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CHAI RMAN:  I's he com ng?

MR. HASHEY: Ch yes, he is here.

CHAI RVMAN:  He is just off running the conpany.

MR. HASHEY: No. Yes. W can deal with sonme prelimnaries
t hough.

CHAIRVAN:  All right. The Board has a prelimnary matter.
My Commi ssi oners have asked witnesses and parties to
restrict the use of acronynms. | think we all know about
Debtco and the butterflies and Transco and Hol dco and

that's all quite acceptable. But when we start getting
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into CBAS and things it beconmes very confusing. So we
woul d appreciate that if you would call it what it is |
guess.
Yes, M. Hashey. You have sone prelimnary matters?

MR. HASHEY: We nuch prefer eagles to butterflies. They
tend to soar a little better.

CHAI RVAN:  That's probably -- that eagle broke the canel's
back as it were yesterday. It was a hawk. | see they
remenbered it.

Anyway, you had sonme prelimnary matters?

MR. HASHEY: Yes, we do. Thank you, M. Chairman. W --
first of all there are a couple of clarifications.
think the first one will -- or comments on the evidence.
First of all, Ms. MacFarl ane.

M5. MACFARLANE: | have a correction in the responses to the
interrogatories in binder A-4. And it is PNB I R-28, page
314. And it is a correction to this table that we wanted
to resubmit. And we will deliver copies to the Secretary.

This table in PNB IR-28 is intended to be a continuity
table and it was referred to a couple of tines yesterday
and | noted that it was not continuous. |f you |ook at
the table in the IR-28 and you see the bottom hal f which
on -- the first half of the bottomhalf is the beginning

bal ance and it goes down to an endi ng bal ance. And the
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intent is that that ending bal ance woul d come up and form
t he openi ng begi nni ng bal ance. That part works but it's
supposed to be balancing to the line called
"transm ssion's share of pension asset"”, and it does not.

So we have resubmtted that table. And attached to
that we have taken the colum under 2004, the ending
bal ance of 9.036 and we have reinserted that in table 4,
which is the calculation of rate base and the all owabl e
return. We have adjusted |ine nunber 5, deferred charges
in 2003, 2004 for the correction. It's adjusted by .1 in
one year and by .2 in another year. It does not end up
affecting the return on -- allowable return on equity. It
affects it by $7,700 but because of rounding it doesn't
affect it.

So we wanted to put that correction in. Thank you.

MR. HASHEY: Thank you, Ms. MacFarl ane.

CHAI RVAN:  Exhi bit A-30.

MR. HASHEY: M. Marshall, | believe you had an indication
yesterday that there was sone evidence that you would w sh
to check to conplete an answer. Could you do that now?

MR. MARSHALL: Yes. Related to the discounting of ancillary
services. | had said it was really a Panel D issue and
subj ect to check with M. Scott and M. Snowdon. | have

done that. | would just |like to reiterate and sunmari ze
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again. W had said that network service was a 12 nonth
contract. And that in that contract the custoner would
desi gnate whether ancillary services would be self
suppl i ed, purchased froma conpetitive supplier or taken
under the tariff. That's correct in what we had stat ed.

The rates under the tariff are the maxi rumrates and
the rates that would be provided for the services fromthe
transm ssion provider. But if services can be procured at
a lower cost by the transm ssion provider or the system
operator, then that cost savings would be passed on to
custoners through a discount in the tariff. That's the
means for the discounting of the tariff.

Now | think in response to M. Nettleton
i nadvertently said there woul d be sone conpetition or
reducing it in conpetition to others and that was
m sl eading. 1In checking with M. Scott and M. Snowdon,
the transm ssion provider systemoperator will not be
di scounting the tariff in conpetition to sonebody el se
supplying it. That would be an issue outside the tariff
in the bilateral market that custonmers -- conpetitive
suppliers would be conpeting at different prices to
provi de the services and the discounting woul d not be done
by the system operator on behalf of NB Power Generation in

t hat mar ket pl ace.
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| just want to nake that clarification because | think
| msled you yesterday with that.

MR. HASHEY: Thank you, M. Marshall. | would like nowto
nove on to a few undertakings. W are doing the very best
we can, M. Chairnman, to conplete the undertakings, as
many as we can obviously this week, and we are | think
nmoving along fairly well with that. They just keep com ng
up. W can't seemto get themall behind us.

There was one that is outstanding for a period of tine
that arose during the earlier panels, a question asked to
M. Snowdon. And the question was when does the contract
bet ween New Brunsw ck Power and Nova Scotia Power, dealing
with the use of New Brunsw ck Power's transmni ssion
facilities to service the contract with Prince Edward
| sl and expire?

And the answer on that one is short-term nonthly
transm ssion service is being used to deliver energy from
Nova Scotia to PElI over the NB Power transm ssion
facilities.

Now | woul d have no exception at sone point if M. Zed
wanted to add sonething fromthe Nova Scotia end. | know
that we have been trying to get a little nore conplete
answer. But that is the best one we could supply from NB

Power .
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So then | would nove on to the other undert akings.

Ms. MacFarl ane, you have | believe five or six answers to
undertaki ngs. Wuld you nove in to those pl ease?

M5. MACFARLANE: Yes, | do, thank you. There was an
undertaki ng on Decenber 11th, which is day 8, by M.
Snellie. It is on page 1085 of the transcript. And it
was in respect of how | ong NB Power has been a nmenber of
the Electric Utility Benchmarki ng Associ ati on or EUBA.

The -- NB Power is not a menber of EUBA. It is listed
as being a participant on their website by virtue of
menbers of our staff having made inquiries of it. It is
an organi zati on where nenbership is free. You nake
inquiries on the website and you becone |listed as a
menber .

And individuals fromour fleet departnent |ooked into
whet her or not they would be able to use this -- make use
of the services of this association to do benchmarking in
their area. After inquiry they determ ned that they would
not be able to.

| al so have an inquiry on Decenber 16th in the
transcri pt on page 1402 from M. Nettleton. And he asked
in reference to table 5 in ny evidence, which is the
cal culation of interest on |ong-term debt whether interest

on early retirenment liabilities was included in the
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i nterest expense on that table. It is not. It and the
cost of the retirement all owance program are both included
in OMA in M. Lavigne's evidence.

Further there was an undertaki ng on Decenber 16th on
page 1430 of the transcript, fromM. Nettleton. And we
were asked to determ ne where in the evidence of Dr. -- or
pardon ne in the transcript, Dr. Mrin had discussed the
adequacy of a triple B bond rating as being investnent
gr ade.

It is in the transcript Decenber 10th, day 7, page
878. And | will read what he has said. "The technical
| egal definition of investnment grade is triple B or |ess
than triple B. So at triple B you are considered |legally
i nvestment grade. The next |evel down would be double B
single B, triple C, et cetera. Froma practi cal
perspective the effective investnment grade really is
single A because a | ot of Canadian financial institutions
are precluded frominvesting in bonds rated | ess than A,
either by their own policy or by law "

On Decenber 16th in the transcript on page 1441, M.
Nettl eton was speaking to table 5 in ny evidence page 12.

And it mght be worthwhile to ook at that. It is page
12 in appendix A-2 in the direct evidence of Sharon

MacFar | ane.
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W are on line 5. M. Nettleton asked if we were to
remove the credit spread and instead add the provincial
guarantee fee what would the difference be. The credit
spread on line 5 is 20.1. The guarantee fee would be 12.8
million. |If that were to be used, the |long term debt
interest of NB Power would be instead of 214.7 on |ine 6,
it would be 207.4. And the cost of debt instead of being
10. 7 woul d be 10.34. Now, again, we believe we have a
strong argunment for using the credit spread. But that is
the answer to that interrogatory, or, pardon ne,
undert aki ng.

And, finally, on Decenber 16th, page 1446 of the
transcript, M. Nettleton asked us to -- he was |ooking if
you renenber at the 1991 decision of the Board | ooking at
t he appendi x 2 which was a bal ance sheet. And the term
| ong term debt was on the bal ance sheet but there was no
reference to sinking funds, and he asked us to look into
that. And we have a subm ssion to nmake on that.

CHAl RVAN:  A-31.

M5. MACFARLANE: You can see on the first page of the
undertaking that the request was to confirmthat in the
1991 decision long term debt was not reduced by sinking
funds. In fact it was reduced by sinking funds. |[If you

turn the page, you will see an excerpt from NB Power's
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annual report. It is the liability and half of the
consol i dat ed bal ance sheet as at March 31st 1990.

You can see on the top line it says, Long term debt
note 4. And the first item debentures and notes issued
by the conmi ssion of 1.170 billion. That anmount matches
what was in appendix 2 in the docunment that M. Nettleton
referred us to. But if you turn the page to note 4, on
t he second page -- pardon ne, third page in is note 4,
long termdebt. And you can see the various maturities
listed there comng down to a 1990 total, this would be
several lines down. It says debentures and notes. There
is a Canadi an dollar anpbunt, a Swiss anobunt, a U S.
anount, and the total is 1718. And you can see just bel ow
that that it is reduced by sinking funds. And the total
of 1170 ties back to the bal ance sheet, which is also the
anount in the appendi x to the decision.

As | said, at the tine the Cl CA requirenents for
di scl osure of sinking funds have changed since this tine.

You were able to net themout on the bal ance sheet at
this time. And you have to disclose them separately under
the current standards.

And those are all ny undert aki ngs.

MR. HASHEY: Thank you, Ms. MacFarlane. | have no ot her

prelimnary matters, M. Chairnman.
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CHAI RMAN:  Thank you, M. Hashey.

MR. MACNUTT: Are we going to have that docunent marked?

CHAIRVAN:  It's already marked A-31, M. MacNutt.

MR. MACNUTT: Sorry, | mssed that.

CHAI RVAN: M. Zed?

MR ZED: Yes, M. Chairman, | have two matters. One is a
response to an undertaking at page 729 of the transcript
relating to M. Mrrison was inquiring as to the date of
i ncorporation of Enera Energy Inc. And that date of
i ncorporation was March 12th 2001.

And the second matter was alluded to by M. Hashey
nmonments ago. Sir, when you asked a question at page 822
of the contract, you asked the question in the context of
NB Power and Nova Scotia Power dealing with the use of NB
Power's transm ssion facilities to service the contract on
PEI. And M. Hashey has given a response which indicates
t he nature of the contract between Nova Scotia Power and
New Brunswi ck Power. And M. Morrison and | discussed
your question and | guess what we thought you were really
getting at, you can correct nme if I"'mwong, is what is
the termof the underlying commercial contract. |n other
words, what is our obligation, contractual obligation with
Maritime Electric?

