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CHAI RMAN:  Good norning, |adies and gentlenmen. |If |
mght, | will take appearances to begin the week. The
applicant, NB Power Corporation.

MR. MORRI SON: Terry Morrison and David Hashey for the
applicant, M. Chairman, with vari ous NB Power staff.

CHAI RVAN:  Thank you. And wel cone to various. Fornal
i ntervenors, Bayside Power? Canadi an Manufacturers and
Exporters, New Brunswi ck Division?

MR. SMELLIE: Good nmorning, M. Chairman. J.H Snellie and

Gordon Nettl eton, Canadi an Manufacturers and Exporters.
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And while I'mat it, J.D. Irving, as well.
CHAI RMAN:  Thank you, M. Snellie. The Cty of Summerside?
Emera Energy Inc.?

MR. ZED. Peter Zed, M. Chairman, on behalf of Enera Energy
Inc. And I'mjoined by Janes Connors and Mark Si debottom
who will constitute the Panel this norning.

CHAI RMAN:  Thank you, M. Zed. And you are here also for
Nova Scotia Power |nc.?

MR ZED: Yes, sir.

CHAI RMAN:  Thanks. Energy Ednundston? M. GIllis, Junior.

MR. ALBERT: Thank you, M. Chairman, ny nane is Richard
Al bert. 1'mhere on behalf of M. Gllis.

CHAl RVAN:  And t he surnanme was Ri chard?

MR ALBERT: Albert, A l-b-e-r-t.

CHAI RVAN:  Thank you, M. Albert. Maine Public Service
Conmpany? Northern Mine | ndependent System Admi ni strator?
Pert h- Andover, M. Dionne is here, | think is he? Yes,
M. Dionne is here.

Provi nce of New Brunsw ck DNRE?

MR. BARNETT: Don Barnett, joined by JimKnight, Natural
Resour ces and Ener gy.

CHAI RMAN: Okay. Thank you, M. Barnett. Raise your hand
when you are about to speak to help the technician in the

rear.
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Provi nce of Nova Scotia Departmnment of Energy? Saint
John Energy, M. Young is here and M. Gornman.

MR. YOUNG Yes, M. Chairnman, M. Young, Dana Young
acconpani ed by Jan Carr and Ray Gor nman.

CHAI RMAN:  WPS Energy Services Inc.? Board Counsel ?

MR. MACNUTT: Peter MacNutt, and | have with nme Doug Coss,
Gaye Drescher, Jim Easson and John Lawt on, Board Staff.

CHAIRVAN: Al right. M. Mrrison, any prelimnary
matters?

MR MORRISON: Not at this tine, M. Chairman. But |
believe M. Zed nmay have a conment.

CHAI RVAN: M. Zed?

MR ZED: M. Chair, | understand that, with the Board's
i ndul gence, the Enmera Energy Panel will be sworn. | just
have one correction | noted in our evidence, the Enera
Ener gy evi dence on page 7.

CHAI RVAN:  That's exhibit EEl 17?

MR ZED:. Yes, M. Chair. Page 7, line 20, there is a
reference to an IR-28. And that is actually an NSPI IR as
opposed to an Enera Energy IR

CHAI RVAN:  Waich |ine was that?

MR. ZED. Line 20, page 7.

CHAI RVAN:  Line 20. Ckay.

MR. ZED:. And, secondly, | thought it appropriate there was
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an undertaki ng we gave at the conclusion of last day's
testimony. And | didn't arrange for that introduction,
al though it's quite wel cone.

CHAI RMAN:  Yes. Perhaps you should speak to them and bring
it with you often, M. Zed.

MR. ZED: The undertaking was with respect to testinony that
M. Whal en had given and a question posed by the Chair
asking, | believe, whether or not |egislative anendnent
was required in Nova Scotia before NSPI could enact or
seek approval of an QATT tariff.

And while | am prepared to answer it, | thought it
nore appropriate if M. Connors did as VP Regul atory
Affairs. He would be quite prepared to speak to that and
answer any questions the Board or anybody m ght have of
that issue. So if they could take the stand, we wl|
proceed in that fashion.

CHAIRVAN: Al right. As soon as the prelimnary matters
are over, then that would be -- that would be fine.

MR ZED. Yes.

CHAIRVAN: M. Snellie?

MR. SMELLIE: Thank you sir. Two matters. Firstly, after
we rose in Novenber, M. Nettleton and | with JD Irving
considered the issue of the Federal Energy Regul atory

Comm ssion's notice of proposed rule making or NOPR, dated
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July the 3lst.

And | wote to the secretary on Novenber the 28th and
provi ded her with 15 copies of what | will call and
expanded excerpt fromthat |engthy docunent, for the
reason that in our view it nade nore sense and gave better
context to the issues that ny colleague is going to
address with Panel D | ater today.

The docunent was also circulated to interested
parties. And | have spoken with nmy friend -- with ny
friends for New Brunswi ck Power and they have no
difficulty with that docunent being nmarked as an exhibit.

And if that could be done, | would be grateful, sir.

CHAI RVAN: M ght as well do it now. And ny records indicate
that should be JDI-6. So that's not the total docunent,
M. Snmellie. 1It's just an expanded excerpt?

MR SMELLIE: Parts 1 to 3, M. Chairman, of the FERC NOPR
of July 31 of this year

CHAI RVAN:  Thank you.

MR SMELLIE: The second matter, sir, concerns --

CHAI RVAN:  Yes, go ahead.

MR. SMELLIE: -- a response to an interrogatory from New
Brunswi ck Power directed to JD Irving. And in particular
it's information or interrogatory 9.

The question, M. Chairman, asked for the basis for
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certain assertions that had been made in the evidence of
M. Msher. And in particular the statenent that is
referenced is this and | quote, "As well, the rate
i ncreases for current self-generators in New Brunsw ck are
expected to be significantly above 50 percent."”

We did provide a response in respect of interrogatory
number 9, M. Chairman. As a result of discussions with
my friends for New Brunswi ck Power, what | wi sh to tender
today is a supplenentary response to that interrogatory,
with some further and, hopefully, better information
concerning the question that New Brunswi ck Power asked.
Again, | have spoken to ny friend, M. Hashey, about this.

And | gather he has no difficulty with it.

CHAI RMAN:  Okay. So that will be exhibit JDI-7.

MR. SMELLIE: Thank you, sir.

CHAIRVAN:. M. Snellie, that's an expanded answer to which
i nterrogatory?

MR. SMELLIE: It's a supplenmentary response fromJD Irving
Limted to NB Power interrogatory nunber 9.

CHAI RVAN:  Thank you.

MR SMELLIE: That's all | have, M. Chairman.

CHAI RMAN:  Thank you, M. Snellie. Any other prelimnary
matters?

Just before | ask M. Zed to have the Enera -- or
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while the Enera Panel is coming up and getting settled,

will go over a couple of other things, if | mght.

After this Panel is concluded, then Panel D w | be
recalled, and we will deal with JDI, | guess, it's 6 or 7,
whatever it is. And then we will go on to Panel B after
that. Okay.

(MARK SI DEBOTTOM and JAMES L. CONNORS, sworn)

CHAl RMAN:  Go ahead, M. Zed.

DI RECT EXAM NATI ON BY MR ZED:

- CGentlenen, just for the record could you pl ease state
your names and your positions?

MR. CONNORS: My nanme is Jim Connors. |'m Vice-president,

Regul atory Affairs for Enera Inc., the parent conpany of

Emer a Energy.

MR. SIDEBOTTOM And |'m Mark Sidebottom Director of

Operations for Enera Energy.

Now M. Connors, before giving a sunmary of the evidence
on behalf of Enera Energy, | wonder if you m ght respond
to a question put by the Chair at the conclusion of |ast
day' s neeting.

And the question is basically whether or not any
regul atory or statutory change is required to be enacted
by the Province of Nova Scotia before NSPI would be able

to file an open access transm ssion tariff?
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MR. CONNORS: Yes, | will do that, M. Zed. Good norning,
M. Chair and Conm ssioners.

Last day you asked whet her or not Nova Scotia Power
had the ability legally to file its own application for a
transm ssion tariff in advance of the process which the
government has presently undertaken in Nova Scotia for
policy devel opnent.

| think the short answer to the question is probably
yes, we could but that it would probably not be prudent
that we follow that course.

Under the Public Uilities Act, and |I'm sure you are
aware of it, the Utility and Review Board in Nova Scotia
has a very broad and general supervision of Nova Scotia
Power. Indeed it has virtually conplete regulatory
authority over it.

So that at first blush nost of us would think and be
of the view that the conpany could legally present a
transm ssion tariff application and the Board have
jurisdiction to deal with it.

Now | think |ast week when Mel Whalen testified he
drew your attention to section 55 (a) of the Public
Utilities Act. That was an anendnent to the Act which
permts third parties by contract with Nova Scotia Power

and with the approval of the Uility and Revi ew Board to
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wheel power out of the province.

The section however says not hi ng about wheel i ng power
t hrough the province or wheeling power into the province.

And as a result of that sone would raise a reservation
and say since it has not been specifically dealt wth,
perhaps that power is not there. And | believe that M.
Whal en was raising that kind of a question with you when
he testified.

In my owmn view | would go back to the genera
overriding and broad power of the Board and still suggest
that a good argument could be nade to say that
notw t hstandi ng that particular section that the Board
could entertain such an application.

But the real question, M. Chairman, in our mnd is
woul d the Board do so? There is a process of policy
devel opnment under way in Nova Scotia at this point in tine
wher eby the governnment has in the strategy announced
approximately a year ago established an electricity
mar ket pl ace gover nance conmitt ee.

It is conprised of Nova Scotia Power and a broad array
of stakeholders. And it is mandated to give the
government advice on a nunber of topics including
transm ssion tariffs.

The governnent in the energy strategy al so indicated



- 683 - Messrs. Sidebottom and Connors -
that upon receiving that report it wi shes to give, and |
will quote fromit, "Policy direction to the UARB to
aut hori ze open access transm ssion."

So ny -- our point would be that the governnent,
having set up this process, even if we were to proceed to
the Board to file an application for a transm ssion
tariff, we would probably find the Board saying, don't you
think you ought to wait till the governnent process runs
its course. And we would have to agree with that.

And so provided the governnent process is proceedi ng
in good faith and noving al ong reasonably well tinew se,
we think that even though the Board probably has the
authority to entertain such an application, it would want
us to wait. And we think we ought to wait and work with
t hat process.

Timewise | can tell you, M. Chairman, that the
process in Nova Scotia is noving reasonably quickly. The
government announced its policy after virtually a year of
consul tation

The El ectricity Marketplace Conmittee which was
structured | ast year has been proceedi ng al ong, working
very, very diligently, indeed in the |ast six weeks has
had five day-long neetings, is on the verge of sending to

the Mnister its interimreport. And its interimreport
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deals with transm ssion access matters within the
framewor k of the energy strategy.

So in summary then, M. Chair, nmy answer to your
guestion is that Nova Scotia Power could probably apply to
t he Board.

And the Board probably has the legal authority to take
a transm ssion tariff application, but that in the
ci rcunst ances of the policy devel opnment process under way,
the prudent thing would be to wait and to work with that
policy process as long as it is proceedi ng reasonably
qui ckly, which we think it is.

CHAI RMAN:  Thank you, M. Connors. That certainly concurs
with nmy |ast reading of the Nova Scotia |legislation. The
only restriction with that Board is in fact a review of
the capital expenditures in reference to Point Aconi as |
recol | ect things.

Anyhow so be it. M. Zed, go ahead.

Q - M. Connors, | would ask you just to briefly sumrari ze
t he Enera evi dence?
MR. CONNORS: | also wanted to take this opportunity, M.
Chai rman and Comm ssioners, to thank you for giving us as
Enmera Energy the opportunity to express our views on the
proposed new open access transmission tariff here in New

Br unswi ck.
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| wanted to begin though by offering our apologies to
you for the nonappearance of our panel on the |ast day.
Wen we were first called about the possibility of putting
a panel forward and hel ping things flow snmoothly on the
27th, we certainly thought that we would be able to do so.

Two of our panel nenbers were involved in another
rather delicate matter, but we genuinely thought it would
have been concluded by that tinme and were rather
enbarrassed to find ourselves on the 27th with it not
bei ng concluded. W appreciated very nuch your
under standi ng | ast day and your agreenment to adjourn until
t oday.

Today however it is even nore enbarrassi ng because
that matter in which they are involved continues. And it
is sinply -- it is not an issue of which is nore
inmportant. It is a nmatter of these two fellows are
wor ki ng on that matter. And they are the only two peopl e.

And having begun it they are the ones who have got to
finishit.

So as a result, M. Sidebottom and nyself are stepping
into the breach. It certainly should go w thout saying
that we will do our best to respond to your questions.

But | wanted to first of all apol ogize to you should our

appear ance cause any inconvenience to either you or the
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menbers or anyone el se.

M. Chairman, Enera Inc. is a diversified energy and
servi ces conpany whose nmarket is the northeastern North
America. Qur three primary subsidiaries are Nova Scoti a
Power, Bangor Hydro and Enmera Energy I nc.

And M. Sidebottomand | appear this norning as the
panel supporting the evidence filed by the subsidiary
Emera Energy Inc.

That conpany in particular is focused on acquiring and
growi ng energy investnents in the northeastern region. It
is through that conpany that we hold our interests in the
Maritimes and Northeast pipeline, the Sable offshore
energy project, in Emera Fuels which is serving hone
heati ng customers here in New Brunswick as well as in
Prince Edward |sland and Nova Scotia, the G eyhawk natura
gas storage project in the state of New YorKk.

We al so through this conmpany own Enmera Energy Services
which is a conpany active in the northeastern United
States under a FERC authorization with regard to the
whol esal e selling of electricity energy.

And we have ot her busi ness devel opnent activities
being carried out consistent with the overall direction to
be involved in energy activities in this region.

M. Chairman and Comm ssioners, in the recent Speech
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From The Throne in the Province of New Brunsw ck the
government reiterated its commtnent to a deliberate and
controll ed approach to electricity restructuring and
mar ket conpetitiveness.

And at Enmera Energy we believe in principle that the
el ectricity market changes proposed by the governnent
together with this new New Brunswi ck Power tariff are very
positive steps. And we want the Board to note our
encour agenment and our appreciation and our agreenment with
those general -- as matters of general principle.

We say however that the extent to which the benefits
of these actions will flow to customers here in New
Brunswi ck will depend in part upon who participates in the
mar ket after it is open.

Participation by potential future conpetitors of New
Brunswi ck Power will in turn be dependent upon whether the
structures adopted for the new market will be fair,
nondi scrimnatory and not act as unreasonable barriers to
entry.

We woul d urge you to consider that a well-constructed
regul atory environnent is necessary and vital to enable
not only Emera Energy but indeed other potential market
entrants to nake long-termfinancial and other conmtnents

to participate in the New Brunsw ck market.
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Now we view -- as we view the application for New
Brunswi ck's first open access transmission tariff, we are
quite pleased. There is very, very little that we would
take issue with in what has been put before you.

But we do have three matters which we feel are
i nportant and which | eft unaddressed could act or would
act as barriers to entry in the New Brunsw ck market and
woul d work contrary to the policy objectives behind the
proposed transm ssion tariff.

We have presented brief evidence and suggested sone
solutions to you with regard to those nmatters. First of
all is the initial allocation of transm ssion capacity.
Fair and equitable access to transmission in the New
Brunswi ck mar ket when the narket opens for conpetitive
choice on April 1st 2003 will be critical for any new
mar ket entrant to participate in the market for a
sust ai ned peri od.

As such Enmera Energy supports the use of the FERC
transm ssion allocation nmethodol ogy whereby al
transm ssion held by New Brunswi ck Power and not capacity
and not backstopped or connected to bona fide third party
contracts woul d be open to an auction process in an open
and nondi scrimnatory matter.

W nmake it very clear -- and | want to enphasize again
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that this does not include any transm ssion for which a
third party has contracted with Nova Scotia -- or New
Brunswi ck Power as the transm ssion provider.

Gven that this will be the first tine a tariff is
before this Board for approval, Enmera Energy believes that
all transm ssion allocations that derive fromthe 1998
al I ocati on process should not be preserved unless again
they are supported by an existing -- and that would be as
of market opening on April 1st 2003 -- unless they are
supported by an existing contract with a bona fide third
party.

Reservations that New Brunsw ck Power has nade with
itself, we would argue or submt are not bona fide and
ought not to be protected or preserved fromthe open
process that we advocate and which FERC was the origi nator
of .

We also note that in 1998 New Brunsw ck Power of
course was not subject to your regulatory supervision in
this regard. W see that now with the regul atory
certainty that your overview brings to the process,
together with the changes that the governnent is
proposi ng, that we believe that new market entrants wll
i ndeed then be able to fairly conpete for transm ssion

access in a nondiscrimnatory environment.
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Qur second issue is |osses, M. Chairman. Enera
Ener gy supports the proposal that average system | osses
shoul d be used for network service. However the existing
policy of conputing specific nonthly path | osses for
poi nt -t o- poi nt service should be conti nued.

Comput ed | osses by path provide a fairer and nore
accurate method for determining the inpact of a particular
transaction on the New Brunswi ck Power system

It bears repeating that market participants nmust have
clear price signals when they make transactional or
capital investnents in the province.

By preserving the present specific path |osses
nmet hodol ogy, this will continue to send clear price
signals to the market.

And finally our third issue is energy inbal ance.

Enmera Energy conpletely agrees with New Brunsw ck Power

t hat energy inbal ance nust be addressed in the

transm ssion tariff. Qur concern is that the nethodol ogy
chosen by New Brunswi ck Power does not reflect the true
cost of supplying this service.

In a truly open market this issue would be resol ved by
usi ng the posted hourly market clearing price. However in
this market proposed for New Brunswick this is not a

practical option and is not contenpl ated under the new
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structures proposed by the governnent.

Enmera Energy contends though that the proxy for an
open nar ket price now proposed by New Brunswi ck Power will
not fully or properly account for the true cost of that
servi ce.

We have suggested and are prepared to engage in
di scussi on today of proposed proxies that we think would
nore closely reflect the true cost of service for this
i mportant service.

So M. Chairman and Conmi ssioners, again we appreciate
the opportunity to be with you here today. And thank you
very rmuch

CHAI RMAN:  Thank you, M. Connors. M. Snellie.

MR. SMELLIE: Thank you, sir.

CHAI RVAN: M. Al bert?

MR ALBERT: No, M. Chairman.

CHAI RMAN:  No questions fromM. Gllis, okay. And
presune, M. Snellie, that was also -- included J.D.
| rving?

MR SMELLIE: Indeed, sir.

CHAI RMAN: Okay. Perth- Andover?

MR. DIONNE: Saint John Energy will be asking our questions,
sir.

CHAI RMAN: Ckay. The Province of New Brunsw ck?
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MR. BARNETT: Yes, sir.
CHAl RVAN:  Yes.

CROSS EXAM NATI ON BY MR. BARNETT:

- Good norning, gentlemen. M nanme is Don Barnett. |'m
with the Natural Resources and Energy Departnment. And |'m
joined here by JimKnight this norning. And | just have a
few questions for you. And | also provided M. Zed with |
think three docunents. Earlier this norning he explained
to me that you didn't have a problemw th the docunents
and the area | was going to go with that.

And when | get to that |ine of questions, M.
Chairman, | do have copies of these for the Board and
menbers of all Intervenors.

CHAI RVAN: Do you want to introduce themnow, M. Barnett?

MR. BARNETT: Yes, | would if that's your pleasure.

CHAI RVAN:  Way don't we do it that way? M. Barnett, the
first docunment | have is --

MR. BARNETT: |It's a decision of the Board dealing with the
Col eson Cove Hearing. And I'mreally going to nmake

reference to the |ast page of that docunent, sir, which is

your decision. It is a matter of public record.
CHAI RMAN:  Yes, that's right. | was just going to say it
probably doesn't need to be, however, we will mark it and

it will be PNB-2.
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MR. BARNETT: And the second docunent, M. Chairman, is
again taken fromthe Col eson Cove Hearing. It's a
docunent of the evidence there. And what |'mspecifically
referring to in this docunent will be on page 80, under
(2.3).

