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1 (9:02am.) 1 4and 5T2,1 understood that with the new

2 CHAIRMAN: 2 substation--or that thisold chart included

3 Q. Good morning. Are there any preliminary 3 the new substation, and that the one filed

4 matters, Ms. Newman? 4 thismorning iswithout the new substation.

5 MS. NEWMAN: 5 Isthat correct?

6 Q. Yes, good morning, Chair and Commissioners. | 6 MR.MYLES:

7 believethere’'s acouple of documents that 7 Q.That's correct. The difference--well,

8 Newfoundland Power has filed this morning. 8 actually the problem with yesterday’s chart

9 They may wish to just want to explain the two 9 was that the Bayview actually was showing one
10 of them. 10 of the alternatives that was being considered
11 MR.MYLES: 11 and not--so under the category of existing, |
12 Q. Mr. Chair, yesterday, | advised the Board that 12 don’'t haveit in front of me. Maybe help if |
13 we would befiling arevision to that table on 13 dothat. Under the category of existing, it
14 the Corner Brook upgrade for the Walbourne 14 was showing 45 and that was premised on #5
15 station, and that’ s one of the revisions. And 15 kva transformer being installed there, which
16 the second oneis an undertaking was given 16 is not the option which is being considered.
17 yesterday with respect to depreciation rate 17 So the column was incorrect and so that’s what
18 for meters, and that’s marked U-1. 18 we've doneis changeit. So now what you see
19 CHAIRMAN: 19 is, as| understand it, thisistheway it is
20 Q. Thank you. 20 now without the changes, subject to the two
21 COMMISSIONER MARTIN, Q.C.: 21 notes that are there. So for example, Bayview
22 Q.| just have one question and I’'m not sure if 22 currently has 20. Walbourne' s hasthe two
23 you can answer it, Mr. Myles, now the panel is 23 transformers, one’ sa 20, one' sa 15. The one
24 gone. But inlooking at the load forecast, 24 that’ sin--the Walbourne' stransformer at 15
25 five-year forecast from yesterday, Walbourne's 25 isthe going that’sgoing to be transferred
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1 into Bayview and the new 25 goes into 1 Q. Just bear with mefor a minute. 111 percent

2 Walbourne's. 2 on that bottom line, I'd have to confer. |

3 So thisisthe current forecast without 3 don’t know the answer to that.

4 any of that happening, and that’ s why you can 4 COMMISSIONER MARTIN, Q.C.:

5 see, if you look at Bayview, going into the 5 Q. Allright.

6 future, for example, 2003 existing is a 20. 6 MR.MYLES:

7 If you look at 2004, the load is22.6. So 7 Q. Ifyou want,| can--the engineersare back

8 next year, Bayview will be over capacity, as 8 there, if you want to break for a minute, |

9 it would bein al the following years. 9 can go find the answer.
10 Similarly, if you go down to Wabourne' sfor 10 COMMISSIONER MARTIN, Q.C.:
11 T2, theexisting is 15, and you'll see that 11 Q. Okay.
12 for this year, it'sshowing 16.6. So that 12 CHAIRMAN:
13 transformer is now overloaded, and then from 13 Q. Perhapswe can just get the answer to that and
14 there on, that transformer is overloaded. So 14 provideit during the course. You can get it
15 what you're seeingis thisisthe existing 15 during the break and we can provideit a bit
16 |oad forecast based on what is there, and this 16 |ater.
17 iswhat demonstratesto you the need for the 17 MR. MYLES:
18 new transformer and how by doing what's 18 Q. That'sfine.
19 proposed, which is putting the new 25 in and 19 CHAIRMAN:
20 then shifting the 15, you can accommodate the 20 Q.| propose to, and this has already been
21 existing load. 21 discussed between counsel, to take a break at
22 COMMISSIONER MARTIN, Q.C.: 22 10:30 and then assess where we are with the
23 Q.What does111 percent mean on yesterday’s 23 witnesses and the panel in terms of what the
24 chart with the new capacity for Walbourne? 24 rest of the schedule might befor the day,
25 MR.MYLES: 25 whether we' d break at 12:30 and come back at
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1 CHAIRMAN: 1 customer service and information technology.

2 1:30 or whatever. So we'll assessthat, you 2 I'll be testifying on how information

3 know, at that particular point in time. So at 3 technology assists the Company to achieveits

4 this point, Mr. Myles, if you could just 4 business goals and obligation of providing

5 introduce the next panel. 5 reliable, low-cost electrical service.

6 MR.MYLES: 6 Q. Mr. Mulcahy, doyou adopt your pre-filed

7 Q. Thank you, Mr. Chairman, Commissioners. The 7 testimony?

8 panel who are up now, the first person closest 8 MR. MULCAHY:

9 to meis Michael Mulcahy and to Michael’ s left 9 A.Yes | do.
10 is Peter Collins and they will - 10 Q. Mr. Cadllins, can you please state your name,
11 CHAIRMAN: 11 position and what you are testifying on today?
12 Q. Good morning, gentlemen. 12 MR. COLLINS:
13 MR. MICHAEL MULCAHY, SWORN 13  A.Yes. My name isPeter Collins and| am
14 MR. PETER COLLINS, SWORN 14 manager of Information Services department at
15 Q. Thank you. 15 Newfoundland Power. | will be testifying on
16 MR.MYLES: 16 the proposed $3.948 million expenditure in
17 Q. Mr. Mulcahy, can you please state your name, 17 information systems in the 2004 Capital Budget
18 your position and what you are testifying on 18 Application. Aswell, | will be updating the
19 today? 19 Board regarding the open BMSissueand the
20 MR. MULCAHY: 20 life expectancy of our customer service
21 A. My name isMichael Mulcahy. I'm thevice- 21 systems.
22 president of Customer and Corporate Services 22 Q.And Mr. Callins, do you adopt your pre-filed
23 for Newfoundland Power and as such am 23 testimony?
24 responsible for anumber of areas within the 24 MR. COLLINS:
25 Company, such as human resources, safety, 25  A.Yes, | do.
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1 Q. Mr. Mulcahy, as part of the 2004 Capital 1 benefitted the Company?

2 Budget Application, the Company hasfiled an 2 (9:15am.)

3 updated Information Technology Strategy Report | 3 MR. MULCAHY:

4 for the years 2004 to 2008, and that can be 4 A.Themaindriversfor investment are customer

5 found in Volume 1. Has Newfoundland Power's | 5 service, operationa  efficiencies,

6 strategy for information technology investment 6 reliability, safety and environment. The main

7 changed since the first report was filed in 7 drivers for information technology investment

8 19997 8 are linked to these and support these drivers.

9 MR. MULCAHY: 9 Information technology is integral to the
10 A. Newfoundland Power’sinformation technology |10 Company’ s business and its ability to operate
11 strategy has basically remained the same since 11 efficiently. Technology is the key to the
12 the first report was submitted. Our 12 Company’s ability to answer approximately
13 investment in technology helps us to decrease 13 460,000 customer calls per year, process
14 costs while delivering on acommitment of 14 approximately 2.4 million meter readings, and
15 providing reliable service to customers. 15 issue approximately 2.4 million customer bills
16 Additional investmentsin technology will be 16 annually, and process the respective payments.
17 necessary to ensure we maintain the benefits 17 Through technology, like the outage
18 gained from past expenditures as well as 18 notification system, the Company can inform up
19 improve upon them. The focusfor the next 19 to 16,000 customers at once of outages. The
20 fiveyears will beon the enhancement and 20 Company has improved customer service by
21 upgrades of existing software and hardware. 21 providing our customers with the choice of how
22 Q. Mr. Mulcahy, could you please advisethe Board |22 they interact with the Company. For example,
23 what the Company hasidentified as the main 23 website activity has increased 45 percent
24 drivers for information technology investment 24 since 2002. This equatesto approximately
25 at Newfoundland Power and how it has 25 15,000 hits per month, with the majority in
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1 MR. MULCAHY: 1 providing least cost customer service,
2 the customer service area, and the Company has 2 reliability of service and gaining operational
3 received and responded to more than 5,000 3 efficiencies.
4 customer e-mailsto date this year. 4 Q. Mr. Mulcahy, what other factors affect
5 Also, technology gives us the opportunity 5 Newfoundland Power’sinformation technology
6 to create operational efficiencies that were 6 investment?
7 not available just afew short years ago. The 7 MR. MULCAHY:
8 Company has adopted aweb-based application 8 A.Just asit isnecessary to investin the
9 that allows employees to complete their 9 electrical system to maintain plant,
10 expense reports online, thus eliminating the 10 technology requires the same ongoing
11 dataentry function. Thisreduces costs as 11 investment to safeguard against the
12 well asimproves timeliness and reliability of 12 obsolescence of the technology and ensure that
13 data. From a reliability perspective, the 13 the benefits are sustained. Obsolescence can
14 system control centre monitorsand controls 14 occur for two reasons, technical and
15 the electrical grid through the sCADA system. 15 functional. Technical obsolescence occurs
16 This assists in providing quicker, more 16 when atechnology becomes outdated, unreliable
17 accurate crew response to outages. Asset 17 or isno longer supported by the vendor.
18 management tools enable the Company to more |18 Functional obsolescence occurs when a
19 effectively manage its substation and 19 technology can no longer support the business
20 generation assets, thereby reducing emergency 20 requirementsthat it is required to support.
21 interruptions and increasing reliability and 21 Ongoing capital investment is necessary to
22 reducing costs. 22 ensure that obsolescence does not impede
23 Thereadlity isthat technology investment 23 customer service, reliability or efficiencies.
24 is a required expenditure in today’s 24 Investment in information technology is
25 environment. Itisone essential element in 25 also driven by new business regquirements. For

Page 11 Page 12
1 example, as the internet becomes more readily 1 technology investment. Can you discuss these
2 available, customers expect Newfoundland Power | 2 principles for the Board?
3 to offer more services on theinternet. This 3 MR. MULCAHY:
4 investment provides customer choice as to how 4  A. Newfoundland Power has adopted a conservative
5 they interact with the Company and when they 5 approach to investment in information
6 interact with the Company. Our research 6 technology. The following principles were
7 indicates that approximately 40 percent of the 7 adopted to guide technology investments and to
8 customers have internet access at home. 8 ensure that investments are in the best
9 Newfoundland Power responds to these 9 interest of the customer and the Company. The
10 expectations in order to service customers as 10 principles are: purchase from leading vendors;
11 best it can. For example, electronic billing 11 buy versusbuild where itis appropriate;
12 or e-billing, asit is known, is becoming more 12 minimize diversity; consider the cost of a
13 prevalent. Newfoundland Power implemented |13 product over its lifetime.
14 electronic billing earlier this year. Since 14 Purchasing from leading vendors
15 then, over 500 customers have signed up for 15 minimizing premature obsolescence and
16 the e-billing option without the Company 16 maximizes support availability. Leading
17 announcing its availability. Customers 17 vendors such as Cisco Systems and Microsoft
18 visiting our website saw its availability and 18 provide support for their products for avery
19 signed up for theservice. The e-billing 19 long time, due to significant size of their
20 processis completely automated, saving the 20 customer base. Where it makes economic sense,
21 cost of printing and mailing the bill. 21 we prefer to buy an existing technology rather
22 .1f | could refer youto Appendix C of the 22 than build one. For example, Newfoundland
23 Information Technology Strategy Report, Mr. 23 Power purchased the Great Plains Software to
24 Mulcahy, Appendix C tothat report explains 24 support its financial, human resources and
25 principles that guide your information 25 material management functions. This approach
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1 MR.MULCAHY: 1 This philosophy underpins our focus on
2 is generally less expensive and faster to 2 application enhancements and upgrades. From
3 implement than building an in-house 3 cascading Pcs and servers to enhancing the css
4 application. 4 system, the Company ensures that investments
5 Minimizing diversity isalso important 5 are maximized.
6 for controlling costs. Minimizing the 6 Q. And what is thefocus that you see for
7 diversity of installed technologies allows the 7 information systems over the next couple of
8 Company to keep a streamlined spare parts 8 yearsand how will this affect the Capital
9 inventory, aswell as minimize retraining 9 Budget?
10 reguirements of staff. 10 MR. MULCAHY:
11 Considering the cost of an asset over its 11 A. The previous capital budgets were focused on
12 lifespan isalso important for minimizing 12 obsolescence issues and resulted in the
13 costs. Costsrelated to theimplementation, 13 purchase of several new applications. Once
14 support, ongoing maintenance and licensing 14 installed, these applications have presented
15 fees are al factors that are considered 15 opportunities for further improvements in
16 before technology is purchased. 16 customer service and productivity. Over the
17 Q. Mr. Mulcahy, what is the Company’s overall 17 next severa years, theinformation systems
18 philosophy for information technology 18 budget will be focused on enhancing the use of
19 investment? 19 these applications in order to improve
20 MR. MULCAHY: 20 customer service, reliability and operating
21 A.Theoverall philosophy for the information 21 efficiencies. Basically, we will be focused
22 technology investment mirrors the investment 22 on getting more out of what we have. Because
23 philosophy of the Company. Newfoundland Power 23 of thisfocus, the information systems budget
24 isfocused on extending asset life of its 24 istrending low over the next several years.
25 investments and this practice reduces costs. 25 Q. Thankyou. Mr. Coallins, could you please
Page 15 Page 16
1 briefly describe the projects for 2004 in the 1 have already been obtained through investment
2 information systems category in the Capita 2 in technology through such things as software
3 Budget? 3 upgrades. The customer systems replacement
4 MR. COLLINS: 4 project will allow usto not only improve
5 A.I'll ask Mrs. Combdento bring up the Volume 5 customer service, but also alow the Company
6 1, Schedule B, page 8 of 80, for me, please. 6 to reduce its reliance on the open BMS
7 The application enhancement project--there are 7 operating system, which I’ll discuss later.
8 six projects for information systems for 2004 8 The network infrastructure project is the
9 proposed. The application enhancement project 9 second year of atwo-year project to replace
10 isrequired to obtain further improvements 10 obsolete network components across the
11 from existing applications, such as the 11 Company. ThePC infrastructure project is
12 customer service system, the internet website 12 required to allow the Company to keep its PCs
13 and the asset management system. This project 13 and associated technology from becoming
14 reflects the Company’ s commitment to invest in 14 obsolete. 1n 2004, we will be replacing 109
15 its existing technology assets to achieve 15 of the Company’s 606 PCcs. The shared server
16 improvementsin customer service, operating 16 infrastructure project providesthe Company
17 efficienciesand reliability, whileat the 17 with the ability to keep its computer hardware
18 same time extending their useful life. For 18 from becoming obsolete, including the hardware
19 example, the operations engineering 19 for the scADA system and the customer service
20 enhancements are required to provide better 20 system.
21 access and quality data to assist operations 21 These projects are collectively focused
22 and engineering staff to manage the work in 22 on improving customer service, overal
23 thefield. 23 operating efficiencies and reliability by
24 The application environment project is 24 maximizing the value of the investment already
25 necessary in order to sustain the gainsthat 25 made in information technology.
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1 MR. MYLES: 1 upgrading and replacing applications, we have

2 Q. Mr. Callins, back in 2001 and again in 2002, 2 successfully replaced many of the business

3 the Company informed the Board of its concerns 3 applications that were running on open BMS.

4 regarding the obsolescence of the open BMS 4 For example, in 2001, the Board approved the

5 operating system and the Company’s plan for 5 business support systems project which

6 dealing with this significant risk to customer 6 resulted in the replacement of the finance,

7 service. Can you briefly describe thisissue 7 human resources, payroll, purchasing and

8 for the Board? 8 inventory applications. In our 2003 Capital

9 MR.COLLINS: 9 Budget, weincluded the outage management
10 A.In 2000, we became aware that industry support 10 project, which will replace the Company’s
11 for open BMSwasin decline. At thetime, 11 problem call logging and interruption systems.
12 many of the Company’s business applications, 12 So we have been able to reducethe risks
13 including the financial, human resources, 13 associated with running business applications
14 payroll, inventory, problem call logging and 14 on open BMS through our normal process of
15 customer service system, al used open BMS. 15 upgrading and replacing applications to
16 Wefelt it was necessary to inform the Board 16 address customer service requirements needed
17 of theissue and begintaking appropriate 17 to achieve or maintain operating efficiency
18 actions since these systems were a vital 18 gains.
19 component of the Company’s ability to provide 19 In 2003, we aso completed a detailed
20 least cost reliable service to customers. 20 study of the options available to address the
21 Q. And can you please update the Board as to the 21 open BMSissue inrelation to the Company’s
22 stepsthat have been taken to mitigate this 22 most complex application, the customer service
23 risk? 23 system. Theresults of this study have been
24 MR. COLLINS: 24 filed with the Board and can befound in
25 A.Since 2001, through our normal course of 25 Volume 4, Appendix 3.
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1 Q. Mr. Collins, can you please describe this 1 can continueto get value from the customer

2 study to the Board and summarize the results? 2 service system until at least 2008, thereby

3 MR.COLLINS: 3 extending the life of this critical system.

4  A. Thisstudy considered two issues. In addition 4 This means we do not haveto entertain the

5 to theopen BMS issue, wealso took the 5 more expensive options of platform migration

6 opportunity to examine the functionality of 6 or the purchase of a new system at thistime.

7 the customer service system interms of how 7 Although issues associated with running

8 well itis fulfilling the customer needs, 8 business applications on open BMS remain, the

