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1 (9:05am.) 1 Q. Right and when we actually were here in the
2 CHAIRMAN: 2 hearing room--if you want, we’ll—we can go
3 Q. So[lunderstand there are no preliminary 3 to the transcript of January 18th, 2013.
4 matters. 4 Samantha, if you could bring that up at page
5 MS. GLYNN: 5 117. And if you go down to lines 19 through
6 Q. That’s right, Mr. Chair. 6 about 23, you’ll see, “No, I wouldn’t regard
7 KELLY, Q.C. 7 that as unusual. What I would say is what’s
8 Q. No, Mr. Chairman. 8 unusual is the starting point and the
9 CHAIRMAN: 9 starting point at the moment is long Canada
10 Q. So I think, Mr. Kelly, we are over to you, 10 bond yields of 2.3, 2¥: percent, forecast 2.7
11 Sir. 11 percent.” Correct?
12 DR. LAURENCE BOOTH (PREVIOUSLY SWORN) CROSS- | 12 DR. BOOTH:
13 EXAMINATION BY IAN KELLY, Q.C. 13 A.  That was unusual then and it’s exactly the
14 KELLY,Q.C.: 14 same thing that’s unusual at the moment.
15 Q. Thank you, Mr. Chairman. Good morning, Dr. | 15 KELLY, Q.C.:
16 Booth. 16 Q. Okay. Now, can I take you next to page 440
17 DR.BOOTH: 17 of the company’s evidence that’s filed in
18 A.  Good morning, Mr. Kelly. 18 this matter? It’s in the Finance Section
19 KELLY, Q.C.: 19 and—there you go. And we have a graph there
20 Q.  Dr. Booth, this is our third discussion. We 20 that shows where interest rates have gone,
21 had our first discussion on cost of capital 21 and if we look at the January 2013 period,
22 in 2009, just to kind of refresh your 22 you can see we’re about 2.3 percent. They
23 memory, and then again in January of 2013. 23 2o up to about, say, 3.1 approximately.
24 So, and we have substantially the same Board 24 Move along down to 2015, they’re down just
25 25
Page 2 Page 4
1 as before, so there’s a lot that I'm not 1 below two and where this graph ends, a
2 going to go back over because the Board is 2 little above two. Correct?
3 already heard it before, but what I did want 3 DR.BOOTH:
4 to start with is the situation that we’re in 4 A, That’s correct.
5 now versus the situation that we were in in 5 KELLY, Q.C.
6 January 2013 when we had our last 6 Q. Right.
7 discussion, just so you know where I'm 7 DR.BOOTH:
8 going. And at that point in time the long 8 A.  That was the bump I was talking about with—
9 Canada 30-year bond rate was about 2.3 9 when the U.S. introduced this schedule for
10 percent? 10 stock in the bond buying program.
11 DR.BOOTH: 11 KELLY, Q.C.:
12 A. That sounds about right. 12 Q.  Right
13 KELLY, Q.C.: 13 DR.BOOTH:
14 Q. Right. We can take you to a reference if 14 A.  That was when interest rates popped up.
15 you want. 15 KELLY, Q.C.
16 DR.BOOTH: 16 Q. And so where—we’ve moved in a very narrow
17 A.  Yeah 17 range over that period from 2013 to
18 KELLY, Q.C.: 18 essentially where we are today?
19 Q. But 2.3 percent — 19 DR.BOOTH:
20 DR. BOOTH: 20 A, Relatively, yes.
21 A. Yeah, I remember the—I think I used the full {21 KELLY, Q.C.:
22 cost of three percent which is about 20 22 Q. Okay. Can I take you next to your
23 basis points more than I’'m using now. 23 Surrebuttal Evidence, just so we can fill
24 KELLY, Q.C.: 24 out the end from that graph at page 3?
25 25
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1 There you go. And you very helpfully here 1 a risk return trade-off.
2 for us put up the latest RBC forecast and if 2 KELLY, Q.C.:
3 we look out through 2016, if we come down to | 3 Q. Okay.
4 the Canada 30 year line, and we go across, 4 DR.BOOTH:
5 the first quarter 2016, the second quarter, 5 A.  Individuals basically saying, “I want this
6 all the way over then to the end of 2017, 6 on a fixed income security and I need this
7 the current forecasts are 3.35 percent? 7 as a risk premium. So this is what I want
8 DR.BOOTH: 8 for expected rate of return or the required
9 A.  That’s right. That’s RBC’s forecast. They 9 return on equities.” But the only problem
10 tend to be a little bit optimistic, but not 10 is, is it’s not individuals determining the
11 that much different from the consensus. 11 long Canada bond yield.
12 KELLY, Q.C.: 12 KELLY, Q.C.
13 Q. Right, it’s—right, and in fact we’ll see in 13 Q. Right, and —
14 a little—in a few minutes your colleagues at | 14 DR. BOOTH:
15 the University of Toronto tend to be even a 15 A.  Andit’s--what I think I referred to three
16 little more optimistic? 16 years is the global policy maker.
17 DR. BOOTH: 17 KELLY, Q.C.:
18 A.  Yeah, I've taken them to task on that many 18 Q.  Right.
19 times, but — 19 DR. BOOTH:
20 KELLY,Q.C. 20 A. Which are the central banks.
21 Q. Right, okay. 21 KELLY,Q.C.
22 DR. BOOTH: 22 Q. Okay, now if we can just get Samantha to put
23 A. - they rely upon large-scale macroeconomic 23 up the transcript again from the last time,
24 model rather than what’s going on in the 24 at page 9?7 And we go there to the top of
25 25
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1 market. 1 the page where I asked you the question,
2 KELLY, Q.C.: 2 “Now in your report I tried to figure out
3 Q. Different people with different views, but 3 what you think the current interest rates
4 if [ can get—just get Samantha to put back 4 are going to be for 2013, and I didn’t
5 up the graph that we just had? Bearing in 5 really find a clear answer to that because
6 mind now we’re looking out to 2017, and we | 6 at the end of the day you come to the
7 if extend out that graph line, essentially 7 conclusion, "Well, I’ve got to adjust it to
8 we’ll have moved from the low 2s up to about | 8 380 because that’s’—‘I’ve got to at least
9 3.2, and as we get out towards the end of 9 get there before it’s going to make any
10 2017, the forecast is about 3.35? 10 difference.”” And your answer was, “I think
11 DR. BOOTH: 11 you’re reading is absolutely correct, Mr.
12 A. That is correct. 12 Kelly.”
13 KELLY, Q.C.: 13 DR.BOOTH:
14 Q. Correct, again that’s a fairly narrow range. 14 A. Yeah, I think that was—your reading was
15 And as I understand your position, 15 correct then and your reading is correct
16 essentially it is that none of this really 16 now.
17 matters because until you get to an 17 KELLY, Q.C.:
18 equilibrium yield of about 3.8 percent or 18 Q. And what—right, which is the point I'm kind
19 yesterday you referred I think to 3.8 to 4, 19 of coming to. We’re essentially in the same
20 that that doesn’t result in any changes? 20 position today as we were in January of
21 DR.BOOTH: 21 2013?
22 A. That is correct, and that’s the same 22 DR.BOOTH:
23 position [ had three years ago, which 23 A.  Interms of the bond buying programs, [
24 essentially is the—our models are based upon | 24 suspect we’re worse because the U.K.
25 25
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| finished 2012, the U.S. finished 2014, but 1 DR.BOOTH:
2 now we’ve got this mass of bond buying 2 A. No, itis. It’s something I’ve grabbled
3 programs by the European Central Bank and | 3 with for the last four years. 2009 we saw a
4 the Bank of Japan. So I think I said, 4 rapid spring-back in the Canadian economy.
5 “Waiting for Godot.” I should have saidin | 5 2010, the Bank of Canada started moving up
6 the play Godot never turns up. 6 short-term interest rates, and the Royal
7 KELLY, Q.C.: 7 Bank and other forecasters were saying,
8 Q. [ was going to ask you about that. 8 “Well look, Canada, a sort recession. We’re
9 CHAIRMAN: 9 going to be back on stream.” And then we
10 Q. Yes. 10 watched our major trading partners, and the
11 KELLY,Q.C. 11 U.S. introduced quantitative easing or bond
12 Q. And it’s—there’s a couple of other 12 buying. That knocked us back. All of a
13 references first where you make it clear 13 sudden, massive bond buying by the U.S.
14 that you view the 3.8 percent as a minimum | 14 Government and 3% trillion dollars’ worth of
15 level, correct? 15 securities taken off the capital market.
16 DR.BOOTH: 16 That’s where we were in 2012. 1 started to
17 A. That’s correct. 17 get—well, is this the new normal? When is
18 KELLY, Q.C.: 18 this going to happen? If the U.S. was to
19 Q. Yes. 19 suddenly dump those 3% trillion dollars’
20 DR.BOOTH: 20 worth of securities on the capital market,
21 A. Two percent inflation, 3.3 percent after tax | 21 interest rates would pop up, two, three,
22 is barely the rate of inflation. Soit’s a 22 four percent without any question
23 negative real interest rate. 23 whatsoever. Now we’ve not just got the U.S.
24 KELLY, Q.C.: 24 We’ve got the other major capital markets.
25 25
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1 Q. Okay. So let me come then to your question 1 [ compare it a bath, i.e. liquidity money.
2 about “Waiting for Godot,” because you 2 Three years ago we had the U.S. opening the
3 mentioned that yesterday and in fact in—you 3 taps full force, filling up the world with
4 make the same comment in NP-CA-082, and we | 4 liquidity, with cash. They’ve turned off
5 don’t need to go there, but when we first 5 the taps, but the bath, the U.S. bath is
6 had this discussion in 2009, you said to the 6 incredibly full, and we’ve got the Europeans
7 Board you expected interest rates within a 7 and the Bank of Japan. They’ve—their taps
8 few years to go to the 4.5, 5, 5.5 range. 8 are wide open. So the world is awash with
9 When we had this discussion the last time, 9 liquidity.
10 you still expected them to go to that range, 10 KELLY, Q.C.:
11 but had no clarity as to when we were going 11 Q. Okay, so —
12 to get there, and as you said in “Waiting 12 DR.BOOTH:
13 for Godot,” Godot never came, and it was 13 A. And when we think about that--and this is
14 Beckett’s thesis presumably that he was 14 where I take exception. I’ve had
15 never going to come. And for clarity as to 15 discussions with our people in a
16 what you mean by “Waiting for Godot,” is it 16 macroeconomic forecasting model. They’ve
17 that yes, we will eventually get there, but 17 got a standard macroeconomic forecasting
18 it’s still well off in the future? In other 18 model, a large-scale model with all of these
19 words, are we still waiting for something 19 exports, imports and everything else. The
20 you expect to happen? 20 critical thing is the global policy makers.
21 DR.BOOTH: 21 Do the central banks dump all of those
22 A. A very good question, Mr. Kelly. 22 securities and get us back to normal, or do
23 KELLY, Q.C: 23 they simply keep flushing the system with
24 Q.  Thank you. 24 cash?
25 25
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1 KELLY, Q.C.: 1 DR.BOOTH:

2 Q. Right. 2 A.  Ifyou asked, me would I buy bonds now, I

3 DR.BOOTH: 3 would say no. If you asked me do I think

4 A. Personally, I don’t think the monetary 4 we’re going to have interest rates of 3%

5 policy is working and hasn’t worked for 5 percent next year, I’d say highly, highly

6 several years. 6 unlikely. I discounted the idea of a new

7 KELLY, Q.C.: 7 normal four—three or four years ago, but [

8 Q. Okay, don’t — 8 think we may end up being in this period of

9 DR.BOOTH: 9 low interest rates for at least another
10 A. But that’s the only stream — 10 three to five years.

11 KELLY,Q.C. 11 KELLY,Q.C.
12 Q. No need to dive too deeply into the world’s | 12 Q. Okay. And so as a result of that, your
13 monetary policy. 13 recommendation hasn’t changed, correct?
14 DR.BOOTH: 14 DR. BOOTH:
15 A. Okay, if - 15 A.  That’s correct.
16 KELLY,Q.C.: 16 KELLY, Q.C.:
17 Q. Because it — 17 Q. AndI take it from that, that your view of
18 DR. BOOTH: 18 the cost of capital hasn’t changed?
19 A. I don’t know, Mr. Kelly. I would say 2009119 DR. BOOTH:
20 was confident that we had a normal spring- | 20 A. That’s correct. I’ve recommended 7'z percent
21 back. 2012, I began to question this 21 three years ago, and recommended that the
22 because of the U.S. Central Bank Bond 22 Board use an automatic adjustment model, but
23 purchases. Now there’s absolutely no 23 not change anything until the interest rates
24 question; the capital markets do not believe |24 hit 3.8 percent. Until that happens, we do
25 25
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1 the economists. 1 not have ordinary investors determining

2 KELLY, Q.C.: 2 interest rates.

3 Q. All right, so — 3 KELLY,Q.C.

4 DR.BOOTH: 4 Q. So your message to the Board, if I follow

5 A. If they did and interest rates increased, 5 you correctly, is this is the time to stay

6 there’d be massive losses in the bond 6 the course, nothing has changed to warrant

7 portfolios. 7 doing anything differently?

8 KELLY,Q.C.: 8 DR.BOOTH:

9 Q. So we’ve gone from your certainty of 2009 to [ 9 A.  Twould say that my message to the Board is
10 at least “Waiting for Godot”, but maybe even | 10 to use risk premium models post problems.
11 questioning whether he’s coming? 11 The same problems this time as they did
12 DR. BOOTH: 12 three years ago because the base of the
13 A.  Yeah, perhaps he’s not coming for another 13 risk-free—the risk premium models is the
14 ten years. 14 risk-free rate and that’s not been
15 KELLY,Q.C: 15 determined by ordinary investors. So I
16 Q. Okay. So we remain in a relatively narrow | 16 recommended they not change the allowed ROE
17 range that we just looked at from 17 three years ago unless interest rates went
18 approximately 2.2 percent long Canada rates | 18 above 3.8 percent. Based upon allowing a 7%»
19 to 3 and a bit? 19 percent fair ROE, and that’s exactly the
20 DR.BOOTH: 20 same recommendation at the moment.

21 A. That’s correct. 21 KELLY, Q.C.:

22 KELLY,Q.C. 22 Q. Right.

23 Q.  Okay. 23 DR.BOOTH:

24 (9:15am.) 24 A.  Since then, [ would just say I've become
25 25
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1 more pessimistic about where interest rates 1 Q. Right, exactly. So if interest rates move
2 are going. You probably remember, Mr. 2 around a little bit, and we’ve looked at
3 Kelly, that I offered the Board an 3 that graph, when they went up to 3.35 in
4 alternative three years ago, that they use 4 2015, you wouldn’t have said, “Oh
5 an automatic adjustment mechanism and not | 5 Newfoundland Power’s cost to capital should
6 increase until interest rates go above 3.8 6 go up,” because we’re just still in that
7 percent, or they go with the fixed rate. I 7 narrow little range?
8 think it was 8.2 percent three years ago. 8 DR.BOOTH:
9 I’ve dropped that recommendation because I | 9 A.  Yeah, my recommendation would have been 7.5
10 don’t see interest rates increasing over the | 10 percent.
11 two test years to a level that would make 11 KELLY, Q.C.
12 8.2 percent a fair ROE. 12 Q. Exactly.
13 KELLY,Q.C. 13 DR. BOOTH:
14 Q. So across the Canadian capital market, 'm | 14 A, And I suspect, I hate to tell you this, Mr.
15 taking it from what you’ve said, that the 15 Kelly, that if we come back here in three
16 cost of equity is essentially the same today | 16 years’ time —
17 as it was in 2013? 17 KELLY, Q.C.:
18 DR. BOOTH: 18 Q. You may be saying the same thing.
19 A.  That’s correct. The - 19 DR. BOOTH:
20 KELLY,Q.C.: 20 A. - my best bet at the moment is that it’s
21 Q. 2012. All right. 21 going to be exactly the same in three years’
22 DR.BOOTH: 22 time as it is now.
23 A. I would say the overall equity market, there |23 KELLY, Q.C.:
24 might be a 50—I think there’s generally 24 Q. Now let’s have a look at PUB-CA-005. And
25 25
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1 about a 50-basis points or so decline in the 1 Samantha, if you scroll up to—scroll along
2 expects return on the equity market, but 2 so we get lines 15 through about—there we
3 there’s a range of seven to eight or nine 3 go, that part of the thing. And you explain
4 percent by different people at like Aon and 4 to--in response to this RFI, Dr. Booth, how
5 Wyman and other people. 5 you go about trying to assist the Board and
6 KELLY,Q.C.: 6 your first point was “analyse the market
7 Q. So if the—and assuming for the moment that | 7 conditions.” I’'m going to skip through the
8 we accept that the Board has exercised its 8 first couple.
9 regulatory judgment the last time, your view | 9 DR.BOOTH:
10 would be that the market conditions haven’t [ 10 A. Sure.
11 changed to change anything from 2012 to 11 KELLY, Q.C.
12 2013. We’re still in that narrow range? 12 Q. “Let the data say what it says; consider
13 DR.BOOTH: 13 applying economic reasoning to adjust
14 A.  I'would—that’s generally true. I think the 14 historic data to reflect current market
15 A bond yield at the time I prepared my 15 conditions,” and then, “show the order of
16 testimony to—in 2012 to now has come down | 16 magnitude of any adjustments so the regular
17 about 20, 25 basis points. 17 can make”—"regulator can make a decision on
18 KELLY, Q.C.: 18 the basis of both fact and expert judgment.”
19 Q. Okay. 19 DR.BOOTH:
20 DR.BOOTH: 20 A.  That’s correct.
21 A. So there has been a decline in interest 21 KELLY,Q.C.
22 rates, but my basic recommendation is not to | 22 Q.  Right. And the key piece out of this for
23 change until we hit 3.8 percent. 23 the Board is at the end of day the Board has
24 KELLY,Q.C.: 24 got to exercise its regulatory expertise
25 25
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1 judgment, correct? 1 provided you with your evidence and perhaps
2 DR.BOOTH: 2 that needs to be marked as the next —
3 A. Absolutely. 3 MS.GLYNN:
4 KELLY,Q.C. 4 Q. Information Number 31.
5 Q. Yes. 5 KELLY, Q.C.
6 DR.BOOTH: 6 Q. Thirty-one. And Dr. Booth, I'm going to
7 A. The Board, any board, is up there in order | 7 take you into that to page 25 and to the
8 to exercise judgment to determine whatis | 8 bottom of the page. Can we go to page 25,
9 fair and reasonable - 9 Samantha? The bottom of the page. There we
10 KELLY, Q.C. 10 go, and this is the rate that you were
11 Q. Right. 11 looking at in 2013 and ’14?
12 DR. BOOTH: 12 DR. BOOTH:
13 A. - in terms of the rates. 13 A, That’s correct.
14 KELLY, Q.C.: 14 KELLY,Q.C.:
15 Q. So in the capital asset pricing model, or I | 15 Q. And you say there, “The RBC forecast for
16 don’t know if you want to call it your 16 Canada is now more optimistic than that of
17 adjusted model, we still have the basic— [ 17 the September consensus that puts the 10-
18 whatever the risk-free rate is, which you’re | 18 year Canada bond yield at 1.8 2 months out
19 saying is 3.8 as an equilibrium number, 19 and 2.2 12 months out, so adding the current
20 correct? 20 spread for the 30-year bond implies a
21 DR.BOOTH: 21 forecast long-term Canada yield of barely
22 A. Well that’s true. 1 mean the forecast for 22 2.8 percent.” Correct?
23 the test here, I think I have is 2.8 23 DR.BOOTH:
24 percent. 24 A. That’s correct.
25 25
Page 22 Page 24
1 KELLY,Q.C.: 1 KELLY, Q.C.:
2 Q. We’ll come to that. 2 Q. And if you could, just go on to the next
3 DR.BOOTH: 3 page, Samantha? “I would judge long-term
4 A. I mean that’s reasonable objective. 4 Canada yields are marginally less than three
5 KELLY,Q.C.: 5 percent as well below any equilibrium yield
6 Q. We’ll come to that one. 6 since they are only one percent above
7 DR.BOOTH: 7 forecast inflation,” et cetera. I’'m going
8 A.  Yeah 8 to stop there. And the rate that you used
9 KELLY,Q.C: 9 in your analysis in 2012 was that three
10 Q.  But the equilibrium rate 3.8 to 4? 10 percent rate, correct?
11 DR. BOOTH: 11 DR. BOOTH:
12 A.  Yeah 12 A. I think so, yeah. I think -
13 KELLY, Q.C.: 13 KELLY, Q.C.:
14 Q. The market risk premium and beta. These are | 14 Q. As your starting CAPM analysis?
15 all factors as we talked about the last time 15 DR.BOOTH:
16 that require judgment, either your judgment | 16 A. Yeah, I think so and then I added 80 basis
17 as the finance professor and ultimately the 17 points for my bond buying.
18 Board’s regulatory judgment. Correct? 18 KELLY, Q.C.:
19 DR.BOOTH: 19 Q. And your 40 for credit spread adjustments?
20 A.  That’s correct. 20 DR. BOOTH:
21 KELLY,Q.C. 21 A. Yeah, that’s correct.
22 Q. Right. Now let’s go to the point that you 22 KELLY, Q.C.:
23 just touched on which is your interest rate 23 Q. So you started at three the last time. Now
24 use that used the last time. And we’ve 24 can we pull up your evidence from this time
25 25
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1 and it’s at page 25, line 17, and if you—no, | 1 across the 30-year long bond rate and we

2 page 25 of Dr. Booth’s current testimony. 2 come to 2017, we have rates that would go to

3 Oh, I'm sorry, still looking for it. There 3 3.65 percent. And as we’ve just seen,

4 you go. And we’ll go to the last paragraph, | 4 looking at your—the corresponding updated

5 okay? Now in this one you again are 5 data, you’d have 3.35 percent? Correct?

6 referring in line 10 to the RBC forecastand | 6 DR.BOOTH:

7 if I come down a little bit to the sentence 7 A. That’s correct.

8 that begins, “If the current spread from 8 KELLY, Q.C.:

9 Schedule 2 between the 30, 2.05 percent and [ 9 Q. Right. Sodo we not—to compare apples to
10 the 10-year 1.2 percent bond of .81 percent | 10 apples, do we not need to essentially say
11 1s added to the end of the 2016 forecast, 11 that the rate looking out over 2017 is
12 this implies the 30-year bond yield at the 12 something in the three percent range?
13 end of 2016 will be only 3.01 percent. The |13 DR.BOOTH:
14 average of March and December consensus | 14 A.  AslIsaid, Mr. Kelly, the—I mean you’re
15 forecast which is a proxy for the average 15 correct. If I was to be consistent with
16 for the year as a whole, and consistent with | 16 what I did three years ago, then at that
17 the application to an average forward test 17 point as I said I offered a fixed rate, but
18 year rate is 2.81 percent.” Correct? 18 remember we’re—three years ago we were
19 DR. BOOTH: 19 talking about returning to the adjustment
20 A. That’s correct. 20 mechanism. So I was looking for—I forget
21 KELLY,Q.C: 21 what the test year was, but I was looking
22 Q. Right, now the 2.81 percent is essentially 22 for the test year for a starting point for
23 the same as the 2.8 percent that you looked |23 the automatic adjustment mechanism, and I
24 at the last time? 24 offered an alternative. It was a fixed
25 25
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1 DR.BOOTH: 1 rate. As we’ve just been talking, I'm

