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1 (9:09AM.) 1 asked him if he would accept, subject to check
2 CHAIRMAN: 2 and verification, that the rate of inflation
3 Q. Thankyou. Good morning. Beautiful fall 3 over '04 to ' 07 has been equal or higher than
4 morning out there. Good morning, Ms. Newman. 4 the 2008 forecast rate for inflation inthe
5 MS. NEWMAN: 5 Province of Newfoundland and Labrador, and he
6 Q. Good morning, Mr. Chairman, Vice-Chair. There 6 said, of course, are you going to--
7 have been afew documents filed that need to 7 Newfoundland Power asked me to provide the
8 be labelled and | propose we do that now. 8 inflation rate, which I’ve provided. So |
9 They've come in at different timesand it 9 takeit now it's for Newfoundland Power to
10 might be alittle bit convoluted, so I'll just 10 comment on that question.
11 perhaps direct how we go about doing this. 11 KELLY, Q.C:
12 The first document is some inflation 12 Q. What | thought we were doing at this stageis
13 information that was requested by Newfoundland 13 marking the information document and we're
14 Power to be provided by the Consumer Advocate, 14 prepared to consent that this represents the
15 and it's adocument, a two-page document 15 Consumer Price Index as shown on Information
16 headed up "Finance, Government of Newfoundland 16 14. Just not to make anything out of it, but
17 and Labrador, Statistics Agency, Consumer 17 just as the Board will recall for goodsin
18 Price Index" and | proposeto label that 18 particular, it's the GDP deflator that is used
19 Information Item No. 14, and the Consumer 19 for inflation. So I’m not quite sure exactly
20 Advocate can speak to that particular item 20 where the Consumer Advocate may want to goin
21 now, if he needs to, or Newfoundland Power. 21 argument. | simply note that for the record
22 MR. JOHNSON: 22 at thistime.
23 Q. There' snot much for meto say about it. | 23 MR. JOHNSON:
24 think the question when Mr. Delaney was on the 24 Q.| might adso for the record notethat in
25 stand is when he was on the stand yesterday, | 25 response to CA-NP-27, Newfoundland Power
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1 provides, in Table 1, its operating cost and 1 comparable to compare thetwo, so | haveno
2 inflation from 2002 to 2008 using the Consumer 2 objection for this coming in for information
3 Price Index. 3 purposes for the Board, | takeit isto value
4 CHAIRMAN: 4 the value of outside legal services in some
5 Q. Okay. 5 fashion then amatter of argument in final
6 MS. NEWMAN: 6 argument.
7 Q. Allright. The nextitem, Mr. Chairman, isa 7 MR. JOHNSON:
8 document that | believe has been circulated. 8 Q. WEeIl hear about it in argument.
9 It's called "The Going Rate 2005." It's 9 CHAIRMAN:
10 several pageslong and it’s been filed by the 10 Q. Thank you.
11 Consumer Advocate and will be entered as 11 MS. NEWMAN:
12 Information Item No. 15. | don't think we 12 Q. Several more documents. Theseare thelast
13 need to speak to that, beyond that. 13 three, Mr. Chairman. Newfoundland Power filed
14 KELLY, Q.C.: 14 aletter on October 19th, filing a number of
15 Q.| wanted to addressthat item as well, Mr. 15 documents in preparation for the hearing.
16 Chairman. 16 Several of these documents have already been
17 MS. NEWMAN: 17 labelled and there' sthree that have not yet
18 Q. Okay. 18 been labelled, so I'd like to label them now
19 KELLY, Q.C.: 19 as information items. They’ ve been circulated
20 Q. We'reprepared to have this document comein 20 aready, | believe. Oh, going to be
21 asan informationitem. This goesto the 21 circulated now.
22 question of the appropriate rate for inside 22 Thefirst oneisthe Alberta Energy and
23 in-house counsel versus outside legal 23 Utilities Board News Release and we'll l1abel
24 assistance, as | understand it, and | made the 24 that Information Item No. 16. | believe
25 objection on Tuesday that it redly isn't 25 that’ s dated -
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1 KELLY,Q.C: 1 Q. Whenyou'reready if you could introduce your
2 Q. December 19th, 2003. 2 witness, please?
3 MS.NEWMAN: 3 MR. JOHNSON:
4 Q. December 19th, 2003, thank you. The next item 4 Q.Yes, I'd be happy to, Mr. Chairman. On the
5 is a Report to the Board of Commissioners of 5 stand is Mr. John Todd.
6 Public Utilities on the Technical Performance 6 CHAIRMAN:
7 of Newfoundland Light and Power Company 7 Q. Good morning, Mr. Todd. Welcome back, sir.
8 Limited, July 1991, and that' Il be Information 8 A. Great to be here.
9 No. 17. 9 (9 14AM)
10 And the last one is the Report on 10 MR. JOHN TODD (SWORN)
11 Newfoundland Light and Power Company Limited, 11 CHAIRMAN:
12 Quality of Service and Reliability Study, 12 Q. Thank you, sir. When you're ready, Mr.
13 October 1998. That's Information No. 18, and 13 Johnson.
14 that’s al the items that need to be labelled 14 MR. JOHNSON:
15 here this morning. 15 Q. Mr. Todd, would you please provide a summary
16 CHAIRMAN: 16 of your qualifications?
17 Q. Do you have any comments on this, Mr. Kelly? 17 A.Yes, | amPresident of Elenchus Research
18 KELLY, Q.C.: 18 Associates Inc., established the predecessor
19 Q. No, Mr. Chairman. 19 firm 27 years ago in 1980. | aso established
20 CHAIRMAN: 20 the Canadian Energy Regulation Information
21 Q. Thank you very much. Thank you, and belated 21 Servicein 2002. | believe the Newfoundland
22 good morning, Mr. Johnson. 22 Board isa subscriber, we appreciate your
23 MR. JOHNSON: 23 support. It isaweb-based marketing service
24 Q. Good morning. 24 on regulatory developments across the country
25 CHAIRMAN: 25 and outside of Canada.
Page 7 Page 8
1 | have beenretained asan advisor or 1 which involves the purchase power unit cost
2 expert witness in approximately 200 2 variance reserve account, the demand
3 proceedings over the past number of years. 3 management incentive account, and the energy
4 Recently engaged a number of times for 4 supply cost variance component in the rate
5 facilitating stakeholder processes for the 5 stabilization clause. These matters, of
6 Ontario Energy Board, currently one for 6 course, were settled.
7 Ontario Power Generation. |'vealso been 7 A. Correct.
8 retained by the Ontario Energy Board as an 8 Q. Your report also addressed the 2008 Forecast
9 expert advisor on electricity distribution 9 Productivity Improvement. Thisissue was not
10 rate design process and in general, my clients 10 settled and it isthe subject of your direct
11 include regulated electric and gas utilities, 11 evidence today?
12 gas and oil producers, generators, regulators, 12 A. That’scorrect.
13 industrial consumers and of course, the FCA. 13 Q. Andalso, theregulatory treatment of OPEBS
14 Q. Mr.Todd, you havefiled pre-filed evidence 14 was addressed in your pre-filed evidence, and
15 dated August 13, 2007 on behalf of the 15 this issue has been settled?
16 Consumer Advocate in thismatter. Do you 16 A.Yes
17 adopt this prefiled evidence as your 17 Q. As well, the disposition of regulatory
18 testimony? 18 deferral accounts issue has been settled?
19 A.ldo. 19 A.Yes
20 Q. Arethere any changes you wish to maketo the 20 Q. Inca-NP-47, Newfoundland Power identifies the
21 pre-filed evidence? 21 productivity improvement related to its
22 A. No, there are not. 22 operating labour costs in 2008 as 531,000. Do
23 Q. Mr. Todd, your pre-fired evidence addressed 23 you contest this?
24 four topics. Number one, regulatory 24 A.No, | do not.
25 mechanismsrelated to power purchase costs, 25 Q. IncA-NP-361, it shows what Newfoundland Power
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1 MR. JOHNSON: 1 Delaney explained it well on Wednesday,
2 calls its initial forecast and approved 2 transcript of October 24th, page seven, lines
3 forecast of 2008 operating expenses. The 3 13 to 17. Henoted that the sources of
4 subtotal line shows that the initial forecast 4 productivity gains include capital investment,
5 was reduced by $727,000 as aresult of the 5 organizational changes, process improvements,
6 executive review, which isthelast stepin 6 technology. All of those sources of
7 establishing Newfoundland Power’s internal 7 productivity gainsinvolve costs. I'll pause
8 approved forecast. Do you consider thisto be 8 while that’ s actually found on the transcript,
9 an acceptable alternate estimate on the record 9 lines13to17. Soinorder to achievethe
10 of the productivity improvement embedded in 10 513,000 to 727,000 figure, costs related to
11 Newfoundland Power’s 2008 forecast costs? 11 those effortsto produce the productivity
12 . Yes, given that the adjustment for the labour 12 gainshad to beincurred, and therefore the
13 part of the expense budget is so close to the 13 figureson therecord are estimates of the
14 forecast operating labour productivity 14 gross benefits, not the net benefits.
15 improvements shown in CA-NP-47. In my view, 15 Hence, the issueraised in my evidence
16 there should be productivity gains on the non- 16 goes beyond a simple question of whether or
17 labour expenses as well, the 727 would seem to 17 not there are productivity gains. We also
18 be the best information we have as to a global 18 haveto consider the costs that are being
19 productivity adjustment. 19 incurred to achieve those productivity gains.
20 . Mr. Todd, does thisimply that the customers 20 The relevant question is whether the benefits
21 of Newfoundland Power will enjoy a benefit in 21 outweigh the costs, whether the gains being
22 the range of $531,000 to $727,000 as lower 22 crystallized, being recognized in 2008 are
23 costs and lower ratesin 2008, as aresult of 23 sufficient to outweigh coststhat are being
24 Newfoundland Power’s productivity efforts? 24 incurred to generate productivity through time
25 . No, that’snot what those numberssay. Mr. 25 for the Company.
Page 11 Page 12
1 . Do you know whether the 2008 productivity 1 associated with that effort. The operating
2 gains are greater than the expenses related to 2 costs, relevant operating costswould also
3 Newfoundland Power’s pursuit of productivity 3 include a portion of the cost related to other
4 gainsin 20087 4 staff that assist in theseinitiatives, to
5 .No, asfar as|’m concerned, that cannot be 5 implement those initiatives.
6 determined from the evidence on the record. 6 Capital costs that are incurred to
7 It's my understanding that expenses related to 7 achieve productivity gains would include some
8 efforts to achieve productivity gains are not 8 capital expenditures that are driven purely
9 explicitly tracked by Newfoundland Power, and 9 for the cost savings. For example, the cost
10 that’s normal. Frankly, it's avery difficult 10 associated with Newfoundland Power’s mobile
11 thing to do with precision. But the relevant 11 computing technology, which we' ve heard about,
12 costs we do know will include both some 12 would be an example of a cost, the purchasing
13 operating and some capital costsand we can 13 of the technology itself, the training related
14 get a sense of the kinds of costs that are 14 toit and soon, would be coststhat are
15 being incurred. 15 justified simply as a way of achieving
16 For example, operating coststhat are 16 productivity savings.
17 incurred to achieve productivity gainswould 17 So what isrelevant in terms of benefits
18 include things such asa portion of the cost 18 that flow through to the customersis not the
19 of most managers and executives in the firm, 19 total productivity gains of the labour force
20 because they devote, presumably fromwhat we |20 through that initiative, but the net gain of
21 hear, a significant chunk of their time to 21 the productivity lessthe cost of buying the
22 identifying, developing and implementing the 22 technology.
23 initiatives that generate productivity gains. 23 The cost associated with productivity
24 Just like any other activity of the Company, 24 improvements would also include capital
25 effort isput intoit and there'sa cost 25 spending that is driven in part for efficiency
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1 MR. TODD: 1 costs. Thisimprovement is a source of
2 gains. For example, the 2008 capital budget, 2 productivity gains which can be, of course,
3 which was filed as a separate application, 3 crystallized in the future through lower
4 includes almost seven million dollars that we 4 requirement for staff to undertake future
5 spent on three projectsthat appear to be 5 maintenance and therefore the ability to
6 designed in part to improve the reliability of 6 reduce staffing levels.
7 the distribution system. Those three projects 7 It would be very difficult or impossible
8 are Distribution Reliability Initiatives at 8 for either me, and | suspect for Newfoundland
9 1.3 million dollars, the rebuild of 9 Power, to identify the exact portion of the
10 distribution linesat acost of 3.4 million 10 capital budget that is attributableto the
11 dollars, reconstruction 3.1 million dollars. 11 pursuit of productivity gains. Nevertheless,
12 | believe al those are just categories that 12 it's clear that there arecosts borne by
13 are related to maintenance and improvement of 13 customers related to depreciation and the cost
14 the distribution system. In part, these 14 of capital associated with these capital
15 expenditures will avoid deterioration of 15 expenditures. Those are ongoing costs.
16 reliability. 16 The point isthat conceptually there's
17 Maintaining reliability at afixed level 17 something we could call a productivity benefit
18 does not provide aproductivity gain. It's 18 to cost ratio that needsto be greater than
19 like running on a treadmill, just staying 19 1.0in order for the Company’s productivity
20 even. It avoids increasesin maintenance 20 initiatives to be generating a net benefit to
21 costs or declining productivity, but that is 21 customers. We know what the numerator is, or
22 not the cost of a saving. It'sjust a cost of 22 wehaveanidea. The benefits are something
23 staying even. However, tothe extent that 23 in the range of 531 to 747 for 2008.
24 these expenditures improve reliability, they 24 Unfortunately, we do not have afigure for the
25 will resultin reduced future maintenance 25 denominator, ie. the costs.
Page 15 Page 16
1 Q. SoMr. Todd, you cannot determine whether or 1 constant level would have been fairly constant
2 not the 2008 costs attributable to 2 over the past years and into 2008. Exhibit 2,
3 productivity improvements, whether they be 3 1st Revision.
4 past, present or future, are more than or less 4 . | think Chrisistrying to bring that up now.
5 than the 531 to 727,000 dollar estimate of 5 . I think it’s being brought up. Shows the sum
6 productivity benefitsin 2008? 6 of labour and other operating costs for each
7 A.No, my evidence does not speak to that point. 7 year from 2002 to 2008 on line 28, soif you
8 Q. What doesthe evidence of Newfoundland Power | 8 move down a couple morelines. So it'sthe
9 tell you about the productivity benefit to 9 line that says subtotal. | note that in the
10 cost ratio in 2008, relative to prior years? 10 last test year, which is 2004, these costs
11 A. Okay, now that we've covered what we don’t 11 totalled 49,102. Those are thousands of
12 know, let’s cover what we do know. First, Mr. 12 dollars, of course. And for 2007, the current
13 Delaney indicated on Thursday that 13 year, the forecast coststotal 49,099. That
14 Newfoundland Power has not eased off onits 14 differenceis $3,000, essentially no change.
15 efforts to achieve productivity gains. This 15 So over that period, 2004 to 2007, the total
16 suggeststo methat the default assumption 16 of those operating costs, that’s labour and
17 that we must make on productivity related 17 non-labour, has been essentially flat. That
18 costs must be that they are at about the same 18 implies that Newfoundland Power’ s productivity
19 level in 2008 asthey werein prior years. 19 gainsduring this period were sufficient to
20 That'sthefirst point. 20 fully offset the upward cost pressures during
21 Second, Mr. Delaney also indicated that 21 those years. Asl’ve noted, the upward cost
22 the upward operating costs pressures, wage 22 pressures are fairly constant and continuing
23 increases and inflation, have been fairly 23 into 2008.
24 stable. Hence, the level of productivity 24 We note that in 2008, this number is
25 gainsneeded to hold operating costsat a 25 increasing, not by a huge amount, but it's
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1 MR. TODD: 1 | noted already, putting it adifferent way,
2 increasing, going from 49,099 to 49,383. 2 wedon’'t know from this whether or not the
3 We' velost the headings on the columns, but 3 ratio has fallen from above 1.0 to below 1.0.
4 2008 is the furthest column to the right. 4 All we can conclude is that this benefit cost
5 That isan increase of 284,000. This of 5 ratio has declined relativeto the last few
6 course isthe revision and reflects the update 6 years. If it had not, wewould be staying
7 which reduced insurance costs by $190,000. 7 flat in terms of thetotal operating costs,
8 So what do we know? Weknow that the 8 that subtotal line.
9 numerator or the benefit of the productivity 9 .Mr. Todd, would it be appropriate to
10 to benefit cost ratio referred to before has 10 characterize Newfoundland Power’s current
11 declined, declined relative to the past years. 11 regulatory regime as multi-year cost of
12 The cost driversare about the same. I'm 12 service?
13 doing thiskind of onaglobal rough level. 13 .Yes, | think that's correct. 1've been an
14 The cost drivers are about the same through 14 advocate for anumber of years saying that
15 this period into 2008. The productivity gains 15 when you look at performance based regulation,
16 have been sufficient to offset, at least on 16 at least in Canada, it is not really trueto
17 average over that period, but they’re not 17 the spirit of performance based regulation.
18 sufficient in 2008. 18 What we have are multi-year regimes which are
19 (9:30A.M.) 19 interestingly quite similar to what you
20 So what we do know isthat this benefit 20 defacto have with Newfoundland Power in this
21 to cost ratio, productivity benefit to cost 21 case.
22 ratio, has declined in 2008, relative to the 22 Newfoundland Power’s last GRA was for the
23 rest of the period since the last GRA. That’s 23 test years 2003 and 2004. Thetest year for
24 just a mathematical conclusion that comes from 24 the current GRA is2008. So the years 2004,
25 the observationsthat I’ ve presented. And as 25 '05 and '06 were not GRA test years.
Page 19 Page 20
1 Furthermore, Newfoundland Power hasrequested | 1 regulation or incentive regulation.
2 regulatory mechanisms to address energy supply 2 Now the key characteristicis that you
3 costs variancesin order to avoid this cost 3 got a multi-year period which creates an
4 driver, forcing GRAsin the coming years. The 4 opportunity and an incentive to achieve
5 regime has mechanisms which are specifically 5 productivity gains. One of the broadly
6 designed to allow the company to go severd 6 recognized concernswith these performance
7 years before another GRA. 7 based regulation regimes or any sort of multi-
8 Thisissue, theissuejust raised, was 8 year regime is that the incentive to
9 included in the Settlement Agreement. Now as 9 crystallize productivity gainsis very strong
10 | look at it, as a result, the current 10 early inthe period, but very weak later in
11 expectation is that the next GRA will not be 11 the period.
12 filed until 2010, with atest year of 2011. 12 Thepoint I'm tryingto makeis that
13 So again, that'll bein effect athree-year 13 every regulatory regime has its own
14 period before the next GRA. The end result is 14 incentives. Haveto look at what those
15 that Newfoundland Power’ sregulatory regimeis |15 incentives are. Whether or not its explicitly
16 similar tothe multi-year cost of service 16 incentive regulation. Companiesrespond to
17 regimesthat have been implemented in other 17 those incentives. In fact, managers and
18 jurisdictions, such as British Columbia, 18 executives have a duty and responsibility, as
19 Ontario and California. The key differenceis 19 well as an incentive, to generate higher ROE
20 that these other jurisdictions have an 20 for the shareholders. That'stheir job. It's
21 explicit formula for adjusting the revenue 21 the primary incentive in any regulatory regime
22 requirement or rates in the years between 22 is tofocus onthe efforts, tofocus the
23 GRAsS. With the addition of an Automatic 23 effortsof management on the opportunities
24 Revenue or Price Adjustment mechanism, these 24 that increase shareholders' return.
25 regimes become called performance-based 25 Within amulti-year cost of service
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1 MR. TODD: 1 Exhibit 3, 1st Revision, contains the net
2 regime, whether or notit's full PBR, the 2 present analysis of the 2006 Early Retirement
3 incentive is that productivity gains realized 3 Program, and on the right-hand side of that is
4 in the early years will have a greater benefit 4 the column that shows after-tax cash inflow or
5 for shareholders than the same productivity 5 the after-tax benefit which flows somewhere.
6 gainsredized later inthe cycle, and gains 6 Where does it flow? Until rates are rebased,
7 that are forecast and recognized in a test 7 it flows to the shareholder, with many other
8 year generateno benefit to shareholders, 8 puts and takes for the shareholder, but again,
9 because they’re captured fully in rates and 9 everything else put aside, thatis a net
10 float through to customers. Thereason is 10 benefit to shareholder in the years’ 05, ’ 06,
11 that the costs are rebased at each GRA. They 11 '07. When you move to 2008, the benefit shown
12 are not rebased in theintervening years. 12 is2,106,645. With rebasing, that benefit
13 Hence, a productivity gain that is 13 beginsto flow to the customer.
14 crystallized in thefirst year of the cycle, 14 If the ERP had been implemented in 2007
15 flowsto benefit shareholders in each year 15 instead of 2005, the benefit that would have
16 until it's rebased, that is until the next GRA 16 flowed to the shareholder would have been one
17 test year. 17 year’s benefit instead of three. Hence, the
18 An example helps to illustrate the point. 18 total shareholder benefit of initiative would
19 Newfoundland Power’ s Early Retirement Program, 19 have been much lower. It isrational and it's
20 ERP, was implemented in 2005. That wasthe 20 appropriate, given the duty of management to
21 first non-test year after the last GRA. Asa 21 the shareholder, to respond to the incentive
22 result, the net benefit of the ERP savings 22 embedded in the regulatory regime to
23 flowed to the shareholder in 2005, 2006, 2007, 23 crystallize benefits inaway that benefits
24 that net benefit, all other things being 24 shareholders. Again, that’ s their job.
25 equal. 25 The good news isthat a multi-year regime
Page 23 Page 24
1 provides a much stronger incentive, because 1 demonstrated poor performance of a utility"
2 you can cash in for several years, to achieve 2 and just below that, at lines 19 to 23, Mr.
3 productivity gains. That'swhy it'scalled 3 Kelly assertsthat "regulatory boards do not
4 incentive regulation. Much stronger than the 4 impose a productivity allowance in an attempt
5 incentive that exists when you have aregime 5 to capture in advance productivity gains that
6 that rebases, ie. as annual GRAS. There's 6 have not yet been achieved." Do you agree
7 very little pay off to the effort to achieve 7 with these statements?
8 productivity, and there’ s a very short period 8 .No, I do not. In my experience, the standard
9 for a payback on any investment that produces 9 design feature of regulatory regimes that have
10 shareholder earnings in achieving those 10 productivity incentives isthat thereis a
11 benefits. So the good news isyou have a 11 productivity allowance. The purpose of the
12 strong incentive. 12 productivity allowanceis to provide some
13 Thebad newsis that theincentive is 13 degree of sharing between the future
14 lumpy, rather than being strong in all years, 14 productivity gains, between the company and
15 and that'sjust afeature of these kinds of 15 its customers. Thisis not a penalty for poor
16 mechanisms. 16 performance. It issimply a mechanism that
17 Q. Mr. Todd, would you please turn up the 17 recognizes that there’ san incentive that’ll
18 transcript at page 35 from the opening address 18 give rise to productivity gains and some
19 to the Board at the start of the hearing? In 19 portion of those gains should go to customers
20 particular, I’'m referring to--1 think that was 20 in the short run, aswell asin the long run.
21 October 22nd, page 35, lines 14 to 17. 21 For example, price cap regimes, sure
22 A.Yes, it'sup on the screen now. 22 you're familiar with them, are often referred
23 Q.Okay. Mr. Todd, in that passage, my friend, 23 toascPl -X. Thecriisinflation. The
24 Mr. Kelly, asserts that "productivity 24 cost driver theX. It's a productivity
25 allowances are not imposed unlessthere is 25 factor, productivity offset. They are
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1 MR. TODD: 1 that target level, but thereis atarget level
2 designed with an explicit productivity factor 2 included in the mechanism. In fact, I’'m not
3 in them. The productivity factor by 3 aware of any incentive regimethat does not
4 definition represents productivity gains that 4 include aforward looking productivity factor
5 have not yet been achieved. It's a 5 that captures for customers future unrealized
6 productivity adjustment in each year of the 6 productivity gains, except in cases where the
7 mechanism, which are future yearswhen you 7 circumstances indicate that the expected
8 design the regime, that are being used to 8 productivity trend isanegative value, and
9 reduce rates, after adjusting them up for 9 that’s currently anissuein the gas side of
10 inflation, to provide a productivity benefit 10 incentive regulation in Ontario, for example.
11 to the customers of havingthe price cap 11 There’s some debate about whether there’'sa
12 regime in place. 12 negative productivity factor.
13 The CRTCprice cap regimeis a good 13 And notice that when we' re talking about
14 example of this approach. Similarly, the PBR 14 productivity gains here, it's looking at
15 regimes used by Bcuc since the mid 1990s have |15 global results so they’ re talking about a net
16 generally included a productivity improvement 16 of productivity gains and costs, because
17 factor or PIF. It's included in the formula 17 they're not quantifying the benefits
18 that's used to update costs and revenue 18 specificaly on their own. They’ re looking at
19 requirements each year within the term of the 19 the bottom line net changesin costs and
20 PBR. Again, the PIFwas designed to flow to 20 sharing the net productivity gains.
21 customers the benefit of the target level of 21 Finally, itis common for regulators
22 productivity gains, although they have not yet 22 under pure cost of serviceregimes to prove
23 been achieved. The company then keepsor, in 23 levels of operating costs for atest year that
24 fact in their regime, the BCUC regimes, shares 24 islessthan the utility’ s forecast. Doing in
25 any productivity improvement above and beyond |25 effect what we see the executive of thisfirm
Page 27 Page 28
1 doing, taking initial forecasts and adjusting 1 Q. Good. A lot of the discussion that you just
2 it downward to provide for some productivity 2 had with Mr. Johnson focused on price cap
3 gains. | donot think that the company’s, 3 regulation and PBR mechanisms, and | think we
4 their suffering cost disallowances, would 4 canall agreethose arenot the regulatory
5 accept the suggestion that the disallowanceis 5 mechanisms that are in place in this
6 apenalty for demonstrated poor performance. 6 jurisdiction. Agreed?
7 Rather, it reflects a differencein views 7 (945AM.)
8 between the company and the regulator asto 8 A.Whatl've saidis that there isa defacto
9 the level of coststhat are sufficient for the 9 multi-year regime which has very similar
10 company to serve its customerswell. In 10 characteristics, in part, to other incentive
11 essence, these regulators are imposing a 11 regimes and have some of the--and because of
12 productivity allowance that is passed through 12 similar multi-year mechanism, they have
13 the customers through the productivity gains 13 similar incentives.
14 that have not yet been achieved because 14 Q. But they do not have price cap and they do not
15 they'refor afuture test year. 15 have PBR?
16 Q. Mr. Todd, doesthat conclude your evidence on 16 A.lagree
17 direct? 17 Q. Okay, and you talked about cost of service and
18 A.Yes, it does. 18 you pointed out that from time to time,
19 Q. Thank you, sir. 19 regulators on a cost of service regime will
20 CHAIRMAN: 20 disallow some costs?
21 Q. Thank you, Mr. Johnson. Good morning, Mr. 21 A. Correct.
22 Kelly. When you're ready please. 22 Q. Your closing comments. Now | take it that
23 KELLY, Q.C: 23 you're the individual who was retained by the
24 Q. Good morning, Mr. Todd. How are you? 24 Consumer Advocate to examinethe Company’s
25 A.Verywell. 25 operating costs for this GRA. I have that
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1 KELLY,Q.C: 1 the 1st Revision there, Chris, and if you flip

