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CHAI RMAN:  Good afternoon, | adies and gentl enen.
apol ogi ze if our postponing the start of the hearing f
this nmorning to this afternoon caused anybody any
difficulty. But by the |ook of the weather in central
sout hern New Brunswi ck yesterday, why it seened like a
good i dea.

Can we have appearances on behalf of the applicant

MR. HASHEY: On behal f of the applicant, David Hashey an

Terry Morrison appearing as counsel. And various

Wi tnesses of course will be appearing. And we have
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support staff with us as well, M. Chairnan.

CHAI RVAN:  Thank you, M. Hashey. Bayside Power? | think
the Board received an e-mail, did it not, saying the
weat her in Northern Maine was equally bad | guess. They
are getting here tonorrow. Canadi an Manufacturers and
Exporters, New Brunswi ck Division?

MR. PLANTE: David Plante appearing on behal f of Canadi an.

CHAI RMAN: The City of Summrerside? Emera Energy Inc.?

MR. ZED: Peter Zed. And |I'mjoined by Ross Young of Enera
Energy I nc.

CHAI RVAN:  Ener gi e Edmundst on?

MR YOUNG M. Chairman, | believe that Robert Guerette was
going to appear but | believe he is snowed in till
Wednesday.

CHAI RVAN:  When they get snow in the Republic they really
get snow. M. GIllis? He was here giving an interview
out by the door. | guess that is all he cane for. J.D.
lrving Limted?

MR. SMELLIE: Good afternoon, M. Chairman. Janmes H.
Snellie and Gordon M Nettleton for J.D. Irving Limted.

CHAI RMAN:  Thank you, M. Snellie. WMine Public Service?
It is ny understanding that Maine Electric -- Maritine
El ectric Conpany Limted fromP.E. 1. withdrew fromthe

proceedi ng on the 13th of Novenber, is that right, Madam
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Secretary?
M5. LEGERE: Yes.

CHAI RVAN:  Nort hern Mai ne | ndependent System Adm nistrator?

MR. BELCHER  Ken Bel cher.

CHAI RMAN: Nova Scotia Power Inc.? M. Zed again?

MR. ZED:. Yes, M. Chairman. |'mjoined by C arence Penwel |
for Nova Scotia Power.

CHAIRVAN:  I'msorry? Carence --

MR ZED: Penwell. P-e-n-we-I-1|.

CHAI RVAN:  Pert h- Andover El ectric Light Conmission? Did the
snow get that far down the valley?

MR DIONNE: Yes, it's brutal. Dan D onne for Perth-
Andover, M. Chairman.

CHAI RMAN:  Right. And Province of New Brunsw ck, DNRE?

MR. BARNETT: Don Barnett and |I'mjoined by JimKnight.

CHAI RMAN:  Thank you, M. Barnett. Province of Nova Scoti a,
Depart ment of Energy?

W did get an e-mail in fromthat governnent

departnent indicating that they still w shed to
partici pate but that they woul d keep an eye on the
transcripts in order to decide when it is that they would
come and when they |leave. So today is not one of their
days to cone, | guess.

Sai nt John Energy?



- 135 -

MR. YOUNG CGood afternoon, M. Chairnman. Dana Young
representing Saint John Energy. To ny right is Dr. Jan
Carr, Managing Director of the firm Barker Dunn Ross
representing us. And at the end is M. Richard Burpee,
present CEO.

And | will let M. Gorman (i naudible)

MR. GORMAN: Good afternoon, M. Chair.

CHAI RVAN: M. Cor man.

MR GORMAN: In addition, Ray Gornman will be appearing on
behal f of Saint John Energy. To ny right | have Chris
Titus who is the Chair of Saint John Energy.

To his right M. Eric Marr who is the Vice-President
of Engineering and Operations. And at the end of the
table M. Tony Furness, the Vice-President of Finance and
Adm ni stration.

CHAI RMAN:  Thank you, M. Gorman. WPS Energy Services Inc.?

MR. MACDOUGALL: Good afternoon, M. Chair. David
MacDougal | appearing for WPS Energy Services.

CHAIRVAN:  I'msorry. Wuld you hold up your hand so | can
-- there you are. Right. Wuld you start again, sir?
Thank you.

MR. MACDOUGALL: No problem Good afternoon, M. Chairnman.
| "' m David MacDougal | for WPS Energy. |I'mjoined with Ed

Howar d, Energy Marketing Executive for WPS Energy.
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And we would also like to informthe Board that for

the first two panels we probably won't be aski ng any

guestions. Although we will in fact ask questions for
Panel C.
CHAI RMAN:  Thank you, M. MacDougall. You have added a

beard since your |ast appearance before this tribunal?

MR. MACDOUGALL: Yes, | have, M. Chair. (Ilnaudible)

CHAl RVAN:  Board staff?

MR MACNUTT: Yes. Peter MacNutt. And | have with nme
M. Goss, JimEasson and Gaye Dressler.

CHAI RVAN:  Thank you, M. MacNutt.

I nformal | ntervenors, anyone representing themthis
afternoon? HQ Energy Marketing Inc.? Irving Ol Limted?
KnAP Energy Services Inc.? Renewable Energy Services
Limted? TransEnergie? And the Union of New Brunsw ck
| ndi ans? | believe --

MR WOOD: M nane is Ral ph Wood. |'mjust an ordinary
pensi oner, househol der, electricity consunmer here in the
provi nce of New Brunswi ck. Thank you, sir

CHAI RMAN: M. Wod, that is quite a full portfolio that you
represent.

MR WOOD: It is a full-tine job, sir.

CHAI RMAN: The Board Secretary spoke to ne before we

started. And | believe she has explained to you that what
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you really want to be is an informal intervenor.
MR. WOOD: That is correct.

CHAl RMAN:  And that the Board will set a date. And the

Secretary will informyou when that is --
MR, WOOD: | understand, M. Chairman.
CHAl RMAN:  -- that infornal intervenors can nake

presentations to the Board.
MR WOOD: | understand, sir.
CHAI RVAN:  Ckay. Thank you.

Now at the procedural conference we had a week or two
ago, why one of the things that the Board deci ded woul d be
that NB Power and Board counsel would get together with a
tentative |list of exhibit nunbers.

And | believe that has been done. And the Board
Secretary has shared that with all of the parties, as |
under st and.

So the Board of course reserves the right to change
the listing or, excuse ne, the exhibit nunbers if we
wanted to. But as far as I'maware at this time, there is
no reason to change that which Board counsel and NB Power
has agreed to.

| understand, M. Hashey, you have an affidavit of
publ i shi ng which you can produce now. And we will mark

t hose exhi bits.
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MR. HASHEY: Thank you, M. Chairman.

CHAIRVAN:  If any parties have any difficulty with the
proposed exhi bit nunbers, why let ne know right now.

MR SMELLIE: M. Chairman --

CHAI RVAN:  Yes, M. Snellie.

MR. SMELLIE: -- | was going to |l eave this until another
mnute, but -- and | was going to report to you or M.
Hashey was going to report to you on the outcone of our
del i berati ons about the Panel B presentation.

CHAI RMAN:  Okay. M. Snellie, that is nunber 2 on ny
agenda.

MR, SMELLIE: It is just it bears on admtting exhibits, M.
Chairman. It would be ny position, and I'm not sure, the
Panel B presentation ought to be formally entered into
this record until that issue is resolved.

CHAI RVMAN:  That is certainly fair enough. M. Hashey, any
problemw th that, that we wait until Panel B is com ng on
before we introduce that exhibit?

MR. HASHEY: No problem

CHAI RVAN: Okay. What tentative nunmber was given to that?

MR SMELLIE: | think it was exhibit 7, M. Chairman. It
was going to be ny original proposal that we mark the four
presentations 7 (a) (b) (c) (d). But I'"'min your hands in

that regard. You could get the other ones in.
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CHAI RMAN:  So why don't | mark exhibit A-1 to A-6. And then
we wll deal with that when it is in.

It would appear to ne that the appropriate way to do
it is Panel Ais the panel that will start today, as |
understand it, that we introduce as A-7 their power point
presentation as exhibit A-7.

And then as each panel conmes later on during the
hearing I will give it an exhibit nunber at that tine.

M. Hashey, |I'mnot going take up the tinme of the
heari ng now | ooking at this affidavit. | amcertain that
you have checked it through and I will look at it |ater
but it is a publication that occurred in accordance with
t he Board's order?

MR. HASHEY: It did, M. Chairman, thank you.

CHAI RVAN: Good. Thank you. Now I'm | ooking at exhibits A-
2 now through A-6. |1'min your hands, Madam Secretary.
Al right. For the sake of the record | have narked
exhibits A-1 through A-6 and the secretary will pull apart
what was to be A-7 splitting theminto four different
packages. And | will mark after the hearing today A-7,
which will be the Power Point Presentation from Panel A

Now t he choi ce of exhibit nunbers for Enmera Energy
Inc. leaves me kind of cold. |It's EIEIO  Anyhow, does

the secretary have EEI-1 and EEI-2 there? O perhaps,
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Madam Secretary, what | will do is during the first break
is |l will sign all those. W won't take up anynore tine
here.

And surely Board' s counsel and counsel for NB Power
shoul d have cone up with a better way of marking it rather
than EElI-1, 2. Anyhow.

Now ny understanding, M. Snellie, is that -- and you
have certainly confirmed that, is that JDI, as a result of
the conference of a week or so ago, is going to sit down
and |l ook at the references that NB Power had given to the
slide presentations. And ny understanding, and | would
like you to confirmit, is that JDI has only objection to
Panel -- let ne see. Is it B?

MR SMELLIE: It is, M. Chairman.

CHAIRVAN:  Yes. So we will deal with that when Panel B
comes on.

MR. SMELLIE: And you should know that M. Hashey and | have
pl anned to talk at some convenient time this week to see
if we can't bring you a negotiated result as opposed to
one that will require your assistance.

CHAI RVAN:  That woul d be greatly appreciated, M. Snellie,
and M. Hashey.

MR. HASHEY: Thank you. On that point, M. Chairnman,

possi bly you coul d assign Board counsel to neet with us so
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we can indicate our respective positions. |'mnot sure
that we are going to get to a negotiated position but we
certainly have been working towards it.

CHAI RVAN:  All right.

MR. HASHEY: And there may be at a later time, probably sone
time of the first two weeks of this hearing, we may have
to cone back to the Board on it.

CHAIRVAN: Al right. And I will speak with M. McNutt
about it, so thank you.

M. Snellie, just going over sone of the matters that
we have covered since the original pre-hearing conference,
came up with one thing is that -- ny understanding is that
you -- if the timng works out your evidence in reference
to Panels B and C will be heard prior to the 19th of
Decenber, that is M. MacNutt supplying ne with his --

MR. SMELLIE: Sorry, M. Chairman, ny client's evidence or
the JDI presentation? M understandi ng based on the pre-
conference -- pre-hearing conference of a couple of weeks
ago was that the JDI intervenor evidence was going to be a
treat for the New Year.

CHAI RVAN: Okay. M. MacNutt, in your neno that you have
produced you have C) intervenor evidence of JD relevant
to Panels B and C, one slide presentation by JDI

W t nesses, direct exam nation, et cetera. And that al



- 142 -

occurs by the 19th of Decenber. Now that is why I bring
it up, M. Snellie, just so if we have nmade a m stake then
we know it now. Because of course the next thing was that
you were going to provide your slide presentation on the
20t h of Decenber, which would have been after you actually
presented the evidence, which even to ne didn't make nuch
sense.

MR. SMELLIE: It is not even the way we do it in Al berta,

M. Chairman. | understood that our presentation was due
the 20th and that at sonme early point in the New Year, the
week of the 6th of January, was when ny w tnesses were to
attend to be exam ned.

CHAI RVAN:  Ckay.

MR. MACNUTT: M. Chairman, | would point out that the
schedul e, the tentative schedul e (inaudi ble) based on M.
Hashey's letter to the Board and certainly to all parties
as to the tine that --

CHAI RMAN:  |1'm not pl aci ng bl ane.

MR MACNUTT: No, no.

CHAIRVAN:  I'mjust trying to -- if there is what appears to
be a difference to what it is right now

MR. MACNUTT: No, |'mnot concerned about that. | just
woul d point out the source of the suggested tine |line.

CHAI RMAN: M. Hashey?
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MR HASHEY: No, | concur with M. Snellie. That is
definitely what was deci ded at our conference.

CHAI RVAN:  Ckay.

MR. HASHEY: M. Chairman, | should add too, | have two
addi tional exhibits that | should offer here as well that
haven't been presented yet.

CHAIRVAN: Al right. M. Hashey, | will ask you to hold
those, if you could, until after we have a break when |
mark A-7.

MR HASHEY: Ch sure.

CHAI RMAN:  Okay. And we will do it after that. Now again |
believe it was during the procedural conference that Saint
John Energy and sone of the other municipal utilities
i ndi cated that they m ght very well do sone joint
guestioning of witnesses. In other words, just have one
designated party do the exam nation. And | presune that's
why M. Gornman has been engaged.