2 A, Yes. 2 getting less and less pessimistic about

3 KELLY,Q.C.: 3 future interest rate increases. We’ve had

4 Q. Correct? 4 essentially the--exactly the same forecast

5 DR.BOOTH: 5 of increasing interest rates for the last

6 A.  They were basically exactly the same. 6 Six years.

7 KELLY, Q.C. 7 KELLY,Q.C.:

8 Q. Exactly. 8 Q. Okay.

9 DR.BOOTH: 9 DR.BOOTH:
10 A. The .01 percent is not material. 10 A. And it hasn’t happened.
11 KELLY,Q.C.: 11 KELLY,Q.C.
12 Q. Absolutely. Last time however though, you | 12 Q. Okay, now —
13 looked out to see what was the rate going 13 DR.BOOTH:
14 out into 2014 because we have a 2013 - 2014 | 14 A. Which is “Waiting for Godot.”
15 test year. This time we need to look at the 15 KELLY,Q.C:
16 rate going out through 2016 — 2017, correct? | 16 Q. Right, but my point still is, and I think
17 DR.BOOTH: 17 we’ve—you’ve agreed with me on it, that if
18 A. That’s correct. 18 the—since the Board is looking to compare
19 KELLY, Q.C. 19 where we were the last time and where we are
20 Q.  Right, but you haven’t factored that in 20 this time, we need to be adding—we’d be
21 because if we go back to the top of the page | 21 needing to look at that out through 2017
22 when you’re writing this, Samantha, and we | 22 which would take us, as we’ve just seen,
23 look at the—this was the RBC forecast which | 23 somewhere over three percent?
24 you’re using a the point in time, and we go [ 24 DR. BOOTH:
25 25
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1 A.  That’s correct. 1 Q. Exactly the same.
2 KELLY,Q.C. 2 DR.BOOTH:
3 Q. Right, about 20 basis points more than what 3 A. In fact, I think they’re same in—as in 2009.
4 you’ve factored into the beginning of your 4 KELLY, Q.C.
5 analysis? 5 Q. Exactly.
6 DR.BOOTH: 6 DR.BOOTH:
7 A.  That’s correct. 7 Q. [ see no change in the relative risk of
8 KELLY,Q.C.: 8 Canadian utilities.
9 Q. Right, okay. And in fact, if we pull this 9 KELLY,Q.C.:
10 up from the last time, just to kind of set 10 Q. Right, again a matter that the Board will
11 the stage here a bit more, if we go back to 11 exercise its regulatory judgment on. And
12 the transcript at page 10, and go to the 12 what [ want—this is what [ want to set up
13 bottom of the page, you’ll see where I put 13 here, is what are the apples and apples
14 the question, “My next question then is what 14 comparisons with your last testimony?
15 are you saying in relation to 2014,” because 15 DR.BOOTH:
16 we had a similar discussion, “because I 16 A. To be actually honest, Mr. Kelly, it’s
17 look, for example, at the consensus 17 almost exactly the same as three years ago.
18 forecast, Mr. McDonald,” who was the Board’s | 18 KELLY, Q.C.:
19 cost of capital witness, “has done a nice 19 Q. Exactly, exactly.
20 summary in his report out through 2013 and 20 DR. BOOTH:
21 2014, and he still has a 3.04 percent 21 A. And -
22 average,” and you can read all down through |22 (9:30 a.m.)
23 the next couple of pages. Over on page 12 23 KELLY, Q.C.
24 you agree that that’s correct. So we had 24 Q. You and I are in substantial agreement.
25 25
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1 three percent the last time, looking out; 1 Let’s just go forward here. “If this is
2 today we have roughly three percent, maybe a | 2 added to a 2.81 consensus forecast,” so you
3 little bit looking out? Agreed? 3 haven’t roast this up for the 2017 year,
4 DR.BOOTH: 4 “for the average long Canadian bond yield
5 A. That’s correct. I don’t think the interest 5 for 2016 and a 50-basis flotation cost
6 rate forecast has changed that much. 6 allowance, I would judge a simple CAPM fair
7 KELLY, Q.C. 7 return estimate for 2016 as follows.” And
8 Q. Okay. Iagree. 8 then you set it out, and then you say below
9 DR.BOOTH: 9 that at line 13, “The average estimate of
10 A.  And that’s one of the problems. 10 6.08 1s slightly lower, .2, than the simple
11 KELLY,Q.C. 11 average of 6.28 I used in my 2012 testimony
12 Q. Okay. Now, let’s turn next then to—bear 12 simply because the forecast long Canada bond
13 with me for one second. Let’s go next to 13 yield is that much lower.” But adjusting
14 your testimony now at page 42. And here we | 14 for the fact that we have a 2017 test year,
15 are. If we go to the top of the page there 15 you actually get back to the same result,
16 at about line 4, you say, “I would therefore 16 don’t we?
17 judge the going-forward utility risk premium | 17 DR. BOOTH:
18 to be 2.25 to 3,” because we have to factor 18 A.  That’s right. It’s not much difference.
19 in the market risk premium and beta. And 19 KELLY, Q.C.
20 your recommendations on those are 20 Q. Exactly, okay.
21 essentially the same as the last time? 21 DR.BOOTH:
22 DR.BOOTH: 22 A. [ mean the critical thing, as I’ve stressed,
23 A. Exactly the same. 23 is the—I would not regard 5% to 6% percent
24 KELLY,Q.C.: 24 as a reasonable ROE for a regulated utility
25 25
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1 because we’re using a forecast long Canada | 1 programs came in, but we were looking at a
2 yield that’s not being determined by 2 schedule that the FED was talking about to
3 ordinary investors. It’s being determined 3 get out of the bond buying program. Right
4 by the central banks. 4 now we have no idea when the Japanese and
5 KELLY, Q.C. 5 the European central banks are going to stop
6 Q. Okay, understood. Now, then we adjust for | 6 their buying programs. And we don’t know
7 that one point to be sure we’re comparing 7 when the FED is going to unwind the 3%
8 apples to apples. Then you go through two | 8 trillion dollars” worth of securities it’s
9 adjustments that you made the last time and | 9 got.
10 the first, Dr. Booth, is the 40-basis point 10 KELLY,Q.C.:
11 adjustment that you used in 2012 for credit | 11 Q.  Which is why on your analysis you’re
12 spreads, and this time it’s .45 percent? 12 actually doing this operation twist
13 DR. BOOTH: 13 adjustment?
14 A. That’s right. 14 DR. BOOTH:
15 KELLY, Q.C.: 15 A.  Well I'm doing it, but as you can see in my
16 Q. Forty-five — 16 evidence, it’s a lot more volatile now than
17 DR. BOOTH: 17 it was three years ago.
18 A. Credit spreads are marginally higher. 18 KELLY, Q.C.:
19 KELLY, Q.C. 19 Q. Right.
20 Q. Sorry? 20 DR.BOOTH:
21 DR.BOOTH: 21 A. And that’s partly as [ explained because we
22 A. Credit spreads are marginally higher than [ 22 do have some problems with preferred shares
23 they were three years ago. 23 issued by banks and by resource stocks, and
24 KELLY, Q.C.. 24 also because there’s these rate reset
25 25
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1 Q. Right, and that’s just a mathematical 1 preferreds where they’re being reset based
2 calculation? 2 upon the five-year long Canada bond yield
3 DR.BOOTH: 3 and that’s now down at .68 percent.
4 A. That’s correct. 4 KELLY,Q.C.
5 KELLY, Q.C.: 5 Q. The 1.3 percent operation twist adjustment I
6 Q. Okay. Then you do your operation twist 6 take it is your best judgment and advice to
7 adjustment. Correct? 7 the Board that you feel you can give at this
8 DR.BOOTH: 8 point in time?
9 A. Yeah. 9 DR.BOOTH:
10 KELLY, Q.C.: 10 A.  That’s correct.
11 Q. And the last time you had 80 basis points, |11 KELLY, Q.C.:
12 and this time you have 130 basis points? 12 Q. Inother words you’ve tried to use your best
13 DR. BOOTH: 13 judgment to get to that number?
14 A. Well, the last year I had 80 basis points 14 DR. BOOTH:
15 and was reasonably comfortable with it. 15 A.  That’s right. I've tried to look at the
16 This time I have 130 and I'm very 16 current level of bond yields, two percent,
17 uncomfortable with it. 17 and they’re clearly incredibility low.
18 KELLY, Q.C.: 18 Anybody buying Government Canada bonds at
19 Q. Not quite as certain, but - 19 two percent for 50 years is taking what we
20 DR.BOOTH: 20 call—let’s see. Instead of a risk-free
21 A. [’m not quite as certain because—and that’s | 21 rate, it’s a rate-free risk.
22 why the critical thing the Board has to look |22 KELLY, Q.C.:
23 at is simply these bond buying programs. 23 Q. Okay.
24 And even in 2012 the U.S. bond buying 24 DR.BOOTH:
25 25
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| A. Because the real return is negative and 1 Q. Right, 20 basis points on 7.83, because |
2 there’s a huge amount of uncertainty 2 want the Board to understand what’s the
3 surrounding that. So it’s a question of 3 comparable with 2012 — 2013. Now then you
4 what is a reasonable rate of return that 4 say, “Taking into account the current yields
5 people are thinking about in terms of a risk 5 on utility preferred shares,” which you’ve
6 return trade-off. You add 130 basis points 6 just mentioned, “and the difficulty in
7 to 2 percent, you’re at 3.3 percent. 7 making a direct transfer from preferred
8 KELLY,Q.C: 8 shares to common equity, I would tend to be
9 Q.  Okay. Now, so from there you then complete | 9 conservative and recommend the same 7.5
10 out your—can I call it an adjusted CAPM 10 percent as in 2012.” Now, can [ stop you
11 analysis? 11 there? You’ve already told us you used your
12 DR.BOOTH: 12 best judgment to get to 1.3 and the .45 is
13 A. No, it’s not a CAPM analysis at all. It’s a 13 simply math. Why do you adjust it back
14 risk premium analysis. 14 down? Because you’ve used judgment to make
15 KELLY,Q.C: 15 your adjustments and now you’re adjusting
16 Q. A risk premium, okay. I just—Idon’t want |16 your judgment.
17 to be offside in whatever language you’re 17 DR.BOOTH:
18 using. 18 A.  Because the—if we look at the graph on the
19 DR.BOOTH: 19 previous page, we can see that in 2012 we
20 A. No, no, that’s fine. The—I think at the 20 had basically a spread that was pretty
21 moment the CAPM is, as [ve said, is giving | 21 constant throughout 2012. It was around
22 unreasonably low estimates, but you can 22 about 75, 80 basis points. So I was
23 couch any estimate in terms of the risk 23 reasonably comfortable with that. In 2013
24 premium. 24 we had interest rates going up and the
25 25
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1 KELLY,Q.C.: 1 spread dropped down, and in fact our—before
2 Q.  Idon’t want to get into a semantic debate 2 [ think it was Hydro Quebec I represented a
3 is simply my point. 3 40 basis point adjustment because we were
4 DR.BOOTH: 4 getting to the situation where interest
5 A.  Okay. 5 rates were increasing and the impact of the
6 KELLY,Q.C.: 6 U.S. bond buying was dissipating. People
7 Q. Now let’s go to page 51 so we understand 7 were seeing interest rates increasing. And
8 where this kind of goes. Having made your 8 then, starting in 2015, we have this huge
9 two adjustments on the same methodology that | 9 increase and huge volatility. And if we go
10 you did from 2012, you come up with a range | 10 from one month to the next, we see swings of
11 at lines 4 to 5 of 7.31 to 8.36 and you say, 11 50, 60 basis points. So the problem is how
12 “This would indicate a 2016 fair ROE of 7.83 | 12 much reliance am I going to be—place on
13 percent for a benchmark utility,” correct? 13 something that has resulted in huge
14 DR. BOOTH: 14 volatility swing during 2015. So when I say
15 A.  That’s correct. 15 conservative, I'm saying when I look at the
16 KELLY, Q.C. 16 spread here, I’'m not as comfortable looking
17 Q. Right. Now, can I stop you there? In order 17 at preferred shares and going from preferred
18 to make that apples to apples again to 18 shares to common shares as I was three years
19 adjust for the 2017, I have to add on 20 19 ago. Three years ago it was a reasonably
20 more basis points, so that would take us to 20 stable relationship. Now there’s extreme
21 8.03 percent? 21 volatility in that relationship.
22 DR.BOOTH: 22 KELLY,Q.C.
23 A. That sounds about correct. 23 Q. What does conservative mean? Because if
24 KELLY, Q.C. 24 you’re not sure, then couldn’t vary either
25 25
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1 way? So maybe 1.3 for operation twist 1 what we call rate resets. They reset the
2 should be 1.2, but maybe equally it could be | 2 dividend based, every five years, based upon
3 1.5? In other words, you’ve already used 3 the five-year government of Canada bond
4 your best judgment to get to 1.3. It 4 rate. Since the spring and the drop in the
5 doesn’t make logical sense then to be making | 5 overnight rate, we’ve seen people looking at
6 an adjustment to your judgment. 6 those preferred shares, saying, “Those are
7 DR.BOOTH: 7 going to be reset at a premium over .68
8 A.  Ohitdoes, Mr. Kelly. All of this is based 8 percent. I’'m holding them now, but the
9 upon trying to figure out what is going on 9 dividends are going to be dramatically cut.”
10 in the government bond market and what’s | 10 So the price of those rate reset preferreds
11 going to happen when the bond buying 11 is dropped and their dividend yields have
12 programs in Europe and Japan stop and when | 12 gone up. So a significant amount of that
13 the U.S. unwinds its program? 13 volatility I suspect, which is the index on
14 KELLY, Q.C.: 14 the Toronto Stock Exchange, I suspect is
15 Q. [s this the point that the chair of the BCUC | 15 being driven by these rate reset preferred
16 was making to you that you referred to at 16 shares. And you can see that when you
17 the end of your opening yesterday that 17 actually look at Fortis’s preferred shares.
18 you’re using a lot of judgment, Dr. Booth? 18 KELLY, Q.C.:
19 DR. BOOTH: 19 Q. Your comment about volatility is kind of
20 A. When the BCUC, one of the panel members | 20 interesting though, isn’t it? Because
21 said—I can’t remember the exact quote, but | 21 you’ve said to the Board before that, well,
22 “Is judgment more important at this pointin | 22 the market is telling us what people—what
23 time?” And I said, “Yes.” 23 investors think it is today. So why
24 KELLY, Q.C.. 24 wouldn’t we look at that market? You’ve
25 25
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1 Q. Yes. 1 applied your judgment at 1.3 percent. Why
2 DR.BOOTH: 2 does volatility suddenly become an issue on
3 A. There’s absolutely no question judgment is 3 which you have to adjust your judgment?
4 more important now than [ would say almost | 4 DR.BOOTH:
5 any time I’ve been testifying for the last 5 A. Well, because the range could be anywhere
6 30 years. 6 from 100 to 150 basis points for that, that
7 KELLY, Q.C.: 7 adjustment. And in fact, if you go back
8 Q. Okay. 8 into the spring, and it was basically 85
9 DR.BOOTH: 9 basis points. That has been a hugely
10 A. We have never ever had a situation where 10 volatile adjustment. And as I said, all I'm
11 we’ve had this massive amount of 11 saying is that when I look at those
12 intervention in government bond markets 12 preferred shares, those rate reset five-year
13 around the world which I think has made the | 13 preferred shares are causing a lot of
14 risk premium models suspect, simply because | 14 problems in the Toronto Stock Exchange
15 they may be the yields that exist in the 15 index.
16 market, but I do not think they’re fair 16 KELLY,Q.C.:
17 basis for setting a risk premium model. 17 Q. Okay.
18 KELLY, Q.C.: 18 DR.BOOTH:
19 Q.  Okay, now - 19 A. Which has a significant component of five-
20 DR.BOOTH: 20 year rate reset preferred shares. So all
21 A. So there’s that huge amount of uncertainty, | 21 [’'m saying is the--three years ago I said to
22 and that clearly—and as I said, Mr. Kelly, 22 the Board, “Accept an automatic adjustment
23 one of the problems with the preferred 23 mechanism and don’t change it until the
24 shares is a bit section of the market is 24 forecast long Canada bond yield is 3.8
25 25
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1 percent.” I'm looking at what’s going on in 1 A. That’s right, but you weren’t the only one.
2 the government bond market. I don’t think 2 Most utilities across Canada said, “Look,
3 we’re going to see an increase in interest 3 how can this be? How can you give us a
4 rates for the next two years. 4 lower ROE when our borrowing cost is going
5 KELLY,Q.C.: 5 up?”
6 Q. Yes. 6 KELLY,Q.C.
7 DR.BOOTH: 7 Q. We’re glad to see the finance professors are
8 A.  Infact probably for the next three or four 8 catching up to the utility industry.
9 years. 9 Anyway, can [ -
10 KELLY,Q.C.: 10 DR. BOOTH:
11 Q. Which is why you’re not—now not recommending | 11 A. No, that is not correct, Mr. Kelly. And
12 an automatic adjustment mechanism? 12 that is a facetious remark. The -
13 DR.BOOTH: 13 KELLY, Q.C.:
14 A.  Idon’t think—I wouldn’t recommend the Board | 14 Q. Well, we're—
15 goes to an automatic adjustment mechanism. 15 DR.BOOTH:
16 KELLY, Q.C. 16 A. As I said, in 2009 there was a period of
17 Q. Yes. We got there in 2009 with that 17 about six months when the bond spreads
18 analysis, but - 18 increased. The A borrowing cost went up and
19 DR.BOOTH: 19 the ROEs were going down because they were
20 A.  Yeah, well most boards didn’t. The Board 20 tied to the long Canada bonds yield. At
21 came back. 2009 was huge uncertain year, as 21 that time I said the ROE—the adjustment
22 you know, Mr. Kelly, but the—and the 22 mechanisms are fine because that was a
23 conditions in 2009 were completely different 23 temporary phenomenon. And it was a
24 from what they are not. 24 temporary phenomenon. And in 2009 through
25 25
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1 KELLY,Q.C. 1 to 2012 long Canada bond yields came down,
2 Q.  Okay. 2 and A bond yields came down. So the
3 DR.BOOTH: 3 underlying premise that caused the problems
4 A.  The reason why the Board’s — 4 in the adjustment mechanism back in 2008 —
5 KELLY,Q.C. 5 2009, has got nothing to do with what’s
6 Q. I'don’t want to bog down over automatic 6 going on at the moment.
7 adjustment. 7 KELLY, Q.C.:
8 DR.BOOTH: 8 Q. Okay.
9 A.  No, but you made a comment there and I'1l 9 DR.BOOTH:
10 just say that the reason why boards—some 10 A, What’s going on at the moment is something
11 boards jettison in the automatic adjustment 11 that’s entirely different in the capital
12 mechanism was because the ROE and the 12 markets which is the massive bond buying on
13 borrowing rate for utilities were going in 13 the part of the central banks.
14 opposite directions. We could - 14 KELLY, Q.C.:
15 KELLY, Q.C. 15 Q. Sure.
16 Q. When I said “we,” it was Newfoundland Power | 16 DR. BOOTH:
17 who was recommending in — 17 A.  Thatdid not exist in 2009. So drawing a
18 DR.BOOTH: 18 comparison now with the fact that ['m not
19 A, Well, you weren’t the only one. 19 recommending an automatic adjustment
20 KELLY, Q.C.: 20 mechanism whereas the utilities recommended
21 Q. -in2009 not to have the formula. The 21 in 2009 under entirely different
22 Board did adopt it in *09, and we continued 22 circumstances, is not correct.
23 on until we got to 2012, 23 KELLY,Q.C.
24 DR.BOOTH: 24 Q.  Okay, well I don’t wish to have that debate
25 25
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1 further, but what I want — | your adjustment is, “I would also note that
2 DR.BOOTH: 2 allowed ROEs in both Alberta and Quebec have
3 A. Youjustdid. 3 been lowered since 2012”. Now that doesn’t
4 KELLY,Q.C. 4 seem to me to be an observation that a cost
5 Q. I do want to come back to this point, and 5 of capital expert should be making to reduce
6 that we left from. And Samantha, can we 6 an analysis because that introduces
7 come back to Dr. Booth’s testimony the last | 7 circularity, doesn’t it? A cost of capital
8 time at page 56, lines 20 to 21? No, this 8 expert is supposed to give the Board best
9 should be his — 9 assessment of what markets are saying, not
10 MS. PIERCEY: 10 to be driven by what boards have already
11 Q. Oh you want 20127 11 done. So my first problem [ have with that
12 KELLY, Q.C.: 12 reason for your adjustment is circularity.
13 Q. 2012 testimony. Sorry, I wasn’t clear. 13 I’ll give you an opportunity to agree or
14 There we go, the bottom of the page. Now | 14 not?
15 Dr. Booth, this is the analysis that you had [ 15 DR. BOOTH:
16 did—that you did in 2012, and I just want to | 16 A.  T'would agree with that, it’s the
17 set this up for the Board. The last time 17 responsibility of an expert witness to
18 you made your adjustments based upon your | 18 inform the Board, and to offer unbiased
19 judgment, and starting with the 3 percent 19 opinion and judgment to the Board as to what
20 for the forecast interest rate, adjusted for 20 is a fair ROE.
21 your two adjustments and came up with the |21 KELLY, Q.C.:
22 estimate of 6.95 percent to 8 percent, and 22 Q.  But you wouldn’t make your adjustment based
23 then you said, “Overall, this would indicate | 23 upon what other regulators have done surely,
24 a 2013 a fair ROE of 7.50,” which is halfway | 24 it’s circular?
25 25
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1 in between. 1 DR.BOOTH:
2 DR.BOOTH: 2 A.  Notreally, it’s circular in the sense that
3 A, That’s correct. 3 they look at exactly the same evidence, but
4 (9:45a.m.) 4 regulators look at a variety of issues and
5 KELLY,Q.C.. 5 they come on with an informed judgment as to
6 Q. Right. So what you’ve done in this time, 6 what is fair and reasonable, and all I'm
7 Samantha, if we can now come back to page 51 | 7 doing here is ['m not changing my
8 of Dr. Booth’s current testimony, is we now 8 recommendation. All I'm saying is in the
9 have this adjustment to the judgment added 9 end, “However, I note that consistent with
10 on. In other words, there’s a component in 10 Concentric’s review of allowed ROEs prepared
11 your current analysis different than in 11 for the Canadian Gas Association, the
12 2012. This is the second change in 12 statistical evidence from bond yields is for
13 approach, the first one being we had to 13 lower allowed ROEs than in 2012. I would
14 adjust for the 2017 interest rate, this one 14 also note that allowed ROEs in both Alberta
15 here is you’ve added this new element of 15 and Quebec have been lowered since 2012”.
16 judgment to it at the end, correct? 16 That’s just background information to
17 DR. BOOTH: 17 support my -
18 A.  It’s correct that circumstances have changed 18 KELLY, Q.C.:
19 over the last three years in terms of my 19 Q.  Isee. Soyou’re notsaying that the
20 assessment of the impact of bond buying 20 explanation you provided in this is actually
21 program, that’s correct. 21 the reason for the 33 basis point
22 KELLY,Q.C. 22 adjustment?
23 Q.  Can I take you down to the last sentence 23 DR.BOOTH:
24 here, which one of the reasons you give for 24 A. What 33 basis point adjustment?
25 25
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1 KELLY, Q.C.: 1 A.  No, not really. I’ll explain the reason for
2 Q. Well, you’ve gone from 783 to — 2 that is there’s the evidentiary basis and
3 DR.BOOTH: 3 then there’s the timing of the decision.
4 A. 750 to 783. 4 This Board has got quicker decisions than
5 KELLY, Q.C. 5 the Alberta Utilities Commission, which
6 Q. To 750. 6 takes forever to come to their decision, and
7 DR.BOOTH: 7 the BCUC seems to take a long time, but in
8 A. In terms of that 750 to 783, as I thought 8 terms of the sequence this year, I think
9 we’ve established, Mr. Kelly, the major 9 it’s almost exactly the same as three years
10 reason for that is the adjustment for bond 10 ago. The BCUC had its hearing a month ago,
11 buying from 80 to 130, and as I've 11 we’ve got a hearing now in Newfoundland, and
12 indicated, I’'m very uncomfortable with that | 12 we’re expecting to have a hearing in Alberta
13 because of the volatility of the preferred 13 May/June. So basically the evidentiary
14 spreads. 14 basis for those hearings is not that
15 KELLY, Q.C.: 15 different. Mr. Coyne’s evidence, for
16 Q. Right, because the other problem in looking | 16 example, is there’s a 14 day difference
17 at what regulators do, is it begs the 17 between this Board and the BCUC. So the
18 question of who has led the list lower, and | 18 evidentiary basis on which the boards make
19 if we go for a moment to PUB-NP-034, 19 their decisions very, very similar. The
20 Samantha, we’ll come back to this page 20 only difference is how long it takes the
21 again, you see these are the current allowed | 21 boards to get the decisions out and the
22 returns, correct? 22 hearing. Iregard them all as being exactly
23 DR.BOOTH: 23 the same.
24 A. I think so, yes. 24 KELLY, Q.C.:
25 25
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1 KELLY,Q.C. 1 Q. Samantha, can you put back up PUB-NP-034,
2 Q.  Samantha, can you pop up NP-CA-82? Here we | 2 and these are all the rates which are
3 go. Now if we can scroll up the table a 3 currently in effect, and, in fact, Ontario’s
4 little bit, you’ll see in — if we go to the 4 rate is a 2016 rate just established last
5 2012 lines, Dr. Booth, the first one in 5 fall.
6 March is a TransCanada Pipeline 6 DR.BOOTH:
7 restructuring. This is about your evidence, 7 A.  Twill accept that.
8 so we’ll skip over that one, and then the 8 KELLY, Q.C.:
9 next one we get to is actually the 9 Q. In fact, Ontario has just looked at their
10 Newfoundland Board, which is the point at 10 mechanisms and concluded that it is giving
11 which it got reduced to 8.8 percent, and 11 the correct results. They’ve just, as of
12 then after that we have Nova Scotia Power, 12 January 2016, reaffirmed it?
13 then we have the Newfoundland Board again, 13 DR.BOOTH:
14 and it’s only after that, after the 14 A. What I would say is Ontario hasn’t had a
15 Newfoundland Board being at 8.8 now on two [ 15 litigated hearing into the ROE since 2004.
16 times, that BCUC finally gets in the game 16 The Ontario Energy Board had a review with
17 and Alberta gets into the game. So they 17 internal staff that said it’s working fine,
18 actually come after. We’ve heard a lot of 18 but that’s not a litigated hearing. That
19 evidence before the Board about the 19 was an internal decision by the board.
20 timeliness of this Board’s decisions, so 20 KELLY, Q.C.
21 it’s actually this Board which has led the 21 Q. And that rate there for Ontario is a 2016
22 Canadian numbers lower. Do you not agree 22 rate?
23 with that? 23 DR.BOOTH:
24 DR.BOOTH: 24 A.  Tthink so. I think that’s probably what
25 25
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1 came out in September/October. 1 Q. More than that, yeah.
2 KELLY,Q.C. 2 DR.BOOTH:
3 Q. So if we look at that, British Columbia and 3 A, Because one of the things the OEB did was
4 Alberta are now under review, and we’ll wait [ 4 give a standardized cost of capital in the
5 and see which way they go. 5 hope that they would force some mergers and
6 DR.BOOTH: 6 acquisitions to reduce the number of tiny
7 A. That’s correct. 7 little distribution companies.
8 KELLY,Q.C.: 8 KELLY,Q.C.
9 Q. But Ontario, Prince Edward Island, and Nova | 9 Q. There’s a large number of utilities in
10 Scotia, are all above where this Board 10 Ontario with the allowed ROE of 9.19 percent
11 currently is? 11 for 20167
12 DR. BOOTH: 12 DR. BOOTH:
13 A.  That’s correct. I mean, when you look at 13 A.  That’s right, and they’ve all got — well,
14 this, they’re investor owned electric 14 even further than that, Mr. Kelly, they’ve
15 utility companies, but FortisBC Electric has | 15 got deemed common equity ratios, deemed cost
16 generation, Nova Scotia is an integrated 16 of debt, deemed short term borrowing costs,
17 electrical utility that has complete 17 and a deemed ROE, because most of them,
18 generation, so you’re not comparing like 18 their financial structures don’t look
19 with like. The T & D is in Alberta, BCand | 19 anything like normal utilities because
20 Nova Scotia are not T & D, Prince Edward | 20 they’re municipally owned. I’d also point
21 Island, that’s the Government —so 'mnot | 21 out there that you’re probably aware the
22 going to comment on that except for the fact |22 Ontario Government, not only does it have a
23 they were supposed to be having a hearing 23 huge budget deficit, but its selling off
24 and they didn’t have a hearing. 24 Hydro One, and it’s selling off Hydro One at
25 25
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1 KELLY, Q.C.: 1 a huge premium over its book value. At the
2 Q. Ontario covers a whole range of utilities, 2 same time, it’s decided not to review the
3 doesn’t it? 3 ROE, so I'll leave it to you to work out
4 DR.BOOTH: 4 what the motivation of the Provincial
5 A.  That’s correct. Ontario is the outlier both 5 Government is in Ontario.
6 in terms of the common equity ratio and in 6 KELLY,Q.C.
7 terms of the allowed ROE, and it’s 7 Q. Samantha, can we come back to page 51 of Dr.
8 mystifying to understand why the OEB hasn’t | 8 Booth’s current evidence. Now this
9 had a litigated hearing for 12 years, but as 9 adjustment to the judgment, I’ll call it, of
10 you probably know, Mr. Kelly, the two gas 10 33 basis points, is it 33 basis points that
11 companies, Union Gas and Enbridge Gas, have | 11 you’re adjusting here?
12 been under settlement for about the last ten 12 DR. BOOTH:
13 years. The only hearing into their common 13 A.  No. What I'm saying is that given the
14 equity ratio was three years ago when it was 14 uncertainty and the difficulty making a
15 confirmed at 36 percent. The rest of the 15 transfer for preferred shares to common
16 utilities are the electric utilities who are 16 equity, I would tend to recommend the same
17 almost all publicly owned. 17 7.5 percent as in 2012, and the other side
18 KELLY, Q.C.: 18 to that, Mr. Kelly, is that you can look at
19 Q. I think there’s something like 40 utilities 19 all the DCF evidence and the overall return
20 across Ontario that are covered by that 20 on the equity market which has come down a
21 program? 21 bit.
22 DR.BOOTH: 22 KELLY, Q.C.:
23 A, D’dsuspect that there’s more than that. 23 Q. TI'll come back to that. Before we leave
24 KELLY,Q.C.: 24 this, in order to be comparable, earlier on
25 25
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1 we had a discussion which we agreed that we | 1 adjustment mechanism, whereas now I'm just
2 need to add 20 basis points to make this 2 recommending 7.5 percent because I do not
3 apply to 2017. So instead of 750 in your 3 have any faith in the forecasters and the
4 analysis, is it 770? 4 increase in interest rates. It’s just
5 DR.BOOTH: 5 incompatible with the way in which the
6 A.  No. What I said in— 6 capital markets are working.
7 KELLY, Q.C. 7 KELLY, Q.C.
8 Q. So you get the same result of 750 regardless 8 Q. You're saying there’s more uncertainty out
9 of whether you look at a 2016 test year or a 9 there, but we still have to do a risk
10 2017 test year? 10 premium analysis. So if [ take what you’ve
11 DR.BOOTH: 11 presented yesterday in your opening, and I
12 A. [ would say that if you believe the 12 adjust the base forecast to 3 instead of
13 forecasts which have been consistently wrong | 13 2.81, and do the math, I get 8.03 on the
14 for the last six years, you’re entirely 14 screen, 20 basis, 8.04.
15 correct. As I’ve said, and I’ve said 15 DR.BOOTH:
16 repeatedly, I'm getting extremely 16 A.  Ifyou do that, that’s — look, I have no
17 pessimistic about the forecasts that are 17 problem with your math, Mr. Kelly, and, in
18 coming out of all the economic forecasters. 18 fact, as I said three years ago, I
19 They’re simply not believed by the capital 19 recommended a fixed rate, I think, of 8.2
20 market. If it was actually believed that 20 percent because [ was taking the forecast
21 interest rates would go from 2 percent to 21 and [ actually believed that we would end up
22 3.3 percent over the next two years, there 22 having increasing interest rates. Now I'm
23 would be huge losses in the bond market 23 extremely pessimistic that that’s going to
24 because as interest rates go up, the value 24 happen. So the major change over the last
25 25
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1 of bonds go down, and to be absolutely 1 three years is I’ve become extremely
2 honest, I think this Board had it right 2 pessimistic about future interest rate
3 several years ago where you used the 3 increases.
4 existing long Canada bond yield because that | 4 KELLY, Q.C.:
5 is the best market expectation where the 5 Q. Dr. Booth, you have been probably the
6 long Canada bond yield is going to be next 6 principal proponent in Canada of the risk
7 year. 7 premium analysis, and this is the
8 KELLY,Q.C.: 8 methodology that you’ve used, correct?
9 Q. Butl- 9 DR.BOOTH:
10 DR. BOOTH: 10 A. I’'m very flattered that you said I'm the
11 A.  And then the Board moved to a forecast. The | 11 principal proponent. I wouldn’t have said
12 forecasts have been consistently wrong. 12 that.
13 KELLY,Q.C.: 13 KELLY, Q.C.:
14 Q. To get to your 3 percent, [ used your 14 Q. Well, I think you’re well recognized as the
15 surrebuttal updated RBC forecast for those 15 major proponent for the —
16 20 extra basis points, so Samantha, can we 16 (10:00 a.m.)
17 pull up Dr. Booth’s slide from yesterday, 17 DR. BOOTH:
18 the last one, please, and I think it’s 18 A. Flattery will get you everywhere, Mr. Kelly,
19 number 48. 19 but what [ would say is that I know that my
20 DR.BOOTH: 20 colleagues, and Professor Ralph Winter,
21 A. I will accept, Mr. Kelly, that consistent 21 Professor Bill Waters, have been — I mean,
22 with 2012, I’ve not made an adjustment for — |22 it’s the standard model that we use. It’s
23 the second year of the two year test year 23 not as if I'm doing anything strange, but I
24 because in 2012, I was assuming an automatic | 24 would say just to sort of back up a little
25 25
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1 bit, when [ started testifying, [ used four 1 what ['m going to suggest to you is whether
2 models. Half of them were discounted cash 2 it’s 770, in other words you add the 20, but
3 flow models, one was a CAPM model, and one | 3 make an adjustment, or it’s 804, what your
4 was an estimate implying a rate of return 4 analysis is showing on this risk premium
5 using market to book ratios. So one quarter 5 analysis which you do consistently is
6 of my testimony was CAPM. The change inthe | 6 actually a somewhat higher cost of equity
7 number of companies that we’ve got in Canada | 7 before you make any judgment, and at 770,
8 has knocked out a lot of useful techniques 8 it’s still higher. In other words, the
9 and you’re sort of forced back, what have 9 directional impact is higher, not lower.
10 you got, and the major thing we’ve got is 10 Agreed?
11 CAPM, and 1994 — actually, I think it’s 11 DR.BOOTH:
12 1993, the BCUC had a generic hearing where 12 A.  D’dsay there’s some truth to that, and just
13 they adopted the automatic adjustment 13 to come back again, the simple CAPM 6
14 mechanism. That was nothing to do with us, 14 percent, and it’s not as if everything is
15 we didn’t — my colleague, Mike Berkowitz, 15 sequential. I look at the full canopy of
16 and I, we didn’t initiate that, we didn’t 16 information, and I’ve been looking at DCF
17 say use the risk premium. 17 versus CAPM, and I’'m being forced to look at
18 KELLY, Q.C.: 18 other estimates; what does AON Hewitt say,
19 Q. I'don’t want to go back through the history 19 what does Towers Perrin say, what does Duff
20 too far. 20 & Phelps say to corroborate what’s going on,
21 DR.BOOTH: 21 and that informed my judgment to look at the
22 A.  No, no, but when you say I’'m the proponent, 22 CAPM and say that’s not fair, it’s not a
23 [ don’t think that’s true. 23 reasonable rate of return. Then that’s
24 KELLY, Q.C.: 24 brought in, these adjustments that I think
25 25
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1 Q. That was a compliment. You can takeitasa | 1 are necessary to come up with a risk premium
2 compliment. 2 that makes sense.
3 DR.BOOTH: 3 KELLY,Q.C.
4 A.  Tknow, but I'm a humble guy, I'm not going | 4 Q. So your risk premium analysis takes us on
5 to take compliments I don’t deserve. 5 the Canadian market directionally somewhat
6 KELLY,Q.C.: 6 higher? We can debate whether it’s 20 basis
7 Q.  Fairenough. As a matter of analysis, 7 points or 50 basis points, but directionally
8 though, if we look at what you have on the 8 higher on the analysis?
9 screen, essentially what you have is a risk 9 DR.BOOTH:
10 premium type formula analysis, isn’t it? 10 A. I would say that the core estimate is the
11 DR. BOOTH: 11 same, if not slightly lower, which is the
12 A.  That’s right, it is a risk premium. 12 normal fair ROE. I’d have to go back and
13 KELLY, Q.C. 13 see what that was in 2012, and then the
14 Q. And a formula type analysis. In other 14 credit spread adjustment, you’re correct, is
15 words, you start with what you take as the 15 5 basis points up. The big one is operation
16 long Canada forecast bond yield, you make | 16 twist, and the problem there is -
17 some adjustments to it, and then you come up | 17 KELLY, Q.C.:
18 with your final result? 18 Q. You’ve used your best judgment to get there.
19 DR.BOOTH: 19 DR.BOOTH:
20 A. That’s correct. If I just did a simple 20 A. I’ve used my judgment, but there’s huge
21 CAPM, we’d be down to 6 percent. 21 uncertainty surrounding that adjustment now
22 KELLY,Q.C. 22 that was even bigger than it was three years
23 Q. Oh, yeah, and this type of analysis, what 23 ago because the U.S. is now finished and
24 you end up with is the type of formula, and | 24 we’ve got all these other things going on,
25 25
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1 but you’re correct, [ mean, the estimate is 1 7.5 percent every hearing I’ve been in.
2 what it is, it’s higher. 2 KELLY, Q.C.:
3 KELLY,Q.C. 3 Q. Let’s talk next then a little bit about DCF.
4 Q.  Now the next point I want to explore with 4 We chatted about this in our last discussion
5 you, because we’ve had a discussion about 5 in January, 2013, and I think you recognized
6 where the capital markets are, and you’ve 6 at that stage that there’d been a shift by
7 told me they’re substantially the same. We 7 Canadian regulators, and that the use of
8 looked at your risk premium analysis and saw | 8 multiple tests, including DCF, is now
9 it’s slightly directionally higher, I don’t 9 preferable?
10 want to make a mountain out of a molehill, 10 DR. BBOOTH:
11 it’s directionally higher. 11 A. I think it’s fair to say that I’d been
12 DR. BOOTH; 12 recommending looking at other models as well
13 A.  No, that’s fine. 13 as simple CAPM models. Like myself, most
14 KELLY, Q.C.: 14 boards still count it in terms of a CAPM,
15 Q. The way the Board approached this in its 15 and then do this sort of hand wave and can
16 last Order was to take your 380, apply their | 16 say other models we add 50 basis points or
17 judgment to the market risk premium and the | 17 60 basis points, or 75 basis points, and
18 beta, and if you use the Board’s methodology | 18 that would be — the other models would
19 from the last time in the current market 19 primarily be DCF.
20 conditions, the math would be the exact 20 KELLY, Q.C.
21 same. In other words, you’d be 380, 21 Q.  Letme take you to page 40 of the transcript
22 assuming the same market risk premium and | 22 from our discussion the last time, and I
23 beta, you’d get the same math, correct? 23 take you down to about line 13 on page 40.
24 DR.BOOTH: 24 “Can we agree that since the last hearing
25 25
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1 A. That’s correct. From what I remember, the 1 before this Board”, in other words, 2009,
2 Board came up with a CAPM of 8.2, and then | 2 “that there’s been a shifting emphasis among
3 pushed it up to 8.8 by the use of other 3 regulators from CAPM towards DCF, and I'm
4 models. 4 not by the question suggesting that other
5 KELLY,Q.C. 5 regulators have simply embraced DCF, but
6 Q. Right. We’ll come to the other models. 6 that there’d been a shift in emphasis across
7 What I'm trying to set up to be sure we 7 the country in terms of the use of DCF with
8 understand it, first of all, you say the 8 CAPM or risk premium analysis, if you like”,
9 overall market is the same, your risk 9 and your answer was, “I agree with that”,
10 premium analysis is directionally higher, 10 and then you go on to explain why.
11 and on the Board’s methodology you would get [ 11 DR. BOOTH:
12 the same result? 12 A. Yeah, the —
13 DR.BOOTH: 13 KELLY, Q.C.:
14 A.  Yeah, I would — I mean, I just qualify 14 Q. Do we agree?
15 directionally higher, but with a huge amount 15 DR.BOOTH:
16 of uncertainty. 16 A.  That’s true, I've seen more of these with
17 KELLY, Q.C.: 17 60, 70, 80 basis points adjustment for other
18 Q.  Fair enough. 18 models, that’s correct.
19 DR.BOOTH: 19 KELLY, Q.C.:
20 A.  Butotherwise, you're correct, [ recommended | 20 Q. And if we go over to the next page to page
21 7.5 percent, as your data shows, ever since 21 41, and if we come down to the question that
22 2012 when we started these massive bond 22 begins at line 12, I take you to a
23 buying programs and it’s disrupted the 23 particular RFI at the time, and at line 14,
24 capital markets, and since then, I’ve said 24 perhaps if you can take it back up to the
25 25
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1 top of it, there we go, if you go to line 1 Q. That’s exactly right. In fact, [ was going
2 19, you were asked to confirm that, “In 2 to come to this later, but since we’re on
3 arriving at its 9.5 percent ROE for TGI”, 3 the topic, let’s talk about it now. In
4 this is the BCUC, “it gave most weight to 4 fact, the BCUC had a very extensive
5 the DCF approach, lesser weight to the ERP 5 examination before coming to its conclusions
6 and CAPM approaches, and a very small amount | 6 about the use of DCF and the fact that this
7 of weight to the CE approach, comparable 7 analyst bias issue doesn’t exist the way you
8 earnings”, and the answer you gave, you 8 suggest it has?
9 confirmed that that’s correct, but you 9 DR.BOOTH:
10 thought at the time it was a bit of an 10 A.  That was the 2009 decision where they made
11 outlier. 11 explicit statements about analysts’ bias. |
12 DR. BOOTH: 12 warned you - in 2013, they said they wanted
13 A. That’s correct, and I said it’s a bit of an 13 to look at multi-factor models and more
14 outlier simply because of the way in which 14 advanced models, and I told them beware of
15 the BCUC framed that decision in 2009, and 15 asking for what you might not — you may get
16 that was also the decision that led them to 16 what you’re asking for.
17 bump up the common equity ratio from 35 to 17 KELLY, Q.C.:
18 40 percent. 18 Q.  Right, in fact, to follow up on this let me
19 KELLY,Q.C.: 19 take you to CA-NP-079, and this is about the
20 Q. Right, so the BCUC gives most weight to the 20 use of U.S. data, and if we go down to line
21 DCF? 21 19, in its 2013 generic cost of capital
22 DR.BOOTH: 22 decision, the BC Utilities Commission
23 A.  I'wouldn’t say that now. I’'m not so sure. 23 accepted the use of U.S. data and made no
24 I’d have to go and look at the decision for 24 explicit adjustments, agreed?
25 25
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1 the 2013 one, but you’re absolutely correct, 1 DR.BOOTH:
2 in 2009, not only did they give weight to 2 A. I’d have to check that, but I’ve got no
3 the DCF, but they also said that analysts’ 3 reason to believe that that’s not correct.
4 growth estimates, no reason to discount 4 KELLY,Q.C.
5 them. So that, [ would say, was a little 5 Q.  Inits 2009 generic cost of capital
6 bit of an outlier compared to other Canadian | 6 decision, which is the one you told us a few
7 boards. 7 minutes ago was the last time the OEB looked
8 KELLY, Q.C.: 8 at, the OEB also accepted the U.S. data
9 Q. BCUC is a pretty experienced and competent [ 9 without making any adjustments, correct?
10 board, isn’t it, Dr. Booth? 10 DR. BOOTH:
11 DR. BOOTH: 11 A, Yes, soIsaid that was not a litigated
12 A. Oh, absolutely. Look, I have a lot of 12 hearing. There were on information requests
13 respect for the BCUC. They had a major 13 and there was no cross-examination, so the
14 hearing, as you’re probably aware, in 2012 | 14 evidence that the three utility witnesses
15 where I think they had four or five 15 put forward was never challenged.
16 commissions, and they brought in Ron 16 KELLY,Q.C.
17 Giamarrino, who was the former Chair of the | 17 Q. And there’s some very good quotations there
18 Finance Group at UBC, as a special 18 from the OEB. I'm not going to spend time
19 commissioner to deal with a lot of the 19 on those. Come over to page 2, Samantha,
20 witness testimony, because in that hearing, | 20 line 22. In its TQM decision, which is 2008,
21 I think, there was about five expert 21 so the National Energy Board as far back as
22 witnesses and that was a really 22 2008 found that, “U.S. market returns are
23 sophisticated hearing. 23 relevant to the cost of capital for Canadian
24 KELLY, Q.C.: 24 firms, and that the regulatory regimes in
25 25
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1 Canada and the U.S. are sufficiently similar 1 KELLY,Q.C

2 as to justify comparison. Moreover, the NEB | 2 Q. So is it your view that the financial

3 found that Canadian utilities are competing 3 situation which has existed over the last

4 for capital in global financial markets that 4 four or five years has actually facilitated

5 are increasingly integrated. The NEB 5 or moved towards further integration, did I

6 recognized that it is no longer possible to 6 take that from your answer?

7 view Canada as insulated from the remainder | 7 DR. BOOTH:

8 of the investing world, and that doing so 8 A.  Twould say that there’s two things going

9 would be detrimental to the ability of 9 on. One is that there is more integration,
10 Canadian utilities to compete for capital”. 10 still difficult for Canadians to buy foreign
11 So that’s where the NEB, another main 11 securities that are not listed in U.S.
12 regulator in Canada, arrived in 2008? 12 exchanges, very difficult to buy German
13 DR.BOOTH: 13 stocks if you’re a Canadian, or Italian
14 A. That’s correct, and that was a decision 14 stocks, so we still have restrictions mainly
15 where the National Energy Board used ACWI | 15 due to securities regulations buying foreign
16 and that’s something that even the NEB has | 16 securities, but there’s no question that the
17 retraced its steps on, but there’s actually 17 capital markets themselves are getting more
18 no question, Mr. Kelly, that the capital 18 integrated, and there’s also no question
19 markets are more integrated now than they 19 that the current problems facing investors
20 were two years ago, five years ago, ten 20 in Germany, Italy, France, the U.K., the
21 years ago, fifteen years ago, twenty years 21 U.S., are all very similar, they’re looking
22 ago. We have seen fundamental changes in | 22 at the same problems of slow growth, massive
23 taxes and impediments, particularly for 23 government - central bank intervention in
24 pension fund and tax preferred investments | 24 the markets. So it’s those same economic
25 25
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1 that used to basically make sure that we 1 problems that result in the same reaction

2 invested in Canada. You probably remember 2 and result in the same sort of behaviour of

3 at one point we had a 10 percent allowance 3 security prices. Trying to say, well,

4 for foreign securities in tax preferred 4 that’s because they’re integrated versus

5 plans. That’s disappeared. 5 you’re looking at the same economic

6 KELLY, Q.C. 6 phenomenon is incredibly difficult.

7 Q. So we have much more integrated capital 7 KELLY, Q.C.:

8 markets than even two years ago? 8 Q. Yeah

9 DR.BOOTH: 9 DR.BOOTH:
10 A.  Twould say they’re getting more integrated 10 A. Academics will be looking at this for the
11 and right now, and for the last six to seven 11 next 30 years.
12 years, we’ve been in what we call a macro 12 KELLY, Q.C.:
13 investing environment. It doesn’t matter 13 Q. A nice question as to what’s the chicken and
14 what stocks you pick, it’s all macro, it’s 14 the egg, but what’s important for this board
15 all basically where’s the global economy 15 to take out of it is we have more integrated
16 going, what’s going to happen with central 16 markets than we did when you and [ were
17 banks, and capital markets have moved more | 17 having this discussion in 2013?
18 closely together over the last six to seven 18 DR. BOOTH:
19 years than they did in the previous time 19 A. That’s right, and when we come back in
20 periods because we’re all looking at 20 another three year’s time, if there’s still
21 fundamentally the same economic environment | 21 2 percent long Canada bond yields, we’ll
22 of slow growth, high debt and deficits in 22 probably have the same discussion because
23 the public sector, and significant 23 we’re in — I think [ mentioned three years
24 unemployment in the rest of the world. 24 ago, we got a long drawn out recovery, and
25 25
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1 we recovered and we’re waiting for Godot, 1 analysis the last time. If you come over,
2 we’re waiting for the rest of the world to 2 Samantha, to page 17, and come down to Dr.
3 get their act together. 3 Booth’s conclusion at about line 18, Dr.
4 (10:15a.m.) 4 Booth, you write, “I would judge DCF
5 KELLY, Q.C.: 5 estimates using analysts’ growth forecast to
6 Q. Dr. Booth, we went through the apples to 6 be less reliable than the DCF estimates for
7 apples comparison on your risk premium 7 the market as a whole, but they confirm the
8 analysis so that the Board can compare that. 8 low risk nature of U.S. utilities and a fair
9 Now last time around, you also had a DCF 9 return for them of about 873”, which is what
10 analysis and the Board referred to that in 10 we just looked at. “This estimate is
11 its judgment, and you and [ had a fairly 11 consistent with the average ROE of U.S. gas
12 extensive discussion over it the last time, 12 and electric utilities of just over 11
13 and I want to take you to that, so we do an 13 percent since 1993, correct?
14 apples to apples comparison so the Board can | 14 DR. BOOTH:
15 see the directional changes that flow out of | 15 A.  What page are we looking at?
16 that, if any. If we go to your testimony 16 KELLY, Q.C.:
17 the last time, it begins on page 14 — sorry, 17 Q. Sorry, page 17 of Appendix “D”.
18 it’s Appendix “D”, my mistake. Okay,and |18 DR.BOOTH:
19 this is where you start the discussion about 19 A. Okay, sorry, I see that.
20 your individual company estimates, and 20 KELLY, Q.C.:
21 Samantha, if you could come over to page 15. | 21 Q. I’ll give you another minute to just have a
22 Do you have that, Dr. Booth? 22 quick look at that again.
23 DR. BOOTH: 23 DR.BOOTH:
24 A.  Page 15, yes. 24 A. That’s right, and the fact that [ show a
25 25
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1 KELLY, Q.C. 1 market to book ratio significantly above 1.
2 Q. And this is the DCF analysis that you did 2 KELLY,Q.C.
3 the last time, and just to refresh the 3 Q. So the last time on this methodology, you
4 Board’s memory, we’ll go to the transcript | 4 got a 9.23 DCF with the 50 basis points
5 if we need to, the line we have to look at 5 added on?
6 is the “K” line? 6 DR.BOOTH:
7 DR.BOOTH: 7 A.  That’s correct.
8 A. That’s correct. 8 KELLY,Q.C.:
9 KELLY,Q.C.: 9 Q. Now can we go to your evidence this time,
10 Q. We come down to the 873, correct? 10 which is again in Appendix “D”, and we go to
11 DR.BOOTH: 11 page 14, and you actually do DCF analysis
12 A. Yes. 12 this time on two different samples or two
13 KELLY, Q.C.: 13 different proxy groups. The one on the top
14 Q. The median, not the average? 14 of the page are essentially gas utilities
15 DR.BOOTH: 15 and I'm going to skip over those and go to
16 A. Yeah. 16 the U.S. electric ones on the bottom. Are
17 KELLY, Q.C.: 17 you with me, Dr. Booth?
18 Q. We add 50 basis points for flotation and we | 18 DR. BOOTH:
19 get the 923 that the Board referred to in 19 A, Tam.
20 its decision the last time? 20 KELLY,Q.C..
21 DR.BOOTH: 21 Q. And the proxy group which you used were Duke
22 A. I’ll accept that. 22 Energy, Allete Inc., Eversource, Great
23 KELLY, Q.C.: 23 Plains, OGE Energy, Pinnacle West, and
24 Q. Okay. Now if you — and you did this DCF |24 Westar Energy?
25 25
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1 DR.BOOTH: | all human, and I would want to draw it to
2 A. That’s right, I think they’re exactly the 2 your attention that the number doesn’t seem
3 same as Mr. Coyne’s. 3 right because as an electric utility, it
4 KELLY,Q.C. 4 didn’t look right to us.
5 Q. And you chose those as the reasonable U.S. 5 DR.BOOTH:
6 comparators, correct? 6 A. Well, as an electric utility, it doesn’t
7 DR.BOOTH: 7 look right on the Great Plains on 3.23
8 A.  No, I chose them so that you wouldn’t ask me | 8 percent compound growth in their earnings
9 about why did you choose those firms. I 9 either.
10 chose them because they’re chosen by 10 KELLY,Q.C.:
11 American experts, for the same reason | 11 Q. Yeah.
12 chose the gas companies. 12 DR. BOOTH:
13 KELLY, Q.C.: 13 A. What I was doing, just reporting this data,
14 Q. And you’re trying to find as close a proxy 14 and, in fact, for the gas you find a large
15 sample as is useful? 15 number of negative numbers.
16 DR. BOOTH: 16 KELLY,Q.C.:
17 A. Well, when you look at these companies, as | 17 Q. I’'m not quarrelling about - I'm just
18 think I’ve said, you’re looking at the capital 18 pointing out to you we think you just
19 market greater expectations and the capital 19 misread a table.
20 market values for these utilities, and then you 20 DR.BOOTH:
21 look at them and you consider whether or not 21 A. Okay, look, I take that, subject to check.
22 they’re reasonable comparators, and the capital |22 KELLY, Q.C.:
23 market rates return are more useful than 23 Q. Sure, and nothing turns on it, so just so
24 looking at the accounting rates of return, 24 you’re aware of it because, otherwise, it
25 25
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1 because they’re adjusted by investors. 1 just makes the table look odd. Now to
2 KELLY, Q.C. 2 compare apples to apples, we have to come
3 Q. Can 1 just point out one little thing for 3 over to mid column, the “K” line again,
4 you, and you can — nothing really turns on 4 correct?
5 this, but if you look at Pinnacle West under | 5 DR. BOOTH:
6 the first column, five year growth past,and | 6 A.  That’s correct.
7 you got —0.04, and - 7 KELLY, Q.C.:
8 DR.BOOTH: 8 Q. We come down to the 8.90, the median again?
9 A. Well, when you say “I've got”, yes, it’s the | 9 DR.BOOTH:
10 five year past growth reported by Yahoo. 10 A. That’s correct.
11 KELLY, Q.C.: 11 KELLY,Q.C.
12 Q. Just bear with me for a second. That looked | 12 Q. We add 50 basis points, so we’d be at 9:40?
13 like a very odd number for an electric 13 DR.BOOTH:
14 utility, so we checked, and we think you 14 A. Correct.
15 simply misread the table you were taking it | 15 KELLY, Q.C.:
16 from. That appears to be the last quarter 16 Q. 8.90and 50 is 9.40, correct?
17 result as opposed to the five year result, 17 DR.BOOTH:
18 and you can take, subject to check, that the | 18 A, Correct.
19 correct number should be 7.59 percent. 19 KELLY, Q.C.:
20 DR. BOOTH: 20 Q. So the comparison with the 9.23 the last
21 A. I’ll take that, subject to check. 21 time would be 9.40 this time?
22 KELLY, Q.C. 22 DR.BOOTH:
23 Q. And nothing as far as I can see turns on 23 A. No, I don’t think that’s correct. I think,
24 that analysis. It’s just one of those, we’re 24 as you said, the comparison three years ago
25 25
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1 was with the gas companies. 1 electric utilities is 8.90. So you can look

2 KELLY, Q.C. 2 at that and say, well, there’s 50 basis

3 Q. No, it was with a proxy sample that you took | 3 points higher cost of equity for the

4 back then, a different proxy sample, [ 4 electrics and the gas, and that actually

5 agree. 5 confirms the fact that the betas for the

6 DR.BOOTH: 6 U.S. electric companies is significantly

7 A. That’s correct. I mean, if you just say, 7 higher than the betas for the U.S. gas

8 well, it’s a proxy sample when you’re 8 companies.

9 picking that sample, then you’re correct. 9 KELLY,Q.C.
10 If you look at it and say gas companies to 10 Q. But these are the comparisons that the Board
11 gas companies, then you’re not correct, 11 will have to look at between the 9.23 that
12 because the gas companies to gas companies, | 12 you had the last time, and 9.40 or 8.88 this
13 this is 8.38 percent median. 13 time?
14 KELLY, Q.C.: 14 DR.BOOTH:
15 Q. These are your samples, though. So that 15 A.  Well, what I would recommend the Board do is
16 we’re not at cross-purposes, Samantha, let’s | 16 say, well, it’s 9.23 percent for the U.S.
17 go back to the top of the page and here’s 17 gas samples that I used last time, and they
18 your gas sample, in which case if we look at | 18 were basically, from what [ remember, based
19 the same set of numbers, we’d be at 8.38 for | 19 upon Ms. McShane’s sample and the Brattle
20 the median? 20 Group sample, and again designed to avoid a
21 DR.BOOTH: 21 lot of cross-examination of why this
22 A. That’s right. 22 company, why not that company, and on that
23 KELLY, Q.C.: 23 point, it was 9.23 three years ago, and now
24 Q. And then we’d be at with 50 basis points, 24 it’s 8.38 plus 50 basis points, 8.88.
25 25

Page 90 Page 92

1 8.887 1 KELLY,Q.C.

2 DR.BOOTH: 2 Q. The sample is not exactly the same either.

3 A. That’s right, so down by 30/35 basis points. 3 DR.BOOTH:

4 KELLY, Q.C.: 4 A. No, that’s true, the sample is not exactly

5 Q. A small down there, a small up on the 5 the same because life changes.

6 bottom? 6 KELLY,Q.C.

7 DR.BOOTH: 7 Q. Aswe saw when we looked at the market as a

8 A. Yes. 8 whole, when we look at these numbers, these

9 KELLY, Q.C.: 9 are minor variations from the 9.23 that we
10 Q. And what I’'m taking out of that, Dr. Booth, | 10 saw the last time, a few basis points higher
11 is directionally I'm not seeing any material 11 on one, a few basis points lower on the
12 change in the U.S. market for the cost of 12 other, agreed?
13 equity between 2013 and where we are today. | 13 DR. BOOTH:
14 Do you agree with that? 14 A.  30/50 basis points, is that minor? [ would
15 DR.BOOTH: 15 suspect if you say that to Newfoundland
16 A.  No, I would not agree with that. I mean, 16 Power, they would say 50 basis points is not
17 first of all, [ don’t put a great deal of 17 minor on the ROE.
18 stock on individual point estimates, but 18 KELLY, Q.C.:
19 having said that, directionally the gas 19 Q. It’s an interesting approach that you take
20 utilities are down compared to three years 20 because on CAPM, when we were talking about
21 ago, although as I said, I wouldn’t put a 21 50 basis points difference in your CAPM, or
22 great deal of faith in that, and the other 22 [ should call it your equity or your risk
23 thing you can look at this is the fact that 23 premium analysis, you were quick to say, oh,
24 the median gas utilities is 8.38, the median 24 50 basis points, I can take 33 of it away
25 25
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1 just as a judgmental matter? 1 the different governments?

2 DR.BOOTH: 2 DR.BOOTH:

3 A No, I think that’s not a correct assertion. 3 A.  That’s exactly right, but all I'm doing is

4 As I said, the big problem with that 4 pointing out that when you look at

5 analysis is simply the preferred share 5 integrated capital markets, the basis

6 yields and the fact that we’ve seen this 6 proposition is the same thing sells for the

7 demonstrable increase in volatility. All 7 same price in two markets. So the classic

8 I’m saying here is if you believe these 8 example is gold, because we run the gold

9 numbers, and these are straight from the 9 standard for 120 years, so we saw movements
10 analysts’ forecasts and they’re mechanical | 10 in gold and we saw exchange rates driven by
11 calculations, then the U.S. gas sample 11 the price of gold. It’s a commodity, it has
12 indicates a reduction from 2013 to today, |12 to sell for effectively the same price in
13 and it also indicates that the U.S. 13 different markets. Equities are not a
14 electrics have got a higher cost of equity | 14 commodity. Equities are different between
15 than the U.S. gas companies, which is 15 the U.S. and Canada, and in particular, as
16 consistent with their beta estimates. So 16 we know, Canadian utilities are not traded
17 what I would tell the Board to take from | 17 in the United States, and they have very
18 this is that directionally the DCF indicates | 18 little non-Canadian ownership, and they’re
19 a reduction in the U.S. equity cost, and the | 19 restricted from selling securities into the
20 fact that U.S. electric companies are 20 U.S. So claiming that it’s integrated on
21 riskier than U.S. gas companies. 21 the big level, particularly in the massive
22 KELLY, Q.C. 22 flows in government bond markets, and then
23 Q. Okay, so your advice to the Board, and we | 23 saying, well, that means it’s fully
24 talked about Canadian direction earlier, 24 integrated in all the different components
25 25

Page 94 Page 96

1 your advice to the Board, you think, is that | 1 of the markets is a bit of a stretch.

2 the U.S. market is slightly directionally 2 KELLY, Q.C.

3 lower? 3 Q.  Dr. Booth, I gave you as a cross-examination

4 DR.BOOTH: 4 aid a copy of the recent FERC decision in

5 A. I would say — 5 the United States, June, 2014.

6 KELLY, Q.C.: 6 DR.BOOTH:

7 Q. That doesn’t seem to fit, frankly. We just | 7 A.  Yes, I enjoyed reading that.

8 talked about integrated capital markets. 8 KELLY,Q.C.

