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1 January 25, 2013 1 Q. Mr. Smith, what aspects of Newfoundland
2 (9:30am.) 2 Power’ s customer operations do you want to
3 CHAIRMAN: 3 address before the Board?
4 Q. Before we start, | think there are two 4 MR. SMITH:
5 preliminary matters. 5 A. First1would liketo review for the Board,
6 MS.GLYNN: 6 Newfoundland Power’s responseto customer’s
7 Q. There' sone preliminary matter which affects 7 expectations regarding service. Our response
8 two undertakings that had been filed by 8 has resulted in reasonable levels of customer
9 Newfoundland Power, #15 and #16, and that's 9 satisfaction. The second one | would like to
10 it. 10 comment on, efficiency and productivity in
11 KELLY, Q.C. 11 Newfoundland Power’ s customer operations, and
12 Q. Thank you, Mr. Chairman. The next witnessis 12 finally, | wish to make some observations
13 Mr. Gary Smith. 13 regarding depreciation and comment on how
14 MR. GARY SMITH (SWORN) EXAMINATION BY IANKELLY,Q.C.. |14 Newfoundland Power’ s inspection practices have
15 KELLY, Q.C.: 15 impacted survival estimates.
16 Q. Mr. Smith, you're the Vice President 16 KELLY,Q.C.
17 Engineering and Operations with Newfoundland 17 Q. What comments do you have regarding
18 Power? 18 Newfoundland Power’s response to customer
19 MR. SMITH: 19 service expectations?
20 A. Yes, that iscorrect. 20 MR. SMITH:
21 KELLY, QC:: 21 A. Customer’'s preferencesfor how they interact
22 Q. Couldyou just explain to the Board first your 22 with the company are constantly evolving.
23 qualifications? 23 However, our satisfaction surveystell us that
24 MR. SMITH: 24 customer’s concerns remain the same.
25 A. | graduated from Memorial University in 1984 25 Customers are concerned with reliability and
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1 with a Bachelor of Electrical Engineering. 1 with price.
2 I’'m aprofessional engineer and a member of 2 KELLY,Q.C:
3 the Association of Professional Engineers and 3 Q. Can you comment on Newfoundland Power’'s
4 Geoscientists of Newfoundland and Labrador. 4 service reliability?
5 KELLY, Q.C.: 5 MR. SMITH:
6 Q. Haveyou testified before the Board before? 6 A. Yes, Newfoundland Power believes that service
7 MR. SMITH: 7 reliability is currently satisfactory on an
8 A. Yes, thatis correct. | first testified 8 overall basis. Sinceour last rate hearing,
9 before the Board regarding Newfoundland 9 we experienced a number of severe weather
10 Power’s customer operations in the 2010 10 events, including Hurricane Igor and tropical
11 General Rate Proceeding. 11 storm Ledlie, which resulted in lengthy
12 KELLY, Q.C: 12 outages for our customers. However, when
13 Q. Mr. Smith, you'll speak to the customer 13 these events are excluded, the data shows that
14 operations section of the evidence. Do you 14 reliability has been stable in recent years.
15 adopt Section 2, the customer operations as 15 Chris, could you please bring up Graph 2-2,
16 your testimony in this matter? 16 please. So this graph excludes severe weather
17 MR. SMITH: 17 events. The graph shows the company’s SAIDI
18 A. Yes | do. 18 and salFl. That isthe duration and frequency
19 KELLY, Q.C: 19 of outages from 2007 to 2011. The graph shows
20 Q. And are there any changes that you wishto 20 stable reliability over this period. The
21 make to the prefiled testimony and exhibits at 21 company’sreliability also compareswell to
22 thistime? 22 other Canadian utilities. After excluding
23 MR. SMITH: 23 severe weather events, the company’s outage
24 A. No. 24 frequency for duration and frequency compares
25 KELLY, Q.C.: 25 favourably to the Canadian composite.
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1 However, severe weather events do have a 1 electric heat. The biggest area of expansion
2 significant impact on outages consequences for 2 is the small technologies program for
3 our customers. Chris, could you bring up Graph 3 residential customers, and a new program for
4 2-1, please. So this graph includes outages 4 commercia customers. Participationin the
5 caused by severe weather events. The graph 5 expanded plan will help customers lower their
6 showsthe duration and frequency of outages 6 eectricity bills. By the end of 2014, annual
7 from 2007 to 2011. In 2010, customers 7 gross energy savings areforecast tobe49. 5
8 experienced ailmost 14 hours of outage. 2010 8 gigawatt hours. These savingstrandate into
9 was a particularly difficult year duetothe 9 9.4 million dollars of annual avoided fuel at
10 March ice storm and Hurricane Igor in 10 Holyrood. Customer energy conservation costs
11 September. 11 are forecast to increase from 3 million
12 KELLY, Q.C.. 12 dollars per year to 4.8 million dollars per
13 Q. You mentioned that customer service 13 year in the test period. To put this in
14 expectations are constantly evolving. What 14 perspective, the break even point onthe 2013
15 can you tell the Board about that? 15 and 2014 cost will be about two and a half
16 MR. SMITH: 16 years. The energy savings for most
17 A. A prominent feature of Newfoundland Power's |17 conservation programs, however, will continue
18 interactions with its customers isagrowing 18 for yearsinto the future. So to summarize,
19 influence of electronic technology. More 19 we feel that we've been successful in
20 customers are now choosing to interact with 20 responding to customer’s primary concerns of
21 the company through electronic means. For 21 reliability and price. We believethis is
22 example, 18 percent of our customers are now 22 reflected in our customer satisfaction index,
23 billed electronically. Customersare aso 23 whichis on Table2-1 of Page 2-3 of the
24 interacting more with the company viaemail. 24 company’s evidence, which shows customer
25 Chris, could you bring up Tab 2-2 on Page 206, |25 satisfaction has been relatively stable from
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1 please. Thistable shows the number of 1 2007 to 2011.
2 customer initiated contacts by telephone and 2 KELLY, Q.C.
3 the website for 2007 to 2011. In 2011, for 3 Q How is cost efficiency reflected in
4 the first time customer initiated contacts to 4 Newfoundland Power’ s customer operations?
5 the website actually exceeded contacts by 5 MR. SMITH:
6 telephone. 6 A. A goodindicator of efficiency in Newfoundland
7 KELLY, Q.C.. 7 Power’ s operationsisthe operating cost per
8 Q. Arethere other examples of how Newfoundland | 8 customer. Chris, could you bring up Table 2-5
9 Power responds to evolving customer 9 on page 2-9, please. Thistable showsthe
10 expectations? 10 company’ s operating cost per customer forecast
11 MR. SMITH: 11 to 2014. Inthis table, you will seethat
12 A. Our customersare indicating they want to 12 operating costs per customer is forecast to
13 conserve energy and lower their electricity 13 increase through the test period. This
14 bills. We're responding to this with energy 14 increase is mainly due to the company’ s energy
15 conservation programs. There have been over 15 conservation efforts. Thelast linein Table
16 17,000 participants since the program began in 16 2-5 excludes energy conservation costs. When
17 2009. Based on our experience, Newfoundland |17 conservation costs are excluded, the company’s
18 Power and Hydro recently reassessed the 18 operating cost per customer will actualy
19 portfolio of programs. The results are 19 decrease on an inflation adjusted basis.
20 reflected in the five year energy conservation 20 KELLY, Q.C:
21 plan, whichis providedin Volumell of the 21 Q. Canyougive usaparticular example of how
22 Application. The primary change in thefive 22 efficiencies are reflected in the test period?
23 year plan isto improve program accessibility. 23 MR. SMITH:
24 The new plan isintended to reach abroader 24 A. A key areawhich reflects efficienciesisthe
25 scope of customers, not just those with 25 operating labour cost. 1n each of 2013 and
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1 2014, thetotal labour cost is 1 percent less 1 manufacture of materials which has tended to

2 than wage inflation. Let me put the 1 percent 2 increase their durability, along with improved

3 per year into perspective. Newfoundland Power 3 design and installation specifications.

4 expects to serve 2.6 percent more customersin 4 KELLY,Q.C:

5 2014 than it served in 2012. During thistime 5 Q. Canyou give usan example of aplant account

6 the company’ s labour costswill be 2 percent 6 which hasincreased in estimated service life

7 lesson an inflation adjusted basis.  So by 7 as aresult of these improvements?

8 2014, we'll be serving more customersat a 8 MR. SMITH:

9 lower real cost thanin 2012. During this 9 A. Anexamplewould be distribution transformers.
10 period, new distribution lines, transformers, 10 Newfoundland Power serves a territory that’s
11 street lights, will be required and more 11 predominantly coastal which bringswith it the
12 ingpection and maintenance will be required 12 effects of salt spray. Salt corrodes the tank
13 aso. There will also be anincrease in 13 of the transformer. In 2001, the company
14 customer contacts. In addition, the company 14 began using stainless steel tanks to reduce
15 must hire new workers to manage its workforce 15 the effects of corrosion. Right now
16 demographics. These requirementswill put 16 approximately 50 percent of the transformers
17 upward pressure on labour cost and are a key 17 have stainless steel tanks. In 1995, the
18 asgpect of the company’sefficiency through 18 estimated service life of these transformers
19 2014. Newfoundland Power is mindful of its 19 was 30 years. Today the estimated service
20 obligation to provide safe and reliable 20 lifeis40 years. Thisincrease reflectsa
21 serviceto our customers. Our approach to 21 combination of the field experience of
22 efficiency ensures a reasonable balance 22 Newfoundland Power and the professional
23 between cost and service. If the company is 23 judgment of Gannet Fleming.

24 too aggressive in cutting cost, it can result 24 KELLY,Q.C:
25 inareduction inthe quality of servicewe 25 Q. Do inspection practices have animpact on
Page 10 Page 12

1 provide our customers. Our forecast inthe 1 asset service lives?

2 test period includes continued efficiency 2 MR. SMITH:

3 improvements. By billing these into the test 3 A. Yes, they do. The impact can be different for

4 period, customers receive the benefit 4 different assets. For example, oil analysis

5 regardless of whether the efficiencies are 5 on electrical equipment has hel ped the company

6 actually achieved. 6 identify the need for critical maintenance

7 KELLY,Q.C: 7 that might otherwise be missed resulting in

8 Q. Doyouhaveany genera commentswhich you'd 8 equipment failure. This should increase the

9 like to make about the issue of depreciation? 9 life expectancy of substation transformers and
10 MR. SMITH: 10 breakers. For many distribution assets, such
11  A. Yes, | do. The deprecation study filed with 11 as poles and wires, the impact of inspection
12 our Application reflects the recommendations 12 practicesmay be different. For the most
13 of our consultants, Gannet Fleming. 1 will 13 part, poles and wires are inspected to
14 leave the details of depreciation methodology 14 determine if they need to be replaced.

