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CHAI RVAN:  Good norning. Before we start with the

panel, are there any prelimnary matters?

MR MORRI SON:  No, M. Chairnan.

CHAI RMAN: W are back at the start of the roll call again.
Baysi de Power? Yes. Do you have any questions, sir?

MR DIMOU:  No. Just that |I'm here.

CHAI RMAN: Okay. And Canadi an Manufacturers and Exporters?

MR. SMELLIE: M. Nettleton is going to exam ne this norning
both for JDI and CME in the JD slot.

CHAI RMAN:. Great. Okay. Thank you. City of Summerside?
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Well, M. Zed, we are back to you, sir.
MR. ZED: Thank you. All set?
CHAl RVAN:  Yes. Go ahead, M. Zed.

CROSS EXAM NATI ON BY MR ZED

Q - Looking at exhibit A-3, M. Scott, your direct evidence
in particular page 6, | think it is Question 11, lines 22
to 26. Do you have that in front of you, sir?

MR. SCOIT: Yes, | do.

Q - And I'mreading that -- it says "Real power transm ssion
| osses will now be charged on a system average basis."
And that is | understand distinct fromthe present system
wher eby point-to-point | osses are charged actual |osses,
is that correct?

MR. SCOIT: No, that is not quite correct.

Q - Well, maybe you could explain to ne how they are charged
present|y?

MR. SCOIT: Presently the transm ssion | osses are charged on
a path basis. The approach that is used is that there is
an estimate of the usage that is done on a nonth-by-nonth
basi s and of what those -- what the usage of the
transm ssi on system woul d be for point-to-point service.

And then based on that we do a cal cul ation of the
| osses. These losses | mght add are done on an

increnental basis. And the reason that we did that was
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because of the nature of the tariff that we inplenented in
1998.

This tariff was -- as has already been said, was to
nmeet the requirenents of interprovincial trade. And one
of the principles that we wanted to acconplish as a result
of that was to ensure that there was no harmto in-
provi nce custoners who at that tinme did not have the
opti on.

So we charged | osses for both exports and wheeling
transactions on an increnental basis. And we tried to
come up with an estimate on a nonth-by-nmonth basis as to
what those | osses woul d be.

Q - So you charged -- I'ma little bit confused. You charged
the | osses on a path-by-path basis?

A. That is correct.

Q - And maybe | m sunderstood the testinony of the pane
yesterday. Wien M. Bel cher was cross exam ning them]
believe M. Snowdon responded that netering on point-to-
poi nt service was far superior to that that would be
of fered on network service and as a result |osses could be
identified nmuch nore readily frompoint to point?

MR. SNOADON: That's correct.
Q - So you say -- let's just go back to lines 22 through 26

And | think the second sentence in that paragraph says
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"The nunber of transactions was limted."

| take it you are tal king about now. "And it was
feasi ble and practical to consider |osses on a point-to-
poi nt basis."

After April 1st -- nowthis presumably is testinony
that relates to March 31st 2003 and backward, in other
words now, right?

MR SCOTT: Yes, it does.
Q - Okay. Now how many nore paths will there be through this
provi nce on April 1st?
MR. SCOIT: The nunber of paths through the province wll
probably not change. However there --
Q - I'msorry. What was that? The through and out will not
change?
MR. SCOIT: The nunber of paths through the province would
not change.
Q - And the nunber of paths out of the province?

MR. SCOIT: And the nunber of paths out of the province

woul d not change. However there will be a | ot nore
custoners that will have the opportunity to have servi ce.
Q - To have the opportunity to have service?

MR, SCOIT: Yes.
Q - And so are you saying then that there will be such an

increase in the nunber of custonmers on April 1st or
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sonetime in the near future that the cal cul ati ons you
presently do will not be able to be done?
MR. SCOTT: No, |I"'mnot saying that at all

Q - So after April 1st and for the foreseeable future, the
current nmethod of assessing these |osses for through and
out service is still practically available as a nmethod of
char gi ng custoners?

MR. SCOIT: There --

Q - I'mnot tal king about froma policy perspective, M.
Scott. I'mtal king about froma purely mechanical -- as a
purely nechani cal exercise, are you saying to this Board
that it is inpossible or nearly so to continue doing the
type of cal cul ation you are doi ng?

MR. SCOIT: It is not inpossible to do the calculation
However --

Q - Thank you.

MR. SCOIT: =-- in putting forward a tariff we do need to
have a nondiscrimnatory treatnment of all custoners.

Q - And nondiscrimnatory. So what you are saying is you
want to treat network custoners the sanme as through and
out custoners?

MR. SCOTT: Feel that we should treat all custoners the
sane.

Q - And the bandw dth on energy i nbal ances, how does that
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relate to your nondi scrimnation?

Are you offering the same bandwi dth to network for
energy inbal ance to network customers as you are to point-
t 0- poi nt cust onmers?

The answer is no, isn't it?

MR SCOTT: No.

Q - So you are treating these two classes -- and | use the
termcl asses of custoners differently. And I'm not going
to debate the reasons for doing so on the bandw dth. You
have given your testinmony. And that is up to the Board to
deci de whether or not that is appropriate.

But | woul d suggest to you that you are treating two
cl asses differently because they are different classes.
And there is nothing discrimnatory about treating
different classes differently if the econom cs dictate.

Do you have any argunent with that? | nean, otherw se
how can you justify the differences in bandwi dth? Isn't
the issue really that you nust treat customers within a
cl ass the sanme?

MR. SCOTT: |1'mnot sure how we would treat the different
cl asses the sane or treat different classes differently
and offer -- be able to offer network service to custoners
outside the province. Are you suggesting -- well, | guess



- 384 - Cross by M. Zed -

Q - well, let nmet put it to you differently, sir. Wat you
are doing, and | understand your testinony to be, is that
for through and out service there is essentially not a big
difference in your ability to calculate |osses in the
manner you presently calculate them

There is not going to be a big difference after Apri
1st. You will still have that ability. But because you
will be offering -- you will in addition be offering
net wor k servi ce.

And | understand that there are sonme practica
difficulties with doing cal culations for network servi ce,
because of the different nature of it, the different
recei pt points and a whole host of factors, is that
correct?

MR. SCOIT: There are certainly differences in the
nmet hodol ogi es for cal cul ating | osses.

Q - Yes. But | guess, just to cone back to ny point, is
there is no operational reason for you to change from your
current assessnent of |osses on through and out service,
ot her than the policy reason that you appear to wish to
subsi di ze network service?

MR SNOADON: It is not a policy -- it is not a policy
deci sion that we have chosen to treat or give favor to

network custonmers. W have chosen to have a policy
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decision to treat all loss calcul ations on the same basis.

Q - But you do recognize that there are two separate cl asses
of custoners that you are lunping into that cal cul ati on?
Net wor k custoners --

MR. SNOADON: We prefer to call themtypes of custoners as
opposed to cl ass of custoners.

Q - Wll, there are different parts in the tariff dealing
with each. So let's not argue over whether they are types
or cl asses.

There are different groupings of customers wth
different needs for whom-- for which there will be
di fferent considerations that go into your rates, is that
correct, based on the type of service you offer?
MR. SNOADON: That's correct.

Q - And those different considerations are being blurred by
doing a system average and treating both the sane for
transm ssion | osses”?

MR. SNOADON:  Blurred in what sense?

Q - Wll, you are lunping themall together and just doing a
system average and assessi ng everybody, based on system
average. |Is that not what you are doing, taking an
aver age | 0ss?

MR. SCOTT: Yes. W are taking average losses. And | m ght

add, when we were looking at this particular tariff, we
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did l ook at what the practice is in North Anerica.

And in fact nost utilities were using standard -- or
average losses. And if you do use path | osses then you --
it is advantageous to certain paths and not to others.

Q - But isn't really the issue, if you do actual cal cul ations
on paths, then the loss falls where it should, in other
words with the conpany that is causing the | oss?

And the conpany that is operating nore efficiently
gets the benefit of operating nore efficiently?

| think that is obvious, isn't it?

MR. SCOIT: That would be -- that certainly would be true in
an ideal situation. But you also have to renenber that
t he exi sting nmethodology is using an estinmate of what the
usage of the transm ssion systemwould be in the com ng
nont h.

If the through service is quite different than that
then the losses will not in fact be a true representation
of the -- of what the actual | osses are any noreso than
t he average | osses woul d be over the run of a year.

Q - So you are saying the present systemis no nore accurate
t han an average | oss --

MR SCOTT: | --
Q - -- for through and out custoners?

MR. SCOIT: | would say the present systemis our best
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estimate of | osses under today's conditions.

Q - And you wi Il acknow edge that by using a system average,
some point-to-point custoners will suffer in that they
will have to pay a hi gher charge?

MR. SCOTT: Wuld you repeat that please?
Q - Under your proposal, through -- sone parties who use
t hrough and out service will end up paying a higher charge
than they do now because of the nature of the charge,
bei ng a system aver age?
MR. SCOIT: Sone custoners would have a higher |oss factor
for sone paths. | would suggest though that any custoner
-- and if you are | ooking at Nova Scotia Power, Emera,
sonme of the paths from Nova Scotia are |less than the
average | osses, sonme of them are not.
MR. SNOADON: | would just like to add one point.
Q - wll, look --

MR. SNOADON: And that relates to your comment on that we

are penalizing -- if | could paraphrase your statenent --
Q - Yes.
MR. SNOADON: -- stating that you are penalizing custoners

for their efficiency. The |osses are based on where they
are located on the system It has no bearing on their
efficiency in terms of our operation.

Q - ay.
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MR. SNOADON: Coul d you clarify your point there perhaps?

Q - The only real point is this, that you presently have a
systemin place. You are seeking to change the nethod of
assessing | osses on through and out service. And there
does not appear to be an operational reason for doing so.

Is that a true statement?
MR. SNOADON: The operational reason is for consistency for
all custoners.

Q - So it is just this discrim -- idea of no discrimnation.
That is the only reason? [|'mnot --

MR. SNOADON: | don't --

Q - I'mnot taking that lightly. But | just want to -- |
just really want to ascertain whether or not that is the
only reason?

MR. SNOADON: The reason is to treat all custonmers the same
internms of their |osses.

Q - Thank you. Could | ask you to turn to exhibit A-5. |
believe it is tab 8. It is the market design committee
report, page 28.

| f you | ook at recommendati on 3-327?
MR. SNOADON: Sorry. That is not tab 5.
Q - A5 | believe it is tab 8.

MR. SNOADON: Sorry. W had tab 5.

Q - Page 28. Do you agree with that recommendation?
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MR. SNOADON:  Yes, | do.
Q - "The systemoperator”, it says, "shall have the authority
to invoke any reciprocity provisions."
Is there currently an independent system operator?
There isn't?

MR. SNOADON: There is an i ndependent system operator in the
sense that we are operating under a standard of conduct
and are functionally bundled in that sense.

Q - Wat is your intention with respect to adopting a truly
i ndependent system operator?
MR. SNOADON: | was |istening, M. Zed.
Q - That's okay.

MR. SNOADON: Coul d you ask the question again please?

Q - Wll, what are NB Power's plans with respect to the
recommendat i ons regardi ng an i ndependent system operator?
Have you finalized those plans?

MR. SNOADON: No. Those plans have not been finalized.
Certainly the reconmendati ons com ng out of the market
design commttee are to do such. And those decisions have
not been finalized as to the exact structure.

Q - So there has been a decision taken to inplenment sone type
of independent system operator, that type of operation?

MR. SNOADON: That is a reconmendation fromthe market

desi gn.
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Q - Yes. | understand that. But is it -- are you quibbling
-- you are not quibbling with the adoption of an
i ndependent syst em operat or.

It is just the formthat organization or that entity
will take, is that the idea?
MR. SNOADON: That plus the legislation to support that
happeni ng.

Q - Okay. Now in the absence of an independent system
operator, do you object to the Public Utilities Board
maki ng any deci sions that the market design comm ttee has
recommended shoul d be deci si ons made by the i ndependent
syst em operat or ?

MR. SNOADON: It woul d depend on what those decisions were.

Q - Wll, let's say a decision on reciprocity?

MR. SNOADON: Reciprocity is part of the tariff application,
and the Board, this Board is the approver of that tariff.

Q - But to the extent that the tariff may require or may give
the transm ssion conpany the ability to determ ne whet her
or not a party is in a reciprocating jurisdiction, do you
have any difficulty with the Public Utilities Board being
i nvolved in that decision before there is an independent
system operator in place?

MR. SNOADON: It would be our position that the Board woul d

rely on the transm ssion provider or the system operator
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today to nmake that decision

Q - I will ask the question again. Do you have any objection
to the Board making that decision in the absence of there
being a truly independent system operator?

MR SNOADON: | think -- mnmy position on that is the fact
that they are approving the tariff. And part of the
provisions in the tariff is the reciprocity clause, that
they are in fact approving that provision.

Q - And do you have any objection to the Board approving for
exanpl e that clause with the qualification that absent an
i ndependent system operator the Board will exercise the
di scretion under that particular provision?

MR. SNOADON: That woul d be the discretion of the Board.

Q - Thank you. Just talking generally about the FERC tariff,
and this may be going over sone of the testinony that
others elicited in the precedi ng couple of days.

But ny understanding of the FERC tariff is that it is
-- in order to be FERC conpliant, the provisions are not
carved in stone, there is sonme flexibility all owed?

MR. SNOADON: That's correct.

Q - And are you famliar with FERC Orders 888, 889 and 2000
in a general way?

MR. SNOADON: Yes, certainly in general ternmns.

Q - And you are famliar with the fact and you woul d be aware
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of the fact that those orders all allowed for tinme for
conpl i ance?

MR. SNOADON:  Yes, | am aware of that.

Q - And for periods up to a couple of years, is that a
reasonable -- are you aware of that?
MR. SNOADON: | am not aware of that specific tine franeg,
no.
Q - But you are aware that they allowed tine for conpliance?

MR SNOADON:  Yes.

Q - And do you object to allowing other jurisdictions tinme to
conply with the reciprocity provisions?

MR. SNOADON: No, we don't object to that. |In fact, there
was an interrogatory from Nova Scotia on that particul ar
issue. And we answered that that we would entertain a
wai ver on the reciprocity clause provided they -- two
condi tions were net.

And one condition was that they have a defined path
and a tineline that is acceptable to not only NB Power but
the Nova Scotia regulator. And the second provision is
that they put a standard of conduct in place.

MR. ZED: Thank you. Could I just have a -- thank you,
gentlenmen, that's all

CHAIRVAN:. M. GIllis? He stood us up again. J.D. Irving

Ltd.?
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CRGSS EXAM NATI ON BY MR. NETTLETON:

- Thank you, M. Chairman, Panel nenbers. Good norning,

gentlemen. M nane is Gordon Nettleton. | wll be cross
exam ning you this norning.

M. Snowdon, | believe the first area of nmy cross wll
be directed to you as it relates to the code of conduct.
And what | would like to do is start out with hopefully
sonme easy questions. Perhaps not as easy as M. Snellie's

first question --

MR. SNOADON:  Thank you.

-- but we will see. As | understand so far in this
heari ng, New Brunswi ck Power Transmi ssion will remain as
an operating division or business unit of New Brunsw ck

Power Corporation. |Is that right?

MR. SNOADON: Yes, that's under the application before this

Boar d.
And that is also the case then with New Brunsw ck Power

Generation and Distribution, correct?

MR. SNOADON: That is correct.

kay. And the nmerchant function will take place in a
di vi sion outside of the Transm ssi on business unit, is

that true?

MR. SNOADON:  Yes, that is true.

And it is the nmerchant function that will be
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participating in the power market, is that right?

MR SNOADON:  Yes.

Q - And as | understand it, you are intending to inplenent
the applied for code of conduct to address abuses, real or
potential, that m ght occur between divisions, is that
right?

MR. SNOADON:  You woul d have to expand on abuses. The
standard of conduct is to put restrictions on the exchange
of confidential information between the system operator
and the market participants.

Q - Okay. Well let's talk about narket abuses. Wuld you
consi der that the code of conduct that you are proposing
is intended to protect against shall we say inhibiting
conpetition in the whol esal e narket pl ace?

MR. SNOADON: Coul d you repeat that? | was |ooking for the
st andards of conduct.

Q - Sure. |If | can help you first to your question. It is
attachnment L to appendix -- sorry, exhibit A-3.

MR. SNOADON: Thank you. Could you repeat the question now
pl ease?

Q - Sure. Just to go back a step. W were talking about
mar ket abuses. And we were tal king about what narket
abuses m ght this code of conduct be protecting against.

And ny question was woul d one of those nmarket abuses
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be protecting against, if you will, inhibiting conpetition
i n the whol esal e mar ket pl ace?
MR, SNOADON:  Yes.

Q - Thank you. And is another market abuse -- without the
code of conduct in place would anot her market abuse
potentially be discrimnatory practices or preferences
bet ween transm ssi on owners and the operations and their
busi ness units over the use of the transm ssion grid?

MR. SNOADON: | lost you in that question.

Q - Ckay, | will go back. Wuld another potential market
abuse be discrimnation or discrimnatory preferences
bei ng given to the other market parties or the other
di vi sions of New Brunswi ck Power over the use of the
transm ssion grid?

MR. SNOADON: | am having difficulty trying to sort out.
The standards of conduct are there to prevent information
exchanged that would give the other business units within
NB Power sone advantage that others wouldn't have to them
in ternms of information about the transm ssion system
That is what the code of conduct is intended.

| amgetting a little mxed up in your abuse term and

it istorestrict the flow of information, not to mtigate
abuse as such. So |I'msorry about that, but | am having

difficulty with that.
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Q - You indicated to nmy friend M. Zed that you are generally
famliar with FERC Order 888, right?

