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1 (9:03am.) 1 Q. Mr. Chairman, before Mr. Johnson begins, one
2 CHAIRMAN: 2 matter of clarification from the transcript
3 Q. Good morning, everybody. Isthere anything-- 3 from yesterday that the witness undertook to
4 good morning, Ms. Newman. Anything before we 4 come back on. Thisisin the transcript, page
5 get started? 5 179 and 180, the Wrap Up for Savings Program,
6 MS. NEWMAN: 6 the relationship between the 2008 expenditures
7 Q. No preliminary matters, Mr. Chairman. 7 and the energy savings, and Mr. Ludlow can
8 CHAIRMAN: 8 address that first, if you wish.
9 Q.Justliketointroduce, | guess, Ms. Barbara 9 CHAIRMAN:
10 Thistle. Barbara is, among other things, 10 Q. Yes, that'll befine. Isthat satisfactory to
11 assistant Board secretary, | guess just 11 you?
12 filling in for Cheryl who'sgone to confirm 12 MR. JOHNSON:
13 the diagnosis that | had yesterday of her. | 13 Q. That'sfine.
14 think she seems to be coming down with 14 MR. LUDLOW:
15 something, so she may be gone for a couple of 15  A. Mr. Chairman, yesterday in cross-examination,
16 days or afew hours, I'm not sure. 16 the Consumer Advocate referred to CA-NP-79.
17 Anyway, good morning, Mr. Ludlow and Ms. 17 Chris, if you could bring that up, please? Go
18 Perry. 18 down to Tablel, and there was specific
19 MR. LUDLOW: 19 referencein discussion regarding the cost
20  A. Good morning. 20 savings of column three at the 1.163 million
21 MS. PERRY: 21 dollars. This savings of 1.163 million
22 A. Good morning. 22 represents, as you come across to the second
23 CHAIRMAN: 23 column of energy savings, 11 million 300
24 Q. Mr. Johnson, when you're ready, please. 24 thousand kilowatt hours of energy. Thisisan
25 KELLY, QC.: 25 aggregate total since the Wrap Up for Savings
Page 3 Page 4
1 program began in 1992. 1 any further details down into the costings and
2 Thisisfurther explained in the evidence 2 the details of the program, I’'m going to be
3 onpage 38. Chris, if you could take us 3 deferring to Mr. Delaney.
4 there, please? Particularly linessix and 4 CHAIRMAN:
5 seven, "the annual energy savings achieved as 5 Q. That'sfair enough.
6 aresult of customer participationin this 6 MR. JOHNSON:
7 program since its launch in 1992 are estimated 7 Q. Thank you, Mr. Ludlow. Perhapsyou might
8 at over 11.3 gigawatt hours” and that’s 8 undertake to provide us with the expenditures
9 further explained in footnote 56 on the bottom 9 that your Company has made on the Wrap Up for
10 of this page, and when a customer saves energy 10 Savings program since 1992, so we can compare
11 through the Wrap Up for Savings program, it's 11 the expenditure on the program to the 1.186.
12 not a onetime. Theenergy is saved every 12 Would that be afair undertaking for meto -
13 year, and the inference drawn in discussion on 13 KELLY, Q.C.:
14 cross-examination yesterday that the $85,000 14 Q.| don’'t know how far--how much timeit’ll take
15 as per CA-NP-76, again I'll take you to the 15 to go all the way back to 1992, Mr. Chairman -
16 Wrap Up for Savings in Table 1, across to 16 MR. JOHNSON:
17 column 2007 forecast of $85,000. The 17 Q. Well, we're dready back -
18 inference that this 85,000 directly provides 18 KELLY, Q.C..
19 the 1.163 millionis incorrect. The total 19 Q.-but we'll look atit. Mr. Delaney will
20 effect of the program since 1992 has 20 speak to the issue further in any event.
21 contributed the savings as per the table that 21 MR. JOHNSON:
22 | put up earlier in CA-NP-79. Thisis an 22 Q. Wdll, ishe going to have that information?
23 ongoing expenditure program and this program 23 KELLY, Q.C.
24 has been in place for 15 years. 24 Q. I'll have alook atit andwe'll see, and
25 | also said yesterday, Mr. Chairman, that 25 certainly question Mr. Delaney.
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1 MS. NEWMAN: 1 well prepared and he will speak to it
2 Q Sowell call that Undertaking No. 1 to the 2 accordingly.
3 extent that the information is available. 3 Q.Letme moveon then. You spoke yesterday
4 KELLY, Q.C. 4 about internal metricies, Mr. Ludlow?
5 Q. Satisfactory, Mr. Chairman. 5 MR. LUDLOW:
6 MR. JOHNSON: 6 A.Yes | did.
7 Q. Juston that point, if wecouldgo back to 7 Q. AndI'm still not clear what these internal--
8 that table? If you don’t know the answer, 8 what sort of things these internal metricies
9 that’sfair play, buton Tablel, it shows 9 address, what do they cover off?
10 that your Wrap Up for Savings expendituresin 10 MR. LUDLOW:
11 '02 were 15,000 bucks. 1n 2003, it was 11 A. Mr. Chairman, we manage, through a series of
12 $6,000. Would that have been an increase, to 12 metricsand the metrics can range from the
13 your knowledge, from previous years? Was that 13 speed with which we answer atelephone call to
14 aramped up spending in '02 and ' 03 relative 14 absenteeism, to safety, to reliability. | do
15 to previous years or doesthat fall off? Do 15 not have an exhaustive list, but to give you a
16 you know? 16 flavour, it can walk from one end of the
17 MR. LUDLOW: 17 corporation to the other, and these are
18 A. Mr. Chairman, I've basically gone around this 18 management metrics that we have within the
19 mulberry bush about four times yesterday. I’'m 19 various departments that we use.
20 hereto speak asa policy witness on these 20 Q. Andyou mentioned yesterday something about an
21 topic areas. Mr. Delaney iswell prepared in 21 80/40 metric, management metric of the 80/40,
22 dealing with the Wrap Up for Savings, the 22 refer to answering our calls, speed of
23 various programs that are there, and the 23 answering, quality of answering, etcetera.
24 trendings, | haven’t prepared to that level of 24 What was the 80/40 reference?
25 detail for this hearing, but our witnesses are 25 MR. LUDLOW:
Page 7 Page 8
1 A.Asametricweuseinour call centrefor the 1 of answering, quality of answering and that’s
2 ability to respond to incoming telephone 2 used as much for sizing, staffing and driving
3 cals. 3 performance.” And what did you mean yesterday
4 Q. What'sthe significance of the 80/40? What 4 when you talked about used for driving
5 doesit mean? 5 performance?
6 MR.LUDLOW: 6 MR.LUDLOW:
7 A It means, again, | will--to give you aflavour 7  A.Our customers have told us, Mr. Chairman,
8 of wherethisis, from apolicy side, it' sthe 8 through our quarterly reports, our quarterly
9 speed with which our ability to answer phone 9 surveysthat they are very interested, and
10 calls within 40 seconds. 10 needless to say there’ stwo, it’ s reliability
11 Q. And would one of the purposes of these various 11 and price, but there's aso all of our
12 metriciesthat you al have developed, would 12 customer service as well, and this stems back
13 that be to drive performance? | think that’'s 13 to the late 90s and further through the early
14 one of the things you said yesterday. 14 70s-- or late 90s, early 2000, when we set up
15 MR. LUDLOW: 15 the call centre to be responding to areas that
16 A. It would be to monitor performance, to ensure 16 our customers were calling.
17 that the balance between cost and serviceis 17 Our customers have, from my perspective,
18 maintained, and the fact that we are focused 18 given me the comfort that our current
19 on the important things in managing the 19 performance at the 80/40 is where we need to
20 utility, Mr. Chairman. 20 be. This gives us required resources,
21 Q. But yesterday, at page 159 of the transcript, 21 technology, staffing levels with which to meet
22 line 124, you said "takethe call centre." 22 the ability to answer those calls, and we
23 I’'mreading fromline 20. "Takethe call 23 monitor that daily.
24 centre. We've set a-| use a management 24 Q. Soyou monitor that daily? You collect it
25 metric of the 80/40 answering our calls, speed 25 routinely?
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1 MR.LUDLOW:
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2 A.Yes wedo.
3 Q. Yes, and now, in terms of--so your people who
4 are working throughout Newfoundland Power,
5 they would be well aware of these metricies?
6 MR.LUDLOW:
7  A.Our employees throughout Newfoundland Power
8 would not necessarily be well aware of that
9 metric. That's a management metric within the
10 call centre. Now whether we post--we may post
11 that on the internet, I’'m not quite certain,
12 but it's used to manage different groups
13 within the customer service department,
14 specifically the call centre.
15 Q. Andlet’sjust takeit abit further. There's
16 obviously people in your call centre
17 responding to customer inquiries,
18 difficulties, etcetera. Would they be aware
19 of the presence of this, asyou’ ve termed it,
20 management metric, this 80/40?
21 MR.LUDLOW:
22 A.Yes
23 Q. And why are they made aware of it?

24 MR.LUDLOW:
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and again thisisan areathat Mr. Delaney
will be speaking to, the customer service
area, but it'sused to staff, respond, and
basically a cal centre, to give you a
flavour, Mr. Chair, if you think about the
dynamics of the system, come the winter time,
you have one dynamic. Come June, a lot of
people are moving houses. Come September, we
have studentscoming in, and basically we
manage our department through resourcing,
through staff, to try and keep that metric.
Time of day, 8:00in the morning versus noon
time, there’ sa whole different series of
shifts that occur, and that’s what’s used to
try and ensure that our ability to respond to
our customers is managed by the appropriate
resources. That’sthe reason that’sin place.

(9:15am.)

Q. Well, let's comeat it another way. If it
became known to your people, to Mr. Delaney,
to you, that this 80/40 metric, for instance,
wasn't being achieved, what would be done
about it?

24 MR. LUDLOW:

25  A. People within the customer service department, 25  A. Mr. Chairman, thisisametric that’s used by
Page 11 Page 12

1 the manager within a department within 1 issuesin detail and -

2 Newfoundland Power. They manage their ability 2 Q Wadl, | understand the witness' point, Mr.

3 to respond. | would look at that metric 3 Chairman, and all I’m looking to get is a copy

4 probably ona month, onthe quarter, and 4 of them. I’ll take it up with Mr. Delaney once

5 ensure that we are meeting what we set out to 5 | see them, but | thought I’d get the ball

6 do, and there aretimeswewill fall below. 6 rolling interms of actualy starting the

7 There are times we will exceed. Soif we're 7 request process to get them -

8 consistently below, wewill takeaction to 8 KELLY, Q.C::

9 pick it back up. 9 Q. Ther€' snumerous RFIS -

10 Q. Could we--sort of speakingin a bit of a 10 MR. JOHNSON:

11 vacuum in asense, because | haven't seen the 11 Q.- inanticipation of Mr. Delaney.

12 metrics. It's thefirst timel’ve heard of 12 KELLY, Q.C.:

13 theterm in any of the evidence here. Would 13 Q. Sorry. There's numerous RFIson the record

14 it be possible, Mr. Ludlow, to have those 14 over these type of standards, whatever word

15 metricies provided, the ones that we're 15 you wish to use. Infact, | know through Mr.

16 canvassing here thismorning? So that | can 16 Bowman, they asked quitea number of them

17 get a sense of black and white, what itis 17 towards the tail end of the RFI process, and

18 you' re talking about. 18 rather than go back and reinvent the whesdl, in

19 MR. LUDLOW: 19 terms of providing thisdata, a lot of itis

20  A.l would suggest, again Mr. Chairman, that this 20 aready thereand we'll seeif we can point

21 whole area about the individual metricies and 21 Mr. Johnson to it at the break, if that’s of

22 management areas, my idea here isto try and 22 assistance.

23 give you a flavour of how we manage the 23 MR. JOHNSON:

24 company, the flexibility of the company. 24 Q. Soall your metriciesare within what you've

