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Halifax, Nova Scotia

--- Upon commencing on Tuesday, January 13 at 9:01 a.m.

THE CHAIR: Good morning, everyone.

Are there preliminary issues before we
bring up the next witness?
Okay. Mr. Mahody.

MR. MAHODY: Good morning, Mr. Chair.

Board counsel would introduce Dr. Sean Cleary and ask that
he be brought onto the screen and then affirmed when he
is.

And Dr. Cleary, if you can hear me,
that might involve you turning on your camera and
microphone.

Good morning, Dr. Cleary.

DR. CLEARY: Good morning.
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1244 CLEARY
In-ch, (Mahody)

SEAN CLEARY, Solemnly Affirmed:

THE CHAIR: Thank you.

Mr. Mahody.

MR. MAHODY: Thank you.

EXAMINATION ON QUALIFICATIONS BY MR. MAHODY

Q. Dr. Cleary, can you confirm that
you filed evidence in this matter and that your report has
been marked as Exhibit N-327?

A. That’s correct.

Q. And as part of your pre-filed
testimony, you’ve included a statement of your
qualifications and experience. That has been marked as
Exhibit N-32(i)?

A. Correct.

MR. MAHODY: Mr. Goodine, are we able

to bring that up-?

BY MR. MAHODY:

Q. Dr. Cleary, could you provide the

Board with a brief outline of your professional experience
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In-ch, (Mahody)
and qualifications?

A, Yes. I have an MBA, a PhD in
Finance, my CFA designation. I've been a tenured
professor for over 20 years now, full professor at Smith
School of Business, Queen’s University. And I have
significant experience in the consulting spectrum,
specifically related to proceedings today.

Previously this year, I appeared
before -- provided testimony before the Board for the NSNB
Reliability Intertie Project. More recently, the NSMPL
proceedings, and, of course, these ones.

And in Alberta, over several cost of
capital matters between 2013 and 2024. 1In Ontario, in
their cost of capital hearings in 2024, and, previously,
the Enbridge Gas rebasing proceedings. And also before
the Board in Newfoundland in 2015 and 2018.

Q. And Dr. Cleary, in the times that
you’ve appeared before regulatory boards and commissions

in Canada, has your evidence been accepted as expert
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1246 CLEARY
In-ch, (Mahody)
evidence?
A, Yes, it has.

MR. MAHODY: Mr. Chair, I would ask

that Dr. Cleary be accepted as an expert qualified to give
opinion evidence regarding cost of capital.

THE CHAIR: Any questions on

qualifications, or objections?
He’s so qualified, Mr. Mahody.

MR. MAHODY: Thank you.

DIRECT EXAMINATION BY MR. MAHODY

Q. Dr. Cleary, are there any
amendments or modifications required to your report?

A. There are not.

Q. And are the facts on which your
opinion is based true and accurate, to the best of your
information and belief?

A. Yes, they are.

Q. And are the opinions that you

express in your report your own?
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A. They are.
Q. Thank you, Dr.
MR. MAHODY:

1247

Cleary.

Mr. Chair, Dr. Cleary is

available for questioning.

THE CHAIR:

Thank you.

I’11 just check to make sure that it’s

still the case that nobody has questions for Dr. Cleary.

Okay.

INTERNATIONAL REPORTING INC

Mr.

Murphy.
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1248 CLEARY
Questions, (Murphy)

QUESTIONS FROM MEMBER MURPHY

Q. Good morning. Dr. Cleary.
A. Good morning, Mr. Murphy.
Q. I just have one question for you.

MEMBER MURPHY: ©No need to call this

up, Jeff, I don’t think.

BY MEMBER MURPHY:

0. Dr. Cleary, 1in your evidence you
referenced a study by Sikes, and you note that -- or Sikes
notes flaws in the implementation of the risk premium
methodologies in DCF analysis which lead to upwardly
biased estimates. And you then note that Sikes suggests:

...that the CAPM is the only viable
approach, but goes on to note typical CAPM
estimates are also upwardly biased...

I was just curious through that
reference to that particular study, Dr. Cleary, whether
you’ re suggesting that the Board should give perhaps -- in

deciding to set the ROE for the utility, should the Board

give more weight or more consideration to the CAPM model
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Questions, (Murphy)
than the other two models.