9 service needs of the Company. The functional 9 short community and term risks have
10 review confirmed that css will meet our 10 diminished. Together with the stepswe have
11 customer service needs for the foreseeable 11 aready taken to reduce our own risk exposure
12 future. In our technical review, we 12 to open BMS, this has resulted in the Company
13 investigated three options which included an 13 being able to extend the life of the customer
14 economic analysis. Number one, first option 14 service system and defer the cost of replacing
15 was continue to invest in the customer service 15 this system for several years.
16 system on open BMS through enhancements. 16 Q. Mr. Cadllins, given that there are till risks
17 Secondly, welooked at migrating the 17 remaining by running the customer service
18 customer service system to another platform, 18 system on open BMS, why do you believe that
19 away from open BMS, at a cost of approximately 19 the risks are now manageable?
20 $6 million. And number three was to purchase 20 MR. COLLINS:
21 acompletely new customer system for as much 21  A.Thereare severa thingsthat changed over the
22 as $15 million. The highlight of our findings 22 past number of months. When Hewlett Packard
23 isthat thefirst option, that being to keep 23 purchased Compaq last year, Compag was the
24 what we have on open BMS and continue to 24 vendor for open BMS at the time, alot of
25 enhance it, was the best option. We feel we 25 uncertainty about the future of open BMsS
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1 MR. COLLINS: 1 MR. COLLINS:
2 existed. However, since that time, HP has 2 A.Wadl, thisis great newsfor customers, since
3 renewed its commitment, Hewlett Packard has 3 the Company and its customers will continue to
4 renewed its commitment to open BMsand has 4 get value out of thiscritical system for the
5 provided us with aroad map for their future 5 next several years, postponing for the
6 investment in open BMS. Also, because of 6 foreseeable future the high cost of migrating
7 Hewlett Packard' s stated commitment, our two 7 or replacing the customer service system.
8 other primary customer service system software 8 Q. Thank you. Mr.Mulcahy, do you have any
9 vendors, that being Oracle and Cognos, have 9 closing comments?
10 provided us with written confirmation that 10 MR. MULCAHY:
11 they will continue to support their respective 11  A.Yes. In closing, we believethe projects
12 software productson open BMS. With the 12 before the Board as part of this Capital
13 commitment of thesethree vendors, we felt 13 Budget will enable the Company to achieve its
14 that the risks for the customer service system 14 goal and obligationto providing low cost,
15 has diminished and isnow at a manageable 15 reliable electrical serviceto the customers
16 level. As well, going forward, justified 16 of Newfoundland Power.
17 enhancementsto the customer service system 17 Q. Thank you, Mr. Mulcahy and Mr. Collins. Mr.
18 that limit the Company’ s exposure to open BMS 18 Chair, | have no further questions for this
19 will be considered. The customer assistance 19 panel.
20 replacement project, on page 72 of 80, in 20 CHAIRMAN:
21 Schedule B, and further described in Volume 4, 21 Q. Thank you, Mr. Myles. Mr. Young?
22 Appendix 3, are examples of this approach to 22 MR. YOUNG:
23 managing risk. 23 Q.| havenone. Thanks.
24 Q. Mr. Collins, can you advise the Board what all 24 CHAIRMAN:
25 this means to customers? 25 Q. Mr. Kennedy?
Page 23 Page 24
1 MR. KENNEDY: 1 because of issues involving open BMS?
2 Q. Thank you, Chair, Commissioners. Mr. Mulcahy 2 MR. COLLINS:
3 and Mr. Collins, | wonder if we could start 3 A.That'scorrect.
4 with the customer service system and the 4 Q.Okay. Theremaining portion of the volume
5 issues surrounding the open BMs. And just to 5 dealswith the actual budget that you are
6 set the groundwork, | guess, your customer 6 seeking approval for?
7 service system itself performs severa 7 MR. COLLINS:
8 functions and | think you've provided a 8 A.That'scorrect.
9 document in Volume 4, Tab Information Systems, 9 Q. Right, okay. And there's a document, Appendix
10 Appendix A, Attachment A. Unfortunately, 10 Cactudly in thetab | referenced earlier,
1 that’s not going to get you very far because 1 the Appendix 3, Attachment A. Then there's
12 there’san awful lot of documentsin that 12 one called Appendix C. It's after the second
13 Attachment and it's kind of buriedinto a 13 blue page, that might help the Commissioners.
14 third of it. | noteactually that of this 14 (9:30am.)
15 binder, the vast majority of it deals with the 15 MR. COLLINS:
16 open BMS issue. Would that be a fair 16 A. Appendix C?
17 assessment? 17 Q. There'stwo blue page insertsand it’s the
18 MR. MULCAHY: 18 document immediately after the second blue
19 A Yes, it would. 19 page. | think you might have an exceedingly
20 MR. COLLINS: 20 difficult time trying to find that in
21 A. Well, and the customer service system issue. 21 electronic version, if it's not
22 Q. Sure, okay, and if | could paraphrase, 22 compartmentalized. Maybe that’sit there.
23 ultimately the Company decided that there was 23 Yes, that's it. Okay, great. Sol just
24 no need toworry inthe short medium term 24 wanted to make surethat we'reall aware of
25 about replacing the customer service system 25 exactly what the customer service system does,
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1 MR. COLLINS: 1 right across the idand and we have a
2 and this document is titled the function 2 collection process that collectsall those
3 description. So | take it by that that these 3 meter readings and getsit imported into Css
4 arethe major, asis indicated, the major 4 for billing that night.
5 functional aspects of the customer service 5 Q. Right. Andyour cssactually uploads then the
6 system, correct? 6 next set of meter reading that that meter
7 MR. COLLINS: 7 reader will be doing the next day, correct?
8 A.That'scorrect. 8 MR. COLLINS:
9 Q. Allright. Andthey are service orders, so 9 A. That'scorrect.
10 that’s some sort of routing to your call 10 Q. Andthen you've got pre-billing and billing
11 centre and back out again? Isthat right? 11 and pending work gueues, cash processing,
12 MR. COLLINS: 12 credit and collections and accounts
13 A. Wdl, it'swhen we take calls from customers, 13 receivable. Soisit fairtosay that the
14 whether like a new service hook up and that 14 customer service system is really your billing
15 sort of thing, so that we can then route calls 15 system?
16 to technicians for that work. 16 MR. COLLINS:
17 Q. Okay. Youvegotgeneral data maintenance, 17 A.Billingiscertainly apart of what it does,
18 meter reading. So as| understood it, your 18 that’ s for sure.
19 individual meter readers are hooked in to your 19 Q. Okay. And this customer service system was
20 customer service system as well? 20 put in placein 1990, | believe?
21 MR. COLLINS: 21 MR. COLLINS:
22 A. They have a hand-held device that they use to 22 A.’911 think isthe year, Mr. Kennedy.
23 read meters and when they come back towork in {23 Q. Okay. And at thetime it was introduced, it
24 the afternoon, after reading the meters, it 24 had a projected expected life or useful life
25 goesinto acradle and we have--that happens 25 of 20 years?
Page 27 Page 28
1 MR. COLLINS: 1 A.Yes, that'scorrect, and aso, Mr. Kennedy, |
2 A.Yes, that's correct. 2 guess, some of the stepsthat we've already
3 Q. Soatthetimeit wasbroughtin,in’91, the 3 taken to minimizerisk of other applications
4 Company was indicating that the expected life 4 that run on open BMS aswell, having those
5 was that this customer service system would be 5 taken care of and with the customer service
6 useable up to at least 2011? 6 system largely the one that’ s remaining there
7 MR. COLLINS: 7 right now, yes, we certainly felt our risks
8 A.That'scorrect. 8 were at a manageable level.
9 Q. And then as a result of some concerns 9 Q. Okay. And under that Attachment A, your first
10 regarding the possible erosionin open BMS, 10 document is the sort of--it's entitled the
11 whichis what your customer service system 11 replacement analysis, July 16th, 2003, and it,
12 runs on, you decided to study the issue to see 12 | take it, from my review, triesto tiein
13 whether you should consider replacing it 13 together and make sense of, if you will, all
14 earlier than was otherwise projected? 14 of the various documentsthat come after it,
15 MR. COLLINS: 15 the various opinions and information circulars
16 A. That’scorrect. 16 issued by your software providers, the
17 Q. And after going out and canvassing the 17 provider of open BMS-
18 situation, most current dataindicates that 18 MR. COLLINS:
19 the concerns have dissipated, that you look 19 A.l lost your reference. I'm sorry, Mr.
20 like you'll have support both from the 20 Kennedy.
21 provider of open BMS, but as well as the 21 Q.Okay. Under Volume 4, the Information
22 companies that make your software tools that 22 Systems, Appendix 3.
23 you need to write code on open BMSto at least 23 MR. COLLINS:
24 2009 or 20117 24 A Yes.
25 MR. COLLINS: 25 Q. Attachment A, the very first document.
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1 MR. COLLINS: 1 frameis when they’re going to havea big
2 A Attachment A, okay. Yes, okay. 2 decision point for themselves. Whileright
3 Q. Okay. Sothis is, if | could, your sort of 3 now they’ re saying that they’re committed to
4 your master document that brings together all 4 open BMS, in 2006, they’re changing out a
5 the information that’s contained in al the 5 major hardware platform that open BMSruns on
6 subsequent documents? 6 and they’ re changing that from--not to get too
7 MR. COLLINS: 7 technical, but they’re going froman Alpha
8 A.Right. Just summarizethat threeor four 8 platformto an Itanium platform, and that’s
9 inches down to something that we can digest. 9 going to involvea lot of costsfor them.
10 Q. About ahalf aninch, yes. And God love you, 10 They’'ve actually started that work right now.
11 you put an executive summary in so we don’t 11 Soin 2006, we felt that that’s a milestone
12 even have toread thefull amount of that 12 for HPfor usto check in with them to seeif
13 document, | suppose, to get asense of what 13 they're till on track, see if their
14 your conclusions are. If, as isindicated, 14 commitment is still there, and certainly, if
15 that your support seems to be fine, HP is 15 that’ s still there, we would hope that it's
16 committed to support open BMS, for instance, 16 il there, and we can continueto get life
17 until 2011, Oracle saysits going to support 17 out of that customer service system.
18 until at least 2009, why isit that you're 18 Q. Okay. Sointhebusiness, that’s known asthe
19 going to go back and revisit this issue again 19 road map, correct, the technology road map
20 in 2006, as isindicated inthe executive 20 that a company is following for the
21 summary? 21 development of its own technology?
22 MR. COLLINS: 22 MR. COLLINS:
23 A.Okay. Inour discussions with HP and with HP 23 A.Yes, that's correct.
24 being the vendor for open BMS, they’'ve 24  Q.Okay. And theroad map right now callsfor
25 indicated to us that around the 2006 time 25 this shift to a new architecture, the Itanium
Page 31 Page 32
1 architecture? 1 Q. There's a discussion on page 3 of that
2 MR.COLLINS: 2 document, in the executive summary, the one
3 A.Yes, that'scorrect. 3 that we just referenced, the analysis, about
4 Q. And so you want to check in, in 2006, to make 4 what are the options? Do you see where | am?
5 surethat’s all going according to plan? 5 Midway through page 3?
6 MR. COLLINS: 6 MR. COLLINS:
7 A Yes 7 A Yes
8 Q. Allright. Sothat there'sno surprises and 8 Q. Andifl could paraphrase, there were three
9 you get caught short on open BMS? 9 options that the Company looked at. Onewas
10 MR. COLLINS: 10 to replace--potential replacement of the
11 A. Yes, because the problem with getting caught 11 existing customer service system with an
12 short is that where this system is so complex 12 entirely new customer service software
13 and so vital to providing acustomer service 13 application, correct?
14 function for us, the amount of lead time that 14 MR. COLLINS:
15 you would need once--you know, if thereisa 15 A. That'scorrect, yes.
16 problemin 2006, you'relooking at two to 16 Q. The second option was the potential of
17 three years to actually replace a system like 17 migrating your existing customer service
18 this. So as much lead time as we can get, as 18 system to a new operating system, one other
19 much warning we can get iscertainly very 19 than open BMS, correct?
20 prudent if we have to replace something. 20 MR. COLLINS:
21 Q. Youdon't want to give your CFO a heart attack 21 A.Yes, that's correct.
22 by explaining that your billing system is 22 Q. And thethird option was to run the customer
23 obsol ete tomorrow? 23 service system as it exists today on the open
24 MR. COLLINS: 24 BMS, asit exists today, and then monitor the
25  A. No, absolutely not. 25 situation again in the future, in 2006, that
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1 MR. MYLES: 1 And then it says, "A key benefit is that many
2 was the third option considered? 2 of the outstanding functional enhancements for
3 MR.COLLINS: 3 the existing system would be delivered as
4 A That'sright. 4 features of the package." Is it fair to say
5 Q.And aswe noted, that was the--the third 5 that and there' sfurther referencesto the
6 option is the one the Company has selected at 6 option of replacing your existing customer
7 this point in time? 7 service system with an entirely new package,
8 MR. COLLINS: 8 the Medigroup (phonetic) studied that one for
9 A Yes 9 you aswell?
10 Q. Allright. Now, | noted at page 46 of this 10 MR. COLLINS:
11 same document--do you have page 46 there? 11 A Yes
12 MR. COLLINS: 12 Q. Thatinall likelihood, if the Company wasto
13 A.Yes, I'mjust looking for my pen. Okay. 13 select that option in the future, it would be
14 Q. Okay, inthe second paragraph of that page, 14 a packagethat would include many of the
15 it's adiscussion concerning the option of if 15 existing functions of your customer service
16 apackage were purchased and | think that's 16 system, and as well, some of the planned for
17 referring to if an entirely new customer 17 enhancements of your customer system?
18 service system application was purchased to 18 MR. COLLINS:
19 replace your existing one, if option number 19  A.Yes, that would befair to say.
20 one was selected at some point in the future? 20 Q.Okay. And isitfair tosay that you take
21 MR. COLLINS: 21 that into account by indicating that in light
22  A.Yes. 22 of that possibility, any enhancements that you
23 Q.Okay. And it discussesthat it would bein 23 make to your existing customer service system
24 excessof ten million dollarsand that the 24 now, must have a short payback period?
25 project duration would be 18 to 24 months. 25 MR. COLLINS:
Page 35 Page 36
1 A Yes wetake that into account. Certainly, 1 justified within a short payback period,
2 you know, it was--our expectation at this 2 considering the potentia for a css
3 point in time that the customer service system 3 replacement as early as 2008, assuming that
4 will be lasting into the 2000--well certainly 4 your 2006 study recommends replacement and the
5 beyond our planning horizon of 2008, but we 5 project beginsimmediately." Okay, let’s just
6 think certainly into 2011, we would be looking 6 takethose statementsoneat atime, if we
7 for payback within those years, certainly. 7 could. The first one, "Since a complete
8 (9:45p.m.) 8 replacement of the cssis not planned within
9 Q. Right, so if we do--so when you say and | 9 the next one to five years, some components of
10 guessjust to make sure, the bottom of page 10 the system will require significant upgrade or
11 52, you've got those Newfoundland Power icons |11 replacement within that time period.” And |
12 on the bottom of your page that are slowing it 12 guessit might be just the awkwardness of the
13 up. Section 2.5 "Functional Enhancement 13 statement, but | fail to seewhy if the
14 Strategy, 1to 5 Years'. Andit starts, "The 14 complete replacement is not planned within the
15 following is the functiona enhancement 15 one to five years, that that will then end up
16 strategy in light of continuing to maintain 16 requiring that some components of the system
17 csson the open BMS platform.”  Then you go, 17 need a significant upgrade or replacement?
18 "Since the compl ete replacement of the Cssis 18 How does one follow the other, | guess? How
19 not planned within the next 1 to 5 years, some 19 does the fact that if you don’t plantodoa
20 components of the system will require 20 replacement in the next oneto five years,
21 significant upgrade or replacement within that 21 then require you to do significant upgrades or
22 time period. In addition, during this period 22 replacement during that period of time on some
23 the Company may pursue new programs and |23 components?
24 technologies to advance customer service and 24 MR.COLLINS:
25 reduce ongoing costs. Such upgrades must be 25  A.Wéll certainly the fact that we're not
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1 MR. COLLINS: 1 termed that although you’ re not--since you're
2 replacing the big monster customer service 2 not replacing it, if you do make any changes,
3 system within oneto five years, as we say 3 it's got to be an enhancements of the existing
4 there, doesn’t necessarily mean that we just 4 system?
5 stand till and not do any enhancements or any 5 MR. COLLINS:
6 replacement of components within that system. 6 A.That'scorrect.
7 For example, inour 2004 application, we're 7 Q. Soit'snot acase of one causing the other?
8 proposing to replace the print bill function. 8 MR. COLLINS:
9 And the print bill function is severd 9 A.No,that's correct. Those requirements for
10 thousand linesof programming codein the 10 enhancement were always there.
11 customer service system, acore system, and 11 Q. Right, and that would be the case irrespective
12 whilewe are ableto get the bills out and 12 of whether you were replacing the system or
13 that sort of thing with that, we have very 13 not, in the sense that if you’ re not replacing
14 little ability to be able to change the format 14 the system until 2010, then you know what the
15 of the bill. The most we can do really isto 15 payback period is, that’ s the next step we'll
16 change some message text on the bottom, so we 16 get to.
17 have very limited functionality and we find, 17 MR. COLLINS:
18 you know, certainly we' ve heard feedback from 18  A. Well certainly, and, you know, a big component
19 the Board that customers are asking about our 19 of why we would modify the customer service
20 bill format and they find it confusing. 20 systemisalso torespondto what customers
21 Q. Okay, | guessit may be one of semantics, but 21 are asking, justified on the basis of improved
22 | just want to make sure | understand. It’s 22 customer serviceis certainly abig component
23 not the casethen that since you're not 23 of anything we do with the customer service
24 replacing it, that’swhat’s requiring you to 24 system.
25 make the enhancements, so it would be better 25 Q. If youwerereplacing the systeminayear's
Page 39 Page 40
1 time, if you knew that today, it would change 1 we want to do for prudence, just to be prudent
2 the water on the beansin so far asdeciding 2 about it.
3 to do enhancements to your existing system or 3 Q. Yes youcanonly go by the best information
4 not? 4 you have at any given moment.
5 MR. COLLINS: 5 MR. COLLINS:
6 A.Yes, absolutely. 6 A. Certainly.
7 Q. Andit'sa possibility that you may haveto 7 Q. Sure. And soin thelast sentence there that
8 switch this out in 20087 8 inthe event that you do do such upgrades,
9 MR.COLLINS: 9 they must be justified within a short payback
10 A.WEe're not planning for that right now. 10 period, considering the potential for acss
11 Q. No, butin 2006, you're goingto view again 11 replacement as early as 2008. So when you
12 and there' s apotential, as we just referenced 12 look to doing enhancements, possible
13 in the previous quote, that a replacement 13 enhancements to the existing customer service
14 could come as early as 2008? 14 system, isthat thetime frame we're dealing
15 MR. COLLINS: 15 with then, that they would have to show a
16 A.That'sonly a potential. Frankly, withthe 16 payback between when you do the work, if you
17 way technology changes, | mean, | could get a 17 doitin 2004 and 2008, that it has afour-
18 phone call next year from avendor that says 18 year payback period?
19 things have changed and we may be looking at 19 MR. COLLINS:
20 replacing it sooner, but, you know, from all 20 A.l guessyou're speaking of apurely financial
21 of our information right now, what we can 21 analysis, is that what you' re speaking -
22 gather from these software vendors, these 22 Q. Wdl I’'mjust using, | guess that was the next
23 technology vendors, we're going to be okay 23 question isjustified within ashort payback
24 until certainly beyond the 2008 time frame. 24 period, | guess what was it meant by the
25 And the 2006 check inisreally just something 25 Company when it said "justified by a short
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1 MR. MYLES: 1 haveto buy anew package, five, six, seven
2 payback period"? | took that to mean that 2 years out, you don't have to put those
3 there would be an economic analysis conducted 3 components that you know are salvageable, so
4 to ensure that the enhancement being proposed 4 hopefully in that time frame, 2008, 2010, the
5 would have a payback period or payback shown 5 cost of anew package will be less as aresult
6 inthe period alotted to it, which in this 6 because we wouldn’t have to buy as much.
7 casewould be afour-year period, 2004 to 7 Q. Okay, soit would befair to say that where
8 2008. 8 the enhancement is of a naturethat would
9 MR.COLLINS: 9 permit an economic analysisto be conducted
10 A.l mean, | think certainly a financial 10 upon, for instance, an operational efficiency
11 analysis, | mean, we haven’t done a cost 11 that’s going to be achieved, that that
12 benefit analysis from a purely financial 12 analysis should take into account that your
13 perspective on each of these individual 13 payback period ends by 2008, potentially?
14 enhancements. Some of these we're responding 14 MR. MULCAHY:
15 towhat we havein the budget is really to 15  A. |l think if the proposal is solely based on an
16 improve respond to customer requirements for 16 economic analysis, yes, that would be afair
17 improvements, and certainly keeping in mind 17 statement. But | think as Mr. Collins
18 that there may be an end of life, 2008, 2010, 18 referenced earlier, there are anumber of
19 2011, some of the enhancementsthat we havein |19 other factors that go into determining whether
20 our budget for 2004 involve moving some 20 or not an enhancement or an upgrade will take
21 components of what’sin css, off of open BMS, 21 place.
22 so that if the time ever comes that we have to 22 Q. Sure and perhaps, Mr. Mulcahy, it might be of
23 replace the css and hopefully it doesn’t, but 23 assistance thenif we just scroll down a
24 if the time ever comes, those pieces that we 24 little bit onto page--that same page, 53, and
25 have moved off are salvageable because if you 25 you've got"As anaid to determineif an
Page 43 Page 44
1 enhancement to a specific area of the cssis 1 Q. Okay. Solet’'sjust turn now to Appendix 3in
2 required, one or more of the following 2 your book, "Information Systems'. And thisis
3 characteristics should be present." And just 3 the project that you were referring to
4 go through them, "A particular css component 4 earlier, Mr. Callins, | believe, the proposal
5 iscausing significant problemsor errors, 5 to change your customer hill design format and
6 such as incorrect information or billings. 6 printing?
7 Number two, "The problem affects the general 7 MR. COLLINS:
8 population of customersasa whole'. Number 8 A.Actually a$226,000.00 project that it refers
9 three, "Significant manual intervention is 9 to three pieces, one of which is the customer
10 required to administer the program correctly 10 bill design format and printing.
11 or keep it on track." Number four, "The CsS 11 Q. Right, and | think PUB-99 gave us a breakdown
12 component is limited in its ability to respond 12 of what each of those were. And PUB-99 shows
13 to specific requestson a timely basis." 13 that the breakdown for these three projects
14 Number five, "The css component does not meet |14 are 118,000 for changing the customer hill
15 the Company’s business objectives." And 15 design; 68,000 for the customized cssletters;
16 number six, "Expected benefits outweigh costs, 16 and then the third one, $40,000.00 for some
17 assuming arelatively short payback period.” 17 reporting tools that you want to add to your
18 So the last onethere, | guess, is arepeat of 18 csssystem. Okay, so just if we could go back
19 thefirst one. So we've got five indications 19 to the Appendix 3, please. The description of
20 or, | guess the Company calls them 20 this project says, "That the project consists
21 characteristics, one or more of which should 21 of several enhancements to the customer
22 be present when you' re deciding whether to do 22 service system that reduced the dependence on
23 a css enhancement, isthat correct? 23 the open BMS operating system. Through this
24 MR. MULCAHY: 24 project, computer programs will be retired
25  A.Yes. 25 from the open BMS system in keeping with the
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1 MR. MYLES: 1 MR. COLLINS:
2 findings of the customer service system 2 A.Aslindicated earlier, we're certainly going
3 replacement analysis." So just on the second 3 to do acheck in, in 2006, to make sure that
4 point, isthe justification for this project 4 what we've been hearing as late as May, June
5 twofold then, one to respond to what 5 of this year, is dtill holding true. And
6 Newfoundland Power sees as a customer-driven 6 industry analysts, like Gartner, say that open
7 request; and then two, that it also is 7 BMSis dtill risky. We feel, we've taken care
8 justified in the fact that you’ re developing 8 of our short to medium term risksas far as
9 an aspect of your customer service system that 9 our customer service is concerned, our ability
10 operates on a new operating system, not open 10 to be ableto serve customers, but that
11 BMS and that therefore, that lowers your 11 doesn’t mean that we should just stand still
12 dependence on the open BMS operating system? 12 and not do anything to make sure that some of
13 MR. COLLINS: 13 those long-term risks are taken care of. So
14 A.Yes, that's correct. 14 that being reducing the reliance of open BMS
15 Q. Solet’sjust go after--talk about the second 15 through projects that we're putting forth as
16 one first. The justification that you're 16 part of that $226,000.00.
17 lowering your dependenceon the open BMS 17 Q. So how do you reconcile your decision here or
18 operating system. Asfar aswe're aware, the 18 your proposal with the fact that one of your
19 open BMS system, aswe indicated, is good to 19 optionsthat are still a possibility would be
20 2009 or 2011, correct? 20 to replace your entire existing customer
21 MR. COLLINS: 21 service system with an entirely new package,
22 A Sofar, yes. 22 that aswe’ve indicated may include customer
23 Q.Okay, so if that's the case, why would 23 bill design format and printing? Let me sort
24 Newfoundland Power be now trying to lower its |24 of break that down. The purchase of anew
25 dependent on the open BMS system? 25 replacement customer service system,
Page 47 Page 48
1 potentially that new customer service system 1 you'll ever want to do, and more, with a
2 would include customer bill design format and 2 customer service system, but you can buy
3 printing capabilities? 3 modules, you don't have to buy the whole
4 MR. COLLINS: 4 pieces. If we get certainly approval to do
5 A.Yes, absolutely. 5 this project, this customer bill design format
6 Q. Andsoif Newfoundland Power were to pursue 6 and print, that’sa module come 2008 or
7 that option, 2006 you put your head back up 7 whenever that, you know, if that ever hits us
8 out of the fox hole and you determine it 8 that we have to replaceit, that’s a module we
9 doesn’t look good for open BMSagain, so you 9 don't haveto buy. So you cantake the
10 make a decision, Board approved to proceed 10 benefits that we're getting from this
11 with the replacement of the customer service 11 particular project and bring it forward, no
12 system by 2008 with an entirely new customer 12 matter if we buy a package or not.
13 service package, that that includes customer 13 Q. Okay, and this new module that you're
14 bill design format and printing, that’s what 14 proposing, what will that be built on, what
15 they do. Now you've got an obsolete module 15 operating system will that work on?
16 that you've built for $226,000.00 in 2004, 16 MR. COLLINS:
17 correct? That'sarisk? 17 A . Wadll it'sactudly, it'sthe same system that
18 (10:00 am.) 18 our e-billsuse today, actually because what
19 MR. COLLINS: 19 happened--what’ s happening is printers, the
20 A.No, that's not correct at all, actualy, 20 printers that we useto print our billsare
21 because what we would plan to do, certainly 21 very intelligent printers. They areableto
22 what Mr. Kennedy is saying istruein that new 22 determine when a customer bill--just before a
23 customer service system packages that are out 23 customer hill printsif that bill is going to
24 there onthe market for the ten, fifteen 24 be sent to the printer to go in aninsert or
25 million dollar range have everything that 25 to be mailed or, of if it's going to be sent

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

Page 45 - Page 48

NL Light & Power 2004 Capital Budget




September 12, 2003

Multi-Page™

Page 49 Page 50
1 MR. COLLINS: 1 believeit’'s a Microsoft Windows platform.
2 electronicaly. They are noticesthat are 2 There's, again, it's an area that I'm not
3 going to be electronically to the customers. 3 completely familiar with because it isrun by
4 So that printing is proprietary software from 4 our Production Center, but we havea large
5 the printer manufacturer, | think, Mr. 5 printer over there that is able to print out,
6 Kennedy, | stand to be corrected on that, but 6 you know, in excess of 10,0000 bills a night
7 ICON is the printer manufacturer. The 7 and it’ s connected to another box, and that
8 software | think is a company out of Quebec-- 8 box, | believe it'saWindows 2000 box, Mr.
9 I’m pretty sure it's a company out of Quebec, 9 Kennedy, if that answers your question.
10 | just don’'t remember the software itself. 10 Q. Okay, andisn'tit adistinct possibility that
11 But that software will be doing the--has the 11 if you were to exercise the option of
12 ability to be ableto do the design and the 12 purchasing an entirely new customer service
13 formatting of the bill for us. So what will 13 system package that you would have technical
14 happen iswhen we actually print or send the 14 issues and compatibility issues between this
15 customer’shill to print, the printer takes 15 new module that you're buildingin 2004 and
16 over and beforeit actually prints the bill, 16 the new customer service system package that
17 it will format it, it will do what it hasto 17 you buy, if you were to buy onein 20077
18 do with it, whether that’s e-mail it, format 18 MR. COLLINS:
19 it beforeit printsit. 19 Al think you're goingto haveto ask me that
20 Q. Okay, the question though | think was this new 20 again, Mr. Kennedy.
21 customer bill design format and print 21 Q. All right, you're writing a new--the proposal
22 application that you're proposing, what 22 isto write anew customer service bill design
23 operating system will that work on? 23 format and print application, that's to
24 MR. COLLINS: 24 operate on, your best indication Microsoft
25 A. | bdieveit's--I stand to be corrected, but | 25 Windows platform.
Page 51 Page 52
1 MR. COLLINS: 1 difference. You'rejust passing data back and
2 A Right. 2 forth.
3 Q. There'sapotential that you may exercise the 3 Q All right, let'sjust look to the other
4 option to purchase a new customer service 4 justification for these projects that they are
5 system that would operate on not open BMS, 5 driven by customer requirements. | think it’s
6 some other new system. Isn't it possible that 6 been indicated in a number of repliesto some
7 when you go to purchase that new customer 7 information requests that you had yet to work
8 service system, that your new customer service 8 out what that new bill design format and print
9 system won't talk to your new customer bill 9 would be, correct?
10 design print and format module? 10 MR. COLLINS:
11 MR. COLLINS: 11  A. That’scorrect.
12 A.l think the answer tothat is possible, but 12 Q. Andthat’s because you've yet to conduct any
13 not probable. What we have really going on 13 focus groups or the like on your customers to
14 there, if | can think ahead 8 years, would be 14 determine what it is that they would want in a
15 a new customer service system potentially 15 new hill, correct?
16 that’ s creating, that’s generating all of the 16 MR. COLLINS:
17 bill. Before--when it goesto print it, it 17  A.Yes, that’scorrect. We don’t want to start
18 will just send a stream of data, ones and 18 spending money on this sort of thing until we
19 zeros, to aprinter for processing. So 19 have certainly Board approval.
20 whether that printer has Microsoft Windows on 20 Q. Okay, so whereisthedriver for this project
21 it or whether it has Unix on it or whether it 21 then coming from? You referencethat you
22 has Lennox on it, | don’t, you know, from what 22 heard indications from the Board, | think you
23 I know about technology, Mr. Kennedy, whether |23 said. Hasthe Board indicated that it wants
24 that’s--that new packageruns on Unix or 24 to see anew project involving customer bill
25 Windows or whatever, is not going to make any 25 design format and printing?
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Page 54