CHAI RVAN: Al right. That second docunent is PNB-3.

MR. MACNUTT: M. Chairman, perhaps M. Barnett could
clarify for us, are there three docunents he is
i ntroduci ng al together or just two?

MR. BARNETT: There are three docunents, M. Chairnman.

MR. MACNUTT: Thank you.

MR. BARNETT: There should be another one. Again which is
anot her section. It's part of the business plan. | --

CHAI RMAN:  Your assistant M. Knight is now passing that
out. Perhaps you had better wait for himto conplete his
duties. M. MacNutt?

MR. MACNUTT: Yes. The reason |I'm asking a question, M.
Chairman, is | have a docunment handed to me by M. Knight.

It's an extract fromthe transcript proceedi ngs before
this Board on January 28th 2002. And it runs pages,
readi ng between the lines, 710 through to 725. Which
docunent --

MR. BARNETT: |'mnot sure. Let ne just repeat the three

docunents. The first docunent dealt with the Board's
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deci sion on the Col eson Cove. The second docunent deals
with -- should be dealing with the evidence filed by NB
Power dated July the 12th, volune 1 of 1. And there is --
t he docunent contai ns about eight or nine pages, M.
MacNutt through M. Chair

CHAI RMAN:  Yes. That has been given the exhibit nunber, M.
MacNutt, of PNB 3. The first one you referred to and M.
Barnett keeps referring to it as our Decision but | don't
know -- but anyhow, it is fromthe transcript of January
28th 2002. That is PNB 2. It really need not be marked
but for conveni ence sake we have narked them here today.
And PNB 4 will be --

MR. BARNETT: Yes. So PNB-4 is again taken fromthe
evidentiary part of the Col eson Cove hearing. And it
deal s specifically -- | have just put the front page for
reference but it deals specifically with appendi x C of
volunme 1 of direct evidence, and deals with NB Power's
busi ness plan and financial projections.

CHAIRVAN:  So there is really just one page which is 12 from
t hat --

MR. BARNETT: It's -- page 12 is the page that -- to try and
gi ve sonme sort of continuity there w thout reproducing the
whol e docunment, | -- but it's page 12 of that docunent

that 1'mspecifically focused on, sir.
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CHAI RVAN: Okay. And that one will be PNB-4. Ckay, M.

Barnett. Go ahead, sir.

Q - Okay. M. Connors, | think I heard you explain the
rel ati onshi p between Nova Scotia Power, Enmera Energy and
Bangor Hydro Electric Conpany. They are all sister
conpani es, subsidiary conpani es of Enera | ncorporated,
bel i eve?

MR. CONNORS: That's correct.

Q - And you, sir, are the Vice President of Regulatory
Affairs with Enmera Inc., with the parent conpany, sir?

MR. CONNORS:  Yes.

Q - And you serve capacity -- any other capacity with Enera
Ener gy, Nova Scotia Power or Bangor Hydro?

MR. CONNORS: M responsibilities extend to all of the
regul atory affairs in which any of the Enera Inc.
subsidiaries mght find thensel ves in.

Q - And that is in Canada and State side, | understand --

MR. CONNORS: Correct.

Q - -- fromyour c.v.?

MR. CONNORS:  Yes.

Q - And you have been with the Emera Inc. since June of this
year, | believe?

MR, CONNOCRS: Correct.

Q - M. Sidebottom you have been with Emera Energy I nc.
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since 2002 but served in former capacities with Nova
Scotia Power, is that my understandi ng?
MR SIDEBOTTOM That's correct.

Q - And if | read it right you have been with Nova Scotia

Power and Enera since 1988?
MR SIDEBOTTOM That's correct.

Q - And your current capacity as Director of Operations of
Emera Energy Inc. you have been in that position since
this year. You started in 2002, sir?

MR SIDEBOTTOM Yes, that's correct.
Q - What nonth was that?
MR SIDEBOTTOM  That woul d be June.
Q - June?
MR. SIDEBOTTOM O this year.
Q - The sane tine frane as M. Connors?
MR SI DEBOTTOM  Yes.
Q - Thank you. So, M. Connors, you have a know edge of the

affairs of all three subsidiary conpanies as well as Enera

Inc., is that fair to say?
MR. CONNORS: | have sone know edge, yes.
Q - Wat you have acquired since you joined the conpany --

MR. CONNORS: | ndeed.
Q - -- | suspect, or what you may have known on a peri pheral

matter before that.
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One of the subsidiary conpanies is Bangor Hydro. \When
did Nova Scotia Power -- or rather Enera acquire -- Emera
I nc. acquire Bangor Hydro?
MR. CONNORS: | believe that that acquisition or nerger was
finalized in the latter part of 2001.
Q - So before you -- your comng to Enmera?
MR. CONNORS:  Yes.

Q - Nowin your role that you now play with Enera Inc. and
Enmera Energy and the other two sister conpanies, you have
an awareness of what is going on with all three conpani es?

MR. CONNORS: Well that's a pretty broad question, M.
Barnett. It might be better if you focused in on --
Q - Perhaps | will bring it alittle closer then.
MR. CONNORS: Right.

Q - I think you specifically --

MR. CONNORS: | have been on quite a |learning curve, so |I'm
-- there is alot nore to |earn.

Q - Wll we will get intothat a little bit further on when |
-- I"'mgoing to go to the direction of the second tie, and
nmy understanding is -- without wanting to get into issues
which are propriety and confidential in nature, just talk
in generalities about that.

MR. CONNORS:  Sure.

Q - But I'mnot -- I'"mjust not quite ready to get there yet.
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| will be going there though.

Now i n your opening statenment and fromthe Enera
evi dence, you cited a nunber of reasons why this Board
should in fact support the viewin its decision put
forward by Enera Energy and supported by Nova Scotia Power
as to why the transm ssion tariff that currently exists
t oday should not apply on a go forward basis for anything
ot her than what has third party assignnent to it. You
cite that it was not approved by the regulator. You cite
at that point in time the New Brunsw ck government was not
clear -- this appears -- I'msorry, in exhibit EEl on
Enmera page 7, is what |I'mdrawi ng from

| will just give you a nonment to turn that up. Do you
have that, sir?

MR. CONNORS: Yes, | do.

Q - Okay. | amjust encapsulating three key points in the
six or seven bullets that appear there. One, it was not
approved by the Regul ator, two, the New Brunsw ck
government at that tinme was not clear on restructuring,
and, three, there was regulatory uncertainty.

Now that's the position of Emera today and presunably
that was the position of Emera Energy in 19987
MR. CONNORS: Fundamentally the 1998 tariff is not an open

access transmssion tariff. So as opposed to what is



- 699 - Cross by M. Barnett -
bei ng presented now the tariff back in 1998 was a through
and out tariff. It did not have in provisions and so is a
very different creature fromwhat is being dealt with
today. And the further difficulties we would have had
with it of course are the points that you have outli ned,
which is the |ack of regulatory oversight, the
di scrimnatory pricing which you didn't nmention, but the
fact that those who are wheeling through paid a rate
approxi mately 40 percent higher than those who were
wheel i ng out of the province, together with the other
poi nts which are set out in the evidence, essentially make
that a very, very different creature fromwhat we have
here.

So I don't think you can draw the anal ogy between the
1998 tariff and say, well that was our first open access
tariff and therefore whatever happened under that shoul d
be grandfathered today. That was a materially different
type of tariff fromthe kind that you are contenpl ating
bringing into effect here today.

Q - | understand your position on that, M. Connors.
Nevert hel ess a nunber of parties did in fact raise issue,
and | think Hydro Quebec in particular, and if you want to
turn it up, I don't think it's necessary, but in Exhibit

A-5, volunme 2 of tab 2, there is a letter from Hydro
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Quebec expressing its concerns in regards to that 1998
tariff.

To your know edge, M. Connors, did -- I'mnot too
sure Emera Inc. was actually a corporate entity, that nane
existed at that time, so did Nova Scotia Power take any
simlar action in identifying their concerns to NB Power
by way of the witten word, e-mails or any neans of
communi cati on?

MR. CONNORS: As far as | have been able to determ ne, no,
Nova Scotia Power did not. But that as we | ook at the
| etter which Hydro Quebec filed we would agree with the
issues raised in that letter as being issues that go very
much to the heart of that tariff in 1998, and --

Q - Nevertheless your forefathers did not raise it to that
l evel in comunication with NB Power?

MR, CONNCRS:  No.

Q - Subsequent to that period has Nova Scotia Power or Enera

Ener gy sought access under the tariff as it exists today?
MR. CONNORS: Yes, we have.

Q - Okay. Under what circunstances did Nova Scotia Power or
Enmera Energy nake that decision, a tariff that they didn't
agree with and yet they sought access to use it?

MR. CONNORS: The applications to which you refer | think

are appended to one of the information responses filed by
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Enmera Energy, and in my understanding two applications
were made during the past year to attenpt to obtain sone
capacity.

One of the changes which has occurred of course is the
rate. New Brunswi ck Power eventually changed its position
with regard to the rate to bring the two rates into
al i gnment .

So -- but if you are asking does that action of
application, should that be interpreted as happi ness on
our part with all of the terms of the presently existing
out and through tariff, the answer is no, it doesn't.

The comrercial reality is that we in Enmera Energy felt
we had sonme opportunities to export sonme power, and that
this tariff presently is the best opportunity. So we
wanted to try and do our best to work within that
f ramewor k.

But that's not the same as saying is this the best
framework for the market. | think the best framework for
the market is what is being discussed in this hearing
today in terns of contenplating the newtariff that is
bei ng put before the Board.

Q - Nevertheless, just to put this in order, Nova Scotia
Power, Emera Energy did not raise this concern over --

their concerns over the 1998 tariff?
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MR. CONNORS: Enera Energy would not have existed | believe
in 1998 and | think so far as | have been able to
determ ne, and you will appreciate obviously sone peopl e
have cone and gone, no formal objection -- |'mnot aware

of any kind of objection being taken back then.

Q - Thank you. | think I can | eave that part there.
Referring to your evidence in Exhibit E-1, page 8, |ines
15 to 16 --

MR. CONNORS:  Yes.

Q - -- 1 wuld just like youto -- and | quote, it says, "An
appropri ate i ndependent body shoul d oversee the process or
at a mnimumthe participants should be able to appeal
rulings to the Regulator."”

| would just like you to explain to nme and to the

Board what you nean by an appropriate independent body?

MR. CONNORS: Well we nean soneone who would act at arms
l ength from New Brunswi ck Power. It could be the
Regul ator here, it could be sonmeone to whomthe Regul at or
here del egates or directs that authority, or it could be a
third party in effect retained by New Brunswi ck Power but
retained on the basis that it would act independently.

Q - Wuld an independent system operator fit that category?

MR. CONNORS: Well at this point in time if you are asking

shoul d the transm ssion conpany that seens to be
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cont enpl at ed nmake that decision, not at this point.

| nmean at this point our essential issue here is with
New Brunswi ck Power which is still one corporation
purporting to grandfather contracts it has made with
itself. Now |l eave aside the issue as to whether you can
make a contract with yourself, but the notion that NB
Power Transmission with its transm ssion hat on shoul d
rule on the rights of third parties relative to these
reservations that it has made itself, makes us
unconf ort abl e.

And we say that with all due respect to the fine
peopl e who work at New Brunswi ck Power. This is an issue
of how it should | ook, not how we expect themto act.
They are good people. But it's an issue of howit should
| ook and it needs to | ook better. It can be better. And
it can be better by just having sonme independent party
hired to oversee that process.

Now at such tinme as there is a truly independent
system operator then that issue goes away.

- As this appropriate i ndependent body then does Enera see
this as a neans of levelling the playing field for all
mar ket partici pants?

MR CONNORS: | think that that's a fair way to put it. |

nmean to take the analogy a step further, we see right now
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sone of the gates to the playing field being | ocked, and
we see that putting an i ndependent person in there wll
hel p open those gates. So yes, we agree.

Q - In that context are you aware of New Brunswi ck's energy
policy that was announced through its Wite Paper and |
bel i eve appears in this hearing as Exhibit JDI-3?

MR. CONNORS: | have read the Wiite Paper. | have not read
it in the context of preparing for this application. So |
have certainly not a detailed famliarly with it. So if
there is a particular point I will do nmy best to respond
toit.

Q - Thank you for that. The point | really just want to
focus on is the degree of market opening in New Brunsw ck.
Are you famliar with that, you or M. Sidebotton?

MR. CONNORS: Yes. Well let nme see. M understanding is
that the market is proposed to open firstly to the
whol esal e custoners and then that there is also to be
retail access for custonmers who connect to the
transm ssi on systemat 750 and above.

Q - If I would suggest to you that those both happen at the
sanme tinme subject --

MR. CONNORS: Oh yes, | agree. Yes.

Q - Al right. And fromthe -- |I'msure you are probably

much nore famliar with the Nova Scotia energy strategy.



- 705 - Cross by M. Barnett -
In terns of the Nova Scotia energy strategy, and | put
this question to Nova Scotia Power, but | would just like
to try the same question with you, presumably | wll get
t he same answer.
MR. CONNORS: Well we will find out, | guess.

Q - The size -- the Nova Scotia energy strategy | believe
proposes to open up the whol esal e market in Nova Scotia in
around about 20057

MR. CONNORS: No. The strategy talks in terns of -- it sets
out a series of objectives and then it says, here are
actions which nust be taken in order to achi eve these
objectives. And it directs that those actions will occur
within a tineframe that is bounded by 2001 on the | ow and
2005 on the high.

So it shouldn't be interpreted as saying for exanple
we wll not have a transmssion tariff to 2005. W are
way ahead of that schedule right nowin Nova Scotia. |
have already referred in ny opening to an interimreport
that is going to deal with that going to the Mnister.

So, you know, | don't think it is going to take to 2005 to
get that in place.

But all of these actions are contenpl ated happeni ng
within that four or five year time span.

And then the policy says it | ooks beyond 2005 and it
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tal ks about certain actions taking place then.

Q - So your understanding then the -- your prognosis is that
an open access transm ssion tariff in Nova Scotia may be
in place prior to 2005 and that's an outside date, is that
what you are suggesting, M. Connors?

MR. CONNORS: |'msuggesting it's an outside date. And just
so that you understand the process, the electricity
mar ket pl ace governance commttee, | sit on that commttee
as an alternative to Chris Huskilson, the chief operating
of ficer of Nova Scotia Power, and we have told that
conmittee that we would like to have a transmi ssion tariff
presented to the utility and review board by the end of
next year.

Now t he process within the conmttee is that the
conmittee has met, considered a nunber of issues around
it, is presenting an interimreport, and the report is
being finalized this week and will then go to the
M ni ster.

| have asked the conmittee and they said | can tel
you that it deals with transm ssion matter and it responds
to the policy directions. I'mnot at liberty to go into
t he actual recomrendati ons because it has got to go to the
M nister first.

Qur assunption is the mnister will give it a
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reasonably quick turnaround, in other words we don't
expect it to be delayed there, so that at sonme point in
the com ng year we woul d expect the mnister to then give
policy direction to the UARB and oursel ves at | east
t hrough Nova Scotia Power able to present a transm ssion
tariff. And then we are into the usual scenario of, you
know, how long will it take to get it schedul ed before the
Board and how long will it be heard.

But if you step back and you said, how does that
conpare for exanple with New Brunswi ck, remenber, M.
Barnett, the first time an open access transm ssion tariff
was tal ked about in this province |I think was when the
M ni ster of Natural Resources and Energy stood up in 1997
and said, we will have one of those at sone point, and
t hen published a policy paper that tal ked about energy in
New Brunswi ck beyond 2000, |'m paraphrasing the title.

But it's effectively taken you from 1997 to today to
get to the point where we are tal king about a real, you
know, transm ssion tariff that has in, out and through
service in New Brunsw ck.

So Nova Scotia, while we nay have started a little bit
later, | think we are nmaki ng good progress in catching up,
and | very much expect that we will be to our Regul ator

sonetime next year with this.
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Q - Just a followup question emanating out of what you just
said. Although you don't agree with it there was in fact
a tariff for wheeling through and wheeling out of New
Brunswi ck in 1998, is that not correct?

MR. CONNORS: When we use the phrase open access
transm ssion tariff | think nost of us are, whether we
like it or not, relating back to how FERC has descri bed
that, and the FERC notion of an open -- what FERC was
mandating in Order 888 and beyond | think was to have open
and non-discrimnatory tariffs. Open neant access to the
whol esal e market in, out and through.

In New Brunswick with the tariff in 1998 as
understood it -- | nmean it says it's out and through. It
doesn't say anything about com ng into New Brunsw ck or
even serving the New Brunsw ck | oad.

So it doesn't neet the criteria, the basic criteria of
a FERC open access transm ssion tariff.

It was obviously an inportant first step towards that,
M. Barnett, and I wouldn't argue with that for a nonent.

But what |'msaying to you is you have been engaged in a
process that started in 1997 and is still ongoing nowto
get you ultimately to the point of having an open access
transm ssion tariff.

And so |"msaying to that -- and |I'mnot even



- 709 - Cross by M. Barnett -
guestioning the length of the process. Al |I'msaying is
respect that we too in Nova Scotia need a little bit of
time and perhaps not as long a tinme, but sone tine to nake
sure everybody understands what we are doing and to nmake
sure that we are doing it right.

And that's why Nova Scotia Power has asked that there
be sone transitional period that would recognize that we
are all nmoving in sync here. W don't have a FERC that is
able to control the tinetable for all of us. W are
different from province to province.

- | understand that. The energy strategy does say even if
Nova Scotia does neet the tinetable of end of 2003 and
files sonething with the Provincial Regulator, the energy
strategy refers to the degree of opening up of the Nova
Scotia market. If nmy menory serves ne right, | believe
it's opening it up to six municipal utilities or whol esal e
access and whol esal e access alone. |Is that your
under st andi ng, M. Connors?

MR. CONNORS: That's not quite correct, M. Barnett. First
of all, it is opening it to the entire whol esal e narket
whi ch consists in Nova Scotia at this point of those six
muni ci pal utilities.

However, the independent power producers producing

renewabl e energy will also have the opportunity to narket
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directly to retail custoners.

So there is both the whol esale market is being opened
inits entirety, plus there is a limted opening of the
retail market to sell a particular kind of product.

- And just so | understand, those are for in-province
generators, self-generation in the Province, what you are
telling ne will be able to enter into wheeling within the

provi nce to other custoners?

MR. CONNORS: Yes, for renewabl e energy.

- Yes. But as far as access fromoutside the province to
ot her customers, it will be at the whol esal e | evel which

is, as it sits today, the six small nmunicipal utilities?

MR. CONNORS: Sure, consistent with the FERC noti on of

openness, Yyes.

- | thank you. Now, M. Connors, in your role and
responsibility for regulatory affairs, have you been
following, or are you aware that NB Power has an
application before the National Energy Board respecting a
second tie?

And | don't want to get into the -- any details,
confidential discussions going on between Nova Scotia
Power, Emera Energy and New Brunswi ck Power, so |I'm just

going to stay at a high level.

MR. CONNORS: Yes, M. Barnett, |'maware of that
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appl i cation.

Q - Are you aware of the project size that's proposed that's
before the National Energy Board?

MR. CONNORS: In general termns, yes.

Q - Soif I were to suggest to you it's of the order of 300
nmegawatts, you --

MR. CONNORS: Oh, yes. Yes, | would agree with that.

t hought you were going to get ne to a higher |evel of
techni cal specifications.

Q -1 don't intend -- | don't intend to go any further with
t hat .

Now ny understanding is, and again keeping it at a
high |l evel, that Enera Inc., through Bangor Hydro has
certain rights on the other side of the border?

MR. CONNORS: Yes, that's correct. And those are through
Bangor Hydro. Bangor Hydro essentially has the rights, if
| can put it that way, to the devel opnent of the second
tie line within Mine.