9 One would logically expect that we havea | 9 Q.  Did you enjoy reading that?
10 slightly higher — directionally higher in 10 DR. BOOTH:
11 Canada, directionally higher in the United | 11 A.  DI'm being facetious.
12 States, or at least equal in the U.S., which |12 KELLY, Q.C.:
13 is what I’'m seeing in the data? 13 Q.  Well, you accused me of being facetious
14 DR.BOOTH: 14 earlier and -
15 A. Well, are you seeing in the data the fact 15 DR.BOOTH:
16 that the U.S. bond yields are 70 to 80 basis | 16 A, Well, 'm facetious as well, Mr. Kelly.
17 points higher than Canada? If you believe |17 KELLY, Q.C.:
18 in industry graded market, the borrowing | 18 Q. Isee.
19 cost for the U.S. Government should be the [ 19 MS. GLYNN:
20 same as the borrowing cost for the 20 A.  We’ll enter that as Information 32.
21 Government of Canada. 21 KELLY,Q.C.
22 KELLY, Q.C. 22 Q.  Thank you. I don’t intend to go through
23 Q. But you’ve already explained how that’s | 23 this, but can we agree that FERC, Federal
24 driven by public policy differences across |24 Energy Regulatory Commission in the U.S., is
25 25
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1 probably the pre-eminent regulator in the 1 constitute a theft of property”, and I think
2 United States, or do you know? 2 the phrase was, “They’re against the
3 DR.BOOTH: 3 Constitution”, and on the break, I said what
4 A. I would expect so, in the same way that we 4 country do you think you’re in. The U.S. is
5 always used to treat the CRTC regulated 5 an extremely litigious country, and when [
6 telephone companies, and the National Energy | 6 read this, I couldn’t help but think that in
7 Board regulating inter-provincial pipelines 7 Canada we give a huge leeway for tribunals
8 as being the major regulators, and we know 8 and as long as they come up with what is a
9 that provincial regulators listen to the 9 fair and reasonable, Appellant courts are
10 decisions of national regulators. 10 extremely unwilling to impose a standard on
11 KELLY,Q.C.: 11 the Board and say you have to do this or you
12 Q. So they use a DCF model and they have now | 12 have to do that. They trust he judgment of
13 essentially streamlined it with the same 13 regulatory boards. I read this, and [ saw
14 model applying to both gas and electric 14 this is how we do it, and there will be an
15 utilities in the U.S.? 15 appeal if you don’t do it exactly the way
16 DR.BOOTH: 16 everything is laid out.
17 A. Yeah, [ was struck by how formal this is, 17 KELLY, Q.C.
18 and how — we all know the United States is 18 Q. You may not totally understand the way the
19 litigious, but this reads like a Supreme 19 FERC system works in the States because they
20 Court decision with all these footnotes. I'm 20 have hearing judges, and then it goes to the
21 not a lawyer, Mr. Kelly, but I looked at 21 Commission, but I don’t need to get into
22 this and I thought, wow, this doesn’t look 22 that discussion with you.
23 like anything that the National Energy Board |23 DR. BOOTH:
24 would produce. 24 A. It’s true, like, I mean, I would certainly
25 25
Page 98 Page 100
1 KELLY, Q.C.: 1 not hold myself out either as a legal expert
2 Q. But we’ll agree that DCF is the methodology | 2 or as an expert on the United States. All
3 commonly employed in the United States? 3 I’m saying is my impression of reading this,
4 DR.BOOTH: 4 it just reminds me how litigious the United
5 A. That’s true, and I read this and there were 5 States is.
6 all sorts of challenges and referrals back 6 KELLY,Q.C.:
7 basically from previous decisions, and my 7 Q. Okay, now something closer to home, I also
8 overriding implication from looking at this, 8 gave you a cross-aid which is some extracts
9 as [ said, is how litigious the U.S. is, and 9 from the textbook that you and Dr. Cleary
10 also the fact that they’re referring to the 10 have written?
11 presiding Judge rather than a tribunal. 11 DR.BOOTH:
12 KELLY, Q.C.: 12 A. Can’t we talk about this decision?
13 Q. I take it, you’re not that familiar with how 13 KELLY, Q.C.:
14 the FERC regulatory mechanism works in the | 14 Q. I don’t need to spend more time on it, Dr.
15 U.S., are you? 15 Booth.
16 DR.BOOTH: 16 DR. BOOTH:
17 A.  I'mnot very familiar with the United 17 A. Oh, because I've got all sorts of things
18 States, but I’ll give you an example, Mr. 18 flagged.
19 Kelly, I was testifying before the Ontario 19 KELLY,Q.C.:
20 Energy Board in the early 90s, and a 20 Q. Not necessary.
21 prominent U.S. witness came in, and he 21 DR.BOOTH:
22 looked at the Board, and I’'m paraphrasing, 22 A. Okay, fine. I’ve wasted four hours of
23 and he said, “Professor Booth’s 23 reading this last night, Mr. Kelly.
24 recommendations are unconstitutional, they |24 MS. GLYNN:
25 25
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1 A.  We’ll enter the excerpt as Info 33. 1 corporations in mature industries with
2 KELLY,Q.C.: 2 stable profits and an established dividend
3 Q. Thank you. You referred in your opening, 3 policy. In Canada the banks and utility
4 Dr. Booth, to your textbook, and you’ll be 4 companies fit this profile, while in the
5 pleased to know I’ve acquired your third 5 United States, there are numerous NYSE
6 edition most recent - 6 listed companies of this nature, correct?
7 DR.BOOTH: 7 DR.BOOTH:
8 A.  Oh, you’ll be pleased to know there’s a 8 A.  Correct.
9 fourth edition coming out, and I hope you 9 KELLY,Q.C.:
10 buy that one, Mr. Kelly. 10 Q. Soause of a DCF for a utility company is
11 KELLY, Q.C.: 11 in fact what you’d expect?
12 Q. I couldn’t get the fourth edition. It’s not 12 DR. BOOTH:
13 out yet, but I did get the most recent. 13 A, Yeah, [ mean, this is from the point of view
14 DR.BOOTH: 14 of invested value in the stock, then all
15 A.  Oh,itis out, and I hope you paid full 15 we’re doing is saying that you value the
16 price, you didn’t buy it on Amazon or 16 string of dividends, which is true. If you
17 somewhere. 17 don’t have dividends, there’s nothing to
18 KELLY, Q.C. 18 value.
19 Q.  Can we look at — I'm not going to go through | 19 KELLY, Q.C.:
20 a lot of this. Can we look at page 263 of 20 Q. Come over with me to page 353 and come down
21 this? 21 to “Lessons to be Learned” where you write,
22 DR.BOOTH: 22 “Estimating required returns using the CAPM
23 A. Yes. 23 is fraught with difficulties. We need
24 KELLY, Q.C.: 24 estimates of beta as well as the expected
25 25 return on the market. Generally, betas are
Page 102 Page 104
1 Q. And the paragraph — this is talking about 1 estimated using past data with two years of
2 the dividend discount model, which is 2 weekly data or five years of monthly data
3 essentially a DCF analysis, correct? 3 being the most commonly employed approaches.
4 DR.BOOTH: 4 Of course, what we really want is an
5 A.  That’sright. Yeah, it’s exactly — [ mean, 5 estimate of beta for future periods so beta
6 you discount whatever you think you’re going | 6 estimates can and do vary through time, as
7 to receive as an investor. So if you’re 7 illustrated in Table 9.1.” And I stop
8 looking at companies, you look at free cash 8 there, when we’re talking about betas in
9 flows; when you look at investors, you look 9 CAPM or in risk premium analysis, it’s
10 at the dividends. 10 actually a future beta that we’re trying to
11 KELLY,Q.C. 11 capture, correct?
12 Q. And this is what Dr. Booth and Dr. Cleary 12 DR. BOOTH:
13 say about limitations of the DDM. “Although | 13 A.  That’s right, the discussion that I had
14 the DDM provides significant insight into 14 yesterday, if you look back at what happened
15 the factors that affect the valuation of 15 during estimation period, you have to
16 common shares, it is based on several 16 estimate a reasonable number of things that
17 assumptions that are not met by a large 17 could happen. If nothing happened during
18 number of firms, especially in Canada. In 18 that estimation period and you use that for
19 particular, it is best suited for companies 19 a future period, you’re committing an error,
20 that one, pay dividends based on a stable 20 it’s a bias.
21 dividend pay-out history that they want to 21 KELLY,Q.C.
22 maintain in the future; and two, are growing | 22 Q. Ifwe come down to the last part of that
23 at a steady and sustainable rate. As such, 23 section there, it says, “The realistic
24 the DDM works reasonably well for large 24 approach is to recognize that CAPM does a
25 25 reasonable job of predicting returns on
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1 average over the long run.” 1 KELLY,Q.C

2 DR.BOOTH: 2 Q. Can we go over to 774 finally, there we go,

3 A. That’s correct. 3 a little bit further down, Samantha, please,

4 KELLY,Q.C. 4 another bit. There we go. In this section,

5 Q. So not terribly useful for looking out over 5 Section 206, you write, “In the previous

6 a shorter test year period? 6 section we saw that the DCF model could be

7 DR.BOOTH: 7 rearranged to estimate the investor’s

8 A.  No, I would say the critical thing there is 8 required return on a firm’s common shares.

9 that if you actually use the beta estimates, 9 We also discussed how the model performs
10 they can be high, they can be low and you’re | 10 poorly when applied to growth stocks which
11 going to make errors unless you actually use | 11 pay low dividends and/or display high growth
12 judgment in estimating and taking those 12 rates. In these situations, it makes sense
13 betas and applying them towards the future. | 13 to rely more heavily on risk based models,

14 But if you mechanically do anything, whether | 14 the most important risk based model is the

15 it’s DCF of risk premium or multi-factor 15 capital asset pricing model, the CAPM which

16 models or anything without exercising 16 we discussed in Chapter 9.” So CAPM, while

17 judgment, in the short run you’re going to 17 you don’t say it’s only for firms which

18 make errors. Even though in the long run 18 display high growth rates and pay low

19 these errors may even out. 19 dividends, more useful for that because you

20 KELLY, Q.C. 20 can’t use DCK over there?

21 Q. Which is the point the BC Utilities 21 DR.BOOTH:

22 Commission was making to you, a lot of 22 A, Well that’s right, if you’re going to look

23 judgment in your risk premium analysis. 23 at them and say, well conceptually DCF and

24 DR.BOOTH: 24 CAPM are estimating exactly the same thing,

25 A.  Wellno, I would not say that. Ithink what |25 conceptually you say, well, we start out and
Page 106 Page 108

1 [ would say to you, Mr. Kelly, is the same 1 we assume that there’s 50 percent weight on

2 as [ think I’ve said to this Board and every 2 each. If you then go and look at Apple and

3 board in Canada, if you want somebody to add | 3 try to do a DCF on Apple or even worse, you

4 up a bunch of numbers, go and hire a 4 try and do BlackBerry, try and do a DCF

5 statistician. If you want somebody to tell 5 analysis on BlackBerry to estimate the

6 them what was the economic scenario that 6 equity cost, you can’t do it. There’s no

7 generated those numbers and what those 7 dividends, difficult to come up with growth

8 numbers mean, go and get a professor of 8 estimates, incredibly difficult. So instead

9 finance or a professor of economics. Every 9 of 50/50 in that case, you say forget about
10 data point we observe is a reflection of 10 DCF, 100 percent weight on the CAPM.

11 something that’s gone on in a capital market 11 KELLY, Q.C.:

12 and the economy, and if we had gone through, | 12 Q.  And one of the problems that you have and

13 back in 2003 and said, well the betas for 13 what kind of motivates looking to the United
14 utilities are zero, because during that 14 States is the fact that you have a small

15 period Nortel was going up and utilities 15 sample in Canada that you could do a DCF

16 weren’t varying and I had recommended a zero | 16 analysis on?

17 risk premium for a utility, [ would have 17 DR. BOOTH:

18 been laughed out of the room, but that’s 18 A. That’s true, as I mentioned, when I started

19 what the statistics tell us and if you hired 19 doing this 1985, the first time [ entered

20 a statistician, they’ll tell you, well, that 20 testimony before the CRTC, we actually had
21 is the statistic, but an economist or a 21 Newfoundland Telephone, it was called Newtel
22 professor of finance, somebody who 22 at the time, it created a parent, but we had

23 understands what’s going on would be able to | 23 [sland Telephone, we had New Brunswick

24 inform the Board and say, don’t look at 24 Telephone, we had BC Telephone, we had Bell
25 that, and that’s exactly what I do. 25 Canada, we had Quebec Telephone, we had
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1 Maritime Electric, we had Consumer’s Gas, we | 1 adjustments.

2 had Unicor, which owns Uni Gas, we had 2 KELLY, Q.C.

3 Specific Northern Gas, we had a lot of 3 Q. Right, that’s the quotes which we had on the

4 utilities, we could do a lot of things. Now 4 screen earlier from CANP-079, about the use

5 we’re stuck with a sample of five companies, 5 of American data, correct?

6 TransCanada and Enbridge are rapidly moving | 6 DR.BOOTH:

7 into the United States. Fortis is now 7 A.  That’s right, I have no problem with looking

8 buying U.S. regulated assets with abandon, 8 at American data as long as we make

9 so we’ve got Canadian utilities, we’ve got 9 appropriate adjustments.

10 Emera. The AUC basically said the only 10 KELLY, Q.C.
11 companies they’re bothered about in terms of [ 11 Q.  Okay. Mr. Chairman, making good time, 'm
12 doing a DCF analysis are Emera and Fortis. 12 about to move to another area. I can start
13 The rest of them is just, that’s what we got 13 now or we can break now and continue after
14 left. 14 the break.
15 KELLY, Q.C. 15 CHAIRMAN:
16 Q. So consistent with this Board’s approach we 16 Q.  What would you prefer to do?
17 look at a risk premium analysis and we look 17 KELLY, Q.C.:
18 to a DCF analysis incorporating U.S. 18 A. [‘m in your hands.
19 utilities because it gives us perspective, 19 CHAIRMAN:
20 it gives us a broader sense of what’s 20 Q.  What do you guys want to do, want to break
21 happening in the equity markets, agreed? 21 now or carry on?
22 DR.BOOTH: 22 VICE-CHAIR WHALEN:
23 A.  That’s right. Conceptually, Mr. Kelly, you 23 Q. We’d rather carry on.
24 can look at anything. You can look at the 24 CHAIRMAN:
25 cap asset price model allows you to make 25 Q. Carry on.
Page 110 Page 112

1 risk adjustments for any securities. So you 1 KELLY, Q.C.:

2 can actually look at Apple and if you wanted | 2 Q.  Thank you. Dr. Booth, I want to change

3 to estimate the fair return on Apple and 3 gears a bit now and talk a bit about

4 then make a risk adjustment from Apple to 4 business risk and the last time we were

5 the regulated utility. That’s what the cap 5 here, I guess in 2012, the Canadian economy

6 asset pricing model and other factor models 6 was doing pretty well and you were kind of

7 do, they make risk adjustments. So I have 7 referring to it as running on all cylinders?

8 no problem, in fact, I would say that we now | 8 DR.BOOTH:

9 have to look at U.S. evidence more than any 9 A.  No, Mark Carney, the Governor of the Bank of
10 other time since I’ve been testifying simply 10 Canada was describing the financial system
11 because even the Canadian companies are less | 11 as firing on all cylinders. We still have a
12 useful than they were even three years ago 12 little bit of spare capacity in the economy,

13 and I suspect that when we come back, if we | 13 but Canada was in pretty good shape.

14 come back in three years’ time, we’ll 14 KELLY,Q.C.

15 probably have to say, well Fortis is now 80 15 Q.  Right, and would it be fair for me to

16 percent U.S. and we have to knock out Fortis | 16 observe that at least since then we seemed
17 if we’re going to do that and Enbridge and 17 to have lost two of the spark plugs, Alberta
18 TransCanada, there could be even bigger 18 and Newfoundland due to the collapse of oil
19 problems. So our Canadian sample is just 19 and commodity prices?

20 getting smaller and smaller and smaller, so 20 DR.BOOTH:

21 I agree with the National Energy Board, with | 21 A.  Ithink Saskatchewan would say they’re a
22 the BCUC, we have to look at the U.S. or the |22 little bit of a spark plug.

23 U.K. or Germany or Japan, other countries, 23 KELLY,Q.C.

24 and estimate and see what they’re doing for | 24 Q. Well let’s put Saskatchewan in there too
25 their utilities and make appropriate risk 25 then.
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1 DR.BOOTH: 1 KELLY,Q.C.:
2 A, Tthink it’s fair to say the concerns over 2 Q. Right, and there’s an RFI on that, but [
3 China over the last 18 months has really led 3 don’t think I need to take you there. Now,
4 to a decline in commodity prices that’s 4 let’s go to Report 4 in the Newfoundland
5 leading to a readjustment of the Canadian 5 Power evidence and Samantha, if we go over
6 economy back to where it was, say ten years 6 to page 5, there we go. Bear with me for a
7 ago if those prices continue at a level 7 second. If you come over to page 5 and you
8 they’re at the moment. 8 come down to the second paragraph, Dr.
9 KELLY,Q.C. 9 Booth, energy sales under proposed rates,
10 Q. Right, and in this province we have not only 10 this is towards the end of the paragraph,
11 oil which has certainly decimated the 11 “energy sales under proposed rates, which
12 provincial treasury, but minerals, in 12 includes the elasticity effects of the
13 particular iron ore and the Labrador economy | 13 proposed 2.5 percent increase are forecast
14 has been devastating on this province. 14 to be .6 percent in 2016 and 0.1 percent in
15 DR.BOOTH: 15 2017.” Agree?
16 A.  Yeah, nickel prices particularly in 16 DR. BOOTH:
17 Labrador, I suspect, [ mean, I haven’t 17 A. Well I'm still trying to find it, but [ have
18 tracked nickel for awhile, but basically all 18 no problem with that. No, that’s okay.
19 commodities are coming down. As I mentioned | 19 KELLY, Q.C.:
20 in my direct yesterday, until a short period 20 Q. I do want you to have a look at it.
21 ago China was adding electrical capacity of 21 DR.BOOTH:
22 the U.K. every year. I found that statistic 22 A. So where are we on the page?
23 absolutely amazing and all of that 23 KELLY, Q.C.:
24 electrical capacity needs cooper, needs 24 Q. We’re in the second paragraph down on the
25 fuel, needs everything. 25 screen.
Page 114 Page 116
1 KELLY, Q.C.: 1 DR.BOOTH:
2 Q.  And we had the conference board report on 2 A. It starts, “Given the province’s struggling
3 the screen earlier when Mr. Coyne was 3 economy”?
4 testifying where they called the situation 4 KELLY, Q.C.:
5 in Newfoundland grim with the government | 5 Q. Yes.
6 looking at austerity measures. Do you share | 6 DR.BOOTH:
7 that view? 7 A. Okay. Yeah, I think, look, there’s no
8 DR.BOOTH: 8 question that the problem with natural
9 A.  Unfortunately—I’m aware of that, Mr. Kelly, | 9 resource prices has hit Newfoundland and the
10 unfortunately governments have a habit of 10 economy is not as strong as it was a few
11 thinking the good times last forever, so 11 years ago. That’s indisputable.
12 when they get extra revenues, they spend it | 12 KELLY, Q.C.:
13 and then when the poor times come along, 13 Q.  And this is the forecast, sales forecast
14 they go deficits and the situation is grim. 14 which is being accepted, so were you here
15 KELLY, Q.C.: 15 for Mr. Smith’s testimony earlier in the
16 Q.  Right, okay, and in terms of business risk, 16 hearing or did you read the transcript in
17 you would agree that business risk is based | 17 which he explained, together with Ms. Perry,
18 on the Newfoundland economy, business risk | 18 that Newfoundland Power has historically had
19 for Newfoundland Power is based on the 19 about a one percent sales growth year over
20 situation in the Newfoundland economy, not |20 year?
21 the Canadian or global economy. 21 DR.BOOTH:
22 DR.BOOTH: 22 A, Well I can’t remember who mentioned that one
23 A. That’s correct, I mean they’re worried about | 23 percent, but my understanding is one percent
24 how the local economy affects the ability of |24 sales growth, yes.
25 the utility to earn its allowed ROE. 25 KELLY, Q.C.
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1 Q.  Yeah, okay. So we’re going from one percent | 1 horizon, once you get out of the test year,
2 sales growth to essentially no sales growth 2 you don’t have that contribution to offset
3 in 2017? 3 increases in operating expense, agreed?
4 DR.BOOTH: 4 DR.BOOTH:
5 A. So is that sales volume or is that dollars? 5 A. That’s right, as a result prices go up.
6 KELLY,Q.C.: 6 KELLY,Q.C.:
7 Q. No, that’s kilowatt hours. 7 Q. Then you got to come back in and make an
8 DR.BOOTH: 8 application if you’re going to go down that
9 A. Okay, fine, so it’s volume. 9 road.
10 KELLY, Q.C.: 10 DR. BOOTH:
11 Q. It’s volume. 11 A. Well that’s right, but [ mean, it’s the job
12 DR. BOOTH: 12 of the utility to forecast these things and
13 A, It’senergy use. 13 build them into rates.
14 KELLY,Q.C.: 14 KELLY,Q.C.
15 Q. Energy use, okay. Now, Mr. Smith also 15 Q. Okay, so hold that thought because I do want
16 explained and we can go to the transcript if | 16 to come back to that one. The second thing
17 you want to see it, that one percent equates 17 that the contribution gives you is that it
18 to about 6.5 million in revenue, but you got | 18 helps cover the cost of financing the
19 to talk out the purchase power cost or about | 19 capital improvements until the next general
20 2 million dollars once you remove the 20 rate application when they get incorporated
21 purchase power expense, so you’ll accept 21 in the rate base because in this
22 that? 22 jurisdiction, you don’t get any compensation
23 DR.BOOTH: 23 for it until it gets in the rate base.
24 A.  Thave no reason to doubt it. 24 DR.BOOTH:
25 KELLY,Q.C.: 25 A. That’s right, normally you don’t want to
Page 118 Page 120
1 Q. Okay. Now, would you agree with me that | 1 charge current customers for assets that are
2 that revenue, that contribution in sales 2 not in use.
3 growth is important because it offsets 3 KELLY, Q.C.:
4 increases in operating costs between test 4 Q. Well they got to get built, but even when
5 years, that’s one of the things that that 5 they’re built and in service, they don’t get
6 sales growth allows. 6 compensated for it until the next GRA, so
7 DR.BOOTH: 7 that incremental growth helps cover those
8 A. Let’s back up a little bit. The question is 8 two factors between GRAs.
9 how does the growth affect the business risk [ 9 DR. BOOTH:
10 and the utility, which I think is what 10 A. Yeah, I think it’s fair to say, Mr. Kelly,
11 you’re saying, and what you’re doing is 11 that growth is generally a good thing.
12 pointing out that when a utility grows, the |12 KELLY, Q.C.:
13 bulk of its assets are fixed and the bulk of [ 13 Q. Okay, and so we can agree on those two
14 its expenses are fixed, so if you happento | 14 principles to start off with, can we?
15 sell more kilowatt hours and sales grow up, | 15 DR. BOOTH:
16 you’re spreading them over, the costs over a | 16 A. Well I would have to think a little bit more
17 large number of units, so the cost of the 17 about the impact of the kilowatt hours, but
18 unit of power goes down and that makes the | 18 the general proposition that growth allows
19 energy source more competitive in in fact 19 the spreading of fixed costs and as a
20 there is any competition. So growth, given |20 result, minimizes increases in rates for
21 in a fixed cost production, results in lower | 21 customers is correct.
22 costs. 22 KELLY, Q.C.:
23 KELLY, Q.C. 23 Q. Right. So one of the risks or problems of
24 Q. And if you don’t have growth over, let’s say | 24 the deteriorated economy is the loss of
25 you’re talking about a three-year time 25 contribution that you’re going to get
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1 between test year periods or until the next 1 qualitative risk assessments, sort of like
2 GRA? 2 the one that you’re assessing here, and it
3 DR.BOOTH: 3 sounds like it’s incredibly risky and I have
4 A. It depends how good the company is who 4 to admit, the first time I testified I
5 forecast it. 5 listened to the grand old man of utility
6 KELLY, Q.C. 6 witnesses at that time, someone called
7 Q. Well the forecast will only cover the test 7 Steven Sherwood and I thought, God, that’s
8 year. 8 convincing, this utility must be incredibly
9 DR.BOOTH: 9 risky and then I looked at it and I heard it
10 A. That’s correct. 10 again the next year and I just kept looking
11 KELLY, Q.C.: 11 at the ability of the utility to earn its
12 Q. If you’re going to be beyond the test year, |12 allowed ROE, so you can come up with these
13 you lose that contribution. 13 scenarios and posit increasing risk and you
14 DR.BOOTH: 14 say, well, this is normal, these are the
15 A. Id have to think about that, Mr. Kelly, 15 normal sort of risks faced by utilities, has
16 it’s not something that I’ve gone into, but | 16 this caused problems for the utility in the
17 - 17 past, and that’s what I look at, has there
18 KELLY, Q.C.: 18 been any significant problems in the ability
19 Q. Well that’s a good point to pick up because | 19 of Newfoundland Power to earn its allowed
20 this is not something that you’ve looked at | 20 ROE either from its forecasting areas and in
21 in terms of utility analysis, I take it? 21 the forecasting areas we tend to be
22 DR.BOOTH: 22 conservative or I tend to see utilities
23 A. Well when you look at these issues, Mr. 23 being conservative or [ tend to see
24 Kelly, you have to look at it in the context |24 utilities being conservative. So if you’re
25 of is there anything unusual about this, and | 25 pushing this forward as a risk, I would
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1 going back over the last 25 years for the 1 suspect Newfoundland Power has been in the
2 province, we’ve had periods of very good 2 situation before over the last 25 years.
3 economic growth; we’ve had periods of not | 3 KELLY, Q.C.:
4 very good economic growth. We’ve had 4 Q. We’re going to continue that discussion, but
5 periods of bad winter storms; we’ve had 5 [ want to get the elements out there first.
6 periods where we had mild winter storms. 6 One is the lost of contribution and we know
7 We’ve had, I would suspect most of the 7 the order of magnitude, one percent is about
8 underlying risks that affect the utility, so 8 2 million dollars. Now the next thing and
9 I don’t look at an individual factor, I just 9 you’ve alluded to this already, is forecast
10 look at, well, what is the upshot of these, 10 risk, if the forecast turns out, if the
11 what does it really mean in terms of the 11 economic impacts turn out to be worse than
12 performance of the utility, which is why [ | 12 anticipated, let’s say we had a further, a
13 look at the ability of the utility to earn 13 one percent reduction, not flat but a one
14 its allowed ROE. So I would grant you that | 14 percent reduction, then not only would we
15 there may be some issues, I’d have to get | 15 lose the 2 million in contribution, we’d
16 into these in more detail, but the upshotis | 16 lose the 2 million for the one percent
17 this must have been seen before over the 17 reduction; basic math, agreed?
18 last 25 years. 18 DR. BOOTH:
19 KELLY, Q.C.: 19 A.  Yeah, assuming the utility doesn’t react and
20 Q. But you haven’t really analyzed this, I take |20 the utility reacts.
21 it, from your answer? 21 KELLY,Q.C.
22 DR.BOOTH: 22 Q. Well you keep that point in mind because
23 A. No, and there’s no need for me to analyze |23 we’re going to be coming to that one.
24 it. I’ve been involved in hearings where 24 DR.BOOTH:
25 utility witnesses produce all of these 25 A.  Okay.
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1 KELLY,Q.C: 1 improvement in the system for the next
2 Q. Now, that’s just with the current costs, 2 several years, [’'m aware of that.
3 right? 3 KELLY,Q.C.
4 DR.BOOTH: 4 Q.  And so those costs, that .6 of a billion is
5 A, Yes. 5 24 percent, approximately, of the existing
6 KELLY,Q.C.: 6 rate base of the province, so it’s a big
7 Q. The Board would be quite knowledgeable of | 7 impact just in that, even before we get to
8 its regulatory agenda and it has before it 8 Muskrat Falls, agreed?
9 already a host of costs related to 9 DR.BOOTH:
10 Newfoundland and Labrador Hydro. Do you | 10 A, Well that’s generally true and generally a
11 have any familiarity with that, those 11 utility is like that.
12 operating and — 12 KELLY, Q.C.:
13 DR. BOOTH: 13 Q.  Mr. Chairman, this is now a good time to
14 A.  Are you referring to the Hydro costs? 14 break. We’ll pick up afterwards.
15 KELLY, Q.C.: 15 CHAIRMAN:
16 Q. Newfoundland and Labrador Hydro, which [ 16 Q. Okay.
17 eventually flowed through to Newfoundland | 17 (RECESS - 11:00 A.M.)
18 Power rates, do you have any knowledge of | 18 (RETURN -11:34 AM.)
19 the regulatory agenda involving the Board 19 CHAIRMAN:
20 over that? 20 Q. So, Mr. Kelly, once more into the breach,
21 DR.BOOTH: 21 Sir.
22 A.  Iwould imagine it’s extensive given the 22 KELLY, Q.C.:
23 fact that it’s such a huge project. 23 Q. Thank you, Mr. Chairman. Dr. Booth, we were
24 KELLY, Q.C.: 24 talking about costs coming on the system
25 Q. Well quite apart from Muskrat Falls there 25 when we broke for the break and when we were
Page 126 Page 128
1 are a host of cost applications before the 1 doing that, I hadn’t included the almost 12
2 Board over the existing system. 2 million dollars which are coming for the
3 DR.BOOTH: 3 problems we’ve had over the past winter for
4 A.  Twould expect that, Mr. Kelly. 4 replacing the boiler tubes out at Units 1
5 KELLY,Q.C. 5 and 2 on the Holyrood Plant, do you have any
6 Q. Letme just give you some order of magnitude [ 6 familiarity with that?
7 on the capital side, 119 million for 100 7 DR.BOOTH:
8 megawatt gas turbine; 230 million for 230 kV | 8 A.  No.
9 transmission line; 77 million in Hydro’s 9 KELLY,Q.C.
10 2015 capital budget; 184 million for Hydro’s | 10 Q. And of course, all of that pales in
11 2016 capital budget which is 610 million or | 11 comparison to what’s coming on the hill,
12 .6 billion coming, that have either been 12 which is Muskrat Falls, 9 billion or so and
13 approved or pending before the Board, bulk | 13 projected price increases in the price of
14 of it already approved, right? So that cost 14 electricity of 50 percent or more, do you
15 pressure, quite apart from Muskrat Falls, 15 have a general familiarity at least with
16 approved by the Board with one minor 16 that?
17 qualification, is coming into the system 17 DR.BOOTH:
18 over the next number of years. Do you have [ 18 A. [ have a general familiarity with that.
19 a sense of that? 19 KELLY, Q.C.
20 DR.BOOTH: 20 Q.  Okay, can I take you, it’s still on the
21 A.  Thad some idea that there were significant 21 screen, can [ take you back a page in the
22 projects and I know the company’s 22 forecast to the top of page 4, there you go.
23 forecasting capital expenditures in the 23 And if you come down to the second line, it
24 order of 100 million dollars a year when 24 says “overall customer response to changes
25 depreciation is about 50, so there’s a net 25 in the price of electricity is relatively
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1 inelastic. A one percent change I the price | 1 DR. BOOTH:
2 of electricity will result in a change in 2 A. Oh I think there’s absolutely no question
3 energy sales of less than one percent. 3 that going out to 2018 and beyond, there may
4 Current analysis indicates that a one 4 be problems with the cost of power coming
5 percent increase in the price of electricity | 5 through as a result of Muskrat Falls,
6 will result in a 0.2 percent decrease in 6 there’s no question about that.
7 energy sales.” Do you agree with that? 7 KELLY,Q.C.
8 DR.BOOTH: 8 Q. Okay, can we go to NPCA-036 and this is a
9 A. I do. 9 question which was put to you about the
10 KELLY, Q.C.: 10 impact of the Newfoundland economy and you
11 Q. And if that’s one percent, the statistician | 11 make the observation, beginning at line 10,
12 in me tells me that a 50 percent increase is | 12 “Dr. Booth judges it to have relatively
13 a 10 decrease in sales? 13 little impact as the demand for electricity
14 DR. BOOTH: 14 is not very price or income sensitive.” And
15 A. Mr. Kelly, the statistician will tell you, 15 first of all, I take it you haven’t
16 and you would tell you it’s probably a 16 specifically studied the price elasticity of
17 nonlinear relationship. 17 electricity.
18 KELLY, Q.C.: 18 DR.BOOTH:
19 Q. Right, which is exactly the point, Dr. 19 A. No, the last time I looked at that was about
20 Booth, that what that introduces is a whole | 20 15, 20 years ago when there was a study done
21 bunch of uncertainty, doesn’t it? 21 and published by the Government of Canada,
22 DR.BOOTH: 22 but the fact is people don’t turn their
23 A. Well I would say — 23 lights out and there may be an immediate
24 KELLY,Q.C. 24 impact when, whoa we’re paying a lot, but
25 Q. Because you can’t tell me what that 25 people adjust to it which is why in part [
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1 relationship is going to be, can you? 1 look at the cost of 1000 kilowatt hours
2 DR.BOOTH: 2 across Canada. People adjust to it and
3 A. No, that’s absolutely correct, I'd have to 3 they’re not going to freeze because the
4 do a demand analysis and [ haven’t done one. [ 4 price of electricity has gone up and they’re
5 KELLY, Q.C. 5 not going to stop paying—they’re not going
6 Q. No, and it would be very difficult to 6 to kick their son off playing video games in
7 predict that because you’re trying to judge 7 the den because of, hey, that’s costing a
8 how people are going to react 8 lot of money. There’s a temporary phenomena
9 psychologically to this problem, as well as 9 that may be price shock and then there’s the
10 economically? 10 long-run impact.
11 DR.BOOTH: 11 KELLY, Q.C.:
12 A. That is true, that’s why I put out the cost 12 Q.  Butyou haven’t studied it? Then you go on
13 of power for 1000 kilowatt user across 13 -
14 different jurisdictions because we can say, 14 DR. BOOTH:
15 for example in New York, the cost of power | 15 A, Alllcan say is that I'm surprised that
16 is ridiculous compared to St. John’s and we | 16 it’s .2,  would have thought it was less
17 can see that St. John’s is cheaper than 17 than that. 1 would have thought it was even
18 Toronto, so there are significant 18 less price sensitive.
19 differences across different metropolitan 19 KELLY, Q.C.
20 areas. 20 Q. Utility has studied it.
21 KELLY,Q.C.: 21 DR.BOOTH:
22 Q. So one of the other risks that we know is 22 A. Yeah, I know.
23 coming is at least a sales risk as we have 23 KELLY, Q.C.:
24 to deal with this problem, can we agree on 24 Q. Then you go on to say, “the only way it
25 that much? 25 could directly affect Newfoundland Power’s
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1 business risk is either through short-run 1 less of cost advantage and yet during that
2 forecasting errors”--and we talked about 2 period, NP continued to earn its allowed
3 that a minute ago, “or the long-run death 3 ROE. And when we look at this, as
4 spiral if the customer rate base can no 4 indicated before, it’s a question of utility
5 longer support Newfoundland Power’s 5 witnesses and counsel say, well this time
6 infrastructure.” You then say “The former 6 it’s different. We’ve faced these risks for
7 is covered by the band around Newfoundland | 7 25 years but they haven’t materialized so
8 Power’s allowed ROE.” And if I can just 8 far, but this time it’s different.
9 stop you there, we know there is a 40 basis 9 KELLY,Q.C.:
10 points band around the Newfoundland Power’s | 10 Q. One of the points that you’ve flagged
11 rate of return, agreed? 11 yourself, in this answer to this RFIL, is
12 DR. BOOTH: 12 that this risk can result in Newfoundland
13 A, Approximately, yeah. 13 Power’s earnings being reduced, as we just
14 KELLY, Q.C.: 14 talked about?
15 Q. Approximately, and essentially what youare |15 DR. BOOTH:
16 saying is the risk that we talked about for 16 A.  There’s a possibility that if these risks
17 contribution risk, deteriorating economy, 17 are material and that they fail to forecast
18 could result in Newfoundland Power, the 18 and manage those risks properly, which would
19 earnings being reduced at least into the 19 be a first compared to the last 25 years,
20 lower band of the ROE? 20 then they may actually under earn for the
21 DR.BOOTH: 21 first time.
22 A.  That’s correct, it could actually be that 22 KELLY,Q.C.:
23 Newfoundland Power doesn’t earn its allowed |23 Q.  And the Board will be in a good position to
24 ROE and instead of - 24 judge the nature of these risks as opposed
25 KELLY, Q.C. 25 to yourself because they are the regulators
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1 Q. And may go under the band? 1 sitting with these applications before it,
2 DR.BOOTH: 2 obviously.
3 A. It may go—exactly, the risk is supposed to 3 DR.BOOTH:
4 be symmetrical, Mr. Kelly, it’s supposed to 4 A. Oh that’s correct. Look, I mean, this Board
5 be, you possibly gain, you possibly lose. 5 sits in on all of these facilities’
6 As I indicated, except for the CRA 6 expansions and all of the cost analysis and
7 assessments that caused it to under and then 7 everything else. The Board will have access
8 over earn, it’s difficult to see that 8 to a lot of detailed knowledge than I’ve got
9 Newfoundland Power has actually experienced | 9 access to. All I'm saying is that after 25
10 any risk. 10 years looking at NP, none of the risks that
11 KELLY, Q.C. 11 have been flagged previously have actually
12 Q. So one of the risks that you identify in 12 materialized. This time it may be
13 this ROE is that—or in this RFI is that 13 different, but that’s what utility witnesses
14 Newfoundland Power has a risk to its 14 always say, this time is different.
15 earnings from what they have been. 15 KELLY, Q.C.:
16 DR.BOOTH: 16 Q. Could be. Now the other factor which would
17 A.  What I'm indicating is and I look at—I asked | 17 fall out of this if I follow the discussion
18 Newfoundland Power to provide copies of the | 18 we just had, is more frequent GRAs seem to
19 risk assessment done in the 1990s, rate 19 be what you’re suggesting; in other word,
20 hearings at that time, so that I could see 20 the utility will just come back more often?
21 what the experts were saying at that time 21 DR.BOOTH:
22 and they tended to say that there’s increase 22 A.  Well I would say that there’s a asymmetry
23 in competition, there’s increase in power 23 that if a utility flags something that’s
24 costs, there’s less competition—sorry, 24 materially going to affect its performance,
25 there’s increase in competition, there’s 25 then it can come before the regulator and
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1 say, look, there’s something seriously going | 1 flagging up the prospect at least of this
2 on here, please we need to re-examine this | 2 death spiral is you have to increase the
3 particular risk and that’s the regulatory 3 price on fewer people going forward, fewer
4 bargain. As I point out in my testimony 4 units?
5 that if a competitive firm loses sales, it 5 DR.BOOTH:
6 can’t suddenly turn around and charge more | 6 A. [’'m saying there’s two elements of risk for
7 for everybody else or go back and say, well | 7 a utility, one is the short-run forecasting
8 look, the widget I sold you last year, 'm 8 risk which generally utilities manage that
9 sorry, you’re going to have to pay more for | 9 very well in a sense that they over earn
10 it because [ didn’t sell enough widgets; 10 because they forecast things that don’t
11 whereas that can happen for a regulated 11 actually happen. They forecast spending
12 utility. 12 money that they don’t actually spend. And
13 KELLY,Q.C. 13 then the fundamental risk is that the
14 Q. Tell me about the death spiral, what does 14 utility faces fundamental changes in supply
15 that mean? 15 and demand that threatens its ability to
16 DR. BOOTH: 16 recover its costs and the standard procedure
17 A. Well the death spiral is TransCanada 17 is to reallocate those costs and it can
18 Mainline. The TransCanada Mainlineisa | 18 result, as you said, as it did for the
19 bullet pipeline from Alberta into central 19 Mainline, higher costs, causing other people
20 Canada and it basically requires gas to flow | 20 to say I don’t want to renew. [ don’t want
21 from Alberta into central Canada. 21 to renew and ship on the Mainline, I’ll find
22 Unfortunately, they are alternative supply | 22 some other way of getting my gas to market,
23 bases that have developed that can serve 23 it’s too expensive.
24 central Canada, principally the Marcel’s 24 KELLY, Q.C.:
25 Field in the eastern United States. And the |25 Q. So that’s a risk we have. Now let’s come
Page 138 Page 140
1 TransCanada Mainline saw a significant drop 1 over to —
2 off in its load and it came before the, as 2 DR.BOOTH:
3 any utility does, it came before the 3 A. That’s a risk every utility has. It’s a
4 National Energy Board and says we’re in 4 question of whether or not it’s a realistic
5 danger of not earning allowed ROE, we’ve got [ 5 risk.
6 some assets that are under utilized, help 6 KELLY,Q.C.
7 us. And there was a major hearing, 2011 7 Q. Right, but we don’t have anything else, like
8 where the National Energy Board gave the 8 Muskrat Falls coming with 9 billion. Let’s
9 Mainline the tools it needed in order to 9 go over to NP —
10 compete. 10 DR. BOOTH:
11 KELLY,Q.C.: 11 A. Yeah, but I’ll correct you on that, Mr.
12 Q.  Butthe reason they call it a death spiral, 12 Kelly, we do have, I asked Newfoundland
13 it kind of goes like this, isn’t it, as the 13 Power what the situation was like in the
14 price goes up, people use less, so you then 14 ‘90s and they said there was a period when
15 have to jack up the price again to cover 15 they had a 40 percent cost disadvantage
16 what you didn’t get causing a further 16 relative to fuel oil and they lost about 3.7
17 increase in price of on fewer people. 17 percent of their customers, but they still
18 DR.BOOTH: 18 earned their allowed ROE. And during the
19 A.  That’s exactly right. 19 ‘90s there was significant testimony before
20 KELLY,Q.C. 20 this Board on the problem that they faced
21 Q.  That’s the problem. 21 into fuel completion with fuel oil, so
22 DR.BOOTH: 22 that’s a 40 percent cost disadvantage. If
23 A.  And that’s exactly what the Mainline faced. 23 Muskrat Falls comes along and it ends up
24 KELLY,Q.C.: 24 being 50 percent, well you have to say, well
25 Q. Andso as we’re facing Muskrat Falls, you're | 25 is it going to be--suddenly become material
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1 when it wasn’t material in the 1990s. 1 KELLY,Q.C
2 KELLY, Q.C.: 2 Q. That’s why we talked about how big that is
3 Q.  I'm going to come back to that one. Let’s 3 and the uncertainty around it. Now, let’s
4 go to NPCA-061 and you were asked in this 4 2o to CA-NP-062 and this is another
5 RFI about Moody’s and their comments. If we | 5 question—no, sorry, it should be NP-CA,
6 come down to line 14, you say “Dr. Booth 6 sorry, I got the things backwards. Now if
7 makes no comment on Moody’s assessment of | 7 we go down to—this is another question about
8 the impact of Muskrat Falls, except to note 8 the death spiral and Moody’s and at line 10
9 that the Board has a number of regulatory 9 you say, “Dr. Booth’s understanding is that
10 tools to manage that exposure and if the 10 the legal requirement in Canada is the
11 risks materialize, he expects the hearing to 11 equity cost is a cost and that it cannot be
12 consider how to deal with any problems. 12 reduced to share the pain; hence, he does
13 Regulatory precedent in Canada rather than 13 not accept that any Canadian regulator would
14 the United States is that there is no reason 14 allow an unfair or unreasonable ROE. He
15 to believe that NP’s shareholders bear this 15 also cannot see what costs the Board could
16 risk, rather than ratepayers.” So if I 16 disallow as a prudent that would make any
17 understand your testimony correctly, this is 17 material difference since the main concern
18 all the ratepayers’ risk? 18 is not NP’s cost but the flow-thru of
19 DR. BOOTH: 19 Hydro’s commodity costs.” So if I stop
20 A. Ultimately it is the ratepayer’s risk, it’s 20 there, that’s the point that we’ve already
21 the ratepayer who is going to pay the higher 21 talked about, assuming an unlimited ability
22 cost of electricity and if the Board passes 22 for customers to pay.
23 those on, as it currently does, then it’s 23 DR.BOOTH:
24 ratepayers who are going to pay those higher | 24 A.  That’s correct, as I've said, as long as the
25 electricity costs and they’re the ones that 25 underlined commodity is competitive and
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1 are going to be faced with the higher cost 1 there’s no alternative to electricity, then
2 of Muskrat Falls. 2 the costs are going to be passed on.
3 KELLY,Q.C.: 3 KELLY, Q.C.:
4 Q. And that assumes, of course, doesn’t it, 4 Q. Let’s go to the next sentence, “If this
5 that you can pass on whatever the cost 5 flow-thru becomes material, he expects that
6 consequence is and the ratepayer has the 6 the provincial government and the Board to
7 ability to pay it. 7 take appropriate action.” Now, I don’t know
8 DR.BOOTH: 8 how familiar you are with Muskrat Falls, but
9 A. That’s correct. And if that’s the case, 9 Nalcor is building it, they’re the
10 there’s no death spiral. The only situation 10 unregulated entity, there’s going to be a
11 where that can materialize if electricity 11 power purchase agreement with Newfoundland
12 costs become so expensive that Junior can’t | 12 and Labrador Hydro. What action has this
13 play video games in the den and you have to | 13 Board set up to be able to take in relation
14 turn the thermostat down and turn the lights | 14 to that? Have you studied that issue?
15 off. 15 DR.BOOTH:
16 KELLY, Q.C. 16 A.  No, all I'm saying here is let’s just follow
17 Q. And that’s the presumption that you’re 17 along and read the quote that I referred to
18 making in the answer that you’ve given that | 18 from the Ontario Energy Board, “regarding
19 this is a problem, not a problem for the 19 the risks of future events, the Board agrees
20 company because you’re assuming that 20 with CCC that the relevant future risks are
21 customers have essentially an unlimited 21 not going to likely affect Enbridge in the
22 ability to pay. 22 near term. Any risk that may materialize
23 DR.BOOTH: 23 over a longer term can be taken into account
24 A. That’s what we call price insensitive demand | 24 in subsequent proceedings. In considering
25 which is what electricity is. 25 the risk of future events, the Board would
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1 take into account the fact that generally 1 that’s a risk that NP is going to have to
2 the more distant a potential event, the more | 2 suffer, that’s a significant change from
3 speculative of any conclusion or the 3 what I’ve seen elsewhere in Canada.
4 likelihood that a risk will materialize.” 4 KELLY,Q.C.
5 All I’'m saying here is that in the test 5 Q. Butyou’re relying on somehow the Provincial
6 year, this is not a factor and in fact, 6 Government and the Board to do something and
7 neither 2016 or 2017, the risks that you 7 can | suggest to you that that introduces a
8 mention, a factor for Newfoundland Power, | 8 question of legislative and regulatory
9 probably 2018 is not a factor. We’re 9 uncertainty as to how this is going to work,
10 looking at the future and all I'm sayingis | 10 regulatory and legislative risk?
11 that I would expect that if there is a 11 DR.BOOTH:
12 significant supply shock that affects the 12 A, No, I wouldn’t say that at all. I would say
13 price of electricity and that affects people | 13 it introduces the possibility that, [ mean,
14 dropping off the system for Newfoundland | 14 not every action is a risk, Mr. Kelly.
15 Power deciding to convert to oil,  would | 15 Utilities might like to think every action
16 expect the Province and this Board, the 16 is a risk, but this is an action on the
17 Board to use its degree of regulatory 17 part—expect in an action on the part of the
18 protection and I would expect the Province | 18 Province if it becomes serious to take steps
19 to say it doesn’t make sense that we’ve got | 19 to protect the utility. I can’t conceive
20 all this electricity coming out of Muskrat | 20 for one minute that the Provincial
21 Falls and everyone is converting to heating | 21 Government is going to say, well, we’ll
22 oil which is not environmentally 22 allow all these people to switch to heating
23 satisfactory. So there’s a variety of tools | 23 oil and we’ll see Newfoundland Power have
24 the Province can go to, as well as this 24 all these problems earning its allowed ROE,
25 Board in order to think through how to best | 25 we can see the death spiral and everyone is
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1 handle that risk. 1 just going to hold their hands up and say,
2 KELLY,Q.C. 2 well we’re not going to do it.
3 Q. But you haven’t analyzed that and I take it 3 KELLY,Q.C.
4 from the answer you gave me a few minutes 4 Q. Soyou’re optimistic that the government is
5 ago, you don’t have concrete proposals asto | 5 going to take steps to protect the utility
6 what this Board would do? 6 in this province?
7 DR.BOOTH: 7 DR.BOOTH:
8 A.  No, but  know what every other board in 8 A.  DI’'m optimistic—no, ['m optimistic, in the
9 Canada has done, which is when there’s 9 province, the government is elected by
10 anything that comes up to jeopardize a 10 people who vote and when people who vote see
11 utility, they have a hearing, that’s the 11 their power costs going up —
12 Canadian regulatory compact and if the 12 KELLY, Q.C.:
13 incidents you are talking about is severe 13 Q.  They might take steps to protect the
14 enough to seriously affect Newfoundland’s 14 ratepayer, the customer.
15 ability to earn its allowed ROE, I fully 15 DR.BOOTH:
16 expect the company to come before the Board | 16 A.  Well exactly, but by protecting —
17 and this Board to hear the evidence and 17 KELLY, Q.C.:
18 think about what can we do to make sure that | 18 Q. Not the utility.
19 Newfoundland Power can continue to have an [ 19 DR. BOOTH:
20 expectation that it’s going to earn its 20 A. By protecting the ratepayer, they’re going
21 allowed ROE. That’s what happened every |21 to protect the utility. Look, all I'm
22 time [’ve seen it in Canada. I don’t have 22 saying here, Mr. Kelly, is that I do not
23 to know exactly what the Board is going to 23 have any precedent whatsoever for a
24 do, all I know is if this Board just sits 24 regulator to sit idly by when something
25 idly by and says we’re not doing anything, 25 comes up that damages the utility’s ability
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1 to earn its allowed ROE. I saw it with 1 yesterday, you talked about PBR in terms of

2 Specific Natural Gas down in the northwest 2 FAC electricity and squeezing efficiencies

3 of B.C. and that, I think it was in my 2009 3 out. Newfoundland Power, I think, has a

4 testimony, where the BCUC took a number of 4 very good record before this Board of very

5 measures to try and protect PNG when it lost 5 efficient operations, so when you’re trying

6 almost all of its industrial load and we saw 6 to figure out what you’re going to squeeze

7 it in the National Energy Board when there 7 out to balance financial integrity versus

8 was a huge hearing, people intervened and 8 system maintenance and reliability, that’s

9 they wanted to write off a big chuck of the 9 quite a fine balance, isn’t it?
10 Mainline’s assets. They said they’re 10 DR. BOOTH:
11 stranded, they’re no longer needed, wipe 11 A. Mr. Kelly, I remember vividly in 2004 before
12 them all out and let the TransCanada 12 the Ontario Energy Board, one of the
13 shareholders bear the costs. The National 13 commissioners asked me why do we have to
14 Energy Board didn’t do that, they took a 14 give these guys an incentive to be
15 reasonable approach to get the utility and 15 efficient? Why do we have to go to a PBR,
16 to TransCanada the tools necessary for it to 16 they should be efficient and do their job.
17 continue to earn its allowed ROE and in 17 But when I look at what’s happened in
18 fact, it has continued to earn its allowed 18 Alberta, when I look at what’s happened in
19 ROE. 19 B.C., when I look at what’s happened in the
20 KELLY, Q.C.: 20 Régis where they put the utility on a
21 Q.  Now if we go down to line 26, you also say 21 performance base or incentive regulation, or
22 this, “He”—which is Dr. Booth—“would expect | 22 in Ontario where they’re being under
23 that in an extreme situation Newfoundland 23 settlement, it’s amazing the efficiencies
24 Power, like any competitive organization, 24 that utilities have been able to generate.
25 will look to cut costs wherever possible if 25 Perhaps this time is different, perhaps
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1 its basic business model was under threat.” 1 Newfoundland Power is the one utility in

2 So one of the things that you’re putting up 2 Canada that is already operating incredibly

3 here is that Newfoundland Power, going 3 efficient and there’s no fat.