25 Again, Mr. Delaney will be addressing these 25 provided Mr. Bowman, or can you speak to that
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1 MR. JOHNSON: 1 company. These are not standards. There'sa
2 or isthat Mr. Delaney’ s area? 2 fundamental difference, as | explained
3 MR. LUDLOW: 3 yesterday.
4 A That'sMr. Delaney’s area. 4 Q.Okay. Let merefer you to CA-NP-65, because
5 Q.Okay. Wedl, wecan havea chat about it 5 you referred yesterday to this gentleman, Dan
6 during the break to see if we can resolve it. 6 Brown, and in particular, I’m speaking of page
7 CHAIRMAN: 7 three of six.
8 Q. Thank you. 8 MR. LUDLOW:
9 KELLY, Q.C. 9  A.Just one second, please. Page three of six?
10 Q. Particular, they beginat 452, kind of run 10 Q.Yes
11 through 456-57-58-59. There’sawholegroup of |11 MR. LUDLOW:
12 them there, Mr. Chairman. 12 A.Yes | haveit.
13 CHAIRMAN: 13 Q. Okay, and thisisthe Dan Brown that you were
14 Q. Okay. 14 making referenceto that's quotedin this
15 MR. JOHNSON: 15 response to this RFI from the Consumer
16 Q. Andjust again, | take it therewould bea 16 Advocate?
17 reluctance on your part to call those 17 MR. LUDLOW:
18 metricies standards, even if they were 18 A. That's correct.
19 internal standards to Newfoundland Power on 19 Q. Okay, and I'm just focusing on the quote
20 your part? 20 starting at line 17. "Itisnoted that the
21 MR.LUDLOW: 21 Company’s emphasis, now that there is
22 A.Mr. Chairman, | answered that question 22 practically no load growth on the system, is
23 yesterday. These are management metrics that 23 directed more towards customer service than
24 we useto guide the way we direct and manage 24 construction of new facilities." Then he says
25 different resources and systemswithin our 25 "the reliability of supply to Company
Page 15 Page 16
1 customers isconsidered to be acceptable, 1 also highlighted in RFI, and the number
2 athough lower than the average for Canadian 2 escapes me hereright now. In particular,
3 utilities, and it is important that the 3 there' s evidence of, | mentioned yesterday,
4 utility maintain, and in fact seek to improve 4 the frequency of complaints were ever
5 its performancein this regard.” Was it 5 increasing. Wewere seeing a deteriorated
6 following this report that there were stepsto 6 performancein our feeders, and overal, we
7 actually improve Newfoundland Power’s 7 weren't performing to the level that was being
8 performance vis-a-visreliability, customer 8 required, and this further solidified that
9 service? Isthat your evidence? 9 comment.
10 MR. LUDLOW: 10 Q. Sotoday, would you be performing vis-a-vis
11 A.In1998--that ismy evidence, andin 1998, 11 reliability, in your assessment, to alevel
12 when Mr. Dan Brown, being the independent 12 that’ s required?
13 consultant brought in by the Board, did make 13 MR. LUDLOW:
14 that comment, there were observations of 14 A. | think there' s been substantive improvement,
15 performance deteriorating, yes. 15 as | highlighted yesterday by our performance
16 Q. Okay, andin terms of--so would you have 16 and as highlighted in the evidence. As| said
17 agreed with his assessment or would you have 17 yesterday as well, our performance in SAIDI
18 agreed that at that time, you did not have 18 and salFl ismonitored at a corporate level.
19 satisfactory reliability on Newfoundland Power 19 Thereis still room for improvement at some of
20 system? 20 the individual feeder levels, and that’s been
21 MR.LUDLOW: 21 the approach that has been used, and again
22 A.Mr. Chairman, in 1998, after coming through 22 will be addressed by Mr. Delaney later,
23 the mid 90s, in atime of what | would call 23 hopefully today or tomorrow.
24 deteriorating performance, there was 24 Q. Butinterms, you know, of thehigh level, |
25 substantive room for improvement and that is 25 think it'sfair for me to ask you, how, in the
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1 MR. JOHNSON: 1 performance numbers.
2 absence of some standards, areyou able to 2 Q. Okay. Well, let mefollow up on that then.
3 say, on an objective basis, "yeah, we're there 3 So does thisredlly all come downto your
4 onreliability" or "no, we're not there on 4 comfort level, that youand your leadership
5 reliability? 5 team have? | mean, isthere away for usto
6 MR. LUDLOW: 6 see what is the standard by which you achieve
7  A.Running a utility, Mr. Chairman, is an 7 your comfort at those--in those individual
8 interesting dynamic, and I'll start with that 8 pocket cases? For instance, if an individual
9 comment. | was asked yesterday if | get many 9 area of the province is having more
10 phone calls or there was some phraseol ogy of 10 interruptions, you know, on amultiple basis
11 that. | amtill in receipt of multiple 11 asyou'veindicated compared to the average,
12 concerns from different areas of this 12 well, what isit that triggers Earl Ludlow’s
13 province. The number and the breadth has 13 concern? What isthe multiple? Isit twice?
14 declined. The overal number has shown 14 Isit three times? What's the standard?
15 substantive improvement inthe saibl andin 15 MR. LUDLOW:
16 the salFl format since 2002 and indeed, since 16 A. Mr. Chairman, we report on aregular basisto
17 1998. Weare getting feedback from our 17 thisBoard. We're as open and as transparent
18 customersthrough various meansthat | went 18 and whatever isrequired, we will report. We
19 through yesterday. | do not have acomfort 19 compare ourselves to national numbers, but we
20 that we are performing at alevel in all areas 20 do not hold ourselves to national numbers.
21 of our Company wherewe need to be. | ammore |21 There is a series of judgment parameters that
22 comfortable with the overall numbers, but when 22 must be brought into play. We have field
23 | look at some of therural areas, they are 23 representatives and we listen to our
24 till not where we require or are requiring, 24 customers, and those customers are talked to
25 and they arein multiples of the system 25 daily, quarterly. | speak to them. The
Page 19 Page 20
1 executive team speaks to them, and my staff 1 that? No, | cannot. But that’s one quote. |
2 speak to them. All that form part of the 2 will be certain to say that as we start or if
3 decision making metrics. It's not one times, 3 we go down this road, it opens a whole door of
4 two times ortentimes. Itis basicaly a 4 where do we start to track reliability? We
5 management judgment that we apply and we 5 currently track it at the feeder level. We're
6 counterbalance that with feedback from our 6 not at the houselevel. Wearenot at the
7 customers and our reporting relationships 7 business level. The cost associated with that
8 through the Board. 8 has impacts in metering, in
9 Q. Youmentioned yesterday that there would be 9 telecommunications, in IT infrastructure, in
10 costs associated with development of standards 10 staffing, and in reporting. | can’t quantify
11 and operation within a standard environment, 11 them. | don't have them, but| am certain
12 you know, whether it be customer service, you 12 that there are cost complexitiesinvolved, and
13 know, reliability indicia, etcetera. Just can 13 again, Mr. Delaney can deal with that probably
14 you elaborate on those, Mr. Ludlow? 14 to a morefinite level than | canat this
15 MR. LUDLOW: 15 point in time, Mr. Chair.
16  A.Well, thereference | made yesterday, Mr. 16 (9:30am.)
17 Chairman, was actually--just bear with me one 17 Q. But seeing you've opined on those costs, Mr.
18 second, if | may. | actually took aquote 18 Ludlow, I mean, you're already tracking, as
19 from a document that was passed out by the 19 you've indicated, anumber of theseindicia
20 Consumer Advocate. It was entitled The State 20 for your own purposes and your reporting. So
21 of Reliability related Regulation, and the 21 if you're tracking them and reporting them
22 quote that’s here says "tracking and reporting 22 because of a standard, that’s not additional
23 of these indicators may force utilities to 23 cost, isit, Mr. Ludlow?
24 undertake significant investments in 24 MR.LUDLOW:
25 information systems." Now can| quantify 25  A.l am certain, Mr. Chairman, that the level and
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1 MR.LUDLOW: 1 reliability assessment and reporting on a
2 depth that we monitor our management metrics 2 conceptually similar basisto that required by
3 in our Company will not meet the scrutiny of 3 the Delaware Standard."
4 being cross-examined in this hearing for days. 4 Q.Right, and could | then turnyou to--oris
5 I’m positive of it. Aswe start to move 5 thisagain Mr. Delaney, you' d defer to?
6 towards implementation of different processes, 6 MR. LUDLOW:
7 as we move towards--if we were to take 7 A.Youcan take me there, but there'sa good
8 reliability to the household level, we're not 8 chance it will be deferred to Mr. Delaney.
9 talking tensof thousands. We're taking 9 Q. Okay. But I'll just getyour observation
10 multiple millions. So I’'m being very conscious 10 then, as president, even though he'll speak to
11 of the balance between output, costs, service 11 the details. The attachment to CA-NP-65 gives
12 and reliability and that basicaly is the 12 a comparison of the Delaware Standard and
13 premise under which we' ve been operating. 13 Newfoundland Power’s practice.
14 Q. Mr. Ludlow, can | turn you to CA-NP-65, page 14 MR. LUDLOW:
15 five of six, and in particular lines 11 to 13? 15 A.Yes
16 MR. LUDLOW: 16 Q. Andfirst of al, have you seen this before?
17 A. Just asecond. Pagefiveof six? 17 MR. LUDLOW:
18 Q.Yes 18  A.Yes, | have
19 MR. LUDLOW: 19 Q. Okay, and just to get your observation, Mr.
20 A.Yes, | havethat. 20 Ludlow, but it seemsto methat in keeping
21 Q. Okay. Would you just read what it says there, 21 with the statement that you’ ve just read about
22 from 11 to 13? 22 Newfoundland Power does conceptualy similar
23 MR. LUDLOW: 23 to what Delaware does, in terms of reporting,
24 A.Okay, just a minute please. "The current 24 etcetera, that the big difference that we're
25 practice of Newfoundland Power includes 25 talking about is whether there's any
Page 23 Page 24
1 benchmarks or standardsin place. That seems 1 debate.
2 to me to be the big difference. 2 Q. Okay. Wdll, I'll ask Mr. Delaney more about
3 MR. LUDLOW: 3 it. Just finally on the Alberta reporting
4  A.I’'mgoing to qualify my answer and then put it 4 that it does, if you could bring up
5 out to Mr. Delaney torespond in detail. 5 Information 10.
6 Therewas atime | would love to get into this 6 MR. LUDLOW:
7 debate. Mr. Chairman, there's afundamental 7 A.10?
8 difference between Delaware and Newfoundland | 8 Q. Yes, Mr. Ludlow, | guess the cover page here
9 Power, as | understand it, and one was 9 is the--the cover page isa FortisAlberta
10 implemented as aresult of an under investment 10 Service Quality and Reliability Performance
11 or aperceived under investment, and | stand 11 Monitoring Reporting Plan for the year ended
12 to be corrected, Mr. Johnson, on my detail on 12 2006. Whileyou were at the company, | take
13 that end, but | do look at Newfoundland Power. 13 it similar reports were filed with the
14 | look a a company whose reliability 14 regulator?
15 statistics have improved substantially in the 15 MR. LUDLOW:
16 last five years. Customer service ratings are 16 A.I’mnot certain when this actually cameinto
17 running 88 to 90 percent and our operating 17 play, Mr. Johnson. To say I've seen it
18 costs have declined, or at least stayed flat 18 before, | would haveto say no, but | know
19 inthe last fiveand extending it back ten 19 therewas alot of changes occurring, asl
20 years. The standardsthat Mr. Johnson is 20 explained yesterday, Mr. Chairman, around the
21 referring to, I’m going to leaveto a person 21 2003 time frame.
22 probably more attuned toit than| at this 22 Q. Okay.
23 pointintime. But from apolicy side, the 23 MR. LUDLOW:
24 need isfundamentally different, and that 24  A.Thismay havebeenin. I just don't know.
25 becomes the challenge, | think, in this 25 Q. Okay, fair enough. Thisreport, it'san
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1 MR. JOHNSON: 1 Q. Finaly, | wanttotouch on, Mr. Ludlow, |
2 annual report. Do you know whether--when you 2 guess a question that you probably would have
3 were there, for instance, was there quarterly 3 anticipated from my opening, and that is why
4 reports done as well at FortisAlberta? 4 is it appropriate for executives of
5 MR. LUDLOW: 5 Newfoundland Power and managers of
6 A.Mr. Chairman, | just don’t know. 6 Newfoundland Power to be held accountable
7 Q. Okay. 7 internally and indeed be paid on the basis of
8 MR. LUDLOW: 8 meeting targets when it comesto reliability
9 A.l know wedidalot of work with the AEUB at 9 and customer service, but it’s not appropriate
10 that point in time, but the levels of 10 for there to be any external targets aswe're
11 documents, | just don’t know. 11 proposing?
12 Q. Okay. Do you know how many pages this Service 12 MR. LUDLOW:
13 Quality and Reliability Performance Monitoring 13 A. Mr. Chairman, the compensation, STI | do
14 and Reporting Plan takes up, Mr. Ludlow? 14 believeiswhat Mr. Johnson isreferring to,
15 MR.LUDLOW: 15 is about balance. It's about balance between
16  A.lhaveno idea | guessif youwant meto 16 customer service. It'sabout reliability.
17 count them, | can do that for you. 17 It's about cost and price, and that’s what our
18 Q. It's 22, and then there' s certain attachments 18 customers have been telling us consistently
19 to them, and it’ sjust an annual report. Are 19 for the past ten years. The management and
20 you aware of any particular burden on 20 executive of this Company are held accountable
21 FortisAlberta from providing this report, this 21 onthose basis andthat’s the basis under
22 information that it tracked and reporting it 22 which the sTiand compensation at risk has
23 relative to certain standards? 23 been put in place.
24 MR.LUDLOW: 24 Q. Let meturnto CA-340, and in particular, page
25 A.No. 25 three of three.
Page 27 Page 28
1 MR.LUDLOW: 1 namely: SAlFl, whichis the frequency of
2 A. Okay, just one second now, I'll get these out. 2 outage; percent customer satisfaction; an item
3 Okay. 3 called first call resolution, and what that
4 Q. Andwe have Table 3 here, whichis ashort 4 is, Mr. Chairman, to giveyou a flavour, is
5 term incentive plan, corporatetargets for 5 that when you call the call centre, isyour
6 2007. Just - 6 call answered and your query responded to on
7 MR. LUDLOW: 7 thefirst call rather than being subjected to
8 A. Sorry, what page was that again? 8 fiveor six transfers; safety, as| spoke
9 Q. Table3of CA-NP-340. 9 yesterday will continue to be afocus of this
10 MR. LUDLOW: 10 Company, deals with the al injury and iliness
11 A Yes 11 frequency rate of our employeeswithin our
12 Q. Just explain to the Board what they’re looking 12 business; and finally, we have controllable
13 at on the screen here. 13 operating costs, which I’'ve spokento, ona
14 MR. LUDLOW: 14 per customer basis, and finaly, it's
15 A.Okay. Theshort term incentive plan of 15 earnings, and the targets and the weightings,
16 Newfoundland Power is comprised of a base 16 this can get down into minutia of detail here
17 salary, a short term incentive plan and other 17 that the way it worksisthat the weights are
18 portions. It's that style of executive 18 given to specific areas and the targets to hit
19 management that’s been designed--executive 19 100 percent are the numbers that are
20 compensation that’ s been designed by, we use 20 calculated as shown.
21 actually Hay Consultants, the Hay system. And 21 Q. Sowhat’sthe consequence if you don’t hit the
22 what you see on Table 3 are four categories, 22 reliability target on sAIFI of 2.63?
23 namely reliability, customer satisfaction, 23 MR. LUDLOW:
24 safety and financial. The measures within 24 A. It would be no different than if | don’t hit
25 those categories then focus in specific areas, 25 the customer satisfaction target of 89
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1 MR. JOHNSON: 1 Resolution, this 87 percent, which isafairly
2 percent. | will lose 15 percent of whatever 2 high number. Thisisanumber that you’re not
3 the apportionate amount is of my short term 3 tending towards, as| think the phrase was
4 incentive. 4 used yesterday in the context of reliability.
5 Q. Soit has some teeth, from that point of view? 5 Thisis not anumber you're tending towards.
6 MR. LUDLOW: 6 Thisisanumber that you're striving for, 89
7  A.lthasfinancial consequences to the executive 7 percent, correct?
8 and the managers of this Company. 8 MR. LUDLOW:
9 Q And | understand that the idea or the 9 A If you'rereferring to First Call Resolution,
10 principle behind the short term incentiveis 10 it's 87 percent.
11 to focus attention, to drive results. Would 11 Q. 87,I'msorry.
12 that be afair comment? 12 MR. LUDLOW:
13 MR. LUDLOW: 13 A.And this target is something that’s been
14  A. | think it'sto ensurethat we not drive one 14 brought in, I do believe, thisyear for the
15 particular area, but keep our eye on the ball, 15 first time. Because of the fact our customers
16 sorry, the four balls, asit were. To ensure 16 weretelling us wewere not answering the
17 that we just don't hit--let’s say First Call 17 calls asthey were asking questions. We were
18 Resolution, and | loaded up another 50 staff 18 answering the phone, but not responding to
19 members on the phones, but my operating costs 19 their query. So wethen levered at another
20 went out the window. Thisis about balance 20 place. To say that that’s an absolute number,
21 and thisis about managing a company, and it 21 that’ s a number that will move as our systems
22 is not about focusing on one. If there'sone 22 perfect. Perfect isaheavy word. I’'m sorry,
23 therethat | would over focuson, it'sthe 23 Mr. Johnson. | mean, to even get closeto
24 third one, it's safety. 24 perfectionin this. As wefine tune, that
25 Q. Wadll, let's justlook at the First Call 25 number is something that is ajudgment that we
Page 31 Page 32
1 can gettowards. We get there, will we 1 correct?
2 improveit? We'll listento our customers 2 MR. LUDLOW:
3 again. 3 A Thatiscorrect.
4 Q. But my question, Mr. Ludlow, and | appreciate 4 Q. And why did you drop sAIDI?
5 the background. Don’t get me wrong. But my 5 MR. LUDLOW:
6 guestion was whether or not you strive to 6 A.Wedropped saIDI because as we looked at where
7 reach, at least these numbers. | mean, if 7 we were on anationa bass, as | said
8 these areyour corporate targets, | mean, 8 yesterday, in comparison to this Canadian
9 they’'re not targetsfor--they're not called 9 Electricity Association, we felt we were at
10 targets for no reason. 10 where utilities of our size and say our
11 MR. LUDLOW: 11 geographic situation--1 think we' re uniquein
12 A. No, itissomething that’s been--Mr. Chairman, 12 that front, but we were pretty much on where
13 that has been thought about. It’s been looked 13 itwas. | wouldn’t say we're comfortable, but
14 at. If the Consumer Advocateis by anyway 14 I will tell you, although it'snot on here
15 indicating that there's a study underlying the 15 doesn’t mean that the eyeis off the ball on
16 87 percent, it’'s not there. 16 duration. Frequency is one that's still
17 Q. Okay. 17 exceeding and one that require work. That's
18 MR. LUDLOW: 18 the reason.
19  A.And| know that if | reach the 87 percent this 19 Q. Okay. Sowhat--just so | can understand, and
20 year, don’t be surprised if | can think about 20 I’m not suggesting you' re taking your eye off
21 that one and notch it alittle bit to improve 21 SAIDI, but it’s not one of the express targets
22 our customers at little bit better again next 22 for 2007. You satisfied yourselves on SAIDI
23 year. 23 for the time being, | take it, and I'm
24 Q. Now, intermsof your reliability, | take it 24 interested in knowing what was it about SAIDI,
25 you dropped saibl from 2007. Would that be 25 what standard did you reach, what number did
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1 MR. JOHNSON: 1 year, becausewe' re moving another one in
2 you reach where you say "guys, we can take the 2 called First Call Resolution that our
3 foot off the gas on sAIDI. Let’'s concentrate 3 customers are telling us, "listen, answer our
4 on other things?' That'sal I’'m asking you. 4 call when--when we call, answer and answer our
5 MR. LUDLOW: 5 query,” and that’' sthe style that we've been
6 A.Mr. Johnson, | think you're looking for 6 using.
7 absolutes and in this business, there are no 7 Q. Okay, andjust togoto salFl for asecond,
8 absolutes. Thisis about managing many, many, 8 the 2.63 being the target. How did you arrive
9 many inputs. At thispoint, wefelt, and 9 at that target? | mean, it isa-it's a
10 through the group and my predecessor as well 10 numerical expression, Mr. Ludlow, and I'm
11 felt, predecessors, that the movement in other 11 interested in how you arrived at the numerical
12 areas was equally important and more important 12 expression asa corporate target for your
13 to moving here now like the First Call 13 Company.
14 Resolution. Rather than having alist of 14 MR. LUDLOW:
15 about 15 or 20, we've made substantive gains 15 A. Mr. Chairman, 6:30 thismorning | said"I’m
16 in saIDl. We're hitting on the national 16 going to be asked a question about 2.63," and
17 average. Isthat good enough? To us, it was 17 | did not write it down. | apologize. | will
18 a clear indicator. We've worked through 18 giveyou an explanation of how it'sarrived
19 deployment that Mr. Delaney again can go 19 at, and | think, if that will be somewhat
20 through, maintenance, capital investment and 20 informative to the Board. It's looked at past
21 the whole area has been dealt with on those 21 history with an improvement factor built in,
22 fronts. So we didn’t take the foot off the 22 and | don’'t havethe calculation in front of
23 gas and we certainly haven’'t got the foot on 23 me. I’m sorry.
24 the brake. What we're sayingisit isnot 24 Q. Soisthat something that you're undertaking
25 wherewe want to be in these sTis for this 25 to provide us so that we'd seeit?
Page 35 Page 36
1 MR. LUDLOW: 1 a topic called Under Frequency Trips and
2 A.Yes. That'snot aproblem. | will concedeto 2 Performance and our ability to work together
3 that undertaking, Mr. Johnson. 3 with Newfoundland and Labrador Hydro and work
4 Q. Thank you, very much, Mr. Ludlow. Is 4 with Mr. Haynes and others at that time. So
5 Newfoundland Power in a position to determine 5 this not just about me setting a target for
6 an appropriate target for SAIFI on our 6 the overall system. Thisis something we move
7 interconnected system? 7 towards and we manage accordingly, and that's
8 MR.LUDLOW: 8 what we'redoing. We will provide you with
9 A.Youregoing to haveto explainthat onea 9 the detail of the calculation, obviously, as|
10 little further for me, Mr. Johnson. 10 said.
11 Q. You'veindicated what the corporate target for 11 Q. Andjust findly on thispoint, | take it
12 2007 ison salF of 2.63, okay. If we wereto 12 reliability is the single most important
13 move towards setting some external targets, 13 priority of the consumer, according to your
14 never mind just internal corporate targets 14 surveys, followed closely by price, would | be
15 like you've said, is your Company in a 15 having that correct?
16 positionto say that 2.63 isa reasonable 16 MR.LUDLOW:
17 number? 17 A. That'safair assessment.
18 MR. LUDLOW: 18 Q. Okay, and just finally, just ask you, you're
19  A.I’'mnot indicating before this Board that I'm 19 in the service business, how it could be that
20 happy with 2.63, | want to make that point 20 youwould not havean external target for
21 very clear. What | am also goingto make 21 reliability given thevery highvalue, the
22 clear isthat again | will reflect to my past, 22 high priority that the consumer places on it,
23 Mr. Chairman, at the danger of going down too 23 it's their number one priority that comes
24 deep here. But | know I'veaso been held 24 through in your surveys, and that you would
25 accountable for the entire system frequency on 25 not have any standard except for one for your