CHAI RVAN: | think it flows fromthat.
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MR ZED: Yes. And | have ascertained the term of that
contract. And we have requested of Maritime Electric
perm ssion to publicly reveal that information, rather
than go through a confidential process. And | don't have
a response as of this norning. | was hoping to get one
sonetinme today. | indicated that | wanted to respond to
the Board before the Christmas break. So if we could just
| eave that until this afternoon, | nmay have a nore
conpl ete answer.

CHAI RMAN:  Yes. Fine, M. Zed. Any other matters? M.
Nett!| et on?

MR. NETTLETON. Good norning, M. Chairman --

CHAI RVAN:  Good nor ni ng.

MR. NETTLETON: -- Panel Menbers. | have one prelimnary
matter relating to the docunentation that we received | ast
ni ght concerning exhibit A-23. As part of ny cross
examnation I will be referring to two of those docunents.

| have them here now. | could provide themto Ms.
Legere, and | have provided a copy to the witness as well,
and to ny friend M. Hashey. | would suggest that we do
t hat now.
CHAI RVAN:  And do you want to mark them now, M. Nettleton?
MR. NETTLETON: Yes, sir.

CHAI RMAN:  Yes, sure. The nulti-page exhibit which on the
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front cover has Central M ne Power Conpany Annual
Production Cost of Service Rates for the year ended
12/31/95 will be exhibit JD -26.

kay. Go ahead, M. Nettl eton.

Q - Thank you, M. Chairman. M. MacFarl ane, just so that we
are clear, this norning in your response to an undertaki ng
concerning bond ratings, | believe it was the third
undertaking, and in respect of transcript 1430, you
indicated and read into the transcript this norning a
passage fromDr. Mrin's testinony concerning the
i nvest ment grade status of bonds.

Wuld you confirmwith me, Ms. MacFarl ane, that the
triple B bond rating is in respect of a DBRS rating or is
it in respect of an S&P rating?

M5. MACFARLANE: | think Dr. Mrin was referring to DBRS at
the tine.

Q - DBRS?

A Yes. Yes.

Q - So it's your evidence is it, Ms. MacFarlane, that a
utility with a bond rating of a triple B under the DBRS
rating scheme woul d not be investnent grade?

A. It would technically be investnment grade. It is not
the nost efficient point on the cost curve as denonstrated

in -- or as exhibited in the presentation that Dr. Mrin
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made. And as he said, a nunber of institutiona
i nvestors, pension funds, et cetera, are not able to
purchase equities -- or, pardon nme, bonds with that
rating. And that is part of why, although it is
technically investnment grade, it is not the nost cost-
effective place to be.

Ms. MacFarl ane, could you please turn to information
response to the Province of New Brunsw ck information

request nunber 6. And it's at page 20 -- sorry, 273.

M5. MACFARLANE: Yes.

And | would just like, just so that the record is clear,
fromthat response, and in particular it's response to the
first question which is the CIBC Wrld Markets study under
the heading "Utilities".

You will confirmwith me, will you, that under the
Standard & Poor's bond rating there are several utilities
having a triple B rating under -- again under a Standard &

Poor's rating, correct?

M5. MACFARLANE: Yes.

Al right. And so just again that the record is
straight, it is only when that triple B status relates to
a DBRS rating that you believe the bond to not neet

i nvest ment grade?

M5. MACFARLANE: M. Nettleton, | didn't say they didn't
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nmeet investnent grade. The technical |egal definition of
investment grade is triple B or less than triple B. That
is what Dr. Mirin said in the transcript.

It isin his view, and | concur with him not the nost
desirable credit rating, the nost cost-efficient point on
the curve for the cost of debt and equity. A is a nore
cost-efficient point on the curve.

And as he indicated, it also |eads to a w der
distribution or a wider possibility of holders of the
bonds, purchasers of the bonds, because institutional
investors are often not able to purchase bonds with a
triple B credit rating.

Q - | understand that answer, M. MacFarl ane. But what
would Iike you to confirmwith nme is that there are
several utilities having a triple B bond rating under the
Standard & Poor's classification?
MS. MACFARLANE: That's correct.
Q - Thank you. Now Ms. MacFarlane, | would |ike to al so take
you to your undertaking nunber 34 which is exhibit A-31 in
t his proceedi ng?
MS. MACFARLANE:  Yes.
Q - Now !l believe you indicated that in your view the bal ance
sheet, the consolidated bal ance sheet for March 31st 1990

which is attached to that undertaki ng denonstrates that
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si nking funds have been netted off the |ong-term debt
anount .
And it is that net anount that has been included in
t he Decenber -- sorry, in the PUB decision, | believe it

is dated May 1991, is that right?

M5. MACFARLANE: Yes.

Al right. M. McFarl ane, could you pl ease undertake to
provi de the consolidated i ncone statenment as at March 31st
1990? | don't see it as part of this undertaking. But if

you could do that, that would help matters.

M5. MACFARLANE: Thank you. W will do that.

Ms. MacFarlane, if | could just also on this undertaking
-- | think I understand your position with respect to
si nki ng funds.
Do you have the Decenber -- sorry, just one m nute.
Yes. Do you have the Decenber 6th 1991 decision of the

PUB concerning a rate change application?

M5. MACFARLANE: Yes.

Al right. And we talked a bit about appendix 5 to that

deci si on?

M5. MACFARLANE: Yes.

And it shows there that the enbedded cost of debt is 9.5

percent ?

M5. MACFARLANE: Yes.
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- Coul d you pl ease undertake to provide the cal cul ation
t hat was used to cal cul ate that nunber?

M5. MACFARLANE: | wll nake that undert aking.

- Thank you. M. Marshall, yesterday we ended with a
di scussion on -- | believe it was slide 27 of your
presentation materials.

| would Iike to return to that presentation if you
coul d pl ease?
MR MARSHALL: Yes. | have it.
MR. NETTLETON: That is exhibit A-26, M. Chairnan.
- M. Mrshall, what I"'minterested inis with the

sel ection of proxy units and the physical plant conprising
t hose proxy units, the cycle gas turbine and the conbi ned
cycl e gas turbine and the synchronous condenser.

What |''mwondering, sir, is if you have conducted any
optim zation studies to determ ne what types of new
generating units would be best choices for the types of

services provided in and specific to New Brunsw ck?

MR. PORTER. W did not undertake such a specific study.

But what we did do is take into consideration these types
of units are the types of units that we would nost |ikely
be involved in new investnent in this area and with the
capability to provide these services. And that was the

rati onal e upon which we nmade that decision
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And M. Porter, when you undertook that anal ysis, why

didn't you include that analysis in this application?

MR. PORTER: W responded to an Interrogatory giving that

i ndi cation, that we made the decision on that basis, that
those are the types of units that, if we go out and
estimate the costs on such a unit, soneone el se could go
out and cone up with very close to the sanme price, because
they are not site-specific. And that has been responded

to in a response to an Interrogatory.

MR. MARSHALL: And | mght add that those are the same units

that we had used as alternatives for |ong-run margina
cost expansion for the generation systemin New Brunsw ck
in conparison to the Col eson Cove project and Poi nt
Lepreau projects as hearings before this Board.

So they were real options that we were | ooking at as
generation options and we believed woul d be the

increnental new entrants into this market area.

- Were those generic? Was that a generic analysis in terns

of the units? O were they specific to siting in New

Br unswi ck?

MR. MARSHALL: | believe the actual costing data on those

units, the conbined cycle was generic. W provided
conbi ned cycle data specifically for -- in the evidence.

And | believe it is in response to a table we referred to
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yesterday in one of the Interrogatories.

But the evidence from Col eson Cove had in it the
costing for | believe a Courtenay Bay -- an additional
expansi on of Courtenay Bay simlar to Bayside. And it had
init also the |larger 400 nmegawatt generic unit. So it
was based on those costs.

And in addition the CT costs of 100 negawatts
essentially were based on our know edge of those costs,
detailed costs related to a MIIbank type pl ant.

Q - Al right.
MR. PORTER: That information is in response to the
I nterrogatory from Nova Scotia Power. It is IR nunber 29
Q - But M. Porter, just to be clear, the costing information
you have anal yzed, the optim zation of the units for the
specific type of service that you have listed in and on
slide 28, that optim zation study was not undertaken, is
that fair?
MR. PORTER: What optim zation study are you referring to?
Q - wll, I"'mwondering if you undertook an optim zation
study of the types of units, of proxy units that you have
listed here for the type of service in and specific to New
Brunswi ck?
MR. PORTER. M. Marshall has responded that we | ooked at

what type of units are nost likely to be a new entrant
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into the market.

As M. Marshall indicated yesterday, the decision on a
new i nvestnment is not likely to be driven solely by the
need for ancillary services in the market. It would be
driven by a need for energy, capacity and ancillary
servi ces.

And it is on that basis that we made the sel ection of
t he proxy units.

Q - Al right. Let's nove onto --

MR. MARSHALL: | will just add that in order to provide
regul ation, load followi ng and spinning reserve, it is
essential that the unit that provides that is actually
operating and on line and synchroni zed with the system

So the choice of a conbined cycle gas turbine plant is
a logical choice for the types of units that are
avai l able. Those units are built to provide energy and
provi de the ancillary services required.

They do so in New England, in PIM I n nmany ot her
mar kets those are the marginal units in the system And
they are the units that provide those types of on |line
servi ces.

Q - Are those actual units, M. Mrshall?
MR. MARSHALL: In those narketplaces they woul d be actual

units that are operating doing that, yes.
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Q - And in those markets which pricing nethodology is used
for ancillary services?

MR MARSHALL: | believe in those nmarkets there are bid-
based pricing. There are functioning markets for
ancill ary services.

Q - Thank you. Let's nove on to tal k about energy inbal ance.
And what | would |ike to do is take you to the appendi x
to your evidence, M. Porter, which is known as the NB
Power Transm ssion Design docunment. And it's at page 52
that | would like to start with,.

CHAI RVAN:  What exhi bit?

MR. NETTLETON. | believe it is A3, sir. Sorry, A-2.

CHAIRVAN: It would be helpful if you could refer to the
exhibit to begin wth.

MR, NETTLETON: | will try ny best, sir.

MR PORTER: Just for clarification, that is not
specifically nmy docunent. That is a joint docunent of M.
Marshal | and nysel f.

Q - Al right. That was going to be ny first question, is
who aut hored this docunent. It was both of you?

MR PORTER  Yes.

MR MARSHALL: W had sone assistance fromothers as well,
but we will take responsibility for it.

Q - Al right. Now as | understand it, there is a deadband
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wi thin which a custoner can pay back a negative inbal ance
or receive back a positive inbalance within a certain
period of tinme. |Is that right?

MR PORTER That's correct.

Q - And there is no paynent associated with this, is there?

MR, PORTER  No.