1 MR. COLLINS: 1 the individual cost on this project and that’s
2 A.When| said the Board, we've gotten--I don’t 2 under PUB-86. And PUB-86 indicated that the
3 get direct feedback from the Board mysdlf, | 3 Microsoft Enterprise Agreement was 210,000;
4 know that our customer service people, they 4 your database and development software is
5 hear from Mr. Byrne and that sort of thing, 5 budgeted at 56,000; Environment Management
6 but from the information that | am aware of, 6 Softwareis No. 3, is227; and you've got
7 Mr. Kennedy, customers have a hard time 7 application software at 247; and SCADA
8 reading their bill. Not all customers, 8 Development Environment of 51. Now, am |
9 certainly, but certainly some customers, 9 gathering correctly from some of the responses
10 especially when you talk about EPP payments 10 to the RFIs that this section of your budget
11 and there' s aline there that talks about, you 11 proposal, the projects entitled "Application
12 know, your current EPP payment today, Equal 12 Environment" relate specifically to upgrades
13 Payment Plan payment to date, how much you |13 to the existing software or the purchase of
14 owe, if you got operating--that sort of thing. 14 new software?
15 We have very little flexibility asto how we 15 MR. COLLINS:
16 can present that information to the customer, 16 A.lIt'slargely upgrades, | think, Mr. Kennedy,
17 and we certainly feel there' s an opportunity 17 butit's not only, it'snot only upgrading
18 for us, in terms of improved customer service, 18 software, the Application Environment is how
19 to make that bill alot morelegible, alot 19 we have it termed here, whether it's--it's
20 more readabl e to them. 20 environment, but not in the green sense of the
21 Q. Okay, | wonderif wecould switchto your 21 word "environment". We havea production
22 application "Environment Proposal”, it’s under 22 environment and the production environment has
23 Appendix 2 under "Information Systems'. And |23 our applications, like CSS, SCADA, problem
24 similar to the previous project we looked at, 24 call logging, outage notification systems,
25 there was an RFI that asked for a breakdown of 25 those kinds of things. Those are what our
Page 55 Page 56
1 employees and customers rely on to serve them. 1 Kennedy.
2 Before wewould make any changes to that 2 Q. Therecord will show that. Okay, | wanted to
3 production environment, we would have atest 3 look at just thefirst one, the Microsoft
4 environment that’s quite similar in set up, in 4 Enterprise Agreement which is per PUB-86, is
5 nature to the production environment. We have 5 sub-budgeted for $210,000.00. And you explain
6 software tools in there for diagnosing any 6 that thisis an agreement that you have with
7 bugging things, we would put software upgrades 7 Microsoft that allows you to make, if | could,
8 on that test environment before putting them 8 ablanket payment that covers upgrades to many
9 in production, that sort of thing, just to 9 of the Microsoft applications that you're
10 make sure that in the event--I think it may 10 using in your environment?
11 have beenin one of your RFIS, Mr. Kennedy, 11 MR. COLLINS:
12 you stated it nicely there, actually, in your 12 A.Yes, spread out over akind of athree-year
13 question that when you put software in, a need 13 period.
14 to upgrade software, you could have more--you 14 Q. Andthose are asindicated on that first page,
15 could have something break. There' s nothing 15 Microsoft Word, Excel, Powerpoint, Access,
16 worse toa computer system than making a 16 Outlook, sQL Server Client Access, correct?
17 change and if you--with a test environment, 17 MR. COLLINS:
18 which iswhat, you know, this application 18  A. Which page are you referring to?
19 environment talks about, with agood test 19 Q. Pagel of 4--I'm sorry, if we could go back to
20 environment where we could put software 20 Appendix 2, sorry. Correct, these are -
21 upgrades on, that certainly limits our risk 21 MR. COLLINS:
22 and our impact on things that are in 22 A. Sorry, ask the question again.
23 production environment, where our customer 23 Q. Okay. So, what we're dealing with here are an
24 service system and everything areused. | 24 exploration, if you will, of the option
25 hope | explained that correctly to you, Mr. 25 available to the Company to upgrade its
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1 MR. MYLES: 1 select agreement for each instance of the
2 existing Microsoft application. And those 2 software. And option three wasrenew the
3 existing Microsoft applications areas per 3 existing agreement, the Microsoft agreement at
4 page one of four on that Appendix 2, Microsoft 4 the proposed discount. Now, when we flip the
5 Word, Excel, Powerpoint, Access, Outlook and 5 next page and this your first revision. There
6 your SQL Service Lines. 6 was actually a second revision filed, | think
7 MR. COLLINS: 7 al that waschanged was some formatting
8 A.Yes. AndI guessfor clarification purposes, 8 issues that were on this page.
9 when we say Microsoft applications, we're 9 MR.COLLINS:
10 referring to the components that actually go 10 A ltwasjust the bullet at the bottom, | think.
11 on your PC that you' re using, not the back-end 11 Q. And your paragraph numbering got fooled up, |
12 applications, not the server based 12 think. That database development softwareis
13 applications, Mr. Kennedy. 13 supposed to be number two because it shows up
14 Q. Right. This coversyour desktop portion of 14 on the second revision, but one question
15 your Microsoft application. 15 first. Inthe origina document, that was
16 MR. COLLINS: 16 filed as part of your application, under this
17 A. Certainly, further, in PUB-90,1 believeit 17 box, the do nothing option was still expressed
18 is, that list isput in atable. 18 as $1,420.00. Then you had select agreement,
19 Q. Yes we'll get to that. 19 $361.00 and Enterprise Agreement, $288.00.
20 MR. COLLINS: 20 And thenonce it wasrevised, that first
21 A. Okay. 21 revision, the numbers got bumped to the
22 Q. Before we jump there--and you had three 22 numberswe seethere now. So, the select
23 options. One was do nothing now and pay for 23 agreement went from originally $361.00 to
24 next new licenses to upgradein the future. 24 $1,083.00 and the Enterprise agreement went
25 Option two wasto purchase the Microsoft 25 from $288.00to $864.00. Could you just
Page 59 Page 60
1 explain, please, for us, the reason why these 1 provision of the upgrading to your licenses,
2 numbers changed on the revision. 2 correct?
3 MR. COLLINS: 3 MR. COLLINS:
4 A That table, the original table which | don’t 4 A That'sacomponent of it, certainly.
5 know if we have on record anymore, I'll take 5 Q. If | takethe 288 as being equivalent of one
6 the Enterprise agreement, for instance. It 6 year under your Microsoft agreement for your
7 was $288.00, it's now $864.00 and what that 7 origina filing and | multiple it by the 597
8 288 represents, it wasaoneyear cost, but 8 personal computersthat is indicated that
9 that table was meant to represent athree year 9 that’ s what these costs are associated for. |
10 cost. So, we pick that up actually while we 10 get $179,000.00 as the total.
11 were answering RFIS and we thought we would 11 MR. COLLINS:
12 make the correction to the record. 12 A. |l thought it was 172 actually.
13 Q. So, inthecaseof the Enterprise agreement, 13 Q. Okay, maybeit’'s172. Could you explain what
14 you took the 288 and just grossed it up by 14 the difference is between the 172 and then the
15 three. 15 210,000 that you have booked?
16 MR. COLLINS: 16 (10:15am.)
17 A. Multiplied by three. 17 MR. COLLINS:
18 Q. Okay. Inthecase of the Select agreement 18 A.Sure. Maybel need to back up probably to
19 that was originally 361, that was just grossed 19 March/April 2002 when we were looking at this
20 up by three. 20 Enterprise agreement with Microsoft. With the
21 MR. COLLINS: 21 optionsthat we looked at, we had--there was
22 A. That'scorrect. 22 threein front of us--we could have decided
23 Q. Okay. But now the budget that you have for 23 that, you know, we would buy the software as
24 the Microsoft Enterprise agreement of 24 we need it. And projecting out over the three
25 $210,000.00, that’s based on your one year 25 years, from that point in time being early
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1 MR. COLLINS: 1 Enterprise agreement, by signing onto an
2 2002, we were ableto seethat there wasa 2 Enterprise agreement, if we didn’t havethe
3 number of software upgrades coming over that 3 agreement, sorry, and we had to purchase that
4 three year period. So, based on which ones we 4 software, that software would have cost of
5 felt we were going to be upgrading over those 5 $72,000.00 at that point it time, that's
6 three years, we felt that the cost over those 6 outside the Enterprise agreement. Being under
7 three years was going to cost us in the order 7 an Enterprise agreement, we could split that
8 of $1,420.00 per PC. 8 $72,000.00 over athree year period. And any
9 A second option we looked at was a Select 9 timel’m faced with the option of deferring
10 agreement from Microsoft, the second point in 10 some of those costs for the years, | mean, |
11 that table. Andthat cost with those same 11 think that’s certainly of great benefit. So,
12 assumptions about what we were going to 12 we were able to take that $72,000.00, break it
13 upgrade on the desktop pcs for those 597 pcs 13 down by three which was $24,000.00 ayear. If
14 was goingto be1,083. TheEA agreement 14 we add that $24,000.00 to the 172 which was
15 option was $864.00 with the assumptions over 15 the base Enterprise agreement, you get
16 that period. Now, Mr. Kennedy’ s question was 16 $195,000.00. So, there’'sstill a 210 there
17 on that 864 as of the 172, where we have 210 17 that we have to reconcile, | understand, Mr.
18 that we're asking for. You got to remember 18 Kennedy.
19 that the Enterprise agreement or these 19 So, looking at 2004, there s still some
20 agreement at Microsoft only cover certain 20 software, there' stwo server database software
21 typesof softwareaslisted in PUB-90. In 21 from Microsoft that we need. There's Palm
22 2002, we also required additional software 22 Windows 2000 server software products that we
23 from Microsoft. An example would be Microsoft |23 need. That bringsthetotal to $14,000.00,
24 Project, another example would be adrawing 24 excuse me, $15,000.00. So, if you look at the
25 tool called Visio. And because of an 25 three components again, the base EA agreement
Page 63 Page 64
1 which was going to be 172, because we were 1 A.No, it'snot; that's not the case at all. The
2 under the EA agreement and we could spread 2 $864.00, what that number isand what that
3 that large cost of $72,000.00 over three 3 $1,420.00is exactly the software products
4 years, impacting 24,000. That gets us to 195. 4 that are shown in Tab 1 in PUB-90.
5 And then thethird year, thisthird amount 5 Q.Okay. Let'sjustgo tothat becausewe've
6 here toget us to 210is the additional 6 referenced it a couple of times and we should
7 software that we feel we need as a Company to 7 bring it up for the benefit of the Panel.
8 operate in 2004. So, we packageit all under 8 MR. COLLINS:
9 the Enterprise agreement, Mr. Kennedy, because 9 A.I'msorry, your question.
10 what happens isthat firgt, it'seasier to 10 Q. No, no, no, that'sokay. So, in this case of
11 track for us and we get discounts with 11 PUB-90, we've got alist of theitemsthat are
12 Microsoft if you have an Enterprise agreement 12 what comprised the $1,413.00, it's $1,420. 00
13 and you need a software package that’ s going 13 in our table we were looking at a minute ago.
14 to cost you athousand dollars, round number, 14 But areconciliation or a breakdown of how the
15 you'll get a15to 20 percent discount on it 15 $1,420.00 was arrived at, is that correct?
16 if you have this Enterprise agreement. That's 16 MR. COLLINS:
17 why we' ve included the 210. 17 A. Right, so that table that we were looking at a
18 Q. Okay. If | take that 210,000 though and | 18 minute ago which had the, | think it was 864
19 divide it by the number of personal computers 19 for the EA agreement would be the cost of
20 you have, 597, andthel grossed it up for 20 those same products under the EA agreement,
21 the three years, | get a number of 1,055. So, 21 the total cost of those same products under
22 isit not the case then that under this number 22 the EA agreement over that three years.
23 one, that’sthe number | need to compareto 23 Q.Okay. And sotheremaining portion, excuse
24 the do nothing scenario of 1420. 24 me, of the difference, the forty odd thousand
25 MR. COLLINS: 25 dollars between the 172 and the 210, that’s
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1 MR. MYLES: 1 time, once a year following accounts of the
2 for software, you're acquiring new licenses 2 personal computers'. So, let’s say at the end
3 for under the Microsoft agreement that are not 3 of this three-year period, you don't renew
4 included in that table 1. 4 anything, do you have the ability to usethe
5 MR. COLLINS: 5 applicationson the computers then at that
6 A.Yes, because Microsoft, as | said earlier that 6 point?
7 base or the core enterprise agreement from 7 MR. COLLINS:
8 Microsoft only includes these products here. 8 A.Yes, absolutely. After this agreement
9 So, when we wanted to buy or needed to buy 9 expires, we actualy own that software, so
10 Microsoft Project and Visio, we could not-- 10 it saasset that we own. Microsoft isnot
11 they’re not part of the Enterprise agreement 11 going to comein and take anything away. It's
12 per se, but because we have an Enterprise 12 an investment that we've made, it's our
13 agreement, we can get discounts, we can spread 13 software.
14 costs over the life of the agreement and that 14 Q. Okay. If you couldjust goto the database
15 sort of thing, Mr. Kennedy. 15 and development software and you'vegot a
16 Q. Okay. Now, in this option under your 16 budget of $56,000.00 for thisitem, correct?
17 Microsoft agreement, if we just go back to 17 MR. COLLINS:
18 that Appendix 2, please and we go to the first 18 A.Yes
19 page, please, scroll, to the bottom. Yes. 19 Q. Andl think asis being indicated in NLH-74,
20 Under number three there, "renew the existing 20 thisisall for application development, this
21 Microsoft agreement asa proposed discount”. 21 56,000, correct?
22 And you go, "this providesthe Company with 22 MR. COLLINS:
23 the ability to use the latest releases of the 23 A.NLH?
24 identified software for a three-year period. 24 Q. NLH-74,it'sjust thisis where the breakdown
25 And these licenses are paid for at the same 25 for these various budget itemsare andit’s
Page 67 Page 68
1 56,000 under application development for 1 software upgrade. So, that’s essentially what
2 database and development software. 2 we meant there by that $56,000.00. Because
3 MR. COLLINS: 3 it's pigeon holed into that application
4 A.Yes 4 development thing, it's more, you know, there
5 Q.Okay. So, isthisan application development 5 waskind of nowhere elseto putit really
6 that you would do in house? 6 because there wasn't (phonetic) an application
7 MR. COLLINS: 7 to purchase.
8 A.No,wesaid intheNLH-74that, actually we 8 Q. Okay. You indicate there that these upgrades
9 had a bit of a difficult time breaking out our 9 will ensure that Company’s business
10 costs as Newfoundland and L abrador Hydro asked 10 applications continue to function in a stable
11 usto. So, the best option, best available 11 and reliable manner as well asinsuring an
12 option that we could put that $56,000.00 into, 12 appropriate level of vendor support is
13 Mr. Kennedy, was application development 13 sustained, correct? Do you seewhere I'm
14 because we're not buying any software. What 14 reading that?
15 we're going to be doing in house with that 15 MR. COLLINS:
16 $56,000.00, | guess, is the process around 16 A.No.
17 ingtalling the database software upgrades, 17 Q. Okay, it’s database and devel opment software.
18 doing the testing and that sort of thing. So, 18 Oh, I'm sorry, | keep thinking that the screen
19 there' s no development as such going on. It's 19 isshowing something different thanit is.
20 just that putting the software on, testing it, 20 Appendix 2 and the second page and then the
21 not only staff from my own department testing 21 paragraph right underneath, okay, sorry about
22 it, Mr. Kennedy, from atechnical perspective, 22 that. So, therewas some follow-up RFIStO
23 but also having Mr. Ludlow’ s staff come in for 23 that statements and PUB-95was one of the
24 a day or so and test to make sure that 24 first ones. And PUB-95, thiswas, | think the
25 something didn't break as aresult of that 25 reference you were making earlier about the
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1 MR. MYLES: 1 what specific support will be lost as aresult
2 introduction of applications sometimes 2 of failing to upgrade”. And the answer, "in
3 creating stabilities or incompatibilities. 3 the case of the proposed upgrades there is not
4 And we asked you to provide specific examples 4 additional support being obtained as a result
5 of how the proposed data base upgrade will 5 of completing the upgrade. However, one of
6 "ensure this Company’s business applications 6 the products to be upgraded is not compatible
7 continue to function in a stable and reliable 7 with databases currently in production and as
8 manner”. And the second paragraph says, 8 such, the vendors does not provide support for
9 "there are no specific examples of how the 9 the product”. And | think you indicated that
10 proposed database upgrade will insure that the 10 was an Oracle database in a subsequent RFI.
11 Company’ s business applications continue to 11 So, in light of those three RFI replies
12 function in astable and reliable manner". 12 that indicated that you can't provide any
13 And I’m going to get you to comment on this, | 13 specific examples of how the database upgrade
14 just want to go through the three RFIs first. 14 will ensure that your business applications
15 PUB-96 was describe what aspects of the 15 continue to function in stable manners, that
16 existing database which will not continue to 16 there’ snot specific aspect of the existing
17 function and or become unstable unless 17 database likely to become unstable and that
18 upgraded. And your part reply there is"no 18 there is no additional support being obtained
19 specific aspect of the existing database has 19 asaresult of the upgrade. Can you explain
20 been identified as being likely to become 20 to me, again, why the statement was made that
21 unstable or no longer function unless 21 that was the case, as ajustification for the
22 upgraded". 22 project?
23 And then PuB-97, "what specific 23 MR. COLLINS:
24 additional support will be provided by the 24 A. Sure, therewas anumber of follow-up RFIS,
25 vendor as aresult of the database upgrade and 25 Mr. Kennedy. I'll take you to PUB-185just as
Page 71 Page 72
1 avisua aid as| answer your question. The 1 touches within the customer service system to
2 reason for that statement in the justification 2 make surethat nothing isgoing to break
3 is, it really comes down to list management. 3 because that vendor doesn't know how we're
4 And oneof thethingsthat | haveto do as 4 using his software in our product.
5 manager of an 1s department with Newfoundland 5 o, thereason for thejustificationin
6 Power that hasin excess of 30 business 6 the application environment project, the
7 applications that | have to keep functioning 7 reason for wording it that way is that it's
8 for the Company, isto try to ensure, the best 8 al about balancing therisk. The visua aid
9 that | can, that all my software isworking 9 | put up onthe screen, we are severd
10 well together. Thereason for the way those 10 versions behind on several software products.
11 were answered in those RFIs that you 11 And these software products, Microsoft Sequel
12 referenced, Mr. Kennedy, was you know, the 12 server, Oracle database management, Erwin
13 peculiar thing about software isthat, you 13 application development. Those are use
14 know, if it's working, it's not likely to 14 throughout our 30 business applications. So,
15 break. If it'sworking; it'sworking. But 15 for me, | guess what | haveto do, whenI’'m
16 there's so many interdependencies with 16 looking out and planning my 2004 expenditures
17 software. 17 application environment, | want to make sure
18 For instance, the customer service system 18 I’m not snowplowing, | guessis the best word,
19 has several software vendorsthat we--we're 19 too many version upgrades ahead of me. So, |
20 using severa products from different software 20 want to get through some of those version
21 vendors to build the customer service system. 21 upgrades so that, you know, I’m not faced with
22 If one of those software vendors decides that 22 upgrading 50 productsin a subsequent year.
23 they’re going to do an upgrade, there’ s huge 23 So, I'm trying to just stay alittle bit ahead
24 impactsfor us. Wegot tolook at al the 24 of the game here, not trying to, you know,
25 other pieces of softwarethat that software 25 jump to the latest releases as soon as it
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1 MR. COLLINS: 1 you had a question this morning about the last
2 comes out because, | believe, that makes 2 table that we hadin and you referred to
3 absolutely no sense, but certainly not get too 3 Walbourne' s T-2 which isthe last line and the
4 far behind either. So, | think that's 4 column on the right shows 111 percent and on
5 probably the best way | can answer that. 5 the new one it would show 129 percent. And
6 Q. Chair, you weregoingto break at 10:30, | 6 what that column isdoingis identifyingin
7 believe. 7 the five year period, the capacity
8 CHAIRMAN: 8 utilization, the highest capacity utilization
9 Q.Yes 9 of thetransformer. So, for example, on the
10 MR. KENNEDY: 10 old one at 111 percent, the peak occurredin
11 Q. We'rethere now. 11 2003. | can show you on the new one if that's
12 CHAIRMAN: 12 what you have infront of you. On the new
13 Q.lI'dliketo break at thistimeif we could, 13 one, the percentage is 129 percent per
14 somebody does have acommitment and sowe'll |14 Walbourne' s T-2. And what that is showing is
15 break for 15 minutes. 15 that in the column 2008 you can see the bold
16 (RECESS - 10:30 a.m.) 16 number 19.3 and that would be 29 percent over
17 (RESUMED at 10:47 a.m.) 17 the rated capacity of that transformer of 15
18 MR. CHAIRMAN: 18 MBA. So that'swhat that column is showing.
19 Q. Mr. Kennedy. 19 And so any number that is over 100 percent is
20 MR. KENNEDY: 20 indicating a transformer that’sworking in
21 Q. Chair, | believe Mr. Myles, for Newfoundland 21 excess of its load capacity and needs
22 Power isjust going to speak to that Exhibit 22 attention.
23 that they revised. 23 MARTIN, Q.C.:
24 MR. MYLES: 24 Q. Okay, thanks.
25 Q. Thank you, Mr. Chair. Commissioner Martin, 25 CHAIRMAN:
Page 75 Page 76
1 Q. Thank you, Mr. Myles. Mr. Kennedy. 1 "Benefits include improvements to the
2 MR. KENNEDY: 2 reliability and stability of the company’s
3 Q. Thank you, Chair. Commissioners. | wonder if 3 back-up and recovery process." Number two, if
4 we could just start again with Appendix 2 of 4 we could just--now, "Reduction in cost
5 the Information Systems and specifically if we 5 associated with data corruption or application
6 could go to page two of that document and this 6 downtime." Three, "Consolidation of software
7 is the Environment Management software. It's 7 use for backing up information." And four,
8 number two on that page, number three on the 8 "Consolidation of back-up and recovery
9 second revision. And as it's indicated 9 processes.” Now, Mr. Callins, those items
10 previously in PUB-86 this project is broken 10 there, the benefitsthat you're expecting to
11 down again into cost of $274,000, Mr. Collins, 11 derive from this project of the upgradesto
12 isthat correct--sorry, $227,000. 12 your applications under your "Environment
13 CHAIRMAN: 13 Management" software heading, let’sjust take
14 Q. What was the PUB reference again? 14 themone at a time. "Improvementsto the
15 MR. KENNEDY: 15 reliability and stability of the company’s
16 Q. PUB-76, Chair. 16 back-up and recovery process’, would you agree
17 MR. COLLINS: 17 with me, | guess, that that’s certainly one
18  A.Yes, that's correct. 18 that’ s more qualitative than quantitativein
19 Q. Okay. And this project, thisrefers to the 19 the tough to assess or put adollar figure on
20 technology and processes used to develop, 20 what those improvements to the reliability and
21 configure, test, implement and maintain 21 stability of your back-up and recovery
22 applications and hardware throughout the 22 processes would, how it would potentially
23 company. And upgrade to the company’s backup |23 ultimately benefit the company ina dollar
24 recovery software and upgrades to the 24 sense.
25 company’ s workload application. Then you go,
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1 MR. COLLINS: 1 costs associated with data corruption or
2 A.Yes. Difficult to put a number on that. 2 application down time and then you--I guess
3 Q. Let'sgo tonumber two, "Reductionin cost 3 the example is "Certain back-up procedures
4 associated with data corruption or application 4 have failed in the past requiring the company
5 downtime." A little closer to the bone would 5 to re-run these back up jobs during peak hours
6 you agree in the sense that thereis adollar 6 causing overal system performance
7 cost savingsassociated with this project 7 degradation." And | guess, am | correctin
8 projected? 8 assuming that when that back-up procedure
9 (11:00 am.) 9 failed and it required youto run back-ups
10 MR. COLLINS: 10 during peak hours, that therewas a cost
11 A. No, this project was--no, there’ s been no cost 11 associated with that? Y our back-up fails and
12 justification. | think I’d put it in the same 12 you have to do another back-up or some manual
13 boat asthefirst bullet really, Mr. Kennedy, 13 intervention in your process, that there'sa
14 in terms of--the reduction costs we're talking 14 cost associated with that manual intervention?
15 about thereis when an application isdown, 15 MR. COLLINS:
16 that’s-l1 know that’'s technical but an 16 A. Yes, when we do back-ups we do back-ups of our
17 application doesn’'t work or there's data 17 many, many megabytes of data, off hours, so we
18 corruption within an application, there’'s 18 doit overnight. And | have staff actually
19 going to be costs associated with that because 19 have to work throughout the night in order to
20 our cal centre agents or our assistant 20 back things off the tape, take those tapes off
21 control centre personnel will not be able to 21 site sothat in casewe do havea major
22 usean application to be ableto serveits 22 problem, we do have those tapes that we can go
23 customers. So that’sthe kinds of cost that 23 to therestore thing. We' ve had occurrences
24 we refer to there. 24 in the past and | believe that it's an
25 Q. Okay, but the number two isreduction and 25 attachment maybe to one of the RFis, | think
Page 79 Page 80
1 it might be NLH-84, but | can check that later 1 screen if they need to within cssto be able
2 if we need to, that we' ve had failures of the 2 to serve a customer, that’ s very difficult to
3 processes of backing up our data. So what 3 do, but certainly there's a cost there
4 happensisthat we can’t just say, all right, 4 nonetheless.
5 well let’swait till the next night to back 5 Q. Butthere is-would you agree that a more
6 that up because during the day there’ s going 6 identifiable would be the cost associated with
7 to be many, many things that have changed 7 if you installed--if you make these upgrades
8 again, obviously. So what we would doisfor 8 asyou're proposing, you'reindicating that
9 safety reasons, it's not in the Earl Ludlow 9 you won't have the same back-up procedure
10 safety reasons but for IT safety reasons, we 10 problems and therefore, you'll be able to
11 would back that dataup during the day and 11 forego these manual interventionsthat are
12 what happensthere is that that's a very 12 presently required from time to time when your
13 intensive process on our computer systems. So 13 back-up proceduresfail and therefore, you'll
14 what happens isthere’'s a degradation in 14 be able to forego the cost associated with
15 system performance and performance of the 15 those ad hoc back-up -
16 system goes down. And our call centre agents 16 MR. COLLINS:
17 noticethat. 1'll get the phone callsfrom 17 A.l think what you may beimplyingis that we
18 the customer service managers saying they’re 18 will never--when we do this we will never ever
19 finding it Slow over here, what’s going on, 19 have aproblem again. | don’t think we can
20 you know, and | proceed to explain it to them. 20 assumethat. | think based onmy staff’s
21 So there's certainly been some hardware 21 experience with using these back-up procedures
22 failures, you know, that have caused those 22 over thelast, gee, eight, nine years, they
23 kinds of eventsto happen, Mr. Kennedy. 23 found that it has failed on them. I’ ve gotten
24 Quantifying the cost associated with call 24 staff callsin the middle of the night to go
25 centre agents not being ableto access the 25 in and actually fix something for our computer
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1 MR. COLLINS: 1 Q. And the third point, "Consolidation of

2 operators who are in there 24 hours aday. So 2 software used for backing up information” and

3 we're hoping that, you know, this will, 3 | guess thenrelated to that is the fourth

4 because of the age of some of the procedures 4 point, "Consolidation of the back-up and

5 that are there, the age of the software, that 5 recovery processes’, correct?

6 therewill beareduction inthe amount of 6 MR. COLLINS:

7 call-out time certainly and the slowness that 7 A.Um-hm.