A. Yeah, thank you. And that’s a
great pick-up from that reference, by the way.

And if I read it correctly, and I must
confess it’s been a while since I read the initial
version, but I have some quotes in it, what that study by
Sikes is saying is that CAPM is generally the most
reliable, least biased. Part of it is that the risk
premium models used by the utility’s experts are not the
correct version of the bond yield plus risk premium model
that I use, and they have been rejected in Alberta and
also I was reading an article the other day, they’ve been
rejected by FERC as well.

And so I think he’s making reference
to that and also to the fact that they use the DCF models
with sell-side analyst growth estimates in it which, as I
spend some time discussing in my evidence, also lead to
upward bias cost of equity results. So I think with those

caveats, he says that the CAPM was also upwardly biased
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Questions, (Murphy)
because of the use of adjusted betas in utility
proceedings, which is -- does not make sense since their
betas do not gravitate to one and hover closer to 0.5.

So sorry, Jjust to sum up, then, I do
not take the tone that -- sorry, the position that you
need to weight the CAPM more heavily. I think that,
properly implemented, the DCF model and my bond yield plus
risk premium, which uses market data on utility bond
yields and a risk premium, not allowed ROEs in the U.S.

and government yields, can provide useful guidance.

Q. Okay.
A. Thank you.
Q. Thank you, Dr. Cleary.

MEMBER MURPHY: Those are all my

questions, Mr. Chair.

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

CLEARY 1251
Questions, (Chair)

QUESTIONS BY THE CHAIR

Q. Good morning again, Dr. Cleary.
I just have one question as well and it is also related to
the CAPM model.

And again, this is a reference from
your evidence. We can pull it up if you like.

But you -- at one point in your
evidence, you criticize Concentric for using income-only
returns for government bonds to determine the market risk
premium for the CAPM model rather than total returns,
which you say is a standard practice for finance
professionals.

But I understood that Concentric’s

view is that it relied on the wvalues from Kroll based on

standard practice for developing market returns. So there
seems to be a disagreement over -- between you two about
what the standard practice is. So I just want to know if

you can explain to someone who is not an economist why you

believe your approach is more appropriate.
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Questions, (Chair)
[9:10:10] A. Yes, thank you very much.

I do know that the Kroll does provide
the stats using the MRPs, using income-only returns.
That’s the only source I'm aware of that ever have done
so.

So to backtrack a little bit, the
income-only yield is based on today’s price and the coupon
rate divided by that price, more or less, okay?

Now, we know that with bonds they’11l
be priced, depending on where rates are, at above --
they’ 11l either be above par or below par. They’1ll be
priced below par when interest rates have risen, and
they’1ll be priced at above par when interest rates have
fallen. So basically, as interest rates change, market
prices of bonds change day to day.

Now, to put it even more -- not basic,
but more central to the use of those in the CAPM, the
CAPM, we all know the risk-free rate is the market yield

on government bonds, right. And Concentric and I
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Questions, (Chair)

disagree. I suggest we should use the actuals because
that's what the model dictates, for one thing, and it's
more accurate; they suggest forecasts.

But either way, that market yield on
the government bonds is not the income yield, it is the
yield to maturity, and that is the yield that you see in
bond gquotes when you pick up the newspaper or if you look
them up on Bloomberg.

That is the relevant yield and risk-
free rate in the CAPM model. So I don't know why you
would then estimate an MRP that does not use a market
yield but, instead, uses an income yield.

If you would bear with me for just one
minute here, there's a couple of calculations that I went
through to discuss this that kind of might shed some light
on it as well. So in my data ---

Q. Okay. So can we —-- maybe we can
pull that up. It might be useful.

Is that from your report?
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Questions, (Chair)

A. Yeah. If you can go up —-- this
would be an attachment, but I can show you the table that
I’'m talking about that would be helpful to you, and that
is Table 6. And I have it on page 31. Capital Market
Statistics, Table o.

Q. Is that from your report, Exhibit
N-32, or is that a different ---

A. That’s from my report, Exhibit N-
32.

THE CHAIR: Okay. Mr. Goodine? Thank

you.