Q - Then outside that deadband the custonmer pays 110 percent
of the margi nal cost of New Brunsw ck Power's nost
expensive unit or the cost of emergency energy, whichever
is greater. Correct?

MR. MARSHALL: For point-to-point service. Refer you to
page 54.

Q - Okay. So network service is not obligated to nake any
paynent then?

MR. MARSHALL: Network service inside the 2 negawatt band or
the 1 and a half percent band, the energy is returned in
kind. There is no paynent.

Qutside that, fromthat bandwi dth out to a 10 percent
-- plus or mnus 10 percent band, the energy inbal ance
woul d be settled at a market price.

Qutside the plus or mnus 10 percent band, network
service inbal ance is subject to the sane charges as point-
t 0- poi nt .

Q - Okay. So let's talk about just the outer portion then of
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that -- of those bandw dt hs, okay. Now when the
transm ssi on customer pays New Brunsw ck Power 110 percent
of the marginal cost, that is cal culated on New Brunsw ck
Power's npbst expensive unit. Is that right?

MR. PORTER: As indicated on page 54, at the |ower part of
t he diagram outside of the bands the custoner pays the
greater of 110 percent of a conbustion turbine costs or
the cost of energency energy if there is enmergency energy
purchased at that tine.

Q - Al right. But in terns of the conbustion -- or the
pricing based on the conbustion turbine, that would in
ef fect be New Brunswi ck Power's nobst expensive generation
unit, would it not?

MR PORTER That's correct.

Q - So for instance, if a custoner has an energy i nbal ance
of f peak, he still pays 110 percent tines what | wll call
t he nost expensive unit. Correct?

MR. PORTER: Correct.

Q - And if a custoner has an energy inbal ance on peak, he
still pays 110 tinmes -- 110 percent tines the nost
expensive unit. Right?

MR PORTER That's correct.
Q - Don't custoners have equal incentives to have inbal ances

on peak when the cost to New Brunswi ck Power Transm ssion
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is high as well as having inbalances of f peak when the

cost to New Brunswi ck Power Transm ssion would be | ower?

MR. PORTER: There is equal incentive in both cases and the

reason being that we want to di scourage energy inbal ance
at all times. And that is for two reasons. There are
operational reasons and comercial reasons. And there is
no need to differentiate between on and off peak
incentives. The intention is to establish this pricing to
di scourage energy i nbal ance.

But you have the physical capability to handle the

i mbal ance when it happens of f peak, don't you?

MR. PORTER That may or may not be the case. It depends on

t he vol une of the inbalance, the nunber of units that are
online at the point in tine.
But M. Porter, won't it be | ess expensive to handle to

you when it happens off peak?

MR. PORTER As | said, the intention of putting in this

incentive for custonmers to stay on schedule is an
operational issue, it is not so nuch a cost issue of the -
- of the energy that is provided. It is to ensure that
the system operator, who in the new world doesn't have the
full control over all of the generators, is not subjected
tothe -- or is less |likely to be subjected to generators

under - supplying, that is scheduling to supply a certain
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anount of energy, but not doing so.

In the past on a vertically integrated utility, the
system operators -- imagine the individual sitting there
controlling the entire system In the past they had under
their control and under the ownership of the vertically
integrated utility, the entire fleet of generation.

In the new world, there will be generators on the
system and generators wheeling into and out of the system
that are not owned by the sane entity and there needs to
be some additional, sonme new notivation to ensure that
t hose generators operate as schedul ed.

M. Porter, the fact that the energy inbal ance charge is
not based on, as you say, cost to the transm ssion
provi der -- service provider, is that consistent with how
ot her Canadi an electric utilities nanage the service or

price the service?

MR. PORTER. The ones that | have reviewed, the charges tend

to be at nore than the cost.

But based on cost?

MR. PORTER: May of them are cal cul ated based on cost. Sone

are at 110 percent. Sone are at 150 percent of cost.
Let's turn to JDI -- your response to JDI information
request 25. And M. Chairman, that should be, | am

hopi ng, exhibit A-4.
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MR PORTER That's correct.

Q -1 got one right. It is page 201, sir. Do you have that
page, sir?

MR PORTER Yes, | do.

Q - And can you confirmwith nme that for Saskatchewan Power
negati ve i nbal ances charged are at the greater of 110
percent of the transm ssion provider's increnental cost?

MR. PORTER. O the charge for emergency energy.

Q - Fair enough. And that, as your note says, is the sane

case with Manitoba Hydro, right?
MR PORTER That's correct.

Q - Thank you. |Is there any particular reason why New
Brunswi ck Power couldn't charge its energy inbal ance on
t he sane basis as Saskat chewan Power or Manitoba Hydro?

MR PORTER: We believe that with our cost structure versus
t hose of some of the potential market participants there
woul d be indeed commercial notivation for these entities
to undersupply, thereby causing the operational
difficulties that | spoke of.

Q - Sorry. You said commercial parties?

MR PORTER Yes, | did.

Q - Could you just el aborate on who you nean?

MR. PORTER: Any of the market participants.

Q - Do you have any evidence of that, M. Porter?
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MR PORTER | --

Q - None in this proceeding, correct?

MR. MARSHALL: Under the current tariff the energy inbal ance
rates are simlar to what we have proposed here, $18 on
the | ow side and $100 on the high side. The change on the
$100 to a CT based on a fuel cost index takes into account
the fact that fuel prices are volatile and change. So it
just reflects what that actual cost is.

So the current tariff under which custoners take
service today has this incentive or disincentive init to
make sure that they stay on bal ance.

The concern is, as M. Porter said, that considering
the cost profiles of potential players in this market, the
-- to lower that inbalance will provide an opportunity for
parties to ganme the systemand | ean on the systemand to
t he di sadvantage of the default supplier of regulation and
| oad follow ng.

That will be the generator that will have to nake up
the difference. And that that's a concern

Q - That is a concern to the generator though, right, M.
Mar shal | ?

MR. MARSHALL: Yes, it is. It is also a concern, M. Porter

said, operationally to the system to know what |oads are

on the system what generators are, so that the quantity
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of load follow ng and the quantity of AGC that has to be
procured in order to followthis will fit within the
schedul es that we have.

If there is inbalance, greater inbalance in the
system there would be a need to have a greater quantity
of generation on AGC, which would nean we woul d have to
i ncrease the costs and charges for ancillary services.

MR, PORTER | mght add that this is a concern that is the
case even in areas that have an independent system
oper at or .

| f you | ook at Pennsylvania Jersey Maryl and, one of
the | argest system operators and we believe nost
successful in establishing independent rules, they too in
the case of a energy inbalance, have | think it is $100 a
megawatt hour U. S. charge.

And so it is apparent to nme that even in the case of
an i ndependent, truly independent system operator such as
PIJM this is a concern, that the generators supply to the
systemthe anount of energy that they schedule to supply.

MR. MARSHALL: And just could I clarify. | apologize, M.
Chai rman. AGC neans automatic generation control. Try to
stay away fromthe acronym

CHAI RVAN:  Thank you.

Q - Al right. If I could have you turn, M. Porter and
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Marshall, to your open access transmi ssion tariff docunent
which is schedule 4 to | believe A-2.

Sorry, | mssed it again, A-3. And it is at page 90,
sir, that I would like to turn you to. At lines 28 and 29
on page 90 it states that "In addition the transm ssion
provi der reserves the right to recover opportunities
f oregone because of energy i nbal ances.™

Do you see that?

MR PORTER Yes, | do.

Q - The transmission provider in this case is New Brunsw ck

Power Transm ssion, right?
MR PORTER That's correct.

Q - Do you know if there are other Canadi an electric
utilities that have a charge for opportunities foregone in
their tariffs for energy inbal ance?

MR. PORTER: | don't know the answer to that question.

Q - Al right. I'msorry to juggle the paper here. But
would i ke to take you to the response you provided to
| nformati on Request 30 of Enmera Energy Inc. which is A4
at page 101.

Do you have that, sir?
MR PORTER Yes, | do.
Q - Now the question asked about opportunities foregone and

whet her this was a FERC 888 requirenent. Do you see that?
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MR. PORTER  Yes.

Q - And so it is not a requirement. Wy do you have it in
your tariff then, sir?

MR. PORTER: FERC does not define in the pro forma tariff
how energy inbal ances will be charged. The pro forna
tariff has the specific requirenent for the plus or m nus
2 megawatt devi ation bandw dt h.

Beyond that they deemthat the transm ssion provider
is to define their terns of charging for energy inbal ance.
Q - This is a provision that will be if approved unique to

New Brunswi ck then?

MR. PORTER: | don't know the answer to that question.
Q - Al right. Let's turn nowto the answer you have
provided to (b). And as | understand it -- sorry, just

one nonent.
Now in the answer to (b) you referred to the
transm ssion tariff design docunent. Do you see that?
MR. PORTER  Yes, | do.

Q - And as | read page 47 of that design docunent, that
section only refers to out of order dispatch costs,
correct?

MR. PORTER: That's correct.
Q - So there are no other opportunity costs that you have in

m nd here other than out of order dispatch costs?
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MR. PORTER: That's correct.
Q - At -- if you could turn up your response to Baysi de Power

| nformati on Request 11 which is again exhibit 4. And it

is page 11.
MR. PORTER: Yes. | have it.
Q - Under the proposal by New Brunswi ck Power, the price for

i mbal ance energy would at times be higher than the cost,
is that correct?

MR. PORTER: That is correct.

Q - Nowin the response that you have provided to this
| nfformati on Request, it states that the increnenta
revenue will be used to offset the cost of procuring the
i mbal ance energy, correct?

MR. PORTER. That's correct. | mght point out for
clarification that that is not an exclusive clause. The
incremental revenue will be used to offset the cost of the
i mbal ance energy. |If the increnental revenues exceed the

cost, the treatnment was defined in the response to a

suppl emental from Provi nce of New Brunswick. It is
suppl emental nunber 1 -- 2.
Q - And I think also in your response to Baysi de suppl enenta

8 you indicated that there would be use of a deferra
account, correct?

MR. PORTER: Could you repeat the reference pl ease?
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Q - Yes. It is Bayside Power Supplenentary Information
Request nunber 8. And that should be A-6.

MR. MACNUTT: Could you clarify that reference?

Q - Sorry, it is PNB 2. I|I'msorry, M. Porter, it is
Provi nce of New Brunsw ck 2, Information Request 2. And
you have referred to a deferral account in that response,
is that right?

MR PORTER Yes, that's correct.

Q - So is the deferral account only for revenues and costs
within the deviation band, or does it include revenues and
costs outside the band?

MR. PORTER: | just want to be careful there. There are two
-- there are two bands here. There are no revenues
associated with inner deviation band, the plus or mnus 2
nmegawat t s

Q - ay.