Q - And there is a relationship between the transm ssion
systemthat is being proposed in New Brunsw ck, and the
transm ssion systemthat would take it fromthe M ne, New
Brunswi ck border?

MR. CONNORS: Well if this -- absolutely. [If this could

ever actually occur, those two lines would neet and it



- 712 - Cross by M. Barnett -
woul d provide for the transm ssion of a second line from
Canada down through into the United States through Mi ne
and New Brunsw ck.

Q - Are you able to provide this Board with genera
information in terns of what is the status of Bangor
Hydro's application before the State Regul ator?

MR. CONNORS: Yes, | believe I can.

Q - Could you go into that for ne, please, sir?

MR. CONNORS: The notion of a second or the idea of a second
tie line actually goes back within Maine to the |ate 60s,
early 70s. | canme across sone docunents dealing with the
formati on of MEPCO whi ch involves the three major Mine
utilities of which Bangor was one of them back at that
time. And they were tal king about their conmtnment to a
second tie line. And that if nothing else should tell you
the issues or the difficulty, the challenges faced in
turning that kind of thing into a reality. Because here
we are basically 30 or 40 years later and it still hasn't
occurred.

| have a general famliarity that begi nning about ten
years ago Bangor Hydro, back in 1992 nade a further effort
to have the line, the tie line, approved. It involves
envi ronnment al and ot her approvals by both | evels of

government, the Mai ne government through several
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regul atory bodies, and also fromthe Federal U S.
gover nnent .

It has been a very chall enging process. The process
continues. There have been sonme unfavourabl e regul atory
rulings along the way. |In sunmary we have received a
nunber of the permts but not all of the permits. And
because of some of the difficulties and chall enges we have
currently decided to withdraw several of the permt
applications, rather than have themin effect rejected by
t he regul atory body concer ned.

There is still ongoing a systeminpact study on the
proposed second tie line within the United States. That's
not expected to be finished for sonme period of tine. And
it will be that that will ultimately tell us what the
capacity or capability of that Iine will be with reference
toits fitting in with everything el se.

Now at the sane point, our engineers in the course of
the past year took a ook as well at the existing tie
line. That tie line as you knowis limted to 700
megawatts. But there is a -- there is an understandi ng
that it was built to a capability of a thousand negawatts.

But that the limtation at 700 was put in sone years ago
in circunstances which at | east our own engineers believe

have changed.
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And that as a result, we have al so requested a system
i npact study of the possibility of increasing the
[imtation on the existing line from700 to a thousand.

Now as you probably know, the process for doing these
system i npact studies through | SO New Engl and and t hrough
NEPOOL i s one where you take your place in the queue and
you wait your turn. And it takes some tine.

Qur view right now as a conpany is that we think it
very inportant to determne, first of all, can we increase
the capacity on the existing tie line. And if that is so,
and dependi ng on the cost associated with doing that, that
may becone then a nuch nore viable option than continui ng
to pursue the second tie line at this tinmne.

So where we are process wise is we have (a), are in
t he process now of withdrawi ng sone of those applications
so that they don't get dism ssed and we woul d t hereby be
prejudiced in the long term Secondly, we are noving
along with the systeminpact studies on both facilities.
So that, thirdly, once we have the information fromthat
we wi || make sonme business decisions as to which course we
want to press in future.

And this is all against the backdrop of having spent
huge suns of noney, mllions of dollars to date on this

process, and it having taken, at |east the current one, a
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decade. So we are trying to figure out what is the best
way forward.

Q - So if | can capsulate that, Nova Scotia Power, Emera
Energy are supportive of increasing transm ssion capacity,
be it through a new facility or upgrade work on the
existing facility. 1Is that correct?

MR. CONNORS: Yes. In this regard it's Emera Energy and, of
course, and Bangor Hydro.

Q - Okay. And do you have any prognosis on timng in terns
of when that may conme to fruition, whether it's a second
tie or sonme changes to the existing systen?

MR CONNORS: No. | think that's -- that's exactly the
problem M. Barnett. It has been, you know, it has been
di scussed in Maine going back, as | said, to the |ate 60s,
early 70s, when MEPCO was formed. That was one of the
pur poses of formng MEPCO to build this second tie.
Bangor has been at it now for ten years.

And of course we have been at it since we, you know,
merged with Bangor last year. And it's a slow,
chal I engi ng process. And | don't think anyone could
predict when and if a second tie line would be built.

My ot her point though to you was that our view on the
existing tie line froman engi neering point of viewis

that, you know, it nmay be capable of having the limtation
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increase. And if that's the case, that may change the
busi ness case for the second tie line. So we are --
that's why we are pursing both of those options at this
point. | hope that's hel pful.

Just to finish. M understanding is the letter that's in
evidence in this hearing that Nova Scotia Power was
seeking -- and maybe Enera Energy, were seeking 300
megawatts in transm ssion capacity if in fact the Board
were to make a decision that that woul d be avail abl e

t hrough sone bi dding process. |Is that correct?

MR. CONNORS: The letter to which you refer was applications

that Enera Energy nmade to NB Power. And of course NB
Power denied those. And | think there was a request as
well to say, well, do a systeminpact study. | don't
think NB Power has agreed with that.

But our view would be here, M. Barnett, that if the
Board takes the contracts which are not tied to bona fide
third party contracts and says we are not grandfathering
those, we are going to put those through the kind of open
auction process that FERC contenpl ated when it began to
create these open access tariffs, then Enera Energy wll
have to take its chance with any other interested party
and enter into that bid conpetitively. And, you know, we

will have to just as the -- at that point New Brunsw ck
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Power generation will have to be conpetitive as well.
But that in theory I nmean the Wiite Paper here, and |
think the policy thrust behind this is that the opening up
of this to conpetitive forces at the end of the day shoul d
be an i nprovenent for the -- or should inprove the
situation for the ultimte end users.
Q - Thank you. Now I'mjust going to nove --
CHAIRVAN: | think this is probably a good opportunity for a
15 mi nute break.
MR. BARNETT: Thank you. Thank you, M. Chairnan.
(Short Recess)
CHAl RVAN: Go ahead, M. Barnett.
Q - Gentlenen, | just have a few nore questions in conpleting
my cross exam nation.
Can you advise me, M. Connors, in your research since
joining Enera, are you aware that Enmera Energy or Enera
Inc. or Nova Scotia Power, | believe one of the two

former, intervened in any manner in the Col eson Cove

heari ng?
MR CONNORS: |I'mafraid | don't know | didn't think that
we had.
Q - If I were to suggest --
MR. CONNORS: You may -- if you suggest otherw se | have no

reason to doubt that.
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- If | suggest to you, subject to check, that Enera did in
fact intervene informally in the process, the Col eson Cove
heari ng?

MR CONNORS: | wouldn't doubt that for a nonent.

- So it is perhaps unfair of me to suggest did either of

you two gentlenen foll owed the proceedi ngs.
You, M. Sidebottom did you follow any of the
proceedi ngs with the Col eson Cove hearing?
MR. SIDEBOTTOM |I'monly famliar with the information that
we received this norning.
- kay. Perhaps we will turn to that. And what | would

like to take you to is -- | believe it is exhibit PNB
nunber 2, M. Chairman, which is a transcript of the
deci si on.

And | would refer you to the last page if | may of
t hat docunent there. And | will just read it into the
record, where it reads in a quote that "The Board is of
the opinion that an equity partner for the capitalization
of the project is not required.™

And the recommendation reads "The Board will reconmend
to NB Power that refurbishment of the Col eson Cove
generating facility proceed as proposed in the evidence."

Do you see that, M. Connors?

MR, CONNOCRS: Yes.
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Q - And as far as you are aware that is the decision of the

regul ator that you appear here before today?
MR CONNORS:  Yes.

Q - Thank you. Nowif | could take you to the second exhi bit
that you were handed this norning, M. Chairman, that was
circulated by the Secretary. That is PNB nunber 3.

And if | could take to page 80 of that. And | would
like to refer to the second half of that paragraph under
2.3, "Interconnection Qpportunities” where it reads "The
benefits of interconnection export sal es have al ways been
significant to NB Power. Rates to New Brunsw ck custoners
are up to 15 percent |lower than they would be if NB Power
di d not have opportunity for export benefits.”

Do you see that?

MR. SIDEBOTTOM  Yes, | do.
Q - You have no reason to quarrel with those nunbers?
MR. SIDEBOTTOM No, we don't.

Q - And if I can take you to the third exhibit which was
nunbered PNB nunmber 4. And if | can refer you to page 12
of this excerpt. And the fourth paragraph fromthe top
under "Gross Margin - Qut of Province."

And it reads that "Qut of province margins follow a
simlar pattern, declining from160 mllion in 2001/ 2002

to alowof 95 mllion in 2004/05, then increasing to
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154 mllion in 2008/ 09. The gross nargin percentage is
i mproved by the end of the projection, reflecting NB
Power's increased conpetitiveness. Fuel costs decrease as
heavy fuel oil is replaced with Oimulsion and Point
Lepreau' s capacity factor inproves.”

To the best of your know edge you have no reason to
guarrel with those nunbers there?

MR. SIDEBOTTOM No, | don't.

Q - Do you agree that nost of the projected out of province
revenues, the margin that's referred to there on page 12
of 154 mllion in 2008/ 2009 would cone from New Engl and,
fromthe New Engl and narket ?

MR. SIDEBOTTOM It doesn't specifically say so here. There
are a nunber of paths through and out New Brunswi ck. And
so reading this it is hard to tell exactly where they gain
their margin.

Q - But based upon your know edge -- and | think we have
di scussed it with other witnesses -- that a substanti al
part of that revenue does cone fromexports into the New
Engl and mar ket ?

MR. SIDEBOTTOM Yes. There are statenents of that, yes.

Q - And is it not fair to say then that it is reasonable to
concl ude that projected econom cs include access to

transm ssi on capacity?
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MR. SIDEBOTTOM | would say that yes, you would require an
agreenent with parties or parties that would hold
transm ssi on access to garner access into other markets,
yes.

Q - And that the reservation capacity that NB Generation or
NB Power now as it is today holds is inportant in that
regard?

MR. SIDEBOTTOM Well, | don't know if | could specifically
get to that point. The reservations that are held by NB
Power, that is only one party that could, through an open
access tariff bidding process, hold those rights.

In an open and efficient and conpetitive nmarket you
wi |l have an opportunity to engage with generators and
transm ssion right holders to find entrance into markets.

And that is conceptually the efficient market.

Q - Nevertheless is it in your opinion fair to assune that NB
Power in its application to this Board for the Col eson
Cove Refurbishnent Project, that they presunmed a gross
mar gi n on export sales which would have been built into
t he econom cs of the Col eson Cove project?

MR. SIDEBOTTOM It -- fromreading this they are assum ng
that there is an export margin deened in this business
case, yes.

Q - And based upon the Board's approval of that application
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is it fair to assunme that the Board drew the sim |l ar

concl usi on?

MR. SIDEBOTTOM | could not say that, no.

Now hypothetically -- and I will treat it as a hypothesis
here -- if the transm ssion rights -- you wanted to say

sonet hing, M. Connors?

MR. CONNORS: No, no. I'mjust saying let's take our tine

and listen to this hypothetical so we understand it.
That's fair. |If the transm ssion rights were to go to an
open season, which | think is what you propose in your

evi dence, | believe, NB Power or NB Cenco, as the
government has indicated nay exist after April 1st, |oses
access to this reservation that it currently has that you
woul d |'i ke to have access to through an open season, is it
not reasonable to assune that the project export gross
mar gi ns are reduced, and then potentially the econon cs of
t he Col eson Cove Refurbishnment Project change?

Do you want nme to repeat that for you?

MR. SIDEBOTTOM No. |If the transmission rights are put

into an open season and they are not successfully gained
by New Brunswi ck Power, there would be a party that woul d
have those rights.

And t hrough an efficient and effective nmarket you

woul d have a generator who has, |'m assum ng here, a
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conpetitive product | ooking to get to a market. And they
woul d strike a deal between the person or the entity that
hol ds the transm ssion rights and the generator and thus
woul d get to a nmarket.

Q - So in your viewthen it does not necessarily change the
econoni cs of the Col eson Cove Project that was put before
t hi s Board?

MR SIDEBOTTOM It is hard to determ ne whether that would
cause the economics to change. The conditions of an open
mar ket woul d all ow the transm ssion right holder and the
generator to conme to a position which says they can find a
sale for the cost-effective power into the market. And if
this case is the New Engl and market they would do so.

MR. CONNORS: Just one nonent, M. Barnett.

Q - You have nothing nore to add to that answer?

MR, SI DEBOTTOM  No.

Q - Okay. |Is Enera Energy aware that as a result of the PUB
deci sion, NB Power has nmade substantial financial
commtnments to the Col eson Cove Refurbishnment Project as
it noves ahead?

MR, SI DEBOTTOM  Yes, we are.

Q - You are? Kkay.

MR CONNORS: And to be clear, M. Barnett, we are not

chal lenging NB Power's ability to grandfather or seek to
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preserve capacity reservations that are tied to third
party contracts, not for a nonent. But to the extent that
they are not tied to third party contracts then we woul d
say you can't have it both ways.

An open access transm ssion tariff requires that there
be open access. And you can't have a transm ssion
provi der purporting to say on the one hand we have an open
access transmssion tariff but we are going to tie up al
of this capacity ourselves. And that is not the structure
at |least that FERC has created.

And while we don't want to be slavishly adherent to
what FERC and the Anmericans want, at |east the way the
mar ket has devel oped is that we have all | ooked at that
general ly as the nodel.

And the nodel is capacity that hasn't been tied to
third party contracts gets put on the market. And then
everybody has a fair and conpetitive opportunity to bid on
it.

| hear you, M. Connors.

MR. CONNORS: But if you decide as a policy reason that

there will be an inpact on Col eson Cove for exanple, |I'm
only spec' -- | don't know t he business case for Col eson
Cove.

But if you decide that there is then obviously that is
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sonmet hing you have got to put in the balance as to whet her
or not you want an open access transmi ssion tariff.

Q - 1 guess that is one option. So if in fact the econom cs
of a project that has substantial capital expended to date
on a nove-forward basis, that has been recomrended by this
Board to NB Power's board of directors, then in fact there
could be significant inpact on the econom cs of that
project, if in fact it was relying on the export market
for part of the output fromthat refurbished facility?

MR. SIDEBOTTOM What | was saying in ny |last statenent was
that if they are cost-effective generator they will engage
in striking contracts with the transm ssion rights owner.

And the effective and efficient market conditions wll
all ow that generator to get to market. And that woul d be
a characteristic of a functioning open access tariff.

Q - So just so | understand, if in fact Col eson Cove
refurbished is the generator of choice, that will find its
way to market irrespective of who owns the transm ssion
rights?

CHAI RVAN: M. Barnett, | amgoing to ask you to go on to
anot her subject matter, because this in ny opinion, and I
t hink shared by my fell ow Comm ssioners, is so
specul ati ve.

| nmean, what if Point Lepreau is not refurbished?
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Then does the same specul ation hold true that you are
tal king about? | just don't see how that inpacts on what
we are about here today.

MR. BARNETT: | will just wap it up, M. Chairnman.
CHAIRVAN: Al right, wap it up. Besides you will give M.
Connors anot her opportunity to state Enera's case. W

have had that three tines. So that --

MR. BARNETT: Well, sir, | guess the concern to the
departnment and the Province relates to a project which has
its econonm cs evaluated, a decision is made, and things
are noving forward on that basis.

And the Province shares a concern that |oss of the
reservation by NB Power, NB Ceneration could carry
econonmi c inpact on that project, sir. But that may be for
argunent .

CHAI RVAN: I f NB Transm ssi on nmakes nore noney off it then
that stays with NB Transm ssion. There are a whole pile
of things. This is very specul ative.

MR. BARNETT: | will |eave that and maybe save that for
argunent, sir.

CHAI RVAN: Ckay. Thank you.

MR. BARNETT: | think that concludes ny questions, M.

Chai rman. Thank you, Panel.

CHAI RMAN:  Thank you, M. Barnett. Saint John Energy, would
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you |ike to come forward, sir? M. Gornman, are you goi ng
to ask these questions?
MR GORMAN:  Yes, | am M. Chairman.
CHAI RVAN:  Good. Thanks.

CROSS EXAM NATI ON BY MR GORMAN

Q - Thank you, M. Chairman. Gentlenen, ny nane is Ray
Gorman and | will be asking the questions this norning on
behal f of Saint John Energy.

Many of the questions that we had planned to ask are
very simlar to the ones that you have -- that have just
been put to you, so | wll apologize to the Board if we
ask sonething that has already been asked and | will
attenpt to do this in as short a manner as possible and
not to repeat.

Firstly in respect to M. Barnett's question, and |
refer you to page 8 of your subm ssion, and you were
proposi ng that an appropriate i ndependent body shoul d
oversee the process.

| understand that this is not an exhibit but that the
mar ket design committee report considered that an
i ndependent system operator should be established that
woul d i ndependent from NB Power.

And is that what you were -- is that what you are

getting at? Perhaps you could expand on that.
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MR. CONNORS: | believe in this section that we are talking

about the process that would take place with the initial

al l ocation of capacity, and if at the tinme that takes
place in effect we still have New Brunsw ck Power as one
conpany, we are suggesting that issues around that need to
be dealt with by sonmeone i ndependent of New Brunsw ck
Power. That's all we are suggesting.

kay. Are you famliar with the market design conmttee

report that suggested an independent entity?

MR, CONNORS: If we had a truly independent entity then that

would | think satisfy -- that would satisfy the
requirenent.

Okay. So would you agree then if they inplenented -- the
mar ket design conmittee recormmended that it be inplenented
as a functionally separate Transco busi ness and under
separate corporatized accounts fromthe rest of NB Power,

woul d that -- | guess would that satisfy your concern?

MR CONNORS: | think at this point, particularly given that

there are issues around what contracts should or shoul dn't
NB Power hold onto, that the nbst open and transparent
process would be to have a truly independent third party
available to in effect arbitrate or oversee that. So the
answer to your question is no.

| f the system operator is independent of the transm ssion
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conpany is that sufficient to satisfy the concerns that
you raise?
MR. CONNORS: Yes, | believe it would be.
Q - Thank you. When you were giving your evidence earlier
you indicated that Enera was not in existence as a
corporate entity in 1998. Wen did it cone into

exi stence?

MR. CONNORS: | was speaking particularly of Enera Energy --
Q - Yes.
MR CONNORS: -- and | can't give you the specific date, M.
Gorman. | would be happy to file that afterwards through
M. Zed.

Q - Thank you. Wuld Nova Scotia Power have been the
pr edecessor ?

MR. CONNORS: Oiginally Nova Scotia Power was a Crown
corporation that was privatized approximately ten years
ago. Then at sone period after that there were sone ot her
anendnents put in place and a hol di ng conpany was cr eat ed.

That becane Enmera Inc. Then with the gas and oi
opportunities we began to get into these other businesses
and at that point eventually created Enera Energy. That's
the short form of what has happened corporately.

Q - In 1998, and | would refer you to page 5 of your

evidence, and it's a response to an interrogatory, and
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under -- page 5 response (b), about hal fway down, it says
subsequent to the opening of the transm ssion systema 60
day period was used to allow custoners to request
transm ssion service on the renaining avail abl e capacity.
Wul d Emera or its predecessors have been invited to

take part in that process in 19987

MR. CONNORS: We have tried to nake sonme inquiries

internally. The conpany -- the relevant conpany at that

ti me woul d have been Nova Scoti a Power.

And when you say invited, I'"'m-- we are sinply unable
to confirmor deny that the conpany was invited or -- in
t he manner in which you suggest. | mean clearly there was

sonme kind of publication of the event and nmy expectation
woul d be that Nova Scotia Power would have known about
that. But in terns of saying anything nore precise than
that, we can't.

kay. That's fair. Being aware of the process at that

time did you participate in the opening in any way?

