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CHAI RVAN:  Good norning, |adies and gentlenmen. First
off the Board will have to rise at quarter to 12: 00 and
reconvene at 2:00. Conm ssioner Sollows is a pall bearer
at a funeral at |unch today.

Are there any prelimnary matters?

MR. MORRI SON: M. Chairnman, yesterday there were
think three undertakings that were given. And | believe
we are in a position to place sone responses to those
undert aki ngs on the record.

CHAI RVAN:  Good.
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MR MORRISON: M. Marshal | ?

MR MARSHALL: Yes. The first one was about the anount of
reserve capacity at the MEPCO interface. O 700 negawatts
at MEPCO 670 negawatts is with New Brunsw ck Power
Mar ket i ng of which about 30 percent was done through the
ori ginal open season and about 70 percent through renewal s
of contracts that were honored at that tinme when they cane
up for renewal.

28 negawatts is for the AVEC Weeling contract from --
Wheel i ng contract fromnorthern Maine through to MEPCO to
sout hern Maine. That is 28 negawatts. And there is 2
megawatts of unsubscri bed capacity avail abl e for anybody
who is interested in purchasing it. And that total is 700
nmegawat t s.

The second itemrelated to the percentage of the 670
megawatts of NB Power Marketing reservations that are
bei ng used to deliver firmcontracts.

And about 33 percent of that is under a long-termfirm
contract. And the renmainder is used for the nature of the
New Engl and market for nmonthly firm capacity contracts.

It's utilized about 90 percent, up to the total --
about 90 percent of the total is utilized fromApril till
Cct ober and about 50 percent of the total is utilized

through the winter for firmcontracts.
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The third point was the differences between the Wite
Paper and the market design commttee report, was
requested by JDI. One of the differences is that exit
fees in the Wite Paper were to be based on the cal endar
year 1999 load. And that's at pages 23 and 25 of the
Wi te Paper.

In the market design commttee report under
Recommendation 990, the exit fees are to be based on the
actual load at the time of notification of exit. That is
at page 71.

Also in the Wiite Paper, standard offer supply was to
be provided to all customers who chose not to go into the
conpetitive market under termnms, conditions and prices
simlar to the service they now get.

Now that is simlar to the Wihite Paper -- to the
mar ket design. But the method of delivery was different.

In the White Paper that was to be done by entitl enent
contracts to the whol esal e custoners and the | arge
i ndustrial custoners.

In the market design commttee report it is to be done
under a single vesting contract fromthe heritage assets
to the standard offer supplier who would then in turn
provi de regul ated rates to custoners.

The other -- the last itemthat | canme up with --
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there may be a few others -- but the last one | found here
is that the Wiite Paper makes a cl ear reconmendati on
related to performance-based rates to direct the Public
Utilities Board to adopt |ighthanded perfornmance-based
regul ation. That is on page 29.
The market design committee noted the recommendati on

of the Wihite Paper but said that it was not fundanental to
t he objectives of the market design commttee. So it
chose to make no recomrendation related to perfornmance-
based ratemaking. That's it.

CHAI RMAN:  Any other prelimnary matters?

M. Marshall, just carrying on with the | ast

di fference between the Wiite Paper and the market design
commttee. Yesterday you referred to the statutory
ability of NB Power to increase its rates by up to 3
percent w thout appearing before the Board as a
per f or mance- based type of rate cap regul ation.

MR. MARSHALL: Generically --

CHAI RVAN:  Generically.

MR, MARSHALL: -- so --

CHAI RVAN: | had the same conversation with Ms. MacFarl ane
in the Lepreau hearing. The 3 percent cap on rates is not
really price cap regulation at all, is it? 1In other words

it is not a perfornmance-based kind of ratenaking?
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MR. MARSHALL: It is alimt on how our overall revenue
requi renent restricted increase to 3 percent in overal
rates to all custoners as the average rate.

It is not restricted to 3 percent. |In each specific
rate class there is some roomfor novenment between that.
CHAI RVAN: | know. But what it is is it nmeans that you can
i ncrease your rates by 3 percent each year without

appearing before the Board?

MR. MARSHALL: That's correct.

CHAI RVAN:  That's right.

MR. MARSHALL: That's correct.

CHAIRVAN: It is not a perfornmance-based ratenaking
nmet hodol ogy?

MR. MARSHALL: Well, not directly. But we want to perform
as well as we can so that we -- not that we don't like to
come down here all the tine. But to avoid the need to
conme is an incentive for us to performwell enough to stay
within the 3 percent.

CHAIRVAN:  I'mnot going to go any further with this.

Al right. M. Snellie?
MR. SMELLIE: Thank you, M. Chairman.

CROSS EXAM NATI ON BY MR._SMELLI E (conti nued):

Q - M. Marshall, just help ne with the last of the

di screpanci es between the White Paper and the market
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design commttee's final report on the matter of PBR
Did | hear you say that | should | ook at page 29 of
the White Paper to find a reconmendation related to PBR?

MR. MARSHALL: Yes. On page 29, the paragraph at the top,
the last line in bold print, "The Province will direct the
Board to adopt a |ighthanded perfornance-based net hod of
regul ation.™

That is page 29 in the official Wite Paper copy,
okay.

Q - Do you know what page it is in the exhibit?

MR MARSHALL: No. But | could find out.

MR. SOLLOWE: Page 28. Page 28. The first paragraph -- the
last line in the first paragraph.

Q - Is the Province's direction an exhibit in this
proceedi ng, M. Marshall? The statenent says the Province
will direct the Board to adopt the |ighthanded perfornmance
based nmet hod of regulation. M question to you is is the
Province's direction in evidence in this proceeding?

MR. MARSHALL: | believe you put in evidence the Wite Paper
yesterday. The White Paper says the Province will direct
the Board to adopt |ighthanded performnce based met hod of
regul ati on.

Q - So you take this to be the direction, do you?

MR. MARSHALL: | take it for what it says on the page.
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Q - Do you take it to be the direction?

A | take it to be -- given that this is the -- a Wite
Paper was accepted by the Province of New Brunsw ck as the
policy under which they are going to nove to devel op an

el ectricity market structure and renove to change the
Power Act and inplement policy, | take it as the policy of
t he Province of New Brunsw ck.

Q - Thank you, sir. GCentlenmen, when we |left off yesterday we
wer e having a discussion about and | think you had agreed
with me that the Province depends on an energy intensive
econony and that energy represents a significant input
cost to many New Brunsw ck industries and so on and so
forth. Do you recall that, M. Marshall?

MR, MARSHALL: Yes.

Q - Al right. And | had suggested to you that the U S.
northeast is a major market to which at |east at the
border today New Brunswi ck Power sells a lot of profitable
surplus power. DO you recall that?

MR, MARSHALL: Yes.

Q - Sonmething in the order of 18 percent of your revenue
conmes from export power sales, have | got that right?

MR. MARSHALL: It's -- subject to check it would be -- it
woul d vary fromyear to year dependi ng upon the pricing of

electricity in that northeast market, so it i s sonewhat
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vol atile driven by natural gas prices, so it changes from
year to year, nonth to nonth, day to day.

Q - | got that nunber fromthe Wiite Paper, so at whatever
timng the White Paper was focusing on it was accurate at
the time?

MR. MARSHALL: | woul d say yes.

Q - And in fact in the year ended in March of this year your
gross margi ns on export sales were a record high of sone
$170 million, do | have that right?

MR. MARSHALL: Are you referring to our annual report there
where that nunber cones fronf

Q - W could do that if you would IiKke.

MR. MARSHALL: Well if you could give ne a reference | could
check. It sounds abut right but I would like to be able
to verify it.

Q - Tab 4, exhibit A-5. Sorry.

MR. MARSHALL: Wat page on the --

Q - Page 21. And the penultinmte paragraph

MR MARSHALL: Which one would that be?

Q - The second | ast one. These negative pressures on incomne
were mtigated by substantial gross margins fromexports
whi ch reached a record high of $170 million in 2001 and
2002. Do you see that?

MR. MARSHALL: | see that, yes.
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Q - And in your evidence you describe your business in the
export/inport market as vibrant, correct?

MR. MARSHALL: | think so. W historically -- | think in
the evidence, M. Bartlett's evidence and M. Snowdon
yesterday did the presentation to show the historical
| evel of exports and inports and how they -- relatively
they are significant, relative to in-province |oad.

And we have al ways stated publicly that the export
busi ness contri butes about 10 to 15 percent of a reduction
inrates. And | believe we responded to an interrogatory
to that effect that it would range from 100 to $150
mllion of margin contribution. Last year was a record of
170 mllion, so | guess it ranges from 100 to 170 now.

Q - Thank you. W will cone back to that point a little bit
later. | had suggested to you yesterday in all of this,
M. Marshall, that New Brunsw ck Power was taking
advant ages of electricity prices which were anongst the
| onest in the region.

And you told ne, if | recall correctly, that it really
doesn't have anything to do with prices. Do you recal
t hat exchange yesterday?

MR MARSHALL: Yes, | do.

Q - And your point was that it wasn't so much | ow New

Brunswi ck Power prices but rather high prices in U S
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nort heast markets that allowed you to take advant age of

t hat opportunity?

MR. MARSHALL: That's correct.

- Whet her New Brunswi ck Power's prices are regionally | ow
or power prices in the northeast U S. are high, it is also
the case as | understand it, sir, that New Brunsw ck Power
has one of the highest operating costs of any utility in

Canada. Do you agree with ne?

MR. MARSHALL: | don't have know edge to the conparison of

our operating costs relative to other utilities.
- If Mnister Volpe said to the Legislative Assenbly of New
Brunswi ck that New Brunswi ck Power has one of the highest
operating costs of any utility in Canada on a kilowatt per

hour basis, would you have any reason to dispute that?

MR. MARSHALL: Well | usually don't argue with the Mnister

- | have that statenment, M. Chairman. |'m happy to mark
it if you wish but | don't really think it's necessary.
Thank you.

And the opportunity to participate in the vibrant
export market, M. Mrshall, can you confirmto nme that's
one of the reasons why New Brunswi ck Power wants to build

a 345 kilovolt tie-line to Waodl and, M ne?

MR. MARSHALL: The -- that's one of the reasons that --

- Thank you.
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MR. MARSHALL: -- has value to that tie-line. There are a
nunber of reasons laid out in the application of the
Nat i onal Energy Board that outline the rationale for that
l'ine.

Lower | osses cross that interface. As you saw
yesterday there is no firmsouth to north transfer. A
second line will allow firmtransfer fromsouth to north
which will allow then energy to come back into make this
mar ket in New Brunswick nore viable. So there are a
nunber of factors behind that application.

Q - Thank you.

MR. SNOADON: One additional one being the added reliability
that -- as you see there is only the one AC
i nterconnection with the northeast and this woul d provide
a second one, so if one is out then we do have a second
supply into the area.

MR. MARSHALL: | mght also add that relative to the val ue
that that second line would bring to access that export
market, it is our intention that that transm ssion
capacity would go up for an open season and be avail abl e
to anybody as new capacity into the system

So it's -- you are inplying that it's for NB Power
Ceneration to take that value -- it would be open to the

mar ket pl ace and all participants to have access to that
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val ue.
Q - wWll I didn't inmply any such thing, M. Marshall, but |I'm
sure that M. Zed's client will be happy to have heard

your answer .
| want to understand a little bit nore, sir, if you
can help me with the positive inpact that these export
transaction have in keeping rates in this province |ow.
Could I ask you to refer to your response to Saint
John Energy interrogatory nunber 5, which is found in
exhibit A-4?

MR. MARSHALL: Yes, | have it.

Q - This is an interrogatory directed to M. Bartlett's
evidence. And the response in the first line is that the
in-province rate base is about $900 million a year and the
mar gi n on export sales, revenue mnus variable costs, is
about 100 to $150 million a year.

Can you explain to nme, gentlenen, what is neant by in-
provi nce rate base?

MR. MARSHALL: Yes. That is the total anobunt of revenue
that woul d be collected through rates charged to | oad
custoners inside the province of New Brunsw ck.

Q - So if |I scratched out the words rate base and inserted
the word revenue, would that be a nore accurate

description? In-province revenue is about 900 mllion a
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year ?

MR. MARSHALL: You could say the revenue fromin-province

rates is about 900 million per year if we want to get
specific, | guess.
Q - 1 just want to be correct. | wll come back to that in a

mnute. Let's just stay with that for a second. The
answer suggests that New Brunswi ck Power expects export
benefit opportunities to continue into the future but it
is uncertain as to how the benefits will flow

Help me with that, gentlenmen? Wat is the uncertainty
about ?

MR. MARSHALL: The uncertainty in the benefits?

Q - No. The question says, however, under the restructuring
plan, it is not clear how the benefits attached to export
transactions will flow

Wiy is it not clear? Is it not clear because they
won't flow entirely to New Brunswi ck Power? 1Is that the
poi nt ?

MR. MARSHALL: That partly could be the point. Under the
restructuring plan, part of that plan is a financing plan
for the Col eson Cove and Point Lepreau projects. So to
the extent of the value of some of those projects may
relate to their share of interconnection value. So some

of that value may flow back to one or two of those
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projects or to New Brunsw ck Generati on.

Al so part of the value of exports, this is the tota
gross margin, of the 100 to 150 mllion, a share of that
is in actual fact, transm ssion tariff. So dependi ng upon
the outconme of this hearing and the actual rates for
transm ssion, a share of that revenue woul d be
transm ssi on and cone back through the transm ssion
entities.

The remai ning part of the revenue then would go to the
participants in the nmarketplace, being NB Generation or
t he Col eson project or Lepreau or third parties, Nova
Scotia Power, Hydro Quebec, dependi ng upon conpetition
whet her they erode that position.

Q - Thank you. Looking at page 15 of exhibit JDI -3, the
record copy of the White Paper, M. Marshall, there is a
di scussi on whi ch begins on the prior page about whol esal e
conpetition.

And if | understand this policy docunent, there is a
concern that as power prices in the U S. northeast
decline, the conpetitive advantages that are and have
hi storically been enjoyed by New Brunswi ck industry wl|l
decline. Do you agree with that?

MR. MARSHALL: Could you point ne specifically to where that

i s?
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Well let's deal with the first full paragraph on the

page.

MR. MARSHALL: Which page again?

15.

MR. MARSHALL: Could you give nme the section nunber because

my pages don't line up with yours.

No, | can't. | don't have section nunbers in ny exhibit
copy. It is a paragraph that reads, second, New Brunsw ck
i ndustries today enjoy a conpetitive advantage with
respect to the northeast markets. This is attributable to
New Brunswi ck cost based Crown utility rates being bel ow
nort heast market prices and the rates in the northeast
bei ng above the market price while stranded costs in that
area are being paid dowmm. However, conpetitors to New
Brunswi ck industries located in its major export markets
in the northeast are likely to benefit in the long run
fromreductions in the cost of electricity. |If actions
are not taken to ensure that New Brunsw ck's industries
continue to benefit from power market refornms,
conpetitiveness of New Brunsw ck industries could be
adversely affected in the |ongrun.

Do you see that?

MR. MARSHALL: Yes.

Do you agree with it?



- 246 - Cross by M. Snellie -

MR, MARSHALL: Yes.

Q - Thank you. Could we also agree, sir, that if we turned
that proposition on its head, that if rates for exanple
that the pul p and paper industry pays for transm ssion
increase in this province, that that industry's
conpetitive advantage in the U S. northeast market could
decline as well?

MR. MARSHALL: The conpetitive position of the pulp and
paper industry would depend on the total cost of their
production of paper relative to the costs in the other
mar ket .

The fact that electricity prices are one conponent of
that cost, it could influence that conpetitiveness.

Q - In the manner that | suggested?

MR. MARSHALL: If prices go up, it would increase their
costs and reduce their margin agai nst the conpetitive
prices in the market.

Q - Al right, sir. Could | just get you to turn over -- and
| apol ogi ze for saying to you | didn't have section
nunbers, | certainly do. On page 18 of the exhibit copy,
section 3.1.3.4., entitled "levelling the playing field".

MR, MARSHALL: Yes.

Q - As | read this section, | take the thrust of it to be

that the governnent of New Brunswi ck wants to ensure a
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| evel playing field between New Brunsw ck Power and ot her
electricity market participants in order to ensure that

the market that is going to open in April of next year

devel ops properly. 1Is that fair?

MR MARSHALL: | think that is one of the drivers of the
Provi nce behind a |l evel playing field. It is not just --
it is a question of the -- | think the position that the

utility w thout nmaking paynment in lieu of taxes or a
return on investnent equivalent to private corporations is
an advantage to the Crown utility in conparison in
conpetition to other generation suppliers.

So to place it on a level playing field, it should
have those charges added to it.

Al so might say that there nay be another underridi ng
fact that the Province owns the corporation and using the
corporation -- using the Province's noney to fund the
corporation and that that noney cones out of nobney
mar kets, the Province may view that they want an
equi val ent return on their noney that they are putting

into the corporation simlar to private corporations as

wel | .
Q - Excuse ne, M. Chairman. You have anticipated ny next
guestion, M. Marshall. The focus of the concern about

l evel playing field is that the utility is tax exenpt and
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has its debt guaranteed by its owner at the nmonment, right?

MR. MARSHALL: That's correct today, yes.

Q - And just to be -- just to be clear, crystal clear, we can
agree can we that the notion of a |level playing field
concerns New Brunswi ck Power's generation activities and
not its nonol opy transn ssion services?

MR. MARSHALL: No. The issue of a level playing field would
be that | think as the Province and owner of the
corporation and the transm ssion system where
transm ssion services are provided not just to New
Brunswi ck | oad custoners, but also to third party externa
custonmers to the Province, that those external custoners
to the Province should be paying for the transm ssion
services on an equival ent private conpetitive basis on a
| evel playing field.

Q - Maybe you m sunderstood nmy question, M. Mrshall. About
in the mddle of the paragraph that | have referred you
to, having tal ked about tax exenption and guarantee fees |
see this.

Therefore if the Crown utility is free to devel op new
generation projects in New Brunswick, it my be able to do
so at a lower cost than its conpetitors.

The issue, | suggest to you, is conpetitive advantage

in the generation nmarket. Do you agree with nme?
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MR. MARSHALL: | agree that is one of the issues, yes. |It's
not the only issue.

Q - No. | have cone to understand there are a | ot of issues
in this case, M. Marshall.

Transm ssion is going to remain i n nonol opy service.
| thought we agreed on that yesterday?

MR. MARSHALL: That's correct, yes.

Q - Transmission, as | understand it, faces no real threat of
bypass. Do you agree with ne?

MR. MARSHALL: That's -- we had tal ked yesterday that that
woul d be NB Power's position to the governnment that it
continue its franchise. That NB Power Transni ssion
Corporation or whatever follows fromthat or its
successors woul d have that franchise. But that is a
government policy position that is yet to be determ ned
that |'m aware of.

But currently that is the case. NB Power Transm ssion
has a nonol opy over construction of transm ssion in the
province. And it is a nonolopy service. And that's why
we are here today to do a tariff for what are fair terns,
conditions and prices for use of that service.