Can you indicate to ne, M. CGorman, or, M. Young, or
for that matter, M. Dionne, if there is an agreenent as
to what matters will be -- cross exam nation will occur by
just one party and what slot in the line-up of intervenors
that one party is going to choose. Has that been decided
yet? Go ahead, M. Young?

MR. YOUNG No, M. Chairman, we haven't deci ded those fine
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points yet. | have talked to M. Dionne and to M.
Guerette from Ednundston. There are a few points we woul d
i ke to speak together on before the Board. There are
just a few Other issues are specific to each
muni ci pality and we would like to talk to those oursel ves.
We haven't decided yet.

CHAIRVAN: Al right. Well when you are able to share that
with the Board and the other parties, we would appreciate
hearing fromyou. Now are there any other prelimnary
matters that any of the parties have? M. Zed?

MR, ZED: M. Chair, at the procedural conference we
undertook to attenpt to make our panels available in the
first two weeks and as | have indicated to the Board in
correspondence, those panels are both available the 27th
and 28th of Novenber. That was certainly M. Hashey and
|'s best guess as to when they m ght be needed and the
panel s rearranged their schedules on relatively short
notice to be available on both of those days, if required.

W do not wish to do a formal presentation. | think
so advised you. But that brings up the question of an
openi ng statenent of sone kind. And it would be ny
suggestion that each panel would very briefly -- a
spokesperson on each panel would very briefly at the

outset just give a brief oral sunmary of the evidence.
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CHAI RMAN:  Certainly, M. Zed, before we got into slide
presentations, presentations was the normal way in which
this Board proceeded. | see nothing wong with proceedi ng
in that way. Just if the applicant or the intervenors do,
but | certainly don'"t. But it is just that. It would be
a brief overview of the witten evidence.

MR ZED. Yes.

MR. HASHEY: No problem

CHAIRVAN: If there are no other prelimnary matters, M.
Hashey?

MR. HASHEY: W will be calling Panel A

CHAI RVAN:  Par don?

MR. HASHEY: WIIl we be calling Panel A next. The intention
of course is to have Panel A, just so you understand what
direction we are aimng at. There will be an opening
presentation by M. Snowdon. Before that, | would like to
t hank you for your consideration in allowng us to
substitute this panel. M. Bartlett, of course, becane
ill and these two gentlenmen, M. Snowdon and M. Marshall
will take his place. Following that, in accordance with
the Board's orders, we will be doing a brief rebuttal by
these witnesses. You indicated to us that we shoul d do
our rebuttal up front and that is what we will be doing.

And they will be touching on the policy issues that cone
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out of the rebuttal issues, that came out of the evidence
of the party's filed evidence. And then cross exam nation
if that suits you.
CHAI RMAN:  Yes. Well subject to the other parties, that
certainly appears to ne an appropriate way to go ahead.
M. MacNutt, you had your hand up?
MR. MACNUTT: Yes. M. Hashey just said a nonent ago that

he had docunents to be narked, is that correct, M.

Hashey?

MR. HASHEY: That's right, M. MacNutt. | should say one
thing, there is nothing -- well there mght be in one of
them | don't know. The first one is just the c.v's of

the transm ssion tariff witnesses. These were all e-
mai |l ed. They were filed with the Board and they were e-
mailed to the intervenors on Septenber 5. And the second
exhibit is a portion of a book of Dr. Mrin, chapter 13
and 16. That was filed on Septenber 24th and was
circulated to all interested parties. Those are the only
two itens that seemto be not conpletely in the evidence
that we have al ready nmarked, M. Chairman.

CHAI RVAN:  Way don't we mark A-9 right now then, subject to
-- A-8 you indicated was to be --

MR HASHEY: The c.v.'s of the transmssion tariff

W t nesses.
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CHAI RMAN:  Yes. Any objection fromany parties?

MR. HASHEY: And the other one, M. Chairman, was the
chapters of Dr. Morin's book. Now those were requested by
Maritime Electric Conpany that | see have withdrawn as a
formal intervenor.

But they were supplied to the Board. And they were
supplied to all interested parties. It seens appropriate
t hat maybe we should nmark themif somebody wants to use
t hem

CHAI RMAN: | have no problem Has anybody any problemw th
marking Dr. Morin's two chapters fromone of his books?

MR. HASHEY: That would be the sane as an interrogatory
(1 naudi bl e) .

CHAI RMAN:  Way don't we mark it, M. Hashey. Comm ssioner
Sol | ows has pointed out to ne that M. Gllis has arrived.

The record will show his attendance today.
kay. Go ahead, M. Hashey.

MR. HASHEY: Thank you, M. Chairman. |If | could turn this
over to M. Mrrison who will deal with Panel A

MR ZED:. M. Chairman, if | mght before we begin,

M . Hashey raised the issue, and you appeared to concur
with him the issue of rebuttal evidence.

And ny understanding was that in the normal course

rebuttal evidence was not going to be allowed. | spoke
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briefly with M. Hashey and M. Morrison before the
commencenent of this hearing.

And as | understand, if | understand correctly, the
nature of the rebuttal evidence they intend to offer, |
don't have any issue with it, but provided that we are
allowed simlar |atitude when our panel is on to respond
to that evidence.

There has been no justification for rebuttal evidence
offered on the record. And in the normal course, | nean,
it is just not a matter of course that you are entitled to
it, which the Chair | believe ruled in that manner at our
| ast heari ng.

So all we are really asking, if he is allowed to
proceed, to in effect cross exanm ne his own w tnesses, to
put forth rebuttal evidence, that we be allowed simlar
| atitude when our panel is on to respond.

CHAl RMAN:  The Board will take a 10-m nute recess. It is

getting late. And | will ask the Board counsel to cone
wth ne.
(Recess - 2:05 p.m - 2:50 p.m)

CHAI RMAN:  Well, | do apol ogi ze for having taken so |ong on

that break. And | understand that there were sone
difficulties with the sound system

And is there anything we can do to inprove the system
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today, like holding up our hands when we are going to
speak? WII that do it?
TECHNI Cl AN.  That woul d hel p.
CHAI RMAN: That would help. So if you are going to speak
why pl ease hold up your hand so we know who it is.

| do apol ogi ze. Because | have taken the opportunity
to read through particularly page 98 of the transcript.
And what | said there -- and | can see how, | ooking at
that, M. Hashey, you can certainly think that | was --
well, | msspoke nyself, if you took that in isolation.

Because if you go on a few pages to page 103 in the
transcript, dealing -- | said, in reference to the first
matter which is set forth in M. Hashey's letter of
Novenber the 7th, the Board approves the calling of the
panel s.

And if you look at that you find that the rebuttal
evi dence occurs after the Enera or Nova Scotia Power panel
has given its evidence.

And again | believe on -- a page or so on in that
letter, M. Hashey, you have rebuttal evidence as a
separate heading. And it says that the rebuttal evidence,
if there is any, will occur after the intervenor's
evi dence.

And that flows directly from ny understandi ng of the
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| aw of evidence in the court system is that the plaintiff
must in their testinony try and speak to any subject
matter that can be reasonably anticipated will be brought
up by the defendant.

But if in fact the defendant brings up new and
unreasonably -- or sorry, new evidence or a head of
evi dence that could not reasonably have been anti ci pated
by a reasonabl e person, then the court will look at it and
see whet her or not rebuttal evidence should be all owed.
That certainly is where | was conming from That certainly
is the way you had set it up

So | do apol ogi ze for the confusion that | brought to
t he subject by what | had to say on page 98. But
certainly by approving your letter of Novenber the 7th and
the calling of the panels, that there should not have --
you know, unfortunately there should not have been a
problemw th that.

Now having said all of that, do you want to address
the Board? O do any of the intervenors want to address
t he Board?

MR. HASHEY: M. Chairman, | would be happy with the ruling

any way you want to make it. W do believe there are sone
i ssues that arose in the evidence of Enera and Nova Scotia

Power, very short issues that we are prepared to address
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at anytinme. And simlarly there was | believe one on JDI
which dealt with policy that we felt this panel should
deal with.

| "' m happy anyway. | apologize if | msinterpreted it.

| think that is sort of the rule we followed before on

the previous hearing. And | may have been, you know,
getting ny mnd back to that hearing as well, when we had
one bit of intervenor evidence, and we addressed it before
he actually testifi ed.

So |' m happy, whichever way you would like us to
proceed on that, we are very happy to do it.

CHAI RMAN:  Yes. My difficulty is that if we allow your
panel to go ahead with rebuttal evidence before the
i ntervenor evidence is called, then the tenptation is for
the intervenor evidence panel to comrent on the rebuttal.

And there you get into a rebutting of the rebuttal.
And so --

MR HASHEY: That is fine, M. Chairman. We will recall the
panel .

CHAIRVAN:  Yes. All right. Then that is what -- that is
the way we will proceed. | nean -- and again | enphasize
what | said in the transcript, that rebuttal is not an
aut omati c thing.

You have to show that in fact you could not, when you
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put in your exam nation in chief, that you could not have
antici pated the subject matter.
Go ahead, M. Morrison.

MR. MORRISON: M. Chairman, it does raise the issue.
Because we do anticipate from having read the evidence,
the intervenor evidence, there are three or four issues
that we do want to address. And we can reasonably
antici pate them because we have read the evidence and they
have cone out in the evidence.

So the question | have to you, M. Chairman, is do we
deal with this nowin direct? O do we recall the panel?

CHAIRVAN: | think the way the Board has to approach it is
that in a court setting you are tal king about viva voce
t esti nony.

MR, MORRI SON:  Correct.

CHAI RMAN:  And that testinony you hear the first tine you
hear it. And so if you give your testinony before you
have heard their testinony, sort of thing, then you could
not have antici pated ahead of evidence that they are going
to speak to, then you have a right to conme after and give
rebuttal .

So here, if when you put in your witten prefiled
evi dence, you could not have reasonably antici pated what

they put in their prefiled evidence |ater, then you have
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the opportunity to cone viva voce and rebut that, period.
MR MORRISON: In direct?
CHAI RVAN: I n direct.
MR. MORRI SON:  Thank you, M. Chairnan.
CHAI RMAN:  Yes. Any other comments? O shall we start with
t he panel ?
MR MORRISON: Call M. Marshall and M. Snowdon to take
their places for panel A
(M. Marshall and M. Snowdon sworn)
MR. MORRISON: M. Marshall, could you state your name and
position for the record, please?
MR MARSHALL: Yes. WIliamA. Mrshall, director of
strategic planning for the New Brunsw ck Power
Cor por ati on.
MR. MORRI SON: And you are famliar with the evidence that
was submtted in Exhibit A-2 as Panel A evidence?
MARSHALL: Yes.
MORRI SON:  And do you adopt that evidence as your own?

MARSHALL: Yes, | do.

2 ®» 3 3

MORRI SON: M. Snowdon, could you give your nane and
position for the record, please?

MR. SNOADON: My name i s Wayne Snowdon. | have recently
assunmed Doug Bartlett's responsibilities as general

manager transm ssion.
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MR. MORRI SON:  And you as well, M. Snowdon, have read the
evidence that is in Exhibit A-2 as the Panel A evidence?
MR. SNOADON:  Yes, | have.
MR. MORRI SON:  And do you adopt that evidence as your own?
MR. SNOADON:  Yes, | do.
MR, MORRISON: And at this point, M. Chairman, with your
i ndul gence we woul d proceed to have M. Snowdon give a
brief presentation of an overview of the Panel A evidence.
MR. SNOADON: M. Chairman, nmenbers of the Board, | am here
to give an overview of the evidence that was subm tted
under Panel A. It will be an overview and policy frane
wor K.
A brief outline of nmy presentation is contained here.
There are five points | want to go over during the
presentation, the highlights of NB Power's application, a
bri ef overview of the power system how energy electricity
mar ket s evol ved in the northeast, NB Power's export and
i mport history over the past 15 years and sone di scussion
on the policy frame work under which the tariff is being
pr esent ed.
NB Power is seeking approval for an open access
transm ssion tariff by this Board. The approval of this
tariff is paranmount in the opening of the market schedul ed

for April of 2003.
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The tariff includes these five conponents, terns and
conditions of the service that can be taken under the
tariff, network operating agreenent, an agreenent for
generators that want to connect or are interconnected with
the system the standards of conduct. These four
conponents will be dealt with with Panel D and the rates
for the transm ssion and ancillary services that are
of fered under the tariff will be handl ed by Panel C.

This slide gives you an overvi ew of transm ssion.
Under the definition under the tariff subm ssion
transm ssion starts at the output of the high side of the
unit transformer associated with each generator, and it
i ncludes the poles and wires and term nal equi prent that
is necessary to nove the energy fromthe generator to the
distribution |l oads. And the other point that the
transm ssion termnates at is the high side of the
di stribution transformers.