MR. CONNORS: W didn't participate in the process, no. And

| think | have already in response to M. Barnett
expl ai ned i ssues around that.

| understand the responses that you gave, but | don't
believe he did ask you if you participated. He asked if

you had sent a letter simlar to one that was sent by
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Hydro Quebec. But you did not participate?

MR. CONNORS: No, we didn't bid.

Q - And your basic position then is that you do support the
general principle of preservation of contracts that are in
exi stence prior to the opening in April of 2003 as a
general principle?

MR. CONNORS: Bona fide third party contracts, yes.

Q - Turning to another area of your evidence, and I would
refer you to page 8 and forward, dealing with the energy
i mbal ance charges. Enmera has made sone proposal s for
establishing charges that were different from NB Power's
proposal. Could you just explain how your proposal woul d
differ from NB Power's?

MR. SIDEBOTTOM Certainly. Energy inbalances are due to
the m smatch between the scheduling of generation and
actually delivery of power in the next day. And there is
al ways sonme form of energy inbal ance across the system
present at all tines.

And what Enmera Energy has issue with is the proxy used
for the energy inbal ance. The one chosen, which is
related to a nunber 2 fuel burned in a conbustion turbine
creates a very high cost replacenent energy and thus a
hi gh proxy pri ce.

VWhen we take a | ook at the anpbunt of tinme that a
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conmbustion turbine is actually used to supply energy
i mbal ance, or potentially could, in New Brunswi ck, it
seens that is not the probable source of replacenent
energy.

The conbustion turbines in the New Brunsw ck system
run | ess than two percent capacity factor. And Enera
Energy feels it is nore appropriate that we nove to a
proxy that is nore likely to be replacing the energy at
the tine. In this particular case we actually worked up
an exanpl e of using sonmething such as a nunber 6 fuel oi
as a proxy, which today would be burned in plants such as
Col eson Cove.

And we have suggested actually a nunber of forns in
whi ch the proxy could be put together. |If it were related
to the increnental cost of generation inside of the
system in other words the actual cost of replacing that
energy, would be one form of designing a proxy.

This is not dissimlar to what is alnbst a market
based envi ronment where the i ndependent system operator or
transm ssi on provider garners that replacenent energy at a
mar ket pri ce.

Mar ket prices tend to converge on a variabl e cost of
generation with an adder which in the long run equates to

cost of recovery of capital for the type of generation
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that is being used to generate the power.

So Enera has put forward two specific exanples in its
evi dence, one of marginal energy cost with a specific
adder, and the second is that of a -- either a nunber 6
fuel oil, which is nore likely to be on the margin in New
Brunswi ck, and replacing the inbal ance, or sonething |ike

a gas-fired generation.

- And they are put forward as options. So which of those

options would you think woul d be the nost appropriate?

MR. SIDEBOTTOM O those options the nost appropriate would

be to nove towards a margi nal based pricing that allows

for a mrroring of the actual cost of replacenent energy.
I f you take a | ook at the exanples given you could

| ook at those as points on a curve. The ideal state is

havi ng the margi nal cost of generation which actually

relates to the cost of production. 1In lieu of that you

coul d pick a nunber of points on the curve which one of

t hem bei ng sonmething |ike a nunber 6 fuel oil.

MR. GORMAN: W don't have any further questions, M.

Chai rman. Thank you.

CHAI RMAN:  Thanks, M. Gorman. Does Board counsel have any

guestions in reference to this Panel ?

MR. MACNUTT: No, M. Chairnman.

CHAI RVAN:  Ckay.
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BY MR SOLLONE:

Q - | have just two questions. One of them| put to the Nova
Scotia Power panel and we both thought it would be better
put to you.

The question | have is how large is the whol esal e
mar ket i n New Engl and? How many whol esal e custoners are
t here?

MR. SI DEBOTTOM The whol esal e market in New England is in
excess of 20,000 negawatts. |'mnot sure of the exact
nunmber of custoners.

Q - Mre than ten?

MR, SIDEBOTTOM  More --

Q - Hundreds?

MR. SIDEBOTTOM It woul d probably be in the hundreds, yes.

Q - Okay. Thanks. And as | was listening to the testinony
earlier | found nyself wondering about the concern you
have with access through and out of -- presunmably through
and out of New Brunswi ck to the New Engl and market and the
requi renent for a deadline date for reciprocity, and you
want enough time for the process to evolve in Nova Scoti a.

And | guess my question is would it be an appropriate
conprom se to have the existing through and out tariff be
an alternative for Emera and Nova Scotia Power until they

have that equival ent open access tariff?
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MR, CONNORS: It's an interesting suggestion, M.
Conmi ssioner. W want to take a nmonment to tal k because it
is one we had not thought about before.

Qur initial reaction to it would be to say no, you
ought to be trying to structure the opening of your market
in away to involve all participants.

We have a uni quely Canadi an situation here in that not
all provinces nove together at the sanme tinme. And all we
are asking is that you have sone reasonable transitiona
rul es.

It may be that you will want to put sonmething in that
says we will allow Nova Scotia a reasonabl e period of
time, and then perhaps set yourselves a date when they
will be reporting back. And if at that point you felt
things weren't noving along then you m ght take sone ot her
course of action.

That woul d be our suggestion, rather than in effect
try to preserve two tariffs at the sanme point in tine.
That may beconme -- NB Power could address it nore but
there may be issues in trying to nmanage that.

Thank you.

MR. SOLLOWN5: That's it.
CHAI RMAN: M. Connors, when you were describing the Enera

group of conpanies | forget which one you indicated had a
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mar keting license in the States

MR. CONNORS: Yes. That's a conpany called Enera Energy
Services which is a U S. conpany.

CHAIRVAN: Al right. And that would at the present tinme be
only able to sell from Bangor Hydro?

MR. CONNORS: No. It actually -- | don't think it's doing
any business with Bangor Hydro, subject to check. And
it's also one of the interesting aspects about the -- Nova
Scotia -- Emera was the first Canadi an conpany to acquire
an American utility, and under their particular
| egislation there are al so sone restrictions on how Nova
Scotia Power's power can be sold into the United States.
And so it has to be sold through an independent third
party as opposed to through an affiliate.

CHAI RVAN:  So that's why that conpany is not doing any
busi ness?

MR. CONNORS: It's not doing any business. Well also within
the restructuring rules under Maine there are limtations
as to how nmuch work an affiliate of a restructured Miine
utility can do within its service territory.

So it's primarily looking, as | understand it, subject
to check, but nmy understanding is it's working on markets
that go outside of the territory of Bangor Hydro.

CHAI RMAN:  Thank you, M. Connors. M. Mrrison?
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MR MORRISON: M. Chairman, | have a nunber of docunents.
| assune you want nme to have them pre-marked as we did
with M. Snellie.

CHAI RVAN:  Probably it's better that way. You | presune
have shared these with M. Zed?

MR. MORRISON: Yes. M. Zed and | have been comuni cating
about themfor the last week and a half. So the w tnesses
should be well famliar with the docunents, M. Chairman.

CHAI RMAN:  Okay. | have in front of me a single page
docunent which | ooks |ike the Enmera -- what woul d you call
it -- corporate structure -- not corporate structure but
its various conpanies, et cetera. And that will be A-13.

MR. MACNUTT: M. Chairman, NB Power is just in the process
of distributing these docunents. | wonder if we could
sort of go a pace so that we could mark them as you
identify them In other words you were going to get ahead
of us and we woul dn't know what you were identifying.

CHAI RMAN: | have only done one, M. MacNutt.

MR. MACNUTT: | was anticipating that you were going to race
to the conclusion and mark themall at once.

CHAIRVAN: Al right. | will depart fromny normnal
characteristic spurt at the end and keeping it slow, M.
MacNutt --

MR. MACNUTT: Thank you, M. Chairman.
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CHAI RMAN:  The next document that | have is obviously an
excerpt from Seizing the Cpportunity, Volume Il. There

are two pages attached to that title page, and that wll

be A-14.

MR CONNORS: |I'msorry, M. Chairman?

CHAI RVAN:  Sei zing the Opportunity, Volune Il. The next
docunent will be A-15 and that appears to ne to be an

excerpt froma final rule of FERC i ssued on the 20th of
Decenber, 1999, and it's a four page exhibit. So that's
A- 15.

The next nunber is A-15, and that -- sorry -- A-16 --
and that's an excerpt fromthe final rule in FERC O der
888.

Am | going too fast, M. MacNutt?

MR, MACNUTT: Well would you just repeat what A-15 is,
because --

CHAI RMAN:  A-15 is an excerpt froma FERC Order dealing with
regi onal transm ssion organi zations issued on the 20th of
Decenber 1999. [|I'mtold by Comm ssioner Sollows it's
Order 2000. But it's a four page excerpt, not to be
confused with Exhibit A-16 which purports to be an excerpt
from--

MR. MACNUTT: For the benefit of the participants, M.

Chai rman, NB Power is just distributing what you have
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marked as A-15 at this tine. That's where the confusion
cane in. W did not have it before us so that we could
mark it.

CHAI RMAN: M. Morrison, you have not organized this well,
sir. You have M. MacNutt totally confused.

MR. MORRI SON: | thought | had organized it well but
apparently | have not. It mght be appropriate if we can
maybe take ten mnutes, or did you want to break for |unch
now? My cross exam nation is going to be an hour or an
hour and ten mnutes | anticipate.

CHAI RVAN:  That | ong?

MR MORRISON: | anticipate. | can underestimate if you
prefer, M. Chairnman.

CHAIRVAN: | think -- why don't we -- how many nore exhibits
do you have?

MR MORRISON: | believe there are three nore.

CHAI RMAN:  Let's at |east get those done.

MR. MORRI SON:  Ckay.

CHAI RVAN:  And M. MacNutt now allows ne to mark A-15. And
then 888 is A-16.

CHAI RVAN:  Now I will just wait until everybody has this but
the next we will be marking is fromthe Regie in Quebec.
And it is a translation fromtheir decision dated -- the

deci sion was delivered on the 9th of April 2001.
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MR. MORRI SON:  Perhaps you mght identify that further, M.
Chai rman, as being section 10. Because there is a
subsequent one that deals with Section 7.

CHAI RVAN:  Well | could, but there is nothing on the face of
it that says | should. Gay. So this is Section 10 then.

Everybody got a copy of that? | will wait.

MR. MACNUTT: M. Chairman, just to advise the participants,
t he nost recent handout from NB Power apparently is with
respect to Section 7, not 10. You just nmarked 10 which is

now bei ng handed out.

CHAIRMAN: | didn't mark it, M. MacNutt. | said | was
goi ng to.
MR. MACNUTT: |'msorry, M. Chairnman.

CHAI RVAN:  What a task master.

MR. CONNORS: Dare | ask for a copy?

CHAI RMAN:  No, you don't dare. You don't dare. Please, M.
Connors, hold your peace.

MR. CONNORS: W didn't get Section 7.

CHAI RMAN:  No, and | haven't got it yet either. So that is
just M. MacNutt. He has been uniquely fingered for that
one. | want to wait until -- does everyone now have the
section 10 portion of the English translation, the Regie's
Deci sion of April 9, 20017

Wel | since nobody said no, we haven't, why | presune
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you do and that is now marked A-17. That is section 10.
This is referred to section 7 of the Regie Decision, is
t hat correct?

MR MACNUTT: Yes.

CHAI RMAN: W don't have that yet. You are ahead of us.
M. Morrison, |'mdisappointed in you.

MR. MORRI SON: My apol ogi es, M. Chairnman.

CHAIRVAN: Al right. | now have a further excerpt fromthe
Regie's Decision of April 9, 2001 dealing with section 7,
transm ssion | osses. Everybody have a copy of that?
kay. That is A-18.

Now | believe the final document that the secretary

has is -- well witten in the top right-hand corner is
Order 888 A, Part Il. GCkay. Everybody got a copy of
t hat ?

MR. MACNUTT: None of us have copies, M. Chairnman.

CHAIRVAN: Al right. Then Order 888 A, Part Il, that three
page excerpt will be given an exhibit nunber A-19.

M. Mrrison, those are all the exhibits?

MR MORRISON: That's it, M. Chairnman, thank you.

CHAI RMAN:  So why don't we break for lunch and cone back at
1: 30 then.
(Recess - 12:00 p.m - 1:30 p.m)

CHAI RMAN:  Good afternoon, |adies and gentlenmen. Any
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prelimnary matters? |If not, M. Morrison, go ahead, sir.
MR. MORRI SON:  Thank you, M. Chairnan.

CHAI RVAN:  Actually M. MacNutt pointed out to nme, and
properly so, that | had the exam nation of this panel out
of sequence, that he should have been after you, M.
Morrison, and what not.

So | said well, M. MacNutt, if you have any questions
after M. Mrrison's exam nation we will be glad to give
you the opportunity.

MR MORRISON: Fine, M. Chairman. And | promise | won't
put any nore docunents in today.

CROSS EXAM NATI ON BY MR MORRI SON:

Q - Good afternoon, M. Connors, M. Sidebottom
MR SI DEBOTTOM  Good afternoon
MR. CONNORS: Good afternoon.

Q - There are essentially three issues that you have raised
in your evidence. And I'mgoing to deal with two of them
really this afternoon.

The first is one that came up in your evidence this
norning. And it deals with the question of energy
i mbal ance.

And | believe in response to a question from Saint
John Energy this norning, | believe it was you, M.

Si debottom that said that the proxy that is being
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proposed by NB Power for pricing energy inbalance -- and
my notes indicate that you say that the proxy is not
reflective of the actual costs of the supply for energy
i mbal ance.
Is that a fair paraphrase of your position on that?

MR. SI DEBOTTOM Reasonably so, yes.

Q - Okay. Now you would agree with nme that energy inbal ance,
there should be a pricing signal that gives a clear
incentive for market participants to neet their |oad
schedul e?

MR SI DEBOTTOM  Yes, we do.

Q - And conversely then you would al so agree with nme that the
pricing signal should be a disincentive for people or
participants to | ean on the system

And you know what | nean by | eaning on the system
right?

MR. SIDEBOTTOM Yes. | would say that the disincentive
needs to be of the right size so that it puts appropriate
signals to nove the generator to the | oad schedul e and at
the sane tinme balancing the fact that you don't want to
over penal i ze the generator to the extent that it is going
to cause themnot to consider using potential paths, or in
a general case, you know, probably disincent using the

open access system
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| f you have too high a penalty you can actually cause
peopl e who are | ooking to invest or use a transm ssion
systemto put an extreme risk premumin place because the
di si ncentive would be too great.

Q - Okay. That is a long answer to ny question. And | wll
restate ny question again just so that it is clear on the
record.

You woul d agree that the pricing signal has to provide
a disincentive for participants to |lean on the system
Wul d you agree with that statenent?

MR SI DEBOTTOM  Yes.

Q - Thank you. | would like to turn nowto the question of
the 1998 reservations. And perhaps, M. Connors, you are
probably the person that took the lion's share of the
guestions on that this norning.

And | will direct ny questions to you at | east
initially. And | just want to nake sure that we are
tal ki ng about the sane thing.

It is ny understanding fromyour evidence and what you
indicated this norning that Enera takes issue with the
reservations under the out and through tariff in 1998 and
particularly with respect to those dealing with the MEPCO
tie, is that fair?

MR CONNORS: | think that that is fair, yes.
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Q - kay. And | just want to review the facts to nake sure
that we are all --
MR. CONNORS: It is the MEPCO tie that seens to be the one
that has the greatest capacity reservation --
Q - kay. So | will just --
MR. CONNORS: -- and al so the one that accesses probably the
nost i nportant market area.
Q - Fair enough. | will just reviewthe facts to nake sure
that we are all tal king apples and appl es.

When the out and through tariff was introduced in 1998
there existed I think it was 470 negawatts of reservation
on the MEPCO tie. And of that -- and those were in NB
Power Ceneration. And those reservations were honored
under the 1998 tariff.

Are you with ne so far, M. Connors?

MR CONNORS: |I'mnot in a position to dispute anything that
the record has established --
Q - ay.
MR, CONNORS: -- with regard to who holds what. And | know
t here have been i nfornmation responses back from your
conpany on that. And we accept what all of those say. So
it may not be necessary to go through it piece by piece.
Q - Wll, just to set the stage at |least. And those

reservations were -- they had a one-tine right of renewal.
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And NB Power Generation exercised that right of renewal.
And that is what got us to the situation where we are
today with respect to the reservations on the MEPCO ti e.

Wul d you agree with nme so far?

MR. CONNORS: All | knowis what it appears to be today,
which is that there is a significant -- there seens to be
a significant amount of that capacity which is held by New
Brunswi ck Power and does not seemto be connected to third
party contracts.

Q - Gkay. But --

MR. CONNORS: And obviously there was a history at sone
poi nt perhaps sone of themwere, and that they were not
continued. | don't know what the whole history of each
one is other than that's where it is today.

Q - But as | understand your evidence, M. Connors, that is
t he basis of your objection, that there were 470 nmegawatts
honored, if you will, in 1998.

When those contracts came up for turnover or rollover,
they were renewed. And that gives us the situation that
we are in today with respect to the MEPCO tie-in

| understand that that is what you take issue wth,

t he process of honoring the original reservations and the
one-tine renewal s of those reservations?

MR CONNORS: | think it is nore accurate to say that today
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we | ook at your conpany putting forward for the first tine
an open access transm ssion tariff in New Brunsw ck.

And so our position with regard to that is that the
sanme rul es should apply here generally as seemto have
appl i ed el sewhere, and that that in our interpretation
woul d nean that third party contracts would be preserved
but that NB Power, if you would, contracting with itself,
that that isn't a third party contract. And it is exactly
t hose ki nds of things which ought to go up into the
conpetitive option.

Q - Okay. wll --

MR. CONNORS: To the extent that your conpany relies upon
the 1998 tariff, | think I have already said this norning
that there are a variety of reasons we don't consider that
to be --

Q - Oay. | will get into that --

MR. CONNORS: Ckay.

Q - -- M. Connors.

| would ask you to turn to exhibit A-16. And you are
vi ce-president of Regulatory Affairs, M. Connors?

MR. CONNCRS: For Enera Inc., yes.

Q - Okay. And you talked this norning about FERC Order 888
and beyond, | think were your terns. You are famliar

with the FERC Orders and --
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MR. CONNORS: | have sone famliarity with it. 1 have read
it. And of course we are doing sone business in that
ar ea.

But | wouldn't want to -- one of the difficulties I
think in this whole scenario in Canada is none of us are
FERC | awers. But with those qualifications in mnd I
will try to answer your questions.

Q - Okay. Fair enough. Wuld you turn to page 84 of exhibit
A- 167

MR CONNORS:  Yes.

Q - And | believe the copy that | gave you has a highlighted
portion. And | wonder if you could read that for ne
pl ease?

MR. CONNORS: It says, we do not believe it is appropriate
to order generic abrogation of existing requirenments and
transm ssi on contracts.

Q - kay. And | would ask you to turn in the sanme exhibit to
page 88. And | believe |I have highlighted the | ast
par agraph on that page. | wonder if you could read that
for nme pl ease?

MR. CONNORS: Yes. Again in our view FERC is talking about
third party contracts but says --

Q - Okay. Wwell, we can get into argunent |ater, M. Connors,

but --
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MR. CONNORS: (Okay. Quotes, "A further issue concerning
firmcontract custoners is their right to transm ssion
capacity and the rate for such capacity when their
contracts expire by their own ternms or becone subject to
renewal or rollover. W have concluded that all firm
transm ssi on custonmers' requirenents and transm ssion only
upon the expiration of their contracts, or at the tine
their contracts becone subject to renewal or rollover,
shoul d have the right to continue to take transm ssion
service fromtheir existing transm ssion provider. The
l[imtations are that the underlying contract nust have
been for a term of one year or nore, and the existing
custoner must agree to match the rate offered by anot her
potential customer up to the transm ssion provider's
maxi mum filed transm ssion rate at that time, and to
accept a contract termat least as long as that offered by
the potential custoner.™
- Thank you. Now do you dispute or do you have any

evi dence to suggest that the reservations that were
renewed were for nore than a term of one year, the NB
Power Ceneration renewal s that arose fromthe 1998 tariff?