15 and service life recommendations to our 15 There' svery little in the way of maintenance
16 consultants. Based on my operations 16 which can be done to extend the lives of these
17 experience, however, the recommendations in 17 assets. Over the last decade, the company has
18 the depreciation study appear reasonable. The 18 undertaken a distribution reliability

19 depreciation study recommends that service 19 initiative. It is amed at improving

20 life estimates be increased for 27 of the 57 20 reliability of service. This initiative

21 asset accounts. Thisis consistent with our 21 included more frequent and better inspections
22 experience that electrical system assets are, 22 of the distribution system. These increased
23 on average, lasting longer. The longer 23 inspections have improved reliability. This
24 servicelife of electrical system assetsis 24 is because damaged or deteriorated assets are
25 primarily the result of improvements in the 25 replaced before failure. In the past, some of

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

Page 9 - Page 12

NL Power Inc. 2013 GRA




January 25, 2013 Multi-Page™ NL Power Inc. 2013 GRA

Page 13 Page 15
1 these assets would have remained in service 1 these charts are quite useful for
2 until they failed and caused an outage. 2 understanding that, and, for instance, at
3 Inspection practices have impacts on the 3 chart one, we seethe employee' syears of
4 service lives of the company’sassets. For 4 service as of 2007, and over those - the first
5 certain assets such as substation equipment, 5 three cohorts, they're relatively equal, and
6 inspections will tend to increase service 6 then your complement of employees who are less
7 lives. For other assets, such as poles and 7 than 10 years were a bit less, down around 17
8 wires, inspections tend to decrease service 8 percent or so. Thenin Chart 2, we seefor
9 lives. 9 20:12, thefirst bar graph showswhat | was
10 KELLY, Q.C.. 10 referring to, being the employee years of
11 Q. Can you summarize your viewson the life 11 service over 30 years, andthat would be
12 expectancy of Newfoundland Power’ s assets? 12 running maybe alittle higher than 30 percent
13 MR. SMITH: 13 of the complement, would that be right?
14 A. The life expectancy of our assets should 14 MR. SMITH:
15 reflect better materials and installation 15 A. Yes, that'sright. Going from 2007 to 2012,
16 practices, which have been implemented over 16 from a percentage point of view, more of our
17 time. Thisshould also reflect inspection 17 customers (sic.) have less years of service.
18 practices implemented over timein our ongoing |18 MR. JOHNSON:
19 effort to provide reliable service. | believe 19 Q. And by thetimewe over to 2012 for the less
20 the depreciation study captures these impacts. 20 than 10 years complement, they’re up above e
21 KELLY, Q.C: 21 30 percent of Newfoundland Power’ s workforce,
22 Q. Doesthat conclude your testimony? 22 and if you'll just over on the next chart to
23 MR. SMITH: 23 C-2017, we see quite aturnaround in terms of
24 A. Yes, it does. 24 what the percentages will be. By 2017, the
25 KELLY, Q.C: 25 company is forecasting that employees over 30
Page 14 Page 16
1 Q. Thank you, Mr. Smith. 1 years would represent something around15
2 MR. GARY SMITH - EXAMINATION BY MR. THOMAS JOHNSON: 2 percent of your workforce, would that be
3 MR. JOHNSON: 3 right?
4 Q. Good morning, Mr. Smith. 4 MR. SMITH:
5 MR. SMITH: 5 A. Yes, that would be correct.
6 A. Good morning. 6 MR. JOHNSON:
7 MR. JOHNSON: 7 Q. Andinterms of that cohort of employees of
8 Q. Theapplication evidence of Newfoundland Power 8 less than 10 years experience, they would be
9 indicates that the company expects there to be 9 up around 45 percent of the company?
10 significant numbers of retirements over the 10 MR. SMITH:
11 next and coming year periods. In fact, the 11  A. That would be correct.
12 application states that approximately 29 12 MR. JOHNSON:
13 percent of Newfoundland Power's present 13 Q. Now the- | understand in terms of the hiring,
14 workforce has 30 years or more of service, 14 that over the past couple of yearsthere has
15 right. 15 been fairly significant hiring of new staff.
16 MR. SMITH: 16 For instance, in 2011, there was 42 new hires,
17 A. Yes, wehavealot of retirements coming our 17 | do believe the evidence would indicate,
18 way in the future, yes. 18 again at page 2 of 2-20. Againin 2012, at
19 MR. JOHNSON: 19 least to July of 2012, therewas another 35
20 Q. And thereference for the 30 years or more of 20 hired. Those numbersare -
21 serviceis at page 2 of 2-20, just for the 21 MR. SMITH:
22 record. | wonder if | could ask you to turn 22 A. They sound about right, yeah.
23 up CA-NP-490. Inthis question we asked the 23 MR. JOHNSON:
24 company to elaborate on what is meant by the 24 Q. That'sabout right.
25 changing workforce demographics, and | think 25 MR. SMITH:
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1 A. Andthat would bethe regular employees, not 1 MR. JOHNSON:
2 including temporaries. 2 Q. Andthen, | think, you'reright that there was
3 MR. JOHNSON: 3 more thanwhat | suggested toyou in my
4 Q. Right, and again - then for 2013 and 2014, if 4 question would be hired, because down at note
5 we look out over the test year period, you're 5 9, it would indicate that in 2013 the company
6 forecasting 14 new hires for 2013, would that 6 forecast 3 new hires related to customer
7 be right? 7 energy conservation, Human Resource
8 MR. SMITH: 8 Management, 7 PLT apprentices, and 4
9 A. That number doesn’t sound right to me, no. 9 replacement positions, and these hires do not
10 MR. JOHNSON: 10 include replacement employees associated with
11 Q. Okay, could you turn up volume 2, Tab 2, the 11 the retirements.
12 labour forecast for 2013. That could be 12 MR. SMITH:
13 referenced with respect to FTEs. Would that 13  A. Right.
14 make a difference? 14 MR. JOHNSON:
15 MR. SMITH: 15 Q. Sowe would belooking at 29 new hiresfor
16 A. Wdl, wecanlook at it just to see. 16 2013, right?
17 (9:45am.) 17 MR. SMITH:
18 MR. JOHNSON: 18 A. Yes, and again this would be positions.
19 Q. Okay,sure. Volume 2, Tab 2, Schedule B. 19 MR. JOHNSON:
20 Schedule B of thefirst revision, page 2 of 2. 20 Q. I'msorry, yes, that’sright, not -
21 | think there was afirst revision filed 21 MR. SMITH:
22 November 23rd. 22 A. NOtFTES.
23 MR. SMITH: 23 MR. JOHNSON:
24 A. Andthisisthe 2013 year we'relooking at, is 24 Q. NotFTES, okay, and then for 2014, there'sa
25 it? 25 further complement of new hires coming on with
Page 18 Page 20
1 MR. JOHNSON: 1 the company, and in that regard, unlessyou
2 Q. Yes 2 know the figure, we could turn to CA-NP-437.
3 MR. SMITH: 3 That's where you filed the 2014 labour
4 A. Right, okay. 4 forecast. Againif you go into the last page
5 MR. JOHNSON: 5 of that RFI reply, we see at note5, it says
6 Q. ldon't think the one onthe screen isthe 6 that 20 of theretiring employeeswill be
7 first revision. 7 replaced in 2014, and then at note 9, the
8 MR. SMITH: 8 company saysin 2014 the company forecast
9 A. Right. 9 three new hires, so that would be atotal of
10 MS. GLYNN: 10 23in - I'm sorry, I'm not looking at the
11 Q. Agan if you to thewebsite, Chris, it's 11 revision. You've got therevision there, I'm
12 revisions application on the left hand side 12 sorry. So we have for note 5, 20 plus 3, and
13 there - right hand side, sorry, revisions 13 7is- 35 employeesbeing added in 2014, is
14 application and the first onethere dated 14 that right?
15 November 23rd. 15 MR. SMITH:
16 KELLY, Q.C.: 16 A. That would be correct.
17 Q. Volume 2, Chris, on the right hand side. 17 MR. JOHNSON:
18 MS. GLYNN: 18 Q. Okay,and in termsof the projection then
19 Q. Upone. Thereyou go. 19 going out to 2016, if | could turn you to CA-
20 MR. JOHNSON: 20 NP-682, thiswas an RFI that | asked in
21 Q. Thereweare. Okay, so note 5 indicates that 21 relation to that 2011 workforce assessment
22 15 of the retiring employees will be replaced 22 that | asked Mr. Ludlow about, and
23 in 2013. 23 particularly if you could goto page 2 of 3.
24 MR. SMITH: 24 Atleast as of - I'm looking at line - the
25 A. Right. 25 paragraph starting at line 10, which indicated
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1 that the 2011 workforce assessment forecasted 1 Q. Andintermsof other opportunities to sort of
2 192 retirements over 2011 to 2016, and hiring 2 look at thecost picture, for instance, is
3 requirements of 173 new employees over this 3 there opportunitiesthat comes from - has
4 period, ending up with an overall workforce 4 opportunities been assessed in terms of the
5 requirement of 631 employees at theend of 5 cost savings that might come fromand the
6 2016. Soisthe new hiring target more or 6 efficienciesthat might come from ayounger
7 lessjiving with what you thought it was going 7 workforce, for instance?
8 to be in the workforce assessment? 8 MR. SMITH:
9 MR. SMITH: 9 . Inwhat way would you mean? I’m not sure -
10 A. Wadll, there are some differences. | believe 10 MR. JOHNSON:
11 in this RFI, we indicated that there was some 11 Q. Wdl, I'm thinking about whether the company
12 additions that came later when we brought in 12 has thought about things like, look, we might
13 the expansion of the energy conservation 13 have opportunities here because of the
14 program. 14 changing demographics to do things in a
15 MR. JOHNSON: 15 different manner that may be more cost
16 Q. Okay, 16 effective than we' ve been ableto do inthe
17 MR. SMITH: 17 past?
18 A. Sothosewould be things that were driving it 18 MR. SMITH:
19 up post the 2011 review, and | believe we a'so 19 A. Wdl, certainly we aways look at our
20 indicated that the apprentice hires would also 20 workforce and try to find opportunities to do
21 bedriving it up. 21 things differently and do things better. One
22 MR. JOHNSON: 22 of the things that I'm very conscious of,
23 Q. Okay. 23 though, and as we saw earlier in CA-NP-490, is
24 MR. SMITH: 24 the number of employees that we will have, not
25 A. But, yeah, this document talks about positions 25 just from 2007 up to where we are today, but
Page 22 Page 24
1 and the noteswe wereat aminute ago was 1 going from where we are today to 2017. By
2 positions, not to confuse them with FTES, of 2 2017, almost 50 percent of our workforce will
3 course. 3 have less than 10 years experience. So anew
4 MR. JOHNSON: 4 workforce brings with it opportunitiesto do
5 Q. Andsoin termsof, like, the changeover in 5 things differently albeit, but also brings
6 actual people, the positions, what are the 6 with it the requirement to make sure the new
7 opportunities that Newfoundland Power is 7 people are trained because athough new things
8 assessing that comes from the turning over of 8 are good, things that we already do are aso
9 staff and thenew hires coming down the 9 very good. So we need to be very conscious
10 pipeline? 10 that when we train a new workforce, we should
11 MR. SMITH: 11 leverage off the experience of what we have
12 A. Right. One of the biggest things, andit’'s 12 currently today. Soin thenext number of
13 indicated in note 7in 682, is the strategy 13 years the company will be going through alot
14 that we have for automatic meter reading, and 14 more of what we've been doing aready, but
15 so the company’ s capital budget last year put 15 even to a higher degree, and that istraining
16 forward to the Board a new strategy to 16 our new workforceto do the work that’s
17 implement automatic meter reading in our 17 required.
18 serviceterritory, and it'san accelerated 18 MR. JOHNSON:
19 program so we can stay inline with Canada 19 Q. Andintermsof attracting - like, the numbers
20 requirements. So that activity, basicaly, 20 that we've seen attracted to Newfoundland
21 will allow usover timeas we put more of 21 Power, the 42 in 2011, the 35in 2012, the 29
22 these AMR metersin, to reduce the number of 22 in 2013, and the 23 or more forecasted for
23 positions inthe company, primarily meter 23 2014, | think the record would demonstrate and
24 readers. 24 reveal that Newfoundland Power isa fairly
25 MR. JOHNSON: 25 sought after employer in the community. Would
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1 you accept that? 1 Likewise, below it, engineering technologists,
2 (10:00 am.) 2 various locations, ranging from St. John's,
3 MR. SMITH: 3 Stephenville, to Grand Falls, six positions,
4 A. lwould think our reputation onthe street 4 145 positions - | won’t go down through them,
5 would be very good, but the market haschanged | 5 but theonly areathat | saw where there
6 and continues to change. There'slots of 6 wasn't abig, big ratio between positions and
7 opportunities in the marketplace now for 7 the number of qualified applicants was over on
8 technologists, for engineers, and even for 8 the next page having to do with the power line
9 line staff, business analysts, customer 9 technicians over various locations. Over that
10 service people. So although we see ourselves 10 period of time, it would appear that there was
11 asagood employer, | believethere's alot 11 fourteen positions advertised from Gander, St.
12 more competitionin the market today than 12 John's, Bell Island, Twillingate, New-Wes-
13 there even was three years ago. 13 Valley, Clarenville, for which there were 30
14 MR. JOHNSON: 14 qualified applicants and power line
15 Q. If wecould turn up CA-NP-421. Inthisdata 15 apprentices below that, 29 for various
16 request, Mr. Smith, we asked to provide - 16 locations, with 200 applications. So it
17 MR. SMITH: 17 seemed to me that in terms of the recruitment
18 A. Mr. Johnson, | just need a second. 18 piece, that Newfoundland Power would have very
19 MR. JOHNSON: 19 little difficulty attracting talent, but
20 Q. Oh, I'mterribly sorry. 20 perhaps the PLTs would be the biggest
21 MR. SMITH: 21 challenge that you have. Would that be afair
22 A. Okay. 22 statement?
23 MR. JOHNSON: 23 MR. SMITH:
24 Q. Inthisdatarequest, we asked the company to 24 A. | mean, theinformation certainly indicates we
25 provide the number, title, and location of 25 get quite a number of applications for
Page 26 Page 28
1 positions which Newfoundland Power has 1 positions, and asindicated, these would be
2 publicly advertised over each of the years 2 qualified applicantswhich would meet the
3 2010to 2012, aswell asthe amount of time 3 minimum requirement of whatever might bein
4 elapsed from advertisement to the filling of 4 the job posting. It could be a college
5 the positions, together with the number of 5 degree, university degree, whatever it might
6 qualified applications received for each 6 be. So, yeah, thiswould bealisting of
7 position, and in thisdata reply you provide 7 people who met those qualificationsand a
8 the information over that period of time, and 8 number of people would have applied for these
9 | note as we go down through those, | would 9 positions, and for some of them, yeah, there's
10 characterizeit asfairly robust interest in 10 lots of applications for sure.
11 each of the positions that Newfoundland Power 11 MR. JOHNSON:
12 has advertised. For instance, the area of 12 Q. Indeed, and then- | guess,in additionto
13 customer representative positionin Gander, 13 that, if you could go to 422 of CA-NP-422,
14 even atemporary position, one position with 14 this dataresponse provides the number of
15 24 qualified applicants. The corporate 15 applications that Newfoundland Power currently
16 communication specialist in St. John's, one 16 hason filefor personsseeking employment
17 position, 71 qualified applicants. Customer 17 with Newfoundland Power, and was asked to
18 account representative in St. John's5, 34 18 separate the amounts by position and compare
19 applicants, etc, and even going down to, for 19 the number to those presented in the last GRA,
20 instance, the Director Human Resourcesin St. 20 and you have abreakdown over the various
21 John's, 9 positions down, we see one position, 21 groups. | won't read them out, but these are
22 64 applications, and down from - and these are 22 not necessarily qualified, but these are
23 qualified applicants. Then four up from the 23 people who have thought about Newfoundland
24 bottom, we see engineer, therewere three 24 Power as an employer and figured they’d put
25 positionsin St. John’s, and 148 applications. 25 their application in?
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1 MR. SMITH: 1 linespersons, industrial electricians,

