe audit process 22 line 16 and 17. For therecord, Mr. Haynes,
23 wherewe go through and look at all of our 23 can you confirm that the Foxboro proposa
24 facilities and look at the environmental 24 actually was the lowest evaluated bid with
25 regulations and the approvals that we have in 25 respect to the supply of this system?

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

Page 245 - Page 248




October 7, 2004

Multi-PageNL Hydro's 2005 Capital Budget Application

Page 249 Page 250
1 MR. HAYNES: 1 that was used in this analysis?
2  A.Yes itwas 2 A.Thatis, morethan likely, that isalmost an
3 Q. So, it wasa lower cost effective solution 3 absolute.
4 with alower cost to the rate payers, is that 4 Q. Infact, if that had been used, thiswould
5 correct? 5 even look better for Snook’s Arm, isn’t that
6 A.That's correct, the lower--it will be the 6 correct?
7 lowest cost long term solution. 7 A Yes
8 Q. I'msorry, the last question actually iswith 8 Q. Thank you, those are the only questions | have
9 respect to Mr. Hutchings questions with 9 on re-direct.
10 respect to the alternative that was done for 10 CHAIRMAN:
11 Snook’s Arm and the levelized cost for that. 11 Q. Commissioner Powell, do you have any
12 The analysis that we provided today in 12 questions.
13 response to the undertaking number 8, you 13 COMMISSIONER POWELL:
14 mentioned, in going through that, that the 14 Q. No, | have no questions, thank you.
15 aternative we used was combustion gas 15 CHAIRMAN:
16 turbine, is that correct, combustion turbine? 16 Q. Commissioner Martin?
17 A. For the capacity, yes. 17 COMMISSIONER MARTIN, Q.C.:
18 Q. Yes, for the capacity. Mr. Hutchings pursued 18 Q. I'dliketo know what happens to the mussels,
19 with you that at the time we would replace, in 19 but -
20 2010 or 11, it looks like we will be replacing 20 A. Wecontract with Croshie's, | believe, to haul
21 for capacity and energy, isthat correct? 21 them away, | guess, he takesthem to Robin
22 A.That'scorrect. 22 Hood Bay.
23 Q. Theadternative to that would be used at that 23 CHAIRMAN:
24 time, isn't it correct, Mr. Haynes that that 24 Q.Oncethey go through the vacuum truck you
25 would be more expensive than the gas turbine 25 don’t want them. Well, that pretty well wraps
Page 251 Page 252
1 thingsfor thisevening. | guess the only 1 counsel to see what their availability isfor
2 thing we haveto finalize now would be in 2 next week in order to be able to continue the
3 termsof the, some commentsto the parties 3 hearing and in order to finishit off. And
4 with regard to where we might be headed from 4 I’d suggest we' d need one more day to ensure
5 here in terms of the time frame. Mr. Kennedy, 5 that you get it finished.
6 you've had some discussion with the parties, 6 CHAIRMAN:
7 can you indicate where we might be in terms of 7 Q.lsonemore day inredigtic terms, isthat
8 finishing tomorrow as opposed to extending 8 something that would include argument of the
9 over. 9 parties or -
10 MR. KENNEDY: 10 MR. KENNEDY:
11 Q. It'sdifficult to get some visibility onit. 11 Q. Typically, counsdl like to have another break
12 In light of--we have the VHF project to 12 after the evidence beforethey actually are
13 proceed through tomorrow whichis a specia 13 called upon to do submissions. | don’t know
14 panel for, | understand from counsel for Hydro 14 if the Panel is looking for written
15 that that will take half an hour to 40 minutes 15 submissions or that hasn’'t even broached yet
16 to go through their presentation. We've got 16 as agpecific topic or whether just ora
17 then alsothe I1S& T witnessesto answer 17 presentations from counsel iswhat’s required.
18 specific question relating to that part of it. 18 If it was written submissions, for instance,
19 And then, of coursg, it’s the chief financial 19 you would avoid the necessity of having to try
20 officer for Hydro to be called last. In light 20 to find another day on which all counsel are
21 of these speed at which we proceeded over the 21 available as well members of the Panel. That
22 last two days, | would suggest that it's 22 might be theway to addressthe submission
23 probably unlikely that we'll finish tomorrow 23 issue.
24 inrealistic terms. And therefore it may be
25 necessary to or a good idea to canvas the
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1 CHAIRMAN: 1 for the Mobile Radio Panel, we do have direct
2 Q. Okay. Do any of the parties have any comment 2 evidence which would takein the vicinity of
3 with regard towhat Mr. Kennedy has put 3 time that he has indicated with the remaining
4 forward in termsof how many days would be 4 witness, the 1S & T Panel and then Mr.
5 necessary? 5 Roberts, wedo not havevery long direct
6 GREENE, Q.C.: 6 evidence, nor no presentations for either one
7 Q. Wadl, from Hydro's perspective, the 2005 7 of those panels. So, from the time