8 our customer service agents experience, you 8 Q. Andso, theidea isthat you would have a

9 know, when thereis afailure. 9 consolidated back-up process instead of having
10 Q. You would, presumably, be ableto try to 10 individual back-ups; onefor your open BMS;
11 ballpark at least the number of manual 11 onefor your Windows, onefor Unix and so
12 intervention back-ups, these secondary back- 12 forth, correct?
13 ups, if you will, or medial back-ups, that 13 MR. COLLINS:
14 you'll be able to eliminate them, some of them 14  A. That would be the plan, yes.
15 by virtue of making this enhancement to the 15 Q. And would you agree with me that there would
16 application, enhancement to this environment? 16 be associated cost savings with that step,
17 MR. COLLINS: 17 that being able to consolidate your back-up
18 A.lguess dl | can sayis that they'll be 18 software and with that, consolidating the
19 lessened. | mean we would expect based on, 19 actual back-up process, will alow you to
20 again, the age of this stuff, the amount of 20 forego certain stepsthat you have to do now
21 data that we' ve added to the 30 applications 21 because you don't have your back-ups
22 over time, that there will belessening of 22 consolidated?
23 failures. |1 mean | certainly wouldn’'t want to 23 MR. COLLINS:
24 make that investment unless | really believed 24  A.Wdll, and certainly I guessintuitively, |
25 that, you know thisis going to help. 25 absolutely agree with you. There's -

Page 83 Page 84

1 Q. Okay, if you agree then that thereis - 1 certainly allowsfor efficiencies in that

2 MR.COLLINS: 2 regard. Very hard to quantify though, Mr.

3 A Excuse me, Mr. Kennedy, | think | should 3 Kennedy.

4 explain kind of what this proposal is about, 4 Q.| guessthat’s where the point of departureis

5 just so that we all know because | don’t want 5 isn't it, that you're indicating that you're

6 to get too technical here for the Board. But 6 going to be able to--this proposal is going to

7 what we have is an open BMS system which, as | 7 alow youto consolidate al your back-up

8 talked about earlier, runs our customer 8 processes, that’ s going to alow you to forego

9 service system. Our Unix system that | speak 9 having to go through the--that you just
10 about there isour SCADA system. And our 10 described it, amore complicated process of
11 Windows systems, those have things like outage |11 doing back-ups, and that there are cost
12 notification, problem call logging so that we 12 savings to be achieved by virtue of being able
13 canlog calls for customers, that sort of 13 to forego that more complicated back-up
14 thing. So there's three very disparate 14 process. And yet there's been no attempt here
15 systems that are backed up in a centra 15 to identify what those cost savings are or an
16 location. The disparity occurs because each 16 attempt to conduct a cost benefit analysisto
17 of these systems have their own different 17 see whether spending $227,000 to do thisis
18 flavours of tapedrives inthem, they have 18 warranted?
19 their own different types of tapesthat go in 19 MR. COLLINS:
20 the tape drive. They have their own different 20 A.No,wedidn't do acost benefit analysisin
21 software that we use to run the back-up. So, 21 that strict sense of the word, certainly, you
22 just intuitively speaking, having all this 22 know, or | wouldn’t have certainly put it here
23 consolidated so that, you know, al the tape 23 for us on the record. But what we have though
24 drives are the same, the software that we're 24 iswe havea lot of cost avoidance things
25 using across all the productsisthe same, 25 going on because if you can reduce the amount
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1 MR.COLLINS: 1 MR. COLLINS:

2 of times that you have to have manual 2 A.Yes, that'scorrect.

3 intervention, if you can make al this 3 Q. As opposed to the application environment

4 software consistent so that our computer 4 which are either arenewal of licenses or

5 operator who is backing this stuff up in the 5 upgrades -

6 evening knows that no matter if it's Unix or 6 MR. COLLINS:

7 SCADA or DMSor css or Windows or the 28 other 7  A. Upgradesto software, that’ s right.

8 applications or sowe have, that they just 8 Q. Or the purchase of new software.

9 have a consolidated view of thingsasfar as 9 MR. COLLINS:
10 they’ re concerned, rather than having to know, 10 A. Right. Thisisreally making our applications
1 you know, this piece of softwarefor that 1 that we have today, do more.
12 application, this piece of back-up software 12 Q. Right. Wouldit beput also another way,
13 for that application and so on. So we didn’t 13 taking advantage of the increased
14 quantify it, Mr. Kennedy, but--because we 14 functionality that you obtained when you did
15 found it very difficult to try to put a number 15 an upgrade on an existing piece of software,
16 on that. 16 now you need to extract that benefit that’s
17 Q. Okay, if we could go to "Application 17 available by that new function that’sin the
18 Enhancement” which isunder Appendix 1. And, 18 upgrade?
19 Mr. Collins, is it fair to say that this 19 MR. COLLINS:
20 project title, "Application Enhancement" 20 A.Yes, certainly those possibilities arethere
21 differs from the application environment 21 with the upgrade, yes, certainly they would
22 section of your budget as we'vejust been 22 show up here.
23 discussing in that the application 23 Q. And, again, we have a breakdown of the
24 enhancements are actual enhancements being 24 individual costs for these and it’sin PUB-73.
25 made to existing applications? 25 And thisis the breakdown of the--thetotal

Page 87 Page 88

1 project cost is one million three fifty-five. 1 the "less dependence”, the last one, "improves
2 Your cost for business support systems is 2 capturing and tracking of warranty information
3 $189,000 and that includes two parts, your 3 by equipment serial numbers. This would
4 process improvements and your bar coding and 4 ensure that equipment with warranties close to
5 then there's the breakdown for the 189, 5 expiry are used first." Those four items that

6 correct? The 75,000 for your process 6 | just indicated there, the increased

7 improvements and then 114,000 for bar coding, 7 productivity of your storekeepers, the ability

8 correct? 8 to reduce the inventory of certain items and

9 MR.COLLINS: 9 the ability to avoid overtime and then the

10 A. Yes, that’s correct. 10 fourth one, the more efficient use of

11 Q. So, let's just look at your bar coding 11 equipment that are closer totheir expiry

12 section. Can we go back to Appendix 1, 12 period for warranty purposes, are they not all
13 please, the second page. All right, bar 13 cost related issues, that there isa cost

14 coding of $114,000, you indicatethat "It 14 savings associated with each of those or that
15 involves theimplementation of bar coding 15 there could have been a cost savings

16 technology for the central storeslocation and 16 associated with each of those items?

17 the benefits include increased productivity of 17 MR. MULCAHY:

18 the storekeepers at central stores'--the 18  A.It'shardto say but | think there could be an
19 second one, "improved management of small tool |19 economic component to it, it'snot the sole
20 items such as glovesand safety glasses will 20 component or sole consideration though.

21 reduce the inventory for these items. 21 Q. What would have been the other consideration,
22 Enabling a storekeeper to perform other duties 22 Mr. Mulcahy?

23 such as physical inventory counts during the 23 MR. MULCAHY:

24 regular working day thereby avoiding 24 Q. Someof itisaccuracy. | think, you know, in
25 overtime." Andthelast one, I'll just skip 25 terms of trying to address thisissue,
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1 MR. MULCAHY: 1 MR. COLLINS:
2 generally, of an economic analysis, was an 2 A.lguessif | can answer that, you know, where
3 economic analysis done, in thisinstance, Mr. 3 this bar coding is going to go would bein the
4 Kennedy, no, an economic analysis wasn't done 4 central warehouse in St. John's. It'savast
5 there. As welooked at thisproject and 5 warehouse of tools that | have no ideawhat
6 reviewed what wefelt the benefitsthat we 6 they’re used for but certainly what | notice
7 would receive out of it, there was a judgment 7 about it when | walk through there isthere’s
8 that this project made sense to move forward 8 alot of bar codes on these things. And what
9 with. 9 has to happen is, you know, when these
10 Q. Sure. And | guessthe difficulty, Mr. Mulcahy 10 materials are received from suppliers, these
11 is not entering into adiscussion, rather than 11 materials, the quantity, the typeand that
12 an examination, isthat we have noway of 12 sort of thing, have to get manually keyed into
13 being able to assess that judgment because 13 our inventory system by the storekeepers and,
14 we're not provided with any cost benefit 14 you know, not to--I haveto be very careful
15 analysis, wouldn't you agree? 15 about my words, they’ re not great, they’ re not
16 MR. MULCAHY: 16 very adept at data entry, you know, that’s not
17 A.l would say that you have no way to asses it 17 what we hired them for.
18 solely on the basisof economicsbut it's 18 What we see though, as| said, isthat a
19 intuitive here that the number of the 19 lot of this equipment comes in with bar codes
20 productivity and initiatives here that we 20 attached. We're talking about in this
21 should see in some of the improvementsand the |21 project, buying three scanning units so that
22 increased accuracy and having our storekeepers 22 when this material comes in, they can just
23 focus on filling orders and doing tool repairs 23 scan it, it goesinto our inventory system and
24 versus doing data entry seems to make sense. 24 these people certainly, you know, are freed up
25 (11:15am.) 25 to actually do something that they’re paid for
Page 91 Page 92
1 and that’s certainly not dataentry. Sowe 1 And there' sa description there of what’s
2 didn't quantify the benefits that way, | 2 involved. "This involves enhancements to
3 guess, Mr. Kennedy, because it just seemed 3 existing applications in the outage management
4 very obviousto us. 4 and asset management areas. Thiswill improve
5 Q. Okay. If wecould justgo tonumber two 5 process improvementsin the management of
6 under--it's under "Operations and Engineering 6 field crews during routine asset maintenance
7 Enhancements® which is section C of the same, 7 and outage situations." And you're going to
8 Appendix 1. And the breakdown--so in other 8 upgrade your Advantis Pro asset management.
9 words of the one million three fifty-five 9 And | believe that's indicated in another
10 that's being proposed under "Application 10 response that that’s $60,000 for the software
11 Enhancements’, 661,000 of it are for operation 11 in that case, that Advantis Pro asset.
12 and engineering enhancements, isthat correct? 12 MR. COLLINS:
13 MR. COLLINS: 13 A.Yes, that'sfor--we already have Advantis Pro,
14 A. 661 of the--yes, of the - 14 it's for ten more licenses.
15 Q. Right. And I think we've got a breakdown of 15 Q. Right. Sothat wasone of the questions.
16 that 661 further provided in PUB-80, if we 16 This isunder your "Enhancements' but the
17 could just go that for amoment. And we've 17 60,000 isfor additional licenses, so it's not
18 got project management improvements of 74,000; |18 an enhancement per seto the application, it's
19 the crew scheduling efficiencies at 199; 19 just allowing you ten more users onto the same
20 reporting improvements of 92; work order 20 piece of software?
21 tracking at 214; and then the scapAa 21 MR. COLLINS:
22 enhancements at 82. I'd just like to look at- 22 A. The crew scheduling efficiencies isallowing
23 -if we could go back to Appendix 1, page four 23 us ten more users?
24 of eight again, please. And if we could just 24 Q. No, the AdvantisPro, the $60,000 that’s
25 scroll down to "Crew Scheduling Efficiencies’. 25 lifted is for additional licenses for Advantis
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1 Pro. 1 trouble spots,” so on and so on. Number two,
2 MR.COLLINS: 2 "Improve management of maintenance personnel
3 A Right, because of the crew scheduling 3 during routine maintenance by being ableto
4 efficiency improvements. 4 associate available personnel and appropriate
5 Q. Okay. Soit'stied inwith the enhancements 5 skill sets with the maintenance work. The
6 that you're making to your crew scheduling 6 third one is"Improved information allowing
7 software. 7 customers to be better informed" and the
8 MR. COLLINS: 8 fourth, "Increased reliability providing more
9 A Yes If weweren't goingto makeimprovements | 9 accurate information and statistics to improve
10 to crew scheduling efficiencies, using 10 decision making." | guess do you agree with
11 Advantis Pro - 11 me that the third one, the improved
12 Q. Youwouldn't need the additional licenses. 12 information for customers to be better
13 MR. COLLINS: 13 informed during power outages, that's a
14 A Exactly. Becausewe're going to be adding 14 qualitative rather than quantitative benefit
15 more people to the software. 15 being achieved?
16 Q. Gotyou. Okay. 16 MR. COLLINS:
17 MR. COLLINS: 17  A.Yes Yes.
18 A. Otherwise|’d be not allowed to do that, Mr. 18 Q.Okay, the number four, "Increased
19 Kennedy. 19 reliability”, | guessit would have a cost
20 Q. Right, | understand. Flipping over to page 20 component to it in the sense that well if
21 five, right at the bottom of page four it says 21 you've got improved reliability, you're
22 "Benefitsinclude" and then when we go over to 22 selling more power because the lights are on
23 page five, thefirst one is "Operational 23 that much longer. But, generdly, it's
24 efficienciesto reduced overtimein outage 24 probably more qualitative than quantitative?
25 situations by being able to identify potential 25 MR. COLLINS:
Page 95 Page 96
1 A Yes 1 speak to in this bullet, when our call centre
2 Q. In the first two then, "Operational 2 or our system control centre takes calls from
3 efficiencies to reduce overtime", and the 3 customers about outages, they’re logging all
4 second one, "Improved management of 4 this data, all this information about the
5 maintenance personnel during routine 5 outage what they said iswrong, into a system.
6 maintenance”, are they not both cost related 6 Wecall it the outage management system or
7 benefits?  Certainly the first one, 7 problem call logging system. And so what
8 "Operational efficiencies through reduced 8 happensiswe're putting that information in
9 overtime"', that's a cost rel ated benefit that 9 about the trouble by the customers feeder, the
10 you're hoping to achieve by making these 10 feeder that the customer ison. Now, we all
11 improvements to your crew scheduling software? |11 know | guess--I've certainly learned through
12 MR. COLLINS: 12 the course of my many years with the company
13 A. Yes, that’s a component for sure. 13 that feeders can run from a couple of
14 Q. Andwas thereany attempt to quantify what 14 kilometerslongto 700 kilometerslong. So
15 that cost savings would be? 15 when a customer calls and saysthey havean
16 MR. COLLINS: 16 outage on a feeder--sorry, if they have a
17 A.No, | mean | think if that was solely based 17 problem with their power in their house, the
18 on--if we could do that solely on a 18 more information that we can gather about the
19 quantitative analysis of cost savings, Mr. 19 call, then the more ableweareto direct a
20 Kennedy, we certainly would have done that. 20 crew to the source of the problem. So, for
21 But there’ s also a customer service aspect to 21 example, if there'satap on alinethat alot
22 this piece of work as well that we're speaking 22 of customers are calling on, we've got
23 about here. The crew scheduling efficiencies, 23 information about that customer, these
24 we're talking about two components there. One 24 customers are calling and they all seem to be-
25 of the componentsis, and thisisthe onel’ll 25 -these common denominators seems to be that
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1 MR. COLLINS: 1 schedules including requirements for third
2 tap and the crews all have diagramsin their 2 party work. Now, in all of those cases, | put
3 trucks with these things labelled, we can tell 3 toyou that they arecost related benefits
4 the crew, the control centre can tell the crew 4 that are hoped to be derived from the
5 the problem appearsto be originating from a 5 improvements made in the work tracking
6 tap, and they can direct the crew more quickly 6 software.
7 to the source of their problem. And so that’s 7 MR. COLLINS:
8 kind of--there’ sa big customer service aspect 8 A.l haveto say that there iscertainly acost
9 tied up into that bullet, Mr. Kennedy. 9 component to each one, Mr. Kennedy.
10 Q.lunderstand. Could we go to number 4, the 10 Q. Okay. Andwasthere any attempt to try to
11 work order tracking. 11 derive acost benefit analysis to seeif this
12 MR. COLLINS: 12 expenditure of $214,000 was warranted in light
13 A. Okay. 13 of the cost savings that were hopedto be
14 Q. And work order tracking which is $214,000 as 14 achieved?
15 per the breakdown in PUB-80, says, "Thisitem 15 MR. COLLINS:
16 involves improvements to the processes 16 A. No, wedon't have a cost benefit analysis done
17 involved with ensuring that customer initiated 17 onthose. Again, asa | said earlier, where
18 work is effectually captured, scheduled and 18 there' sstrictly not aquantitative number
19 tracked." And then again there's some 19 that we can plug into a net present value
20 benefits listed and the benefits include 20 analysis, you know, it's very hard to
21 higher through put of engineering work within 21 determine cost savings in that regard,
22 the technical group, crew scheduling of 22 especially when there' s other factorstied in
23 customer driven work, proof prioritization of 23 here like--you know, again there's a customer
24 workload. And the fourth oneis being proved 24 service aspect tied in. You have customers
25 process for establishing and meeting project 25 calling in and the type of technical work that
Page 99 Page 100
1 they’ re requiring would be a pole removal or a 1 Right now, the call centre would have to, you
2 pole relocation or a new service, atemporary 2 know, try to forward that call on to somebody
3 service in case they're putting siding on 3 elseor, you know, get back to the customer
4 their house, that sort of thing. And being 4 later. There's moreup to date information
5 ableto track, the company’s ability to be 5 for the customer is certainly ahuge benefit
6 ableto track the statusof each of these 6 there, Mr. Kennedy, thatis not just cost
7 thingswill be improved with awork order 7 related.
8 tracking project here. | mean | don’t have an 8 Q. If we couldgo to"Customer Service System
9 engineering technician’s background, so | may 9 Enhancements” at page seven of this document.
10 be alittle bit off here so I'll try to speak 10 And this at a cost of $208,000, it's comprised
11 at the 20,000 foot view of this. As an 11 of three different projects. | don’t think we
12 example, when a customer callsand needsanew |12 actually have a breakdown of the 208 but it
13 service hooked up, there's all kinds of 13 makes no difference.
14 approvals and that sort of thing that have to 14 MR. COLLINS:
15 be doneand even though the customer has 15 A.l cangive you thatif you needit, Mr.
16 called Newfoundland Power looking to havethe |16 Kennedy.
17 work done, Newfoundland Power and the 17 Q. Well, sure, why don’t you just, if you could,
18 technicians have to go through anumber of 18 equal payment plan.
19 approvals. | haveto contact the city or the 19 MR. COLLINS:
20 town council and that sort of thing to make 20 A. About 98,000
21 sure everythingisin order. So thisallows 21 Q. Okay. And then the meter reading?
22 us the ability to be able to track the status 22 A.36.
23 of those things so that when a customer calls 23 Q. And the scheduling improvements.
24 in--if acustomer callsour call centre, our 24 A, 74.
25 call centre can give them that information. 25 Q. 74,0kay. Andlet’sjust look at the equal
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Page 101 Page 102
1 MR. MYLES: 1 MR. COLLINS:
2 payment plan. Thisis achange being made to 2 A. For the demand portion, that’s correct. And
3 your customer service system? 3 that amount, again, was $36,000.
4 MR. COLLINS: 4 Q. Andjust going back to your equal payment plan
5 A.Thisis-yes, thisisa change being madeto 5 benefits, oneis the "improved service to
6 our customer service system. 6 customers by more accurately estimating their
7 Q. So, should wetakeinto account whether this 7 equal payment plan”, and then the next, two,
8 project should go ahead or not, when we decide 8 "reduce labour required to review a customer’s
9 whether this project should go ahead or not, 9 EPP' and the third one, "efficiency gainsin
10 take into account the status of the customer 10 dealing with customers whose review indicates
11 service system as we dtarted off the 11 inadequate history or significant change in
12 examination this morning? 12 payment" and that’ s because while you have to
13 MR. COLLINS: 13 manually check it now, if you went ahead with
14  A.Yes, that wascertainly a consideration for 14 this proposal, you would be ableto do that
15 each of those three sub projects under 15 automatically, correct, through your terminal,
16 "Customer Service Enhancements'. 16 isthat the idea?
17 Q. Right. The second one, the meter reading 17 MR. COLLINS:
18 improvements, thisistied to your request for 18  A. Could you repeat that please, Mr. Kennedy?
19 the AMR demand meters, correct? 19 Q. Okay. The second oneis"efficiency gainsin
20 MR. COLLINS: 20 dealing with customers whose review indicates
21 A. That’'scorrect. So- 21 inadequate history or significant change in
22 Q. So, if the Board were not to approve the AMR 22 payment and presently analysts must manually
23 demand meters, there’d be no reason to make 23 check each Situation in CSs, obtain the
24 improvements to the meter reading improvements |24 suggested payment provided there and then go
25 prior to this budget? 25 back to the manual system and add it in."
Page 103 Page 104
1 MR. COLLINS: 1 A.No. And, again, that’s because there’'sabig
2 A Right. 2 customer service aspect to this equal payment
3 Q. Sol takeit that the improvement will forego 3 plan sub project. You know, there's
4 that requirement? 4 improvements that we want to make to the equal
5 MR. COLLINS: 5 payment plan as outlined there, Mr. Kennedy,
6 A.Yes we'll certainly want to get rid of that 6 that obviously will improve our customer
7 manual intervention. 7 service. So, if it was a purely quantitative
8 Q. And, again, would you agree with me that those 8 analysis--if thiswas solely based on reducing
9 two benefits have acost component to them, 9 labour and those efficiency gains, | think we
10 that their suggested cost savings that will be 10 would have a cost benefit analysis done there.
11 achieved by virtue of making this changein 11 But there’ s other aspects that you can’t put a
12 your equal payment plan aspect to your 12 dollar on.
13 customer service system. 13 Q. Okay, let's move on to another area. Your PC
14 MR. COLLINS: 14 upgrades, now that’s not in this Appendix, is
15 A.Areyou talking about the second and third 15 it? There'sno further details in your
16 bullets there? 16 Appendix, Volume IV, regarding your PC upgrade
17 Q. That'scorrect. 17 plan?
18 MR. COLLINS: 18 MR. COLLINS:
19 A.Yes 19 A. Therewas no Appendix filed for that one.
20 Q. But, again, therewasno attempt to try to 20 (11:30am.)
21 quantify what the cost benefits would be and 21 Q. Okay, soif wejust went to Schedule B at page
22 thenin conjunction with some sort of cost 22 76, just sowe've got the parameter there.
23 benefit analysis to see whether the 23 Okay, so your total budget is $539,000 for
24 expenditure was warranted or not. 24 2004, correct?
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1 MR. COLLINS: 1 onthe quantity of 31, 500 megahertz Dell
2 A.That'scorrect. 2 laptops slated for retirement”. And the reply
3 Q. Okay. And that jives with some of your 3 is, "Currently all the company software
4 previous historical expenditures and it’s part 4 applications will operate on the 500 megahertz
5 of your budget? 5 Dell laptop. Then you go, "However, the more
6 MR. COLLINS: 6 processor intensive applications operated
7 A. It may actually be a bit lower from previous 7 noticeably slower performance level. An
8 years, Mr. Kennedy. 8 exampleis Auto Cad Light whichis used by
9 Q. Yes it'scertainly lower than 2003 forecast 9 engineering and technical staff for daily
10 in the year 2002 number. Now | had that out 10 operation", and then you say, "27 of the 31
11 and in my shuffling of paper, | misplaced it, 11 laptops being replaced are assigned to staff
12 just bear with me for just a second. Here we 12 in the engineering and technical areas." Now,
13 go. PUB-102, please. These are--the question 13 am | gathering correctly, it says an example
14 was what computersare being replaced by 14 is the Auto Cad Light which is used by
15 virtue of your purchasing new computers as 15 engineering and technical staff for daily
16 proposed under that budget item that we were 16 operations and then 27 of the 31 laptops being
17 just looking at. Andthelistis therefor 17 replaced are assigned to staff in the angering
18 al of usto see. Thelast one onthelist 18 and technical areas. | guess there's an
19 there, some 500 megahertz Dell laptops, 31 in 19 implicit assumption that’s being asked to be
20 total. 20 made. Isitthe casethat all 27 of those 31
21 MR. COLLINS: 21 laptops being replaced that are assigned to
22 A.Yes, that’s correct. 22 staff in the engineering and technical areas,
23 Q. And there was a question asked about that PUB- 23 use Auto Cad Light?
24 190. And the question asked, "Describe what 24 MR. COLLINS:
25 software applications will no longer operate 25  A.Yes, absolutely.
Page 107 Page 108
1 Q. Okay. Butotherthan the slowness of that 1 I’'ve certainly readin industry and what
2 more processor intensive application, which is 2 Gartner havetold us, if you're getting four
3 ironic, being it's called Auto Cad Light - 3 years out of alaptop today, you know, you're
4 MR. COLLINS: 4 lucky. | mean, we're seeing with these that
5  A.That'sthenature of softwareisn’t it, Mr. 5 we're getting five years out of them. | think
6 Kennedy. 6 the way we--when we buy Pcs, including
7 Q. Yes, it'soxymoronic. But, otherwise, these 7 laptops, and we cascade older machines to
8 computers function fine, they runall your 8 people with less requirement has allowed us to
9 Microsoft applications, Microsoft Word, Excdl, 9 get that extralife out of thesethings. So
10 Access. 10 that was kind of what that answer was getting
11 MR. COLLINS: 11 at, Mr. Kennedy. So it'snot a-you know,
12 A.Yes asstated certainly inthe responseto 12 unfortunately, | don’t work in the field that
13 PUB-190, there's no software that we run 13 Mr. Ludlow isin whereby stuff like this can
14 today, and you know, in 2003, that this 14 last 45 years. But | do have, you know, the
15 software--that this--sorry, these laptops will 15 nature of Pcsis that they will last from
16 not run. That was the nature of that answer. 16 threeto fiveyearsand in some cases, you
17 Q. Thank you. 17 know, | don't know if that PUB-109--102 has
18 MR. COLLINS: 18 it, butthere’s certainly oneRFI that |
19  A. | should highlight as well that these Pcs were 19 showed that some of these Pcs, and | may be
20 purchased, in memory, | think it was maybe 20 wrong about that, but some of these pcs that
21 April of 2000. 1 know it wasin the spring of 21 we're replacing next year will be seven years
22 2000, | guess the month really doesn’t matter. 22 old. Soyou know, that kind of speaks to how
23 By the time these things are replaced, they’ll 23 we try to manage these things and try to get
24 be into their fifth year of service and, you 24 extralife out of them. I'm not certain that
25 know, based on my experience and based on what 25 thereisan RFI on that now actualy, but |
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1 can check that. 1 Newfoundland and Labrador Hydro asked some
2 Q. Okay. 2 details of this, and | wonder if we could go
3 MR. COLLINS: 3 to NLH-84. Okay. Soyou'vegot alist there
4 Al know at thetop--sorry, it'sgone off the 4 of the servers that are being replaced,
5 screen. Back to PuB-102, Colleen, please. 5 correct?
6 Those IBM300 PL desktop PCs, that first line, 6 MR. COLLINS:
7 of 233 MHz machines, 25 being retired next 7 A Yes
8 year. Those were purchased in 1998. So you 8 Q. Okay, and you'vegota Prosignia500 and a
9 know, that’'s certainly the flavour of our 9 Proliant 800.
10 fleet, so to speak, that we're trying to--you 10 MR. COLLINS:
11 know, that we need to get rid of. 11 A. That'scorrect.
12 Q. Okay. Onefina area, sowe'reon schedule, 12 Q. Okay. And the Prosignia 500, which is
13 which is your shared server infrastructure. 13 quantity of one, is eight years old?
14 We're back into the Volume 4, Information 14 MR. COLLINS:
15 Systems, Appendix 5. Okay, this Appendix 5. 15 A.Yes.
16 Yes, therewe go. Okay, your shared server 16 Q. And that's 150 MHz machine? lsn't that
17 infrastructure, total budget of $644,000. 17 correct?
18 Project involves the addition, upgrade and 18 MR. COLLINS:
19 replacement of computer hardware components, |19  A. Subject to check, but that'swhat my memory
20 related technology associated with the 20 tells me, Mr. Kennedy.
21 Company’s shared server infrastructure, and 21 Q. Okay. Soareyou using it at anything other
22 then you have a lengthy description of our 22 than doorstop then?
23 operating experience to date, and then you 23 MR. COLLINS:
24 providejustification, and the benefits as 24 A.Whenl sawitin thetable, | wondered the
25 well. All right. We asked some--actually 25 same thing, Mr. Kennedy.
Page 111 Page 112
1 Q. Okay. Youdon't know what’s running on that, 1 800, if memory serves me, was not just
2 do you, if anything, other than mice? 2 dedicated to a 450 MHz. So they could be 450.
3 MR.COLLINS: 3 They could be lower. They could be higher.
4 A Off thetop of my head, | honestly can't tell 4 So | don’t want to make the assumption that
5 you. | may have anote onit, if you want me 5 Proliant 800 means 450 MHz here.
6 to just have a quick look? 6 Q. Fair enough. Butyou'rereplacing three of
7 Q. That's a more facetious question. The 7 these. They’re seven years old, correct?
8 Proliant 800, that’'s a 450, | understand? 8 MR. COLLINS:
9 MR. COLLINS: 9 A.Yes
10 A.I’'mjustgoingtojust double check my notes 10 Q. Okay. Andthen thenext two are Proliant
11 here. 11 3000s, and two of which are six years old and
12 Q. Sure. 12 two of which arefiveyearsold, and you're
13 MR. COLLINS: 13 replacing them as well, correct?
14 A. These processors change several times ayear, 14 MR. COLLINS:
15 so sometimes | can look at the year and tell 15  A. Correct.
16 you what the processor was, but you know, not 16 Q. Okay. Solet’sjust go to NLH-86, and NLH-86
17 inthiscase. No, actually, Mr. Kennedy, | 17 provides what you’ re replacing these with, as
18 don’'t have--1 don’t know if that'sa 450 or 18 proposed under your budget, correct?
19 not. 19 MR. COLLINS:
20 Q.Okay. | thinkit'sa450and it'sactually 20  A.Not technically correct. What we do iswhen
21 marked as retired when you pull it up on the 21 we buy--just like whenwe buy pcsand we
22 internet. Andyou're replacing three of 22 cascade the pcs around to various users
23 those, correct? 23 throughout the Company, and what | mean by
24 MR. COLLINS: 24 that is that when we buy a brand new pc, that
25  A.Actudly, I think, Mr. Kennedy, the Proliant 25 new PC will go to the user or the employer
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Page 113 Page 114
1 MR. COLLINS: 1 and then the three Proliant 800, and then the
2 that needs it. So if they’ve got a very 2 four servers that you got listed at 25,000
3 intensive processor, needs lots of memory 3 each would, | guess, presumably replace the
4 application, they’ll get that PC. The PC that 4 four Proliant 3000s that you' re replacing. Is
5 comes off their desk, goes to another person 5 that correct?
6 who doesn’'t need asmuch. Andyou know, 6 MR. COLLINS:
7 frankly, I think I'm at the end of theline. 7  A.No, that's not correct.
8 My Pcisamost five years old that | have on 8 Q. lguesstheissueis that these four servers
9 my desk. But, soit’snot technicaly true 9 that you're purchasing for $25,000 each, do
10 that the servers that we're buying, as listed 10 you know how they would compare with the four
11 in NLH-86, will replacethe onesthat are 11 Proliant 3000s that you're replacing, in the
12 showing up in NLH-84 because we do a lot of 12 sense of -
13 cascading, Mr. Kennedy, so what would end up 13 MR. COLLINS:
14 on these servers at the end of the day, that 14 A. Processor speed and that sort of thing?
15 still has to be worked out. 15 (11:45am.)
16 Q. Okay. 16 Q. Yes. Multipleis better, would you agree with
17 MR. COLLINS: 17 me?
18  A. Sothere' s serversfalling off the end of the 18 MR. COLLINS:
19 table, so to speak, and we got to juggle some 19 A. Every multipleis better to something from six
20 things around. 20 Or seven years ago.
21 Q. Okay. Thereason | ask is because you've got 21 Q. Sixor sevenyears ago. Soif wetook a
22 proposed ten blade servers and then four 22 ballpark that the ones that you' re buying or
23 serversthere and | took it that the ten blade 23 proposing to buy are four times better than
24 serverswere being used to replace the four 24 the ones that you're replacing or that are
25 servers, the Prosignia, the one Prosignia 500 25 getting bumped off the end of the shelf?
Page 115 Page 116
1 MR. COLLINS: 1 A.Whenyou say thefour I'm replacing, what
2 Al can't put anumber on it, Mr. Kennedy. 2 reference are you -
3 Four, it could be eight times. There'sso 3  Q Wadl,I'musing the Proliant 3000, the best
4 much change--you got to look at more than just 4 ones that you have there that you're
5 the processor speed. So if you have a 200 MHz 5 replacing.
6 processor and you compare that to an 800 MHz 6 MR. COLLINS:
7 processor, you can't say that that’s four 7 A.What | said though is that those four servers
8 timesfaster becausethere’'s so many other 8 will not necessarily replace those ones that
9 components in a computer like the speed of the 9 are being retired.
10 memory or the speed of the hard drive that 10 Q. No, but your overall server capacity as to
11 aso factor into the improvement.  So to say 11 your entire network infrastructure isbeing -
12 it's four times is really an over- 12 MR. COLLINS:
13 simplification, Mr. Kennedy. 13 A. Server infrastructure, yes.
14 Q. Okay. | wasjust trying to get a sense though 14 Q.- infrastructure is being improved?
15 that if you'relosing these four old servers 15 MR. COLLINS:
16 and you're replacing it with four new servers, 16 A.Yes, yes.
17 unlike apPc where it’s dedicated to a person, 17 Q. Andit'sbeing improved, I'd suggest to you,
18 these are shared servers. So you could 18 fairly dramatically by virtue of ten extra
19 ostensibly have, if you hypothetically said 19 blade servers and four new servers at $25,000
20 each new server was four times better than 20 apop, as compared to what you’re retiring.
21 your old server, you'vegot 16 times more 21 In other words, you' re expanding your overall
22 server capacity with these four new servers 22 server, shared server infrastructure
23 than you did with thefour old serversthat 23 dramatically.
24 you're replacing? 24 MR. COLLINS:

A. | don't think we're--1 don't like the word
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1 MR. COLLINS: 1 term that we use. So if aserver isbeing

2 "expand’ | guess because what we're doingis 2 used to provide firewall connect--to protect

3 that--well, the nature of technology is that. 3 your internal network from the internet,

4 I mean, if | could buy the same capacity, as 4 firewall, then we may decide that one of those

5 far as memory and hard disk is concerned, 5 new serversis better served by being set up

6 today as| could last year, | mean, | would be 6 asafirewall or a security box becauseit’s

7 ableto do that. But the nature of buying a 7 new, it would have al these latest

8 new server, Mr. Kennedy, it just automatically 8 enhancements and intuitively, more secure. So

9 comes with all this stuff. 9 | can't really--I think, Mr. Kennedy, what I'm
10 Q. Sure. 10 struggling with is that you' re making it sound
11 MR. COLLINS: 11 very simple, and I’'m having a hard time
12 A. Right. 12 agreeing withit. That'sall.
13 Q. Butitcould bethat oneor two new servers 13 Q. Fair enough. That'sall the questions | have,
14 would replace the server capacity that you're 14 Chair, Commissioners. Thank you very much,
15 losing by virtue of retiring these old 15 Mr. Collins and Mulcahy.
16 servers. 16 MR.COLLINS:
17 MR. COLLINS: 17 A. Okay.
18  A.l guess hypothetically, I'd agree with you, 18 Q. Four minutes over time, | would point out.
19 yes. | think what I’'m struggling with a bit 19 CHAIRMAN:
20 here isthat once we, you know--we have to get 20 Q. Thank you, Mr. Kennedy. Commissioner Powell?
21 down to some detailed planning. If or when we 21 MS. NEWMAN:
22 get approval certainly for this expenditure, 22 Q.ldon't know if Newfoundland Power has any
23 then the real detailed planning starts. 23 questionsfor redirect before we goto put
24 There'sa lot of work that hasto go into 24 questions.
25 bumping servers around or cascading is the 25 MR.MYLES:

Page 119 Page 120

1 Q.| haveonequestion | think I’m going to ask 1 COMMISSIONER POWELL:

2 asaresult of that last discussion on server 2 Q. Thank you, Chair. Good morning.

3 cascading that may help clarify the point, 3 MR. MULCAHY:

4 possibly only for myself. Mr. Callins, in the 4 A. Good morning.

5 cascading process, if | can set up a 5 MR. COLLINS:

6 hypothetical food chain, the new oneswould 6 A. Good morning.

7 come in at the top and the ones that are being 7 Q. Lega counsel, hewasjust trying to make it

8 retired are at the bottom and they’ re the ones 8 simplefor the panel. Hewasn't tryingto

9 that fall off thetable according. So the 9 confuseyou, I'msure. | have just acouple
10 concept of replacement, it would seem that the 10 of questions. Technology, | think there’sno
11 onesthat comein at the top replace the ones 11 question that it's been a big boom for
12 that are currently at the top. And sothe 12 utilities, like all of us, but in your
13 ones that are being bumped would be--and then 13 business, with all the data you collect, both
14 the other RFI, you' re taking out six and seven 14 from the operations system and then serving
15 and five-year-old servers and they'd be 15 your customers. We have two utilitiesin the
16 replaced with four-year-old servers? 16 province, Hydro, and I've sat here and
17 MR. COLLINS: 17 listened to presentations from their staff
18 A. That’scorrect. 18 looking for approval for capital expenditures
19 Q. Sothat’s how the cascading works, isit not? 19 on various things. In their last rate
20 MR. COLLINS: 20 hearing, therewas alot of discussion that
21 A.Yes, that's correct, and that allowsus to 21 they had chosen for their operating system
22 extend the life of the asset in that regard. 22 called 0 Edwards, aglobal name for alot of
23 Q. That’smy only question. 23 applications, and they were implementing that.
24 CHAIRMAN: 24 They had spent quite a few dollars
25 Q. Thank you, Mr. Myles. Commissioner Powell? 25 investigating it and quite afew dollars
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1 COMMISSIONER POWELL: 1 not at the application sharing level.
2 putting in all the various components, 2 Q. Have you seenany opportunities to share
3 including human resource management and 3 applications?
4 successions, bells and whistles for internal, 4 MR. COLLINS:
5 as much as serving customers. What 5 A. Not to share applications, and when I--if what
6 interaction does Newfoundland Power have with 6 you mean by share is that we' re using the same
7 Hydro to see where they’ re going and to see if 7 one together, we haven't seen any opportunity
8 there are things that can be shared, used or 8 for that in our discussions. One thing though
9 experiencesthat may have been good or bad 9 that we did learn wasthat the way we deploy
10 that would complement each other. 10 software--so with our 600 PCs scattered across
11 MR. COLLINS: 11 the province, we implemented some software a
12 A. Mr. Powell, persondly, I meet with my 12 number of years ago, four or five years ago,
13 counterpart at Hydro, try to get there a 13 that allows us to send or deploy software
14 couple of times a year. My staff, my 14 centrally. Sowedon't havetosend anIT
15 directors on servers and Pcs and on 15 person tothe desk toput on apiece of
16 applicationswould get together as well, as 16 software. We can do it from St. John’s and
17 many times a year, and have a discussion about 17 that person in Corner Brook, that PC will get
18 their particular applications, you know, talk 18 the software upgrade. And | know Newfoundland
19 about what they’re hoping to do. We'll talk 19 and Labrador Hydro talked extensively with us
20 about what we're hoping to do and our 20 about what we were doing thereand | think
21 practices. Andwe dotry to get together 21 they actually ended up purchasing the same
22 mainly to learn about each other's 22 software for themselves and spoke alot to our
23 experiences, so that wedon't fal into the 23 staff about how we're using it and that sort
24 same, you know, pitfallskind of thing. So 24 of thing. So that’s the example that comes to
25 it's very knowledge sharing at that level, but 25 mind for me.
Page 123 Page 124
1 Q.Butoneof theissueswith computers, and | 1 of view, | think it's a couple of yearsago |
2 think you mentioned earlier talking, isthe 2 had an opportunity to visit your customer
3 ability to speak to each other. So even 3 centre and | was impressed. | thought it was
4 though there’s, at thispoint intime, no 4 fairly sophisticated and | was quite intrigued
5 compatibility, wouldn’t you agree that as you 5 by how well it operated and | remember talking
6 look forward and as things change, it would be 6 to one of the managers there and my question
7 sort of important that you both at least 7 to him was, you know, "how did you get this?"
8 learning the same language so in case there's 8 because it seemed to be fairly sophisticated,
9 an opportunity to communicate, you'd be able 9 and | was more interested, curiosity, how it
10 to connect? 10 got built, and he gave me the 20,000 foot
11 MR. COLLINS: 11 view, how you arrived at that particular
12 A. Certainly, and | mean, that's why we want to 12 situation, and | think, if my memory served me
13 continue to keep our meetings going, to 13 correct, he actually said you eventually got
14 understand where we--you know, where they want 14 it from acompany in San Diego.
15 to go with their technology investments, where 15 MR. COLLINS:
16 we' re going with our technology investments, 16 A.Yes, Agpect.
17 and if there’'s away that we can, you know, go 17 Q. Yes. And one of the things that he had
18 like thisat some pointin time, whether 18 mentioned to me, if | remember the
19 that'sto get in on a-—-instead of buying, in 19 conversation right, wasthe reason why he'd
20 our casg, 100 or 9 pcs and they need to buy 20 choosethat company wasthat gaveyou the
21 some Pcs, maybe we can get some bulk purchase 21 ability to control your own destiny. You're
22 going that gets a discount for everybody. 22 ableto make changes and things as you grew
23 Those are the kinds of discussions that we' ve 23 and asthings changed alongthe way, you
24 had. 24 weren't locked into a situation that you woke
25 Q. Oneof the areas, again just from alay point 25 up one morning and found out that the company
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1 COMMISSIONER POWELL: 1 Q. But you don't know if there's been any
2 had gone, whatever. So that interested me 2 discussions  about--because  obviously
3 because that was forward thinking. Now | 3 Newfoundland Power, they’ ve had it for awhile
4 guess two questions. | presume you still have 4 and it's likeany application, there's a
5 that capacity that you can run it yourself. 5 learning curve and we all make--we all get
6 You'renot totally--if the company that you 6 down the wrong path every now and then, so
7 originally have been dealing with does go, you 7 need to reinvent the wheel. Y ou don’t know if
8 still have control of your own destiny, and 8 there’sbeen any discussionswith Hydro, in
9 Hydro, from what | can understand, they’'re 9 terms of being able to marry that application
10 looking downthe road. They havea much 10 into their system?
11 smaller retail customer base than Newfoundland |11 MR. COLLINS:
12 Power. Again, from alayperson, | didn’'t see 12 A. |l certainly haven't had any discussions.
13 awhole lot of missing bellsand whistles. 13 MR. MULCAHY:
14 And so it would seem to me as something that-- 14 A.I'mnot aware of any that have occurred.
15 shared is probably not theright word, but 15 Q. You mentioned about bill design, and | guess|
16 some integration of the customer service. So 16 don't think your cEowent off and did that
17 am | correct in my assumption of your ability 17 because | made a complaint to him, but | guess
18 to manage that on a go-forward basis and the 18 it'sbeen a couple of years since we' ve had
19 compatibility that should be there for Hydro? 19 the Board meet on a--used to meet on aregular
20 MR. COLLINS: 20 basis with the management of the utilities and
21  A.That's my understanding as well, Mr. Powell. 21 probably the only one we had with Newfoundland
22 Certainly, you know, from a technology pure 22 Power that | attended, | passed on a complaint
23 perspective, there will be nothing that should 23 that my father-in-law had that he couldn’t
24 get inthe way of that. 1t would not be a 24 read hisbills from Newfoundland Power. He
25 technology issue. 25 was on the monthly payment, and there was some
Page 127 Page 128
1 question that an accountant, they’ ve got to go 1 you know, the same people sometimes. But in
2 up and down. Newfoundland Light and Power are 2 the case of, you know, the way we have to
3 going that way. And he explained some of the 3 manage those 600 PCs, they’re alot easier for
4 problems and they were looking intoit. So 4 us to manageif they all have the same version
5 you got my support in that software. You're 5 of software on them. So right away, you know,
6 going to upgrade your softwareinall, you 6 it makes sense to usto have everything all
7 said 597 computers. Software upgrade, one of 7 the same version, so that when our help desk
8 the problems | run into when | upgrade my 8 getsacall, they know what’ s on the machine.
9 software is that, that’s great, and then the 9 From what we can tell at this point in time,
10 next week | got to goback and complain 10 wewould haveto upgrade the hardware asa
1 something’s not working and they say, "oh yes, 1 result of these software upgrades.
12 now you got to buy more hardware because you 12 Q. Thecodt, | don't havethe figure here, |
13 don’'t have the space." And so it’s sort of -- 13 think it was $40 or $50,000.00, we'll cal it,
14 it seems like somebody’s pushing or pulling. 14 database development and you were talking
15 I’'m not sure what' s going on, but would it be 15 about running the softwareto seek--get the
16 required to put upgraded software in all your 16 bugs out and seek compatibility. When | was
17 597 computers that you have or are you going 17 listening to your answer, | was sort of
18 to run into a situation that half of them, you 18 thinking to myself that on an ongoing basis,
19 may have to replace them? Because aswe see 19 isn't that like within your department there’s
20 there, you have different levels. 20 people alwayslooking for the mistake that’s
21 MR.COLLINS: 21 going to happen before it happens, in terms of
22 A.lIt'scertainly a balance that, you know, we 22 compatibility, because my understanding you
23 need to keepin perspective because you're 23 can run it athousand times, but there’' s some
24 absolutely right, sometimes | wonder if these 24 where there' s alittle niche in the system for
25 hardware and software vendors are actualy, 25 the thousand and one time and you got to get
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1 COMMISSIONER POWELL: 1 nothing to do because everything works well.
2 there before he gets or she getsthere. So 2 | mean, isn't that the ultimate aim, sort of
3 wouldn’t that be anormal operating thing of 3 thing, like a lot of these enhancements and
4 the IT department, as opposed to a capital 4 things you' re talking about putting in is that
5 item? 5 -
6 MR. COLLINS: 6 MR. COLLINS:
7 Q. We--there’ s an operating component to it, but 7 A.Sometimes| feel it'slikewe're, you know,
8 specific to this $56,000.00 expenditure, it's 8 we' re the rabbit with the foxes behind us.
9 about when we buy--I can’t remember the pieces 9 Q. lrealizethat and you've still away to go,
10 of software that we're speaking about in the 10 but wouldn't that be the scenario?
11 56,000, but | guessjust speak in general 11 MR. COLLINS:
12 terms about it, we look at the ability to be 12 A. That would certainly be--that would be heaven,
13 able to do those sorts of things, as you speak 13 for me as amanager, | think isthe best way
14 about, testing at athousand different waysin 14 to describe it.
15 the process of upgrading to make the asset 15 Q. Thereason why | say that because thelegal
16 better and make it last longer. That whole 16 counsel and one of the challengesfor us,
17 process around that, we feel, isa capital 17 least cogt, reliability and trying to quantify
18 investment. 18 costs, but sometimes thereis acertain cost
19 Q.One fina comment, listening to your 19 because you have staff, like | say, like the
20 discussion and | thought it was quite good and 20 Maytag repairman, he or she issitting there
21 the presentation. Would it be fair for me to 21 and the beauty--the system doesnot need it
22 look upon your department as the ultimate aim 22 because everything works well, but at the same
23 would be to create, what | call the Maytag 23 time you’ ve got to have them, and so some type
24 repair person type scenario, having everything 24 of these enhancementsare looked on that
25 working so well, you're sitting around, 25 perspective being the--to keep you from not
Page 131 Page 132
1 having everything to do? 1 the cssthe only function of Newfoundland
2 MR. MULCAHY: 2 Power that’s dependent on that particular
3 A.lthink maybeif | can speak to that briefly, 3 system?
4 | think really what you're getting at isa 4 MR. COLLINS:
5 balance and yes, that would be utopia that you 5 A.Strictly speaking, no, from a technical
6 have an IT department that either you didn’t 6 perspective, no. What we have certainly isa
7 need or wasn’t doing much work. And | guess 7 csssystem, but as of today, the meter system,
8 what you don’'t see here are things that aren’t 8 so we have a database for tracking all of our
9 being done because we don't think that they 9 meters that are installed on houses and
10 aregoing to get usthere, or that they are 10 commercia buildings and so on, but that
11 too expensive to bring forward. And soin 11 database is on css but--sorry, on open BMS but
12 terms of how do you make that assessment, it's 12 because it’s so linked directly to css, we' ve
13 a constant balancing act and | think Mr. 13 left it there for now, but it’'sjust adata
14 Collinsreferred to it several times through 14 repository, really, asfar as cssis concerned
15 his examination, and so | don’t think thisis 15 and street lights is another example, Mr.
16 getting us to the Maytag repairman situation, 16 Finn.
17 | think we're going out and we're fixing and 17 Q. Okay, sogiven that, you know, there are
18 we're upgrading, we're creating enhancements 18 obvioudly, as you say, other functions that
19 that will help us do our job better. But | 19 are somewhat dependent on it, isit possible
20 don’'t see them as being the end of . 20 to oris itinevitable that youwould be
21 Q. That'sall my questions, Chair. 21 moving to another system as such? | mean, |
22 CHAIRMAN: 22 know you’ re making enhancements, as you say in
23 Q. ljusthave afew, gentlemen. Mr. Collins, 23 your pre-file, look for opportunities to make
24 with regards to the--1 want to make surel 24 the cssless dependant on the open BMS system,
25 understand about the open BMSsystem andis 25 soisit possible that you would end up, you
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1 COMMISSIONER POWELL: 1 aswell that given that the BMS, open BMS, you
2 know, with a number of enhancements eventually | 2 know, might only go to 2008 or 2011, you know,
3 whereby you wouldn’'t be dependant on one 3 you'relooking at the enhancements having to
4 system at all or - 4 have a short payback period, but you also note
5 MR. COLLINS: 5 that in your analysis of what upgrades you
6 A.ldon'tforeseethat happening. | think the 6 were going to have, that those analyses
7 last counter is 2.5 million lines of 7 weren't made solely on economic analysis, so
8 programming code in that system, and | don’t 8 given that they're not solely on economic
9 think we could ever make enough small 9 anadysis, how do you assessor judge the
10 enhancements to move things off to completely 10 payback period?
11 get away from it. That'smy senseof it 11 MR. COLLINS:
12 really, Mr. Finn, from talking to the people 12 Q.| guesswhat we dois, you know, we look at
13 that really know the system inside out. 13 the effort it would take to actually, to make
14 There's some, you know, the billing 14 the change, to make the enhancement. If
15 functionality that’sinherent in that system 15 that's going to be into the 200, 300,
16 is something that, you know, you’re not going 16 $400,000.00 range, | mean, that's something
17 to be able to make a small enhancement toin 17 that | believe wereally need to do an
18 order to moveit off. 18 economic analysisof. The customer systems,
19 Q. Soyou're awaysgoing to be dependant, to 19 the customer service enhancements that you see
20 some extent, on one system or another, whether 20 in application enhancements are actually--
21 it's open BMS or some other system? 21 whileit totals 215, there'sthree smaller
22 MR. COLLINS: 22 totalsin there for 98,000; 36, which Mr.
23 A. That'scorrect. 23 Kennedy pointed out isrelated tothe AMR
24 Q. With regard to some of the enhancements that 24 piece, and 74. So wefed that, you know,
25 were discussed and you note in your pre-filed 25 those kinds of dollars, given wherethelife
Page 135 Page 136
1 of cssis, aswe know it today, we would get 1 acquiring but aren't covered under the
2 payback on those. 2 Microsoft Enterprise Agreement, but you are
3 Q. Butare you suggesting, therefore, that you 3 getting adiscount on them because you're
4 have a certain dollar level that if it goes to 4 entering into that particular agreement or
5 exceed that, you would do a cost benefit 5 looking to enter into it, is the discount only
6 analysis, notwithstanding that the particular 6 applicable to, you know, the initia
7 program has benefits other than totally cost 7 acquisition or do you get discounts on
8 related benefits? 8 upgrades of those as well as you go along
9 MR.COLLINS: 9 during the life of the agreement?
10 A. Right, in the case of--1 guessin the case of 10 MR. COLLINS:
11 css, if | was to come before the Board with an 11 A. Upgradesaswell.
12 enhancement, a specific enhancement that was 12 (12:11 p.m.)
13 into the quarter of amillion dollar range, 13 Q. Now| just havea fina question, | guess,
14 you know, and knowing that the issue for open 14 with regard to the--these Dell laptops that
15 BMShasn't gone away, I'd certainly want to 15 were raised by Mr. Kennedy and you were
16 put something before the Board to give it 16 indicating that industry indicates that if you
17 comfort that, you know, that $250,000.00 17 get four years out of, you know, from a
18 enhancement, specific enhancement, is - 18 computer from alaptop of this nature, you're
19 Q. Areyou saying $250,000.00 is that level? 19 lucky and you people have been getting, you
20 MR. COLLINS: 20 know, five and some of them are abit older,
21  A.That's-wedon’'t have apolicy onit, | guess, 21 but given that you've indicated that the
22 Commissioner Finn, but that’ skind of wheremy |22 laptops are performing well, abeita bit
23 thinking ison it. 23 slow, but obviously not prohibitively slow,
24 Q. With regard to the additional software 24 the fact that you've gotten five years,
25 programs that aren’t covered, that you're 25 wouldn’t you just consider, you know, yourself
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1 COMMISSIONER POWELL: 1 took almost 20 seconds for that to come up on
2 lucky and keep using them if they’re not, if 2 the screen and for anewer laptop, it was
3 they’'re not outdatedin that sense? |If 3 about 5 seconds. So that’sjust to get it to
4 they’re doing the job and they’ re performing 4 come up on thescreen. To beable to work
5 the work, well notwithstanding that they're 5 with the diagram and make changes, manipulate
6 fiveyearsold, why would you still want to 6 it, that sort of thing, you know, with a newer
7 replace them? 7 laptop--the 500 megahertz Dell 1aptops don’t
8 MR. COLLINS: 8 seem to be performing the function. So we did
9 A.ldon'tthink we--1 certainly didn’'t meanto 9 more than just a, obviously just ahow old is
10 leave the impression with the Board that we 10 it analysis, we look at things like, you know,
11 kind of look at a, you know, four year or five 11 how many problems have we had with the Dell
12 year cutoff. We look at closely what the 12 laptop since we bought them four years ago?
13 machines are being used for. In this 13 Have they been performing well over its
14 particular case, you know, the technicians are 14 lifetime? And again, we look at the nature of
15 using these machines, they would have been 15 the software that’s being used on those and
16 cascaded through the--since they were bought, 16 can they be actually cascaded to somebody else
17 you know, and | would say that the technicians 17 in the organization before we send it out the
18 probably weren't the first people to use those 18 door.
19 machines when they came in the door, but | had 19 Q. All right, so you're suggesting that, you
20 my staff actually run alittletest on this 20 know, these particular laptops aren’t being
21 AutoCad Lt. package on the Dell laptop verses 21 retired simply because they were a bit slower?
22 a newer laptop, one that we would have 22 MR. COLLINS:
23 purchases, | guessin 2003, and for a standard 23  A.Right. Like, it'snot just based on that.
24 diagram, like afeeder single line diagram, 24 What it'sbased on, it's several factors.
25 something that the technicians work with, it 25 It'sabit slower -
Page 139 Page 140
1 Q. Becausethat’s what, you know, that's what 1 lot of judgment involved.
2 your evidence appears to be saying, you know, 2 (12:15 p.m.)
3 and | have some concern with that, | think. 3 Q. All right, thank you. Anything arising
4 MR. COLLINS: 4 gentlemen?
5 A.Ohyeah, no, not that it’sa bit slower, there 5 MR. MYLES:
6 aresevera factorsthat go intoit. It's 6 Q.| have no questions, thank you, Mr. Chair.
7 what software--whois using them and what 7 MR. KENNEDY:
8 software are they using, how are they 8 Q. Nothing arising, Chair.
9 performing, so itisslow, isit okay, the 9 CHAIRMAN:
10 age, of course, isafactor and so when we get 10 Q. Mr. Young?
11 together and we decide, you know, what isit 11 MR. YOUNG:
12 about our 606 pcs that we think we may need to 12 Q. Nothing arising, thank you.
13 replace next year. Those Dells were--made the 13 CHAIRMAN:
14 list. 1 cantell you, Mr. Finn, that 109 Pcs 14 Q. Mr. Kennedy?
15 which included those Dells, was not the first 15 MR. KENNEDY:
16 cut, | think there might have been around 150 16 Q. Nothing arising, Chair.
17 pcs and we had Dell 733 megahertz machinesin |17 CHAIRMAN:
18 there, and | actually have one on my desk and 18 Q. Well, it'snot quite 12:30, | wondering where
19 | dofind it alittle bit Slow opening up when 19 we stand now with the next panel and how long
20 I’m searching for RFIs and that sort of thing, 20 that may be going to take.
21 it'sabit dow, but | said, you know, that my 21 MR.MYLES:
22 decision before putting this before the Board 22 Q. Well what we had discussed at the last break
23 that Dell 733 megahertz machines, we can get 23 waswe thought it might be appropriate to
24 at least another year out of those, so those 24 break after this panel and go for 10 or 15 or
25 came off. So, you know, there's certainly a 25 20 minutes. My direct examination of the next
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1 MR.MYLES: 1 (BREAK - 12:17P.M.)