Connected to the transm ssion systemare |arge
i ndustrial custoners, whol esal e custoners and of course
the interconnections that exist with our interconnected
jurisdictions.

In the centre I have shown the energy control centre
whi ch perfornms the real tine operations, the hourly

di spatch of generation and the real tine control of the
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transm ssion network. And this is a 7-by-24 operation.

Operational chall enges of the power system Unlike
oil or gas, electricity cannot be stored and travel s at
the speed of light. Wen you flick your switch on you
want to nmake sure the energy is there, you don't want to
wai t .

One of the challenges that is faced by the system
operator is to ensure that the supply side or the
generator matches the | oad or the instantaneous demand for
el ectricity by the custonmers are bal anced at all tines.

And in order to do this, generators are put under the
control of the operator and conputers at the control
centre send signals to these generators to raise or |ower
to match this demand. Wiile these generators are on this
type of control, or automatic generator control, it's
cal l ed AGC.

Conti ngencies by definition are the | oss of
significant | oad or generation. And the operator has to
take actions to ensure that there are not bl ack-outs
resulting fromthis.

And in order to do this there are generators that are
held in reserve that are either on-line or can be brought
on-line to replace this | oss of generation in a very short

time frane. O conversely, if it's a loss of |load then
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generators have to be arnmed to be renoved fromthe system
in very short order.

During this transm ssi on phase when you have | ost a
generator and the reserve generation is comng on line,
the operator relies on the interconnections to naintain
reliability to provide this |oss of generation and also to
support system frequency.

In order to do this the -- there are a nunber of
pl anni ng standards, operating procedures that are
coordi nated between the adjoining jurisdictions. This
reliability coordination is under the -- has been
devel oped and is nonitored through an organi zati on known
as the North Anerican Electrical Reliability Council,
whi ch is known As NERC.

NERC was established in 1968 after the bl ack-out of
1965 in the northeast, and their primary purpose is to
ensure reliability in North Anmerica.

It is nade up today of voluntary organi zations but
there is a novenent toward mandatory conpli ance.

There are ten regional councils that make up this
council, one of which is the North East Power Coordi nating
Council, or NPCC, and it's conprised of five geographi cal
areas and each of these areas are known as control areas.

A control area has two primary functions. One is that
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it maintains the balance of energy and load inits
jurisdictions and how it inmpacts its interconnections, and
it's also there to help support the system frequency.

NB Power is the operator of the Maritinmes Control
Area. This slide shows the Maritinme Control Area as
conprised of Nova Scotia, Prince Edward |sland, New
Brunswi ck and two pockets of |load in Northern M ne that
are only interconnected with the rest of Mine through New
Brunswi ck system

There are two primary interconnections wth our
adj oining control areas, the one through Quebec, which is
t hrough a DC converter station, and these have their own
operating characteristics.

The Maine interconnection that the Maritines Control
Area has is through this line known as the MEPCO |ine or
the New England Tie Line which is an AC or a synchroni zed
connection with the rest of North Arerica, or at |east the
Eastern interconnection.

And you can see on this slide it shows that the
transfer capability fromthe Maritinmes through Maine is
700 in that direction and on a firmbasis it's zero on a
south to north flow And this is the line that the
operator has to keep in balance during contingencies and

during real tine operations.
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This map gives you an overvi ew of the 6,600-pl us
kil onmetres of transm ssion line that are around the
provi nce, and they operate at four voltage classes, 69, 000
volts, 138,000 volts, 230,000 volts and 345, 000 volts.

And you can see fromthis blue or purple line that the
345 kv systemis a very robust systemthat mnimnm zes the
chances of congestion on the transm ssion systemin New
Brunsw ck.

The evol venent of energy or electricity markets.
Oiginally individual electrical systens were devel oped in
i sol ati on and generally they were devel oped to neet | oad
requi renents associated with local industry. As
vertically integrated utilities grew, they started to do
busi ness or transactions between them and built
i nt erconnections between their systens to facilitate these
transactions. The very fact that they were tied together
increased reliability and provide financial benefits
between the two utilities.

This -- these transactions increased and through these
bil ateral contracts grew over a nunber of years.

In 1996 the Federal Energy Regulatory Commission in
the US devel oped a series of rules under which these
transactions are governed, and this forned the basis for

Order 888.
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This Order 888 has been and has beconme and is today
the industry standard in terns of tenplates for tariff
devel opnent .

FERC s primary objective in putting this order out was
to facilitate the novenent of |ow cost energy into high
pri ced whol esal e markets. And over this tinme market pools
have devel oped t hroughout North Anmerica, and particularly
in the northeast, in New Engl and, New York, PJM stands for
Pennysl vani a, Jersey, Maryland, and recently in Ontario.

This map gives you an appreciation of the |larger scale
mar ket that really does inpact the Maritinmes. There is
Quebec, Ontario, New York, New England and PJM as | spoke
about are the larger market that really is inpacted and
can i npact New Brunsw ck.

NB Power exports and inports. This slide provides a
conpari son of the inportance of exports and inports to the
i n-province |load over the last 15 years. This is a yearly
average over those 15 years. And you can see that the
exports has been strong into the US, throughout the
Maritimes and into New England. The inports are primarily
from Quebec and that's for basically two reasons.

Hi storically Quebec has provided a | ower cost energy
source in conparison to the US side and the limted

transfer capability south to north that exists on that
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i nt erconnecti on.

I n support of both the provincial governnment and the
federal government, the desire to provide cross-territory
transm ssi on access associated with the interprovincial
trade agreenent, NB Power introduced a Through and Qut
transm ssion tariff in January of 1998. It used the FERC
proforma tariff pricing fornmula and net hodol ogy in the
devel opnent of that tariff.

A 60-day open season period was held in January and
February to allow potential or prospective transni ssion
custoners an opportunity to reserve transm ssion.

I n support of a deliberate and controll ed approach to
deregul ati on, NB Power inplenented a functional unbundling
and a Standard of Conduct conpliable with the FERC O der
889 in January of 2000.

Under the tariff before you, the contractual rights
and obligations under that Through and Qut tariff transfer
to the newtariff, and this will be discussed through this
Panel A.

In summary, the tariff subm ssion before the Board
provi des an open non-discrimnatory access tariff. It is
designed to collect the transm ssion business unit revenue
requirenents. It does provide a foundation for the New

Brunswi ck market to open in April. It is conpatible with
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the standard North Anerican practice as specified by the
FERC Order 888. And it is consistent with the
recommendati ons of the Market Design Commttee.
We have four panels. This Panel A which we spoke to.
Panel B will deal with the capital structure and the rate
of return, is conprised of two individuals, Sharon
MacFarl ane and Dr. Morin. Panel Cwll deal with the
revenue requirenments and rate design and is nade up of M.
Lavi gne, Ms. MacFarlane, M. Marshall and M. Porter. And
Panel D which | guess is going to follow Panel Ais the
service delivery and operations, terns and conditions of
the tariff, and M. Scott and nyself will be on that
panel .
Thank you very much
MR MORRISON: M. Chairnman, as nentioned earlier | guess in
our discussion of the -- what we can do and not do on
direct, we have reviewed the evidence of actually three
intervenors, Enera, Nova Scotia Power and JDI and there
are a few issues that do cone up in that evidence that |
will put sone questions to this panel in direct, if | nmay.
The first arises fromevidence -- fromthe evidence of
Enera, and it is at pages 6 and 7 of Enmera' s evidence.
CHAI RVAN:  Now it sounds to ne |ike rebuttal evidence.

MR. MORRI SON: Well, again, M. Chairman, in fact it is and
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|"mtrying to be clear on what the Board's ruling is. As
| said earlier, if you want us to defer that until after
Enmera has taken the stand, | have no problemw th that.

CHAI RMAN:  Yes, that is certainly what the Board wants.

MR. MORRI SON: Ckay. That's fine. Then | wll have -- |
have no questions of this panel at this tine.

CHAI RMAN:  Okay. Fine. | guess it is -- Enmera is first up.
| " msorry, Canadi an Manufactures & Exporters. M.
Plante? Yes, M. Snellie?

MR SMELLIE: | was a little slow getting off the mark
earlier. | should tell you, sir, that M. Nettleton and |
are carrying a joint brief in this hearing. And we are
acting for the CVE, New Brunswi ck Division. CM has
instructed us that they may well w sh to conduct cross
exam nation of certain panels on their own. But when |
cross examne | will be cross exam ning both for J.D.
Irving and if | tell you that CVME. And | apol ogi ze for
interrupting with that at this point, sir, but as | say, |
was just a little slow off the mark earlier today.

CHAI RMAN: Okay. Are you examning for CVME now or in
reference to this panel, sir?

MR SMELLIE: | will do that, sir, but I will exam ne in the
J.D. Irving's slot, if it is all the sane to you.

CHAIRVAN: Is that all right with the representative of CMVE
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who is here today?

MR. PLANTE: Yes, sir.

CHAI RVAN:  Good. All right.

MR. SMELLIE: And | am m ndful, sir, of your adnonition that
you only get one kick at the can, and I will respect that.

CHAI RMAN: Okay. Thank you, sir. Al right. M. Zed, then
you are up, Sir.

MR ZED: And m ndful of the discussions with the Board | ast
week, M. Chair, | intend to do one cross exam nation for
bot h Emera Energy and Nova Scotia Power, which | wll
begin forthwith. |Is that --

CHAI RVAN:  Yes, fine. Go ahead.

CRGSS EXAM NATI ON BY MR, ZED

Q - Gentlenmen, | would refer you to question 11, page 10 of
your evidence. You talk generally about your
i nterconnections with other utilities in other provinces.

And | would like to just focus you on your relationship
with Nova Scotia Inc. That relationship, would it be fair
to say that it has been ongoing for the better part of 40
odd years?
MR. SNOADON: That's correct.

Q - And would it be fair to say that there is currently an

i nt erconnection agreenent between the parties that has

been in existence for nearly 20 years?
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MR. SNOADON: That is also correct.

Q - And would it be fair to say that that interconnection
agreenent has been anmended fromtine to tinme to refl ect
operational realities between the two utilities?

MR. SNOADON: |I'mnot sure if the interconnection agreenent
itself was anmended. There have certainly been
suppl enmentals to that interconnection that have been
amended or created.

Q - That's fine. And could you please just tell the Board
overall what is sort of the inportance of having an
i nterconnection agreenment with a utility such as Nova
Scoti a Power?

MR. SNOADON:  The interconnection agreenent that was -- |
guess there are sonme generic things that are in them For
exanple, it tal ks about the netering points, the
facilities that make up the interconnections. It talks
about how the interconnections should be operated. What
reliability standards, so on, that woul d be respected.

Hi storically, they have al so included comrerci al
arrangenents for different types of energy transactions
and those ki nd of things.

Wth the functional unbundling that's going -- that
has taken place in New Brunswi ck, there is a novenent to

redo the interconnection agreenent to separate those
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commercial issues fromthe operational issues.

Q - Thank you. And obviously there are benefits in the
agreenent for both utilities in having this sort of
arrangenent ?

MR. SNOADON: Yes, there are.

Q - And you refer in your evidence to reliability which you
obtain from having such relationships with other
utilities. Reliability of your own system would that be
one of the benefits?

MR. SNOADON: That's correct.

Q - Nowis there an -- | believe you already said there is an
operating conmttee that is jointly staffed by both
parties?

MR. SNOWDON: That's correct.

Q - And what type of issues would that operating conmmttee
deal with? | suppose the obvious answer is operational
ones, but maybe you could just give the Board sone feel
for what kinds of issues. For exanple, energy exchange,
is that one of then?

MR. SNOADON: | -- could you be nore clear?

Q - Wll perhaps | will let you put it in your own words.
What are sone of the issues that an operating conmttee
such as exists would deal with on an ongoi ng basis?

MR. SNOADON: Well there are several issues, | guess. Every
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agenda seens to be full of things. One of the primary

initiatives that we have ongoing is to establish the

rel ati onship between the two operators in the operation of

t he interconnection between the two organi zati ons,

specifically is an issue that is in the forefront today is

that Nova Scotia or Enera Energy serves a contract in

Prince Edward Island to the City of Sumrerside. And the

i ssue that we deal with Nova Scotia through the operating

commttee is trying to separate the operational issues

t hat exi st between the two utilities and the comerci al

interests that go on across that interconnection. That is

certainly one that is right in the forefront as we speak.
Q - And is it fair to say that there is another issue before

you today dealing with the issue of inadvertent energy and

the difference between operational deviations and

conmer ci al devi ati ons?

MR. SNOADON: That is the issue, yes. It is how that energy
that is flowing, that isn't on schedule. For exanple, if
t he schedul e were 40 negawatts for the hour and there were
45 megawatts transferred across the interconnection or 35
megawatts for that hour transferred, our discussions is is
that energy inbalance or is it in fact just inadvertent
t hrough normal operator to operator activity.

Q - And how do you deal with normal operator to operator
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deviations in ternms of bal ancing the accounts?