4 forward, will have to consider what costs to 4 KELLY,Q.C.:

5 cut as it tries to balance financial 5 Q. Soone of the risks that you are, I'm going

6 integrity versus system maintenance 6 to call it a risk, one of the risks that

7 reliability, agreed? 7 you’re putting up is that there may be a

8 DR.BOOTH: 8 change in the whole regulatory legislative

9 A.  No,no, notatall. Iwould say that nearly 9 structure?
10 every other utility in the world has been a 10 DR.BOOTH:
11 performance base regulation, so if there is 11 A, Yeah, could be that, look, all I'm saying is
12 a huge shock to the system, all I'm saying 12 that in three years’ time if this scenario
13 is this Board has a number of tools that it 13 comes about, there’s a number of measures
14 can look at in order to manage those risks. 14 that the Board and the province can do to
15 One of them may be to put some sort of PBR | 15 make sure that this is not a big shock to
16 and say to Newfoundland Power, we’re going | 16 the system and I think a performance based
17 to impose a one percent cost or efficiency 17 regulation is not exactly a structural
18 gain, which is usually the “X” factor in PBR | 18 change, as far as I’'m aware just about every
19 and we’ll give you the potential to actually 19 utility in Canada is under some form of PBR
20 generate savings and become efficient and 20 or settlement.
21 it’s amazing what efficiencies utilities can 21 KELLY, Q.C:
22 generate. 22 Q.  Now, you talked about the cod moratorium and
23 KELLY,Q.C. 23 I did promise you we would come back to this
24 Q. That’s a really interesting comment because | 24 and you’ve heard the testimony before that
25 at the beginning of your testimony 25 during the cod moratorium in order to
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1 balance that financial integrity with system 1 have on the screen your graph from yesterday
2 reliability, the company had to cut system 2 with the allowed and actual ROEs, and you
3 maintenance and reliability so that by the 3 will see during the 1990s, that the ROE, the
4 time we got to the end of the 1990s, 1999, 4 company under earned its allowed ROE,
5 the system had suffered significantly in 5 correct?
6 terms of reliability, are you aware of that? 6 DR.BOOTH:
7 DR.BOOTH: 7 A.  Thatis correct, my understanding, I asked
8 A. Well I wasn’t aware of that, but I’'m not 8 the company to explain that and they said it
9 surprised, [ mean, you’re probably aware the [ 9 was CRA assessment.
10 brownouts we had in eastern Canada were 10 KELLY, Q.C.:
11 caused because a U.S. utility cut back on 11 Q. No, I think you’re mixing up a little bit.
12 its maintenance when it was on the PBR. 12 DR. BOOTH:
13 KELLY,Q.C. 13 A.  Ohthere was a severe sleet storm.
14 Q. And more recently, I don’t want to go too 14 KELLY, Q.C.:
15 far into this, but more recently in this 15 Q. No, that comes a little bit later. Let me
16 jurisdiction we’ve had the issue with Hydro, | 16 help you along here. In the 1990s, what
17 the generating utility and its problems in 17 happened to long Canada rates in bond rates?
18 maintaining the system, so there’s a trade 18 DR. BOOTH:
19 off between maintaining financial integrity | 19 Q. They came down.
20 and reliability if you have declining sales, 20 KELLY, Q.C.
21 lack of contribution, growth, et cetera. 21 Q. They came down, exactly. And what does that
22 It’s simply the corollary, agreed? 22 do? It reduces your cost of capital,
23 DR.BOOTH: 23 doesn’t it?
24 A. Well [ wouldn’t say it’s simply the 24 DR.BOOTH:
25 corollary, I would say that whenever you 25 A.  Well hopefully as long as the regulator
Page 154 Page 156
1 sort of look to cut costs, first of all 1 actually passes through their financial
2 there shouldn’t be any costs to cut in the 2 costs, then the ROE should come down.
3 first place if in fact it’s operating 3 KELLY, Q.C.:
4 efficiently, but there’s always a danger 4 Q. And so if you look at 1991 through 1996, the
5 that you may cut a little bit too much. I 5 Board held the allowed return up as we went
6 mean, that’s what competitive firms do and 6 through the very difficult proposition of
7 you got to remember, Mr. Kelly, that we’re 7 the cod moratorium, it didn’t reduce.
8 basically looking at, regulation is designed 8 DR.BOOTH:
9 to emulate the impact of competition for the | 9 A. Yes.
10 utility to operate as efficiently as 10 KELLY, Q.C.:
11 possible, minimal to low run average costso | 11 Q. That’s the clear observation, and yet even
12 ratepayers don’t pay more than they should | 12 in that circumstance with an allowed ROE
13 do if in fact it was a competitive 13 held up, the company was forced into the
14 environment. And unfortunately a 14 position of trying to balance financial
15 competitive environment, sometimes here are | 15 integrity versus system reliability and
16 things that wouldn’t happen with a regulated | 16 system reliability got deteriorated. So
17 utility with a gold plated rate base, that’s 17 we’ve been through this experience, nobody
18 inevitable. 18 wants to go back there.
19 (12:00 p.m.) 19 DR. BOOTH:
20 KELLY, Q.C. 20 A. But what you’re actually telling me is the
21 Q. Samantha, can we put up Dr. Booth’s slide | 21 allowed ROE is probably excessive in the
22 No. 3, please? If you can take us over, 22 early ‘90s, so in fact they didn’t under
23 Samantha, you might be able to enlarge the |23 earn, actually they probably over earned if
24 1990s or 2000 part or is that—that’s as good | 24 their allowed ROE had been set properly, is
25 as it gets is it? Okay. Now, Dr. Booth, we [ 25 that what you’re telling me?
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1 KELLY,Q.C. 1 DR.BOOTH:
2 Q.  And that helped balance the financial 2 A. That’s correct.
3 integrity, so maintaining an ROE that 3 KELLY, Q.C.:
4 enables you to manage through the problemis | 4 Q. Then at line 17, you say this, “I agree that
5 what the Board did back then. You’re in 5 the Board might in the future take actions
6 here saying cut the ROE—or from your 6 that hurt the bondholder.” Now, which
7 testimony this morning, at least maintain 7 bondholder are you talking about?
8 it. 8 DR.BOOTH:
9 DR.BOOTH: 9 A.  The people that buy Newfoundland Power’s
10 A. My recommendation is 7.5 percent, the same | 10 bonds.
11 as three years ago. 11 KELLY,Q.C.:
12 KELLY, Q.C.: 12 Q. Would they be our existing bondholders, the
13 Q.  Maintain it like last time. 13 550 million outstanding?
14 DR.BOOTH: 14 DR.BOOTH:
15 A.  And my recommendation as well, Mr. Kelly, is | 15 A.  Generally it’s the existing bondholders
16 that if there are any serious risks outside 16 because if the Board takes action, the new
17 the test year, they should be dealt with at 17 bondholders will price that into the yield
18 that appropriate time. My understanding is 18 that they expect.
19 there is nothing significant within the 19 KELLY, Q.C.:
20 next, the test years, 2016 to 2017 and all 20 Q. So I'm not quite sure I understood your
21 I’'m saying is that the Board has the 21 answer. [s it the existing bondholders,
22 regulatory tools to manage these risks 22 those who already hold the bonds who would
23 should they materialize. 23 be hurt or new bondholders?
24 KELLY, Q.C.: 24 DR.BOOTH:
25 Q. Haven’t quite been able to tell us, though, 25 A.  The old bondholders.
Page 158 Page 160
1 how it’s going to do that. 1 KELLY,Q.C.
2 DR.BOOTH: 2 Q.  But how would they be hurt? So we’re going
3 A. Because that’s the job of the Board. I'm 3 to hurt the old bondholders, the existing
4 not going to go to them and say do this,do | 4 debt owners?
5 that, do that. All [’m saying is that what 5 DR.BOOTH:
6 will happen is there will be a hearing if 6 A.  Ididn’t say we were going to hurt the old
7 anything significant happens and out of that [ 7 bondholders, all I said is that when the
8 would come a judgment on the part of the 8 bondholders—all I said is the Board may take
9 Board and I’ve never, as I say, I’ve never 9 actions that are not necessarily in the best
10 seen a regulator not responsive to any 10 interest of the bondholders, which is, I
11 serious concerns raised by the utility. If 11 mean, a change in the common equity ratio is
12 you’re telling me this time it’s different, 12 not particularly in the interest of the
13 all I could say is I’ve heard that for the 13 bondholders. They would like as much equity
14 last 30 years and it hasn’t been different 14 as possible, lower the financial risk and an
15 so far. 15 upgrade of their bonds so they pick up a
16 KELLY, Q.C.: 16 capital gain.
17 Q. Dr. Booth, can I take you to your 17 KELLY, Q.C.:
18 surrebuttal testimony to page 16, beginning | 18 Q. Okay, so existing bondholders could be hurt
19 at line 8, I'm going to give you and the 19 by the type of tools that you are suggesting
20 Board an opportunity to read down through | 20 could be used and would it not also follow
21 the first paragraph, that’s essentially the 21 from that that future bondholders would be
22 discussion we just had and in lines 14 and | 22 negatively impacted?
23 15, you point to the role of the Provincial |23 DR. BOOTH:
24 Government and the Board to protect the | 24 A.  Why would future bondholders be negatively
25 utility. Okay, with me so far? 25 impacted?
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1 KELLY,Q.C. 1 fair and reasonable rates. That may result
2 Q. Well let me put the question slightly 2 in some equity holders saying, well, I
3 differently, that if steps are taken which 3 didn’t expect that, I’'m going to lose money
4 affect—that it may affect the company’s 4 and it may be that some of the bondholders
5 ability to be able to borrow at the same 5 can say, well I didn’t expect that, now I'm
6 rates that it otherwise would have been. 6 not quite so happy with those bonds. That’s
7 DR.BOOTH: 7 part and parcel of the investment risk.
8 A. I think that’s correct in the sense that if 8 KELLY,Q.C.
9 this Board decides to replace 5 percent 9 Q. So if I put all that together, I'm looking
10 common equity with 5 percent debt, then the | 10 at a picture in which even, never mind the
11 bondholders are going to say with a little 11 shareholders, but we’re down to bondholders
12 bit more financial leverage and they’re 12 could be negatively affected as you’ve said
13 probably going to want a few basis points on | 13 in your —
14 the Euro and the debt. 14 DR.BOOTH:
15 KELLY, Q.C.: 15 A. Sure, you’re acting like Mr. Sherwin saying
16 Q. So the cost of debt will rise? 16 it’s against the constitution if you
17 DR.BOOTH: 17 expropriate property.
18 A. No, I didn’t say it will rise, I said it 18 KELLY,Q.C.:
19 could rise. 19 Q.  No, [ was surprised to read your words when
20 KELLY,Q.C. 20 you said “I agree that the Board might in
21 Q. It could rise from what it otherwise would | 21 the future take actions that hurt the
22 have? 22 bondholder”, which is, like that, to me,
23 DR.BOOTH: 23 rings pretty serious.
24 A. Probably that’s the case, correct. 24 DR.BOOTH:
25 KELLY, Q.C.: 25 A. No, it doesn’t, it’s not serious at all.
Page 162 Page 164
1 Q.  Right, so one of the things you are 1 All I'm saying is the Board is going to look
2 postulating is to deal with the risks we’ve 2 at everything and do its best to protect the
3 talked about, the Board might have to take 3 utility to give it an opportunity to earn
4 actions which would be serious enough to 4 its allowed ROE. That may involve putting
5 hurt existing bondholders and negatively 5 the Board on—sorry, the company on
6 affect future bondholders? 6 performance base regulation, it may involve
7 DR.BOOTH: 7 going through more tax efficient capital
8 A.  No, I'm saying that if any of these risks 8 structure, it may involve changing the
9 materialize, the Board is going to look at 9 depreciation rate and stretching out the
10 its overall tool kit and it’s going to take 10 amortization of the utility’s assets. I
11 appropriate measures. The bondholders when | 11 don’t know what the Board is going to do if
12 they buy Newfoundland Power’s debt have got | 12 it ever materializes and I’'m not making any
13 a contractual agreement that agrees that 13 recommendations whatsoever. All I'm saying
14 they think Newfoundland Power can do certain | 14 is that if this situation every materializes
15 things, that’s where they protect them, in 15 and is perceived to be serious, there are
16 the bond contract. That’s why there’s an 16 measures, there is a tool kit that the
17 interest coverage shown restriction. 17 Board’s got in order to manage all those
18 Everything else is part of the risk of 18 risks and I do not expect it just to sit
19 investing in bonds. You can’t look at this 19 idly by and not take measures to protect the
20 and say, well the Board can never take an 20 utility and changing the depreciation rates
21 action that possibly hurts the bondholders. 21 is exactly what TransCanada wanted in the
22 I mean, you can say that for the equity 22 TransCanada Mainline, so that’s a standard
23 holders as well, they can’t lower the 23 tool that is used to moderate risk.
24 allowed ROE because that hurts the equity 24 KELLY, Q.C.:
25 holders. It’s the job of the Board to set 25 Q. Okay, let’s go back for a moment to NP-CA-
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1 062 because you referred a number of times 1 Alberta Utilities Commission where you apply
2 to this OEB comment. Now is the OEB there | 2 generic ROES to a wide range of companies,
3 talking about the rate of return? 3 it’s then efficient to look at the common
4 DR.BOOTH: 4 equity ratio within the GRA of an individual
5 A. No, it’s talking about capital structure. 5 company and change that to equalize the risk
6 KELLY, Q.C. 6 such that they can continue to get exactly
7 Q.  Okay, well if we look at capital structure, 7 the same ROE.
8 would you agree with me that Newfoundland | 8 KELLY, Q.C.:
9 Power has had a stable capital structure for 9 Q. That’s when you got multiple investor owned
10 decades? 10 utilities within the same regulatory
11 DR.BOOTH: 11 umbrella?
12 A. That’s correct, 40 to 45 percent in the 12 DR. BOOTH:
13 early ‘90s and 45 percent for at least the 13 A.  That’s correct. Where you don’t have
14 last 15 years. 14 multiple utilities, as in the case, for
15 KELLY, Q.C.: 15 example of the BCUC, the BCUC actually
16 Q. AndifI take you to the company’s finance | 16 changes the common equity ratio and has
17 evidence, let’s go to page 421. 17 changed the common equity ratio and the ROE
18 MS. PIERCEY: 18 at the same time and set differential
19 Q. What was the page again? 19 premiums on the ROE and the common equity
20 KELLY,Q.C.: 20 ratio.
21 Q. 421. And if you go to the middle of the 21 KELLY, Q.C.:
22 page, Samantha, and then kind of scroll 22 Q. Butifyou’re going to change the ROE,
23 down. And in fact, you’d be familiar with 23 because this is their language a few minutes
24 the Stated Case decision from our Court of | 24 ago, for a change in the risk, if the risk
25 Appeal which our Court of Appeal has dealt | 25 goes up, it’s the equity component that you
Page 166 Page 168
1 with the importance of the stability in 1 would increase. The response to increasing
2 capital structure management. 2 risk is an increase in equity component.
3 DR.BOOTH: 3 DR.BOOTH:
4 A.  Oh, I generally agree with that completely. 4 A.  Wellit can be, it can be an increase in the
5 KELLY, Q.C.: 5 ROE.
6 Q. Okay, you would. 6 KELLY,Q.C.
7 DR.BOOTH: 7 Q. Oritcould be an increase in the ROE, but
8 A.  Yeah, I'd generally recommend that you don’t [ 8 in terms of capital structure, if you’re
9 change capital structures unless there’s a 9 going to adjust the capital structure
10 significant change in business risk, which 10 because of a change in risk, increasing risk
11 is the policy of the National Energy Board, 11 increases equity, decreasing risk decreases
12 the Ontario Energy Board and most boards in | 12 equity, agreed?
13 Canada, except the Albert Utility 13 DR.BOOTH:
14 Commission. 14 A.  Agreed, yeah. And in this case with this
15 KELLY,Q.C.: 15 company regulated by the Board, it’s not
16 Q. Right, and so what you just said is you 16 into the problem of the generic ROE, it can
17 don’t change capital structures unless 17 regulate, it can change the ROE and the
18 there’s a material change in business risk. 18 capital structure.
19 If the risk increased, ordinarily you would 19 KELLY, Q.C.:
20 increase the equity in the capital 20 Q.  Now if we go to NP-CA-026, the question asks
21 structure, correct? 21 you — it gives this quote, “In our
22 DR.BOOTH: 22 judgment”, referring to Dr. Booth, which
23 A. Generally you would, it depends what you’re |23 would be you and Dr. Berkowitz, “in our
24 doing. If you’re like the National Energy 24 judgment, capital structures should be long
25 Board, the Ontario Energy Board and the 25 lived, as they are primarily a function of
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1 the business risk of the firm. In 1 make recommendations.
2 particular, it is not standard practice to 2 KELLY, Q.C.
3 change equity ratios on an ongoing basis”, 3 Q. Let’s go to CA-NP-050, and go to page 4 and
4 and you were asked, “Does Dr. Booth still 4 see if we can come to some agreement on some
5 agree with the above statement regarding the | 5 practical points here as well. If we could
6 long lived nature of capital structures”, 6 go to page 4, and this deals with — come
7 and you answered, referring to certain other 7 down, Samantha, a little bit lower on the
8 ones, “Yes, while noting the word 8 page, if you could. We begin at line 26 and
9 “primarily”. So you generally agree with 9 27, “Newfoundland Power has consulted with
10 the statement that you’ve got on the screen? | 10 its investment bankers concerning the
11 DR.BOOTH: 11 current Canadian preferred share market”.
12 A.  Absolutely. I disagree with the policy of 12 Line 30, “The company has been advised that
13 the Alberta Utilities Commission where 13 preferred shares with a fixed coupon rate
14 they’re changing their capital structure 14 and perpetual term are not currently
15 couple of years. I personally don’t think 15 marketable in Canadian capital markets.
16 that makes a lot of sense. 16 Preferred shares, which have a coupon rate
17 KELLY, Q.C.: 17 which is reset at the predetermined time,
18 Q. Now in terms of capital structure, if you 18 typically five years, are currently
19 know you have a risk problem that appears to | 19 marketable in Canadian capital markets”. Do
20 have material and significant components to | 20 you agree with that statement?
21 it, and you know that that is coming, is it 21 DR.BOOTH:
22 not good financial management to maintain | 22 A.  Yes, at the moment most of the preferred
23 your existing capital structure, or maybe 23 shares are these rate reset preferred
24 even strength it to be ready for it? 24 shares.
25 25
Page 170 Page 172
1 (12:15p.m.) 1 KELLY,Q.C.:
2 DR.BOOTH: 2 Q. If we go on, “Preferred shares which have a
3 A.  Not particularly. Right now, as I said, if 3 coupon reset provision are exposed to
4 we were going back to Muskrat Falls, as I've | 4 changes in market interest rates. This makes
5 said, that is not within the test year, it’s 5 them similar to debt financing and
6 not a factor for 2016, 2017, or 2018. I'm 6 distinguishes them from preferred shares
7 not convinced that the dire prospects will 7 with perpetual terms and fixed coupon rates.
8 actually happen. If it does happen, [ would | 8 Preferred shares”, go to the next page,
9 fully expect in the 2020 GRA, that that will | 9 Samantha, “which have a coupon reset
10 come up as an issue and probably if it is 10 provision are not treated simply as equity
11 serious, then there will be a lot of 11 for accounting and credit rating purposes”.
12 discussion and a lot of analysis at that 12 Do you agree with that statement?
13 point in time. If that does materialize, [ 13 DR.BOOTH:
14 would expect the company to put forward its | 14 A. I agree with part of that statement, not all
15 case that a whole bunch of things need to 15 of that statement.
16 change. 16 KELLY, Q.C.:
17 KELLY, Q.C.: 17 Q.  Canyou tell me what you agree with?
18 Q. And as we talked about before, the Board 18 DR. BOOTH:
19 will be in the best position to determine 19 A.  Preferred shares rank behind debt, so they
20 the extent of that risk? 20 provide equity support for the bond holders
21 DR.BOOTH: 21 regardless of whether the preferred share
22 A. That’s correct. They’ll receive expert 22 dividend is a rate we set or whether it’s a
23 evidence by the company and by other 23 fixed rate preferred share. So, for
24 witnesses, and the Board will judge that and | 24 example, in the restrictions in Newfoundland
25 25
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1 Power’s first mortgage bonds, there’s the 1 Canadian capital markets”. Do you agree
2 interest restriction. Generally gas 2 with that?
3 utilities particularly have a similar 3 DR.BOOTH:
4 restriction, but the restriction applies to 4 A. I’m not an investment banker, but I think if
5 the funded debt, not to preferred share 5 you went to an investment banker and said,
6 dividends. So that you can finance with 6 look, we want to issue 50 million dollars’®
7 preferred shares and that provides an after | 7 worth of preferred shares, the investment
8 tax expense that increases the overall 8 banker would say, well, I’ll see what I can
9 operating income without affecting the 9 do, and the investment banker — 50 million
10 interest income, so the interest CAPM ratio | 10 dollars is a lot of money. I’'m sure the
11 goes up for purposes of the first mortgage | 11 investment banker would be able to do it.
12 bond. 12 KELLY, Q.C.:
13 KELLY, Q.C.: 13 Q. You’re not an investment banker, so you
14 Q. Do you agree that credit rating agencies 14 can’t take issue with this statement?
15 view these as similar to debt? 15 DR.BOOTH:
16 DR.BOOTH: 16 A. I would say that — you know, of course,
17 A. It depends on what the terms of the 17 Newfoundland Power does have preferred
18 provisions are. Basically, if you get what [ 18 shares outstanding and it has about .8
19 we call a hard retraction where it’s a five | 19 percent of its capital structure in
20 year retractable preferred share in cash, 20 preferred shares.
21 they treat it as bonds. Ifit’s a soft 21 KELLY, Q.C.
22 retraction where you can’t get your money | 22 Q. Very old ones, long historical basis.
23 back, but we’ll give you more shares, then |23 DR. BOOTH:
24 they treat it as equity. So the thing about | 24 A. That’s true, but their long historical basis
25 25
Page 174 Page 176
1 preferred shares is they’re similar to debt 1 where those were issued at one point in
2 in the sense that they’ve got contractual 2 time, and there were a small amount of
3 provisions and you can structure them to 3 preferred shares were issued. So in terms
4 mimic equity, to mimic debt, to mimic a 4 of being available in the capital market, we
5 variety of securities. We even had at one 5 do have increased concentration in the
6 point a company trying to issue 30 day 6 capital market, so we tend to get big issues
7 preferred shares, and Revenue Canada said 7 because they’re sold through a relatively
8 this is ridiculous, you can’t have 30 day 8 few number of big institutional purchasers.
9 preferred shares, they’re supposed to be - 9 KELLY, Q.C.:
10 equity is supposed to be a permanent part of | 10 Q. Have you examined or do you have any
11 the capital structure. So instead of 30 day 11 evidence that Newfoundland Power could
12 preferred shares, you issue long-term 12 market preferred shares of less than 100
13 preferred shares where the dividend 13 million dollars?
14 fluctuates with a short-term interest rate, 14 DR.BOOTH:
15 and Fortis, for example, has issued long 15 A. I’m 100 percent convinced that if they went
16 term preferred shares where the dividend 16 through an investment banker and said we
17 fluctuates every quarter with the Treasury 17 want to issue 50 million dollars’ worth of
18 Bill rate. 18 preferred shares, they could get it done.
19 KELLY,Q.C.: 19 KELLY,Q.C.
20 Q. The statement then goes on, “Newfoundland | 20 Q. You didn’t answer my question. Have you
21 Power has also been advised that a minimum | 21 studied it or got any evidence before the
22 issue of 100 million would be required fora |22 Board?
23 utility preferred share issue with a coupon 23 DR. BOOTH:
24 reset to be marketable in the current 24 A. No, that’s not — my recommendation —
25 25
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1 actually, it’s not even my recommendation, 1 problem with that. The Alberta Utilities
2 Mr. Kelly. My recommendation is that this 2 Commission has no problem with that.
3 Board deem the preferred shares for thenext | 3 KELLY, Q.C.:
4 three years, so they don’t actually have to 4 Q. And that takes us then back to the question
5 issue them. 5 of deeming, and essentially what you’re
6 KELLY,Q.C.: 6 suggesting to this Board is that 5 percent
7 Q. Just hold that, I'm going to come to that 7 of the common equity be treated by the Board
8 one. The company goes on, if [ can come 8 and remunerated as if it was a preferred
9 down to lines 19 through 22, “The Board has | 9 share, correct?
10 recognized that Newfoundland Power’s 10 DR. BOOTH:
11 relatively small size reduces its financial 11 A. That’s correct.
12 flexibility. The minimum issue size of the |12 KELLY, Q.C.:
13 utility preferred share issue of 100 million 13 Q. So they would get about half the rate of
14 highlights this point. 100 million 14 return on those common shares as they would
15 represents approximately 10 percent of the | 15 on the other 40 percent?
16 company’s forecast rate base”. That’s 16 DR.BOOTH:
17 statistically about right? 17 A.  Depends what rates of return that you’re
18 DR.BOOTH: 18 assuming.
19 A. I think that’s true. The 5 percent is 55 19 KELLY, Q.C.
20 million, so 100 million, that’s 20 Q. DI'mjust using your —
21 approximately correct. 21 DR.BOOTH:
22 KELLY, Q.C.: 22 A. Well, that’s true. I mean, see the
23 Q.  And the last time around we had this 23 statement here, “preferred shares typically
24 discussion where you were suggesting that | 24 carry a higher coupon than debt issue,
25 25
Page 178 Page 180
1 somehow Fortis could mirror these shares 1 preferred shares have largely been displaced
2 down? 2 by lower cost debt and utility capital
3 DR.BOOTH: 3 structure”, I’'m actually proposing a halfway
4 A.  That’s exactly what CU does with ATCO 4 house, I’'m not proposing that they replace
5 Electric, ATCO Gas, and ATCO Pipelines. 5 the 5 percent preferred shares with debt at
6 KELLY,Q.C.: 6 the moment. Sorry, the 5 percent equity
7 Q. And we had that discussion the last time, 7 with debt at the moment. The preferred
8 those shares would then carry a Fortis 8 shares are more expensive than debt. They’re
9 credit rating, agreed? 9 less expensive than equity, but they’re more
10 DR. BOOTH: 10 expensive than debt.
11 A. That’s correct. If Fortis issues these 11 KELLY,Q.C.
12 shares, then basically — when we’re talking 12 Q. So on your proposal, that would lock in 5
13 about mirroring down, all it means is that 13 percent of the common equity, but only
14 Newfoundland Power would issue a matching | 14 remunerated at, let’s say, approximately
15 preferred share to Fortis. 15 half the common equity rate of return?
16 KELLY, Q.C.: 16 DR. BOOTH:
17 Q. And that would breach the ring fencing 17 A.  Yes. Actually, that’s what the Regie does
18 requirements that the Board has set up? 18 with Gaz Metro.
19 DR.BOOTH: 19 KELLY, Q.C.
20 A.  Oh, I don’t know about that. That’s a legal 20 Q. And you told me a minute ago you’re not a
21 question that if the Board thinks it 21 lawyer, but I'm going to suggest to you that
22 breaches its policies, then that’s a Board 22 that would not be in accordance with our
23 decision. All I'm saying is that ATCO 23 Public Utilities Act, which requires an
24 Electric, ATCO Gas, ATCO Pipelines, have no | 24 appropriate rate of return on the common
25 25
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1 equity? 1 we need to have higher prices. Normally

2 DR.BOOTH: 2 when a firm is under any form of competitive

3 A, Well, it wouldn’t be common equity. It would | 3 threat, which is what you’re implying for

4 be 5 percent deemed preferred shares. 4 Muskrat Falls, the — actually, the

5 KELLY,Q.C. 5 competitive firm is not to increase cost,

6 Q.  But they would — they would still be common | 6 it’s to reduce cost, but you’re proposing

7 equity shares. 7 essentially to increase cost.

8 DR.BOOTH: 8 KELLY,Q.C.

9 A.  D’'m saying that the Board would deem 5 9 Q. So do we agree with my question, that the
10 percent preferred shares. 10 question the Board has to consider is that
11 KELLY, Q.C. 11 good regulatory practice to be doing that at
12 Q. And you haven’t studied that legal issue in 12 this point in time? That’s the question the
13 this jurisdiction? 13 Board has to address. Do we agree on that
14 DR. BOOTH: 14 point?

15 A. No, that’s correct, Mr. Kelly, 'm not a 15 DR.BOOTH:
16 lawyer. 'm just telling the Board what the 16 A.  Ithink it’s good regulatory practice at the
17 Regie does for Gaz Metro, what the AUC does | 17 current point in time if the Board tells the
18 for CU Inc. If you tell me that there’s 18 rating agencies and the company that the
19 specific legal problems that restrict the 19 common equity ratio, they reaffirm that the
20 actions of this Board, then we’re back to 20 range is 40 to 45 percent, and for the next
21 saying, well, issue 50 million dollars’ 21 three years they’re going to deem 5 percent
22 worth or preferred shares. If we were 22 of the equity as being preferred shares, and
23 forced into that situation, then I would 23 keep its flexibility open to deal with an
24 tend to agree with Dr. Cleary and say, well, 24 possible problems in the next GRA.
25 25
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1 perhaps in those circumstances we should 1 KELLY, Q.C.:

2 take advantage of current low interest rates | 2 Q. Okay.

3 and go directly to refund that 5 percent 3 DR.BOOTH:

4 equity as debt, but at the moment, my 4 A. [ would say that’s a reasonable halfway

5 recommendations are a lot more flexible. 5 house between taking what is currently the

6 It’s basically deem the equity for three 6 most generous common equity ratio almost of

7 year period until we see what happens with | 7 any utility in Canada, and not going

8 Muskrat Falls, and then think about how the | 8 immediately to the most tax efficient

9 Board can take actions to protect the 9 capital structure, but taking a halfway
10 utility and protect rate payers. 10 house as a wait and see to see what happens
11 KELLY, Q.C.: 11 with Muskrat Falls.

12 Q. And then the question that the Board has to | 12 KELLY, Q.C.:

13 address is, is it good regulatory practice 13 Q.  And the Board will have to weigh where’s the
14 and judgment to do that and pay out, as Ms. | 14 right regulatory judgment in terms of what

15 Perry explained, 55 million to increase the | 15 to do with that, agreed?

16 debt in the capital structure at a time when | 16 DR. BOOTH:

17 these additional risks are coming forward? | 17 A.  Italways has to do with that, Mr. Kelly.

18 That’s the question that the Board would 18 I’'m recommending a halfway house for the
19 have to consider, agreed? 19 Board. I’'m not recommending it immediately
20 DR.BOOTH: 20 go to debt. I’'m recommending that it keep

21 A. Yeah, it’s an interesting situation where 21 its flexibility open, such that if there is

22 utilities — when they say, well, we got all 22 any problem in three years’ time beyond the
23 these risks, we’re not competitive, 23 test year for the next three years, that

24 therefore, we need to have higher costs and | 24 it’s got as much regulator flexibility as

25 25
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1 possible. 1 the current risk free rate, and your market
2 KELLY,Q.C. 2 risk premium, and your beta, the ranges, you
3 Q. Thank you, Dr. Booth. Once again, I've 3 came up with the unadjusted CAPM for 2016 at
4 enjoyed our discussion. 4 5.56 t0 6.61, as shown there on lines 11 and
5 DR.BOOTH: 5 12, is that correct, Dr. Booth?
6 A, AshaveItoo, Mr. Kelly. 6 DR.BOOTH:
7 CHAIRMAN: 7 A.  That’s correct.
8 Q. Ithink we’re over to you, Madam. 8 GREENE, Q.C.:
9 DR.LAURENCE BOOTH - CROSS-EXAMINATION BY GREENE, | 9 Q. And as Mr. Kelly reviewed with you this
10 Q.C.: 10 morning, if you looked at 2017 as well
11 Q. Thank you, Mr. Chair. Good afternoon, Dr. 11 seeing that this is a two year test year for
12 Booth. I just wanted to talk to you for a 12 this GRA, and increased the risk free rate
13 few moments with respect to your unadjusted 13 to be the average of the two years, that
14 CAPM, and Mr. Kelly did bring you there 14 would add approximately 20 basis points?
15 earlier this morning, but if we could go to 15 DR.BOOTH:
16 page 42 of your report, please. 16 A.  That’s correct. If you believe that finally
17 MS. PIERCEY: 17 interest rates are going to increase, and
18 Q. Page 42 of his current report? 18 finally the forecasters are going to be
19 GREENE, Q.C.: 19 right, but they’ve been persistently wrong
20 Q. His original report filed in this 20 for the last six years, and I personally
21 Application. While we’re waiting for it to 21 would judge them to be wrong for the next
22 come up, perhaps we can cover a few — 22 three years as well, including my colleagues
23 DR.BOOTH: 23 at the University of Toronto.
24 A, Thisis 2012. 24 GREENE, Q.C.:
25 25
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1 GREENE, Q.C.: 1 Q. ButI’'mjust going — we understand the
2 Q. It’s the current — this proceeding. I think 2 theory. I just wanted to compare. So your
3 we firmly established by now, Dr. Booth, 3 unadjusted CAPM is that range there, and
4 that you believe that CAPM is the most 4 there is a question as to whether the Board
5 appropriate method to use to determine the 5 will accept a two year forecast at least
6 ROE for the utility because it most properly 6 seeing that it is a two year test year of
7 reflects the financial - 7 the risk free rate. Now [ wanted to now
8 DR.BOOTH: 8 look at Mr. Coyne’s unadjusted CAPM which we
9 A.  Under normal circumstances, yes. 9 actually looked at with him, which is PUB-
10 GREENE, Q.C.: 10 NP-064. You were here when I had some
11 Q. Okay. So that normally the CAPM is the 11 discussion with Mr. Coyne about that.
12 appropriate method, but give the current 12 DR. BOOTH:
13 situation which has continued from when we 13 A Twas.
14 were talking about it before, with the low 14 GREENE, Q.C.:
15 Canada bond rate and the current interest 15 Q. So his unadjusted CAPM, and we accept that
16 environment, it needs to be adjusted, is 16 he uses a different beta than you do, would
17 that correct? 17 be — when you look down below, it is 6.8
18 DR.BOOTH: 18 percent, but that includes his 50 basis
19 A.  That’s correct. 19 points for flotation, and your range we just
20 GREENE, Q.C.: 20 looked at did not, is that correct?
21 Q. And I just wanted to take you through what 21 DR.BOOTH:
22 your unadjusted CAPM was, and then compare | 22 A.  That’s correct.
23 it to Mr. Coyne’s. So when you did your 23 GREENE, Q.C.
24 normal approach — or the CAPM approach using | 24 Q. Soif we compare the two, you’re very close
25 25
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1 on the unadjusted CAPM, within the same 1 credit adjustment does pick up the changes
2 range. His 6.3 would fall within your range | 2 in the spreads for utility debt, and that
3 we just looked at of 5.56 to 6.61? 3 has been accepted just about everywhere as a
4 DR.BOOTH: 4 reasonable adjustment. I call it the
5 A.  That’s correct. 5 conditional CAPM pricing model simply
6 GREENE, Q.C.: 6 because we have a long literature on the
7 Q. Okay, and we’ve already established, I 7 conditional CAPM, and the idea is simply
8 believe, today that given the current market | 8 that we try and incorporate data to indicate
9 conditions, that’s not appropriate and I 9 and make it more sensitive to current
10 think you also said earlier today that, in 10 capital market conditions.
11 fact, when you’re looking at how it should |11 GREENE, Q.C.:
12 be adjusted, more judgment is required today | 12 Q. And your adjustment for it to reflect the
13 than even when we talked about it last time, | 13 current market conditions turns out to be
14 is that correct? 14 about 175 basis points?
15 DR. BOOTH: 15 DR.BOOTH:
16 A.  That’s correct. Last time, [ was reasonably [ 16 A. That’s right. The major one is the 45 basis
17 confident in the data for the preferred 17 points for the credit spreads. That’s
18 share yields. This time, I’'m not. 18 objective. The research of the Bank of
19 GREENE, Q.C.: 19 Canada says it shouldn’t be 50 percent, it
20 Q. And when we go through your adjustments, |20 should be a little bit lower. Almost every
21 which you’ve already explained with Mr. 21 board that [’'m aware of that’s thought about
22 Kelly, so I don’t think it’s necessary to do 22 an automatic adjustment mechanism has
23 it, you do add the credit risk — the spread 23 incorporated 50 percent adjustment to
24 for the credit risk? 24 spreads, so I’d say that’s reasonably
25 25
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1 DR.BOOTH: 1 acceptable. The BCUC, the OEB, the Regie,
2 A. That’s correct. 2 have all accepted a 50 percent adjustment to
3 GREENE, Q.C. 3 the spreads, and I’ve never had any serious
4 Q. And the Operation Twist adjustment to 4 objection to that because over a business
5 reflect the global bond buying program of 5 cycle you would hope the average to work out
6 the various global governments, you came up 6 to be the average, which is 100 basis
7 with 7.5, so if we could go over to page 45 7 points. Since 2012, I’ve begun to suspect
8 just to have a look at your adjusted CAPM 8 seriously that we’re never going to get back
9 and take those two conditions into account. 9 to 100 basis point spreads on “A” bonds,
10 So here we see your range has increased 10 that’s no longer normal, unless we get the
11 based upon how you believe the CAPM estimate | 11 long Canada bond yield up to normal levels.
12 should be adjusted to reflect the market 12 So it’s not going to average out to zero
13 conditions. So that is your best expert 13 over a business cycle. So my original
14 opinion to the appropriate adjustments to 14 acceptance of that 50 percent adjustment
15 make to CAPM? 15 didn’t anticipate the bond buying by all of
16 DR.BOOTH: 16 the central banks around the world.
17 A.  Yes, the adjustment here is simply that when 17 GREENE, Q.C.:
18 you use run averages for the market risk 18 Q. So when we look at the results of your
19 premium, even though the survey data does 19 judgment, we see that adjustment of about
20 take into account current capital market 20 175 basis points, and when we went through
21 conditions, you’re going to end up with the 21 with Mr. Coyne, we saw that his was about
22 same risk premium all the time, and [ don’t 22 250 basis points from his unadjusted CAPM to
23 think it’s as reflective of current capital 23 his adjusted Canadian CAPM.
24 market conditions as it should be, and a 24 DR.BOOTH:
25 25
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1 A, Well, I'd qualify that and say that not the 1 this proceeding, and when you look at those
2 full 175 basis points is judgment. I think 2 results, you’ve already explained why you
3 the 45 basis points for the credit spreads 3 were conservative in pulling it towards your
4 is just basically the same as the OEB, the 4 adjusted CAPM or your conditional CAPM to
5 same as the Regie, the same as the BC 5 the low end of the range, is that correct?
6 Utilities Commission, so I would say that 6 DR.BOOTH:
7 that — I’'m not imposing significant judgment 7 A.  That’s correct.
8 there. I'm just making the estimate a 8 GREENE, Q.C.:
9 little bit more sensitive to the business 9 Q. Sothat is one difference you would have as
10 cycle. The major area of judgment is this 10 well with Mr. Coyne?
11 attempt to try and handle the bond buying, 11 DR. BOOTH:
12 the implications of the bond buying program, | 12 A.  That’s correct.
13 and 130 basis points now, 80 basis points 13 GREENE, Q.C.:
14 three years ago, 80 basis points [ was 14 Q.  Now you also looked at DCF to, I'll say,
15 comfortable with, 130 I’'m not comfortable 15 validate or to inform your judgment with
16 with, but that is certainly the major area 16 respect to your recommendation, is that
17 of judgment. 17 correct?
18 GREENE, Q.C.: 18 DR. BOOTH:
19 Q. And again you have agreed that more judgment | 19 A. That’s correct. All my estimates inform my
20 even is required this time when looking at 20 judgment, but the DCF, I started doing this
21 how CAPM should be adjusted for the 21 analysis four years ago that shows that they
22 marketplace? 22 should be the same, but under periods of
23 DR.BOOTH: 23 very low real returns, real bond yields,
24 A.  That’s correct, but I'll just point out 24 which is what we’ve got at the moment, the
25 25
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1 there that it’s not just me saying this, | 1 risk premium models underestimate DCF models
2 mean, the Duff & Phelps report that I sent 2 unless you go into the sort of adjustments
3 around, they’ve recalibrated the market risk | 3 that 'm making.
4 premium at 5.5 percent, which is right in 4 GREENE, Q.C.
5 the middle of my 5 to 6 percent range, 5 Q. And in terms of looking at how the board
6 except that it’s based upon a normalized 6 should look at your DCF analysis to see the
7 long term U.S. government bond yield, and | 7 adjustments, | want to talk to you first
8 they use 4 percent, I tend to think 3.8 8 about, while you have agreed with Mr. Kelly
9 percent, but the point is they accept the 9 on the capital markets are more integrated
10 normalized bond yield when they do their 10 now than ever, you still believe there
11 risk premium analysis. AON Hewitt looks at | 11 should be some adjustment made to reflect
12 anormalized or a long run — they call it a 12 differences between the economies and take
13 long run target bond yield of 4.18 percent. 13 that into account, is that correct?
14 So I think everybody will recognize that the |14 MR. BOOTH:
15 current long term bond yields are not 15 A.  Sure. I mean, the capital markets between
16 anywhere close to normal equilibrium, 16 the U.S. and Canada are reasonably
17 however you want to define it, so 3.8, 4, 17 integrated. They’re reasonably integrated
18 4.1, I think it is from the AON Hewitt, 18 even more so between the U.S. and the U.K.
19 that’s where my judgment comes in, but it’s | 19 You can also say they’re integrated with
20 not just my judgment, it’s the judgment of |20 Brazil, Mexico, Thailand. The global capital
21 almost all market participants. 21 markets are becoming more integrated all the
22 GREENE, Q.C.: 22 time, but if I was to come before the Board
23 Q. And what I’'m trying to do is compare your |23 and take a tied back rate of return and say,
24 judgment to Mr. Coyne’s for the purposes of | 24 well, 'm going to use this tied back rate
25 25
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1 of return for Newfoundland Power, I think a | U.S. DCF estimate.
2 lot of eyebrows would be raised. So 2 GREENE, Q.C.
3 integrated doesn’t mean to say the rates of 3 Q.  AndIunderstand then that you believe that
4 return are exactly the same. It just means 4 would be a reasonable adjustment to make
5 to say that the capital markets trading 5 this time as well if that’s where the Board
6 amongst those securities is basically free 6 decides to make an adjustment?
7 of impediments. 7 DR.BOOTH:
8 GREENE, Q.C.: 8 A.  I'would probably say it’s even more
9 Q. Soin terms of the Board and what it must do 9 appropriate now because the evidence in
10 when it’s considering what the fair return 10 terms of the gas companies in the United
11 is, what would your opinion be with respect 11 States is less clear than the evidence in
12 to the type of adjustment the Board should 12 terms of the electric companies in terms of
13 make when looking at the U.S. data? 13 the risk comparisons. I have real
14 DR.BOOTH: 14 difficulty in taking Duke Energy, with all
15 A.  Before the BCUC, I recommended adjustment — | 15 those nuclear plants, and saying it’s
16 [ can’t remember whether I recommended 50 or | 16 comparable to a T & D company in Canada.
17 100, but the BCUC, I think, took 50 to 100. 17 GREENE, Q.C.:
18 This Board took 50 to 100 in 2013. Whenwe | 18 Q. Now the other adjustment that we talked
19 look at what’s going on in the U.S. versus 19 about already is the influence of analysts’
20 Canada, I would say there’s absolutely no 20 bias with respect to how DCF is used. Again
21 question that U.S. utilities, and I'm 21 I gather from your evidence today, you
22 referring to U.S. utility holding companies, 22 believe that it still continues to be an
23 the ones that we’re using to get insight 23 issue, still influencing analysts’ growth
24 into the fair rate of return for 24 estimates. What do you believe the — do you
25 25
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1 Newfoundland Power, there’s no question in | 1 believe the Board should consider that and
2 my mind that the electric holding companies | 2 make any adjustment when looking at DCF
3 in the U.S. are riskier than Newfoundland 3 results?
4 Power, because they’re predominantly 4 (12:45p.m.)
5 integrated utilities, they’ve got 5 DR.BOOTH:
6 generation, they’ve not nuclear plants, 6 A. First of all, I don’t think it’s an issue.
7 they’ve got all sorts of things going on, 7 [ think there’s absolutely no question
8 and the empirical evidence in terms of their | 8 analysts are biased. I’m not aware of any
9 betas is the betas are consistently .1, .15, 9 significant academic research that indicates
10 more than the utilities in Canada. If you 10 that they’re not biased. There is some
11 take this Board’s 6.5 percent risk premium, | 11 evidence that the bias went down in the mid-
12 market risk premium, and you’ve got a .1 12 2000s, but I prefer — I mean, [ can give you
13 beta difference, straight off the bat you’re 13 lots of academic articles. I’ve not given
14 saying a 65 basis points adjustment for 14 those. What I’ve given is McKenzie and the
15 risk, and then [ think it’s acknowledged, 15 Royal Bank of Canada, and I’ve given them
16 Mr. Coyne said that U.S. “A” bond yields 16 those because McKenzie is not sort of
17 were 11 basis points higher than in Canada, |17 academic on a small group of academics
18 [ have a slightly bigger number, but if you 18 arguing about it, McKenzie is absolutely
19 take that as indicative rather than the 19 categorical that analysts are biased. When
20 Government bond yields, you’re looking at | 20 we’re talking about biased, it just means
21 70/80 basis points, which is not much 21 they’re optimistic. They get attached to
22 different from what Mr. McDonald and I 22 their stocks and they tend to see good in
23 recommended three years ago and this Board | 23 them, and as a result they tend to be
24 took a 50 to 100 basis points discount to 24 optimistic. I was struck by the fact that
25 25
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1 as | was preparing this testimony, RBC’s 1 far as I can remember, at least for the last