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1 MR. JOHNSON: 1 build back in the feedback mechanisms from our
2 own internal corporate targetsand for your 2 customers through quarterly satisfaction,
3 pay scheme? 3 through our discussions, through the call
4 MR. LUDLOW: 4 centre, through our line personnel, meter
5 A.I’'mmissing your question here. | don’t know 5 readers and actual customer visits. As| said
6 if it was acomment or just - 6 yesterday, my phone has been well known to
7 Q. Part comment. But I’m just asking how can you 7 ring in the last six months. | don’t know how
8 square the two, if the consumer placesit as 8 the number is getting out, Mr. Chairman, but
9 their biggest concern? 9 5363 is an active number, it rings. So when
10 MR. LUDLOW: 10 you balance all that up, the need for most
11 A. There sno question that our customerstell us 11 cost and complexity isbeyond me. AndI'm
12 reliability and price, inthat order, isof 12 going to leave Mr. Delaney to bring the fine
13 prime importance. We ve been working on both |13 points home on that discussion.
14 fronts, and that’s obvious. The reporting 14 Q. Mr. Ludlow, you’ ve just announced your number
15 that’s provided, again, | won't list them, I'm 15 again for the world-wide web, so -
16 after listing them about eight to nine times, 16 MR. LUDLOW:
17 the open and transparency of the reporting 17 A. Might aswell, sir.
18 relationships that we have with this Board, 18 Q.- we could see your calls go down. But lastly
19 it'sall on the record, we continue to put it 19 on thistopic, Mr. Ludlow, you mentioned that
20 on the record and we' re only too happy to put 20 time about looking at national standards
21 iton the record. Wethen takethat and 21 sometimes and not a level playing field.
22 compare ourselves to, as | said earlier, 22 Could you just elaborate on what you meant by
23 national utilities. I’'m not sure that’san 23 that?
24 equal comparison because | don’t think it'sa 24 MR.LUDLOW:
25 fair playing field. We then take that and we 25  A. Having worked from British Columbiato points
Page 39 Page 40
1 east, I'll say it that way, Alberta, Maritime 1 add. And that'sa quote from Environment
2 and Newfoundland, by the level playing field 2 Canada, by the way.
3 what I'm referring to is there are some places 3 Q. ldon't know how you' re making our guests, Mr.
4 that have very good weather, some places that 4 Bowman and Mr. Todd, feel here this morning.
5 have very poor weather, some that have well- 5 But well then how, inyour assessment, Mr.
6 defined engineering standards and some that do 6 Ludlow, does that actually quite colourful
7 not. Some will use bench marks as with 7 description of the un-level playing field
8 exceptions built into them, so when you 8 tranglate into your thinking about reliability
9 compare, you can't compare. Youwill get 9 expectations in this province? It must have a
10 exceptions for storms, you will get exceptions 10 bearing.
11 for if there’ s a hurricane coming through. So 11 MR. LUDLOW:
12 when | talk about comparators, that’swhat I’'m 12  A.lt meanswe haveto work harder, we haveto
13 talking about. And when | talk about a 13 have better standards. | will say that our
14 playing field, there’' s one quote that | think 14 people and our industriesand our customers
15 I’d put to the record, and thisis|’m going 15 should not require second-rate service and
16 to refer again, Mr. Chairman, to my operations 16 they’re not getting it, Mr. Chairman. And
17 days, of all the mgjor Canadian cities, St. 17 that’ sthe basisunder which we design, we
18 John's isthe foggiest, the snowiest, the 18 design by ice loading, by weather patterns and
19 wettest, the windiest and cloudiest, the least 19 the list goes on. Mr. Delaney can take you
20 amount of sunshine and it has more days of 20 down those areas as far as you wish to go.
21 freezing rain and wet weather than any other 21 (10:00 am.)
22 city in Canada. That, to me, sir, does not 22 Q. Let'sturntopics now to look at the issue of
23 seem to have alevel playing field. And 23 intercorporate. Ms. Perry, you referenced
24 that’ s the reference | was making. I’'m not to 24 yesterday that intercorporate transactions
25 work with tourism either, by the way, | might 25 have a uniqueness about them, they’ re special
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1 MR. JOHNSON: 1 Q. And what istheresult to your customersif a
2 transactions. And just, would you elaborate 2 transaction isnot so valued at fair market
3 on what you meant by that? 3 value?
4 MS. PERRY: 4 MS. PERRY:
5 A.Mr. Chairman, everyone is always interested in 5 A. All of our transactions, Mr. Chairman, are at
6 intercorporate transactions. When you're 6 fair market value, if we can fair value them.
7 dealing with an arms-length party, fair value 7 So if there is a market, we will charge
8 is obvious because you're dealing with an 8 market. If there' snot a market by which to
9 arms-length party. But when you deal with a 9 gage the transaction against, what we' ve done,
10 non-arms-length party, it’s obviousthat we 10 particularly asit relates to intercorporate
11 want to insurethat it'svery transparent, 11 salary charges, we look to what othersdo. In
12 very clear how we record these transactions 12 2004 we did a study to look at what other
13 such that they do benefit our customers. So 13 Canadian regulated jurisdictions charge for
14 we respect that they are unique that way. 14 salaries and it was determined, or from that
15 Q. And what’ s the underlying principle as to why 15 study that not one utility that was included
16 it's so important that a transaction be 16 inour study could define market for charge
17 carried out at fair market value, or if we 17 out of certain salaries, that therewas no
18 can't arrive at afair market value, a proxy 18 market, we all agreed on that. So at that
19 for it? What isthe thinking behind it? 19 point in timethe only basisupon which to
20 MS. PERRY: 20 charge them iswhat you know, which isthe
21 A.| believe any transaction we engage in should 21 cost that you have. So wetrack al of our
22 be done on an economic basis and that if we're 22 costs, we track al of the burdens and the
23 goingto engagein a service, it should be 23 benefits and that go with those costs and we
24 done at fair value for our customers, should 24 chargeit out accordingly.
25 be a benefit there for our customers. 25 Q.Butmy questioniswhat is-you know, ona
Page 43 Page 44
1 high level, Ms. Perry, if in an intercorporate 1 with would get an advantage that they ought
2 transactions between an affiliate and a parent 2 not to be getting, is that the underlying
3 or another company in the family atransaction 3 idea?
4 isnot appropriately charged at fair market 4 MS. PERRY:
5 value or the mark up is not right, what is the 5 A.If the transaction was recorded
6 consequence to your customer? 6 inappropriately -
7 MS. PERRY: 7 Q. That'sright.
8 A.Mr. Chairman, we charge al of our 8 MS. PERRY:
9 transactions intercorporate charges in 9 A.-then,yes.
10 accordance with the guidelines that we' ve laid 10 Q. Inthat circumstance, okay. Now, just let’'s
11 out before the Board. If there’sno fair 11 move to the particular for a little bit.
12 market value, we charge cost. So we do do--we 12 Would you agree that Newfoundland Power has
13 do charge our customers or our intercorporate 13 provided, over the past number of years, very
14 charges appropriately. There’'s no instances 14 significant human resourcesto its affiliates?
15 where we don't charge appropriately, so 15 MS. PERRY:
16 there’' s no disadvantage to customers. 16 A.l would agree, Mr. Chairman, that in 2002 and
17 .But | takeitif therewere acircumstance 17 2003 there were some significant charges, yes.
18 where a transaction was not properly priced 18 Q. Butand| takeit now that you're referring to
19 and fair market value was not achieved, that 19 just a breakdown of senior management time for
20 the customer would suffer a detriment, 20 in’02 and ' 03, isthat what you' re referring
21 correct? 21 to?
22 MS. PERRY: 22 MS. PERRY:
23 A.If wecharged it incorrectly, yes, | guessthe 23  A.Yes. I'm excluding the provisioning of
24 customer would be disadvantaged. 24 engineering services that we provide.
25 Q. And the contracting party that you' re dealing 25 Q. Okay, and just if we could just talk generally
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1 MR. JOHNSON: 1 MS. PERRY:
2 for amoment? If we could just ook to CA-NP- 2 A Thestaff charges that we're looking on the
3 158? And I’'m just focusing now on your staff 3 screen, Mr. Chairman, and just to bring you to
4 charges as wego along the breakdown of 4 2006, that million in 2006, half of that
5 intercorporate charges to affiliates. 5 particular number relates to the provisioning
6 MS. PERRY: 6 of engineering, engineering provisioning
7 A Yes 7 servicesrelating to the non-joint use poles
8 Q. Okay, and these are overall staff charges, | 8 that Fortis currently owns. So we areabig
9 takeit, correct? 9 provider in the sense that we do provide those
10 MS. PERRY: 10 engineering provisioning service to Fortis as
11 A.They are. 11 apart of that contract.
12 Q. But backed out of that number is the staff 12 Q. Okay, but on the whole, would my statement be
13 chargein respect of insurance? 13 correct that we're pretty, Newfoundland Power
14 MS. PERRY: 14 isa fairly significant supplier of labour
15 A.Yes, that's shown onthe linedirectly in 15 services to affiliates? It sells more than it
16 under. 16 buys?
17 Q. Okay, now as | seewe have staff chargesin 17 MS. PERRY:
18 2002 of 1.6 million; 2003, 1.8 million, this 18  A.If you includethe engineering provisioning
19 is just rounding; 2004, nearly 1.5; 2005, 19 services, yes.
20 three quarters of amillion; 2006, amillion; 20 Q.And now, you referenced yesterday the--
21 2007 forecast, 675; 2008, 698. Would these, 21 actually, before going there, | just want to
22 would it be fair for me to say that 22 put these numbers that we have into some sort
23 Newfoundland Power isafairly major seller of 23 of context on the staff chargesthat we just
24 servicesto its, vis-a-vis, its affiliates? 24 looked at. Could we have--could we pull up
25 It's more of aseller than a buyer? 25 Information 1? And in particular I'd like
Page 47 Page 48
1 justto refer you, Ms. Perry, to Table 46. 1 A. That'swhat it’s showing, yes.
2 Thisisan extract, thisis found of page 130 2 Q. And then compared to that Table 46 would
3 of FortisAlberta’s 2008, 2009 Phase 1 Tariff 3 actually show their corporate charges from
4 Application. You've seen thisdocument, | 4 Fortis, right?
5 takeit? 5 MS. PERRY:
6 MS. PERRY: 6 A.Yes
7 A.l have 7 Q. Okay, andif wejust go back, for amoment,
8 Q. Okay. And it just struck me that in terms of 8 canyou advise usas to what Newfoundland
9 the affiliate transaction expensesthat we 9 Power expectsto be paying in 2008 by way of
10 certainly see that FortisAlberta doesn’t 10 labour provided by other affiliatesin 20087
11 provide very much to its affiliates at all by 11 MS. PERRY:
12 way of labour services, if youwill. Would 12 A. Areyou asking the amount of labour we expect?
13 that be a correct statement? 13 Q. What will you be paying interms of labour
14 MS. PERRY: 14 being provided by other affiliatesin 20087
15  A. Excuse me, Mr. Johnson, are you referring to 15 MS. PERRY:
16 Table 47, because that’ s the affiliate - 16 A. Just bear with me a second, please?
17 Q. Table 47 | should have referred to, I'm sorry, 17 Q. Maybe CA-NP-160.
18 yes. 18 MS. PERRY:
19 MS. PERRY: 19 A.Yes, if we could go to CA-NP-160?
20 A.Yes. Yeah, they’ re showing about 200,000. 20 Q. Yes, thank you.
21 Q.In2008? 21 MS. PERRY:
22 MS. PERRY: 22 A.Youcan see, Mr. Chairman, that on Table 1 of
23 A.Yes. 23 CA-NP-160 the total charges we expect to
24 Q. And 100,000 in 2009? 24 receive from Fortisin 2008 is121,000 and
25 MS. PERRY: 25 well, there' s no staff charges there that
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1 MS. PERRY: 1 itself, we had the executive of Newfoundland
2 we've provided for. 2 Power, who Mr. Ludlow identified yesterday as
3 Q. So you're not--and, in fact, in '07--is 3 being himself, Mr. Alteen, Mr. Hughes, | think
4 Newfoundland Power--1 see for 2006 it was 4 there was one other, in -
5 $21,000 in staff charges, lesslabour and 5 MR. LUDLOW:
6 travel, | think, according to the footnote. 6 A.Mr. Perry.
7 In 2007 there’ s nothing; 2008 there’s nothing. 7 Q. Mr. Pery, spending 3000 hours alone and on
8 So traditionally Newfoundland Power has not 8 the Fortis West transaction in 2003 and two
9 had to avail of other people s--other services 9 managers spent another 191 hours, support
10 provided by Fortis affiliates very much, | 10 staff, ten of them spent another 1100 hours.
11 takeit? 11 (10:15am.)
12 MS. PERRY: 12 Doyou have any comment onthesize of the
13 A.That'siscorrect. 13 Newfoundland Power effort that’s reflected in
14 Q. Yeah. Andsonow if | canjust [ook to CA-NP- 14 that Fortis West * 03 acquisition?
15 401? Thiswastouched on alittle yesterday 15 MR. LUDLOW:
16 in terms of this question asked for a 16 A.Mr. Chairman, if | may just speak to this
17 breakdown of the personnel hours and travel 17 topic for aminutesince | waspart of it?
18 included in the charges to affiliated 18 Mr. Johnson, if you’'d bear with me for this
19 companiesreferred to in response to CA-165, 19 piece. It'smoreat a, | guess, acorporate
20 and that question had to do with the 20 level. There's no question that the charge
21 acquisitions of Terasen and FortisAlberta, 21 rates in 2002, 2003 were high, and that’s been
22 FortisBC, correct? 22 brought out very clearly inthe areas. And
23 MS. PERRY: 23 that was a subject, | do believe, of
24 A. Correct. 24 intercorporate guidelines in the 2003 hearing.
25 Q.Andjust in 2003, obvioudy it speaks for 25 Subsequently there were filings made to the
Page 51 Page 52
1 Board in March, 2004. Will we go back to 1 . I was on the stand in the spring of 2003, | do
2 those levels? There's no where in our 2 believeit was. | wasnot seconded in the
3 foreseeable future we would go back there. | 3 summer, | made that point yesterday. | did
4 will say that back in 2001, 2, 3, Newfoundland 4 leave in January of 2004.
5 Power was by far the largest component of 5 Q. And areyou--1 understand that you would not
6 Fortis. Today isit No. 4. Subsequent to the 6 be at liberty, Mr. Ludlow, and nor would Ms.
7 acquisition of Fortis West, namely, 7 Perry, for that matter, owing to securities
8 FortisAlberta, FortiseC and Terasen Gas. So 8 laws, to talk about pending transactions that
9 there' s no question, would we--you know, was 9 the parent my be entertaining, would that be
10 it high? Yes, it was high. Is it 10 correct?
11 sustainable? No, it'snot. And | think it's 11 MR. LUDLOW:
12 fair that you can see in the subsequent years 12 A. That’scorrect.
13 that the charge rates have dropped off, rigor 13 MS. PERRY:
14 has been brought in through Board direction 14  A. That’scorrect.
15 and subsequent filings with the Board and we 15 Q. Andl wouldtake it that back at the last
16 have beenfiling thoseand we donot see 16 hearing, when you were before the Board, that
17 returning to those in the near future. So, 17 Fortis West was an issue floating around at
18 Mr. Johnson, | offer that as an observation 18 that time, would that be correct?
19 having been there. And | don’t know if that’s 19 MR. LUDLOW:
20 any help, Mr. Chairman. 20  A.Mr. Chairman, | have absolutely no ideawhat
21 Q. Youwereon the stand in the last hearing, Mr. 21 was on Fortis' plate when | was on the stand
22 Ludlow, and that would have been obviousy 22 here. When | left here and then moved on to
23 prior to your secondment out to attend to all 23 other work and I commended work in Albertain,
24 of thiswork, would that be correct? 24 I would say, June, and that was not something
25 MR. LUDLOW: 25 that was contemplated during the first quarter
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1 MR.LUDLOW: 1 service of that type would simply be if there
2 or the second quarter or inmy persona or 2 is nothing on the books. And right now it’'s
3 family plans, | might add, too. So, no, | did 3 on the books. And we're working, well,
4 not know what's on Fortis plate and | don’t 4 needlessto say, there'sbeenalot of long
5 know what’s on it today. 5 hours and long nights getting ready to come to
6 Q. Okay, and so if Fortis determines that we may 6 thishearing. Soto say that they ask and
7 bein acquisition mode again, | takeit that 7 they receiveis afase premise. | have
8 they may come looking again for Newfoundland 8 declined.
9 Power’ s expertise? It seems to me to have 9 Q. Okay, well they asked and they received in
10 been well established that they certainly 10 '03, correct?
11 think something of you folksto involveyou in 11 MR. LUDLOW:
12 these acquisitions and more recently inthe 12 A.ldon't know what they asked for, but | do
13 Terasen acquisition. 13 know that they did receive.
14 MR.LUDLOW: 14 Q. They received 3000 executive hours, 191
15 A.Mr. Chairman, it's an interesting piece 15 management hours, 1100 support staff hours, 18
16 because whether they come or whether they 16 trips by the executives. Now, they must have
17 don’'t, we have the customers of this Company, 17 asked for it, correct?
18 | can assure you right now, as No. 1 priority. 18 MR. LUDLOW:
19 If they had come to us within the past three, 19 A.Theydid ask, but I'm not sureif they asked
20 four months, they would have been declined. 20 for more or not, | just don't know. | wasn't
21 We are currently into a Genera Rate 21 the president at that point.
22 Application, this is not a direct and you 22 Q.Was-
23 shall have type of an exercise. The only time 23 MR. LUDLOW:
24 that we would even entertain secondment of 24  A.lwill say and| have said earlier that the
25 any--or secondment or a charge or occasional 25 2003 experience, the 2004 it started to drop,
Page 55 Page 56
1 and basically where we are today, we're back 1 that | can speak to my experience with dealing
2 more to a normal operating mode. The 2 with Fortis West and the dealings that we went
3 guidelines have changed, the charge outs have 3 through at the Board and the subsequent
4 changed and we have been following those. 4 filings that took place.
5 Q. Wdl, 2003 you were involved in a GRA, 5 Q. Doyou have any recollection that things were
6 correct, the Company was? 6 sort of dlack at Newfoundland Power during
7 MR. LUDLOW: 7 2003 to allow 3000 executive hours to be
8 A.WewereinvolvedinaGRA. |waspersonaly 8 provided to this affiliate transaction?
9 involved in aGRA, but | was not involved in 9 MR. LUDLOW:
10 Fortis activities during or prior to the GRA. 10  A. Slack in Newfoundland Power, Mr. Chairman, is
11 Q. Okay, but nevertheless, as part of 2003 11 not aterm I'd usein the same sentence. |
12 Newfoundland Power wasinvolved inagenera |12 will tell youthat | take alittle bit of
13 rate application before the Board. | guess 13 exceptionto it. There wasnot--I'll use
14 that’s some heavy duty work involved there, 14 slack from business principles, slack inthe
15 correct? 15 system, I'll used it that way. And from my
16 MR. LUDLOW: 16 perspective part of my job was to have awell
17 A.That'scorrect. It was in the first--second 17 trained individua to replace me in the
18 quarter. 18 future, the person happensto be in this room
19 Q. Yes okay. Andsoal of these 3000 hours, 19 today. My job today isto do the same thing,
20 when would the first hour have started on 20 isto have aplan B as part of the devel opment
21 Fortis West, was it after the Board's 21 of our organization. If wefelt orif | felt
22 decision? 22 personally that the operations in Newfoundland
23 MR. LUDLOW: 23 Power would founder or would, in fact,
24  A. Mr. Chair, | have no ideathe level of detail 24 deteriorate as aresult of my leaving, then |
25 that we're being requested here. | do know 25 would not be gone. And | did have the right
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1 MR.LUDLOW: 1 that pointin time and a well-experienced
2 to make that decision. 2 second level.
3 Q. Sothere’snothing intermsof, | take there's 3 Q. Andjust give me someinsight asto the sorts
4 nothing in terms of the, what was happening at 4 of expertise that were provided by
5 Newfoundland Power in 2003 that allowed 3000 5 Newfoundland Power’s executive group in 03
6 executive hours or there was nothing about 6 and ' 04, in particular, Mr. Ludlow?
7 that year that would be any materialy 7 MR. LUDLOW:
8 different from 2008, for that matter, is that 8 A. Wadl, canl use myself as an examplein that,
9 pretty much correct? 9 would that be helpful to you?
10 MR. LUDLOW: 10 Q. Certainly.
11 A. No, that’s not correct. In 2008 and 2007 we 11 MR.LUDLOW:
12 have afull new executive team on board here. 12 A.Myjob wasto perform due diligence on an
13 Although I’ ve been with this utility for, I'm 13 acquisition. And it'snot whether or not
14 going to say 25 years, in the utility business 14 they’re using a pre-engineered specific type
15 for 27, 28, everybody isin new roles. My cFoO 15 of product. It waspurely about utility
16 here today is her first time testifying before 16 systems, be that HR systems, be that
17 thisCommission. The preparation work and 17 engineering systems, customer service systems,
18 getting ready and getting ready for year ends 18 whole new territories, age of plant, type of
19 and board meetings, thisis a new experience. 19 plant, replacement, Cap X, growth, and | can
20 My operations vice-president, same thing. 20 keep going, but that was the style--that was
21 Consistent would probably be Mr. Peter Alteen, 21 the task under which | took. It was avery
22 our general counsel, vice-president 22 general utilitarian--utility driven experience
23 regulatory. But to say that the water isthe 23 based type of expertise. Or | don’t know if
24 same today asit wasin 2003 is not the case. 24 you could use the term expertise, but
25 You had a well-experienced team in place at 25 management stylethat | was asked to bring.
Page 59 Page 60
1 Assess the assets and assess future, and that 1 per se, of the utility. | may, and again,
2 was my job, Mr. Chairman. 2 subject to check, | just can’t remember, but |
3 Q. And were there others working on that function 3 do know that if | came up against something in
4 besides you, that engineering due diligence, 4 the Alberta environment that was unique to me,
5 the asset assessment? 5 I would have goneand gotten help, be that
6 MR. LUDLOW: 6 through other businesses there, we would have
7 A.I’'malittle bit leery about getting into the 7 used, me personadly, | would have engaged, |
8 detail working of an acquisition process that 8 don’'t know, legal firmsor whatever | needed
9 we go through in front of this Board. | would 9 out in the market place.
10 go so far to say that | would have had help. 10 Q. Andyou know, arms-length consultants were
11 To survey two utilities about one and a half 11 used, aswell?
12 billion dollarsin assets or value is a bit of 12 MR. LUDLOW:
13 an undertaking for one person. So, yes, | did 13 A. Not alot, though.
14 use individuals, 1 had people from 14 Q. Because most of it was done in house?
15 FortisOntario and others. What their specific 15 MR. LUDLOW:
16 roleswere, | would prefer not to go into the 16 A.Wedl, most of it was done because of the
17 detail, Mr. Johnson. 17 experience that was brought to the team.
18 Q.| canrespect that to a degree, but I’ ve got 18 Q. Intermsof the arms-length consultants that
19 to ask abit further. You indicated you had 19 were used, what--you mentioned law, for
20 people from FortisOntario assisting and 20 instance, and how about any other disciplines?
21 others. Were there other arms-length 21 MR.LUDLOW:
22 individuals assisting with that enterprise? 22 A. | reflect back in thinking about asset, there
23 MR. LUDLOW: 23 may have been an accounting group, I’'m not
24  A.I'msurethere were and | do believe they have 24 certain. There'sno engineering firm that
25 been--not with respect to the due diligence, 25 would stand out in that.
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1 (10:30 am.) 1 that will run and carry and that’ s the sense |