MR. SNOADON: That's correct.

Q - The term nmarket abuse is one which is found in that
order, albeit it is a very large order, but it is a term
that is found in that order.

MR SNOADON:  Yes, | amfamliar with that.

Q - So the advantage that you just alluded to that m ght be
provi ded to another business unit would be potentially a
di scrimnatory preference, right?

MR. SNOADON: |If that information would be provided by the
transm ssion provider, that would be in violation of the
standards of conduct, yes.

Q - And, sir, without the code of conduct is it generally the
objective that barriers are not created to all ow new
sellers fromentering the market to provide | ower cost
power ?

MR. SNOADON: Yes, | would say that was a fair statenent.
The Order 889 was certainly FERC s approach to deal with
vertically integrated utilities in denonstrating that
there is functional separation between the operating side
of their business and their market participants. And that
is to encourage others to use their systemto pronote

busi ness.
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Q - And M. Snowdon, is it then the benefit that this code of
conduct that you are applying for, is it to benefit or is
it intended to benefit existing and potentially new
custoners of the transm ssion grid?

MR SNOADON: It is intended to denonstrate that there is a
functional separation between the operator of that system
and potential custoners.

Q - And to whose benefit is that for?

MR. SNOADON:  The benefit of all.

Q - Including custoners?

MR. SNOADON:.  Absol utely.

Q - Thank you. | would like to turn now, M. Snowdon, to the
reliance that you are placing upon FERC 889 as the
standard for the code of conduct. That is what your
intent is, right?

MR. SNOADON: That's correct.

Q - Nowto determine the conpatibility with the FERC O der
889, ny understanding frominformation request -- an
i nformation request to the Province of New Brunsw ck, was
that you | ooked at other U S. based electric utilities.

s that right?

MR. SNOADON: That's correct.

Q - Wre any of the U S. electric utilities that you

considered integrated electric utilities owmed by a state
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gover nnent ?

MR. SNOADON: | would have to take that as an undert aki ng.
| can't recall. It has been sone tine since we did that
revi ew.

Q - ay.

MR. SNOADON:. We did that review when we inplenented our
ori ginal standards of conduct in January of 2000.

Q - Could | ask you to take that as an undertaking then
sire?

MR, SNOADON:  Yes.

Q - Thank you. Perhaps part of that undertaking you are
going to -- we will see where this question goes, but
maybe as part of that undertaking you will need to include
this information too.

The question is did you consi der whether these
conpanies had simlar state regulatory regines to the
legislation that is in place in New Brunsw ck today?

MR. SNOADON: The answer to that is no, we did not take that
into consideration.

Q - Thank you. | amjust curious why you did not consider
sonmet hing cl oser to home such as ot her Canadi an
jurisdictions in your inquiry?

MR. SNOADON:  For exanpl e?

Q - Well for exanple, Quebec? Quebec is an interconnecting
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jurisdiction to your grid, is it not?
MR. SNOADON: Yes, it is.

Q - Dd you take into account Quebec in that inquiry?

MR. SNOADON: No, we did not. W were interested in trying
to accept a standard of conduct that was FERC conpliant.
So we used the tenplate of utilities that had provided
their standards of conduct to the regul atory conm ssion.

And when we found the one in Colorado, it seened to
fit the situation that we were dealing with and had the
paranmeters that we were | ooking for and that is why we
accepted and used theirs.

Q - Al right, sir. Now once you went through that review
process, you sought an opinion, as | understand it, about
the conpatibility fromR J. Rudden. |Is that right?

MR. SNOADON: That's correct.

Q - And who is R J. Rudden?

MR. SNOADON: A U. S. Consulting firm

Q - And this is the easy question, | hope. You don't work
for R J. Rudden, do you, M. Snowdon?

MR, SNOADON:  No.

Q - And do you, M. Scott?

MR SCOTT: No, | don't.

Q - Thank you. And it is the report of R J. Rudden and their

opi nion that the standard of conduct is consistent with
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FERC 889, is that right?

MR. SNOADON: | believe that to be correct.

Q - Al right. Have they provided you with an opinion that
the tariff would be approved today by the FERC?

MR. SNOADON: Yes, they did provide us an opinion on that.

Q - Were is that opinion, sir, in your evidence?

MR. SCOIT: | draw your attention to appendi x D, the Rudden
report, of A-3. And on page 16. Under concl usions and
recommendations in the first paragraph, beginning at |ine
18, it states, "lIts pricing proposals are consistent with
prici ng nmet hodol ogi es used and approved in the U S. and in
many respects NB Power's OATT is superior to the FERC pro
forma tariff by way of adding specificity and clarity to
certain ternms that could otherwi se be interpreted as
anbi guous or open to nultiple interpretations.”

| guess the only thing I would add to that is that to
know whether or not it is totally FERC conpliant, we would
actually have to file it with FERC and get their approval.
So we have a consultant's assessnment that the
consultant feels that it is superior in many ways to the
FERC Order 888 tariff.
Q - M. Scott, thank you for that reference to page 16. And
let's stay there for a second. You can see fromthe

par agr aph above the one that you have just referenced the
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| ast sentence reads, that as such Rudden asserts that NB
Power's standard of conduct satisfy, and he uses the term
the spirit and intent of FERC Order 889.
Do you see that?
MR SCOIT: Yes.

Q - And as part of your reliance upon this report, is it this
comment -- or sorry, this assertion that the spirit and
intent of 889 is satisfied?

MR SCOIT: Yes.

Q - Thank you. But that is not an opinion, is it, that this
tariff, and in particular the standard of conduct, is in
t he opinion of R J. Rudden one which conplies with FERC
Order 889, is it?

MR. SNOADON: It doesn't specifically say that, no.

Q - Thank you. Now M. Snowdon, have you consulted with or
sought the advice of anyone else with respect to whether
t he standard of conduct is FERC 889 conpliant?

MR SNOADON: Ot her than R J. Rudden, no, we have not.

Q - Thank you. You haven't, for exanple, contacted FERC
staff?

MR. SCOIT: It has never really been our intent to file the
tariff or the standards of conduct w th FERC
Qur intention was to have a tariff and standards of

conduct that nmet industry standards and we saw t hat FERC
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Orders 888 and 889 were the industry standards. W did
use a consultant that is in the industry and well known in
the industry to give us sone advice as to where our tariff
woul d neet those standards.
But in essence we are bringing this tariff and the
standards of conduct to this Board for their approval.

Q - So you have no reason to, at this tinme, believe that the
FERC woul d turn down this tariff based on the manner in
whi ch the standard of conduct is intended to apply to New
Brunsw ck Power ?

MR. SCOIT: W are not aware of any.

Q - Al right. M. Snowdon, are you aware of whether the
FERC has recently rai sed concerns with respect to the
ongoi ng appropri ateness of codes of conduct approved under
FERC 8897?

MR. SNOADON: No, | amnot specifically aware of that.

Q - Wll let's take a |l ook at a docunent. | amgoing to ask
my friend, M. Snellie, to pass out a current -- a very
recent notice of proposed rule nmaking i ssued by the FERC
on July 31st 2002.

MR. NETTLETON. M. Chairman, since | amgoing to be
referring to this docunent extensively, | amwondering if
we m ght have it marked as an exhibit?

CHAI RVAN:  Any obj ections?
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MR. MORRI SON:  No, no objections, M. Chairman. But since
he is going to be asking questions quite extensively on
it, I would ask that the wi tnesses have an opportunity to
read it in some detail.

CHAI RVAN:  What | think | will dois that I will mark it and
then we will take our 15 mnute recess and that will give
t he panel an opportunity to |ook at it.

My notes indicate this should be JD -4.

MR. NETTLETON:. JDI-4, thank you, M. Chairnman.

M. Chairman, just to be clear, what | have provided
you with, in light of the size of the docunent, is an
excerpt fromthe NOPR. And the excerpt that | have
provi ded you with are the areas which I intend to discuss
with these w tnesses.

CHAI RMAN:  Okay. Thank you. M. Hashey?

MR HASHEY: M. Chairman, | would like to make a note here.

| don't think any of us have seen this obviously before,
but | think there is an indication that there is an 800
page docunent. | think it all should be filed. | don't
t hi nk sonebody should be filing sonething out of context
as it my well be.

If we are going to deal with a docunent that we have
had no notice of, no expert witness indicating they are

going to comment on it, | think we should have the whol e
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docunent .

CHAIRVAN: | think that is fair, M. Hashey. Wen | saw
sonmething froma notice of proposed rule making fromthe
FERC | knew it couldn't possibly be that short.

But is it possible, M. Nettleton, that you could nake
at | east one copy of that 800 page docunent avail abl e?

MR NETTLETON: | can in tinme, M. Chairman. Wat | am
wondering if it makes sense so that the regul atory process
m ght be -- remain expedient, is if we could ask -- if |
could continue ny cross exanm nation with the panel on this
topi c area.

| think you will see that with the questions that
have | amgoing to be essentially just asking the
wi tnesses for their views or comments on what the FERC has
said on these particular topics and provide themw th the
opportunity to comrent on that.

If you think at the end of ny cross exam nation on
this area there is need for the full 800 page docunent to
be filed on the record, I would be happy to do that.

CHAIRVAN: Al right. | will take the break and give NB
Power the 15 minutes to | ook at the docunent before they
coment on that. So we will rise for 15 m nutes.

(Recess)

CHAI RVAN:  Before we broke | indicated that you could
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respond, M. Hashey?

MR. HASHEY: Thank you, M. Chairman. The docunent that has
been produced, as ny friend M. Snellie has pointed out to
me, was referenced, and it mght be worth review ng the
Emera I R-32, an answer that referenced this, that stated
that it was premature to react to changes that are not
known at the time that the -- there is going to be a
process. M understanding is there is a review and there
is an appeal process on a docunent.

| --ny inedi ate reaction, of course, and still is,
that a docunent that is provided to the Board that has
page 1, page 21, page 22, page 33, page 62 and 63 is a bit
inconplete and a bit unfair to a witness. This was not
included in the evidence before and | don't take great
objection to that.

What | woul d suggest is that the appropriate way to
handl e this would be to allow the panel the opportunity to
reviewit in conplete, not to cause M. Snellie to file
one.

It seems to ne that we are well ahead of tinme on our
heari ng schedule and that it -- we would have no probl em
with recalling this panel say next Tuesday to answer that.

As | would see it we are close to finishing today or

tomorrow on this panel at any event, the way that it seens
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to be shaping up with cross exam nation
That it -- and give people an opportunity to properly

refer to this docunent and be able to respond to it, as it
is a FERC docunent and it may have some rel evance and it
may have sone inportance to the Board. And I think we
shoul d be able to deal with the conplete docunent. |If
necessary we would file it.

CHAI RMAN:  You have a copy of the docunent, M. Hashey?

MR HASHEY: Not with us but in NB Power's offices in
Fredericton, it is there.

CHAI RVAN:  But NB Power has, yes.

MR. HASHEY: And it is under review. M understanding is
that this is a docunent that the Canadian utility industry
i s maki ng comrents upon and suggestions, so that it's
really a discussion paper nore than a final paper is ny
understanding of it. But I wll bring evidence on that.

CHAI RVAN: M. Nettl eton?

MR. SMELLIE: M. Chairman, if | may?

CHAI RVAN:  Yes.

MR. SMELLIE: | hear what ny friend says. And let ne just
of fer these coments.

The assertion is nmade by the applicant that its tariff

is FERC conpatible. Indeed that is at the core of that

aspect of its case. The applicant offers in support of
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that proposition the report of R J. Rudden, dated the 15th
of June of this year, authored by M. Garwood.

M. Nettleton properly asked the witnesses in
reference to that report whether New Brunsw ck Power had
obt ai ned any other reports. Any other reports would
i nclude a suppl enentary report fromR J. Rudden. And the
answer was there are none.

If M. Garwood were here so that we could test the
assertions upon which the applicant relies, we would have
gl adly have done so.

Thi s docunent, exhibit JDI-4 has been in the public
real msince the 31st of July of this year. This docunent
is as ny friend noted referred to in the evidence of the
applicant, that is to say at |least in response to
i nformati on request 32 of Enera Energy. At least inits
response to NSPI's supplenentary interrogatory nunber 1
It may be referred to el sewhere

In my respectful subm ssion, it was quite proper for
M. Nettleton to have brought this docunment to the
attention of the witnesses. It is quite proper for M.
Nettleton to ask them questions about aspects of these
excerpts fromadmttedly a nuch | arger docunent. And as |
understand the process, nmy friend M. Hashey at sone point

has the opportunity to adduce rebuttal evidence if he



- 408 - Cross by M. Nettleton -
Wi shes.

So in ny respectful subm ssion, the Board ought to
permt M. Nettleton to proceed with his questions. |If
M. Hashey has a particular objection to any of those
guestions in cross exam nation, he can say so.

There is no debate about the rel evance of the
docunent, if only because the applicants refer to it in
its evidence.

And so for all of those reasons -- and if in fact ny
friend wi shes to have the witness panel come back in
rebuttal and rebut sonme aspect of it, so be it.

So in all of the circunstances, M. Chairmn, we
t hought we were follow ng conmon practice. |f we haven't,
we apol ogi ze, but neverthel ess the |ine of cross
exam nation, in nmy view, is proper and shoul d proceed.

CHAI RVAN: Okay. The Board will take two m nutes.
(Recess)

CHAI RMAN:  The Board concurs with the proposal that
M. Hashey has nade. It does appear that we are going to
have sone tinme between the conclusion of this panel and
the Emera panel. And so that will give the panel the
opportunity to read the 800-page report.

And then, M. Nettleton, you can do your cross

exam nation on this line at that tine. And before we rise
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today or tonorrow, whenever we are concluded, we wl|
figure out when it is this panel will come back for that.

M. Nettleton?

MR. NETTLETON:. Thank you, M. Chairman. M line of cross
exam nation then may be quite significantly shorter for
t hat purpose, M. Chairnan.

Q - M. Snowdon, in panel Al believe you infornmed this Board
that the code of conduct that is in place today was one
devel oped in response to concerns by Hydro Quebec, is that
correct?

MR. SNOADON: They raised the issue of the need for
functi onal separation between the system operator and the
mar ket participants. And inherent with that was the
st andards of conduct.

And that is consistent with what you told us in your
response to the Board's -- the Public Uilities Board' s IR
number 2, | believe?

MR. SNOADON: That's correct.

Q - Okay. Now subsequent to that tinme, M. Snowdon, are you
awar e whet her New Brunsw ck Power intervened and
participated in a recent Hydro Quebec proceedi ng before
the Regie where rates and tariff issues, including codes
of conduct, were considered?

MR. SNOWDON: |'"'maware that we intervened. | "' mnot aware
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of the actual issues. | didn't participate in it nyself.
| have no detail ed knowl edge of what the argunents were.

- Have you had a chance to read that decision or at |east
t he English summary of that decision?

MR. SNOADON: Unfortunately | haven't. | have been
preparing for this hearing.

MR. NETTLETON. Well, perhaps, M. Chairman, since | was
about to ask this wi tness about that decision as well, in
preparation for his cross exam nation next week, maybe |
could ask himto al so have a chance to read that decision.
And | will not pursue this line of questioning in respect
to that decision.

CHAI RVAN: M. Hashey?

MR. HASHEY: M. Chairman, if it would help M. Nettleton,
and it is at his discretion, there is a witness here that
was i nvolved in Quebec, nanely M. Marshall, who was the
witness that testified there and is famliar with that.

And if you would Iike M. Marshall to join the panel
for that line of questioning, | would have no problem He
woul d have nore firsthand know edge than ot herw se.

CHAI RVAN: M. Nettl eton?

MR. NETTLETON:. That would be very hel pful. Thank you,

M . Hashey.

CHAI RMAN: M. Marshall, you are still under oath from
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yesterday. You are going to need a chair. This is three
panel s.
(M. Marshall retakes w tness stand)

Q - M. Marshall, ny questions really are | hope quite
si npl e.

In the Regie's proceeding have you had a chance to --
you testified on behalf of New Brunsw ck Power in that
proceeding, is that correct?

MR. MARSHALL: Yes, | did.

Q - Okay. And have you had a chance to read the decision?
MR MARSHALL: Yes, | have read the decision, reviewed it
in French, and have gone through the English sumrary.
Certainly I went through

| can't say | read every word of the decision. | have
read nost of the decision and all of the areas related to
the points that we intervened on.

Q - Are you aware that the Regie has required Hydro Quebec as
part of its code of conduct to provide descriptions of the
nature of the transactions and business rel ati ons between
Hydro Quebec and affiliates as part of -- again as part of
t he code of conduct?

MR MARSHALL: |'maware that there were sone
recommendati ons or some points in that order related to

the code of conduct. W did not specifically intervene in
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that particul ar area.

But Ontario Power GCeneration and Pacific Gas and
Electric, National Energy Goup did. And we basically
pi ggybacked. So they took sone areas and we took ot hers.

So there were issues related to code of conduct. And
we agreed that there should be proper function and code of
conduct in Quebec.

Q - Does your proposed code of conduct, M. Snowdon, include
a requirement to provide descriptions of the nature of the
transacti ons and busi ness rel ati onshi ps and busi ness
rel ations as between New Brunsw ck Power Transm ssion and
the other affiliates of New Brunsw ck Power Corporation?

MR. SNOADON:  No, it does not.

Q - Thank you. And M. Marshall, as part of the Hydro Quebec
decision, are you aware of the Regie's requirenent that
Hydro Quebec nust include as part of its code of conduct a
description of its transfer pricing policy?