2 correct, that was the scope of your task? 2 over then to Exhibit 2, we have Newfoundland
3 A.No, it was not. | was looking at 3 Power’ s operating costs by breakdown.

4 productivity. | think if you look at--on the 4 A Correct.

5 productivity issue. There’'s two ways to 5 Q. Correct, and | takeit fromthe answer that

6 address the productivity or address the cost 6 you gavea minute ago that you were not

7 of service, if you want, operating costs. One 7 retained and did not perform aline-by-line

8 isto conduct aline-by-line review. The 8 analysis?

9 other is tolook atit globally. In some 9 A That'scorrect.
10 jurisdictions, it's referred to as the 10 Q. Okay, sothe Consumer Advocate, we've had
11 envelope approach. Isthe envelope of costs 11 about 500 RFIs in this case, and the Consumer
12 changing at an acceptable level? And that’s 12 Advocate has put forward to the Company about
13 assessed along the lines of what 1"ve looked 13 464 items, RFIS, many of them dealing with
14 at. Is the change overall reasonable? 14 everything from trucks to advertising. | take

15 Without looking at the detailed line-by-line 15 it you didn't review any of those RFI

16 costs, in fact many companies, including some 16 responses?

17 of my clients, like that approach because they 17 A.l did not go through every RFI response. That
18 want to avoid the micro-management of the 18 would havebeen a waste of the customers
19 regulator and intervenors picking away at 19 dollars, who ultimately pay for this. What |
20 their line-by-lineitems in their budget. 20 went through wasthe responses that were
21 They would rather talk about the global 21 relevant to the issues that | was addressing.
22 budget, and my approach was a global one. 22 Q.Andagain, you only looked then at the big
23 Q. Now, if I canjust have Chris put up Exhibit 1 23 level, at this productivity level?
24 for a second? Exhibit 1 has Newfoundland 24 A.l waslooking it at from the envelope level of
25 Power’ s operating costs by function. Put up 25 the global productivity, global cost trends.

Page 31 Page 32

1 Q. Right, and in acost of service jurisdiction, 1 | understood the crystallization process, and

2 the Board' s duty isto test the costs, but you 2 logically, how | understand it works in

3 didn’t do any line-by-line analysis? 3 companies, isthat you undertake changes,

4 A.ldid not conduct, nor does my evidence speak 4 innovationsin the company that reduce the

5 to line-by-line questioning of the costs. 5 need for labour. The mobile computing isan
6 Q.| appreciate that. Now one of the things that 6 example. Your work force becomes more
7 the Company’ s witnesses have testified about, 7 efficient. Y ou don't necessarily reduce your

8 Mr. Ludlow and then Mr. Delaney, is about the 8 work force right away, and in fact, you

9 demographic changes in the Company’s labour 9 normally reduce it by attrition. If your

10 force in the next number of years with 10 productivity gains run ahead of your

11 retirements, the need to add apprentices, 11 attrition, what you end up with is, in

12 trainees, etcetera. Were you here for that 12 essence, a little bit of slack in the work

13 evidence? 13 force. To get rid of that dlack, you bring in

14 A.Yes | was. 14 an ERPwhich -

15 Q. Anddo yourecall both Mr. Ludlow and Mr. 15 Q. Andthat’sthe purpose. That's-

16 Delaney explaining that in the future, there 16  A. - creates an opportunity to crystallize those

17 will not be the opportunity to have these big 17 gains, which have been accumulated over years,
18 early retirement programs that have existed in 18 and that’swhat | understand happened. You
19 the past? 19 cannot do that all the time. Y ou have to have
20 A.Yes, and you cannot have a continuous flow of 20 accumulated gains to take advantage of .

21 early retirement programs. What | heard the 21 Q.And you've heard the Company’s witnesses
22 evidence of Mr. Delaney indicated that the ERP 22 explain to the Board why that is not going to

23 was a crystallization of the benefits that--or 23 happen over the next number of years because
24 the opportunities that were created by a 24 of the need for training apprentices,

25 number of initiatives over the yearsthat, as 25 etcetera? Agreed, you heard the evidence?
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1 MR. TODD: 1 Delaney explain the fact that thereis afour
2 A.Yes, and that’s an ongoing--the changing 2 percent already negotiated union wage increase
3 demographicsisnot anew problem. It'san 3 coming and an estimate of three percent for
4 ongoing issue, yes. 4 other employees?
5 Q.Butit'sat thisstage--at thisstage, it'sa 5 A. Correct.
6 bit of a change in Newfoundland Power’'s 6 Q. Okay. Now wereyou here for Ms. Perry’s
7 demographic circumstances, and that’s the way 7 evidence?
8 the witness' testified about it, asthisisa 8 A.Yes.
9 problem that’ s now coming for the future. Are 9 Q. Anddidyou hear Ms. Perry explain that with
10 you disagreeing with that? 10 the 2.8 percent forecast increase in ROE that
11 A . Well, what | heard or what | understandis 11 the company’ s credit metrics will be still at
12 that demographic shifts take place one year at 12 or below the bottom of the Moody’ s range?
13 atime. People age oneyear at atime. 13 A.Yes,which of coursedoesn’'t speak to the
14 Q. Yes 14 level of operating costs.
15  A. Therefore thiswould not be asurprise. This 15 Q. Right, now -
16 is-you know, we’ ve seen the aging work force 16 A. A separate issue, yes.
17 in all companiesis something that’s evolving 17 Q.- you would agree with me that the Company has
18 and becoming increasingly critical. 18 an obligation, first of all, to earn its ROE
19 Q. And at Exhibit 2, the total |abour forecast is 19 for its shareholders.
20 28.7 million out of atotal operating cost of 20 A.I’vesaidin direct, that’s the obligation of
21 49.4 million approximately, about 58 percent 21 management is to pursue that, yes.
22 of operating costs, Mr. Todd, are labour 22 Q.But in fact, the Company has a bigger
23 costs. Take that, subject to check? 23 obligation, I’m going to suggest to you, to
24 A.Yes. 24 its customers to maintain its credit rating to
25 Q. Okay, and if you go to CA-NP-47, you heard Mr. 25 ensure least cost reliable service over the
Page 35 Page 36
1 long run. 1 would mean having to lay off apprentices,
2 A.Yes, and inpart that's achieved through 2 trainees, which iswhat customers need for the
3 productivity improvements, yes. 3 future. So I’'m wondering if you can help us,
4 Q. Andsoone of thethingsthat must occur in 4 since you didn’t do the line-by-line analysis,
5 2008 is that the Company must earn enough 5 which of those two alternatives the Company
6 revenue to earnits ROE because it must 6 would grasp if faced with that problem?
7 maintain its credit rating metrics which are 7  A.If wecan turn to CA-NP-361? Productivity and
8 aready at the bottom of therange. Now | 8 the global costs are a matter of judgment, and
9 know you haven't done line-by-line analysis, 9 every organization, asan organization asa
10 Mr. Todd, but let's just assume that the 10 whole, responds to the demands of the
11 evidence of the Company’ s witnesses, who have |11 executive. A regulated company also responds
12 come here and sworn under oath that the 12 tothe, cal it, demands of the regulator.
13 productivity allowances that they’ ve built in 13 That'sthe way the system works. What the
14 or the efficiency gains that they’ ve built in 14 Tablelin cA-Np-361 representsis that the
15 are their best estimate of what they can 15 bottom up view of the people within the
16 achieve, and in fact, that is what is 16 Company, and we've heard about the process
17 achieved. Make that assumption. That would 17 there, was that the dollarsrequired, just
18 mean then that next year, the Company, if 18 take labour asthe example, inthe initial
19 that's the best that they can get in 19 forecast was 29,251. As | understand the
20 efficiency gains, would have to cut something 20 process, the executive essentially said that’s
21 else. Would you--would it be your view that 21 not good enough, engaged in aprocess with
22 they should allow the ROEto fall, to the 22 staff and said let’s bring that down to
23 detriment of its shareholders and its credit 23 28,671. Let'sdo better, and they must be
24 rating, or would they start to lay off labour 24 commended for that.
25 to maintain that credit rating? Because that 25 Theregulator playsasimilar role asthe
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1 MR. TODD: 1 Q. And so the answer to the question which | just
2 executive and says either we are satisfied or 2 posed to you isyou did not do that analysis,
3 wethink that if you'regiven direction to 3 correct?
4 find alittle more productivity that you will 4 A.ldidnotdothat analysisand | feel it would
5 findit. The redlity of any company, and 5 be inappropriate for meto try to tell the
6 think of companies in the non-regulated 6 Company where they should cut costs.
7 sector, they look at their revenues, they look 7 Q. Good. Now, can I--I just want to turn then to
8 at the market environment, the managementteam | 8 onefinal point. ThisBoard hasin the past
9 saysthis iswhat we can spend, let’syour 9 adopted a policy of having the Company look
10 budget, live within it, do your jobswithin 10 for productivity gains, efficiency gains
11 it. Itisjudgment asto what the exact level 11 between rate hearings which will then benefit
12 of that budget should be and what is adequate. 12 customers at the next GRA. Areyou aware of
13 Q. Andyou haven't done any analysisthen to be 13 that policy?
14 able to demonstrate that there isaline-by- 14  A.I’'mnot sureif it'san explicit policy or a
15 line place where you can find savings beyond 15 defacto policy, but that is the implication of
16 what the Company has testified? 16 amulti-year regime. It creates an incentive
17 A lt ismy strong belief that it is 17 to do that, so that is a defacto policy and |
18 inappropriate for people outside of the 18 know the regulator has referred to that
19 Company to tell the Company whereto achieve |19 incentive. | believe the linkage though isto
20 the productivity gains. The Company are the 20 the creation of an ROE range which creates an
21 expertson their internal operations. They 21 opportunity for the Company to achieve a
22 should betold--given direction asto the 22 higher ROE and retain it, up to the maximum
23 level of productivity gains, but it should be 23 that’s allowed.
24 at the Company’ s discretion to determine where 24 Q. Andthe purpose, let's just get it on the
25 those productivity gains should come from. 25 screen, because you asked whether the Board
Page 39 Page 40
1 had said this explicitly or not. Chris, if we 1 Board has stated.
2 can put up P.U. 19 (2003) at page 76. 2 Q. And if you go back, sorry, a little bit
3 A Yes and | haveread that decision. 3 earlier in the paragraph, "it is an incentive
4 Q. You have, that'swhy | asked you, because your 4 device to encourage Newfoundland Power to seek
5 comment afew minutes ago was you weren't sure 5 efficiencies between rate hearings which can
6 whether they’ d made it explicitly or not, so 6 then be passed on to customers." Correct?
7 let’sjust get it. 7  A. Correct, and that’ s exactly what | said in my
8 A.ldid notread that as a-well, they made 8 direct evidence.
9 referencetoit. 9 Q. Okay. Now can | then just get you to turn
10 Q. Well, let’sread the relevant part. Y ou come 10 with me to ApcaA 91. Should have -
1 down, the paragraph towardsthe--just stop 11  A. There stwo attachments as well to that?
12 there, Chris, inthe middle, and we can--I 12 Q. No, itshould be--it's probably ca-NP-91.
13 won't read the whole paragraph, but I'll pick 13 Maybe it’ s backwards, because | think it came
14 it up about halfway down. "The Board does not 14 in--it should be CA-NP-91, Chris, if you can
15 agree with the Consumer Advocate that only NP 15 just--thereyou go, and you were asked to
16 has benefited from the expanded range set by 16 "please confirm that the operating efficiency
17 the Board in 1998. Ratepayers will derive the 17 achieved by Newfoundland Power from 2003 to
18 benefit for the efficiencies through lower 18 2006 provide benefitsto customersin 2008
19 costs and hence lower rates into the future. 19 Test Year," and the answer was confirmed, and
20 The Board believesit isimportant to maintain 20 | takeit that’s still your evidence?
21 therange asan incentive for Newfoundland 21 A.Yes, by definition any operating efficiencies
22 Power to continueto seek efficiencies and 22 achieved in the past will bereflected in the
23 productivity gainsin its operations." Okay? 23 rebased rates, the cost levelsin 2008.
24 A.lagree, whichis-that's concludedin the 24 (10:00 A.M.)
25 discussion. | agree entirely with what the 25 Q. Thank you, Mr. Todd. Those are al my
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1 questions. 1 quantity or amagnitude? | mean, how does
2 CHAIRMAN: 2 one--what’ s your comment on how one goes about
3 Q. Thank you, Mr. Kelly. 3 that, if it's not with some particular
4 MR. YOUNG: 4 consideration of the overall metrics, let
5 Q.| have no questions. Thank you, Mr. Chair. 5 alone the credit metrics of the Company?
6 CHAIRMAN: 6 A.Wdl, firstof al, | think that the metrics
7 Q. Noquestions. Good morning. 7 question is, or issueis ared herring here.
8 MS. NEWMAN: 8 We'renot talking about cutting--we're not
9 Q. Noquestions. 9 talking about cutting the allowed costs below
10 CHAIRMAN: 10 the actual costs. That’swhy we have a future
11 Q. Noquestions. Any redirect? 1 test year. What you're doing if you allow
12 MR. JOHNSON: 12 costs below the proposed level isyou are
13 Q. Noredirect. 13 adjusting the Company’s budget, and the
14 CHAIRMAN: 14 Company, in order to achieve it ROE, will be
15 Q. Questions? 15 required to find productivity gains to achieve
16 VICE-CHAIR WHALEN: 16 that target. So | do not accept that the
17 Q. No, no questions. Thank you, Mr. Todd. 17 consequence of an adjustment to the cost level
18 CHAIRMAN: 18 isthat the ROEwill not be achieved. The
19 Q. just have one quick question, Mr. Todd. In 19 consequenceisthey’ Il have to strive harder
20 terms of--1 mean, you indicated, | think, that 20 to find productivity gains. Anillustration
21 the productivity, the manner in which you've 21 of the processisthat in the very first PBR
22 addressed it has been ona global basis. 22 regime for West Kootenay Power, which isnow
23 Certainly it’s not been line by line. | mean, 23 Fortissc, the formula, the PR formula was
24 how does a Board like ourselves set a 24 based on actual, not forecast inflation, criBC
25 productivity allowance in relation to a 25 in that case. Theactua inflation rate
Page 43 Page 44
1 declined during the year compared to what had 1 direct the Company to achieve, for example,
2 been forecast. The Company came back in the 2 49/100 in operating costs.
3 first annual review and said, boy, did we have 3 Q Theexampleyou useisaPBR example, which
4 atough time. The inflation rate came down, 4 doesn't exist inthis jurisdiction as it
5 therefore, our target costs came down, 5 relates to the manner in which you regulate.
6 therefore we had to go out and find 6 In any event, | guess, you know, my pointis
7 productivity gains in order to achieve the 7 if we assume, we accept your premise on the
8 results that we achieved, ie, still have our 8 productivity allowance, | mean, how does a
9 costs below the target and have some net 9 board like ourselves go about setting that
10 benefit to share. In other words, during the 10 then, and that magnitude? | presume it would
11 year asthey saw their target costs, allowed 11 have to be explicit in terms of the amount?
12 costs, in effect, come down, they responded to 12 A.Yes, | mean, the Ontario Energy Board, for
13 that by finding productivity gains, finding 13 example, on anumber of occasions, has alowed
14 ways to reduce those costs. So theissueis 14 costs below the target level. If you go back
15 not will you affect the metrics, theissueis 15 seven or eight years, you would see orders
16 how much pressure are you prepared to put on 16 wherethey took a particular cost item and
17 the Company to find efficiencies to reduce its 17 said, we are reducing that cost. And that was
18 costsin the next year so that it can achieve 18 the typical practice ten yearsago, that it
19 its ROE, because management isfocused on 19 was, in effect, the regulator and intervenors
20 that. If you believe that it cannot prudently 20 would second guessthe company, would pick
21 achieve any gains, then you should not order 21 apart their budget and say we think thisitem
22 reduction in theallowed costs. If you 22 istoo high. And my personal feeling was, how
23 believe that the track record indicates that 23 do wereally know. In more recent years, and
24 they could hold costs level with past years, 24 | say more recent, sort of back probably five
25 then it would be within your jurisdiction to 25 yearsit’s more common that we see regulators
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1 MR. TODD: 1 VICE-CHAIR WHALEN:

2 giving global adjustmentsand they say, we 2 Q. |l understand that you're actualy, if I look

3 don’'t--we're not going to tell you whereto 3 at your evidence, you're actually proposing

4 cut, and infact, we don’t know theinside 4 that we fix the test year operating costs at

5 workings of your business well enough to tell 5 the forecast 2007 leve, isthat the way that

6 you exactly where to cut. But we think the 6 you're looking to get at that number?

7 change in your operating costsis higher than 7 .It's essentially saying that from 2004 to

8 necessary and therefore we are going to alow 8 2007, on average, thelinewas held flat. |

9 you thislevel of cost and not what you 9 also observed that the incentive to find
10 requested. It'ssimilar to a negotiation. 10 productivity gainsis greatest in the non-test
11 You know, inalot of regimesand here now 11 years, so it'sgreater in 2005and 6 and 7
12 there’sanegotiation process. And in some 12 thanin '08. So when| put together the
13 jurisdictions the negotiation process between 13 incentive that isin place with the historic
14 intervenors and the company is what level of 14 trend, acrude judgment you could say, |
15 costs will we accept. And it is anegotiation 15 suppose, isthat would it be unreasonable to
16 process and there isajudgment processand 16 expect the Company to hold the line on costs
17 it'samatter of how much of a squeeze there 17 for one more year.
18 will be. Personally | feel more comfortable 18 . Isthere some risk that the looking forward
19 when it comes out of a negotiation process, 19 and imposing, the utility might actually view
20 but in Newfoundland it's not set up to 20 it asa penalty for previous productivity
21 negotiate that aspect, you know, the operating 21 gains, that it might actualy, in the non-test
22 budget of the Company, so it doesn’t happen. 22 years, act as a disincentive to achieve
23 In other jurisdictions that number is 23 productivity? If you're, you know, if you're
24 negotiated too. 24 going to have in the non-test years efficiency
25 Q.| have no more questions. 25 gainsand thenin the forward-looking test

Page 47 Page 48

1 year and say, well you did really well for 1 you' d want to address what’s called the end-

2 those previousthree test years, so we're 2 of-term problem, which isthe absence of the

3 going to knock you down, you know, amillion 3 incentive as you cometo the next rate case.

4 dollars, whatever it is, becauseyou did so 4 And so, the questionis, | agree with your

5 well in the previous year? | mean, does that 5 dilemma, isthe solution to say, we will not

6 actually open up the opportunity for some risk 6 exercise our own judgment asa regulator to

7 that customers may not actually benefit on a 7 look for more productivity or isthe solution

8 go-forward basis? 8 to say, perhaps we should look at the bigger

9 A.You'rereferring to the incentive effect? 9 picture of how this incentive works, recognize
10 Q Um-hm. 10 we have amulti-year regime, dea with the
11 A.Whichis- 11 end-of-term process so that the Company is
12 Q. Or adisincentive, depending on your - 12 incented in every year to maximize its
13 A. Orthedisincentive. And personally | think 13 productivity gains, eveninthe year before
14 that what you have is incentive regime. 14 test year. Andin my view what you want in an
15 Multi-year isincentive regime. And the core 15 incentive regime is deal with the end of term
16 of the incentive of most Canadian PBR and 16 by having, in effect, a rolling mechanism so
17 incentive regulation regimes, two different 17 that the Company can always retain the
18 labels, the same thing, isthe multi-year 18 benefits of thisyear’s productivity for three
19 nature of it. All therest isbells and 19 or four years so that you' ve got that multi-
20 whistles. Multi year is what creates the 20 year payback, whichis necessary to have a
21 incentive. You have that. Y ou haven't worked 21 strong incentive. Would cutback in 2008 be a
22 through the framework around it because you 22 disincentive? The magjor disincentive are
23 haven't said, we haven't set aregime and 23 sharing mechanisms where--because whatever the
24 let’slook at those mechanisms. If you were 24 Company achievesin 2009 it will keep until
25 designing an explicit incentive mechanism, 25 2011, whatever you do in 2008. Y ou adjust the
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1 MR. TODD: 1 weekend.
2 starting point, right, but the--on the margin, 2 Q. Haveasdfe trip back. It's quarter after.
3 the change of--the shareholder will be better 3 Canwetake five minutesijust to--or do you
4 off by theamount of the productivity gain 4 need five minutes?
5 whatever the starting pointis. So in that 5 MR. JOHNSON:
6 sensethe incremental benefit, which isthe 6 Q. Yes, that would be appreciated.
7 incentive, is totally unchanged, unaffected by 7 CHAIRMAN:
8 the starting point except froma symbolic 8 Q. Yeah, | think it would be better for usto do
9 gesture aspect of saying, you know, end of 9 that. Thank you.
10 term, you know, the better you do, the harder 10 (10:13A.M.)
11 we're going to hit you. But that depends on 11 (RECESS)
12 what your message isin saying holding things 12 (10:23A.M.)
13 firm. You're saying be consistent in the test 13 CHAIRMAN:
14 year with your non-test years. 14 Q. Thank you. Anything, Ms. Newman, beforewe
15 Q. Thank you. 15 get going again?
16 CHAIRMAN: 16 MS. NEWMAN:
17 Q. Any questions on matters arising, Mr. Kelly? 17 Q. I'll just mention, thereisa document that
18 MR. JOHNSON: 18 you should have a copy of up there. | won't
19 Q. No, Mr. Chair. 19 label it now because | believe the Consumer
20 KELLY,Q.C.: 20 Advocate will speak toitand introduceit,
21 Q. No, Mr. Chairman. 21 but just tolet you know, to get out this
22 CHAIRMAN: 22 chart here, this comparison of customer
23 Q. Thanksvery much, Mr. Todd. 23 impacts. And we'll label it whenit's-
24 A. A pleasure to be back in Newfoundland on this 24 MR. JOHNSON:
25 gorgeous day. Hope you have a wonderful 25 Q. Well, Mr. Bowman will adopt it in a couple of
Page 51 Page 52
1 seconds time. 1 A. Thank you same.
2 CHAIRMAN: 2 MR. DOUGLAS BOWMAN (SWORN)
3 Q. Okay, fine. Thank you. By way of time, | 3 Q. Whenyou'reready, Mr. Johnson.
4 guess, I'd like to--1 know 11:00 is our normal 4 MR. JOHNSON:
5 break. Maybe the seven or eight minutes we 5 Q. Mr. Bowman, you havefiled pre-filed evidence
6 had then, people who require a jolt of 6 dated August 6th as well as supplemental pre-
7 caffeine might have had it. But anyway, we'll 7 filed evidence dated October 15th. Do you
8 seewherewe areat 11. It might be prudent 8 adopt this prefiled evidence as your
9 to go on for another 15 or 20 minutes. 9 testimony in the matter?
10 KELLY, Q.C.: 10 A.ldo.
11 Q. Certainly that would be fine, Mr. Chairman. 11 Q. Doyou have any changes to your supplemental
12 CHAIRMAN: 12 pre-filed evidence arising from revisionsto
13 Q. We might beinto cross then, Mr. Kelly, we'll 13 RFIsfiled after your evidence was submitted?
14 see where you are and how you feel about - 14 A.Yes. Gotopage 2, line26, insert "First
15 KELLY, Q.C.: 15 Revision" after "CA-NP-449."
16 Q. I'd be happy to continue. 16 KELLY, Q.C..
17 CHAIRMAN: 17 Q. Could you givethat again?
18 Q. Okay, that’sfine. Could you introduce your 18  A. My supplemental. Okay, | don’'t think we need
19 witness, Mr. - 19 to show it on the board. Y eah, just page 2,
20 MR. JOHNSON: 20 line 26 of my supplemental pre-filed evidence.
21  Q.Yes, on thestand, Mr. Chairman, is Mr. 21 After "CA-NP-449" just insert in brackets
22 Douglas Bowman. 22 "First Revision." And page 3, line 3, change
23 CHAIRMAN: 23 the number "9.586" to "9.030" and change the
24 Q. Mr. Bowman, welcomeback. Goodto seeyou |24 number "9.626" to "9.069".
25 again, Sir.
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1 CHAIRMAN: 1 of customers inthat range and then the
2 Q. Sorry, what’sthat first one again? | didn't 2 cumulative percentage of customers. And then
3 catch that. 3 the increase of the Basic Customer Chargeis
4 A. Change the number "9.586" to "9.030". And do 4 left the same, the increaseif the Basic
5 you want the second one? 5 Customer Charge isreduced by 50 cents per
6 Q.No, | havethat. 6 month, and then theincrease if the Basic
7 A.No. Okay, then, page 3, line4, changethe 7 Customer Charge isreduced by adollar per
8 number "9.666" to "9.108". And then on page 3 8 month.
9 you can delete footnote 1 whenyou include 9 MS. NEWMAN:
10 these updated numbers. 10 Q. Mr. Chairman, | proposethat wecall that
11 MR. JOHNSON: 11 Exhibit cpB No. 3.
12 Q. Mr. Bowman, in addition, the document that | 12 MR. JOHNSON:
13 spoke to just a second ago is before you and 13 Q. Mr. Bowman, would you kindly summarize the
14 everybody has a copy of it. Could you explain 14 issues that are covered in your supplemental
15 what thisis? 15 pre-filed evidence for the Board?
16 A.Yes. Thisjust combines the responsesto CA- 16 . Yeah, the supplemental pre-filed evidence
17 NP-197, first revision, and CA-NP-449, first 17 covers two topis that were not resolved in the
18 revision. Yesterday when Mr. Johnson was 18 Parties Settlement Agreement. The first
19 crossing Mr. Henderson, he had to flip between 19 relates to theneed to reduce the Basic
20 the RFIsand was required to do math on the 20 Customer Chargefor the Domestic customer
21 spot. And I’'m not quite as quick on my feet 21 class and the second relates to the need for
22 as Mr. Henderson is, so thishelps me avoid 22 the Board to direct that a distribution
23 doing that. Soit just showsthe range of 23 reliability and service standard be prepared
24 consumption. These are customer bill impacts. 24 with Newfoundland Power reporting performance
25 Soit’stherange of consumption, percentage 25 under the standard beginning in 2008.

Page 55 Page 56
1 Q.Canyou explaintothe Board why theBasic 1 substation. Okay, now like | said, in Mr.
2 Customer Charge for Domestic customers should | 2 Brockman’ s report he did that survey back in
3 be reduced? 3 2003 and found that thisis consistent with
4  A.Reducing the Basic Customer Charge improves 4 practice elsewhere in Canada, okay, that level
5 the efficiency of the price signa by 5 of customer chargeis consistent. Okay, and
6 increasing the energy charge to a value closer 6 if you look at Table 1 on my pre-filed
7 to margina costs. Okay, now the Basic 7 evidence, and | don’t think you haveto turn
8 Customer Charge can be reduced while 8 there, but a Basic Customer Charge of
9 maintaining consistency with regulatory 9 fourteen-sixty lies within the Canadian
10 practice elsewhere in Canada, okay. Now even 10 mainstream, so there'sawide range of Basic
11 if you reduce the charge by adollar per 11 Customer Charges and this one is somewherein
12 month, the Basic Customer Charge continuesto 12 the middle of that range.
13 recover the basic cost of supplying a 13 Q. And the Brockman paper is already identified,
14 customer, and that includes the cost of 14 Ms. Newman, | take it, and numbered?
15 metering, billing, customer information and 15 MS. NEWMAN:
16 service wire costs, okay. And it also--okay, 16 Q.Yes, itis.
17 now that might be considered a floor price. 17 MR. JOHNSON:
18 Now if youremember back, Mr. Brockman's |18 Q.Yeah. Why s itimportant toimprove the
19 report filed in 2003, he said that that 19 efficiency of the price signal?
20 represents afloor price used by many of the 20 A.Okay, inmy opinion the biggest challenge
21 Canadian utilities, okay. Now in addition to 21 facing the power sector here in this province
22 that, it makes the contribution to the costs 22 relatesto Holyrood generating station and
23 of thedistribution system, the customer- 23 that’ s based on the amount of attention its
24 related cost of the distribution system 24 given inthe government’s Energy Plan and
25 between the service wire and the distribution 25 also, as Mr. Ludlow stated during cross-
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1 MR BOWMAN: 1 margin costs leads to reduced energy
2 examination, it’s--when asked about what’ s the 2 consumption and asaresult less production
3 major consideration with regard to rates going 3 from Holyrood, thus reducing the average cost
4 forward, he mentioned the price of oil and 4 of power supply going forward on the Island-
5 Holyrood production. Now, theissue with 5 Interconnected System and the attendant
6 Holyrood is thatit's a centraly fired, 6 pollution associated with Holyrood. Okay, now
7 simple cycle, oil fired generating station and 7 in addition, increasing the energy charged to
8 it'svery expensiveto operate. Compounding 8 alevel closer to margin cost is consistent
9 that problemis thefact that itson the 9 with energy efficiency. Okay, as Mr. Delaney
10 margin pretty much every hour of the year, 10 stated, it's very important right now to be
11 pretty much 8,760 hours of theyear. That 11 engaged in energy conservation in this
12 means that energy consumed at the marginis 12 province, given where we are right now. Now
13 very expensive, about 10 cents per kilowatt 13 Mr. Henderson verified that increasing the
14 hour at the Domestic customer level. Now 14 energy charge tolevels closer to margina
15 further, Holyrood isa significant source of 15 costsimproves the efficiency of the price
16 pollution.  Besides the sulphur and 16 signal during Mr. Johnson’ s cross-examination.
17 particulate emissions landing in the immediate 17 Now, in fact, Newfoundland Power attemptsto
18 area surrounding the plant and the hardship 18 better reflect marginal costsinall of its
19 this causes local residents, Holyrood is a 19 rates, as pointed out by Mr. Henderson
20 major source of co2, a greenhouse gas 20 yesterday.
21 contributing to global warming. Now the 21 Q. Canthe Basic Customer Charge be reduced while
22 proposed Domestic energy charge islessthan 22 maintai ning acceptable customer impacts?
23 the marginal cost of energy, current. Now, 23 A.Okay, theeffect of reducing the customer
24 owing to elasticity of facts, increasing the 24 chargeis that you transfer costsfrom the
25 domestic energy chargeto levelscloser to 25 low-consumption customers to the high-
Page 59 Page 60
1 consumption customers. Now, if you look at 1 that which becomes close to five percent, it's
2 the handout | just discussed, and if you look 2 still about two percent lessthan the seven
3 at columns4 and 5, actualy, look at column 3 percent originally proposed by Newfoundland
4 4, you'll see that the--okay, column 4 and 8, 4 Power and it is comparable to or less than the
5 and then between 1500 and 2000 you’'ll see 5 increases proposed by Newfoundland Power for
6 that’ sthe crossover point, that's when the 6 segments of customersin the other customer
7 rate impact becomes higher if there's aone 7 classes. Okay. And | won’t go into detail on
8 dollar reduction, and the rate impact at that 8 that, but it's well documented. Specifically,
9 level is .1 percent higher than under the 9 rates 2.2, 2.3 and 2.4 have customers who do
10 proposed raise in the Basic Customer Charge. 10 experiencerate increases that are greater
1 Now that represents something in the order of 1 than one percent, but they’re one percent
12 67 and a half percent of the customers. Now 12 greater than the average increase for that
13 it'salittle less than that because it falls 13 classoverall.
14 somewhere in that range, but generaly 14 Q. Mr. Bowman, do you have any further comments
15 speaking the impact is comparable or less for 15 to make regarding Mr. Henderson's testimony
16 anyone consuming up to about 1500 kilowatt 16 yesterday?
17 hours per month, representing about 67 and a 17  A.Yes, | havetwo specific comments. The first
18 half percent of the customer class. Now if 18 relatesto the suggestion that rate design
19 you look at the maximum, you'll see that under 19 changes like this should be left to the Rate
20 aone dollar reduction, the maximum increase 20 Design Study and the second relatesto his
21 1S 4.93 percent, under the proposal it's 4.3 21 comment that customers may respondto the
22 percent. So the highest-consumption customers 22 entire bill contrary to economic theory.
23 see arate impact of about .6 percent greater 23 Okay.
24 than under the proposal. Now, say just to put 24 Now, with regard to thefirst, I'm not
25 that into perspective, the largest bill impact 25 proposing a change to the rate design. The