MR. PORTER: The plus or mnus 10 percent, the difference
bet ween the plus or mnus 2 negawatts and the plus or
m nus 10 at market prices is the second band. And that
outside, which is what we have been tal ki ng about al
al ong, outside of the two bands, that's what we are
tal ki ng about.

Q - Right. Fair enough. And is ny understandi ng correct

that the net revenues will be accunul at ed agai nst custoner
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bills nmonthly?
MR PORTER That's correct.

Q - Al right. So New Brunswi ck Power Transm ssion wll pay
80 percent of the marginal costs for positive energy
i mbal ance. Is that right? O $18, those are the nunbers.

MR. PORTER: Could you repeat that, please?

Q - Yes. Wiat |I'mwondering, M. Porter, is whether New
Brunswi ck Power Transm ssion will be paying 80 percent of
the marginal costs for positive energy inbal ance or $18?

MR. PORTER: They will pay the | esser of the two.

Q - Al right. And so a difference of 20 percent exists
bet ween what you pay to the custoner and what your costs
are, correct?

MR PORTER That's correct.
Q - So a savings of 20 percent arises?
MR. PORTER: Savings to whon?

Q - Good question, is what happens to that difference. Does

it go into the deferral account?
MR PORTER Yes, it does.

Q - Al right. Now howw |l the crediting take place? WII
it goall to-- will the ambunt go to all transm ssion
custoners or only those with paynents or receipts from
ener gy i nbal ance?

MR, PORTER All transm ssion custoners.
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- Al right, thank you. Gkay. On to the power factor
penalty provisions, and that's where | would like to first
take you, M. Porter, is page 39 of the New Brunsw ck
Power Transm ssion tariff design docunent. [|'m under
headi ng 3. 3. 4.

MR PORTER: | have that.
- M. Porter, could you just generally describe for nme the

pur pose of this penalty charge?

MR. PORTER: The purpose is to provide incentive for the

custoner connected to the NB Power transm ssion systemto
mai ntai n an appropriate power factor. And by appropriate
power factor | mean equal to or greater than 90 percent.

Al right.

MR. PORTER. And the reason that we would want to do that is

to help mnimze | osses on the transm ssion system
And is ny understanding correct that the power factor

penalty is four tines the wire tariff?

MR. PORTER That's correct. Four tines the wire tariff,

that's on the increnmental. That is on the difference

bet ween 90 percent of the KVA demand versus the peak

kil owatt demand. And | mght add that that's effectively
identical to the mechanismthat's in our current |arge

i ndustrial rates.

What justification do you rely on to have the penalty
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factor, the power factor penalty either proposed or
current based on principles of cost causation or proper
cost allocation? 1Is it based on either cost causation or
cost allocation principles?

MR. PORTER: | believe it's based on cost causation. But
t hat goes back well before my tine in that this is an
hi storical nechanismthat has been in the NB Power rates
for large industrial custoners.

MR. MARSHALL: M understanding is it's pretty standard
practice in all bundled rates to custoners for power
factor penalties, 90 percent.

Q - Based on four times the wire cost?

MR. MARSHALL: The fact is that the four times is equival ent
to the current penalty. But the fact that there are
penalties for power factor is a standard rate making
mechanismin all rates that |I'm aware of.

And the reason for it, as M. Porter said, is that it
is that losses will increase. And it goes back to ny
expl anati on yesterday about what VARS are and the fact of
i magi nary power.

What happens is, is that if the electricity supply on
the systemwas all |ights we woul d have no need for power
factor correction because the voltage and the current

woul d be in phase. But in -- the fact is that we have
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many notors that are on the system And when notors
operate, nmotors -- the nmagnetic circulating field of
notors require and pull the current out of phase fromthe
voltage. So the notors pull it out of phase. This
i ncreases the current required through the system This
i ncreased current causes increased |losses. So in order to
keep the voltage at a reasonable | evel and provide proper
vol tage for everybody's end use and the systemto operate
properly and mnimze |osses in the system we have to
mai ntai n power factors above 90 percent.

Q - Right.

MR. MARSHALL: That's the rationale for why it's in the

tariff.

Q - I think I now understand. And we don't take issue with
the purpose. Wiat I'mtrying to understand is the
nmet hodol ogy you use to price this penalty factor.

Did you conduct any studies or did you perform any
sort of cost of service allocation analysis with this
applied for penalty factor?

MR. PORTER. One of the principles that was applied in this
case was the --
Q - M. Porter, could you please just answer the question and
then I woul d be happy to hear your explanati on.

Did you conduct any studies, cost of service
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al l ocation studies or any sort of review of other
jurisdictions and how t hey cal cul ate the penalty factor?

MR. PORTER No, we did not. And what | was attenpting to
say was that we follow the Wite Paper energy policy of
maki ng sure that rates are available to custoners under
simlar ternms and conditions as what they have today. And
we know that we have done that with this inplenentation of
t he power factor penalty.

MR. MARSHALL: So the rate is based on the current penalties
that are in the current large industrial rates for power
factor.

Q - Do you know whet her the power factor penalty was a topic
of discussion in the |ast cost of service allocation study
that was exam ned by this Board?

MR PORTER | am not aware.

Q - And if it wasn't considered there, is to fair to say that
it hasn't been a matter that has been the topic of this
Board's consi derations?

MR. MARSHALL: Again | have to speculate. If it wasn't
considered there, as it wasn't seen to be an issue, it has
been in the rates all along, so this Board under that
basi s woul d have accepted it.

Q - And if ny clients were interested or concerned with the

power factor penalty anmount applied for, it would only be
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in this proceeding that they could rai se those concerns,
correct?

MR. MARSHALL: Well, the power factor penalty is an issue to
current supply out of phase |osses on the system The
| osses in the systemare at the risk of the transm ssion
provider. The Transco has set | osses at 3.3 percent of
system average |l osses. And if they are higher than that,
they take the risk of what it is. So they want to make
sure that power factors will be in line so that |osses
will be as projected.

- Do you renenber ny question, M. Marshall?

MR. MARSHALL: Could you repeat it?

- If ny clients were concerned with the power factor
penal ty anount and how it has been designed, this is the
only proceedi ng by which those concerns could be raised?

MR, MARSHALL: Yes.

- Correct?

MR MARSHALL: Yes, that's correct.

- Thank you. Let's turn to the issue of the charge for off
peak. What | would |like to do is take you to page 36 of
that tariff design docunent. And it's in particular lines
21 through 28.

MR. NETTLETON. M. Chairman, | see that we are at quarter

to 11:00. Do you want to break now or do you want to
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continue on? |'mabout to go in here.
CHAI RVAN:  We have consensus. W will take our break now.
MR. NETTLETON. Thank you.
(Recess - 10:45 a.m - 11:00 a.m)
CHAl RVAN:  Go ahead, M. Nettl eton.

Q - Thank you, M. Chairman. Two areas left. The first
deals with the charge for off peak. And as | indicated
before the break, | would Iike to take you to page 36
lines 21 and 38 of the tariff design docunent. Do you
have that, M. Mrshall and M. Porter?

MR, MARSHALL: Yes.
MR PORTER  Yes.

Q - Al right. Now for network service is it correct to
understand that the billing determinant will be the
greater of the net nonthly nonconci dent peak demand in the
on peak hours or 71 percent of the net nonthly
nonconci dent peak demand in the off peak hours?

MR MARSHALL: That's correct.

Q - Al right. What I'minterested in, sir, is how you have

calculated the 71 percent? Can you help ne with that?
MR. PORTER: That calculation is based on five on peak days
out of a seven day week.

Q - kay. And so is that just sinply five divided by seven

t hat sinple expression?
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MR PORTER That's correct.

Q - It is? That is --

MR PORTER  Yes.

Q - And the reason that you have del i neated between on and
of f peak hours is what, sir?

MR. PORTER It's to encourage the shifting of load fromon
peak hours to off peak hours.

Q - So that is a good thing?

MR PORTER That's correct.

MR. MARSHALL: It could be. [It's to provide an opportunity
for the custonmers so that they are not as -- it's to avoid
the punitive nature of a nonconcident peak in the off peak
hours. To give thema little bit nore flexibility and
abl e to manage their | oad.

Q - It provides incentive, correct?

MR. MARSHALL: It does provide sone incentive to do that,
yes.

Q - To nove load to the off peak hours?

MR, MARSHALL: Yes.

Q - Thank you. Now back to the five divided by seven
calculation, M. Porter. Have you done any studies or
anal ysis as to the cost causation of that cal cul ation?
Are there any cost causation principles associated with

that cal cul ati on?
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MR. PORTER:. No. The 71 percent factor we believe provides

adequate incentive to encourage the shifting of load to

the extent that that is possible in our custoner base.

- See, that was easy. Last item | would like you to turn

to exhibit A-23. And that, M. Porter, was the
undertaki ng you provided to Saint John Energy. And it
relates to the two docunents that were filed this norning,
JDI 26 and 27. Could you get those docunments before you
pl ease?

M. Chairman, | understand that there is a bit of a
bet going around in the collective peanut gallery as to
the hour in which I will finish. And | am hoping that M.
Morrison won't win, so there m ght be sone incentive for

t hat .

MR. MORRI SON:  Have you done a study on that?

MR. NETTLETON. Maybe. |I'mnot going to tell you though.

- Al right. M. Porter, the response to the undertaking
that you have provided as | understand it is a chart -- or
two charts rather, dealing with the dollar per kilowatt
hour on a yearly basis for generation capacity associ ated

with ancillary services. |Is that right?

MR. PORTER: It's our dollar per kilowatt year basis for

generation capacity, yes.

- So the nunbers that are shown here do not reflect the
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price paid by custoners for ancillary services, is that
fair?

MR. PORTER: That's correct. And that's because the
undertaki ng was in response to a request from M. Young to
see the pricing -- what was being paid to generators for
the provision of this service because their concern was
the possibility that generation could be being overpaid or
per haps underpaid to the detrinment of those that take
service fromthose generators.

Q - And so the nunbers that you have provided in these charts
are sinply one input upon which prices for ancillary
services are being calculated, is that correct?

MR. PORTER: That's correct.

Q - Can you explain the weighted average cal cul ation that you
have included on the bottomof the Iine that starts with
the words "wei ghted average”. Can you explain those?

MR. PORTER: Yes. For each of the services we have shown
here the price that is -- represents the dollars that
woul d flow fromthe transm ssion provided to the generator
per kilowatt year of generation.

We al so have but not showing on this table the
guantities of each of the services, so that is the
kil owatts of generation capacity required to maintain

systemreliability for each of the services -- through
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each of the services. And this is a straight weighted
average of the prices versus the quantities of each
servi ce.
And we woul d certainly be happy to provide the
guantities if that would be of use.