2 MR. JOHNSON: 2 get. | have not, to any great level, maximum

3 Q. Andwouldyou, Mr. Ludlow, characterize these 3 maybe week, two weeksin thelast four years

4 acquisitions as being, and I’m speaking now of 4 beeninvolved inany external work. So |

5 the FortisWest and the more recent Terasen 5 would go sofar tosay, Mr. Johnson, that

6 acquisitions, would you characterize those as 6 that’ s not alogical extension of what you're

7 being successfully carried out and executed? 7 reading on that page.

8 MR. LUDLOW: 8 Q. Andintermsof like Fortis own people, like

9 A Yes 9 who are actual employees of Fortis. Who did
10 Q. Andisthere--if another acquisition were to 10 they have working on these acquisitions, Mr.
11 come on the horizon, if an opportunity wereto 11 Ludlow?
12 arise, would there be any reason to think that 12 MR. LUDLOW:
13 these previous acquisition peoplewho were 13 A. Mr. Chairman, I'm getting alittle bit on the
14 involved in thisacquisition could be used 14 edge here of how far | should be going with
15 again because of the success that they had in 15 discussing Fortis acquisition strategies and
16 the previous experience? 16 size and how they work, and particularly the
17 MR. LUDLOW: 17 who. And at the--there’sa balance here
18  A. |l just went through that a minute ago in that, 18 between trying to be helpful and trying to go
19 you know, the last detailed acquisition of any 19 over the top with this. I’m not comfortable
20 sizethat 1've personally been involved in, 20 discussing that. If you wish, | defer to my
21 other than my last job which acquisitions 21 counsel and possibly over break we can have a
22 were part of my job, | was morein real 22 discussion asto how far thisroad | should be
23 estate, that, you know, we' re running here now 23 going.
24 with a full new executive team, we have 24 KELLY, Q.C.:
25 developed expertise within the Fortis Group 25 Q.AndI'mnot sure, a dl, Mr. Chairman, that

Page 63 Page 64

1 who worked on what within Fortisis amatter 1 correct.

2 that this Board can or should have particular 2 . No, just a question on that, because | read

3 involvement in. It sreally not a matter that 3 P.U. 19 and | note that it was released on the

4 relates to Newfoundland Power. 4 20th of June. Andit seemed pretty clear to

5 MR. JOHNSON: 5 me that the Board was saying in its reasons

6 Q. lwon't makeabig deal over the question, 6 for decision that it was not content that it

7 frankly. I'll just move on. Now, after the 7 was appropriate to just charge out executive

8 Board s decision in P.U. 19 (2003), | take it 8 and management time on the basis of acogt,

9 that your evidence yesterday, Ms. Perry, was 9 whether it be fully distributed or whatever.
10 that you did areport to the Board, you did 10 And it just seems odd to me that, you know, in
11 some sort of survey, etcetera, on management 11 light of that there wasno mark up at al
12 executive time charges. Would that be 12 applied, right on up until April of 2004, you
13 correct? 13 know, months after the release of P.U. 19.
14 MS. PERRY: 14 Can you comment on that?
15  A. That iscorrect. 15 MS. PERRY:
16 Q. Okay, and when was it that Newfoundland Power |16  A. Thetime period between the P.U. order 19 and
17 commenced to actualy chargea mark up on 17 April, 2004, you know, during that timethe
18 executive and management time? 18 Company did take note of what the Board’s
19 MS. PERRY: 19 concerns were with respect to the complexity
20 A.We started charging the mark up in the second 20 and the amount of intercorporate charges,
21 quarter, first part of the second quarter of 21 particularly as it related to senior
22 2004. 22 management time. So then they took a process
23 Q. SoApril,’04? 23 to look at other Canadian regulated utilities,
24 MS. PERRY: 24 at the same time from directions from P.U. 19
25  A.Just giveme asecond, please? Yes, that's 25 they looked at the centralized insurance
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1 MS. PERRY: 1 not really fair. Onewill find the order of

2 program and they looked at their whole 2 the Board at CA-NP-161, and the Board' s order

3 intercorporate charges asa whole, so that 3 at thetop of page 58 specifically required

4 stuff takesabit of timetodo. And so by 4 that "Newfoundland Power will berequired to

5 the timethey got all the resultsof the 5 undertake a review and update its operating

6 survey back specificaly relating to the 6 practices relating to any and al

7 senior management time and the results were 7 intercorporate transactions to ensure that the

8 in, then they implemented shortly thereafter. 8 principle as set out above are reflected. The

9 Q. Wél, would it have not been known as of the 9 results of such areview shall be reported to
10 20th of June in 2003, if you read that 10 the Board no later than March 31st, 20004."
11 decision, that would it not be known to 11 So contrary to the suggestion in the question
12 Newfoundland Power, look, guys, we' ve got to 12 that therewas some implication something
13 do something on this executive and management |13 should be done right away, the mandate from
14 time. It'sclearly not on to keep charging at 14 the Board wasto, infact, investigate the
15 cost recovery. The Board has said that. Now, 15 matter properly and thoroughly, which the
16 I know we got todo thisreport, but, you 16 Company did, and the reports arefiled at Tab-
17 know, we've got to do something here. Did 17 -Information Request 156.
18 that discussion take place or discussions like 18 MR. JOHNSON:
19 that? 19 Q. Wadll, that's oneway of readingit. But |
20 MS. PERRY: 20 would refer the witness to page 60 of the
21  A.I'mnot sureasto actua conversations, Mr. 21 Board's reasons where in the second-last
22 Chairman, | wasn't actually with Newfoundland |22 paragraph before what's bolded the Board
23 Power at thetime, so | really can’t comment. 23 wrote, "Based on the evidence, the Board is
24 KELLY, Q.C: 24 satisfied that the time for Newfoundland
25 Q. With respect, Mr. Chairman, the questionis 25 Power’s employees, other than executive

Page 67 Page 68

1 management" "other than executive management", 1 adhered to, | think that’sfair to say.

2 "is being recorded and charged out to Fortis 2 MR. JOHNSON:

3 and affiliated companies at market rates or 3 Q. When wasthe survey of other utilities donein

4 other appropriate rates. In the Board's 4 terms of this charge up, mark up issue?

5 views, this should also be the case for 5 MS. PERRY:

6 executive and management rather than using a 6 A.l'mnot sure of the exact date, Mr. Johnson.

7 cost plus overhead basis. This approach, in 7 Q. Canl just refer you to cA-156, Schedule 3 and

8 the Board' s view, recognizes the value of the 8 page2 of 4, under thetopic, "Overview"?

9 service being provided by Newfoundland Power. 9 Actually, | should have referred you to page 1
10 If a market rateis not ascertainable, as 10 of 4 first. I'm having difficulty, I’'m sorry,
11 seems to bethe case, Newfoundland Power 11 reading it off the screen, which is abit away
12 should add an appropriate premium to its cost- 12 fromme. Yeah, in that paragraph, "Overview
13 based rates." That's also part of P.U. 19, 13 21" "Areview of the Canadian regulatory
14 correct? 14 jurisdictions revealsthat executive charges