2 Playbook comes out with all of these 2 ten years, used analysts’ forecasts within a

3 pictures, and it’s basically a compendium of | 3 Canadian setting or a U.S. setting without

4 graphs, and RBC accepts and they’ve got a 4 actually trying to make adjustments to make

5 graph, a little table that looks almost 5 sure that they make sense. It’s

6 exactly the same as McKenzie, which is that | 6 unreasonable to think of 13/14 percent

7 the analysts start out optimistic, and as 7 returns in the Canadian capital market. The

8 you get closer and closer and closer to the 8 Chairman pointed out the world is 72. I

9 date, they get more information from the 9 mean, if | thought that was really going to
10 company, and generally their estimates are 10 happen, I mean, we’d just close up shop, I’'d
11 brought down until eventually they’re pretty | 11 just make enough money and I could retire,
12 close, but they start out optimistic. Now 12 but that hasn’t happened, and I don’t think
13 when the economy is rising and earnings are | 13 it will happen. You have to bear in mind
14 rising, the bias isn’t as great as it is in 14 that overall we’re constrained by the growth
15 the opposite when it’s going down. When we | 15 rate in the economy. Some firms may grow
16 talk about the bias in analysts’ forecasting 16 faster than the economy for a period of
17 going down in the 2000s, 2004, 2005, 2006, | 17 time, but not indefinitely, not forever, and
18 these are years when the equity market was | 18 certainly not utilities.
19 doing very well. So the bias went down 19 GREENE, Q.C.:
20 probably not because of any implicit change | 20 Q. So if we come back to the multi-stage model
21 in their approach, but simply because 21 and if that’s the one the Board considers
22 earnings ended up being better than they 22 and takes into account in weighing the
23 anticipated. Those were good years for the | 23 evidence before it, what is your opinion of
24 stock market. So I deliberately try in my 24 the magnitude of the adjustment that the
25 25
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1 evidence to put information that is out 1 Board should consider making?

2 there being told to investors. RBC is 2 DR.BOOTH:

3 telling investors in its Playbook that 3 Q. Well, here’s an interesting question. If

4 analysts are biased. McKenzie is telling 4 the Board thinks that the short run five

5 people that analysts are biased. Parkinson 5 year growth rates are biased, and as a

6 of the Globe and Mail is reporting on 6 result it puts greater weight on multi

7 McKenzie saying, well, look, not much has 7 period, then you look at it and you say,

8 changed, Wall Street is still biased. I 8 well, if you think the first five years are

9 could give you a lot of academic articles, 9 overoptimistic, and then you taper to the
10 but [ prefer to give you things that are in 10 long run growth rate and the GDP as saying
11 the public domain that are more likely to 11 that the next five years are overoptimistic,
12 influence investors. 12 straight off the bat it’s saying that the
13 GREENE, Q.C.: 13 first ten years of a multi-stage DCF
14 Q. So in terms of that, the constant growth has 14 analysis are optimistic. So you get into
15 the more opportunity for that to be an 15 bind. If you reject constant growth, you
16 influence, and for that reason, you do not 16 also reject the first ten years of a multi-
17 believe it should be used, is that correct? 17 stage model, and then there’s no evidence
18 DR.BOOTH: 18 whatsoever that utilities grow at a growth
19 A. I would agree with the AUC, that when you’re | 19 rate of GDP. The AUC mentioned this, and,
20 getting estimates from DCF estimates so 20 in fact, if I picked up the tabs from the
21 significantly above the long run growth in 21 FERC, the FERC recognizes it as well.
22 GDP, and you’re assuming that these are 22 They’ve got a hearing, a hearing to consider
23 going to go on forever by utility, that just 23 whether or not it’s reasonable to assume
24 doesn’t make any sense. I have never, as 24 U.S. utilities can grow at the rate of GDP,
25 25
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1 and I've yet to see any witness show any 1 took you through your recommendations in
2 evidence whatsoever that U.S. utilities can 2 other proceedings in the actual and the
3 over a long period of time grow their 3 result there is an RFI on record with
4 earning to the growth rate and GDP. 4 respect to it. And obviously it
5 GREENE, Q.C.: 5 demonstrates that you would tend to be
6 Q. So coming back, if you looked at the multi- 6 somewhat lower than what the allowed ROEs
7 stage results, is there a specific basis 7 would be. And you’ve already indicated in
8 point adjustment that you would recommend to | 8 how you came up with your estimate, now that
9 the Board they should use to adjust for 9 you tend to be conservative, is that
10 analysts’ bias? 10 correct?
11 DR.BOOTH: 11 DR.BOOTH:
12 A.  D’dhave to think about that. Off the top 12 A.  Ithink 'm very conservative. I could have
13 of my head, I can’t tell you 50 basis 13 just come in and given a CAPM and said, 6, 6
14 points, 100 basis points. [ tend to 14 Y5 percent, that’s a fair ROE. And when you
15 believe that what’s important is the growth 15 look at the utilities you have to think in
16 sustainable. Oliver Wyman says 3.3 percent | 16 terms of how does the market value the
17 growth. [ wasn’t aware of that until the 17 utilities which is the market to book ratio
18 document came out in this hearing room, but | 18 and I’ve constantly referred to that as the
19 it’s similar to the growth rate that’s 19 dirty window problem, the investors are
20 sustainable from the profitability of the 20 looking through a dirty window to get an
21 utilities in the amount that they’ve 21 idea of what the true profitability of the
22 retained within their rate base. So I would 22 utility is. But we don’t see any public
23 suggest the Board looks at sustainable 23 utilities. They’ve all been traded on the
24 growth rate. If it rejects the constant 24 market. They’re all been taken over by
25 25
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1 growth models, as it has in the past, then | holding companies and then we discover the
2 implicitly it has to think that the multi- 2 holding company doesn’t have the utilities
3 stage models are also biased, not to the 3 capital structure; it has a lot more debt in
4 same degree, but by definition, they’re 4 its capital structure whether that’s
5 regarded as overestimates, and think about 5 Enbridge Inc., whether it’s Fortis and
6 the sustainable growth rate and the multi- 6 Fortis is not that bad. And then you
7 stage model somewhere in between there might | 7 wondering what’s going on here? And they’re
8 be a reasonable number. 8 using the cash flows from the utilities to
9  GREENE, Q.C.: 9 fund a corporate empire. This has been going
10 Q. At this point you’re not in a position to 10 on for the last 25 years in Canada. So, if,
11 actually be specific on the basis point 11 in fact, these utilities were regulated as—I
12 adjustment. 12 wouldn’t say as they should be—but if they
13 DR.BOOTH: 13 were regulated in terms of a fair ROE and
14 A, No, I tend to believe that, as I just said, 14 common equity ratio, there’d be no value
15 if analysts growth rates are biased, 15 whatsoever for another company buying them
16 optimistic as I think they are, then that 16 as part of a corporate empire. But the fact
17 means the first ten years of a mortgage 17 is that there’s a little bit of gravy on the
18 stage model are overestimates by definition. 18 table and the holding companies buy
19 You can’t have it any other way. If you 19 utilities because they can leverage out the
20 reject the constant growth model, you’re 20 assets and then use the proceeds to buy
21 rejecting the first ten years of the 21 another utility. That’s what Fortis has
22 mortgage stage model. 22 been doing for the last 20 years.
23 GREENE, Q.C.: 23 GREENE, Q.C.
24 Q. Moving onto my last questions, Mr. Kelly 24 Q. And so for those reasons you’ve expressed
25 25
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1 you would recommend that the Board also be 1 problem. Short term dividend growth rates
2 concerned when looking at the data that’s 2 for public utilities did not differ
3 been presented, is that correct? 3 significantly from GDP growth rates. On
4 DR.BOOTH: 4 page 17, the FERC said, as long ago as 1983
5 A.  Iwould say that [ would not recommend the 5 when it first adopted the constant growth
6 Board give an allowed ROE of 6, 6 % percent. 6 DCF model for gas pipeline causes, the
7 [ think the utilities in Canada could be 7 projections by investment advisor services
8 financed on ROEs even that low. I 8 of growth for relatively short periods of
9 recommended 7.5 percent and I'm not 9 time cannot be relied on without further
10 recommending that we push Newfoundland Power | 10 consideration. So, we’re talking about
11 down to the 36 to 38 percent of other 11 analyst’s growth forecasts. 1983, 33 years
12 distribution companies in Canada. ['m 12 ago FERC said it can’t be relied upon. So,
13 recommending 40 percent and even there I'm 13 it’s not just me saying there’s a problem
14 recommending the 5 percent equity basically 14 with growth forecasts. Then as I said, |
15 be deemed as preferred shares. I'm not 15 was pointing out that, if  read it
16 recommending what [ would regard as a harsh 16 correctly, the FERC has a paper hearing into
17 situation, I would regard my recommendations 17 looking at whether or not U.S. pipelines can
18 as pretty moderate. And I think—I’m well 18 grow at the growth rate of GDP. Because if
19 aware of Muskrat Falls and I'm well aware 19 you take these analysts forecast and taper
20 that beyond the test year there may be some 20 them to GDP, as far as—as I've said, I can’t
21 1ssues that the Board has to deal with. So, 21 see any evidence on the record anywhere that
22 be as flexible as possible. 22 utilities, low risk stable utilities can
23 GREENE, Q.C. 23 grow at the growth rate in GDP. Having said
24 Q. Okay. Thank you, Dr. Booth. That’s all my 24 that, there is a difference in the United
25 25
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1 questions. 1 States because they’ve had this huge roll
2 CHAIRMAN: 2 out of infrastructure in the transmission
3 Q. So, I think I'm - 3 grid after the big brownout that we had in
4 DR.BOOTH, RE-EXMAINATION-IN-CHIEF BY THOMAS JOHNSON, | 4 Eastern—in Canada and Eastern United States.
5 QC 5 So, there was all sorts of incentives in the
6 JOHNSON, Q.C.: 0 United States to modernize their
7 Q. Justtome for one brief redirect. Doctor 7 infrastructure which was not in a good
8 Booth, when Mr. Kelly was cross-examining 8 shape.
9 you, you indicated momentarily in relation 9 JOHNSON, Q.C.:
10 to the FERC document that you had made a 10 Q. That was my question, thank you very much,
11 couple notes about it, but then the cross- 11 Dr. Booth.
12 examination moved on. And I just wanted to 12 DR.BOOTH, CROSS-EXAMINATION BY MR. CHAIRMAN
13 ask you whether there was anything further 13 CHAIRMAN:
14 that you wanted to add in relation to the 14 Q. Do you have any? Ijust got a few
15 FERC document. 15 questions. I'll be ask quick as I possibly
16 DR.BOOTH: 16 can. You said in you 2013 evidence and I
17 A, Tjust point out that on page 11 of that 17 was taken by it, the cost of capital is not
18 document, the Commission reversed the 18 as complicated as experts make it. There’s
19 presiding judge’s sole reliance on five year 19 public information available from such
20 growth estimates. So, they went with some 20 sources as they list a bunch of them. And
21 sort of tapering, as in the multi stage 21 there’s no reason to change that opinion
2 model. Page 16 they highlight wide gap 22 now, is there?
23 between short term and long term natural gas 23 DR.BOOTH:
24 pipeline growth rates which is a real 24 A.  No. Ithink it’s not one of the most
25 25
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1 difficult problems we deal with in finance 1 a good marker there, you’re saying.
2 courses. 2 (1:.00 p.m.)
3 CHAIRMAN: 3 DR.BOOTH:
4 Q.  In2013 I think you testified or you 4 A. It’s not as good as it used to be, but I
5 provided us with returns on the TSE of 5 think that when you—and the AUC accepted
6 around 9.1/9.5. 6 this, they said well, if we got these
7 DR.BOOTH: 7 estimates for the overall equity market and
8 A.  AndDve still got that data. That’s on 8 they accepted my estimates, then they say,
9 Schedule 1. 9 well, we’re comfortable that the utilities
10 CHAIRMAN: 10 expected return, required return has to be
11 Q. That hasn’t changed significantly? 11 less than that. And basically it’s why I
12 DR.BOOTH: 12 put all this information for AON Hewitt and
13 A.  Well, no, when you add just three more years | 13 Duff & Phelps and my own estimates, it’s
14 of data, it doesn’t make a huge difference. 14 difficult to see how the overall equity
15 It’s come down a little bit because we’ve 15 market return can exceed 7 percent long run,
16 lost some of the profitability from the 16 8/9 percent short run, arithmetic returns.
17 energy companies. 17 And I would suggest to anybody, look at
18  CHAIRMAN: 18 their portfolio and say, what does it do for
19 Q.  How many shares, how many stocks are on the | 19 me, if [ get 7 percent on the TSX from now
20 TSE? 20 until [ retire? And I promise you if you
21 DR.BOOTH: 21 did that compounding exercise, you’d be
22 A.  Good question. [used to ask my students, 22 very, very happy. And I also promise you,
23 how many firms in the TSE 300 and they’d say | 23 you’re not going to get it.
24 300 and I’d say no, sorry, 254. And we 24  CHAIRMAN:
25 25
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1 change it from the TSE 300 to the TSE 1 Q. And you’re still saying the Fernandez survey
2 Composite precisely because we wouldn’t find | 2 is accurate with respect to market risk
3 300 companies to put in the TSX index. And 3 premium?
4 then I’d ask them how many firms in the S&P | 4  DR. BOOTH:
5 500 and they’d all think that was a trick as 5 A. When [ started looking at Fernandez, 1
6 well, but I would say no, there’s 500. The 6 looked at the historic estimates in Canada
7 problem is that we have seen a hollowing out | 7 and then along comes Fernandez and he
8 of the Canadian stock market. How many 8 surveys all these people. So, I can tell
9 firms on the TSX, probably 2500 on the TSX | 9 and I think I said this in 2009, I can tell
10 and the Venture. How many to actually 10 you what my opinion is, but I can also, just
11 invest in? A lot of those are really junior 11 list the Fernandez survey where it’s got 90
12 mining stocks where they’ll highly liquid; 12 responses from Canada and thousands and
13 theyre rarely traded and you can buy them, 13 responses from United States.
14 but you can’t sell them. 14 CHAIRMAN:
15 CHAIRMAN: 15 Q. [ think you said 7000 in 2013.
16 Q. Tguess my point is if you wanted to start 16  DR.BOOTH:
17 looking at cost of capital, you can start 17 A.  Yeah, I think it’s gone down. I think
18 with—the return on the TSE is a good marker. | 18 people got tired of filling out his survey.
19 DR.BOOTH: 19 So, the numbers have actually, as I said,
20 A.  Tusethe TSX Composite. I use the dividend |20 gone down. It’s like everything else, if
21 yield on the TSX Composite as indicative of | 21 you get a survey, the first time you do it
22 - 22 you’re happy and then every year it becomes
23 CHAIRMAN: 23 a bit of a chore. So, the number of
24 Q. And Ektors Utility (phonetic) so you've got | 24 responses has gone down, but I don’t think
25 25
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1 it can be dismissed. And particularly the 1 way. I'm giving you all of the betas for
2 way he’s asking it now which is, what’s your | 2 the Canadian and U.S. stocks. I’'m giving
3 overall return on the stock market? We can 3 you the historic evidence for the Canadian
4 argue about the risk premium and say, well, 4 equity market. I'm giving you stuff from
5 is that over what—risk free rate or 5 AON Hewitt. I'm giving you stuff from Duff
6 whatever. But just asking people who do you | 6 & Phelps. I'm giving you stuff from TD
7 estimate the overall equity market return to 7 Economics. I try to give as much data as
8 be? That’s a question that’s difficult to, 8 possible to supplement my own work. And the
9 sort of, say well, it’s a bias question, 9 amount of data and reports out there now
10 it’s a fudge question. And when you look 10 compared to 20 years ago is night and day.
11 across all of the major markets, Canada 11 CHAIRMAN:
12 actually has 8 percent—Canada and the U.S. | 12 Q. Um-hm. So, this quantitative easing
13 has the highest expected equity market 13 business, how is that different from
14 return 14 counterfeiting? Let’s cut to the chase here
15 CHAIRMAN: 15 now. What’s the difference between what
16 Q. And, I guess, the same thing applies to the 16 Janet Yellen is doing or Mario Draghi or any
17 concept of beta. There’s publically 17 of these characters, say, well then, my
18 available data there too, you don’t have to 18 favourite is John Law and the Mississippi—
19 do all these elaborate calculations if you 19 you know that one, don’t you?
20 don’t want to. 20 DR.BOOTH:
21  DR.BOOTH: 21 A, Yes.
22 A. Sure. You can go and look at the Globe and |22 CHAIRMAN:
23 Mail and you can—Financial Post is a little | 23 Q.  Imean, what’s the difference between—
24 bit more difficult to get the data. And you 24 they’re just printing money, aren’t they?
25 25
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1 can go and look at Yahoo and FERC uses Yahoo | 1 It’s ex-nihilo money they call it.
2 because the estimates are from IBESE, 2 DR.BOOTH:
3 Institution of Brokers Estimation Service 3 A.  That’s exactly what they’re doing. What
4 for Earnings. But [ mean a lot of this 4 they’re doing is basically coming in—what
5 isn’t rocket science. You can go to Yahoo; 5 they were doing was buying 85 million
6 you can go to Google; you can go to Globe 6 dollars of, billion, I forget, billon —
7 and Mail; you can go to Financial Post and 7  CHAIRMAN:
8 you can get this post. And I tell my 8 Q. Ithink I got a figure here that’s 225
9 students that when I started out in this 9 trillion out there now. I mean, that’s not
10 business I had to pay 25 cents a data point 10 right, is it?
11 and they look at me as if Ive got two 11 DR.BOOTH:
12 hears. Nowadays all of this data is there. 12 A.  No, I think that’s excessive. The U.S., I'd
13 So, it’s not difficult to go in and get this 13 say, 3 % to 4 trillion; the UK is probably a
14 data on the betas. It’s not difficult to 14 trillion.
15 look at the market risk premium. And as 15 CHAIRMAN:
16 [’ve said judgment constrained by the facts. 16 Q.  That’s just the FED, I'm talking about all
17 You, first of all, have to present the data 17 the other stuff that’s out there.
18 to utility regulators which I do. Idon’t 18  DR.BOOTH:
19 present one data; [ present you with all the 19 A. We don’t worry about the other stuff; that’s
20 data for the last 25 years on all of the 20 all basically one person’s assets and
21 companies, U.S. and Canada. You can see 21 another person’s liability, they nets out.
22 whether my estimate, you think, is off the 22 I’m not worried about the global amount of
23 wall. You don’t have to just take one 23 debt. I'm worried about the fact that the
24 estimate and, that’s been adjusted in some 24 FED is paying for the U.S. government bonds
25 25
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1 it buys with cash. But the trick to all of 1 Q. So, you wouldn’t agree with Peter Schiff,
2 that is the people who get the cash are just 2 for instance, who says that we’re waiting
3 depositing it at the FED. They’re not going 3 for a monetary Pearl Harbour.
4 out and spending it. And that’s my monetary | 4 DR. BOOTH:
5 policy has been dead for the last five 5 A. No. These guys are there to sell popular
6 years. It’s such an extent at the European 6 books and you don’t sell popular books by
7 Central Bank, all the money has been coming | 7 just doing what academics do. You sell
8 back to the ECB. They’re now saying we're | 8 popular books by having Armageddon.
9 going to charge you 50 basis points for 9 CHAIRMAN:
10 every dollar you put on deposit with the 10 Q. So, you think it’s possible, for instance,
11 ECB. And the Bank of Japan is doing exactly | 11 for Janet Yellen to start raising interest
12 the same thing because they want to get that | 12 rates without bringing the system down.
13 cash out into the system. They want people |13  DR. BOOTH:
14 to spend it because at the moment people 14 A. [ think the U.S. is going to be extremely
15 aren’t spending all this cash, all this 15 careful of increasing interest rates. And
16 money they’re creating. We got a bath full 16 we’ve seen, just in the last month that the
17 of liquidity, but nobody is taking a bath. 17 probability of the four interest rate hikes
18  CHAIRMAN: 18 that were predicted back in December, she’s
19 Q. [ just got some figures here on the European | 19 backing off of them because once she’s done
20 Central Bank that’s kind of interesting. An | 20 increasing interest rates, bond values are
21 interest rate increase of less than 2 21 going to go down.
22 percent to as little at 1 % percent would 22 CHAIRMAN:
23 under mind the value of bonds and related 23 Q. But I guess that’s the point, that will have
24 risks at the ECB and in the Euro system to 24 a knock on effect, won’t it?
25 25
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1 the point they would require further capital 1 DR.BOOTH:
2 injections. And this would lead to a 2 A.  Exactly. Andit’s going to have—it’s—I own
3 deflating asset bubble and take down the 3 bank shares because [ think interest rates
4 European Central Bank and their wider 4 should go up. Banks are in serious trouble
5 European system. Do you agree or disagree | 5 because of bond buying because their
6 with that? 6 interest spread is disappeared. And —
7  DR.BOOTH: 7 CHAIRMAN:
8 A.  Idisagree with that. There’s a lot of 8 Q. So, wouldn’t you get a run if interest rates
9 people out there talking—there’s always 9 rise on the banks?
10 people saying, prepare for the coming doom. |10  DR. BOOTH:
11 I tend to be optimistic. These books have 11 A.  No, if the interest rates increase by banks
12 bene around there for the last 30 years 12 because their interest rate spreads will
13 about the coming doom. I’ve got a very good | 13 increase and as long as they’re handled in
14 friend of mine who’s a certified financial 14 the default risk, the banks will make a lot
15 planner. He’s incredibly pessimistic, but 15 more money. It is incredibly difficult for
16 he’s been incredibly pessimistic ever since 16 the banks to be profitable in the current
17 [ met him. And his clients are all 17 environment. And I'm talking here not so
18 incredibly pessimistic because they’re 18 much about the Canadian banks, but the
19 heading what they want to hear. And there’s |19 European banks, how can they make money when
20 people out there who are certified financial | 20 you got negative interest rates? It’s why
21 planners who are incredibly optimistic and 21 in Europe they want abolish the 500 Euro
22 guess what, all their clients are incredibly 22 note because they want to charge negative
23 optimistic. You gravitate — 23 interest rates. Well, if I'm charged
24 CHAIRMAN: 24 negative interest rates, [ would take the
25 25
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1 cash out in 500 Euro notes and I’'m going to 1 DR.BOOTH:
2 put them in the safety deposit in my house 2 A. Well, you’re going to have to deal with 15,
3 and [’'m not going to suffer half a percent 3 20 dollar oil if that happens and you’re
4 loss. I’'m going to have all these 500 Euro 4 going to have to look at copper and nickel
5 notes. So, the reaction of the regulatory 5 and coking coal prices going down even
6 authorities, let’s get rid of the 500 Euro 6 further. But China is real, I wouldn’t buy
7 note. Let’s force people into the financial 7 Chinese shares because they treat financial
8 system, force them to suffer losses if they 8 statements in a cavalier way —
9 put the money on deposit, force people to 9 CHAIRMAN:
10 spend money. [ means that’s the desperate 10 Q. They’re not reliable. How can they be
11 straits that Europe is into. Basically 11 reliable; they’re communists.
12 close all of the avenues and for people to 12 DR. BOOTH:
13 spend money. And you’re probably aware that | 13 A. Okay, | was being moderate, a cavalier way,
14 Corbyn the UK is talking about quantitative 14 but they basically say well, equity holders
15 easing for people. Instead of having the 15 will give us money and we’ll give them a
16 central bank buying the debt in the capital 16 piece of the paper; that sounds like a
17 market from the government, why don’t we 17 pretty good deal. So, when you look at
18 have the Central Bank directly investing in 18 that—but I went to China in 1988 before
19 real projects like infrastructure and 19 China opened up and at that point [ got a
20 everything else and just creating the 20 limo picking me up at the airport, I was the
21 dollars to straight away the finance quote 21 only car on the road all the way from the
22 for people, instead of banks. And that’s 22 airport into central Beijing, the rest were
23 very similar to what Bernie Sanders has been | 23 bicycles. And I went down to Shanghai and
24 saying in the United States. But he’s got 24 along the bullet in Shanghai they had
25 25
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1 to that level that we’re actually talking 1 bicycles everywhere. You couldn’t cross the
2 about things that we used to say, well, this 2 road on the bullet because of bicycles. |
3 is what Argentia does; this is what Brazil 3 was last in China in 2003, cars everywhere
4 does; this is what irresponsible countries 4 and you still can’t cross the road on the
5 do, but we’re seeing serious discussion 5 bullet down in Shanghai because they’re not
6 about the similar sort of policies. 6 bicycles anymore, they’re cars. They got
7 CHAIRMAN: 7 cars all over the place. They didn’t learn
8 Q. So, what about a collapse of the—my last 8 a thing. They put flyer—they didn’t learn a
9 question—what about a collapse of the 9 thing—they put flyers (phonetic) and dumped
10 Chinese currency? What happens there? | 10 all of these cars right onto the bullet in
11 mean, there’s people who say that Chinais, |11 Shanghai. So, they replicated a lot of the
12 as [ said to you earlier, the Red Ponzi, 12 mistakes that western economies made, but
13 it’s a Potemkin economy, it’s totally false. 13 China is real. As I said, they’re adding
14 There’s no real—it’s just quantitative 14 the electrical capacity of the UK every
15 easing, massive printing of all this money 15 year. The problem is they’re on this
16 and there’s nothing to back it up. And if 16 conveyor belt of producing more coal,
17 there’s—the Shanghai Index is down now 45 | 17 producing more steel, producing all these
18 percent since last June, what about if the 18 electric plants and somehow they have to get
19 Yong (phonetic) collapses, will that take 19 those resources into consumption. And
20 down the system? If that happens, what 20 they’re trying to switch from an export
21 would happen to Canadian interest rates? 21 industrial based model with very, very high
22 How would it hit us here in Newfoundland, if | 22 savings rates into pleasing their
23 something like that happened? That’s the 23 population. And the growth rate is going
24 question I can’t get my little head around? 24 down; there’s no question about that. But
25 25
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1 the most important thing is they’re dumping 1 the next five years it’s going to be
2 all of the excess stuff that they’ve got 2 economic to put solar panels on without need
3 because they’re not using it in China 3 subsidies in many areas of Canada and
4 anymore. So, they’re dumping all of the 4 particularly North America. And once you’re
5 steel in Europe and the UK they’re dumping | 5 into a distributed grid, distributed
6 a lot of their exports wherever they can. 6 generation and if the batteries come down,
7 So, the big question is going to be when 7 we strand all of the transmission network.
8 people start to respond to the excess supply 8§  CHAIRMAN:
9 that China is dumping on the world, and what | 9 Q. Well-
10 the implications are going to be. If they 10 DR.BOOTH:
11 then start no longer producing all of these 11 A. I mean, that’s not a risk that has been
12 extra coal mines or all these extra steel 12 raised at the current point in time, but —
13 factories that they don’t need. And then 13 CHAIRMAN:
14 that’s going to have a knock on impact on 14 Q. I disagree with your assessment of solar and
15 commodities. 15 wind, but I'm not going to debate it here
16 CHAIRMAN: 16 with you, but I’d sure like to have a crack
17 Q. And finally, in Europe last year, I read 17 at you.
18 there was 15,000 died because they couldn’t | 18  DR. BOOTH:
19 - 19 A.  Well, look, my son wants to support solar.
20 DR.BOOTH: 20 CHAIRMAN:
21 A. A lot more than that. 21 Q. If I tried that here now, I’d probably be
22 CHAIRMAN: 22 assassinated in the back office, so I think
23 Q. Was it more than that? 23 we’re going to adjourn. Thank you very
24 DR.BOOTH: 24 much. It’s always entertaining and
25 25
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1 A 15,000 people of what? 1 educational, more important, to listen to
2 CHAIRMAN: 2 you.
3 Q. DI’'m sorry—getting late—died from the cold, 3 DR.BOOTH:
4 lack of electricity, lacking of heating. A 4 A.  Thank you.
5 serious people emerging in Germany, emerging [ 5 CHAIRMAN:
6 in—well in most European countries now 6 Q. Thank you. We’re adjourned now until Mondg
7 people are actually dying because they can’t 7 morning at 9:00.
8 afford to pay their electricity bills. 8  Upon conclusion at 1:17 p.m.
9 They’re up to these huge increases and 9
10 people are eating versus heating. They’re 10
11 riding busses. They’re going to malls. 11
12 They’re trying to stay warm. And there was 12
13 tens of thousands of deaths, that’s what I 13
14 read in one of my web pages that I go to. 14
15 Are you familiar with that? 15
16 (1:15p.m.) 16
17 DR.BOOTH: 17
18 A.  TDve got aregular trend who is an investor 18
19 banker and he thinks the smartest move 19
20 Ontario government are doing is selling off 20
21 Hydro 1 because he thinks the distributed 21
22 generation is a realistic scenario that 22
23 we’re going to get these micro grids that 23
24 Mr. Coyne talked about and possibly within 24
25 25

Discoveries Unlimited Inc. (709)437-5028

Page 229 - Page 232



April 8, 2016 NL Power GRA 2016

Page 233
CERTIFICATE

I, Judy Moss, do hereby certify that the

foregoing is a true and correct transcript of a

hearing in the matter of a General Rate

Application by Newfoundland Power Inc. to

establish customer electricity rates for 2016 and

2017 heard on the 8th day of April, 2016 at the

Public Utilities Commission office, St. John’s,

Newfoundland and Labrador and was transcribed by

me to the best of my ability by means of a sound

apparatus.

Dated at St. John’s, NL this
8th day of April, 2016

Judy Moss
Discoveries Unlimited Inc.

Discoveries Unlimited Inc. (709)437-5028 Page 233 - Page 233



April 8, 2016 NL Power GRA 2016
| A || 147:17, 159:16, 132:25, 136:24, 147:22 229:4
] 162:21 144:21, 146:14, Allowance - 32:6, Anyway - 47:9
Abandon - 109:8 | Actions - 159:5, 161:4, 162:6 78:3 Anywhere - 44:5,

Ability - 77:9,
114:24, 122:13,
123:11, 123:18,
139:15, 1427,
142:22, 143:21,
146:15, 148:25,
161:5

Able - 106:23,
144:13, 151:24,
154:23, 157:25,
161:5, 175:11
Abolish - 224:21
Above - 4:2, 16:18,
17:6, 24:6, 57:10,
84:1, 169:5, 202:21
Academic - 200:9,
200:13, 200:17,
202:9

Academics -
80:10, 200:17,
2237

Accept - 18:8,
44:22, 56:7, 62:21,
82:22,117:21,
143:13, 188:5,
188:15, 194:9
Acceptable - 192:1
Acceptance -
192:14

Accepted - 75:23,
76:8, 116:14, 191:3,
192:2, 215:5, 215:8
Accepts - 201:4
Access - 136:7,
136:9
Accordance -
180:22

Account - 39:4,
144:23, 145:1,
190:9, 190:20,
196:13, 203:22
Accounting -
85:24, 172:11
Accurate - 216:2
Accused - 96:13
Acknowledged -
198:15

Acquired - 101:5
Acquisitions - 59:6
Across - 54,
17:14, 27:1, 47:2,
58:20, 72:6, 94:24,
130:13, 130:19,
132:2, 217:11

Act - 81:3, 180:23
Acting - 163:15
Action - 144:7,
144:12, 147:14,
147:15, 147:16,

160:9, 162:4,
163:21, 181:20,
182:9

Actual - 155:2,
207:2

ACWI -77:15
Add - 37:6, 38:19,
61:2,67:2, 71:16,
82:18, 88:12,
106:3, 187:14,
189:23, 210:14,
213:13

Added - 24:16,
25:11, 32:2, 50:9,
50:15, 84:5
Adding - 23:19,
28:20, 113:21,
228:13

Address - 182:13,
183:13

Adjourn - 231:23
Adjourned - 232:6
Adjust - 8:7, 20:13,
33:6, 38:19, 39:13,
44:3, 50:14, 63:12,
131:25, 132:2,
168:9, 205:9
Adjusted - 21:17,
37:10, 49:20, 86:1,
186:16, 189:12,
190:8, 190:12,
192:23, 193:21,
1954, 218:24
Adjusting - 32:13,
39:15, 60:11
Adjustments -
20:16, 24:19, 33:9,
38:9, 39:15, 49:18,
49:21,66:17,
67:24, 75:24, 76:9,
110:1, 110:7, 111:1,
111:9, 189:20,
190:14, 196:2,
196:7, 203:4
Admit - 1234
Adopt - 46:22
Adopted - 65:13,
2115

Advanced - 75:14
Advantage - 135:1,
182:2

Advice - 36:6,
93:23, 94:1
Advised - 171:12,
174:21

Advisor - 211:7
Affect - 102:15,
118:9, 122:8,

Affected - 163:12
Affecting - 173:9
Affects - 114:24,
145:12, 145:13
Afford - 230:8
Afternoon - 185:11
Against - 99:2,
163:16

Agencies - 173:14,
183:18

Agenda - 125:8,
125:19

Agree - 29:24,
30:8, 51:13, 51:16,
54:22,71:24, 72:9,
72:14, 89:5, 90:14,
90:16, 96:23, 98:2,
110:21, 114:17,
115:15, 118:1,
120:13, 129:7,
130:24, 159:4,
163:20, 1658,
166:4, 169:5,
169:9, 171:20,
172:12, 172:14,
172:17,173:14,
175:1, 181:24,
183:9, 183:13,
202:19, 222:5,
223:1

Agreed - 28:17,
30:3, 61:1,67:10,
75:24,92:12,
109:21, 119:3,
124:17, 1278,
133:11, 150:7,
153:22, 168:12,
168:14, 178:9,
182:19, 184:15,
193:19, 196:8
Agreement -
31:24, 144:11,
162:13, 171:4
Agrees - 144:19,
162:13

Aid - 96:4, 100:8
Airport - 227:20,
227:22

Albert - 166:13
Alberta - 51:2,
52:14,54:17, 55:5,
55:12,57:4,57:19,
112:17, 137:19,
137:21, 151:18,
167:1, 169:13,
179:1

Allete - 84:22
Allow - 143:14,

Allowed - 16:16,
51:2, 52:10, 52:13,
52:14, 53:21, 58:7,
59:10, 114:25,
122:14, 123:12,
123:19, 133:8,
133:23, 135:2,
138:5, 140:18,
146:15, 146:21,
147:24, 149:1,
149:17, 149:18,
155:2, 1554,
156:5, 156:12,
156:21, 156:24,
162:24, 164:4,
207:6, 209:6
Allowing - 16:18
Allows - 109:25,
118:6, 120:18
Alluded - 124:9
Alternative - 17:4,
27:24,137:22,
144:1

Amazing - 113:23,
150:21, 151:23
Amazon - 101:16
America - 231:4
American - 85:11,
111:5,111:8
Among - 72:2
Amongst - 197:6
Amortization -
164:10

Amount - 37:2,
42:11, 42:21, 43:12,
70:15, 73:6, 176:2,
205:21, 219:9,
220:22

Analyse - 20:6
Analyst - 75:7
Analysts - 200:8,
200:19, 201:7,
202:4, 202:5,
206:15, 211:19
Analysts' - 74:3,
75:11, 83:5, 93:10,
199:19, 199:23,
201:16, 203:2,
205:10

Analyst's - 211:11
Analyze - 122:23
Analyzed - 122:20,
146:3

And/Or - 107:11
Anticipate - 192:15
Anticipated -
124:12, 201:23
Anymore - 228:6,

194:16, 211:21
Aon - 18:4, 67:18,
194:11, 194:18,
215:12,219:5
Appeal - 99:15,
165:25

Appears - 86:16,
169:19

Appellant - 99:9
Appendix - 81:18,
83:17,84:10
Apple - 108:2,
108:3, 110:2, 110:3,
110:4

Apples - 27:9,
27:10, 31:13, 33:8,
38:18, 81:6, 81:7,
81:14, 88:2
Application -
25:17,119:8,
119:20, 185:21
Applications -
126:1, 136:1
Applied - 44:1,
107:10

Applies - 173:4,
217:16

Apply - 61:3,
69:16, 167:1
Applying - 20:13,
97:14,105:13
Approach - 50:13,
73:5, 73:7,92:19,
104:24, 109:16,
149:15, 186:24,
201:21
Approached -
69:15
Approaches -
73:6, 104:3
Appropriate -
110:25, 111:9,
144:7,157:18,
162:11, 180:24,
186:5, 186:12,
189:9, 190:14,
199:9

Approved -
126:13, 126:14,
126:16
Approximately -
3:23, 14:18, 127:5,
133:13, 133:15,
177:15,177:21,
180:14, 187:14
Area-111:12,
193:10, 193:16
Areas - 123:20,

Discoveries Unlimited Inc. (709)437-5028

Page 1




April 8, 2016

NL Power GRA 2016

123:21, 130:20,
231:3

Aren't - 219:24,
221:15

Argentia - 226:3
Argue - 217:4
Arguing - 200:18
Arithmetic -
215:16
Armageddon -
223:8

Arrived - 77:12
Arriving - 73:3
Articles - 200:13,
202:9
Assassinated -
231:22

Assertion - 93:3
Assessing - 123:2
Assessment -
50:20, 51:9,
134:19, 141:7,
155:9, 231:14
Assessments -
123:1, 1347
Asset - 21:15,
107:15, 109:25,
110:6, 222:3
Assets - 109:8,
118:13, 120:1,
138:6, 149:10,
164:10, 208:20,
220:20