Q - Now, of course, you know, M. Marshall, that the Wite
Paper wasn't all about electricity. There was quite a

consi derabl e portion of it devoted to natural gas?
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MR MARSHALL: That's correct.

Q - And penetration of natural gas is said in your
application in one place or another to be a conpetitive
threat for NB Power?

MR. MARSHALL: Could you reference ne that point?

Q - No, it's just -- it's just ny take on it. Conpetition

for NB Power may cone from natural gas?
MR, MARSHALL: Yes.

Q - You didn't like the word, threat?

MR MARSHALL: Yes, | don't know that we use that word.

Q - | can imagine. You take natural gas into account in your
| oad forecast and your sal es projections?

MR MARSHALL: Yes, we do.

Q - And I'mright, aml, M. Mrshall, that the Province of
New Brunswi ck has supported the introduction of natura
gas into this nmarket since the initial devel opnment of the
Sable O fshore and the Maritimes and Northeast projects?

MR. MARSHALL: Yes, they have.

Q - The Province of New Brunswi ck has fought to ensure
what ever supply may be on the horizon in terns of natura
gas for this province, that New Brunsw ckers and
Maritimers get their fair share of it?

MR. MARSHALL: Yes, they have. And we have supported them

in that fight.
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Q - Thank you. | amgoing to switch gears, M. Marshall.
want to talk to you about the benefits of open access.
| think we agreed yesterday that transmi ssion tariff
and transm ssion rates nust be just and reasonabl e?
MR MARSHALL: Yes.

Q - And | don't know if we agreed yesterday, but let's see if
we can agree this norning that transm ssion rates nust
bal ance the legitinmate interests of ratepayers on the one
hand and New Brunsw ck Power transm ssion on the other?

MR. MARSHALL: If that can be done in a just and reasonabl e
manner, yes, W thout undue discrimnation based on the
cost of service.

Q - Does New Brunswi ck Power in designing its transm ssion
rates subscribe to the policy or principle of cost
causati on?

MR MARSHALL: Yes.

Q - Does New Brunswi ck Power agree that there ought to be no
cross subsidi zation by transm ssion ratepayers of other
New Brunswi ck Power business units?

MR MARSHALL: Yes.

Q - Thank you. | want to understand clearly your approach to
this application, M. Mrshall.

You were a witness, as | understand it, sir, in an

application nade by New Brunswi ck Power in 2001 for a
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generic hearing to establish relevant issues and the
nature and scope of the evidence for any specific hearing
that m ght follow on the mai ntenance or upgradi ng of your

generation facilities. Is that right?

MR. MARSHALL: That's correct.

And | was intrigued by that application in which you were
asking the Board for assistance on what sort of evidence
you might file.

What pronpted that initiative? Ws it because it was
a conplex application, it was an inportant application, it
was a new matter? Wiy did New Brunsw ck Power approach
this Board for guidance on the sort of evidence that it

should fil e?

MR. MARSHALL: My understanding at that tine the -- we had

two projects that were comng up that were going to cone
to this Board. 1In an attenpt to help streanline the
process we applied to have the generic hearing on the type
of evidence to be heard.

Now it goes back to, and | dare say not rate cap
| egislation, but to the | egislation under which we
operate. W can raise rates up to 3 percent wthout
comng to the Board for a hearing. But that if we have to
-- we are going to spend nore than $75 nmillion capital on

generation projects we require a prudency review and
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approval of the Board.

And so that for the Col eson Cove project and the Point
Lepreau projects there was going to be a need for a
hearing. So that generic hearing was ained at the
specific issues related to those hearings that were
upcom ng at that tine.

Q - Is there any particular reason why you chose not to
follow a simlar strategy with respect to the issues in
this case? Do you want to think about it?

MR. MARSHALL: No. | don't know why we did not -- did or
did not. Oher than that this -- there is enough clear
jurisprudence from market design conmittee, fromthe work
of the -- of the White Paper and market design conmttee
t hrough that whol e process, that the recommendati ons were
clear to be a FERC order 888 based tariff. And that there
i s enough jurisprudence around that that the information -
- we knew what type of information would be required to be
laid down in order to neet those -- those recommendati ons.

Q - Thank you. | would |ike to know the corporation's
position on this question, M. Marshall.

In addition to what I will call the usual conponents
of a rate case, particularly in your situation, we have
included in this application the concept of a paynent in

lieu of taxes and a return on equity as elenments of or in
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t he context of a PBR net hodol ogy.
s that a fair description?

MR MARSHALL: Yes, it is.

Q - And is it the position of New Brunswi ck Power that the
application you filed is an all or nothing proposition for
t hi s Board?

MR. MARSHALL: That's up for this Board to -- we do not get
to dictate to this Board whether we accept or don't accept
a ruling. This Board has jurisdiction to hear this case
and to nmake adjustnents to our application if they deem
that it is the right thing to do.

Q - So it's not your position that if the Board determ nes,
for exanple, that it's not persuaded to approve a paynent
inlieu of taxes, it doesn't in your viewreject the whole
package?

MR. MARSHALL: The Board is -- under the legislation of the
Public Utilities Act the Board has the power to review and
hear this filing. W are applying for a tariff which we
think is reasonable, just and reasonabl e based on -- on
revenue requirements that are justifiable to the
Corporation and the owner of the Corporation, the
Province, that work, that will provide fair
nondi scrim natory access to all parties.

It is up tothis Board to then make a ruling on that.
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Q - Wiat I'mtrying to get fromyou, M. Marshall -- perhaps
| "' m bei ng obscure -- what | want to knowis what -- I'm
going to hear fromyour counsel at the end of the
evi dence.

| want to know whether it is your position, |eaving
aside the discretion and the authority of the Board, as to
whether or not it is an all or nothing package?

MR. MARSHALL: |'mnot going to speculate on nmy counsel's
argunment until all of the information on the record is
aid down.

Q - So you have no position at this point in the proceedi ng
as to whether or not the application before this Board is
an all or nothing proposition?

MR MARSHALL: As | said, after all of the evidence is in
and everything is laid down and we see all of the

argunents of all of the intervenors and all of the

parties, | think we would nmake a decision then as to
exactly what will be witten in final argunent.

Q - No, no. |I'mnot asking you what your argunent is going
to be. |I'masking you what your position is?

MR. MARSHALL: Qur position -- well, we have laid down an
application before this Board which we feel is fair,
reasonabl e, neets all of the requirenents of the tariff.

And we woul d hope that it would be approved as presented
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to this Board. That is our position.

Q - Al right. And if, as you say, in the exercise of its
di scretion there is a conmponent of the application that
the Board in its wi sdom chooses not to agree with you on,
does the whol e proposal fall away? |Is it an all or
not hi ng proposition?

MR MARSHALL: We will evaluate that after the -- based on
the | evel of change of the decision, | guess.

Q - Al right, sir. Thank you

An el enent of the rate design which underlies the
rates in the tariff for which you have sought approval
M. Marshall, is a deened capital structure of 65 percent
debt and 35 percent equity.

Have | got that right?

MR MARSHALL: That is correct. And that evidence is laid
down in Panel B. And specific questions related to that
and where it goes should really be addressed to M.
MacFar |l ane who is the Vice-president of Finance for the
corporation and their expert witness Dr. Morin.

Q - I will just confirmto you, M. Marshall, that |'m going
to be accepting your invitation in due course. | just
want to get a couple of high-level policy coments from
you if | can.

We di scussed a nonent ago the role of natural gas in
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which froma regul atory perspective both yourself and the
Provi nce have been consistently invol ved.
It is ny understanding that you have been invol ved and
t he Province has been involved in the devel opment of the
rates for the Maritines and Northeast Pipeline.
That is your understandi ng?

MR. MARSHALL: The -- both the Province and NB Power have
been party to the tolls and tariffs working group of
Maritimes and Northeast Pipeline and have participated in
sone or all.

| believe the Province has participated in all of the

hearings related to Maritimes and Northeast Pipeline. NB
Power has not participated in all of them

Q - And Maritinmes and Northeast Pipeline, to be clear on this
record, is the transm ssion facility which delivers gas to
this province via its main line and the Saint John
| ateral, correct?

MR MARSHALL: That's correct.

Q - Maritimes and Northeast Pipeline is a relatively new
pl ayer in the energy business?

MR. MARSHALL: Yes. | believe the pipeline went in
operation about two years ago.

Q - And it represents --

MR. MARSHALL: GCkay. Two, three -- alnost three years ago.
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Q - Excuse ne for interrupting. And Maritimes and Nort heast
Pi peline represents, as | think I have understood you to
tell me earlier this norning, conpetition in a sense for
New Brunswi ck Power transm ssion. Fair?

MR MARSHALL: No.

Q - Wll, you are delivering power to markets. Maritinmes and
Northeast is delivering gas to markets. And gas is
conpetition for you, correct?

MR. MARSHALL: | guess it depends on which market we are

tal king about. Inside the New Brunswi ck market | do not
see Maritinmes and Northeast as a conpetitor. They bring
gas which is handed off through the Enbridge system

And i ndividual nmarketers are out marketing gas to
custoners at the end use. There is conpetition of those
i ndi vi dual marketers for use of that gas as an end use
agai nst electricity. That is a conpetition.

| guess in the sense that Maritinmes and Northeast is a
bul k transmtter of gas through the province to the New
Engl and market, and that gas goes into production of
electricity in New England, then in that sense the
purchasers of that gas who turn it into electricity in New
Engl and woul d then be conpetitors of NB Power Generation
in marketing electricity into New Engl and.

But Maritines and Northeast | do not see as a direct
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conpetitor in the marketplace. They are a regul ated
transportation conpany just as transm ssion is a regul ated
transm ssi on busi ness.

Q - Thank you. Do you know or do you recall, M. Marshall
what the position of the Province of New Brunswi ck and New
Brunswi ck Power were as to the appropriate capital
structure for Maritimes and Northeast Pipeline?

MR MARSHALL: | do not recall

Q - If I told you that it was 70/ 30 debt equity would you

have any reason to disagree with nme, subject to check?
MR. MARSHALL: Subject to check I would not, no.

Q - Thank you.

MR MARSHALL: But | also know the rate of return on that
proj ect was 13 percent.

Q - Is there sone simlarity between Maritimes and Nort heast
Pipeline as a green field project in new gas markets and
New Brunsw ck Power Transm ssion?

MR. MARSHALL: The -- given that Maritinmes and Northeast had
backst oppi ng agreenents from parties behind it, | think
t hey had sonme degree of risk. But they had backst oppi ng
agreenents. And their gas was noving to the New Engl and
mar ket .
| think the fact that New Brunsw ck Power has

significant anmount of transm ssion access that goes into
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t he New Engl and mar ket and revenues are tried to that
access to those nmarkets, there is actually sone simlarity

bet ween t he two.

- Are you suggesting in your answer to me, M. Marshall,

that the Board should have regard to the affairs and the
particul ar circunstances of Maritinmes and Nort heast
Pipeline in determning the return on equity for New

Brunswi ck Power Transm ssion?

MR. MARSHALL: | think Ms. MacFarlane and Dr. Morin will

have nore to talk about in ternms of the risk related to
rate of return.

But | asked you a question, M. Marshall, which was did
you know what the capital structure was for Maritines and
Nort heast Pi peline, and you said you didn't.

And subject to check you agreed with ne that 70/ 30 was
t he recommended vi ew of the Province and your conpany.
And then you gave ne a little bell and whistle on that.
You said, yes, but they got 13 percent return.

And | asked you whether or not that had anything to do
with the particular circunstances of Maritinmes and
Nor t heast .

Now I wish to know whether it is your position as to
whet her or not the circunstances of Maritines and

Nort heast are relevant in this case for the purposes of
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determining a return on equity for New Brunsw ck Power
Transm ssi on?

MR MORRISON:. M. Chairman, | fail to see how the Maritines
and Northeast situation is relevant to this hearing. W
have -- and to ask this question whether -- the Board will
make a determ nation whether it is going to consider
extraneous considerations with respect to other entities
in dealing with this application.

| just don't see the relevance. And perhaps M.
Snellie can enlighten us on that.

MR. SMELLIE: Well, I'mhappy to hear fromny friend, sir,
that the particular circunstances of other utilities are
not going to be relevant to your determ nation of the
return on equity and capital structure of this entity.

|"mnot sure that that is what ny friend really neant
to say.

MR. MORRISON: No. That is not --

MR, SMELLIE: |I'mprepared to drop it at this point.

CHAIRVAN: | think it is a good tinme for us to take a 10-
m nut e recess.

MR. SMELLIE: Thank you, sir.

(Recess)
MR. HASHEY: W need a five mnute warning buzzer.

CHAI RMAN:  Yes. Well I'"mjust feeling very dedicated since
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we are taking such a long lunch that | thought we shoul d
get back and at it.
Go ahead, M. Snellie.
If this was a golf game, M. Marshall, you woul d have a

two stroke penalty for being late for your tee tine.

MR. MARSHALL: Well actually it's disqualification if you

m ss your tee tine.
| was trying to help you, M. Marshall. In the context
of the post April 1, 2003 world, M. Mrshall, does New

Brunswi ck Power consider Hydro Quebec to be a conpetitor?

MR. MARSHALL: In the |arger regional market Hydro Quebec

has al ways been a conpetitor and will continue to be one.
Al'l power marketing agencies, generators, power
mar keters are conpeting in the sanme marketplace. They may
choose to do deals with each other and support one anot her
or they may choose to conpete, but they are al
conpetitors in the |larger marketpl ace.
New Brunswi ck Power intervenes fromtime to tinme before

the Regie in Quebec?

MR. MARSHALL: Yes.

- And are you aware, sir, as to the particul ar decision

that the Regie arrived at in April of this year concerning
Hydro Quebec's capital structure for its transm ssion

activities?
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MR MARSHALL: |'m aware of the decision that cane down, the
details -- | have not reviewed the details on that. M
participation on that hearing was related to cost
al l ocation, rate design and those factors.

Q - And if I --

MR. MARSHALL: But Dr. Morin | believe was their expert
witness as well, so he would be able to answer all of your
guestions relative to Hydro Quebec's hearing and our
evi dence.

Q - And subject to check, M. Marshall, will you take it from
me that the Regie decided on a 70/ 30 capital structure for
Hydro Quebec's transm ssion activities?

MR. MARSHALL: Subject to check. W can verify what that
was.

Q - You have applied for an order or orders of this Board
concerni ng your open access transm ssion tariff which you
want to be in place for a three-year period, as |
understand it, is that correct?

MR. MARSHALL: That's our current application, yes.

Q - And one of the reasons as | understand it for seeking a
three-year period is that you want to be able to eval uate
the effectiveness of the tariff, is that right?

MR MARSHALL: That's correct.

Q - Can you explain that to me, M. Snowdon? Effectiveness
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in what regard?
MR. MARSHALL: The three-year application -- | think the
intent behind a three-year applicationis to -- with a

performance based rate is so that all parties in the

mar ket pl ace will have a clear indication of transm ssion
pricing and howit will nove in tine.
The intent of the incentives then is to -- NB Power

woul d perform better than that and there woul d be sone
sharing if the rate of return deviated. That's the basic
structure of the application.

And again, that evidence is all Panel B evidence and
the parties that really should be speaking to that are M.
MacFar|l ane and Dr. Morin.

Q - Just refer to your response to PUB IR-1, gentlenen, which
is in exhibit A-4. Nowthis is a response to an IR
concerning M. Bartlett's evidence.

The question is please explain why the applied for
tariff is for a three-year period rather than a | onger or
shorter period.

And the answer is concerning M. Bartlett's evidence,
New Brunswi ck Power has applied for an initial three-year
period for this tariff application in order to enable
sufficient tine to evaluate its effectiveness w thout

over burdeni ng the regul atory process.
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Do you see that?

MR, MARSHALL: Yes.

Q - And your answer to nme when | asked you for an expl anation
about evaluating its effectiveness is that over the period
there will be a clear indication of pricing and how the
prici ng noves.

Do you wi sh to expand on that?

MR MARSHALL: No, | said that Ms. MacFarlane and Dr. Mrin
woul d expand on that. This response in -- to M.
Bartlett's evidence, he was -- his evidence provides an
overview of the tariff of what is in the application and
is sinply sumrari zing the three-year application.

Al the details related to the perfornmance based rate,
the structure of it, the nmovenent of it, and howit would
be eval uated is evidence of Ms. MacFarlane and Dr. Morin.

And they should be the parties to address it.

Q - Al right, sir. And is your answer the sane if | asked
you or M. Snowdon to explain to ne what the concept of
over burdening the regul atory process is all about? You
don't want to answer that one either?

MR. MARSHALL: Well simlar to our quasi rate cap
| egislation as a matter of -- we just -- we nay not want
to come for a hearing year after year after year.

Q - If I understand the PBR schene at a high level correctly,
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M. Marshall, the only occasion on which the tariff wll

conme before the Board other than at the expiry of three

years is if the return drops below a certain threshold, am

| right?

MR. MARSHALL: That's ny understanding. But again those are

details related to the PBR nechanism they should be

addressed to Ms. MacFarl ane and Dr. Morin.

Q - One of the policy drivers in the restructuring of New

Brunswi ck Power, gentlenen, as | understand it, is to see

t he conpany operate on the same basis as -- or nore |like a

commercially driven utility, is that fair?

MR. MARSHALL: That's ny understandi ng of one of the issues

behi nd the restructuring.

Q - And as far as we know New Brunswi ck Power Transmn ssion
will remain a Crown corporation, right?
MR. MARSHALL: As far as we know that's correct.

Q - And can we agree at a high level, gentlenen, that an

objective of a comercially driven entity is to maxim ze

profit?

MR, MARSHALL: Yes, it is. For its sharehol ders.

Q - Yes.

MR. MARSHALL: That's where -- in a -- but a transm ssion

conpany being a regul ated nonopoly conpany that return to

the shareholders is in a regulated rate of return that's
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in the province of the Board to rule.

Q - Thank you. And can we also agree at a high level to the
extent that costs can be minimzed, profits are maxi m zed?

MR. MARSHALL: If costs are mnimzed and revenues remain
the sane then profits will be nmaxim zed, yes.

Q - Thank you. And can we finally agree at a high | evel that
it is a reasonable objective for a commercially driven
entity to drive out unnecessary costs because paying them
is contrary to that objective?

MR. MARSHALL: Yes, | think all entities are cost consci ous.

Q - 1 will take that as a yes. | want to understand a couple
of things about -- and your position on them --
concerning, | will call it, customer rights, M. Marshall.

You told us in your presentation that the proposed
tariff will be the foundation of the electricity market in
this province, correct?

MR. MARSHALL: Yes, that's correct. Actually it was M.
Snowdon's presentation but | agree with it.

Q - wWll | was being generic. And you have told us over the
past day and a bit that the tariff will ensure open and
nondi scrim natory access to service at rates which by
definition are going to be just and reasonabl e?

MR. MARSHALL: That's correct.

Q - And if | understand correctly, the tariff is going to be
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subject to a regulatory environment to protect
transm ssion custoners, is that right?