15 KELLY, Q.C: 15 to affiliated corporations typically involve

16 Q. Theorderisat theend, then at the end of 16 charges to aregulated subsidiary from a

17 the page, that we will be required to 17 parent company. This typically occurs where
18 investigate the utilization, etcetera. 18 the provision of corporate services for parent
19 CHAIRMAN: 19 subsidiary companies is integrated or
20 Q. I think the order was there and complied to, 20 centralized. For example, there may be a
21 Mr. Johnson.  You know, certainly the 21 single executive group, a single Human
22 commentary in the preceding paragraph 22 Resources Department and a single Accounting
23 indicated the, | guess, you know, some of the 23 Department serving more than one company.” Is
24 conclusions that the Board reached at the time 24 the configuration, inyour judgment, or the
25 is certainly germane, but the order was 25 amount of services or the relationship between
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1 MR. JOHNSON: 1 companies that you looked at in Table 1 where
2 parent and affiliate in terms of Newfoundland 2 you did asurvey of senior management time
3 Power, Fortis context, does that follow that 3 charges, do you know--who was the person who
4 typical model whereit’s usually charged back 4 generated this report and did the research
5 the affiliate from the parent, or are we sort 5 necessary for the report?
6 of the other way around? 6 MS. PERRY:
7 MS. PERRY: 7 A.This report was done internaly at
8 A.Newfoundland Power is standalone and the 8 Newfoundland Power.
9 charges that we see at Newfoundland Power are 9 Q. Okay. Someone under your auspices?
10 chargesto FortisInc. We do not see charges 10 MS. PERRY:
11 from Fortis Inc. 11 A Agan, | wasn't there at thetime but I'm -
12 Q.Yes 12 Q. Okay, sorry.
13 MS. PERRY: 13 MS. PERRY:
14 A. There sno shares services at FortisInc. like 14 A. It wasdoneunder Mr. Perry.
15 ahuman resource function that isallocated 15 (10:45am.)
16 down through to Newfoundland Power. 16 Q. Itwas doneunder Mr. Perry, okay. Do you
17 Q. Andso | guess tothat degreewewould be 17 know how much they looked at, you know, what
18 somewhat, I'm saying "we", but Newfoundland |18 the relative balance sheet looked like in
19 Power would be somewhat atypical of alot of 19 terms of transactions to the affiliate versus
20 other utilities in that regard? Would that be 20 transactions--you know, where the affiliateis
21 afair statement? 21 buying something versus the parent buying
22 MS. PERRY: 22 something, if you get my drift?
23 A.I'mjust readly not surein terms of how many 23 MS. PERRY:
24 are exactly like us or not like us. 24  A.Thisstudy that wasdone in 2004, and as|
25 Q. Wadll, if you look down to the survey of the 25 mentioned yesterday, Mr. Chairman, we updated
Page 71 Page 72
1 our study prior to this proceeding. We had a 1 MS. PERRY:
2 review with these companies that do engagein 2 A.ldon't havethe datain front of me asto the
3 intercorporate transactions, regardless of 3 volumes of their intercorporate transactions,
4 which way they’re flowing, and the consensus 4 no, | don’t.
5 or the majority of regulated utilities charge 5 Q. Andto your knowledge was an inquiry made as
6 cost recovery for senior management time. 6 to, you know, whether we're actually judging
7 There were only two exceptions back in 2004, 7 apples to apples in termsof Newfoundland
8 and today there are three exceptions because 8 Power’ s historic relationship with its parent
9 Newfoundland Power started to charge the 20 9 and its affiliatesin terms of providing
10 percent mark up, aswell, on cost. Sothis 10 management and executive time, you know, vis-
11 study was donewith areview of how their 11 avis maybe some of these? | don't know
12 intercorporate staff chargesare completed, 12 because, you know, have historically not
13 regardliess of the--regardiess of which way 13 provided really anything to their parent or
14 that the transaction was flowing. 14 other affiliates, so it's not redly a
15 Q. Soweknow, | takeit, asyou've said, that 15 material issue for them. Areyou ableto say
16 the charges from Fortis to Newfoundland Power 16 whether that was taken into account?
17 are not a material issue, correct? 17 MS. PERRY:
18 MS. PERRY: 18 A.I’'mjust not surein termsof the data. | do
19 A. Absolutely. 19 know when | look at some of the companieson
20 Q. AndI guessyou'renot ableto tell us whether 20 the list here, because again, I’m not going to
21 any of these utilitieson Table 1, you know, 21 cross this line of when | worked with Fortis,
22 whether they have material charge outsfrom 22 but I know of Maritime Electric,
23 the parent to the affiliate or not, we don’t 23 FortisOntario, even the Aquilaassets, I'm
24 know how comparable they areto Newfoundland |24 familiar with Terasen, you know, these
25 Power, would that be your evidence? 25 companies have transactions with Fortis the
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1 MS. PERRY: 1 intercorporate guideline or policy on senior
2 same as Newfoundland Power. 2 management charges is a cost-recovery
3 Q. But, you know, we've seen, you know, atrack 3 mechanism. That's how they charge. Sol'm
4 history, you know, frankly, you know, since 4 not sure if the dollar amount of the
5 thelast hearing of, you know, like | say, 5 transaction would really apply.
6 3000 hours of executivetime, etcetera, you 6 Q. Dowe--doyou know whether or not any of these
7 know, fairly significant contribution of 7 other utilitieswho, for instance, just use a
8 executive and management timeto the Fortis 8 cost recovery, do you know whether that's
9 affiliates, the Fortis Family. And do you 9 their rule for all, for al charges for
10 think it's material or relevant to, when 10 employees, it's across the board rule, whether
1 conducting asurvey such athis, to ask the 1 it's management, executive or just regular
12 question, well, look, you know, should we 12 employees?
13 really be comparing ourselvesto utilities 13 MS. PERRY:
14 that realy don’t do much for other, for their 14 A.| believeit'sfor al, but that’s subject to
15 other sister utilities or for their parent, is 15 check.
16 that even amaterial consideration in your 16 Q. And inany event, | take it that the 20
17 regard? 17 percent mark up, whichis what Newfoundland
18 MS. PERRY: 18 Power has proposed, would that be Newfoundland
19 A. Mr. Chairman, I'm not sureif the amount of 19 Power’ s assessment of the fair market value of
20 the transaction is really that significant. | 20 its managers and executives or aproxy for
21 think it's about what is the appropriate rate 21 that fair market value?
22 to charge for senior management time. 22 MS. PERRY:
23 Utilities across this country have agreed that 23 A. Mr. Chairman, coming out of the last Genera
24 thereisno market up for senior management 24 Rate Order, again, Newfoundland Power heard
25 time. And in that event, that their 25 the Board's concernswith respect to the
Page 75 Page 76
1 amount that was charged for senior management 1 what we're trying to replicateis what this
2 time. Sointhe absence of market the right 2 fictitious arms-length buyer would pay,
3 thing todo isto review what was public 3 because they’'re not for sale, right. Would it
4 utility practice across Canada, so that’s what 4 not be--would it not be material to ask, well,
5 Newfoundland Power done in 2004, we' ve updated 5 we've certainly got to consider the fact that
6 again for this proceeding. We found in that 6 the parent, these other affiliates, they have
7 study, and again, with respect to this 7 availed of these services quiteregularly in
8 proceeding, that there were only two 8 the past for major transactions. 'Y ou know,
9 exceptions that provided a premium on the cost 9 these are not piddly transactions, these are
10 recovery as aproxy for market. The highest 10 billion dollar transactions, as a for
11 was Terasen Gas and that was 20 percent. So 11 instance. Would that not be part of the
12 in 2004 Newfoundland Power implemented a20 12 equation asto what aproxy would bein that
13 percent premium on costs. It was the highest 13 circumstance?
14 inthe country at the time, it's till the 14 MS. PERRY:
15 highest in the country and choosing that is 15  A. Mr. Chairman, when we tried to come up with a
16 just amatter of judgment. 16 value for what we'd charge out staff charges
17 Q.| guessobvioudy it'sonly Fortis and Fortis 17 for, it's clear there sno market for the
18 affiliates who getto buy these vauable 18 executive. The only thing that | know isthe
19 services from Newfoundland Power, the use of 19 cost that I'm paying for the staff that are
20 its executives, correct? They're not for sale 20 working on Fortis. We make sure that we track
21 to anybody else? 21 al their costs, wetrack all the burdens and
22 MS. PERRY: 22 benefits that go with those costs, and we look
23 A. No, they're not for sale. 23 to what is public utility practice, and that’s
24 Q. Now, does any--interms of trying to come up 24 how we gage what we charge for senior
25 with a proxy for this market value, | take it 25 management time.
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1 MR. JOHNSON: 1 effective mark up that you were applying on
2 Q. Why wasthe 20 percent mark up figure picked 2 other service, on other personnel that you're
3 and not some other figure for amark up? 3 selling tothird parties, you know, arms-
4 MS. PERRY: 4 length third parties, okay, does that have any
5 A.Agan, Mr. Chairman, it wasa judgment call 5 bearing upon, you know, what might be a decent
6 that was made at the time. The highest in the 6 mark up for an Executive and Manager? For
7 country was 20 percent and Newfoundland Power | 7 instance, if you're selling servicesto an
8 chose 20 percent. 8 arms-length third party and you look at what
9 Q. Was there any--I take it was there any 9 that personwould cost and all the fully
10 consideration to afigure higher than 20 10 distributed costs and then you ask yourself,
11 percent or once you saw what Terasen was 11 well, what are we charging the person out at,
12 doing, they were the highest, we'll just tuck 12 you know, let’slook at the mark up that falls
13 inwith them, isthat the--isthat sort of 13 out of that assessment, doesthat have any
14 close to the thought process? 14 place within the management and executive
15 MS. PERRY: 15 search for a proxy?
16 A.Weprepared and did this study just to see 16 MS. PERRY:
17 what other Canadian regulated utilities do 17 A.I’mnot sure | understand your question.
18 with respect to senior management time 18 Q. Wadll, | guesslet’sput itthisway, if we
19 charges. The majority of those companies 19 could turn to CA-NP-399 it might assist. Here
20 charge cost recovery, redizing there's no 20 | asked the question to compare the mark up
21 ascertainable market out there for senior 21 rate using respective intercorporate charges
22 management and executive time charges. There |22 for Managers and Executives, so the mark up
23 weretwo exceptions, we chosethe highest. 23 applied to Newfoundland Power’ s personnel who
24 It'sajudgment call. 24 provide services under contract with Aliant
25 Q.Intrying to arriveat thisproxy doesthe 25 and Persona Communications, the arm’ s length.
Page 79 Page 80
1 And | takeit that, you know, and | grant you, 1 A.Orour pole-provisioning services, | should
2 these aretechnologists, | understand the 2 say, in our serviceterritory. There's a
3 point. But Aliant and Persona are totally at 3 clear market for thistype of service, aclear
4 arm’ slength to Newfoundland Power, right? 4 market. In the absence of a market, whichis
5 MS. PERRY: 5 what | see for Executive and Managers, to just
6 A.Yes they are. 6 draw the line between the two as if they’re
7 Q. And when you calculate your mark up on those 7 the same, | just don’t see them as apples and
8 technologists for Aliant, it's, you know, 1.58 8 apples.
9 times cost, Persona, 1.97 times cost. And you 9 Q. Weél, let'slook at CA-NP-401, and let’s ook
10 know, and | know this may appear to be 10 at the Terasen Gasdeal for amoment. That
11 simplistic and pedestrian, but to meit sort 11 involved--I think that was up to--if you could
12 of struck me that, my goodness, technologists 12 see the footnote therefor asecond, that
13 even get charged out at 1.8, but the most 13 includes labour recharged to Fortis up to May
14 valuable people in our organization who are 14 3lst, 2007, and upto that point, we saw
15 quarter backing the strategic plansof the 15 executives 379.5 hours and support staff of
16 Company and are asked to quarter back other 16 463.5 hours in support of that acquisition,
17 deals for other companies that we really don’t 17 and | understand that the total amount that
18 get any benefit herein Newfoundland out of 18 was charged tothe affiliated companies in
19 and you' re proposing the 1.2 times cost. 19 relation to this acquisition was $99,400.
20 MS. PERRY: 20 MS. PERRY:
21  A. Thetechnologists that you see in Table 1 21 A.If you could bear with me, Mr. Johnson.
22 here, those arethe staff that work on the 22 Q.| think that 99,400 is borne out at CA-NP-165,
23 non-joint-use poles. 23 Table 1.
24 Q.Yes. 24 MS. PERRY:
25 MS. PERRY: 25  A.Yes, that's correct.
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1 MR. JOHNSON: 1  Q Now -
2 Q. Doyou know what the charge out rate was for 2 CHAIRMAN:
3 that executive time and for that support staff 3 Q. Excuse me, Mr. Johnson. It'salittle after
4 time? 4 11. Could you indicate--1 think the break is
5 MS. PERRY: 5 from 11 to 11:30.
6 A.l haven't donethe exact math on the total 6 MR. JOHNSON:
7 charge for executive, no. 7 Q. That'sfine.
8 Q. Could we--could you provide that information 8 CHAIRMAN:
9 tous, interms of what that--you know, does 9 Q. Wouldyou like to break now?
10 that rate involve your 20 percent mark up, 10 MR. JOHNSON:
11 right? 11 Q. I’d be happy to.
12 MS. PERRY: 12 CHAIRMAN:
13 A.ltdoes. 13 Q. Sure.
14 Q.And- 14 MR. JOHNSON:
15 MS. PERRY: 15 Q. Thank you.
16  A. The 99,000. 16 CHAIRMAN:
17 Q. Yes, because that 99 is for both your 17 Q. That'd befine. We'll take ahalf an hour now
18 executive who wasinvolved, Mr. Alteen, and 18 and we'll reconvene at 11:30. Thank you.
19 for someone who assisted him. SoI’d liketo 19 (BREAK - 11:02A.M.)
20 see what the charge out rate was for both the 20 (RESUME - 11:32 A.M.)
21 executive on that file, as well as the support 21 CHAIRMAN:
22 staff person who was provided to that file. 22 Q. Okay, Mr. Johnson, do you have any idea, for
23 Okay? 23 our benefit, how much longer you might be on
24 MS. PERRY: 24 Cross?
25  A.Yes. 25 MR. JOHNSON:
Page 83 Page 84
1 Q. I'mthinking maybe another hour. 1 indicate the lawyers who were involved on the
2 CHAIRMAN: 2 other side of the transaction, and you know, |
3 Q. Hour, okay. When you're ready please. 3 guess there’ s no two ways about the fact that
4 MR. JOHNSON: 4 Mr. Alteen and Mr. McCabe were providing legal
5 Q. Couldl turnyour atention, Ms. Perry, to 5 services. They were acting as lawyers on the
6 Information No. 2? Thisisan extract from a 6 transaction, right? That's what they're
7 legal publication called Lexpert which, on a 7 trained as, lawyers.
8 periodic basis, gives sort of an overview of 8 MS. PERRY:
9 big deals that have been happening and the 9 A Yes | would say that's correct. That wasa
10 lawyers involved with those big deals, and I’d 10 part of what Mr. Alteen was doing.
1 just refer you to the bottom left-hand column 11 Q. That'sright, and now, | guessmy question
12 of that publication where they’re talking 12 would be, surely it's not difficult to find
13 obviously about the Fortis acquisition of 13 out market rates for lawyers who are involved
14 Terasen’s natural gas distribution business. 14 in, you know, corporate commercial
15 Thisis from the July/August 2007 extract, and 15 transactions because Fortis hired a whole
16 it indicates, the bottom paragraph on that 16 bunch of external counsel to assist it,
17 paragraph, that Fortis was represented in 17 correct?
18 house by Ron McCabe, genera counsel and 18 MS. PERRY:
19 corporate secretary, and Peter Alteen, Vice- 19  A. Mr. Chairman, I'msure we could get market
20 President Regulatory Affairs and genera 20 valuefor an externa lawyer. | would say
21 counsel of Newfoundland Power, and then goes 21 that the relevance of looking at the value of
22 on to list the other teams of lawyers, Davies 22 an external lawyer to that of in-house legal
23 Ward Phillips and Vineberg, Harris VVaughan, 23 counsel, I’'m not sure of the comparison there.
24 Willis Wills and Murphy in B.C., Mclnnes 24 Q. Wel, you know, if you want to keep
25 Cooper herein St. John’s, and then goes on to 25 characterizing Mr. Alteen as no, no, he's an
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1 MR. JOHNSON: 1 legal services, legal counsel being brought to
2 executive now, but in a sense, heis providing 2 bear on the filein termsof what we can
3 legal serviceslikethese other arm’slength 3 observe amarket rateto me, and I’ m--so you
4 companies--these other arm’ s length firms are 4 see no relevance to what the hourly rate of
5 providing to Fortis. Fortisis represented in 5 the other lawyersinvolved who acted for
6 house by these two lawyers, Ron McCabe from 6 Fortis at arm’s length would be?
7 Fortis and Peter Alteen, Vice-President. 7 MS. PERRY:
8 They're acting as lawyers. They’ re written up 8 A.laminnoway ableto assessthe value of an
9 in the Lexpert magazine over it. 9 external law firm to that of Mr. Alteen. |
10 MS. PERRY: 10 certainly cannot provide that.
11 A.l understand what the magazine says, and it 11 Q. Andin fact, would you not agree with me that
12 wasa part of what Mr. Alteen was doing at 12 because of Mr. Alteen, you know, internal
13 Fortis. 1I’m not sure of the daily activities 13 statusin Newfoundland Power, in fact, that
14 of Mr. Alteen while at Fortis, but | do know 14 may assist him in actualy providing more
15 that that was a part of his role, and as Mr. 15 valuable counsel to the client, as opposed to
16 Ludlow spoke of earlier, when you're involved 16 alawyer who's external and who' s not embedded
17 in atransaction like this, Mr. Chairman, you 17 within the Fortisfamily. Could there be an
18 can do a whole host of things from in-house 18 extra value because of that?
19 legal to duediligence on the regulatory 19 MS. PERRY:
20 framework that these companies have, the 20 A.Again, I’'m certainly not ableto assessthe
21 employees that they have. It'sjust utility 21 value that Fortis sees in Mr. Alteen, in
22 management experience being brought to these 22 comparison to--compared to other external law
23 transactions. 23 firms.
24 Q. Wadll, | mean, thisis the closest we've come 24 Q.And]| takeit you've not provided me with any
25 to being ableto find, you know, an exampl e of 25 comparison of the--you are working on the
Page 87 Page 88
1 breakdown of Mr. Alteen’s charges on the 1 carry aheavy load, you get amule. If you
2 Terasen deal, | appreciate that, but do you 2 want arace horseto run arace, you geta
3 have--are you able to provide any information 3 race horse.
4 as towhat werethe rates of these other 4 MR. JOHNSON:
5 lawyers? 5 Q.| quitedisagree. | think it's entirely
6 MS. PERRY: 6 relevant. | mean, we'retrying to assess the
7  A. | have no ideawhat they were charged. 7 validity, the appropriateness of a proxy that
8 Q. Would that be difficult to find out? 8 Newfoundland Power has ascribed to Mr. Alteen
9 KELLY, Q.C: 9 and therest of its executive, and here’s an
10 Q. Before thewitness answers, Mr. Chairman, 10 example of where he's providing services,
11 first of al, | have to take exception to it. 11 legal services, to hisclient. Hisclientin
12 It's asking information that is Fortis 12 this case being Newfoundland Power.
13 proprietary information. It s not information 13 Newfoundland--or his client in this case being
14 that relates to Newfoundland Power. Secondly, 14 Fortis. Now Fortis acquired the services of
15 what some lawyer in anexterna law firm 15 other arm’s length lawyers and they have
16 charged out with all the overhead and expenses 16 hourly rates. | mean, if we could have a
17 seems to me to be substantially a meaningless 17 situation where an executive had an hourly
18 piece of information that cannot provide 18 rate, well, we'd be quiteinterested init.
19 assistant to the Board. In fact, if | can use 19 Now here's an example of an opportunity to
20 the analogy, it’s like saying well, amule and 20 find out anhourly rate for an externa
21 a race horse areal from the same horse 21 consultant, alawyer, who is providing legal
22 family, so we should start drawing 22 services and what, that’ sirrelevant? | think
23 comparisons. The difference between these, 23 that’ s preposterous. It's entirely relevant,
24 between in-house counsel and outside counsel 24 in my judgment.
25 are markedly different. If you want amule to
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1 CHAIRMAN: 1 ableto get that information necessarily.
2 Q.| would appreciate the fact that that’s 2 MR. JOHNSON:
3 proprietary information in terms of the 3 Q. Wadl, I would be quite content, Mr. Chairman,
4 specific rates that Fortismay pay for an 4 with the range that was paid by Fortisin this
5 external lawyer. I'm not surethat that's 5 instance, becauseit gives an insight--it
6 something that | could order be brought into 6 provides an insight and a comparator for the
7 this particular hearing. | think, you know, 7 effective charge out rate of Mr. Alteen. Not
8 the fact of the matter is, there may be 8 to pick on Mr. Alteen, but you know, hewas
9 ranges, I’'m sure, depending on the expertise 9 the person who provided the service. |
10 that’ s required, depending on whether alawyer 10 certainly don’t think he'samule.
11 isinvolved in a particular tax area, whether 11 CHAIRMAN:
12 that lawyer has expertise in that area versus, 12 Q. You know, again, this is Fortisinformation.
13 you know, another specidlized ares, 13 | mean, | think we're here to bear witness to
14 essentially, and I’'m not 100 percent sure of-- 14 evidence in relation to Newfoundland Power and
15 and I’'m sure there are ranges, Mr. Johnson, 15 I’'m not surethat we could actually demand
16 depending on what might berequired of a 16 that information. So you know, | appreciate
17 lawyer that Fortis may be looking for and I’'m 17 whereyou're coming from, but I’'mnot ina
18 not sure we' re going to, you know, get to the- 18 position to order that, you know, if that’s
19 -1 understand and appreciate where you're 19 what you' re asking.
20 coming from interms of the sense of your 20 MR. JOHNSON:
21 question, but I’m not sure we' re going to get 21 Q. Wadll, if you're not in a position to order it,
22 any, you know, additional information in 22 | wonder if, in the interest of bringing some
23 relation to what may be certainly a range, 23 clarity, some comparison, whether Newfoundland
24 depending on the services that are required, 24 Power would be prepared to provide us some
25 but I'm not certain that we're going to be 25 non-identifying information in terms of
Page 91 Page 92
1 lawyers and explaining what the range was, in 1 Q. And | take itthat this is an embedded
2 terms of the rates? 2 incentive scheme, | don't use the word
3 (11:45am.) 3 "scheme" pejoratively at all, but an embedded
4 KELLY,Q.C: 4 incentive program to incent Newfoundland Power
5 Q. That's Fortis information.  It's not 5 executives in terms of working on the
6 Newfoundland Power information, Mr. Chairman. 6 corporate development of Fortis for non-
7 CHAIRMAN: 7 Newfoundland Power related work?
8 Q.| respect that. 8 MS. PERRY:
9 MR. JOHNSON: 9 A.What | know about these bonuses, Mr. Chairman,
10 Q. If wecould go to CA-NP-402? | take it there 10 isthat they’ re paid to the respective people
11 were incentives, bonuses related to the 11 here in this exhibit for work done by Fortis.
12 transactions that we spoke of in the past. In 12 I don’t know if it's some set scheme or plan.
13 Table 1, it's referred to as Fortis 13 Q. So it would beanticipated if we had a
14 development incentive. Could you explain what 14 Newfoundland Power executive--and it was only
15 those Fortis development incentives are? 15 the executives who were entitled to this, not
16 What' s that about? 16 managers?
17 MS. PERRY: 17 MS. PERRY:
18 A. On CA-NP-402, the amount shown herein 2003, 18 A.ldon’t know.
19 2004 and 2006 reflects bonuses that were 19 Q. Anddo you know whether these figures that
20 either paid by Newfoundland Power and charged 20 were provided, in terms of bonuses, was that--
21 asa non-regulated expense. They were not 21 were those numbers arrived at by looking at
22 charged to our customers. Or they were paid 22 the success of the transactionsthat these
23 by Fortisand they were paid as bonuses for 23 people were involved in?
24 work done for Fortis related work, not 24 MS. PERRY:
25 Newfoundland Power related work. 25  A. Mr. Chairman, | have no idea how Fortis
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1 MS. PERRY: 1 assessment ismade at that point whether or

2 calculates their bonuses for work done at 2 not executive, the requested executive are

3 Fortis. 3 availableto dowork for Fortis, and there

4 Q. If thistype of incentiveis embedded, does 4 have been instances where the answer has been

5 that not have any implications for the stand- 5 no. But if it ispossible, and the executive

6 aone relationship of Newfoundland Power vis- 6 should go to Fortis, we recover all costs. We

7 arvis Fortis? In other words, you basically 7 track al time. We recover all costs plus 20

8 got to do work that is non-regulated, not for 8 percent. So | don't seeit asan issue.

9 the customers of Newfoundland Power, in order 9 These bonusesthat are onthe scene here
10 to get this-get yourself under thisincentive 10 reflect--it’ s really something between Fortis
11 scheme, do you not? 11 and the individual .

12 MS. PERRY: 12 Q. Let me turnto theissue of the insurance
13 A.I’'mnot sure |l understand your question, Mr. 13 program. In particular, I'd refer you to the
14 Johnson. 14 March 31st, 2004 report on inter-corporate
15 Q. These bonuses are paid in respect of work and 15 charges at page four.
16 servicesthat arenot tied to Newfoundland 16 KELLY, Q.C.:
17 Power. It'stiedto Fortis Development asa 17 Q. CA-NP-156, Chris.
18 whole. It could be non-affiliated work. 18 MR. JOHNSON:
19 MS. PERRY: 19 Q.| can't find the exact reference here now, but
20 A.Yes. 20 | take it that this would be atransaction
21  Q.Okay. Doesthat have any implications, in 21 where fair market--providing the insurance
22 your view, in terms of stand-alone issue? 22 servicesis atransaction where fair market
23 MS. PERRY: 23 value does not apply? Would that be correct?
24 A.Mr. Chairman, as Mr. Ludlow spoke of earlier, 24 MS. PERRY:
25 when Fortis should call, you know, an 25  A. With respect to staff charges?
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1 QYes 1 MS. PERRY:

2 MS. PERRY: 2 A.Absolutely.

3 A.Mr. Chairman, the staff charges associated 3 Q. Okay, and | understand that Newfoundland Power

4 with insurance, we chargeit out at full cost, 4 has alot of in-house expertise in the form of

5 fully distributed costs. That's correct. 5 Mr. Knight. Is he till with the Company?

6 Q. Okay, and so the provision of these insurance 6 MS. PERRY:

7 services, that would be an exception to the 7 A.Yes heis.

8 normal rulethat that should attract fair 8 Q. Okay, and whoever assists him, they provide a

9 market value. Would that be correct? 9 lot of expertise, correct?

10 MS. PERRY: 10 MS. PERRY:

11 A.No, | don't think that’s correct. Again, when 11  A.I'mnot sure | understand the question again.
12 you assess what is fair market value for staff 12 Q. Well, they’'re not simply administering. |
13 charges, the way to assess fair market value 13 mean, they play a pretty hands-on role with
14 is looking at marketsand to look at a 14 claims, advice, on the insurance file. Would
15 Director of Risk Management and determine 15 that be correct?

16 whether there's amarket for adirector of 16 MS. PERRY:

17 risk management, | would suggest that his 17  A. Yes, that's correct.

18 salary isreflective of market, and we ensure 18 Q. Andif there¢ saclam in Belize, they'll go
19 that we track all time charged and we charge 19 to Belize. If there'saclaim with another
20 accordingly. 20 affiliate, they may haveto gothere. They
21 Q. But | thought the normal rule isthat if you 21 provide alot of advice and counsel.

22 were providing staff to an affiliate, you 22 MS. PERRY:

23 know, an engineer, a technician, that that 23 A.Yes, that's correct.

24 would be--you'dlook for market rates for 24 Q. Okay, and asamatter of fact, just interms
25 that, right? 25 of the evidence of the last hearing of Mr.
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1 MR. JOHNSON: 1 other way around, if you--if Fortis or some

2 Hughes, Information No. 7 on that, we needn’t 2 other entity was administering the plan, the

3 turnto it, but he confirmed the type of-- 3 only cost to Newfoundland Power or the only

4 well, actually, we may well turntoit. On 4 effort would be to write an insurance cheque

5 page 14, the question was asked "so isit fair 5 premium once a year. Answer: No, it

6 to say that Newfoundland Power isin fact the 6 wouldn’t. Question: It wouldn't? No, it

7 plan administrator of the group insurance? 7 wouldn’t, because you would still need--you

8 Answer: Yes, but it doesalittle more than 8 still need somebody with insurance expertise.

9 administering. Alex, he's got the expertise 9 Now obviously you can either have the person
10 on what markets are likely to be open, what 10 in house, you could pay a tremendous amount of
11 aren’'t, whether adeductible will make a 11 money if you tried to out source it because
12 difference or whether it won't, so he doesa 12 you have to have someone independent from the
13 lot. It's not like say a benefits 13 broker. That'sjust how it works on claims,

14 administrator. He actually has quite alot of 14 on dealing with insurance, and deciding what

15 knowledge about insurance.” Then he's asked 15 you're going to have."