2 A. Yeah, that'swhat the note on the bottom 2 millwrights, technologists, and engineers have

3 indicates, these were - these people applied, 3 left Newfoundland Power other than by way of

4 but they may not necessarily have the 4 retirement or death in each of the years from

5 qualifications. 5 2008 to date, and we seethere that the

6 MR. JOHNSON: 6 numbers by year would be rather small, | think

7 Q. Right, and again we see engineers, there was 7 you would agree with me.

8 20 filed between July, 2008, and June, 2009, 8 MR. SMITH:

9 35 over the more recent period. Linepersons, 9 A. Yeah, these are the numbers I'm referring to
10 operations people, there was 85 in the prior 10 in 2011, it shows four linemen that have left
11 period, 77 in the more recent. So that’sthe 11 the company.

12 attraction piece. You seemto bequite an 12 MR. JOHNSON:

13 attractive employer. Now in termsof the 13 Q. Right.

14 retention issue, would it be fair to say that 14 MR. SMITH:

15 Newfoundland Power enjoys excellent retention? |15 A. And| guessas| wastrying to point out, if

16 MR. SMITH: 16 you look at the small amount of datathat’s

17 A. | think it'sdifferent thanit usedto be 17 here, when we're used to losing one a year, |

18 yearsago. An examplethat comestomindis 18 guess, four was something in my mind to

19 in 2011, welostin total about, and thisis 19 suggest that there was a change, but, yeah,

20 off the top of my head, Mr. Johnson, roughly 20 overall these are small numbersin our overall

21 six to seven line staff that were with the 21 population of our workforce.

22 company for many years, and these individuals 22 MR. JOHNSON:

23 basically decided to start their own business 23 Q. Okay.

24 and work in Labrador, actually become 24 MR. SMITH:

25 contractors to the company. So that would be 25  A. Butfor uswhenwe see four linemen leavein
Page 30 Page 32

1 an example of something that isreally unique 1 therun of ayear that we're certainly not

2 that hadn’'t happened in many, many years, and 2 used to, especially if it'sina placelike

3 this happened, | believe, in 2011. So overall 3 one of our districts of Glovertown, or

4 retention in our company is reasonably good, 4 something like that, it’s abig change to the

5 but compared to what it used to be years ago, 5 company to try to fill those positions, but |

6 we do see signsthat it ischanging. People 6 would agree that in the overall grand scheme

7 are leaving morethan they used toin our 7 of things these numbers are fairly small.

8 company. Another example, if | may, inthe 8 MR. JOHNSON:

9 last year or so we've lost anumber of our 9 Q. Right. And | wantto ask you about the
10 engineersthrough two ways. Some of these 10 retirement allowance and in that regard, could
11 people have left the company early to pursue 11 | refer you to cA-506? In this question, Mr.

12 opportunities with oil and gas or whatever it 12 Smith, we asked Newfoundland Power to outline

13 may be. Some others have retired earlier than 13 itspolicy asregardsretirement allowances

14 they would have otherwise done, and goneonto |14 for retiring employees, and the response

15 pursue a career with another company. Again 15 indicates that "upon retirement a regular

16 this has been occurring for the last year or 16 Newfoundland Power employee with ten or more
17 two within our company. So overal | would 17 years of service, who qualifies for and

18 say the retention is pretty good, but itis 18 receivesa company pension, will receive a

19 different than it used to be. 19 retirement alowance." And then in the next

20 MR. JOHNSON: 20 paragraph, you indicate how the retirement

21 Q. Okay, so that you're notin aposition of 21 alowance s calculated, basically multiplying

22 having to guess at the numbers because | know 22 the employee’sbasic weekly salary by the

23 there' salot of datafloating around in your 23 number of completed years of continuous

24 head, no doubt, if you could turn to CA-NP- 24 employment, up to amaximum of 24 weeks. And
25 420. This question asked how many 25 I think the datareply confirmsthat as of
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1 January 1st, 2014, that’ s going to 25 weeks. 1 MR. SMITH:

2 And the third paragraph indicates that 2 A Alll can speak to, Mr. Johnson, is what it

3 that wouldn’t apply to someone who terminates 3 says here, which is basicaly as we read

4 his or her employment voluntarily or is 4 before, it's aterm of employment for non-

5 discharged for cause or isterminated due to a 5 unionized regular employees would include the
6 job redundancy. Butyou then go on to 6 retirement allowance.

7 indicate that "payment of a retirement 7 MR. JOHNSON:

8 alowance is a term of the company’s 8 Q. Okay. And hasit ever been considered, Mr.
9 collective agreements and isalso a term of 9 Smith -- | guess what I’ m getting at, okay, is
10 employment of non-unionized regular 10 that | see acompany that quite demonstrably
11 employees.” And so in terms of the collective 11 isan attractive employer in the community,
12 agreement, that’s in place now, | think 12 quite demonstrably gets multiples of

13 there' s a collective agreement for your staff 13 candidates for each position, and | would ask
14 for 2013 and 2014 that’ s salted away, right? 14 what would be thebasis for continuing to

15 MR. SMITH: 15 offer retiring alowances to new, for

16 A. Yeah. Our collective agreement includes 2013 16 instance, non-unionized employees when it
17 and 2014. That would be right. 17 appears to me that Newfoundland Power can
18 MR. JOHNSON: 18 quite readily attract new employees?