MR. CONNORS: Again, you know, the record with regard to
those, | think, it's on the record. And we are not

di sputing what the record says --
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Q - Fair enough

MR. CONNORS: -- about those.

Q - Oay. | will put another question to you, M. Connors.
Do you dispute or do you have any evidence to suggest that
any other potential custoners offered a rate that was not
mat ched by NB Power Generation?

MR. CONNORS: Again, with no disrespect, you are m Xing
appl es and oranges. You are talking on the one hand about
a process under a tariff which was not an open access
transm ssion tariff.

You had no functional unbundling of NB Power, you had
no code of conduct, you had a discrimnatory rate
structure, and you had no inservice.

It did not neet any of the fundanental crit' -- or it
did not neet all of the fundamental criteria of an open
access transmssion tariff. So we begin | think in this
di scussion at different points.

Q - That may very well be. But that wasn't ny question

My question was do you dispute or do you have any
evi dence to suggest that there were any bids from ot her
custoners or potential custonmers that were not natched by
NB Power Generation in the renewal process?

MR. CONNORS: | have no know edge as to the bids.

Q - Thank you. And if you could turn please, M. Connors, to
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page 89 of FERC -- A-16. Again | have a highlighted

portion on that page. |If you could read that please?

is not a one time right of first refusal for contracts

existing as of the date of the final rule but as an

ongoing right that may be exercised at the end of all firm

contract, including all future unbundled transm ssion
contract terns.
And your question?
My question is are you aware that the right of renewal
that was offered to NB Power Generation was just a one

time right of renewal ?

MR. CONNORS: Well what you are tal king about is NB Power

of fering sonmething to itself. 1It's not in the sane
category as to what FERC is tal ki ng about.

FERC at this tinme is talking about the third party
contracts. At -- back when this Order was granted
essentially nost of the utilities or a great nunber of
them were vertically integrated, and the situation, at
least | believe, is talking to that and the contracts it
refers to being legitimate third party contracts, as
opposed to a conpany hol di ng transm ssion and purporting

to contract with itself.

| will ask ny question again, M. Connors. Are you aware
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that the right of renewal that was offered under the 1998
tariff was a one tine right of renewal, or do you have any
reason to disagree with that?

MR. CONNORS: The tariff docunent speaks for itself --

Q - ay.

MR. CONNORS: -- when it talks of that. | don't disagree
with that. Were | disagree with you is inits
application to New Brunsw ck Power itself.

Q - And | --

MR. CONNORS: The docunent speaks for itself.

Q - And | understand that we will have sonme di sagreenments and
| woul d suggest that that would be best left for argunent,
M. Connors.

MR CONNORS: Well I'ma little worried. | don't want ny
testinmony to be taken by the Board that sinply because |
have read these sections fromthe FERC that | have
accepted that this is sonmething that applies in your
situation. | won't argue the point other than to say nost
strenuously that what FERC is tal king about in all of
these Orders are independent third party contracts.

CHAl RVAN: M. Connors --

Q - That is fair enough
CHAI RMAN: M. Connors, rest assured that we understand your

posi tion.
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MR. CONNORS: Thank you, sir.

CHAI RMAN:  Let's get on and just answer the question that
M. Morrison puts now and you can argue | ater.

Q - | would ask you, M. Connors, to turn to exhibit A-15.

MR. CONNORS: | have it.

Q - And if you could read the highlighted portion on page
602.

MR. CONNORS: Ckay. | have got it. At this tinme we
continue to believe that it is not appropriate to order
generic abrogation of existing transm ssion contracts. W
recogni ze that existing contracts represent negoti ated
rights and obligations achi eved through nutual
negoti ati on.

Q - And the Order that I"'mreferring to that cane out a
coupl e of years after Order 888?

MR. CONNORS: According to the docunent itself it's Decenber
1999. Yes, it's the 2000 -- so-called 2000 Order.

Q - Despite our disagreenent as to whether we are talking
appl es and appl es or apples and oranges, M. Connors, you
woul d agree with ne that at |east with respect to this
i ssue FERC has been consistent in its policy?

MR. CONNORS: Oh yes, | have -- | think we have common
ground if we are tal king about third party contracts, that

FERC has been quite clear that those aren't to be
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abrogated. Now there has been sonme entrenching it appears
around the corners of that but as an essential principle,
no, we are on the sane page.
Q - Okay. That's fair enough. | would ask you to turn to
exhi bit A-14.
MR. CONNORS: And this is the extract fromthe energy
policy?
Q - Fromthe energy policy that we referred to this norning
And again my diligent highlighters have highlighted a
segnent on page 15 of that document. It is at the top of
t he page.
MR. CONNORS: Yes. GCkay. GCot it.
Q - I wonder if you could read that highlighted portion
pl ease, M. Connors?
MR. CONNORS: To date the size and profitability of NSPI's
export market has been severely limted by a 300 negawatt
i nterconnection with New Brunswi ck, a relatively high
transm ssion tariff in New Brunswi ck, limted surplus
generating capacity, particularly during the wi nter
nmont hs, and the fact that Nova Scotia does not currently
satisfy FERC s reciprocity requirenents, FERC Orders 888
and 889.
Q - Now | understand that this isn't an Emera docunent. |It's

a policy docunent fromthe Province of New Brunswi ck. 1Is
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there anything in that highlighted portion that we just --
that | just had you read with which you disagree or with
whi ch Enmera di sagrees?

MR, CONNCRS:  No.

Q - Oh, I'msorry, | said the Province of New Brunsw ck.

meant Nova Scoti a.

MR. CONNORS: No, sorry, | heard your question as the
Provi nce of Nova Scoti a.

Q - Thank you. That paragraph seens to tal k about, and you

can agree with nme or not, limtations on the ability of
NSPI, Nova Scotia Power to expand. |Is that a fair
coment ?

MR. CONNORS: It is talking about NSPI's export market.

Q - And the constraints on that --

MR. CONNORS: Sure. | nean, the ties as it is.

Q - There is no nmention in that segnent that we have just had
you read of the MEPCO tie or any constraints in the MEPCO
tie?

MR CONNORS: No.

Q - Now I know that in answering sone questions from M.
Barnett this norning, there was -- | think he put the
guestion to you whether Enera or its predecessor Nova
Scotia Power received notification of the open season in

the 1998 tariff. And if | understand your evidence
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correctly, M. Connors, | guess you didn't know? |[s that
fair?

MR. CONNORS: Just -- could you just repeat the question for
me again, M. Mrrison?

Q - | believe M. Barnett asked you this norni ng whet her
Enmera or its predecessor, Nova Scotia Power, when the out
and through tariff was introduced 1998 whet her Nova Scoti a
Power at that time had been given notice of the open
season. And | believe your response was that you didn't
know, but I'mnot sure if that's correct.

MR CONNORS: In fact |I think I was trying to say that we
have nmade sone effort within the conpany to see whether in
fact there was a notice or we had sone record of a notice.

If M. Marshall or sonmeone says this is how we gave
notice, we wouldn't disagree with that.
Q - So you wouldn't --

MR, CONNORS: It's just we are unable to find anyone with a

MR. CONNORS: -- recollection or any docunment that speaks to

Q - I understand. So if | told you that the matter was

rai sed at an operating comrittee neeting --

MR. CONNORS: Yes, we would --
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Q - -- between -- you would have no reason to dispute that?
MR CONNORS: No. No, if that is what is said we accept
t hat .

Q - And as far as you know, M. Connors, Nova Scotia Power or
Emera -- or | guess it would have been Nova Scotia Power
at that tinme didn't bid in that open season?

MR. CONNORS: Again the answer to that question is no.

Q - No, okay. And it's also the fact, isn't it, M. Connors
as these contracts becane up for the renewal as we tal ked
about earlier, the reservations cane up for renewal, the
one time right of renewal, that that transm ssion capacity
on renewal becane available for bids fromthird parties?
Wul d you be familiar with that?

MR. CONNORS: In general terms | am And | agree with your
proposi tion.

Q - And as far as you know Enera nor any of its predecessors
or affiliates bid on that transm ssion capability either?

MR CONNORS: |I'm-- | agree. | think we previously had
made nention to two incidents |ast year --

Q - Yes.

MR. CONNORS: -- where Enera Energy --

Q - Wth the exception of those two?

MR. CONNORS: -- attenpted to obtain capacity. But other

than that, no, there are none.
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Q - Now | understand that -- and again in questions fromMm
Barnett this norning that your -- when | say your, Enmera
Energy's parent conpany, which is Enera Inc. -- with whom
you are vice president, | understand, M. Connors, is that
right?

MR. CONNORS: For Regul atory Affairs.

Q - I'"'mjust trying to keep all the dance cards straight.

MR. CONNORS: Well --

Q - That it acquired Bangor Hydro in 2001? Sonetinme in 20017

MR CONNORS:  Yes.

Q - And am| also correct in saying that there is a
subsidiary of Emera Energy Inc. which is Enera Energy
Services Inc., is that -- am| correct on that?

MR. CONNORS: There is another affiliated conpany called
Enmera Energy Services Inc., which | believe is -- it's an
American conpany and | referred to it this norning. Now
as to whether its a direct subsidiary of Emera Energy or
not, I"'mnot able to say at this point.

Q - But it is a related conpany?

MR. CONNORS: It is a related conpany, clearly.

Q - And am| correct in saying that Enera Energy Services
Inc. obtained a FERC nmarketing |licence. Again that was
also in 2001? | think we --

MR CONNORS: | -- yes, it certainly has an authorization
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fromFERC to sell power at market base rates, and |
bel i eve that was obtained in 2001.

Q - M. Marshall suggests that it may have been 20027?

MR. CONNORS: There is docunments in the record that we --
that could be checked very quickly if it's inportant.

Q - It's not inportant actually. Wether it is 2001 or 2002
is not material. Now this marketing licence -- with this
mar keting licence Enmera is now able to sell energy into --
directly to U.S. customers, is that correct?

MR. CONNORS: W are able to engage in energy sales in the
Anerican northeast, that's correct.

Q - And it would be true -- this may be obvious but |I'm going
to state it anyway --

MR. CONNORS: But not energy of Nova Scotia Power.

Q - No, | appreciate that. This may be obvious but |I'm going
to state the question -- put the question anyway. At the
time of the open season in 1998 Enera or its predecessor,
Nova Scotia Power Inc., didn't have a FERC marketing
licence for U S access?

MR, CONNCRS:  No.

Q - No, okay. I'mgoing to ask you to turn to exhibit A-17.
That's the English translation of the Hydro Quebec
deci sion com ng out of the Regie.

MR, CONNOCRS: Yes.
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And that's the docunent that deals with section 10 of

t hat decision, which is the procedures for the initial

al l ocation of transm ssion capacity and for the renew ng
of contracts.

And | would ask you to turn to the second page of that

docunent. In the mddle paragraph |I have a highlighted
portion that deals with OPG s intervention in that case.

Coul d you read the highlighted portion for nme, please?

MR. CONNORS: Yes. Mor eover the Intervenor submts that

applying prior right as foreseen in section 2.2 for
renewi ng the reservation of transm ssion services for
Hydro Quebec's export contracts in effect at the tinme when
byl aw 659 canme into force will result in practice to give
a permanent control over the firmtransm ssion service to
the Hydro Quebec production group and to give it an unfair
advant age over its conpetitors in transacting on the

nort heast markets of the United States. OPG submits that
this was the Energy Services G oup intended objective in
1997 and that the procedure that was followed then
constituted a violation of the underlying principles of
open and fair access to the transm ssion service.

Wuld it be fair, M. Connors, to say that the position
that was being put forward by OPGin the Regie case is

simlar to the position which you have adopted in
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connection with the reservations in this case?

MR CONNORS: |I'mnot sure that it is. | nean we only had
the extract fromthe case. It may very well be very
simlar. | wasn't sure for exanple what the ternms of the

1997 tariff were. Was it truly an open access
transm ssion tariff? That would be rel evant.

| wasn't sure whether or not what the export contracts
were. |t sounded -- my understandi ng of the Quebec
situation is that a huge volunme of those inter-ties were
built by being underpinned by contracts that were behind
t he devel opnent of Janes Bay and those kinds of projects.
So that in Hydro Quebec's case you could | ook at the
capacity reservations and see | arge volunmes of sort of
third party contracts, if not directly, indirectly behind
t hem

And | think, sir, if that's true, that's different
fromwhat we are tal ki ng about here, because we are
certainly not objecting to the third party contracts or
t hose which are back --

Q - 1 think we are clear on your position.
MR. CONNORS: But you are asking ne about Hydro Quebec and

our understanding at this point is that there may be sone
factual differences and --

Q - That's fair enough
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MR. CONNORS: -- the decision also got a little conplicated
further on because it was -- there is a portionin it
where the council -- it seens to be that this argunment was

rai sed, then abandoned and then raised again, and that
added to muddy the waters.

Q - If you turn to page 5, and again | have a highlighted
portion which is the Regie's opinion or decision with
respect to this issue. | highlighted a portion. | wonder
if you could read that, please?

MR. CONNORS: The evidence and the arguments submtted by
NEG and OPG have not convinced the Regie that prior rights
of renewal contained in and as conferred in section 2.2 of
byl aw 659 have to be nodified, particularly by putting in
pl ace an open bi ddi ng procedure for the apportionnent of
the systens transm ssion capacity.

Q - And would you agree with ne that insofar as it goes, M.
Connors, that the Regie rejected OBG s argunent on this
i ssue?

MR. CONNORS: Well clearly that's what they are saying, yes.

Q - I'mcurious as to what you nean when we tal k about third
party contracts, and | will just put the position of NB
Power aside for a nonent.

Do these have to be long termfirmcontracts or do

they -- short termfirmcontracts, the ability to
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participate in a particular market? |'mjust curious as
to what you nean by third party contract.

MR. CONNORS: Well if you take the case of a MEPCO tie, for
exanpl e, sonme of those contracts may relate to, you know,
a party has cone and conmtted to a certain anount of
capacity for a certain period of tinme, third party. Your
conpany as well nmay have contracts to supply power to a
certain third party behind sone of the reservations that
NB Power holds. That's fine.

It's where the transm ssion conpany, or in this case
the integrated -- the utility -- is holding capacity in
its own nanme and in effect has a range of options as to
what it can do with it.

Q - So you are not -- when you say a third party contract you
are not tied to any specific type or duration of contract?

MR. CONNORS: |'m advancing that as a general proposition,

that's correct.

Q - Fair enough. Nowis it physically possible for Enera
Nova Scotia Power for that nmatter, to access ot her
mar kets, including the U S. market, using other routes
ot her than NB Power? For exanple, can you wheel through
Quebec to New Engl and, other than -- other than using the
MEPCO i nterface?

MR CONNORS: Right. M friend -- ny colleague tells nme we



- 764 - Cross by M. Mrrison -
coul d go through Quebec but we woul d experience nuch
hi gher | osses taking that route. So practically the MEPCO
route is the preferred route.
Q - But physically you could access the New Engl and mar ket
t hrough Quebec, the New York market, Ontario market
presumably through Quebec, is that correct?

MR. CONNORS: In theory you could, subject to the comment

with regard to | osses.
Q - And just getting back to this Regie decision --

MR. CONNORS: Just give ne a nonent, M. Morrison.

CHAI RMAN:  Wiile the witness is conferring, M. Morrison,
just for the sake of the record, OPGis Ontari o Power
Ceneration | presunme?

MR. MORRI SON: That's correct. Sorry.

MR. CONNORS: All right, M. Mrrison. Thank you very nuch.

Q - Nothing further? GCkay. That's fine. | have a few nore
guestions dealing with one nore issue. | wonder if you
could turn to exhibit A-19. 1'mgoing to ask you a
guestion -- and | have raised this with M. Zed -- it is
the reciprocity issue. | know that the reciprocity issue
was raised in Nova Scotia Power's evidence, but | have
di scussed this line of questioning with M. Zed and
t hi nk he understands where | amconmng wth it.

And if you could turn to page 13 of Exhibit A-19, and
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if you could read the portion which I have highlighted.

MR. CONNORS: This is where they say, we are not requiring
non-public utilities to provide transm ssion access.
| nstead, we are conditioning the use of public utility
open access tariffs by all custoners including non-public
utilities, on an agreenent to offer conparable (not unduly
di scrimnatory) services in return. It would not be in
the public interest to allow a non-public utility to take
non-di scrim natory transm ssion service froma public
utility at the sanme tinme it refuses to provide conparabl e
service to the public utility. This would restrict the
operation of robust conpetitive markets and woul d harmthe
very ratepayers that Congress has charged us to protect.

Q - 1 realize it references there to Congress, the American
situation, but would you agree with ne, M. Connors, that
this is FERC s position with respect to reciprocity in
terms of allowi ng access from-- by one jurisdiction into
the transm ssion system of another jurisdiction, the
conditions -- the reciprocal conditions which nmust be net?

MR CONNORS: It's part of FERC s statenent on that matter,
but I don't think it's the entire statenent on that
matter.

Q - That's fair.

MR. CONNOCRS: | mean FERC has a nunber of waiver conditions
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and there have been a whol e bunch of cases where they have
dealt with and applied those.

Q - Right. Now do you agree that allow ng Enera or any of
its affiliates, notably Nova Scotia Power, to take
transm ssion service from New Brunswi ck when it doesn't or
Nova Scotia Power doesn't allow conparabl e access, that
woul d amount -- let me back up for a nonent.

Enmera Energy has contracts to sell power in Prince
Edward Island, is that correct?

MR. CONNORS: Yes, | understand that to be the case.

Q - And if Nova Scotia Power does not provide reciprocity to
NB Power there is the potential that Nova Scotia Power and
its affiliates, nanely Emera, m ght not be allowed access
to the New Brunswi ck transm ssion systen? That is a
possibility, would you agree with that?

MR. CONNORS: Well indeed I think we have raised and asked
that there be some transition period in order to allow our
systens to conme into sync in this regard.

Q - And if that happened your contracts, and when | say your
contracts | nean Emera Energy Inc., would potentially be
put in jeopardy, wouldn't they? The PEl contract for
exanpl e?

MR CONNORS: Well | would assunme that if New Brunsw ck

Power took steps to prevent the flow of power from Nova
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Scotia to Prince Edward Island, that anongst one of the
i ssues that would ensue would be a contract problem

Q - That aside --

MR. CONNORS: But | don't expect our companies are going to
go down that route. That's why we are trying to resolve
t hese issues in this fashion.

Q - The contract issue aside, and assum ng that the contract
has run its course, the existing contract, Enera's ability
to sell into Prince Edward |Island after this contractual
arrangenent termnated, in the absence of reciprocity
could be put in jeopardy, is that fair?

MR. CONNORS: The short answer is under the ternms of your
proposed tariff | believe that to be the case, and that's
exactly why Nova Scotia Power has raised and Enmera Energy
agrees that there needs to be sone kind of transition
period for a reasonable period of tinme that acknow edges
the different rates at which the two jurisdictions are
nmovi ng towards nore open tariffs.

Q - But the potential is there for Emera Energy Inc., and |'m
tal ki ng about Enera Energy Inc. only in this context,
there is a potential there for it to suffer sonme | osses or
potential |losses, if they were not able to access the New
Brunswi ck transm ssion system for wheeling contracts into

Prince Edward | sl and, for exanple?
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MR. CONNORS: | don't know enough about the ternms of the
contracts to be able to say whether or not that kind of
situation woul d be addressed for exanple as a force
maj eure, whether there is anything that deals with that,
M. Mrrison. So |l can't -- | haven't seen the contracts,
| haven't read them

Q - My question isn't contract specific actually, M.
Connors. Assum ng that you wanted to gain access to the
Prince Edward |sland market after your existing contracts
expired, term nated, and because of the reciprocity issue
if you will, you were denied access to the New Brunsw ck
Power transm ssion system

In that situation the lack of reciprocity could have a
negati ve i npact on Enera Energy Inc., is that correct?