DR. CLEARY: Okay. So if we look at

these summary statistics, the average returns on the CPI,
the Canadian stocks, long Canada bonds, T-bills and then
U.S. Stocks in Canadian dollars, let's focus on the long
Canadas there. And the average over that period was 5.91
percent, which is about 6 percent, over a period where

inflation was 3.6 percent. So the real return was about

2.5 percent, which is consistent with long-term evidence,
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Questions, (Chair)
right.

That yield -- that return represents
not only the income return, but the capital gains or
capital loss components, okay. These are ex post returns.
These are after the fact. So it captures both the income
return and the capital gain loss return.

Now, you can see that the average over
that period was 5.91 percent and, in fact, over that
period the return was actually negative in 21 of 87 years,
and it was over 15 percent in 14 of 87 years.

I'm reading from page 11 of my
evidence now, in case you want to reference it in the
future.

But yet, over the period, the average
was 5.9 percent. However, the income yield would have
been positive every year, right, because it would just be
the interest paid on the bond, coupon, the annual coupon
divided by the price, and the price would never be

negative, nor would the coupon be negative.
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Questions, (Chair)

So just looking at one component of
the total return is neglecting a big part of the picture,
and also, more importantly, in the CAPM model the risk-
free rate is a total return concept. It's the yield to
maturity or the market yield. And if you look at the MRP
which we all throw around, market risk premium, what it's
strictly defined at is the expected return on the market
minus that risk-free rate.

And again, that risk-free rate is the
market yield to maturity, if you will, and it is not the
income yield. So that's why I say that in practice that
would be what would be used by professionals.

In that Dimson study that I cite and
that I believe Concentric cites, it’s well cited, in the
Financial Analysts Journal, CFA curriculum, they use total
returns. Other studies when they do surveys, like the
Modern or the Pablo Fernandez ones that you’ve seen
referenced, would be referring to the actual risk-free

rate with being the total market yield.
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Questions, (Chair)

So I'll stop there. I hope I didn't
confuse it more, but hopefully I brought some grains of
clarity to it.

BY THE CHAIR:

Q. Well, let me try it just -- and
this may be an oversimplification, but if I followed all
of that, I have a sense that your position is that
following Concentric’s approach essentially leaves, I'll
call it, money on the table when determining the risk-free
rate which should be included.

A. That’s -- it works out that way.
It certainly works out that way in this, and you can just
see that it leads in this circumstance, and it should over
long periods of time, to higher MRPs.

And that's why I note in my evidence
the difference between the MRPs from the Dimson study and
those by Concentric where they don't have exactly the same
time periods, but it seems like about 80 percent of the

time period is overlapping, so they should be relatively
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close.
Q.
rate. Is that ---
A.
Q.
A,

putting it. Thank you.

Q.

INTERNATIONAL REPORTING INC

CLEARY
Questions, (Chair)

It undervalues the risk-free

Yes.

Okay.

Yeah, that’s a succinct way of

Okay. Thank you, Doctor.
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QUESTIONS BY MEMBER MURPHY

Q. Dr. Cleary, it’s Board Member
Murphy again. I just wanted to follow up on that.

For an investor who buys a bond, is it
their expectation as long as they hold that bond to
maturity that the yield to maturity is the return that
they will garner?

A. Yeah, that’s actually the
definition of the yield to maturity is -- let’s say today
government bonds are around 3.7 or something like that,
30-year Canada’s are, which is pretty close to when I
filed my evidence. So if you bought that bond today, held
it for 30 years, technically reinvested all of the
interest at 3.7 percent, then you would, in fact, earn a
3.7 percent return over the 30-year horizon.

On the other hand, if you bought that
bond today and sold it after one year, it would depend on
whether market yields had gone up or not, right, because

if they had gone up then you’d have a capital loss, if
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they’d gone down you’d have a capital gain on top of your
interest income.
Q. Thank you.
A. But -- yeah, thanks very much.
That was exactly correct regarding the yield to maturity.

THE CHAIR: Anyone have any questions

arising from Panel questions?
Mr. Mahody?

MR. MAHODY: ©No re-direct, Mr. Chair.

Thank you.