19 Q. Okay. Andin termsof thecommentin the 19 MR. SMITH:
20 final two lines that "payment of a retirement 20 A. Wadll, | think there can be a difference
21 alowanceis a term of employment of non- 21 between listings of qualified applicants
22 unionized regular employees,” how isthat -- 22 versus the actual employeesthat you want to
23 does that become aterm of employment? 23 hire as a company. We certainly see ourselves
24 MR. SMITH: 24 asan employer that people want to work for
25 A. I’'mnot quite sure | can answer that question 25 and you can see in the information in terms of

Page 34 Page 36

1 other than that when we hire employees, what 1 the number of applicants. But at the same

2 thisindicatesisthat it becomes one of the 2 time, we have afairly high benchmark in terms
3 conditions of employment, | guess. But the 3 of what we're looking for in terms of

4 exactness to it, Mr. Johnson, | couldn’t 4 candidates and although we have lots of

5 really speak to. 5 applicants, it doesn’'t mean we're aways

6 MR. JOHNSON: 6 successful in filling positions. That doesn’t

7 Q. | think would it befair to say that for the 7 mean that necessarily al the applicants,

8 non-unionized employee, the benefit of the 8 athough they may meet the minimum

9 retirement allowance isan automatic benefit 9 qualifications, arethe people that we're

10 upon hire at Newfoundland Power? 10 going to hire and the people that we want to

11 MR. SMITH: 11 hire.

12 A. Whenit'sin the collective agreement, then an 12 So, | think there'sa little bit of a

13 employee becomes part of the union and that 13 disconnect between numbers of people who apply
14 would be, yes, an obligation, | guess, of the 14 for thejob and arethesetruly people that

15 company with the contract. 15 Newfoundland Power wantsto hire. | do
16 MR. JOHNSON: 16 remember something that a boss told me along
17 Q. And! understand that, because you got to 17 time ago when you're hiring and it kind of

18 adhere to thecollective agreement. I'm 18 goes that you always want to hire better than

19 talking now of the non-unionized staff that’s 19 your average and that way as a company you're
20 hired. For instance, if a man or a woman 20 always getting better. You never want to see
21 appliesand is successful in getting one of 21 yourself going backwards. So, | guess what
22 the non-unionized positionsthat you time to 22 I’'mtrying tosay iswhen welook to hire

23 time advertise for, that similarly is pretty 23 people, we redlly try to make sure that we get
24 much automatic in Newfoundland Power that you |24 strong candidates for our positionsand it