2 panel is in the sub ten minute range. | 2 (RESUMED - 12:54 p.m.)

3 understand from Mr. Y oung he only has several 3 CHAIRMAN:

4 questions. How long that will take, | don’t 4 Q. Perhapsjust for the record you can introduce

5 know, and then there’s Mr. Kennedy. And my 5 the Panel?

6 sensewas that if we were to break now and 6 MR.MYLES:

7 have abit, then we might be ableto just go 7  Q.Yes, thank you, Mr. Chairman. The first

8 straight to the finish. But we have to make a 8 person closest to you, Mr. Barry Perry, Chief

9 judgment call. 9 Financial Officer of the Company. And beside
10 CHAIRMAN: 10 him is LisaHutchens, who is Manager of
11 Q. What are you suggesting would be an 11 Finance. And they are thethird and final
12 appropriate length of time for the break? 12 Panel.

13 MR. MYLES: 13 CHAIRMAN:

14 Q. Wadl for ourselves, twenty minutes or 14 Q. Okay.

15 something likethat, but it's purely what 15 MR. BARRY PERRY (SWORN)

16 everyone else wants to do. 16 MS. LISA HUTCHENS (SWORN)

17 CHAIRMAN: 17 Q. Thank you. Mr. Myles?

18 Q. Well perhapswe'll break for half an hour. 18 MR. MYLES:

19 MR. MYLES: 19 Q. Thank you. Ms. Hutchens, could you please

20 Q. If youwant to break for lunch, we could do 20 state your name, position and what you are

21 that aswell. 21 testifying on today?

22 CHAIRMAN: 22 MS.HUTCHENS:

23 Q. We'll take a half an hour break then and then 23 A.Yes, | can. Good morning--good afternoon, |

24 recommence. Thank you, Mr. Mulcahy and Mr. 24 should say. My nameis LisaHutchensand | am

25 Callins. 25 the Manager of Finance for Newfoundland Power.
Page 143 Page 144

1 And I’'m here to testify today on the Company’s 1 calculation is of the 2002 average rate base

2 2002 rate base. 2 is in accordance with previous orders and

3 Q. And, Ms. Hutchens, do you adopt your pre-filed 3 practices of thisBoard. And I'll also point

4 testimony? 4 the Board, as well, to information item No. 1,

5 MS. HUTCHENS: 5 which was thefinancial consultant’s report

6 A.Yes | do. 6 filed by Grant Thornton that also indicated

7 Q. Mr. Perry, canyou please state your name, 7 that the 2002 average rate base isaccurate

8 position and what you are testifying on today? 8 and in accordance with Board orders.

9 MR. PERRY: 9 Q. Thank you, Ms. Hutchens. Could you please
10 A.MynameisBarry Perry, and I'm Vice-President |10 review for the Board the Company’s average
11 Finance, Chief Financia Officer of 11 rate base of $573,337,000 for 20027
12 Newfoundland Power. | will be testifying on 12 MS. HUTCHENS:

13 changesin the Newfoundland Power deferred 13  A.Yes | can. ScheduleD you will see ison

14 charges and plansfor financing its 2004 14 your screen, and that isthe calculation of

15 capital budget. 15 the Company’s 2002 average rate base. At the
16 Q. Mr. Perry, do you adopt your pre-filed 16 bottom of the first column of numbers you see
17 testimony? 17 the Company’s 2001 average rate base of
18 MR. PERRY: 18 $545,162,000. Thisrate base was approved as
19 A.Yes | do. 19 part of the Company’s 2003 capital budget
20 Q.Ms. Hutchens, have you supervised the 20 application in order P.U. 36 (2002, 2003).

21 calculation of the 2002 averagerate base 21 Thisfigure becomes a starting point for the
22 shown in Schedule D of the Application, which 22 Company’s 2002 average rate base calculation.
23 can befound in Volume 1? 23 At the bottom of the second column you

24 MS. HUTCHENS: 24 see the 2002 average rate base of $573,337,000
25 A.Yes | have. And | can confirmthat the 25 that we are requesting be approved. The two
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1 MS. HUTCHENS: 1 of capital assets of $19,788,000 is deducted.
2 main factorsthat influence the Company’s 2 The weather normalization reserve of
3 average rate base are depreciation and capital 3 $10,919,000 which represents funds owed by
4 expenditures. The Company’'s capital 4 customers to the Company is added back.
5 expendituresincrease rate base. The Board 5 Contributions for country homes, the next sort
6 approves these expenditures annually through 6 of text line on the left-hand side of $570,000
7 the capital budget process. Depreciation 7 isadded back. Thisfigure represents the
8 reduces the rate base. The Board approves the 8 unpaid portion of the $19 million
9 depreciation rates and methodologies used by 9 contributionsin aid of construction figure
10 the Company every fiveyears. Thelast time 10 above. Customers do pay us for those
11 this occurred was earlier this year as part of 11 contributions over time payment plans from
12 the Company’s general rate application when 12 time-to-time.
13 the rateswere approved inorder P.U. 19 13 And finaly, the second and third-last
14 (2003). 14 line, a cash working capital allowance, any
15 Looking at Schedule D you can see on the 15 materials and supplies allowance. The cash
16 top line that the plant investment of one 16 working capital alowanceis $4,712,000 and
17 billion, five million, 674 thousand is a 17 the materials and supplies alowance of
18 starting point for the 2002 average rate base. 18 $3,512,000, which require for the--which allow
19 From this total accumulated depreciation on 19 for the working capital inventory required to
20 the second line of $420,736,000 is deducted. 20 provide service to the Company’ s customersis
21 Other smaller factors are then considered in 21 also added to rate base. All of these factors
22 the average rate base calculation. 22 are calculated in accordance with Board
23 Coming down the page on Schedule D, 23 orders.
24 contributionsin aid of construction which are 24 In the case of the weather normalization
25 funds received from customers towards the cost 25 reserve | will note that the balance of
Page 147 Page 148
1 $10,919,000 has already been approved by the 1 With the exception of the weather
2 Board, asit normally is annual, in order P.U. 2 normalization account, there have been no
3 22 (2003). All of these components taken 3 changesin theforecast deferred chargesfor
4 together combine to produce the average rate 4 2003 and 2004 from those presented in the
5 base for 2002 of $573,337,000. 5 Company’s 2003 general rate application. The
6 Q. Thank you, Ms. Hutchens. Mr. Perry, could you 6 changes to the weather normalization account
7 please describe the report  entitled "Changes 7 are afunction of the normal operation of the
8 in Deferred Charges, 2003 - 2004", whichis 8 reserve and reflect the impact of actual
9 contained in Volume 1 of the Application? 9 weather experienced from January to May of
10 MR. PERRY: 10 this year.
11 A.Yes | can. Inorder No. P.U. 19 (2003) the 11 Also as part of theinformation No. 1
12 Board ruled that beginning in 2003 deferred 12 referred to by Ms. Hutchens and filed with the
13 charges were to beincluded in the Company’s 13 Board Grant Thornton has confirmed for the
14 rate base. The Board also ordered the Company 14 Board that forecast average rate base for 2003
15 to file annually with its capital budget 15 and 2004 which include deferred charges are
16 application evidence on changesin deferred 16 calculated correctly in accordance with Board
17 charges. Thereport entitled, "Changes in 17 orders. Grant Thornton also confirmed that
18 Deferred Charges, 2003 - 2004" provides that 18 the information filed by the Company on
19 evidence which isintended to enable the Board 19 deferred charges is consistent with that
20 to assess the prudence of changesin deferred 20 presented in the 2003 genera rate
21 charges on a perspective basis. 21 application.
22 Table 1 on page 1 of the report, whichis 22 . Mr. Perry, the largest deferred chargeisthe
23 shown on the screen, shows the actual deferred 23 deferred pension costs. Could you please
24 charges of the Company for 2002 and the 24 review how this arises?
25 forecast deferred charges for 2003 and 2004.
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1 MR. PERRY: 1 requirements approach a level where the
2 A.Yes, lcan. Pensionfunding and pension 2 Company considers along-term financing to be
3 expense are determined with reference to 3 appropriate, the short-term portion is
4 different criteria. Asa result, the amount 4 replaced with long-term debt. Currently the
5 of pension expense for accounting purposesin 5 Company does not contemplate doing along-term
6 agiven year is different from the pension 6 debt issue until sometime after 2004.
7 funding for that sameyear. The cumulative 7 Q. Thank you. Mr. Perry, yesterday Commissioner
8 differences between pension funding and 8 Powell asked some questions of Mr. Ludlow and
9 pension expense have resulted in the deferred 9 Delaney regarding the incremental efficiency
10 pension assets on the Company’ s balance sheet. 10 at Holyrood in the event that the 15. 4
11 This accounting approach is in accordance with 11 gigawatt hours per year currently generated at
12 Board orders and is compliant with that 12 New Chelsea were instead generated at
13 recommended by the Canadian Ingtitute of 13 Holyrood. Do you have any information that
14 Chartered Accountants. 14 might assist the Board?
15 Q. Mr. Perry, Newfoundland Power is proposing a 15 MR. PERRY:
16 capital budget of $53.9 million for 2004. 16  A.Yes | do. Ijust wanttodiscuss for the
17 Could you please explain to the Board how this 17 Panel how we look at these small hydroelectric
18 capital expenditure will affect the Company’s 18 plantsthat we have. Weevauate capital
19 financing requirements? 19 expenditureson those plantsin relation to
20 MR. PERRY: 20 what’ s called the short run marginal costs of
21  A.Yes | can. Asstatedinour evidence, the 21 running Holyrood. And that information is
22 funds required to finance the Company’s 2004 22 provided to us on afairly regular basis by
23 capital program will come from internally 23 Newfoundland and Labrador Hydro. The current
24 generated cash flow as well as short-term 24 estimate of the cost of running Holyrood, the
25 debt. When the Company’ s short-term borrowing 25 marginal cost of running Holyroodis 5. 13
Page 151 Page 152
1 cents per kilowatt hour. The cost of doing 1 at at what price would oil have to goto, to
2 the New Chelsea plant, for example, is3. 19 2 drive the short run marginal cost of Holyrood
3 cents. So there’s awide margin in those two 3 down to 3.19 cents, just to test the economics
4 numbers. So sayingit another way, we're 4 of our New Chelsea project and all the other
5 about two cents better than running that 5 small projects that we' ve--you know, we have
6 energy through Holyrood at this point-in-time. 6 inthe hydro plant rehabilitation project.
7 Commissioner Powell talked about, well, 7 And that priceis about $18 abarrel for No. 6
8 can Holyrood become more efficient if you're 8 oil over the entirelife of the New Chelsea
9 running more energy through it, | guess, you 9 project. So oil would have to average $18 a
10 know, | think that wasthe essenceof his 10 barrel for 25 to 40 years to make New Chelsea
11 question. And what we'vedoneiswe' velooked |11 equal to running Holyrood.
12 a, inthelast six or seven years, the most 12 So that gives the Board asense of the
13 efficient point that Holyrood ran at, and that 13 economics of the New Chelsea project and
14 point is in 2002 they ran at--they were 14 generally the hydro plant that we have on the
15 getting for every barrel of oil, they were 15 island. Any time you can get a energy on the
16 getting 648 kilowatt hours. So we said, you 16 grid at about three cents a kilowatt hour, you
17 know, what is the short run marginal cost of 17 take that opportunity.
18 Holyrood at its most efficient point in the 18 Just recently Newfoundland Hydro
19 last six or seven years. And that number, in 19 completed its Granite Canal project. The
20 fact, is about 495, 4.95 cents. So even with 20 levelized cost on that project was 5.5 centsa
21 that number of running at the most efficient 21 kilowatt hour. Newfoundland Hydro has entered
22 point, our project in New Chelseaat 3. 19 22 into contracts with the industrial customers
23 centsisavery good project. 23 on theisland recent, Abitibi Consolidated in
24 (1:10 p.m.) 24 Grand Falls at 7.7 cents and the Kruger
25 The other thing we did, actually, islook 25 project, | think, was around 7.8 cents.
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1 MR. PERRY: 1 surethat’s required and I'm just going to

2 So when you put al that in the mix, our 2 bounce this off you. | assume you understand

3 proposal for New Chelseaisabit of asam 3 that if Holyrood--you know, that’s atemporary

4 dunk from an energy cost perspective. That 4 measure for that particular period of time.

5 doesn't take into account anything on 5 But the way Hydro runsits systems essentially

6 capacity, any environmental issues associated 6 if it’s not using Holyrood to provide energy,

7 with running Holyrood. So | just want to give 7 it' s getting it from its hydraulic resources.

8 the Board a perspective of how Newfoundland 8 Y ou probably understand that?

9 Power working with the information that we get 9 MR. PERRY:

10 from Hydro looks at these projects. 10 A.Yes

11 Q. Thank you, Mr. Perry. Does that conclude your 11 Q. Andthenif it has alimitation on the amount

12 remarks? 12 of water, it hasto get it from Holyrood over

13 MR. PERRY: 13 the course of the year that it runs Holyrood?

14  A.Yes, it does. 14 MR. PERRY:

15 Q. Thank you, Mr. Perry. Mr. Chair, | have no 15 A.Yes. Obvioudy Holyrood isintegral to our

16 further questions for this Panel. 16 system.

17 CHAIRMAN: 17 Q. So an average cost or an average efficiency

18 Q. Thank you, Mr. Myles. Mr. Young? 18 might be, perhaps, a sensible number to use

19 MR. YOUNG: 19 becauseit’s energy and not capacity at a

20 Q. Thank you, Mr. Chair. I’'m not going to take 20 particular moment if you're doing your

21 too long, Mr. Perry.  Although the point you 21 projects, correct. So this isasensitivity

22 just raised does bring up afew questions, and 22 analysisissue done, is that the point?

23 | suppose | just want to confirm. The point 23 MR. PERRY:

24 you just talked about at 1ooking at Holyrood 24  A.Absolutely. | wanted to give the Board a

25 at its most efficient loading, 1’m not even 25 sense that the, | believe the 5.13 cent number
Page 155 Page 156

1 is the right number to use as a bench mark, no 1 | don't know if you'vegone through that

2 question about that. But | wanted to deal 2 process, have you?

3 with Commissioner Powell’sissue about, you 3 MR. PERRY:

4 know, running Holyrood more efficiently. If 4 A If | understand Mr. Y oung’ s question, when we

5 that was the case, where doesthe marginal 5 looked at New Chelsea, we looked at the

6 costs go. And, you know, just based on 6 capital costin 2004 plusany extracapital

7 historical operation, if you looked at, you 7 that would come down theline and al the

8 know, the year that Holyrood ranits most 8 operating costs for the plant over the period.

9 efficient because obviously it ran more that 9 That's al in the economic analysis and that’s
10 year, it--you know, we use that scenario and 10 where we get our 3.19 cents. The other hydro
11 we still only marginally got below five cents 11 plant rehabilitation projectsobviously are
12 for the marginal costs. 12 smaller in nature with--you know, justit’'s
13 Q. Yeah, that's our assessment, also. The other 13 very obvious that the paybacks on those
14 point, | suppose, you raise isthat, you know, 14 expenditures are less than oneyear. Sowe
15 when you get anything closeto three cents 15 haven’t gone and put before the Board the
16 power, that’s agood deal. And there’sno 16 detailed economic analysis that we' ve provided
17 argument anywhere, | hope, no argument from 17 for New Chelsea, butit'svery obviousthat
18 anywhere in the province on that one. Just a 18 you could look at every one, look at the hydro
19 point of clarification on that, though. When 19 production from that plant and, you know, the
20 you' re talking about the New Chelsea project, 20 paybacks are less than a year.

21 | take it you'retaking al of those--I mean, 21 Q. That'san interesting point you just raised

22 when you look through the documentation, it’s 22 that actually wasn't my question. When | look
23 broken up in several components. So you're 23 at the New Chelsea project, and | guessif we
24 looking at them as agroup, | assume, to come 24 can call it that, but there are, in asense,

25 up with that figure, not each individual one? 25 Six or seven sub-projects under that. 1'm
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1 MR. YOUNG: 1 plant is, becomes depreciated. | don’'t want

2 just wondering had you looked at any of these 2 to get into a big long discussion on that, but

3 individualy in relation to, for example, the 3 your answer then just sort of threw me.