16 "does he get involved in say Maritime Electric 16 Now it seems to me that with that type of

17 has a property damage claim? Absolutely, and 17 repository of expertisethat has thisvalue,

18 he travelsto Maritime or Belize or wherever," 18 why isit sufficient that that should be just

19 and then on page 18, there' s a question put to 19 doneon a cost basis, to be shared? | can

20 Mr. Hughes, and thisis where they’ re talking 20 understand the concept, you know, you're all

21 about who should be administering it, whether 21 with the one insurance pool and you know, how

22 it should be Fortis or whether it should be 22 that pool goesis how your rates go, but this

23 retained in house. The questionis put "l 23 isadifferent issue.

24 guess | approached it on amore simplistic 24 MS. PERRY:

25 level. Itseemsto methat if it was the 25 A.The group insurance plan, yes, Alex, Mr.
Page 99 Page 100

1 Knight does play arole inthe FortisInc. 1 correct?

2 group plan, and our policy for charging out 2 MS. PERRY:

3 Mr. Knightis at cost, as| say, plusfully 3 A Yes

4 loaded costs. There’'s a benefit, a big 4 Q. And postage, you know, providing mail and

5 benefit to customerswith thiswhole group 5 courier services, that's provided on cost?

6 insurance program. We've already put on 6 MS. PERRY:

7 record where the group insurance plan is 7 A Allinclusive cost. It's equipment charges

8 saving us insurance premiums of over $600,000 8 and -

9 annually, so it’s pretty substantial, and the 9 Q. Andprinting and stationary, that's another
10 fact that Mr. Knight worksat Newfoundland 10 example of something that’s provided on cost
11 Power and we charge out about 80 percent of 11 to affiliates?

12 histime, we support that, because we like 12 MS. PERRY:

13 having Mr. Knight in our premise. In-house 13 A. One second now, Mr. Johnson. Y ou're referring
14 expertise, whichis what Mr. Hughes spoke 14 to the labour charges associated with

15 about during the last general rate case, is 15 printing?

16 the sametoday. It's nice having Mr. Knight 16 Q.| amindeed, yes.

17 inour premise. We can go tak to him about 17 MS. PERRY:

18 where the insurance marketsare. He'sjust 18  A. Yes, that'scorrect.

19 closer, and it just helps with our insurance 19 Q. That’scorrect, and on the Is charges, they’re
20 policy, Newfoundland Power’s. We have abit 20 detailed at CA-NP-158, although there’'s no
21 of an advantage of having him in house. 21 needto goto them, and doyou not see a
22 .Butam | right that other examples of where 22 distinction between, you know, the labour
23 inter-corporate charges are based on costs, it 23 associated with postage and printing

24 would bels charges. That's the cost of 24 stationary and that type of thing and what Mr.
25 software licenses that’s based on costs, 25 Knight is doing in terms of the appropriate
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1 MR. JOHNSON: 1 MS. PERRY:
2 charge onit? There'snot even amark up on 2 A Yes
3 it. 3 Q. Okay, and | takeit that basically there's no-
4 MS. PERRY: 4 -1 think you bill out something like $150,000
5 A.Again, for Mr. Knight, | look at what | know, 5 for insurance staff charges, according to CA-
6 whichis the cost that we pay Mr. Knight, 6 NP-158, correct?
7 which is obviously his salary plus his 7 MS. PERRY:
8 benefits. Inthe absence of amarket for 8 A.That'scorrect.
9 director of risk management, that's about as 9 Q. Andl takeit that number remained relatively
10 good an estimate as wewould have for Mr. 10 flat, in fact it's actually gone down relative
11 Knight. 11 to’05, but it'sa relatively flat figure
12 (12:00 p.m.) 12 right across the board for the staff insurance
13 Q. Andwho now isMr. Knight administering for 13 charge?
14 now? The number of Fortis Companies has grown 14 MS. PERRY:
15 sincethelast case. Has more been added to 15 A. Yes, that'swhat the numbers show here.
16 Mr. Knight? 16 Q. Andl take it, isthere any idea of looking
17 MS. PERRY: 17 into the idea of what other Fortis utilities
18  A. There sother utilitiesnow under the group 18 or Fortis affiliates are avoiding, in terms of
19 insurance program. There'salso additional 19 the cost, by having Mr. Knight provide this
20 insurance people in the group as well that are 20 service as an employee of Newfoundland Power?
21 offering assistance. 21 MS. PERRY:
22 Q. Sowould Terasen be part of this now? 22  A.I'm not sure | could assess what other
23 MS. PERRY: 23 companies are avoiding. What | know isthat
24 A.ltis, yes. 24 with Mr. Knight, any time that he spendson
25 Q. And FortisAlberta, Fortissc? 25 other Fortis Companies are tracked with daily
Page 103 Page 104
1 time records. All direct charges to Mr. 1 hurricane cleanup or whatever. Walk us
2 Knight are charged to Fortis, and our 2 through how this would--how we'd get to the
3 customers are benefitting from us being a part 3 demonstrable benefit under that type of
4 of this group insurance plan. 4 scenario.
5 Q. In terms of this concept of Demonstrable 5 MS. PERRY:
6 Benefit, again if we could just turn to CA- 6 A.lcanuseMr. Knight in this example.
7 156, Appendix B, pageone of four. If you 7 Q. No, just use mineif you don’t mind, in terms
8 could, I takeit this Demonstrable Benefits 8 of staff being brought down because--I notice
9 definition that you propose, that flowed out 9 that inthe past, there were considerable
10 of the Board's order that you got to show 10 charges arose by virtue of Cayman Islands
11 Demonstrable Benefits? 11 relief, for instance, and so if we could just
12 MS. PERRY: 12 takeit from that context, I'd appreciate it.
13  A.Yes 13 MS. PERRY:
14 Q. Okay, and you provide the definition there 14 A.When we provide staff charges for hurricane
15 "demonstrable benefits occur when inter- 15 relief, we do charge out fully loaded costs,
16 corporate transactions with related companies 16 and from areview of the most utilities across
17 provide benefits to the ratepayers of 17 Canada, that’s pretty accepted practice. You
18 Newfoundland Power that exceed the incremental |18 help out when there' sa hurricane. 1f we had
19 cost to be borne by ratepayers of Newfoundland 19 to--I'm sure, asMr. Ludlow talked about
20 Power." Just sort of walk usthrough an 20 earlier, we're the windiest and foggiest and
21 example of what you--of how this definition of 21 if we ever needed help, I'd really hope we can
22 demonstrable benefit would be met, for 22 get it from Belize or FortisOntario or
23 instance, if Newfoundland Power wereto, asit 23 FortisAlberta. So at theend of the day, if
24 has donein the past, send staff to assist in 24 we had to return the favour, should we have a
25 the Cayman Idandsfor an affiliate with 25 hurricane, then that would be no doubt a

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

Page 101 - Page 104




October 23, 2007 Multi-Page™ NL Power’s 2008 General Rate Application

Page 105
1 MS. PERRY:
2 benefit for customers, and it's good to have
3 that support systemin place becauseif we
4 haveanice storm, we'll be wanting to have
5 that support to get the power back on.
6 Q. Wdl, let'sjust use something else. | take
7 it that your definition of demonstrable
8 benefit, it ties into the notion of
9 incremental costs, correct?
10 MS. PERRY:
11 A.Yes.
12 Q. Okay, and | takeit that if there are--if ina
13 transaction there is no incremental costs,
14 would you still come up with ademonstrable
15 benefit? | mean, do you need an incremental
16 cost in order to have your demonstrable
17 benefit established?
18 MS. PERRY:
19 A.I’'mrealy not surewhereyou're going with
20 the question.
21 Q. Wadll, let’s say that if Newfoundland Power, in
22 providing an employee to assist an affiliate,
23 doesn’'t incur an incremental cost at all, you
24 know, the &ffiliate picks up the travel,
25 accommodation costs, etcetera, and

o O WN B
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Newfoundland Power were to pay hissaary as
usual, just asthough the transaction--which
they’d do even if the transaction didn't take
place, would we get to having an incremental
cost for Newfoundland Power in that
circumstance?

1 MS. PERRY:

2 A.Mr. Johnson, if | may, the only way | see

3 answering that particular question islooking

4 at thetypes of charges that we have for

5 Newfoundland Power. | will use Alex Knight in
6 this particular case. We charge Mr. Knight

7 out, our policy statesthat we would charge

8 him at market. In the absence of a market, we
9 charge at fully loaded cost. That’swhat we

10 do. When | look at a demonstrable benefit to
11 customers, | seethat a) we're sharing the

12 cost of Mr. Knight, we' re getting the benefit

13 of a $600,000.00 reduction in the premium and

14 we're retaining the in-house expertise. And
15 you can't quantify the last one, obvioudly,
16 but that’ s demonstrabl e benefits to customers.
17 Q. How about the concept that was raised in the
18 Board' s order last time that, you know, these
19 transactions should be maximized to the
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benefit of Newfoundland Power’ s customers? |
mean, it seemsto me that this definition of
demonstrable benefit in your policy is sort of
aminimalist approach to demonstrable benefit,
you know, if it exceeds ours costs, it has
demonstrabl e benefit, but where is the notion
of maximizing the benefit to the customer come
in--in the case of Mr. Knight, for instance,
because there isno mark up on his services,
for instance.

MS. PERRY:

A. Mr. Chairman, with respect Mr. Knight and the
insurance program, to charge anything but
fully loaded cost, | would have to assume some
other rate, it would haveto be market. In
the absence of market, which is standard
utility practice, fully loaded cost is
charged. And withinsurancein particular, we
are getting the full benefit of the insurance
premium reduction and the in-house expertise.

Q. Let mejust turn to your--turn to the topic of
the codification question, Ms. Perry. Your
policy on inter-corporate transactions is
limited to, you know, the pricing of
transactions, would that be a correct
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1 statement on my part, how you determine 1 MR. JOHNSON:
2 charges, vis-a-vis affiliate and Newfoundland 2 with a would-be competitor, do you think that
3 Power? 3 it would be agood idea from the standalone,
4 MS. POWER: 4 you know, standpoint that apolicy address
5 A.Just bear withme, Mr. Johnson. That's 5 that type of issue for instance?
6 correct. 6 MS. PERRY:
7 Q. Andat thelast hearing, | think you would 7 A.Mr. Chairman, | don't have any great exception
8 agree with me that the Board stated at page 8 to looking at our policies and guidelines with
9 56, actually, that Newfoundland Power’s 9 aview for governance with respect to how we
10 regulated and un-regulated inter-corporate 10 conduct our activities. 1'm not sure that it
11 transactions with Fortis and its sister 11 would add a lot to Newfoundland Power’s
12 companies have multiplied several times since 12 transactions that we have, but | don’t take
13 1998, furthermore inthe case of Central 13 any exception to it.
14 Newfoundland Energy, Board hearing counsel 14 Q. And how about rules or codification of rules
15 notes professiona staff are provided by 15 regarding, you know, the separation of
16 Newfoundland Power to a sister company fifty 16 executive groups, for instance, and the
17 percent owned by Fortis, which may arguably be |17 sharing of information and, you know,
18 viewed as a competitor of Newfoundland Power |18 confidentiality of certain information as
19 since it produces energy and sellsit to the 19 between affiliates. Would that be something
20 Province. And | don’t want to get right in 20 worthwhile, do you think Ms. Perry?
21 the details now of Central Newfoundland 21 MS. PERRY:
22 Energy, but it just sort of struck with me 22 A.Again, we don't share confidential information
23 that, you know, your proposed Code and policy 23 today, but| don't takeany exception to
24 on inter-corporate transactions and it doesn’t 24 looking at the Code of Accounts and addressing
25 speak at all as regards to any relationship 25 some governance issueswith respect to the
Page 110 Page 111
1 Code. 1 generation, the transmission, the distribution
2  Q And justif | could turnyou to another 2 and theretailers. Each of those underwent
3 information exhibit coming out of Alberta. 3 different governance perspectives. The
4 Information Exhibit 4 being the FortisAlberta 4 generation was a totally competitive
5 Code of Conduct. Haveyou reviewed this 5 environment; the AltaLink or the transmission
6 document? 6 provider was governed through the Alberta
7 MS. PERRY: 7 Energy, the 1S0, Alberta Electric Operator.
8 A.l haven’t been through it in detail, but yes, 8 The distribution companies was afully cost of
9 I’ ve seen this document. 9 service regulated utility and again, the
10 Q. AndI guess would you agree with me that it 10 retailer was a competitive environment. The
11 covers a wholehost of items as between 11 break up of theindustry at one time and prior
12 affiliates alot more than just the charges as 12 tothe break up, TransAlta, Atco and other
13 between affiliatesand parent, et cetera, 13 companies, such as Epcor, Enmax, would have
14 would that be correct? 14 had portions of their business that would be,
15 (12:15 p.m.) 15 | guess interms here would be affiliates,
16 MR. LUDLOW: 16 that at one time being one company, now would
17 A. Mr. Chair, | may be ableto step inand help a 17 be a generator, adistribution company and a
18 little bit on thisone, if |1 may. | would 18 retailer. Andthe governance contained in
19 agree, Mr. Johnson, fully that this Code has a 19 this Code was included to prevent transfer of
20 whole block in governance, pricing and just 20 confidential sensitive information, tactics
21 general transactions. Thereason for itisas 21 and strategies between companies and to ensure
22 | explained to the Court yesterday, this Code 22 that the difference between aregulated and a
23 was brought in at atime when the electricity 23 un-regulated company was treated with due
24 industry in Albertawas restructured and | 24 concern. Likewise, an executive could not
25 went through the four pieces of the 25 hold apositionin acompetitive environment
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1 and a non-regulated environment. Part of this 1 MR. JOHNSON:

2 Code prevented that unless the regulated 2 Q. lam,yes. That'swhat I’'m referring to. And
3 utilities were governed by the Alberta Energy 3 if you could go down to the purpose of the
4 Utilities Board. Inmy case, when| was 4 Code, it indicates the purpose of the Codeis
5 working in Alberta, there had to be an 5 to establish standards and conditions for

6 exception struck and it was actually an order 6 interaction between each FortisAlberta Utility
7 basically identifying myself as an exemption 7 and its Utility and Non-Utility Affiliates.

8 to what was here, and there were four of us 8 This Code attemptsto anticipate and adjust
9 when we wereworking between Alberta and 9 for the potential misalignment of interest
10 British Columbia and the fact that BC, 10 between the shareholders and Utility customers
11 FortissC was not governed by the Alberta 11 occasioned by Affiliate transactions through
12 Energy Utility Board, basically caused a 12 the establishment of parameters for

13 problem. There was an exemption and hencethe |13 transactions, information sharing and sharing
14 reason for the governancethat wasput in 14 of services and resources, while permitting
15 placein the Code. So, Mr. Johnson, hopefully 15 economies of scale in operating efficiencies.
16 that’ s some help through the piece. 16 Notwithstanding your commentary about the
17 Q.ltissomehelp, butif I couldturn you to 17 destructuring, et ceterathat went on in

18 page 1 of 17 of the FortisAlberta 18 Alberta, would not these typesof purposes
19 Interfiliated Code of Conduct, which is-- 19 equally apply to thisjurisdiction so that we
20 actually you' d have to keep on going into the 20 could, you know, have a Code, transparent Code
21 document because the Code of Conduct itself is 21 that covers more than just pricing issues?
22 an appendix to that AUB decision. 22 MR.LUDLOW:
23 CHAIRMAN: 23 A. | certainly was not intending to suggest that
24 Q. Areyou looking for the appendix, Mr. Johnson? |24 the codification of this processis, you know,

25 something that if so ordered we will certainly
Page 114 Page 115

1 follow, we'd agree to go. Butl thinkit's 1 its shareholders; c) developing support and

2 important here to remember that when we talk 2 respect for the Code by the employees,

3 in terms of shared services, we're talking in 3 officers and directors of FortisAlbertawhich

4 terms of an IT Department crossing between a 4 will in turn promote ratepayer confidencein

5 competitive and aregulated business. We're 5 the application of the Code; and d) the

6 talking in termsof HR, Engineering, not 6 creation of regulatory processes in cost

7 individuals for occasional services, so 7 efficiencies through the consistent

8 there' s some very important distinctions that 8 application of a clear set of standards and

9 need to be drawnin your reading of that 9 reporting requirements to Utility inter-

10 paragraph, Mr. Johnson. 10 affiliate transactions. Again, it wouldn’t

11 Q Waell let's look at the following the 11 seem to be much mischief involved with

12 objectives of the Code. Whilethe overall 12 recognizing those sorts of objectives in

13 purpose of the Code is to establish the 13 Newfoundland and L abrador context, would there
14 standards and parameters that prohibit 14 Mr. Ludlow?