25 get the retirement allowance benefit? 25 allows us to move the company forward.
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1 (10:15am.) 1 necessarily offer retirement allowances. That
2 MR. JOHNSON: 2 would be afair statement on my part, wouldn’t
3 Q. | haveno doubt that that would be the company 3 it?
4 goal and it would be any company’s goal, to 4 MR. SMITH:
5 hire the best that they can get. But | guess 5 A. lwouldn't have any data, Mr. Johnson, to
6 what I’'m focusing on, Mr. Smith, isisit -- 6 answer that question. Again, | think when
7 it would appear to me that Newfoundland Power | 7 you're on the street and you' re trying to get
8 would not face an impediment to getting the 8 good employees, it’s the overall package that
9 best qualified peopleif it decided that 9 you're offering people in terms of what they
10 "look, we'regoing to changethis policy. 10 see and what they compare to. So, the
11 We'renot going to offer thisautomatically 11 employeesthat we're hiring and that we're
12 basically to non-unionized hires any more." 12 trying to acquire in the company, you know,
13 MR. SMITH: 13 they make the decisions based on the packages
14 A, Wdl, | kind of look at it maybe the opposite 14 that they see.
15 way. Aswe talked about before in CA-NP-490, 15 MR. JOHNSON:
16 the transition that the company is going to go 16 Q. Andon that point, Mr. Smith, | would suggest
17 through in the next five yearsisthat we're 17 to you that you would have to agree with me
18 going to have almost 45-50 percent of our 18 that there’ d be -- it would not be -- it would
19 employees with less than ten years experience, 19 be arather rare occurrence for somebody to
20 and this isan indication of the amount of 20 turn down Newfoundland Power on the benefit of
21 hiring that we haveto do, and at the same 21 what was being -- on the basis of what was
22 time, the bar charts further to theleft are 22 being put on thetable for themin terms of
23 showing that we're losing our experienced 23 wages and benefits, right?
24 employees. So what’sin my mindis that if 24 MR. SMITH:
25 we're going through this transition, we need 25 A. No,| wouldn’'t agreewith that. Wedo a
Page 38 Page 40
1 to make sure that the bar is high, that we get 1 decent job in hiring the employees that we're
2 the very best candidates that we can, and that 2 trying to get. Maybe an example of something
3 meansthat you need to have a package that 3 that | experienced myself about a year ago.
4 when you'reon the street trying to hire 4 We had lost one of our more senior engineers
5 people that you get the very best candidates 5 in the company and we needed to replace this
6 that are there. So, theway | look it, that 6 individual. The skillsthat were required on
7 there' s more pressure than ever to make sure 7 the street for thistype of position was more
8 we have a good package that when we'relooking | 8 of a planning position in our company.
9 to hire employees that we get the best 9 Difficult to get that skill set and hireit on
10 employees that are possible. 10 the street, especially in terms of the utility
11 MR. JOHNSON: 11 business.
12 Q. Andinterms of the packages that are out on 12 So we went the approach of trying to get
13 the street, I'm wondering in terms of -- you 13 ourselvesa new graduate and we posted the
14 know, for instance, at Maritime Electric, you 14 position and had a number of applicants and
15 were there for anumber of years and you were 15 the individual that we got short-listed to had
16 at Fortis Alberta, did those companies as well 16 anumber of other positions offered to him.
17 have retirement allowances, for instance? 17 Some of these employers had defined benefit
18 MR. SMITH: 18 pension plans. And although thisindividua
19 A. ldon't remember, so | couldn’t answer the 19 was young, he understood the significance of
20 guestion, no. 20 futurein life and pensions. So for him, the
21 MR. JOHNSON: 21 fact that wedidn’'t have adefined benefit
22 Q. Okay. And I think that you would agree with 22 pension plan was abit of aconcern to him.
23 me that there's a lot of companies in 23 So in that regards, we didn’'t have something
24 Newfoundland and Labrador, whether they're |24 that somebody elsewas offering to compete
25 involved in oil patch or wherever, that don’t 25 with. At the end of the day, with this
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1 individual, we were ableto hirehim and it 1 889,000. Now Mr. Smith, | think you will
2 was about the package that we could hire him 2 agreethat prior to January 1st, 2011, the
3 that we're providing and in addition to 3 company recognized thisas an OPEB cost as
4 opportunities that we could provide him with 4 part of an oPEBS inclusion and that was
5 in the Fortis Group of Companies. He saw us 5 recognized on the pure cash basis, right? But
6 as an employer that at a point in his career 6 effective January 1st, 2011, when the company
7 maybe he could move onto do something else 7 commenced recognizing OPEBS using the accrual
8 and then at another point in his career, he 8 method of accounting, because of that, the
9 could come back to Newfoundland, not unlike | 9 cost associated with retiring allowancesis no
10 had done myself. 10 longer showing up asa distinct lineitemin
11 MR. JOHNSON: 11 the exhibitsto thisGRA likeit did inthe
12 Q. But that would have been an exampleof a 12 past, and | wonder if | could turn you, in
13 higher level employeein your organization, 13 that regard, to CA-NP-480?
14 would it not? 14 Inthis question, we asked under what
15 MR. SMITH: 15 lineitem in the operating cost by breakdown
16 A. Wdl, it'san example of ajunior engineer we 16 the retiring allowance would fall, and it
17 weretrying to hireto replace a more senior 17 indicated what | told you, in terms of when
18 position and what we were trying to do was get 18 the company implemented the OPEBS treatment
19 ourselves a strong candidate that we could 19 and the company says they’re "no longer
20 grow into the position and had an interest in 20 included in Exhibit 2 operating costs by
21 this area of work. 21 breakdown. For 2011 to 2014 retiring
22 MR. JOHNSON: 22 alowances, you must refer to Volume 2,
23 Q. ButI’'m surethat one can point to an example 23 Exhibit 3, page 1, line 19." So could we turn
24 here and there, but you would agree with me, 24 there for a second?
25 would you not, that in the vast, vast majority 25 Soif youcould go downtoline 19 --
Page 42 Page 44
1 of cases, Newfoundland Power would not be 1 Exhibit 3. Yeah, therewe are. 19 isthe
2 getting into a toing and froing over the 2 employee future benefits cost line. And we
3 particulars of the benefit package with the 3 seethe forecasted for 2013 and 2014, for
4 perspective hire? 4 example, is 23 and about 22.6 million
5 MR. SMITH: 5 respectively. So that now iswhere -- isthe
6 A. No, | think when we go to hire people, we have 6 visbility that we're getting on the
7 our package of what we're going to offer, and 7 retirement allowances. And I’ m wondering, Mr.
8 | think there's timeswhen you look at what 8 Smith, if it would be possible to get you to
9 you're offering and what theindividual is 9 indicate to us what proportion of the employee
10 bringing and sometimes you may haveto adjust |10 future benefit cost, as reported for 2013 and
11 your packageto try to attract that person. 11 2014 in Exhibit 3, are attributableto the
12 So, | think it's, you know, down to an 12 retiring allowances for unionized and non-
13 individual decision, based on who the 13 unionized employees, just to get a sense of
14 candidates are, the strength of the 14 how big anissuethat isinterms of those
15 candidates, the options that you have 15 numbers?
16 available when you make your ultimate 16 MR. SMITH:
17 decision. Sol really do think it’s on more 17 A. Notto break it out by unionized and non-
18 of a case-by-case basis. 18 unionized, because | certainly couldn’t do
19 MR. JOHNSON: 19 that.
20 Q. Could! ask youto turn up CA-NP-510? This 20 MR. JOHNSON:
21 question asked the company how much hasbeen (21 Q. That would not be possible?
22 paid by way of retiring allowances over 2007 22 MR. SMITH:
23 to 2012 and how much is forecast in 2013 and 23 A. Wdl, | wouldn't know that.
24 2014 and we see it obviously set out there and 24 MR. JOHNSON:
25 we see 2013 is forecasting 631,000; 2014 25 Q. Okay.
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1 MR. SMITH: 1 MR. SMITH:
2 A. | mean, some of these employees obvioudly that 2 A. Yes. There sapoint intimewhich the date |
3 arewith this cost are unionized and some 3 don’t remember. Y ou'’ re suggesting 2004.
4 aren’'t. | just wouldn't know what the 4 MR. JOHNSON:
5 breakout of that would be, no. 5 Q. | believeit's2004.
6 MR. JOHNSON: 6 MR. SMITH:
7 Q. Okay. But | guessit'scertainly true that 7 A. Andfrom that point forward, employees, new
8 that oPEBS number that we saw there, the 22, 8 employees cannot join the defined benefit
9 23, that number in the future isgoing to 9 plan.
10 reflect decisions made today by management of |10 MR. JOHNSON:
11 Newfoundland Power asto whether they’regoing |11 Q. Right. And Mr. Ludlow indicated at the last
12 to continue or not continuethe retirement 12 GRA, and | can provide thereferenceif need
13 allowancesfor its non-unionized new hires, 13 be, at page 146 of histestimony from the last
14 right? 14 GRA, and | don’t know what the date is, but he
15 MR. SMITH: 15 indicated to us that the decision to offer a
16 A. Yeah, it would affect the unionized employees 16 defined contribution benefit plans to new
17 and the non-unionized employees, yes. 17 employees hasnot affected the ability of
18 MR. JOHNSON: 18 Newfoundland Power to attract new employees.
19 Q. Right. Now you mentioned inyour examplea |19 Would you share that observation?
20 couple of minutes ago about the engineer who 20 MR. SMITH:
21 was thinking about joining the company. 21  A. That statement was made at the last GRA?
22 MR. SMITH: 22 MR. JOHNSON:
23  A. Yes 23 Q. Rignht.
24 MR. JOHNSON: 24 MR. SMITH:
25 Q. Regarding the switch from defined benefit to 25 A. Again, the statement at thetime | wouldn't
Page 46 Page 48
1 defined contribution. 1 disagree with obviously. Has the market
2 MR. SMITH: 2 changed today and would it be different?
3 A Yes 3 Based on the examplel’ve told you, it did
4 MR. JOHNSON: 4 make a difference. Isthat a prominent thing,
5 Q. Anddo youknow the background of why the 5 anormal thing? | canjust giveyou the
6 company decided to switch from defined benefit 6 example | gave you earlier.
7 to defined contribution? 7 (10:30 am.)
8 MR. SMITH: 8 MR. JOHNSON:
9 A. | wasn't with Newfoundland Power at the time 9 Q. Now Mr. Smith, interms of the wages set up,
10 that that occurred. | believel -- wdll, | 10 in terms of how they are arrived at at
11 left Newfoundland Power in 1999 and that 11 Newfoundland Power, we have executive and
12 happened after | left, so the exact logic of 12 upper management and so that would be four
13 that, no, | couldn’t be able to tell you. 13 executives and nine managers, nine of your top
14 MR. JOHNSON: 14 managers, right?
15 Q. Theexact logic, but | guessit was acost 15 MR. SMITH:
16 saving to the company, | presume. Youmust be {16 A. That's correct.
17 aware of that. 17 MR. JOHNSON:
18 MR. SMITH: 18 Q. Andthey would be persons whose wages and
19 A. Again, | wasn't with the company, so why the 19 benefits would be determined based upon
20 decision was made, | couldn’t speak to. 20 looking at the Hay Group and their analysis of
21 MR. JOHNSON: 21 the marketplace, right?
22 Q. Canyou confirm for us that the fact now -- | 22 MR. SMITH:
23 think new hiressince 2004 at Newfoundland 23 A. Yes, that would be correct.
24 Power can only join -- can only become part of 24 MR. JOHNSON:
25 the defined contribution plan, right? 25 Q. Okay. And weasked Newfoundland Power to
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1 provide us with copies of al reports provided 1 clerical non-union and your professionals. So
2 to management in respect of employer benefits 2 these are not FTES. These are real positions
3 and compensation over the entire period from 3 people?
4 2007 to present, and in that regard, 1'd like 4 MR. SMITH:
5 to turn you to CA-NP-439. And just to confirm 5 A. Yeah. Table1 saysit’'sby position.
6 that these would be the only reports that your 6 MR. JOHNSON:
7 company has obtained in respect of employee 7 Q. Okay. Now so-
8 benefits and compensation from 2007 to present 8 MR. SMITH:
9 and all of them relate to the upper management 9 A. Wait now, | need tolook at that again. It
10 of the company, being the executive and the 10 says by position group. Yeah, | believethis
11 upper managers, and then finally Attachment E 11 is positions, not FTES, yeah.
12 would be the AoN Consulting Benefits Trend 12 MR. JOHNSON:
13 Survey, which we talked about in the last GRA. 13 Q. Okay. So we see those respective numbers set
14 So that’ s the sum total of reports provided to 14 out. Now in terms of the professional
15 management in respect of benefits and 15 grouping that we see there, that would include
16 compensation, correct? 16 your engineers?
17 MR. SMITH: 17 MR. SMITH:
18 A. Yes, that'swhat the RFI says. 18 A. Yes, that would include the engineers.
19 MR. JOHNSON: 19 MR. JOHNSON:
20 Q. Okay. Now interms of the way wages and 20 Q. Andwould it include the technol ogists?
21 benefits get determined in Newfoundland Power, |21 MR. SMITH:
22 we have the unionized employeesand that’s 22 A. It would include the technologists.
23 obviously done through the collective 23 MR. JOHNSON:
24 agreement and the bargaining process across 24 Q. And accountants and those types of people?
25 the table and | understand that there would be 25 MR. SMITH:
Page 50 Page 52
1 a total of 343 unionized employees at 1 A Yes
2 Newfoundland Power, andin that regard, we 2 MR. JOHNSON:
3 could probably turn up CA-NP-425. Okay? 3 Q. Okay. Now we asked Newfoundland Power to tell
4 MR. SMITH: 4 us how wages for Newfoundland Power’s
5 A. Yes 5 unionized and non-unionized employees compared
6 MR. JOHNSON: 6 with those at Hydro and thosein Atlantic
7 Q. Soat Tablel, weseefor the period '04 to 7 Canada more generally and we were directed to
8 2012, with forecast for 2013 and’14, the 8 the reply that you gave to the Board staff in
9 number of FTEs broken down by management and 9 PUB-NP-006. SO could| turn youto that
10 union and now these would be -- these would 10 reply, sir?
11 not be real employees, would they, or are they 11 Andin thisquestion, the Board staff
12 al FTesthat we're seeing here or employees? 12 referenced page 29 of your evidence and
13 MR. SMITH: 13 footnote 14 where -- and it says "it is stated
14  A. Wdl, | guessthetable indicates FTES. 14 that composite labour rate increases of 4. 95
15 MR. JOHNSON: 15 percent in 2011, 3.71 percent in 2012, 4. 09
16 Q. They would be FTES, okay. Now in terms of the 16 percent in 2013 and 4.06 percent in 2014 were
17 actual number of regular employees, I'm 17 used in determining actual and forecast labour
18 looking for 426. I'm sorry, this -- okay, 426 18 cost. Please provide the support
19 would actually provide us with the numbers for 19 justification for these increases, including
20 the non-union employees. They would be 20 details on average salary increases given and
21 considered -- they would be what you would 21 forecast over the same period by companiesin
22 consider, | takeit, the regular managerial 22 Newfoundland and Atlantic Canada and by
23 employees, which would include your executive 23 Canadian electric utilities." Andit's a
24 complement, your nine top management, the 24 five-page reply.
25 supervisory frontline technical staff, 25 Now, so | takeit, Mr. Smith, that this
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1 iswhere wewould look tointhe record of 1 nine managers and four executives. | guess
2 this proceeding to seethe justification or 2 what I'm getting at, Mr. Smith, is | don't see
3 support for the wages and the increases 3 abig basis here of comparison with -- other
4 outlined and that are reflected in the two 4 than the PLTs and the unions which I’ll leave
5 test years? Would that be correct? 5 tothe aside, | seediscussion of the top
6 MR. SMITH: 6 executive. | see discussion of the nine
7 A. Yes, thisRFI can -- it goes through technical 7 managers below them. | see discussion of the
8 skills, engineers, managerial peopleand it 8 35 engineersand the 60 technologists. And
9 indicatesin 2012, the last year that’s here, 9 I’'m wondering where is the justification for
10 where our wages are relative to other 10 everybody else at the company, in terms of the
11 comparables. 11 wages and increases?
12 MR. JOHNSON: 12 MR. SMITH:
13 Q. Yes. What | see hereisthat you've given us 13 A. Inwhich group areyou pointingto againin
14 information, particular information on page 14 the RFI?
15 two of five regarding the PLTs and I’ m not so 15 MR. JOHNSON:
16 much concerned here about theunion, because (16 Q. Well, I'm referringto anybody who falls
17 that’ s a collective agreement, the bargaining 17 outside of the technologists, the engineers,
18 process, and so in addition to the PLTS, this 18 the nine managers and the four executives, and
19 reply, over at page three of five, addresses 19 the 150 PLTs, we'll leave to the side.
20 the technologists, of which there would be 60, 20 MR. SMITH:
21 | think, in Newfoundland Power. Wouldthatbe |21 A. So Group D then or Section D, managerial
22 correct? 22 employees.
23 MR. SMITH: 23 MR. JOHNSON:
24 A. That'swhat we have here online6 of page 24 Q. Butthistalksabout Newfoundland Power having
25 three, there are 60 active technologistsin 25 approximately 140 manageria employees and
Page 54 Page 56
1 the workforce, yes. 1 then the statement is "compensation for
2 MR. JOHNSON: 2 managerial employees is benchmarked to Hay
3 Q. Right. Andthey would be considered part of 3 Group’s Canadian utilities comparator group."”
4 that professional grouping that we talked 4 MR. SMITH:
5 about earlier, right? 5 A. Yes
6 MR. SMITH: 6 MR. JOHNSON:
7 A. That would be correct. 7 Q. Andso that doesn’'t help mein finding out
8 MR. JOHNSON: 8 about the comparisons for the full 140
9 Q. Okay. And then at page three of five, we also 9 managerial employees. Now | recognize that
10 see, towards the bottom of that page, 10 out of that 140 managerial, we have 60
11 engineers, of which therewould be35. So 11 technologists and we have 35 engineers, right?
12 that, the engineers and the technologists are 12 MR. SMITH:
13 addressed, right? 13 A. Yeah, they would bein that group. I'mjust -
14 MR. SMITH: 14 - | just need a minute to read the note here.
15 A. Yes 15 MR. JOHNSON:
16 MR. JOHNSON: 16 Q. Sure. No, that'sfine.
17 Q. Andthen over on the next page, we see, under 17 KELLY, Q.C.:
18 D, managerial employees. You point out that 18 Q. The difference in how that works, Mr.
19 Newfoundland Power has approximately 140 |19 Chairman, is set out in footnotes 10 and 12.
20 managerial employees, but the discussion in 20 | think Mr. Johnson is not understanding.
21 terms of compensation for managerial employees |21 MR. SMITH:
22 being benchmarked at Hay Group’s Canadian |22 A. Wesay in Section D that the Hay Group is used
23 utility organizations, that only refers -- 23 for this group.
24 that only relates to nine of the managers and 24 CHAIRMAN:
25 then below, we have senior management of the |25 Q. | mean, I’'mrealy having trouble following
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1 your line of questioning, Mr. Johnson, you 1 A. Wehavetolook at, | guess, the reference to
2 know. | don't want to, you know, not permit 2 that which would be Reference 1. It saysthat
3 the widest possible cross-examination, but I'm 3 it'sthe inflation rate -- I'm sorry, back to
4 having trouble following what you'’ re getting 4 the mike. |just need one minute, Mr.
5 at. | mean, | don’t know. 5 Johnson.
6 MR. JOHNSON: 6 MR. JOHNSON:
7 Q. Let'sputit-- let meturnfor a second to 7 Q. Certainly.
8 445. 8 MR. SMITH:
9 CHAIRMAN: 9 A. Yeah, wesay in Note 1 that theinflation rate
10 Q. | mean, the key takeaway for me here, | think 10 used in this responseis the labour inflation
11 Mr. Smith said in terms of adjusted -- 11 rate for Newfoundland and L abrador measured by
12 normalized for inflation, the company has 12 the annual weekly wage industrial composite
13 achieved productivity improvement so that its 13 from the Conference Board of Canada.
14 labour cost per unit of output have dropped. 14 MR. JOHNSON:
15 Isthat what you - 15 Q. Okay. Now over -- whenyou seein 2011, we
16 MR. SMITH: 16 see the Newfoundland inflation rate being
17 A. Yeah, what wedo - 17 slightly ahead of the average salary increase
18 CHAIRMAN: 18 for Newfoundland Power employees by percentage
19 Q. Sol mean- 19 point, but when we get down to 2013 and 2014
20 MR. SMITH: 20 test year, we see the average salary increases
21 A. When we build our budget, what we do iswe 21 for thisgroup running ahead of even the
22 will use this composite number of about four 22 Newfoundland inflation rateand | think the
23 percent inany given year and what we'll 23 evidence would indicate that you consider the
24 actually build into our cost in our revenue 24 Newfoundland labour market to be, you know,
25 requirement in our ratesis three percent. So 25 pretty hot and subject to inflationary
Page 58 Page 60
1 we'll ask customersto pay for three percent, 1 pressure. So, | guess, Newfoundland Power
2 not the full four percent. That’'show we 2 would -- Newfoundland Power, in 2013 and 2014,
3 achieve productivity. That's how it’s built 3 is looking at salary increases that are
4 into our budgets. 4 running ahead of the inflation rate that's
5 (10:45am.) 5 predicted for Newfoundland, the Newfoundland
6 CHAIRMAN: 6 labour inflation rate?
7 Q. Soyou're becoming more efficient by using 7 MR. SMITH:
8 technology and therefore able to reduce your 8 A. Well, I think you have to be mindful maybe of
9 labour cost, which isper unit of output, 9 the full package of datathat’s here.
10 which iswhat you would normally expect in a 10 MR. JOHNSON:
11 company that's operating properly. | don't 11 Q. Okay.
12 know. But | mean, I'd like to see where you - 12 MR. SMITH:
13 - | mean, you know. 13  A. Ifyoulook at the 12 years of history, from
14 MR. JOHNSON: 14 2000 to 2012, and you look at the column on
15 Q. WHll, let me turnto 445, which asked to 15 theright, the average over there would be
16 provide how the base salary increases for 16 about 4.4 percent per year. And if you look
17 Newfoundland  Power's  engineering, 17 at the Newfoundland Power history, it would be
18 professional, manageria employee salary 18 3.9 percent per year. And so, when you take
19 increases from 2000 to 2012 have compared with |19 our four percent for the’13 and’14 and you
20 the annual inflation rate and what | 20 lay it against our 12 years of history, which
21 understand, Mr. Smith, is that the inflation 21 was 3.9, what we're forecasting to pay our
22 rate that isput forward onthe right-hand 22 employeesin'13 and ' 14 is very comparable to
23 side, that would be the Newfoundland labour 23 our history, which averaged 3.9 percent. And
24 inflation rate? 24 you know, that' s the comparator that I'd look
25 MR. SMITH: 25 at, | guess, if | look at where we are today