4 penstock itself isroughly half, lower half. 4 MS. HUTCHENS:

5 Was that evaluated separately on this basis or 5 A.How our plant records work with regards to

6 were they all grouped together? 6 plant, each individual hydro plant, we

7 A. They were all grouped together. We looked at 7 actually track the cost of the plant

8 New Chelsea, the plant is about, by the time 8 separately, so we cantell you, you know,

9 we get toit, maybe 48 years old. It was 9 what’s gone into New Chelsea over the years or
10 built in, you know, 48 years ago at a cost of 10 any other plant, for that matter. On a
11 two and ahalf million dollars. It'sjust 11 depreciation basis, we do just calculate the
12 about fully depreciated on your books. There 12 depreciation expense at ahydro plant group
13 might bea hundred thousand dollars left. 13 level, soit’s not sort of pushed down to the
14 When we got into that plant, we realized that 14 individual accounts. Sowe can't sort of
15 the plant needed a complete overhaul and | 15 calculate an exact number as to what that
16 think it is the best approach to get in there, 16 depreciation is, but you can estimate just,
17 doit upand fix it for another 40 years, 17 you know, it'stwo and ahalf million bucks,
18 that’ s what we' ve done. 18 it was 48 yearsago, you kind of know that
19 Q. You mentioned just now that the plant isjust 19 most of itis-
20 about fully depreciated. | thought there was 20 Q. Fifty-year old hydro plant is probably fully
21 one and I’m not going to be able to find this 21 depreciated, yes, | understand.
22 very quickly, responseto an RFl where you 22 MR. PERRY:
23 indicated that you don’t do depreciation that 23 A. Our composite rate isabout 2.07 percent or
24 way, they’ ve become part of aclass and that 24 something for depreciation, so it’s about 50
25 it' s difficult to determine when a particul ar 25 years, so that leaves -

Page 159 Page 160

1 MS. HUTCHENS: 1 policy accounting -

2 A .Twoyears. 2 MS.HUTCHENS:

3 MR. PERRY; 3 A As a genera rule, there's no specific

4 A Twoyears left, | thinkit worksoutto a 4 materiality limit on capital additions;

5 little over ahundred grand, something like 5 however, obviously the smaller dollar values

6 that. 6 that you get, the less likely that something

7 Q. Okay, sojust to confirm that even though you 7 is, an expenditure is going to add a

8 can make asound judgment based upon those 8 substantial betterment to the plant and would

9 numbers, you couldn’t look the sys. (phonetic) 9 therefore, not qualify as being a capital
10 numbers because of the way you do it by class? 10 expenditure. Having said that, what you tend
11 MR. PERRY: 11 to see and what that table, | think probably
12 A. That’scorrect. 12 indicated, was there's acouple of yearsit
13 Q. Okay, | just have one other question and this 13 was twenty-five bucks and $700.00 in another
14 isone | think that Mr. Ludlow didn’t want to 14 year in another plant, and what that indicates
15 depunt (phonetic) to you and it’s this $25.00 15 isjust alittle bit of carry over or alittle
16 expenditure in 2001, Cape Broyle, andit'sa 16 bit of start at theend of theyear froma
17 couple of years ago, but | just want to use 17 project fromthe prior year. Sowhen we
18 thisas an example. The burning question, 18 closed our books at December 31st, finished
19 obviously, is whether this attracted any IDCs, 19 the projectsin the prior year, there might
20 but | won't get into that. The more important 20 have been a little bit of, you know, an
21 question, | think it was amatter of policy, 21 expense report or a couple of hours to
22 is just whether there is any element in 22 finalize commissioning or something like that,
23 materiality that goesinto the question of 23 that just crept over into the other year.
24 when a particular project gets capitalized. 24 Q.Okay, so that wouldn't be any sort of
25 Andthat’sredly amatter, | think, of the 25 particular unit of property which was
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1 MR. YOUNG: 1 charges, 2003/2004 and | think it's already up
2 accounted for in that way and those other 2 on the screen, yes. And the details of that
3 small figures would be allocations to a 3 deferred pension calculation that shows up
4 particular year because the project wasn't 4 there, the deferred pension costin 2004,
5 completely done within one calendar year, is 5 79,780,000 isover on page 4, so | wonder if
6 that the way it would have worked? 6 wecould just goto that please. Okay, so
7 MS. HUTCHENS: 7 just looking through these, the 2003 forecast
8 A.Itwould beallocationsin that the accounting 8 you were carrying abalance, as of January 1
9 records may not be--there might be alittle 9 of 64,684,000, correct
10 bit of, you know, athousand bucks carried 10 MR. PERRY:
11 over here and there. 11 A. Correct.
12 Q. Okay, soif we were to look at any one 12 Q. Andthen there’'s a current service funding of
13 project, we' d never see numbers that small? 13 3,350,000, so that's the amount that is
14 MS. HUTCHENS: 14 required to keep the plan hopefully current on
15 A. No, that’s correct. 15 the basis of what’'srequired inthe way of
16 Q. Okay, well that clarifiesthat. That'sall 16 pension funding during 2003?
17 the questions | have, thank you. 17 MR. PERRY:
18 CHAIRMAN: 18  A.Yes, it'swhat, | guess what was incurred, the
19 Q. Thank you, Mr. Young. Mr. Kennedy? 19 service incurred by the employee group in
20 MR. KENNEDY: 20 2003.
21 Q. Thank you, Chair, Commissioners. Mr. Perry 21 Q. Right, and the special funding of 7,589,000 is
22 and Ms. Hutchens, | wonder if we can start 22 aspecial contribution, if you will, to the
23 with a discussion on your deferred charges and 23 pension fund to make it whole, based on a
24 specifically the deferred pension assets. And 24 short fall that's been identified by an
25 that’s in Volume 1, changes in deferred 25 actuary?
Page 163 Page 164
1 MR. PERRY: 1 pursuant to PU-36, gone through the process of
2 A ltisthat and it isaso made up of aseries 2 examining the lineitem of your deferred
3 of Board approved orders as well, but you are 3 pension cost being included in your ratebase,
4 right in that we end up--the actuarial report 4 correct?
5 is done every three years and that identifies 5 MR. PERRY:
6 an unfunded position. Thelast time it was 6 A.That'scorrect. We have examined the issue of
7 done, it identified about 28 million of 7 deferred pension cost fairly thoroughly, but
8 unfunded liability and--but over the past sort 8 not as part of ratebase.
9 of couple of decades, the Company has also 9 Q. Right. SolI’mwonderingif we could just have
10 been in front of the Board severa times for 10 alook through this actuarial report so that
11 early retirement programs, the initiation of 11 you can provide some explanation where you can
12 the plan itself back in 1984, | believe, the 12 about how this operates. And probably the
13 Board approved funding amounts. And what we |13 best bet isjust to start with the summary of
14 do iswe make sure that that annual funding 14 resultsfirst, so that we can just get that
15 amount approved by the Board does not exceed 15 30,000 foot view what’s taken place and the
16 what the actuary providesto us every three 16 actuary actually looks at three scenarios,
17 years, so we're never overfunding the plan, so 17 correct, the going concern scenario, the
18 we make sure that we keep that in balance. 18 solvency scenario and the wind up scenario?
19 Q. Okay. Let's gotoPuB-193,if we could and 19 MR. PERRY:
20 PUB-193 has attached to it the full actuarial 20 A. That'scorrect.
21 report and I’'m not sure, Mr. Chair, if it was 21 Q. Andthe onethough that’srelevant for our
22 agood ideato do this after lunch, hunger has 22 purposes or for the purposes of Newfoundland
23 atendency to sharpen your senses and lunch 23 Power booking its pension cost or expense and
24 has a tendency to dull them, but I’m wondering 24 funding requirementsis the going concern
25 thisisthe first timethat we' ve actudly, 25 scenario?

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

Page 161 - Page 164

NL Light & Power 2004 Capital Budget




September 12, 2003

Multi-Page™

Page 165 Page 166
1 MR. PERRY: 1 A. Correct.
2 A.That'scorrect. 2 Q. Okay. All right, I wonder if we could just go
3 Q. All right and as per the summary here that as 3 to page 7 first, and right up towards the
4 of December 31, 1998, which would have been 4 bottom there, thosetwo paragraphsand the
5 the date of your actuary report previousto 5 first paragraph says, "The specia payment and
6 this one, showed an unfunded liability in your 6 experience gains during 1999 and 2000 have
7 pension plan of 19,291,0007? 7 completely eliminated the existing unfunded
8 MR. PERRY: 8 liability." So | gather from that, that the
9 A. That'scorrect. 9 Company would have, based on the actuarial
10 Q. And now the actuary report, the one most 10 report that was referenced in the summary, the
11 recently done, shows that as of December 31, 11 one dated December 31, 1998 that identified a
12 2000, there wasan unfunded liahility of 12 short--an unfunded liability of 19,291,000,
13 27,919,0007? 13 that the Company made special contributionsin
14 MR. PERRY: 14 the intervening years to catch up or fund that
15  A. That’scorrect. 15 unfunded liability?
16 Q. Andit's that 27,919,000 that Newfoundland 16 MR. PERRY:
17 Power is attempting to catch up on or fund, 17 A. That'scorrect, plusthere appearsin that two
18 because right now it’s unfunded? 18 yearsto have been some gainsin the plan,
19 MR. PERRY: 19 that help us, you know, extinguish the
20 A.Yes. 20 approximately 20 million dollar unfunded
21 Q. All right. And whenwe were looking at that 21 position.
22 table5 and we saw the specia funding of 22 Q. Right, sothere’'s more than oneway to have
23 7,589,000, that’'s that year’s allotment 23 this unfunded liability funded, one isthrough
24 towards unfunded liability? 24 actual specia contributions that the Company
25 MR. PERRY: 25 makes and the other is that if your plan
Page 167 Page 168
1 itself realizes gains over and above what the 1 5 years, but in this case, our plan is solvent
2 actuary set for it, you'll also catch up on 2 and there is flexibility under thelaw to
3 that unfunded liability? 3 extend it out 15 years.
4 MR. PERRY: 4 Q. Becauseif you go over to page 11, that would
5 A.Yes, that's correct. 5 be an actuary now, not paying particularly
6 Q.Okay, now the next paragraph says "In 6 close attention to the words they use
7 accordance with the Pensions Benefits Act of 7 sometimes and more attention to the numbers,
8 Newfoundland, the new net unfunded liability 8 than the words, if you could just look at the
9 of 27,919,000"--so that’swhat came from the 9 special payment section, it says, "The
10 previous table--"created due to the changein 10 following minimum annual special payments must
11 assumptions can be amortized over a period not 11 be made to the plan to eliminate the unfunded
12 exceeding 15years. Inthis case, we've 12 liability as at December 31, 2000 within the
13 continued with current annual special payments 13 period prescribed by the Pension Benefits Act
14 of 7,834,000 until February 28th, 2005, to 14 of Newfoundland." But that kind of
15 amortize thisunfunded liability." So am | 15 contradicts the paragraph that we just read,
16 gathering correctly that insofar asthe law is 16 doesn’t it?
17 concerned, the Pension Benefits Act of 17 MR. PERRY:
18 Newfoundland, the Company could takeupto 15 |18 A.I can'tsay that, thisis an actuary--it
19 yearsto fund that unfunded liability that's 19 appears to be the case, Mr. Kennedy, but it is
20 been identified as 27,919,0007? 20 an, you know, expert report, you know, the
21 MR. PERRY: 21 guy, I’m not going to question the words that
22 A.Yes, that iscorrect, assuming that the plan 22 are used.
23 was solvent and if the plan was not solvent, 23 Q. Okay, well if we could just scroll down again
24 for example, which is another measure that the 24 to "Company Contribution" there is an unfunded
25 actuary uses, | think the rule there is about 25 liahility of 27,919,000 and a solvency ratio
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1 MR. YOUNG: 1 three years since this study was done, thank
2 of ahundred percent as of December 31, 2000, 2 God that we did fund at this level because
3 so that’ s what you were referencing a moment 3 we'd bein a pretty bad situation come the end
4 again, Mr. Perry. And then you go, "As such, 4 of this year when we do our study, given that,
5 we recommend that Newfoundland Power Inc. make 5 | think our plan has suffered losses, like
6 annual contribution to the plan for 2001 as 6 most of the companiesin the country of some
7 follows'--and then we see the 7,834, 000 7 40 to 50 million dollars over the last three
8 number. 8 years.
9 MR. PERRY: 9 MS. HUTCHENS:
10  A. That'scorrect. 10  A. Sixty-seven, actualy.
11 Q. Soam| gathering correctly that insofar as 11 MR. PERRY:
12 this special payment of 7,834,000 that it is 12 A. So, you know, thisis really how we approach
13 just that, a recommendation being made by your 13 this entire area of funding, as a company. We
14 actuary of what it would require to fund the 14 don’'t look at looking at the most aggressive
15 identified unfunded liability of 27,919, 000 15 funding approach of looking, doing it over 15
16 within a period of time ending in 2005, | 16 years. We say, okay, you know, it makes sense
17 think it is? 17 tofund thisasquick aspossible. That's
18 MR. PERRY: 18 been our approach.
19  A.Yes, it's, you know, | would suggest a prudent 19 Q. If wecouldjust go to page 17, okay, and 17,
20 recommendation of the actuary to fund at that 20 after thetable there whereit shows the
21 level, albeit my understanding is that the law 21 split, 67, 33 and get to that in a moment, it
22 alows afunding to extend out to 15 years. 22 explains how, the actuary explainshow he
23 Q. Okay. 23 values the assets or she values the assets and
24 MR. PERRY: 24 then the last sentence there in that paragraph
25  A. | would add given what's happened in the last 25 before thelast one, and it goes"To the
Page 171 Page 172
1 extent that more capital gainsthan losses 1 Q. Right. Theactuary’sfigurefor what'sin the
2 will arise over thelong term, the actuaria 2 plan ends up being usually less than what that
3 value will tend to be lower than the market 3 market valueis, insofar as the numbers that
4 value." And so, would you agree with me that 4 are used here?
5 actuaries are, by nature, a conservative group 5 MR. PERRY:
6 and that thistreatment in particular, this 6 A.lgottosay!l don'tthink so, | stand to be
7 unrealized fund returns where they split it 67 7 corrected, Mr. Kennedy, but | think whatever
8 and 33, isin effect a method employed by 8 isin the plan iswhat’'s inthe plan, you
9 actuaries to make a conservative estimate of 9 know.
10 what your planned value is at any given point 10 Q. Waelll think heuses market related values,
11 intime, as opposed to what the market value 11 instead of market values?
12 would appear to bein the plan? 12 MR. PERRY:
13 MR. PERRY: 13 A.l think that’'smore for redly averaging
14  A. Sorry, Mr. Kennedy, you'regoingto haveto 14 impacts of swingsin the market, okay, maybe
15 rephrase - 15 that’ s answering your question, but | know
16 Q. Try that one again? 16 that the actuary doesn’t say, for example, if
17 MR. PERRY: 17 there's 160,000,000 in the plan, they don’t
18 A.Yes 18 say well, it's not really there, we're only
19 Q. Okay, there' stwo different things, you have a 19 going to say it's 130,000,000 there, they’ll
20 market valuein your plan, if I look at--or 20 build in adiscount towhat’'s inthe plan
21 you can look at your fund report and see what 21 that’s, you know, whatever is intheplanis
22 the invested assets are worth today, at 22 in the plan.
23 market. 23 Q. Wadll let’sjust scroll down to the next page
24 MR. PERRY: 24 then, | guess. The next page shows market
25  A.Yeah, we know what’sin the plan. 25 value of the assets to be 162,491,000, but
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1 MR. YOUNG: 1 one, the economic assumptions, the first one
2 then they do this adjustment for unrecognized 2 istheinvestment return. Inthisvaluation
3 returns in excess of assumed returns, and end 3 that was conducted for December 31, 2000, it
4 up deducting 4,386,000 off of the market value 4 assumed that 6 percent investment return on
5 of the plan to arrive at an actuarial value of 5 your actuarial fund, as opposed to apparently
6 the plan being 158,105,000. So, the market 6 what wasbeing used was 7 percentin the
7 related value that is used by the actuary that 7 previous valuation?
8 ultimately drives what your unfunded liability 8 MR. PERRY:
9 is, isless than what the actual market value 9 A. That'scorrect.
10 IS? 10 Q. Sothat’s one adjustment that the actuary made
11 MR. PERRY: 11 in the assumed return that you would achieve
12 A.I’'mnot an actuary, Mr. Kennedy. It appears 12 on your investment?
13 that that’ s correct, what you' re saying. But, 13 MR. PERRY:
14 you know, the mathematics behind how they 14 A Yeah, it'svery, | think, part of the normal
15 calculate the unfunded liability in the plan, 15 process that they do every three years, they
16 | generally understand them, but, you know, 16 look at the assumptionsthat they base their
17 I’vegot to be honest with you, | haven't 17 prior report onand assess whether those
18 crunched the numberson that. | rely onthe 18 assumptions are till valid. Thisisagain,
19 actuarial report that’sprovided to mevery 19 from an accounting perspective, from
20 three years and there are recommendations that 20 management it's been a very hot topic
21 come out of that. It's mandated under law and 21 recently, you probably read alot in the
22 we file with the Pension Act--the authorities 22 papers about what level of investment return
23 in Newfoundland, so - 23 should be assumed for pension plans and, you
24 Q. Sure. If we could look at some of the 24 know, some companies have been ashigh as9
25 actuarial assumptions, page 20, and the first 25 and 10 percent, but, you know, clearly there's
Page 175 Page 176
1 asignificant downward pressure being placed 1 MR. PERRY:
2 on what people are assuming returnsto be on 2 A Probably alittle lower, | think maybe than
3 pension assets, you know, in North America 3 what the actual is, | think theactual is
4 really. 4 probably more around thefive, fiveand a
5 Q. Thenext oneisincreases, well expenses, no 5 half, you know, for the last, | would say,
6 allowances, and then increases in pensionable 6 couple, three, four years maybe. So it’s--but
7 earnings. "To calculate the pension benefits 7 | would say four and a half isfairly middle
8 payable upon retirement, death or termination 8 to the road for plans across the country.
9 of employment, we have taken 2001 earningsand | 9 Q. Okay, if wecould just go back to page 6.
10 assumethat such pensionable earnings will 10 Okay. So reconciliation of financia
11 increase at 4.5 percent per year." So asl 11 position, and you start with the previous
12 understand it, it says theassumptionof 5 12 unfunded liability of 19,291,000 and then they
13 percent was used in previous years, so isthis 13 add to that interest on that unfunded
14 a--in the pensionable earnings, he’s assuming 14 liability at 7 percent per year to December
15 that the revenue or income earned by your 15 31, 2000. Do you know what the basis of that
16 employeesis increasing at therateof 4. 5 16 is, wherethe 7 percent interest would come
17 percent per annum? 17 from, why that calculation would be made?
18 MR. PERRY: 18 MR. PERRY:
19 A.That's correct, that's wage increases and 19 Al think it's generally where market rates were
20 scale increases on average over, | guess, the 20 at thetime.
21 remaining life of the working workforce is 21 Q. So it's foregoneinterest earned on that
22 assumed to be at 4.5 percent. 22 19,291,000 that should have otherwise been in
23  Q.Anddoyou know how that compares withwhat |23 the fund?
24 the actual rate of increase has been for your 24 MR. PERRY:
25 workforce? 25 A.No, | don't think that'swhat itis. | don't
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1 MR. PERRY: 1 over 15 years.
2 think that’swhat it is. 2 Q. Okay. Well, canyou -
3 Q. Theimpact of changein interest rates that we 3 MR. PERRY:
4 just saw from 7 percent to 6 percent, is $24 4 A.You know, those kind of things, those issues
5 million? 5 of global nature, you know, that I’m involved
6 MR. PERRY: 6 with, but in terms of the detailed assumptions
7 A. Il think that’s the change in the discount. | 7 that go into the plan and how the actuary
8 don’'t think it’ s the same thing, Mr. Kennedy, 8 comesto hisfinal numbers, | can't offer any
9 but again, you know, if we're goingto go 9 testimony on that.
10 through the detailed actuarial report, you 10 Q. Okay. Fair enough. So canwetake it from
11 know, I"'m not a actuary. 11 that then, that you just take the number that
12 Q. No. 12 the actuary givesyou asagiven? That if the
13 MR. PERRY: 13 actuary says that the unfunded liability in
14 A.And detailed calculations and how they do 14 your plan, as per this actuary report, is
15 that, if anything, it’s probably one of the 15 $27,919,000, that’s what you accept it to be?
16 most complicated fieldsin business, | would 16 Youdon't go behind that number to question
17 say, you know. If the Board's going to need 17 any of the assumptionsthat the actuary has
18 to have that kind of knowledge, then | would 18 made in arriving at that figure to test
19 suggest next year when we approve thisto go 19 whether that’s a number that can be relied on
20 into rate base, we have to put our actuary 20 or anumber that has some wiggle roomin it?
21 here, you know. | can talk to you generally 21 MR.PERRY:
22 about our philosophy, about our pension fund 22 A.Wadll, like--that’ swhy | don’t--the last part
23 and how it works and why we've--you know, the |23 of your thing is not what | do. Thewiggle
24 funding is occurring the way it is, and why we 24 room is not what--we don’'t do any of that. |
25 choseto fund sooner rather than spread it 25 do--you know, obviously we get an actuary
Page 179 Page 180
1 report. | don't just get it and say thereit 1 avoid this rapid increase in your building up
2 is, it'sdone. | do have a discussion with 2 in your deferred pension costs?
3 the actuary about the conclusions made and 3 MR. PERRY:
4 reviewing some of the decisions that he made 4 A Clealy, we start out with the unfunded
5 on assumptions and, you know, it’sthat kind 5 position of theplan. We get the report.
6 of thing. It'sadiscussion. You know, these 6 WEe'll have another report now sometime next
7 officials sign an opinion which is shown on 7 year. That will give usthe condition of the
8 page 13, actuarial opinion, that it's an 8 plan. So when we come back here next year,
9 official opinion that’s filed with the pension 9 we'll have anew report that will befiled
10 authorities stating the condition of our plan 10 with the Board. | would hope by September of
11 and their recommendation. Y ou know, it’slike 11 next year we'd havethat. Sothat’s the
12 an audit opinion, | suppose. It's very 12 starting point, and the next thing we look at
13 similar, you know, and | - 13 iswhat is the Board--what hasthis Board
14 Q. Okay. And you accept that? 14 approved as funding for the Company on an
15 MR. PERRY: 15 annual basis? There'salist of Board orders
16 A.ldo,yes. 16 that are in place requiring the Company to
17 Q. Soyou referenced about that you would be 17 fund this pension plan by certain amounts.
18 comfortablein speaking to the decision to 18 There' s about seven or eight of those orders.
19 make specia contributions to fund the 19 They al stack up, okay, and they add upto
20 unfunded liability in full inthe span time 20 that 7.5, 7.8 million. So essentially, what
21 that you have, asopposed to using alonger 21 we' ve been doing, our practice has been, which
22 period of time, aswould seemto be allowed 22 | think it'sbeen avery prudent practice,
23 under The Pension Act. | wonder if you can 23 especially given the performance of the
24 speak to that? Why not take afive-year term 24 markets over the last two or three years, is
25 or a ten-year term in order to beable to 25 that we' ve been following those Board orders,
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1 MR. PERRY: 1 of costs on this system have declined by about
2 okay, and we've been saying, okay, if we 2 one percent inthelast tenyears. Soour

3 follow those orders, we can fund this plan 3 rates have gone down one percent. So we've
4 well within the 15-year period. And you know, 4 been managing this very well, very prudently.
5 if there was a circumstance, for example, if 5 The planis in good shape, very good shape,
6 comethe end of thisyear and the markets 6 compared to the horrible stories that are on

7 really do well to the rest of the year, which 7 thego acrossthiscountry. So, you know,

8 I, you know, | don’t think it’sgoing to be 8 we're pretty proud of where we are on that,

9 enough to overcome what we' ve done in the last 9 and | don’t see us changing that approach.

10 couple of years, but if something happened and 10 Q. Youreference one percent. What was that in

11 the actuary report cameout and there was 11 relation to?

12 basically a zero unfunded position, we' d have 12 MR. PERRY:

13 to essentially apply to the Board, | would 13 A . Well, redly it's, you know--it’sreally a bit

14 expect, and say "we cannot fund the plan any 14 of our mantrato acertain extent. When you

15 more because we're fully funded." So the 15 look at the electrical system in Newfoundland,

16 orders have to, you know, be cancelled, | 16 we account for 40 percent of the cost on the

17 would suggest. You know, so that’s sort of 17 system. Hydro, through purchase power, you

18 the first thing we look at. 18 know, they account for 60 percent of the cost.

19 And then secondly, you know, | think it 19 If you look at 1993 to 2004, because rates are

20 is, ascFo of the Company, | believe the 20 now set for the full to 2004, our costs have

21 quicker you can deal with that unfunded 21 gone down one percent. So we haven't had any

22 liability, the better itis, and we've been 22 rate increases over that period. They’ve gone

23 able to manage this, you know, in the last few 23 down one percent. By the way, we've spent 500

24 years without impacting customers. We have-- 24 million on capital expenditures. If this

25 in fact, you know, we haven’t had--our portion 25 budget is approved, wewould have spent 500
Page 183 Page 184

1 million in that same period of time. That's 1 Q. Excuse me, Mr. Chair.

2 how we manage the business. 2 MR. KENNEDY:

3 Q. But Mr. Perry, this haslittle to do with the 3 Q. -youget arate of return on your rate base?

4 pension funding per se. 4 MR.MYLES:

5 MR. PERRY: 5 Q. Mr. Chair, can we have -

6 A.No,it'sal--no, Mr. Kennedy - 6 CHAIRMAN:

7 Q.Butif your deferred chargeis increasing, 7 Q. Excuse me. Mr. Kennedy. Mr. Myles?

8 your rate baseis growing. 8 MR. MYLES:

9 MR. PERRY: 9 Q. Mr. Kennedy, you know, if hewantsto ask a
10 A. That's-now that these are going in rate base, 10 guestion which of courseiswhat we're here
11 absolutely. 11 for, | think he needs to allow the witnhess to
12 Q. Yes, okay, and well beforethey were going 12 finish. | don'tthink it’s appropriate for
13 into rate base, it was still part of your 13 the two of them to be sort of battling each
14 invested plant and you were still getting a 14 other for supremacy. Mr. Perry is the witness
15 return on that, were you not? 15 and he'sasked to respond and fulfil his
16 MR. PERRY: 16 question. | think he'd give him that
17 A. Absolutely. 17 opportunity.

18 Q. Soyou'regetting areturn either way, just 18 CHAIRMAN:

19 it'saprovision that is now accounted for in 19 Q. Yourpoint iswell taken. We'll give the
20 rate base, correct? 20 witness more of a chance to reply, Mr.
21 MR. PERRY: 21 Kennedy, please.