- | thank you for that. | don't -- let's see how we go.
Because |'mnot sure if we need it but let's see how we
go. And then you are taking that anmount for each service
and doing a weighted average calculation with it, is that
correct?

MR PORTER: Yes. For each service we |ook at the
respective price and the respective quantity to conme up
with a weighted average on the total portfolio of
servi ces.

MR. MARSHALL: Yes, but -- just the -- there is no wei ghted
average for an individual service. The regulation
service, for exanple, in the table, the generation dollar
per kilowatt year charge, 8199 dollars a kilowatt year
woul d be multiplied by the quantity required of
regul ation, which is 17 megawatts, which would give a
revenue requiremnment then that would be the nunerator in
the rate calculation to be then divided by the billing
determ nant denom nator. And that's done for each

servi ce.
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So there is a -- this is a dollar per kilowatt year
rate as the proxy cost for procuring the service. Then
you nultiply it by the megawatts of required capacity to
provi de the service, to get a revenue requirenent for each
service, and divide by the billing determ nant to get the
rate for each service.

Q - So the negawatt quantity for each service fornms the basis
to obtain the wei ghted average?

MR. MARSHALL: The nmegawatt requirenent of each quantity is
the basis of the weighting to get the weighted average in
t he tabl e.

Q - Okay. And again this isn't in respect of the prices that
rat epayers charge, these nunbers here. W have to go to
Sai nt John Energy 3, | believe, to understand the prices
for the rates, is that -- well let's turn to Saint John
Energy IR-3 which is in A-4. That's page 474.

MR PORTER Yes. W have that.

Q - Al right. And as it relates to the ancillary services,
M. Porter, could you confirmthat those are the | ast
three rows on that chart found at page 4747?

MR PORTER  Yes.

Q - And let's just go through the colums then for each of

those, just the ancillaries.

Subj ect to check, the ancillaries for New Brunsw ck
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Power woul d anpunt to $11.40, for Hydro Quebec $2.24, for
Mani t oba Hydro $5.03 and for Saskatchewan Power $10.36 and
for BC Hydro $3.21.

MR. PORTER  Yes, subject to check.

Q - Now back to A-23. Under the next colum -- or sorry,
under the next chart, which is |I believe entitled "Mine
Uilities", there is again another conparison of the
ancill ari es proposed by New Brunsw ck Power to various
Maine utilities, correct?

MR PORTER: Correct, with the caveat that those with an
asterisk are not the current rates. W have the notes on
the bottomindicating that those are the rates that were
filed with FERC and accepted at the tinme that those
systens went into an open access transm ssion tariff
si tuation.

Q - Okay. But you will confirmwith ne -- well, let's |ook
first at JDI-26, if we could, which is the Bangor
Hydr oel ectric docunent.

Now M. Porter, you will confirmwith nme that this is
the material that you provided to ne through your counsel
with respect to the data or working papers used to
cal cul ate the nunbers found in this chart, is that right?

MR PORTER: Yes, that is correct.

Q - Okay. And with respect to the prices of ancillaries, |
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believe we have to flip to exhibit nunber 4, page 1
Sorry --

MR. MACNUTT: \What was that reference to exhibit A-4 again?

Q - If we flip over five pages, M. Porter, to what is
entitled "Schedule 1", and the schedule is entitled
"Bangor Hydroel ectric Conpany Transm ssi on Weeling."

Do you have that table there?

MR. PORTER: Wi ch page again? Fifth page of the package or
the fifth page of --

Q - Fifth page of the package

MR. MARSHALL: | think it is the sixth page.

Q - It is indeed the sixth page. And what I'mlooking at is
schedule 1. It is entitled "Schedule 1" in the top right
corner. Do you see that?

MR. PORTER Yes, | do. Can you confirmthe title? Because
| believe there is nore than one schedule 1 in this
package.

Q - Yes. The title is "Bangor Hydroel ectric Conpany
Transm ssi on Wheeling Rate Summary." Do you have that?

MR PORTER: Yes, | have that.

Q - Okay. And what I'm|looking at are lines 7, 8 and 9.
Line 7 is entitled "Regul ati on and Frequency Response
Service."

And the year, the dollar kilowatt year anmount for that
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is 52 cents. Do you see that?
MR PORTER  Yes.

Q - And the operating -- line 8, the operating reserve,

spi nning reserve service, the amount there is $3. 157
MR PORTER  Yes.

Q - And the operating reserve, supplenental reserve service,

line 9 is shown al so as $3.15?
MR. PORTER  Agreed.

Q - And ny handwriting cal culation as shown there is $6.82 at

the bottomof that. Do you see that?
MR PORTER Yes, | do.

Q - And subject to check, those would be the charges for the
ancillary services provided by Bangor Hydroelectric
Conpany?

MR PORTER: Yes, all in US funds.

Q - Yes.

MR MARSHALL: That woul d be about 10.50 Canadi an.

Q - Thank you. And that would be using what type of interest
rate or conversion rate?

MR. MARSHALL: 64, 65, just a ballpark estimate.

Q - Okay. Now M. Porter, the only other docunent that you
provided -- that | provided you with here, that I would be
interested in your views on, is the exhibit that has been

mar ked JDI - 27.
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And that docunent refers to the Central Maine Power
Conpany, correct?
MR. PORTER: Yes, | have that docunent.

Q - Okay. And again back to A-23, that is shown also in the

Maine Utilities chart, correct?
MR. PORTER  Yes.

Q - And this is the docunent that you used to prepare your
anal ysis, and in particular the nunbers under the colum
"Central Maine", correct?

MR. PORTER  Yes.

Q - Now !l would like you to turn to the |ast three pages of
t hat document. And the first one is entitled "Load
Fol | owi ng" ?

MR PORTER Yes, | have that.

Q - And would you confirmwith ne, sir, that the yearly rate
for regulation and frequency response service shown is
89. 55 cents?

MR PORTER  Yes.

Q - Okay. And then over the page, the devel opnent rate of
rate for operating reserve, spinning reserve service, that
amount is stated as $2.6425?

MR PORTER  Yes.

Q - That is 2.6425?

MR, PORTER: Yes.



- 1732 - Cross by M. Nettleton -

Q - Al right. And then over the page, the devel opnent rate
or devel opnent of rate for operating reserve, supplenental
reserve service i s expressed underneath the chart and is
$4.874 -- sorry, 4.8754 cents, correct?

MR PORTER  Yes.
MR. MARSHALL: Not cents. That is dollars per kilowatt
year.

Q - Thank you. Now M. Porter, you indicated that, back on
exhi bit A-23, that subsequent to the dates upon which this
information -- that JDI-26 and 27 were information dated
in 1995, correct?

MR. PORTER: Could you repeat the question, please?

Q - Yes. | wasn't clear. |If you look at both JD -26 and 27

that information is dated in 1995, correct?
MR PORTER  Yes.

Q - And then if we go back to exhibit A-23 you have noted by
way of asterisk that charges for Bangor Hydro and Central
Mai ne are applicable prior to the inplenentation of the
| SO New Engl and market, right?

MR PORTER  Yes.

Q - Wiy did you make that notation?

MR. MARSHALL: Just to clarify, the rates -- these would
have been the rates that they filed with FERC to neet

Order 888 requirenment went into effect in Septenber of
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1996 and were in effect up until the Northern Maine | SA
was forned.

And then at that tinme there were maybe adjustnents to
rates for the Norther Maine ISA. So these are the FERC
Order 888 rates for those specific utilities as filed and
approved in 1996.

Q - And M. Porter, it is your view that these rates are
rel evant and applicable for conparison purposes to this
application and the ancillary services that you are
proposi ng here?

MR. PORTER Yes, | do. Because we are proposing pricing be
used in the absence of a conpetitive bid-based nmarket.
And that is what was done at that tine. So there is a
parall el there definitely.

MR. MARSHALL: But | mght want to point out that the rates
t hat we have gone through on each of these schedul es, the
issue is not the rate that is charged to custoners. The
rate charged to custoners is a function of the generator
cost and the quantity of service required.

So the fundanental rates that may end up being charged
to custoners under these schedul es may be | ower than NB
Power rates in this application when in actual fact the
generation costs to provide them are higher.

It is because the quantity of service obligation at
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each of those utilities is nuch smaller than what is
required on the NB Power systemto maintain reliability.
And t hat occurs because they exist in a nmuch |arger
power pool and share reserves across the whol e New Engl and
pool and so have a nmuch snmaller requirenent that they have
an obligation to provide.

MR PORTER | mght add to that, as | noted earlier, that
this undertaking was in response to the question from
Sai nt John Energy, M. Young. And it is on page 514.

And he just says "My perspective is just making sure
that NB Genco doesn't -- you know they are not giving
val ue away outsi de the province."

Q - Thank you, M. Porter. Could |I have you turn to the

ei ght h page of the Bangor Hydro docunent? And the title
of that docunent is "Schedule 4, page 1 of 2, Bangor
Hydroel ectric Conpany Transm ssion Weeling Rate, Reactive
Supply and Vol tage Control from Generation Source
Servi ces. "

Do you see that?

MR PORTER  Yes, | do.

Q - Now M. Porter, yesterday we spoke of the concern that
you expressed with respect to the disclosure of
confidential information.

Do you renenber that?
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MR PORTER Yes, | do.

Q - And sir, would you agree that the information provided on
schedul e 4, pages 1 and 2, would be the information that
woul d be used to cal culate and determ ne the ancillary
servi ces charged by Bangor Hydro?

MR. PORTER: That depends on the nethodol ogy that was
selected. There is certainly nore than one way to conme up
wi th the enbedded cost pricing on reactive supply and
vol t age contr ol

Q - Right. But it would be an enbedded cost pricing
nmet hodol ogy?

MR PORTER \What woul d be?

Q - The nethod used here?

MR. PORTER  Yes.

Q - Al right. And it is this -- fromyour review of this
information, that is schedule 4, this is the information
that you woul d consider to be conmmercially sensitive in
t he context of New Brunswi ck and New Brunsw ck Generation?

MR MARSHALL: There is information here that is
commercially sensitive on total production plant cost by
units and plants, generator original costs, site original
costs.

So there is data here that has commercial value in the

total cost of the plant.
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- M. Marshall, do you see in the future the opportunity
for a utility such as Bangor Hydro to provide ancillary
services into the province of New Brunsw ck?

MR. MARSHALL: No. Bangor Hydro does not have any
generation. In the state of Maine all generation that was
inthis filing has since been sold off to conpetitive
suppliers.

So Bangor Hydro is strictly a wires conpany today and
do not have the ability to provide ancillary services.

MR. NETTLETON: Thank you, sir. Thank you, panel. M
guestions are over subject to the renaining undertakings.