Page 57 - Page 60
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1 and the marketplace we'rein, and | think 1 quite voluminous, asyou can see, and it was
2 about what we've paid our employees 2 in relation to material that had been given to
3 traditionally and that again isa 12-year 3 Gannett Fleming, and as | understand what
4 average at 3.9 percent, moving forward at four 4 happened is alot of these things, appendices
5 percent seems like areasonable number. And 5 and things, were in various different
6 you haveto bear in mind that these numbers 6 electronic files and these couple of files
7 that we use here, it’s not just the base wage 7 just got missed when we were compiling the
8 increase that you give the employee, but it's 8 RFI. It was inadvertent.
9 also the step increase that goeson. So if 9 Soin any event, if | can ask Christo go
10 you hire atechnologist and the technologist 10 to CA-NP-88, get it up on the screen. If you
11 starts with you right out of school, then that 11 ook, there is-- Attachment B is the 2010
12 individual will go through a period of three 12 property inspection reports prepared by
13 or four years to reach the normal pay scale 13 Newfoundland Power personnel for each
14 for afully fetched technologist. So these 14 functional plant. And then if you gointo
15 numbers here have to reflect that also. It's 15 Attachment B, about seven pagesin, it refers
16 not just the percentage wage increase, but 16 to sample detailed inspections attached in
17 it's also the step change that occurs. 17 Appendix A and details of the distribution
18 MR. JOHNSON: 18 inspection standards outlined in Appendix C,
19 Q. Right, okay. 19 and those two appendices were missed in
20 MR. SMITH: 20 compiling the RFI response earlier on. So
21 A. Soboth thingsgo on inthese numbers. So 21 that was pointed out to us and we' ve provided
22 when | look at the tableand | compare our 22 that thismorning and filed copies with the
23 history, | get a number that’s 3.9 and when | 23 Board and with Mr. Johnson.
24 look at where we're going in the future, it's 24 And the other thing that we have, we're
25 4.0. Soit’sfairly comparableto me. 25 filing responses to the RFIs that were issued
Page 62 Page 64
1 MR. JOHNSON: 1 by the Board the other day, PUB-NP-10t0 PUB -
2 Q. lguessit'scloseto 11, Mr. Chairman, if you 2 - Or NP-110 to PUB-NP-115 and those have been
3 want to - 3 filed. That'sit, sir.
4 CHAIRMAN: 4 CHAIRMAN:
5 Q. Youwant to break here? 5 Q. Okay,sir. Andyou havea matter too, |
6 MR. JOHNSON: 6 understand?
7 Q. That'll befine with me. 7 MS. GLYNN:
8 CHAIRMAN: 8 Q. Yes, Mr.Chair. We have providedto the
9 Q. Okay. 9 parties and would like to enter onto the
10 MR. JOHNSON: 10 record Undertakings No. 17, 18 and 19 that
11 Q. Okay. Thank you. 11 were given by Mr. Troy MacDonald, the Board' s
12 (BREAK - 10:50 a.m.) 12 expert. Sothey have been distributed and
13 (RESUME - 11:28 a.m.) 13 we' ve put them on the record. Thank you.
14 CHAIRMAN: 14 (11:30am.)
15 Q. Sobeforeweresume, | understand you have a 15 CHAIRMAN:
16 preliminary matter you wish to raise, sir? 16 Q. Okay. Mr. Johnson.
17 MR. HAYES: 17 MR. JOHNSON:
18 Q. I do, Mr. Chairman. Last evening, it was 18 Q. Could | ask youto turn upthe Five-year
19 drawn to our attention that there were a 19 Energy Conservation Plan that’s at VVolume 2,
20 couple of items missing from an RFI response 20 Tab 1? Thisisexactly what it -- I’'m sorry.
21 that was, | think, in the first batch of RFIS 21 MR.KIRBY:
22 some while ago. It's CA-NP-88 and we 22 Q. Under Reports, Tab 1.
23 discovered that there were a couple of 23 MR. JOHNSON:
24 documents missing, and I'm just goingtoshow (24 Q. You have that now?
25 the Board where those belong. The RFl was 25 MR. SMITH:
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1 A I'mtryingtofindit. 1
2 MR. JOHNSON: 2
3 Q. Okay. 3
4 MR. SMITH: 4
5 A. What'sthereference again? Volume 2? 5
6 MR. JOHNSON: 6
7 Q. Volume?2, Tab 1. 7
8 MR.HAYES: 8
9 Q. It'sunder B, Reports. Tab B. 9
10 MR. SMITH: 10
11 A |seeit. 11
12 MR. HAYES: 12
13 Q. AndsubTab 1. 13
14 MR. SMITH: 14
15 A. Okay. 15
16 MR. JOHNSON: 16

17 Q. Andthisisthe Five-year Energy Conservation 17

Page 67

by the conservation programs over 2009 to 2012
and we seeit confirm what it said at page
four about the insulation program being the
biggest contributor to the savings total over
that period of nearly 33,000 megawatt hours
and about, | guess, 57 percent of thetotal is
what we calculate. And then if you flip over
to page two of two, it gives the costs of the
conservation program, and there we see that
that program, over the course of 09 to 2012,
cost about 4.2 million and so representative
of 42 percent of the cost of the program, but
on the savings, 57 percent.