MR. SNOADON: It is treated as inadvertent between the two
utilities and | think there is an IR that actually
presents the quantities of inadvertent -- | think Nova
Scotia Power was asked to provide that --

Q - Yes.

MR. SNOADON: -- information as on record as to what the
guantities of that energy over a nonth has been.

Q - But it is fair to say that the inadvertent energy is
bal anced by the return of an equal nunber of negawatt
hours at agreeable tinmes between the parties. |Is that --

MR. SNOADON: Yes, that's correct. The fundamenta
princi pl e of paying back inadvertent energy if it is
created during the onpeak hours, it is paid back during
the -- on peak hours on a subsequent day or days.

Q - And the -- dealing with this issue within the operating
commttee is a parallel process that is operating outside
of this proposed tariff?

MR. SNOADON: That's correct.

Q - And is it your intention that the tariff really not apply
to this inadvertent energy exchange?

MR. SNOADON: What we are attenpting to do is to separate
t he operator normal inadvertent fromwhat m ght be a

deficient generator. And | will give you an exanple, if
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there were an i ndependent generator in Nova Scotia
supplying that contract to Prince Edward |sland, the
operator in Nova Scotia would be very concerned with the
out put of that generator staying on schedul e throughout
the -- for that hour.

And we have the sanme concerns that the operator of the
generators in Nova Scotia maintain that energy schedul e as
cl ose as possible, keeping in mnd that there are system
conditions that do create this inadvertent, in support of
frequency, for exanple. That generators in Nova Scotia do
provi de AGC. They are on automatic generation control.
They do support system frequency, so there is natural

i nadvertent between the two systens.

- And Nova Scotia Power is working with you in an attenpt

to resolve that issue?

MR. SNOADON: Yes, they are, as a sub-commttee of the

operating conmttee.

- Thank you.

MR. SNOADON: The -- yes, | wanted to add to that. Wat we

are trying to do is to separate these two entities. And
when a generator does go off -- go far outside of an
accepted |l evel of output, then that is where we see that
it goes beyond the inadvertent issue. It's into energy

i mbal ance.
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Q - But just so l'mclear, you are presently discussing the
matter with Nova Scotia Power wi thin your operating
commttee and are quite agreeable to attenpting to resolve
it at that | evel outside of the tariff, insofar as you
can?

MR. SNOADON: | guess I'mnot sure how | should answer that
guestion. Certainly it may -- the tariff may apply if
it's deened that the deviation is outside sone band w dth,
then the tariff would apply. if it stays within what we
consi der normal operations, operator to operator,
certainly that would be inadvertent.

MR. MARSHALL: Could I just add to that?

Q - Could I just have a second please? |'mjust presenting
you with a docunent entitled "M nutes of Interconnection
Operating Conmttee Meeting."

Do you recogni ze that docunent ?

MR. SNOADON:  Yes, | do.

Q - And that was prepared by NB Power?

MR. SNOADON: Yes, it was.

CHAI RVAN: M. Zed, | presune you will be asking to mark
t his?

MR ZED: Yes, M. Chair.

CHAI RVAN:  And that will be Nova Scotia Power 3, would it

be?
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MR ZED. Yes.

Q - | have just asked the panel. They have already testified
that they prepared it. | assune that it accurately
reflects the neeting that was held on the 16th of QOctober
| ast ?

MR, SNOADON:  Yes.

Q - Has anything happened since that tinme to change the

position stated in that letter -- or sorry, those m nutes?
MR, SNOADON:  No.

Q - | would ask the panel then to please turn to Question 12,
page 10 of their evidence?

MR MACNUTT: M. Chairman, is it the intention of M. Zed
to have this docunent nmarked as an exhibit?

MR ZED: | believe it was.

CHAI RMAN:  Yes. It has already been marked, M. MacNutt.

MR MACNUTT: And it was marked as what?

CHAI RVAN:  Nova Scotia Power 3. There are two others which
i nvolved interrogatories on evidence that we will mark in
accordance with the schedul e.

MR. ZED:. Thank you.

Q - In 1998 NB Power | would assune voluntarily adopted the
1998 tariff. What was the driving force behind NB Power
adopting the tariff that you adopted in 1998?

MR. MARSHALL: | think M. Snowdon already stated that in
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the presentation, that the driving force behind that was
the need to neet cross territory access under negoti ations
between the different provinces and the Federal Governnent
for interprovincial trade.
Q - So just so | understand, was there an actual |ega
requi renent that you adopted?

MR. MARSHALL: | believe the actual |egal requirenent did
not cone to fruition in the end. | believe the Province
of Nova Scotia and | think Newfoundl and reneged on the
deal and wouldn't agree to it because of sone offshore
interests in gas and oil.

And so the energy chapter of the agreenent never did
get ratified. But this was NB Power's understanding. It
had made the comm tnent that we would do this. W went
forward with the Government of New Brunswi ck and fulfilled
our obligations, what we sought under the agreenent.

Q - | see. So you were not conpelled by law. And you were
not at that tine regulated by any lawful authority.

| nmean, you weren't subject to the National Energy
Board or the Public Uilities Board or any of those nornal
regul atory bodies, were you?

MR MARSHALL: That is correct. W were not.

Q - ay.

MR. MARSHALL: This was a policy position through
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i nterprovincial trade.

Q - | wonder if you mght turn to attachnment to Vol une 2.
And you will see sone correspondence there both to and
from Hydro Quebec?

MR MARSHALL: What exhibit nunber?

Q - It is attachment to Volune 2. | believe it is in your
evi dence.

MR. MARSHALL: Are you referring to interrogatories,

responses to interrogatories --

Q - Yes.
MR. MARSHALL: -- Vol ume 2?
Q - Yes.

CHAI RMAN:  Sorry. That is A-5, M. Zed.
MR. MARSHALL: That is tab nunber 2 we re tal ki ng about?
Q - Yes.
MR. MARSHALL: Okay. W have it.
Q - I just wonder if you would -- are you both famliar with
the letter fromNB Power and the letter fromHydro Quebec?
O do you want to take a minute to just famliarize
yourself with it?
MR. MARSHALL: W are both generally famliar with the two
letters.
Q - wll, it strikes nme, in reading the Hydro Quebec

correspondence, it appears that a |lack of a regul ated
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tariff was at issue with the Province of Quebec.

Does that appear to be correct?

MR. MARSHALL: | believe it was an issue of Hydro Quebec.

don't think the Province of Quebec was invol ved.

Sorry. Hydro Quebec?

MR. MARSHALL: That is correct.

So that is a yes?

MR, MARSHALL: Yes.

So in 1998 there was no |l egal requirenent. But it nade
good busi ness sense, we woul d assune, for you to adopt
that tariff?

For exanple, the Province of Quebec appeared rel uctant
to do anything without a regulated tariff in place. Was

that an attenpt to nollify Hydro Quebec?

MR. SNOADON: | would not agree with your statenent that it

made busi ness sense. Buy introducing the Through and CQut
tariff it certainly put an open access tariff in place
that all owed ot her people to use our transm ssion system
prior to which NB Power had exclusive rights to use that
transm ssion systemfor its business requirenents.
Therefore it put a limtation on those business interests

i f you woul d.

MR. MARSHALL: Now your second question related to Hydro

Quebec, if | could answer that one?
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MR. SNOADON: Certainly.

MR. MARSHALL: It is my understanding that Hydro Quebec's
initial tariff was passed as a regulation of the
Government of Quebec. | believe it was Regul ati on 659.

And it was -- and in the Gazette in Quebec, the
rational e behind that was to enable Hydro Quebec to apply
for a FERC power marketer's licence in the United States,
was the key driver behind it.

So that was clearly a business interest of the
Provi nce of Quebec as owner of Hydro Quebec in order to
increase its export opportunity access in the United
States. That would be the driver for their tariff.

Q - But the driver for your tariff was not related to that.
And I"'ma little confused. Because basically what | have
just heard M. Snowdon testify to is that by enacting a
certain nunber of rules and regulations, i.e. the '98
tariff, it provided a regi me whereby Qut and Through
service could now be purchased in the province. And there
were some rul es surroundi ng that?

MR MARSHALL: That is correct.

Q - Okay. So surely that was a business reason of yours to
generate transm ssion revenues?

MR. MARSHALL: The -- it was a policy decision of the

government and of NB Power respecting cross-territory
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access under interprovincial trade.

It then enabled third parties who use the systemto
then pay a fee to use transmssion. |In that sense it
generated sonme transm ssi on revenues.

Q - And if you | ook at Hydro Quebec's reasoning in their
correspondence, what they appear to be saying is, we would
be nore likely to do business with you if you were a
regulated utility, if there was a Public Utilities Board,
for exanple, if there were rules to which we could have
resort to a regulatory authority.

In other words, they would be nore confortable if you
were a fully regulated regine. 1Isn't that a fair
assessnment of what that correspondence says?

MR. MARSHALL: The correspondence item zed four issues that
they had with the tariff. The fact that it -- there was
no regul atory environnment to protect the custonmer. |tem
nunber 2 on page 2 of their letter would be one of the
four.

Q - That is fine.

MR SNOADON: | mght add to Bill's point there, that when
sonme of the other issues were resolved in this letter,
Quebec did start using our transmssion tariff. And it
was not before the regulator at that tine. So it wasn't a

deal breaker per se.
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Q - But they did express -- they would have expressed nore
interest had there been a regulated regine in place at the
time. That was one of their issues at the very |east?

MR. MARSHALL: That is specul ation.

Q -1 don't think it is speculation. | nean, they
specifically say it.

MR. MARSHALL: Could you point ne to the letter where it
says they would be nore interested in doing business if it
was a regul atory regi me?

Q - The question was, isn't it a fair inference?

MR. MARSHALL: That is specul ation.

Q - Thank you. Could you please turn to Question 13, figure
5?

MR SNOADON: On M. Bartlett's evidence?

Q - Onh M. Bartlett's evidence, yes.

MR. MARSHALL: Did you say page 13?

Q - Sorry. Page -- Question 13, figure 5. It is on page 12

MR. MARSHALL: Ckay.

Q - Looking at the graph, it would appear obvious that the
lion's share of the exports appear to go to the New
Engl and market. Wuld that be a fair statenent?

MR, MARSHALL: Yes.

Q - And these exports are transmtted through the interface

wher e?
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MR MARSHALL: As M. Snowdon showed on the chart, the tie
line referred to as MEPCO tie line or the --

Q - Thank you.

MR. MARSHALL: -- New England tie line.

Q - Nowisn't it fair to say that one of the reasons New
Engl and is such a good export market is the sheer size of
t he New Engl and market and the interconnect with the rest
of the American markets?

MR. MARSHALL: Not necessarily. New England is actually
very restricted in its transm ssion capability through to
New Yor k.

Q - wWll, why then -- what would explain the | arge vol une of
exports to the New Engl and narket? | nean, obviously
relative to your other markets it is very attractive.

MR MARSHALL: Yes. Well, | think there are two factors.
The size of the New Engl and nmarket, bei ng about a 20, 000
megawatt system conpared to the Maritine area which woul d
be about 5,000 negawatts. So it is a nuch |arger area.
They have a -- having that |arger load there is a higher
need for electricity.

And the other factor is if you can produce electricity
at a |lower cost here and it is lower than their cost
there, then there is an econom c opportunity for themto

buy it and reduce costs.
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Q - And is it fair to say there is a difference in peak
requi renents between the Maritinmes and New England in
terms of timng?

MR. MARSHALL: Yes. Another factor, that they are a sunmer
peaki ng system And we are a w nter peaking system So
it does free up sone resources at a tine when they needed
nore and we have surplus to sell.

Q - So you put all of those factors together and New Engl and
is an attractive market for Maritime power producers?

MR. MARSHALL: Historically it has been.

Q - Thank you. Could we please refer you to -- let nme refer
you to Question 15 on page 13, Panel A evidence. NB Power
was not functionally unbundled at the tinme of inplenmenting
the 1998 tariff. 1Is that correct?

MR MARSHALL: That's correct.

Q - And before | forget, the MEPCO interface, what is the
capacity of that?

MR. SNOADON: As | showed on that slide, it's 700 nmegawatts
north to south.

Q - 7007

MR SNOADON:  Yes.

Q - And in 1998 | believe your testinony is that you
grandf at hered, to use your -- grandfathered certain

contracts that through the IR's, | think, doing a quick
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and dirty calculation they were 60 or 65 percent of that
capacity was grandfathered. |Is that a fair?

MR. SNOADON: Yes. In accordance with the industry
standard, the existing long termfirmcomm tnents of
transm ssion that were in effect during the tinme the
tariff was put in place, were honoured by providing them
wi t h equival ent reservation.

MR MARSHALL: That's consistent with the FERC Order 888
policy in ternms of that FERC woul d not abrogate existing
contracts and honour those contracts so that transm ssion
associated with themunder the tariff would be provided.

Q - Yes. | don't have any issue with the concept, M.
Marshall. But | guess ny question is all of the contracts
that were grandfathered, were they third party contracts?