15 inappropriate affiliate conduct, preference or 15 MR. LUDLOW:

16 advantages et cetera, the purpose reflects 16 A. Mr. Chairman, there’s one point | would like

17 several important underlying objectives, 17 to make that was probably inadvertently

18 including a) creating a clearly defined set of 18 omitted in your statement there, but it may

19 rules designed to enhance inter-affiliated 19 adversely impact the customers of regulated

20 transparency, fairness and senior management 20 businesses and I'm sure that was just an

21 accountability with respect to inter-affiliate 21 oversight and that’sthe key point in this

22 interactions; b) providing an environment in 22 discussion. I'm agreeing with Ms. Perry’s

23 which inter-affiliate economies and 23 statement earlier, but let’s be careful of why

24 efficiencies can legitimately occur for the 24 this Code was put in place. This Code was put

25 mutual advantage of both Utility customers and 25 in place to ensure that there was not cross-
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1 subsidizing of for business--or for profit and 1 MR. JOHNSON:
2 regulated businesses, regulated and 2 some further transparency, | would have
3 unregulated businesses. It was the retailers, 3 thought, that’ s where | was coming from on it.
4 the distributors, the transmittersand the 4 MR.LUDLOW:
5 gencos. And this Code was putin placeto 5 A.Mr.Chairman, | think Ms. Perry has aready
6 address the governance issues and the pricing 6 addressed that issue.
7 parametersand for transfers between. And 7 Q. Maybe if | could take five minutes, Mr.
8 that’ sthe basis behind it. So to assume that 8 Chairman, | think | could have a better sense
9 the FortisAlberta Code would apply in its 9 of whether | press on with anything further or
10 entirety here is inappropriate.  The 10 if I just leaveitto Mr. Delaney. 1'd just
11 codification of what we currently do, that’s 11 like the chance to assess that, if you don't
12 another issue and that’ sthe point I’d make, 12 mind.
13 Mr. Chairman. 13 CHAIRMAN:
14 Q. And your point is well taken, there is 14 Q. Doyou wish to take five minutes?
15 certainly aspectsto Alberta that may not 15 MR. JOHNSON:
16 apply here, but | guess I'mdriving at the 16 Q. If I could, thank you.
17 larger principle and it seems to me that, you 17 (RECESS)
18 know, what you’ ve brought forward in terms of, 18 (12:31 p.m.)
19 you know, your policy on inter-corporate 19 MR. JOHNSON:
20 transactions just touches on one piece of the 20 Q. Yes, Mr. Chairman, | think | can usefully
21 pictureand | was inviting you to consider 21 canvass some other areas with Mr. Delaney, so
22 whether other aspects of the relationship it 22 I’m finished with the panel. Thank you very
23 might be useful to codify, given the fact that 23 much.
24 this has been thorny for years. It's an issue 24 CHAIRMAN:
25 in every hearing, et cetera, that would bring 25 Q. Thank you. | guess in accordance with
Page 118 Page 119
1 procedures we'll move to Ms. Newman's 1 probably much of that which you've already
2 questions next. 2 spoken to. So the first question I'd like to
3 MS. NEWMAN: 3 start by looking at Grant Thornton’s Report,
4 Q. Thank you, Mr. Chairman. Mr. Ludlow and Ms. 4 Appendix A, where they set out a summary of
5 Perry, | do have afew questions to ask you, 5 key dates for International Financia
6 probably ten to fifteen covering three basic 6 Reporting Standards, that’s the supplemental
7 areas. Thefirst area isthe convergence of 7 Grant Thornton Report, Appendix A. SO Grant
8 Canadian GaAPwith International Financial 8 Thornton sets out here a series of key dates
9 Reporting Standards and because that's a 9 starting on December 31, 2008 and | understood
10 mouthful, | will call that 1FRs and probably 10 and | frankly can’'t tell you from where
1 mix up those letters at times, you'll forgive 1 because | don't know where | picked up this
12 me. The next area will bethe proposal to 12 information, but | understood that there might
13 stay on the cash basis of reporting other post 13 be afurther announcement earlier in 2008
14 employment benefits, again we'll call that 14 expected from GAAP or the committee, the CSB
15 oPeBs, and thenthelast issuewill bethe 15 in relation to this matter? | don’t know if
16 timing of the GRA, 1 just have a couple of 16 you're aware of that and if you could perhaps
17 questions on that. So we shouldn't betoo 17 detail that for us?
18 long. | first wantto say thank you very 18 MS. PERRY:
19 much, Ms. Perry, for your very complete and 19 Q. Yes, the Account Standards Board committed
20 understandable presentation with respect to 20 when they issued their strategic plan that
21 IFRS, US non-accountants in the room 21 they would update where they are along the
22 appreciate it and my apologies, but | probably 22 process, so there’sa progress report coming
23 missed some of the stuff you said and the 23 out in March of 2008, | believe, and they’re
24 questions I'll ask you now will be repeating 24 just taking in comments that they’ re getting,
25 or asking for clarification inrespect of 25 they are just going to update as to where they