MR. MARSHALL: 1'mnot specifically aware of the details.
do know that there were issues raised by the Regie rel ated
to pay benefits, performance pay benefits that crossed
I ines and wanted everything clearly, independently
accounted for between the operating business units of
Hydro Quebec.

Q - M. Snowdon, does your code of conduct include a
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requi renent to set out the transfer pricing policies as
bet ween New Brunsw ck Power Transmi ssion and its other

affiliated units?

MR. SNOWDON: No, it does not.

Thank you. M. Marshall, in the Hydro Quebec deci sion
are you aware whether the Regie has required Hydro Quebec
to conduct conpliance audits in respect of its code of

conduct ?

MR. MARSHALL: |'"'maware that in the decision there are

procedures to be foll owed where the Regi e again can
enforce and nonitor that the code of conduct is being
followed. And that is no different than what we woul d
expect here.

Qur application before this board is for acceptance of
the tariff including the code of conduct. The Board has
the power to regulate the tariff.

And if the Board deens it necessary to put in audits
or procedures as the Regie did in Quebec, we are fully
respectful of the Board and what is required in order to
i npl enent the tariff as applied.

M . Snowdon, does your code of conduct include a
requirenent that third party conpliance audits are

conducted in respect of the code of conduct?

MR. SNOADON: No, it does not specifically say that.
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Q - Thank you.
MR. SNOADON: It does not preclude, as M. Marshall said,
the Board requesting that those audits be done.
Q - But you are not applying for that right now, correct?
MR. MARSHALL: At this time | mght explain for the Board

the timng of the process. The Hydro Quebec deci sion cane

out --
Q - M. Marshall, | asked --
MR. MARSHALL: -- on the 30th of April. And this

application cane in in July.

So the question of timng to readjust all of our codes
and all of our preparation to take account of all of the
decisions that transpire in that short period of tinme.

But it is certainly within the prerogatory of the
Board to require that we do that should they deemit
necessary.

Q - Do you renenber ny question, M. Marshall?

MR. MARSHALL: No. Could you repeat it?

Q - Have you applied for a code of conduct that includes a
requirenent that third party conpliance audits are
conducted by New Brunsw ck Transm ssion?

MR. MARSHALL: It is not in the application as filed.
Q - Thank you. Now M. Snowdon or M. Marshall, are there

ot her proposed nechani sns that are intended or are
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contenpl at ed outside of the paraneters of this application
that are intended to deal with market abuse, such as the
mar ket advi sory conmttee?

MR. MARSHALL: As we stated yesterday, this application is
an application of NB Power Corporation, currently an
integrated utility, for a tariff. And that tariff neets
all of the requirements of Order 888 and 889.

And it is the jurisdiction of this Board to determ ne
the inplenentation of that tariff, whether additional
measures are required, as were done in Hydro Quebec. It
is a very simlar process.

Hydro Quebec is an integrated utility, one corporate
entity, Hydro Quebec Corporation, with separate business
units.

The issue of the nonitoring is one of a policy issue
of market design commttee that have been recomendati ons
of market design to the governnent.

And the governnent is acting upon that to determ ne
whether or not it will change the legislation in order to
i npl enent a nonitoring function either through the
i ndependent system operator or give additional power to
t he Board.

Currently we are here for this hearing under the

Public Utilities Act, as the Board is enpowered today, to
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hear a tariff of an integrated utility.

Q - This is a sinple question, M. Marshall. | don't think
it is going to require nmuch in terns of an answer, perhaps
yes or no.

But to date there has not yet been finalization of
what or how the market oversight objective will |ook |ike
in New Brunswi ck, right?

MR MARSHALL: That's correct.

Q - Thank you.

MR. MARSHALL: And it's irrelevant to this hearing.

Q - Thank you. Now I'mreally struggling in asking this
guestion, M. Marshall, because |I thought it was properly
directed towards M. Snowdon.

But | will ask it to the panel. Until there is
finalization, how do you expect this Board to be able to
determne if the proposed standard of conduct satisfies
all market abuse concerns?

MR MARSHALL: | think the Board will hear the evidence
before it in this hearing as you have -- your client has
present ed evi dence.

The Board, on that basis of the evidence, wll make a
decision on the tariff docunents as filed and will then
make a ruling simlar to the Regie rule in Quebec whet her

or not it deenms under its powers it is necessary to put in
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addi tional nonitoring requirements to address those
abuses.

Q - You are expecting this Board then, M. Marshall, to take
into account |egislation that has not yet been procl ai ned
or even seen in bill formto determ ne whether or not this
standard of conduct, conmbined with that fictional, at this
stage, legislation, is satisfactory to neet the citizens
of this province in respect of electric transm ssion
i ssues, is that right?

MR. MARSHALL: No, that's not correct at all. Wat |I'm
saying is this application is legal, is required under the
Public Utilities Act. This Board is enpowered to hear it.

We have nmade that application.

And the Board has all the power and jurisdiction to
accept the tariff or to order changes in the tariff that
it deens necessary to protect the public interest.

Q - Howcan it to do that though, M. Mrshall, wthout
havi ng consi dered the | egislation?

MR. MARSHALL: Well, how could the Regie do it in Quebec,
given that there was no i ndependent narket operator?

There is no restructuring of Hydro Quebec. It was an
integrated utility with a tariff application.

And the Regie was enpowered to regulate the tariff.

How did they cone up with all of their recommendati ons and
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changes to the tariff in their order?
| expect this Board is as intelligent, as capable and
as well-informed as the Regie, and that they will be
capable of dealing with this case as presented to them
Q - And what was the date of the Regie' s decision, M.
Mar shal | ?
MR. MARSHALL: | believe it was April the 30th.
Q - Do you have a copy of the NOPR docunent that is
circul ated?
MR, MARSHALL: JDl -4?
Q - Yes.
MR, MARSHALL: Yes.
Q - Can you see the date that is stated on that, M.
Mar shal | ?
MR. MARSHALL: July 31st 2002.
Q - Thank you.

MR. MARSHALL: And this application, the filing of evidence
here, was made July 24th | believe, prior to this
docunent .

Q - Thank you.

MR. NETTLETON:. M. Chairman, that is all | have in respect
of Quebec natters and | need not have M. Marshall for the
remai nder of this cross. | do appreciate M. Marshall

bei ng here. Thank you.
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CHAI RVAN:  Thank you, M. Marshall.

MR. NETTLETON. M. Scott, are you still around here?

MR SCOTT: I'mstill here.
MR. NETTLETON:. Fantastic. | wll get go you but not quite
yet.
Q - M. Snowdon, the next area that | amgoing to be asking a

few questions on is in respect of attachment L, appendi x
A-3 to the -- sorry, exhibit A-3. And it's under the
tariff tab attachnent L.

What | would like to do is just walk you through this
docunent, and as we go through it page by page ask you a
few questions if | could.

M. Snowdon, ny first area of questions relates to
page 329 at |line 20 under the heading, transmn ssion
operations and reliability functions. Have you got it
there, M. Snowdon?

MR, SNOADON:  Yes.

Q - Now as | understand the description that's provided
there, in particular the phrase that reads "Reliably
accept energy fromgenerators within New Brunsw ck and
from merchant providers at their respective receipt
points, and to reliably deliver such energy for
consunption by native |oad custoners and for schedul ed

external merchant obligations at the respected delivery
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points."
That's all in relation to the function that's
described later in the next sentence. |Is that right?

MR. SNOADON: Yes, that's correct.

Q - And that function is described in nunber 1, optim zing
di spat chabl e energy supplies in order to bal ance al
resour ces.

And the second one reads, "On a nondiscrimnatory
basi s maxim ze transm ssion revenues for hourly
transm ssi on use by processing requests of all merchant
providers." Right?

MR. SNOADON: That's correct.

Q - Is there sone -- is there sonmething | should take or
should I read anything into the fact that you have
included in point 2 express reference to nondi scrim natory
basi s and yet you have excluded that |anguage fromthe
first point?

MR SNOADON: | don't -- | don't think you should be reading
anything into that.

Q - So you could include if you wanted to nondi scri m natory
basis in front of nunber 1, could you? You could live
with that?

MR. SNOADON: Yes, | agree with that.

Q - Thank you. M next comment, M. -- or nmy next question
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M. Snowdon, is on page 331. These are relatively easy
guestions, sir, so they won't take long, | hope.
MR. SNOADON: | appreciate it.

Q - On page 331, sir, under the heading, information
di scl osure --

MR. SNOADON: Ri ght.

Q - -- youwill see in both points A and B the reference that
reliability functions may not disclose to enpl oyees of the
transm ssion provider, and also further down, reliability
functions nmay not share any market information.

Do you see that?
MR. SNOADON:  Yes, | do.

Q - Should I take anything or read anything into the fact

that you have used the word may as opposed to shall?
MR, SNOADON:  No.

Q - You are not intending to use any type of discretion to
all ow sone information at your discretion to pass between
t hose functions, are you?

MR. SNOADON: Coul d you repeat that?

Q - Sure. The problemI'mhaving is that may inplies sone
formof discretion. |'mjust wanting to nake sure that
you aren't intending to exercise any discretion?

MR. SNOADON: That's correct.

Q - Thank you.
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MR. SNOADON: That's correct. | should -- | have attended
enough NERC neetings that | should know that nust or
should or may is not the correct word there.

Q - | sure hope we are not going down that road. But you
woul d be glad to know that we are al nost at the end here.

On page 332, item4 (c), I"'mcurious with respect to
t he | anguage that you have used to descri be what you are
prohi biting the transm ssion provider from doing.

In respect of the clause, it suggests that you are not
gi ving any preference over the interests of any other
whol esal e or | arge industrial custoner.

Am | reading that right?

MR, SNOADON:  Yes.

Q - Is it your intention that the procurenment of things other
than -- let nme restate it.

What if the interest is not specifically a custoner,
whol esal e or | arge industrial custoner, for exanple a
gener at or ?

MR. SNOADON: A generator providing export or --

Q - Let's say redispatch energy?

MR. SNOADON: To serve a bilateral contract? O what -- in
what cont ext ?

Q - 1 guess it would be in the context say of constraint

managenent, that there is sonme formof requirenent for
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redi spat ch energy.

Are you saying here that the only restriction is that
you woul d not give preferences to the sale or resale of
redi spatch energy to your affiliates over the interests of
an industrial or whol esal e custoner?

Maybe to put it another way, is redispatch energy
al ways going to be provided by whol esal e or industrial
cust oners?

MR. SNOADON: Redi spatch is provided by generators.

Q - Okay. So why doesn't this provision speak to that type
of custoner?

MR SNOADON: |I'mjust trying to get famliar with the
context in which this is witten. It's really to dea
with supply to the load side and it doesn't really dea
specifically with the generator side.

Q - Well maybe then to put this into context, this provision
woul d apply to say a third party marketer, would it not?
That's on the | oad side, right?

MR, SNOADON:  Yes.

Q - And I'mjust curious why this provision seens to be
limted to whol esale or large industrial customers? 1Isn't
it any custoner?

MR. SNOADON: | guess any custoner would fall into one of

those two categories, either whol esale or |arge



- 424 - Cross by M. Nettleton -
i ndustrial .

Q - Soif the intent is for it to apply to any custoner, the

| anguage coul d be adjusted accordingly, could it?
MR. SNOADON: Are you suggesting sone wordi ng?

Q - I'mjust -- no, | put that to you in formof a question
of are you -- could you anend this |anguage so that it
would reflect all custoners? You wouldn't have a concern
with that, would you?

MR. SNOADON: No, because really all custoners are included
in this wholesale or large industrial custoner sectors.

Q - Thank you. Let's nove on to page 333. The paragraphs
that I'minterested in you |l ooking at is the one which --
it starts at line 13. Mne is nmarked (a).

MR. SNOADON:  Ckay.

Q - And then the next one is at line 26, and that's nmarked

(c). Do you see those?
MR, SNOADON:  Yes.

Q - In both of those paragraphs you will see on |ine 14 that

there is reference to regulator audit?
MR, SNOADON:  Mhmm

Q - And then further down on line 28 it indicates regul ator
inspection. Nowis it ny understanding that line 13 is
dealing with specifically audits of a | og?

MR. SNOADON: Yes, that's correct. It would be a | og.
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Q - Can you describe for nme what that |og, what that docunent
i s?

MR. SNOADON: The intent of that clause is to deal with
i ssues where the system operator during emergency
situations would exercise his rights to the transm ssion
systemto secure energency supply.

And that log would describe in detail what the
circunstances were that he used that discretion to secure
t hose energency suppli es.

Q - Al right. And now down to (c). The requirenent is that
separate books of account records woul d be maintai ned by
the transm ssion provider, right?

MR. SNOADON: That's correct.

Q - And those books and records, would they be follow ng a
form a standard form of accounts? Wuld they foll ow sone
formof industry standard?

MR. SNOADON: These books or records are related to the
application of the standards of conduct not as the total
books and accounts of the transm ssion provider.

Q - Onh, okay. So what books and accounts are you
specifically referring to then, sir?

MR. SNOADON:  The books woul d be how the -- the reservations
on the transm ssion system the costing associated with

t hose reservations. The long-termfirm The short-term
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firm Any transactions that go on the transm ssion system
where those revenues are comng from
There is a whole host of records that woul d be kept

relative to the operation of -- under this tariff that
woul d apply there, and they woul d be subject to these
standards of conduct.
- I'"'msorry, | thought you indicated that the books and
records were specific to things associated with this
standard of conduct, not things related to the application

as a whole. Am 1| wong?

MR. SNOADON: | guess what | was saying is that it is not

the total transm ssion provider or the total Transco
organi zation's books that would be related to the -- well,
no. Let ne rephrase that. | guess the tariff does cover

all of those costs, so | stand corrected on that.

- Woul d one of those books of account or records be the

schedul i ng of nai ntenance?

MR, SNOADON:  Yes.

- Now further on at line 28 you indicate that those books

and records will only be nade available for regulatory --
or regul ator inspection.
s it your position, M. Snowdon, that this is not

going to be subject to regulator audit?

MR. SNOADON: Again that's up to the discretion of this
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Boar d.

But you are not applying for that then, regulator audit?

MR. SNOADON: I nspection is an audit, | guess.

Well 1" mcurious then why you chose the word i nspection
as opposed to audit like you did at line 14? Wat were
you intending to have happen with respect to the |og that
you weren't intending to have happen with respect to the

books of account and record?

MR. SNOWDON: Under the standards of conduct, the audit

process in the first was to ensure that the system
operat or used proper discretion in exercising those
rights.

The tariff itself and the books and records of the
transm ssion provider are going to be subject to review
and audit by this Board.

Under the standards of conduct it was felt that that
was redundant and that this would be strictly inspection.

But there was no specific intent to preclude that from

happeni ng.

- Are you saying you woul d be confortable changing the word

i nspection to audit?

MR. SNOADON:  Yes, | would feel confortable with that.

How of ten woul d you expect the regulator to conduct those

audits? That provision isn't found in your standard of
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conduct, is it?
MR. SNOADON: No, that provision isn't there. That would be
up to the discretion of the Board.

Q - Thank you. The next area, M. Snowdon, is in respect of
page 337, and the topic I would like to talk to you about
is entitled, enforcenent. Now starting at line 19, you
outline the conplaint procedure. Do you see that?

MR, SNOADON:  Yes.

Q - And as | understand what you have got here is that the
intent is for the conplaint to be handled internally by
the Director of Energy Control, is that right?

MR. SNOADON: The initial investigation would be carried out
by the Director of the Energy Control Centre, yes.

Q - And who is enployed -- who enploys the Director of Energy
Control Centre?

MR. SNOADON: NB Power .
Q - NB Power Hol dco? NB Power Transnission? You are the

director, aren't you, sir?

MR. SNOADON: Yes, there is only one. | work for NB Power.
Q - And are --
MR SNOADON:. | amin the Transm ssion business unit, but

t he enpl oyer is NB Power.
Q - And as Director, sir, is it fair to say then that your

pay cheque is witten by NB Power Corporation, the |egal
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entity?

MR. SNOADON: That's true.

Q - Now with respect to the conplaint that someone m ght
have, is it your understanding then that the conplaint can
only be directed to yourself as Director. [It's not
intended to be an action or a conplaint filed with anyone
el se, such as the PUB?

MR. SNOADON: That would be the intent. The initial process
woul d be that the conplaint would go to the Director and
they woul d investigate, and then if that conplainant is
not satisfied, they would carry on through a dispute
resol uti on process.

Q - Were is that dispute resolution process found in your
standard of conduct, sir?

MR. SNOADON: The di spute resolution process | was talking
about was on page 338.

Q - Al right. And specifically what you are referring to is
t he appoi ntmrent of an independent arbitrator, is that
right?

MR. SNOADON: Yes, that's correct.

Q - And so there is no specific or express provision in the
standard of conduct that would direct the conplaint party
or conplaining party to the PUB, right?

MR. SNOADON: Not specifically in the standards of conduct.
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It was always our intent by having the standards of
conduct approved by this Board, that they woul d have the
| egal backstop to hear and entertain any conplaint that
was not -- the conplaint was not satisfied wth.

Q - Wat would happen if they didn't have that |egal backstop
that you are speaking of ? Wat if they could only hear
conplaints that were nade by you, NB Power Transm ssion?
Wuld you think that that's --

MR. SNOADON: To nme that's a hypothetical question. |Is --

Q - Al right. Let's -- let's just before we | eave that
hypot heti cal situation, that hypothetical would not in
your view be the intent of New Brunsw ck Power
Transm ssion in respect of this application, would it?

MR. SNOADON:  What woul d not be?