And | guess aswe know, acouple of
things have happened over the last short
while. First of al, the City of St. John's
brought in, I think in 2011, different

18 Plan, 2012 to 2016, and thefirst point that 18 standardsin terms of requirements that were
19 I'd like to bring up with you is on the bottom 19 necessary for new homes, havingto do with
20 of page four of the document, having to do 20 basement insulation, exterior windows and that
21 with the insulation program. 21 sort of thing. So they required it within
22 MR. SMITH: 22 their jurisdiction, right?
23 A. Pagefour? 23 MR. SMITH:
24 MR. JOHNSON: 24  A. Yeah, there was achange coming forward from
25 Q. Pagefour, towards the bottom. 25 the National Building Code, | believe, and the
Page 66 Page 68
1 MR. SMITH: 1 City of St. John’s moved alittle faster than
2 A Yes 2 National Building Code required.
3 MR. JOHNSON: 3 MR. JOHNSON:
4 Q. It'scoming up on the screen there now. And 4 Q. Right. Andinterms of the National Building
5 it indicates there, Mr. Smith, that the 5 Code, | understand that as of December 2012,
6 insulation program has resulted in the highest 6 there was to be implementation of new standard
7 amount of energy savingsof all the programs 7 which required for new homes built in Canada
8 in the portfolio and the program provides 8 that there be insulation, for instance, in the
9 incentivesto upgrade insulation levels in 9 basements.
10 basements and attics and goes on to state that 10 MR. SMITH:
11 the experience with the program has shown 11  A. Yeah,| believe that'sthe essenceof the
12 customer participation to beresponsive to 12 change, yes.
13 awareness-building marketing activities. And 13 MR. JOHNSON:
14 as | understand it, Mr. Smith, in terms of it 14 Q. Right. And if wecould go over -- so that
15 being the biggest contributor to the total 15 means, | takeit from the materials, that no
16 energy reductions, that’ s further expanded on 16 more does Newfoundland Power or Hydro have to
17 inthisreport at Schedule A at page one of 17 incent new home construction by way of
18 two. 18 basement insulation and those types of things
19 MR. SMITH: 19 that are covered by the requirements of either
20 A. Schedule A. Again the page? 20 the City or the National Building Codes?
21 MR. JOHNSON: 21 MR. SMITH:
22 Q. Pageoneof two. If youcomedown alittle 22 A. Yeah. It would be for new home construction
23 bit further so you can see thetitle onthe 23 that we would no longer need to incent
24 top of the page, I'm sorry. Yeah. And so 24 insulation for basements, yes.
25 this table gives the energy reductions caused 25 MR. JOHNSON:
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Q. And | guess, that part of the program seemed

Page 69 Page 71
1 Q. Right. Andif wego over to CA-NP-470, we see 1 tometo beavery good bang for the buck,
2 the forecast conservation operating cost from 2 relativeto someof the other initiatives.
3 2012 forecast to 2014 forecast and | notice 3 Would that be your understanding as well?
4 that the amount for insulation is going down 4 MR. SMITH:
5 from 659, 589 to 514, and | just would like 5 A. Wdll, you know, bang for the buck, | guess,
6 you to comment upon that, | guessfrom -- | 6 could be a phrase, but 1 mean, al the
7 guesswhere I’m coming from onitis if it 7 programs that we do, windows, thermostats and
8 seems to produce these savingsin energy which 8 the new programs that we're going to do,
9 would most directly impact people'sbillsand 9 they’ll al have abang for the buck, soto
10 we know that you don’'t have to spend so much |10 speak, or a payback type of thing. Insulation
11 as you used to in terms of the new 11 is certainly one of them that customers have
12 construction, but you still have the existing 12 expressed interest in inthe past. But you
13 housing stock out there, and I’m curious as to 13 know, the other programs, thermostats and
14 why we would bring down the spending on 14 windows, have also shown -
15 insulation and perhapsnot enhance it to 15 MR. JOHNSON:
16 target the existing housing stock, for 16 Q. AndI’'m not taking anything away from the
17 instance? 17 thermostats or windows, but I'm -- in terms of
18 MR. SMITH: 18 your assessment, has it been assessed asto
19 A, Wdl, Ithink thisisjust a reflection of, 19 whether insulation does in fact provide a
20 again, as wesaid, thefact that new home 20 greater bang than some of the other measures
21 construction will not be qualified for in the 21 that are put forward as part of the
22 future and we're bringing these numbersdown |22 residential portfolio?
23 to reflect that. 23 MR. SMITH:
24 MR. JOHNSON: 24 A. I'mean, dl | can speak for iseach of these
25 Q. Okay. Butinterms of the payback for the 25 programs have their own test mechanism, |
Page 70 Page 72
1 insulation piece, | recall that from the last 1 guessyou'd call it, to ensure that thereis a
2 rate case when you testified, you used an 2 payback and the insulation has a good payback,
3 example -- and there’ s no need to go there. | 3 yes.
4 don’t think it will be much in contention -- 4 MR. JOHNSON:
5 that the typical cost to insulate a basement 5 Q. Intermsof the-- I'm interested in how the
6 was about $1200. Therebate that was being 6 program, in terms of insulation, is put out
7 provided through the program was about $250 7 there. For instance, isit an active program
8 and the annual energy savings would run about 8 in any way in terms of reaching to, for
9 200 to $250 a year, so you'd be looking -- and 9 instance, now that we don’t haveto worry
10 what you indicated in your evidence last time 10 about the new housing stock, reaching out to
11 -- about afour to five-year payback. Those 11 existing housing stock? Isthere any of that
12 figures sound about right? If not, we could 12 done either, to your knowledge, at
13 actually goto the - 13 Newfoundland Power or Hydro?
14 MR. SMITH: 14 MR. SMITH:
15 A. Yeah, | mean, thething I’'m wondering about 15 A. Wdl, with theinsulation programs that we do,
16 was the $1200. That would be the value of the 16 we -- you know, all of them, we reach out in
17 insulation, not the labour to install 17 different ways. Wedo Tv advertising. We put
18 probably. 18 things on the website. For all these
19 MR. JOHNSON: 19 activities, we're trying to stimulate
20 Q. Ithink it probably would. That would be the 20 customers' interest to participate and when we
21 value of the insulation, I’ d expect. 21 do that, insulation, thermostats, windows, in
22 MR. SMITH: 22 terms of what you've seen ontheTv inthe
23 A. Yeah. 23 past, they all get equal billing in the
24 MR. JOHNSON: 24 advertisement, we'll say.