MR. CONNORS: Yes. 1In the context you are tal king about,
quite clearly. | mean that's why we are all concerned
about getting these things done in Nova Scotia in a tine
frame that works for both systens in both provinces.

Q - And would it not be in the interest of Enera Energy Inc.
to be before this Board supporting NB Power's position on
reciprocity, despite what the interest of Nova Scotia
Power m ght be?

MR. CONNORS: We are. | nean | said at the outset of ny

remar ks today we support the tariff. W don't even
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di spute the reciprocity position.
Al we are saying -- all Nova Scotia Power is saying,

and we agree with that, is recognize the political and
mar ket realities of Nova Scotia. Just as it took you six
or nore years to get here in New Brunswi ck, recognize it's
taking a little bit of time in Nova Scotia and let's work
t oget her on that.

Q - Wll I put this question to M. Whalen and | will put the
guestion to you, and I'"mnot putting it to be
argunent ative, but do you believe it's fair and reasonabl e
for Nova Scotia to have access to the New Brunsw ck
transm ssi on system at the whol esal e and industrial retai
| evel when New Brunswi ck doesn't have and won't have, at
| east for a period of time, access to the Nova Scotia
mar ket ?

MR. CONNORS: And by Nova Scotia nmarket you nean the Nova
Scoti a whol esal e mar ket ?

Q - I'mtal king about whol esal e market.

MR. CONNORS: Whol esale market. In the context of how our
two provinces have noved along and that we are relatively
close in point of time, and you are here on an
application, we are saying in our province it wll
probably be another year before we are in an application,

we are not that far out of step that we ought not to be



- 770 - Cross by M. Mrrison -

able to work together on this through a transitional
peri od.

| f we were thumbi ng our nose at the process and doi ng
nothing, then it would be unfair. But in the context of
what is happening on the part of governnent, the utility,
a whol e range of other stakeholders in Nova Scotia, it is
-- it would -- the fair thing to do would be to have the
two provinces work together in the manner in which we are
suggesti ng.

| f we were doing nothing in Nova Scotia, you would be
quite right, it would be unfair, and that's the whole --
one of the major underpinnings of these FERC tariffs. But
that's not the reality of what is occurring.

Q - Gay. Than you for your comrents on that issue. | want
to turn just briefly to the question of losses. And it's
your position | understand that | osses should be
transmtted -- should be cal cul ated at | east on the point-
to-point service on a path specific basis?

MR SIDEBOTTOM That's correct.

Q - That's correct. And I'mnot going to get you to quote
fromthe Regie decision that | put in front of you
Exhibit A-18, but |I'massunmng, M. Sidebottom that you
are aware of it?

MR. SIDEBOTTOM O all the excerpts, yes.
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Q - Yes. And you agree that Hydro Quebec rejected the notion
of path specific calculation of |osses and went to a
system average, or approved a system average basis for
cal cul ation of | osses?

MR. SI DEBOTTOM Wiat they recogni zed was that their network
service |losses and their point-to-point |osses were so
simlar, as a matter of fact less than a half a percent
difference, that in their view they saw that they could be
treated one and the sane, which is different fromthe
evi dence presented in IR-27 froma New Brunsw ck Power
guestion by EEI, which shows that the point-to-point
| osses across the New Brunswi ck system vary from about
half a percent all the way to 8.4 percent dependi ng on
what path you are on

Q - AmI correct in recalling your evidence fromthis norning
that one of the concerns that you have about the
calculation of losses that's proposed in this tariff is
that you were concerned about predictability or certainty?

Is that one of the issues that | understood you to --

MR. SIDEBOTTOM  For investnment and for the future of the
systema level of -- a |level of appropriate costing and
predictability around those enhances investnent decisions.

And | think to expand on that point, it is a fact that

attributing the costs or the associ ated | osses of use of
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path with the user gives a clear price signal which can be
predi ctabl e for anyone contenplating using the
transm ssi on system
Q - Wuld you not agree though that system average loss is
arguably as predictable if not nore predictable than a
pat h specific cal cul ation?

MR. SIDEBOTTOM It's certainly predictable. Wether it
attributes the costs appropriate with the use of the
systemis another nmatter.

MR. MORRI SON:  Thank you, gentlemen. No further questions.

CHAI RVAN:  Thank you, M. Morrison. M. MicNutt, do you
have any questions?

MR MACNUTT: No, M. Chairnan.

CHAI RMAN:  Gentl enen, you are excused. W will take a 10-
m nute recess while we change panels. Thank you.

(Recess)

CHAIRVAN: | just want to go on the record as apologizing to
M. Zed for not giving himhis opportunity to ask redirect
guestions of that panel. But he said it is all right.

MR ZED: For the record |I did not have a redirect.

CHAI RVAN:  Ckay.

MR. ZED: And | understand the panel is excused?

CHAI RMAN:  Yes, it is, yes. Thank you, M. Zed. Panel D?

MR MORRISON: It would be appropriate at this tine to have
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M. Snowdon and M. Scott return to the --
CHAl RMAN:  Yes. | think we better reswear them

(MR__SNOADON and MR SCOTT resworn)

CHAI RVAN:  Now M. Nettleton, | guess it is you who are
going to do the cross?

MR. NETTLETON: Yes, M. Chairman, fellow Conm ssioners.
|"mgoing to be doing the cross for both CVE and J. D.
| rving.

| "' m happy to report that there are no further exhibits
for you to mark on ny account today. So we can proceed
right to cross exani nation.

CHAI RMAN: Okay. Go ahead, sir. I'msorry. M. Mrrison?

MR. MORRI SON: M. Chairnman, maybe this would be an
appropriate tine. There are two matters. There is an
undertaking that we would Iike to get on the record that
i s ready.

CHAl RVAN:  Yes. CGo ahead.

MR MORRISON: And there is also a clarification from sone
earlier evidence of M. Snowdon which | think we should
deal with first before M. Nettleton --

CHAI RVAN:  Yes.

MR MORRISON: -- starts his cross.

First, M. Snowdon, under questioning from M.

Nettl eton you were asked whether -- this is with respect
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to the R J. Rudden report.

And | believe M. Nettleton asked you whet her there
was any ot her advice that you received with respect to the
standards of conduct. And your response was nho.

Technically, M. Chairman, that response is correct.
But it may not be as fulsone as it should be. And | would
like M. Snowdon to perhaps coment on that.

MR. SNOADON:  Yes, M. Chairman. | would reference the --
to start ny clarification | would reference an
interrogatory PNB | R-45, which basically states that when
NB Power submitted this tariff docunent with its standards
of conduct we -- and | will read fromthe second page or
at page 362, part 2, where it says that "NB Power revi ewed
our standards of conduct with the Director of Strategic
Pl anning to determ ne what changes would be required to
facilitate the inplenentation of the bilateral nmarket. NB
Power concl uded that the only change would be in the
definition of merchant function. Since this was not seen
as a substantive change, NB Power elected to nodify the
standards of conduct and not devel op a new one."

Wien we asked R J. Rudden to review the standards of
conduct it was as submitted in the tariff docunment. W
di d however have KEMA Consulting, a US consulting firm out

of Virginia, to review our standards of conduct that
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went in with our unbundling project.

And they reviewed that in July of 1999 to determ ne
its relative conpliance with FERC order 889. They
provi ded us with a review docunent. And the
recommendati ons that they made were reflected in that
standard of conduct that went in place at that tine.

So in that sense it was reviewed in principle by KEMA
Consulting in 1999 in addition to the R J. Rudden.

CHAI RMAN:  Anything el se, M. Morrison?

MR. MORRI SON: Yes. There is one undertaking, M. Chairnman,
that arose out of a question fromyourself on Novenber
21st to M. Scott. And it was list the subject matter of
the tariff that can be changed w thout the Board's
approval .

And | believe that was with respect to aspects of the
i nt erconnection agreenent and technical requirenents and
so on. M. Scott is in a position to respond to that.

There is a witten response that |'m happy to
distribute, if that would be of any assistance. O M.
Scott can deal with it on the record, whichever you
prefer.

CHAIRVAN: | don't know. But with the witten response, why
don't we sinply mark that as an exhibit and consider that

to be --



\

Q

Q

Q

Q

- 776 -

MR. MORRI SON:  Ckay.

CHAI RMAN:  -- fulfilnment of the undertaking and be done with

it.
MR MORRI SON:  That woul d be fine.
CHAI RVAN:  Good. M records indicate that that will be A-
20. It is comng, M. MacNutt.
Al right. M. Nettleton, go ahead, sir.

CRGSS EXAM NATI ON BY MR. NETTLETON:

MR. NETTLETON: Thank you, M. Chairman. Panel nenbers,
good afternoon. It is good to be back in New Brunsw ck.
- M. Snowdon, maybe just as a follow up question to the
clarification of the review that has been perfornmed by
KEMA Consulting. That was done in what year, sir?

MR. SNOADON:  July -- July of 1999.

- kay. And you said that there were recommendati ons nmade

by KEMA. And were those reconmendations then -- did those

recommendat i ons cause changes to the standard of conduct?
MR. SNOADON:  Yes, they did.
- And can you descri be what changes were reconmended?
MR. SNOADON: They have been incorporated in the current
standards of conduct.
- | see. And so the docunent that R J. Rudden revi ewed
then took those into account at sone point?

MR. SNOADON:  Yes, it did.
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Q - Okay. And can you refresh ny nenory on the date of the
R J. Rudden report, sir?

MR SNOADON: | will have to check nyself.

Q - Maybe you could -- just tenporally how long after was it
that R J. Rudden was asked to review the report?

MR. SNOADON: The date on that report is June 15th 2002.

Q - And what caused you to have anot her revi ew done of the
standard of conduct by another third party?

MR. SCOIT: The work that was done by KEMA Consul ting, we
hired KEMA to review our initial work when we were
preparing the standards of conduct for the very first
tinme.

And they reviewed a draft and nade reconmendati ons.
And we incorporated those recommendati ons before we issued
our first standards of conduct.

Q - Ckay. But why then did you so soon after have anot her
third party consultant, nanely the R J. Rudden group,
review that same docunent?

MR. SNOADON: The primary reason -- we had R J. Rudden in
to review not only the standards of conduct, but the
tariff and the attachnent, schedul es and so on.

However there were changes made to the standards of
conduct that really redefined the definition of a market

function. Prior to this current application, the 2000
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version, the only nmerchant function that was involved in
t he whol esal e nerchant function

This particular application also contains application
to those involved with retail at the industrial |evel
function as well. So during that process they did an
overall review of the full standards.

Q - So you are saying that while the standard of conduct
docunent itself didn't change, other changes were made or
di d happen that forced or caused the need for R J. Rudden
to performits anal ysis?

MR. SNOADON: The only change that was nade fromthe 2000
version of the standards of conduct to the current version
was in the expanding of the definition to include the
retail industrial nmerchant functions definition in those
standards of conduct. The renminders renained the sane.

Q - Gay. Thank you, M. Snowdon.

If I could have you turn up JDI 7, sir. That is the
exhibit that was filed today that contained the -- that
contai ns the expanded NOPR, parts 1, 2, 3.

MR, MORRI SON:  JDI 6.

MR. NETTLETON. Is it 6? I1'msorry.

MR. SNOADON: That is the bound version? These are not
mar ked up here.

Q - Sorry. It is JDI 6. And it is the pages 1 through 65 of
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the -- sorry, 64 of the NOPR docunent.
And just to perhaps |essen your efforts up there,

M. Snowdon, the other docunment that | will be referring
to is your response to Bayshore Power information or
interrogatory request, supplenentary 6 which | think is A-
5. You mght want to have that at your ready.

CHAIRVAN:  I'msorry, M. Nettleton. [|'mhaving a bit of
difficulty hearing you on occasi on.

MR. NETTLETON. [|I'msorry, sir. | wll speak up.

MR. SNOADON:  Which IR was that again, please?

Q - That is NB Power's response to Bayshore Power -- Bayside
Power, sorry, information request 6, the supplenentary
request 6.

MR. SNOADON: That's BP suppl enental 67
Q - That's correct. Have you got that, sir?
MR SNOADON:  Yes.

Q - Wiat | would like to do, M. Snowdon, is start at page

607
MR, SNOWADON: Page 6 O.

Q - Sorry, 62 of the NOPR document, where at paragraph 105
t he FERC has made four findings that are enunerated both
on pages 62 and 63 of that docunent.

MR. SNOADON:  Yes, | have it.

Q - Now fromthose four conclusions is it fair to sumrmarize
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these as saying that the pro fornma tariff, the concerns
that the FERC has are, firstly, the pro forma tariff
contains provisions that in practice cause unjust

discrimnation. That's the first point. Do you see that?

MR. SNOWDON: Wi ch |ine?

- This is after we find that, the operation of the
Comm ssion's pro forma tariff -- transmssion tariff,
rather, which is admnistered by vertically integrated as
well as non-vertically integrated utilities, such as SO s
contain provisions that in practice permt undue
discrimnation in the provisions of transmssion tariffs

or transm SSion services?

MR. SNOADON: Under bullet 1 you are referring to?

- That's correct. So the concern is the pro forma tariff
contains provisions that in practice causes unjust

di scrim nation?

MR. SNOADON: No, | don't disagree with that. This is a

FERC docunent .

- Thank you. And the second finding that the FERC has made
there relates to transm ssion public utilities who al so
participate in the power market possessing substanti al
mar ket power in retaining the -- and retain the ability to
unduly discrimnate. Do you see that finding? That's

under nunber 2.



- 781 - Cross by M. Nettleton -

MR, SNOADON:  Yes.

Q - Do you have any conments or queries or concerns about
that finding?

MR. SNOADON: Yes. M review of these bullets, and | did
review this. And this was in your handout that you gave
us in Novenber.

The pro forma tariff 888 dealt with access to
transm ssion systens and did not deal with market rules.
And | think what they are referring to here is the market
rules that are being interpreted or associated with the
tariff are the ones that are substantially causing these -
- this undue discrimnation.

It's not perhaps the tariff itself. It's how
utilities are using the tariff in association with their
market rules. This is clearly a market rules issue, in ny
opi ni on.

Q - Oay. Thank you. M. Snowdon, is it fair to say that
the tariff that you are asking this Board to approve does
not contain market rules per se?

MR. SNOADON: No, that's correct. Although the application
of ancillary services and how energy inbal ance are
applied, those types of things are within the scope of the
tariff docunent.

Q - And so absent market rules, would you have any reason to
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find this conclusion or this finding to be of concern to
t he Province of New Brunsw ck?

MR. SNOADON: |'m not sure what you nean by absent market
rules. There certainly will be market rul es associ ated
with the opening of the market in April.

Q - And what is the status of those rules today?

MR. SNOADON: They are under devel opnent.

Q - Thank you. Let's nove on to nunber 3. This finding
seens to relate to the standardi zed whol esal e nmar ket
design issue. And relating to the |lack of standardization
of the market resulting, or may result or can result in
unjust and unreasonable pricing. Is that a fair
assessnment of that finding?

MR. SNOADON: Yes, | believe that to be correct.

Q - Do you have any conments that you would |i ke to make on
that point as it relates to the New Brunswi ck market pl ace?

MR. SNOADON: In regards to the market rules or in what
regard?

Q - Inregards to your application, sir? 1Is it of a concern
as it relates to your application?

MR SNOADON: | in principle do not disagree with what
statenents you have made. O her than to say that FERC in
its introduction of this NOPR actually recogni zes that

Order 888 has fundanentally altered the | andscape of the
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i ndustry and has been a -- deened to be a progressive
first step in the unbundling of markets within -- within
the US. And it's the application of market rules that
tend to have required the FERC to nove towards devel opi ng
rules for a nore efficient market.

Q - Soin terns of the categories of this issue falling into
that is a nmarket rule issue or a tariff issue, are you
putting it in the canp of market rules?

MR. SNOADON:  This bullet 3?

Q - Yes.

MR. SNOADON: Yes, it clearly -- it clearly states that.

Q - Thank you. Wth respect to the fourth finding, the issue
here or the finding here relates to proper pricing signals
that are not being sent into the electric marketpl ace
under the existing tariff. |Is that fair?

MR. SNOADON: Yes, that's what it says.

Q - Soin terns of categories, this wuld be a tariff issue
as opposed to a market rules issue?

MR SNOADON: | interpreted that to nmean energy prices
actually, not tariff prices. And, again, reflective of
mar ket s and how efficient markets are operati ng.

Q - So the word "infrastructure” found in paragraph 4 of this
finding relates only to non-transm ssion facilities?

MR. SNOADON: No, it can also apply to transm ssion
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infrastructure as well.
| think what | was getting at is that the end price to
t he market pl ace, which includes tariff, it includes the
price of energy is really the pricing signal that is a
conposite.

Q - Al right. M. Snowdon, when did the concerns -- let ne
put it this way. D d the concerns of the FERC that are
expressed in the NOPR, did they cone as a surprise to New
Brunsw ck Power ?

MR. SCOIT: Certainly I don't think they came as a surprise.

There has been an ongoing evolution of the markets in the
US for a nunber of years now And this is seen as anot her
step in the process. W have been foll ow ng what has been
happening in the US.

Q - Okay. And can you help ne understand what you nean by a
step in the process?

MR. SCOIT: Initially if you go back to the Energy Act in
the US, which | believe was in the early 1990s, indicated
that there would be an energy narket there. Follow ng
that, FERC ordered issue 888 which brought open
transm ssion access. The result of the transm ssion FERC
Order 888, it did provide good transm ssion access, but
there were still sone problens with that.

A couple that | can think of right now are that each



- 785 - Cross by M. Nettleton -

utility was filing a transm ssion tariff. And as a result
of that, there would be a possibility of a nunber of
tariffs being in series or pancaked together. So FERC
t ook another step to address that through order 2000.
They al so dealt with the need to get |arger regional
mar kets. And order 2000 was dealing with that as well.

The current NOPR that we see here in the standard
mar ket design is | see another step in that they are
trying to cone up with a nore standard set of rules that
everybody can operate to. Certainly Order 2000 did not
take away from Order 888. It indicated that the
transm ssion tariff that Order 888 was conming out with
woul d continue. The SMD NOPR on the other hand has said
we can make inprovenments in that as well.

Q - M. Scott, since you have referred to Order 2000, and
think ny friend, M. Mrrison, has provided an excerpt of
the FERC Order 2000 -- let me just find it in the exhibit
here. It's exhibit A-15. That docunent canme out and was
i ssued on Decenber 20th 1999. Wuld you take that subject
to check?

MR SCOIT: Yes.

Q - Could you turn to page 17 of the JDI -6 attachnment? Have

you got that, sir?

MR, SCOIT: Yes.
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Q - At page 17 of the NOPR there is a description of O der
2000, do you see that?

MR SCOTT: Yes, | do.

Q - Wen New Brunswi ck Power filed the current tariff
application it was aware of FERC Order 2000, was it not?

MR SCOIT: Yes.

Q - Has there been any attenpt by New Brunsw ck Power to
address the concerns enunerated in the NOPR description
and in particular under note 22 where it tal ks about
standard of conduct violations?

MR. SCOTT: Your question is whether we addressed standard
of conduct violations?

Q - As specified --

MR SCOIT: O were we --

Q - -- in FERC Order 20007?

MR. SCOIT: -- or whether we were -- we didn't specifically
deal with the standard of conduct violations. W have
participated in sone initiatives in |ooking at how to
address Order 2000. But we had an existing tariff and our

current proposal is a FERC Order 888 tariff.

Q - Is it FERC Order 2000 conpliant? Do you know that?
MR. SCOIT: | don't know.
Q - Have you had any experts provide you any advi ce about

whether it is Order 2000 conpliant?
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MR. SCOIT: W did not have anyone |look at it in terns of
Order 2000.

Q - Is there any reason why you didn't?

MR. SCOTT: Yes. W were putting forward an Order 888
conpliant type tariff as directed by the market design
commttee in the energy policy.

Q - So there was no contenplation of addressing the standard
of conduct violations specified in Order 2000 in your
current tariff?

MR. SCOTT: Not specifically, no.