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

Page 57 - Page 60




October 26, 2007

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

Page 61 Page 62
1 MR. BOWMAN: 1 implemented for several yearsnow. Now this
2 rate design is exactly the same, it's still a 2 would be entirely inconsistent with the Energy
3 flat, single-block energy charge and a 3 Plan and Mr. Ludlow’ s testimony that the major
4 customer charge, that will stay the same. All 4 consideration with regard to ratesis the
5 we're talking about is the difference in 5 price of oil and Holyrood.
6 magnitude in these charges. And actually, in 6 Now with regard to Mr. Henderson's
7 every rate--in the rates for every one of the 7 suggestion that some customers may respond to
8 rate classes, because there's arate change, 8 the entire bill rather than margina price
9 the magnitude of the rates within the 9 signal, there’ s several issues here. | think
10 components, magnitude of the charges change, 10 | heard Mr. Henderson agreethat economic
11 they have to. If they don't change, that 11 theory isthat pricing marginal consumption at
12 meansthat you'releaving rates exactly the 12 marginal cost of supply will result in
13 same and Newfoundland Power won't get arate |13 efficient allocation of resources in the
14 increase, okay. So you have to make 14 economy. | think he said sometimes customers
15 adjustments to the magnitude. So theissue 15 don't react according to the efficiency of the
16 is, areyou making adjustments--if you're 16 pricesignal. Now thisisa basic premise,
17 going to make adjustments anyway, you might as |17 the efficient allocation of resourcesis a
18 well makethem in a way that results in 18 basic premise in every rate design training
19 improved efficiency, provided it doesn’t have 19 course I"ve ever been involved with or anyone
20 adverse customer impacts. 20 I’ve ever seen anyone else involved with. As
21 Now, if you forgo adecision to reduce 21 far as | know, this is, it'salways beena
22 the Basic Customer Charge until after the Rate 22 rate-design principle here, and | believe Mr.
23 Design Study, you'll forgo the opportunity to 23 Henderson reinforced that statement yesterday.
24 reduce production from Holyrood for at least 24 Now, the issue hereisthisjurisdiction
25 threeyears. Thosenew rateswouldn’t be 25 has never set rateson the basis that some
Page 63 Page 64
1 customers are not sophisticated enough to 1 costs, then the market responds accordingly
2 respond to amarginal pricesignal. If that's 2 and customers by default, responding to the
3 the case, should we set all our rates ona 3 marketplace, will consume the appropriate
4 single flat chargewith no price signal, 4 amounts of electricity.
5 because some customers maybein every class 5 Q.So, Mr. Bowman, what is your specific
6 aren’t sophisticated enough to respond? That 6 recommendation and what does the Board have to
7 makesno senseto me. Now, infact, many 7 consider in making its decision?
8 customers--the bottom line here, many 8 . Okay, my specific recommendation isthat Basic
9 customers are sophisticated enough to respond 9 Customer Chargefor the Domestic class be
10 tothe pricesignal. In any regard, even if 10 reduced by one dollar per month. The energy
11 they aren't, the market certainly is. For 11 charge would beincreased to recover the
12 example, a manufacturer of energy-efficient 12 remainder of the approved revenue allocation
13 light bulbs show on the package how much a 13 tothisclass. Okay, now this will improve
14 customer can save in electricity costs by 14 the efficiency of therate. It's consistent
15 purchasing the energy-efficiency light bulb, 15 with regulatory practice elsewhere in Canada
16 and that’sbased on rates. Likewise, an 16 and it'sconsistent with the government’s
17 appliance manufacturer shows how much a 17 Energy Plan and priorities, concerns expressed
18 customer can save over the lifetime of an 18 by Newfoundland Power. What the Board needs
19 appliance by buying his brand relative to the 19 to decideis if the benefits resulting from
20 average. Sothat savingsis based on the 20 the efficiency gains trump the customer
21 ratespaid by customers, it’s not based on 21 impacts and those customer impacts, |’'ve
22 whether a customer’s overall bill is going up 22 aready said, basically 67 percent of the
23 or down. Now this is why rates are so 23 customers are indifferent or will see rate
24 important to the province's Energy Efficiency 24 reductions rather than increases.
25 Initiative. If the rates reflect the marginal 25 Q. Mr. Bowman, moving on to your second topic,
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1 MR. JOHNSON: 1 electricity sold, weather adjustments,
2 can you explainjust what a Distribution 2 customer and employee statistics and service
3 Reliability and Service Standard is? 3 continuity.
4 . Okay, Distribution Reliability and Service 4 Now with regard to customer service, the
5 Standard establishes performance standards and 5 quarterly reports show customer satisfaction,
6 performance reporting and monitoring for 6 customer minutesof outage, SAIDI, SAIFI,
7 electric distribution and supply services 7 first call resolution, customer calls answered
8 provided by a distribution company. 8 within 40 seconds, trouble call response and
9 . How isthis different from what Newfoundland 9 injury frequency rate.
10 Power does now? 10 Now customer service performance is
11 . Currently Newfoundland Power files quarterly 11 compared to plan targets, which | understand
12 and annual reports with the Board. Now the 12 from Newfoundland Power witnesses are the
13 report submitted annually to the Board isthe 13 internal management metrics. Now the
14 Company’s Annual Report. Customer service 14 quarterly reports also include details
15 related information isat a very high level, 15 relating to service continuity on aregional
16 asit iswith most company annual reports, so 16 basis.
17 it'snot nearly as detailed a document asthe 17 So the basic difference, they’'re
18 quarterly reports are. 18 reporting more or less the same information,
19 Now the quarterly reports cover 19 the basic difference between the standard and
20 highlights, customer service, system 20 what Newfoundland Power is currently reporting
21 performance, financial matters, capital 21 relates to the development and justification
22 program, productivity, safety and environment 22 of the plan targets and accountability in the
23 and community aspects. There's also a number 23 event that the targets are not met. Okay, a
24 of appendices relating to financia 24 standard would replace NP's internal targets
25 dtatistics,  electricity  statistics, 25 with regulatory targets developed with input
Page 67 Page 68
1 from the Consumer Advocate and approval by the 1 okay, and that's similar to aPBR scheme.
2 Board. In addition, if NP missed a regulatory 2 Now, according to an Edison Electric Institute
3 target inthe standard, therewould be a 3 survey inthe Us,it’'sno longer considered
4 regulatory requirement that NP file with the 4 adequate to simply file reports with the
5 Board and action plan to address the problem. 5 regulator. Theindustry ismoving towards
6 The specific of what’s missing in the current 6 reliability and quality of service targets set
7 reporting regime are targetsthat have been 7 by the regulator. Now, further, it's stated
8 developed with input from the Consumer 8 by the Alberta Energy and Utilities Board that
9 Advocate whose first priority isto represent 9 news release filed with the Board titled "EUB
10 the interests of consumers versus targets that 10 to Implement Service Quality Plans for
1 have been developed wholly by the Company 1 Regulated Utility Provides." This is a
12 whose first priority is to represent the 12 quote, "The EUB has a mandate to insure that
13 interests of its shareholder. Now the targets 13 customers receiving gas or electricity under a
14 are established without specific--and approval 14 regulated rate tariff receive safe, adequate
15 of the Board. 15 and proper service at just and reasonable
16 . Why isit important that a Distribution and 16 rates. These service quality and reliability
17 Reliability Standard be devel oped? 17 plans are one way for the EUB to fulfil its
18 . Okay, Quality of Service Regulation is defined 18 mandate." | believe the Board in this
19 asregulatory regime with reliability and/or 19 province has a similar mandate.
20 quality of service targets set by the 20 . Mr. Bowman, what are the objectives of a
21 regulator. There may or may not be penalties 21 Distribution Reliability and Service Standard?
22 or rewards associated with the targets and 22 . Okay, the objectives, of course, would be
23 Rate of Return may be set by traditional Cost 23 developed by the Parties, but the objectives
24 of Service regulation, as it is in this 24 as | seethem, they include make transparent
25 province, or it may betied to performance, 25 performance relating to the provision of
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1 MR. BOWMAN: 1 you could address at thetime and avoid any
2 distribution and supply service; provide an 2 kind of pudency hearing as aresult of that.
3 audit trail for monitoring and analysing 3 Q Mr. Bowman, what does a Distribution
4 performance during and between general rate 4 Reliability and Service Standard generaly
5 applications. In thiscase it would help 5 cover?
6 determine if Newfoundland Power is meetingthe | 6 (10:45A.M.)
7 requirements under the Electric Power Control 7 A.Just bear with mea minute. Okay, basically
8 Act (1994) and more specificaly, if its 8 it covers threethings. There's generd
9 delivering power to its customers equitably 9 provisions, that’ s the purpose and framework
10 and at lowest possible cost consistent with 10 of the standard measurement and reporting
11 reliable service. It'salso to provide a 11 protocol and definitions.  Performance
12 basis for determining the need and prudence of 12 reporting and standards, and 1'll get into
13 reliability and service related expenditures 13 that in moredetail ina minute. And the
14 and it’sto promote regulatory efficiency by 14 third thing is the service guarantees.
15 enabling monitor of performance between 15 Customer service related, service quality
16 general rate applications, thus increasing the 16 related and administration of grantees, just
17 time between general rate applications and by 17 what form will the guarantees take.
18 identifying and resolving service problems 18 Now performance reporting and standards,
19 earlier and without the need for a public 19 many of those you've heard over the last
20 hearing. Theidea hereisto have a mechanism 20 couple of days, Newfoundland Power aready
21 in place that actually reduces regulation. 21 reports performance in many of these aress.
22 For example, if we had this in place now, we 22 In Vermont they have call answer performance
23 wouldn’t bein thishearing on this subject 23 measures. Now that’s the number of calls not
24 right now. Andinterms of prudence, if there 24 reaching acompany rep within 20 seconds,
25 was a prudence situation, this is something 25 number of attemptsto reach acompany rep.
Page 71 Page 72
1 Now you've heard afair amount of discussion 1 Like, there's metrics related to work
2 on Newfoundland Power’s 80/40, answer 80 2 performance, for example, and that metric is,
3 percent of the calls within 40 seconds. This 3 | think they have--they try to have new
4 isasimilar, ssimilar metric here. Now like 4 customers connected within three days of all
5 it waspointed out, they use 40 seconds, 5 the approvals going through. Like, that's
6 Vermont has 20 seconds, | think Alberta has 30 6 something you could track. And | do liketo
7 seconds, but basically they report on the 7 see work performance tracked. | think we've
8 basis of the equipment, the IT infrastructure 8 all probably sat inour homeswaiting for
9 that you have. 9 someone to show up who was supposed to deliver
10 Now there’' s also performance metricsin 10 something or, you know, not just make anew
11 terms of the number of calls abandoned, number 11 connection, but deliver furniture or
12 of outage callsnot answered and number of 12 something, when they don’t show up, it's very
13 callsthat receive abusy signal or message. 13 painful. Sothisissomething that | feel is
14 Now, Newfoundland Power inresponse toRFIS |14 important to customers.
15 from 451 onwards, they provide--I’ ve asked for 15 We ve also discussed to some extent the
16 this type of information. Sometimes they have 16 billing and metering performance. Thisisa
17 it. They have pretty good information on the 17 direct service provided by Newfoundland Power.
18 call answering, some of the other areas they 18 Customers, it's, you know, that's something
19 don't. But basically with those responses we 19 customers see ona regular basis. It's
20 got probably, 1'd say, about two thirds of 20 important to track performance in those areas.
21 what we need. And through the cross of Mr. 21 All these other areasdo track performance.
22 Delaney wefind that in the areas that are-- 22 Newfoundland Power tracks different thingsin
23 they might not have specific metrics today, 23 these areas. The response in those RFIswas a
24 they actually are tracking metrics that would 24 little weak on thebilling performance, but
25 be suitable. 25 through cross yesterday it looks to me again