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

Page 116 - Page 119




October 23, 2007

Multi-Page™ NL Power’s 2008 General Rate Application

Page 120 Page 121
1 are, what has happened, if there’s any major 1 MS. PERRY:
2 movements within IFRStransition. Itis a 2 to go onthe assumption that everything is
3 possibility that the dates for implementation 3 going to stay on track, so we're going to try
4 may change. They may not, butit is a 4 to adhere to these particular timelines and
5 possibility that as part of this progress 5 whatever informationis out by that time,
6 report they will identify some change in 6 we're going to do our reviews on those
7 dates. Sowe'll stay tune for that. 7 standards.
8 Q. Yeah, that seemslikeit might be apretty 8 Q. If the Board determinesthat it sees a benefit
9 critical date as well then. 9 in Newfoundland Power reporting status key
10 MS. PERRY: 10 events, Newfoundland Power’ s steps that it's
11 A ltis,itis. 11 taking, anything else that might be of
12 Q. Canl look at then the Consent No. 4 whichiis, 12 interest in relation to thisissue, would you
13 | believe, Newfoundland Power’s IFRS 13 have any suggestion as to an appropriate
14 Transition Plan for 2008. 14 timeline for reporting? Does it make sense to
15 MS. PERRY: 15 report semi-annually beginning in 2008 or do
16 A Yes 16 you see any merit in, you know, reporting as
17 Q. Andthere’s some dates set out there for the 17 early asmid 2008, end of 2008, do you have
18 Company throughout 2008. Do you think this 18 any comment?
19 March report from GAAPfrom the AcsB will 19 MS. PERRY:
20 influence this or could potentially influence 20 A.Depending on the flurry of activity, |
21 this, the schedule that's here in the 21 suspect, in terms of the Progress Report and
22 transition plan? 22 the clarity of where thisis going with alot
23 MS. PERRY: 23 of the, particularly with rate regulated
24  A. TheProgress Report may, it depends on what 24 assets and liabilities, we're going to be on
25 comes out with the Progress Report. We have 25 top of this and we can report to the Board.
Page 122 Page 123
1 We're going to report to our Board of 1 understandable and provide to the Board.
2 Directors and our Audit Committee on a 2 Q. In reviewing the transcript from your
3 quarterly basis and we can certainly supply 3 testimony yesterday, which | had the benefit
4 the Board with updates along the way if they 4 of, again as a non-accountant, | had
5 deem it appropriate. 5 referenced to, just point it out, 129, 130 and
6 Q. What sort of information do you see being able 6 131 andit’s really from mid 129 and it
7 to provide the Board? Obviously you'll have 7 continues on right through to 132, actually
8 lessinformation inthe beginning than you 8 and here' s-the question that was put to you
9 will have towards the end, but is there any 9 at the timewas are there any risks to the
10 sort of specific information that you would 10 Company’s financial integrity and without
11 see being able to provide the Board, even as 11 having to read thelong passage, | think it
12 early asthe end of 20087 12 might befair and you can correct me if I'm
13 MS. PERRY: 13 wrong to say that your comment is that it's
14 A.l don't think it would be meaningful to submit 14 fairly early in the process, that there's
15 al of theliterature that’sgoing to come 15 potential for impact, but no ability now to
16 with this because there' s going to be mounds 16 specify what that impact might be. And |
17 of information on changes in accounting 17 appreciate that that’ s a correct statement of
18 standards, so | probably would suggest that we 18 the way you see it right now.
19 would stick with the most relevant or the more 19 MS. PERRY:
20 material impactsto our financial statement, 20 A.ltisearly dayswiththis.
21 because there would be alot of little things 21 Q. Butfor us non-accountants, | wonder if you
22 that would change with disclosures along the 22 could just giveusa very smplified picture
23 way, there's no doubt about that. But 23 of what thismeans. | don't want to talk
24 anything that impacts the Company materially, 24 about worse case scenarios, because | don't
25 we can boil it down such that it's 25 want to be, you know, a chicken running around
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1 with their head running around, sort of thing, 1 MS. PERRY:
2 but just so that we understand what this means 2 whether or not regulatory assets and
3 as non-accountants. 3 liabilitieswill survive becausethat’s the
4 MS. PERRY: 4 fundamental difference for Newfoundland Power.
5 A lwill try. 5 That’s going to be what is going to determine
6 Q. Okay, thank you. 6 how different our regulatory statements are
7 MS. PERRY: 7 from our external financial statement. And
8 A.IFRS is impacting our external financial 8 once we can understand that, we'll understand
9 statements. External financial statements are 9 the impact that the capital markets or how the
10 used today for capital markets, so it's 10 capital markets will be able to proceed. If |
11 important that capital markets accept the 11 could simplify one aspect of this, there’sno
12 statement that we put out there in the market. 12 doubt that the less differences between the
13 So any changes, any timethere are changes 13 regulatory financial statements and the
14 with external financial reporting, we're 14 external financia statements, the better.
15 sensitiveto how the credit rating agencies 15 That'swhat | predict, but again, thisis not
16 and the capital marketswill respond to the 16 just a Newfoundland Power issue, thisis a
17 changes. | know just from speaking with some 17 full international issue because other
18 other accountants that in places where they 18 regulated utilities are out there with alot
19 have implemented IFRS, they’re actualy ina 19 of regulatory assetsand liabilities sitting
20 position where they have two sets of financial 20 ontheir balance sheet, but | suspect the
21 statements. One for financial statement 21 closer we aretogether between those two
22 purposes for the external markets; and one for 22 statements, the better it will be becauseit
23 rate setting, regulatory rate setting. We 23 will be smpler for the credit marketsto be
24 could end up there. | can’'t speculate today 24 able to absorb those changes. But it is early
25 that that will bethe case. Thekey isa) 25 daysandit’s hard to predict where thisis
Page 126 Page 127
1 going to go, so you know, we're staying close 1 deferrals amortized by thetime weget to
2 to all of the other standards because we have 2 2011, so we've done anumber of things. We
3 to review al the standards, but the one 3 obviously have acouple of other variations
4 that’s most relevant for us right now isthe 4 with GAAP, OPEBS being one of them, but again,
5 regulatory assets and liabilities. 5 to make adecisiontoday based on afuture
6 Q. Thatkind of bringsme to my next question 6 event isjust adifficult call.
7 which is, is there something we could be doing 7 Q.| wonderif it would be possiblefor youto
8 now to bring--to minimize the differences 8 undertake to provide the Board a copy of all
9 between theregulatory statements and the 9 key documents that would have been issued by
10 external statements, rather than sitting back 10 Canadian GaAPand its committees relating to
11 and waiting for the next three years and 11 thisissue.
12 letting this evolve, isthere anything that 12 MS. PERRY:
13 could be done right now? 13 A. Oh certainly.
14 MS. PERRY: 14 Q.| understand there's a Strategic Plan and
15 A.It'saninteresting question because we really 15 that’ s probably areally big document that we
16 don't know what is goingto happen, so to 16 may not want all of and we'll leaveit to
17 actually do something today, is predicated off 17 Newfoundland Power to pick out the relevant
18 of afuture event which may or may not happen 18 portions, but exposure draft and basis for
19 isdifficult. We'vedone thingsin the last 19 conclusionsand the May 2007 Implementation
20 couple of years that have brought our 20 Plan and those sorts of documents, if we could
21 statements closer to GAAP. We' ve changed the 21 have that together in apackage, that, |
22 way we recognize revenue, we're tax affecting 22 think, would be very helpful.
23 pensions, we propose to tax affect pensionsin 23 MS. PERRY:
24 thisapplication. We're going to have the 24 A.That’sno problem.
25 regulatory cost deferrals and revenue 25 Q. Andonelast question on this. You did make
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1 reference to the fact that Newfoundland Power 1 MS.NEWMAN:
2 had been working with cea. Doyou know if 2 4, probably in your original evidence.
3 there’ sbeen any work done by this Industry 3 MR.HAYES:
4 Association inregard, any reportsor any 4 Q. Exhibit 4, isit?
5 documents of which we could have reference to? 5 MS. NEWMAN:
6 MS. PERRY: 6 Q. Volume2or 3, | guess.
7 A.There's anumber of lettersthat the CEA 7 KELLY, Q.C::
8 collectively with Newfoundland Power and other 8 Q. Exhibit 4.
9 utilities, we write letters to the Accounting 9 MR. JOHNSON:
10 Standards Board to voice our opinion with 10 Q. Tab4, Volume?2.
11 respect to accounting standards in the future, 11 MS. NEWMAN:
12 so there's anumber of documents that the CEA 12 Q. Volume?2,is it? I’'m not asstrong asyou
13 releases with respect to that. | can havea 13 guys, | can't carry around all those binders
14 review of what’s out there specifically and 14 al thetime.
15 consider those in that package. 15 KELLY, Q.C..
16 Q. Perfect, okay, thank you very much. Those are 16 Q. It'sVolume?2 of Tab4. Sorry, Ms. Newman,
17 my questions on IFRS and now | have a few 17 the page reference again?
18 questions on Other Post Employment Benefits. 18 MS. NEWMAN:
19 Referring to thereport on Employee Future 19 Q. Four, page4. Table, yes, there'satable of
20 Benefits dated May 2007, page 4. 20 the survey results, | believe that
21 (12:45 p.m.) 21 Newfoundland Power did a survey on what other
22 MR.HAYES: 22 Canadian Utilities were doing in other
23 Q. Do you have the reference, Dwanda? 23 jurisdictions and this table too shows that a
24 MS. NEWMAN: 24 number of the Utilities are still on the Cash
25 Q. It'sinayellow filefolder. It would be Tab 25 Method. | wonder if you could provide any
Page 130 Page 131
1 information asto whether they’'re holding 1 balances, is that the beginning of 2008, the
2 strong on the Cash Method or they’re moving 2 end of 2008 and similarly for 20117
3 towards the Accrual Method, was any 3 MS. PERRY:
4 information gathered about that or have you 4 A Theb2.9isfor the year end 2010.
5 gotten any updates recently on that? 5 Q. Sothat’swhat we start with in 2011?
6 MS. PERRY: 6 MS. PERRY:
7 A lactudly don’t have information on where 7  A. That'swhat we start with, yes.
8 they are. 1 do know that FortisAlbertajust 8 Q. Presumably thenfor the end of 2011, the
9 recently agreed to stay on the Cash basis, so 9 balance would be up for 6.3 million,
10 I’m not where these jurisdictionsor these 10 approximately?
11 regulated Utilities are going, but | suspect 11 MS. PERRY:
12 that’ s going to be a part of our next stage of 12 A. Approximately 6.3.
13 thisIFRS transitional review because alot 13 Q. I’mgoing to make a genera statement which |
14 will depend on where theindustry is going 14 hopeis correct. If it’snot, then you can
15 with this. As soon as we get more 15 correct me, or if you can speak to it, then
16 information, we'll look to see what industry 16 you can advise me, but | understand that the
17 isdoing. So that will bea part of our 17 primary principled basisfor the proposal to
18 review. 18 stay on the cash basis at this timeis a
19 Q.| wanted tolook at Supplemental Evidence, 19 balancing of two regulatory principles in
20 page 13, Table 10 and that’ s the table setting 20 favour of the principle of rate stability. So
21 out the transitional balance asa result of 21 of the two principles; generationa equity
22 staying on the OPEBS cash basis. Again, my 22 versus rate stability, there' safavouring in
23 apologies, I'm anon-accountant. I’'m just 23 current circumstances for rate stability at
24 wondering if you could clarify for me the 24 thistime. Isthat fairly correct?
25 timing of these transitional obligation 25 MS. PERRY:
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1 A. That'safar comment, yes. 1 MR.LUDLOW:
2 Q. Okay. Then| wonder if you would be able to 2 will follow. Other than that, I'm not
3 provide any information to usas to what 3 foreseeing anything of any substantive nature
4 Newfoundland Power’s view is of where -- | 4 at this pointintime. Jocelyn, from your
5 don't see acrysta ball upthere, but I’'m 5 end?
6 hoping that you can provide someinformation 6 MS. PERRY:
7 astowhat’'s expected for ratesin the next 7  A.No, | think that’safair comment, and with
8 number of years, at least three years, perhaps 8 respect to having clarity | think would help
9 even four or five years, so that the Board can 9 inthree yearstime. The transition for IFRS
10 assessthen whererate stability isnow in 10 is2011. Solooking at OPEBSin the contest
11 current circumstances versus where it may be 11 of IFRS, with other standard changes that may
12 in three years when we'll be facing thisissue 12 or may not impact Newfoundland Power, | think
13 again? Do you have any comment as to rate 13 would be a better time to assess the impact of
14 pressures up or down or stability in general ? 14 OPEBS 0N customers.
15 MR. LUDLOW: 15 Q. Okay, thanks. Those aremy questions on
16 A. | think the major rate pressure point has been 16 OPeBS, and | just have a couple of questions
17 and will continue to be oil. We've been 17 onthe timing of Newfoundland Power’s next
18 pushing the $100.00 mark, and personaly | 18 GRA. | note, and | don’'t have references, but
19 don’t know how high it’s going to go, and if | 19 I think you'll accept that Newfoundland Power
20 did, 1 guess| wouldn't be sitting here 20 has indicated that it plansto fileaGRA in
21 either. That, | guess, combined with the mix 21 2010, with atest year of 2011, and that’s
22 of generation and the use of Holyrood, so 22 just anticipated, but looking at the proposed
23 there' s some unknowns that -- you know, the 23 Automatic Adjustment Formula, it would seem to
24 dynamics of the system. | will predict that 24 alow ratesto be set if it was utilized for
25 if the oil continuesto rise, obviously rates 25 2011. So | wonder if you could provide any
Page 134 Page 135
1 comment, either Ms. Perry or Mr. Ludlow, asto 1 other things that may be happening,
2 in what circumstances you might see the need 2 Newfoundland Power to come back in 2010, asiit
3 for the Automatic Adjustment Formula to 3 anticipates now, do you have any concerns with
4 operate for 20117 4 the Board determining now that you should be
5 MR. LUDLOW: 5 back in 2010 for 2011?
6 A.lguess aswelook out, I’'m not foreseeing 6 MR. LUDLOW:
7 anything at this-- | just don’t know what it 7 A. Whatever the Board orders, we'll be only too
8 would be at this point in time, Ms. Newman, or 8 happy to oblige.
9 Mr. Chairman. | guessit’sthereif, in fact, 9 MS. NEWMAN:
10 we had to use it. At any point aswe go along 10 Q. Thoseareal my questions.
11 we're aways subject to come back in here, and 11 CHAIRMAN:
12 that’ s a given, but there’ s nothing that would 12 Q. Thank you, Ms. Newman. Mr. Kelly, any re-
13 stand out inmy mind right now that would 13 direct?
14 causethat. | justdon't know what would 14 KELLY, Q.C.:
15 trigger that point. Jocelyn, | don’t know if 15 Q. Nore-direct, Mr. Chairman.
16 there’' s anything you could add. 16 CHAIRMAN:
17 MS. PERRY: 17 Q. Commissioner Whelan.
18  A. The Automatic Adjustment Formulaservesout to |18 VICE-CHAIR WHELAN:
19 2011, and that just gives usthe flexibility 19 Q.| had lots of questions, and then | didn’t
20 that if we should get to 2010 and we see our 20 have many questions. | have one, | think, and
21 way through to 2011, itjust givesus the 21 it hasto do with the IFRS issue, and a
22 flexibility to stay out an additional year 22 comment you just made, Ms. Perry, about the
23 without having to come back in. 23 big question being will regulatory assets and
24 Q. Soif theBoard wereto determineat this 24 liabilities actually survive, in 2011, | mean,
25 stage that it would like, in light of IFRsand 25 and | guess did | understand yesterday when
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1 you went through your Chief with Mr. Kelly 1 MS. PERRY:
2 that right now Newfoundland Power has a number 2 probably one of the most uncertain aspects of
3 of regulatory assets that are currently in the 3 it because thisis-- we're not unique here.
4 process of being amortized or are we going to 4 There’s many other utilitiesthat have alot
5 have to deal with it in terms of this 5 of regulatory assets sitting on their balance
6 application? | think thetotal in my mind is 6 sheet or liahilities. So if we had to take the
7 over 100 million dollars. 7 hit, for the lack of a better word, you know,
8 MS. PERRY: 8 from afinancial reporting perspective, that's
9  A. That'scorrect, yeah. 9 going to be anindustry movement thing, |
10 Q. And some of those will be amortized by 2011, | 10 suspect, and usualy with changes in
11 appreciate that. 11 accounting standards, there’s acceptance to
12 MS. PERRY: 12 migrate the transitional pieces, but again
13 A. A smdl portion of those, yes. 13 it'sfully uncertain at this point asto the
14 Q. Yeah, not alot though. 14 impact it’s going to have, and whether or not
15 MS. PERRY: 15 it even occursisthe bigger question.
16  A.No, notalot. 16 Q. guess, isthe uncertainty we have now going
17 Q. Soif theregulatory assets and liabilities 17 to be -- have to balance it with -- there' sa
18 don’'t survive thisIFRs, and the oPEBS will be 18 definite uncertainty now, but there’s even
19 only one of them, is there a possibility that 19 worse uncertainty out there. We know what the
20 we'll be dealing in 2011 oPEBS, plus, plus, 20 rate impact would be today at leastif we
21 plus? | mean, we won't only be dealing -- 21 dealt with the oPEBsissue. It would be 2
22 because the context will be totally different 22 percent or so if we amortized over ten years,
23 if that’ s the scene that unfolds, | guess. 23 about 1.3 and .7.
24 MS. PERRY: 24 MS. PERRY:
25  A. Thetransitional piece of going to IFRSis 25 A.Yes, if you went to the full accrual and the
Page 138 Page 139
1 transitional piece aswell. 1 expect that by March we'll havea lot more
2 Q. Yes, andthetransitional piece, if we dealt 2 information than we do here today.
3 with both. If wejust dealt with one, it’'s 3 VICE-CHAIR WHELAN:
4 1.3. With the certain uncertainty of what we 4 Q. That'sall | have. Thanksto both of you.
5 don’'t know that’s going to have with the IFRS 5 CHAIRMAN:
6 issue, and this balancing of erring in favour 6 Q. Thank you, Commissioner Whelan. | have a
7 of rate stability now and pushing out the 7 short list of questions. I'll start, Mr.
8 consideration of the move to the accrua 8 Ludlow, with you, if you don't mind. Your
9 method and dealing with that. That's a 9 predecessor, | guess, Mr. Hughes, in his
10 difficult piece to deal with right now, and | 10 testimony back in 2003 gave a fair bit of
11 appreciate that, but | guessit’s the other 11 detail in terms of trends, in terms of
12 uncertainties that are more concerning. Will 12 operating costs, intermsof FTES, customer
13 the March 31st update from the IFRS give us 13 satisfaction, shown some fairly dramatic
14 any indication as to where they might be going 14 results dating back to 1994/1995, and | think
15 with some of those pieces, orisit -- you 15 you addressed alot of that yesterday in terms
16 don’'t know that either. 16 of the improvementsthat have occurred since
17 MS. PERRY: 17 that time. | do have aresponse to an
18 A.I’mnot certain with respect to what’s going 18 information requests which deals with afive
19 to bein the report either. | know it'salot 19 year forecast, at least an income statement
20 of uncertainty. What's happening lately is 20 and abalance sheet, and it shows operating
21 that there'sa lot of chatter about IFRS 21 costs, for example, going from 47 million up
22 because the time lines are starting to 22 to 51 and al that. Thisis a question which,
23 approach us. So that’susually when the 23 | guess, would be addressed to you, asthe
24 industry starts to move, and the Accounting 24 Chief Executive Officer of Newfoundland Power.
25 Standards Board will offer guidance. So | 25 You just commented, for example, on rates
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1 where you perceived -- the pressure points on 1 MR.LUDLOW:
2 rates, for example, | think you mentioned, 2 forecast massive reductionsin our FTES. We
3 oil, and themix of generation asbeing a 3 may get slight declines as we go forward, but
4 couple of the pressure pointsthere. Would 4 it would be much more on an incremental basis,
5 you just -- again speaking as the Chief 5 touse my terminology, as astep increase
6 Executive of the organization, could you speak 6 through an early retirement program. So that
7 towhat you see over the next five yearsin 7 would be one point I’d look at. Operations
8 terms of some of the trends and some of the 8 and operating expense, in general, has been
9 pressure points, in general terms? 9 showing consistent levelling and declines.
10 MR. LUDLOW: 10 Our objective, and the objective | seg, isto
11 A.I'll giveitatry, Mr. Chair, and I'll look 11 fight to keep that as neutral as much as
12 at the next five years. 12 possible to ferret off any increases, and gain
13 Q.| know where you come from. | guess I'm 13 many things from fuel oil, to labour increases
14 interested in your perspective of where the 14 and soon, and trying to bringin - be
15 organization isgoing and whereyou planto 15 creative in how we run the business to try and
16 takeit? 16 offset those expenses. That's going to be a
17 (1:00 P.M)) 17 challenge, and abig challenge. So you're
18 MR. LUDLOW: 18 combining training new people at atime when
19 A. Well, the biggest challenge that | highlighted 19 we can't predict when people are leaving
20 and tried to bring out in my chief in some of 20 because we have people early retiring now to
21 those would be people. People -- employeesis 21 goto work in Western Canada. So that'sa
22 where my mind isgoing on that. We've got a 22 real challenge as we go. The genera
23 lot of testimony yet to come on that front, 23 operations of the businessis in good shape,
24 but it’ straining, keeping the skillset up and 24 there's work to be done, but it's
25 our ability to attract. | will not see or 25 controllable, and we've spoken about that
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1 today and morewill comeas well. On the 1 will speak to that tone. Our customers,
2 global scenein Newfoundland, the Energy Plan 2 there' salways room for improvement, but at
3 haslaid out aframework. You're seeinga 3 the same point in timeit’s not broken either,
4 push towards more sustainable energy, more 4 and | think that’s a positive thing and we can
5 wind power, and those types of things. That 5 address the pressure points. As | walk
6 could help offset some of the increases or the 6 through those areas, that’s what gives me
7 volatility regarding oil prices, we seethat 7 concern as | talk about pressure points. The
8 as well. To focus back on the energy 8 general operationsof the businessthat |
9 efficiency portion of the business, | think 9 spoke about in areas of environment isin very
10 there's a change occurring, a change has 10 good shape, safety isin good shape, but alot
11 occurred, asto how we impact and our ability 11 of work required within the business as well.
12 to impact and work with government, 12 It's not something to go through again.
13 Newfoundland and Labrador Hydro, ourselves, 13 That'sthe way I’ d see the business. Thereis
14 our customers, and just how we can cause 14 afocus changing in theindustry definitely,
15 changes in consumption patterns, and, in 15 and the Energy Plan haslaid that out. The
16 effect, that will also I’'m sure be part of the 16 Energy Plan also clearly laid out theroles,
17 rate study. | think there are alot of 17 which | thought was very important aswell.
18 pressure points, but we're starting from a 18 That's afew comments that I’ d offer on those
19 good base, and | think that’ s something that | 19 points.
20 want to leave with thisBoard aswell. I'm 20 Q. Onthewnhole issue of theimpact of trades,
21 not going to go back through the past, but we 21 you're hearing alot of -- | havefriendsin
22 arein a pretty reasonable place, we have 22 the construction business, and the siphoning
23 skilled workers, it'sagood company to work 23 of people to Albertais redly creating a
24 with, and a cCEO would not say anything other 24 number of issues for employers, and | guess
25 than that, Mr. Chairman, but our employees 25 you commented on thefact you have people
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1 taking early retirement and moving on. Again 1 MR.LUDLOW:
2 | heard your comment yesterday that you said 2 ranks, the technologist ranks, and that’ s well
3 an apprentice takes four years to become fully 3 underway aswell, after coming back after
4 trained, in your view, | think it's seven, a 4 being away for four years. | guess atrue
5 fairly long period of time. Is that having 5 test is the number of people you know when you
6 any particular impact that's creating 6 walk in alineroom, and there’'salot | don’t
7 vulnerability with the organization, for 7 know. So that’satrue test that things have
8 example? 8 continued since 2003. We've got work to do
9 MR. LUDLOW: 9 and there' swork underway in those areas. I'm
10 A. Thisisnot anew undertaking. It's something 10 getting more comfortable over the next few
11 that we started several years ago. The focus 11 years.
12 has increased. We've ramped up our number of 12 Q. Your comment onthe Energy Planwas agood
13 apprentices within the system and there'sin 13 segue because that’smy next question, |
14 excess of 20 right now. It'sinteresting -- 14 guess. The Government has been re-elected, as
15 wetak about the Albertautilities. They 15 we're al well aware. Likely to see certainly
16 don’'t hire by one' sand two'’s, they’re hiring 16 some of that plan rolled out, | would think,
17 by the 50'sand 70's, and it is truly amazing 17 over the next period of time. | think there
18 the volumes of work that’s going into those 18 isacommitment in terms of some fundamental
19 areas, whatever utility youreferto. Aml 19 and major decisionsin 2009, and I’ ve read the
20 concerned? Yeah, alittlebit, but | would 20 plan two or three times so | know some of the
21 also go so far asto say that I'm comfortable 21 commentsin it with respect to specifically
22 that it’s under control and we are bringing in 22 your company. How do you -- just again from
23 new training, new learning, and that’s a good 23 the point of view of beingthe CEO, you've
24 thing as well. That's not only in 24 read that I’ m sure more times. How do you see
25 apprenticeships, it'sin the engineering 25 that -- again we're talking about 2010 or 2011
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1 before we see you again here. How do you see 1 conservation and energy in total; not just
2 what implications might that have for your 2 electrical energy, but the broader piece, the
3 company over the next while? 3 formation of partnership. A lot of things
4 (1:15P.M) 4 have been happening between Newfoundland Power
5 MR. LUDLOW: 5 and Newfoundland Hydro on that end, and the
6 A.lthink thefirst thing, Mr. Chairman, is that 6 Provincid Government through the Save
7 it's certainly cemented the roles of the 7 programs, for example, with the distribution
8 respective utilities within the province, and 8 of cFL'sin Burin and Lab West. So alot of
9 by that I'm referring to Newfoundland and 9 things -- | think we're going to see more of
10 Labrador Hydro as being the prime transmitter 10 that happen as wego out over the next
11 and generator, and ourselves being the urban 11 three/four years. That'smy sense of it. I'm
12 and primarily the base for the rurd 12 not forecasting major structural change. The
13 distributorship. Things that could happen in 13 thing that concerns me with the plan, if a
14 there that | foresee would be in the areas of 14 major industry that's forecasted for this
15 small hydro or hydro development. | think 15 island comes on board, | think a second oil
16 there’'s comments, sustainable energy is the 16 refinery, hydromet facility, and so on and so
17 same typeof thing. Youcould see some 17 on, the capacity of the system is going to be
18 substantive movement inthose areas. Some 18 a majorissue. Then comesthe issue of
19 under construction today, like St. Lawrence, a 19 Labrador infeed, and Mr. Chairman, | don't
20 significant discussion on work in Fermeuse. | 20 particularly want to get into that topic here
21 think we' re going to see things move from the 21 today, but if it comesin, maybe that'sthe
22 discussion stageto the production stage. 22 way out, but | don’t think those industries
23 That' s the sense | would have on some of these 23 are being talked about interms of 2016 and
24 fronts. The fact that there wasa major 24 there will have to be either short term fixes
25 portion of the plan devoted to energy 25 to power supply, and fixes may be gas turbine,
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1 may be self-generation, it may be co- 1 CHAIRMAN:
2 generation at some of these facilities. 2 mentioned yesterday the credit metrices, and |
3 That’swhat givesme, as| look out, the type 3 think you pointed to some of the impacts there
4 of things, as | say, where is all this 4 in relation to your return on equity, and you
5 happening, and | wrap that right back around 5 talked about two rating agencies, but | think
6 toour first discussion, whereare al the 6 you would have focused more on Moody’s or
7 people coming from. Theseareall skilled 7 solely on Moody’s. | presumethe otheris
8 trades we' re talking about, skilled trades for 8 Standard and Poors, isit?
9 construction and operationin many of these 9 MS. PERRY:
10 large projects, and that’ s going to be even a 10 A.DBRS.
11 bigger issue. | don't see us, as Newfoundland 11 Q. DBRS. What are they saying about Newfoundland
12 Power, being at risk from losing our skilled 12 Power in terms of the future?
13 trades. Maybe some small specific trade 13 MS. PERRY:
14 groups in the areas of controls or design and 14 A.They're lessvoca in their credit rating
15 engineering, we're okay on those fronts, not 15 assessment, annual assessment, that they do at
16 particularly inlinetrades. Soit'salong 16 Newfoundland Power on credit matrix. 1've
17 ramble, but that’ s the way | assess the Energy 17 spoken with them, and we review our financial
18 Plan. It gives usaroad map to go forward 18 performance with them annually. So they’re
19 and that’ s the way | see the province. 19 obviously concerned about the declining
20 CHAIRMAN: 20 matrix. Credit rating agencies review
21 Q. Thank you, Mr. Ludiow, for sharing that. 21 qualitative things like the regulatory
22 That's al the questions | have. Ms. Perry, | 22 environment or the competition that you face,
23 just have a couple of itemsin an areathat 23 and all a bunch of factors, and so DBRS
24 I’m far less comfortable with, to tell you the 24 indicated in their release or latest annual
25 truth, but, anyway, with regard -- you 25 assessment, the latest annual assessment, that
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1 they expected our financial profile to 1 there any reason for this Board not to wait to
2 improve. They just weren't as vocal about if 2 see what happens in 2008 in termsof the
3 you should go below a certain number, we will 3 progress report, | guess, that we would
4 downgrade you, aswhat Moody’s were, but 4 anticipate coming forward in termsof this
5 they’re aways interested when you' re trending 5 IFRSissue?
6 down. 6 MS. PERRY:
7 Q. Sois thereany information specifically on 7 A.Thewhole decision, | guess, on oPEBS and
8 what DBRS might have said about -- 8 whether we go to the accrua or cash, we're
9 MS. PERRY: 9 thro’'ing through the negotiations, you know,
10 A. Theamended application?| called both rating 10 so we struck the balance that we recognize
11 agencies when the negotiated settlement was 11 that customers have seen a pretty substantial
12 announced, and | walked through item by item, 12 rate increase over the last -- since 2002.
13 similar to what | had done here yesterday, and 13 When we takeinto IFRS, and whether or not
14 we haven’t got any written confirmation from 14 oPeBswill beimpacted by IFRS,it’'sjust so
15 DBRS, but they appeared to be comfortable with 15 early in the game, and | have no visibility at
16 the negotiated agreement. 16 al asto whether or not thiswill even be an
17 Q. Based on the amended application. 17 issue, that it'sjust hard to sit hereand
18 MS. PERRY: 18 make adecision or say that we should do
19  A. Based on the amended application. 19 something today because we really have no
20  A.Just acouple of short questions, and it gets 20 visibility as to whether or not they will
21 tothis oPeEBs, | guess. Intermsof this 21 survive, and evenif they don't survive.
22 Board, and certainly we' re committed to having 22 There's a stage two that we'll goto. We'll
23 adecision out, | think, before the year end 23 seeif there's away that we can get our
24 onthis, and hopefully substantially before 24 regulatory assets and liabilities to actually
25 the year end. So outside of the accrual, is 25 qualify as GaP assets and liabilities, and if
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1 we can't and they’re totally abandoned, then 1 MS. PERRY:
2 we've got to wait to see how the markets react 2 lot more visibility to thisthan what itis
3 or what the industry decidesto do, because 3 today.
4 it'sabig industry issue, and there’'sbeen a 4 Q.| think Commissioner Whelan alluded to this
5 lot of rumble, alot of letters written to the 5 guestion. Y ou went through yesterday, and it
6 Accounting Standards Board about why thisdoes | 6 perhaps shows my ignorance to some degreein
7 not make sense; why regulatory assets and 7 the financial and accounting area, but I'll
8 liabilities of aregulated enterprise makes 8 ask the question, in any event. Y ou pointed
9 sense. Sothere'sa lot of influence that’s 9 out yesterday that there were in addition to
10 going to happen over the next little while 10 the oPEBS a number of other liabilities. You
11 with respectto a lot of voice from the 11 talked about unrecorded tax obligation, OPEB,
12 utilities asto why this -- their position on 12 78 million, you talked about OPEB, you talked
13 why we should record regulated assets and 13 about other unrecovered reserves of 15
14 liabilities. Soto marry that with the 14 million. There'sanother 13 million and
15 decision of whether or not it’s appropriate to 15 another 22 million. Would some of these
16 do oPEBs at thistime, there'sjust such a 16 accruals be affected by or could be affected
17 clear ling, it's just so uncertain it’stoo 17 by that decision aswell?
18 early to tell. 18 MS. PERRY:
19 Q. Isit correct that March, 2008, presents a bit 19  A.They al will be.
20 of a milestone in terms of additional 20 Q. They al will be.
21 information becoming available at that time 21 MS. PERRY:
22 that we don’t have now, for example, to at 22 A.They al will be.
23 least assist with looking into the future? 23 Q. Soinactual fact, the 28 million, in terms of
24 MS. PERRY: 24 OPEB and the impact there, heaven forbid,
25  A.l hope, Mr. Chairman, that in March there' sa 25 could be the thin edge of the wedge in terms
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1 of some of this stuff. | just wanted to get 1 CERTIFICATE
2 some clarification of that as well. 2 I, Judy Moss, hereby certify that the
3 MS. PERRY: 3 foregoingisatrueand correct transcript in the
4 A lsit, yeah. All regulatory assets and 4 matter of Newfoundland Power’s 2008 General Rate
5 liabilities, yeah. 5  Application heard on the 23rd day of October, A.D.,
6 Q. Soall those, because presumably they’'reall 6 2008 before the Board of Commissioners of Public
7 onthe basisof an accrual now which could 7 Utilities, Prince Charles Building, St. John's,
8 translate. Even with regard to the OPEB, the 8  Newfoundland and Labrador and was transcribed by me
9 notion of having an amortization of 5, 10, or 9 tothe best of my ability by means of a sound
10 15 years, isthat something again that would 10  apparatus.
11 be affected by the decision or could be 11  Dated at St. John's, Newfoundland and L abrador
12 affected by the decision? 12 this 23rd day of October, A.D., 2007
13 MS. PERRY: 13 Judy Moss
14  A.ltcould be, yes. Thewhole recognition of
15 regulatory assets or liabilities, amortization
16 periods that are ordered by aBoard, are all
17 impacted by -- could all be different from
18 that of the External Financial Statements.
19 CHAIRMAN:
20 Q. That'sit. | have no more questions. Thank
21 you both for your testimony and putting up
22 with the heat, the temperaturein the room,
23 and otherwise. Thank you very much. Itis
24 twenty after now. We're scheduled to conclude
25 by 1:30.
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