MR. MARSHALL: That is why we are here.

Q - And the tariff as |I understand it includes a dispute
resol ution process in the event that disputes arise as
bet ween transm ssion custonmers and NB Power Transni ssion,
is that correct?

MR. MARSHALL: That's correct.

Q - Can | just get you to turn, gentlenen, to A-5, tab 1,
which is a draft or ared line or a black line version of
t he New Brunswi ck Power open access transm ssion tariff.

Do you have that?

MR, SNOADON:  Yes.

Q - Just turn to page 31 with me, will you? It actually
begins at the bottom of page 30 under the heading "D spute
resol uti on procedures.™

And | can assure you | just have two or three
guestions at a very high |evel.

I f 1 understand paragraph 12.1, if there is a dispute
bet ween a custonmer and New Brunswi ck Power Transm ssion
it nmust firstly be referred to senior representatives for
resol ution on an informal basis, correct?

MR. SNOADON: That's correct.

Q - There is a clock on that of 30 days. And if that
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informal solution doesn't work, then if both parties
agree, the dispute can go to arbitration, correct?
MR. SNOADON: That's correct.

Q - And if I look over the page at |line 4 on page 32, if the
i nformal dispute resolution doesn't work, and if the
parties agree to go to arbitration, the arbitrator's
decision is final and binding, correct?

MR. SNOADON: Yes, that's correct.

Q - And if I look down at 12.5 under the heading "Ri ghts
under the laws of New Brunswi ck™, | see that "Nothing in
this section shall restrict the rights of any party to
file a conplaint with the Board under rel evant provisions
of the |laws of New Brunsw ck."

Do you see that?
MR SNOADON:  Yes.

Q - Is it the position of New Brunswi ck Power that a

transm ssi on custonmer has such a right?
MR. SNOADON: Yes, it is.
Q - And are you able to enlighten ne as to where | mght find

the statenment of that right?

What law or |aws are we tal king about? |[|'m not going
to get into the laws. | just want to know what it is.
MR SNOADON: |'mcertainly not qualified to answer what

|l aws that is.
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MR. MARSHALL: The Public Uilities Board has jurisdiction

over transm ssion tariffs --

Q - Right.
MR. MARSHALL: -- and ancillary services and rates.
Q - Right.

MR. MARSHALL: They have been enpowered with that
jurisdiction with changes to the Public Utilities Act |ast
spri ng.

Q - Yes.

MR. MARSHALL: The -- this tariff, if approved by the Board,
then here is the ternms of the tariff approved by the
Board, dictates the rules by which custoners can take
transm ssion service --

Q - Yes.

MR. MARSHALL: -- lays out their obligations and rights for

t hat service
Q - Yes.

MR. MARSHALL: The Board agrees that they can nake a
conplaint to the Board, | think the Board can then -- is
| egislated with power to hear that conplaint. So their
rights are basically enbodied in the tariff docunent
itself.

Q - The right inthe tariff docunent is to file a conplaint

with the Board under rel evant provisions of the | aws of
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New Brunswi ck.
What | would like to knowis, is it the position of
New Brunswi ck Power that there is such a | aw?

MR MORRISON: M. Chairman, | don't think these w tnesses
are qualified to answer. W would be prepared certainly
to address that in argunent in terns of the authority of
the Board to rule on any aspect of the tariff.

MR SMELLIE: M. Chairman, as | understand it, one of the
things we really do want to get to here is a conplete and
cl ear understanding of the tariff.

The witnesses have told nme that the tariff is subject
to a regulatory environnment which will protect the
r at epayer.

| sinply wish to know what New Brunsw ck Power i ntends
by the inclusion of |anguage such as | have descri bed
under this tariff.

| would be quite happy to have an undertaking fromthe
W tnesses to describe what relevant provisions of the |aws
of New Brunswick entitle a party to file a conplaint with
this Board to ensure that there is nmeaning to the evidence
that there is a regulatory environnent going to be in
pl ace which will protect transm ssion ratepayers.

MR. MORRI SON: W can provide that undertaking, M.

Chai r man.
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CHAI RVAN:  Ckay.
MR. SMELLIE: Thank you.

Q - M. Bartlett at page 16 of his evidence, gentlenen
refers to -- thisis in A2 -- the devel opnent of the
proposed tariff using a corporatized nodel for the
transm ssi on busi ness unit.

Do you see that, gentlenen?
MR, MARSHALL: Question 227?
Q - Question 22, line 17 to 19. Do you see that?
MR, MARSHALL: Yes.

Q - Leaving aside the English, what is a corporatized nodelL?
MR. MARSHALL: It is taking a business unit and putting it
into a equivalent private corporate structure with a

deened capital structure, rate of return on equity,
paynent in lieu of taxes, all of those issues that
Dr. Morin and Ms. MacFarlane will discuss with you.

Q - Yes. And as M. Bartlett says, at |east corporatized
nmeans establishing a revenue requirenent including
financial structure and costs consistent with a corporate
structure.

Do you see that?
MR, MARSHALL: Yes.
Q - Right. Just to refer please to your response to M.

Gllis'" IR number 3, exhibit A-4.
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MR. MARSHALL: Wat nunber agai n?

Q - 3. Page 127 of that vol une.

MR MARSHALL: W have it.

Q - Again this is evidence by way of an interrogatory
response to the particular portion of M. Bartlett's
testinmony that | have just referred you to. And he refers
there -- or the answer refers to a nodel, which includes 6
bulletted itens. Do you see that?

MR, MARSHALL: Yes.

Q - Can you identify for nme, gentlenen, which of these
transm ssi on cost conponents are not part of the current
bundl ed rates of New Brunsw ck Power?

MR. MARSHALL: Again the evidence related to specific issues
on revenue requirement will be dealt with on the O & M
side in Panel C by Ms. MacFarlane and M. Lavigne.

Specific issues related to capital structure and rate
of return be dealt with by Ms. MacFarlane and Dr. MNorin.

Q - Turn over to your response to J.D. Irving 5, which is at
page 181 of this vol unme?

MR MARSHALL: W have it.

Q - Do we agree, gentlenen, that the transm ssion system

costs
enbedded

in the



bundl ed

rates

woul d be

t he same

as the

costs in

unbundl ed

rates? Do

you see

t hat ?at ?

MR. MARSHALL: Yes.
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Q - Do you agree with it?

MR. MARSHALL: Basically that's correct.

Q - And the differences according to this evidence would
arise fromthe deened capital structure rate of return on
equity and paynents in |lieu of taxes, correct?

MR. MARSHALL: That's correct.

Q - And the purpose of including these itens, as | understand
it, is so that New Brunsw ck Power Transm ssion will | ook
nore |ike a typical corporation, as we have just
di scussed, correct?

MR. MARSHALL: That's correct.

Q - And just finally on this line would you turn over to your
response to Saint John Energy IR 59, page 536 of this sane
vol ume.

| would just like for you to confirmfor ne, because
this response deals with the sanme conponents, if you | ook
about five or six lines down in the answer, in addition to
being on all fours with a corporate nodel, another reason
for the inclusion of these costs is to help mtigate the
| oss of export and wheeling benefits of a closed
transm ssion system do you see that?

MR MARSHALL: Yes.
Q - And M. Porter in his response to Saint John Energy --

excuse ne, it's not M. Porter -- in the response to Sai nt
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John Energy 5 that we referred to earlier today about the
i n-province rate base, in-province revenue, you Wl
recall we discussed that it wasn't clear how the benefits
of export sales will flow, do you recall that?
MR. MARSHALL: That's correct, yes.

Q - And M. Porter -- or this answer in response to IR-59 to
Sai nt John Energy seens to suggest that there will be
damage or a | oss of export and wheeling benefits, which
needs to be mti gat ed.

And | will give you one other reference in response to
PUB I R-3, which asked for -- about the risks associated
wi th open access, we are told that export benefits would
be at risk to conpetition
So what | would really |ike fromyou gentlenen is sone
clarification as to New Brunswi ck Power's position as to
whet her export benefits will be |ost, whether it's unclear
that they are going to be lost, or whether they are at
ri sk?
| amgetting conflicting signals and I would |ike sone
help fromyou. Can you do that?
MR. MARSHALL: | will attenpt to.
Q - Thank you.
MR MARSHALL: The statenment here about the inclusion of

these costs helps to nmitigate the | oss of export and
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wheel i ng benefits of a closed | oop transm ssion system
think it alludes to the statenent | nade earlier that this
tariff is designed not just for |oad custoners inside New
Brunswick. It's designed for third parties outside New
Brunswi ck who use the systemas well. And that there
shoul d be no loss fromthe part of the view of the owner
of this corporation that they get a rate of return
equi valent to private capital structure for conpetition in
the overall industry.

It goes partly back to our level playing field
di scussion we had earlier that transmssion is also --
shoul d be al so subject to those sane costs and structure.
So that sonebody in Nova Scotia, or P.E.l., or Mine, or
Quebec, is paying the sanme rates and a fair rate on the
val ue of the transm ssion system

That's what | think is being questioned here that if
the rates charged were froma Crown corporation with
gover nment guaranteed debt financing, wthout any return,
wi t hout an equi val ent paynent in taxes, that was deened to
be a subsidy in conpetition of generation, it's also
essentially be a subsidy in transmssion as well. And so
that external parties should pay the sane.

So that's part of the question of |oss of paying the

anount of that.
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The issue of the 10 to 15 percent inpact on rates, or
the 100 to $150 million of export benefits, as to how it
gets divied up, okay, there is risk today in that. There
has been risk in that export nmarket fromthe first day we
entered contracts and started selling power across inter-
connections to exports. That risk exists today and it's -
- thereis arisk that's -- what is the value in the
export market, because we have no control over what that
iS.

And that's no different than Irving Paper selling
paper into the market. They have no control over the
mar ket price of paper. They take -- they are a price
taker out of that market. So all they can try to do is
control costs. So they are still subject to risk of the
benefits that they accrue from exporting paper out of this
province into other markets. |In that sense, the 100 to
$150 million is subject to total risk.

Froma transm ssion point of view, the risk is wll
custoners ante up and contract long-termthat you continue
to have the load there long termand you continue to have
custoners long termthat will pay the transm ssion

char ges.

- Thank you. ou.

MR. MARSHALL: | hope that hel ps.
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Yes. Let ne see if | can look at this another way. Just
| ook at Saint John Energy supplenmental 8, the response to
that which is volune 6, M. Chairman, at page 123.

As | understand this, gentlenen, this response shows
us the effect of these new costs, | will call themthat,
by showi ng or conparing the proposed tariff rate for
network integration transm ssion service excluding
ancillaries as against the cost of services for those sane

services, that's what the answer says, right?

MR. MARSHALL: Yes.

And under the second col umm under Cost of Service, that

is -- what is that, dollars per kilowatt nonth?

MR, MARSHALL: Yes.

The total is $1.60, correct?

MR, MARSHALL: Yes.

And under the proposed network integration transm ssion -
- integration transm ssion service the rate is going to be

$1.84, correct?

MR. MARSHALL: That's correct.

And the difference is 24 cents and that is, | suggest to

you, a 15 percent difference, will you accept ny math --

MR. MARSHALL: About 15, yes.

-- subject to check. And the reason for the increase is

the net of a decline in the interest conponent and the
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addition of a return on equity and a paynent in |lieu of

taxes, do | have that right?

MR. MARSHALL: That's correct.

- Thank you. One last question, gentlenmen. | need you to
refer to exhibit A-4 one last tinme to page 208 which is
the first IR nunber 1 of NMSA, and it concerns M.
Bartlett's evidence at page 1. And | think actually
that's not a correct transcription of the reference.
think the reference is to page 14, line 27, but it's not
mat eri al .

You are asked whet her New Brunswi ck Power considered a
formula rate based on historical costs, and the answer is,
yes, you did, but you rejected it or opted for a
prospective cost of service using a test year, you see

t hat ?

MR, MARSHALL: Yes.

- Wy?

MR. MARSHALL: | think Dr. Morin and Ms. MacFarl ane woul d be

the best parties to answer that question.

- You are here to discuss M. Bartlett's evidence.

MR, MARSHALL: Yes, we are.

- This IRrelates to M. Bartlett's evidence, correct?

MR. MARSHALL: It references his evidence. The information

response relates to Ms. MacFarlane and M. Mrin's



- 280 - Cross by M. Snellie -
evi dence.

Q - And so you as the policy witnesses are not able to tel
me, or choose not to tell me, why New Brunsw ck Power
rejected rates based on historical costs, do | have that
correctly?

MR. MARSHALL: | think that's part of the performance --

Q - That's fine.

MR. MARSHALL: -- it's part of the rationale and the basis
of the performance based rate design and structure. As |
say, it relates nore to Ms. MacFarlane and Dr. Morin's
evi dence and they will be able to discuss that with you.

Q - Are you telling ne, M. Marshall, that performance based
rates cannot be prem sed on historical costs, or do you
know?

MR. MARSHALL: They may be able to be. Qur application is
based on a prospective year, and they will be able to give
you all the rationale why that is the case.

Q - And you can't, or --

MR MARSHALL: That's correct. | don't have all of that
i nformation.

Q - M. Snowdon, can you help nme?

MR, SNOADON:  No, | can't.

MR. SMELLIE: Thank you, gentlenen, M. Chairman. Those are

nmy questions.



- 281 - Cross by M. Snellie -

CHAI RMAN:  Thank you, M. Snellie. |[|s Maine Public Service

Conmpany represented here today? They were not yesterday.
How about the Northern Maine |Independent System

Adm ni strator, do you have any questions, M. Belcher?

MR BELCHER  Yes, | do.

CHAIRVAN: Al right. Wuld you like to come up to nunber 5
up here at the front.

MR. BELCHER. Thank you, M. Chairman, for allowing nme to
ask the witnesses sonme questions. |'mnot counsel but |
will be acting as a proxy |awer for Northern Mine | SA

CROSS EXAM NATI ON BY MR. BELCHER

Q - My first question begins with NM SA IR 1. Based on --

CHAI RMAN: | just wonder, people at the back of the room

can you hear the exam nation? You can? Good. Perhaps,

M. Belcher, bring the mke inalittle closer. | have
been accused of having mne out too far as well.

Q - Sorry. Based on just your |ast response you may not be
able to answer this question, but what is the prospective
cost of service? Is that inbedded or is that a margi na
cost of service study?

MR. MARSHALL: The cost of service is -- again ny
under st andi ng, you can get greater detail from-- | think
in Panel C on the total cost of service, Ms. MacFarl ane

and M. Levine -- but it's based on the budgeted nunbers



- 282 - Cross by M. Bel cher -
for next year on the projection of next year's budget of
what the actual costs to run the business are, plus the
deened capital structure and paynent in |ieu of taxes and
return on equity.
Q - Okay. And it says using a test year. |Is that for the
| oad?

MR. MARSHALL: That's right. So the test year is
essentially a budgeted nunber for next year. Subject to
check, but | think that's correct.

Q - So on Bartlett page 14, lines 25 through 29 --

MR MARSHALL: | believe it summarizes the nunbers that are
in the test year.

Q - Right. Those nunbers are the budgeted for the
prospective year?

MR. MARSHALL: Yes. They break down the revenue requirenent
into its particul ar pieces.

Q - ay.
MR. MARSHALL: And | believe the total revenue requirenent
is some 98.4 mllion, is that the total that he has there?
Q - Yes.
MR. MARSHALL: Yes. That is the test year nunber.
Q - Turning to Northern Maine |ISA IR 2.
A.  Yes, we have it.

Q - In your response you say, If Northern M ne chose network
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service | assune though then any entity outside of the
province will be able to purchase network service?

MR. SNOADON: Yes. As long as they are within the Maritine
control area.

Q - So Eastern Maine Electric Co-Op could have network
service?

MR. SNOADON: That's correct.

Q - Could Houlton Water Conpany purchase network service if
Mai ne Public Service wasn't?
MR. SNOADON: | f Maine Public Service was not doi ng what?
Q - Yes, if Main Public Service was a point to point
custoner, could Houlton Water chose network service from
New Brunsw ck Power ?

MR. SNOADON: | guess the issue there is if we could
accommodate it we would do it. It would have to be worked
out with the | SA

Q - Okay. And going back to this question | would like to --
IR-2, I would like to ask a hypot hetical concerning net
noncoi nci dent peak demand.

Assune | SA as a whol e was purchasi ng network service
from New Brunswi ck Power and their noncoi nci dent peak
demand, or their separate peak for that nonth was
approximately 100 nmegawatts, and at that tinme or in that

hour they had 50 nmegawatts of generation on |ine, what
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woul d be the billing determ nant for network service for
t hat nont h?
MR. MARSHALL: Run that hypothetical again specifically?
Q - Sure. W are purchasing network service and our peak
demand - -
MR. MARSHALL: Who is -- who is purchasing it?
Q - The I SA as a whol e.
MR. MARSHALL: So the I SA as a whole is purchasing network
service?
Q - Right. Representing the four utilities in Northern
Mai ne. And our peak dermand for the nonth of say Novenber
was a hundred negawatts. And at that tinme 50 negawatts of
that was being supplied by internal generation.
Woul d our building determinant for that nonth be a
hundred negawatts or 50 megawatts for network service?
MR MARSHALL: For the network service transm ssion
believe the billing determ nant woul d be the net nunber at
-- at the border. [If the ISA is taking network service
for the entire system it would be the net nunber at the
border. | believe that that's the intent.
Q - 50 negawatts?
MR. MARSHALL: 50 negawatts. Subject to check
Q - Yes.

MR MARSHALL: We will discuss it with M. Scott who is
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really --

Q - kay. | can --

MR. MARSHALL: This may be an issue nore for Panel D, al
right, but --

Q - Okay. | will ask M. Scott that question. Turning to
MNI SA I R-4. Your response there is that essentially the
PSA woul d be elimnated by this proposed tariff except for
the products that aren't included in the tariff that are
covered in the PSA?

MR. MARSHALL: That would be our intent. Based on the PSA,
and for the Board' s understanding, the Products and
Services Agreenent with Northern Maine was a contractual
agreenent entered into between New Brunsw ck Power and
Northern Maine in order to overcone concerns about market
power that m ght be exercised from New Brunswi ck into that
-- that small narket because they were not connected into
t he rest of Maine.

So we can -- our tariff at that tine again was not
subject to regulation, so we agreed contractually to fix
the prices in the tariff, not change them to offer the
services that were required, auxiliary services required
so that Northern Maine could go forward and operate its
mar ket. So that agreenent |ays down a nunber of

transm ssion services and ancillary services that are now
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inthe tariff before you at this tine.

The intent of the agreenent was that when our tariff
was regul ated by this Board what services woul d be
avai l abl e through that tariff fromthis Board the service
-- the services in the PSA would get replaced with those
services, subject to a condition witten in the contract,
that the ruling and the rates that cane out of this Board
woul d not be discrimnatory to participants in Northern
Mai ne. Subject to that condition they would be repl aced
with this tariff. That was the intent of the -- of the
Products and Services Agreenment. And that's what our
response to this interrogatory says, we would -- we would
want to do that.