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

Page 69 - Page 72




October 26, 2007

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

Page 73 Page 74
1 MR.BOWMAN: 1 group, okay, but they take into account
2 like they have metrics, it's just a matter of 2 current levels of satisfaction in Newfoundland
3 fitting them to what they’ re doing now. 3 Power’ s customers. As Mr. Delaney said on the
4 Next area is customer satisfaction. 4 stand there the other day, again, he said when
5 Well, they carry out customer satisfaction 5 they set their 80/40 standard, they looked at
6 surveys quarterly. 6 how their customers rated their performancein
7 Worker safety performance, they aready 7 that areaand it was, | think he said it was
8 do that, we have statistics for that. 8 typically 90 percent or better. They didn’t
9 Reliability performance, sAIDI, SAIF, 9 feel they had to improve performancein that
10 CAIDI, they certainly have that. And they 10 area because customers are satisfied with it.
1 also report worse performing--worse performing 1 Okay, so, okay. And the issue hereiswhile
12 feeders. And they do that now in their 12 it'simportant that services, that service to
13 quarterly reports, and we've got plenty of 13 Newfoundland Power’s customers be compatible
14 information on the record here, as well. 14 to thatin other jurisdictions, it's more
15 So that covers the reporting, performance 15 important that expenditures reflect the value
16 reporting and standards. 16 of Newfoundland Power’ s customers placein a
17 . Isthe-how would the benchmarks--how are the 17 particular aspect of service. Basically
18 benchmarks established? 18 current levels of SAIDI across the system are
19 . Yeah, well much the same as Newfoundland Power 19 four--if it’s four hours, and this happens to
20 establishes its internal targets today. 20 be double the peer group average, but
21 Benchmarks are based on specific needs of 21 customers are satisfied with the reliability
22 Newfoundland Power customers. They takeinto 22 of performance, there's redly little
23 account the experience of arelevant peer 23 justification to commit expenditures to
24 group. Newfoundland Power often compares 24 improve system sAIDI performance even though
25 their performance relativeto the CEA peer 25 its performance lags the industry average.
Page 75 Page 76
1 And that’ s something BC Hydro found. They’'re 1 testimony isthat he has three concerns. One
2 actually in thethird quartilein terms of 2 ishow todea with the difference between
3 reliability performance, but their customers 3 urban and reliability when setting standards.
4 are happy. So, what's the sense of spending 4 The second is cost, the standard could require
5 more money on reliability if your customer is 5 additional data and reporting, and capital for
6 aready happy with service? Now, that doesn’t 6 new information systems, and there would be
7 preclude doing other things that might have an 7 the cost and effort associated with developing
8 impact on reliability, like doing safety. If 8 the standard. And the third is reduce
9 you have to reconductor (sic.) because sag is, 9 management flexibility.
10 there' s too much sag and it becomes, you know, 10 Now, with regard to the first, you can
11 violates a safety standard, well, then you 11 address the urban/rural issue by setting
12 would have to upgrade that, you would haveto 12 targets for the overall system, saibl and
13 reconductor, raise the polesor something, 13 SAIFl. And that’s what they do in Vermont and
14 that might have an impact on reliability, it 14 Delaware. In Albertaand Ontario they don’t
15 might improve your reliability but you really 15 even require reporting and monitoring of
16 done that for safety. So it doesn’t preclude 16 reliability performance at the system level,
17 you from doing any of these things. What it 17 they don’t actually have targets, okay. Now,
18 precludes you from doing is if customers are 18 most jurisdictions reporting of worst
19 satisfied, you don’'t spend additional money 19 performing feedingsis also a requirement and
20 for the sole purpose of improving performance 20 as aresult the urban/rural difference in
21 inthat area. 21 reliability does not readly have to be
22 Q. Why is Newfoundland Power opposed to the 22 explicitly addressed. And | think Mr. Delaney
23 development and reporting under a standard, in 23 agreed to that on the stand yesterday.
24 your assessment? 24 Okay, now second, whether or not a
25 A.Okay. My understanding of Mr. Delaney’s 25 standard requires additional cost depends on
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1 MR. BOWMAN: 1 Now, Mr. Delaney statesthat he believes
2 itsdesign. Now, if the Partiesin this case, 2 that the current service and reliability
3 the cA, theBoard and Newfoundland Power 3 reporting meets the reasonable needs of the
4 believe that additional costs associated with 4 Board and other stakeholdersin the regulatory
5 standard are judtified, then the costs are 5 process. Okay, now that simply isn't true.
6 likely toincrease and Newfoundland Power 6 The Consumer Advocate hasnot had input into
7 would be allowed to recover those costs. So 7 the selection of targets so there’'s no
8 it'sbasically the same process undertaken 8 countering input to the standards developed
9 today, except it will incorporate input 9 solely by the Company with primary
10 directly fromthe pA and approved by the 10 responsibility to the shareholder. That's
11 Board. 11 again, | say the Company’s prime
12 Now third, astandard doesnot reduce 12 responsibility to the shareholder, you need
13 management flexibility to runthe business. 13 someone on the other side whose primary
14 Newfoundland Power can keep its internal 14 responsibility isto the consumers. And when
15 metrics and continue to apply engineering 15 you have both sides developing the standards,
16 judgment. The standard simply helpsto align 16 then you come out with areasonable outcome.
17 NP management with regulatory priorities 17 And, of course, with the Board reviewing that
18 approved by the Board, basically just hasthe 18 and review and approval, then presumably you
19 utility complying with Board orders. As | 19 have something that’s best for the system
20 aready stated, the AlbertaEuB states that 20 overal.
21 customers are entitled to receive safe, 21 Now finally, Mr. Delaney states that the
22 adequate and proper service at just and 22 adoption of a standard is not consistent with
23 reasonable rates. These service quality and 23 the recent focus on regulatory efficiency.
24 reliability plans are oneway of regulatory 24 And as|’'veaready said, | couldn’'t disagree
25 entity can fulfil its mandate. 25 with that more. If we had astandard, we
Page 79 Page 80
1 wouldn’t be in this hearing right now debating 1 Newfoundland Power will need to cut costsin
2 the merits and to a large extent Newfoundland 2 order to achieve its Rate of Return. Okay,
3 Power’ s customer service related performance. 3 now as aresult of cost-cutting efforts,
4 Now thefact that a standard isin place 4 customer service may deteriorate. Now in
5 enables the Board and the cato be more 5 order to guard against deterioration of
6 receptive to longer time frames between GRAS 6 service, a regulator needs to establish
7 because they’ Il have comfort in knowing that 7 benchmarks with reporting of performance
8 the NP customer service related performance 8 relative to the benchmarks, requiring the
9 will be monitored and reported relative to an 9 utility to file customer service related
10 external board-approved standard between GRAs. |10 performance relative to performance raises a
11 Okay, it makes it easier for usto agreeto 11 red flag to the Board when performance is
12 these regulatory mechanisms that allow the 12 deteriorating. Thisis particularly relevant
13 extension of the periods between GRAS. 13 when there are extended periods of time
14 . Mr. Bowman, why should customer service 14 between rate cases. You don’t want to leave
15 related performance be monitored between GRAS |15 performance deterioration until the next GRA
16 in that fashion, ie, relative to an external 16 in such cases.
17 Board approved standard? 17 . Mr. Bowman, how are you proposing that the
18 . Yeah, well, as Mr. Delaney says, Newfoundland 18 standard be developed?
19 Power isnot acost plus utility. They build 19 . I’'m proposing that it be ajoint effort lead
20 efficiency improvementsinto their revenue 20 by the Consumer Advacate, so the effort will
21 requirement totally about $530,000. Okay, now 21 belead by the Consumer Advocate and data
22 as he stated, he doesn’'t know at the moment 22 information review undertaken by Newfoundland
23 how they'll get these productivity 23 Power. Thereason | feel they should take the
24 improvements and he states the target is 24 lead is becausethe standard is customer
25 aggressive, okay. Now this means that 25 focused and it’ s desirable to get the customer
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1 MR. BOWMAN: 1 a decent draft within two weeks.
2 viewpoint incorporated from the beginning of 2 Q. Doesthat conclude your evidence on direct,
3 its development. In addition, Newfoundland 3 Mr. Bowman?
4 Power appears to be opposed to the standard, 4 A Yes, it does.
5 so it’s appropriate for the Consumer Advocate 5 CHAIRMAN:
6 totakethelead. Now, the Board would have 6 Q. Thank you, Mr. Johnson. When you' re ready on
7 full approval authority and participate in the 7 cross, Mr. Kelly, please?
8 process asit sees fitto facilitate the 8 KELLY, Q.C::
9 approval process. Now Hydro would, of course, 9 Q. I'm prepareto start, Mr. Chairman. Mr.
10 aso be aparticipant in the review and 10 Bowman, | got--I'm going to deal with the
11 approval process, although not in the actual 11 reliability issue first, so we'll start there.
12 design. 12 But before | get into the meat of it, there's
13 . Mr. Bowman, how soon could this be completed? |13 two pointsthat | need to get clarified. |
14 .1 believe | could prepare a proposed draft of 14 just listened to your evidence aswhat you
15 the standard for Newfoundland Power review 15 just had to say about one of the purposes for
16 within two weeks of receiving Newfoundland 16 it. Andif | followed you correctly, you were
17 Power’ sresponse to the datarequest. Now 17 concerned that in terms of trying to reach the
18 we've got much of the information, as| said, 18 Company’ s target of $531,000 that the Company
19 probably about two thirds of it, picked up 19 might engage in cost cutting measures that
20 some morethisweek. But | do believe if | 20 might impact reliability. Do | have that
21 was ableto sit down with Mr. Delaney for a 21 correct?
22 few hours, | could find out exactly what else 22 .No. | said it might impact customer service.
23 they’rereporting in these other areas, ask 23 . Might impact customer service, okay, same
24 him for historical performancein those areas 24 thing. But Mr. Todd -
25 and | think we could probably have this, have 25 . Well, actually, it’s not the same thing.
Page 83 Page 84
1 Q. Mr. Toddwas hereafew minutes ago arguing 1 difficulty followingthat train of logic.
2 that that should be increased, that we should 2 Now, the next thing | just wanted to be sure |
3 have even afurther productivity incentive. 3 understand before we get into the meat of this
4 I'ma little puzzled as to why we now need 4 relates to the fact that thisissue, thisis
5 standards to protect against what the Company 5 not the first time this issue has come before
6 says we think we can meet in terms of 6 theBoard. In fact, this came before the
7 efficiency gains, at the same time one of your 7 Board on Newfoundland Power’s 2007 Capital
8 other expertsis saying, well, we should have 8 Budget Application, correct?
9 afurther productivity allowance. Can you 9 A Whatissue?
10 square that circle for me? 10 (11:00 A.M.)
11 A.I'mnot sure what the differenceis. Like, he 11 Q. Theissue of reliability, how it should be
12 thinks the efficiency improvements should be 12 dealt with. Areyou familiar with that?
13 greater. I'm not commenting on whether it 13 A.No.
14 should be greater or lesser, I'm saying that 14 Q. Okay. Chris, canwe put up P.U. 30 (2006)?
15 Mr. Delaney saysit’s an aggressive target and 15 And just, Chris, could you go over to page 10?
16 that cost cutting will be necessary. |If 16 It actually begins on the bottom of page 9.
17 there's cost cutting necessary, it may have an 17 Just scroll back to the bottom of page 9 a
18 impact on customer service. 18 little bit first, Chris. It begins with a
19 Q. Soto takethat logic, then the more cost 19 discussion of the distribution reliability
20 cutting, the greater the need for the 20 initiative, Mr. Bowman.
21 standard? 21 A.Yes.
22 A.ldon't know if theneed for the standard 22 Q. Andthenif wecome over to page 10, Chris,
23 increases, but | think thereis aneed for the 23 scroll up there, abit more. There we go.
24 standard. 24 And the discussion begins at line 12. And the
25 Q.Okay. Because | must say, | had some 25 Board explainsin considerable detail how it
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1 KELLY, Q.C: 1 where we spent alot of time and effort into

2 goes about dealing with the reliability issue. 2 it and the kind of a starting point is, well,

3 Have you read this before? 3 okay, where arewe sofar intermsof the

4  A. Sorry, what does this relate to again? 4 regulatory decisionsin this jurisdiction.

5 Q. Thisrelatesto how the--whether there should 5 And thisdoesn’t ring any bellsto you?

6 be reliability and service standards and 6 A.It'snot ringing any bells right now. 1'd

7 whether one should get into this whole 7 haveto have alook at it.

8 process. Have you read this before? 8 Q. Let me takeyou down to paragraph 26 and--

9 A Whatisthis? 9 lines 26 and 27. The Board goeson to say,
10 Q. Go back to the cover page. It'sthe Board’s 10 "In addition” -

11 decision, P.U. 30 (2006) on Newfoundland 11 MR. JOHNSON:

12 Power’s 2007 Capital Budget Application. 12 Q. Mr. Chairman, I’'msorry, butit’sfine and

13 MR. JOHNSON: 13 dandy to put up something on the screen and

14 Q. Why don’t we print it off and giveit to him 14 say have you seen it before. | mean, | think

15 so he can seeit? 15 in fairness to the witness, if there’ s a paper

16 A.lcan't, | don't know. | don’t remember being 16 copy that he could--you know, that’s nearly--

17 aparticipant in that. Wherewas|1? | think 17 that is very toughto dofor amanon the

18 maybe - 18 stand, I'm afraid. It'snot fair.

19 KELLY, Q.C: 19 CHAIRMAN:

20 Q. Haveyou even, have you read the order? 20 Q. Will you be continuing to use this, Mr. Kelly?

21 A. From the Capital Budget? 21 KELLY, Q.C.

22 Q. Yeah, this order that we have here. 22 Q.| wasgoing to take the witnessto lines 26 to

23 A. Offhand | don’t know. |I'd have to take amore 23 32. But | just, frankly, assumed, Mr.

24 detailed look at it. I'm not sure. 24 Chairman, that, | mean, this whole hearing has

25 Q.Becauseit's kind of fundamental to, like, 25 been about reliability standards, that this
Page 87 Page 88

1 witnesswould be familiar with the Board's 1 CHAIRMAN:

2 order onit. 2 Q. Okay. Thank you. We'll reconvene at 11:30.

3 MS.NEWMAN: 3 (RECESS)

4 Q. Mr. Chairman, theclerk hasgone toget a 4 (11:30A.M.)

5 paper copy of this order now and we can 5 CHAIRMAN:

6 present that to the witness. 6 Q. Thank you. Mr. Kelly, doyou have any idea

7 KELLY, Q.C. 7 how much longer you might be?

8 Q.| have noproblem waiting for amoment or 8 KELLY, Q.C::

9 taking a short break now or how do you wish to 9 Q. I'mkind of shooting for about an hour and a
10 proceed? 10 half, Mr. Chairman. The questions are not
11 CHAIRMAN: 11 necessarily that long, it’s the answers.

12 Q. Well, perhaps what we could do, in fairnessto 12 CHAIRMAN:

13 the witness, if he hasn't seen this 13 Q. Fair enough. So areyou ready to proceed?
14 information before, is really totake our 14  A.Yes, | apologize, | have seen this document.
15 break now. Y ou know, it was scheduled for 11, 15 | don't normally participatein the Capital

16 inany event. We'vebeen at it since nine. 16 Budget Application, so | drew ablank onit
17 And so we'll do that until 11:30 and then come 17 there, but go ahead now.

18 back. Would that be satisfactory? 18 KELLY, Q.C.:

19 KELLY, Q.C. 19 Q. Okay, so, Mr. Bowman, you did, you are
20 Q. Certainly. 20 familiar with this document?

21 CHAIRMAN: 21 A.Yes.

22 Q. So he can have alittle bit of time to absorb 22 Q.And youdid participate with the Consumer
23 it. Mr. Johnson, isthat okay? 23 Advocate in the 2007 Capita Budget
24 MR. JOHNSON: 24 Application?

25 Q. That'sfine 25 A.Toanextent, yes.
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1 KELLY,Q.C: 1 A.Waell, certainly things have changed. Do you
2 Q. Okay. AndtheBoard, at page 10, lines12 2 want me to quantify?
3 through 24, sets forth the Board' s approach to 3 Q Wadl, no. Hasthere been any deterioration?
4 how they deal with these reliability issues, 4 In other words, the thrust of my questionis|
5 correct? And I'mnot going toreadit. | 5 couldn’t find anywherein the testimony that
6 takeit it's agreed? 6 you' re saying that things have gotten worse.
7 A Yes 7 And so I’'mtrying to understand, are we here
8 Q. Okay. And thenif you come down into the last 8 because something has changed, something has
9 paragraph, I'm going to take you down to line 9 gotten worse, or are we here because you want
10 29. The Board says, "Should the customer 10 to have another shot at explaining thisto the
11 satisfaction level fall to an unacceptable 11 Board?
12 level, steps can be taken to make improvements 12 A.No, we're here because | believe it's
13 or additional information on reliability, the 13 appropriate--in the industry there’sa move
14 expectations and the relationship to rates can 14 towards quality serviceregulation. And a
15 be sought. The Board is satisfied that 15 dominant theme inthis Application was the
16 additional work in thisarea is not required 16 extension of periods between rate
17 at thistime." And | wanted to start just by 17 applications. And it'smy belief thatit's
18 being, to try to understand this very simple 18 easier for the Consumer Advocate and the Board
19 point. | went through all of your testimony 19 to agree to these extended periods of time if
20 in detail, | went through all of the RFIS. | 20 thereisadistribution reliability standard.
21 couldn’t find anywhere any testimony or 21 Q. Sois theanswer tomy question then that
22 evidencethat the satisfaction levels have 22 nothing has changedin terms of customer
23 fallen. Isanything changed in the last year? 23 satisfaction, to the best of your knowledge,
24 A.Inregard to customer satisfaction? 24 or in terms of reliability?
25 Q. Customer satisfaction and reliability. 25  A. | think reliability is, | think Mr. Delaney
Page 91 Page 92
1 said reliability isthe best on record. 1 First, I think we agree from looking at the
2 Q. And customer satisfaction isfine? 2 material that I’ ve read from you is that these
3 A.Asnearas | can see, customer satisfaction 3 reliability standardslargely became about
4 looks - 4 because of deregulation and performance-based
5 Q. Sothisisnot like something has changed over 5 regulation. Do we agree on that much?
6 the last year? 6 A. I think the changesin the industry triggered
7 A.It'snot about something that’s changed with 7 more focuson the distribution aspects of
8 regard to reliability or customer 8 service.
9 satisfaction. 9 Q. Infact, if | take you to your Information No.
10 Q. Right. Andinterms of the length between 10 9, there’ sabit there on PBR history and I'll
11 rate hearings, nobody istargeting anything 11 just read it out to you. It says,
12 different than past practice? Last timewe 12 "Deregulation and PBR have transformed
13 were was 2003. 13 traditional Cost of Service rate making into
14 A. Yeah, and the time before that was’ 96. 14 Quality of Service regulation tied to
15 Q. Yeah. No, the time before that was ' 98. 15 penalties.”
16  A. For Newfoundland Power? 16 A.Yeah, | think that the trigger, like | say, |
17 Q. Yes. You cantakethat subject to check. | 17 think the changesin the industry caused the
18 don’t want to - 18 various participants to say we've got to look
19  A.ldon'tthink | was. | think that application 19 more closely at distribution. Now the
20 had to do with revenue requirement only. | 20 distribution aspect of service hasn’'t changed,
21 think thisis only the - 21 it's till fully regulated.
22 Q.| washerein’98 for the full-blown hearing, 22 Q. Now, deregulation, that essentially involvesa
23 so we'll--anyway, let’smove on. What | want 23 breakup of integrated utilities into
24 to focuson next isa little bit of the 24 generation, transmission and distribution?
25 history of how these standards come about. 25  A. No, that was more restructuring, | would
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1 MR. BOWMAN: 1 PBRthan that. They have Cost of Service
2 categorize it at. 2 regulation and they still call it PBR because
3 Q. Or restructuring. 3 of the penalties -
4  A. Thederegulation moreto do with introducing 4 Q. And with PBR there’s many different variations
5 competition in areas that you could actually 5 on the theme?
6 introduce competition. 6 A.There'sCost of Service regulationin PBR and
7 QI'll put- 7 there’'s many variationsin between.
8 A. Generation. 8 Q. Okay, now let’sturn next then to Information
9 Q.-thetwo of thosetogether. Soit’s breakup 9 No. 16, because | want to just have aquick
10 of the industry and introducing competition? 10 chat about the Canadian experience here. Do
11 A. Aswhat, what are you defining? 11 you have that? That’s the EUB pressrelease,
12 Q. Essentially asthe deregulation component. 12 December 19th, put in thismorning. And
13 A.Yes | thinkit'sfair tosay that that’s, 13 you'll seein thefirst paragraph that service
14 those changes in the industry drove the thing. 14 quality plans were being introduced. 1'll
15 Q. Right. And PBRiskind of achange inthe 15 take you down to the second paragraph. "That
16 regulatory structure so that the individual 16 the plans establish a process of receiving and
17 utilities then have incentives and profit 17 reviewing information that will beused to
18 sharing with customers? 18 confirm performance standards and that being
19 A.Waell, PBR, like Mr. Todd said, PBR kind of 19 created as a consequence of the implementation
20 extends the period between rate applications, 20 of the Alberta Government’s policy on the
21 okay. And withinthat Rate of Return is 21 restructuring of Alberta’s electric industry
22 subject to performance by the utility. Now, 22 and in response to complaints from customers,”
23 but there's many different--of course, the 23 etcetera.  So it came about because of
24 definition of thepPBR, you look at that 24 restructuring and complaints?
25 report, they have adifferent definition of 25 . Yeah, in this case, yeah.
Page 95 Page 96
1 Q. Okay. And the purpose of the plan iskind of 1 .Yes, but that's, like | say, that’s one of the
2 in the next paragraph. I’'m just going to skip 2 thingsyou do when you're restructuring the
3 to the last two lines. "The plan to establish 3 industry.
4 ameans by which the EUB can insure that the 4 .Right.  Which hasn't occurred yet in
5 quality of each regulated service provider's 5 Newfoundland? There' s no specific legislation
6 customers performance isbeing maintained.” 6 for service quality standards?
7 So itwas totry to maintain the service 7 . Not that I’m aware of.
8 levels, correct? 8 . No, okay. Now, then let’s have a quick look
9 A Yes 9 at Ontario, which s, let’s go to CA-NP-432.
10 Q. Andnext paragraph, they had asystem--they 10 Not the first revision, Chris, the attachment.
11 had at least one penalty included. And down 11 Just go to thefirst pagethere. And inthe
12 inthe second-last paragraph it was pointed 12 first paragraph it says, "PBR provides the
13 out, "TheEUB was given the authority to 13 electric distribution utilities with
14 create service quality standards under the new 14 incentives for economic efficiency gains to
15 Electric Utilities Act and the Gas Utilities 15 discourage utilities from sacrificing service
16 Act." Sothey actually had statutory changes 16 quality in pursuing these economic incentives.
17 brought in place in order to move to that type 17 Service quality performance measures are
18 of quality service plan? 18 included in the PBR plan.  Utilitieswill be
19 A.Yeah,| think, you know, they had changes 19 expected to monitor and report on all the
20 brought about to--they implement changes to 20 service quality indicators within the plan and
21 bring about the changesin the industry and 21 the performance of the individual electricity
22 thisis one of the consequences. 22 distribution utilitieswill be made publicly
23 Q. Butone of the thingsthat the legislation 23 available," etcetera So the purpose of
24 expressly did was to give the statutory 24 having those quality standards inthe PBR
25 authority to create service quality standards? 25 jurisdiction Ontario was to discourage under
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1 KELLY,Q.C.: 1 have minimum standards.
2 investment in the utility, by the utility, 2 Q. Minimum standards, that's my point, it's
3 correct? 3 minimum standards. Okay, now let’s turn next
4 A Yeah, | thinkit'sfair to say that’s one of 4 quickly to the United States. If we talk
5 the reasons, for sure. 5 first about Delaware, let'sgo to CA-NP-65.
6 Q. Right. And,in fact, if you go then, if we 6 And if you go over to, | think it'sthe next
7 just turn up CA-NP-432, the first revision, 7 page over there, Chris, page 2. And if you go
8 Ontario’s plan was redone in 2005 and then is 8 to about lines5 to 15? And that makesthe
9 further being reviewed again? 9 point, Mr. Bowman, at lines5 to 6, it began
10 A.Yes. 10 with certain outages. Lines 8 and 9, because
11 Q. And if we go over to page 140 of the 11 of industry restructuring. And then there's
12 attachment, Chris? Y ou just go to scroll down 12 the discussion there from the Delaware Public
13 there. You'll seethat--just go down alittle 13 Service Commission, and minimum standards were
14 bit further there, Chris. That these are 14 then created. That’s the source of it in the
15 minimum standards and intended to maintain the |15 United States, in Delaware?
16 performance on the system? 16  A.Inthe State of Delaware?
17 A. Sorry, where are you from on it? 17 Q. Right.
18 Q.| cantake you to--there’' s a number of places. 18 Al thinkit's fair to say that they were
19 It beginsat 140. You'refamiliar withthe 19 concerned, and thisisbased on discussions
20 plan, | think, are you? 20 with regulatory staff, they were concerned
21 A.Yes 21 that with restructuring that service levels
22 Q.And the purposeis minimum standards and 22 would deteriorate. And -
23 maintaining the reliability of the system? 23  Q.Right. And so it cameabout because of
24 A.Yeah, | think the purposeis to maintain 24 competitive markets and certain performance
25 minimum reliability of the systemand they 25 problems?
Page 99 Page 100
1 A.Well, the distribution business was not 1 approval in advance?
2 competitive. What they did was they put price 2 A.ldon'tthink they have--my understanding is
3 caps ona lot of utilities and they were 3 they don’t have a specific processfor that.
4 concerned they would cut costs down to the 4 Now, they said--it wasn't clear to me, but
5 point where they would - 5 they said they have these--they’ ve been having
6 Q. Fine, I'll accept that. Now, let’s go next to 6 regular applications and that’s kind of been
7 NP-CA-2. And in that particular question you 7 covering that for them.
8 were asked about the reporting requirementsin 8 Q. Yeah, but theregular applicationsare, as
9 Delaware and Vermont. If you go down to line 9 you' ve described them, rate applications every
10 16 inyour answer, | takeitin fairnessto 10 couple of years. There's no program in
11 you, because | just want to befair to you, 11 Vermont or Delaware that requires the utility
12 that you actually haven't conducted detailed 12 to come inin advance and get approval for
13 research into the reporting requirements of 13 what they're going to spend on capita
14 the utilitiesin Vermont or Delaware? 14 projects?
15 A. That'strue. 15 A.Onceagain, | didn't conduct that extensive
16 Q. That'scorrect? 16 research. It'smy understanding that they
17  A.Yes 17 don’t have that.
18 Q. Okay. Now, then come downto lines 22. 18 Q.Okay. Andl'll take that as sufficient
19 "Annual capital budget submissions are not a 19 answer. So now if I go down to line 38, you
20 requirement, but utilities in Vermont have 20 make the point that Vermont doesn't have
21 typically been submitting rate applications 21 retail competition, and at line 40, Delaware
22 every coupleof years owing to increasing 22 does have retail competition, correct?
23 purchase power costs." So Delaware and 23 A.Intheory, yeah.
24 Vermont, unlike Newfoundland, don’'t have a 24 Q.Okay. Now, then come down a little bit
25 process of having to get capital budget 25 further, at line 43, Green Mountain Power has