CHAI RMAN: M. Bel cher has gone honme | guess.

MR HASHEY: He indicated to ne that he woul d have no --

M. Bel cher indicated that the questions he had were
cover ed.

CHAI RMAN: Ckay. Thank you, M. Hashey. M. Zed?

MR. ZED:. No questions, M. Chair.

CHAIRVAN:  And it is Perth-Andover? Saint John Energy going
to take Perth-Andover's slot? O are you going to go into
your own sl ot?

MR. YOUNG  Your choice, M. Chairnan.

CHAI RMVAN:  Well, let nme just -- does the Province of New
Brunswi ck have any questions?

MR. KNI GHT: Yes. W have a couple of questions.
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CHAIRVAN:  I'mjust |ooking at -- we have got 25 m nutes
till noon. So maybe the Province could ask theirs now.

CRGSS EXAM NATI ON BY MR. KNI GHT:

Q - Good norning
MR. MARSHALL: Good norning, M. Knight.

Q - A couple of days ago we had a bit of a discussion about
the issue of rate shock as it pertained to the bundled
rate.

The Province in its consultations leading to the
devel opnment of the energy policy identified that rate
shock was of particular concern to the issue of self-
generati on.

And that concern is expressed in exhibit JD nunber 3,
the section 3142 relating to self-generation, where the
Province directed that the Market Design Committee woul d
exam ne the neans by which rate shock to existing self-
generation shoul d be avoi ded.

And as a result of that, in the market design report,
which is exhibit A-5, appendix 8, attachnents to Responses
to Interrogatories, nunber 1, volune 2 of 2, speaking
agai n of self-generator rate shock

In particular on page 53 of that exhibit,
recommendati on 669, the market design --

MR. MARSHALL: Could we get that please?



- 1738 - Cross by M. Knight -
Q - Sure.

CHAI RMAN: Do you want to give us the reference?

Q - It is exhibit A5, appendix 8, pages 52 and 53
MR. MARSHALL: Yes. | have it now
Q - In that recomendati on the Market Design Committee

recommended that the design of the transm ssion tariff
seek to mtigate rate shock to sel f-generators.

The first question that we woul d have then is what
consi deration has NB Power given to mitigating potenti al
rate shock to existing and to new sel f-generators?

MR. MARSHALL: W have reviewed the tariff, |ooked at what
flexibility exists in the tariff for customers to take
servi ce.

And we have -- based on the flexibility in the tariff,
believe that there is no requirenent to deal with specific
issues related to rate shock. W do not believe that
there will be any significant rate shock at all fromthe
i npl enentation of this tariff.

And | mght note that in this report, the Market
Design Conmmittee report, just even on that sanme page where
you nake the reconmendati on, reconmmendation 669, | would
just note the paragraph just above it, where the commttee
noted that ancillary services and transm ssion charges for

self-generators is a conpl ex issue.
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The actual inpact on specific self-generators wll
depend on the kind of service they now receive on their
own operating characteristics and on the decisions, note
the decisions that they may nake in response to the tariff
changes. The conmittee also noted that these tariff rates
woul d be set in the tariff as constructed and filed by
responsi bl e parties.

So the fact that customers have a choice, they can
choose network service or point-to-point service, and they
can sel f-provide sone of the ancillary services.

Current self-generators in New Brunswi ck today all are
served under rates that are interruptible on 10 m nutes
notice. They should have the capability to self-provide
suppl emrental 10-mi nute reserve and 30-m nute reserve from
t heir own sources.

And on that basis that mtigates a significant anount
of the cost. And by using point-to-point service, if they
are a self-generator that operates a lot of the tinme and
have therefore a low |l oad factor in taking energy fromthe
system they can take point-to-point service and mtigate
the transm ssion charges significantly through use of
poi nt -t 0- poi nt service as opposed to network.

So | think those are things -- and just in response to

that, whether you are going to get there or not, | would
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like to bring up the fact that JDI submtted a

suppl ement al response where they put on the record the

actual billing determ nants and costs related to the
Irving Pulp and Paper m |l at Reversing Falls, based on
the history of 19° -- of 2001.

It is clear fromthat information -- they have assuned

network service and total supply of all ancillary
services. And under those nunbers they would say the cost
woul d i ncrease from $234,000 up to 616'. That is a -- and
they say that is a 63 -- 163 percent increase, that that's
rate shock.

We woul d agree that that would be rate shock. The
fact is we have redone nunbers and are prepared to submt
them here to show that they have the opportunity to take
poi nt -t o-poi nt under the sane data and sel f-provide sone
of those ancillary services, that the actual costs wll
reduce back down in the same order of what the costs are
t oday.

CHAI RMAN: M. Marshall, that was all very interesting. But
t he question was what you had done, not to argue about an
exhi bit that sonmebody else put in. So try and answer the
guestion --

MR. MARSHALL: Ckay. Wat we have done is we reviewed the

flexibility in the tariff. W inplenmented the off-peak
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demand rate to provide sone novenent for these types of
generators to nove their |oad, so that they would have
sonme flexibility in how they operate their | oads.

And we -- the tariff provides themto choose what type
of service they want and to self-provide ancillaries. And
we think that is enough to mtigate the rate shock issue.

Q - So the sentence that follows the Market Design Conmmittee
recommendat i on 669 speaks of phasing in of transm ssion
tariffs and ancillary service charges.

So in your opinion it would not be necessary to design
the tariff such that there would be a phasing-in?

MR MARSHALL: As filed the tariff does not include a
phasing provision in it. And based on the flexibility in
the tariff we don't think it is necessary. But it is up
to the Board to deci de whether or not they think it is
prudent .

MR. KNI GHT: Ckay. Thank you, M. Marshall. That is al
fromthe Province.

\ CHAIRVMAN. Thank you, M. Knight. It |ooks |Iike Saint John
Energy. Do you want to break for |lunch now and conme back
at say quarter after 1:007?

MR. YOUNG Your preference, sir. |In fact that probably --
if we started now it would put us hal fway through what we

want to cover.
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CHAI RVAN: Okay. Well, we will break now for lunch and cone
back at quarter after 1:00.

(Recess - 11:45 a.m - 1:15 p.m)

CHAI RVMAN: | have indicated to nost of the parties that the
Board's intention would be after the intervenors concl ude
their cross of this Panel, we will adjourn over until
tonmorrow norning, so that Board counsel and staff can try
and shorten up their cross.

Sai nt John Energy?

CROSS EXAM NATI ON BY MR YOUNG

Q - Thank you, M. Chairman. M. Porter, M. Marshall, M.
MacFar |l ane and M. Lavi gne, good afternoon.

| will be speaking on behalf of three mnunicipa
utilities, Saint John Energy, Energy Ednundston, Perth-
Andover Electric Light Conmm ssion.

The questions to Panel C will be focused on five areas
of concern, and deal mainly with the evidence and
expertise of M. Porter and M. Marshall.

To begin | would like to focus on busi nesses being
treated equal under the tariff, in particular distribution
utilities being treated equally. The reference on this
woul d be exhi bit A-26, Panel C presentation, page 5.

In fact, you probably wouldn't even have to turn that

up, just because I'mnot going to be specific on that.
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It's a generality in that area.
M. Marshall, since you are applying for a
transm ssion tariff as NB Power, an integrated generation,
transm ssion and distribution conpany, but expect to
i npl enent the transmission tariff through a stand-al one
transm ssi on conpany that would be a butterfly fromthe
present NB Power, can you appreciate that we have sone
concern about having your future distribution conpany on a
| evel playing field with nunicipal distribution utilities?
MR, MARSHALL: Yes.
Q - WII all the distribution utilities, including the new
butterfly NB Power Disco, be treated equally when the
i ndustry is restructured?
MR. MARSHALL: Under this tariff they will be treated
equal |y, yes.
Q - | take that to nmean that all applicable charges will be
i dentical, including network charges, point-to-point
charges, SOS charges and any ot her charges that m ght
apply. |Is this correct?
MR. MARSHALL: All charges -- all custoners under this
tariff wll be treated equally.
Q - Okay. | just had a point brought to my attention. |
said the SOS is under this tariff and in fact it is not

under this tariff.
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MR MARSHALL: No, it's not under this tariff.
Q - I just want to make sure it's correct in the transcript.
What are your thoughts on SOS? 1Is that going to be held
the sane as the other three issues | brought forward,
treated the sane?
MR. MARSHALL: That woul d be specul ative at this tine.
Q - Fair enough. M. Porter, do you agree with M.
Marshal | 's response?

MR. PORTER: Which part of the response? Can | clarify the

Q - M. Marshall's responses are always short and to the
poi nt .

MR. MARSHALL: A sinple yes will do.
MR. PORTER  Yes.

Q - Thank you. | like those once in a while. Does this nean
that NB Power Disco will be billed the same as Sai nt John
Energy and nunicipal utilities and have the sane
determ nants as far as you are concerned?

MR PORTER Yes, that's correct.

Q - Okay. This gets us into a fairly confusing area, which
is the area of coincident versus noncoincident demand as
the basis for billing determ nants.

The Market Design Committee reconmended that billing

be based on noncoi nci dent peak demand. The governnent has
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adopted this recomrendation in that they have not
explicitly said otherwise. Do you agree with this
statenment so far, M. Marshall?

MR. MARSHALL: Specul ative, | guess. M understanding is
t he governnent accepted the reconmendati ons of market
design and said so in a press release. Until the
| egi sl ation cones down and all the rules are put in place
and it's law, we won't know for sure.

Q - And your policy as far as you know for sure at this tine
is to base billing on noncoinci dent peak demand al so?

MR. MARSHALL: What we have is what is in front of us in
this tariff. W are billing on noncoincident peak for
network service, on contracted service for point-to-point.

MR. PORTER: Wich is consistent with market design
recomendat i ons.

Q - So you can confirm ny understanding on how you will be
treating NB Power Distribution after the butterflies have
flowmn. M understanding is as follows. NB Power
Distribution will be billed under the transm ssion tariff
and for SOS on a noncoi nci dent peak basis, which basically
means that billing will be based on the sum of the peak
demands at each of its substations wi thout regard to when
t hat peak occurs. |Is that correct?

MR. PORTER That's correct.
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MR. MARSHALL: Yes, that's correct.

- Thank you. The next focus | have, next issue is partial

SCS supply. And this is to begin with M. Marshall. The
purpose of this is just to get clarification that
muni ci pal electrical utilities need to arrange for
transm ssi on under the OATT only for the portion of its
supply that it does not take under SOS. And the
references for this are exhibit A-6, and also fromthe
transcri pt day 3, Novenber 20th, page 506

We earlier asked Panel D a simlar question. And our
review of the transcript indicates some |ack of clarity.