But | think in the Products and Services Agreenent
there is a condition to change the agreenent requires
approval of the parties. So again our intent would be to
change it. But it requires that we would need to have
di scussions with the Northern Maine Adm nistrator and the
parties, the actual utility parties who are counterparties
to the agreenent that they agree.

Now i f they don't agree, there is provision in the --
in the agreenment that we could take it to the FERC, |
bel i eve, as an overriding body, if one of the parties

refused to accept this Board's ruling we could take the
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ruling to FERC and have themrule and then make it
mandatory for those parties to accept it.
That's nmy understandi ng of the agreenment and our
position on it.
kay. So you would say that this PSAis very critical to

the efficient operation of the Northern M ne market?

MR. MARSHALL: At the tinme it was certainly critical to the

operation of the market. W would believe that it would -
- if this tariff is approved and accepted by this Board as
filed, when it goes into inplenentation a significant
nunber of itens in the PSA are no | onger essential to the
operation of the Northern Maine market. They can be
replaced by this tariff.

Okay. You nentioned a tie-line interruption service. W

woul d have to conme up with an agreenent for that?

MR. MARSHALL: There are services in the Products and

Servi ces Agreenent which are outside the scope of this
tariff. And our intent there is clear that those -- those
products would continue to be offered to Northern Mine,
and that the Products and Services Agreenment would not be
cancelled in total, but it would still remain in force for

t hose other -- other products.

- What about bal ance in energy?

MR. MARSHALL: Qur position would be that energy inbal ance
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as agreed by this Board in our tariff would be avail abl e.

There -- again there are sonme issues related to operator
to operator handling of that in terns of the inadvertent
exchange that there are details under that that may be
negoti ated between the Northern Miine operator and the NB
Power operator. But that energy inbal ance service as
regul ated by this Board shoul d be adequate. It's
nondi scrimnatory to all parties in New Brunsw ck, and we
see no discrimnation to Northern Mine either.

Q - M understanding of balance in energy, Schedule 4, is
that true? It's Schedule 47

MR. MARSHALL: Schedule 4 of the --

Q - Proposed tariff?

MR MARSHALL: ~-- tariff.

Q - Yes. That would be the service that we would be -- the
Nort hern Maine | SA woul d be subject to to run their market
woul d be Schedul e 4?

MR. MARSHALL: 1Is that the one that has the diagram --

Q - No, this is in your proposed tariff.

MR MARSHALL: Onh, it's Schedule 4 of the -- of the -- for
energy inbal ance before this Board, yes.

Q - Right. And that is different for point to point then for
net wor k?

MR, MARSHALL: Yes, it is.
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Q - Wy?

MR. MARSHALL: W have added in the network service an
addi tional bandwidth to try to provide for sone variation
in |oads. Wereas under the FERC tariff and standard
point to point service it's nmuch nore inportant that
schedul es be bal anced and matched. And that the energy
i mbal ance in there is essentially a penalty nechanismto
keep people within balance. W felt we didn't want to as
punitive to |l oad custoners that were taking network
service, so there is an additional bandw dth of market
related pricing outside the inadvertent range in the
net wor k servi ce.

We are prepared to offer that same bandwidth to
Nort hern Mai ne.

MR. SNOADON: The primary driver for that is the -- is the
nmetering that's avail abl e between the operators. On a
point to point it's generator to | oad, or operator
i nterconnection to interconnection, the netering
information is accurate.

Whereas on a network service you are using netering
that's not readily available to the operator
i nstantaneously. It's only read at the end of the nonth
and then that information is provided. So there is |ess

opportunity for the load to actually make adjustnents to
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the schedule to stay on schedule. And that is why we
introduced this extra bandw dth on network.
Q - You don't feel that you are charging a different price
for the sanme service?

MR. MARSHALL: Well relative to the -- | guess relevant to
the PSA, the bandw dth under the PSA for energy inbal ance
is one negawatt under the old tariff, and then there is an
addi ti onal nmegawatt to get equivalent to what is before
t hi s Board.

So inadvertent will be in plus or mnus 2 negawatts,
which is what the PSAis. So the energy inbal ance before
this Board is equivalent to the energy inbalance in the
PSA for the plus or mnus 2 negawatts.

And beyond that energy inbalance there is an optional
piece in the PSA for purchase of additional bandwi dth at a
capacity price with energy associated with it. But if you
choose not to purchase it it goes to the penalty nechani sm
of , you know, essentially gas turbine prices or down to
the $18 price, which are sinmlar to the penalty mechani sm
prices in the current tariff.

So if Northern Maine does not choose to select the
option piece in the PSA the energy inbal ance service
available to it under point to point is identical to what

isinthis tariff.
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| f you choose to take Network Service then you have
sone additional value in that there is a w der bandw dth
at nore market-related prices rather than the penalty
prices. And that is your choice to whether you want to do
t hat or not.
Q - Under schedule 4 of your proposed tariff when do you

settle the inadvertent?

MR. SNOADON: The inadvertent is settled between the two
operators.

Q - Yes, at what time period though? Daily, hourly, at the

end of the nonth?
MR. SNOADON: A nutually agreed upon time, generally within
t he nont h.
Q - Under the Products and Services Agreenent do we keep
track of inadvertent and we settle that hourly?
MR SNOADON:  Yes.

Q - Are you famliar with the Northern Mai ne market rul es?
MR. SNOADON: Personally I'mnot that famliar with them
MR. MARSHALL: Vaguely but not in detail, no.

Q - But you do agree that the PSA is very critical to the

ef ficient operation of the Northern Miine |ISA inasmuch
that two of your enployees are non-voting board nenbers of
t he | SA?

MR. MARSHALL: Yes, we are aware of that.
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Q - And it is New Brunswi ck's position that we would have to
pur chased schedule 4 fromthe tariff and no | onger would
be able to utilize bands 1, 2 and 3 of the PSA?

MR. MARSHALL: Well, bands 1 and 2 nerge into the
i nadvertent band that is in this tariff, so there is no
di fference.

Q - They are priced different?

MR. MARSHALL: Well, they are -- well, they are inadvertent.
MR MORRISON:. I'mnot trying to -- well, | amtrying to
defl ect sone of these questions, but in a hel pful sense.

| think the Panel D witnesses are nore famliar with
the actual nuts and bolts of how this agreenent operates
and market rules in Northern Maine and so on.

And |'m happy to have the questioning continue. But
it may be nore hel pful to the intervenor to direct those
guestions to Panel D

M. Scott actually is very famliar with this
agr eement .

CHAIRVAN: Is it NB Power's intention to introduce as an
exhi bit that agreenent?

MR SNOADON: W had not planned to do so. If it is the
Chairman's wish we will see that it is entered.

CHAI RMAN: Wl |, certainly --

MR. MARSHALL: It is not our exhibit. If it is -- it's
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Northern Maine's --

MR. BELCHER: Northern Maine would certainly like to enter

it, if we could have the opportunity. And | would al so

put off mnmy questions to Panel D. | have no problemwth

t hat .

CHAI RVAN:  Well, M. Morrison is probably correct, if that

will handle it better, yes.

MR. MORRI SON: Just trying to be efficient use of tineg,

M. Chairman, that is all.

CHAI RVAN:  Ckay.

MR. MORRI SON: |'m happy to have the intervenor continue.

But | think he will get nore ful sonme responses from Pane

D.

CHAI RVAN:  Ckay.

MR. BELCHER. | agree. | wll hold those questions on the

Products and Services Agreenent to Panel D

kay. Turning to M. Marshall's testinony on page 8,
line 19?

MR. SNOADON: Page 8, did you say?

Page 8, line 19?

CHAl RMAN: What exhibit?

MR BELCHER  A-2.

You nentioned that this tariff will enhance the Northern

Mai ne market. Could you explain that a little bit for ne
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pl ease?

MR. MARSHALL: That is -- this tariff as filed will provide
transm ssion service to Northern Maine at a | ower price
than is avail able under the Qut and Through tariff. There
is a reduction in transm ssion costs. There is provision
of all of the ancillaries through the tariff.

So that it will replace pieces again if we agree to
negoti ate and go through the process to replace pieces of
t he PSA agreenent, which is essential to the operation of
the market. So it will -- it will support the market to
the level that it is operating today.

To the extent that the tariff is lower, it wll
provi de access to parties fromfarther away to be able to
conpete in that market. So it should inprove the
conpetition access to that narket.

Q - Okay. Under the tariff on scheduling and system contro
and | oad di spatching, is that cost for the energy control
centre?

MR. SNOADON: Yes. That's correct.

Q - Is that just the costs associated with transm ssion or
for all operations in the energy control centre?

MR. SNOADON: The cost of the distribution operating centre
has been renoved fromthose costs. Those are the

transm ssion-rel ated costs.
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Q - Wat about any costs associated with generation?

MR. SNOADON: There are no generation costs.

Q - And in reactive supply and voltage control, those are
costs associated with generation, or --

MR MARSHALL: Yes.

Q - -- not capacitors and --

MR. MARSHALL: No. Capacitors, inductors, any equi pnment of
that nature is in the transmssion tariff cost. That is a
transm ssi on asset.

The vol tage support and reactive is a service from
generators for field support and operation of generators
to provide voltage support to the system

Q - But it is going to be priced based on a synchronous
condenser ?

MR. MARSHALL: Yes. That --

Q - Is that a generation asset?

MR. MARSHALL: That is -- it uses a proxy of a synchronous
condenser in order to price the equivalent value of it.
Again the specifics of that are panel C evidence, although
| amfamliar with that, being on Panel C.

But the details of that, specifically to get into sone
of the details | would prefer to have M. Porter with ne
at the time | answer the questions.

CHAI RVAN: M. Belcher, I'mgoing to --
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MR. BELCHER: | ' m done.
CHAl RMAN: -- break for lunch now and cone back at 2:00
o' cl ock.

MR. BELCHER: Thank you, M. Chairman.
CHAI RVAN:  You' re wel cone.
(Recess)

CHAI RVAN:  Any prelimnary matters before we start this
af t ernoon?

MR MORRI SON:  Just one matter, M. Chairman. The wi tness
may have m sspoke this nmorning in connection with the
reference to FERC

And | would ask either M. Marshall or M. Snowdon to
correct the record on that.

MR. MARSHALL: We were speaking with reference to the
Products and Servi ces Agreenent for Northern Maine. And
there is a reference in there to the comm ssion. W
t hought that it was to FERC

In actual fact the comm ssion referenced is the Mine
Public Utilities Comm ssion, the board conparable to this
Board in the State of Mine.

CHAI RMAN:  Yes. | wondered -- | frankly wondered why you
woul d have an appeal immediately to FERC.

MR MARSHALL: Well, FERC is referenced in the docunent and

defined up front. 1In reading it last night it said
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comm ssion. | was trying to find out where conmmi ssion
was. It is actually not in the list of definitions. It
isin the text that it is defined as conm ssion. So there
was a little bit of confusion on that. W clarified that
at noon hour.

CHAI RVAN:  Thank you.

MR SMELLIE: M. Chairman --

CHAl RVAN:  Yes, M. Snellie.

MR SMELLIE: -- one mnor matter, sir. | was alittle late
when | tendered copies of the Wite Paper yesterday. And
Ms. Legere renminded ne. So I'mjust going to hand a few
nore to her. And there are nore for intervenors who w sh
to have them

CHAl RVAN:  Yes. Good. Thanks, M. Snellie.

Anyt hi ng el se?

MR BELCHER: Yes, M. Chairman. | would like to enter the
Products and Services Agreenment into the record as exhibit
NM SA- 1.

And ny one final question for --

CHAI RVMAN:  Just a second, if | could, M. Belcher, while |
will mark that.

MR. BELCHER. Ckay. |'msorry, sir.

CHAI RVMAN:  No problem So this Products and Services

Agr eenment between New Brunswi ck Power Corporation and
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Eastern Mai ne El ectric Cooperative, Houlton Water Conpany,
Mai ne Public Service Conpany and Van Buren Light and Power
District dated April of 1999 will be exhibit NM SA-1.
kay. Thank you, M. Belcher. Go ahead, sir.
Q - And M. Marshall just cleared up ny |ast question. Wat
| was going to ask, if you just walk through it real
qui ck, on page 14, section 21.2 --
MR, MARSHALL: Yes.
Q - -- item2, the termnation of this agreenent.
And ny question was which conm ssion does this refer
to?

MR MARSHALL: And that has been corrected fromFERC to the

Maine Public Utilities Conm ssion.
Q - And that is referenced on the first page, | believe?

MR MARSHALL: | believe it is the third "Wereas" fromthe
bottom "Whereas the Maine Attorney General Departnent and
the Maine Public Utilities Comm ssion (Conm ssion)."

So it is defined at that point.

MR. BELCHER: Thank you. | have no further questions.

CHAI RMAN: M. Zed, you have already had your opportunity
with this panel.

MR ZED: Yes, M. Chairnman.

CHAI RMAN: M. Dionne from Perth- Andover Electric Light?

MR DIONNE: Yes. We will be doing ours with Saint John
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Ener gy.
CHAI RMAN: Okay. Thank you, sir.
Depart ment of Natural Resources and Energy?
MR. KNIGHT: Nothing at this tine.
CHAI RVAN:  Thank you, M. Knight.
And of course the Province of Nova Scotia is not here.
So it is Saint John Energy. Wuld you like to nove up to
the front table?
MR YOUNG M. Chairman, would it be all right if we stay
right here? Your preference, sir.
CHAIRVAN:  If that is your preference, unless it causes the
W t nesses sone probl ens, why okay, go ahead. Sonetines
t hose who examine like to be able to see the wtness
squar e- on

CROSS EXAM NATI ON BY MR YOUNG

- Well, good afternoon, M. Snowdon and M. Marshall. Now
fromthe nmunicipal utility's point of view | think we have
just seven areas of focus that we would like to tal k about
her e.

And in fact for this cross examnation all it is going
to be is just a continuation of our interrogatories and
our supplenentals. This is just a continual focus on sone
of these areas that we are | ooking for sone nore answers

on.



- 300 - Cross by M. Young -

| said again seven areas of focus. I'mgoing to turn
the m ke over to M. Dionne here in just a nonent. He
wi Il handl e one of those issues.

M. Marshall, the first policy goal of the Wite Paper
is to ensure a secure, reliable and cost-effective energy
supply for residential, comrercial and industrial
cust omers.

Do you agree with that?

MR, MARSHALL: Yes.
Q - In there sonewhere do you read in whol esal e custoners?
Are whol esal e custoners included in that al so?
CHAI RMAN: M. Young, would you bring the mke in front of
you, sir. I'mlosing you on occasion here.
MR. YOUNG No problem sir.
MR. MARSHALL: Could you point us to where that is witten?
Q - In the Wite Paper in JDI nunber 3 on page nunber 2?
MR MARSHALL: That is section 1.2.17
Q - That is correct.
MR. MARSHALL: Yes. Your question?
Q - You nmentioned previously that you do agree that that is
the first priority of the policy goal s?

Al I was asking as a followup was do you read in

there, or is it included in there, whol esal e custoners?

MR. MARSHALL: It is not explicitly stated. But inherent in
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residential and conmercial, whol esal e custoners are buyers
on behalf of residential and commercial and then supply to
t hem
So | think whol esal e custonmer interests are generally

i ncluded in the objective.

Q - Thank you, M. Marshall. Just to continue on that focus,
will the status quo change in any way with respect to
whol esal e custoners, i.e. their contracts with the

i npl enentation of the open access transm ssion tariff?
MR. MARSHALL: My understanding at this tine is there is no
intention to change those contracts, that the standard
of fer service would be provided by NB Power Distribution

and Customer Service as the standard offer supplier.

And they will do so under -- respect all existing
contracts to custoners. So as |ong as whol esal e custoners
remai n standard offer custonmers of NB Power Distribution
and Customer Service, there is no reason for any change.

That is ny understanding at this tine.

Q - You nmean that on April the 1st Saint John Energy will be
a standard offer service provider or that we will be under
our existing contract on that date?

MR. MARSHALL: On that date, unless Saint John Energy
exercises its right under the marketplace to becone a

separate transmi ssion custoner and to then procure its own
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supply in the nmarketplace -- if it does not exercise that
right, it has the right to continue as a standard offer
custonmer of NB Power Distribution and Custoner Service
under its current contract.
That is ny understanding at this tine.

To sidetrack a little bit, could you explain to ne --
yes, | guess the best word is to explain to ne the role of
the OATT of this tariff in the contract starting April the
1st ?

Is there any role that this tariff will play with

current contracts?

MR. MARSHALL: This open access transm ssion tariff wll

apply to transm ssion custoners under the tariff. Now by
a transm ssion custoner under the tariff, the one
transm ssi on customer we know that will exist will be NB
Power Distribution and Custoner Service as a network
service custoner.

It will not apply to any other customers inside the
provi nce of New Brunswi ck unl ess they explicitly exercise
their right to procure service in the marketplace and
becone a transm ssion custonmer under the tariff.

| f Saint John Energy choose to remain a standard offer
custonmer of NB Power Distribution and Custoner Service

under their current contracts, they will not be subject
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specifically to the terns and conditions of this tariff.
NB Power Distribution and Custonmer Service will be
subject to the terns and conditions of this tariff at al
delivery points in the systemincluding the delivery
points to Saint John Energy.

Q - So that would nean NB Disco will be the holder of the
contract ?

MR MARSHALL: That is correct. The holder of the
transm ssi on network services contract, yes.

Q - Wuld they also be the holder of the contract with Saint
John Energy?

MR. MARSHALL: They woul d be the hol der of -- the current
contract that Saint John Energy has with NB Power
Corporation for delivery of bundled service, that contract
will be -- will be adm nistered through NB Power
Di stribution and Custoner Service. So they will hold that
contract, yes.

Q - That would be that the only change required to own that
contract as it sits right now would be the nane of NB
Power, what formit is going to take to hold that
contract ?

Wuld it be NB Disco taking the place of NB Power, not
NB Transco?

MR. MARSHALL: You are getting into the restructuring and
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the outconme of the restructuring and where that goes. |If
restructuring does not take place, the legal entity would
be NB Power.
It would be adm nistered through NB Power Distribution
and Customer Service. And all rights under that basis

woul d be provided to Saint John Energy under its current

contract.
Now until restructuring occurs, |I'mtalking about
specul ation as to exactly who will have what rights and

when and what entity it will be.

But our intent clearly at this tine is that it is the
Distribution and Customer Service division which under
restructuring is to becone a separate corporation. That
successor corporation will take on the Saint John Energy
contract with it.

Q - So in fact since it is undecided at this point, it could
be NB Power hol ding, be the holder of that contract, or NB
Power Transco, since it is undecided, is that correct?

MR. MARSHALL: The contract with Saint John Energy will not
be held by NB Power Transco. And our intention is it
woul d be held by NB Power Distribution and Custoner
Servi ce.

That is the intent of the Wite Paper. CQCur

understanding -- or excuse ne, of market design committee
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recommendati ons as to who the standard offer supplier
woul d be. And they will carry on those services.