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

Page 97 - Page 100




October 26, 2007

Multi-Page™ NP Power’s 2008 Gener al Rate Application

Page 101
1 KELLY, Q.C:
2 now gota new regulatory framework called
3 aternative regulation, correct?
4 A Yes
5 Q. Andyou describe that over on the next page
6 through lines1 through 10. And without
7 spending timereading it all, it'saform of
8 PBR,isn't it?
9 A. Yeah, they don't consider it PBR and that’s

© 00 N o ok~ WODN P

Page 102
Q. Well, if you go back to your answer -
A. Yeah, what'sit say in there?
Q. You said annual capital budget submissions are
not a requirement.
A. Yeah, okay.
Q. For both of them. And| appreciate you
haven't done exhaustive research. Now, | want
to flip next to the Delaware standards. And
we'll find thosein Information No. 8. We

10 why they didn’'t call it PBR; that’swhy they 10 won't go at thesein any detail. But let me
11 call it alternative regulation instead. 11 just see if we can quickly turnyou over,
12 Q. But whenyou read the description a rose by 12 Chris, to page 13, Section 3.1? There we go.
13 any other name sounds like PBR? 13 And the requirement is that the EDC, which is
14 A.l would qualify it as an incentive regulatory 14 the distribution utility, "shall provide
15 mechanism. 15 electric reliability service that is
16 (11:45A.M)) 16 consistent with pre-restructuring service
17 Q. Okay, so if | can just summarize that, 17 levels." Sotheidea wasto maintain what
18 Delaware has competitive markets, Green 18 they had before they got into restructuring?
19 Mountain Power, which isVermont, hasaform 19 A.Yeah, they didn't want reliability dlipping
20 of PBR aternative regulation incentives, 20 following restructuring.
21 whatever you want to call it, and neither have 21 Q. Exactly my point. And then not to then spend
22 acapital budget process? 22 any more time going through too many sections,
23 A.Actudly, did I look a& Delaware? 1'm not 23 let me jump you down to Section--page 19,
24 sure if Delaware does or not, | don't 24 Section 1003. They have arequirement about
25 remember. Did | say anything about that? 25 the distribution feeders to identify two
Page 103 Page 104
1 percent or ten feeders, whichever ismore, and 1 Q. Okay. Now, let'sjust haveaquick look at
2 then these are the worse performing feeders, 2 our system here in Newfoundland. On the
3 ineffect. Andin thethirdline from the 3 capital side the Board has access to the salFi
4 bottom of that paragraph, "The EDC shall 4 and saIDI information, correct, it’s provided
5 insure that feeders, identified as having the 5 for -
6 poorest reliability, shall not appear in any 6 A.Oh,inthecapital program?
7 two consecutive performance reports without 7 Q. ljustwant-
8 initiated corrective action." So there’'san 8  A.Inthecapital budget.
9 obligation in Delaware to actually go out and 9 Q. -totak about capital first.
10 spend money to make sure you don’t get on the 10 A. Okay.
11 list twice, correct? 11 Q. Okay, we'll come to maintenance in a second.
12 A. Well, yeah, not necessarily capital, but they 12 But on the capital side the Board has access,
13 have to take action on it. 13 asthey said in their report, to the saiDI and
14 Q. Exactly right, not necessarily capital, could 14 SAIFI information?
15 be maintenance, but you got to do something, 15 A It'sinthe quarterly report.
16 you shall not be on the list twice? 16 Q.It's in thequarterly reports. And the
17 A. They haveto fileaplan, a corrective action 17 Company targets the worst performing feeders
18 plan. 18 each year, correct?
19 Q. SoDelawareisall about maintaining minimum 19  A. They identify the worse performing feeders.
20 service reliability? 20 Q. Right. And the onesthat the work isbeing
21 A.Yes 21 done on, the order of magnitude has been
22 Q. Okay. 22 several times above the Company averages and
23 A.Wadll, yeah, and | guessthere’s other services 23 the distribution reliability initiative?
24 in there, aswell, but reliability is one of 24 A.Yeah, | guessthat depends how you defineit.
25 them. 25 Like, it depends whether you' re defining on
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1 MR. BOWMAN: 1 Al believeso.
2 the basis of sAIDI, SAIFI, you know, number of 2 Q. Right. Unlike Vermont and Delaware?
3 customer outages. 3 A Wdllthinkit's-
4 Q. Which leads beautifully to my next question, 4 Q. Which doesn't have a process?
5 Mr. Bowman, perfect segue. What the Board has 5 A.Wadl, I think they have aprocess. They go
6 isthey have the ability then to look at all 6 through a general rate application, they get
7 of those pieces of data as opposed to any one 7 capital approved in that process.
8 individual piece, like asingle saIDI standard 8 Q. But not in advance of expenditure?
9 or asingle salFl standard? 9 A Wadl, yeah, they cango in inadvance of
10 A. Yeah, like all these standards, they report 10 expenditure in the rate application, they can
11 SAIDI, SAIFI, CAIDI and worse performing 11 say we want to spend this kind of capital and
12 feeders. 12 get approval at that time.
13 Q. Right. 13 Q. But that’s not arequirement?
14 A. Maybe, maybe not CAIDI, but. 14 A.ldon't know.
15 Q. And at the end of the day the Board can ook 15 Q. Okay, al right. Andtheidea of targeting
16 at what the results have been, I’m not going 16 the worse performing feeders, | take it you
17 to take you there, we'vehad it up on the 17 agree, isagood process?
18 screen a number of times, Graph 6 from the 18 A.lt'sagood processand | believe all those
19 operations evidence which shows the previous 19 standards have that type of application.
20 performance of those feeders in and the 20 Q.Infact, if we go over to NP-CA-6, just pop
21 current performance? 21 that one up for a second, we actually put that
22 A.That'strue. 22 question to you asan RFl. And your answer
23 Q. Right, okay. So and the--so we have an open, 23 was you believe this represents a reasonable
24 transparent process for approval and review of 24 approach to improving overall reliability, but
25 the capital budget process, correct? 25 like Newfoundland Power, you believe there are
Page 107 Page 108
1 other means available to improve overall 1 A. Not at thelineitems, no.
2 reliability performance that should not be 2 Q. Okay.
3 ignored such as maintenance practices and 3 A ButI'll take your--1 would expect there to be
4 operational deployment? 4 maintenance included in that, | suppose.
5 A.Yes. | take no exception with the approach to 5 Q. Wdl then, let’'s just ratchet it upto a
6 reliability. 6 higher level. In this General Rate
7 Q. Right. And that then takes us then to 7 Application the maintenance expenditures have
8 maintenance. And if we just flip up Exhibit 8 been reviewed. We ve had 464 RFis from the
9 1, thefirst revision? Maintenance goes under 9 Consumer Advocate on every issue, including
10 distribution expense? You'refamiliar with 10 mai ntenance expenditures. So the process for
11 that? 11 review of maintenance takes place in an open,
12 A.Didlribution maintenance goes under 12 transparent process?
13 distribution expense? 13 A. Agenera rate application is an open,
14 Q. No, the maintenance part of it is under 14 transparent process.
15 distribution, the heading, 6.6 million for 15 Q. Okay, so that’s our second process. The third
16 operations and maintenance on distribution? 16 process | want to take you to is every number
17 A. | don't--there might be maintenance associated 17 of years the Board conductsan engineering
18 with transmission substations, is that - 18 review of the system. You're familiar with
19 Q. Right, but interms of the distribution part 19 that?
20 of it, with undoubtedly bits under each one, 20 A.Could you repeat that?
21 but interms of the distribution reliability 21 Q. Every number of yearsthe Board will conduct
22 part if it it would be under distribution? 22 an engineering review of the system. In fact,
23 A. | suspect that’strue, but | haven’t looked in 23 we marked this morning as Information Item 17
24 detail at these line items. 24 and 18 thereportsfrom Butler in 1991 and
25 Q. Youhaven't looked in detail at it? 25 Brown in 1998.
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1 MR. BOWMAN: 1 all customers should receive some minimum
2 A Yes it's’91 and’98, | remember, yeah. 2 level of service reliability.
3 Q. And sothat’s an open and transparent process, 3 Q. Right. Andthen atlines24to 25 it says,
4 as well, isn't it, reportsare ultimately 4 "Mr. Bowman believes that there should be a
5 filed with the Board and avail able? 5 minimum performance indicator related to
6 A.Yes 6 individual feeders that if not met would
7 Q. Sothis Board has three open processes to deal 7 reguire an explanation of why the target has
8 with the capital, the operational and then the 8 not been met with proposed corrective
9 engineering review. We agree on that much? 9 measures." So one of the things you'd like to
10 A.Yes 10 see isminimum performance indicators for
11 Q. Okay. Now, the next place| wanted to turn 11 individual feeders?
12 was to have a look at how you saw these 12 A.Yeah, | believe that the Electric Power
13 standardsworking. Let me--we asked you a 13 Control Act (1994) impliesthat.
14 series of questions. I’m going to focus on 14 Q. Okay. Andyouthen suggestthat CeLID and
15 just acoupleto get the gist of it. Let me 15 CEMI might be thingsto look at. And | take
16 take you to NP-CA-8. Now this was a question 16 it you're now awarethat the capital assets
17 to try to find out how you saw this standard, 17 that would be necessary to do that, the
18 reliability standards, whether it would apply 18 Company doesn’t have?
19 tothe system asa wholeor theindividual 19 A .Wel, I'm awareof that applied to that
20 feeders, okay. And if I--I'll start by taking 20 specifically definition. On the other hand,
21 you to the, I’ll take you down to about lines 21 you can just apply it to the number of
22 17 and 18. You suggest that al customers 22 customers on the feeder.
23 should receive some minimum level of service 23 Q. Onthe?
24 reliability? 24  A. Onthefeeder, individual feeders. Like, the
25  A. | say that suggests--yeah, this suggests that 25 intent hereis that you want the utility
Page 111 Page 112
1 taking into account that there's varying 1 Q. "He believes that reliability should be
2 numbers of customerson each feeder. Like 2 reported on aregiona basis, aswell, and the
3 you'd rather them give priority to afeeder 3 worst performing feeders with reliability that
4 with 1000 customers on it than one with ten 4 falls short of a specified target."?
5 customerson it. Sothat’s thething I'm 5 A Yes
6 trying to - 6 Q. Andif we come down--I think I'll just leave
7 Q. Peopleinrural Newfoundland might not agree 7 that there. So, if | put those together,
8 with you on that, but. 8 you'd like aminimum target for feeders, a
9 A Wdl, and | gavethe example of myself. I'm 9 minimum system target. Would you also have a
10 in a populated area of Virginia, yet | 10 regional target or isthat just reporting?
11 experienced over 40 hours of interruptions 11 A.No, | would just have aminimum target for--
12 last year. 12 what | would like to see isaminimum target
13 Q. Okay. So, inNP-cAa-8you'd likeindividual 13 for, on afeeder level.
14 standards for feeders. Can | take you over to 14 Q. Right.
15 NP-CA-9? 15  A.Andthen for thesystem. And that’swhat,
16 A.No,what I'd likeisastandardto apply to 16 that’ s what Green Mount Power has.
17 individual feeders. 17 Q. Right.
18 Q. A standard for individual feeders? 18 A.Oh, actually, that's incorrect. Green
19 A Yeah 19 Mountain Power hasit for the system, but the-
20 Q.Okay. And | takeyou over to NP-CA-9, I'll 20 -on a feeder level, they're much like
21 takeyoutoline 11. Andyou say thereyou 21 Newfoundland Power, say, like, report the ten
22 prefer areliability target for the system as 22 worse performing feedersor the worse 15
23 awhole with reporting on an annual and multi- 23 percent are much the same.
24 year rolling average basis? 24 Q. Green Mountain doesn’'t have an individua
25  A.Yes. 25 feeder target?
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1 MR. BOWMAN: 1 Now as wesaw, al of those standardswere
2 A.No. 2 derived from PBR, competitive jurisdictions,
3 Q. No. 3 etcetera. And this question was posed to you
4 A.ldon't know of anybody who hasone. | said, 4 to try to understand how--what you would think
5 there' s--I'm interested in that because of the 5 in the, for example, the Green Mountain
6 Electric Power Control Act requirement. | 6 example, asto whether an expenditure, since
7 recognizeit’'sa difficult thing to come up 7 they’ve always met their targets, is an
8 with and probably something that won’t be come 8 expenditure going to mean they are imprudent
9 up with immediately. 9 or they’ re having good performance. Y ou began
10 Q. So, dl of that, though, minimum targets or 10 the answer at line 19 talking about
11 minimum standards, whatever words you want to |11 traditional Cost of Service regulation.
12 use, al addressthe under spending issue, 12 (1200 P.M.)
13 don't they? In other words, if yougot a 13 And you say, "Utilities are allowed to recover
14 minimum, it'sto make sureyou spend enough 14 prudently incurred costs plus areturn.” And
15 money to get the minimum? 15 then you go on to say, "Utilities can increase
16 A.ltasoimpliesthat you don't have to spend 16 profits by increasing spending, providing they
17 additional money getting better if you're over 17 can show the costs were prudently incurred.”
18 that target. 18 "This necessitates that certain checks and
19 Q. It implies that, but that's not set out 19 balancesbein placetoinsurea utility is
20 anywhere in the Delaware standard, for 20 not overspendingin an effort to increase
21 example, that we looked at? 21 profits." And then you go on at lines 25 and
22 A.lIt'sto guard against minimum, yeah, it'sto 22 following to say, "If Green Mountain were
23 guard against under investment, yes. 23 regulated under Cost of Service regulation, it
24 Q. Under investment, exactly my point. Now, that 24 would be necessary to establish that costs
25 takes me then to NP-CA-13. Let’s go there. 25 were prudently incurred." And so to
Page 115 Page 116
1 summarize, the purpose is to avoid 1 spending as opposed to overspending, are you
2 overspending? 2 not?
3 A . Wadl, no, there’ stwo purposes. Like, if you 3 A That'saconcern, yes.
4 have a standard that’ s four, for example, for 4 Q. Okay. Now, if you were to be concerned about
5 SAIDI, and the utility is well under that at 5 overspending, wouldn’t you need to track all
6 two, then, and if they embark on an aggressive 6 of the costs that are incurred?
7 improvement program for reliability, | would 7 A. | think we do that now, don’'t we?
8 say those costs are imprudently incurred. And 8 Q Wadl, let'sjust explorethat a little bit.
9 | think that’swhat | said in my answer. 9 If you're going to--we're talking about
10 Q. Infact, if you go downto line 34, you make 10 capital and maintenance. Areyou familiar
11 the continual observation, "Under performance- 11 with the Newfoundland Power Code of Accounts
12 based regulation, prices or revenues are 12 atal?
13 capped, providefinancial incentive for a 13 A.No.
14 utility to improve efficiency and reduce costs 14 Q. Yourenot. Soyou're not aware that they
15 to improve profit margins. If Green Mountain 15 track it by item of property, as opposed to
16 were regulated under performance-based 16 individual feeders, etcetera?
17 mechanism, there would not be the same 17 A.l guess|’'m familiar with the FERC system of
18 emphasis placed on establishing the prudence 18 accountsand | guess there’s probably some
19 of its reliability expenditures because it 19 similarities with that.
20 would be less ableto passthe costs through 20 Q.Letmegiveyouaredly smpleexample. If
21 to consumers owing to the price-revenue cap. 21 we send a linesman out to replace an eye bolt
22 Inthis case, theregulator would need to 22 on some pole, he doesn’t go around first of
23 determine if Green Mountain were spending 23 al spending the time and energy recording it
24 enough money on reliability." So when you're 24 in the system that tracks that that’s on that
25 in aPBR system, you'refocused on under 25 particular feeder, and so if we were going to
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1 KELLY, Q.C: 1 requirements.
2 haveto track every item of prudence, we would 2 Q. Okay. Just turn then to the next piece that |
3 need a system of accounts to track it all, and 3 want to pick up on thispoint. Let metake
4 then we'd have to get the linesman to enter 4 you over to CA-NP-463 and you might want to
5 al the necessary data. So you're not 5 turn up the paper one on this. Just goto
6 familiar with - 6 Attachment A, thefirst page. Now thisis
7  A. |l seewhat you're saying, but | guesswhat I’'m 7 hard to read on the screen, whichis why |
8 talking about are specific expenditures 8 gaveyou the opportunity to--they’re right
9 related to improving reliability on the 9 behind you if you needthem. Thiswas in
10 system. 10 response to a question from you to provide the
11 Q. Okay. 11 SAIDISon the entire system, right? And if
12 A.If you embark on aDRA type program, you are 12 you start at the very top one, and I’m not
13 tracking those costs. 13 going to go through 300 of these, let me quite
14 Q. Right, which takes meto the point that if you 14 clear on that.
15 limit it to DRI, to the Distribution 15  A. Thankful for that.
16 Reliability Initiative, the Board has all of 16 Q. The average on the feeder is 703 minutes.
17 that now. They havewhat you'regoing to 17 A. Where are we looking?
18 spend on it. They have what we spend on it. 18 Q. Topline GPD 01, and then come across about
19 They have what the previous performance was, 19 two-thirds of the way across, you see the
20 and they have the after performance. 20 average?
21 A.I’mnot sure what your point is there. 21 A.Yes.
22 Q. My point isthat to the extent that you’ ve got 22 Q. Andit's703.
23 DRI as the issue that we're focused on, the 23 A.Yes.
24 Board has all of that information now. 24 Q. If youwant it by hours, just divide by 60.
25  A.Yeah, I’'m not suggesting additional reporting 25 So that one, for example, is over ten, okay?
Page 119 Page 120
1 A Yes 1 Q. No.
2 Q. Andif you come down through the line, depends 2 A Just tell you which ones are the worse
3 how far you want to go down, you go down as 3 performing.
4 far asyou find 300 minutes, which would be 4 Q. Exactly. How would you know which onesyou
5 five hours, it would be 18 feeders. Don't 5 got to do work on?
6 need to do it precisely, just avisual view of 6 A.Now that's Newfoundland Power’sjob.
7 it. 7 Q. But don’'t what you need to do in order to know
8 A. Okay. 8 what you got to do work on isto know the
9 Q. Withme? 9 conditions of the assets. You got togo out in
10 A Yeah 10 thefield and look and see whether | got to
11 Q. Canyoutell mewhich of those feeders, from 11 dig up the transformer or | got brush
12 the saIDI number, needs capital or maintenance 12 encroaching or what?
13 work? 13 A.That'sright. That's Newfoundland Power’'s
14  A.No. 14 job.
15 Q. No, and why can’'t you? 15 Q. Exactly. Sothat you can’t manage the system
16 A.Well, because you need input onthe SAlFI, 16 by looking at statistics. You got to manage
17 SAIDI customer minutes. If you want to 17 the system in terms of capital expenditure by
18 determine the worse performing feeders, you 18 knowing the condition of the assets?
19 need to look at the overall reliability. 19 A. That'sright, and that’s why you develop these
20 Q.Butevenif | gaveyou the SAIDI, the SAIFI, 20 things with the utility. Can’t do it blindly.
21 and the customer minutes, would you till be 21 Q.Now | just wantto go very quickly to your
22 abletotell mewhich of those need capital 22 supplementary evidence, and take you over to
23 expenditures and which of those need 23 cDB No. 2. What you're proposing here, as|
24 maintenance? 24 understand it, is based upon the Green
25 A.No. 25 Mountain experience in the United Statesin
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1 KELLY, Q.C:
2 Vermont, correct?
3 A.No.
4 Q.No?
5 A.No.
6 Q. lread your material. It saysthisis based
7 off of Green Mountain. Have | missed
8 something?
9 A.lsadl included that astemplate. I’'m not
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Page 122
A. No, I'mjust saying do the samething you're
doing now, but develop the targets with input
from the Board and the Consumer Advocate.
Q. And you propose then that this process will
take some cost. Have you gotten any budgetary
approval from anybody to incur the cost?
A. No.
Q. No. Have you worked out what you think the
cost will be?