Il will try this again.

The question is if a | oad connected to the
transm ssi on system such as Saint John Energy, takes part
of its supply under SCS and part through bil atera
contract, will it be considered a transm ssion customer

with respect only to the bilateral contract?

MR. MARSHALL: | think really that's a standard offer

guestion of how that transm ssion be split up. Basically
under standard offer, if Saint John Energy remains
standard offer custonmer the custonmer of Transm ssion would
be NB Power Distribution and Custoner Service.

| f Saint John Energy take a portion of their supply

under standard offer and a portion of their supply in the
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mar ket pl ace, then | think Saint John Energy woul d need to
becone the transm ssion custoner for the total
transm ssion and it has two sources of supply neeting its
| oad and two sets of resources that have to bal ance
agai nst that, the contract froma conpetitive supplier and
the portion fromstandard offer service. The billing
determ nants woul d be the same, what is the tota
noncoi nci dent peak at each delivery point if it was under
net wor k servi ce.

Q - Are you telling ne that Saint John Energy woul d becone a
transm ssion customer for both SOS and the bil ateral
contract separate fromit?

MR. MARSHALL: No. |I'msaying the one entity has to be the
transm ssi on custonmer at each delivery point. Now because
you wi Il have different generation suppliers to that
delivery point, one entity has to nanage that transm ssion
and schedul e what is required.

Just as far as the tariff -- M. Porter pointed out to
nme as far as the tariff is, NB Power Transco and the
system operator, it's indifferent to them whet her that
transm ssion is going to be schedul ed and managed by NB
Power Distribution or by Saint John Energy. [It's just
that it has to be managed by sonebody and the bill w Il be

sent out based on the total.
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There is a need to split the bill up between the
parties, that basically the bill then has to be sorted out
in sone way. And it's an issue in standard offer how it
would split out. So that is an issue for how the standard
offer rates would go forward, as to how you split out the
transm ssi on conponents between the standard offer and the
conpetitive supplier.

It appears that there is a great uncertainty around how

O

this tariff fits in with SOS. And since it is the
government's clear intention to continue to provide
exi sting custoners with service simlar to existing
service through SOS, we are having sone difficulty
under st andi ng how your application inpacts us and our
cust oners.
Now can you tell about how the proposed tariff nmeshes
with SOS arrangenents? How exactly do these two nesh
t oget her just beyond your initial information? Because we
are under the understanding if it's SOS and the way you
explained it to us earlier, SOS would be through a
contract between Saint John Energy and NB Di sco.
MR. MARSHALL: That's correct.
Q - And that's separate. And then if we wanted to go to the
mar ket that's a bilateral contract that, yes, we are our

transm ssion custoner and we will deal with that at that
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time in that manner. W didn't think that it was that

part of an issue.

MR. MARSHALL: Well | think that's what | just said.
Q - Oh. Thank you. | got a different version of it, that
was all, sir.

CHAI RVAN:  Maybe you should restate, M. Marshall.

MR. MARSHALL: You asked if you remain as part on standard

offer and part as a conpetitive -- froma conpetitive
supplier, then there is -- fromunder the tariff the
nmeasurenent and the billing determinants will be the sane.

The issue will be how do you sort out which portion
goes to NB Power Distribution because they are the -- they
are delivering the SOS service which will include the

transm ssi on and which portion goes directly to Saint John
Energy because of -- or the conpetitive supplier if it's
bundl ed service fromthem you have got to sort out which
pi ece goes to which supplier. That becones an issue to be
sorted out in the standard offer rates.

Q - It's just that with Saint John Energy we want to nake use
that if our custoners choose not to choose, which they
want to default, that SOS is the default for them And I
don't think that if one of our custoners wants to nake a
deci sion and choose green power that imedi ately everybody

el se has to cone off default. W want to have the options
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avai l abl e to our custoners that if soneone wants SCS, so
be it, it's their choice.

| f sonmeone el se wants green power, soneone el se wants
time of use and it goes on and on, if there are separate
contracts, we want to deal with the separate contracts.
We don't want themall overl apped and confusing to our
custoners. That was the only reason | was bringing this
up. But I'"'mconfortable with the answer | have gotten so
far, so |l will go on

Al right. This issue -- this focus is going to be on
stranded costs and falls out of the previous question and
the question prior to that. Continuing the issues which
ari se when a custoner takes only part of its supply under
the proposed tariff. Wuld there be an exit fee when the
custoner | eaves SOS supply?

MR. MARSHALL: M understandi ng, that hasn't been determnm ned
yet. The Wiite Paper says that custoners -- eligible
custoners in the market can choose to gain conpetitive
suppliers but that there should be no cost shifting to
ot her custoners.

The issue of stranded costs was put forward to the
Mar ket Design Comrittee. They reviewed it, nade sone
recommendat i ons but again did not cone down with a

definitive methodol ogy of calculating or determning -- or
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how t hat would occur. And until the |egislation cones out
whet her or not -- what the stranded costs nmay be or
mechani smor who is responsible for themare yet to be
det er m ned.

- In your viewis there a need for an exit fee?

MR. MARSHALL: The -- that would depend on the |evel of cost

shifting that could occur. There is a need for an
assessnent of whether there should be an exit fee. But
there may not need -- be a need for an exit fee. That
woul d depend on whet her or not the costs that potentially
woul d be shifted could be mtigated so that there would
not be any cost shifting.

- I's NB Power planning on doing an assessnent?

MR. MARSHALL: | believe they will when the | egislation

comes out. And | think if this Board has authority over
it or whatever, there will likely be a hearing or

sonmet hing. But yes, there would be an assessnent. But
until the vesting contract is witten and done and the
M nister sets the price in the vesting contract, it is

i npossi ble to do calculations to determ ne whether there
will or will not be any stranded costs.
- Just to finish off this topic. Just to be absolutely
clear, the exit fee would consider only the part of the

custoner's supply that is not going to be bought under
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SOS?

MR. MARSHALL: That woul d be ny understanding. But again,
until the details are out. But that would be ny
understanding at this tinme.

Q - W find we are all waiting for details. M. Porter, just
exhibit A-23. Could you bring that before you? A-23 was
the ancillary services undert aki ng.

MR PORTER: Yes, | have that in front of ne.

Q - Okay. | will just give the opportunity for the Board.
The majority of these issues that we had before you have
all been covered by other Intervenors.

Wuld it be possible for New Brunswi ck custoners to
self supply ancillary services by inporting them from
Mai ne?

MR. PORTER: It would be possible fromsources within the
control area so northern and -- northern Maine it would be
possi ble but it's not possible across the MEPCO tie from
t he rest of Mine.

Q - The only reason I'mbringing that up is that when | | ook
at this A-23 and | see NB Power's ancillaries |isted
there, | see the last colum of the second row of the
tables ISONE. And | see the difference in the price of
these ancillaries. And if | feel 1'"'mgoing to pay for

| oad followi ng $67 and change or | can get |oad follow ng
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at $36 and change, there is not much of a decision to
make, that's all. | was just -- conparison w se, sonmeone

so close to New Brunswi ck offering a simlar service.

MR. MARSHALL: W can explain, it is an issue of the whole

reliability structure of the North Anerican systemis set
up by NERC and the regional councils essentially is the
control area philosophy. And each control area has to
provide all of its own regulation and naintain its
frequency at the inter-ties between the control areas.

So it is not possible to export the frequency control
and regul ation and load following fromone control area to
anot her because the purpose of the control areas is to
bal ance all the load in that control area and neet their
obligations separately. And it is part of the reliability
structure of the North American system That's why you
can't purchase these services outside the control area.

Can | just confirmthen, M. Marshall, that in New
Brunswi ck, New Brunswi ck customers can't buy from | SO any

but they can buy from northern Miine?

MR. MARSHALL: They could buy fromnorthern Maine. They

could buy fromMaritine Electric. They could buy from
Nova Scotia Power. They could buy from WPS Ener gy
Services. Any -- they could buy fromany generators

| ocated inside the Maritine control area.
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Q - Can you just clarify the boundaries of the Maritine
control area just for everyone el se?

MR. MARSHALL: The -- | believe M. Snowdon did it in the
first day in an exhibit. The presentation shows a map.
It's page 9 of exhibit A-7.

Q - M. Marshall, I"'mfine with that. | mean, you have done
it already.

MR. MARSHALL: Just so you get it on the record and then it
-- you could look at the diagram It includes New
Brunswi ck, Prince Edward |sland, Nova Scotia and the two
i sol ated pockets of northern Maine up in Aroostook County
and down in Washi ngton County. Those two isol ated pockets
of Maine which are interconnected only into the New
Brunswi ck system and isolated fromthe rest of the eastern
i nterconnection. That conprises the Maritinme control
ar ea.

Q - And that's the only reason why | had raised the issue was
to have it tied in with this. That's it. Thank you, M.
Mar shal | .
M. Porter, would you have before you A-24, conparison
of transmission bill to the current bundled bill for
hypot heti cal whol esal e custonmer. | believe it's based on
a 100 negawatt system It was based on an undertaki ng by

Sai nt John Energy to NB Power previously.
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MR PORTER Yes, | do.
CHAl RMAN:  Sorry, M. Young?
MR YOUNG It was A-24. Just a single page undertaking

Q - M. Porter, the exhibit is a response to our request to
clarify how the proposed tariff will affect the cost of
exi sting custoners of distribution utilities. The
response goes a long way. And it would be helpful if you
could confirmtwo things.

Firstly, could you confirmthat if as a result of the
OATT coming into effect, the custoner's whol esale bill
were to be unbundl ed, the present demand charge of $9.96
per kilowatt nmonth would be replaced by two charges, one
of $3.11 per kilowatt nmonth for transm ssion and ancillary
services and the other for $6.85 per kilowatt nmonth for
all demand itens not covered under the CATT?

MR MARSHALL: If the rates remain the sane.

Q - Thank you. And secondly, when the |ast note at the
bottom of the page says that tariff with ancillaries,
colum (g) is included in total bundled cost, colum (f),
could you confirmthat it is 100 percent of colum (g) and
that it is included in colum (f)?

MR. PORTER Yes. | can confirmthat colum (g) is included
within the total bundled cost which is colum (f).

Q - M. Marshall, just to follow up on a question, you said
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if the rates stay the same. Wuld you follow up on that,
if the charges stay the same? Was there going to be a

change?

MR. MARSHALL: This is based on the current denmand charge of

9.96 in the bundled rate to whol esal e custoners. The
tariff application before this Board is $3. 11 per network
service including ancillaries.

So if those two rates stay the sanme then the unbundl ed
rate for the remaining service would be 6.85. [If either
one of those two nunbers change then you will get
di fferent nunbers. But the two should add up to be
what ever the total bundled rate is.