Q - Another area of focus. Boundaries to the transmn ssion
system Coul d you pl ease describe the boundaries to the
transm ssi on system being considered in this application,
just to reiterate it one nore tinme fromyour Panel A
present ation?

MR. MARSHALL: There is two boundaries that have to be
clarified and they are really in the evidence of Panel C
and we will deal with it in detail in the presentation of
Panel C, but just for clarification again, the
transm ssion assets that incorporate the revenue
requi rement of $98.4 million include the generation step
up transforners, the connections of generators to the
system synchroni zing breakers and all transm ssion assets
in the systemdown to the high voltage side of
di stribution sub-station, whol esal e energy sub-stati ons,
| arge industrial custoner sub-stations. So it's all the
vol t age equi pnent from 69 kv down to the | ow side of the
generator step up transfornmers. That's what the
transm ssi on assets are.

For purposes of the tariff the generator step up
transforners and the connection of the generator cost to

the systemare directly assigned back to the generators
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and are not part of the tariff.

The tariff, open access tariff, for transm ssion
services for network and point-to-point, begin at the
upsystem side of the synchronizing breaker of the
generator to the high voltage side of the distribution
sub-station transforners.

Q - Do you own -- excuse nme -- does NB Power own the entire
transm ssion systemin that area that you just expl ai ned
fromend to end, or are there other entities that would
have ownership of pieces of equipnment in there?

MR. SNOADON:. The only -- we -- NB Power owns all the
facilities that you spoke of. There is one line that goes
from Tinker into Perth-Andover that is not owned by NB
Power t oday.

MR. MARSHALL: But it is not subject to this tariff at this
time?

Q - M. Marshall, did you nention that it goes to the | ow
side of the power transformer? | think Saint John Energy

owns all the power transforners in the sub-stations.

MR. MARSHALL: No. | said it goes to the high side --
Q - Oh, excuse ne.
MR. MARSHALL: -- of the power transforners. So if Saint

John Energy owns their transfornmers they are not i ncl uded.

It goes to the high voltage side of those transforners.
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Q - Wuld there be any equi pnment on the |line side of those
power transforners that woul d not be owned by NB Power?
MR. MARSHALL: There is no equipnent in the revenue
requi renent that is not owned by NB Power, as far as | am
aware. They are -- and just to clarify -- there have been

sonme contributions to capital costs for some portions of

the system | believe Maritinme Electric is one, have nade
sonme paynents to upgrade the line from-- to Murray Corner
and to PEI. Those direct paynents which are also not in

the tariff, they have been taken out and they are not in,
because they have been paid for. So it's the remaining
costs associated to the provision of service that's
accessible to all that nakes up the 90 -- the noney that
goes into the tariff.

Q - I'mjust under the belief that Saint John Energy owned a
nunber of high voltage breakers on the line side or high
side of their power transfornmers that they al so own, and
that these are -- in the definition what you just
expl ai ned as the transm ssion area we own it. W own
t hose pi eces of equi pnent, yet we are being nmade to pay
for the use of them |[|I'mwondering if it could be turned
around to be nore fair that NB Power would rent that piece
of equi pnment fromus, the use of it.

MR. MARSHALL: Well it's nmy understanding the costs of
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equi pnent are the cost of equipnment owned by NB Power.
This is the first time | amaware that there are high
vol t age equi pnent owned by Saint John Energy. |If there is
| egitimate high vol tage equi pnent owned by Saint John
Energy that would formpart of the transm ssion system
under that definition, then | suspect that under the
jurisdiction of this Board they should submt a revenue
requi renent for that equipnment to this Board that woul d
then be rolled into this tariff.

Q - Wuld that be sonething that would have to conme before
t he Board or sonething that could be handl ed outside of
this hearing, in your view?

MR. MARSHALL: Well | would hope it would have been handl ed
before we got to this hearing, but since it wasn't |
suggest we coul d neet outside and tal k about it or we can
file it with the Board. It's your choice. You know, we
are prepared to discuss it. If it's a real issue to be
resolved we are certainly prepared to discuss any way that
we can deal with it.

Q - ay. Thank you, M. Marshall, for your honesty there.
Are the high voltage protection devices at NB Power
di stribution sub-stations included in this tariff?
MR. MARSHALL: Could we just check? W will do an

undertaking to verify exactly whether the line is at the
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term nal of the sub-station or at the disconnect -- the
hi gh vol tage di sconnect switch before the transforner, and
whet her or not that disconnect switch is included or not
i ncl uded exactly where that line is.
Q - And could you include in that undertaking if there are
hi gh vol tage protection devices in those subs, could you
tell us how nmany of these devices NB Disco really has?

MR. MARSHALL: W can do that. Again | think this |evel of
detail mght add -- froma policy point of view we are
prepared to discuss the need to address it. The specific
details related with this are really issues for Panel Cin
ternms of breaking down what costs are actually included in

the tariff and what are not.

Q - ay.
MR. MARSHALL: So | really prefer -- we can -- | would
suggest the best way to deal with it is we will review

this, we can talk to you, get all the information and
bring it forward for Panel C for at that point in tine.
Q - It was not -- the issue was just the principle of it,
that was all, not -- the nitty-gritty, the details, we
will work that out.
MR. MARSHALL: Ckay.
Q - Next issue, separating interconnectors fromthe

transm ssion system Either one of you, could you pl ease
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expl ai n agai n why you have included the interconnectors to
t he nei ghbouring systens in the basic transm ssion systenf

MR. MARSHALL: W have included interconnections into the
basic transm ssion system for the sanme reason we have
included radial lines to | oads inside the transm ssion
syst em

They provide an opportunity for access of power to
eligible custoners in the systemin the marketplace. They
provide reliability value to all | oad custonmers in the
system
So we think it's only prudent that they be included in
the systemas are the radial lines to | oads included in
the system because really they are just radial |lines from
the systemto another |oad outside the systemor to
anot her generator outside the system
Q - Is this a comopn practice or is it not also possible to

have themin a separate cost pool that recovers revenue
only fromthose who use them that approach where user
pays?

MR. MARSHALL: No. |In actual fact the common practice under
FERC order 888 is that they all be included in the
transm ssion tariff, and in our Qut and Through tariff we
unbundl e interconnections into a separate cost pool and

charge themonly to users of those interconnections.
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That was one of the objections Hydro Quebec had about
the design of that tariff in that in caused different
rates for Qut and Through.

Under FERC order 888 all those interconnections would
be included into the basic system The only system | am
aware of where there are different charges for
i nterconnections to get out of a systemof the tariff is
Ontari o.

M. Marshall, who is the main user of the inter-ties?

Who hol ds nost of the rights?

MR. MARSHALL: Say your question, who is the main user of

the inter-ties?

That's correct.
A. The inter-ties are used to export power from any
entity who nmakes a transm ssion reservation to access the
external market. They are used by NB Power Ceneration to
bring power into the province for supply to distribution.
They are used for external parties outside the systemto
go through the systemto other jurisdictions. And they
are there at all times available to provide reliable
operation of the systemand can be relied upon in tinmes of
energency to maintain the reliability of all connected
load in the Maritine area.

Wul d NB Power Genco be the | argest user of these
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inter-ties?

MR. MARSHALL: Beg your pardon?

Q - Wuld NB Power Genco be the | argest user of these inter-

ties?

MR. MARSHALL: You have to break down the specific types of
use. | gave you all the uses. And the question is
whet her conmercial use of the interconnections to access
markets is the major use, or whether the existence of the
i nterconnections and their reliability value to all |oad
custoners is the major value of themwe have to sort out.
That value is all to |load custoners. The commerci al

val ue of accessing other markets is to nerchant functions.

Now NB Power Generation and Marketing is the |argest
user of NB Power interconnections today for the purpose of
mer chant function. But they are not the only user of
t hose interconnections.

Nova Scotia Power deliver power across the system and
into Prince Edward Island to a contract in Summerside.
Hydro Quebec deliver power across the system and through
to Mepco. Very often, many tines -- transm ssion cannot
be hoarded. It has to be nmade avail able. Unl ess energy
is scheduled in the transm ssion a day ahead the

transm ssion is rel eased and avail able to anyone in the
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Hydro Quebec and Nova Scotia Power have nade use of
that rel ease many tinmes. Nova Scotia Power has taken

energy from Nova Scotia, through New Brunswi ck to Quebec.

So there -- and there are many parties that use the
syst em
Q - Gkay. That was ny only focus was just to -- there were

three entities fromwhat you have just said, they are the
maj or players and users of this systemwhile the rest of
the province is paying for it. That was ny own only
input. M next question is --

MR. MARSHALL: No. | just want to qualify again that that -
- they are the major users of the inter-ties for
commer ci al pur poses.

The | oad customers in the systemare the ngjor
beneficiaries for the reliability value of the access from
the external areas to bring power into the systemto
guarantee reliable supply.

Q - Another question. 1Is the Eel R ver high voltage DC
system-- the inter-tie system-- part of the transm ssion
systemin the tariff?

MR MARSHALL: Yes.

Q - M next question would be sequence of application in

enabling legislation. Since the application contains nmany

assunptions about enabling |egislation that has not yet
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been produced, e.g. or i.e., corporatization of NB Power
with comercial rates of return, commrercial capital
structure and paynment in |ieu of taxes, what is your
suggestion on dealing with differences between your
assunptions and the actual situation of (a) if |egislation
is introduced before the PUB nakes a decision and (b) if
legislation is introduced after the PUB nakes a deci sion?
MR. MARSHALL: At this point intime we did not prepare this
application contingent on any type of restructuring, any
required |l egislation to go forward.

This is the -- the tariff is our application, what we
consider to be the fairest level of rates, terns and
conditions on which a bilateral market can operate in New
Brunswi ck for the benefit of New Brunswi ck customers and
external users of the system

This Board has been enpowered to hear the tariff in
changes to the Public Uilities Act |ast spring. CQur
choi ce of a deenmed capital structure is our recomrendation
for the proper pricing of the services. It has nothing to
do with the government's restructuring plans, whether they
are conpl eted before, after or ever.

This tariff is the basis of a narket that can operate
next spring. The only change in Act in |egislation that

woul d have to be nade for this market to go into operation
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next April 1st is a sinple Order-in-Council of the
Li eut enant - Governor's Order-in-Council to sinply give
| arge industrial custoners and nunicipal whol esal e
custoners the right to purchase energy from any
conpetitive supplier, and they can do so under this
tariff.

So this tariff is sufficient initself for this Board
to hear. And whether or not restructuring occurs or does
not is irrelevant to this application.

- By restructuring, you mean corporate restructuring of NB

Power, is that correct?

MR. MARSHALL: | said the corporate restructuring of NB

Power is irrelevant to this application before this Board.

- In the event that transm ssion constraints prevent
neeting the needs of all users, will the tariff allow in-
provi nce users to have priority over out of province

users?

MR. MARSHALL: In the terns and conditions of the tariff

there is provision that firmservice, long-termfirm
service, network integration service have equal treatnent.
When it cones to short-termfirmservice, there is --
still firmservice is firm

Net work integration service, however, has preferenti al

treatment over non-firmservice. So network integration
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custoners can use interconnections to access non-
desi gnat ed resources external to the systemto bring in
energy to supplenent their supplies wthout any additional
charge ahead of non-firmservice, if such transmssion is
avai | abl e, but not ahead of firm

So they do have a preferential treatnent relative to
non-firmpoint to point. But not -- and they are equal
with firmpoint to point.

Q - In planning the system w Il enhancenents needed to serve
i n-province | oads be considered separately to those for
out of province | oads?

MR MARSHALL: No. The --

Q - Thank you.

MR. MARSHALL: Qur understanding is they are treated
equally. That if an external custonmer w shes to take
delivery out of the province, and it requires construction
of aline, the costs of the line to the border woul d be
rolled into the tariff up to the value of the additional
reservation revenue that would come in to that |evel

And that is the same for a | oad custoner inside the
province, if it requires construction of a line to a mne
in the mddle of central New Brunswi ck, then that |ine
woul d get constructed and rolled into the tariff up to the

val ue of the revenue generated fromthe load. So I think
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they are treated equally.

Q - Another question. WII a transm ssion franchise that you
have assuned NB Power Transm ssion will have obligate it
to build all transm ssion facilities that are needed?

MR. SNOADON: Yes, that's correct.

Q - Wo will decide what needs to be built? Wwo wll
aut hori ze construction?

MR. SNOADON:  NB Power Transm ssion would do the studies and
t hey woul d aut hori ze the construction.

MR. MARSHALL: The issue is who pays for it.

Q - And the other issue is what role does the Public
Uilities Board have in this matter?

MR. MARSHALL: The Public Utilities Board rules on the
tariff rates, and if there is not enough noney in the
services sold to that custoner, then there would be an aid
to construction required out of that custonmer to pay the
addi tional costs.

So the Board will rule on what is the reasonable rate
and what is a reasonable part of that can be rolled into
the rate and recovered through all customners.

So it conmes down to how do you -- if you -- if the
expansion i s uneconomc, in that there is not enough
revenue fromthe sale of services across it to justify its

expense, then the custoner has to pay the additional cost.
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Q - One of ny last questions. Since the tariff results in
unbundling the rates now charged by NB Power, i n-province
custoners can only determ ne the cost inpact of the tariff
if NB Power al so states what the cost electricity
commodity will be when the tariff is inplenented.

Do you think this statenment is correct, M. Marshall?

MR. MARSHALL: Basically yes.

Q - Wile electricity cost is not at issue in this
application, customers do need to know the cost inpact of
the tariff. |Is this correct?

MR. MARSHALL: Not necessarily. Because you said in order
to understand the costs, you need to know the total rate
effect of the other costs. The tariff in isolation does
not give you an indication of what the total costs are.

Q - WII you, therefore, undertake to prepare a before and
after cost conparison for the whol esal e supply of
electricity and transm ssion to distributors, including NB
Power Di sco?

MR MARSHALL: This is before and after what?

Q - Cost conparison

MR MARSHALL: Before and after what?

Q - OATT. Before it's inplenented and once it's inplenented

MR MARSHALL: | need a lot nore information. |s Saint John

Energy going to remain a wholesale large industrial -- a
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whol esal e standard of fer custoner or are you going to go
into the nmarketpl ace?
Once you show us this undertaking and we feel that we

| ook at the price and the price is right and our custoners

are happy with it, our decision will be quite easy.

MR. MARSHALL: | can tell you that it is NB Power's
intention at this tinme, we are under again -- | hate to
use the words -- price cap legislation -- we are under

sonme formof legislation that restricts what we can do
with our rates.

G ven that, that we would be held at 3 percent, we
woul d only increase rates by 3 percent w thout com ng
before this Board, and that we would increase rates 3
percent, then whatever inpact this tariff has would be
accommobdated within that 3 percent, and so that the
maxi mum i npact on general custoners should be in the range

of 3 percent increase.

- Was that a yes or no?

MR. MARSHALL: That's 3 percent. | can't tell you what the

before or after is. That is what our intention is in
terms of how rates would go.
We expect that -- today we are under this |egislation.
Until it is changed this is what we have to go by. Wat

our expectation is, even if restructuring goes forward,
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even if legislation comes in on a narketplace, the
M nister has said clearly in his statenment to the House on
May the 30th that there is going to be controlled nove
wi thout rate shock to custoners. W presune that that
nmeans we are still going to be held to some formof a rate

cap. And | amassumng at this point in tinme 3 percent.

Q - Wuld you consider to do an undertaking for us to take
our current -- now listen to me just for a nonent, please,
M. Marshall -- to take our current contract of what we

are purchasing from NB Power and just unbundle it?

That is all | amasking is could you take that current
bundl ed anpbunt and supply it to nme unbundled as it would
exi st under this tariff, which we have been trying a
nunber of times to get froma nunber of different people
at NB Power and it would be nice to find one person that
could do it?

MR. MORRISON: Well it can be done. | guess the question is
before we give an undertaking --

MR, MARSHALL: Yes.

MR. MORRI SON: Really these should have been addressed, M.
Chai rman, by way of an interrogatory. Really sonething
i ke this should have been addressed by way of an
interrogatory rather than raise it here.

CHAI RMVAN: M Young, what | heard you say was that you have
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been attenpting to get the answer to this question. Has
it been through this process, i.e. through the
interrogatory process? Have you attenpted to ask that
guestion before?

MR YOUNG No, sir.

CHAIRVAN: It has been in negotiations directly with NB
Power. Well, M. Mrshall, can you provide that kind of

i nformati on?

MR. MARSHALL: |1'mnot quite sure what he is asking. | can
take their --
Q - M. Marshall, I will give you a hand with that. [|'m not

trying to be evasive on this and I don't think you are
trying to be evasive on this.
MR, MARSHALL: No.
Q - Al I'"'masking is our contract the way it is right now,
can you unbundle it and give it to me unbundl ed peri od,

just as it sits right now signed and sealed in that

contract?
MR MARSHALL: [|I'mnot famliar with all the details of the
contract. I'mnot sure. Gven that the billing

determinate in the transmssion tariff is 15 mnute non
coi nci dent peak demand and that the billing determ nant
for Saint John Energy for whol esale custoners is 15 mnute

peak demand of systens. Now I'mnot quite sure whether or
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not there is some consideration of each individual point
or sone are considered together. But given that we can
attenpt to take their bill under that basis and say here
is what the transm ssion charges under this tariff would
be out of that bill. And then whatever is left over is
whatever is left over. | think that -- is that what you
are asking for?
- Except for that whatever is left over part.

MR. MARSHALL: Whatever is left over is the other charges in
the system presunmably generation and adm ni stration
over head or whatever.

CHAI RMAN: That woul d be a partial on the bundling, | guess,
would it?

MR. MARSHALL: That's all | can do at this point in tinmne.

CHAI RMAN:  You are not separating Genco and Di sco?

MR MARSHALL: That's correct.

CHAI RMAN:  |Is that of any hel p?

MR YOUNG That is a first step. | would appreciate that,
M. Marshall. And can | also ask the same for Ednundston
too, for their contract?

MR. MARSHALL: W can't do Perth- Andover because they are
not our custoner.

MR YOUNG That's why | didn't ask. Thank you, M.

Marshall. Wth that | just want to turn it over to M.
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Di onne.

CRGSS EXAM NATI ON BY MR. DI ONNE

- Thank you. | won't keep you too long, M. Marshall.

hear it's good snowrpbiling weat her up hone.

As a result of our Perth-Andover's interrogatory
regardi ng pancaking, M. Mrshall, as you know our utility
has exi sted now for 100 years and we are concerned about
t hrough the deregul ati on process of pancaking of rates.

In our interrogatory you responded that you will be in
favour of rolling the future WPS tariff into the NB Power
tariff. How would you see this process proceeding in the

future?

MR. MARSHALL: | think one thing in response to that.

just want to clarify in -- because | was anticipating you
may ask about this, so | went back through that question
again. The contract between Perth-Andover and WPS Ener gy
Services ends the end of Decenber 2004. And | think in
the response to the interrogatory we said 2005, so | would
like to correct that in the interrogatory.