10 basing it on Green Mountain. 10 A.No.
11 Q. Okay, but as the working template that you put 11 Q. Okay.
12 forward, thisis the Green Mountain template, 12 A.You needto develop scopeof work first,
13 isn'tit? 13 before you do that.
14 A Yes 14 Q. Now page--let me take you over then next to
15 Q. Okay, | kind of minced wordsonit. Let me 15 page seven. Takeyou down to the bullet on
16 take you over to the attachment which you have 16 the end of the page. Perhapsthe piece you
17 as Exhibit cbB No. 2. Now | take you to page 17 got there isgood, Chris. Takeyou tothe
18 three, to--just scroll the other way there, 18 first bullet first. This iswhere you get
19 Chris. You say "the goal of the standard"-- 19 into the discussion of the individual feeder
20 that’ s fine--"is to move the Province towards 20 requirements.
21 aquality of serviceregulation format that 21 A.Yes.
22 better aligns management of the utility,” 22 Q. Soyou're proposing those with a CELID or CEMI
23 etcetera.  Soone of your objectives is 23 mechanism?
24 actually to effectively modify the regulatory 24 A.No, I’'m not proposing that.
25 regime. Correct, Mr. Bowman? 25 Q. Why would you--why do you say you're not
Page 123 Page 124
1 proposing it? 1 worse performing areas, and that section--1
2 A.lput thisin assomething that we should 2 won't read the first part, will identify the
3 explore. 3 ten worse performing circuits at the top and
4 Q. Okay, and then inthe next bullet down, you 4 then "dl circuitsthat have been identified
5 say "the Consumer Advocateis interested in 5 shall be monitored each year over a five-
6 development of service quality compensation 6 year'--back up. "Newfoundland Power shall
7 metrics. Reward for performance represents a 7 identify the ten worse performing circuits on
8 change in regulation than that practised 8 the system, identify the factors underlying
9 historically in Newfoundland and Labrador.” 9 the performance, and institute economically
10 So you're proposing, in essence, achangein 10 feasible measures to improve the reliability
11 the regulation? 11 of the circuits," and then they’ll go on to be
12 A.No. 12 monitored. So the requirement would be we
13 Q. No? Explain why your answer reads different 13 shall identify and institute economically
14 than how | read it on the page. 14 feasible measures to improve. Soin your
15  A. Reward for performance represents a changein 15 requirement, would we have to do ten per year
16 regulation from that currently practised. So 16 to make sure that they get improved?
17 I’m saying don’t do that. 17 A.Thisisnot my proposal. Thisis what Green
18 Q. Let metake you next to page--if we go further 18 Mountain does.
19 through the document, Chris, there's an 19 Q. Butit’snot what you're proposing?
20 Attachment A over on page 11. There we go, 20 A.l putthisout asastraw man. Likel said, |
21 and just scroll up alittle bit so we got the 21 want to devel op this with Newfoundland Power.
22 worse--no, the other way. There you go. 22 Q. Okay.
23 You've got proposals for system average 23 A.l don't think the supply isin Newfoundland--
24 interruption frequency, SAIFI, customer 24 many of these things, like | said in direct.
25 average interruption and duration, CAIDI, and 25 Q. And| went all the way through this looking to
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1 KELLY, Q.C:
see whether you had any specific proposal with
respect to the overspending issue and | didn’t
find anything in this Green Mountain one that
addressed this whole issue of are you spending
too much.

A. That’s because that wasn't their focus.

Q. Okay. Soif I can just, onthisreliability
bit, seeif | got thisright. This proposal

© 00 N O o~ WODN
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Newfoundland.

Q. And come back to where we started this
discussion an half an hour or more ago,
there' s no demonstrated complaints about the
existing system. In other words, the
existing--nobody is complaining about the
adequacy of the existing system. No customers
calingin.

A. Wéll, according to Mr. Ludlow, thereis, but |

10 that we're looking at here, thisis drawn from 10 don’t seeit in the customer service.
11 a different regulatory regime, Vermont, 11 (12215P.M.)
12 correct, which doesn’t have acapital budget 12 Q. Complaining about the system, the regulatory
13 approval process, correct? To fix aconcern 13 system.
14 over under spending, havel gotthat much 14 A. Oh, the regulatory system?
15 right? 15 Q. Customersaren’t complaining about it.
16 A.You'vegot that much right, but the pointis 16 A. Theregulatory system?
17 wrong. 17 Q. Yes.
18 Q. Okay. 18  A. Werethey asked that?
19 A.Thepoaint isthisis put up as aproposal. 19 Q. Youdon't have any complaints.
20 Thisis put up asa template and you develop 20 A.Oh, my complaintisthat thereis no input
21 it from there. Develop to suit the needs of 21 from someone whose sole primary responsibility
22 this province. Thiswhole issueis doesthe 22 isto represent the consumers. There's no
23 Board need something likethisto carry out 23 inputin that in thetargets. There's no
24 itsmandate? It'sas simpleasthat. You 24 Board review and approval of targets.
25 develop thisfor the regulatory regime herein 25 Q.But you're not aware of complaints from
Page 127 Page 128
1 customers over the mechanism? 1 you head off prudence issues.
2 A. Themethod of regulation? 2 Q. Andin fact, whenyou comeover the second
3 Q. Yes, the current method of regulation. 3 page, lines 5 through 13, I’ll just pick you
4  A.ldon't remember seeing any customers surveyed 4 up at about ten, your answer was the fact that
5 on that. 5 there has been no challenges to the plans, at
6 Q. Thereason | ask youthat question,| was 6 least publicly, implies that stakeholders are
7 really intrigued by your answer to NP-CA-3, 7 reasonably satisfied that reliability and
8 because NP-CA-3 was--wait until we get it on 8 service-related expenditures are prudently
9 the screen here. Y ou were asked to provide 9 incurred, resulting in fair and consistent
10 specific examples where the establishment of 10 treatment of customers. In other words, the
11 formal distribution reliability and service 11 fact that nobody challengesthe regulatory
12 standards has established that reliability and 12 mechanism publicly, customers, implies they
13 service-related expenditures are prudently 13 must be satisfied.
14 incurred? In other words, canyou giveus 14 A. | think because you have a coordinated effort,
15 some examples of where this actually worksto 15 likein Vermont, the Consumer Advocate was
16 achievethat objective? And the answer at 16 part of the development of standards and part
17 line 17 to 19 was "it is difficult to come up 17 of the ongoing review. When you have that
18 with specific examples of how these standards 18 type of cooperation amongst the stakeholders,
19 have established that reliability and service 19 you’ re probably going to head off those types
20 related expenditures are prudently incurred, 20 of problems.
21 resulting in fair and consistent treatment of 21 Q. Butcanl nottherefore suggest to you, Mr.
22 customers." 22 Bowman, that the fact that there have been no
23 A.Yes. 23 challenges publicly by customer complaints to
24 Q. Couldn’t come up with any? 24 the existing regulatory mechanism in this
25  A.Wadll, the reason is because the standards help 25 province indicates that customers are
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1 KELLY, QC.:

reasonably satisfied that their needs are
being met prudently with the existing free
open transparent regulatory mechanisms that
this Board currently has?

A. If you' re asking me as the consumer advocate,
I’d say the answer isno. I'm still concerned
that with these long periods between rate
applications, performance could deteriorate.
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of the basic customer charge, and | don’t know
that we're all that far apart in terms of the
principle, because the way you put it in your
evidence-in-chief, the question you posed for
the Board, | tried to get this down, right,
"do the benefitstrump the customer impact?'
Isthat the way you said it?

A.Yes.

Q. And so the question of does efficiency,

10 I’m concerned that there' s nobody representing 10 whatever the benefit out of that might be,
11 the customersin this process. 11 trump the impacts for the individual customers
12 Q. And the performance has not deteriorated, in 12 isthe issue the Board' s got to grapple with?
13 fact asin fact improved. 13 A Yes
14 A. That doesn't mean that it will forever. 14 Q. Okay. Now that largely entails an element of
15 Q. Okay. Soyour view, if | follow you, iswe 15 judgment, agreed?
16 should spend alot of money on information 16 A. TheBoard’ sin aposition whereit hasto make
17 systems to track something for a problem which 17 that decision.
18 we currently don’t have? 18 Q. That balancing?
19 A.No, there sno money spent on information 19 A.Yes
20 systems. Youwould only spend money on 20 Q. Between the rate effects and any potential
21 information systems if you decide that it's 21 efficiency gains?
22 worthy of it. Y ou go to the Board, the Board 22  A.Yes.
23 decides itsworth, same asyou do today. 23 Q. Now you can help us asan economist herea
24 There' s no difference. 24 little bit. Asa matter of economic theory,
25 Q. Okay. Now let meturn next to thisquestion 25 your point is marginal costing is more
Page 131 Page 132
1 efficient. | got that much right? 1 efficient price signal.
2 A.Yeah, my point is consistent with Mr. 2 A.Sorry, I’'m not following that.
3 Henderson’s point that if you price at 3 Q. Youwouldn't take, for example, cost items and
4 marginal cost, you improve the efficiency of 4 defer them for future recovery if you want the
5 the pricing. 5 most efficient rates.
6 Q. Andinorder to get margina cost pricing, the 6 A. Themarginal cost should reflect the current--
7 first thing you need is you'd want to get al 7 well, no, current--no, you're reflecting--
8 of the current costsinto the price so that 8 actually, | think we've agreed in wholesale
9 customers are bearing al of the current 9 power rate that we will reflect future costs.
10 expenditures? In other words - 10 What we'retrying to dois get ajudgment of
11 A.I’'mnot surel follow that. 11 what margina costsare inthe future. |
12 Q.- you want them to have theright price signal 12 don’'t understand your point. Y ou mean--are
13 so you wouldn’t leave elements of cost out. 13 you saying marginal costs should reflect
14 A.Youwould still recover the alocated revenue 14 today’scosts? I'mjust not following your
15 to that customer class. Youtry to reflect 15 question.
16 marginal cost, butinthe end, you haveto 16 Q. Letmetry it alittle more ssimply. We've had
17 recover the allocated revenue. 17 awholelot of discussion about how we should
18 Q. Right, but you'reastep ahead. You'reat 18 deal with accounting for various things.
19 point number two. 1'll get youto point 19 We' vetalked about--in the past, we' ve talked
20 number two in a second. 20 about employee benefits. We' ve talked about
21 A. Okay. 21 deferral reserves, etcetera, and if you wanted
22 Q. But the starting point iswe want to get all 22 customersto havethe most efficient price
23 the current costs infirst, asopposed to 23 signal, you' d want customers to be bearing the
24 deferring them out into the futureif you 24 burden of cost so they’d get the full price
25 really want customers to have the full 25 signal, not some watered down price signal.
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1 MR. BOWMAN: 1 Q. Okay, andyou'll agree withme that your
2 A.I'dwant them facing the marginal costs, for 2 proposal results in higher impacts on
3 economy efficiency. 3 customers at the--especialy all-electric
4 Q. Including al current costs? 4 customers, than does the Company’ s proposal ?
5 A.Wadl, it'sthe cost going forward. 5 A ltresultsin a-it transferscost from the
6 Q. Okay. | think we're saying the same thing, 6 low consumption customers to the high
7 and so alot - 7 consumption customers.
8 A.l'dbesurprised. 8 Q. Right,soif | wasan all-electric customer
9 Q. What? 9 thiswinter, and Mr. Henderson explained it at
10 A.I'dbe surprised because I’m not following you 10 2500 kilowatt hours amonth, I’'m going to
11 at al onthisone. 11 spend more onyour proposal than on the
12 Q. Okay. You want them to incur the full marginal 12 Company’s proposal this coming winter?
13 costs? 13 A.Yes. Sorry, what was the average consumption?
14 A If you want to send an efficient price signal, 14 Q. About 2500 kilowatt hours a month.
15 economy theory saysyou would price marginal 15 A.Yes
16 consumption at marginal cost. 16 Q. Becausethe turning point isabout 1200 to
17 Q. Right, okay, and one of the balances which 17 1500 kilowatt hours amonth, isn't it?
18 we've had inthis whole rate discussion is 18 A.Yes
19 about--and not simply on this domestic 19 Q. And so what the Board has got to grapple with
20 customer charge issue now but in the broader 20 iswell, how much rate stability do we want
21 context here is inter-generational equity 21 versus how much marginal cost pricing do we
22 versusrate stability now, and oneof the 22 want at this point in time?
23 factors has been aheavy biasin terms of rate 23 A.Wadll, they’re making the decision now, if
24 stability, correct? 24 that’ s what you mean.
25  A.Yes. 25 Q. Exactly, okay. Mr. Bowman, | think I'll leave
Page 135 Page 136
1 that right there, and | thank you for your 1 developed. Now theissueis do you--you know,
2 patience. All my questions, Mr. Chairman. 2 do you tweak these? | think we' ve already got
3 CHAIRMAN: 3 two-thirds of what we need, and | think we got
4 Q. Thank you, Mr. Kelly. Mr. Young? 4 more thisweek and | think, you know, if | was
5 MR. YOUNG: 5 ableto sit downwith Mr. Delaney, and you
6 Q.| have nothing further than that, no, thanks, 6 know, they were interested in developing
7 Mr. Chairman. 7 standards as well and could give me an idea of
8 CHAIRMAN: 8 what it isthey track internally, | think we
9 Q. Doyou have any, Ms. Newman? 9 could quite easily come up with things that
10 MS. NEWMAN: 10 cover those areas where they aren’t
11 Q. Yes, Mr. Chairman, | just want to explore one 11 specifically reporting what's inthe Green
12 area alittle bit further with Mr. Bowman, and 12 Mountain standard, but they could report what
13 that’ s to do with the cost associated with the 13 they are tracking.
14 proposed Distribution Reliability Service 14 Q. Okay.
15 Standard. 15 A.Sol don't seethisasamagjor effort, and the
16 A Yes 16 reporting would be basically the same as
17 Q.| think you've addressed it a couple of times 17 they’re doing today, it’ s just standards would
18 through cross-examination and direct, and as | 18 be developed on the basis of input from the
19 understand what you’'re saying isthat it's 19 Consumer Advocate and approval by the Board.
20 difficult to quantify the cost at this stage 20 Q.Okay. Sol guess there’'sseveral types of
21 intime? 21 coststhat are going to be associated with
22 A.Wadll, it depends on what your scope of work 22 this, the first being the development of the
23 is, but | don’'t seethisasa major effort. 23 standards?
24 Likel said, Newfoundland Power is--like we 24 A. Development of standards, yes.
25 would be using indicesthat they’ve aready 25 Q. And that may involve Consumer Advocate's
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1 MS.NEWMAN: 1 same process.
2 efforts, your efforts, the effortsof the 2 Q. Right, so in the implementation within
3 utility? 3 Newfoundland Power, to the extent that to
4 A Yes 4 track theinformation that's necessary is
5 Q. Andthenin the approval process of the Board, 5 different than what they’re collecting now,
6 | guess efforts of the Board? 6 there may be costs, and that’s a determination
7 A Yes 7 that the Board and the parties would consider?
8 Q. So once these standards are devel oped then, | 8 A.Yes.
9 guess, depending on what the standards are, 9 Q. Okay, and then | would take the third type of
10 there may be costs associated within 10 cost that would arise then from such a
11 Newfoundland Power to implement these 11 proposal would be the actual cost of
12 standards? 12 administering the system as we proceed, both
13 A.Onlyif theBoard andthe partiesto this 13 in terms of the utility’s costs and the
14 decide that there should be. 14 Board's costs?
15 Q. Right, so to theextent the standards are 15  A. Yeah, well only in the sense that Newfoundland
16 different than exist now. 16 Power is already submitting these reports,
17 A. Well, to the extent that the targets are more 17 their quarterly reports, so the only
18 aggressive and they would only be made more 18 differenceisthe target would be different.
19 aggressive if the partiesto this decided that 19 Thetarget may or may not be different.
20 it was worth pursuing, same asit is today. 20 Q. Okay.
21 Q. Yes. 21  A. Sol don't see any significant administration
22 A.There'sno differencetoday if Newfoundland 22 costs associated with that at al.
23 Power says | need a new customer information 23 Q. Okay, and you know, understand that you can’t
24 system so | can do abetter job on tracking 24 quantify these particular costs right now, but
25 customer service, then they’ Il go through the 25 | wonder if you could provide any information
Page 139 Page 140
1 asto what costswere associated with the 1 basis of addressing perhaps what the gaps
2 implementation of such a standard in other 2 might be, from what | understand you to say in
3 jurisdictions. Do you have any information as 3 this, you're not suggesting any additional
4 to what these costs, in terms of those types 4 reporting. | understand you to be saying that
5 of costs were in Delaware or Vermont? 5 many of the standards, metrics or what have
6 A.No, | know Vermont, they developed it during a 6 you that might be used to track reliability
7 rate case. 7 from your perspective, generally speaking,
8 Q. Okay. 8 appears to be there. It's justthat the
9 A.Solikewhenwewent through the negotiation 9 Consumer Advocate has not had any sort of
10 process here, that’s what they did. They went 10 input or the processis not set up for the
11 through and developed it at that time. 11 Consumer Advocate to have any input into that.
12 Q.Okay. Those are all my questions, Mr. 12 We don't really know what the costs associated
13 Chairman, thank you. 13 with implementing or developing and
14 CHAIRMAN: 14 implementing some of those standards would be
15 Q. Thank you, Ms. Newman. Any redirect? 15 and | understand that. Would there be--and
16 (12:30 P.M.) 16 you talked about, | guess, in particular the,
17 MR. JOHNSON: 17 you know, establishing targets and how
18 Q. Nothing arising. 18 aggressivethey might be. | mean, on the
19 CHAIRMAN: 19 basisof going forward, for example, assume
20 Q. Commissioner Whalen? 20 they’re developed, assumethey’'rein place,
21 VICE-CHAIR WHALEN: 21 how do they get operationized on an ongoing
22 Q.No, | haveno questions, thank you. Thank 22 basis then? Is it some continuing involvement
23 you, Mr. Bowman. 23 by the Consumer Advaocate in that process? Is
24 CHAIRMAN: 24 it--and the Board--1 guess | have some
25 Q. No, | have no--I was going to proceed on the 25 difficulty, we were chatting with Mr. Todd
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1 CHAIRMAN: 1 an action plan. AsMr. Ludlow said the other