Assist - 20:5
Association -
52:11
Assumptions -
102:17
Asymmetry -
136:22

ATCO- 1784,
178:5, 178:23,
178:24

Attached - 200:21
Attempt - 193:11
Attention - 87:2
AUC - 109:10,
181:17, 202:19,
204:19, 215:5
Austerity - 114:6
Authorities - 225:6
Automatic - 15:22,
17:5, 27:23, 44:22,
45:12, 45:15, 46:6,
46:11, 48:19, 62:24,
65:13, 191:22
Available - 176:4,
212:19, 217:18
Avenues - 225:12
Average - 25:14,
25:15, 25:17,

29:22, 32:4, 32:9,
32:11, 82:14, 83:11,
105:1, 154:11,
187:13, 192:5,
192:6, 192:12
Averages - 190:18
Avoid - 91:20
Aware - 59:21,
74:14,87:24, 114:9,
127:2, 152:18,
153:6, 153:8,

153:9, 191:21,
200:8, 205:17,
209:19, 225:13
Awash - 12:8
Awhile - 113:18

Background -
52:16

Backing - 223:19
Backwards - 143:6
Balance - 150:5,
151:7, 151:9,
153:1, 156:14,
157:2

Band - 133:7,
133:10, 133:20,
134:1

Bank - 9:3, 9:4,
11:5, 11:7, 127,
13:22, 79:23, 112:9,
191:18, 200:15,
221:7, 221:11,
221:20, 222:4,
224:3, 225:16,
225:18

Banker - 175:4,
175:5, 175:8,
175:9, 175:11,
175:13, 176:16,
230:19

Bankers - 171:10
Banks - 7:20,
12:21, 33:4, 35:5,
35:23, 48:13,
78:17, 103:3,
192:16, 2244,
224:9, 224:11,
224:14, 224:16,
224:18, 224:19,
225:22

Barely - 9:22,
23:21

Bargain - 137:4
Base - 16:12,
63:12, 119:21,
119:23, 127:6,
133:4, 150:11,
151:21, 154:17,
164:6, 177:16,

205:22

Based - 6:24,
16:18, 36:1, 41:8,
43:2, 49:18, 51:22,
91:18, 102:16,
102:20, 107:13,
107:14, 114:17,
114:19, 152:16,
190:11, 194:6,
228:21

Bases - 137:23
Basic - 18:22,
21:17,124:17,
150:1

Bat - 198:13,
204:12

Bath - 12:1, 12:5,
221:16, 221:17
Batteries - 231:6
BC - 57:19, 75:22,
105:21, 108:24,
193:5

BCUC - 41:15,
41:20, 54:16, 55:7,
55:10, 55:17,
65:12, 73:4, 73:15,
73:20, 74:9, 74:13,
75:4,110:22, 1494,
167:15, 192:1,
197:15, 197:17
Bear - 30:12,
86:12, 115:6,
141:15, 149:13,
203:13

Bearing - 6:5
Beckett's - 10:14
Become - 16:24,
44:2, 64:1, 140:25,
142:12, 150:20
Becomes - 144:5,
147:18, 216:22
Becoming - 196:21
Began - 13:21
Begins - 25:8,
72:22,81:17
Begs - 53:17
Begun - 192:7
Behaviour - 80:2
Behind - 172:19
Beijing - 227:22
Believed - 61:19,
61:20, 63:21

Bell - 108:24
Below - 4:1, 24:5,
32:8,188:17

Belt - 228:16
Benchmark - 38:13
Bene - 222:12
Berkowitz - 65:15,
168:23

Bernie - 225:23

Bet - 19:20

Beta - 22:14,
30:19, 69:18,
69:23, 93:16,
103:24, 1045,
104:10, 105:9,
187:2, 188:16,
198:13, 217:17
Betas - 91:5, 91:7,
103:25, 104:8,
105:13, 106:13,
198:9, 218:14,
219:1

Beware - 75:14
Bias - 75:7, 75:11,
104:20, 199:20,
200:11, 201:14,
201:16, 201:19,
205:10, 217:9
Biased - 200:8,
200:10, 200:19,
200:20, 202:4,
202:5, 2028,
204:5, 206:3,
206:15

Bicycles - 227:23,
228:1, 228:2, 228:6
Big - 68:15, 93:4,
95:21, 1276,
143:2, 149:9,
152:15, 176:6,
176:8, 212:3, 229:7
Bill - 64:21,174:18
Billion - 126:12,
127:4, 128:12,
140:8, 220:6
Billon - 220:6
Bills - 230:8

Bind - 204:15

Bit - 5:10, 14:19,
19:2, 25:7, 29:11,
30:3, 42:24, 54:4,
60:21, 65:1, 71:3,
73:10, 73:13, 746,
96:1, 107:3, 1074,
112:3, 112:12,
112:22, 118:8,
120:16, 154:5,
155:11, 155:15,
161:12, 171:7,
191:20, 193:9,
208:17, 213:15,
216:23, 217:24
Blackberry - 108:4,
108:5

Boards - 45:20,
46:10, 46:11, 51:10,
55:18, 55:21,
71:14,74:7,99:13,
166:12

Board's - 22:18,

29:18, 46:4, 54:20,
69:18, 70:11, 824,
109:16, 164:17,
198:11

Bog - 46:6

Boiler - 128:4
Bondholder -
159:6, 159:7,
163:22
Bondholders -
159:12, 159:15,
159:17, 159:21,
159:23, 159:25,
160:3, 160:7,
160:8, 160:10,
160:13, 160:18,
160:21, 160:24,
161:11, 162:5,
162:6, 162:11,
162:21, 163:4,
163:11

Bonds - 15:2,
36:18, 47:20, 62:1,
159:10, 159:22,
160:15, 162:19,
163:6, 173:1,
173:21, 192:9,
220:24, 221:23
Book - 60:1, 65:5,
84:1, 207:17
Books - 222:11,
223:6, 223:8
Booth's - 25:2,
49:7, 50:8, 60:8,
62:17, 83:3, 98:23,
143:9, 154:21
Borrow - 161:5
Borrowing - 46:13,
47:4,47:18, 59:16,
94:18, 94:20

Both - 20:18, 51:2,
52:14, 58:5, 97:14
Bothered - 109:11
Bottom - 23:8,
23:9, 29:13, 49:14,
84:16, 90:6
Brattle - 91:19
Brazil - 196:20,
226:3

Breach - 127:20,
178:17

Breaches - 178:22
Break - 99:3,
111:13, 111:14,
111:20, 127:14,
127:25

Brief - 210:7
British - 57:3
Broader - 109:20
Broke - 127:25
Brokers - 218:3

Discoveries Unlimited Inc. (709)437-5028

Page 2



April 8, 2016

NL Power GRA 2016

Brought - 67:24,
74:16, 201:11
Brownout - 212:3
Brownouts -
153:10
Brunswick -
108:23

Bubble - 222:3
Budget - 59:23,
126:10, 126:11
Build - 119:13
Building - 144:9
Built - 120:4, 120:5
Bulk - 118:13,
126:13

Bullet - 137:19,
227:24, 228:2,
228:5, 228:10
Bump - 4:8, 73:17
Bunch - 1064,
129:21, 170:15,
212:20

Business - 112:4,
114:16, 114:17,
114:18, 118:9,
133:1, 150:1,
166:10, 166:18,
169:1, 1924,
192:13, 1939,
218:10, 219:13
Busses - 230:11
Buy - 15:2, 79:10,
79:12,101:10,
101:16, 159:9,
162:12, 208:18,
208:20, 214:13,
227:6

Buying - 4:10,
8:23,9:2, 11:12,
11:13, 24:17, 34:23,
34:24, 35:3, 35:6,
36:18, 40:6, 41:11,
48:12, 50:20, 53:11,
70:23, 79:15,
109:8, 190:5,
192:15, 193:11,
193:12, 208:15,
220:5, 2245,
225:16

Buys - 221:1

I C |

CA-10:4, 19:24,
54:2,75:19, 1434,
143:5, 164:25,
168:20, 171:3
Calculation - 34:2
Calculations -
93:11,217:19

Call - 21:16, 36:20,
37:10, 43:1, 60:9,

78:12, 92:22,
138:12, 142:24,
152:6, 173:19,
191:4,194:12,
220:1

Called - 108:21,
114:4,123:6
Canadian - 11:4,
17:14, 31:8, 32:4,
52:11, 54:22, 68:5,
717,746, 76:23,
77:3,77:10, 79:13,
93:24, 95:16,
95:18, 109:9,
110:11, 110:19,
112:5, 113:5,
114:21, 143:13,
146:12, 171:11,
171:15,171:19,
175:1, 192:23,
203:3, 2037,
214:8, 219:2,
219:3, 224:18,
226:21
Canadians - 79:10
Canopy - 67:15
CANP-111:4
Can't - 41:21,
100:12, 107:20,
108:6, 116:22,
129:25, 137:6,
142:12, 147:19,
162:19, 162:23,
173:22, 1748,
175:14, 197:16,
205:13, 206:19,
211:12, 211:20,
214:14, 226:24,
228:4, 230:7

Cap - 109:25, 110:5
Capacity - 112:12,
113:21, 113:24,
228:14

CAPM - 24:14,
32:6, 37:10, 37:13,
37:21, 65:3, 65:6,
65:11, 66:21, 67:13,
67:17,67:22, 70:2,
71:13,71:14, 72:3,
72:8, 73:6, 92:20,
92:21, 103:22,
104:9, 104:24,
107:15, 107:16,
107:24, 108:10,
173:10, 185:14,
186:4, 186:11,
186:22, 186:24,
187:3, 188:3,
188:8, 188:15,
189:1, 190:8,
190:11, 190:15,

191:5, 1917,
192:22, 192:23,
193:21, 1954,
207:13

Capture - 104:11
Car - 227:21
Careful - 223:15
Carney - 112:9
Carry - 111:21,
111:23, 111:25,
178:8, 179:24
Cars - 228:3,
228:6, 2287,
228:10

Case - 89:18,
108:9, 142:9,
161:24, 165:24,
167:14, 168:14,
170:15

Cash - 12:4, 12:24,
65:2, 102:8,
173:20, 208:8,
221:1, 221:2,
221:13, 221:15,
225:1

Catching - 47:8
Categorical -
200:19

Caused - 48:3,
123:16, 1347,
153:11

Causes -211:6
Causing - 44:13,
138:16, 139:19
Cavalier - 227:8,
227:13

CCC - 144:20
CE-737
Central - 7:20, 9:3,
12:21, 13:22, 33:4,
35:5, 48:13, 78:16,
79:23, 137:19,
137:21, 137:24,
192:16, 221:7,
221:20, 222:4,
225:16, 225:18,
227:22

Cents - 218:10
Certain - 34:19,
34:21, 162:14,
169:7

Certainly - 99:24,
113:11, 193:16,
203:18

Certainty - 14:9
Certified - 222:14,
222:20

Cetera - 24:7,
153:21

Chair - 1:6, 41:15,
74:17, 111:22,

185:11
CHAIRMAN - 1:2,
1:8, 1:9, 1:15, 9:9,
111:11, 111:15,
111:19, 111:24,
127:13, 127:15,
127:19, 127:23,
185:7, 203:8,
210:2, 212:12,
212:13, 2183:3,
213:10, 213:18,
214:15, 214.23,
215:24, 216:14,
217:15, 219:11,
219:22, 220:7,
220:15, 221:18,
222:24, 223:9,
223:22, 224.7,
226:7, 227:9,
229:16, 229:22,
230:2, 231:8,
231:13, 231:20,
232:5

Challenged - 76:15
Challenges - 98:6
Change - 15:23,
16:16, 18:11, 18:23,
31:7, 44:23, 50:12,
63:24, 65:6, 90:12,
112:2, 129:1, 129:2,
147:2, 152:8,
152:18, 160:11,
166:9, 166:10,
166:17, 166:18,
167:5, 167:22,
167:24, 168:10,
168:17, 169:3,
170:16, 201:20,
212:21, 214:1
Changed - 15:13,
15:18, 16:6, 18:11,
30:6, 50:18,
167:17, 202:8,
213:11

Changes - 6:20,
77:22,81:15, 92:5,
128:24, 139:14,
167:16, 172:4,
191:1

Changing - 52:7,
164:8, 164:20,
169:14

Chapter - 107:16
Characters -
219:17

Charge - 120:1,
137:6, 221:9,
224:22

Charged - 224:23
Chase - 219:14
Chatted - 71:4

Cheaper - 130:17
Check - 76:2,
86:18, 86:21, 87:21
Checked - 86:14
Chicken - 80:13
CHIEF - 210:4
China - 113:3,
113:21, 226:11,
227:6, 227:18,
227:19, 228:3,
228:13, 229:3,
2299

Chinese - 226:10,
2277

Choose - 85:9
Chore - 216:23
Chose - 85:5, 85:8,
85:10, 85:12
Chosen - 85:10
Chuck - 149:9
Circular - 51:24,
52:2

Circularity - 51:7,
51:12
Circumstance -
156:12
Circumstances -
48:22, 50:18,
182:1, 186:9
Claiming - 95:20
Clarity - 10:11,
10:15

Classic - 95:7
Cleary - 100:9,
102:12, 181:24
Clients - 222:17,
222:22

Close - 85:14,
188:24, 194:16,
201:12, 203:10,
225:12

Closely - 78:18
Closer - 100:7,
201:8

Coal - 2275,
228:16, 229:12
Cod - 152:22,
152:25, 156:7
Coking - 227:5
Cold - 230:3
Collapse - 112:18,
226:8, 226:9
Collapses - 226:19
Colleague - 65:15
Colleagues - 5:14,
64:20, 187:22
Columbia - 57:3
Column - 86:6,
88:3

Comes - 140:23,
146:10, 148:25,

Discoveries Unlimited Inc. (709)437-5028

Page 3




April 8, 2016 NL Power GRA 2016
152:13, 155:15, Compact - 146:12 138:10 190:13, 190:21, 186:13
194:19, 201:2, Companies - Competent - 74:9 190:24, 191:10, Continues - 199:22
2167 57:15, 58:11, 59:7, Competing - 77:3 191:13 Contract - 162:16
Comfortable - 65:7, 85:12, 85:17, Competition - Conference - 114:2 | Contractual -
34:15, 39:23, 89:1, 89:10, 89:11, 118:20, 134:23, Confident - 13:20, 162:13, 174:2
40:16, 193:15, 89:12, 91:6, 91:8, 134:24, 134:25, 189:17 Contribution -
215:9 93:15, 93:20, 154:9 Confirm - 73:2, 118:2, 119:2,
Coming - 8:19, 93:21, 97:6, 102:8, Competitive - 83:7 119:17, 120:25,
14:11,14:13,61:18, | 102:19, 103:4, 118:19, 137:5, Confirmed - 58:15, 121:13, 124:6,
75:5,101:9,113:19, | 1083:6, 109:5, 143:25, 149:24, 73:9 124:15, 133:17,
124:23, 126:12, 109:11, 110:11, 154:6, 154:13, Confirms - 91:5 153:21
126:17, 127:24, 167:2, 197:22, 154:15, 182:23, Consensus - 5:11, Convert - 145:15
128:2, 128:11, 198:2, 199:10, 183:2, 183:5 23:17, 25:14, Converting -
130:23, 1314, 199:12, 208:1, Complete - 37:9, 29:17, 32:2 145:21
140:8, 145:20, 208:18, 209:12, 57:17 Consequence - Conveyor - 228:16
169:21, 182:17, 213:17, 214:3, Completely - 142:6 Convinced - 170:7,
205:6, 220:4, 218:21 45:23, 166:4 Conservative - 176:15
221:7,222:10, Company - 81:20, Completion - 39:9, 40:15, 40:23, Convincing - 123:8
222:13 91:22, 103:10, 140:21 123:22, 123:23, Cooper - 113:24
Comment - 10:4, 121:4, 142:20, Complicated - 123:24, 195:3, Copies - 134:18
43:19, 46:9, 57:22, 146:16, 153:2, 212:18 207:9, 207:12 Copper - 227:4
141:7, 150:24, 155:4, 1558, Compliment - Consider - 20:12, Copy - 96:4
165:2 156:13, 164:5, 66:1, 66:2 85:21, 141:12, Corbyn - 225:14
Comments - 141:5 167:5, 168:15, Compliments - 150:4, 182:19, Core -68:10
Commission - 170:14, 170:23, 66:5 183:10, 200:1, Corollary - 153:22,
55:5, 75:22, 96:24, 171:12, 174:6, Component - 204:1, 204:22 153:25
99:21, 105:22, 177:8, 183:18, 44:19, 50:10, Consideration - Corporate - 208:9,
166:14, 167:1, 199:16, 201:10, 167:25, 168:2 211:10 208:16
169:13, 179:2, 208:2, 208:15 Components - Considering - Corporations -
193:6, 210:18 Company's - 3:17, 95:24, 169:20 144:24,197:10 103:1
Commissioner - 126:22, 161:4, Composite - 214:2, | Considers - 203:21 | Correctly - 16:5,
74:19 165:16, 177:16 214:20, 214:21 Consistent - 25:16, | 141:17,211:16
Commissioners - Comparable - Compound - 87:8 27:15, 52:9, 62:21, Corresponding -
151:13 39:3, 60:24, 73:7, Compounding - 83:11, 93:16, 274
Commissions - 199:16 215:21 109:16 Corroborate -
74:16 Comparators - Conceive - 147:19 Consistently - 67:20
Committing - 85:6, 85:22 Concentration - 61:13, 62:12, 67:5, Costing - 1327
104:19 Compare - 12:1, 176:5 198:9 Costs - 59:16,
Commodities - 27:9, 28:18, 81:8, Concentric's - Constant - 39:21, 118:4, 118:16,
113:19, 229:15 88:2, 186:22, 52:10 202:14, 204:15, 118:22, 120:19,
Commodity - 188:2, 188:24, Concept - 217:17 205:24, 206:20, 125:2, 125:9,
95:11, 95:14, 194:23 Conceptually - 2115 125:14, 1274,
112:19, 113:4, Compared - 74:6, 107:23, 107:25, Constantly - 127:24, 134:24,
143:19, 143:25 90:20, 130:16, 109:23 207:18 139:16, 139:17,
Common - 39:8, 135:19, 219:10 Concern - 143:17 Constitute - 99:1 139:19, 141:25,
40:18, 58:6, 58:13, Comparing - 33:7, Concerned - 209:2 | Constitution - 142:12, 143:15,
59:15, 60:15, 57:18 Concerning - 99:3, 163:16 143:19, 144:2,
73:17,102:16, Comparison - 171:10 Constrained - 148:11, 149:13,
107:8, 160:11, 48:18,77:2, 8117, Concerns - 113:2, 203:14, 218:16 149:25, 150:4,
161:10, 167:3, 81:14, 88:20, 158:11 Consulted - 171:9 154:1, 154:2,
167:16, 167:17, 88:24, 128:11 Concluded - 56:10 | Consumer's - 156:2, 182:24
167:19, 179:7, Comparisons - Conclusion - 8:7, 109:1 Couch - 37:23
179:14, 180:13, 31:14,91:10, 83:3, 145:3, 232:8 Consumption - Couldn't - 40:24,
180:15, 180:24, 199:13 Conclusions - 75:5 | 228:19 99:6, 101:12,
181:3, 181:6, Compendium - Concrete - 146:5 Context - 121:24 228:1,229:18
183:19, 184:6, 201:3 Conditional - Continue - 111:13, Counsel - 1355
208:14 Compensated - 191:5,191:7, 1954 113:7,124:4, Count-71:14
Commonly - 98:3, 120:6 Conditions - 146:19, 149:17, Counterfeiting -
104:3 Compensation - 18:10, 20:7, 20:15, 167:6 219:14
Communists - 119:22 45:23, 69:20, Continued - 46:22, | Countries - 110:23,
227:11 Compete - 77:10, 189:9, 190:9, 135:2, 149:18, 226:4, 230:6

Discoveries Unlimited Inc. (709)437-5028 Page 4




April 8, 2016

NL Power GRA 2016

Country - 72:7,
99:4, 99:5

Couple - 9:12,
20:8, 29:23,
169:15, 210:11
Coupon - 171:13,
171:16, 172:3,
172:7,172:9,
174:23, 179:24
Course - 16:6,
104:4, 128:10,
142:4,175:16
Courses - 213:2
Court - 97:20,
165:24, 165:25
Courts - 99:9
Cover - 119:18,
120:7, 1217,
138:15, 185:22
Coverage - 162:17
Covered - 58:20,
133:7

Covers - 58:2
Coyne - 114:3,
188:11, 192:21,
195:10, 198:16,
230:24

Coyne's - 55:15,
85:3, 186:23,
188:8, 194:24
CRA - 134:6, 155:9
Crack - 231:16
Created - 108:22
Creating - 221:16,
225:20

Credit - 24:19,
33:11, 33:18, 33:22,
68:14, 172:11,
173:14, 178:9,
189:23, 189:24,
191:1, 191:17,
193:3

Critical - 12:20,
32:22, 34:22, 105:8
CROSS - 1:12,
76:13, 89:16,
91:21, 96:3, 100:8,
185:9, 2108,
210:11, 212:12,
228:1, 228:4
CRTC - 9735,
108:20
CU-178:4,181:18
Currency - 226:10
Current - 5.7, 8:3,
20:14, 23:19, 25:2,
25:8, 36:16, 39:4,
50:8, 50:11, 53:21,
60:8, 69:19, 79:19,
120:1, 125:2,
129:4, 171:11,

174:24, 182:2,
183:17, 185:18,
186:2, 186:12,
186:15, 187:1,
189:8, 190:20,
190:23, 191:9,
191:13, 194:15,
224:16, 231:12
Currently - 56:3,
57:11, 141:23,
171:14,171:18,
184:5
Customer -
128:24, 1334,
148:14
Customers -
120:1, 120:21,
140:17, 142:21,
143:22

Cut - 43:9, 149:25,
150:5, 153:2,
153:11, 154:1,
154:2, 154:5,
157:6, 219:14
Cycle - 192:5,
192:13, 193:10
Cylinders - 112:7,
112:11

I D |

Damages - 148:25
Danger - 138:5,
154:4

Data - 20:12,
20:14, 27:5, 70:21,
75:20, 75:23, 76:8,
87:13, 94:13,
94:15, 104:1,
104:2, 106:10,
111:5, 1118,
189:17, 190:19,
191:8, 197:13,
209:2, 213:8,
213:14, 217:18,
217:24, 218:10,
218:12, 218:14,
218:17, 218:19,
218:20, 219:7,
219:9

Date - 201:9

Day - 8:6, 20:23,
55:16, 174:6,
174:8,174:11,
219:10

DCF - 60:19, 67:16,
71:3,71:8,71:19,
72:3,72:5,72:7,
73:5,73:21, 74:3,
75:6, 81:9, 82:2,
82:24, 83:4, 83:6,
84:4, 84:11, 93:18,

97:12, 98:2, 102:3,
103:10, 105:15,
107:6, 107:23,
108:3, 108:4,
108:10, 108:15,
109:12, 109:18,
195:14, 195:20,
196:1, 196:6,
199:1, 199:20,
200:2, 202:20,
204:13, 2116
DCK - 107:20
DDM - 102:13,
102:14, 102:24
Dead - 221:5
Deal - 74:19, 90:17,
90:22, 130:24,
141:12, 162:2,
183:23, 209:21,
213:1, 227:2,
22717

Deals - 171:6
Dealt - 157:17,
165:25

Death - 133:3,
137:14, 137:17,
138:12, 139:2,
142:10, 143:8,
147:25

Deaths - 230:13
Debate - 38:2,
48:24, 68:6, 231:15
Debt - 59:16,
78:22, 160:4,
161:10, 161:14,
161:16, 162:12,
172:5, 172:19,
173:5, 173:15,
174:1, 1744,
179:24, 180:2,
180:5, 180:7,
180:8, 180:10,
182:4, 182:16,
184:20, 191:2,
208:3, 220:23,
225:16

Decades - 165:10
December - 25:14,
223:18

Decided - 60:2
Decides - 161:9,
199:6

Deciding - 145:15
Decimated -
113:11

Decision - 20:17,
55:3, 55:6, 56:19,
73:15, 73:16,
73:24, 75:10,
75:22, 76:6, 76:20,
77:14, 82:20, 96:4,

97:20, 100:12,
165:24, 178:23
Decisions - 54:20,
55:4, 55:19, 55:21,
97:10, 98:7
Decline - 18:1,
18:21, 1134
Declining - 153:20
Decrease - 129:6,
129:13
Decreases -
168:11
Decreasing -
168:11

Deem - 177:3,
181:9, 182:6,
183:21

Deemed - 59:15,
59:16, 59:17,
181:4, 209:15
Deeming - 179:5
Deeply - 13:12
Default - 224:14
Deficit - 59:23
Deficits - 78:22,
114:14

Define - 194:17
Definition - 206:4,
206:18

Deflating - 222:3
Degree - 145:17,
206:4
Deliberately -
201:24

Demand - 130:4,
131:13, 139:15,
142:24
Demonstrable -
93:7
Demonstrates -
2075

Den - 1327,
142:13

Deposit - 221:10,
225:2, 2259
Depositing - 221:3
Depreciation -
126:25, 164:9,
164:20
Describing -
112:10

Deserve - 66:5
Designed - 91:20,
154:8

Desperate - 225:10
Detailed - 136:8
Deteriorated -
120:24, 156:16
Deteriorating -
133:17
Determine - 21:8,

170:19, 186:5
Determined -
16:15, 33:2, 33:3
Determining -
7:10, 16:1
Detrimental - 77:9
Devastating -
113:14
Developed -
137:23

Didn't - 8:4, 45:20,
57:24, 65:15,
65:16, 87:4,
101:16, 137:10,
138:16, 149:14,
156:7, 156:22,
160:6, 161:18,
163:3, 163:5,
176:20, 192:15,
228:7, 228:8
Died - 229:18,
230:3

Differ - 211:2
Difference - 8:10,
32:18, 55:16,
55:20, 92:21,
143:17, 195:9,
198:13, 211:24,
213:14, 219:15,
219:23
Differences -
94:24, 130:19,
196:12

Different - 5:11,
6:3, 18:4, 45:23,
48:11, 48:21, 50:11,
55:15, 84:12,
84:13, 89:4, 95:1,
95:13, 95:14,
95:24, 130:14,
130:19, 135:6,
135:8, 136:13,
136:14, 151:25,
158:12, 158:14,
188:16, 198:22,
219:13
Differential -
167:18
Differently - 16:7,
161:3

Difficult - 79:10,
79:12, 80:6, 108:7,
108:8, 130:6,
134:8, 156:6,
213:1, 215:14,
217:8, 217:24,
218:13, 218:14,
224:15
Difficulties -
103:23

Difficulty - 39:6,

Discoveries Unlimited Inc. (709)437-5028

Page 5




April 8, 2016 NL Power GRA 2016
60:14, 199:14 41:5, 51:3, 517, 149:1, 149:17, 151:16, 152:3, 110:21, 115:9,
Dire - 170:7 58:3, 75:7, 78:13, 149:18, 156:23, 164:7,167:3, 184:8 [ 115:11, 117:13,

Direction - 93:24
Directional - 67:9,
81:15
Directionally -
68:5, 68:7, 69:9,
69:11, 70:10, 70:15,
90:11, 90:19, 93:18,
94:2,94:10, 94:11
Directions - 46:14
Directly - 132:25,
182:3, 225:18
Dirty - 207:19,
207:20
Disadvantage -
140:15, 140:22
Disagree - 169:12,
222:5, 2228,
231:14

Disallow - 143:16
Disappeared -
78:5, 224:6
Discount - 74:4,
102:2, 102:6,
198:24
Discounted - 15:6,
65:2

Discover - 208:1
Discussions -
12:15

Dismissed - 217:1
Displaced - 180:1
Display - 107:11,
107:18

Disrupted - 70:23
Dissipating - 40:6
Distant - 145:2
Distinguishes -
172:6

Distributed -
230:21, 231:5
Distribution - 59:7,
209:12

Dive - 13:12
Dividend - 43:2,
43:11, 102:2,
102:21, 103:2,
172:22, 174:13,
174:16, 211:1,
214:20

Dividends - 43:9,
102:10, 102:20,
103:16, 103:17,
107:11, 107:19,
108:7, 173:6
Doctor - 210:7
Document -
205:18, 210:10,
210:15, 210:18
Doesn't - 6:20,

87:2,87:6,94:7,
97:22, 124:19,
129:21, 133:23,
142:4, 145:19,
155:23, 163:25,
197:3, 202:24,
208:2, 213:14
Dollar - 221:10,
227:3

Dollars - 117:5,
117:20, 124:8,
126:24, 128:2,
175:10, 176:13,
220:6, 225:21
Dollars' - 11:14,
11:19, 35:8, 175:6,
176:17,181:21
Domain - 202:11
Doom - 222:10,
222:13

Doubt - 117:24
Draghi - 219:16
Dramatically - 43:9
Draw - 87:1
Drawing - 48:17
Drawn - 80:24
Driven - 43:15,
51:10, 94:24, 95:10
Drop - 43:4, 138:1
Dropped - 17:9,
40:1, 43:11
Dropping - 145:14
Due - 79:15, 112:18
Duff - 67:19, 194:2,
215:13, 219:5
Duke - 84:21,
199:14

Dump - 11:19,
12:21

Dumped - 228:9
Dumping - 229:1,
229:4, 229:5, 229:9

Dying - 230:7
I E |
Each - 108:2

Earlier - 60:24,
93:24, 96:14, 1114,
114:3, 116:15,
185:15, 189:10,
226:12

Early - 98:20,
156:22, 165:13
Earn - 114:25,
122:13, 123:11,
123:19, 133:23,
134:8, 135:2,
135:20, 139:9,
146:15, 146:20,

164:3

Earned - 140:18,
155:4, 156:23
Earning - 138:5,
147:24, 205:4
Earnings - 73:8,
87:8, 133:19,
134:15, 135:13,
201:13, 201:22,
218:4

Easing - 11:11,
219:12, 225:15,
226:15

Eastern - 137:25,
153:10, 212:4
Eating - 230:10
ECB - 221:8,
221:11, 221:24
Economic - 20:13,
61:18, 78:21,
79:24, 80:5, 106:6,
122:3, 122:4,
124:11, 231:2
Economically -
130:10
Economics -
106:9, 219:7
Economies -
196:12, 228:12
Economist -
106:21
Economists - 14:1
Economy - 11:4,
78:15, 106:12,
112:5, 112:12,
113:6, 113:13,
114:18, 114:20,
114:21, 114:24,
116:3, 116:10,
120:24, 131:10,
133:17, 201:13,
203:15, 203:16,
226:13

Edition - 101:6,
101:9, 101:12

Educational -
232:1

Edward - 57:9,
57:20

Effect - 56:3,
223:24

Effectively - 95:12
Effects - 115:12
Efficiencies -
150:21, 151:2,
151:23

Efficiency - 150:17
Efficient - 150:20,
151:5, 151:15,

Efficiently - 154:4,
154:10

Egg - 80:14

Eight - 18:3
Ektors - 214:24
Elaborate - 217:19
Elasticity - 115:12,
131:16

Elected - 148:9
Electric - 57:14,
57:15, 58:16,
83:12, 84:16,
86:13, 87:3, 87:6,
91:1, 91:6, 93:20,
97:14,109:1,
178:5, 178:24,
198:2, 199:12,
228:18

Electrical - 57:17,
113:21, 113:24,
228:14

Electricity -
128:14, 128:25,
129:2, 129:5,
131:13, 131:17,
132:4, 141:22,
141:25, 142:11,
142:25, 144:1,
145:13, 145:20,
151:2, 230:4, 230:8
Electrics - 91:4,
93:14

Element - 50:15
Elements - 1245,
139:6

Elsewhere - 147:3
Embraced - 72:5
Emera - 109:10,
109:12

Emerging - 230:5
Eminent - 97:1
Emphasis - 72:2,
72:6

Empire - 208:9,
208:16

Empirical - 198:8
Employed - 98:3,
104:3

Emulate - 154:9
Enables - 157:4
Enbridge - 58:11,
109:6, 110:17,
144:21, 208:5
Ends - 4:1, 140:23
Energy - 56:16,
76:21, 77:15,
84:22, 84:23,
84:24,96:24, 976,
97:23, 98:20,

117:15, 118:19,
129:3, 129:7,
138:4, 138:8,
144:18, 149:7,
149:14, 151:12,
166:11, 166:12,
166:24, 166:25,
199:14, 213:17
Enjoy - 96:9
Enjoyed - 96:7,
185:4

Enlarge - 154:23
Enter - 96:20,
101:1

Entered - 108:19
Entertaining -
231:24

Entirely - 48:11,
48:21,61:14
Entity - 144:10
Environment -
78:13, 78:21,
154:14, 154:15,
186:16, 224:17
Environmentally -
145:22

Equal - 94:12
Equalize - 167:5
Equally - 41:2
Equates - 117:17
Equilibrium - 6:18,
21:19, 22:10, 24:5,
194:16

Equities - 7:9,
95:13, 95:14

ERP - 73:5

Error - 104:19
Errors - 105:11,
105:18, 105:19,
133:2

Essentially - 4:18,
6:7,6:16, 6:24,
8:19, 17:16, 25:22,
27:10, 28:4, 30:21,
66:9, 84:14, 97:13,
102:3, 117:2,
133:15, 142:21,
158:21, 179:5,
1837
Established - 53:9,
56:4, 103:2, 186:3,
189:7

Estimate - 32:7,
32:9, 37:23, 49:22,
65:4, 68:10, 69:1,
83:10, 104:5,
104:16, 107:7,
108:5, 110:3,
110:24, 190:11,

Discoveries Unlimited Inc. (709)437-5028

Page 6




103:22, 105:12,
107:24

Estimation -
104:15, 104:18,
218:3

Et - 24:7, 153:21
Euro - 161:14,
221:24, 224:21,
225:1, 225:4, 225:6
Europe - 41:12,
224:21, 225:11,
229:5, 229:17
European - 9:3,
35:5, 2216,
221:19, 222:4,
222:5, 224:19,
230:6

Europeans - 12:6
Events - 144:19,
144:25

Eventually - 10:17,
125:17, 201:11
Eversource - 84:22
Everybody - 137:7,
194:14

Everyone - 145:21,
147:25

Everything - 12:19,
67:14, 99:16,
113:25, 136:7,
162:18, 164:2,
216:20, 225:20
Everywhere -
64:18, 191:3,
228:1, 228:3
Evidence - 3:17,
4:23, 23:1, 24:24,
35:16, 52:3, 52:12,
54:7, 54:19, 55:15,
60:8, 60:19, 76:14,
84:9, 110:9, 115:5,
146:17, 165:17,
170:23, 176:11,

55:16, 95:8, 98:18,
130:15, 167:15,
172:24,174:15
Exceed - 215:15
Except - 57:22,
134:6, 141:8,
166:13, 194:6
Exception - 12:14
Excerpt - 101:1
Excess - 229:2,
229:8

Excessive -
156:21, 220:12
Exchange - 43:14,
44:14,95:10
Exchanges - 79:12
Exercise - 20:24,
21:8, 31:11, 215:21
Exercised - 18:8
Exercising -
105:16

Existed - 79:3
EXMAINATION -
210:4
Expansions -
136:6

Expect - 10:20,
94:9, 97:4, 103:11,
126:4, 145:11,
145:16, 145:18,
146:16, 147:17,
149:22, 159:18,
163:3, 163:5,
164:18, 170:9,
170:14
Expectation - 62:5,
146:20
Expectations -
85:19

Expected - 7:8,
10:7, 10:10,
103:24, 215:10,
217:13

74:21,100:1,
100:2, 170:22,
190:13

Expertise - 20:24
Experts - 85:11,
134:21,212:18
Explain - 20:3,
55:1, 72:10, 155:8
Explained - 35:21,
94:23, 116:17,
117:16, 182:15,
189:21, 195:2
Explanation -
52:20

Explicit - 75:11,
75:24

Explore - 69:4
Export - 228:20
Exports - 12:19,
229:6

Exposed - 172:3
Exposure - 141:10
Expressed -
208:24
Expropriate -
163:17

Extensive - 75:4,
81:12, 125:22
Extent - 170:20,
221:6

Extra - 62:16,
114:12, 229:12
Extracts - 100:8
Extreme - 40:20,
149:23

Eyebrows - 197:2

| F

FAC-151:2
Faced - 123:15,
135:6, 138:23,
140:20, 142:1
Faces - 139:14

99:9, 110:3, 112:15,
113:2, 120:10,
163:1, 197:10,
197:24, 207:14,
208:13

Fairly - 6:14, 81:11
Faith - 63:3, 90:22
Fall - 56:5, 136:17,
189:2

Falls - 125:25,
126:15, 12738,
128:12, 131:5,
138:25, 140:8,
140:23, 141:8,
142:2, 1448,
145:21, 170:4,
182:8, 183:4,
184:11, 209:19
False - 226:13
Familiarity -
125:11, 128:6,
128:15, 128:18
Far - 65:20, 76:21,
86:23, 135:8,
152:18, 153:15,
158:15, 158:25,
203:1,211:20
Faster - 203:16
Fat - 152:3
Favourite - 219:18
FED - 35:2, 357,
220:16, 220:24,
221:3

Federal - 96:23
Feel - 36:7
Fencing - 178:17
FERC - 964,
96:23, 98:14,
99:19, 204:21,
210:10, 210:15,
211:4,211:12,
211:16, 218:1
Fernandez - 216:1,

April 8, 2016 NL Power GRA 2016
193:8, 199:1, 199:21, 200:11, 141:11, 1445 Facilitated - 79:4 Field - 137:25
207:8, 217:7, 202:1, 203:23, Expenditures - Facilities' - 136:5 Fifteen - 77:21
218:22,218:24 204:17, 205:2, 126:23 Facing - 79:19, Figure - 8:2, 41:9,
Estimated - 104:1 211:21, 212:16, Expense - 117:21, 138:25 151:6, 220:8
Estimates - 37:22, 219:3 119:3,173:8 Factored - 26:20, Figures - 221:19
67:18, 74:4, 81:20, Evidentiary - 55:2, Expenses - 118:14 | 29:4 Filed - 3:17, 185:20
83:5, 83:6, 90:18, 55:13, 55:18 Expensive - Factories - 229:13 Fill - 4:23
93:16, 103:24, Ex - 220:1 139:23, 142:12, Factors - 22:15, Filling - 12:3,
104:6, 105:9, EXAMINATION - 180:8, 180:9, 102:15, 120:8 216:18
108:8, 195:19, 1:13, 75:5, 76:13, 180:10 Fail - 135:17 Final - 66:18
199:24, 201:10, 91:21, 96:3, 185:9, Experience - Fair - 16:19, 17:12, Finally - 54:16,
202:20, 210:20, 210:12, 212:12 156:17 21:9, 32:6, 38:12, 107:2, 187:16,
215:7, 2158, Examine - 137:2 Experienced - 42:16, 49:24, 187:18, 229:17
215:13, 216:6, Examined - 176:10 | 74:9, 1349 51:20, 52:6, 66:7, Finance - 3:18,
218:2 Examining - 210:8 Expert - 20:18, 67:22, 68:12, 22:17,47:7,74:18,
Estimating - Example - 29:17, 51:5,51:8, 51:17, 70:18, 71:11, 83:8, 106:9, 106:22,

165:16, 173:6,
213:1, 225:21
Financed - 209:8
Financial - 59:18,
77:4,79:2,112:10,
150:5, 151:7,
153:1, 153:19,
156:1, 156:14,
157:2, 160:14,
161:12, 169:22,
177:11, 186:7,
217:23, 21837,
222:14, 222:20,
225:7, 2277
Financing -
119:18, 172:5
Find - 8:5, 85:14,
87:14,115:17,
139:21, 214:2
Fine - 37:20, 47:22,
56:17, 69:13,
100:22, 117:9,
151:9

Firing - 112:11
Firm - 1375,
169:1, 183:2, 1835
Firmly - 186:3
Firms - 76:24,
85:9, 102:18,
107:17, 154:6,
203:15, 213:23,
214:4,214:9
Firm's - 107:8
First - 1:21, 55,
9:13, 10:5, 20:6,
20:8, 33:10, 50:13,
51:11, 54:5, 70:8,
86:6, 90:17,
108:19, 1234,
124:5, 131:15,
135:19, 135:21,
154:1, 154:3,
158:21, 173:1,

176:21, 198:8, Expecting - 55:12 . ) 216:5, 216:7, 173:11, 196:7,
: ) . Facetious - 47:12, : : )
199:9, 199:11, Expects - 18:2, 96:11, 96:13, 96:16 216:11 200:6, 204:8,
Discoveries Unlimited Inc. (709)437-5028 Page 7




April 8, 2016

NL Power GRA 2016

204:13, 204:16,
206:17, 206:21,
211:5, 216:21,
218:17

Five - 15:10, 33:16,
36:2, 43:2, 43:3,
44:12, 44:19,
74:15, 74:21,
77:20, 79:4, 86:6,
86:10, 86:17,
104:2, 109:5,
171:18, 173:19,
204:4, 204:8,
204:11, 210:19,
221:5, 231:1
Fixed - 7:6, 17:7,
27:17, 27:24,
63:19, 118:13,
118:14, 118:21,
120:19, 171:13,
172:7,172:23
Flagged - 100:18,
135:10, 136:11
Flagging - 139:1
Flags - 136:23
Flat - 124:13
Flattered - 64:10
Flattery - 64:18
Flexibility - 177:12,
183:23, 184:21,
184:24

Flexible - 182:5,
209:22

Flotation - 32:5,
82:18, 188:19
Flow - 65:3, 81:15,
137:20, 143:18,
144:5

Flowed - 125:17
Flows - 95:22,
102:9, 208:8
Fluctuates -
174:14,174:17
Flushing - 12:23
Flyer - 228:8
Flyers - 228:9
Follow - 16:4,
75:18,136:17,
144:16, 160:20
Follows - 32:7
Footnotes - 97:20
Force - 12:3, 59:5,
225:7, 225:8, 225:9
Forced - 65:9,
67:17, 156:13,
181:23

Forecast - 3:10,
52,59, 6:10,
21:22, 23:15,
23:21, 24:7, 25:6,
25:11, 25:15, 26:23,

28:4, 29:18, 30:6,
32:2, 32:12, 33:1,
44:24, 49:20, 62:11,
62:15, 63:12,
63:20, 66:16, 83:5,
115:13, 116:13,
119:12, 1215,
121:7, 1249,
124:10, 128:22,
135:17, 139:10,
139:11, 177:16,
188:5, 211:19
Forecasters - 117,
61:18, 63:3, 187:18
Forecasting -
12:16, 12:17,
123:20, 123:21,
126:23, 133:2,
139:7, 201:16
Forecasts - 5:7,
61:13, 61:17,
62:12, 93:10,
203:2, 211:11,
211:14

Foreign - 78:4,
79:10, 79:15
Forever - 55:6,
114:11, 202:23,
203:17

Forget - 27:20,
108:9, 220:6
Form - 152:19,
183:2

Formal - 97:17
Former - 74:17,
133:6

Formula - 46:21,
66:10, 66:14, 66:24
Fortis - 109:7,
109:12, 110:15,
110:16, 174:15,
178:1, 178:8,
178:11, 178:15,
208:5, 208:6,
208:21

Fortisbc - 57:15
Fortis's - 43:17
Forty - 33:16
Forward - 25:17,
30:17, 32:1, 76:15,
123:25, 139:3,
150:4, 170:14,
182:17

Found - 76:22,
77:3,113:22
Four-11:3, 11:22,
15:7, 45:8, 65:1,
74:15, 79:4,
100:22, 195:21,
223:17

Fourth - 101:9,

101:12

Framed - 73:15
France - 79:20
Frankly - 94:7
Fraught - 103:23
Free - 16:13, 16:14,
21:18, 36:20,
36:21, 102:8,
187:1, 187:12,
188:7, 197:6, 2175
Freeze - 132:3
Frequent - 136:18
Friend - 222:14
Fudge - 217:10
Fuel - 113:25,
140:16, 140:21
Full - 2:21, 12:3,
12:6, 67:15,
101:15, 193:2,
221:16

Fully - 95:23,
146:15, 170:9
Function - 168:25
Fund - 77:24,
208:9
Fundamental -
77:22,139:13,
139:14
Fundamentally -
78:21