Q - That the only types of conplaints that woul d be nmade
under this standard of conduct, if it were a party other
t han New Brunswi ck Power Transmi ssion, that that party
woul d have avail able access to the Public Utility Board to
have that conpl aint resol ved?

MR. SNOADON: That's correct.

Q - Thank you. And at the tinme -- at this -- at the tine
that you have wwitten this application and witten this
standard of conduct, you will agree with nme that that

express right to access the PUB is mssing fromthe
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standard of conduct? There is no reference to the PUB
her e?

MR SNOADON:  No. We did not anmend our standard of conduct
because the application was going before this Board and it
inplicitly gives the Board the right to deal with issues
related to the standard of conduct, and including the
conpl ai nt process.

Q - Thank you. Now, | amturning to a new area, M.
Chairman. It's -- | would like to have the witnesses turn
up attachnent K, which is entitled the Transni ssion
Expansion Policy. | believe it sinply follows -- no, it
cones before --

MR, SNOADON: K, L.

Q - Have you got that there?

MR SNOADON:  Yes.

Q - Now, M. Scott, will you be speaking to this or will it
be M. Snowdon?

MR. SNOADON: It could be either one of us.

Q - Al right. Just a general question with respect to the
transm ssi on expansion policy. Wo determ nes whet her
addi tional revenues will be greater than the increase in
the revenue requirenent? Who is the party determ ning
t hose nunbers?

MR. SCOIT: The transm ssion provider would be responsible
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for doing that.
Q - kay. So it's the transm ssion provider, not the system
oper at or ?

MR. SNOADON: In this application they are one and the sane.

Q - Okay. But in this application, is there sone form of
intent to divide systemoperations fromthe transm ssion
provi der service?

MR. SNOADON:  No, there is not.

Q - There isn't?

MR. SNOADON:  Well -- answer it.

MR. SCOIT: There is a separation of system operator
functions fromtransm ssion functions certainly in a
nunber of areas.

Q - Wuld this be one area?

MR. SCOIT: It's not specifically designated here as a
separati on.

Q - So does the standard of conduct apply to matters
respecting the transm ssion expansion policy?

MR. SNOADON: The enpl oyees that woul d be doi ng that
anal ysis woul d be operating under standards of conduct.

Q - On which side of the fence?
MR. SNOADON:  Wthin the Transco business unit.
Q - So not part of the systemoperation itself?

MR SCOIT: Well at this point in time, the system operator
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and the transm ssion provider are one and the sane. And
that's the way that this tariff was presented.

- Well let's talk alittle bit then about the separation.
| thought we were going to be able to get through this a
little quicker.

But with respect to the unit, NB Transm ssion, that
is, the transm ssion provider, what degree of separation
will there be between operation and the transm ssion
provi der function? WII there be physical separation as

bet ween t he enpl oyees of those two groups?

MR. SNOADON: | am not sure how to answer that question.

- WIIl there be separate offices, separate buildings?

MR. SNOADON: Are you -- are you tal king about the -- today

any enpl oyees that are in the Transco unit, business unit,
that are dealing with issues related to transmn ssion
expansi on, system pl anni ng, system studi es? Sone of them
are |located at the control centre, sone are not |ocated at
the control centre, however, they all operate under the
standards of conduct, which prevent them from access to
commercially -- or the market participant side of our

busi ness.

- Kkay.

MR. SNOANDON: There is --

- That's hel pful.
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MR. SNOADON: -- there is separation -- physical separation
in that regard. They are not all |ocated at the control
centre. But they are all within the transm ssion business
unit that have access to transm ssion-related information
that -- or confidential generator information, or any
i nformati on of how the transm ssion systemis being
accessed fromthird parties.

So there is this standards of conduct around that
group in terns of their physical access to different parts
of the business. And that's | guess where | was having
the difficulty.

Q - No, | can appreciate that. Thank you for that
clarification.

Maybe another clarification though is needed. 1Is it
possi bl e that a system operator personnel, soneone that is
enpl oyed for that function, is physically seated beside
sonmeone who is not in the system operation rol e?

MR. SNOADON: No. There is physical separation of where
t hose enpl oyees are |l ocated. Sone of themare in head
office. They are not on the same floor. They are secured
areas under which they are not permtted to go. So those
t hat operating under the standard of conduct are in a
specific area.

Q - And those that operate under the standard of conduct
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then, are those enployees that are perform ng the system
operation function, right?

MR. SNOADON: Actually under the standard of conduct, both
groups are signatory to a standard of conduct.

The nerchant side of our business has to sign a code
of conduct -- or a standard of conduct as well so that
they do not put thenselves in the position or the
Transm ssi on enpl oyee in the position of requesting
informati on or accessing areas of the building where they
shoul d not be.

So it's a two way standard of conduct in that sense of
putting an obligation on both the operation side and on
the nerchant side, if you will, or the conmercial side.

Q - Al right.

MR. SCOIT: And | mght add that there are a nunber of
Transm ssi on busi ness unit enpl oyees who have signed the
standards of conduct who are not directly related to the
system operator function. But they may through the course
of their work require that confidential information. So
t hey woul d be under standards of conduct even though they
woul dn't be perform ng a system operator function.

Q - Al right. So back to the transm ssion expansi on policy.
My original question related to who determ nes whet her

addi tional revenues will be greater than the increase in
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t he revenue requirenent.

And | thought | heard that determ nation could be nade
by both system operational personnel as well as people
outside of that function. |Is that right?

MR. SCOTT: It would certainly only be nade by those who are
governed by the standards of conduct.

Q - And so since both people outside of the system operation
function and inside that function are governed by the
standard of conduct, it could be both types of personnel?

MR. SCOIT: | amnot sure what -- who you nean by people
outside the -- are you referring to generation marketing
people, or are you referring to just those involved in
transm ssi on?

Q - Those involved in transnm ssion?

MR. SNOADON: They may do the studies that are required to
determne what is required in ternms of a system upgrade.
That i nformation would be provided to the system operator
side and they woul d determnm ne whether or not the revenue
requi renents were covered under the tariff or not.

Q - Right. Part of your application, M. Snowdon, includes
a PBR type net hodol ogy, correct?

MR SNOADON:  Yes.

Q - Can you help me understand how t hat proposed net hodol ogy,

and in particular the cost savings and reductions, how
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that gets factored into your revenue determ nation as per
t he transm ssion expansi on policy?
s that a question best saved for Panel C?
MR, SNOADON:  Yes.
Q - Gay. | will defer it to them
On page 325 at line 6 there is reference to a net
present value of the system benefits calculation. Do you
see that?
MR, SNOADON:  Yes.
Q - Can you help nme understand the nature of that
cal cul ation? For exanple, what discount rate are you
going to use in that net present val ue cal cul ation?
MR. SCOIT: | don't -- | don't have the details of what that
net present val ue woul d be.
Q - Do you have details of what is neant by system benefits?
Am 1l wong in thinking, M. Scott, that it is the
transm ssion provider who identifies the system benefits?
MR. SCOIT: | think in general the intent of this whole
expansion policy is to treat expansions on a
nondi scri m nat ory basi s.
And to the extent that the tariff can cover the
expansion either through the increased load or in the case
of a generator through the additional transm ssion

capacity that's reserved, then that woul d be covered by
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the tariff.

To the extent that it is not covered, then the
transm ssion provi der woul d be | ooking for additional
revenues fromthat customer in order to nake up the
di fference.

Q - | understand that. M question though was who determ nes

the system benefits?

MR. SCOIT: Well, I"'msure that in any discussion with a
transm ssion customer that it would -- that that custoner
woul d certainly make NB Power aware of any transm ssion
benefits, system benefits that they are aware of. And we
woul d certainly take that into consideration in the
eval uati on of those benefits.

Q - But this transm ssion expansion policy doesn't reference
system benefits being determ ned by the custoner, does it?
Am | mssing sonething there? It is ultimately the
transm ssion provider that determ nes the system benefits,
right?

MR. SNOADON: That's correct.

MR. SCOIT: It is -- the ultimte responsibility is the
transm ssion provider. But | would expect that, as | said
before, that the custoner would have a say in that and
would try to nake their case before -- before transm ssion

provi der.
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Q - But under the policy there is no reference to that, that
goodwi Il if you will? Excuse the pun.
MR, SCOTT: No.
Q - Thank you. Wth respect to the net present val ue
cal culation, | understand that you may not be aware of the
i ndi vi dual conponents.
W will have that discussion with Panel C 1 guess, is
that right?
MR. SCOIT: Panel C would be the appropriate panel --

Q - Thank you.

MR. SCOTT: -- to discuss.
Q - One question though that arises with respect to the
calculation itself and the analysis. |Is that analysis,

that is, the manner in which you arrive at your
cal cul ation, one that you are prepared to share with
cust oners?
MR, SNOADON:  Yes.
Q - Thank you. Further down at line 10, line 9 and 10, there
is reference to a |load flow study. Do you see that?
MR SNOADON:  Yes.
Q - W will conduct the load flow study?
MR. SNOADON: Those studies woul d be conpl eted by the
transm ssion provider, the engineering group within

Transm ssi on business unit that has the responsibility for
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t hose studies. And that group would be operating under a
standard of conduct.

Q - So the transm ssion provider gets to calculate -- sorry,
gets to determ ne the system benefits. The transm ssion
provi der gets to calculate the net present val ue
calculation. And the transni ssion provider deternm nes the
| oad flow study, right?

MR. SNOADON: That's correct. But at the sane tine the
custoner that is interested in making the expansion of
facilities is certainly involved in the process all along
t he way.

And t hese studies are discussed with themin great
detail. And the whole process is open between the
transm ssion provider and the custoner.

Q - In that process of discussing things with the custoner is
there opportunity for third parties to conduct the
studies, that is, the load flow studies, a third party
agreeabl e by both the custoner and the transm ssion
provi der ?

MR. SNOADON: Are you suggesting that to get an unbi ased
view? O the fact that in this particular exanple you are
speaki ng of the transm ssion provi der doesn't have the --
you know, the opportunity to do it in terns of his work

commtrment? O just under what context?
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Q - It is the former, sir, to obtain an unbi ased vi ew?

MR. SNOADON: We would certainly entertain that. | don't
appreciate the need to do that. But we would certainly be
willing to entertain that.

Q - Al right. And since we are going down the road towards
di sputes, if there were disputes arising in respect of the
cal cul ation, the determ nation of the additional anount
that would be required froma custoner or the |oad flow
study, or frankly any other matter under this transm ssion
expansi on policy, how do you contenpl ate those types of
di sput es bei ng resol ved?

MR. SNOADON:  Through di scussi on between ourselves and the
cust omer .

Q - Al right. And if reasonable parties reach reasonable
positions that are not ad idem what then?

MR. SNOADON: It would fall back into the dispute resolution
process under the tariff.

Q - Al right. And ultimately, M. Snowdon, would you expect
the opportunity for a party, instead of taking their issue
to an i ndependent arbitrator, to have the matter heard and
deci ded by this Board?

MR. SNOADON: Again at the discretion of this Board, we
woul d hope that issues get resol ved through the dispute

resolution that is outlined under the tariff and not
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burden the Board with these matters.

Right. But if one of the parties to the dispute required
or found it nore appropriate to have this Board hear and
decide the matter of the dispute, are you saying that you
woul d be prepared, New Brunswi ck Power Transm ssion would
be prepared to nmake application to have this Board
consider it, even if it is an issue which you don't

believe is one that is worthy of the Board to consider it?

MR. SCOIT: | think the normal process for dispute

resolution, since this is an attachnent to the tariff,
woul d be through the dispute resolution process that is
identified in section 12 of the tariff.

And certainly the conplainant always has the right to
appeal to this Board.

But back to ny fiction, M. Scott. Let's assune this
Board does not have an opportunity to hear a conpl aint
froma party other than New Brunsw ck Power Transm ssion
all right.

Let's assunme in ny hypothetical world a conpl aint
cannot be heard by a custoner, that the custoner is only
able to resolve a dispute through the tariff docunent
whi ch indicates arbitration as being the only neans,

right?

MR, SCOIT: Yes.
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Q - Howis this Board going to get to hear the conpl aint
under ny fictional circunstance?

MR. SCOIT: | amnot a |legal expert, but when | read section
12.5 of the tariff, it seens to ne that it does provide a
conplainant with the opportunity to file a conplaint with
the Board. And | wouldn't presune to understand exactly
how t hat woul d be done.

Q - Right. So your intention though would not be to preclude
conplaints frombeing made to this Board, right?

MR. SCOIT: That woul d be ny understandi ng.

Q - And if it was necessary to have conplaints made to this
Board, and the only avenue for that to happen woul d be
applications being made by New Brunsw ck Power
Transm ssion, are you prepared to nake those applications
even though you aren't necessarily wanting that matter to
be considered by this Board?

You would be willing to be the vehicle by which the
matter can get to the Board?

MR. SCOIT: | guess | amstill unclear as to why it is
necessary for NB Power Transm ssion to nmake the
application to the Board.

Q - Wll let's say the legislation restricts conplaints or
applications to only those being made by New Brunsw ck

Power Transm ssi on.
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MR. SCOIT: That is hypothetical, |I think, at this point in
time, is it not?

Q - Wll | don't want to take you through the | egislation
because you have al ready indicated you are not a | egal
expert and | don't propose to do that.

But I want you -- | want your answer about whether in

t hat hypothetical, would you be prepared, you New
Brunswi ck Power Transm ssion, as the only vehicle by which
matters of dispute can be heard by this Board, are you
prepared to have those matters put to this Board by way of
an application even if New Brunswi ck Power Transm ssion
does not find the conplaint one that should go before the
Boar d?

MR. SNOADON: Are you suggesting they are bypassing the
di spute resolution in the tariff?

Q - Yes.

MR. SNOADON: O they have gone through that and do not
feel --

Q - | amsuggesting it as an alternative to the dispute
resol ution process outlined in the tariff.

MR. SNOADON: CQur position would be that we woul d want them
to go through the dispute resolution through the tariff.

Q - And not this Board?

MR. SNOADON:  We woul d hope that we would be able to resol ve
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it through this process.

Q - And the dispute then would not be put to this Board,
right?

MR. SNOADON:  This hypothetical non-jurisdictional Board
that you are speaki ng of ?

Q - Cee, you are talking like a |lawer now. M. Snowdon, the
point is quite easy -- the question is easy. You are
intending to have matters of dispute decided by way of the
tariff and what is outlined in the tariff, right? That is
what you have applied for?

MR. SNOADON: That's correct, yes.

Q - And that does not include express reference to having

di sputes heard and deci ded by this Board, right?
MR. SNOADON: Not explicitly, no.

Q - So the preference then is to have these matters resol ved

by way of arbitration as set out in the tariff docunent?
MR. SNOADON: That's correct.

Q - And sir, are you aware under FERC | egislation that any
party at any time can nmake a conplaint to the FERC in
respect of matters concerning tariffs?

MR. SNOADON: Yes, | am aware of that.

Q - But that is not what you are proposing here, right?

MR. SNOADON:  We woul d expect that this Board by approving

this tariff would have the right to hear disputes.
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Q - Back to the transm ssion expansion policy, sir. As |
understand it, you are not intending to nake application
in the event -- application to this Board in the event
transm ssion facilities are in fact required, right?
There is no requirenent to do that?

MR. SCOIT: There would not be a requirenment to cone back to
this Board if the transm ssion facilities could be built
in such a way that they could be covered by the tariff.

| presune if there was sufficient expansion and the
cost was sufficient that it would have a material inpact
on the rates, then we woul d be back before this Board for
a rate hearing of some sort.

Q - So there is no requirenent for this Board to make a
determ nati on about whether those facilities are in the
public interest?

MR. SCOIT: The -- is that in relation to transm ssion
expansi on?

Q - Yes.

MR. SCOIT: | guess as | said before, if the transm ssion
expansion is significant enough that it would inpact the
rates, then this Board woul d have jurisdiction over it.

Q - And those rate matters would be natters that would be
det erm ned when, after construction or well before

construction?
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MR. SNOADON: They woul d be determ ned before construction.
Q - Thank you. Now when there are cost overruns associ at ed
with a new project, who under the transm ssion expansion
policy is responsible for cost overruns if they are in
fact -- if in fact they occur?

MR. SNOADON: | guess we would -- sorry, a determ nation
woul d be made as to what the cause of the cost overruns
was. If it was directly attributed to the transm ssion
provi der, then they woul d be absorbed by that transm ssion
provi der.

Q - M. Snowdon, who woul d nake that determ nation?

MR. SCOIT: Anytinme when there would be a requirenent for a
transm ssi on system expansi on, the customer woul d be
maki ng an application to NB Power.

And as part of that application there would be a
requi renent probably for a systeminpact study foll owed by
a facilities study. And then the custoner would agree to
those costs in terns of the expansion before any expansion
ever proceeded.

And | woul d expect that the ternms and conditions under
whi ch t hat expansi on woul d be done woul d be included in
that initial service application.

And presumably if the custonmer -- if there were terns

related to cost overruns or things like that, that those
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could be included in there as well.

Q - 1 guess it is the latter part. | got it all up to that
| ast part. And that is where | have asked you before
about the incurrence of cost overruns.

And what | heard M. Snowdon indicate, that there
woul d be sone form of determ nation about the prudency of
t hose cost overruns.

And ny question was who nakes that decision?

MR. SNOADON: What | was referring to there, if for sone
reason the custoner caused the del ay because of equi pnent
not being there, site not being -- access or whatever
reason they were the cause of those, then they would be
responsi bl e to cover those costs.

| f the cause were strictly within the transm ssion
provi ders, they would honor the commtnent that was in the
agreenent that was made.