Q - Thank you. M. Snowdon, are you aware of whet her
Brunswi ck Power has taken exception to other Canadian
electric utilities not conplying with FERC Order 20007?

MR. SNOADON:  No, we have not taken exception to that.

Q - You have not?

MR. SNOADON: Coul d you ask the question again? | guess --

Q - Yes. Are you aware of whether New Brunswi ck Power has
t aken exception to other Canadian electric utilities not
conplying with FERC Order 20007

MR SNOADON:. | amnot -- | have no know edge that -- of
t hat .

Q - You have sone famliarity though with the Hydro Quebec
2002 decision, do you, sir?

MR. SNOADON: | have very limted know edge of that.
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Q - Wll if you turnin to page -- or turn to page 18, and at
the bottom of the page dealing with note 22 you can see
that the description of the Order 2000 includes pancaki ng
of access charges. Does that ring a bell in ternms of the
position that New Brunswi ck Power took in respect of the
Hydro Quebec deci sion?

MR SNOADON: |'mnot qualified to answer that. [|'m not
aware of the specifics of what our intervention of that --

Q - Wuld it strike you as at |east inconsistent if New
Brunswi ck Power had outlined concerns with respect to
anot her Canadi an electric utility not conplying with FERC
Order 2000, and yet here you are today before this Board
indicating that your tariff has not taken into account
this Order?

MR. SCOIT: It's ny understandi ng when you deal with
pancaki ng of transm ssion tariffs that you are dealing
with nore than one transmission utility and certainly
Order 2000 was dealing with that. It would be a necessary
first step probably to ensure that the utility had a
regul ated tariff before you took the next step of form ng
an RTO that Order 2000 was | ooking at.

Q - Al right. Let's nove onto a different area if we
could, sir. | would like you to turn to page 3 of the

NOPR. Just before | nove there, M. Snowdon, rest assure
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| will address this further with M. Marshall in Panel C
this issue of Hydro Quebec's position as -- it was his
evi dence in that proceeding that dealt with FERC O der

2000.

MR. MORRI SON:  You coul d obviously call himthis afternoon,

M . Chai r man.

CHAI RVAN:  No.

What | would |ike you to turn to, M. Snowdon, is
paragraph 4. And what | would |ike is are your comments
first with respect to the passage at the bottom of page 3,
whi ch reads, Wen supply and demand do not fully -- do not
support fully conpetitive markets, market design should
provi de protection against market power. W seek in this
rule making to put in place sufficient regulatory back
stops to protect custonmers against the exercise of market
power when structures do not support a conpetitive narket.

Mar ket nmonitoring at all tinmes and nmarket power
mtigation when needed are critical pieces of this
initiative.

Coul d you comrent on that?

MR. SNOADON: | guess | have no reason to question this.

Well, M. Snowdon, is New Brunswi ck Power proposing in
its application any additional regulatory back stops other

than those contained in the 888 pro forma?
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oversight of the tariff and the subm ssion that's before

t hi s Board.

- So in ternms of any additional regulatory back stops that
woul d be required to have your tariff approved, you have
no conmment on what those additional regulatory back stops
shoul d be?

MR. SNOADON: |'mnot sure what you are specifically
referring to. It is a bilateral nmarket that's going into
effect.

- 1" masking you, sir, of whether you have any comments or

any additional thoughts on what type of additional
regul atory back stops are necessary in light of the FERC s
findings that the FERC pro forna 888 tariff does not

i nclude sufficient regulatory back stops?

MR. SCOIT: This particular application is for a FERC O der

888 transm ssion tariff, and as M. Snowdon has just
indicated it is for bilateral type transactions where
transm ssi on custonmers nake requests for transm ssion
service and then utilize the transm ssion system W are
openi ng up for whol esal e access at the transm ssion | evel
for retail customers.

It's not a full-fledged market |ike the standard
mar ket design was attenpting to deal with, and for the

nost part market power should not be an issue for
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transm ssi on customers.
There are areas where market power is an issue. Those
are primarily in the area of ancillary services because
t hose are products that have to be provided in order to
support the market. And as a result of that we have put
forward pricing methodol ogies as part of this tariff

application to deal with that, and they would be at fixed

prices.

Q - Thank you, M. Scott. | guess ny -- is it fair to
sumari ze that statement, M. Scott, by saying -- and M.
Snowdon, your previous conments -- that if there are

addi tional regulatory back stops that are necessary, it's
up to the Board to deci de what those are based on the
evi dence of this proceedi ng?

MR. SCOIT: There are certainly no other back stops that are
contenpl ated other than what is contained in this tariff.

Q - And that tariff is based on the pro forma 888, correct?

MR SCOTT: That is correct.

Q - Thank you. And, M. Scott, there is nothing further than
what is contenplated in the pro forma 888 tariff in this
application dealing with marketing -- sorry, narket
nmonitoring and market mtigation as outlined in this
passage | just read to you, the |ast sentence?

MR. SCOIT: |'mnot aware of any other.
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Q - And, M. Snowdon, would you put that in the canp of

mar ket rules or tariff issues?

MR. SNOADON: The tariff does provide audit capability.
That is a formof regulatory back stop. The audit through
t he books and records of the transm ssion provider woul d
be avail able or are available and will be nmade avail abl e
to this Board.

Q - That's a discussion we had on our |ast day, correct?

MR SNOADON:  Yes.

Q - Let's nove on to page 5. At paragraph 8, M. Snowdon
the FERC i s discussing its concern and suggestion for and
need of an independent transm ssion provider. Do you see
t hat ?

MR, SNOADON:  Yes.

Q - I just want to understand the position of New Brunsw ck
Power in respect of independent transmi ssion provider. In
this FERC docunent they define an independent transm ssion
provi der as one having no financial interest either
directly or indirectly through an affiliate of a public
utility. Is that a fair summarization?

MR SNOADON:  Yes.

Q - kay. And is that the -- that's not what is proposed in

your tariff, right?

MR. SNOADON: No, it is not, although we support
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i ndependence as defined and as reconmended by the market
design commttee. They certainly discussed this concern
and put forward recommendations in that regard with two
di fferent nodels of achieving the degree of independence
that they feel is necessary, keeping in mnd that this
i ndependence question creating a totally independent
system operator can be a very costly thing and one really
has to evaluate the nerits of that in |light of the market
opening that is proposed in New Brunswi ck for April of
2003.
Q - Al right. But at least in the short-termand what is
applied for in this tariff you have not followed the
mar ket design conmittee recommendation, fair?
MR. SNOADON: This application before this Board does not
preclude that fromtaking place.
Q - But you are not proposing it, correct?
MR. SNOADON: The application before this Board is froma
vertically integrated utility, NB Power.
Q - Sir, you will be the head of the transm ssion -- the
i ndependent -- the dependent transm ssion provider?
MR. SNOADON: That's one of those tricky questions that
started this panel. Yes.
Q - kay. And will you be -- will your operations be

governed by sone form of independent body? W will you
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report to, sir?
MR. SNOADON: As the head of the transm ssion subsidiary |
will report to the President of NB Power.

Q - ay.

MR. SNOADON: However, there is the recommendation fromthe
mar ket design conmittee that there would be an i ndependent
-- either a governance panel or an independent board that
woul d provi de oversight to the market and the narket
rules. That is yet to be defined and determ ne.

Q - So at this present tinme it's just sinply the plan. There
is no legislation yet that either you know or | know,
correct, concerning the market design and market
i npl enentation rul es?

MR. SNOADON: As of today that is correct.

Q - And then, M. Snowdon, when | turn to the IR that | have
referred to where there is some di scussi on about the
i nt ended i ndependence, just so that | amclear, that is
what you expect will happen at sone point in the future,
that there will be an independent system operator?

MR. SNOADON: Yes. There will be before the market opens an
i ndependent -- either a governance panel or an | SO board
that the systemoperator will report to.

Q - Sorry. Didyou say before April 1, 2003?

MR. SNOADON: Before the market opens and that is schedul ed
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to open in April 1 of 2003.

Q - Do you have any further information about that governance
body
and
board
t hat
woul d
provid
e nore
assura
nce
t hat
t here
wi | |
be in
fact
sone
form
of
i ndepe

ndence

MR. SNOADON: | have no definitive know edge, no.

Q - Thank you. Now further on in that information response,



sir, the last sentence in particular refers to the fact
that the Transco and the |1 SO would effectively remain as
one entity. Do you see that?

MR, SNOADON:  Yes.

Q - How does that square up with the concern of the FERC
found at page 5 as it relates to financial interests? How
can the two, the transm ssion and the 1SO renain as one
entity, but not have a financial interest?

MR. SNOADON: The financial interest that this is referring
tois in any market participant, if you read on in that
sane sentence.

Q - | guess the sinple question is, is -- are you
contenplating the system operator and the transm ssion
facility owner to have a continuing financial interest
after the market opens?

MR. SNOADON: Financial interest only in establishing the
revenue requirenments of that transm ssion entity, not in

the market itself.
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Q - So that would be an indirect financial interest? The
corporation, the two halves are part of the sane
corporation, are they not?

MR. SNOADON: This is an independent transm ssion
or gani zati on outside of NB Power.

Q - A separate corporation?

MR. SNOADON: That's what that is referring to in that IR

Q - That is what you are contenplating then, is it, a
separ at e corporation?

MR. SNOADON: That is if -- the qualifier in that IRis if
that is one of the nodels that is being considered by
gover nnent .

Q - Al right. But for the purposes of this Board the actual
nodel that is contenplated is not known at this tinme?

MR. SNOADON: For the purposes of this hearing before this
Board, it is that we are submtting a transm ssion tariff
as a vertically integrated utility. The independence of
the system operator that administers this is another issue
that will be dealt wth.

Q - Al right. Let's nove on to page 21, if we could,
pl ease. M. Scott, | think you were making the point
earlier that the SVMD nodel is intended to apply not only
to whol esale but also retail markets, is that fair?

MR. SCOIT: | think it would be nore correct to say that if
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retail existed in a location then it would apply.

Q - Fair enough. But as it relates to whol esale which is
what we are here to talk about today, it is quite clear
t hat the FERC NOPR addresses that concern, is that fair?

MR, SCOIT: Yes.

Q - And the concern | would particularly Iike you to comrent
on is found in paragraph 31 which starts in the second
sentence whi ch says, vertically integrated transm ssion
owners and operators continue to use their interstate
transm ssion facilities in ways that inhibit conpetition
i n whol esal e power markets as well as conpetition in those
retail power markets where states have adopted retai
choice. Do you see that?

MR, SCOIT: Yes.

Q - Do you have any commrents on that?

MR. SCOIT: Certainly there have been indications of
transm ssion discrimnation, but it doesn't happen in al
circunstances. And --

Q - Let's see if | can help you out a bit, M. Scott. As it
relates to New Brunswi ck, are you concerned about this
concern? Should this Board be concerned about this
concern? And if not, why not?

MR. SCOIT: | don't think this Board should be concerned

about discrimnatory practices.
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We have gone to -- nade a strong effort in terns of
putting together a transm ssion tariff that is open and
non-di scrimnatory. W have put in place practices with a
standards of conduct that would prevent that -- prevent
di scrimnatory action from happening. W have stated our
intent to treat the New Brunsw ck Power Generation in the
same nmanner as other generators and to treat the New

Brunswi ck distribution business unit as a whol esal e

cust oner.
Alot of the -- if you were to go and | ook at sone of
the -- sonme of the concerns that were raised by this SVD

NOPR, a lot of themdealt with things |like access to
transm ssion interfaces for inmport to serve native | oad.
New Brunswi ck has been a net exporter and sone of the
di scrimnatory practices, such as using capacity benefit
mar gi ns, things like that, we do not have those in place
here.
So | believe by and | arge that the Board shoul d not be

concerned with discrimnation.

Q - Using a FERC pro forna 888 tariff?

MR SCOTT: That is correct.

Q - Is one of the objectives of whol esal e conpetition the

opportunity for having additional players in the

mar ket pl ace, if you will? |Is that one of the objectives
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that you are trying to fulfil with this tariff?

MR. SCOTT: | think that's one of the outcones. The

objective is nore to provide custoners at the whol esal e
| evel with choice.

If you go on in the passage, M. Scott, it tal ks about
di scrimnatory preferences, and the discrimnatory
preferences that the transm ssion owners and operators
give to their own uses of the interstate transm ssion grid
to serve their retail customers, and it goes on to say,
results in discrimnation against and in costs being borne
by ot her whol esale and retail customers who also rely on
the interstate transmssion facilities to buy power. And
it then concludes by saying, the discrimnatory
preferences also create barriers to new sellers that could
provi de | ower cost power. This could result in higher
prices to the native |oad served by the transm ssion
owner .

And you are saying that that is not of concern or

shoul d not be of concern to this Board in respect of your

applied for FERC 888 pro forma tariff?

MR. SCOIT: | amsaying that it is certainly not our intent

to operate discrimnatorily.
Well M. Scott, | guess what | amreally asking is you

have made your application with a FERC pro fornma 888
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tariff that has now been found by the FERC to have these
concerns.

And | amtrying to understand what is it that you are
proposing to do for the purposes of this Board and this
application and for the people of New Brunswi ck, what are
you proposing to do to address these concerns? Anything?

MR. SNOADON: | believe the issue that FERC was trying to
address or attenpting to deal with in terns of this
particul ar issue related, and M. Scott nentioned it, was
the reserve capacity on the transm ssion systemthat the
transm ssion provider reserves for future |load growth
within the jurisdiction, as one issue.

And under this application before the Board, there is
no reservation or pre-reservation of capacity on the
transm ssion systemto deal with that issue.

And the second one is, is reserve capacity benefit
margin that is also a way of dealing with providing access
to transmssion for retail load. And again, there are no
capacity benefit margins put forward in this application
before the Board.

And by having an open access tariff that allows
anybody -- there is no reserve capacity there that limts
an ability for a whol esale custoner to bring capacity and

energy into the systemto serve those | oads, albeit the
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transm ssion constraints that exist on the south to north
fl ow t hrough MEPCO, that we tal ked about the first day.

- M. Snowdon, since you raised the issue of capacity
benefit margin, can | take you to page 34 of the docunent.
Because | think that is where it tal ks about this very

concer n.
s that the concern that you think this earlier
passage is limted to?

MR. SNOADON: That is certainly one of them

- kay. Wth respect to your tariff and what it says about
capacity benefit margin, | think there is a passage found
at page 117 of your tariff pro forma docunment, which is
exhibit A-2, | believe. Could you turn to that please?

MR, MORRI SON:  A-3?

MR, NETTLETON. Sorry, A-3. Page 117.

CHAI RMAN: M. Nettleton, could you give the Board the
reference again, sir?

MR. NETTLETON. Yes, sir. It is page 117 of attachnent C,
which is the New Brunswi ck Power Open Access Transni ssion
Tariff found at --

CHAI RVAN:  That is in vol une?

MR, NETTLETON: A-3.

CHAIRVAN: Is it A-3? Yes, it is preferable to start with

the exhibit. Then we go from-- okay. And the page
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nunmber, sir?
MR, NETTLETON: Page 117.
CHAI RVAN:  Thank you.
Q - Have you got that, M. Snowdon?
MR SNOADON:  Yes.
Q - Now you are propos' -- is it fair to say that New
Brunswi ck Power will decide to apply CBM at sone point in
the future? |Is that why this provision is here?

MR. SNOADON: No, it is not anticipated that that will be

used.
Q - So there is no process contenplated in terns of how much
and how CBMw || be offered at this point in tine?

MR. SNOADON: It is not anticipated that that woul d be
required. This provisionis in there if in the
unli kel ihood that system grow h or whatever caused -- this
gives us the provision to reevaluate the need for that.

Q - If you go back -- if you keep your thunb on that page,
but go back to page 35 -- 34, sorry, of the NOPR It is
nmy understanding that part of the concern that the FERC
has raised is with respect to having the nmethod by which
the CBMis cal cul ated known and understood and be part of
t he public domain.

| f New Brunswi ck Power offers CBMin the future, wll

NBP nake its nethod public?
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MR, SNOADON:  Yes.

Q - Thank you. WII there be a review by an independent

third party of that methodol ogy?
MR, SNOADON:  Yes.

Q - Thank you. M. Snowdon, | would like you to turn nowto
page 23 of the NOPR docunment. And the passage that | am
particularly interested inis at -- starting at the top of
page 23 and starts, OQther opportunities for vertically
integrated transm ssion providers to operate in ways that
favor their own generation remain within the construct of
the pro forma tariff. Exanple, preferences for native
| oad, and network custoners to reserve transm ssion
capability, differing transm ssion services that raise
barriers to conpetition, the |ack of inclusion of al
services under the same tariff. As noted in Order 2000,
perceptions of discrimnation are significant inpedinents
to conpetitive markets. Efficient and conpetitive markets
will develop only if market participants have confi dence
that the systemis admnistered fairly.

Do you see that?
MR, SNOADON:  Yes.
Q - Do you agree with the statenent?
MR, SNOADON:  Yes.

Q - How do you think this will affect the devel opnment of a
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conpetitive marketplace in New Brunswick if these concerns

are not addressed by the PUB in this proceedi ng?

MR. SNOADON: Could you clarify that please? | amnot sure

what you nmean by that.

Well if you agree with the statement and the concern that
perceptions matter, right? M question is -- let nme back
up one nore prem se. And that these concerns are driven
off of the use of a pro forma FERC 888 tariff, ny question
is how do you think this will affect the devel opnment if
this Board approves your tariff, how do you think that
this Board will -- how do you think that this will affect
t he devel opment of a conpetitive marketplace in New
Brunswi ck if these concerns are not addressed by the PUB

in this proceedi ng?

MR. SNOADON: The application before this Board sets the

foundation for the nmarket to come into existence.
But the tariff has been found by the FERC to have
per ceptions of undue discrimnation, right? And that
t hese perceptions have significant inpedinents to creating

a conpetitive market, right?

MR. SNOADON: | believe the perceptions that's being

referred to here go beyond the tariff. It is in the
application of markets within various jurisdictions and it

is that discrimnation of -- within those context that
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this is referring to.

Q - Wll let's go to note 32, which is referenced at the end
of that statenment. And it quotes fromOrder -- or cites
Order 2000, where it tal ks about the reluctance on the
part of market participants to share information. Do you
see that?

MR. SNOADON:  Under - -
Q - Note 32
MR. SNOADON: Ch, sorry, down at the bottom

Q - Is that a concern that this Board should be dealing with
as part and parcel of this application or is that not a
tariff issue but rather a market rules issue?

MR. SNOADON:  No, | believe that's a standards of conduct
i ssue.

Q - And how does your standards of conduct deal with this in
an effective way?

MR. SNOADON: It gives specific restrictions or provides for
specific restrictions on the sharing of information
bet ween the system operator and the market participants
and that deals with confidential information specific to
their generator facilities as well as the know edge of the
transm ssion systemitself.

Q - But sir, you would agree with nme that the standard of

conduct that you are proposing is in fact the very pro
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forma standard of conduct of FERC 888, right? It is

not hi ng nore?

MR. SNOWDON: Yes, it is.

- Thank you. If | could turn the page to page 25. W are
now into the canmp of specific instances of undue
di scrimnation and inpedinents that are cited by the FERC,
do you see that? It is on page 25.
MR SNOADON:  |'m on page 25, yes.
- kay. And do you see the heading B?

MR SNOADON:  B.

Al right. So within B and within nunber 1 on the next
page which is entitled Transm ssion Market Power by
Utilities that are not |ndependent, we go over the page to
39. And the passage | would Iike your coments on relate
to the followng statenent. It starts at the second
sentence. The longer the vertically integrated
transm ssi on provider can use access to interconnection or
transm ssion service to delay or prevent entry of
conpeting generators to its service territory, the |onger
it can profit fromits own generation sales with limted
threat of conpetition. Vertically integrated transm ssion
provi ders have found nunmerous ways to delay or prevent
entry of conpetitors, some within the existing rules and

sonme by exceedi ng reasonabl e discretion afforded to the
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transm ssion provider. Al of these are difficult to
nmoni tor or prevent with behavioral rules.
Do you see that?
MR. SNOADON:  Yes, | do.