25 MR. JOHNSON:
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1 Q. | understand that, and the adsaregood. | 1 remember them. The onel’m more familiar with
2 guessisthere any moredirect reach out in 2 isthe overall impact of all the programs.
3 terms of Newfoundland Power, | would expect, 3 MR. JOHNSON:
4 asa pretty good grasp onits-- you know, 4 Q. | guesswherel’d becoming from onitisif
5 where the housing stock is. Isthere any idea 5 there are -- | guess what gets measured gets
6 of reaching out to individual householders and 6 managed in the sense of that. | wonder could
7 saying "look, have you considered this?" 7 you find out when you go back to your office
8 MR. SMITH: 8 asto whether thereis any particular targets
9 A. Wdll, maybeaway I'll try to answer, | guess, 9 that have been set for uptake on the
10 isone of thethingsthat we'retrying to do 10 residential offerings?
11 with the program is make it appealing to a 11 MR. SMITH:
12 broader group of our customers, not just the 12 A. By choice of program, insulation versus
13 electric heat customer, and it’ s the genesis, 13 windows versus thermostats?
14 | guess, of our new small technologies program |14 MR. JOHNSON:
15 going forward that this program will haveto 15 Q. Yes, yes.
16 go through a different type of promotion and 16 MR. SMITH:
17 advertising and thingsthat we're going to 17 A. Okay.
18 make a broader group of our customers 18 MR. JOHNSON:
19 interested. In my opening, | indicated that 19 Q. Havewe set or established targets per year of
20 17,000 customers have participated in the 20 saying thisis how many people wewould like
21 program since 2009. The small technologies 21 to achieve or householders.
22 program that we'relooking tointroduce is 22 MR. SMITH:
23 going to bring participation by asmany as 23 A. Oh, | seewhat you -
24 50,000 of our customers. So that program is 24 MR. JOHNSON:
25 meant to reach out beyond thosethat just 25 Q. Youseewhat I'm saying?
Page 74 Page 76
1 happen to have electric heat. Y ou might say 1 MR. SMITH:
2 it's abit of a fairnessissue that all 2 A. Not just gigawatt hours, you mean the number
3 customers should have a chance to participate 3 of participants more so?
4 and you know, that’s the genesis of that 4 MR. JOHNSON:
5 program where we're going. So, you might say 5 Q. Yes, yes. Particularly ontheinsulation and
6 well, that might be taking away from the 6 the windows.
7 insulation program, but at the sasmetime, it's 7 MR. SMITH:
8 more about making a program that qualifies for 8 A. Okay.
9 al customers and you know, that’sthe new 9 MR. JOHNSON:
10 direction we're going in and that will have to 10 Q. That'swhat | wasdriving at there.
11 be promoted differently and dealt with 11 MR. SMITH:
12 differently, yes. 12 A. Okay.
13 MR. JOHNSON: 13 MR. JOHNSON:
14 Q. Mr. Smith, are thereliketargetsset upin 14 Q. And maybe now that you understand what | was
15 terms of -- at Newfoundland Power to say look, |15 driving at, do you know now whether there's
16 in 2012 or 2013, we are establishing a target 16 any such targets?
17 that we want to have X amount of our customers |17 MR. SMITH:
18 in the existing housing stock, for instance, 18 A. Again, | don't know of targets by program for
19 take advantage of the insulation rebate, isit 19 gigawatt hours or for participants.
20 done like that? 20 MR. JOHNSON:
21 MR. SMITH: 21 Q. Okay.
22 A. Wehavetargets that I'm familiar with with 22 MR. SMITH:
23 the overall impact of all the programs. 23 A. Butl think it'safair assumption in the way
24 Whether we have targets at the individual 24 we do this program that we would track it by
25 program level, | suspect we do. | just don't 25 those categories, so | suspect there would be
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1 some information available, | just don’t know 1 keep on coming so we can seethetop of the
2 it. 2 page, okay. So these arethe distribution
3 (11:45am.) 3 inspection standards and they’re marked
4 MR. JOHNSON: 4 "draft" but | take it these are the operative
5 Q. Okay. So if you could undertake to provide 5 ones that Newfoundland Power is using?
6 what the targets are for those on a customer 6 MR. SMITH:
7 level? 7 A. Yes, they would be.
8 MR. SMITH: 8 MR. JOHNSON:
9 A. Sure. 9 Q. Andthesewereissued, | see, if you go down,
10 MR. JOHNSON: 10 scroll alittle bit more, issued in 2001 and
11 Q. That'll be appreciated. 11 just recently revised in 2010. And so have
12 MR. SMITH: 12 they been -- these have been used since 20017
13  A. Yes 13 MR. SMITH:
14 MR. JOHNSON: 14 A. Thisdocument and its predecessor documents,
15 Q. And interms of the impact, | think you 15 yeah, would bein placesince the date of
16 indicated in your opening remarks regarding 16 issue, 2001.
17 conservation that the customers want to 17 MR. JOHNSON:
18 conserve energy and lower their bills, and in 18 Q. Okay. Now if we goover topage 12, just
19 terms of from your experience, you spoke about |19 scroll up a little bit more, it talks about
20 the small technologies being successful on the 20 on-site repairs up at the top paragraph saying
21 aggregate basis and that’sa good thing. In 21 "al deficiencies shall be recorded in the
22 terms of the ability for the customer to 22 distribution asset management system with the
23 influence his or her own bill the most, would 23 exception of minor repairs that can be
24 it be fair tosay that that would be the 24 completed on site and these minor repairs may
25 insulation one? 25 be completed by the inspector during a
Page 78 Page 80
1 MR. SMITH: 1 distribution line inspection or by aline crew
2 A lguessif youlook at insulation by itself 2 completing planning repairs.” And then, what
3 and you put enough of it in your house 3 | would ask you thereis are there any minor
4 compared to what it was before, you would 4 repairs that could be madeto poles, for
5 think that the moreyou put in, the more 5 instance, on inspection? |Is there anything
6 you're going to save and unlikea crFL light 6 that would be done as part of that process?
7 bulb, which the savings would be smaller, you 7 MR. SMITH:
8 would think that insulation would get more 8 A. With the on-site -- well, the on-site
9 benefit. So | think if you assume the more 9 inspection is done by a person by themselves.
10 you put in, the more you'll save, | think it’s 10 It's asingle person inspector.
11 logical with insulation, yes. 11 MR. JOHNSON:
12 MR. JOHNSON: 12 Q. Right.
13 Q. Canlturnfinaly to the materialsthat you 13 MR. SMITH:
14 provided that were part of that, the missing 14 A. Andfrom memory, without reading all this,
15 attachment to CA-NP-88? And specificaly I'm 15 what he will do isreplace aguy guard, which
16 referring to the Appendix C, the details of 16 you see here, which is pretty straightforward
17 the inspection standards. 17 todointhefield.
18 MR. SMITH: 18 MR. JOHNSON:
19 A. Yes 19 Q. Okay.
20 MR. JOHNSON: 20 MR. SMITH:
21 Q. Andif yougo inapageor two, you seethe 21 A. Butintermsof the pole itself, he would do
22 distribution -- if you could -- actually, just 22 an inspection of the pole and take samples if
23 come back alittle bit to the cover page, I'm 23 he needed to, but there’ s nothing he would do
24 sorry. These are-- if you could go into this 24 to maintain the pole.
25 one here? No, the actual cover. Okay. Just 25 MR. JOHNSON:
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1 Q. Okay. Andthenif you come down further, it 1 Q. Sotherewould be no efforts taken to shore up
2 indicates that "aline crew that identifiesa 2 any poles in the interim period by
3 deficiency while completing a separate job 3 Newfoundland Power? Would that be correct?
4 shall report the deficiency to their 4 MR. SMITH:
5 supervisor." Sothat would be another way 5 A. No,if apole wasinany way in jeopardy of
6 that the deficiency getstracked, | takeit, 6 itsintegrity, then you know, we would -- we
7 and that "the deficiency will be entered into 7 would straighten a pole. If a pole was leaned
8 the asset management system and planned 8 bad enough that it needed to be straightened,
9 repairswill be completed." Interms of the 9 wewould straighten a pole, but other than
10 repairs that can be completed to apole once 10 that, if thepole is inferior, we would
11 they’ve been identified, either on the 11 replace it.
12 inspection or through the line crew 12 MR. JOHNSON:
13 identifying a deficiency, what sort of repairs 13 Q. Isthere any -- the concept of shoring up the
14 would be undertaken by Newfoundland Power? |14 pole, I think there was some evidence the last
15 MR. SMITH: 15 day or so asto what is done in Nova Scotiain
16 A. Specific to the pole? 16 terms of elongating the length of poles, but
17 MR. JOHNSON: 17 that would not be activity that Newfoundland
18 Q. Yes 18 Power would undertake?
19 MR. SMITH: 19 MR. SMITH:
20 A. Wedon't have a maintenance program specific |20 A. Waell, | wasn't here yesterday, but -
21 tothe pole. Soif wesaw apolethat had a 21 MR. JOHNSON:
22 crack init or abend in itor we were 22 Q. Some concept of banding the poles to make them
23 concerned about its structural integrity, then 23 stronger to last longer if there was a
24 we would replace the pole. 24 deficiency noted.
25 MR. JOHNSON: 25 MR. SMITH:
Page 82 Page 84
1 Q. How about if the inspection showed something 1 A, Wdl, | heard acomment from yesterday that
2 less significant than, you know, a crack, 2 the concept of instead of replacing the pole,
3 whether it be, you know, woodpecker damage, 3 you install another pole adjacent to it and
4 you nameit, something onthe more minor 4 then you strap both of them together, that
5 scale? Would any action be taken? 5 type of concept. |Isthat what you mean?
6 MR. SMITH: 6 MR. JOHNSON:
7 A. If it was woodpecker damage, then again, it 7 Q. Yeah. Soisthat part of Newfoundland Power’s
8 would be assessed and how many holeswere in 8 practice?
9 the pole and would it compromise its integrity 9 MR. SMITH:
10 and then adecision would be made, but you 10 A. It'sbeen along timesince -- the phrase
11 know, that’ s subject to each pole and the size 11 would be a stubbed pole.
12 of the woodpecker hole, | guess. 12 MR. JOHNSON:
13 MR. JOHNSON: 13 Q. Okay.
14 Q. Okay. So nothing -- so essentially what 14 MR. SMITH:
15 you're saying isthat if something is spotted, 15 A. Bealongtimesince |’ ve seen a stubbed pole.
16 there wouldn't be anything done with the pole 16 From our point of view, wewoulddoit asa
17 unlessit had to be removed and then it would 17 short term emergency repair type of scenario,
18 be aremoval situation? 18 that if apolewas struck by amotor vehicle
19 MR. SMITH: 19 and the pole was in jeopardy of falling over,
20 A. Yeah. If it needed to bereplaced, it would 20 that particular night acrew would come out
21 be replaced. If it didn't need to be 21 and put a stub polein the ground, whichisa
22 replaced, it would stay there and continue to 22 short section of pole, and they would install
23 be monitored until such time asthat it needed 23 it and then they would strap the old pole and
24 to be replaced. 24 the new pole together so you could maintain
25 MR. JOHNSON: 25 service overnight. So while thisisgoing on,
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1 thewires on top remain with electricity on 1 that our temperatures are colder and for fungi
2 them so customersaren’t interrupted. So, 2 and decay to occur on a pole, it needsto have
3 it'sashort term measure to get you through 3 awarmer temperature. Y ou know, you need the
4 overnight the next day until you can comein 4 sugar from the pole. You need oxygen. You
5 and change the whole pole out with aline crew 5 need moisture and you need heat. And for our
6 and do it properly. 6 environment in Newfoundland, you get the first
7 MR. JOHNSON: 7 threefor sure, but whether or not you get
8 Q. Okay. Do youknow whether any of your 8 enough of the fourth one, the heat, is a
9 manufacturers of poles suggest any maintenance | 9 factor that would make us different compared
10 to be undertaken on poles once installed? 10 to some other utilities.
11 MR. SMITH: 11 MR. JOHNSON:
12 A. Wdll, thereare some utilitiesthat do do a 12 Q. Okay. | think those are my questions for you,
13 pole maintenance activity, | guess you would 13 Mr. Smith. Thank you very much.
14 cal it, yes. 14 MR. SMITH:
15 MR. JOHNSON: 15 A. Thank you.
16 Q. Okay. Andl guessthose -- they’'re doing 16 CHAIRMAN:
17 thingsthat you are not. What would be the 17 Q. Wedon't have hyperactive woodpeckers, do we?
18 reason why Newfoundland Power doesn’'t go that |18 MR. sMITH:
19 option of doing the maintenance on the poles? 19 A. Notthat I'm aware of, sir.
20 MR. SMITH: 20 CHAIRMAN:
21 A. Well, | guess, to decideif you're going to do 21 Q. Who'snext? I’'msorry. You are, excuse me.
22 amaintenance program, you need to havedata |22 GREENE, Q.C.
23 analysis, statistics, cost benefitstype of 23 Q. I haveno questions, Mr. Chair.
24 thing, and for utilities who would be doing a 24 CHAIRMAN:
25 pole maintenance program, they would haveto |25 Q. Anybody?
Page 86 Page 88
1 justify that based on, you know, quantities of 1 COMMISSIONER NEWMAN:
2 polesthat are failing because of decay and 2 Q. Noquestions, thank You.
3 then the cost to do the treatment and they 3 CHAIRMAN:
4 would haveto show a payback interms of 4 Q. No.
5 spending this money that thereis areturn on 5 KELLY, Q.C.
6 the investment type of thing. So that would 6 Q. Noredirect, Mr. Chairman.
7 be the type of analysis those utilities would 7 CHAIRMAN:
8 be doing. 8 Q. Youarerelieved of your duties, sir.
9 For Newfoundland Power, we just don’t see 9 MR. SMITH:
10 enough of that decay with the replacements 10 A. Thank you.
11 that we do. When our inspectors go out in the 11 CHAIRMAN:
12 field and look at our pole, which we do every 12 Q. Thank you.
13 seven years on our cycle, the number of poles 13 KELLY, Q.C.
14 that we replace in the run of ayear for, you 14 Q. That concludesthe evidence for Newfoundland
15 know, overall decay or deterioration would 15 Power, Mr. Chairman.
16 probably be a number in the range of 50, 60, 16 CHAIRMAN:
17 70 polesand that’s on a population of, you 17 Q. Sol guesswe're -- what’'s next? What are we
18 know, 200,000 poles that we have. So at this 18 doing now? We're finished for today, are we?
19 point in time, for us, you know, the economics 19 MS. GLYNN:
20 of getting there are till questionable and 20 Q. Wearefinished, Mr. Chair.
21 would there be a payback on that investment 21 CHAIRMAN:
22 for that type of quantity of poles that we 22 Q. Waéll, when are we reconvening? | didn’t write
23 have decay with. 23 it down, so you can tell meor tell us.
24 | guess the other thing in Newfoundland, 24 MS. GLYNN:
25 of course, isit’s, you know, pretty clear 25 Q. Wedo have public presentations scheduled for
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next Thursday, January 31st, at 10:00.
CHAIRMAN:
Q. Okay.
MS. GLYNN:
Q. Right now we have Mr. Winston Adams

presentation. Wehave also extended the

© 00 N O ok~ WODN P

date, January 31st, and then the following
deadlines or the next deadline after that

[
N P O

February 8th at 10:00.
CHAIRMAN:
14 Q. Okay. Sowe're adjourned until 9:00 next -
15 MS. GLYNN:
16 Q. 10:00 next Thursday.

=
w

notified the Board that he does want to give a

deadline for written comments until the same

would be theoral argument scheduled for

has

17 CHAIRMAN:
18 Q. Oh, 10:00 next Thursday morning, the 31st of
19 January. So thank you all very much.
20 KELLY, Q.C.:
21 Q. Thank you, Mr. Chairman.
22 (UPON CONCLUSION - 11:58 a.m.)
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1 CERTIFICATE

2 1, Judy Moss, hereby certify that the foregoing is atrue
3 and correct transcript of Newfoundland Power Inc.’s 2013
4 Genera Rate Application, heard on the 25th day of
5 January, A.D., 2013, before the Newfoundland and Labrador
6 Board of Commissioners of Public Utilities, 120 Torbay
7 Road, St. John's, Newfoundland and Labrador and was
8 transcribed by me to the best of my ability by means of
9 asound apparatus.

10 Dated at St. John's, Newfoundland and L abrador

11 this 25th day of January, A.D., 2013

12 Judy Moss
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