Q - Wo nmakes that determ nation, M. Snowdon?

MR. SNOADON: | would suggest to you that it would be after
great discussion between the custoner and the transm ssion
provi der.

Q - And if they can't agree, who nakes that decision?

MR. SNOADON: Then you revert back | guess to the dispute

resol uti on process.

Q - And is that a dispute then that could go before this
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Board or intended to be placed before this Board?

MR SNOADON: | think we have dealt with that issue.

Q - And the answer is no then?

MR. SNOADON: The issue is that our application before this
Board is that they are approving not only the tariff
itself but the attachments, the schedul es associated with
this tariff.

And they would have inplicit rights to deal with
i ssues related to those docunents.
MR. NETTLETON. M. Chairman, |'m noving on to another area.
| see that it is five after 12:00. Wuld this be a
convenient time to stop for |unch?
CHAIRVAN: Al right. W w il adjourn until 1:30 then.
MR. NETTLETON. Thank you.
(Recess - 12:05 p.m - 1:30 p.m)

CHAI RVAN:  Board counsel has indicated to me that in fact
the representative of Baysi de Power had sonme questions for
this particular panel. So after JDI has concluded we w ||l
gi ve you the opportunity, sir.

Any prelimnary matters?

MR. MORRI SON:  No, M. Chairnan.

CHAIRVAN: Al right. M. Nettleton, do you want to carry
on with your cross?

MR. NETTLETON:. Thank you, M. Chairman. Good afternoon,
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gent | enen.

Q - M. Snowdon, could |I have you turn to page 6 of your
witten direct evidence, that is appendix A-3 -- or sorry,
exhibit A-3? Do you have that there?

MR SNOADON:  Yes.

Q - Wiat | would like you to do is turn to page 6 of that
docunent ?

MR, SNOADON:  Yes.

Q - Sorry. Wy don't we start with page 5. That is where
actually the question starts.

The question that you have been asked to answer deals
wi th performnce neasures, Question 15. Do you see that?
MR, SNOADON:  Yes.
Q - And in the response you refer to the North Anerican
Electric Reliability Council. Do you see that?
MR SNOADON:  Yes.
Q - Does NERC publish perfornmance neasures?
MR. SNOADON:  Yes, they do.

Q - Al right. And then carrying over the page you indicate
that NB Power is intending to use CEA statistics.

What is your intent? Are you planning to publish the
CEA statistics that are found in table 1 on a regular
basi s?

MR. SNOADON: No. Qur proposal is that we would not use
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CEA s provided statistics, that we woul d use conparator to
our own performance. If you will refer to -- | would
refer you to table 1 --

Yes.

MR. SNOADON: -- where the description of the characteristic

-- the first one is the SAIDI or the duration of the
interruptions. And the second one is the frequency of
i nterruptions.

We woul d use those descriptions as ternms of defining
what the neasurenent is. And the objective though would
be that we would strive to neet the five-year average of

NB Power .

- And you indicate, as | understand in your answer, that

the reason why CEA netrics are not appropriate i s because

there is a wi de range of performance?

MR. SNOADON: Not a wi de range of performance. It is a wde

variation in the reporting practice. | could elaborate on
that. There are no industry standards per se in terns of
reliability specific to transm ssion or |oss of supply.

The information that is provided by CEA or inputted to
CEA is nostly driven by distribution. There are |oss of
supply statistics in there, but they tend to be related to
nore at the substation |evel.

And we felt that with their wide variety of reporting
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that -- and we have been involved with reporting to CEA
for several years. And we have tried to even look at it
fromthe distribution side, that there is no consistency
i n how t hose nunbers are present ed.

| will give you an exanple. People record
interruption data differently. And they -- their ability
to take interruption information during significant storns
is greatly inpeded by their ability to take the calls from
cust oners.

And oftentines they will exclude major storns from
their statistics. And there is no consistency on whet her
t hose types of data are included in those statistics or
not .

So we could just -- we felt that we just could not
rely on those statistics to give us a good sense of our
performance relative to other Canadian utilities.

We introduced a service restoration system a nunber of
years ago where we have -- | would go on record to say one
of the best at recording these types of -- this type of
information comng fromcustoners. And it is a simlar
systemthat Nova Scotia Power has recently inplenented as
wel | .

So the accuracy of what you are receiving is very

good. And when we started reporting this information, our
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statistics went up drastically. And it really just cane
down to the quality of the information being presented or
captured inputting into these reports. So that is why we
never went to the CEA statistics in ternms of establishing
this performance standard.

We did attend a conference in the U S. where there
were 17 different transmission utilities there
represented. And it was a reliability conference where
information relative to interruptions was di scussed. And
there was a wide range of reporting nethodol ogi es used at
that. And there was no consi stency anong those.

So as a third elenment in our investigation as to what
standards we could use, we had Ernst & Young involved with
anot her study with us on work progress and efficiency.

And when they were out | ooking for best practices on
that, we asked themto come back to us with some standard,
if you wll, performance targets or neasurenents relative
toreliability on transm ssion

And they cane back to us and stated that there were no
standards out there, that they could not cone back with a
prescribed formula, if you will, to use for transm ssion
out ages.

So based on that we felt that we would look internally

to see where we should be relative to our own perfornance.
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And to tell you the truth, our perfornmance over the
| ast couple of years has not been good. Qur reliability
statistics are dowmm. And we feel that it is a challenge
just to get back to where our five-year average is.

And then of course once you achieve that target, by
using a rolling five-year average, you are continually
| ooking to inprove your performance over tinme. And that
is basically why we chose to | ook at the five-year NB
Power aver age.

Q - That is very helpful, M. Snowdon. Wy | was asking the
guestion about the five-year average is, | believe in your
evi dence, nanely the Stone & Webster report -- tell ne,
why -- what purpose does the Stone & Wbster report have
in respect of this proceedi ng?

MR. SNOADON: The Stone & Webster study basically gives an
overview of the reliability, fromtheir perspective, that
we have in New Brunswi ck. And we engaged themto help us
| ook at where inprovenents m ght be.

Q - Al right.

MR. SNOADON: And they are basically form ng the tenpl ate
for our reliability initiatives that formpart of the
budget and therefore part of the cost that you are seeing
represented in this tariff.

Q - Al right. And the Stone & Webster report is a 1999
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docunent, is that right?
MR SNOADON:  Yes.

Q - Al right. And does the Stone & Webster report report on
the five-year rolling average of the statistics that are
found in table 1?

MR. SNOADON: No, they do not.

Q - And which netrics does the Stone & Webster report rely

on? Is it the netrics of the Canadian El ectri cal

Associ ati on?

MR. SNOADON: | would have to check that. |'mnot sure of
t hat .
Q - You are not sure. Now could I get you as an undert aking

to do that, sir?
MR. SNOADON: | certainly wll.

Q - Nowwith the netrics that you have proposed in table 1,
is ny understanding correct, M. Snowdon, that these
statistics will be reported on an ongoi ng basis, on a go-
forward basis?

MR. SNOADON: That's correct.

Q - And who will these statistics be reported to?
A. They would be reported to this Board.

Q - But again on a prospective basis?

MR. SNOADON:  No. They would be reported on a historic or

actual basis.
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- The outage statistics that you refer to at line 2 -- |
guess the nore rel evant perfornmance neasurenents are in
table 1.

But can you confirmwith me, M. Snowdon, that none of
t he perfornmance neasurenents that you have listed in table
1 are in any way related to the perfornmnce-based
mechani smthat forns part of your tariff?
MR. SNOADON: | provided a partial answer to that on page 6

which relates to how t hese performnce neasures woul d be
i mpl enent ed.

- You are referring to lines 19 and 207

MR SNOADON:  Yes.

What review are you speaki ng of when you say reviewed by

t he PUB?

MR. SNOADON:  We woul d anticipate that the Board woul d

revi ew t hese performance neasurenents on a routine basis.
| woul d suggest to the Board that they would do that
yearly.
And during that year it would be determ ned by the

Board which indices -- well, | guess the statistics

provi ded woul d show whi ch i ndices were nmet and which were
not met. And then the Board woul d take a deci sion,
dependi ng on which and to what degree these netrics were

not net.
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For an exanple, if one of the metrics on there is
environnmental spills and we did not neet the 20 -- the
objective of 20 spills, and we were at 22 spills or 25
spills, that they woul d perhaps suggest or determ ne that
warrants different actions if we were not neeting our
reliability statistics.

And that is why we did not suggest a formula. Because
| think in working with the Board, that over tinme and
t hrough gai ni ng experience, that there would be sone

met hodol ogy instilled there so that the punitive danage if

you will or -- of their decisions would be sorted out over
time.
Q - Al right. So you are contenplating sone form of review,

as | understand it, and the review would allow this Board
to make determ nations where netrics are not net.

Are you expecting this Board to nmake determ nations
that if netrics are not nmet would change the rates that
you are proposing?

MR. SNOADON: As | said before, that would be subject to the
Board determ nation
Q - But you are not applying for that here today, correct?
MR. SNOADON: We are not applying for what?
Q - Your application is not seeking this Board' s approval of

a nechani smwhere, if these netrics are not net, the Board
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woul d alter the rates that woul d ot herw se be approved
pursuant to what you have applied for?

MR. SNOADON: We are proposing a PBR cost of service which
is in addition to that these perfornmance nmeasurenents
under this application.

And it would then be up to the Board to determ ne what
the relationship is or should be between the performance
nmeasurenents and the rate of return we are requesting,
based on our performance.

Q - Al right. Let ne try it this way, M. Snowdon. Wat do
you nean by the word "perfornmance” when you use the phrase
"performance- based rates"?

MR. SNOADON: Performance is -- performance-based rates are
that if you neet these performance nmeasurenents then you
are entitled to the rate of return that you have been
granted by the Board to achi eve.

Q - Soif that is in fact the case, M. Snowdon, you would
expect then that the rates that you have applied for to
have sone formof tentacle or link to the netrics that you
have included on table 1, right?

MR. SNOADON: That's correct. And as | explained, | would
anticipate that this Board would determine and work with
us in determ ning what those netrics are.

Q - But that -- | think we understand what the netrics are
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don't we?

MR. SNOADON:  Yes. I'msorry. It is not the netrics. It
is howthe fornula that would be determ ned as to what
actions are taken with not neeting those perfornmance
targets.

Q - And so you have not in this application proposed a
formula --

MR, SNOADON:  No.

Q - -- for this Board to apply or approve?

MR. SNOADON:  No, we have not .

Q - Thank you. So how -- back to the word "perfornance", how
is it that you believe this application to be a
per f or mance-based rate application, if there is no formula
that you are applying for that determ nes rates based on
t he performance out of these netrics?

MR. SNOADON: Again it would be up to the Board to determ ne
what those netrics or those |inkages would be.

Q - Al right. Let's nove onto |line 8  You indicate that
anot her inportant performance index relates to | SO 14001
Do you see that?
MR SNOADON:  Yes.
Q - Has NB Transm ssion received | SO 14001 status?
MR. SNOADON: No, we have not. W are anticipating that we

woul d achi eve that status as of Decenber the 31st, 2002 of
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whi ch we have nade a conmitnent to the Canadi an El ectrical
Association in that regard.
Q - So if you achieve that objective are you expecting your
rates to increase?
MR, SNOADON:  No.
Q - But that could be sonething that you woul d be happy with
if this Board so deci ded?
MR. SNOADON:  When you refer to rates you nean what rates?
Q - The rates that you have applied for?

MR. SNOWDON: Under the tariff?

Q - Yes.
MR. SNOADON: |'mnot follow ng your |Iine of thought.
Q - wll, I thought you just told nme that you were all ow ng

this Board the discretion to determ ne what shoul d happen
in the event netrics are net or achieved or exceeded,
right?
MR. SNOWDON:  That's true.
Q - And that would have sone formof benefit to you, right?
MR. SNOADON: Potentially, yes.
Q - But you haven't told us what you are | ooking for, right?
You are leaving it up to the Board to decide?
MR. SNOADON: In terns of the performance neasurenent?
Q - No. In terns of what you get, what your quid is for

nmeeti ng your performance netrics?
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MR SNOADON: | would |ike M. Scott to answer that question

pl ease.

MR. SCOIT: The details of the perfornmance-based regul ation

will be provided by Dr. Morin in Panel B, | believe.

However, as they relate to these perfornmance neasures,
these are minimumrequirenments that NB Power expects to
nmeet in order to ensure the overall reliability and
envi ronnmental requirenents and safety requirenents are
continued to be net while we have a performance-based PBR
systemin pl ace.

The financial returns are not related to these
targets. These targets represent if we do not neet them
then there is a possibility that the Board, through their
review, would invoke sonme sort of penalty.

So you are anticipating some formof penalty? Wuld that

be a financial penalty?

MR. SCOIT: | would |leave that up to the Board to deci de.

| have heard that. | amnot asking you for what you are
| eaving up to the Board. Wat | am asking you is what you
expect .
What woul d be satisfactory to you? Do you think it

shoul d be sone form of financial penalty?

MR. SCOIT: Again, | think that there is a nunber of options

avai lable. It could be a financial penalty. It could be
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a request fromthe Board to make additional investnents in
the area where we are deficient. It could be additional
auditing process or -- | amnot sure what direction it
will take. But there are a nunber of options avail able.

Q - Wll let ne maybe try it this way, M. Scott. As |
understand it fromyour answer, these performance netrics
are not related to the performance netrics which Dr. Mrin
uses in his nmethodol ogy by which rates will be cal cul at ed.

These are netrics separate and apart fromthe
per f or mance- based rate maki ng nmet hodol ogy that you have
proposed. Is that fair?

MR. SCOTT: Not exactly. The performance-based regul ation
in fact does require sonme type of performance netrics to
be net. The way it is presented here is that these are
m ni mum requi rement s.

The -- if you are talking financial returns, the
financial returns are based on whether or not NB Power
operates efficiently as a business, does appropriate cost
cutting neasures where we can, those types of things. And
that woul d i npact the overall financial returns.

These are performance netrics that ensure that while
we are trying to operate effectively as a business, we
continue to operate as a reliable supplier and have a

safety record and environnental stewardship that continues
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to match what we are doing today or better.

Q - kay. | mght be getting this very slowy. But M.
Scott, am| to understand then that if, for exanple, NB
Transm ssion were to cut all of its cost, cut it down to -
- pared all costs such that your performance netrics
stated here are not net.

If for exanple, you were to let go all of your
environnmental staff, to the point where your |SO 14001
obj ective wasn't nmet and there was sonme form of cost
savi ng associated with that, you woul d expect this Board
to review that situation because your performance netric
had not been met. |Is that right?
MR. SCOIT: |If our performance netric has not been net, then

we expect the Board to reviewit, yes.

Q - Wuld you nmake application to the Board in that case?
MR. SCOIT: | don't think it would be necessary for us to
make application to the Board. W would be -- we plan on

submitting reports on all of these nmetrics on a periodic
basi s.

MR. SNOADON: | would further suggest that we woul d not have
to call that neeting, that this Board woul d insist that
there be that neeting.

Q - Al right. | amnoving to a new area. M. Scott, maybe

you could turn up your evidence pl ease.
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On page 2, sir, at line 7 and 8, you indicate that
schedules 2 and 6 represent ancillary services that are
required fromgenerators and are cost based. Just for the
record, is that an accurate statenent?

MR. SCOIT: The -- our expectation or understanding -- ny
under st andi ng of how the ancillary services for generators
woul d be acquired is based on a proxy unit which is cost
based.

Q - So we need to insert the words "that are based on proxy
units that are cost based"?

MR. SCOIT: | amnot sure it is necessary to say that. W
have said it in other places in the evidence in terns of
how the ancillary services are priced. W said they are
based on proxy units.

Q - Al right. Thank you for that clarification. Can | take
you then, sir, to page 6 of your evidence under question
11? Sorry, question 12 on page 7. Have you got that,
sir?

MR. SCOIT: Yes, | do.

Q - Now as | understand the question, we are tal king about
constrai nt managenent and the need for transm ssion
constraint managenent. Is that right?

MR, SCOIT: Yes.

Q - Is constraint managenent the sane as congestion
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managenent ?

MR, SCOIT: Yes.

Q - Okay. And the need to establish procedures, as |
understand |lines 10 and 12, arise out of the functional
separation that you are proposing?

MR SCOTT: | think it is nore than that. | think that
custoners in general need to understand if there is going
to be constraint nanagenent, how that is going to be done.

Q - It is nore than that, neaning it is nore than just sinply
the functional unbundling that gives rise to the need for
t he service?

MR, SCOIT: Yes.

Q - If I take you, M. Scott, to sort of a now versus then
di scussi on, under the now discussion of bundled rates, is
it fair to say that congesti on nanagenment services are
effectively part of that bundled rate?

MR. SCOIT: The -- | think that in ternms of supply to in-
provi nce custoners, that that is true. The congestion
managenent is part of the overall bundled service that is
provi ded.

This particular section deals with constraints on the
transm ssion systemin general and it also deals with when
constraints occur on point-to-point service outside of the

-- outside of NB Power.
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And in those cases there are sonme very specific rules
that apply that are in the tariff for interruption of
service or for curtailment of service to transm ssion
custoners. And there is no other way to deal with those
except operator to operator. And so to that extent the
rules of the tariff apply.

But certainly for in-province |oad the bundl ed service
provi des the congestion type of managenent.

Q - Al right. So with respect to in-province |oad,
congestion managenent is effectively part of the bundled
rate, right?

MR. SCOIT: Yes, that's fair to say.

Q - And as we understand from M. Mrshall's testinony
before, the bundled rate is based on a price cap
met hodol ogy. Is that your understandi ng?