And the Public Utilities Act as anended | ast spring
exenpted WPS fromfiling a tariff until such tine as
January 1st 2005, which coincides with the ending of that
contract. At that point in tinme our viewis that this is

transm ssion inside the Province of New Brunswick, it's
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subject to the regulatory approval of this Board, that the
reasonable thing to do would be for WPS Energy Services to
prepare a revenue requirenent for that transm ssion. And
t hat Perth- Andover prepare their load, profile a historic
| oad on that transmi ssion. And that we jointly could get
together and go to this Board and roll that into this
tariff. But is subject to a process that this Board woul d
approve.

So you are in favour of no pancaki ng of rates obviously?

MR. MARSHALL: That's correct. W would think that the

reasonable thing to do would be to roll in the revenue
requi renent approved by this Board of WPS' s transm ssi on.
The | oad of Perth-Andover in with the load. And
recal culate the tariff on that basis. And it will nake
very little change because of the relative sizes of those
things, but it will -- that would then all ow Perth- Andover
to access the market under the exact sanme terns as every
other eligible customer in New Brunsw ck.
Okay. As you nention with our contract or agreenent
expiring in 2004, if we extended that agreenent beyond
2004 with WPS, what effect, if any, would the open access

transm ssion tariff have on the extension?

MR. MARSHALL: | guess then that al so becones the

jurisdiction of this Board because WPS has to file a
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tariff application with this Board, you know, for service
effective January 1st 2005. |If they choose to do an
i ndependent tariff, then the Board -- the issue of
pancaking is one now left with the Board. Do they agree
to have pancake tariffs? O do -- would they agree no,
the prudent thing is toroll it in and nake one tariff?
That is up to this Board to decide.

We woul d support one tariff regardl ess of Perth-
Andover's contract | think as being reasonable in the
mar ket pl ace but that's --

MR. DIONNE: Ckay. Perfect. No nore questions, M.
Chai r man.

CHAI RVAN:  Thank you, M. Dionne.

MR. YOUNG That is the end of our questions, M. Chairnman.

CHAI RVAN:  Thank you.

MR. YOUNG Thank you both to M. Snowdon and M. Marshall.

CHAI RVAN: M. MacDougal I, would you like to nove up or do
you have a great nmany books spread out as well?

MR. MARSHALL: | don't, M. Chair, but | had no questions.
| only have one, so | can nove up to ask one.

CROSS EXAM NATI ON BY MR MACDOUGALL :

- Good afternoon, M. Chair, Panel Mnbers. Good
af t ernoon, gentl enen.

MR. MARSHALL: Good afternoon, M. MacDougall.
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M. Chair, just one question arising actually out of the
Pert h- Andover questions. Maybe two questions. M.
Marshal |, when you were tal king there about NB Power's
view with respect to the pancaking of tariffs, you
acknow edge, however, that the transm ssion assets that
you are discussing are owned by another entity, not NB

Power, correct?

MR. MARSHALL: That's correct.

And it is up to that entity to determ ne what application

and the type of application they may nmake to this Board?

MR. MARSHALL: That's correct. And this Board has

jurisdiction over transm ssion services in New Brunsw ck
so it may have sonme opinion as to how that tariff be

i mpl enent ed.

- That's right. But that matter isn't before the Board at

this point in time?

MR. MARSHALL: No. And it's not the jurisdiction of this

Board until January 1st 2005.

MR. MACDOQUGALL: Thank you very much. M. Chair, just so

that you know we probably won't be here for the next week
or so, but we will be back for Panel C. Thank you very

much.

CHAI RVAN: M. MacNutt, how |l ong do you think the Board

counsel's cross will be?
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MR. MACNUTT: | have been notoriously incorrect in the past.
CHAI RMAN: | am al ways hopeful for a change.
MR. MACNUTT: |'m saying now 40, 45 mnutes and you can --

based on past estinates you can predict.

CHAIRVAN: Al right. What we will do is give M. MacNutt -

- we wll take a ten m nute break right now and go to his.
And probably the other Panel could be put on tap.
(Recess)

CHAI RVAN: | have been inforned that the Town of Sunmmerside
is represented here today and had sone questions they
wanted to put to the panel. So accept ny apol ogies. |
didn't realize. You weren't here yesterday, | guess.

MR. GAUDET: Thank you, M. Chairnman.

CHAI RMAN:  And your nane, sir, for the record?

MR. GAUDET: G eg Gaudet from Summer si de.

CHAI RVAN: A Gaudet fromthe Island of course.

MR. GAUDET: Just one real question for the panel.

Basi cally nmy understandi ng of reading the docunents, one
guestion that arose to the City of Summerside was how or
what woul d be the position of NB Power in exercising the
OATT with regards to Sunmmerside being classified as a
network service customer operating through a third party?
Wul d they be classified or available to get that

servi ce under OATT?



- 328 - Cross by M. MacDougal | -

MR SNOADON: Is that third party Maritinme Electric? O
could you clarify what you neant by through a third party?

MR. GAUDET: Sure. W have arrangenents or contracts with
parti es outside the province of New Brunswi ck which we are
buying electricity from wheeling it through New Brunsw ck
through a second entity, Maritime Electric to ourselves.

So the question beconmes woul d Sumrersi de be eligible
to be classified as a network service custoner under the
OATT as it is presented to the Board in its current state?

MR. SNOADON: Qur hope would be that that woul d be possible.

W would have to work with Maritine Electric to see if

t hey woul d change the -- or bring the delivery point of
Summer si de back to the cable and adm nister the account as
they are today. |If that were possible then we could treat
it as a network custoner.

MR. GAUDET: Thank you very much

CHAI RMAN:  Thank you, M. Gaudet. M. Morrison?

MR. MORRI SON: M. Chairnman, just an undertaking that was
given earlier this afternoon that had to deal w th high-
vol tage protection devices. And | believe M. Snowdon is
prepared to answer that question.

CHAI RVAN:  Yes.

MR. SNOADON: Yes. The question was asked, are the high-

vol tage protection devices that are physically located in
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di stribution substations part of the tariff or not?

And we reviewed that at break tinme and determ ned that
there are no assets in the distribution substation that
are part of this tariff.

So the breakers at Saint John Energy we are talking
about would be treated the same as the high-voltage
protection devices in the NB Power Distribution
subst ati ons.

CHAI RVAN:  Just before | ask M. MacNutt to go ahead for
Board counsel, M. Marshall, | had just one question. And
it flowed out of Saint John Energy's questions of you.

And you were tal king about the interconnects with the
ot her systens and where the cost was to go and the benefit
of those interconnections. One was on the comerci al
side. But the other is on reliability, as |I understand
it.

What about the DC interface with Quebec? Could that
be called up on the 10-mnute reserve? O is it only on
the basis of 30-mnute that you would be able to use that
on areliability basis?

MR. MARSHALL: M. Snowdon is nore qualified to answer the
oper ational aspects of that.

MR. SNOADON: Certainly the DC interconnections can be

called on virtually instantaneously.
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CHAI RVAN:  Is that right?

MR. SNOADON: It is a matter of whether or not there are
rights to -- or contracts in place to obtain the energy
from Quebec, to provide that as 10-m nute reserve.

CHAI RVAN:  Are there?

MR. SNOADON:  No, there are now. Were the interconnection
wi th Quebec woul d be woul d be during an energency the
control area operator would go through a series of what we
call enmergency operating procedures.

And part of the step in those procedures are when your
i n-province operating reserve is dowmn to a zero point then
you call on your interconnections for support.

And we could call on Hydro Quebec -- or Trans Energie
to provide us with enmergency energy that would allow us to
back down generation inside the province that we would
count as 10-m nute reserve on our own system

CHAI RVAN:  Yes. (kay.

MR. SNOADON: So fromreliability, it is the effect of 10-

m nute reserve. But you have to be into your energency
operative procedures before the operator can take over
that right to access that emergency energy.

CHAI RMAN:  Yes. (Kkay.

MR SNOADON:. Up to that point in tinme it has to be a

commerci al arrangenment between the |oad responsibility and
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a generator in Quebec.

CHAI RVAN:  Yes. (Kkay.

MR. MARSHALL: But such a commercial arrangenent has
significant reliability value. Parties in New Brunsw ck
are free to go to contract with Hydro Quebec or parties
t hrough Hydro Quebec or in Quebec, and can contract for
energy.

| f that energy supply is com ng then across that
i nterconnection, that is generation resource that doesn't
have to exi st inside the province.

CHAI RVAN:  Yes.

MR. MARSHALL: So whenever there is any unavailability of
generation in New Brunswi ck, it can be made up for by
shorttermcontracts.

And it doesn't necessarily have to be within 10
mnutes. It can be after an outage occurs, this could
happen in an energency for the first 10 mnutes or for a
short period of tinme.

Then there could be a comrercial contract put in place
after an hour or two to buy energy and capacity to bring
it inin order to keep the lights on in New Brunswick to
serve all the customers.

CHAI RMAN:  Yes. My understanding after the tour of your

centre was that with the ACit is an instantaneous thing.
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You know, if Lepreau goes down or off the system why then
everybody nudges theirs up all the way to the M ssissipp
Ri ver, kind of thing?
MR. MARSHALL: Yes. That is correct. Gkay. That
happens. But the DC -- the DC still can ranp very
quickly. It is not instantaneous. It doesn't occur on
the first cycle. But it can occur within a few cycles.

So it can occur within | ess than a second in ranping

up DC. So it is still very rapid.

CHAI RMAN: Okay. Good. Thank you, gentl enen.

Go ahead, M. MacNutt.

MR. MACNUTT: Thank you, M. Chairman.

CROSS EXAM NATI ON BY MR, MACNUTT:

Now M. Bartlett says at page 1 of his evidence, which is
exhibit A-2, and it is not necessary to turn this up,

because | think we can go pretty far w thout |ooking at --

CHAIRVAN:  I'msorry. | can't hear you, M. McNutt.

MR. MACNUTT: | think we can go pretty far w thout | ooking

at -- turning up docunents for the nonent.

M. Bartlett says at page 1 of his evidence, which is in
exhibit A-2, that the tariff would be defined for a three-
year peri od.

At page 2 of his evidence M. Bartlett says that the

tariff that is required is the foundation for the
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bilateral contract market to be inplenmented in New
Brunswi ck in 2003.
Am | correct in assum ng that NB Power w shes the
tariff to operate for an initial period of three years?

MR MARSHALL: That is correct.

Q - What date does NB Power wi sh the Board to set as the
effective date of the tariff?

MR MARSHALL: | think the effective date of the tariff
shoul d be April 1st when the nmarket opens, or whatever
date the Provi nce passes either an Order-in-Council or
| egi sl ati on or whatever enables |large industrial and
whol esal e custoners to access a conpetitive supplier.

So it should be coincident with the availability of
whol esal e access on the custoner side because the tariff
provi des the availability on the delivery side. So the
two shoul d be coordi nat ed.

Now t hat -- so whatever date they coordinate those is
when it should go into effect.

CHAIRVAN: | would like to see when the Board's decision
was actually rendered.

MR. MARSHALL: Right now our target is April 1st.

Q - Nowif the Board approves the tariff for a three-year
period conmencing April 1st 2003, the | ast day of the

t hree-year period would be March 31, 2006, correct?
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MR, MARSHALL: Yes.

Q - Inits application NB Power has requested the Board
approve, as a part of its approval of the tariff, a
per f or mance-based rate with price cap, correct?

MR, MARSHALL: Yes.

Q - | assune that at the conclusion of the present tariff
heari ng, NB Power w shes the Board to set the rates for
the initial year of the tariff, is that correct?

MR, MARSHALL: Yes.

Q - Therefore the PBRwith price cap would apply begi nning
with the effective date of the tariff?

MR. MARSHALL: Yes. W would expect -- and again the
details on this are probably handl ed by Ms. MacFarl ane and
Dr. Morin.

But we woul d expect the Board to approve the tariff
for the first year. And the PBR would not kick in until
the second and third year, okay, as you --

Q - wWll, that is where we are going. But if the Board
approved the tariff, the PBR would be effective fromthe
initial date but not have an effect or be applied to the
rates until the end of the first year, is that not
correct?

MR MARSHALL: That is correct.

Q - So just let me go through this. So as a practica
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matter, assumng the tariff, including PBR with price cap
is approved for a three-year period, PBRwith a price cap
woul d apply to the initial rate established for the tariff
at the end of the first year and cause the rates to change
for the second year effective April 1, 20047

MR. MARSHALL: | think that is basically correct.

Q - Yes. So you would agree with nme that the PBR with price
cap would effectively set the rates for the tariff for
each of the years commencing April 1, 2004 and April 1,
2005, correct?

MR, MARSHALL: Yes.

Q - Wat happens in the fourth year following the initia
date of the application of the tariff?

MR. MARSHALL: | think at that point in tine it would depend
on what the performance was, whether there was a need to
have anot her hearing or not, or whether the TBR was
wor ki ng effectively and could just continue on beyond that
point. But that would be under the jurisdiction of the
Board at that tine.

Q - But if the tariff were to apply for a three-year period
only, would you not expect NB Power, or Disco at that
time, to apply before the expiration of the third year
period for the extension of the tariff beyond the initial

t hree-year period?
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MR. MARSHALL: | guess -- yes, it is a question of semtics.
If the application is granted for three years --
specifically for the three years then there would be need
to be sone application to say this works, just continue
t he sane process.

Q - Wat is it that NB Power is applying for? You advised ne
earlier in nmy questions that it was for a three-year
peri od.

MR. MARSHALL: | think nmy understanding -- and again the
details would be better with Ms. MacFarl ane -- but ny
understanding is we are applying for an initial three-year
period. It's three years to see how PBR works based on
the formulas put in place. And that it could continue
beyond the three years but it would be a mnimmof three
years. Again, subject to check. | think Ms. MacFarl ane
is the correct one to respond to that but we can undertake
to get that specific answer.

Q - Yes. Wuld you do that for me, please? Because this is
a policy matter and goes to the fundanental tariff being
applied for.

Now i n response to Baysi de Power supplenental 26
which is in A-- exhibit A-6. NB Power states that: The
tariff is proposed to be inplenented prior to the opening

of the market on a date to be determ ned by the PUB. What



- 337 - Cross by M. MacNutt -
is the date that NB Power expects the market to open?
Per haps you have al ready answered that.

MR. MARSHALL: April 1st.

Q - Subject to the qualifications you gave us earlier?

MR, MARSHALL: Yes.

Q - Wiy is it necessary for the tariff to be inplenented
prior to the market opening -- open date?

MR MARSHALL: Because the bilateral market can't function
wi t hout transm ssion access to custoners inside the
market. The tariff is the vehicle or the foundation upon
which that -- those bilateral transactions can occur. And
it's essential to the operation of the market.

Q - Nowthe legal entity applying for the approval of the
tariff is the New Brunswi ck Power Corporation?

MR MARSHALL: That's correct.

Q - How does NB Power propose that the approved tariff as a
result of these hearings would be made -- apply to what
has been called NB Power Transco if and when it is
created?

MR. MARSHALL: The -- this tariff application again is from
the legal entity, NB Power Corporation. It would be
whet her or not NB Power is restructured with separate
corporations or not, that NB Power Transm ssion as a

business unit is the entity that admnisters the tariff
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today and would be the entity that would adm nister the
tariff and do all the legal work to deliver the services
under the tariff.

So what ever successor corporation or entity replaces
NB Power Transm ssion would take on that responsibility.
And the tariff rights and obligations could be assigned to
that entity for delivery of service.

Q - And are there any provisions in the tariff as applied for
whi ch address that transition or bestowing on the newy
created entity assumng that it is created?

MR. MARSHALL: | amnot aware of any at this tinme. This
tariff is an application of the integrate NB Power
Corporation as the foundation for a bilateral market for
next year. It is not conditional upon restructuring. It
is conditional only on an Order-in-Council for whol esale
and large industrial custonmer access to be the basis of a
mar ket .

Q - Now |l amgoing onto another matter. | amgoing to refer
to page 61 of the tariff which is in appendix C A-3,
exhibit A-3. And it is page 61, paragraph 26 of the
tariff, appendix C of A-3. \Were under the heading of
stranded cost recovery, the follow ng appears. And | wll
read the quote so it may not be necessary for you to turn

it up. Because it is a stand al one paragraph under the
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headi ng stranded costs recovery.

Appendi x C, exhibit A-3, the tariff itself, page 61
par agraph 26. It states -- paragraph 26 states: The
transm ssi on provider nust seek to recover stranded costs
fromthe transm ssion customer pursuant to the tariff.
However, the transm ssion provider nust separately file
any specific proposed stranded cost charge with the Board.

Now in NB Power's response to PUB IR-91, which is in
exhibit A-4, but | will quote fromit. It is stated,
guote, NB Power's premse is that the | egislative changes
that give authority over stranded costs to this Board wll
be in place before this hearing is concluded. Reference
is then made to the MDC reconmendations that the Board be
given authority to determ ne stranded cost review and

adj ust them as necessary. Correct?

MR. MARSHALL: Yes, that is what it says.

Right. Now do you accept that the Public Uilities Act
as currently anended does not include any authority in the

Board to deal with stranded costs?

MR. MARSHALL: That is my understandi ng.

- What does NB Power propose to do with this provision

shoul d the |l egislation not be enacted by the tine the
Board is in a position to approve the tariff at the

conclusion of the present hearing? That is with respect
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to stranded costs.

MR. MARSHALL: If there are no changes in |egislation or no
provi sion going forward, then we could item ze what we
think is right. But if there is no power to the Board to
deal with stranded costs at that point in tinme, then
guess we don't get to apply for any.

Q - So that if the -- you would agree with me then in
conceptual terns that should the |egislation not be
enacted in time for the Board to deliver its decision,
that NB Power woul d probably best follow the procedure of
wi t hdrawi ng the reference to stranded costs fromthe
tariff. Wuld that not be appropriate?

MR. MARSHALL: This wording in the tariff is -- | believe is
standard FERC proforma wordi ng on stranded costs from
Order 888, where the FERC comm ssion has been repl aced
wi th Board, other than that the wording | believe is
pr of or ma.

It's NB Power's intent that if there are stranded
costs we have an obligation to our customers to pursue
them so that there is no cost shifting to other custoners.

That's a principle that is enshrined in the Wite Paper
policy docunent that there -- opportunity for people to
participate in the market be there but it not be subject

to cost shifting to other custoners.
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Mar ket desi gn upheld the sanme position and recomrended
sone additional neans of how stranded costs m ght be
recover ed.

It's our position that if the restructuring in the
| egi sl ati on does not get all in place for a conpletely
restructured market at NB Power, we would petition the
government to at least get in mniml changes to the
Public Utilities Act so the Board woul d have the power to
deal with stranded costs strictly within the ternms of the
tariff.

Q - But if the legislative provisions were not in place by
April the 1st how would NB Power handle that? O stranded
cost s.

MR. MARSHALL: | guess | -- we would have a discussion with
our |legal counsel to see what |egal box we were in to dea
with it.