Funded - 173:5
Further - 49:1,
59:14, 79:5, 107:3,
124:12, 138:16,
210:13, 211:9,
222:1, 2276
Future - 10:18,
28:3, 64:2, 102:22,
104:5, 104:10,
104:19, 105:13,
144:19, 144:20,
144:25, 145:10,
159:5, 160:21,
160:24, 162:6,
163:21

I G |

Gain - 134:5,
150:18, 160:16
Game - 54:16,
54:17

Games - 132:6,
142:13

Gap - 210:22

Gas - 52:11, 58:10,
58:11, 83:11, 84:14,
85:12, 87:14, 89:1,
89:10, 89:11, 89:12,
89:18, 90:19,
90:24, 91:4, 91:7,
91:17, 93:11, 93:15,

93:21, 97:14,
109:1, 109:2,
109:3, 126:8,
137:20, 139:22,
149:2, 173:2,
178:5, 178:24,
199:10, 210:23,
211:6

Gave - 73:4, 73:8,
96:3, 100:8, 138:8,
146:4

Gaz - 180:18,
181:17

GDP - 202:22,
204:10, 204:19,
204:24, 205:4,
211:3,211:18,
211:20, 211:23
Gears - 112:3
General - 119:19,
120:18, 128:15,
128:18

Generally - 17:24,
18:14, 103:25,
120:11, 127:10,
139:8, 145:1,
159:15, 1664,
166:8, 166:23,
169:9, 173:2,
201:10

Generate - 150:20,
150:22, 151:24
Generated - 106:7
Generating -
153:17
Generation -
57:16, 57:18,
198:6, 230:22,
231:6

Generic - 65:12,
75:21, 76:5, 167:2,
168:16

Generous - 184:6
German - 79:12
Germany - 79:20,
110:23, 230:5
Gets - 54:16,
54:17,119:23,
154:25
Giamarrino - 74:17
Gis - 151:20

Give - 36:7, 47:3,
50:24, 51:8, 51:13,
59:4,74:2, 83:21,
98:18, 99:7, 126:6,
150:19, 151:14,
158:19, 164:3,
173:23, 186:12,
200:12, 202:9,
202:10, 209:6,
219:7, 227:15

Given - 60:13,
116:2, 118:20,
125:22, 142:18,
189:8, 200:13,
200:14, 200:15,
207:13

Gives - 73:20,
109:19, 109:20,
119:17, 168:21
Glad - 47:7
Global - 7:16,
12:20, 77:4, 78:15,
114:21, 190:5,
190:6, 196:20,
220:22

Globe - 202:6,
217:22,218:6
GLYNN- 1:5, 23:3,
96:19, 100:24
Godot - 9:5, 9:6,
10:2,10:13, 10:16,
14:10, 28:14, 81:1
Gold - 95:8, 95:10,
95:11, 154:17
Gone - 3:20, 14:9,
43:12, 53:2, 106:11,
106:12, 121:16,
132:4, 216:17,
216:20, 216:24
Good - 1:15, 1:18,
10:22, 76:17,
111:11, 112:13,
114:11, 120:11,
121:4,121:19,
122:2, 1224,
127:13, 135:23,
151:4, 154:24,
169:22, 182:13,
183:11, 183:16,
185:11, 200:22,
201:23, 21237,
213:22, 214:18,
215:1, 2154,
222:13, 227:17
Google - 218:6
Government -
11:14, 36:18, 41:10,
42:12, 43:3, 45:2,
57:21, 59:22, 60:5,
79:23, 94:19,
94:21, 95:22, 114:5,
131:21, 144:6,
147:6, 147:21,
148:4, 148:9,
158:24, 194:7,
198:20, 220:24,
225:17, 230:20
Governments -
95:1, 114:10, 190:6
Governor - 112:9
GRA - 120:6,

Discoveries Unlimited Inc. (709)437-5028

Page 8




April 8, 2016 NL Power GRA 2016
121:2, 167:4, Handle - 146:1, Here's - 89:17, Host - 125:9, 126:1 184:8, 184:19
170:9, 183:24, 193:11 204:3 Hours - 100:22, Impact - 40:5,
187:12 Handled - 224:13 He's - 14:11,14:13, | 117:7, 118:15, 50:20, 67:9,

Grabbled - 11:2
Graded - 94:18
Grand - 123:5
Grant - 122:14
Graph - 3:19, 4:1,
4:24, 65, 6:7, 19:3,
39:18, 155:1, 201:5
Graphs - 201:4
Gras - 1208,
136:18

Gravitate - 222:23
Gravy - 208:17
Greater - 85:19,
204:6

GREENE - 185:9,
185:19, 186:1,
186:10, 186:20,
187:8, 187:24,
188:14, 188:23,
189:6, 189:19,
190:3, 191:11,
192:17, 193:18,
194:22, 195:8,
195:13, 1964,
197:8, 199:2,
199:17, 202:13,
203:19, 205:5,
206:9, 206:23,
208:23, 209:23
Grid - 212:3, 231:5
Grids - 230:23
Grim - 114:5,
114:14

Group - 74:18,
84:21, 91:20,
200:17

Groups - 84:13
Grow - 118:15,
203:15, 204:18,
204:24, 205:3,
211:18,211:23
Growing - 102:22
Grows - 118:12
Guess - 112:5,
214:16, 217:16,
222:22, 223:23
Guys - 111:20,
151:14, 223:5

| H

Habit - 114:10
Hadn't - 128:1
Half - 65:2, 179:13,
180:15, 225:3
Halfway - 49:24,
180:3, 1844,
184:9, 184:18
Hand - 71:15

Hands - 111:18,
148:1

Happening -
109:21

Happy - 163:6,
215:22, 216:22
Harbour - 223:3
Hard - 173:19
Harsh - 209:16
Hasn't - 13:5,
15:13, 15:18,
28:10, 56:14, 58:8,
158:14, 203:12,
213:11

Hate - 19:14
Haven't - 18:10,
26:20, 32:3, 113:17,
122:20, 1304,
131:15, 132:12,
135:7, 146:3,
157:25, 181:12
Head - 205:13,
226:24

Heading - 222:19
Hear - 146:17,
222:19

Heard - 2:3, 54:18,
123:9, 152:24,
158:13

Hearing - 3:2,
55:10, 55:11, 55:12,
55:22, 56:15,
56:18, 57:23,
57:24,58:9, 58:13,
65:12, 71:1, 71:24,
74:14, 74:20,
74:23, 76:12,
99:20, 116:16,
138:7, 141:11,
146:11, 149:8,
158:6, 204:22,
205:18,211:16
Hearings - 55:14,
122:24, 134:20
Hears - 218:12
Heating - 145:21,
147:22, 230:4,
230:10

Heavily - 107:13
Held - 156:5,
156:13

Help - 99:6, 138:6,
155:16

Helped - 157:2
Helpfully - 5:1
Helps - 119:18,
120:7

Hence - 143:12

217:2, 222:15,
222:16, 225:24
Hewitt - 67:18,
194:11, 194:18,
215:12,219:5

Hey - 1327

High - 78:22,
105:10, 107:11,
107:18, 228:21
Higher - 33:18,
33:22, 67:6, 67:8,
67:9, 68:6, 68:8,
69:2, 69:9, 69:11,
70:10, 70:15, 91:3,
91:7,92:10, 93:14,
94:10, 94:11, 94:17,
139:19, 141:21,
141:24,142:1,
179:24, 182:24,
183:1,198:17
Highest - 217:13
Highlight - 210:22
Highlights - 177:14
Highly - 15:5,
214:12

Hikes - 223:17
Hill - 128:11

Hire - 106:4

Hired - 106:19
Historic - 20:14,
216:6, 219:3
Historical - 175:22,
175:24
Historically -
116:18

History - 65:19,
102:21

Hit - 15:24, 18:23,
116:9, 226:22
Hold - 100:1,
119:15, 148:1,
159:22,177:7
Holders - 162:23,
162:25, 163:2,
172:20, 227:14
Holding - 43:8,
197:22, 198:2,
208:1, 208:2,
208:18

Hollowing - 214:7
Holyrood - 128:5
Home - 100:7
Honest - 31:16,
62:2

Hope - 59:5, 101:9,
101:15, 192:5
Hopefully - 155:25
Horizon - 119:1

120:17, 132:1
House - 180:4,
184:5, 184:10,
184:18, 225:2
Huge - 37:2, 40:8,
40:9, 40:13, 42:21,
45:21, 59:23, 60:1,
61:23, 68:20,
70:15, 99:7,
125:23, 149:8,
150:12, 212:1,
213:14, 230:9
Hugely - 44:9
Human - 87:1
Humble - 66:4
Hurt - 159:6,
159:23, 160:2,
160:3, 160:6,
160:18, 162:5,
163:21

Hurts - 162:21,
162:24

Hydro - 40:2,
59:24, 125:10,
125:14, 125:16,
144:12, 153:16,
230:21

Hydro's - 126:9,
126:10, 143:19

IAN-1:13
IBESE - 218:2
I'd - 15:5, 58:23,
59:20, 67:12,
68:12, 71:11, 73:24,
76:2, 121:15,
122:15, 130:3,
166:8, 191:24,
193:1, 203:10,
205:12, 213:24,
214:4, 220:12,
231:16, 231:21
Idly - 146:25,
148:24, 164:19
I'll - 46:9, 51:13,
55:1, 60:3, 60:9,
60:23, 82:22,
83:21, 86:21,
98:18, 139:21,
140:11, 175:8,
193:24, 195:14,
212:15
lllustrated - 104:7
Imagine - 125:22
Immediate -
131:23
Immediately -

120:17,127:7,
131:10, 131:13,
131:24, 132:10,
141:8, 154:9,
229:14

Impacted - 160:22,
160:25

Impacts - 124:11
Impediments -
77:23,197:7
Implication - 98:8
Implications -
193:12, 229:10
Implicit - 201:20
Implicitly - 206:2
Implies - 23:20,
25:12

Implying - 65:4,
183:3

Importance - 166:1
Important - 41:22,
42:4,80:14,
107:14, 118:3,
205:15, 229:1,
232:1

Imports - 12:19
Impose - 99:10,
150:17

Imposing - 193:7
Impression - 100:3
Improvement -
127:1
Improvements -
119:19

Inc - 84:22, 181:18,
208:5

Incentive - 151:14,
151:21

Incentives - 212:5
Incidents - 146:13
Income - 7:6,
131:14, 173:9,
173:10
Incompatible -
63:5

Incorporate -
191:8
Incorporated -
119:20, 191:23
Incorporating -
109:18

Increase - 17:6,
40:9, 45:3, 63:4,
93:7,115:13, 129:5,
129:12, 134:22,
134:23, 134:25,
138:17, 139:2,
166:20, 168:1,

Discoveries Unlimited Inc. (709)437-5028

Page 9




April 8, 2016 NL Power GRA 2016
168:2, 168:4, 212:7,225:19 202:2, 202:3, 187:21 228:8
168:7, 182:15, Initiate - 65:16 202:12, 207:19 Judges - 99:20, Learned - 103:21
183:5, 183:7, Injections - 222:2 Investor's - 107:7 131:12 Leave - 60:3, 60:23

187:17, 221:21,
224:11,224:13
Increased - 14:5,
47:18, 166:19,
176:5, 187:12,
190:10

Increases - 28:3,
64:3,118:4, 119:3,
120:20, 128:13,
168:11, 173:8,
230:9

Increasing - 17:10,
28:5, 40:5, 40:7,
63:22, 123:13,
168:1, 168:10,
223:15, 223:20
Increasingly - 77:5
Incredibility -
36:17

Incredibly - 12:6,
80:6, 108:8, 123:3,
123:8, 152:2,
222:15, 222:16,
222:18, 222:21,
222:22,224:15
Incremental -
120:7

Indefinitely -
203:17

Index - 43:13,
44:15, 214:3,
226:17

Indicated - 53:12,
134:6, 1354,
207:7,210:9
Indicating - 134:17
Indicative - 198:19,
214:21
Indisputable -
116:11

Industrial - 149:6,
228:21

Industries - 103:1
Industry - 47:8,
94:18

Inelastic - 129:1
Inevitable - 154:18
Inflation - 9:21,
9:22, 24:7
Influence - 199:19,
202:12, 202:16
Influencing -
199:23

Info - 101:1
Informed - 52:5,
67:21
Infrastructure -
133:6, 212:2,

Insensitive -
142:24

Insight - 102:14,
197:23

Institution - 218:3
Institutional -
176:8

Insulated - 77:7
Integrated - 57:16,
77:5,77:19, 787,
78:10, 79:18, 80:4,
80:15, 94:8, 95:5,
95:20, 95:24,
196:9, 196:17,
196:19, 196:21,
197:3, 198:5
Integration - 79:5,
79:9

Integrity - 150:6,
151:7, 153:1,
153:19, 156:15,
157:3

Intend - 96:22
Inter - 97:7
Interesting - 43:20,
92:19, 150:24,
182:21, 2043,
221:20

Internal - 56:17,
56:19

Intervened - 149:8
Intervention -
42:12, 79:23
Introduced - 4:9,
11:11

Introduces - 51:6,
129:20, 147:7,
147:13

Invest - 214:11
Invested - 78:2,
103:14

Investing - 77:8,
78:13, 162:19,
225:18
Investment -
163:7, 171:10,
175:4, 1755,
175:7,175:9,
175:11, 175:13,
176:16, 211:7
Investments -
77:24

Investor - 57:14,
102:7, 167:9,
230:18

Investors - 16:1,
16:15, 33:3, 43:23,
79:19, 86:1, 102:9,

Involve - 1644,
164:6, 164:8
Iron-113:13
Irresponsible -
226:4

Island - 57:9,
57:21,108:23
Isn't - 43:20, 66:10,
74:10, 138:13,
151:9, 201:14,
218:5

Issue - 44:2, 757,
144:14, 153:16,
170:10, 1746,
174:12, 174:22,
174:23, 1756,
175:14, 176:17,
177:5,177:12,
177:13, 178:14,
179:24, 181:12,
181:21, 199:23,
200:6

Issued - 35:23,
174:15, 176:1,
176:3

Issues - 52:4,
121:23, 122:15,
176:6, 178:11,
209:21

ltalian - 79:13
ltaly - 79:20

[ J

Jack - 138:15
Janet - 219:16,
223:11

January - 1:23,
2:6, 3:3, 3:21, 8:20,
56:12,71:5
Japan - 9:4, 12:7,
41:12, 110:23,
221:11

Japanese - 35:4
Jeopardize -
146:10

Jettison - 46:11
Job - 104:25,
119:11, 151:16,
158:3, 162:25
John - 219:18
John's - 130:16,
130:17
JOHNSON - 210:4,
210:6, 212:9
Judge - 24:3,
30:17, 32:6, 834,
98:11, 130:7,
135:24, 170:24,

Judge's - 210:19
Judgmental - 93:1
June - 96:5, 226:18
Junior - 142:12,
214:11
Jurisdiction -
119:22, 153:16,
181:13
Jurisdictions -
130:14

Justify - 77:2

I K |

Key - 20:22

Kick - 132:6
Kilowatt - 117:7,
118:15, 120:17,
130:13, 132:1

Kit - 162:10,
164:16

Knock - 110:16,
223:24, 229:14
Knocked - 11:12,
65:8

Knowledge -
125:18, 136:8
Knowledgeable -
125:7

Kv - 126:8

I L |

Labrador - 113:13,
113:17, 125:10,
125:16, 144:12
Lack - 153:21,
230:4

Lacking - 230:4
Laid - 99:16
Language - 37:17,
167:23

Large - 5:23,
12:18, 59:9, 87:14,
102:17, 102:24,
118:17

Largely - 180:1
Late - 230:3

Later - 75:2,
155:15

Latest - 5:2
Laughed - 106:18
LAURENCE - 1:12,
1859

Lawyer - 97:21,
180:21, 181:16
Lead - 222:2
Leading - 113:5
Learn - 228:7,

Led - 53:18, 54:21,
73:16, 113:3
Leeway - 99:7
Left - 49:6, 109:14
Legal - 100:1,
143:10, 178:20,
181:12, 181:19
Legislative - 147:8,
147:10, 152:8
Lesser - 73:5
Lessons - 103:21
Let's - 19:24,
22:22, 30:12,
30:13, 32:1, 36:20,
38:7,71:3, 75:3,
89:16, 112:24,
115:4, 118:8,
118:24, 124:12,
139:25, 140:8,
141:3, 143:3,
144:4, 144:16,
164:25, 165:17,
171:3, 180:14,
219:14, 2256,
225:7

Level - 9:15, 17:11,
36:16, 95:21, 113:7,
226:1

Levels - 192:11
Leverage - 161:12,
208:19

Liability - 220:21
Lights - 131:23,
142:14

Likelihood - 145:4
Limitations -
102:13

Limo - 227:20
Line - 5:4, 6.7,
25:1, 25:6, 30:16,
32:9, 71:23, 72:22,
72:23, 73:1, 75:20,
76:20, 82:5, 82:6,
83:3, 88:3, 126:9,
128:23, 131:11,
141:6, 143:8,
149:21, 158:19,
159:4, 1718,
171:12

Lines - 3:5, 20:2,
38:11, 49:8, 54:5,
158:22, 17739,
187:4

Liquid - 214:12
Liquidity - 12:1,
12:4,12:9, 221:17
List - 53:18,
212:20, 216:11

Discoveries Unlimited Inc. (709)437-5028

Page 10



April 8, 2016

NL Power GRA 2016

Listed - 79:11,
103:6

Listened - 123:5
Literature - 191:6
Litigated - 56:15,
56:18, 58:9, 76:11
Litigious - 97:19,
98:9, 99:5, 100:4
Lived - 168:25,
169:6

Load - 138:2, 149:6
Local - 114:24
Lock - 180:12
Logical - 41:5
Logically - 94:9
Long - 2:8, 3:9,
7:11,14:18, 23:21,
24:3, 27:1, 32:4,
32:12, 33:1, 36:2,
44:24, 47:20, 48:1,
55:7, 55:20, 62:4,
62:6, 66:16, 80:21,
80:24, 99:8, 105:1,
105:18, 1118,
132:10, 133:3,
143:24, 155:17,
155:25, 168:24,
169:6, 174:12,
174:15,175:22,
175:24, 1916,
192:11, 194.7,
194:12, 194:13,
194:15, 202:21,
204:10, 205:3,
210:23, 211:4,
215:15, 224:13
Longer - 77:6,
133:5, 144:23,
149:11, 192:10,
229:11

Looked - 14:17,
19:2, 25:23, 26:13,
56:9, 69:8, 76:7,
83:10, 86:12, 92:7,
97:21, 98:22,
121:20, 123:9,
131:19, 187:10,
188:9, 188:20,
189:3, 195:14,
205:6, 216:6
Looking - 6:6,
23:11, 25:3, 274,
27:11, 27:20, 27:21,
28:18, 30:1, 30:3,
35:1, 40:16, 43:5,
45:1, 53:16, 67:16,
71:12, 78:20,
79:21, 80:5, 80:10,
83:15, 85:18,
85:24, 98:8, 102:8,
105:5, 108:13,

111:7, 114:6,
123:10, 136:10,
145:10, 1548,
163:9, 189:11,
193:20, 196:5,
197:13, 198:20,
200:2, 207:20,
209:2, 211:17,
214:17, 216:5
Lose - 121:13,
124:15, 124:16,
134:5, 163:3
Loses - 1375
Loss - 120:24,
225:4

Losses - 14:6,
61:23, 225:8
Lost-112:17,
124:6, 140:16,
149:5, 213:16
Lot - 2:1, 35:16,
41:18, 44:13,
54:18, 65:8, 74:12,
74:19, 91:21,
101:20, 105:22,
109:3, 109:4,
131:24, 132:8,
136:8, 169:16,
170:11, 170:12,
175:10, 182:5,
197:2, 202:9,
208:3, 214:11,
218:4, 222:8,
224:14, 228:11,
229:6, 229:21
Lots - 200:13
Low - 6:8, 15:9,
36:17, 37:22, 83:8,
105:10, 107:11,
107:18, 154:11,
182:2, 186:14,
195:5, 195:23,
209:8, 211:22
Lower - 32:10,
32:13,47:4,52:13,
53:18, 54:22, 67:9,
68:11, 92:11, 94:3,
118:21, 133:20,
160:14, 162:23,
171:7, 180:2,
191:20, 207:6
Lowered - 51:3,
52:15

Macro - 78:12,
78:14
Macroeconomic -
5:23,12:16, 12:17
Madam - 185:8
Magnitude - 20:16,

124:7, 1266,
203:24

Mail - 202:6,
217:23, 218:7
Main - 77:11,
143:17

Mainline - 137:18,
138:1, 138:9,
138:23, 139:19,
139:21, 164:22
Mainline's - 149:10
Mainly - 79:14
Maintain - 102:22,
157:7, 157:13,
169:22
Maintaining -
153:18, 153:19,
157:3
Maintenance -
150:6, 1518,
153:3, 153:12
Major - 11:10,
11:24, 53:9, 63:24,
64:15, 65:10,
74:13, 97:8, 138:7,
191:16, 193:10,
193:16, 217:11
Make - 8:9, 9:13,
10:4, 17:11, 20:17,
38:18, 39:14, 41:5,
51:22, 55:18, 61:2,
66:16, 67:3, 677,
69:10, 78:1, 105:11,
105:18, 109:25,
110:4, 110:7,
110:25, 111:8,
119:7, 131:11,
143:16, 145:19,
146:18, 152:15,
171:1, 190:15,
191:9, 197:13,
199:4, 199:6,
200:2, 202:24,
203:4, 203:5,
203:11, 212:18,
213:14, 224:14,
224:19

Maker - 7:16
Makers - 12:20
Making - 39:7,
41:5, 41:16, 51:5,
60:14, 76:9,
105:22, 111:11,
142:18, 164:12,
193:8, 196:3, 204:1
Malls - 230:11
Man - 123:5
Manage - 135:18,
139:8, 141:10,
150:14, 1574,
157:22, 164:17

Management -
166:2, 169:22
Many - 5:18,
213:19, 213:23,
214:4, 214:8,
214:10, 231:3
Marcel's - 137:24
March - 25:14, 54:6
Marginally - 24:4,
33:18, 33:22
Mario - 219:16
Maritime - 109:1
Mark - 112:9
Marked - 23:2
Marker - 214:18,
215:1

Marketable -
171:15,171:19,
174:24
Marketplace -
193:22

Markets - 11:24,
13:24, 42:12,
48:12, 51:9, 63:6,
69:6, 70:24, 77:4,
77:19, 78:8, 78:17,
79:17, 79:24,
80:16, 94:8, 95:5,
95:7, 95:13, 95:22,
96:1, 109:21,
171:15, 171:19,
175:1, 196:9,
196:15, 196:21,
197:5, 217:11
Mass - 9:2
Massive - 11:13,
14:6, 42:11, 48:12,
70:22, 79:22,
95:21, 226:15
Matching - 178:14
Material - 26:10,
90:11, 135:17,
140:25, 141:1,
143:17, 14435,
166:18, 169:20
Materialize -
141:11, 142:11,
144:22, 145:4,
157:23, 162:9,
170:13
Materialized -
135:7, 136:12
Materializes -
164:12, 164:14
Materially - 136:24
Math - 39:13,
63:13, 63:17,
69:20, 69:23,
124:17
Mathematical -
34:1

Matters - 1:4, 6:17
Mature - 103:1
May/June - 55:13
Mcdonald - 29:18,
198:22

Mckenzie - 200:14,
200:16, 200:18,
201:6, 202:4, 202:7
Mcshane's - 91:19
Means - 95:23,
178:13, 1974,
200:20, 206:17,
225:10

Measures - 114:6,
149:5, 152:13,
162:11, 164:16,
164:19
Mechanical - 93:10
Mechanically -
105:14
Mechanism - 17:5,
27:20, 27:23,
44:23, 45:12,
45:15, 46:12, 484,
48:20, 63:1, 65:14,
98:14, 191:22
Mechanisms -
47:22, 56:10
Median - 82:14,
88:8, 89:13, 89:20,
90:24

Megawatt - 126:8
Members - 41:20
Memory - 1:23,
82:4

Mergers - 59:5
Message - 16:4,
16:9

Met - 102:17,
222:17

Method - 186:5,
186:12
Methodology -
38:9, 64:8, 69:18,
70:11, 84:3, 98:2
Metro - 180:18,
181:17
Metropolitan -
130:19

Mexico - 196:20
Micro - 230:23
Mike - 65:15

Mild - 122:6
Million - 117:18,
117:20, 124:8,
124:15, 124:16,
126:7, 126:8,
126:9, 126:10,
126:11, 126:24,
128:2, 159:13,
174:22, 175:6,

Discoveries Unlimited Inc. (709)437-5028

Page 11




April 8, 2016

NL Power GRA 2016

175:9, 176:13,
176:17,177:13,
177:14,177:20,
181:21, 182:15,
220:5

Mimic - 174:4
Mine - 222:14
Minerals - 113:12
Mines - 229:12
Minimal - 154:11
Minimizes - 120:20
Minimum - 9:14,
174:21,177:12
Mining - 214:12
Minor - 92:9,
92:14, 92:17,
126:16

Mirror - 178:1
Mirroring - 178:13
Misread - 86:15,
87:19
Mississippi -
219:18

Mistake - 81:18
Mistakes - 228:12
Mixing - 155:11
Model - 5:24,
12:16, 12:18,
15:22, 21:15,
21:17, 42:17,
64:22, 65:3, 97:12,
97:14, 102:2,
107:6, 107:9,
107:14, 107:15,
109:25, 110:6,
150:1, 191:5,
203:20, 204:17,
206:7, 206:18,
206:20, 206:22,
210:22, 211:6,
228:21

Models - 6:24,
16:10, 16:13,
42:14, 65:2, 65:3,
70:4, 70:6, 71:12,
71:13, 71:16,
71:18, 72:18,
75:13, 75:14,
105:16, 107:13,
110:6, 196:1, 206:1,
206:3

Moderate - 164:23,
209:18, 227:13

Money - 12:1,
132:8, 139:12,
163:3, 173:22,
175:10, 203:11,
219:24, 220:1,
221:7, 221:16,
224:15, 224:19,
225:9, 225:10,
225:13, 226:15,
227:15

Month - 40:10,
55:10, 223:16
Monthly - 104:2
Months - 23:18,
23:19,47:17,113:3
Moody's - 141:5,
141:7,143:8
Moratorium -
152:22, 152:25,
156:7

Moreover - 77:2
Morning - 1:15,
1:18, 1577,
185:15, 187:10,
232:7

Mortgage - 173:1,
173:11, 206:17,
206:22

Motivates - 108:13
Motivation - 60:4
Mountain - 69:10
Move - 3:24, 19:1,
111:12, 230:19
Moved - 4:16, 6:8,
62:11, 78:17, 79:5,
210:12
Movements - 95:9
Moving - 11:5,
109:6, 206:24
Much - 5:11, 30:6,
32:13, 32:18,
40:12, 78:7,
130:25, 1545,
160:13, 184:24,
198:21, 202:7,
212:10, 219:7,
224:18, 231:24
Multi - 75:13,
105:15, 203:20,
204:6, 204:13,
204:16, 205:6,
206:2, 206:6,
210:21

142:2, 144:8,
145:20, 170:4,
182:8, 183:4,
184:11, 209:19
Mystifying - 58:8

| N

Nalcor - 144:9
Narrow - 4:16,
6:14, 14:16, 18:12,
19:7

National - 76:21,
77:15,97:6, 97:10,
97:23, 110:21,
138:4, 138:8,
149:7, 149:13,
166:11, 166:24
Natural - 116:8,
149:2, 210:23
Near - 144:22
NEB - 77:2, 775,
7711, 77:16
Necessary - 68:1,
100:20, 149:16,
189:22

Needed - 138:9,
149:11

Needing - 28:21
Neither - 145:7
Net - 126:25

Nets - 220:21
Network - 231:7
New - 11:17, 15:6,
50:15, 108:23,
130:15, 159:16,
159:23
Newfoundland's -
146:14

Newtel - 108:21
Nice - 29:19, 80:13
Nickel - 113:16,
113:18, 227:4
Night - 100:23,
219:10

Nihilo - 220:1
Nine - 18:3
Nobody - 156:17,
221:17

Non - 95:18
Nonlinear - 129:17
Normal - 11:17,
12:22, 13:20, 15:7,
59:19, 68:12,

183:1, 186:11
Nortel - 106:15
North - 231:4
Northern - 109:3
Northwest - 149:2
Note - 51:1, 52:9,
52:14, 1418,
224:22, 2257
Notes - 210:11,
225:1, 2255
Noting - 169:8
Nova - 54:12, 57:9,
57:16, 57:20
Nowadays -
218:12

NP - 10:4, 53:19,
54:2, 56:1, 75:19,
135:2, 136:10,
140:9, 1434,
143:5, 147:1,
164:25, 168:20,
171:3, 188:10
NPCA - 131:8,
141:4

NP's - 141:15,
143:18

Nuclear - 198:6,
199:15

Numbers - 54:22,
87:15, 89:19, 92:8,
93:9, 106:4, 106:7,
106:8, 216:19
NYSE - 103:5

| o

Objection - 192:4
Objective - 22:4,
191:18
Observation -
51:4, 131:11,
156:11

Observe - 106:10,
112:16

Odd - 86:13, 88:1
OEB - 58:8, 59:3,
76:7,76:8, 76:18,
165:2, 192:1, 193:4
Offer - 51:18
Offered - 17:3,
27:17, 27:24
Office - 231:22
Offset - 119:2
Offsets - 118:3

Old - 123:5,
159:25, 160:3,
160:6, 175:22
Oliver - 205:16
Ones - 84:16,
141:25, 169:8,
175:22,197:23
Ongoing - 169:3
Ontario - 56:9,
56:14, 56:16,
56:21, 57:9, 58:2,
58:5, 58:20, 59:10,
59:22, 60:5, 98:19,
144:18, 151:12,
151:22, 166:12,
166:25, 230:20
Ontario's - 56:3
Open - 12:8,
183:23, 184:21
Opened - 227:19
Opening - 12:2,
41:17,63:11,101:3
Operate - 154:10
Operating - 118:4,
119:3, 125:12,
152:2, 154:3, 173:9
Operation - 34:6,
35:12, 36:5, 41:1,
68:15, 190:4
Operations - 151:5
Opinion - 51:19,
190:14, 197:11,
203:23, 212:21,
216:10

Opposed - 86:17,
135:24

Opposite - 46:14,
201:15
Optimistic - 5:10,
5:16, 23:16, 148:4,
148:8, 200:21,
200:24, 201:7,
201:12, 204:14,
206:16, 222:11,
222:21, 222:23
Order - 20:15,
21:7,38:17, 60:24,
69:16, 124:7,
126:6, 126:24,
138:9, 145:25,
150:14, 152:25,
164:17

Ordinarily - 166:19

Modernize - 212:6 Multiple - 71:8, . . S a. Ore-113:13
Molehill - 69:10 167:9, 167:14 123:14, 123:15, Offside - 37:17 Organization -
: 2 . 186:9, 186:24, Often - 136:20 )
Momentarily - Municipally - 59:20 . i . 149:24
_ - 192:10, 192:11, OGE - 84:23 7 )
210:9 Muskrat - 125:25, ) . i Original - 185:20,
_ : : 194:16 Oil - 112:18, ,
Moments - 185:13 126:15, 1278, Normalized - 113:11. 140:16 192:13
Monday - 232:6 128:12, 131:5, . ) e i Otherwise - 70:20,
194:6, 194:10, 140:21, 145:15,
Monetary - 13:4, 138:25, 140:8, . . . 87:24,161:6,
13:13, 221:4, 223:3 | 140:23, 141:8 194:12 145:22,147:23, 161:21
Y T ) e o Normally - 119:25, 2273 )
Discoveries Unlimited Inc. (709)437-5028 Page 12




April 8, 2016

NL Power GRA 2016

Outlier - 58:5,
73:11,73:14,74:6
Outstanding -
159:13, 175:18
Overestimates -
206:5, 206:18
Overnight - 43:5
Overoptimistic -
204:9, 204:11
Overriding - 98:8
Own - 215:13,
219:8, 2242
Owned - 57:14,
58:17, 59:20, 167:9
Owners - 160:4
Ownership - 95:18
Owns - 109:2

| P

Paid - 101:15
Pain - 143:12
Pales - 128:10
Panel - 41:20
Panels - 231:2
Paraphrasing -
98:22

Parcel - 163:7
Parent - 108:22
Parkinson - 202:5
Participants -
194:21
Particularly -
77:23, 95:21,
113:16, 160:12,
170:3, 173:3,
217:1,231:4
Partners - 11:10
Pass - 142:5
Passed - 144:2
Passes - 141:22,
156:1

Past - 86:6, 86:10,
104:1, 123:17,
128:3, 206:1
Pay - 102:20,
102:21, 107:11,
107:18, 137:9,
141:21, 141:24,
142:7, 142:22,
143:22, 154:12,
182:14, 218:10,
230:8

Payers - 182:10
Paying - 131:24,
132:5, 220:24
PBR - 150:15,
150:18, 151:1,
151:15, 152:19,
153:12

Pearl - 223:3
Pending - 126:13

Pension - 77:24
People - 6:3,
12:15, 18:4, 18:5,
37:5, 40:6, 43:5,
43:22, 130:8,
131:22, 131:25,
132:2, 138:14,
138:17, 139:3,
139:19, 145:13,
147:22, 148:10,
149:8, 159:9,
202:5, 216:8,
216:18, 217:6,
221:2, 221:13,
221:14, 222:9,
222:10, 222:20,
225:7, 2259,
225:12, 225:15,
225:22, 226:11,
229:8, 230:1,
230:5, 230:7,
230:10
Perceived - 164:15
Performance -
122:12, 136:24,
150:11, 151:21,
152:16, 164:6
Performs - 107:9
Perhaps - 14:13,
23:1,72:24,
151:25, 182:1,
185:22

Period - 3:21, 4:17,
15:8, 47:16,
104:15, 104:18,
104:19, 105:6,
106:15, 113:20,
135:2, 140:14,
182:7, 203:16,
204:7, 205:3
Periods - 78:20,
104:5, 121:1,
122:2, 122:3,
122:5, 122:6,
195:22,211:8
Permanent -
174:10
Perpetual - 171:14,
1727

Perrin - 67:19
Perry - 116:17,
182:15
Persistently -
187:19
Personally - 13:4,
169:15, 187:20
Person's - 220:20,
220:21
Perspective -
109:19
Pessimistic - 17:1,

28:2,61:17, 63:23,
64:2, 222:15,
222:16, 222:18
Peter - 223:1
Phelps - 67:20,
194:2, 215:13,
219:6
Phenomena -
132:8
Phenomenon -
47:23, 47:24, 80:6
Phrase - 99:2
Pick - 78:14,
121:19, 127:14,
160:15, 191:1
Picked - 204:20
Picking - 89:9,
227:20

Picture - 163:10
Pictures - 201:3
Piece - 20:22,
227:16

PIERCEY - 49:10,
165:18, 185:17
Pinnacle - 84:23,
86:5

Pipeline - 54:6,
137:19, 210:24,
2116

Pipelines - 97:7,
178:5, 178:24,
211:17

Place - 40:12,
154:3, 228:7
Plains - 84:23, 87:7
Planner - 222:15
Planners - 222:21
Plans - 78:5
Plant - 128:5
Plants - 198:6,
199:15, 228:18
Plated - 154:17
Play - 9:6, 142:13
Playbook - 201:2,
202:3

Playing - 132:6
Pleased - 101:5,
101:8

Pleasing - 228:22
Plug - 112:22
Plugs - 112:17
PNG - 1495
Pointed - 203:8
Pointing - 87:18,
95:4,118:12,
211:15

Policies - 178:22,
226:6

Policy - 7:16,
12:20, 13:5, 13:13,
94:24, 103:3,

166:11, 169:12,
221:5

Ponzi - 226:12
Poor - 114:13
Poorly - 107:10
Pop - 11:21, 54:2
Popped - 4:14
Popular - 223:5,
223:6, 223:8
Population -
228:23
Portfolio - 215:18
Portfolios - 14:7
Posit - 123:13
Position - 6:15,
6:23, 8:20, 135:23,
156:14, 170:19,
206:10
Possibility -
135:16, 147:13
Post - 16:10,
217:23, 218:7,
218:8
Postulating - 162:2
Potemkin - 226:13
Potential - 145:2,
150:19

Power - 46:16,
54:12, 92:16,
114:19, 115:5,
116:18, 117:19,
117:21, 118:18,
123:19, 124:1,
125:18, 130:13,
130:15, 1314,
133:18, 133:23,
134:9, 134:14,
134:18, 134:23,
140:13, 144:11,
145:8, 145:15,
146:19, 147:23,
148:11, 149:24,
150:3, 150:16,
151:3, 152:1,
162:14, 165:9,
171:9, 174:21,
175:17,176:11,
178:14,197:1,
198:1, 1984,
209:10

Power's - 19:5,
132:25, 133:5,
133:8, 133:10,
135:13, 159:9,
162:12, 173:1,
177:10
Practical - 171:5
Practice - 169:2,
182:13, 183:11,
183:16

Pre - 97:1

Precedent -
141:13, 148:23
Precisely - 214:2
Predetermined -
171:17

Predict - 130:7
Predicted - 223:18
Predicting - 104:25
Predominantly -
198:4

Prefer- 111:16,
200:12, 202:10
Preferable - 71:9
Preferreds - 36:1,
43:10

Preliminary - 1:3
Premise - 48:3
Premium - 7:7,
16:10, 16:13,
22:14, 30:17,
30:19, 37:14,
37:16, 37:24,
42:14, 42:17, 43:7,
60:1, 63:10, 64:7,
65:17, 66:10,
66:12, 67:4, 68:1,
68:4, 69:8, 69:17,
69:22, 70:10, 72:8,
81:7,92:23, 104:9,
105:15, 105:23,
106:17, 109:17,
187:2, 190:19,
190:22, 1944,
194:11, 196:1,
198:11, 198:12,
216:3, 217:4,
218:15

Premiums - 167:19
Prepare - 222:10
Prepared - 18:15,
52:10

Preparing - 201:1
Present - 218:17,
218:19

Presented - 63:11,
209:3

Presiding - 98:11,
210:19

Pressure - 126:15
Presumably -
10:14
Presumption -
142:17

Previous - 39:19,
78:19,98:7,107:5
PREVIOUSLY -
1:12, 136:11

Price - 43:10, 95:7,
95:11, 95:12,
101:16, 109:25,
128:13, 128:25,

Discoveries Unlimited Inc. (709)437-5028

Page 13




April 8, 2016 NL Power GRA 2016
129:1, 129:5, 118:21 127:6, 145:16, Quicker - 55:4 Reacts - 124:20
131:14, 131:16, Professor - 22:17, 145:18, 145:24, Quotations - 76:17 | Readjustment -
132:4, 132:9, 64:20, 64:21, 147:18, 148:6, Quote - 41:21, 113:5
132:18, 138:14, 98:23, 106:8, 148:9, 152:14 144:17, 168:21, Reads - 97:19
138:15, 138:17, 106:9, 106:22 Province's - 116:2 225:21 Ready - 169:24
139:3, 142:24, Professors - 47:7 Provincial - 60:4, Quotes - 111:3 Reaffirm - 183:19
145:13, 159:17 Profile - 103:4 97:7,97:9, 113:12, Reaffirmed - 56:12
Prices - 80:3, Profitability - 144:6, 1475, | R | | Realistic - 104:23,
112:19, 1134, 205:20, 207:21, 147:20, 158:23 . i} . 140:4, 230:22
113:7, 113:16, 213:16 Provision - 172:3, ?§;§;d231§182.11, Reallocate -
116:9, 119:5, 183:1, | Profitable - 224:16 172:10 . 139:17

. : . e Raising - 223:11
2275 Profits - 103:2 Provisions - Raloh - 64:20 Rearranged -
Pricing - 21:15, Program - 4:10, 173:18, 174:3 Ranp e- 4_'17 6:14 107:7
107:15, 110:6, 35:3, 41:13, 50:21, Proxy - 25:15, 10_8910_1(') 1’4_%7 ’ | Reason - 46:4,
191:5 58:21, 190:5, 84:13, 84:21, 18:3, 18:12’ 19j7 ’ 46:10, 51:12,
Prince - 57:9, 193:12 85:14, 89:3, 89:4, 27j1’2 3'8_1’0 445 52:21, 53:10, 55:1,
57:20 Programs - 8:23, 89:8 58:2 ,167:2 T 74:4,76:3, 85:11,
Principal - 64:6, 9:3, 34:23, 35:1, Prudent - 143:16 1853',20 1éé_3 117:24, 138:12,
64:11 35:6, 41:12, 70:23 Psychologically - o e 141:14, 202:16,
S . ) . 188:19, 189:2, :
Principally - Project - 125:23 130:9 19010, 194°5 212:21
137:24 Projected - 128:13 PUB - 19:24, 53:19, 195:5 ’ = Reasonable - 21:9,
Principles - 120:14 | Projections -211:7 | 56:1, 188:9 Ran- es - 187:2 22:4, 32:24, 374,
Printing - 219:24, Projects - 126:22, Public - 78:23, RanE ] 172,19' 52:6, 67:23, 85:5,
226:15 225:19 94:24, 180:23, Rapid - 11,'4 85:22, 99:9,
Probability - Prominent - 98:21 202:11, 207:22, Rapidl ) 1.09'6 104:16, 104:25,
223:17 Promise - 152:23, 211:2,212:19 Rafel ‘[214_1'3 149:15, 163:1,
Problem - 7:9, 215:20, 215:22 Publically - 217:17 Rate ya er B 184:4, 191:4,
40:11, 51:11,53:16, | Properly - 135:18, Publicly - 58:17 141 2p1 y142_6 199:4, 204:23,
63:17, 68:16, 93:4, 156:24, 186:6 Published - 131:21 148:14’ 148:2’0 206:8
110:8, 111:7, Property - 99:1, Pull - 24:24, 29:9, Raté é ers.- Reasonably -
115:18, 116:8, 163:17 62:17 141 _1p6 y141 04 34:15, 39:23,
130:9, 130:24, Proponent - 64:6, Pulling - 195:3 154112’ e 40:19, 102:24,
138:21, 140:20, 64:11, 64:15, 65:22 Purchase - 117:19, Raté avers' - 189:16, 191:24,
142:19, 157:4, Proposal - 180:12 117:21, 144:11 141'1p8 y 196:16, 196:17
168:16, 169:19, Proposals - 146:5 Purchasers - 176:8 Raté aver's - Reasoning - 20:13
179:1, 179:2, Proposed - 115:9, | Purchases-13:23 | 17 -2po v Reasons - 50:24,
184:22, 207:19, 115:11,115:13 Push - 209:10 Rather 504 208:24
211:1,211:13, Proposing - 180:3, | Pushed - 70:3 98:11 111'_23’ Recalibrated -
214:7, 228:15 180:4, 183:6 Pushing - 123:25 14'1 _1i3 14'1 '1,6 194:3
Problems - 16:10, Proposition - 95:6, | Puts - 23:17, 204:6 198:19’ Y Receive - 102:7,
16:11, 30:10, 35:22, | 120:18, 156:6 Putting - 150:2, Ratin -172:11 170:22
42:23, 44:14, 48:3, Prospect - 139:1 152:7,164:4 173_12 178-9 ’ Recent - 96:4,
79:19, 79:22, 80:1, Prospects - 170:7 183:18’ ~ 101:6, 101:13
108:12, 110:19, Protect - 147:19, | Q | . . . Recently - 153:14,
. : . . Ratio - 58:6, 58:14, :
120:23, 123:16, 148:5, 148:13, Qualification - 7317 84:1. 160:11 153:15
123:18, 128:3, 148:21, 149:5, . S Ape. "’ | Recession-11:8
126:17 167:4, 167:16, .
131:4, 141:12, 158:24, 162:15, Qualify - 70:14 167:17. 167:20 Recognize -
147:24, 153:17, 164:2, 164:19, . y o an i 104:24, 194:14
193:1 173:10, 183:19, .
181:19, 183:24, 182:9, 182:10 . . : ) Recognized -
. Qualitative - 123:1 184:6, 207:17, i - )
213:1 Protecting - - : 64:14,71:5,77:6,
) . Quantitative - 208:14 ]
Procedure - 148:16, 148:20 ) . : ) 177:10
) . 11:11, 219:12, Ratios - 59:15, .
139:16 Protection - . ) ) . Recognizes -
Pr dings - 14518 225:14, 226:14 65:5, 169:3 20421
oceecings ! _ Quarrelling - 87:17 | RBC - 5:2, 23:15, '
144:24, 207:2 Provide - 134:18, _ . . . _ Recommend -
. . Quarter - 5:5, 655, | 25:6, 26:23, 62:15, i : )
Proceeds - 208:20 172:20 . i . . 39:9, 45:14, 60:16,
: : . 86:16, 174:17 201:4, 202:2 : .
Produce - 97:24, Provided - 23:1, . \ ; . 91:15, 166:8,
) . ) Quebec - 40:2, RBC's - 5:9, 201:1 ] : )
122:25 52:20, 213:5 . . . . . 205:8, 209:1, 209:5
. . . 51:2, 52:15, 108:25 Re - 137:2,210:4 .
Producing - Provides - 102:14, | o o <tioning - React - 124:19 Recommendation
228:16, 228:17, 173:7 1411 9 130:8 Y -15:13, 16:20,
229:11 Province - 113:10 . e 17:9,18:22,19:9
. ) . ’ Quick - 83:22, Reaction - 80:1, ) " ’
Production - 113:14, 122:2, 92:23, 212:15 0055 52:8, 157:10,