8 Capital Budget Approva obvioudy is a 8 perspective, we will not be longwith the
9 priority. Apart from concluding the hearing, 9 other two areas.
10 we have argument and then we have the time it 10 CHAIRMAN:
11 takesfor theorder. Aswe haveindicated 11 Q. Mr. Hayes, do you concur, that from your
12 before and | believe Newfoundland Power has, 12 perspective another day would be sufficient to
13 it is helpful to the utilities to have 13 conclude the -
14 approval earlier inthe previousyear than 14 MR. HAYES:
15 historically and we' ve moved with that to try 15 Q. Il would think so, Mr. Chair. Newfoundland
16 to have the approvals early in order to make 16 Power is cross-examination of the remaining
17 some orders, we can speed up and get the work 17 projectswon’t contribute materially to the
18 done for the following year. So, our concern 18 length of the hearing. Tomorrow | should be
19 isbeing here--next week is the middle of 19 available and beyond tomorrow, my wife's
20 October, we are very concerned with respect to 20 maternity may remove me from the picture, but
21 a schedule. We obviously view it, from 21 | understand Mr. Alteen will be available next
22 Hydro's perspective, asapriority. Thisis 22 week and | think one day should do it.
23 later than we' ve been here last year, October. 23 CHAIRMAN:
24 And from our perspective, | can't, in terms of 24 Q. Very well, Mr. Hutchings, do you have anything
25 our time, | can indicate as Mr. Kennedy has, 25 to add to that?
Page 255 Page 256
1 HUTCHINGS, Q.C.: 1 an early decision on the budget for obvious
2 Q. Yes, Mr. Chair, | think as Mr. Kennedy 2 reasons. | think everybody appreciates that
3 indicated, we would be probably abit too 3 in terms of Hydro's scheme of things.
4 optimistic to think that we might be able to 4 Certainly from the Panel’s perspective, we
5 finish al of this tomorrow. Certainly 5 have problems with dates for various reasons,
6 another day, | think would be sufficient to 6 obligations of the Panel members, aswell as
7 concludeit. 1 would have no difficulty with 7 scheduling here at the Board office itself in
8 limiting the submissions to a written 8 terms of other hearings that are coming before
9 submission if that assists in the scheduling 9 the Board. We do perhaps have a couple of
10 or the expeditious conclusion of the matter. 10 dates in mind, but bearing in mind the
11 The difficulty that | do haveisthat | am not 11 comments of the parties here today and we'll
12 available next week at all and Mr. Coxworthy, 12 take that under advisement tonight and we'll
13 as the Board may know, is new to the process, 13 finalize perhaps afurther schedule tomorrow.
14 and | don’t think it would be redlistic for us 14 And with that we can adjourn now and reconvene
15 to expect that my involvement could be 15 tomorrow at 9:30.
16 dispensed with given how far we are along with 16 GREENE, Q.C.:
17 thisnow. And thefact that I'll be out of 17 Q. Excuse me, Mr. Chair, you had said earlier,
18 the picture next week, Mr. Coxworthy himself 18 the schedule for tomorrow, you hadn’t
19 isunavailable for theearly part of next 19 committed to thetiming for the schedule
20 week. So, we do see that another day would be 20 tomorrow. Areyou in aposition now? Will it
21 quite sufficient, but unfortunately we' re not 21 be 9:30 to 4:30 tomorrow or -
22 available to do that next week. 22 CHAIRMAN:
23 CHAIRMAN: 23 Q. Bearing in mind the comments of the parties,
24 Q.Okay. We'recertainly cognisant of Hydro's 24 that one more day would be sufficient to
25 position and the fact that they’ d like to get 25 conclude the hearing, was that based on a 4,
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CHAIRMAN:
4:30 session tomorrow?
HUTCHINGS, Q.C.:

Q. Even without going to 4:30 tomorrow, | think
another day will finishit. | think we can be
flexible about how |ate we go tomorrow.

CHAIRMAN:

Q. Okay, well, 1 think we'll tentatively, you

know, heard towards tomorrow with an idea of

concluding around 1:30, but we'll leave that
flexible and we'll see how people feel about
it tomorrow morning.
MR. ALTEEN:
Q. What' s the start up time, Mr. Chairman.
CHAIRMAN:
Q. 9:30.
MR. ALTEEN:
Q. Thank you.
Adjourned 4:42 p.m.
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CERTIFICATE
I, Judy MossLauzon, hereby certify that the
foregoingisatrueand correct transcript in the
matter of Newfoundland and Labrador Hydro’s 2005
Capital Budget Application, heard on the 7th day of
October, A.D., 2004 before the Board of
Commissioners of Public Utilities, Prince Charles
Building, St. John’s, Newfoundland and L abrador and
was transcribed by me to the best of my ability by
means of a sound apparatus.
Dated at St. John's, Newfoundland and L abrador
this 7th day of October, A.D., 2004
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