MR. SCOIT: That is ny understanding.

Q - And so one would expect that the congesti on nanagenent
service that is included in the bundled rate today is not
priced using market-based principles but cost-based
principles, right?

MR SCOTT: That's correct.

Q - Al right. Now can | have you turn to Information

Response, Saint John Energy, IR 66 please. It is in

exhi bit A-4.
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MR. SOLLOWS: \What page?
MR. NETTLETON: It is page 544.
Q - Nowthe area that | want to just focus on with you
M. Scott, is the |ast paragraph found on page 544.

And while | realize that this relates to ancillary
services, do | understand or would | expect that the
i nformation regarding NB Generation's cost figures that
woul d be included in the bundl ed rate associated with
congesti on managenent woul d have the sanme sorts of
concerns and sensitivities relating to confidentiality for
congesti on managenent service? |Is that information
publicly avail abl e?

MR SCOTT: Cost information on NB Power Ceneration would
not be publicly avail abl e.
Q - And that is not just limted to ancillary services,
right?
MR, SCOTT: No.
Q - Gkay. Thank you.

Now with respect to the now situation, and by that |
mean -- |'magetting ny nmetaphors m xed -- the proposed
worl d that you have in respect of your application, is it
your expectation that NB CGeneration will be providing the
lion's share of the congestion nanagenent service?

MR. SCOIT: As | think is pointed out in this response to
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the interrogatory, all ancillary services will be
dom nated by NB Power Ceneration in the short-termdue to
the Iimted nunber of alternatives.

Q - Al right. So am| to now understand that congestion
managenent service is a ancillary service?

MR. SCOIT: |I'msorry. Generation redispatch is not a
specific ancillary service.

Q - Al right. Now could I have you turn to exhibit A-3
which is -- sorry, just before we go, | don't want to --
sorry, can we just go back to the Saint John Energy
response in the area that I showed you

You will see that the response indicates that the
reason for not disclosing this information is that it
woul d cause financial loss to NB Power and financial gain
to its conpetitors.

Do you see that?

MR, SCOIT: Yes.

Q - M. Scott and M. Snowdon, do you think that that is a
reasonabl e justification for the nondi scl osure of
i nformation?

MR, SNOADON:  Yes.

Q - Thank you. Now let's turn to your tariff in section 29.2

which is found in exhibit A-3?

MR. SCOIT: What section please?
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Q - It is section 29.2 entitled "Application Procedures.”

Have you got that, sir?
MR SCOIT: Yes.

Q - Geat. If I could have you turn to page 66. And the
particular reference that I'minterested in your views on
is found in the lines 17 through 24. It is within the
Roman numeral V category.

MR SCOTT: | have it.

Q - Now as | understand part V what you are asking parties to
provide as part of their application is a description of
network resources, right?

MR SCOIT: Yes.

Q - And including in that description -- and this is what

would i ke you to focus on -- it is on |line 17,
" Approxi mate vari abl e generating cost for redispatch
conmput ati ons. "
Do you see that?
MR, SCOIT: Mmm
Q - Does that nean that at all tines redispatch costs will be

made avail able at NB Genco's vari abl e cost?

MR. SCOIT: | don't think this necessarily nmeans that at
all. This is a-- the part of the transm ssion tariff
that deals with network service. It applies to those

custoners who are taking network service under the tariff.
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So presumably they have chosen to go out into the
mar ket to procure a supplier. And so in that sense |
don't see why it necessarily has to apply to NB Power
Ceneration providing their variable cost.

Q - 1 didn't ask you if it necessarily. But what
understand again is that this description -- what you are
asking for fromyour custonmers is a description of your
network or their network resources, right?

MR, SCOIT: Mmm

Q - And that includes, as part of those network resources, a
description of the approximte vari abl e generating cost,
right?

MR SCOIT: Yes.

Q - And does that and will that apply to NB Generation when

NB Ceneration is the network resource?
MR SCOIT: Yes.

Q - So we can expect that when NB Ceneration is providing
redi spatch servi ces, congestion managenent services, that
they will be provided at the variable generating cost?

MR. SCOTT: At the approximate variabl e generating cost.

Q - And you make that clarification because the word

"approxi mate" appears in section 29.2, right?
MR. SCOIT: I'mreading it fromsection 29.2, yes.

Q - wll, we wouldn't expect then that the variabl e cost
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anount for congestion managenent service to be priced at a

mar ket price, would we?

MR. SCOIT: | guess -- well, in terns of this, if I were to

take the exanpl e outside of NB Genco again, when a
custoner submts their application formand indicates
these are the costs of redispatch for the generation
supply, that's information that is provided to the -- is
provided to the transm ssion provider, the operator, so
that the operator can use that information when a
congestion or constraint occurs on the power system and
there is a need for redispatch.

Those costs are put forward as a reasonabl e estinmate.

If you -- if the operator or the transm ssion provider is

required to change it, that's what the generator expects
to be paid in terns of redispatch. And so it should be a
reasonabl e cost.

And | think that that is -- the same would apply to NB
Power Generation as it would to any other supplier, what
t hose costs are.

- Right.

MR. SCOIT: And it is not up to the transm ssion provider to

go out and verify that those are indeed fully cost-based
or what they are.

- O variable cost?
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MR. SCOIT: What the variable cost is, we are expecting --
Q - You are not going to be verifying that they are actually

provi ding you with variable cost information?

MR. SCOTT: W would -- | guess our first assunption would
be that that is the variable cost information. It is not
a market-based rate. |If it is reasonable cost then yes,

we woul d accept that.

Q - So M. Scott, when an application is nmade, are you
telling this Board that you don't perform any type of
verification process in respect of the information that is
provi ded to you?

MR. SCOIT: | didn't say that. | said in respect to the
generation cost information that we would not be going out
and necessarily challenging a supplier and sayi ng these
are not your costs, we need to do a conplete review of
your costs in order to provide that information

|f the costs were reasonable then I think that we
woul d accept that as an approxi mate vari abl e generating
cost .

Q - Al right. Let's go over then -- if that is what
under stand your understanding is of variable generating
cost, let's go over then to article 33.2 if we could
pl ease?

Q - Have you got that, M. Scott?
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MR, SCOIT: Yes.

Q - This is the section of your tariff that deals with
transm ssion constraints, right?

MR, SCOIT: Yes.

Q - At line 28 it indicates that your obligation to custoners
is to obtain redispatch on a | east-cost basis w thout
regard to the ownership of such resources. Do you see
t hat ?

MR. SCOIT: Yes, | do.

Q - My question, sir, is when you say |east cost, |east cost
anongst whont?

MR. SCOIT: The -- as we just got done discussing, as part
of the application for network service the transm ssion
custoner woul d be providing the information on the
generating resources and the transm ssion provider would
have that for all the network resources. And so in terns
of dealing with it on a |l east-cost basis without regard to
ownership, we would select fromall of those resources.

Q - Al of those resources?

MR, SCOIT: Yes.

Q - | thought you just told me, M. Scott, that the lion's
share of congestion managenent service is going to be
provi ded by NB Generation?

MR. SCOTT: Yes, | did.
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Q - So all of those resources is all of those resources owned
by one conpany?
MR. SCOIT: No, it isn't. |If sonmebody was providing for a
network resource and they identified that resource as a
network resource and redi spatch charges associated with

that resources, then we woul d redi spatch according to

those -- that information that we have.
Q - | understand what your intentions are. But | think now
you are putting a hypothetical to me of "if" , if there

were ot her providers of the redispatch service.
Is it the case that NB Generation is going to be the
only provider of this service?

MR. SCOIT: | don't know if NB Generation will be the only
supplier. | presume that any custoner that chooses to go
out and procure transm ssion service through this tariff
and they are a network custoner, then there is -- in al
i kelihood they are doing it to choose a supplier other
than NB Power Ceneration, and in that case there will be
an alternate supplier.

Q - M. Scott, is there going to be an opportunity for
network resources to provide updates or changes to their
approxi mate variabl e cost of redispatch?

MR. SCOIT: | would think that there should be, yes, and --

Q - Is that going to be posted on QASI S?
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MR. SCOIT: |s what going to be posted on the OASIS?

Q - That update.

MR. SCOIT: Well it's certainly not going to be nade
available to all the custoners, no. W would treat that
as confidential information in terns of how we would
r edi spat ch.

But we may nake a nmechanismw thin the OASI S wher eby
custoners could in fact go in and update their costs on a
regul ar basis or whenever they choose to do so. And then
the --

Q - But that is not in your tariff today, is it?

MR SCOTT: The details of that are not in the tariff, but
there is a nunber of things related to our OASI S system
that are not detailed out in this as well.

Q - Thank you. And just -- two |last questions for you, M.
Scott. Just to confirm NB Transco is not purporting to
have any control over the price which NB Generation
provi des congesti on nanagenent service to you at, is that
right? You are not going to be able to go and say that's
too high, give it to ne for sonething | ess?

MR. SNOADON: Are you suggesting we could not chall enge
t hose costs?

Q - Wll can you?

MR SNOADON:  Yes.
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Q - How would you do that?

MR. SNOADON: By asking themto denonstrate where their
costs canme from what their variable costs are if we
suspected that -- as M. Scott said, that the costs were
abnormally high and didn't reflect what the variabl e cost
shoul d be for that type of unit.

Q - Well I thought fromthe answer provided to Saint John
Energy 66 that information is all confidential?

MR. SNOADON: It is between the generator and the
transm ssi on provider.

Q - Onh, between yoursel ves?

MR. SNOADON: O any ot her network resource provider.

Q - | see. Back to the now situation.

MR. SCOTT: W would treat all information that we receive
about generators as confidential information. And that's
contai ned in our standards of conduct.

Q - Under the now situation, M. Scott -- | have anot her
hypot hetical for you. And this is one of ny very | ast
guestions on this area, so ny hypothetical is this.

| magine, if you will, congestion managenent services
being so inordinately high that it caused your overall
rate to increase by nore than 3 percent, all right. Wuld
that trigger a review of that rate by this Board?

MR. SCOIT: |I'mnot sure | could answer that question. |
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don't --

- Well let's try --

MR. SCOIT: -- understand all the paraneters of it for one
t hi ng.

- kay. Let's try the proposed world. Is there any

opportunity for this Board to challenge rate increases
resulting fromincreases in congestion managenent

servi ces?

MR. SCOIT: This Board has jurisdiction over the rates of NB

Power so | presunme they would have the right to chall enge

t hat .

MR. NETTLETON:. | have one other matter to discuss with you
and it requires -- what | did, M. Chairman, is | have
produced a table to discuss with the witnesses. It's a

si npl e docunment. But | thought in light of the sonmewhat
cunber sone | anguage that one can get involved with a
table, a picture says a thousand words.

So |l will ask ny friend, M. Mrrison, if he has any
objection with me proceeding with this table as an aid in

Cross?

MR MORRISON: Gve us a chance to review it for a nonent.

We have no objection, M. Chairnman.

MR. NETTLETON:. Thank you. M ght that be nmarked as an

exhibit, M. Chairnman?
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CHAI RMAN:  There are no objections? That will be JD -5
t hen.

Q - Wat | want to understand, M. Scott, is | want to try
and gain a better understandi ng of energy inbal ance
service. And what | wanted to do with this chart is |
want to suppose there is a firmtaking network service
with two facilities, each with a scheduled | oad of 10
nmegawatts and schedul ed generation of 20 negawatts. And
the firmtakes network service. And so this schedul ed
| oad of 20 negawatts equal s the generation of 20
megawatts. Right?

MR, SCOIT: Mmm

Q - That was a yes?

MR SCOIT: Yes.
Q - Thank you.
MR. SCOIT: Are you assuming in this case that there are --
t hat | osses have been covered?
Q - Yes.
MR. SCOIT: Thank you.

Q - And the assunption also is that the generation obtained

is froma third party. kay.
MR, SCOTT: Ckay.
Q - Now --

MR. SNOADON: You are saying both facilities are third
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party?

Q - Both -- sorry?

MR. SNOADON: Facility A and -- or 1 and 2 are third party?

Q - Both facility 1 and facility 2 represent |oads and they
are both owned by the same conpany.

MR, SNOADON:.  Ckay.

Q - The sanme transm ssion custoner, for exanple. ay. Now
despite the deviation, total load is 20 negawatts and
actual | oad equals actual generation. Right?

MR SCOIT: Yes.

Q - Is there an energy inbalance for this customer?

MR SCOTT: This custoner is a network service custoner?

Q - That is correct.

MR. SCOIT: And they have submtted a schedul e of 20
megawatts. Am | correct -- | just want to make sure that
| amcorrect in what you are --

Q - Yes.

MR. SCOIT: And they have said that that 20 negawatts is
conposed of two |oads. One at facility 1 of 10 negawatts
and the other facility 2 of 10 nmegawatts?

Q - Yes.

MR. SCOIT: And your question now?

Q - Is there an energy inbalance for this customer?

MR. SCOIT: Assuming this is an hourly instance of --
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assuming that there is -- this represents one hour, there
woul d be no energy inbal ance because the requirenent
really is to submt a total energy schedule for that | oad.

| woul d point out, however, at the end of the nonth
the transm ssion tariff charges are not based on the
aggregate | oad, but on the individual sub-station |oads.
So whatever the peak was for the nonth at each facility
woul d determ ne the transm ssion charges.

But in ternms of energy inbalance there would be none
for this hour.

Q - Okay. Now let's go to ny second question using the sane
table. Let's change the assunptions a bit.

Second exanple, let's assune that instead of network
service, we are in point to point service. And we have
facilities at two different |ocations, so two point to
point paths. |[Is there an energy inbal ance for this
cust oner ?

MR. SCOIT: Wiere is the generation in this exanple?
Q - The generation is at a third point.
MR. SCOIT: And so as a result of that, you would have two
pat hs, one to each | oad?
Q - That is correct.
MR. SCOIT: Then yes, in this case there would be energy

i mbal ance for each of those paths.
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And how woul d that be cal cul ated, sir?

MR. SCOTT: The determ nati on woul d be done at those | oads.

There would be -- facility 1 would have an energy
i mbal ance of 10 negawatts. Excuse nme, it would be an
energy inbal ance of 8 nmegawatts in this case because there
is plus and m nus two negawatts of deadband. And then an
additional 8 nmegawatts woul d be -- woul d be energy

i mbal ance and that particular |oad woul d have taken nore
energy than what they scheduled for. And the opposite
woul d be true for facility 2.

So in that second exanple, M. Scott, are you saying that
NBP Transm ssion woul d have to buy | oad to cover that

i mbal ance? |'msorry, buy power.

MR. SCOIT: The way energy inbalance is done is we would not

be able to isolate it to just two |oads. W would | ook at
the total -- the total sum net sumof all of the
i mbal ances. And certainly there would have to be
generation service purchased in order to supply that.

So | guess in answer to your question, for this

particul ar case there is no net energy that is required.

But there is an energy inbalance for this -- for these two
cust oners.
- Thank you. I1d | can have just one mnute please. M.

Scott, if | understand your |ast response, there is no
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requi renent for NBP Transm ssion to acquire | oad but there
woul d still be charges levied with respect to the owners

of facilities 1 and 2 then, right?

MR. SCOIT: | think you neant generation

Sorry, correct. Thank you.

MR. SCOTIT: Assum ng everything el se bal anced out, then

there woul d not be a requirenent for NB Power Transm ssion
to acquire additional resources to cover energy inbal ance
in this particular hour.

However, you have to appreciate that energy inbal ance
is a--1is a nmechanismor an incentive to have
transm ssion custoners schedule their requirenments cl ose
to what they are required to take.

And this hypothetical exanple works out so that there
is no energy inbalance, but it could be just as easily the
situation where they are both in the same direction in
whi ch case we woul d have to purchase this ancillary
servi ce.

So it really is an incentive and there is a penalty
mechani smin place for us to provide this service. It is
our intent as a transm ssion provider that it would be a
fl ow through and that we are not |ooking at this energy
i mbal ance as a nmeans of meking a profit.

Al right. But can we agree, M. Scott, that in this



- 483 - Cross by M. Nettleton -
hypot heti cal situation you have a scenario where there is

no obligation on the transm ssion provider to provide

addi tional service, but there would still be charges
levied to customers -- to the custonmers of facility 1 and
2, right?

MR SCOTT: That is correct.

MR. NETTLETON. One |last mnute. Thank you, gentlenen.
have conpleted my cross exam nation. | appreciate your
tinme.

CHAI RMAN:  Thank you, M. Nettleton. The Board is going to
take a fifteen mnute recess. And when we cone back,
Baysi de Power, if you would like to come up to m ke nunber
5.

(Recess)

CHAI RVAN:  Any prelimnary matters? Go ahead, M.
Net t | et on.

MR. NETTLETON. Thank you, M. Chairman. | m sspoke nyself
and just for the record, while I was and amthrough with
this panel today, | just want to be clear that as it
relates to the NOPR materials that | will be back to
di scuss that with this panel.

CHAI RMAN:  Yes. NOCPR being JDI-4, | presune?

MR NETTLETON: That's correct.

CHAI RMAN:  Yes. No, that's understood. The question is



- 484 - Cross by M. Dinou -
when and | guess we will decide that later on this
afternoon. GCkay. |If there are no other prelimnary
matters, then Bayside Power, who is going to be very short
and is back by the pillar. Wuld you identify yourself
for the --

CROSS EXAM NATI ON BY MR. DI MOU

MR DIMOU. Stacy Dinou, and | will be very short and very
sinple. This is for M. Snowdon. The tariff as is here
is the basically FERC 888 pro forma. The attachnment J
which is, | think, page 152 or 153 is the generator
i nterconnection. That is not part of the FERC pro form.