22 A.That'scorrect. My point, Mr. Kennedy - 22 MR. KENNEDY:

23 Q. Wadll, let mefinish my point. If it'sin your 23 Q. Fine, Commissioner and Chair.

24 rate base - 24 MR. PERRY:

25 MR. MYLES: 25 A. Socan | finish then, Mr. Kennedy?
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1 MR. KENNEDY: 1 just look at NLH-1. So Mr. Perry, this
2  Q.Yes sure 2 describes, in response to a question of what
3 MR. PERRY: 3 Newfoundland Power’s capital budget process
4 Al guess, Commissioners, my point is the 4 is, and it indicates that there' s two elements
5 capital budget and pension funding are not-- 5 toit: anongoing processwhere by capital
6 you can't segregate those from our overall 6 expenditure requirements are identified in the
7 operation of the business, and as crFo for this 7 normal course of operation; and an annua
8 business, you know, | look at what--when you 8 formal budget preparation process involving
9 put al this together, how doesit impact 9 the prioritization and documentation of
10 customers, and when | can sit here and say 10 capital projectsfor corporate and regulatory
11 that for the period 1993 through 2004, 11 approval. Then it goesonto describe what
12 Newfoundland Power’s contribution to cost on 12 happens at the departmental level, that
13 the electrical system in Newfoundland have 13 identifications are made of areas that require
14 gonedown by one percent, that's11 years. 14 work to be completed. And the next paragraph
15 Inflation isin there, everything. 11 years, 15 there, beginning a line 17, it indicates
16 that’ s a pretty fantastic accomplishment, and 16 normal part of departmental management is
17 if we can keep that going, which is our goal, 17 specific capital projects are identified and
18 then | think that’sa novel achievement. So 18 engineering drawings are done, documentation
19 that’show wethink aboutit. So pension 19 IS put together, and this initial
20 funding is part of that. The capital budget 20 documentation provides the basis for detailed
21 ispart of it andit all fitstogether in 21 engineering. Line 28, a forma capital
22 terms of how we manage the business. 22 process beginsin the second quarter of each
23 Q. Okay, we'll changetopics, and what I'd like 23 year with the development of a budgeting
24 to doisjust have a discussion with you about 24 schedule, including target dates. And then
25 your general budget process, and if we could 25 customer forecasts areissued, which drives
Page 187 Page 188
1 how much your budget's going to be for 1 . No.
2 extensions and new services and street 2 . Isthereany collar the Company has on what
3 lighting. Then the next milestone is 3 its capital budget isin any givenyear? Is
4 identification of specific projects to be 4 there any limit imposed by the Company on what
5 included in the following year’s capital 5 the capital budget can bein agiven year?
6 project. Third milestone, corporate level 6 (1:50 p.m.)
7 review, and at that stage, proposed projects 7 MR. PERRY:
8 are assigned justification categories. Then 8 A. Commissioners, not generally. Obvioudy at
9 the assigned justification categories, that’s 9 some point, the capital budget becomes
10 over on the next page, yes, and priority codes 10 unmanageabl e for the Company. It'sreally a
11 assist in ranking the project, interms of 11 process that starts with, as Mr. Kennedy went
12 priority. The next stage of the process 12 through, a review of our operationsfrom a
13 consists of a more rigorous review and 13 reliability standpoint, and you know, it
14 challenge by the managers. And then once that 14 builds up over time and, you know, we get--you
15 final review has been made, it’'s approved by 15 get to a number and you look at that number
16 the Company’ s executive and then submitted to 16 and, you know, Lisaand | and our group would
17 the Board of Directors for approval. And then 17 review how it impacts the customer rates and,
18 it comes to the Public Utilities Board. 18 you know, we decide on what the final number
19 Can| ask you whether anywhere during 19 is. But nowhere along the way do we say, IT,
20 this process there is direction given by your 20 you have 3 million, and you know, Operations,
21 office, your department, Finance, to these 21 you have 10 million. That’s not how we do it.
22 departmental managers or, for instance, Mr. 22 You know, essentially, what the electrical
23 Ludlow as the vice-president of operations, of 23 system needs and has to be done through the
24 how much money they have to spend? 24 prioritization process comes forward to us
25 MR. PERRY: 25 and, you know, Mr. Kennedy left out a--1 don’t
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1 MR. PERRY:

think he intentionally, but left out a key
thing here when he talked about challenge by
the managers, and it goes on, and the
Company’ s executive, you know, and that, near
the end of this process, we are heavily
involved in challenging the projects,
especially larger projects like New Chelsea.
Like thecss isa novel example. A

© 00 N o ok~ WODN P

Page 190
mustard. But we knew we could--we had some
problems on safety and access and we wanted to
deal with that. | can tell youthere are
utilitiesin this country that got 80 percent
of their meters on AMR. There's 40 million
AMR meters installed in North America. So
thisisnot anew thing or anything, but we
looked at it. We said we couldn't makeit
happen. Our meter reading costs are low. Y ou

10 couple of yearsago, we thought wehad to 10 know, it’sjust, you know, the cost per meter
11 replace css. We, you know, myself, sent the 11 isvery low.
12 challenge to the 1T group and customer 12 So those are the kind of involvement that
13 service, find away that we don’t have to 13 the finance group havein sort of, you know,
14 spend $15 million on anew system. There must 14 the larger projectsthat we areinvolvedin.
15 bea way through this. They worked on it 15 Plant replacement, there'snot alot| can
16 diligently, found a way that we could get 16 offer when Mr. Ludlow comes and says "Barry, |
17 another five years out of that system. That's 17 got to do this amount for these various Hydro
18 one example of how weinteract. Another 18 plants or transmission lines." Y ou know, this
19 example, AMR meters. | think Commissioner 19 is--it’s not rocket science. You know, | can
20 Powell wastalking to Mr. Ludlow about that 20 drive around and see that we need to do work
21 yesterday. We actually looked at AMR from an 21 on some of thesesystems. So the red
22 economic perspective. You know, had abrief 22 involvement is in the sort of decision
23 look at it and said can weimplement AMRIn 23 projects where you got alternatives, you got--
24 Newfoundland and reduce meter reading costs, 24 you know, you got big dollarsinvolved, that
25 make it economical? It didn't cut the 25 we can’'t manage in any one year. So wereally
Page 191 Page 192
1 play abig rolein that aspect. 1 conversely, when electrical demand exceeds
2 Q. So, Mr. Perry, inthe case, for instance, 2 capacity in anumber of locations, multiple
3 where in the 2004 Capital Budget, you have a 3 feeders may be constructed, and thisresults
4 project B54 feeder additions and upgradesto 4 in large swingsin the budgeted amounts from
5 accommodate growth, and it' s addressed in PUB- 5 year toyear. Soina casewhere Mr. Ludlow
6 62 that the budget for thisitem is 158 6 is bringing forward to you a budget for feeder
7 percent higher than the next highest 7 additions and upgradesto accommodate growth
8 expenditure made in the previous five-year 8 that he has for 2004, does that have any
9 period. 9 impact then on the budget in other areas of
10 MR. PERRY: 10 distribution, or for that matter, the overall
11 A. Sorry, Mr. Kennedy, | need to catch up to you. 11 capital expenditurelevel of the Company?
12 Where are you? 12 That if this happens to be a year that instead
13 Q. Okay. puB-62 may be helpful. Thereply isat- 13 of having a zero dollar expenditure for feeder
14 -there we go. The question notesthat in this 14 addition, you have alarge capital expenditure
15 particular budget item, feeder additions and 15 for feeder additions, that that would get
16 upgrades to accommodate growth, that therewas |16 trimmed out somewhere else or have an impact
17 158 percent increasein 2004 over the next 17 onthe level of expenditure being spent in
18 highest expenditure made in the previous five- 18 another project?
19 year period and some 1730 percent higher than 19 (1:55p.m.)
20 the 1999 expenditure, and asked for an 20 MR. PERRY:
21 explanation. The explanation was that this 21 A.ltcould. It could. You know, depending on
22 isn't based on historical trends and that it's 22 thesize of it obvioudly. If therewas a
23 not necessary to construct new feeders every 23 feeder addition that was goingto be $10
24 year and hence, this component of the project 24 million, for example, | would--Earl and |
25 costs could be zero dollars in some years and 25 would have had many conversations about timing
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1 MR. PERRY: 1 Q. Okay. Wl -

2 of that and when we were going to do it, and 2 MS. HUTCHENS:

3 would have--you know, but the nature of what 3 A.We€vegot acopy here.

4 we're talking about here, Mr. Kennedy, is very 4  Q.-doyouhaveit there?

5 manageabl e in terms of our overall budget and 5 MR. PERRY:

6 | wouldn't see any major impacts on my 6 A Yes

7 decision making as to what amount of the 7 Q. Okay. For the benefit of the Commissioners,

8 budget it should be. | don’t know if that 8 it' sthe 2003 Capital Budget Variance Report

9 putsit in context for you. Y ou know, if Earl 9 that was updated to July 31st that was filed
10 comes and says "Barry, | gotto build a 10 by Mr. Delaney as an exhibit at the
11 $300,000 feeder because we don’t have enough 11 commencement of histestimony. It shows a
12 load in this area,” you know, the numbers are 12 total variance of amillion, three seventy-

13 there, | can see that and we got to build the 13 three. Isthat correct, to date?
14 feeder. Wegot an obligationto servethe 14 MR. PERRY:
15 customers. There'snot alot | can offer on 15 A. That'scorrect, yes.
16 that, Mr. Kennedy. 16 Q. And now 375,000 of that isjust aprovision
17 Q. Okay. Onthe other side of the equation, 17 that you've made for unspent, unforeseen
18 there was an exhibit filed at the beginning, 18 allowance, as of half of the year, correct?
19 PID-1. | wonder if we could just pull that 19 MR. PERRY:
20 up. Leave it at 2003 Capital Budget 20 A.Yes.
21 variances. It wasto update - 21 MS. HUTCHENS:
22 MR.MYLES: 22 A Yes
23 Q. Weknow what it is. We're not able to find it 23 Q. So, it'squite conceivable that, at some point
24 electronically right now. 24 later on in thisyear you could end up
25 MR. KENNEDY: 25 spending the full $750,000.00.
Page 195 Page 196

1 MS. HUTCHENS: 1 at 1.3, very reasonable, again, isabout 2

2 A Absolutely. 2 percent, | think. Andgiven my aimost 20

3 Q. Right. And so that 375 gets backed out again, 3 years now inthe heavy industry, capita

4 correct? 4 budgets, | don’t know if there’'s many

5 MS. HUTCHENS: 5 companies out there bringing their budgetsin

6 A.Yes. 6 at about 2 percent variance. So, overal,

7 Q. Allright. 7 we're pretty pleased with that kind of

8 MR. PERRY: 8 performance.

9 A.If that occur. 9 Q. Okay. That'sall the questions| have, Chair,
10 MS. HUTCHENS: 10 Commissioners. Thank you Mr. Perry and Ms.
11  A.Yes 11 Hutchens.

12 Q. Butthedistribution is 1,184,000 over budget 12 CHAIRMAN:

13 asof July 31, isthat correct? 13 Q. Thank you, Mr. Kennedy. Mr. Myles, anything
14 MR. PERRY: 14 on re-direct?

15  A. That iscorrect. 15 MR. MYLES:

16 Q. So, isthereany limit imposed on any of the 16 Q. No, questions, thank you.

17 divisions of the company by the Department of 17 CHAIRMAN:

18 Finance in how much they can go over budgeton |18 Q. Commissioner Powell?

19 acapital project? 19 COMMISSIONER POWELL:

20 MR. PERRY: 20 Q. Thank you, Chair. Thank you, Mr. Perry and
21 A. No, other than loss of job. No, Mr. Kennedy, 21 Ms. Hutchens. | guess thefirst thingI'd

22 there's no specific limit.  You know, 22 like to address is the comments | had on the
23 obviously, we are managing these projects 23 New Chelseaproject. Asfar as the project
24 fairly closely. The overall budget variance 24 goes and the engineering report was submitted,
25 here for thissize of budget of 57.8 million 25 | think I tried to convey to both Mr. Ludlow
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1 COMMISSIONER POWELL: 1 even had Mr. Young, legal counsel, agreeing
2 and Mr. Delaney, | don’t question their 2 with one of your costs. And my comment is,
3 numbers or their need for it. But when | read 3 that's okay, that'sgreat, these are al
4 through engineering or the energy sectionin 4 lovely costs, but thisis at lease cost that
5 the application, the thing that struck me--a 5 we're supposed to belooking at and to give
6 number of things struck me. One, that | think 6 reliable power.
7 you missed the compliance in Article 9 of the 7 And | think that when the Schedule C was
8 PUB-36, Schedule C, documentation coming 8 put, that’s one of the things we were trying
9 forward on discussions between the Utilities 9 to capture. Now, | don’t disagree with--Mr.
10 about the duplication, avoiding duplication of 10 Y oung gave some indication, some of the costs
11 service. The other thing that, | guess, you 11 you threw out were probably right. And no
12 probably do appreciate, if not, you should 12 disrespect to Mr. Y oung, but as aregulator, |
13 appreciate, we sit here asregulators, we're 13 would feel alot more comfortable if that came
14 driven by the mandate that we're looking for 14 from somebody in Hydro alittle closer to the
15 least cost reliable power. Now, as an 15 action and allittle bit more putting together
16 accountant, | appreciate the word cost 16 with what drives those least costs.
17 probably than other people in the room, but | 17 So, the figuresyou gave and obviously
18 hadn’t realized until | started reading some 18 thisworked through and some of the things|
19 of this how many adjectives you can putin 19 didn't get the sense that, from the
20 front of the word cost. And | think--1 didn’t 20 engineering department, connect with the
21 count in the New Chelsea thing, there's 21 Finance Department of Newfoundland Power
22 levelized cogt, | think the word, index cost. 22 connect with the Energy Department with Hydro
23 Now, you've just threw out in your 23 and their accounting people to having this
24 justification for it, short run marginal cost. 24 joint, let me use the word management. That’s
25 And | said to mysdlf, thisisgreat. Andyou 25 probably not theright word, but the joint
Page 199 Page 200
1 look at energy projects and seeing what’sin 1 guess what | was trying to get at is that you
2 the best interest of the rate payers of the 2 have a project and you're going to have
3 province and | think that’s what we're trying 3 significant upgrading on asource of power,
4 to capture. 4 have somebody taken the timein Hydro to
5 MR. PERRY: 5 crunch it all through and look at that "what
6 A.Mr.Powdl, canl just comment on what you 6 if" scenarios and decide that that, in the
7 just said? | have to admit, wedon't sitin a 7 long term, and the discussion between Mr.
8 room together and discuss Hydro and ourselves, 8 Ludlow and Mr. Y oung and they both agreed when
9 these issues. But Newfoundland Power isjust 9 they were talking least cost, there's more
10 as aware of cost on the system as Newfoundland |10 than one cost; there’'sa whole group. And
11 Hydro. And we'revery busy with each other 11 whether that discussion went on at the level
12 rate cases and thisinformation, and| do 12 with those people who could realy crunch
13 appreciate your sitting up there in terms of 13 those numbers, find out whether that's the
14 trying to understand al this jargon that's 14 least cost option. And | didn’t--1'll reread
15 discussed, but we are very much aware of what 15 all this, we'll read this again, but | just
16 the cost of energy is on the system. And the 16 didn’t capturethat feeling that you were
17 information in termsof thefive cents for 17 complying with Schedule C, PuB-3s.
18 the--for what it costs to get a kilowatt hour 18 MR. PERRY:
19 out of Holyrood is good information and we 19  A. Well, we ve endeavoured to comply as much as
20 have that from Hydro, you know, direct from 20 we could, Mr. Powell.
21 them. And you take some comfort in that, this 21 Q.| appreciate that.
22 is not numbers that we've created in absence 22 MR. PERRY:
23 of information from Newfoundland and Labrador {23  A. And maybeit's an area that we can improve on,
24 Hydro. 24 you know, going forward, but | do know that,
25 Q.| have noreasonto disbelievethat, but | 25 you know, you can take from the questioning of
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1 MR. PERRY: 1 understanding level that’s developed over many
2 Hydro to the witnesses that there has been no, 2 years that, you know, we know what their costs
3 I think, issue with the need to proceed with a 3 are and they know what our costs are and the
4 Hydro project that is generating power at 3 4 understanding has just been devel oped, so the
5 cents in Newfoundland, you know, at this point 5 discussions, the specific discussions realy
6 in time. These projects are far and few 6 just aren’t necessary. You know, perhapswe
7 between at this point in time in our history. 7 need to go get them, but, you know, it would
8 MS. HUTCHENS: 8 be good to be in compliance, but that--you
9 A.Perhaps| can comment a little bit too. | 9 know, there are alot of discussions that take
10 know, justto giveyou a little bit more 10 placein that regard.
11 comfort, | guess, there's a group of 11 Q. There'saways been--let’ s seeif | can phrase
12 individuals within Newfoundland Power that 12 thisright, but there'saschool of thought
13 are, | guess you could call system planning 13 out there that there is an element of
14 group. And | know that they arein frequent 14 duplication that goes on with the Utilities.
15 constant communication with Hydro’s, their 15 And one of our challenges as regulatorsis not
16 counterparts at Hydro. | can't tell you for 16 to totally believe this, but when we see
17 sure whether they’ve specifically discussed 17 certain projects coming through, it's the
18 the New Chelsea project, but | do know that 18 challenge. And | think the onuswould be on
19 these individualson both sidesare quite 19 the Utilities to disapprove that. | think
20 aware of what's going onfrom a planning 20 that’ swhere I’'m coming from. | don’t doubt
21 perspective throughout the Island on energy 21 the numbers, but again, | think that was
22 projects and redevelopments and that sort of 22 probably one of the spirit of PU-36 was that
23 thing. 23 every time you do something that would mirror
24 So, you know, whilethere may not be 24 what somebody else was doing, that would have
25 specific communication, | think there's an 25 to be something, | would think from a
Page 203 Page 204
1 regulator that we expect us to challenge and 1 The plant was, you know, built 47 years ago.
2 you'd be prepared toshow is not. The 2 | was surprised actually when | looked at the
3 switching off, one of thething that was 3 original cogt, it wastwo and a half million
4 addressed, in going back to New Chelsea, that 4 dollarsback 47 yearsago. And we' ve done
5 therewasa comment about sunken cost. And 5 very littlework on that plant in recent
6 then there was the next, as | mentioned to Mr. 6 years. So, assuming--I haven't gone and
7 Delaney and Ludlow through me, that you didn’t 7 looked at the period from the last ten years
8 depreciate plants and therefore, you really 8 prior to thetimeit was built, but assuming
9 didn’t know what the balance of that plant 9 there was not much spent in that period which
10 was. 10 | don’t think there was, you apply our normal
11 So, am | correct in gathering then that 11 rate of depreciation for Hydro plantswhich is
12 thisis, sort of, an arbitrary figure that you 12 alittle over 2 percent which indicates a 50-
13 would use to throw in acalculation if you 13 year life, there' svery little of that plant
14 were going to look at the cost of demabilizing 14 left to depreciate.
15 New Chelsea and sunken cost there? Y ou have 15 Q. Yousayin your depreciation that you do it
16 no real--it threw me when | read it, the first 16 system wise as opposed to asset wise with all
17 question | had no problem with, but then | 17 the sophisticated software out there today,
18 went to the next one, just happened to be one 18 it's not that--is there any reason why you do
19 after it andit sunkright in, | said, it 19 that?
20 seemed like a contradiction. 20 MS. HUTCHENS:
21 MR. PERRY: 21  A.The depreciationis calculated at a count
22 A. Commissioner Powell, we could come upwitha |22 group level. So, for example, under the Hydro
23 reasonable estimate of the cost that’ s left to 23 plants there would be penstocks and damsin
24 be depreciated on New Chelsea. And as | 24 one group and governors and controls in
25 estimated it, it’s in that $100,000.00 range. 25 another group. It would be that type of
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1 MS. HUTCHENS: 1 MS. HUTCHENS:

2 breakdown, but we don'tlook at it on an 2 A. Theinsurance proceeds actually get applied,
3 individual plant-by-plant basis. And | think 3 the rules aregoverned by our system of

4 you're correct inassuming that in today’s 4 accounts which isaregulated set of accounts

5 software, yes, that’sdoable. | guess the 5 that’ s approved by this Board many years. And
6 problem we' ve got is that until very recently 6 what happens to the insurance proceeds is they
7 our fixed asset records were manual. When | 7 go in basically into the accumulated

8 started with the Company in 1997, the record 8 depreciation account as a salvage value. So,

9 were actually manual ledgers. And we've gone 9 it does, in effect, draw down the rate base,
10 through a process of getting that information 10 but you don't see it in the capita
11 into the computers, but there’snot enough 11 expenditure presentation that we bring forth.
12 history there to do the type of analysis that 12 Q.Okay. So,the depreciation chargefor one
13 you' re talking about. 13 year, we'dtake a hit from the insurance
14 Q. We had aquestion yesterday, vehicles, a 14 proceeds
15 fairly significant, $400,000.00, it was an 15 MS. HUTCHENS:
16 accident and there was a question about 16 A.No, the full insurance proceeds would go
17 insurance recovery. And the item wasput in 17 against accumul ated depreciation.
18 the budget at the, if I’'m correct, the gross 18 Q. Okay. Isthat the same thing you do for asset
19 costs. 19 too?
20 MS. HUTCHENS: 20 MS. HUTCHENS:
21  A. That'scorrect. 21 A.Yes itis, yes.
22 Q.How doyou handlethat intermsof when the 22 Q. That'sal my questions.
23 insurance proceeds comein? Would that go in 23 CHAIRMAN:
24 and you'd just get carry it on your books as 24 Q. Commissioner Martin.
25 net or would you - 25 COMMISSIONER MARTIN, Q.C.:

Page 207 Page 208

1 Q. ljust have one. Maintenance expense and 1 Q. ldon't know if that helps me or not, but as

2 capital costs, somebody else, Mr. Ludiow | 2 long as you know what you' re doing, | suppose
3 think called it capitalized maintenance, is 3 -

4 that a rule of thumb or what are the 4 MR. PERRY:

5 parameters that would define one. 5 A.Actualy, wedo apply it very rigorously and

6 MR. PERRY: 6 we have alady that workswith Lisa in her

7 A Generdly, it isabit of a judgment call, 7 group that isconstantly involved with the

8 Commissioner Martin and Ms. Hutchens is 8 people working on capita works and

9 involved with thisvery much on a detailed 9 challenging, you know, why is that going there
10 basis, but my general, sort of, ruleis, you 10 and, or identifying something that should be
11 know, an expenditure hasto create alasting 11 capitalized that's going to operations, so

12 benefit, benefits that go beyond a year 12 it'savery dynamic process.

13 enhancing the productivity of an asset. You 13 MS. HUTCHENS:

14 know, those are the general rules. These are 14 A. Definitely. | actually had that individual

15 decisions we make on a daily basisredly in 15 review the budget before we submitted it, to
16 our operation. Lisa, | don’t know if there's 16 say, isthat all that capital and the response

17 something you can add. 17 was yes.

18 MS. HUTCHENS: 18 CHAIRMAN:

19 A.Yes, it's very much a judgment call, 19 Q. Along thoselines, | guess, specifically with
20 betterment or enduring benefit, certainly they 20 regards to the radiator refurbishment, | don’t
21 are thecalls that we have to makeon a 21 know if refurbishment is the right word to use
22 regular basis. There's obviously some rules 22 or rehabilitation or change over, whichever it
23 of thumb that have developed over the years, 23 is, canyou think of any reasonswhy the
24 but they al, sort of, fall under that major 24 judgment call might be made to put that
25 rule of thumb. 25 towards maintenance as opposed to capital
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1 CHAIRMAN: 1 A. | canthink of onethat actually didn’'t get in
2 expense? 2 here because of that reason and it was an
3 MR. PERRY: 3 inspection process on the company’s
4  A.ldon't, Commissioner Finn, that oneis pretty 4 telecommunications towers that would result in
5 black and white to me. You know, these 5 capital work, if they found anything. We
6 transformers, like | got this project right, 6 said, ah, come on, inspection, not really sure
7 can’'t work without the radiators, essentially, 7 that that’s of an enduring nature. So, we
8 and if theradiator is corroded, has to be 8 said no, that that doesn’t fit in that, even
9 repaired and there'sa significant cost of 9 though it may result in acapital work and
10 that repair, that’s going to extend thelife 10 likely would result in acapital work. The
11 of that unit forus. So, | feel that that 11 upfront piece of it, we said no, that’sreally
12 fallsright in the capital expense category. 12 an operating expense.
13 Q.| guessI’m trying to see an example of it, 13 Q. If capital work had come about as a result of
14 you know, where you’ d have to make ajudgment |14 the inspection. Would the inspection then be
15 call, you know, if that’s black and white, can 15 capitalized?
16 you give me an example of where you’'ve had to 16 MS. HUTCHENS:
17 make judgment calls before and you’ ve allotted 17 A. Wewouldn't go back and do it, no.
18 something to maintenance as opposed to capital 18 Q. Okay, thank you. Anything arising.
19 cost where it could have gone either way? 19 MR. KENNEDY:
20 MR. PERRY: 20 Q. No, nothing arising, thanks.
21 A. | think something like pumps, sometimespump |21 MR. MYLES:
22 overals, you know, if they’re of a minor 22 Q. No, Mr. Chair.
23 nature, they’re not tearing the entire unit 23 MR. YOUNG:
24 out. 24 Q. No, nothing arising.
25 MS. HUTCHENS: 25 CHAIRMAN:
Page 211 Page 212
1 Q. Thank you, Mr. Perry and Ms. Hutchens. | 1 to Mr. Moss of Discoveries Unlimited for his
2 think, ladies and gentlemen that concludes the 2 assistance in the preparation of the
3 evidentiary portion of the hearing. 1t'smy 3 recordings and the transcripts. And last, but
4 understanding, | think, that by Wednesday of 4 not least, Ms. Combden for her excellent
5 next week that the parties would file written 5 assistanceto the Board with regard to the
6 argument and we' d have an opportunity for the 6 computer presentations and visuals. Thank you
7 oral presentation on next Friday morning. | 7 al and we'll stand adjourned until next
8 guess we'll reconvene at 9:00. Are there any 8 Friday. Thank you.
9 other matters that need to be raised before we 9 Adjourned at 2:20 p.m.

10 adjourn today.

11 MS. NEWMAN:

12 Q. No, Chair and Commissioners. | would just
13 clarify that the usual filing time was 3:00

14 p.m., so | guess the closing arguments will be
15 dueon 3:00 p.m. onthe 17thand 9:00 am
16 start on Friday, the 19th.

17 CHAIRMAN:

18 Q. Well, certainly before we do adjourn, I’d like
19 to take the opportunity on behalf of the Panel

20 to thank the various witnesses for the

21 testimony that they’ ve given during the course
22 of the hearing. And as well, certainly extend
23 our thanks to the counsel involved for their

24 conduct in and contribution to the hearing

25 process as well as the Board staff. Thank you
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