Discoveries Unlimited Inc. (709)437-5028

Page 14




April 8, 2016

NL Power GRA 2016

157:15, 176:24,
177:1,177:2,
195:16
Recommen-
dations - 30:20,
98:24, 164:13,
171:1, 182:5,
207:1, 209:17
Recommended -
15:20, 15:21,
16:16, 48:20,
63:19, 70:20,
106:16, 197:15,
197:16, 198:23,
209:9
Recommending -
45:11, 46:17, 48:19,
63:2, 71:12,
184:18, 184:19,
184:20, 209:10,
209:13, 209:14,
209:16

Recover - 139:16
Recovered - 81:1
Recovery - 80:24
Red - 226:12
Redirect - 210:7
Reduce - 51:5,
59:6, 156:7, 183:6
Reduced - 54:11,
133:19, 135:13,
143:12

Reduces - 155:22,
177:11

Reduction - 93:12,
93:19, 124:13,
124:14,124:17
References - 9:13
Referrals - 98:6
Referred - 6:19,
7:15, 41:16, 81:10,
82:19, 101:3,
144:17, 165:1,
207:18

Reflect - 20:14,
190:5, 190:12,
191:12, 196:11
Reflection - 106:10
Reflective - 190:23
Reflects - 186:7
Refund - 182:3
Regarded - 206:5
Regie - 180:17,
181:17, 192:1,
193:5

Regimes - 76:24
Regular - 20:16,
230:18

Regulate - 168:17
Regulated - 32:24,
97:5, 109:8, 110:5,

137:11, 154:16,
168:15, 208:11,
208:13
Regulating - 97:7
Regulation -
150:11, 151:21,
152:17, 154:8,
164:6
Regulations -
79:15

Regulator - 20:17,
77:12,97:1,
136:25, 143:13,
148:24, 155:25,
158:10, 184:24
Regulators -
51:23, 52:4, 53:17,
71:7,72:3, 72:5,
97:8, 97:9, 97:10,
135:25, 218:18
Regulatory - 18:9,
20:24, 22:18, 31:11,
76:24, 96:24,
98:14, 99:13,
125:8, 125:19,
137:3, 141:9,
141:13, 145:17,
146:12, 147:8,
147:10, 152:8,
157:22, 167:10,
182:13, 183:11,
183:16, 184:14,
225:5

Reject - 204:15,
204:16, 206:20
Rejecting - 206:21
Rejects - 205:24
Relation - 29:15,
144:13, 210:9,
210:14
Relationship -
40:20, 40:21,
129:17, 130:1
Relative - 31:7,
140:16

Relatively - 4:20,
14:16, 128:25,
131:12, 176:7,
177:11,211:8
Reliability - 150:7,
151:8, 153:2,
153:3, 153:6,
153:20, 156:15,
156:16

Reliable - 83:6,
227:10, 227:11
Reliance - 40:12,
210:19

Relied - 211:9,
211:12

Rely - 5:23, 107:13

Relying - 147:5
Remain - 14:16
Remainder - 77:7
Reminds - 100:4
Remove - 117:20
Remunerated -
179:8, 180:14
Renew - 139:20,
139:21
Repeatedly - 61:16
Replace - 161:9,
180:4

Replacing - 128:4
Replicated -
228:11

Report - 8:2, 29:20,
114:2, 115:4,
185:16, 185:18,
185:20, 194:2
Reported - 86:10
Reporting - 87:13,
202:6

Reports - 219:9
Represented -
40:2

Requests - 76:12
Require - 22:16,
222:1

Required - 7:8,
103:22, 107:8,
174:22,189:12,
193:20, 215:10
Requirement -
143:10
Requirements -
178:18

Requires - 137:20,
180:23

Research - 191:18,
200:9

Reset - 35:24,
36:1, 43:1, 43:7,
43:10, 43:15,
44:12, 44:20,
171:17,171:23,
172:3, 172:9,
174:24

Resets - 43:1
Resource - 35:23,
116:9

Resources -
228:19

Respect - 74:13,
185:13, 195:16,
197:11, 199:20,
207:4,216:2
Respond - 229:8
Response - 20:4,
128:24, 168:1
Responses -
216:12, 216:13,

216:24
Responsibility -
51:17
Responsive -
158:10

Restrict - 181:19
Restricted - 95:19
Restriction -
162:17,173:2,
173:4
Restrictions -
79:14,172:24
Restructuring -
54:7

Result - 6:20,
15:12, 32:15, 61:8,
66:18, 70:12, 80:1,
80:2, 86:17, 119:5,
120:20, 129:2,
129:6, 131:5,
133:18, 135:12,
139:18, 163:1,
200:23, 2046,
207:3

Resulted - 40:13
Results - 56:11,
118:21, 192:18,
195:2, 200:3, 205:7
Retained - 205:22
Retire - 203:11,
215:20

Retraced - 77:17
Retractable -
173:20
Retraction -
173:19, 173:22
Return -7:1, 7:8,
79, 18:2, 327,
37:1, 37:4, 376,
60:19, 65:4, 67:23,
83:9, 85:23, 85:24,
103:25, 107:8,
110:3, 127:18,
133:11, 156:5,
165:3, 179:14,
179:17, 180:15,
180:24, 196:23,
197:1,197:4,
197:10, 197:24,
214:18, 215:10,
215:15, 217:3,
217:7,217:14
Returning - 27:19
Returns - 53:22,
76:22, 103:22,
104:25, 195:23,
203:7, 213:5,
215:16

Revenue - 117:18,
118:2, 1747
Revenues - 114:12

Reversed - 210:18
Reviewed - 187:9
RFI - 20:4, 72:23,
115:2, 134:13,
135:11, 141:5,
207:3

Rid - 225:6
Ridiculous -
130:16, 174:8
Riding - 230:11
Ring - 178:17
Rings - 163:23
Rise - 161:16,
161:18, 161:19,
161:21, 224:9
Rising - 201:13,
201:14

Riskier - 93:21,
198:3

Risks - 120:23,
122:8, 123:15,
130:22, 134:12,
135:6, 135:16,
135:18, 135:24,
136:10, 141:11,
144:19, 144:20,
145:7, 150:14,
152:5, 152:6,
157:16, 157:22,
162:2, 162:8,
164:18, 182:17,
182:23, 221:24
Risky - 123:3,
123:9

Road - 119:9,
227:21,228:2,
228:4

Roast - 32:3
Rocket - 218:5
Roes - 47:19, 51:2,
52:10, 52:13,
52:14,155:2,
167:2, 207:6, 209:8
Role - 158:23
Roll - 212:1

Ron - 74:16
Room - 3:2,
106:18, 205:18
Royal - 11:6,
200:15

Run - 95:8, 105:1,
105:17, 105:18,
132:10, 133:1,
133:3, 139:7,
154:11, 190:18,
194:12, 194:13,
202:21, 204:4,
204:10, 215:15,
215:16, 224:8
Running - 112:7

Discoveries Unlimited Inc. (709)437-5028

Page 15



April 8, 2016 NL Power GRA 2016
[ S | [ 62:23,86:12,115:7, | 157:16, 158:11, Shows - 3:20, Small - 73:6, 90:5,
S&P - 2144 115:8, 115:24, 162:4, 163:23, 70:21, 195:21 108:14, 176:2,

Safety - 225:2
Sales - 115:9,
115:11, 116:13,
116:19, 116:24,
117:2, 117:5, 118:2,
118:6, 118:15,
129:3, 1297,
129:13, 130:23,
137:5, 153:20
Samantha - 3:4,
6:4, 7:22, 20:1,
23:9, 24:3, 26:22,
49:6, 50:7, 53:20,
54:2, 56:1, 60:7,
62:16, 76:19,
81:21, 83:2, 89:16,
107:3, 115:5,
154:21, 154:23,
165:22, 1717,
172:9

Sample - 85:15,
89:3, 89:4, 89:8,
89:9, 89:18, 91:19,
91:20, 92:2, 92:4,
93:11, 108:15,
109:5, 110:19
Samples - 84:12,
89:15, 91:17
Sanders - 225:23
Saskatchewan -
112:21, 112:24
Satisfactory -
145:23

Savings - 150:20,
228:22

Saw - 11:3, 69:8,
92:7,92:10, 95:9,
95:10, 99:13,
107:6, 138:1,
149:1, 149:6,
192:21

Scale - 5:23, 12:18
Scenario - 106:6,
152:12, 230:22
Scenarios - 123:13
Schedule - 4:9,
25:9, 35:2, 2139
Schiff - 223:1
Science - 218:5
Scotia - 54:12,
57:10, 57:16, 57:20
Screen - 63:14,
66:9, 111:4, 114:3,
115:25, 128:21,
155:1, 169:10
Scroll - 20:1, 54:3,
165:22

Second - 5:5,
30:13, 50:12,

119:16, 128:23
Sector - 78:23
Securities - 11:15,
11:20, 12:22, 35:8,
78:4,79:11,79:15,
79:16, 95:19, 110:1,
174:5,197:6
Security - 7:6, 80:3
See - 3:6, 3:22,
5:13,17:10, 26:13,
29:13, 31:7, 35:15,
36:20, 39:19,
40:10, 43:16, 45:3,
47:7,52:19, 53:21,
54:4,57:5, 68:13,
81:15, 83:19,
86:23, 96:18,
110:24, 117:17,
123:22, 123:23,
130:17, 1348,
134:20, 143:15,
147:23, 147:25,
148:10, 155:3,
171:4, 1758,
179:22, 1827,
184:10, 190:10,
192:19, 196:6,
200:22, 205:1,
207:22, 211:21,
215:14, 218:21
Seeing - 40:7,
90:11, 94:13, 94:15,
187:11, 188:6,
226:5

Seen - 27:3, 28:22,
43:5, 72:16, 77:22,
93:6, 122:17,
146:22, 1473,
158:10, 214:7,
223:16

Sell - 95:12,
118:15, 137:10,
214:14, 223:5,
223:6, 223:7
Selling - 59:23,
59:24,95:19,
230:20

Sells - 95:6
Semantic - 38:2
Sensitive - 131:14,
132:18, 191:9,
193:9

Sent - 194:2
September - 23:17
September/
October - 57:1
Sequence - 55:8
Sequential - 67:15
Serious - 147:18,

163:25, 164:15,
170:11, 192:3,
224:4, 226:5, 230:5
Seriously - 137:1,
146:14, 192:8
Serve - 137:23
Service - 120:5,
218:3

Services - 2117
Set - 29:10, 31:12,
32:8,49:17, 70:7,
89:19, 144:13,
156:24, 162:25,
167:18, 172:22,
178:18

Setting - 42:17,
203:3

Settlement - 58:12,
151:23, 152:20
Seven - 18:3,
78:11,78:18
Several - 13:6,
62:3, 102:16, 127:2
Severe - 146:13,
155:13

Shanghai - 226:17,
227:23, 227:24,
228:5, 228:11
Shape - 112:13,
212:8

Share - 93:5,
114:6, 143:12,
171:11, 172:21,
172:23, 173:5,
173:20, 174:23,
177:13, 178:15,
179:9, 189:18
Shareholders -
141:15, 149:13,
163:11

Sherwin - 163:15
Sherwood - 123:7
She's - 223:18,
223:19

Shift - 71:6, 72:6
Shifting - 72:2
Ship - 139:21
Shock - 132:9,
145:12, 150:12,
152:15

Shop - 203:10
Shorter - 105:6
Shouldn't - 154:2,
191:19

Show - 20:15,
83:24, 205:1
Showing - 67:4
Shown - 162:17,
187:4

Side - 60:17, 126:7
Significant - 43:12,
44:19, 78:23,
102:14, 123:18,
126:21, 130:18,
138:1, 140:19,
145:12, 147:2,
157:19, 158:7,
166:10, 169:20,
193:7, 200:9
Significantly -
84:1, 91:6, 153:5,
202:21, 211:3,
213:11

Similar - 29:16,
55:19, 77:1, 79:21,
172:5, 173:3,
173:15, 1741,
205:19, 225:23,
226:6

Simple - 32:6,
32:10, 66:20,
67:13,71:13
Simply - 12:23,
32:12, 34:23, 38:3,
39:13, 42:14,
61:19, 72:5, 73:14,
86:15, 93:5, 110:10,
153:22, 153:24,
172:10, 190:17,
191:5, 191:7,
201:21

Sit - 148:24, 164:18
Sits - 136:5, 146:24
Sitting - 136:1
Situation - 2:4, 2:5,
40:4, 42:10, 79:3,
114:4, 114:14,
114:20, 124:2,
140:13, 142:10,
149:23, 164:14,
181:23, 182:21,
186:13, 209:17
Situations - 107:12
Six - 28:6, 47:17,
61:14,78:11, 78:18,
187:20

Size - 177:11,
177:12

Skip - 20:7, 54:8,
84:15

Sleet - 155:13
Slide - 62:17,
154:21

Slightly - 32:10,
68:11, 69:9, 94:2,
94:10, 161:2,
198:18

Slow - 78:22, 79:22

177:11,200:17
Smaller - 110:20
Smartest - 230:19
Smith - 117:15
Smith's - 116:15
Soft - 173:21
Solar - 231:2,
231:14, 231:19
Sold - 137:8, 176:7
Sole - 210:19
Somewhat - 67:6,
68:5, 207:6

Son - 132:6,
231:19
Sophisticated -
74:23

Sorts - 98:6,
100:17, 198:7,
2125

Sounds - 2:12,
38:23, 123:3,
227:16

Source - 118:19
Sources - 212:20
Spare - 112:12
Spark - 112:17,
112:22

Special - 74:18
Specific - 109:3,
149:2, 181:19,
205:7, 206:11
Speculative -
1453

Spend - 76:18,
100:14, 114:12,
139:12, 221:14,
225:10, 225:13
Spending - 139:11,
221:4,221:15
Spiral - 133:4,
137:14,137:17,
138:12, 139:2,
142:10, 143:8,
147:25

Spread - 23:20,
24:19, 25:8, 39:20,
40:1, 40:16, 68:14,
189:23, 224:6
Spreading -
118:16, 120:19
Spreads - 33:12,
33:18, 33:22,
47:17, 53:14,
191:2, 191:17,
191:24, 192:3,
192:9, 193:3,
224:12

Spring - 11:4,
13:20, 43:4, 44:8

Discoveries Unlimited Inc. (709)437-5028

Page 16




April 8, 2016

NL Power GRA 2016

Squeeze - 151:6
Squeezing - 151:2
St -130:16, 130:17
Stability - 166:1
Stable - 40:20,
102:20, 103:2,
165:9, 211:22
Staff - 56:17
Stage - 29:11, 71:6,
203:20, 204:13,
204:17, 205:7,
206:3, 206:7,
206:18, 206:22,
210:21

Standard - 12:17,
64:22, 95:9, 99:10,
139:16, 164:22,
169:2
Standardized -
59:4

Start - 2:4, 66:15,
81:19, 107:25,
111:12, 120:14,
201:7,201:12,
214:16, 214:17,
223:11, 229:8,
229:11

Started - 11:5,
11:16, 24:23, 65:1,
70:22, 108:18,
195:20, 216:5,
218:9

Starting - 3:8, 3:9,
24:14, 27:22, 40:8,
49:19

Starts - 116:2
Statement - 169:5,
169:10, 171:20,
172:12, 172:14,
172:15, 174:20,
175:14, 179:23
Statements -
75:11, 227:8
Statistic - 106:21,
113:22

Statistical - 52:12
Statistically -
17717
Statistician -
106:5, 106:20,
129:11, 129:15
Statistics - 106:19
Stay - 16:5, 230:12
Steady - 102:23
Steel - 228:17,
229:5, 229:12
Steps - 77:17,
147:18, 148:5,
148:13, 161:3
Steven - 123:7
Stock - 4:10,

43:14, 44:14,
90:18, 103:14,
201:24, 214:8,
217:3

Stocks - 35:23,
78:14,79:13,
79:14, 107:10,
200:22, 213:19,
214:12, 219:2
Stop - 24:8, 35:5,
38:17, 39:10,
41:12, 104:7,
132:5, 133:9,
143:19

Storm - 155:13
Storms - 122:5,
122:6

Straight - 93:9,
198:13, 204:12,
225:21

Straits - 225:11
Strand - 231:7
Stranded - 149:11
Strange - 64:23
Stream - 11:9,
13:10
Streamlined -
97:13

Street - 202:8
Strength - 169:24
Stressed - 32:22
Stretch - 96:1
Stretching - 164:9
String - 103:16
Strong - 116:10
Struck - 97:17,
200:24
Structural - 152:17
Structure - 152:9,
164:8, 165:5,
165:7, 165:9,
166:2, 166:21,
168:8, 168:9,
168:18, 169:14,
169:18, 169:23,
174:3, 174:11,
175:19, 180:3,
182:16, 184:9,
208:3, 208:4
Structures - 59:18,
166:9, 166:17,
168:24, 169:6
Struggling - 116:2
Stuck - 109:5
Students - 213:22,
218:9

Studied - 131:16,
132:12, 132:20,
144:14, 176:21,
181:12

Study - 131:20

Subsequent -
144:24
Subsidies - 231:3
Substantial - 31:24
Substantially -
1:24, 69:7
Sudden - 11:13
Suddenly - 11:19,
44:2 1376, 140:25
Suffer - 147:2,
225:3, 225:8
Suffered - 153:5
Sufficiently - 77:1
Suited - 102:19
Summary - 29:20
Supplement -
219:8

Supply - 137:22,
139:14, 145:12,
229:8

Support - 52:17,
133:5, 172:20,
231:19
Supposed - 51:8,
57:23, 134:3,
134:4, 1749,
174:10

Supreme - 97:19
Surely - 51:23
Surprised -
132:15, 153:9,
163:19
Surrebuttal - 4:23,
62:15, 158:18
Surrounding -
37:3, 68:21
Survey - 190:19,
216:1, 216:11,
216:18, 216:21
Surveys - 216:8
Suspect - 8:24,
19:14, 42:14,
43:13, 43:14,
58:23, 92:15,
110:13, 113:17,
122:7,124:1,192:7
Sustainable -
102:23, 205:16,
205:20, 205:23,
206:6

Swing - 40:14
Swings - 40:10
Switch - 147:22,
228:20

SWORN - 1:12
Symmetrical -
134:4

System - 12:23,
99:19, 112:10,
126:2, 126:17,
127:1,127:24,

145:14, 150:6,
150:12, 151:8,
152:16, 153:1,
153:2, 153:5,
153:18, 156:15,
156:16, 221:13,
221:24, 222:5,
223:12, 2258,
226:20

I T |

Table - 54:3, 86:15,
87:19, 88:1, 104:7,
201:5, 208:18
Tabs - 204:20
Taking - 17:15,
36:19, 39:4, 63:20,
86:15, 90:10,
105:12, 184:5,
184:9, 199:14,
221:17

Taper - 204:9,
211:19

Tapering - 210:21
Taps - 12:3, 12:5,
12:7

Target - 194:13
Task-5:18

Tax - 9:21, 77:24,
78:4,164:7,173:8,
184:8

Taxes - 77:23

TD - 219:6
Techniques - 65:8
Telephone - 97:6,
108:21, 108:23,
108:24, 108:25
Telling - 43:22,
156:20, 156:25,
158:12, 181:16,
202:3, 202:4
Tells - 129:12,
183:17
Temporary - 47:23,
47:24,132:8

Ten- 14:14, 58:12,
77:20, 113:6, 203:2,
204:13, 204:16,
206:17, 206:21
Tended - 134:22
Tens - 230:13
Term- 11:6, 23:21,
24:3, 59:16,
144:22, 14423,
171:14,174:12,
174:14,174:16,
194:7,194:15,
210:23, 211:1
Terms - 8:23,
21:13, 37:5, 37:23,
50:19, 53:8, 55:8,

58:6, 58:7, 71:14,
72:7,109:11,
114:16, 121:21,
122:11, 151:1,
153:6, 168:8,
169:18, 1727,
173:17,176:3,
184:14, 196:5,
197:9, 198:8,
199:10, 199:12,
202:14, 207:16,
208:13

Terribly - 105:5
Test-17:11, 21:23,
25:17, 26:15,
27:21,27:22,
32:14, 61:9, 61:10,
62:23, 105:6, 1184,
119:1, 121:1, 121:7,
121:12, 145:5,
157:17, 157:20,
170:5, 184:23,
187:11, 188:6,
209:20
Testimony - 18:16,
25:2, 30:14, 31:14,
32:11, 49:7, 49:13,
50:8, 65:6, 74:20,
81:16, 108:20,
116:15, 1374,
140:19, 141:17,
149:4, 150:25,
152:24, 1577,
158:18, 201:1
Tests-71:8
Textbook - 100:9,
101:4

TGI - 73:3
Thailand - 196:20
That's' - 8:8

Theft - 99:1
Theory - 188:2
There'd - 14:6,
71:6, 72:6, 208:14
Therefore - 30:16,
182:24
Thermostat -
142:14

Thesis - 10:14
They'd - 213:23,
214:5

They'll - 106:20,
170:22, 214:12
They've - 12:4,
12:7,12:16, 56:11,
59:13, 59:14,
174:2, 187:19,
194:3, 198:5,
198:6, 198:7,
201:4, 204:22,
205:21, 207:23,

Discoveries Unlimited Inc

~(709)437-5028

Page 17



April 8, 2016 NL Power GRA 2016
212:1, 229:2 164:22 Typically - 171:18, 166:17, 192:10, Versus - 2:5,
Third - 1:20, 101:5 Transcript - 3:3, 179:23 196:2 67:17, 80:4, 150:6,
Thirty - 23:6 7:23,29:12, 71:21, Unlikely - 15:6 151:7, 156:15,
THOMAS - 210:4 82:4, 116:16, | U Unlimited - 142:21, | 197:19, 230:10
Thousands - 117:16 UBC - 74:18 143:21 VICE - 111:22
216:12, 230:13 Transfer - 397, UK - 220:13 Unreasonable - Video - 132:6,
Threat - 150:1, 60:15 50514 2.28"14 143:14, 203:6 142:13
183:3 Transmission - 22915 ’ o Unreasonably - View - 9:14, 15:17,
Threatens - 139:15 | 126:9, 212:2, 231:7 UmBreIIa - 16711 37:22 18:9, 77:7, 79:2,
Thru - 143:18, Treasury - 113:12, . ' Unregulated - 103:13, 114:7,

X i Unadjusted - . :

144:5 174:17 18513, 186:22 144:10 173:15
Tied - 47:20, Treat - 97:5, 187:3 ’188'3. ’ Unusual - 3:7, 3:8, Views - 6:3
196:23, 196:24 173:21, 173:24, 188:8’ 188:1;5 3:13, 3:14,121:25 Vividly - 151:11
Timeliness - 54:20 2277 189:1’ 192j22’ Unwilling - 99:10 Volatile - 35:16,
Times - 5:19, Treated - 172:10, Unbiased - 51:18 Unwind - 35:7 44:10
54:16, 114:11, 179:7 Uncertain - 45'_21 Unwinds - 41:13 Volatility - 40:9,
114:13, 165:1 Trend - 230:18 Uncertainty - 3'7_2 Updated - 27:4, 40:14, 40:21,
Timing - 55:3 Tribunal - 98:11 49:21 60'11 63'é * | 62:15 43:13, 43:19, 44:2,
Tiny - 59:6 Tribunals - 99:7 68:21’ 7021 6’ o Upgrade - 160:15 53:13, 93:7
Tired - 216:18 Trick - 214:5, 221:1 125_2’1 1;13_‘13 Upshot - 122:10, Volume- 11735,
Today - 4:18, 8:20, Tries - 150:5 147j9 ’ = 122:16 117:9, 117:11
17:16, 30:2, 43:23, Trillion- 11:14, Unc-omfortable- Used - 2:21, 22:24, | Vote- 148:10
90:13, 93:12, 11:19, 35:8, 220:9, 3417 53:12 24:8, 32:11, 33:11,
189:8, 189:10, 220:13, 220:14 Unconstitutional - | 39:11: 39:14, 4133, | W |
189:12, 199:21 Trouble - 224:4 . 62:3, 62:14, 64:8, . . )

i . : 98:24 : : ' Wait - 57:4, 184:10
Took - 89:3, 149:4, Trust - 99:12 Underestimate - 65:1, 68:18, 68:20, Waiting - 9:5. 10:2
149:14,197:17, Truth-67:12 196:1 77:15,78:1, 84:21, 10:12 91]0_1('5’ -
197:18, 198:24, TSE - 213:5, Underlined ) 91:17, 97:5, 10119’ 14j10’
207:1 213:20, 213:23, . 160:20, 164:23, i r G414 6.

) : ) 143:25 ; : 28:14, 81:1, 81:2,
Tool - 162:10, 214:1,214:18 Underlving - 48:3 199:20, 202:17, 185:21_293:2
164:16, 164:23 TSX - 214:3, 2149, 1028 ying - 203:2, 213:22, Walll-é02'8.
Tools - 138:9, 214:20, 214:21, ) 215:4, 226:2 . =

i ) ' Understands - i 218:23
141:10, 145:23, 215:19 . User - 130:13 .

) : ) 106:23 . Wants - 156:18,
149:16, 150:13, Tubes - 128:4 . Uses - 188:16, .

) : . ) Understood - 33:6, . 231:19
157:22, 160:19 Turbine - 126:8 . 218:1 .

159:20 ; Warm - 230:12
Top - 7:24, 26:21, Turn-30:12, Unemplovment - Using - 2:23, Warned - 75:12
30:15, 73:1, 84:13, 124:11, 131:22, 78:04 ploy 26:24, 33:1, 37:18, Warrant - 16-'6
89:17, 128:22, 137:6, 142:14 L . 41:18, 65:5, 83:5, ; "

] } Unfair - 143:14 . i Wasn't - 49:13,
205:12 Turned - 12:4 Unfortunately - 103:22, 104:1, 1411. 1538
Topic- 75:3 Turns - 9:6, 86:4, . . y 179:20, 186:24, il =

s . : 114:9, 114:10, : : 205:17
Toronto - 5:15, 86:23, 87:23, : . 197:23, 208:8, )
) ) ) ] 137:22, 154:14 ; Wasted - 100:22
43:14, 44:14, 124:10, 191:13 . ) 229:3 )

. ) ) Uni - 109:2 e, ] Watched - 11:10

130:18, 187:23 Twenty - 77:21 . . Utility's - 148:25, .
) . ] ) Unicor - 109:2 ) Waters - 64:21
Touched - 22:23 Twist - 34:6, 35:12, . . 164:10 .
. ) . . Union - 58:11 o ) Wave - 71:15
Towards - 6:9, 36:5, 41:1, 68:16, . i Utilized - 138:6 )
) ) . i Unit - 118:18 Web - 230:14
72:3,79:5,105:13, 190:4 - . ' i

i . gl United - 94:11, We'd - 28:20,
115:10, 195:3 Two- 4:1, 4:2, ) = oo | Vv | _ .
Towers - 6719 9:21 1191 1711 95:17, 96:5, 97:2, 66:21, 88:12,

A o opar madn 97:18, 98:3, 98:17, Validate - 195:15 89:19, 89:24,
TQM - 76:20 33:8, 36:16, 36:19, . i . ) ] i
. : : ) 100:2, 100:4, Valuation - 102:15 111:23, 124:15,
Tracked - 113:18 38:9, 45:4, 49:21, ) : Val 1 61-04 2031
Trade- 71 376 5415 5810 103:5, 108:13, alue - 60:1, 61:24, 03:10
153:18 B 61:22’ 62:23, 109:7, 137:25, 103:14, 103:15, Weekly - 104:2
Traded -95:16 77j20’ 78:8 ,79'8 141:14, 199:10, 103:18, 207:16, Weigh - 184:13
20793 214j13’ 84:12, 95j7’ = 211:24, 212:4, 208:14, 221:23 Weighing - 203:22
Tra&in’ i 11‘_10 10..2'2’2 164’_1 212:6, 216:13, Values - 85:20, Weight - 73:4,
1975 g T 112j17’ 120:8’ 225:24 223:20 73:5, 73:7, 73:20,
Traﬁs anada - 120j13’ 139:6’ Units - 118:17, Variations - 92:9 74:2,108:1,
546 1009_6 110-18 187:11’ 187:1:’3 128:4, 139:4 Variety - 52:4, 108:10, 204:6
g . T = oon University - 5:15, 145:23, 1745 We'll - 3:2, 5:13,
137:17,137:18, 188:5, 188:6, . . . ) . .
1381, 149:12 188-24. 1909 187:23 Vary - 40:24,104:6 | 6:8, 22:2, 22:6,
149:16, 164:21, 51811 Unless - 16:17, Varying - 106:16 25:4, 53:20, 54:8,

105:11, 166:9,

Venture - 214:10

57:4, 70:6, 80:21,

Discoveries Unlimited Inc. (709)437-5028

Page 18



April 8, 2016

NL Power GRA 2016

82:4, 96:20, 98:2,
101:1, 110:14,
127:14,147:21,
147:23, 150:19,
173:23, 227:15
Weren't - 46:19,
47:1,106:16
West - 84:23, 86:5
Westar - 84:24
Western - 228:12
We've - 4:16, 9:2,
11:23, 11:24, 12:6,
14:9, 19:2, 22:24,
27:3, 28:1, 28:3,
28:17, 28:22, 42:11,
43:5, 53:9, 54:18,
55:11, 65:7, 65:10,
68:24, 69:5, 78:12,
93:6, 109:9, 122:2,
122:3, 1224,
122:5, 122:7,
128:3, 135:6,
138:5, 143:20,
145:19, 153:16,
156:17, 162:2,
189:7, 195:24,
213:15, 223:16
WHALEN - 111:22
What's - 3:7, 5:24,
39:2,41:10, 45:1,
48:5, 48:10, 67:20,
78:16, 80:13,
80:14, 106:23,
109:20, 128:11,
151:17, 151:18,
151:19, 197:19,
205:15, 208:7,
217:2, 219:15,
219:23
Whatsoever -
11:23, 148:23,
164:13, 204:18,
205:2, 208:15
Whereas - 48:20,
63:1, 137:11
Where's - 78:15,
184:13

Whoa - 131:24
Whole - 25:16,
58:2, 83:7,92:8,
129:20, 152:8,
170:15

Who's - 222:14
Wide - 12:8, 167:2,
210:22

Wider - 222:4
Widget - 137:8
Widgets - 137:10
Will - 10:17, 25:13,
31:10, 56:7, 62:21,
64:18, 80:10, 91:11,

99:14, 1217,
129:2, 129:6,
129:15, 135:23,
136:7, 136:20,
145:4, 149:25,
150:4, 155:3,
158:6, 159:17,
161:16, 161:18,
170:7, 170:9,
170:11, 170:19,
170:24, 184:13,
188:5, 194:14,
203:13, 223:23,
224:12, 224:14,
226:19, 227:15
Wind - 231:15
Window - 207:19,
207:20

Winter - 64:20,
122:5, 122:6, 128:3
Wipe - 149:11
Wish - 48:24
Witness - 29:19,
51:17, 74:20,
98:21, 205:1
Witnesses - 74:22,
76:14, 122:25,
123:6, 135:5,
136:13, 170:24
Won't - 223:24
Word - 136:19,
169:8

Words - 10:19,
36:12, 41:3, 50:10,
66:15, 67:2, 67:8,
69:21, 72:1, 163:19
Work - 60:3, 147:9,
192:5, 219:8
Worked - 13:5
Working - 13:5,
56:17, 63:6
Works - 98:14,
99:19, 102:24
World - 12:3, 12:8,
42:13, 77:8, 78:24,
81:2, 150:10,
192:16, 203:8,
229:9

World's - 13:12
Worried - 114:23,
220:22, 220:23
Worry - 220:19
Worse - 8:24,
108:3, 124:11
Worth - 11:14,
11:20, 35:8, 175:7,
176:17, 181:22
Wouldn't - 3:6,
19:4, 43:24, 45:14,
51:22, 64:11, 73:23,
85:8, 90:21,

147:12, 153:24,
154:16, 181:3,
208:12, 214:2,
223:1, 224:8, 2276
Wow - 97:22
Write - 83:4,
103:21, 1075,
149:9

Writing - 26:22
Written - 100:10

Wyman - 18:5,
205:16
I Y |

Yahoo - 86:10,
218:1, 2185
Years'- 19:16,
19:21, 110:14,
152:12, 184:22
Year's - 80:20
Yellen-219:16,
223:11

Yesterday - 6:19,
10:3, 41:17, 62:17,
63:11, 104:14,
113:20, 151:1,
155:1

Yield - 6:18, 7:11,
18:15, 23:18,
23:21, 24:5, 25:12,
32:4, 32:13, 33:2,
36:2, 44:24, 47:20,
62:4, 62:6, 66:16,
159:17, 192:11,
194:7, 194:10,
194:13, 214:21
Yields - 3:10, 24:4,
36:16, 39:4, 42:15,
43:11, 48:1, 48:2,
52:12, 80:21, 93:6,
94:16, 189:18,
194:15, 195:23,
198:16, 198:20
Yong - 226:19
York - 130:15
You'd - 27:5, 69:21,
69:23, 103:11,
165:23, 215:21
You'll - 3:6, 29:13,
54:4,101:4, 1018,
117:21

You've - 17:15,
28:17,29:4, 36:12,
39:5, 39:11, 39:14,
41:3, 43:21, 43:24,
50:6, 50:15, 53:2,
63:10, 64:8, 68:18,
69:6, 94:23,
121:20, 124:9,
135:10, 142:18,
152:24, 163:12,

169:10, 189:21,
195:2, 198:12,
207:7,208:24,
214:24

| z

Zero - 106:14,
106:16, 192:12

'09 - 46:22

14 - 23:11

'90s - 140:14,
140:19, 156:22,
165:13

'I've - 8:8

"Well - 8:7

[ 0

0.04 - 86:7
0.1-115:14
0.2-129:6

005 - 19:24

01 -26:10

026 - 168:20

034 - 53:19, 56:1
036 - 131:8
050-171:3

061 - 141:4

062 - 143:4, 165:1
064 - 188:10

079 -75:19,111:4
082-10:4

[ 1

1.2-25:10,41:2
1.3 -36:5, 39:12,
41:1, 41:4, 441
1.5-41:3
1.8-23:18

1:00 - 215:2
1:15p - 230:16
1:17 - 232:8

10 - 23:17, 25:6,
25:10, 29:12, 78:3,
129:13, 131:11,
143:8, 177:15
10:00 - 64:16
10:15-81:4

100 - 44:6, 108:10,
126:7, 126:24,
174:22,176:12,
176:15,177:13,
177:14,177:20,
192:6, 192:9,
197:17,197:18,
198:24, 205:14

1000 - 130:13,
132:1

11-83:12, 1874,
198:17, 210:17
11:00- 127:17
11:34- 127:18
117-3:5
119-126:7

12 - 23:19, 29:23,
58:9, 72:22, 128:1,
187:5

12:00 - 154:19
12:15-170:1
12:45 - 200:4
120 - 95:9

13- 32:9, 71:23
13/14 - 203:6
130 - 34:12, 34:16,
37:6, 53:11, 193:13,
193:15

14 - 55:16, 72:23,
81:17,84:11, 141:6,
158:22

15-20:2, 81:21,
81:24, 131:20,
158:23, 165:14,
198:9, 227:2
15,000 - 229:18,
230:1

150 - 44:6

16 - 158:18, 210:22
17 - 25:1, 83:2,
83:17,159:4,211:4
175-191:14,
192:20, 193:2

18 - 83:3, 113:3
184 - 126:10

18th - 3:3

19 -3:5,73:2,
75:21,177:9
1983 - 2114,
211:11

1985 - 108:19
1988 - 227:18
1990s - 134:19,
141:1, 153:4,
154:24, 155:3,
155:16

1991 - 1564

1993 - 65:12, 83:13
1994 - 65:11
1996 - 156:4
1999 - 1534

I 2 |

2.05 - 25:9
2.2-14:18, 23:19
2.25-30:18
2.3-29, 2:19,
3:10, 3:22
2.5-115:13

Discoveries Unlimited Inc. (709)437-5028

Page 19




April 8, 2016

NL Power GRA 2016

2.7 -3:10

2.8 - 21:23, 23:22,
25:23

2.81 - 25:18, 25:22,
32:2,63:13

20 -2:22,18:17,
29:3, 38:19, 39:1,
49:8, 61:2, 62:16,
63:14, 67:2, 68:6,
131:20, 187:14,
208:22, 219:10,
227:3

2000 - 154:24
2000s - 200:12,
201:17

2003 - 106:13,
228:3

2004 - 56:15,
151:11,201:17
2005 - 201:17
2006 - 201:17
2008 - 48:4, 76:20,
76:22,77:12

2009 - 1:22, 10:6,
11:3, 13:19, 14:9,
31:3, 45:17, 45:21,
45:23, 46:21,
47:16, 47:24, 48:5,
48:17, 48:21, 72:1,
73:15,74:2, 75:10,
76:5, 149:3, 216:9
2010- 115

2011 - 138:7

2012 -9:1, 11:16,
13:21, 17:21, 18:11,
18:16, 24:9, 32:11,
33:11, 34:24, 38:10,
39:3, 39:10, 39:19,
39:21, 46:23, 48:1,
49:11, 49:13, 49:16,
50:12, 51:3, 52:13,
52:15, 54:5, 60:17,
62:22, 62:24,
68:13, 70:22,
74:14,112:5,
185:24, 192:7
2013 - 1:23, 2:6,
3:3, 3:21, 4:17, 84,
8:21,17:17, 18:12,
23:11, 26:14, 29:20,
39:3, 39:23, 49:24,
715,741, 7512,
75:21, 80:17,
90:13, 93:12,
197:18, 212:16,
213:4, 216:15
2014 - 9:1, 26:14,
29:15, 29:21, 96:5
2015 - 3:24, 19:4,
40:8, 40:14, 126:10
2016 - 5:3, 5:5,

25:11, 25:13, 26:16,
32:5, 32:7, 38:12,
56:4, 56:12, 56:21,
59:11, 61:9, 115:14,
126:11, 145:7,
157:20, 170:6,
187:3

2017 - 5:6, 6:6,
6:10, 26:16, 27:2,
27:11, 28:21, 32:3,
32:14, 38:19,
50:14, 61:3, 61:10,
115:15, 117:3,
145:7, 157:20,
170:6, 187:10
2018 - 131:3,
145:9, 170:6

2020 - 170:9

206 - 107:5
21-49:8

22 -76:20,177:9
225 - 220:8

23 -3:6

230 - 126:8

24 - 1275

25 -18:17, 23:7,
23:8, 25:1, 25:2,
122:1, 122:18,
124:2, 135:7,
135:19, 136:9,
208:10, 218:10,
218:20

250 - 192:22

2500 - 214:9

254 - 213:24

26 - 149:21,171:8
263 - 101:20

27 -171:9

2s -6:8

I 3 |

3.01-25:13

3.04 - 29:21
3.1-3:23

3.2-69
3.23-87:7
3.3-9:21,37:7,
61:22, 205:16
3.35-5:7,6:10,
19:3, 27:5
3.65-27:3
3.7-140:16
3.8-6:18, 6:19,
9:14, 15:24, 16:18,
17:6, 18:23, 21:19,
22:10, 44:24,
194:8, 194:17

30 - 2:9, 5:4, 23:20,
25:9, 25:12, 27:1,
42:6, 80:11, 158:14,
171:12, 1746,

174:8, 174:11,
222:12

30/35 - 90:3
30/50 - 92:14
300 - 213:23,
213:24, 214:1,
214:3

31-234
32-96:20

33 -52:21, 52:24,
60:10, 92:24,
101:1, 211:11
35-73:17

353 - 103:20

36 - 58:15, 209:11
38 - 209:11

380 - 8:8, 69:16,
69:21

[ 4

4.1-194:18

4.18 - 194:13
4.5-10:8

40 - 24:19, 33:10,
40:3, 58:19, 71:21,
71:23, 73:18,
133:9, 140:15,
140:22, 165:12,
179:15, 183:20,
209:13

41 - 72:21

42 - 30:14, 185:16,
185:18

421 - 165:17,
165:21

440 - 3:16

45 - 33:12, 39:12,
165:12, 165:13,
183:20, 190:7,
191:16, 193:3,
226:17

48 - 62:19

[ 5

5.5-10:8, 194:4
5.56 - 187:4, 189:3
50-17:24,18:1,
32:5, 36:19, 40:11,
68:7, 71:16, 82:18,
84:4,88:12, 88:16,
89:24, 91:2, 91:24,
92:16, 92:21,
92:24, 108:1,
126:25, 128:14,
129:12, 140:24,
175:6, 175:9,
176:17,181:21,
188:18, 191:19,
191:23, 192:2,
192:14, 197:16,

197:17, 197:18,
198:24, 205:13,
221:9

50/50 - 108:9

500 - 214:5, 214:6,
224:21, 225:1,
225:4, 2256

51 - 38:7, 50:7,
60:7

55-177:19, 182:15
550 - 159:13

56 - 49:8

I 6 |

6.08 - 32:10

6.28 - 32:11
6.3-189:2
6.5-117:18, 198:11
6.61 - 187:4, 189:3
6.8 -188:17

6.95 - 49:22

60 - 40:11, 71:17,
72:17

610 - 126:11

65 - 198:14

68 - 36:3, 43:7

I 7 |

7.31 - 38:11
7.5-19:9, 39:9,
60:17, 63:2, 70:21,
71:1,157:10,
190:7, 209:9
7.50 - 49:24
7.59 - 86:19
7.83 - 38:12, 39:1
70 -72:17,94:16
70/80 - 198:21
7000 - 216:15
72 - 203:8
75-39:22, 71:17
750 - 53:4, 53:6,
53:8, 61:3, 61:8
77 - 126:9

770 - 61:4, 67:2,
677

774 - 107:2

783 - 53:2, 53:4,
53:8

I 8 |

8.03 - 38:21, 63:13
8.04 - 63:14
8.2-178,17:12,
63:19, 70:2

8.36 - 38:11

8.38 - 89:13, 89:19,
90:24, 91:24

8.8 - 54:11, 54:15,
70:3

8.88 - 90:1, 91:12,
91:24

8.90 - 88:8, 88:16,
91:1

8/9 - 215:16

80 - 24:16, 34:11,
34:14, 39:22, 53:11,
72:17, 94:16,
110:15, 193:13,
193:14

804 - 67:3

81 -25:10

82 -54:2

85 - 44:8, 220:5
873 -82:10, 83:9

I 9 |

9.1-104:7
9.1/9.5-213:6
9.19 -59:10

9.23 - 84:4, 88:20,
91:11, 91:16, 91:23,
92:9

9.40 - 88:16, 88:21,
91:12

9.5-73:3

9:00 - 232:7
9:05-1:1
9:15-14:24

9:30 - 31:22

9:40 - 88:12

9:45 - 50:4

90 -216:11

90s - 98:20

923 - 82:19

Discoveries Unlimited Inc. (709)437-5028

Page 20