Q - Now on the same topic, but assuming that there is
approval of authority for stranded cost to be handl ed by
t he Board, please describe the process you would follow if
it was necessary to recover stranded costs, indicating in
your answer what woul d happen, what information would be
filed with the Board and what approvals fromthe Board
woul d be required in matters of a |like nature?

MR. MARSHALL: That's a little speculative at this tine.
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Stranded costs in our view would constitute essentially
| ost revenue froma custoner exiting the system so based
on what is the lost revenue of the total integrated
service. So there may be sonme transni ssion stranded
costs, there may not be. There would |ikely be sone
generation fixed costs, stranded costs. So the issue is
on a |l ost revenue basis we would try to eval uate what
revenue is |lost, how nuch of that revenue could be
mtigated by taking the resources to other markets or
ot her opportunities. And the stranded costs would be the
resi dual between the |ost revenue and the mitigation
anmount .

Now that's the standard approach on a | ost revenue
basi s of evaluation of stranded cost. R ght now that's
our thinking but we have not conme to a definitive policy
position in NB Power to say, this is exactly how we are
going to do it.

We do not foresee at this point in tine that there
will be significant to the customers and significant
anount of stranded costs at the opening of this market.

But if there were stranded costs as perceived by NB Power
woul d you not agree that you would file with the Board any
speci fic proposed stranded cost charge as stated in

paragraph 26 in the tariff that we just discussed?
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MR. MARSHALL: Wen the |egislation would be changed to

enpower the Board to hear and approve stranded costs we
woul d propose a nethodol ogy to the Board. W would
propose detailed informati on under which it could be

cal cul ated and a process at that tine.

So your understanding that the paragraph calls for the
information that would be filed with the Board and t hat
t he approval of the Board woul d be sought as a result of

that filing?

MR. MARSHALL: It says literally the transm ssion provider

separately file any specific proposed stranded cost charge
with the Board. So our nechanismfor recovery of stranded
costs we expect to be under the regulation of this Board

and we would file a procedure when the Board is enpowered

to hear it.

- And you woul d be seeking approval of the Board for the
stranded costs you had identified in the filing?
MR. MARSHALL: | woul d expect so.
So perhaps -- would you not agree then that the words --

t hat paragraph 26 woul d perhaps be amended in the second
sentence to read now however, the transm ssion provider
nmust separately file any specific -- for approval any
speci fic proposed stranded cost charge with the Board.

Wul d that not be appropriate to insert the words "for
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approval "?
MR. MARSHALL: It's subject to what the |egislation would
change that woul d enpower the Board to hear.

Q - Okay. And if the Board was enpowered to hear and give
approval it would be appropriate to amend the provision in
the --

MR. MARSHALL: If the Board is enpowered to approve the
rates then for approval would be correct.

Q - To add it to that paragraph

MR. MARSHALL: If the Board is enmpowered to sinply approve a
nmet hodol ogy, then the nethodol ogy is what they would
approve, but until the power is given to the Board | can't
-- you know, we are into sone senmantics over what the word
shoul d be. This particular clause 26 at this point in
time is difficult to deal with because the Board is not
enpowered to deal with stranded costs.

Q - Okay. Wwell I will ask nmy final question on this and you
have already touched on it. Wuld it be your intention
that the nethodol ogy woul d be subject to review and
approval by the Board or would the approval of the Board
be required only with respect to the calculations within
t he net hodol ogy?

MR. MARSHALL: If that's what the methodology -- if approval

of the nethodol ogy, then | would say yes, that's probably
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reasonabl e.

Now on to a different topic. 1In this application NB
Power has filed for rates based on estimtes of costs and
revenues for a future test year. Certain aspects related
to the operation of the transm ssion market in New
Brunswi ck wi Il undergo significant changes in 2003. G ven
the additional uncertainty that this creates, what
information with respect to the operation of the
transm ssion provi der does NB Power consider it would be
appropriate to file with the Board on a nonthly basis?
What |'mtal king about, there is nonthly filing of cost

and revenue information, or additional information.

MR. MARSHALL: ©One nonths' information is other than a cash

flow issue of the transm ssion business unit, really
doesn't have a whole lot of information in it. The tariff
is designed on a 12 coinci dent peek basis, or annual
revenue requirenments, collected on the -- allocated on a
12 coincident peek basis across the system and coll ected
on nont hly noncoi nci dent peaks. So revenue will be very
different in some nonths conpared to others. And costs
are not really assignable by nonth. Costs -- a |lot of the
costs are only annual costs, so its nonthly allocation is
really not relevant.

Wel | perhaps we can cone at it froma slightly different
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direction. What information was NB Power planning on
filing and with what frequency?

MR. MARSHALL: | don't know, and again | woul d suggest that
t hat question be addressed to Ms. MacFarlane. She is the
Vi ce-president of Corporate Finance and she will be able
to deal with that.

Q - So you are deferring to another panel. Still on the sane
topi ¢ though, would you not be -- Transco be operating on
a nonthly budget systemthat -- and then you wold be doing
conparison -- a nonthly conpari son budget versus actual ?

MR SNOADON:  Yes, that's true.

Q - Wuld it be appropriate or inappropriate for that type of
information to be filed with the Board so it could be kept
current with what is going on in the changi ng nmarket?

MR. SNOADON: Procedurally the information would be
avai |l able and could be filed. Like Bill said -- or M.
Marshall said -- I'"mnot so sure of the relevance on a
monthly basis. Certainly on a yearly basis it has nuch
better conparatives.

Q - Do you consider it appropriate to file at |east the
annual information with the Board for information
pur poses?

MR. MARSHALL: We think that that would be required under

the PDR to show what the annual performance was and then
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how t he adj ustnment woul d go forward.

This is an area that we really don't have a | ot of
expertise in. | would suggest Ms. MacFarl ane certainly
can handle it in ternms of the filing of information.

We expect again relative to operation of the market
pl ace -- there have been recommendati ons for market
desi gn, about nonitoring of the market, about
responsibilities that the -- an independent system
operator may have relative to the Board to nonitor the
mar ket, the need to publish information relative to use in
the system

So | think that there is roomhere for a filing of
what is prudent information in terns of the use of the
system collection of revenues, whatever they are, on a
regul ar sort of a basis.

So if that's what you are |looking for, information so
that the Board can carry out its job to overview and
nmonitor the market place, we are prepared to do whatever
is required to fill that function.

MR. SNOADON: | mght just add to that answer, with the PBR
and the perfornmance nmeasurenents that are included with
that, there will be a need to have an ongoing rel ati onship
built with the Board to nmonitor that and certainly nore

frequently than yearly is appropriate for that. | would
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suggest quarterly for that.

Q - Yes. Because this is due to the uncertainties and
unpredictability of the initial market, is that correct?
There is a need to nonitor this on a fairly cl ose basis?

MR. SNOADON:  |'m not sure what you nmean by uncertainty of
the market, but generally speaking | agree with you.

Q - Nowlet's leave that at that point. W wll perhaps | ook
at the other panel for the particular information.

Now on another matter, M. Snellie questioned you with
respect to NB Power intentions with the tariff in respect
of FERC this norning, or |ate yesterday. For FERC to
consider the tariffs reciprocity provisions acceptabl e,
must the tariff be FERC conpatible or FERC conpliant, and
at the same tine explain the difference between the two
concepts in relation to FERC?

MR. MARSHALL: | think the question cones down -- FERC have
in their Oder 888 tariff laid down reciprocity
conditions. As | said yesterday to M. Snellie, they are
| ooki ng for conparable service that you treat yourself and
take service under the tariff with your own facilities the
same way as you treat anybody else. That's the gol den
rule of transm ssion pricing and access, the conparability
principl e.

And that the tariff be actually desi gned based on the
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revenue requirenment to collect a revenue requirenent.

Now FERC has gone further in saying what defines
transm ssi on and what does not, and it nmade sone |ines as
to what costs should or should not be included in
transm ssi on.

Everything in this application neets all of those
requi renents that FERC have | aid down.

But FERC do not require non-jurisdictional utilities
to file their tariffs for approval by FERC. They do
provi de an opportunity if you choose to and you want to
say this nmeans that you can file that but it's not
required to be filed. FERC essentially has said that, you
know, even in its RTO order we can have a dotted |ine at
t he border and sovereignty has to be respected and the
regul atory jurisdictions have to be respect ed.

So ny viewis that this tariff as applied is
conpatible with FERC Order 888 and this Board can then
review it and nmake recomrendations on it and accept it as
is or wwth some m nor changes. FERC will accept that as
bei ng conpatible and it will neet the needs of
reciprocity.

Now on a different topic again. In your discussions with
M. Zed yesterday with respect to inadvertent energy

exchange energy inbal ance, did you nean to indicate that
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t he decisions of the operating comrmittee woul d supersede
t he decisions of the Board?

MR. SNOADON: | nadvertent is operator to operator deviations
of f schedule. It's not really in -- dealt with as energy
i mbal ance. Energy inbalance is before the Board in terns
of howthat will be dealt with. Inadvertent is not part
of the tariff.

Q - Is it NB Power's position that the tariff apply equally
to all parties, or can sone parties negotiate different
ternms?

MR. MARSHALL: No, this is a non-discrimnatory tariff. W
woul d treat all parties equally including ourselves.

Q - Nowis it your -- onto another topic. Is it your
under standing that one of the requirenents with respect to
a FERC pro forma tariff is that the rates recover the
revenue requiremnment as established by the regul ator?

MR. MARSHALL: That's correct.

Q - Now, M. Snowdon, is it the evidence of NB Power that for
t he purposes of establishing rates the transm ssion
busi ness unit should be treated as a stand-al one conpany?

O M. Marshall?
MR. MARSHALL: That's what | -- in our application we have
put forward the revenue requirenent based on an equival ent

private corporation.
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Q - Now as a stand-al one conpany you woul d expect that there
woul d be a chief executive officer in charge of that
conpany that would make the final decision on key policy
issues. |Is that correct?

MR. MARSHALL: If it was a conpletely independent conpany,
yes.

Q - For the purposes of this application who is the chief
executive officer with respect to this application?

MR. MARSHALL: Wth respect to this application the chief
executive officer is Stewart MacPherson, President and --
Acting President and CEO of NB Power.

Q - Nowit's ny understanding that M. MacPherson i s not
schedul ed to be one of the witnesses on any of the panels
here in this hearing. |Is that correct?

MR MARSHALL: That's correct.

Q - To whom should we be addressing our questions with
respect to policy matters in relation to the transm ssion
di vision of NB Power, and ultimtely the proposed separate
entity known as for discussion purposes, NB Transco?

MR MARSHALL: You can address themto M. Snowdon or |
Again, as | said earlier, |I think they are irrelevant to
this hearing.

This hearing is an application of an integrated

utility NB Power Corporation for a transmission tariff for
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a bilateral market that can open next April 1st.
Restructuring is irrelevant to the application.

Q - Now, okay, you are answering, you are speaking on behalf
and bi nding NB Power on policy issues with respect to the
transm ssi on division, and one assunes the proposed D sco.

Is it the intention of NB Power that the provision of
ancillary services be done on a breakeven basis, that is,
that the revenues fromthe providing of the ancillary
servi ces woul d equal the cost of providing the services?

MR. MARSHALL: In the application the ancillary services are
based on proxy unit costs. The generation related
capacity services are based on proxy unit costs. The
system control and dispatch is based on the transm ssion
system costs of the energy control centre. Voltage
control is based on proxy unit costs based on a
synchronous condenser.

Q - So you have broken down the various ancillary services
and addressed the cost. You haven't answered ny questi on.

And that is, is it the intention of NB Power that the
provi sion of ancillary services on a conceptual basis be
done on a breakeven basis, that is, that the revenues from
the provision of the ancillary services would equal the
cost of providing the services, yes or no?

MR. MARSHALL: No. They are based on proxy unit costs which
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are reflective of the value of those services, are
reflective of the costs of providing those services by
different conpetitors in the nmarketpl ace.

Q - kay. I'mgoing to ask you to turn to page 2 of M.
MacFar | ane's evidence at tab A-4 in exhibit A-2. And |
want you to turn to table 1-A

CHAI RVAN: M. MacNutt, just pull your mke just a bit.

Q - Yes. kay. Exhibit A2, tab A-4, Ms. MacFarl ane's

evi dence page 2 there is a table, 1-A
MR. SNOADON:  Yes, we have it.

Q - kay. Go toline 4 and you will see that the expenses

for ancillary services to be 38 mllion -- 38.7 mllion?
MR, MARSHALL: Yes.

Q - Nowin the sane table on line 1 the total revenue

requi renent is shown as 137.1 mllion?
MR, MARSHALL: Yes.

Q - Okay. Now |l now want you to turn to page 1 of M.
Levine's evidence in the same exhibit. And there is a
table 1 on that page.

MR, MARSHALL: Yes.

Q - Nowtable 1 shows a total revenue requirenment for the
transm ssi on business unit excluding ancillary services to
be 98.4 mllion?

MR. MARSHALL: Yes.
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- Now the difference between revenue requirenment is 38.7

mllion?

MR. MARSHALL: Ckay. Yes. Your question now?

- So I'mcorrect in assumng therefore that the provision

of ancillary services is to be done on a breakeven basis?

MR. MARSHALL: Fromthe transm ssion provider, that is

correct. Fromthe transm ssion business unit it is a pass
t hrough cost.

The proxy unit costing is nethodology using to price
and cost the value of those ancillary services fromthe
generation provided. So that is the value or cost of the
servi ce.

The transm ssion business unit woul d purchase those
services from Generation and pass themthrough in the
tariff, collect the noney fromthe tariff. And the noney

woul d just pass back through to Generation.

- So you are saying that Transco -- let's talk in terns of

Transco -- would pay out 38.7 mllion to Genco?

MR. MARSHALL: Yes. Well, the 38.7 mllion is the

generation-related ancillary service costs, for voltage
control, spinning reserve, 10-m nute reserve, supplenenta

reserve and regul ati on and frequency control.

- That is four of the six ancillary services identified in

the tariff, is that correct? O am|l confusing the issue?
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MR. MARSHALL: Well, the issue is energy inbalance is a
service. But it is not really a cost -- it is nore of a
penalty mechanismto stay on control

So it is settled nonthly. And it would be -- any
value in it gets credited back into custoners across the
system

Q - wll, let's --

MR. MARSHALL: The 38.7 mllion is for the capacity-rel ated

generation ancillary services.
Q - So that is payable by Transco to Genco?

MR, MARSHALL: Yes.

Q - So in that situation it is breakeven for Transco?

MR. MARSHALL: Transco breaks even, yes.

Q - Correct. How do you arrive at that 38.7 mllion?

MR. MARSHALL: That is detailed in Panel C evidence. And |

woul d prefer that we wait till Panel C. There is a
significant anmount of detail into the proxy units and the
nmet hodol ogy.

W will be dealing with that in the detailed
presentation, in that nethodol ogy at that tine.
Q - Are there any existing contracts that would call for that
paynment ?
MR. MARSHALL: Wbuld you repeat that please?

Q - Are there any existing contracts or obligations that
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woul d see that amount paid in the first year follow ng the
i npl enentation of the tariff?

MR. MARSHALL: At this point in tinme?

Q - Correct.

MR. MARSHALL: At this point intime there is no contract
per se. Those -- the value of those ancillary services
today is provided in the bundled rates of NB Power to al
of its | oad custoners, inside the bundled rates.

It is provided from NB Power Ceneration as a service.
The rates of NB Power Distribution to all of its
custoners include the value of distribution, transm ssion,
ancillary services and capacity and energy.

Q - And how are they arrived at? Wat is it based upon
actual, an estimate, a study? How do you arrive at the
amounts that are included for that in the bundle?

MR. MARSHALL: They are not costed out individually in a
bundl ed rate. Bundled rates are based on the total costs
of generation, total cost of service of distribution,
transm ssi on, generati on.

Q - Do you keep records for internal purposes to identify
these ancillary service costs, so you know whet her they
are going up or down, increasing or decreasing?

MR. MARSHALL: |'mnot aware of any. Qher than the study

that we have done that is detailed in the Panel C
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evidence, and | believe it is in a docunent in the
evi dence, appendix B, transmission tariff rate design does
a detailed cost of service study on transm ssion and

ancillary services for the purposes of this tariff.

- So what you are telling us, that you do not know how NB
Power has arrived at that 38.7 figure?

MR. MARSHALL: No, | did not say that. | said | do know,
and it is detailed in Panel C evidence in appendi x B of
Panel C entitled "Transmi ssion tariff design."

- Now |l ooking at this from-- backing up a bit fromthe

detail we just went into and looking at it froma policy
point of view, if NB Power agrees that the ancillary
services are to be based on a cost pass-through, then why
shoul d there be any automatic increase in rates?

And what |'m | ooking at here is assumng that PBR with
price cap is included, which is a concept of an automatic

increase in rates every year based on the fornmul a.

MR. MARSHALL: The generators that provide ancillary

services out in the marketplace, the costing of that $38.7
mllion, as you will see when we get to Panel C and go
through it in detail, is based on an escalating cost. So
it should increase as we go forward in tine.

- Let's shift gears a little bit and we will | ook at PBR

You are speaking as if you are the CEO of this Transco on
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policy.
And what from your perspective is the main purpose of

t he PBR net hodol ogy?

MR. MARSHALL: It -- it relieves sone of the regulatory
burden. It provides an incentive for good perfornmance of
the utility. It provides transparent fair prices for
custonmers and overall is an efficient nmechanismto deliver
rates.

Q - Nowwith respect to providing an incentive for efficient

operations, what other options or nethods did you
consi der ?
MR. MARSHALL: The PBR is based on a straight rate of
return regulation for the first year and is a mechani sm
then to reward good behavi or as you nove out in tine.
Q - Did you consider any other options or nethods of
provi ding incentive to the conpany other than PBR?
MR. MARSHALL: 1'm not aware of any other nethod. But that
may be better addressed by Ms. MacFarlane and Dr. Morin.
Q - Do you believe that the conpany woul d have an incentive
to be efficient if it was permtted to earn a return on
equity within a given range?
MR. MARSHALL: Yes, that is what we have applied for.
Q - Now l'mgoing to ask you to turn -- I'"mgoing to refer to

Section 62 of the Act. And | will quote it. The first --
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"The proposed PBR approach is stated to break the
connection between the conpany's costs and its prices.”
I's that not correct?
MR. MARSHALL: Where are you quoting that fronf

Q - | ask you to refer to Dr. Mrin's evidence, exhibit A2,
page 18, lines 1 to 2. Exhibit A-2 of Dr. Mrin's
evi dence, page 18, lines 1 to 2.

MR. SNOADON: Sorry, what was that reference?

Q - Exhibit A-2.

MR, SNOADON:  Yes.

Q - Dr. Mrin's evidence. Page 18, lines 1 to 2. And
actually the whole thing starts on page 17 where Dr. Morin
in question 17 is asked the question, Based on these
criteria what are the benefits of the price cap franework
relative to the traditional RORR?