And I'm sinply asking not where it cane from because |
know that, but if it is firmas it is on the page or if
it'"s a work in progress, so to speak.

MR. SNOADON: The generation interconnection agreenent that
is in our submssion to the Board is a tenplate that we
would wish to follow with a generator com ng on our
system And i ndeed one that we would ask our own
generators to conply wth.

There is a lot of boilerplate information in that
docunent. It's a very conplete docunent. However, we
woul d expect as the generator we are interested in
building in the area or comng into our system that there

woul d be extensive discussion and at tines negotiations.
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And certainly there woul d be changes to that docunent.
MR. DIMOU. Thank you. And that's it.
CHAI RVAN: | woul d request that you give M. McNutt sone
assistance in estimating tinme henceforth. Thank you, sir.
Mai ne Public Service Conpany. M. Belcher, do you
have any questions of this panel, sir.
MR, BELCHER:  Yes.
CHAI RVAN:  Woul d you like to cone up to 5. Thank you

CROGSS EXAM NATI ON BY MR. BELCHER

Q - Thank you, Chairman. You can hear me okay? M questions
are going to be fromexhibit A-5 and exhibit NM SA-1. And
| had asked some questions yesterday about how t he PSA
relates to schedule 4, and that's where I'"'mgoing to
start.

So to begin with, we can in A-5 turn to schedule 4 in
the red line tariff which is page 94.
MR. SNOADON:  You are working off the pro forma, red |ine
ver si on?
Q - Yes, the red line version. That's exhibit A-5.
MR. SNOADON: Page 90, was it?
Q - 94.
MR, SNOADON:  94.
Q - Wiat | would like for is M. Snowdon or M. Scott just to

go down through schedule 4 and explain howit's going to
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work. | do have sonme confusion on the -- on the first
band A general overview of schedul e 4.
MR. SCOIT: Could you be nore specific on --
Q - Yes, | can.
MR. SCOIT: -- what in general that you are |ooking for?
Q - Wiy don't | just go through and ask you questions. It's
nmy understanding that the transm ssion provider will apply
a deviation band of plus or mnus 1 and a half percent
frompoint to point and -- or plus or mnus 10 percent for
networ k custoners? |s that correct?
MR SCOTT: Yes, that's correct.
Q - Okay. In the case of both point to point and network
service --
MR. SNOADON: Excuse me. There is a point of clarification

there. That plus or mnus 10 percent is actually a second

devi ation band, if you |ook on page 91. O, I'msorry,
that's in -- yes, on page 96, | guess, in your copy.
Q - Yes.

MR. SNOADON: It says that the deviation ban and the second
devi ation band cal | ed network service band. So the first
band appli es.

Q - So the band on network service that has to be corrected
is plus or mnus 1 and a half percent or 2 negawatts.

MR. SCOIT: Plus or mnus 1 and a half percent or 2
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megawatts for point to point service.

Q - That's the first band?

MR SCOIT: Yes.

Q - Now on network services the first band is?

MR. SNOADON: It's the greater of the deviation band or plus
or mnus 10 percent.

Q - Okay. And in each case you have 30 days to correct that
or give it back in kind?

MR. SNOADON: That's correct, yes.

Q - And for inbalances within the deviation that have not
been elimnated the energy shortfall will be priced at the
hi gher of 110 percent of 1.85 tinmes the nonthly average
price of nunber 2 fuel oil per barrel and the price paid
by the transm ssion provider for any energency energy
pur chased during that hour?

MR SCOTT: That is correct.

Q - | guess this 110 percent of 185 tinmes nonthly average
price for nunber 2 fuel oil. On the nunber 2 fuel when
and where are those prices derived from You said it's
the average -- nonthly average price of nunber 27?

MR. SCOIT: Yes. There is a price index for fuel oil. And
the price index escapes ny mnd right now. But that's
what it would be based on. There is a standard industry

price index. | could -- | could get that for you.
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Q - Okay. But it is safe to say that it being the nonthly
average price for energy inbal ance that wasn't given back
in kind, you would not know what the price for that energy
-- or the cost for that energy inbalance was until the end
of the nonth?

MR. SNOADON: That's right.

Q - And then for any inbalances in excess of the schedul ed
delivery will be conpensated at the | esser of $18 per
megawatt hour and 80 percent of the marginal cost of
energy. Is it and or or in that case?

MR SCOTT: Normally it would be $18 per nmegawatt hour.
There may be cases where the marginal cost of supply in
the -- is actually less than that. This would be a case -
- a bit of an unusual case where in order to absorb the
excess energy, NB Power woul d have a choi ce of backing
down nucl ear energy or spilling hydro. 1In which case the
cost would be 80 percent of the marginal cost of the
ener gy.

Q - So, for instance, in the spring?

MR SCOIT: Yes.

Q - Yes.

MR. SCOIT: Provided -- and not necessarily in the spring
either. There may be sone other marginal units that could

be backed down. And so it only would occur when the only
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option is to spill hydro or to -- or to back down nucl ear.

There are no other options for absorbing that energy.

Q - So the sentence the | esser of $18 per nmegawatt hour and
80 percent of the margi nal cost of energy, it probably
could be witten a little better or different. To ne that
inplies that you are going to get this cunulative of this
addi ng.

MR. SCOIT: Well, it may not be phrased quite right, but
that's the intent.

Q - Okay. | would just like to go back again to what we --
on the 1.85 tinmes, where does that cone fron? Wat is
t hat ?

MR. SCOIT: That's representative of conbustion turbine
price. For exanple, the MIIbank unit in New Brunsw ck.
Q - kay. So is this equivalent to the heat rate or the

conversion factor for dollars per barrel to get you to

dol | ars per negawatt hour?

MR. SCOIT: It's nmy understanding if you take the 1.85 tines

the fuel price index that's quoted, and it is avail able on

-- | don't knowif it's New York or where. But then that

price will give you a dollars per negawatt hour. And that

price represents the average cost of a CT unit.

Q - This isn't a proxy unit then?

MR. SCOTT: No, | don't -- no, it's not intended to be a
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proxy unit.
Q - Are either of you famliar with the Northern Mine

| ndependent System Admi ni strators' market rol es?

MR. SCOIT: Yes. |I|I'mgenerally famliar with those roles.
Q - And our narket is a bilateral market with a balance in
energy?

MR. SCOIT: That is ny understanding.
Q - And it calculates an hourly clearing price?
MR SCOIT: Yes.

Q - Okay. And our market rules, they are published market
rul es and approved by FERC, is that correct, your
under st andi ng?

MR. SCOIT: It's ny understanding that --

Q - Yes.

MR. SCOIT: -- yes, they are.

Q - Pardon ne while |I struggle through here. And you are

famliar with the Products and Services Agreenent?
MR SCOIT: Yes, | am

Q - And | believe, M. Scott, you were actually on part of
the process of establishing these narket rules or involved
in the process?

MR. SNOADON:  Not in the market rules.
MR. SCOIT: Yes, | was actually involved in sone of the --

in sone of the discussions related to those market rul es.
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kay. Are you aware that based on this schedule 4 that
the Northern Maine ISA -- if the Products and Services
Agreenent was to go away, that the Northern Miine | SA
woul d have to change its market rules and file with FERC
for those changes?
They specifically nmention bands 1, 2 and 3 which woul d

no |l onger exist, is that right?

MR. SCOIT: The bands 1, 2 and 3 as it pertains to the

Products and Services Agreenent, band 1 represented an
energy inbal ance of plus and mnus 1 negawatt hour, which
at the time that NB Power put their transm ssion tariff in
pl ace, that was the FERC standard.

Subsequent to our inplenenting our tariff FERC
extended that bandwi dth to plus and m nus 2 negawatt
hours. And so as a result of that there was a di screpancy
bet ween what was avail able in M ne and what NB Power had.

So to accomodate that market we inplenented a second
band whi ch was band 2, which was another plus and mnus 1
megawatt bandwi dth. And that represented band 2. And we
treated that as inadvertent to accommpdate that, with the
provision that the participants pay for the capacity
associated with that. There was a charge for that.

Then thirdly there was an optional band to acconmopdat e

additional fluctuations in the market, that was a way of
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accomopdati ng regul ati on and frequency control ancillary
service. And that optional band was a further 2
megawatts, so that in total the Northern Maine | SA could
get a plus and m nus 4-negawatt bandw dt h.

And | guess if the question was related to how this
new tariff would affect that, certainly the tariff as it
is proposed today would in fact accomodate band 1 and 2
just by the tariff itself.

The remai ni ng band, band 3, which is an additional 2
megawatts of capacity, our proposal would be that that
woul d be elimnated, because we do have an ancillary
service that can be provided, which is regul ati on and
frequency control.

Q - Thank you. Could you turn to schedule 1 of the Products
and Services Agreenent, exhibit NM SA-1 please? And these
are these bands that you just explained.

On band 1, on the second --

MR. SOLLOWS: \What page?
MR, SNOWDON: Page 1.

Q - It is page 1. But it is schedule 1 in the very -- second

to | ast page.
MR. SNOADON: Second to | ast page of the --
Q - I refer you to band 1, bullet 2, "Energy inside this band

woul d be treated as inadvertent.” And you say the way
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schedul e 4 of your proposed tariff is witten that this
woul d be simlar?
MR. SCOIT: That is correct, yes.

Q - Okay. Are you aware that currently that band under this
Products and Services Agreenment, Northern Miine | SA
actually pays a dollar per negawatt hour for that service,
if there is a plus or mnus 1?

MR. SCOIT: Wuld you repeat that please?

Q - Yes. Currently the way we settle with New Brunsw ck
Power under this PSA is, assune that a schedule was 10
megawatts and the actual was 11. That would create a 1
megawatt band - -

MR SCOIT: Yes.
Q - -- or difference?
MR. SCOIT: Right.

Q - W do not give that back in kind. W actually pay you
the margi nal cost for that. The reason we do that is so
that we can establish a clearing price in that hour that
we can charge back to our narket participants.

Because one of those participants m ght have schedul ed
right on -- had a schedul ed difference of zero but the
ot her one woul d have had a schedul ed difference of 1.

So we have to have sone way to all ocate that beyond

the participants in Maine. And by having an inadvertent
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or giving back in kind, we can no |onger calculate a
clearing price for that hour in real tine.

MR. SCOIT: Yes, | amaware of that. | thought you said the
price was $1. And that is what confused ne --

Q - Oh, I'msorry.
MR. SCOIT: -- a dollar per negawatt.
Q - No. It is the difference in one
MR SCOTT: It threw ne off.
Q - ay.

MR. SCOIT: But there is -- yes. |In order to acconmopdate
the market, and as M. Bel cher has just stated, rather
than receiving the energy and payi ng back the energy in
kind in order to make the market work, a request was nade
subsequent to this Products and Services Agreenent as to
whet her or not NB Power woul d be prepared to put a price
on that.

And we did agree to do that provided that it was an
operator-to-operator indication of the price and that that
i nformati on was kept confidential. And the -- and we did
have an agreenment with the generation marketing division
of NB Power as to what a reasonable price would be.

And so we have established an hourly rate that is
treated within the inadvertent band as a neans of clearing

this inadvertent on an hourly basis.
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And certainly NB Power would be willing to continue
this process with themin an operator-to-operator basis in
order to continue to allow that market in Northern Mine
to function properly.

W see that the treatnment of it as a price for that
hour is simlar to paying back inadvertent though an in-
kind paynent in ternms of energy.

Q - Thank you. Just going down to band 2 --

MR, SCOIT: Yes.

Q - -- the 1 negawatt of annual generation capacity at NB
Power's actual cost according to this agreenent, would
that be the sanme as schedule 3 that is proposed in your
tariff, regulation and frequency control ?

MR. SCOTT: No. In actual fact with the -- with the new

tariff in place the -- sorry, just give ne a nonent
pl ease.
Q - I would like to in exhibit A-5 go to section 28.5, page

69. The system average | oss factor here you have stated
as 3.3 percent?
MR. SCOIT: That's correct.
Q - Wat voltage | evel does this cover?
MR. SCOIT: This average |oss factor covers the conplete
transm ssi on system

Q - And that includes all of the facilities that you have
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i ncluded in your revenue requirenent?

MR SCOTT: Yes, it does.

Q - Okay. Turning to page 84, section 34.2, a determ nation
of network custoner's nonthly network [oad. What is this
section for?

MR. SCOTT: M understanding that this is the description
of the custoner's nonthly network | oad.

Q - Wuld this be the billing determ nant?

MR. SCOIT: No. The billing determnant is -- the billing
-- excuse ne, the billing determ nant is attachnent H of
the tariff, which is in document A-3.

Q - So 34.2 is inconsistent with attachnent H?

MR SCOTT: | amnot sure that it is inconsistent.

Q - Maybe they have no relationship?

MR. SCOIT: This is -- yes, | amnot sure what the network
load is used for. The 34.1, which is just above it, is
where it directs you to the billing determ nant.

Q - Are you aware that typically in the utilities in the US

t hat have approved tariffs with FERC use 34.2 to determ ne

the billing determ nant for network | oad?
MR. SCOTT: | amnot aware of that.
Q - The next question is on section 34.6, power factor. |If

you were a net wor k cust omer - -

MR. SCOIT: Could | just conme back to that previous
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response? Wen | | ook at what the calculation is relative
to howit's determ ned here, this is tal king about a
coi nci dent peak load, and if this was what was used as a
billing determinant in the USor if it was used here, then
the rates for the network service woul d be higher, because
we did initially take what the coincident peak | oad was,
used the identical rate as what is used for point-to-point
service, and then in order to bill custonmers, we took it
out to being a net non-coincident peak.

If you look at the total that -- or that is the way
that we do it. The total revenue that we recover from
t hose custonmers would be the sanme under either billing
met hod. The difference being is that that is the way that
we collect information on our custoners today is through
determ nation of what their peak demand is for the nonth.
We don't have to tie it into any particular hour of the
nmonth in order to determ ne when the coincident peak was.

And quite frankly, we think that it is an inprovenent
over coincident peak billing, because it avoids the
opportunity for someone who coul d guess when the overal
system peak is going to occur fromtaking steps to reduce
their peak demand during that coincident peak. And so we
think that it's probably a fairer way of actually billing

t he custoners.
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- You didn't consider using load ratio share to determ ne

Q
custoners network responsibility?

MR. SCOIT: | amagetting out of ny elenent here a little

bit.

Q - Panel C?

MR. SCOIT: | will have to defer that to the rate design

peopl e.

Q - Back to power factor. This section here is all

underlined, so | assune that it wasn't in the FERC

pr of or ma?

MR. SNOADON: That's correct.
- Wuldn't NB Power give the custoner the opportunity to

Q
make -- to get their power factor corrected prior to
charge them four tines network rate? G ve them sone type
of war ni ng?

MR. SCOIT: Are you saying on a nonthly basis, or you are --
Q - At any tine when you are going to inplenent this penalty.

MR. SCOIT: Well the -- a poor power factor does in fact

represent a burden on the transm ssion system |t does

require nore transm ssion capacity in order to supply that
|l oad. To the extent that the customer could install power

factor correction at its own |oad, that option is
certainly available for themto do.

- What about anot her transm ssion system purchasing the

Q
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net work service? That woul d be an operational --
MR. SNOADON:  Yes, that would be up to that operator to --
it'"s arequirenent in terns of power factor.
Q - Attachnent E?
MR. SCOTT: \What attachnment?

Q - Attachment E, page 138 of the red line. This is a |ist
of point-to-point transm ssion custoners. Does this
include firmand non-firm customners?

MR. SCOTT: These -- this includes a list of all custoners
that have applied for service on the transm ssion -- the
NB Power -- under the NB Power transm ssion.

MR. SNOADON:  Firm and non-firm

MR. SCOIT: Firmand non-firm \Wether or not they have
actually taken service, | can't coment on that right now

Q - On page 147. This is your network operating agreenent,
and this is the ternms and conditions that spell out what
t he custonmer woul d be responsible for in taking network
service, is that correct?

MR. SCOTT: Yes, it is.

Q - WII this have any relationship to any existing
i nterconnection agreenents with the transm ssion custoner?

MR. SCOIT: Do you want to repeat that? | amnot sure
under stand what you are referring to here.

Q - Could this network operating agreenent take precedent
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over any existing interconnection agreenents for the
transm ssi on custoner?

MR. SCOIT: Wen you refer to "interconnection agreenents”
are you saying between two utilities, or are you referring
to an interconnection agreenent?

Q - Two utilities.

MR. SCOIT: No. The interconnection agreenent between the
two utilities would still be in existence. This really
represents an agreenent between a | oad custoner and NB
Power. We woul d expect that all custonmers within the NB
Power transm ssion service territory, all |oad custoners,
woul d be required to sign one of these agreenents.

| guess it would be ny -- or it would nmy understandi ng
that a custonmer in say the Maine Public Service territory
woul d have a simlar type of agreenment with Miine Public
Service, if that's the answer that you are --
Q - Well ny concern was there may be sone common terns
bet ween an i nterconnection agreenent they already have and
t hi s?

MR. SCOIT: No. The interconnection agreenent that we would
have between say NB Power and Maine Public Service would
continue to exist. This represents an operating agreenent
bet ween a | oad custoner specifically wi thin New Brunsw ck

and NB Power .
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So a utility like Eastern Maine Electric Co-op, if they
wanted to take network service, you wouldn't require them

to sign this?

MR. SCOTT: No, we would -- we have an interconnection

agreenent with them

My final questions regarding the expansion --
transm ssi on expansion policy. Could you explain to ne
the difference between the expansion -- transm ssion
expansion policy for point-to-point service and for

net wor k service?