MR. SNOADON:  No, not all of them

Q - And sone of themwere contracts with -- the ones that
weren't third party contracts, what was the nature of
t hose contracts? Who were they with?
MR. SNOWDON: Those contracts were with NB Power Generation.
Q - And were those contracts with NB Power Generation
supported by third party contracts of any kind?

MR. SNOADON: Yes, they were at the tinme the tariff went

into effect they were supported by long termfirm

conmi t nent s.
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Q - And have any of those contracts expired or been
termnated? O all of the contracts that were
gr andf at hered, have any been term nated or expired?

MR, SNOADON:  Yes.

Q - And what has happened to that capacity or that reserve?

MR. SNOADON:  Again, according to the industry standard or
the proforma tariff practice, the owner of those
reservations were given the right for renewal. 1In the
case of our tariff a one tine right for renewal to
exerci se those rights provided that they did so, or put on
notice of doing so, 60 days before the term nation date of
t hose reservations.

The dates that those contracts --

Q - Excuse ne. But when you are speaking about reservations
were held by -- including the ones held by NB Power
Gener ati on?

MR, SNOADON:  Yes.

Q - Thank you.

MR. SNOADON: | might add al so that those renewal s are
posted on our OASIS site. That's the sane tinme -- open
access sane tine information system And they are
avai l able -- available to any prospective custoners that
wants to have those transm ssion rights. It then -- the

owner of those rights has to match the request for service
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in ternms of duration or he |osses those rights to renewal .

Q - But NB Power Generation, of that roughly 60 or 65 percent
of the capacity that was grandfathered, approxinmtely how
much of that is currently held by NB Power Ceneration?

MR. MARSHALL: | believe all of it is. They exercised those
rights at that tinme when they were renewed. And there
were no conpeting bids, | mght add, for those rights when
they -- when they did termnate -- or prior to their
term nation.

Q - Let's just nove on for a nonent to the other
approximately a third, just to use a rough cal cul ation, of
the capacity that was left in 1998. |In other words, the
capacity that was not grandfathered at that tinmne.

Coul d you briefly explain the process by which you
of fered that capacity to third parties?

MR. SNOADON: Yes. That was offered through what is known
as an open season. Were there was a 60 day period
bet ween January and March during which tinme prospective
custoners could apply for those reservation rights.

Q - And --

MR. MARSHALL: | mght add to that, it's called an open
season and you give 60 days, is that normally in a tariff
it's first conme, first serve. But because this is the

starting point of the tariff you provide a 60 day w ndow
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that every application for service is deened to be
received at the sane point in time. So they are all --
all received any tinme within the 60 days, whether it was
on day 1 or day 60, they are all deened to be received at
the sane tinme. And then an eval uation of those requests
for service was done. And in our case it was done based
on what request provided the |argest net present val ue of
reservation versus value over tine to rank themin order
and then allocate them That was the process we went
t hr ough.

Q - How many bidders did you have? O her than NB Power or
one of its divisions, how many bi dders did you have for
that one-third capacity? Any takers?

MR. SNOADON: There was only one bid and that was from NB
Power Cenerati on.

MR, MARSHALL: And that's simlar to what went on in Quebec.
There was only one bid for Quebec transm ssion and their

tariff went through the same process.

Q - And of that -- so really, of that approximately one-third
who now -- how nuch of it is held by NB Power Generation
or one of the other NB Tel divisions -- sorry, NB Power

di vi si ons?
MR. SNOWDON: How much of that one third to --

Q - Yes. The capacity that was signed out in 1998, what is



- 184 - Cross by M. Zed -
t he status of that now?
MR. SNOADON: That is under long termcommtnent to NB Power
Gener at i on.
Q - So of the approximately -- again, what is that capacity
on that MEPCO interconnect?
MR, MARSHALL: 700 negawatts.
Q - How much of that is currently available that you don't
seek to grandfather under this tariff application?
MR. SNOADON: That interface is fully subscribed.
Q - And who is it fully subscribed by?
A. By NB Power Ceneration.
Q - So if anybody wanted to --
MR. MARSHALL: Just a clarification, there mght -- | think
there may be a small piece of that that's held by another

party. W can check with that at the break.

Q - Athird party. WlIl perhaps if you could -- if you could
confirmthat anpunt. | don't -- | nmean as long as we are
tal king about 2 or 3 or 5 percent, | don't think we wll

need to re-exam ne you on that issue. But really your
testinmony is that substantially all of it is subscribed at
present by NB Power Generation?

MR. MARSHALL: | think that's correct. About 95 percent, |
bel i eve.

Q - So if anybody wants to access the New Engl and mar ket
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through that tie, they have to deal with NB Power
Generati on?

MR. MARSHALL: Yes. Well if they wanted to access the New
Engl and mar ket through that tie, they had the opportunity
to participate in the 60 day open season where the
capacity was available in 1998. And they had the
opportunity to conpete for the grandfathered rights as
they were renewed. They were posted and available to the
public. And they had an opportunity to then conpete by
bi dding a 1 ong enough termto get those rights. That's
t he standard FERC prof orma met hodol ogy of handling
transm ssion rights.

Q - Well thank you for repeating the testinony. But ny point
remai ns that you, through one of your divisions, holds al
of that capacity, or virtually all of that capacity?

MR MARSHALL: That's correct.

Q - And you are seeking to grandfather that with the
i npl enentation of this tariff?

MR. MARSHALL: No, we are not grandfathering anything. W
are in the existing Qut and Through tariff it says that
the ternms and conditions to that tariff will carry over
and be replaced by a newtariff if a newtariff is
approved. So we are -- we have in this newtariff the

standard terns and conditions of a FERC Order 888 tariff
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with respect to long termcontract rights as warranted by
FERC. Those are the ternms and conditions of this tariff.

MR ZED: (kay. Just give ne a nonent, M. Chair?

CHAI RVAN:  Sur e.

MR. ZED: M. Chairman, | have nothing further for this
Panel .

CHAI RVAN:  Thank you. Al right. W wll probably take a
five mnute recess now and it |ooks -- does -- let nme see
-- M. Young, do any of the nunicipals have joint
exam nation of this panel that they wish to pursue at this
time, or are you going on an individual basis with this
panel ? Wy don't you check it out during the five mnute
recess and |l et us know when we cone back in.

MR YOUNG W will being doing it jointly.

CHAIRVAN:  All right. Do you want to cone up to --

MR YOUNG Can | do it in the Saint John Energy slot, if
possi ble, sir?

CHAI RMAN:  That's the slot that you are going to choose for
all joint, is it?

MR YOUNG Yes, M. Chairman.

CHAI RVAN: Al right. So it looks like JDI is next. W
will take a five mnute recess and if you want to nove up
to the front table, sir, go ahead.

(Recess)
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MR, ZED: M. Chairman, just a matter of clarification. M.

Hashey and | spoke in the break and | think one of the

answers may be a bit unclear. |If | could just ask the

witness to clarify with respect to sonething, so nobody

| eaves here with the wong inpression.

CHAI RMAN: Okay. Go ahead.

| just ask the panel to clarify, when | asked the
guestion about substantially all of the reservation is
hel d by NB generation, NB Power generation, | understand
that a certain percentage of that may be conmtted by way

of third party contracts, is that correct?

MR. MARSHALL: The nature of the contracts that that

transm ssion is used for, sone are long termcontracts,
sone are short term sone are market opportunity. The
nature of the New Engl and mar ket has changed and now
operates essentially on weekly-nmonthly -- you know --
capacity in the New Engl and market today is a nonthly
product. So there are continually changing nonthly
contracts.

Long termcontracts are -- | don't know exactly. |
think that long termcontracts are probably in the order
of 40 to -- 40 percent of that capacity is under long term
contract.

Okay. And rather than prolong this |ine of questioning,
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if you go back and check and your answer is nmaterially
different you will cone back and advise us? O herw se we
will accept that answer.
MR MARSHALL: Yes, we can do that.
MR. ZED:. Thank you.
CHAl RVAN:  For the sake of the record, M. GIllis is no
| onger in the room and that's why | didn't call for him
when we took the break.
Al right. J.D. Irving?

CROSS EXAM NATI ON BY MR. SMELLI E:

MR. SMELLIE: Thank you, M. Chairman. | am asking
guestions both on behalf of J.D. Irving and CVE New
Brunswi ck Di vi sion.

M. Marshall, M. Snowdon, good afternoon.

MR. SNOADON: Good afternoon.

MR MARSHALL: Cood afternoon.

Q - I'mnot going to ask you, M. Snowdon, what the
comercial institution is that you serve that has palm
trees outside of it, if I look at page 6 of your
present ati on.

You are the director of the Energy Control Centre,
sir?

MR, SNOADON:  No, | am not.

Q - | heard you say --
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MR SNOADON: |I'msorry. Yes. Yes. Yes. | clarify. | am
acting general manager transm ssion. My official position
is Director of the Energy Control Centre.

Q - The questions get easier from here on.

MR. SNOADON:  Thank you.

Q - Your Panel D evidence, sir, concerns standards of
conduct, network operating agreenents and generation
i nt erconnection agreenents, right?

MR. SNOADON: That's correct.

Q - Are there particular aspects of policy concerning the
tariff that you are here today to discuss in your capacity
as a Panel A nenber?

MR. SNOADON: We are here to deal with the Panel A evidence.
There is nothing specifically in their evidence
concerni ng those agreenents.

Q - Are you prepared to tell ne today, sir, briefly or
explain to me briefly the policy driver behind the concept
of a standard of conduct?

MR. SNOADON:  Yes, we can discuss that.

Q - Go ahead.

MR. SNOADON: I n what context would you like nme to discuss
it?

Q - In the context that was nentioned in your presentation.

MR. SNOADON:  The --



- 190 - Cross by M. Snellie -

Q - Page 5 of your presentation, Exhibit A7, tal ks about
including in the tariff a standard of conduct, and what |
would i ke you to tell me is what is the policy driver
behi nd a standard of conduct involving a stand-al one
transm ssi on conpany?

MR. SNOADON: The driver is to provide open access to the
transm ssion system and in order to do that a standard of
conduct is required that defines the restrictions on the
exchange of confidential information between the system
operator and the market participants. And inherent with
that is the functional unbundling of -- or full separation
of the system operator function fromthe market
partici pants, and the market participant being either
generator or | oad.

Q - Wuld you agree with ne, sir, that what a standard of
conduct does is it purports to ensure that a vertically
integrated utility does not secure a conpetitive advantage
unfairly in acquiring transm ssion rights?

MR. SNOADON: The standards of conduct relate to the
exchange of information.

Q - Standards of conduct ensure that infornation to the
conpetitive side of a utility is on the sane basis as the
conpetitors have access to, correct?

MR. SNOADON: That's correct.



- 191 - Cross by M. Snellie -

Q - And without the standard of conduct which ensures that
will you agree with me that a vertically integrated
utility may have a conpetitive advantage in securing
transm ssion rights, because the information can fl ow
differently than it does to the conpetitors?

MR. SNOADON: | don't know if they have a conpetitive
advantage in securing transm ssion rights. They are al
done through the OASIS system They may have a
conpetitive advantage in the market place if they have
access to information -- nore information than other
people in the market place.

Q - Thank you. How |long have you been the Director of
Strategic Planning, M. Marshall? Another tough question.

MR. MARSHALL: |I'mnot quite sure. | think about seven
years, give or take.

Q - And you have testified many tinmes before this Board and
ot her regul atory boards concerning energy matters?

MR MARSHALL: That's correct.

Q - Wat was your role in the preparation of this application
as the Director of Strategic Planning?

MR MARSHALL: The structure -- rate structure and overal
design of the tariff, the -- was done in ny departnent.
Essentially as Director of Strategic Planning | operate as

a consultant fromthe corporate group to the different
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business units. So in that sense was as providing a
consulting service to transm ssion relating to rate design
of the transm ssion. So there is that aspect.

Al'so | have been involved in negotiations and work
wi th the governnent on energy policy, market design and
nmovenent of the market. So in that sense as a policy
advisor to transmssion in ternms of howthe tariff could
fit in the market place.
WIIl you work for a hold co alittle bit down the road

from now?

MR. MARSHALL: That woul d be speculation at this tine.

Q - You don't know?
MR. MARSHALL: | don't know.
Q - Wwo will you work for, M. Snowdon, when transmi ssion is

creat ed?

MR. SNOANDON: As the director of the control centre?

Q - Yes.
MR SNOADON: | will report to the |1SO
Q - And the I1SOis for the tinme being going to be
transm ssion, as | understand it, is that right? New
Brunswi ck Power Transmi ssion will house the |SO function?
MR MARSHALL: The -- | don't know that that has been
officially decided exactly how that will be done. Qur

understanding is certainly frommarket design committee
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t hey recommended an i ndependence of the operation of the
system but that independence could take two fornms.
Ei t her an i ndependent transm ssion conpany, an independent
trans co or an independent system operator governess panel
t hat woul d overview the operation of the market.