2 thismorning and hesaid, well, you know, 2 day, he saidif they find they continually

3 these would be global standards, it would be 3 miss their performance targets, then they

4 very difficult to get involved on aline-by- 4 would do an action plan. So the same process

5 line basis, certainly you wouldn’t want to do 5 would be involved basically, the difference is

6 that because that’ s really micro-managing the 6 that there would be aregulatory requirement

7 utility, so I’'m trying to understand, | guess, 7 to do soin thiscase.

8 beyond the concept and beyond the sitting down 8 Q.So would the proposa that you're--the

9 and developing these standards, how then do 9 Consumer Advocate is putting forward here,
10 they go forward and proceed and how do targets |10 engage the specific, not only the standards
11 set and that sort of thing, and how does that 11 such as SAIFI or SAIDI, but the devel opment of
12 al operationalize and materialize? 12 precise quantitative measuresin respect of
13 A.Well onceyou develop astandard itself and 13 those standards? Is that what is being
14 once ayear or | guess Mr. Delaney said that’'s 14 suggested?
15 more efficient than any report quarterly. I'm 15  A. No, it'snot quantitative measures, no, sorry,
16 not a big fan of quarterly reportson the 16 | understand what you're saying now. No,
17 reliability indices because we got 99.95 17 there would just be these targets, like same
18 percent continuity of service. The quarterly 18 asin Green Mountain, they have their targets
19 report really doesn’t tell me much, but once a 19 and in Green Mountain if you miss atarget by
20 year the performance would be published next 20 more than ten percent, then you're required to
21 to that or aquarterly next to that standard 21 filea plan. Now that plan, you know, the
22 and same as they do today. Now, if they don’t 22 utility isgiven achanceto defend itself.
23 meet that standard, then they would have to do 23 It says, well, you know thisis aone-time
24 something according to whatever the reporting 24 thing because of abad storm or whatever and
25 requirements were, like they may havetofile 25 wedon't feel thereisany need to submit a

Page 143 Page 144

1 corrective action plan at this stage. If we 1 A. Qualitative and quantitative target?

2 thought, you know, that next year again it 2 Q.Yes

3 misses it, then maybewe will haveto do 3 A.Yes well they may or may not be, like on

4 something. Like, it just requires some action 4 reliability may decide you don't want a

5 on the part of the utility that raisesared 5 standard. May decidewe’ll just monitor it,

6 flag for the Regulator to know that something 6 same asthey dotoday. LikeOntario and

7 has gone wrong here. So instead of looking at 7 Albertajust monitor the reliability and then

8 these quarterly reports and looking at them 8 they affirm targetsfor thingslike metering

9 against the utility internal target, you're 9 and billing and customer satisfaction. So
10 looking at them against more of aregulatory 10 that’ s what we would need to do is agree what
11 target, the customer input to that, and it's 11 has afirm target and what just gets monitored
12 just amore useful indicator for the Board in 12 and you may default to something--like | put
13 deciding whether or not something should be 13 Green Mountain forward as atemplate, but I'm
14 done. 14 open to other suggestions if somebody wantsto
15 Q. Hencemy question, | guess, you know, are 15 suggest we should use Albertainstead, I'm
16 these targets derived in by the Regulator in 16 finewith that. | just put something on the
17 concert with the utility, in concert with the 17 table. There’'s no recommendation at this
18 Consumer Advocate on amost a tripartite 18 stage, I'm just trying to get the thing going.
19 basis, is that what - 19 Q.| don't have any more questions, Mr. Bowman.
20  A.Well my intent would be for Newfoundland Power 20 Thank you.
21 and Consumer Advocateto develop the target 21 VICE-CHAIR WHALEN:
22 and then submit it to the Board for approval. 22 Q. lIsthe only consumer interface then through
23 If we agreeon atarget, thenthe Board's 23 the Consumer Advocate, | mean, do you see this
24 review would be relatively minor. 24 being sort of public--published public
25 Q. Qualitative and quantitative? 25 information or how does--you say there’ s no
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1 VICE-CHAIR WHALEN: 1 to get customer feed back from Newfoundland
2 representation from the consumers, | mean 2 Power and from those surveysand then just
3 right now the Consumer Advocate represents 3 trying to use some judgment. How the Consumer
4 consumers by virtue of the each individual 4 Advocate knows what's going on elsewhere and
5 rate case. They don’'t have a standing office 5 makes a point that if things are improving in
6 of the Consumer Advocate as alot of other 6 another area, the point would be to ask
7 jurisdictions have, that arefully staffed 7 Newfoundland Power what it would take to
8 and, you know, have thissort of ongoing 8 improve servicein that area here aswell. If
9 interface with the utility customers and the 9 it requires acapital expenditure, then you
10 same thing happens ininsurancein a lot of 10 say well isthat worth it? Would consumers be
11 jurisdictions. How do you see that happening 11 willing to pay for that capital expenditure
12 differently than what happens now, you know? 12 for the improvement in service or not? And if
13 A. Yeah, well | think that consumer, like | say, 13 the Consumer Advocate and Newfoundland Power
14 these--onceyou develop astandard and it’s 14 could decide well it is, then presumably you
15 going on and on, there redlly isn't any need 15 would put something up to the Board to suggest
16 for the Consumer Advocateto beinvolvedonan |16 that this should be done and they should have
17 ongoing basis. Now if something happens, 17 approval for that expenditure. Now, it would
18 something gets triggered, then you' d probably 18 still be subject to Board approval, of course,
19 want to have the Consumer Advocate involved 19 but that could be done through the regular
20 and help resolve theissues. Now, asfar as 20 capital programs. So | don’t see any ongoing
21 input from the consumers, the Consumer 21 major effort involved with this. | said this
22 Advocate would represent the consumers, like 22 is just a way for the Board to monitor
23 you wouldn’t go out and canvass customers, 23 performance between General Rate Applications.
24 Newfoundland Power aready does that through |24 It just, asa Consumer Advocate, it gives me
25 their customer surveys. So the ideawould be 25 more comfort knowing that these targets have
Page 147 Page 148
1 some input from someone whose primary 1 your testimony and have a safe journey home.
2 responsibility is consumers, rather than 2 A. Thank you.
3 someone whose primary responsibility is to the 3 Q. That bringsthis part of the public hearing to
4 shareholder. And | take issue with 4 aconclusion.
5 Newfoundland Power, that’s what their job is, 5 KELLY, Q.C.:
6 they’'re supposed to represent their 6 Q. Mr. Chairman, before you finish, we have the
7 shareholder. So you need that countering 7 rest of the undertakings that we're now
8 influence on the other side for the consumers 8 prepared to file, including the IFRS material.
9 to make sure you got a balanced decision going 9 CHAIRMAN:
10 on. The reason | like targets and 10 Q. Byall means, yes.
11 reliabilitiesisbecause | like the Board to 11 KELLY, Q.C.:
12 givedirection to the utility. If you think 12 Q. We can perhaps just touch that.
13 reliability performance isfine, then base it 13 MR. JOHNSON:
14 on history like Delaware did. If you think it 14 Q. Doesthat include the undertaking about the
15 should beimproved, put amore aggressive 15 20077
16 target in there, but whenyou do that, then 16 KELLY, Q.C.:
17 you' ve got to be willing to prove expenditures 17 Q.| haveall that too. Gerard, perhaps you can
18 for things like the DRA. 18 distribute those.
19 Q. Thank you, Mr. Bowman. 19 MS. NEWMAN:
20 CHAIRMAN: 20 Q. Sothat would be responsesto 4, 5, 6, 7 and
21 Q. Any guestions on either side? 21 8?
22 KELLY, Q.C: 22 KELLY, Q.C.
23 Q. Noquestionsrising. 23 Q.| think we've got 6.
24 CHAIRMAN: 24 MS. NEWMAN:
25 Q. Okay. Thank you very much, Mr. Bowman, for 25 Q. Mr. Chairman, while thisis ongoing and
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1 MS. NEWMAN: 1 requests, there’san opportunity there to
2 everybody is working away to passout the 2 advance things in terms of written and final
3 undertakings, it might be a good time to just 3 argument. And if that’s the case, the Board
4 raise the issue about the closing final 4 would liketo take advantage of that, given
5 submissions and the public participation day. 5 our schedule with regard to getting a decision
6 | note that the Board hasn't received--I'm 6 and order out to allow the Utility to do what
7 advised by the Clerk, hasn't received any 7 it hasto do before the end of the year and
8 written requests to make public participation; 8 al that, so every day would be an advantage
9 however, | understand the Board has had, in 9 tous. So certainly if there are no requests,
10 thelast 24 hours or so, a little technical 10 if we can confirm that at a point in time and
11 difficulty with its e-mail, so we can’t 11 you were ableto get together with all the
12 confirm at thistime whether there have or 12 parties and work out something sooner, rather
13 have not been any that have comein by way of 13 than later, depending on their schedule, that
14 electronic correspondence. So, in that light, 14 would be ideal from our perspective. |sthat
15 | would suggest that we sort that out this 15 okay?
16 afternoon and | can undertake to correspond 16 KELLY, Q.C.:
17 with the partiesasto what makes sensein 17 Q. Certainly acceptableto us, Mr. Chair.
18 terms of timing for what's left to this 18 MR. JOHNSON:
19 hearing. Andthen| can report to you and 19 Q. Justto--on the undertaking, on Undertaking
20 perhaps the Board will issue a letter early 20 No. 6, | takeit we're providing the current
21 next week? 21 forecast for 2007, this undertaking. Was
22 CHAIRMAN: 22 there actualsto September 30th? | thought
23 Q. Sounds quite reasonableif everybody is in 23 that was part of the undertaking.
24 agreement, | guess. Withregardto public 24 KELLY, Q.C.
25 participation, certainly if we have no 25 Q. Thisisthe 2007 forecast operating costs by
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1 breakdown. The actuasareinit, it'sal in 1 KELLY, Q.C:
2 the one table. 2 Q. No, Mr. Chairman.
3 MR. JOHNSON: 3 MR. JOHNSON:
4 Q. It'sdlinone? Okay. 4 Q. Justa pointthat | raised with Mr. Kelly
5 KELLY, Q.C. 5 earlier, ordinarily the Utility in its
6 Q. Theforecast reflectsactua performance to 6 quarterly reports to the Board, quarter
7 September. 7 regulatory filing with the Board, for instance
8 CHAIRMAN: 8 asthey did with September 30th, '06, files
9 Q. So the current forecast is the actual 9 wherethey arerelativeto the plan onthe
10 projected to theend of the year, is that 10 particular year that’sreflected in, | believe
11 correct? 11 it'sCA-NP-8. If you could just turn to the
12 KELLY, Q.C.. 12 report ending September 30th, '06, page 17.
13 Q. Yes, the date of the actual isan annual and 13 No, that's March. Seethey quarterly filed to
14 then projected to the end of the year. 14 show where they are vis-a-vistheir plan up to
15 CHAIRMAN: 15 that time. | just wonder would--could
16 Q. The September actual projected to the end of 16 Newfoundland Power undertake, | guess an
17 the year. 17 additional undertaking to provide something
18 KELLY, Q.C.. 18 similar to that, so that--up to largely like
19 Q. And then projected to the end of the year. 19 they did for September ' 06.
20 MR. JOHNSON: 20 KELLY,Q.C.
21 Q. That'sfine. 21 Q.| haven't got the foggiest ideawhat I'm being
22 CHAIRMAN: 22 asked to do and the witnesses are all off the
23 Q.Okay. Anything elsein relationto these 23 stand. We have complied with the undertaking
24 matters? Okay, isthere anything else in 24 to provide the data as regquested in
25 relation to any other matter? 25 Undertaking 6 and I’m frankly not, at this
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1 KELLY, Q.C: 1 the forecast for '07. Mr. Kelly: "Just the
2 stage, at all sure of even what I’'m being 2 forecast of '07?' Mr. Johnson: "Yes, to
3 asked to undertake to do. 3 September.” Mr. Kelly: "To September”. Mr.
4 MR. JOHNSON: 4 Johnson: "Yes." | don't know if thereisa
5 Q. Wedl a similar--they report to the third 5 forecast by--because you're forcasting in
6 quarter year to date, et cetera, for the 6 September so whether there’sa forecast 07
7 period ending September 30th, 2006 and 7 that can be produced, | think you’ re forecast
8 September 30th, 2007 has past and I'm 8 to the end of theyear. | don’'t know if Mr.
9 wondering if it's possible to produce 9 Delaney can shed any light, end of the year.
10 something like we see on the screen herein 10 KELLY, Q.C.:
11 respect of the period up to September 30th, 11 Q. Sothisisthe current forecast to the end of
12 '97. 12 the year -
13 KELLY, Q.C. 13 CHAIRMAN:
14 Q. The September 30th report, that will be filed- 14 Q. Thisisthe current forecast to the end of the
15 -it will befiled in the ordinary course. 15 year and the only distinction--the
16 MR. JOHNSON: 16 distinction, | guess, that | seeis you're
17 Q. When will it befiled? 17 looking, requesting this information which
18 CHAIRMAN: 18 showsto theend of thethird quarter. Is
19 Q. Just a matter of interpretation here. 1'm 19 that -
20 just looking at the transcript from October 20 MR. JOHNSON:
21 25th, 2007 and Mr. Kelly: "So if | understand 21 Q. Yes, to the plan, the ' 07 plan.
22 it correctly, we're looking for the actualsto 22 KELLY, Q.C.
23 the end of September and the current forecast 23 Q. Andthat material, I'm told, will befiled in
24 tothe end of '07? It seems to meto be two 24 the ordinary course in about aweek’ stime or
25 pieces similar to that. Mr. Johnson: "No, 25 0.
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1 CHAIRMAN: 1 CHAIRMAN:
2 Q. I'll haveto deferto Ms.--1 mean,is it 2 Q. Thank you very much. Anything else? No? |
3 something that you would really, really need 3 just want to thank you for the week, certainly
4 in respect of your final written submission. 4 for everybody’s adherence to the general
5 MR. JOHNSON: 5 schedule and your co-operation. It'sbeena
6 Q. It mightfrankly beof use. Next Friday 6 good week, | think. We have afair piece of,
7 you're saying it would be available? 7 chunk of information before us on the matter
8 MR.HAYES: 8 at hand and we'll await to see what the
9 Q. Itwill not be available for at |east a week, 9 scheduleisto beworked out in relation to
10 if not more. 10 written submission and final argument and |
11 KELLY, Q.C. 11 guesswe'll see probably some of you back
12 Q. That'saregular report that we do and | think 12 then, whenever that date might be. Okay,
13 the filing dateis November 15th is the 13 thank you very much.
14 required filing date, if | recall correctly. 14 Upon concluding at 12:50 p.m.
15 MS. NEWMAN:
16 Q. Yes I'mtolditis45 daysto have the -
17 CHAIRMAN:
18 Q. Wedo have a piece of evidence which was filed
19 under Undertaking No. 6, Mr. Johnson--or
20 Undertaking 8 which showsthe projectionto
21 the end of the year. Isthat -
22 MR. JOHNSON:
23 Q. Fair enough, it won't be ready by the time or
24 argument that we're tryingto aim for, so
25 that’sit.
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CERTIFICATE
I, Judy Moss, hereby certify that the foregoing is
atrue and correct transcript in the matter of
Newfoundland Power’s 2008 General Rate Application
heard on the 26th day of October, A.D., 2007 before
the Board of Commissioners of Public Utilities,
Prince Charles Building, St. John's, Newfoundland
and Labrador and was transcribed by me to the best
of my ability by means of a sound apparatus.
Dated at St. John's, Newfoundland and L abrador
this 26th day of October, A.D., 2007
Judy Moss
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