He states on page 17, there are several benefits, at
line 8. And then he lists in a series of paragraphs. The
paragraph | want you to address is paragraph 5 at the top
of page 18 where he states: The incentive for cross
subsi dati on di sappears as well because the plan breaks any
| i nkage between rates and conpany costs of service. Do
you see that?

MR. MARSHALL: Yes, | see the statenent.

Q - Thank you. Now I'm now going to quote to you Section 62
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of the Public Utilities Act which reads as follows: The
Board -- sub section 6 2 (1). The Board shall when
considering an application by a public utility in respect
of an approval of a tariff pertaining to transm ssion
services base its order or decision respecting the tariff
on all of the projected revenues and all of the projected
costs of the provision of transm ssion services.

Now what | would like you to explain is did you see
how PBR can be proposed within this |egislative

requirenent ?

MR. MARSHALL: The legislation says to base its order or a

deci sion respecting the tariff on all projected revenues
and all projected costs. It doesn't say anythi ng about
sonme range of rate of return that those costs may vary, or
sone deviation. It doesn't say to match all revenues and
all costs. It says the decision respecting a tariff on
all projected revenues and costs.

| think there is sufficient latitude here for the
Board to nake a deci sion based on whet her our application,
the latitude of matching or deviation, whether that's
sufficient or not, all right, and based on the costs.
don't see any conflict between them

But your own expert is saying that the plan breaks any

I i nkage between the rates and conpany costs of service.



- 361 - Cross by M. MacNutt -
Your own expert is saying that there is a disconnect
t here.

MR. MARSHALL: He is tal king about an incentive for cross
subsidization. And | don't want to speak for Dr. MNorin.
| suggest that you cross examine himrelative to what
exactly he nmeant by that statenent.

Q - Now !l want you to turn to Ms. MacFarl ane's evi dence, and
that's exhibit A-2, page 21, table 14-A. | will just run
through that again. It's exhibit A-2, the evidence of M.
MacFar | ane, page 21, table 14-A. Are we there?

MR MARSHALL: Yes, we have it.

Q - Yes. The table shows the revenue required to cover al
expenses including the request at return on equity. 1Is
t hat correct?

MR. MARSHALL: That's ny under st andi ng.

Q - Now the percent increase in revenue in 2004 over 2003 is
.8 percent. And for 2005 over 2004 is 1.6 percent. Do
you agree with those figures?

MR. MARSHALL: Basically.

Q - Thank you. Now with such noderate increases in revenue
requi renents, why does NB Power want the ability to raise
prices higher with the proposed PBR approach than what is
i ndi cated or needed?

MR. MARSHALL: W thout having detail ed know edge of whet her
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or not this table includes the increase, the underlying
assunption for inflation whatever it is, | really feel
that this -- the question is related to Ms. MacFarl ane's
evidence. And the specific details you should address to
Ms. MacFarl ane.

MR. MACNUTT: No further questions, M. Chairnman.

CHAI RVAN:  Thank you, M. MacNutt. That was just about an
hour. That's really getting close to accurate.

MR. SOLLOWS: M. Marshall or M. Snowdon, either of you
could answer this. Wen you were answering questions |
think from M. Young of Saint John Energy, you indicated
that the interconnections with adjoining utilities and
transm ssi on conpani es have value that is commercial in
nature and that could -- that you can quantify, but were
al so of value in ternms of reliability to the systemas a
whol e that really accrues to the people on the systenf

MR, MARSHALL: Yes.

MR SOLLOWS: How -- what is the breakdown in those val ues?

| mean, how do we break it down? 1Is it -- how nuch can
be attributed -- of that value is attributed to the
comerci al side and how nuch is attributable to
reliability enhancenent?

MR. MARSHALL: W have done no analysis to try to allocate

t he val ue between the two.
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MR. SOLLOWE: kay. Essentially it is all in then as a
part of the rate base --

MR MARSHALL: Yes.

MR. SOLLOWS: -- rather than any cost recovery for the
conmer ci al val ue?

MR. MARSHALL: That's what we -- we have not tried to
separate them The total cost of the interconnections is
i ncluded in the revenue requirenent of the transm ssion
system Because it serves point-to-point going out of the
system as well as, it could serve a purchase energy
com ng back into the system to going to | oad customners.
W put it into the one and it's a postage stanp rate, the
same for all.

MR. SOLLOWS: Fair enough. Gkay. And it was -- | think
further on in the same questioning you indicated that the
way you handl ed radial loads -- or newlines to a single
custoner you | ooked at the cost and woul d deduct the val ue
of the sales to that custonmer and then the difference they
woul d have to pay. |Is that -- did | get that right?

MR. SNOADON: That woul d be the value of the reservation or
t he capacity.

MR. SOLLOWE: Val ue of the reservation from your
prospective?

MR. SNOADON:  Ri ght.
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MR. SOLLOWE: So how far out do you go in that estimte?

Do you estimate it for five years, for 10 years, for one

year? | nmean, how is that figured?

MR SNOADON: | believe it's over the life of the asset.

MR MARSHALL: |'mnot sure of the details on that. That's
inthe -- | think there is -- in appendix -- in the tariff

docunent, in one of the appendices of the tariff docunent
| ays out the transm ssion expansion policy which | ays out
the ternms and conditions as to how that woul d go.
Q - If soneone could just --

MR. MARSHALL: Today -- it's in line with what we do today.
Today if a large industrial custonmer, a new mne opens in
the centre of the province and you have to build a
transm ssion line to get to it, today we require that they
make a deposit to cover off the costs. So you are
building the Iines so that the existing custoners will not
be stuck with additional costs. And the anpbunt of that
deposit today -- and again subject to check -- is
sonething in the order of 10 percent of the rate. Wll 10
percent of the rate is in essence about what the
transm ssion costs are. So basically we are | ooking at a
m ni mum five year contract with sone anount that that
anount of noney is set aside that it phases in over tine.

So the tariff essentially takes the same policy that
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we used today and applies it independently just for the
transm ssion piece. And | mght add that this -- that's
consistent wwth Order 888, FERC practice where a user of
the systemhas a right to cone and use this system and you
wi |l expand the systemto neet that user. But they pay
t he higher of the cost of the tariff or the total cost of
what ever the requirenment is. So whatever noney is
coll ected through the tariff they pay that and then to
make up the difference they pay an aid to construction on
t he difference.

MR. SOLLOWE: And the extra charge is sort of spread out
over a nunber of years --

MR. MARSHALL: You could be financed in a different way, as
an issue of financing of it, but it's the obligation of
the custonmer to pay it.

MR. SOLLOWE: The only other question | had was from your
slides -- on page 9 of your slides you show an arrow
indicating 700 -- and | assune they are negawatts -- into
Maine, that | think is the MEPCO tie-line?

MR MARSHALL: That's correct.

MR. SOLLOAS: And it shows zero com ng back. And nmy notes
on that say that that was on a firmbasis capability.
Does that nmean that should New Brunsw ck require energy

fromthe Maine area to neet winter peak there would be no
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way that it could be brought across that tie-Iline?
MR MARSHALL: Not on a -- firmtransm ssion is not
avai l abl e south to north. And | mght say that that tie-
line has very specific operating requirenents that are

tied to the reliability of the whole Maritine area. The

SNOADON: Do you want me to add to it?
MARSHALL: Do you want to add to that?

SNOADON:  Well | would like to.

2 » 3 3

SOLLOWE: My question really -- okay. M question
really cones to why can't it flow south to north and --

MR. MARSHALL: |'m sure he can answer.

MR. SNOADON: It relates to the capacity on the line, with a
| arge generator |ike Point Lepreau on |ine at the tine.
| f you brought energy south to north and you were to | ose
t hat generator, that 650 negawatt | oss woul d be shown as a

south to north flow on that |ine.

MR SOLLOWG: | see

MR. SNOADON:  And it would overload the line --

MR. SOLLOAG: | see.

MR. SNOADON: -- and trip it out.

MR. SOLLOWE: So presumably if and when the Point Lepreau

reactor is not refurbi shed and deconmi ssi oned then there

woul d appear capacity to transfer south to north?
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MR. MARSHALL: There could be some 100 to 200 negawatts. If
Lepreau is not running you can bring some power north. To
can bring sone power north on a nonfirmbasis fromtinme to
tinme.

So again, it's conditional on the operating nature of
what's operating in our system plus what's operating in
the Mai ne system and the voltage profile on the line al
the way through Maine that determines what that limt is.

MR SOLLOWS: CGotcha.

MR. SNOADON: There is actually a nonline cal culation that
determ nes what that bias on that |ine has to be
mai ntai ned at any point intine. And if Point Lepreau is

off line and the load ratios are appropriate, energy can

be brought sough to north on -- but it's on a --

MR. SOLLOAE: It really --

MR SNOADON:  -- nonfirm --

MR SOLLOWS: But that --

MR. SNOADON: -- transm ssion basis.

MR. SOLLOAE: -- zero is driven by your first contingency
basi s?

MR. MARSHALL: That's -- yes, that's --
MR. SNOADON: And the load in New England and the load in
the Maritines, so it varies anywhere from-- | mean, there

are times when we have to bias that 200 negawatts north to
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south. [It's not only zero. It's a negative. And then
there is other tines it could go as high as 200 south to
north depending on what else is going on.
MR. SOLLOWS: Thank you.
CHAI RMAN: M. Morrison, any redirect?
MR MORRI SON:  No, M. Chairnan.
CHAIRVAN: | will say thank you to the Panel. | won't say
good- bye because | know you are com ng back agai n.
W will take -- what's your pleasure, M. Mrrison?

Shall we do the slide presentation for the next panel

today and --
MR. MORRISON: | believe we could get through the
presentation today or -- yes, | think we could do the

presentation and then probably start cross in the norning.
CHAI RVAN:  Ckay.
MR MORRISON: It's up to you, M. Chairnman.
CHAIRVAN:  Oh no, that's fine.
MR. MORRI SON:  Unless you want to do it in one piece.
CHAIRVAN:  And we will do that. W wll take a five mnute
recess and you can change.
(Recess)

BRI AN SCOIT _and WAYNE SNOWDON swor n:

CHAI RVAN: M. Mbrrison?

MR. MORRI SON: M. Chairman, | believe the Panel D wi tnesses
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have been sworn. M. Snowdon, you are still under oath.

DI RECT EXAM NATI ON BY MORRI SON:

Q - M. Scott, could you state your nanme and your position

with NB Power?

CHAI RVAN:  Just before we start that, M. Mrrison. The
slide presentation for Panel B has not been introduced --
or D, excuse nme, has not been introduced in evidence. |Is
this the one, M. Snellie, that there is sone contention
about or --

MR. SMELLIE: Absolutely none, M. Chairnman.

CHAIRVAN:. Geat. So this will be A-10 then. Al right.
Then this panel slide presentation will be A-10. Go
ahead, M. Morrison.

Q - M. Scott, could you please state your nanme and your
position
wi th NB
Power for
t he
record,
pl ease?

MR. SCOIT: Yes, nmy nane is Brian Scott. | amDirector of
Transm ssi on Busi ness Devel opnent .

Q - And the Panel D evidence which has been filed in this

application, do you adopt that as your own evi dence?
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Q - And M. Snowdon, do you adopt the Panel D evidence filed
as your own evidence?
MR. SNOADON:  Yes, | do.

MR MORRISON: At this point, M. Chairman, | would ask M.
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Scott to give a brief presentation
MR. SCOIT: Good afternoon, M. Chairman, Menbers of the
Board. My presentation this afternoon, | amgoing to
cover a nunber of points.

First of all, I will be talking about the tariff
principles. There is a nunber of other things that | wll
be tal king about relative to the tariff. These include
the contents, the OASI S Reservation System QOASIS
standi ng for Open Access Sane Tine Information System
The ternms and conditions of the tariff. | wll also be
speaki ng briefly about the standards of conduct. And then
| will be tal king about two agreenents. One is a network
operating agreenent that would be for |oads. And a
generator interconnection agreenent for generators.

In terns of the developnment of this tariff, we adopted
a nunber of principles. Those principles include
provi di ng open non-discrimnatory access to the
transm ssion system However, at the sane tinme we wanted
to ensure the overall reliability of the system

The tariff al so establishes interconnection
obligations for both generators and | oads. W have a
standards of conduct in place and we want to ensure that
there is conpatibility with the North Anerican practice.

And that is currently defined by the Federal Energy
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Regul at ory Conmi ssion in Order 888.

The tariff itself is conposed of three main parts.
The first part are conmon service provisions and in --
that part contains general terns and conditions that apply
tothe tariff. The remaining two parts of the tariff are
the transm ssion services that are offered, that includes
poi nt-to-point service and network integration service.

At the back of the tariff docunment are a nunber of
schedul es and these schedul es contain the rates for
transm ssion service, as well as, the rates for ancillary
servi ces.

There are a nunber of attachnments as well included
with the tariff. The first set of attachments are the
service agreenent forns, and these are the contracts that
the transm ssion custoners nust enter into in order to
t ake transm ssi on service.

There is also an attachment that describes the
nmet hodol ogy that we use to assess the transm ssion
capability. This would be both the overall transm ssion
capability, as well as, the capability after reservations
have been made.

There is also a systeminpact study requirenent there,
and that is used whenever a customner applies for

transm ssion and there is insufficient capacity to neet
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the requirenments. And so we would do a system i npact
study, and this particular attachment describes how t hat
i s done.

We do have a transm ssion expansion policy there as
well, and this relates primarily to the cost allocation in
terns of how NB Power woul d deal with transm ssion
expansi on.

As | nentioned before, there are two types of
agreenents. One is an operating agreenent for |oads, the
other is an interconnection agreenent for generators. And
| will be speaking a little bit nore about those |later, as
wel | as, the standards of conduct.

The OASI S Reservation System this is the Open Access
Same Tinme Information System This is an Internet-based
el ectronic reservation system [It's the nmethod by which
custoners will request transm ssion and receive
confirmation of that transm ssion. W use industry
standard protocol and rules. And so if a custoner were
appl ying for transm ssion capacity on the New Brunsw ck
system it would be very simlar to -- except for perhaps
the screen | ayout would be the sanme way that they would
apply for a reservation on another transm ssion provider
syst em

W do -- the OASIS systemis really the primary nethod
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by whi ch open non-di scrimnatory access is provided. Al
transm ssion information is provided via the OASIS, as
well as, all requests for service are done via the QASIS.
And as | said all the transm ssion information is
avai l able to everyone and it's posted there and that's the
way that transm ssion custonmers woul d receive the

transm ssion information. Reservations are generally
accepted on a first come, first serve basis.

| would just like to give you a bit of a pictorial
view of the two types of service. On the left is point-
to-point service. This type of service provides a path
bet ween a specific point of receipt, that is a generator,
and a specific delivery point, which wuld be a |oad, or
if it's a wheeling transaction, it could be from one point
in the systemto another.

For exanple, a path from Nova Scotia to Prince Edward
| sl and woul d be a point-to-point service. Typically this
type of service is used for exports and for wheeling
transacti ons.

On the other hand, on the right you see a
representation of network integration service. 1In this
case, they are generally nultiple generators supplying
multiple oads. And typically this type of service would

be used for in-province | oad.
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Alittle bit nore about point-to-point service. There
is a specific path between two points. W do require
bal anced schedul es. That neans that the generation or the
supply side nust equal the amount that is therefore the
| oad. Losses, of course you need to include those as
wel | .

Secondary points of receipt and delivery is probably
best explained by using an exanple. The exanple that I
used before of a path from Nova Scotia to Prince Edward
Island, if that -- if the supply side was changed to cone
from Quebec then that would be a secondary point of
receipt.

So it is really changing either the receipt point or
the delivery point. And there are terns and conditions
that relate to secondary points of receipt. Generally
they are at a lower priority.

The billing for point-to-point service is done on the
contract at reservation. Watever the anount has been in
terms of reservation, whether it is a nonthly anount, a
weekl y anmount, whatever, it is billed on that contract at
reservation

There are different types of transm ssion services
avai l able. The two prinmary ones of course are firm and

nonfirmservice. And the types of service relate to the
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priority in ternms of reservations and also the priority in
terms of curtailment or interruption when there is
insufficient transm ssion capacity.

Network integration service on the other hand is --
applies to multiple receipt points and delivery points.
Just like point-to-point service balanced schedul es are
requi red. These bal anced schedul es are done on an
aggregate anmount in terns of the energy.

And unlike point to point service the billing is done
on a net noncoi ncident peak at each delivery point. Wat
| nmean by that is that if there are a nunber of | oad
poi nts or substations then each substation would have a
monthly peak that is different in all |ikelihood from al
the other substations. So you look at that. And it is
al so probably different fromthe overall system peak. So
noncoi ncident neans it is not coincident with each other
or with the system peak.

In addition to transm ssion service the custoner would
require ancillary services and these ancillary services
are the -- ancillary services are required to ensure the
overall reliability of the transm ssion systemwhile the
energy i s being delivered.

The system control and voltage support are nandatory

services and they nmust be purchased fromthe transm ssion



- 376 - M. Scott and M. Snowdon -
provider. That would be for both point-to-point and
net wor k servi ce.

Losses -- we have stated in our tariff that |osses
nmust be sel f-provided. There are other ancillary services
i ke reserve services, regulation, |oad follow ng, those
types of services, they can be purchased fromthe
transm ssion provider, they can be self-supplied, they can
be purchased froma third party, and they nmay or may not
be required. Certainly network | oads would require all of
t hese services.

St andards of Conduct defines the rules for information
exchange. The Standards of Conduct are -- that we
proposed are conpatible within industry standards. The
St andards of Conduct do ensure that confidential customer
information is protected. There is non-discrimnatory
treatnment of all custoners, and as | said before the
primary way that that is done is through the QASI S system

There are restrictions on the information flow within NB
Power and those are stated within that docunment and there
are sanctions for failure to conply.

Net wor k Operating Agreenent is a type of agreenent
that a load has to enter into. It defines the obligation
of that |oad custoner and of NB Power Transm ssion and

it'"s to ensure the overall reliability of the transm ssion
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system It does have information about netering points,
the facilities and the points of delivery.

Ceneration Interconnection Agreenent is a simlar type
of agreenent, but it is for generators. |t does define
the obligations for the generator and for NB Power
Transm ssion to protect the facilities and to ensure
reliability. It does define all the technical and
operational requirenments of -- for interconnecting to that
transm ssion system and there are terns in there that |ay

out the obligations regarding costs.

Finally in sunmary, our -- NB Power's tariff proposal
provi des open non-di scrimnatory access. It supports
reliability, forns the foundation of the NB market. It is

conpatible with the standard North Anerican practice and
is consistent wwth the recommendati ons of the New
Brunswi ck mar ket design commttee.
Thank you.
MR. MORRI SON: At your pleasure, M. Chairman, | believe
it's probably appropriate to perhaps put off cross

exam nation until tonorrow norning.

CHAI RMAN:  Yes, we will do that. And so we will adjourn now
until 9:30 tonorrow norning.
( Adj our ned)
Certified to be a true transcript of the proceedi ngs of
this hearing as recorded by ne, to the best of my ability.

Reporter