It is our understanding fromthe press rel ease of the
government rel eased by the Departnent of Energy back in
August that the direction they are noving in is for the
i ndependent system operator overview to do the nmarket.

Ri ght now we are -- we do not have specific information
exactly what body will report to who at this point in
tinme.

Q - Thank you. M. WMarshall, under the heading of policy you
tell us in your Panel C evidence -- and | sinply raise it
because you are here to talk policy today with us -- that
specifically the white paper and the work of the New
Brunswi ck mar ket design conmttee were specific New
Brunswi ck public policy directions considered in bringing
this application forward, is that correct?

| am at Question 5, on page 2 of your Panel C
evi dence.

MR. MARSHALL: Yes. It says there in addition to being the
foundation of the New Brunswi ck nmarket as envisioned in

the white paper the tariff design is consistent with
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recommendati ons for inplenentation of the market by the
New Brunswi ck market design commttee, that's correct.

Q - So aml right that the specific New Brunsw ck public
policy directions considered were the white paper, New
Brunswi ck energy policy, and the reconmendati ons of the
VDC?

MR MARSHALL: That's correct.

Q - Thank you. And is it the position of New Brunsw ck Power
that the tariff proposed before this Board and al
el enents of the application are consistent with those two
policy directions?

MR. MARSHALL: Not necessarily.
Q - Wich elenents are not consistent and why not?
MR MARSHALL: | think there are sone inconsistencies
bet ween the white paper and the market design committee
recommendations to begin with, so the tariff cannot conply
with both of themat the same tine.

Q - Well I amcurious to hear about that. Wy don't you tel

me about that?
MR. MARSHALL: You ask nme a question | will answer it.

Q - Wat inconsistencies are there between the white paper
and the market design commttee that your tariff cannot
conply with both of themat the sane tinme?

M. Chairman, | told M. Hashey or asked M. Hashey to
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ensure that his witnesses had a copy of the white paper
with them It's not part of the application, although the
MDC final report is. | have prepared a nunber of copies
at | east for you and your colleagues, sir, and since we
are going that way and | do have ot her questions on it,
maybe | could distribute it and we could mark it?

CHAIRVAN:  WI Il this be a JDI exhibit?

MR. SMELLIE: That's fine by ne, M. Chairman. There are a
few copi es at the back, M. Chairnman.

CHAIRVAN:  This will be JDI-3.

- I'"msorry for the interruption, gentlenmen. M original
guestion was whet her or not your tariff as proposed and
the other elenents of the application are consistent with
the two policy directions which were specifically
considered by you. And your answer to nme was, as | have
understood it, that there are inconsistencies between the
whi te paper and the MDC reconmendati ons and we can't
conply with both of themat the sane tinme. Did | hear
your correctly?

MR. MARSHALL: That's correct. But let ne just clarify.
The intent clearly in this tariff was to conply with the
overall policy direction of the white paper and the
overal |l reconmmendations of narket design. But to the

extent that there are sone issues between the two that are
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in conflict we cannot conply. But generally the tariff as
applied here before this Board is conpatible with the
policy directions of both the white paper and the market
design commttee. There are a few m nor discrepancies

bet ween t hose.

- Those are the inconsistencies that you told nme about?

MR. MARSHALL: There are sone inconsistencies and | can't

recall right off the top. | would have to go back and go
through. But | know in going through market design
conmittee there are sonme of the recommendations that it
was agreed upon at the tinme that were in actual fact
inconsistent with the white paper and the conmttee took
it ontolet themgo. So | would have to go back and
check which specific reconmendati ons where that

i nconsi stency occurs.

- Wuld you do that for nme, please, and put it on the
record when it is convenient?
MR MARSHALL: | can do that.
- Thank you. Now you nentioned the nmarket design conmttee

recommendations in the white paper as specific policy
directions that were considered in developing this
application. Are there other policy directions that |
need to be aware of and on which New Brunsw ck Power

relies in support of this application?
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MR MARSHALL: There are none that | am aware of.

Q - Thank you. Just let nme follow up on an exchange you had
with ny friend, M. Zed. Wen you were tal king about the
capacity of the MEPCO line and how it has been recently
treated, | understood you to say that contracts had been
| et of varying durations with New Brunsw ck Power
Ceneration for a significant portion of that capacity.

Did | hear you correctly?

MR SNOADON: | believe | said that there were reservations
made by or renewed by NB Power Generation.

Q - Right. Wi is NB Power Generation?

MR SNOADON: It's a business unit within NB Power.

Q - So it's New Brunsw ck Power Corporation, correct?

MR. SNOWDON: That's correct.

Q - Right.

MR. MARSHALL: That would be the legal entity. The business
operating entity is NB Power Generation and Marketing.

Q - How does one reserve capacity on a transmssion line? Do
you enter into a contract with the provider?

MR. SNOADON: For firmreservation you put an application
through the OASI S systemand if you are successful in that
process then you enter into a |l egal contract.

Q - So with respect to the capacity that New Brunsw ck Power

Ceneration reserved on the MEPCO |ine, who did they
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reserve it wth?

MR. SNOADON: They reserved it with NB Power Transm ssion.

Q - Wiich is another business unit?

MR. SNOADON: That's correct.

MR. MARSHALL: | mght add that's simlar to the operation
in Quebec where Hydro Quebec is one | egal corporation but
there are -- there is Hydro Quebec Production, Hydro
Quebec Distribution and Trans Energie which is the
transm ssi on business unit. And Hydro Quebec Production
Mar keting enter into transm ssion reservations with Trans
Energi e.

Q - Thank you. So the reservation having been nmade do
understand then that there is a contract as between New
Brunswi ck Power Corporation and New Brunsw ck Power
Corporation for this space?

MR. SNOADON: The contract is between NB Power Ceneration
Mar ket i ng and NB Power Transm ssion.

Q - Is it enforceable?

MR MORRISON: | don't think this w tness can conment on the
| egal enforceability of the contract, M. Chairnman.

MR SMELLIE: That's fine, M. Chairman.

Q - Gentlenen, when we tal k about the conpetitive side of the
utility known as New Brunsw ck Power Corporation are we

tal ki ng about the generation side of its activities?



- 199 - Cross by M. Snellie -

MR, MARSHALL: Yes.

Q - And when we tal k about New Brunswi ck Power Transm ssion
we are referring to what | understand is going to be a
whol | y owned subsi diary of New Brunsw ck Power Hol di ngs at
sonme point in the near future, is that right, as best you
understand it?

MR MARSHALL: As best | understand it, that's correct,
although I don't see that it's relevant for this hearing.

Q - You don't think that New Brunswi ck Power Transm ssion is
rel evant for this hearing?

MR MARSHALL: New Brunswi ck Power Transm ssion is relevant
for this hearing and the terns and conditions of the
tariff and the service that Transm ssion provides is what
this hearing is about. Wether it's a wholly owned
subsidiary or a conpletely independent conpany is
irrelevant to the services that they provide.

Q - Thank you for that opinion, M. Mrshall. New Brunsw ck
Power Transm ssion as | understand it will inherit certain
franchises that are currently held by New Brunsw ck Power
for the provision of transm ssion services?

MR. SNOADON: |'m not sure what you nmean by franchi ses.

Q - I'mlooking at your response to Saint John Energy
I nterrogatory nunber 12, which is part of exhibit A-4, M.

Chai r man.
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| ask the question the way | did because of the | ast
sentence of that answer which says "New Brunswi ck Power
currently has a province-wi de franchise for transm ssion
under the Electric Power Act. And it is expected that New
Brunswi ck Power Transm ssion would inherit that
franchi se.”
Do you see that?
MR, MARSHALL: Yes.
Q - Do you agree with it?
MR. MARSHALL: That is the opinion of NB Power at this tine.
What happens through restructuring and changes to

| egi slation, that nay or may not cone about.

Q - That is the best information we have t hough?
MR. MARSHALL: It is the -- it is what we operate under
today under the Electric Power Act. It is the current

| egal position of the corporation and the current |aw
t oday.

Q - And is it the case that New Brunswi ck Power use New
Brunswi ck Power Transm ssion to be a continuation of the
current nonopoly transm ssion service that the conpany
provi des today?

MR. MARSHALL: Could you restate that question please?
Q - No. But let me try. New Brunswick -- I'mtrying to get

fromyou gentl enen your policy view and position on this
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entity that as | understand it is going to be a stand-
al one entity.
And ny question was really is New Brunswi ck Power
Transm ssion going to be a continuation of the current
nonopol y transm ssion service that New Brunswi ck Power

currently provides in this province?

MR. MARSHALL: W don't know. That is a policy issue of the

government in changing the Electric Power Act going
forward with restructuring. At this tine | can't answer
t hat .

But as | said, and this question is answered, in our
opinion we think that that is what should happen. But
that's not necessarily what will happen.

- Look at supplenentary, Bayside Power information response

21, woul d you pl ease?

MR. SNOADON:  What docunent is that?

MR, SMELLIE: A-6.

CHAI RMAN: Wi ch interrogatory?

MR. SMELLI E: Baysi de Power supplenmentary 21, M. Chairnman.

CHAI RVAN:  Thank you.

- The last sentence of the response to this question is "NB
Power, therefore, sees transm ssion continuing as a
nmonopol y service regulated by the Public Utilities Board.™

See that?
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MR, MARSHALL: Yes.

Q - Do you agree with it?

MR. MARSHALL: Again | said that is our opinion that we
woul d see until -- but whether -- and today that is the
current | aw.

Q - Wat you told nme, M. Marshall, is that you didn't agree
wth ne.

Now t hat | have taken you to the Interrogatory you are
prepared to concur with me that that is what you see at
the present time, correct?

MR. MARSHALL: | said it was our opinion that it should
continue as nonopoly rights, but that we did not have
knowl edge as to whether it would or would not.

But regardl ess of whether it is one or the other, the
| ast statenment here, that transmi ssion is a nonopoly
regul ated service under this Board, we believe to be the
case, as under the current Public Utilities Act today.

Whether it is owned by NB Power or sonebody else, this

Board will have jurisdictional regulatory power over it.
Q - Let nme see -- let ne switch gears here for a bhit,
gentlenmen, and see if we can -- see if | can understand

and make sure that it is clear to nyself and ny clients
why it is that we are here.

Can we agree that the paranmount purpose of the
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application is to have this Board approve an open access
transm ssion tariff?
MR. MARSHALL: That is correct.

Q - And can we agree that an open access transm ssion tariff
is fundanental to the operation of a bilateral market for
power in this province beginning April 1 of next year?

MR. MARSHALL: That is correct.

Q - AmI right in ny understanding that the application for
approval of an open access transm ssion tariff is not
pronpted by any revenue shortfall?

MR. MARSHALL: You are correct in your supposition.

Q - Thank you. And as nmuch as an open access transm ssion
tariff is fundanental to the operation of a bilateral
market, it is equally fundanental, as |I understand it, to
ensure nondi scrim natory access to the nonopoly
transm ssion systemin this province, whoever may own it,
correct?

A. That is correct. Yes.

Q - And have | understood your application correctly in that
it is an equally inportant purpose of the open access
transmssion tariff to ensure maxi num direct access for
New Brunswi ck Power to U S. markets?

MR. MARSHALL: | wouldn't say that is the case.

Q - You wouldn't say what is the case?
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MR. MARSHALL: That that is not a driver behind the tariff.

There may be an incidental piece here that New Brunsw ck
Power Marketing, generation marketing today, sells power
into the U S markets, and all transactions occur at the
bor der.

New Brunswi ck Power Marketing does not have a power
mar keting |icence under FERC, partly because we do not
qualify in terns of providing reciprocal transm ssion
access equivalent to FERC Order 888 until this Board
approves this tariff.

Now after that approval occurs, if it occurs, if New
Brunswi ck Power Marketing chooses to go pursue a power
mar keting |licence, they would have the opportunity to do
so.

But that is not a driver for this tariff. But it does
provide themw th that opportunity should they want to go
forward to do that.

But don't you already have an open access tariff in terns

of your Qut and Through tariff, M. Marshall?

MR. MARSHALL: W have an open access tariff for out and

t hrough --

Ri ght .

MR. MARSHALL: -- but not in to the province. And a FERC

Order 888 tariff requires access at the whol esale level to
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custoners inside the jurisdiction.

Q - So am!l to understand --

MR. MARSHALL: NB Power could not unilaterally put that into
its tariff in 1998 because it required |egislative changes
to the Power Act.

Q - And are you making this application to provide an access
to the New Brunsw ck power market for U S. power
suppliers?

MR. MARSHALL: The effect of this application will be to
provi de access to the New Brunswi ck market for any
el igi ble power suppliers.

Q - And will also open the opportunity for the devel opnment of
a New Brunsw ck Power U. S. nmarketing affiliate, correct?

MR. MARSHALL: It provides that opportunity.

Q - One that you thought worthy of nentioning in your
evi dence, correct?