MR. SCOIT: | think for both network service and for point-

t o- point service the sane principles would apply.

- And point-to-point, typically you would pay -- if there

was an expansi on required, you would pay the higher of --
the high out test they call, nmeaning that if your cost to
expand the system from poi nt-to-point was greater than the
exi sting point-to-point rate, then you would pay the

hi gher rate, that way none of the other network custoners
woul d be subsi di zi ng that expansion. Do you agree with

t hat ?

MR. SCOTT: Yes, | do.

- And typically in network service, if there is an

expansion it's rolled in. 1In other words, the cost for

t he upgrade would just be rolled in. Basically because
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your billing determ nant is nmuch higher. You are paying
for your peak demand?

MR. SCOIT: Cenerally speaking, | think that network service
woul d be rolled into the tariff, yes.

Q - Nowin attachment K, which begins on page 324 of your
exhibit A-5, the red |ine version.

MR, SNOADON:  Sorry?

Q - Attachment K, which begins on page 324 of the red line
ver si on.

MR, SNOADON:  Yes.

Q - Is this attachnent K for both point-to-point and network
service?

MR. SNOADON: Yes. Line 14 of attachnent K says both
transm ssi on network expansi on policy for point-to-point
and network service.

Q - Then on page 325 line 20, treatnent of costs for
facilities for new |load. Does this pertain to a network
custoner, this paragraph?

MR. SCOIT: This particular section would be -- apply to
both. A custoner has the option of choosi ng whet her they
want point-to-point or network service.

Q - Right. But as a network customer if | have an increase
in load, usually the cost for expanding our network

upgrades are rolled in?
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MR. SCOIT: And | say generally that would be the case, yes.

MR. SCOIT: However, if -- the way this expansion policy is
witten, is that if there are additional costs then the
transm ssi on customer would be making a contribution to
capi tal

Q - So there would be no advantage for point-to-point or
networ k for expansion of new | oad under the proposed
policy?

MR. SCOTT: No, there should not be.

MR. BELCHER. Thank you. | am done.

CHAl RVAN: M. Dionne, Perth-Andover?

MR DIONNE: We will be asking our questions with Saint John
Energy, M. Chairnan.

CHAI RMAN:  Thank you, sir.

Just a comment that | would like to make. And it
seens to me or it just sort of appears to nme that sone of
t he questions that the whol esal e custonmers are asking are
because they just sinply don't know the answers to those
guesti ons.

And | wonder if approaches have been nade to officials
at NB Power to get a greater appreciation of how things
are going to conme to pass on the 1st of April has

occurred.
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Rat her than -- | guess what |I'mtrying to say, rather
than taking up the tine of all the parties to the hearing,
if you just approach sone of NB Power's w tnesses, et
cetera before they take the stand or during breaks or
what ever and ask some of those questions.

Now | have no criticismat all for questions that are
leading up to a point in reference to the tariff. But
sone are just generally trying to figure out howit is al
goi ng to worKk.

And now with that in mnd | will know that M. Young
of course won't say anything like -- I'"msorry. | better
go first with M. Knight of the Departnent of Natura
Resour ces and Energy.

MR. KNI GHT: W have no questions for this panel.

MR, SNOADON:  Just a comment.

CHAI RVAN:  Yes.

MR. SNOADON: W certainly support that direction fromthe
Chair to entertain such questions.

CHAI RVAN: Okay. Well, don't worry about the rules
applicable to witnesses when it cones to sonething |ike
that, as to conversing while they are on the stand.

Just check with your counsel or what not before you
start talking. But | think we can cut out a fair anount

of questions if we were to do that.
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M. Knight?
MR. KNI GHT: No questi ons.
CHAI RVAN:  Thank you. And Nova Scotia is not here.
So M. Young?
MR YOUNG M. Chairman, further to your conments, | guess
bet ween the municipal utilities and NB Power, we are
i nvolved in that process right now.
CHAI RVAN:  Good.
MR YOUNG And we will hopefully conme to a good ending here
and reduce the questions very quickly.

CROSS EXAM NATI ON BY MR YOUNG

- M. Snowdon and M. Scott, good afternoon. Most of our
prepared questi ons have been asked by fellow I ntervenors.
| will ask the renmaining questions as a followup to
previous nunicipal utility interrogatories and issues
raised fromthe earlier Intervenors.
| will reference a few exhibits in ny cross
exam nation. But ny intentions are not to use these
exhi bits page by page, just a reference where we are
com ng from
M. Snowdon, how is NB Power progressing on the
programto install revenue quality KVA neters in the
remaining third of its distribution substations?

MR. SNOADON: We have assigned a Project Manager to | ook
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after that. And |'mscheduled to sit down with himand to
review the progress of that actually next week or actually
the foll ow ng week.

And we have every intention to have KVA netering
installed before April 1st of 2003 in all those
subst ati ons.

Q - Thank you. Next question, the focus is on partial SOS

supply. Could you please confirmthat rnunici pal
el ectrical utilities that choose to take only a portion of
its supply from conpetitive sources needs to nmake
arrangenents for the transm ssion only for that portion?

Do you want an exanple for that, just to clarify it?

MR. SNOADON: That woul d help certainly.

Q - Minicipal electrical utility wanting to supply SGS for
the default custoners that don't wi sh to choose, al ong
wi th other products for custonmers that do want to choose,
i.e. green power, tinme of use?

MR SNOADON: |'mstill not clear what you are asking. Are
you sayi ng you have 100-negawatt | oad and you have got 95
percent want to take SOS and 5 negawatts does not want to
t ake SOS?

Q - That is correct.

MR. SNOADON:  And woul d you --

Q - WII only be charged the 5 percent that don't want to
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take SOS, that are going to be hooked up to the
transm ssi on systenf
MR. SNOADON: This 5 percent is being supplied by a
bilateral or --

Q - Sure.

MR. SCOTT: WAs your question relating to how nuch
transm ssion capacity is required?

Q - Correct.

MR. SCOIT: The transm ssion capacity is deternmined at a
poi nt of delivery, in other words that each substation --
if a municipal utility has custonmers -- and | assune at
that | evel those custoners are residential custoners,
within their system that want to sonehow take service,
that would be -- have to be managed by the nunicipality.

We woul d continue to require transm ssion service to
be determ ned at the point of delivery, and that charges
woul d be a charge based on that.

Q - So that would nmean that the municipal utility would only
have to arrange for the transportation for the 5 negawatts
or the 5 percent. [If it is sonmething involved in that SOS
it is already a bundl ed system bei ng | ooked after?

MR. SCOIT: The -- | guess the answer to that would be --
woul d be yes in terns of the anpunt that is being

purchased by the third party.
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But there would have to be sone type of coordination
done with the SOS supplier to determ ne how nuch usage
falls under SOS and how much falls under the separated
| oad requirenents.

From a transm ssion perspective we would have a total
-- total transmi ssion charge. |If the custoner is taking
network service, we would conme up with a bill and ask who
we send it to.

Presumably if we were to send it to the whol esal e
custoner they could identify how nmuch of that was factored
under SOS supply and get a credit for that or some other
nmet hod.

But froma transm ssion provider perspective, we only
have one point to determ ne what the cost is.

| was just looking for a yes. That was a good
expl anation. Thank you.
Next area would be the OASIS system Pl ease explain

who is eligible to have full access to OASI S?

MR. SNOWDON:  All transm ssi on custoners.

What are the costs involved with the systemor getting

t he systenf

MR. SNOADON: There is a very nom nal charge. There is a

sonme security-tight software that needs to be install ed.

|"mnot sure of the charge, 50, hundred dollars, sonething
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in that order of magnitude would buy the software, to
install the security.

You woul d nake application to NB Power Transm ssion to
beconme a transm ssion custoner, go through appropriate
credit requirenents, those types of things and then -- to
becone a custoner or have access, full access to the OASI S
system

Could only a transm ssion custoner have access to that

OASI S systenf

MR. SCOIT: As opposed to?
CHAI RVAN:  The regul ator?
MR. YOUNG That's one.

MR. SCOIT: Can you give ne --

Part 2 of that question, besides the regulator, how about
if we being an SOS supplier and as NB Power has told us
that it m ght be through their NB Disco, we would not be a
di rect custoner of the transm ssion system yet nme nay
want to nonitor.

Wul d that be possible or appropriate?

MR. SCOIT: CQur QASIS system has two types of accesses. One

is the viewonly. And | presune that would be what we
woul d offer to the regul ator.

The other is a full access where the custonmer can go
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in and actually purchase and reserve transn ssion capacity
and schedul e energy on the transm ssion system
Q - Is that the only difference between the two versions?
MR. SCOIT: Yes. It is ny understanding, yes.
Q - Thank you.

MR. SCOIT: Sorry. There are sonme additional things
associated with the particular custoner. W have areas
within the OASI S systemthat each specific custoner can
access. And that is the information that is confidential
to that custoner.

MR SNOADON: So it is partitioned in other words. The
secure site is partitioned so that the custonmer only sees
the information related to their transactions and their
busi ness. They can't see what other custoners are doing.

The reservations thensel ves are open to everybody. So
there is commpn areas in this. And then there are
partitioned areas.

Q - Do the Public Utilities Board have access to only the
partitioned areas or the whole systen?

MR. SCOTT: |I'msure we could have one that was avail able so
that the Public UWilities Board could see the conplete
syst em

Q - Next issue, just a followup on the cross exam nation of

Baysi de Power earlier.
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Coul d you pl ease outline which parts of the tariff
docunent, i.e. the body, schedules, attachnments are direct
copi es of FERC 888 pro forma docunent and whi ch are nmade
in New Brunsw ck?

What is -- I"'mjust trying to get a handl e on what
version is obtained from FERC 888 and what cane out of NB
Power .

MR. SNOADON: There is a red line version in A-5 | believe
that shows the differences. That was a request of an IR
| believe.

MR SCOTT: So if the text is | believe a double underlined
then that is inserted.

Q - kay. FERCis in the process of putting in place a
standard market design that will supersede FERC 888 and in
particul ar does not include point to point service. Does
NB Power believe it has to revise the tariff to continue
to meet FERC s idea of reciprocity?

MR. SNOADON:. No. W are filing this tariff as part of the
recommendati on com ng out of the market design conmttee,
which is to foll ow FERC 888, 889 pro forma tariff.

Q - Thank you. Do you agree that setting up the |osses, the
sanme for both point to point and network is in line with
the direction FERC is heading currently?

MR. SNOADON:  Yes, it is the --
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Q - That's all 1'"mlooking for, thank you

MR. SNOADON: Yes. Al | was going to say is it's standard
FERC policy according to 888, 889.

Q - The next question. For network integration service,
pl ease confirmthat billing and billing determi nate is on
a per delivery point basis even if there are nultiple
nmeters at a sub-station

MR SNOADON:  Yes, that's true.

Q - Does this apply -- does this also apply to sub-stations
t hat have several neters that should be aggregated, such
that the billing determnate is to coincident peak?

MR. SNOADON: There are all at one point of delivery?

Q - Yes.

MR SNOADON:  Yes, that's true.

Q - Thank you. W are getting along. The next itemwould be
aggregating delivery points. Wat is the billing
determ nate when nmultiple delivery points are aggregated
under network integration service?

MR. SCOIT: The energy can be aggregated in ternms of a
schedule. But the transm ssion charges are by delivery
point. They are not aggregated.

Q - Is the billing on the basis of its peak denmand regardl ess
of it being part of the aggregated group?

MR. SCOIT: The transm ssion billing is on peak denand at
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each individual delivery point.

Q - WII each distribution substation of NB Power Disco be
treated in this manner?

MR SCOTT: Yes, it wll.

Q - Thank you. Has NB Power made application to the Public
Uility Board for residential interval nmetering as a | ead
up to providing a tine of use tariff for residential
cust oners?

MR. SCOIT: |'mnot aware of what is being done relative to
the tinme of use. There is a policy out there. But I'm

not sure what progress has been made or where things are

at .
Q - Just a question in reference to a previous cross fromJD
to this panel. How do the costs of ancillary services

whi ch you have devel oped on the basis of a proxy generator
conpare to actual costs of ancillary services in
surroundi ng transm ssion systens? Just equal to, |ower
t han, hi gher than?

MR. SNOADON: | believe there is an IR on that. [|f you
could just give ne a second | think I can find it.

MR. MORRI SON: M. Chairman, maybe if this is going to take
Il ong, we could take five mnutes, unless it hinges on
further questioning fromM. --

CHAI RVAN:  Does anybody here know where it is? Your
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suggestion has not been taken, M. Morrison.
MR. MORRI SON:  Thank you, M. Chairnan.

Q - M. Snowdon, | don't think it's an overly urgent issue.
| f you want to get back to nme in the norning, that's fine.
Just with -- you know, ny perspective is just making sure
NB CGenco doesn't -- you know, they are not giving val ue
away outside the province.

MR. SNOADON: My recollection is that they are conparable.

Q - It sounds good.
MR. SNOADON: | can confirmthat on break or --
Q - | would appreciate that.

MR SNOADON:  Yes.
Q - My last two questions are actually quite easy ones,
hope. M. Snowdon, is the point-to-point service in any
way subsi di zing the network service?
MR. SNOADON: That is not ny understandi ng.
Q - Thank you. Does the QOATT system M. Scott, treat the
| osses for all the transm ssion custoners, industrial and
whol esal e, in the sane nmanner?
MR. SCOTT: Absolutely.
MR. YOUNG Thank you, M. Scott. M. Chairnman, that's the
end of ny cross.
CHAI RMAN:  Thank you, M. Young. WPS Energy Services? M.

MacDougal | has gone hone.
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That | eaves Board Counsel, and we all know how
i naccurate he is in estimating. And he told ne during the
break that he woul d be about an hour. |Is that right, M.
MacNut t ?

MR. MACNUTT: That's getting shorter as | get nore questions
as the afternoon has progressed. | hate to say it, but it
m ght be appropriate to go over until the norning. | have
been suggested that it mght take nme less tine than
woul d ot herw se.

CHAI RVAN: | concur, M. MacNutt. We will rise then and
reconvene at 9:30 in the norning.

MR. MACNUTT: M. Chairman, a nunber of counsel and persons
have addressed nme on the matter of scheduling. 1Is there
any consideration been given to what will happen?

CHAI RMAN: M. MacNutt, if you will pull the mke a little
closer I mght be able to engage you in this.

MR. MACNUTT: | could do bellow or | could do this, yes.
Sonme questions have been addressed to ne with respect to
schedul i ng, should we include this panel tonorrow?

CHAI RMAN: Wl |l who wants to put sonme suggestions on the
table? M. Snellie?

MR. SMELLIE: | have one, M. Chairman. And | will tell you
at the outset it's purely selfish on our part. M

understanding is that next week you have schedul ed the
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Enmera and SPI wi tnesses beginning on the 27th. W have no
guestions for that panel. And so the first thing I'm
going to do is ask that we be excused.

CHAI RVAN:  Certainly.

MR SMELLIE: The second matter of course concerns the -- |
was going to say hang over, but I won't say that. The
out standi ng cross-exam nation of Panel D in respect of
exhibit JDI-4. |If that was to be schedul ed for next week,
t hat would nean that M. Nettleton would have to cone not
just fromaway, but fromfar away at some consi derable
cost for what prom ses to be a reasonably short cross-
exam nation

My suggestion to your counsel was with your | eave,
per haps we could schedule, if it's convenient to the
W t nesses, that short stub at the opening of the second
segnent of the hearing on Decenber the 9th, such that we
woul dn't have to cone back for that specific purpose.

CHAI RVAN:  Well, certainly fromthe Board' s perspective that
makes good sense, M. Snellie. | just ask Counsel or the
parties, does anybody have any problemw th doing it in
t hat fashi on?

MR. MORRI SON: W have no problem M. Chairnman. And of
course any redirect that we would have woul d fol |l ow

i medi ately after that.
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CHAI RVAN:  Yes.
And the only other thing I was going to say,

MR, SMELLI E:

in the mdst of everything else, M.

M. Chairman, is that

Hashey and | have not yet had a chance to sit down and

tal k about the Panel B presentation.

But we are going to try and do that in a mnute. And

if it is appropriate to report to you on that tonorrow, we

will.

O herwise if we are going to have a tiff about it,

there will be some witten subni ssions conmng to you, so

that you can get a flavor for what the nature of the issue

is, at least fromny side. Thank you, sir.

|f there are no

CHAI RMAN: Good. Thank you, M. Snellie.

other matters we wl |
MR. HASHEY: M. Chairman --

CHAI RMAN:  Yes, M. Hashey.

on the point that M. Snellie just made,

MR HASHEY: --
tend to agree. There has been sonme di scussi on.

M. Snellie has objected to nmy Panel B presentation. |

don't think we are going to really reach a solution on

t hat .
| think it is -- 1 will certainly talk to him |I'm

happy to talk to nmy friend on this issue. But we have

| still believe that this

exchanged correspondence.
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presentation is necessary. And | will explain that to M.
Snellie and to the Board if necessary as well.

Maybe what we should do is submt our positions to M.
MacNutt or nmeet with M. MacNutt and then submt themto
hi m so he can then advise the Board and the Board has a
heads- up.

Qobviously that is something that should be deci ded not
necessarily tonorrow but obviously has to be by next week
during our hearings, so that we can advise if there is to
be any changes in the presentation.

Qoviously we will need sone tinme to correct that which
of course the followi ng week woul d be adequat e.

CHAI RVAN:  The Board certainly feels confident in leaving it
with you three gentlemen to work out the best that you can
ei ther toni ght or tonorrow norning.

Al right. Then we will reconvene at 9:30 tonorrow
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.

Reporter