What woul d be the reason for either one of those two

nunber s changi ng?

MR. MARSHALL: Well, first of all the Board nay not approve

the 3.11. So subject -- we have to wait until the
deci sion conmes in exactly what is approved by this Board.
That could change. And the 9.96 is the current rate.

That -- in the future that rate could change.

MR YOUNG That is it for nmy questions. Thank you, Panel

C. Thank you, M. Chairnan.

CHAI RMAN: M. Marshall, | wonder if you could do sonething

for me. If you ook at JDI 3 which is the New Brunsw ck

energy policy and if you look at -- | will wait for you to
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get that -- page 18, 3.1.3.4, "Leveling the Playing
Field."

At |aw we have a concept called the reasonabl e man.
It hasn't becone the reasonabl e person yet, to ny
knowl edge. But anyhow | consider nyself to be a
reasonabl e man when |I' mreadi ng that.

And fromthat | get the very distinct inpression that
at the time of the Wiite Paper when they tal ked about
| eveling the playing field, governnment was tal king about
t he whol esale electricity market alone, and that's al
t hey were tal king about.

In the description that you have given to us on four
or five different occasions, it's |leveling the playing
field between all energy sectors, so that -- and that was
one of the reasons that was given that there would be
paynent in lieu of taxes for transm ssion, et cetera.

Coul d you, by the tine we conme back together again
tomorrow, find where governnment has enunci ated that
di fference?

MR. MARSHALL: | think it is actually in different parts of
this docunent. Here the "Leveling the Playing Field"
deals with a conpetitive whol esale market. That's the
conpetitive whol esale market for electricity. But

electricity is one energy form So that |evel playing
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field still has to relate to the gas markets, gas --

CHAI RMAN:  Okay. | understand that is what you have said to
us on a nunber of occasions.

MR. MARSHALL: So that is there. And other places in this
Wi te Paper where there were issues of environnental, in a
couple of the other areas, | could undertake to find them

CHAI RVAN:  Woul d you do that? Because this is where -- of

course it is indexed under this, "Leveling the Playing

Field." And that is what | had read. | woul d appreciate
t hat .

W will adjourn then till tonorrow norning at 9:30.
M . Hashey?

MR. HASHEY: M. Chairman, | just wonder if this wouldn't be
an appropriate tinme, since we have a few m nutes, rather
than interfere with tonorrow and give you sone tinme to
refl ect and nmake sone deci sions.

W will conplete Panel C tonorrow. That's obvious.
We are then scheduled to return here on the 6th of January
to have the evidence of -- | guess at that tinme it would
just be the panel of J.D. Irving.

CHAl RVAN:  Mhmm

MR HASHEY: On the 20th of Decenber we receive the
presentations. W get our Christmas present this Friday.

And | assume that those presentations will be follow ng
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t he sane course of just explaining the evidence |ike we
did. And if that is the case there is no problem

There did becone an issue before. There was tinme to
deal with the issue. Qbviously there won't be tinme to
deal with that issue. And | assune if there is an issue
we conme back on the 6th and discuss it. | don't see
real ly any other opportunity frankly.

CHAI RMAN:  No. You are right. Christnmas and New Year's are
out of bounds.

MR HASHEY: Yes. No, that's fair. So on that basis. Then
after that -- we anticipate that that evidence will not be
but for a couple of days possibly. Then there m ght be
sone rebuttal but it would be short.

So that we are not going to use up a lot of tinme in
the two weeks that are set aside. You probably hear now
where |I'm com ng from

There will necessarily be presentations to the Board
by ourselves and the Intervenors on what we think should
happen here.

CHAI RVAN: M. Hashey, let ne tell you, the Board has been
tal king a good deal, particularly in the |ast week. It
woul d be our intention, subject to whatever the parties
have to say, that if the |legislation has not been tabled

by the tine we conclude the evidence, that we would



- 1760 -

adjourn sine die until such tine as that legislation is in
t he House and we have all had an opportunity to read what
it is that the governnment is saying.

| want to assure you, the applicant's solicitor and
the other parties that the Board is very cogni zant of the
date of the 1st of April of 2003. And as is the case, we
could if necessary sinply issue our decision with witten
reasons to follow later if the time dictates that kind of
a nove.

But certainly, speaking for nyself and ny fell ow
Comm ssioners, we want to see that |egislation before we
hear fromthe parties and before -- and then give our

deci sion after that.

And again that is subject to -- | mean, it may cone
down this week. W don't know. |If sone people stop
talking it mght. | don't know

O | don't know when the House is supposed to cone
back in. M. Knight, do you know? 1Is it going to be the
6th or is it --

MR MORRISON: | believe it is the 7th, M. Chairman.
CHAI RVAN:  They are com ng back on the 7th | think.
MR. MORRI SON: My under st andi ng.

CHAIRVAN:  So it could very well be that it would be

avai lable for us to look at. So all of that having been
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said, just sinply -- | know you are trying to get a sense
of when it is we would have summation and what formit
woul d take and that sort of thing, M. Hashey.
| think we are at the nercy of the House as to when we
set our tinme for summation, et cetera.

MR. HASHEY: Ckay. That's very fair. And | thank you for
the coments. Cbviously we have no idea, sitting here,
any of us that | know of, have any idea when any
| egi sl ati on m ght be tabl ed.

CHAI RMAN: W all have estimates | guess. But that is about
all.

MR HASHEY: | don't even have that. But that is ne.

CHAI RMAN: M. Marshall, do you have any estimates?

MR. MARSHALL: Estimates of when the legislation is comng
down?

CHAI RMAN: | guess not. | guess not. W were talking about
when the legislation mght hit the House. That is a good
pool, isn't it?

MR. MARSHALL: | would say it would be a pool that we could
all bet on. At this stage |I don't have any definitive
information as to when the legislation is com ng down.
don't think anybody in the room does.

CHAI RMAN: M. Hashey, let us say it was tabled the first

week of January before we concluded. The Board's nornal
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approach to these matters, as | think you are aware, woul d
be to take a day or two off between the closing of the
evi dence and then cone back for oral sunmation.

We don't -- normally don't call for witten briefs
unl ess there is a point of |law that needs to be canvassed,
and then take a break between | would say your sunmation
in chief, everybody, so that we can then consider what al
the parties believe to be inportant issues.

And the Board can | ook at that and then cone back and
say to the parties, will you in your rebuttal al so address
the foll owi ng things which nobody has covered to this
point that we think are inportant. So therefore you are
probably | ooking at a two-day staged oral summation.

MR. HASHEY: What | was going to request actually is -- and
that's fine. That's great. | assune you don't want | ong
witten briefs. |1 knewthat, and | assuned that.

The issue on timng, | would prefer to say have a week
after we conclude the evidence. It sounds |like we were
going to have that anyway. Because the |egislation wn't
be presumably down unless it happens tonorrow or
sonething. | don't know.

But | would like a little bit of tine between that
time, bearing in mnd --

CHAIRVAN: Al right. | certainly hear that.
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MR HASHEY: That's all.
CHAI RVAN:  Does anybody el se have any difficulty with that?
M. Nettleton?

MR. NETTLETON: Just so that | understand, sir, the idea is
that if the | egislation has not been tabl ed before the
conpletion of the evidentiary portion of the hearing, then
t he hearing woul d adj ourn sine die?

CHAI RVAN:  That's correct. Yes.

MR. NETTLETON. And if the legislation were to then cone in,

we woul d resune the evidentiary portion of the hearing?

CHAI RMAN:  That depends upon what it says. | nean, |'m not
going to -- the Board has no intention of cutting off the
parties.

If for instance what comes in in the legislation is
dramatically different fromwhat NB Power has antici pated

it will be and we have tal ked about here, we may wel |l say

MR. NETTLETON: That is ny concern.

CHAI RMAN:  -- you know, offer up a witness, if you wouldn't
m nd, so that you can now address those dramatic changes,
et cetera.

W want to have the best evidence in front of us that
we can get to deal with facts.

MR. NETTLETON:. Exactly. | just wanted to make sure that
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there was a placeholder in the evidentiary portion of this
hearing if necessary, should the legislation cone in
foll owi ng the panels that have been heard al ready.

And | nean, since the legislation hasn't conme in yet,
and if there is any matter dealing with either policy or
tariff design -- well, for that nmatter, any of the panels
now, that we woul d have an opportunity to have those
panels return to ask any questions arising fromthe
| egi sl ation.

CHAI RVAN:  Well, | won't conmt the Board to sonething. You
know where |I'mcomng fromand what | say personally. But
we just want to have the best evidence that we can in
front of us when we nake that decision.

And we will wait and see what the | egislation says, is
certainly ny approach to it.

MR. NETTLETON: | think everyone wants the best record. And
then, sir, with respect to rebuttal, | just want to be
clear that there would be a tine following the evidentiary
portion, including |egislative changes, there would be a
time for parties to prepare argunent.

And are you ruling now that there would be no witten
submi ssions? O is that --

CHAIRVAN:  No, I'mnot ruling. |I'msaying normally we don't

require that. Quite often counsel will cone and they wll
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have an outline of their argunent that mght be in witing
which they will present orally and file with the Board.
That's fine. \Whatever --

MR. NETTLETON. Very good.

CHAI RMAN:  -- your choice may be. But our experience has
been that it is better to do an oral sunmmation.

MR. NETTLETON. | agree whol eheartedly with that. Now if --
you nentioned rebuttal argunment. Wuld that be rebuttal
argunent of all parties or just the applicant?

CHAI RMAN:  Oh, we are tal king about in the argunent?

MR. NETTLETON: Yes. You indicated that there would be --

CHAI RMAN:  What happens is we go around and everybody makes
t heir argunent.

MR, NETTLETON:  Yes.

CHAI RVAN:  And then we adjourn for a brief tine --

MR, NETTLETON:  Yes.

CHAIRVAN:  -- be it overnight or whatever. And then we cone
back and we say, all right, you have heard what the
applicant -- the applicant will have the |ast go.

MR, NETTLETON:  Yes.

CHAI RMAN: But you have heard what they have said. And if
you want to address sonething that you didn't cover in
your original, then you can do that.

Plus the Board would like you to cover a numnber of
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ot her things that nobody has covered. Wuld you pl ease
address that?

MR. NETTLETON: Ckay.

CHAI RMAN: So everybody gets the opportunity to go around
tw ce.

MR. NETTLETON:. Everyone gets an opportunity to go around
tw ce? Ckay.

CHAl RVAN:  That's correct.

MR. NETTLETON. Thank you.

CHAI RMAN:  Yes. Okay. Al right. W wll adjourn until
9: 30 t onorrow nor ni ng.

( Adj our ned

Certified to be a true transcript of the proceedings of this

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