MR MARSHALL: | believe it is nmentioned in the evidence.
But again the fundamental driver for this application is
to provide an open access tariff as the foundation of a
bil ateral market in New Brunsw ck.

Q - Can you tell nme whether New Brunswi ck Power has sought a
power marketing authorization from FERC?

MR. MARSHALL: |'m not aware that we have.

Q - Are you, M. Snowdon?
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MR SNOADON:  No, |'m not aware.

Q - There nust be some attractiveness to the notion of a
power market authorization, M. Mrshall, because in 1998
t he benefits of such an authorization didn't warrant a
FERC conpl i ant open access tariff, aml right? You didn't
seek it then?

MR. MARSHALL: No. W did not seek it then. And could you
repeat the first part of your question? | missed it.

Q - The first part was -- well, let nme restate it. | gather
your thinking has evol ved sonewhat since 1998 in that at
that time the benefits of a power marketing authorization
into the United States didn't warrant your proceeding with
a FERC conpliant open access tariff?

MR. MARSHALL: The -- at that point intime w legally were
not able to conply with a FERC conpli ant open access
tariff.

And as M. Snowdon said earlier, and | reiterated,
that was not the driver behind the opening of the
transm ssion systemin 1998.
The opening of the systemin 1998 was to provide
cross-territory access conpatible with the targets of the
i nterprovincial agreenment on trade.
Q - Just look at page 7 of your Panel C evidence, M.

Marshall, on exhibit A-2 please? Were | read you as
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sayi ng, you did not pursue a power marketing authorization
status in 1998 for two reasons. Firstly, it was
guesti onabl e whet her the benefits would justify the
additional costs of setting up a US nmarketing conpany.

See that?

MR. MARSHALL: What page?

- Page 7, line 26.

MR. MARSHALL: That's correct.

- Your thinking has evol ved, correct?

MR. MARSHALL: No. We still don't know whether it -- there

woul d be benefits of pursuing a power marketing status.
That's an issue for NB Power Ceneration and Marketing to
deal with. They may or may not apply for a status. Wat
| said earlier was approval of this tariff will put them
in a position where they have the opportunity to apply for
it should they wi sh to.

- Correct. They can't apply unless they have the FERC

conpliant tariff, correct?

MR. MARSHALL: That was a condition of reciprocity in FERC

that you provide reciprocal access to your system under
conparable terns to what the others were providing on the
other side. So it required two things.

It required access to the system at the whol esal e

| evel. Meaning that municipal utilities, their |oads were
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avai l abl e for conpetitive access. And you operated your
system under Order 889 conpliant functionally unbundl ed
code of conduct and OASI S system Those are the two
requi renents under FERC for reciprocal access.

We opened our systemonly for Qut and Through
transm ssions. W did not have the ability to provide
conpetitive access to Saint John Energy, Gty of
Ednundst on or Perth- Andover at that point in tinme under
the Electric Power Act.

Q - In 1998 | put it to you, M. Marshall, according to your
evi dence your conpany consi dered whet her the benefits of a
power marketing authorization from FERC would justify the
additional costs of setting up a US narketing conpany, and
concl uded that those benefits were questionable. Have |
under st ood your evidence correctly, sir?

MR. MARSHALL: M evidence says it was questionabl e whet her
the benefits would justify the additional costs. And
secondly, the Electric Power Act woul d not enable
provi si on of whol esal e access in New Brunswi ck that woul d
be sufficient to satisfy their FERC reciprocity
requirenent.

Q - Ddthe conmpany in 1998 put its mnd to the question of
whet her the benefits of a FERC power narketing

aut hori zation would justify the additional costs of
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setting up a US nmarketing conpany, yes or no?

MR. MARSHALL: | would say it was the -- every utility in

Canada bordering the United States was review ng
internally whether or not -- howit would respond to FERC
Order 888 and its need for reciprocity.

Were you?

MR. MARSHALL: W were reviewing it at the tinme.
- And you concluded that it was questionable, correct?

MR. MARSHALL: | said it was questionabl e whether the

benefits would have justified the additional costs. Plus
legally we did not have the ability to provide the
reciprocity required.

Way did you bot her considering whether the benefits would

outwei gh the costs if it wasn't |egal ?

MR. MARSHALL: Because in this particular point I'mtrying

to explain what has actually gone on in the inplenmentation
of Qut and Through, and what happened in ot her
jurisdictions in Canada. That nmany other jurisdictions
and utilities pursued open access solely to get a FERC

mar keting licence. And the driver behind it for them was
a FERC marketing licence. That was not the driver behind

NB Power. That's all I'mtrying to say.

- And is it New Brunswi ck polices -- is it New Brunsw ck

Power's position that if this OATT is approved, New
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Brunswi ck Power or sone affiliate entity subsidiary of New
Brunswi ck Power is going to seek a power marketing
aut hori zati on?

MR. MARSHALL: | already responded to that. They will have
the opportunity to do so. | amnot aware of any intention
of marketing as yet to do that. That's a decision they
wi 'l make.

Q - Thank you. A second principal purpose of this
application, gentlenmen, as | understand it is to have this
Board approve changes in the nethodol ogy by which
transm ssion rates are determined. AmI right?

MR. MARSHALL: What rates are you referring to that are
bei ng changed?

Q - Wat | asked you, M. Marshall, as to whether or not --
is whether or not a second principal purpose of this
application is to have the Board approve changes in the
nmet hodol ogy by which transm ssion rates are detern ned.
Am 1 right?

MR. MARSHALL: W are asking this Board to approve the
nmet hodol ogy that we have put in the application for this
tariff.

Q - Is that the sanme nethodol ogy by which transm ssion rates
are determ ned today?

MR. MARSHALL: Which transm ssion rates?
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Q - New Brunswi ck Power's transm ssion rates.

MR. MARSHALL: The transmi ssion rates for Qut and Through
were not cal cul ated and determined in the sanme manner that
we have proposed in this tariff. |If that's your question,
the answer is yes.

Q - You don't operate pursuant to a perfornmance based rate
maki ng net hodol ogy today, do you?

MR. MARSHALL: Today? Well, the transmission rates that are
Qut and Through are not under perfornmance based rates.

But our -- the overall rates, integrated rates for al
custoners for integrated distribution transm ssion,
generation supply today is under a quasi perfornmance based
rate in the sense that it's under a rate cap type of a

| egi sl ati on where we can raise rates at 3 percent or |ess
wi t hout the need for approval of this Board.

Q - So you wouldn't agree with ne then, | take it, M.
Marshall, if | suggested to you that based upon ny limted
under st andi ng of how you currently do busi ness today, that
if this application is approved in total, that that would
anount to a reasonably significant change in the
nmet hodol ogy by whi ch you conpute transm ssion rates?

MR. MARSHALL: It amounts to a change in the way that we do
transm ssion relative to what we did in the Qut and

Through tariff. And the result is a 25 percent reduction
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in the rate.
Do you agree with ne, gentlenen, that FERC does not
require that any particular rate methodol ogy be used to

establish transm ssion rates?

MR. MARSHALL: FERC requires that transm ssion rates have to

meet their pricing principles.
Do the FERC pricing principles prescribe a certain rate

nmet hodol ogy?

MR. MARSHALL: No. They are open to varying types of rates.

- Thank you. And by that | nmean that under the

transm ssion pricing policy of FERC what you are telling
nme is that rates could be established under several
nmet hodol ogies. Traditional rate of return, performance

based rates and so on. Is that fair?

MR. MARSHALL: The rates -- FERC pricing principles are that

rates nmeet a revenue requirenent, provide conparable
service, nmeet the principle of conparability that you
treat yourself the sane way as you treat others using your
syst em

There are -- there is a jurisprudence in FERC as to
what are legitinate costs to be included in the tariff and
what are not. All of those things are to be adhered to.

The standard FERC approach is a postage stanp rate

ordered in the proforma of Order 888. But there are other
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rates that have been accepted by FERC. And FERC wi ||
accept other rates and tariffs if they are deened to be
superior to Order 888, but not if they are |less than that.
Q - Al right, sir. Does your current rate structure pass
that test, M. Marshall?
MR MARSHALL: Current rate structure was based on FERC
principles at that tinme in sone ways. There are sone
di screpancies init. W did at that tinme essentially
separate charges for separate uses of the system and then
t hey were pancaked toget her dependi ng upon what -- where
the service went to. So it was a different structure.
Q -1 will take that as a yes?
MR MARSHALL: | don't know. We did not submt our tariff
to FERC for approval, so | couldn't comment on it.
Q - And this one isn't going to be submtted to FERC for
approval, is it?
MR, MARSHALL: No.
Q - Can we at least agree with this -- on this point
gentl enmen, that the paranount need to have a FERC
conpliant open access transnmission tariff in place for
next April is an issue that is distinct fromthe
parti cul ar met hodol ogy that you propose to enploy to
establish rates for New Brunsw ck Power transm ssion?

MR. MARSHALL: | don't quite understand the question. [|'m
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just going to try to sort it out. You are saying that the
need to have the tariff in place is distinct fromthe
actual rates that are in the tariff. 1s that your
guestion?

Q - No. W talked alittle while ago about the need to have
an open access transm ssion tariff conpliant with FERC
requirenents in place for purposes of reciprocity as an
exanple. Do you renenber that?

MR. MARSHALL: You said we need to have a -- if we are going
to meet reciprocity requirements with the U S. we need to
have a tariff that is conpatible with FERC requirenents.

Q - And FERC doesn't require you to have a deened capita

structure to do that, do you -- does it, or do you know?
MR. MARSHALL: | don't know what FERC requires relative to
t hat .

Q - Do you know - -

MR. MARSHALL: FERC requires that the tariff be based on a

revenue requirenent.
Q - Yes.

MR. MARSHALL: And the revenue requirenent requires sone
type of capital structure O and Mcosts, rate of return
interest. Al of those factors.

Q - Do you know whether a FERC conpliant open access tariff

requi res a deened capital structure?
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MR MARSHALL: No, | do not.

Q - Do you know whether FERC requires in order that there be
a conpliant open access tariff in place a return on
equity?

MR. MARSHALL: It's ny understanding that that's the case,
but you are getting into details that are outside ny range
of evidence. You should address that to Panel B

Q - wll why don't we | ook at your evidence. Wy don't you

| ook at response 13 or the response to J.D. Irving | R13.
MR MARSHALL: |Is that in the --

Q - That is in A-4, M. Chairman. The question was is it
possible for NB Power to file a FERC conpliant QATT that
does not include, one a deened capital structure, or two,

price cap regulation. And the answer is yes. And the
information | was |ooking from-- for fromyou, M.
Marshall, as a policy witness was whet her or not FERC
required a return on equity in order to have a FERC
conpliant OATT. And you tell ne you don't know, correct?
MR. MARSHALL: Whether they require it? Again, | think that
the situation is that if a utility was willing to go to
FERC and say we don't require any return on equity, we are
prepared to have the zero return just to prove these rates
and they are |ower that the Board -- FERC woul d probably

approve them The issue is what's -- a return on equity
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is a reasonabl e cost of the noney and of the piece that
goes into it that nmake up the revenue requirenent.

Let's not --

MR. MARSHALL: And FERC t hen approve those pieces that are

in the revenue requirenent just as this Board is expected
-- has a jurisdiction overlooking at the revenue
requi renent here, determ ning what's acceptable and what
is not. And on the basis of that revenue requirenent you
then come up with a tariff design

Do you know whet her in order to have a FERC conpli ant
OATT under Order 888 whether you need to recover a paynent

inlieu of taxes in your rates?

MR. MARSHALL: The -- whether FERC -- again what are the

conmponent pi eces that make up the revenue requirenent?
FERC woul d | ook at those just as this Board will | ook here
at these issues, decide what's reasonable in the revenue
requi renent and then | ook at designing the rates to
col l ect that.

Now whet her or not FERC accept paynent in |ieu of

taxes is irrelevant to this hearing. It's up to whether
this Board will accept it or not.
Well if the tariff doesn't provide for sufficient

reciprocity, it's not going to be FERC conpliant, agreed?

Surely?
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MR. MARSHALL: FERC -- when FERC | ooks at reciprocity they
are looking at two major -- at -- the najor issue is
whet her you have open access to the whol esal e | evel,
whet her or not you have the tariff based on a reasonabl e
design, that the tariff it nmeets the principle of
conparability so that you are providing for just and
reasonabl e rates w thout undue discrimnation. And that
you charge yourself use of the system under the sanme terns
as you charge third parties. That's what FERC wants for
reciprocity.

Q - None of that has got anything to do with rate

nmet hodol ogy, does it, M. Marshall?

MR. MARSHALL: | think some of that has to do with rate
nmet hodol ogy.
Q - | thought you would say that. 1Is it the position of New

Brunswi ck Power that recovering a paynent in |lieu of taxes
is essential in order to nmake this proposed tariff FERC
conpliant?
MR. MARSHALL: | don't know that it's connected to FERC

conpliancy at all.