Q - Do you agree with that statenment?

MR. SNOADON: | have no reason to disagree with it,
although I believe it is not an issue in New Brunsw ck.

Q - Wy not?

MR. SNOADON: For the reasons that | spoke about before,
that there are no capacity reservations or limtations on
a generator or a load reserving transm ssion on NB Power's
system

Q - Wat about potential new market entrance, new generation
entrance that want to conme into the New Brunsw ck market
and conpete agai nst the incunbent?

MR. SNOADON: Then they are free to do so, to take service
under this tariff.

Q - Al right. But this tariff, this pro forma tariff has
been found by the FERC to have unjust discrimnation
associated with it. Wy would that new market conpetitor
want to participate in a market where there is a tariff of
this sort? |1Is that going to pronote conpetition in New
Brunswi ck or not?

MR. SNOADON: We anticipate that it will, yes.
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Q - Wy?

MR. SNOADON: Because this tariff provides the ability to --
for a generator to cone in and take service under a
tariff.

Q - On the basis of the FERC pro forma tariff?

MR SNOADON: That is correct.

Q - And just to be clear, you are not proposing anything nore
than what is found in the FERC pro forma 888 tariff? You
are leaving that up to the market rul es?

MR. SNOADON: No. This application is for a FERC pro forna
888 tariff.

Q - Thank you. Let's go to the next concern, page 29,
paragraph 43. It is entitled Delays in responding to
requests for service. And the concern is essentially that
the vertically integrated transm ssion provider delays the
processing of a conpetitor's request for a new
transm ssi on servi ce.

Do you see that?

MR, SNOADON:  Yes.

Q - Does that concern apply to New Brunsw ck?

MR. SNOADON: We have specific -- in our business practices,
specific time |ines associated with dealing with service
requests. And they are outlined in the tariff as well.

Q - Do you have any key performance netric that you are
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relying upon in this tariff dealing with the tine period
to deal with request for service?

MR. SNOADON: The perfornmance indicators put before this
Board do not reflect those service requests although they
are nonitored internally.

Q - Sois it your position, M. Snowdon, that your business
practices are what can be relied upon to ensure that this
type of behavior, that the FERC is found to occur under
the pro forma tariff, does not happen here?

MR. SNOADON: Those busi ness practices plus a conpl ai nt
mechani sm

Q - To whon? Who does the conplaint go to?

MR. SNOADON: It goes to the transm ssion provider.

Q - And without having to get into the gory details again
can we agree that the discussion we had on day prior would
apply here with respect to the conplaint procedure?

MR. SNOADON:  You are assunming the conplaint does not get

resol ved?
Q - Yes.
MR. SNOADON: Then it would go through the conpl aint
mechani smoutlined in the tariff.
Q - But not to this Board, fair?
MR. SNOADON: That is our intention, yes.

Q - Thank you. Let's go to the next concern, Scheduling
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Advant ages found at page 30.

Par agraph 45 starts by saying, A vertically integrated
transm ssion provider has a structural advantage over nany
conpetitors to nmake econony sales or to serve its |oad
primarily because it has a |large portfolio of both
generators and | oads.

M. Snowdon, does New Brunswi ck Power have both | arge
portfolios of generation relative to other generators in
t he province?

MR, SNOADON:  Yes.

Q - And does it have the sane large portfolio of load with
respect to participants in the electric power industry?

MR, SNOADON:  Yes.

Q - So why does --
MR. SNOADON: W thin New Brunsw ck.
Q - Wthin New Brunsw ck?

MR, SNOADON:  Yes.

Q - So why does this concern not apply to New Brunsw ck Power
in respect of this tariff?

MR. SCOIT: It nmay be true for a single independent power
producer in the province of New Brunswi ck but New
Brunswi ck is interconnected with Quebec, Nova Scotia and
New Engl and. And certainly there are other suppliers out

there who have a |l arge portfolio of generation as well
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that could conpete in this market.

- Is that any different though, M. Scott, than any FERC
regul ated electric utility and the | oads and generations
that would exist in the interconnecting states?

MR. SCOTT: | think New Brunswi ck is somewhat uni que.
Certainly we have di scussed before the strength of our
i nterconnections. And in fact this tariff assumes about
25 percent of our tariff revenues cones fromthe
i nt erconnecti ons.

- So it is the uniqueness of the New Brunswi ck market, its

inter-ties with Quebec, that you feel is strong enough to

address and mtigate this concern?

MR, SCOIT: It's certainly one aspect of it, yes.
- Are there others?

MR. SCOIT: | think that the external suppliers are the

primary nmeans of mitigating this.

- And the opportunity for external suppliers to mtigate

this as a new i ncunbent or new -- sorry, a new generator
wanting to conpete in the New Brunswi ck market pl ace, how
does that -- or what does that new entrant, new market
entrant, what could he rely upon to ensure that there wll
be no schedul i ng advantages afforded to that or afforded

to the i ncunbent NB Power Generation?

MR. SCOIT: CQur existing transm ssion system we do use an
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energy scheduling nmechanismthat is done via the sane
I nternet access that the OASIS, which is where the
transm ssion reservations are nade, all of the scheduling
is done via that mechani sm

And bot h the business practices and the software
enabl es users to schedule within the limts of the
busi ness practi ces.

The busi ness practices?

MR, SCOIT: Yes.

Are those business practices part of this tariff?

MR. SCOIT: They are posted on the OASIS.

kay. Let's leave that for a mnute and go to the next
concern which is Avail able Transfer Capability at page 32.
It starts at paragraph 50.

And it indicates that A transm ssion provider that is
non i ndependent cal culates its ATC, avail able transfer
capability, using its own proprietary data and its own
equations. This discretion gives it the ability and the
opportunity to discrimnate in its favor against entities
that rely upon the OASIS for ATC information

Do you see that?

MR, SCOIT: Yes.

I s New Brunswi ck Transm ssion proposing to cal cul ate ATC

using its own cal cul ati ons?
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\ MR SCOIT: It uses the nethodol ogy that was devel oped
under NPCC to cal cul ate both TTC and ATC.
Q - Are you wlling to release to the public the data and the
equations and underlying conputer nodels it uses to
cal cul ate this?
MR. SCOIT: Are you suggesting that we submt themto the
Board for review at this -- I'mnot sure of your question.
Q - wll, I think the FERC s concern is the proprietary
nature of the data associated with the cal cul ation of ATC.
And I"'mtrying to understand what you m ght be able to do
to mtigate this concern?
MR. SCOIT: Well, certainly our ATC cal cul ations as they
exi st today all deal with interfaces to external
utilities. And those ATC cal cul ations are done in
coordination with these other utilities.
Q - wWll, would you consider having a third party cal cul ate
the ATC or at |least verify the ATC cal cul ations, an
i ndependent third party?
MR. SCOIT: You are suggesting say an engi neering firm of
sonme sort, or --
Q - An appropriate third party with expertise in the field.
MR SNOADON: | really don't see the need for that. The
nmet hodol ogy that is being used to calculate that is

consi stent with NPCC net hodol ogy. And these cal cul ations
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are made each tine a reservation is nade on the system
Q - wll, M. Snowdon, then do you take exception with this
concern that the FERC has raised with respect to the pro
forma 888 tariff?
MR SNOADON: As it relates to NB Power and the NB Power

transm ssi on systemor the New Brunsw ck transm ssion

system | don't see a need or an issue of discrimnation
her e.
Q - So this -- because of the unique situation of New

Brunswi ck Power Transm ssion operating under a FERC 888
tariff, this concern does not apply?

MR. SNOADON: Again | believe the issue relates back to the
capacity reservations that the transm ssion providers in
ot her jurisdictions are nmaking on behalf of its retail or
native | oad that brings the whole ATC cal cul ati on under
suspicion. And that is not the case here. W are not
reserving transm ssion margin for that.

MR. NETTLETON. Al right. M. Chairman --

CHAIRVAN:  We will take -- I"'msorry. Go ahead.

MR. NETTLETON: -- I'mvery close to being done, sir. |
have got two nore areas. But | shouldn't be nore than 20
m nut es.

CHAI RVAN:  Well, I'mgoing to take a 10 m nute break then.

MR NETTLETON: Yes.
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(Recess)
CHAl RVAN:  Go ahead, M. Nettl eton.
MR. NETTLETON:. Thank you, M. Chairman.

Q - M. Snowdon, | would like to direct your attention nowto
page 32 and 33. At the bottomof 32 we are under the
headi ng OASI S Postings, and then flipping over to page 33
starting at paragraph 55 -- sorry -- 52, the statenent,
the first sentence there says, manipul ation or violation
of OASIS Posting requirenents and the conm ssion's
standard of conduct is another way vertically integrated
transm ssion providers control their owm OASIS sites are
abl e to engage in undue discrimnation.

My question regarding that statement, M. Snowdon, is,

di d New Brunsw ck Power consider having a third party
adm nister its QASIS systen?

MR. SCOIT: | can speak to that. In 1998 when we put our
transm ssion tariff in place for the first time we did
| ook at the possibilities of using other QASIS sites, and
in particular we | ooked at the | SO New Engl and site. But
at that tine their systemwas still -- | wouldn't say it
was under devel opnent, but it was not a mature product.
And they were very nmuch involved in their own devel opnent
of -- or the initial stages of their open access tariff.

We are not really prepared to add anot her node on their
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OASI S site.

So we | ooked at that and we | ooked at purchasing an
OASI S site and the third option was devel opi ng our own.
And out of those three that was the nost cost effective
and the best solution for us at that tine.

And what about this time, sir where the FERC has now comne
out saying, we are concerned with having a vertically
integrated transm ssion provider control their own OASI S
site because of the at |east perception of -- or in fact
actual undue discrimnation. Have you considered now the

i dea of having a third party adm nister that site?

MR. SCOIT: W again have | ooked in the sane way that --

simlar to what we did before -- |ooked at various
options. W still consider that the nost cost effective
and best solution for NB Power at this point intinme is to
further devel op the existing OASIS site.

Al -- one of the features of our particular site, as
| have already nentioned, is that it does have energy
schedul i ng capability that sone of the other sites would
not have, and if they do they wouldn't be conpatible with
our energy managenment systens.

So it really has not been a concern internally that
certainly all of the -- all of the reservations are done

el ectronically and we don't feel it's a concern. This
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particular area again is one of the areas that | think
FERC in its SMD was concerned not about the tariff itself
or the OASIS rules, but rather the use of that, and we
believe that in New Brunswi ck that we not only have a
proper OASIS system but that it's operated properly.

Q - M. Scott, | think you indicated to nme earlier that when
the market opens in April, or targeted for April 1, 2003,
that there would in fact be an i ndependent system
operator. Is that right?

MR. SCOIT: That's my understandi ng according to what has
been announced by the governnent.

Q - WII the OASIS site be operated by the i ndependent system
operat or when the market opens?

MR, SNOADON:  Yes.

Q - Thank you. Let's nove now onto the |last of the concerns
that I have to discuss with you gentlenmen, and that's on
page 36, dealing with transm ssion |oading relief.

Now at paragraph 57 on there is the discussion of the
opportunity for anti-conpetitive behaviour as it relates
to TLR

Do these concerns in your view apply to this tariff

and to the
situation in New

Br unswi ck?



MR. SNOADON: No, they do not.

Q - Wy not?
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MR. SNOADON: TLR s are generally associated with [ oop flow
i ssues and having a single tie line with New Engl and | oop
flowis not an issue and therefore the invoking of what
they call transm ssion load relief is not an issue and
shoul d not be an issue into the future, nor is it an issue
i n New Engl and.

Q - So in your viewthat's the only instance where
transm ssion |loading relief would happen in New Brunsw ck?

MR. SNOADON: As we stated before in the presentation, we
have a very robust transm ssion systemand it would -- it
is not anticipated that there would be a requirenent
certainly within the province to deal with congestion.

And again without the loop flow issue into our
i nterconnections, it's not an issue on the
i nterconnections as well.

Q - M. Snowdon, isn't it true though that under your tariff
the curtailnment of firmtransportation service is
ultimately held at the discretion of the transm ssion
service provider?

MR. SNOADON: That is true under very specific rules
outlined in the tariff specific to the degree of firmess
of the reservation

Q - Maybe | can have you turn to page 33, for exanple, of

your transm ssion tariff, which is -- | hate to do this to
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you, M. Chairman, but I will try -- Exhibit A4,
attachnment C, page 33.
MR. MORRI SON:  Exhibit A-3.
Q - Sorry. Wong again. Page 33
MR, SNOADON:  13. 67
Q - That's correct. And in particular I'mlooking at lines
22 through 27. Isn't it that discretion that's described
there which is of concern to the FERC as it relates to the
pro forma tariff?
MR SNOADON: As it relates to 57 in the NOPR?
Q - Yes.

MR SNOADON: | don't believe so, no.

Q - Can you explain a bit further about why?

MR. SNOADON: | believe the issue under 13.6 in the tariff
is dealing with strictly emergency situations under which
the system operator deens the systemto be at risk, and in
order to relieve that risk they need to bring in energency
supply from adj oi ni ng nei ghbours. In other words, the
capacity available within the New Brunswi ck systemis
insufficient to neet the |oad and the reserve, capacity
reserve that we tal ked about, requirenment, and therefore
they will do whatever neasures they require to do so to
nmeet that obligation to the | oad.

| mght point out that those discretionary nmatters
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have to be docunmented and posted after the fact to ensure
the market participants that there was not undue
di scrimnation applied during the exercising of those
rights as a transm ssion operator.

Q - Right. And those instances are perhaps why the FERC can
make the conclusion or comrent at paragraph 58 that there
has been a sharp increase in the nunber of TLR s used in
sonme regions. |'massumng that the fact that they are
posted gives rise to the opportunity for a coment to be
made about the statistic. M real question --

MR. SNOADON: Again TLR s are a non-issue in New Brunsw ck
and -- because of the non-existence of |oop flows.
Therefore transactions that are schedul ed reserved on the
transm ssion systemactually do flow. The issue with
TLR s is -- with parallel flows is that energy that is
schedul ed on one line may in fact be going into an area on
anot her line and taking up capacity on that Iine, and
therefore TLR s are invoked to |limt the amount of
transfer going on at that tinme which is non-existent in
this tariff.

Q - Perhaps we can resolve it this way, M. Snowdon. Under
13.6 the discretion that is found at |ine 24 does indeed
speak to energency situations, but al so other unforseen

conditions -- condition -- inpairs or degrades the
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reliability of the transm ssion system Wuld that be
sonet hing that once the market opens and the systemis
operated by an independent party, would that independent
party be responsible for exercising the discretion that is
found in this section of your tariff?

MR, SNOADON:  Yes.

MR. NETTLETON: Thank you. M. Chairnman, that concl udes ny
guesti ons.

CHAI RVAN:  Thank you, M. Nettleton. M. Mrrison, do you
have --

MR MORRISON: A brief redirect, M. Chairman.

CHAIRVAN: Al right. M. McNutt, it's nmy understandi ng
t hat Board counsel has no further questions?

MR MACNUTT: That is correct, M. Chairnan.

CHAI RVAN:  Ckay.

MR. MORRI SON: Just to conplete the record, M. Chairnman, ny
friend has introduced portions of the NOPR that have just
been crossed on. W would |ike to introduce one page.
don't intend to ask any questions on it, just to conplete
the record. It may be relied upon in our argunent.

CHAI RMAN: Have you shown that one page to all? W wll
wait while that one page is being passed around. And |
have a matter that really | probably should have

approached when the Nova Scotia -- sorry the Emera panel
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was on, but really | can't ask Enera to file it, so -- |I'm
aski ng NB Power on an undertaking basis, or perhaps this
panel if they know, when does the contract, M. Morrison,
that you referred to between NB Power and Nova Scotia
Power dealing with the use of NB Power's transm ssions
facilities to service the contract on PEl expire?

MR. SNOADON: | would prefer to take that as an undert aki ng.

| think I know the date but | would rather confirmit and

gi ve a precise date.

CHAI RVAN:  That's fine, M. Snowdon.

MR. MORRI SON: The only -- and perhaps while that is being
passed around, M. Chairman --

CHAIRMAN:  |'m sorry?

MR MORRISON: -- | can ask my one question on redirect to
this panel while we are waiting for that exhibit to --

CHAl RMAN:  Well the exhibit is now here, so | would rather

MR. MORRI SON:  Ckay. Fine.

CHAI RVMAN:  -- clear that off ny -- any objections to that
being entered? No. OCkay. That will be A-21. It is a
one page exhibit.

Al right. M fellow conm ssioners just indicated
probably in addition to what | had asked that if there is

a provision in that agreenent with Nova Scotia Power that
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it can be extended, that you | et us know about that as
well. W are interested basically is when will that
agreenent be concluded. Ckay?
MR, SNOADON:  Yes.
CHAl RVAN: Go ahead, M. Morrison.

REDI RECT EXAM NATI ON BY MR.  MORRI SON:

Q - My one question, M. Chairman, is for M. Scott. And it
ari ses out of questions from-- well actually a statenent
fromM. Sidebottomthis norning in dealing with | osses,
the question of | osses and in Quebec in particular. M.
Si debott om nmenti oned that the difference between past
specific | osses and network average | osses in the Quebec
situation was only .05 percent. He then conpared this
difference to our IR response show ng that past specific
| osses in New Brunswi ck vary from.5 percent to 8 percent.

And | would ask M. Scott if he has any coments on M.
Si debottonm s st at enent ?

MR. SCOIT: Yes. | disagree with his statenent that the
variation in | osses on a path basis in Quebec is very
mnimal. In fact, there are significant differences in
t he amount of | osses. |If you take the path from New
Brunswi ck to New York, the |osses are actually negative.
And if you go in the other direction, they are

significantly positive. And | understand that M.
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Marshal | submitted evidence to the Regie on that
particular matter. So | would say that if anything the
variation in | osses on the Quebec systemis even greater
than it is on the New Brunswi ck systemfor a path by path
basi s.

MR. MORRISON: That is the end of ny redirect, M. Chairnman.

There is one other issue though.

CHAl RVAN: Go ahead, M. Zed.

MR ZED: Well I'mjust -- it occurred to ne that that m ght
be rebuttal evidence as opposed to redirect.

CHAIRVAN: I'mglad it occurred to you that that was. It
certainly did to me, M. Mrrison. That is an expansion
on ny understanding of redirect certainly. However it's
t here.

MR. MORRI SON: My understanding of redirect, M. Chairnman,
is that if something new cones up in cross exan nation
t hen | have --

CHAIRVAN:  All right. But it didn't come up in cross --

MR MORRI SON:  True. True.

CHAI RMVAN:  We won't get into that. So that is the
conclusion for this particular panel. What is your
preference in reference to Panel B?

MR MORRISON: Well, M. Chairman, there is one other issue

| would like to raise with the Board. | had di scussed it
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with M. MacNutt at the break. There were a couple of

poi nts that cane out of Enera's evidence this norning that
we would like to exam ne this evening to determ ne whet her
we wll want to recall Panel A for rebuttal evidence on
those points. |[If that is the case, we would propose
recalling Panel A first thing in the norning to address
the rebuttal evidence. But we haven't made that deci sion.
W will ook at it tonight to see whether it's worthwhile

doing or if it needs to be done.

CHAIRVAN: Al right. Well on that basis | guess what you

are saying is that we will adjourn over now. M. Zed?
MR. ZED: Well | guess --
CHAI RVAN:  Maybe if | -- | don't want to interrupt and you
wi |l have your full say but why don't you give them

overnight to see what their position is rather than

starting to argue it now? But your choice.

MR ZED: So | can take it it is not a forgone concl usion

they will be allowed rebuttal, is that --
CHAI RVAN: | have no idea. This is the first | have heard
of it.

MR. ZED: Fi ne.

CHAI RVAN:  And | just know that M. Mrrison has indicated

he may or may not do sonething. That's all | know.

MR. ZED: Thank you. W will address it in the norning.
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CHAIRVAN:  We will rise until 9:30 tonorrow norning then
( 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