Q - Thank you. From the corporation's position, gentlenen
whose idea was it to include a price cap framework, or
PBR, in this application? Was it the corporation's idea

to sponsor testinony and request an order of this Board
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i npl enenting a price cap framework, or do you know?

MR. MARSHALL: W put the application in with it. So yes,
we decided to pursue a performance based rate.

Q - \Wio originated the idea? Dr. Mrin?

MR. MARSHALL: | believe the idea actually originated out of
di scussions that we were having early on | ooking at how we
-- how we structure return in the tariff. Dr. Mrin was
present and we were discussing our current rate cap
| egi slation and other factors in how we go forward. So |
think he was party to that. Wether it was his specific
idea | don't recall.

Q - As a matter of policy, gentlenen, does New Brunsw ck
Power consider that its ownership by the Province of New
Brunswi ck shoul d benefit the people of the Province of New
Brunswi ck?

MR MARSHALL: Under the Electric Power Act, we have a
mandate to provide electricity for users in the province
and to provide it at reasonable conpetitive rates, provide
for reliability. That's our mandate. Now to the extent
that reasonably priced electricity has value to citizens
and customers in the province, that's our objective.

Q - Sorry. Maybe it's just because it's getting late. Was
that a yes, M. Marshall?

MR. MARSHALL: Wbuld you repeat the question?
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Q - Does the province -- does New Brunswi ck Power consi der
that its ownership by the Province of New Brunsw ck shoul d
benefit the people of the Province of New Brunsw ck?

MR. MARSHALL: Yes. You seemto tw st those words. Do you

want to repeat that again for nme, please. I'ma little
slow. It's late in the day here, too.
Q - Does New Brunswi ck Power consider that its ownership by

the Province of New Brunswi ck should benefit the people of
New Brunsw ck?

MR. MARSHALL: Again as | said, the -- our mandate is to
provide electricity at reasonable conpetitive rates. To
the extent that benefits the people we benefit the people.

If you are trying to get in the point that if -- because
of the fact the government owns the utility does the
government come around and do sonething else to benefit
the people, | mean | think the fact there is a Crown
corporation in the province and we have provided
conpetitive electricity rates for a long tine, governnent
ownership of the corporation | believe has benefited the
peopl e of the province.

Q - Thank you. And has it been a benefit of the province's
owner ship of New Brunsw ck Power that the conpany can and
in fact has operated with a higher debt to equity ration

than if it were an investor-owned utility?
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MR, MARSHALL: Yes.

Q - Thank you. And New Brunswi ck Power's rates as | am
instructed have reflected its actual capital structure
over time, is that your understanding as well?

MR. MARSHALL: Up to this point in time, yes.

Q - And those rates have not up until this tinme reflected a

mar ket based return on equity?
MR MARSHALL: That's correct.

Q - And here is one that I can ask you even at 11:00 o' cl ock
at night, M. Marshall. Can we agree, you and |, that the
rates of New Brunswi ck Power over the years have been just
and reasonabl e?

MR. MARSHALL: | think they have been, yes.

Q - The current application proposes transm ssion rates based
on a price cap framework using a deened capital structure
and a market based return on equity, fair?

MR MARSHALL: That's correct.

Q - In that sense it reflects a structure that is much nore
anal ogous to an investor-owned utility, fair?

MR. MARSHALL: In line with that, yes. And Panel B w ||
have nmuch nore to say about this |I'm sure.

Q - Oh, I'mjust dealing with at a high level, M. Mrshall,
| can assure you.

Do you think it is appropriate or inappropriate for
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this Board to consider ownership by the province as being
simlar in nature to private ownership?

MR. MARSHALL: In this application | think it's appropriate
for the Board to consider ownership equivalent to private
ownership. Qherwi se we woul dn't have made the
application as we did.

Q - Thank you. And I'mat line 10, that "this", referring to
the rate design procedure summarized in the first of
FERC s transm ssion pricing policies statenent, procedure
was applied to develop relevant rate schedules that would
be applicable within the public policy directions of New
Brunsw ck. See that?

MR, MARSHALL: Yes.

Q - And you have told ne that are no other policy directions
that | should be |ooking to other than those that appear
in the answer to Question 5, correct?

MR. MARSHALL: Those are the -- those are the two published
policy reports available that relate to a transm ssion
tariff.

Q - There are no other policy statenents or public policy --
what is a public policy direction, M. Marshall, just so
we are clear?

MR. MARSHALL: The -- well, the white paper is the energy

policy for the Province. That is clearly one.
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Q - That's one. Market design conmttee.

MR. MARSHALL: Market design is another.

Q - And you told ne there were no others that | should have
regard to about 20 m nutes ago, do you renenber that? |
got the sense you wanted to --

MR. MARSHALL: Now relative to -- and | think we are trying
totwist alittle bit here. This evidence is for Panel C

And relevant to Panel C, what we are tal king about here
are what are the policy issues related to the design of
the tariff.

Q - You are here to talk about --

MR MARSHALL: And so that's it.

Q - You are here to tal k about policy, M. Marshall?

MR. MARSHALL: Yes, we are. W are also dealing -- the
evidence of M. Bartlett in Panel A But those references
on that page are specifically related to policy related to
tariff design

Q - Wwo is the policy witness that | can talk to about rate
nmet hodol ogy, you?

MR. MARSHALL: Rate nethodology is related to those, yes.

Q - Thank you.

MR. MARSHALL: That's what we are tal king about. You are
tal ki ng now about not rate methodol ogy. You are talking

about revenue requirenent nethodology. That's a different
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issue. That's Panel B that will deal on rate of return
and portions of that, and the other portion of Panel Cin
terms of O and Mrel ated costs.

Q - Thank you for your help, sir. Can you tell ne whether or
not the white paper or the nmarket design comrittee's
report tell us that the current rate methodol ogy is not
just and reasonabl e and nust be changed?

MR. MARSHALL: | don't think they make any statenment one way
or the other about rate methodol ogy.

Q - Thank you.

MR. MARSHALL: O her than the specific recommendations of
mar ket design in terns of what billing determ nants are
paraneters related to a tariff.

Q - Do you have a copy of the white paper handy?

MR MARSHALL: Yes, | do.

MR SMELLIE: JDI-3, M. Chairman.

Q - Let's look at Roman Nuneral V, page Roman Nuneral V, M.
Marshall, M. Snowdon. How are you doing, M. Snowdon?
kay?

MR SNOADON:  Fi ne.

Q - This is the first page of the executive sunmary. Do you
have it there?

MR, MARSHALL: Yes.

Q - And I'mlooking at the first bullet at the bottom of the
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page. And a key statenent in the white paper and
accordingly policy is that the Province will proceed with
a deliberate and controll ed approach to electricity
restructuring. Do you see that?

MR MARSHALL: Yes.

Q - It's a phrase that | have conme to understand is fairly de
rigueur here in New Brunswick. It crops up in virtually
every governnent statement that | have seen concerning the
future of New Brunswick Power. It is a phrase that you
are famliar with, | take it?

MR MARSHALL: Yes.

Q - What does it nean?

MR. MARSHALL: Deliberate and controlled approach.

Q - What does that nean to New Brunswi ck Power as a matter of
policy?

MR. MARSHALL: What it nmeans is -- and it conmes from not
just the white paper, it cones fromthe Select Conmttee
on Energy that was a |legislative commttee that had public
heari ngs around the province, had input fromindustry,
citizens, various parties, interested groups. Wote a
report to the governnent and on that said, we need a
managed transition to inplenentation of a nmarket.

The white paper then went on and | ooked -- follow ng

fromthat, said we are going to provide with this nanaged
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transition in a deliberate, controlled approach.

The intent here was that we are not going to subject
all the custonmers in New Brunswi ck, directly or
indirectly, to the whins of the marketplace as they did in
Al berta, California and Ontari o.

We are going to have a slow, deliberate, controlled
process which will allow a market to evolve, but we wl
not subject custonmers in New Brunswick to the volatility
of the market. That's what it refers to.

Q - Let me just get that down. Not subjecting all customers
to volatility of the market.

Now is there a -- in your viewis there a getting it
ri ght conponent to the phrase "deliberate and controlled"?

In other words | take "deliberate and controlled" to
mean getting the details of restructuring right the first
time, as opposed to just getting it done. Do you agree
with that?

MR. MARSHALL: | would agree that that is partly the case.
That is why this whole process has taken sone five years
to get to where we are today.

It started in January of 1998 with a gover nnent
di scussi on paper, went through a consultant's report on
structural options, went through their restructuring, the

| egi slative commttee hearings and report, went through to
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this point of the white paper, went through a market
design commttee to make -- to have nore stakehol der
i nvol venent and review, until we got up and changed the
| egislation of the Public Uilities Board to give them
jurisdiction over a transmission tariff. W filed this
tariff to get us here.

It has taken us five years fromthat point till we get
to the basis of a market being this transmssion tariff as
a foundation of the market. It has been a very deliberate
controlled approach to try to get it right up to this
point as to what should be in that nmarket.

Q - And when you said that is part of it -- ny question to
you is, is it inportant in the view of New Brunswi ck Power
to get this right the first tine?

MR. MARSHALL: Yes. It is inportant |I think for not only NB
Power. It is for all of our custoners and al
participants in the narket that we do a reasonabl e job of
having this market work.

And | think we have done that. The process that the
government has gone through to get us to where we are has
given plenty of opportunity for participation in the
process.

Q - | thought we were on all fours there, M. Marshall. But

isn't the nost critical conmponent to the success of this
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restructuring getting the details right the first tinme?

| nmean, don't you just read The G obe And Mail, and
you get volatility in other jurisdictions? It is
inmportant to get the details right, critically inportant,
isn't it?

MR. MARSHALL: The -- it is inportant to get the overal
policy right. And then after that it is inportant, as you
peel down and peel off the |layers of the onion that you
get each |l ayer correct on the way down.

What New Brunswi ck has done is gone through a process,
froma policy point of view, that is taking a deliberate,
controll ed approach to inplenmentation of this market.

That approach is as | said, went through all of the
groups, hearings, parties to get us to this point.

The foundation of a market is a transm ssion tariff.
That is why we are here. W have laid this tariff down in
front of this Board in order to provide the basis on which
this market can then be constructed and go forward. From
a policy point of view, those are the big issues.

Now t here may be details in the tariff that you have
issues with. That is why we are here. Put your case
before the Board and | et them nmake a deci sion.

- Thank you. Over the last five years when and how did PBR

get into the m x?
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MR. MARSHALL: PBR has al ways been in the m x ever since
1993 or "4 | believe when the |egislation was changed and
NB Power has been under a rate cap type of legislation
where we could raise rates 3 percent or inflation,
whi chever is higher, and not have to cone to this Board
for approval. That is a type of perfornmance-based rate
structure.

Q - The Province of New Brunsw ck, M. Marshall, as
understand it, depends considerably on an energy-intensive
econony. Can we agree on that?

MR, MARSHALL: Yes.

Q - And we also agree, sir, that energy costs are a
significant input costs to many industrials in New
Brunswi ck?

MR MARSHALL: Yes, sir, we understand that.

Q - Do you also understand that energy costs are of
fundanmental inportance to the continuing conpetitiveness
of New Brunswi ck's energy-intensive industries?

MR. MARSHALL: Yes, | agree.

Q - And | will go for the hone run here, can we agree that
conpetitiveness is particularly inmportant as regards the
U.S. Northeast, which is a major export market for New
Brunswi ck i ndustry?

MR. MARSHALL: Do you want to repeat that again? Just the
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home run, | don't quite understand it.
- Can we agree that the conpetitiveness of New Brunsw ck
industry is particularly inmportant in relation to the U S,
Nort heast, because the U. S. Northeast is a mjor export
mar ket - -
A.  Ckay. Yes.
-- for New Brunswi ck products nmade by energy intensive
i ndustries?
MR. MARSHALL: | agree.
- Thank you. And in fact the U S. Northeast is a market

that your conpany is famliar with because you do a | ot of

busi ness there?

MR. MARSHALL: We sell at the border to market participants

who then take the power and resell it into that

mar ket pl ace, yes.

Sorry, | msspoke nyself. And in doing that you try to
t ake advant age of energy prices, power prices which are

anongst the lowest in the region, right?

MR. MARSHALL: No prices don't have anything to do with it.

The -- what we hope for his high prices in New Engl and
and |l ow costs in New Brunswi ck, so we sell |ow cost energy
into a high price nmarket to make as nuch margin as

possi bl e.

MR. SMELLI E; Excuse ne one minute, M. Chairnman. M.
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Chairman, there is a particular reference that | don't
have and that | need. | appreciate it's only 25 after by
my watch, would it be a convenient tinme to rise for the
day?
CHAI RVAN:  Yes, it would, M. Snellie. W wll rise until

9: 30 t onorrow nor ni ng.

( Adj our ned)

Certified to be a true transcript of the proceedings of this

hearing as recorded by nme, to the best of ny ability.
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