THE CHAIR: Well, thank you wvery much,

Dr. Cleary. Appreciate you getting up extra early to be
with us this morning and for your testimony and reports

filed in this proceeding. So thank you and have a very

good day.

DR. CLEARY: Thank you very much.

THE CHAIR: Mr. Mahody?

MR. MAHODY: Next up is Caroline

Palmer of Synapse.
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[9:20:15] MR. MAHODY:

Mr.

1261

Chair, Board counsel

presents Caroline Palmer at Synapse and asks that she be

affirmed.
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CAROLINE PALMER, Solemnly Affirmed:

EXAMINATION ON QUALIFICATIONS MR. MAHODY

Q. Ms. Palmer, can you confirm that
you filed evidence in this matter? 1It’s been marked as
Exhibit N-37.

A. That’s correct.

Q. And a statement of your
qualifications and experience has been submitted and
marked as Exhibit N-61.

A. That’s correct. Thank you.

MR. MAHODY: Mr. Goodine, could we

call up Exhibit N-61, please?

BY MR. MAHODY:

Q. And at Exhibit N-61, Ms. Palmer,
you indicate that you have a Master of Public Policy and
Energy Policy from the University of California at
Berkley.

A. Yes, I do.

Q. And your Statement of
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Qualifications and Experience goes on to provide some
detail regarding your 20-plus appearances before various
regulatory boards and commissions.

A. It does. Yes, I think a couple
of pages down. That’s right.

Q. Could you provide the Board, Ms.
Palmer, with an outline of your qualifications and
experience?

A. Yes. I'm currently a principal
associate at Synapse Energy Economics where I provide
expert witness and consulting services on behalf of public
interest clients in regulatory proceedings. I typically
serve as an expert witness regarding utility cost-of-
service studies, cost allocation and rate design, and I
have over 10 years of professional experience.

Q. And one of the appearances that
is referenced at Exhibit 61...

MR. MAHODY: And Mr. Goodine, if we

could go down to page 2, just the next page, I believe.
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Down towards the bottom.
It’s the reference to the Connecticut
Public Utilities Regulatory Authority.

BY MR. MAHODY:

Q. There is reference to docket 24-
10-04 from the Connecticut Public Utilities Regulatory
Authority. Ms. Palmer, were you involved in that case?

A. Yes, I served as an expert
witness on behalf of the Office of Consumer Counsel, which
is the state consumer advocate in Connecticut and, as it
says there, I filed direct testimony, sur rebuttal
testimony, and submitted for cross-examination in front of
the regulatory authority.

Q. And at the times that you’ve
appeared before the various requlatory boards indicated in
Exhibit N-61, has your evidence been accepted as expert
testimony?

A. Yes, it has.

MR. MAHODY: Mr. Chair, we would
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request that Ms. Palmer be accepted as an expert qualified

to give opinion evidence regarding utility ratemaking,
including cost-of-service and rate design.

THE CHAIR: Any questions on

qualifications or objections from anyone?
Okay. So she’s so qualified, Mr.
Mahody.

MR. MAHODY: Thank you, Mr. Chair.

DIRECT EXAMINATION BY MR. MAHODY

Q. Ms. Palmer, are there any
corrections or amendments required to your pre-filed
report?

A. No.

Q. And are the facts on which your

opinion is based true and accurate, to the best of your
information and belief?

A. They are, yes.

Q. And are the opinions expressed in

your report your own?
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A. Yes.
Q. Thank you, Ms. Palmer.

MR. MAHODY: Mr. Chair, Ms. Palmer 1is

available for questioning.

THE CHAIR: Thank you, Mr. Mahody.

Is it Nova Scotia Power’s preference
to go first? And Ms. Power, you’re already in front of a
camera. If you prefer to stay where you are that’s fine.

MS. POWER: Thank you, Mr. Chair. I

will, then.
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CROSS-EXAMINATION BY MS. POWER

Q. Good morning, Ms. Palmer.
A. Good morning.
Q. Ms. Palmer, did you hear the

evidence presented by our cost-of-service panel on January
7th?
A. Yes, I did.

MS. POWER: Mr. Goodine, can you

please pull up Exhibit N-37, which is Ms. Palmer’s
evidence -- N-37(c) -- and we’ll start on page 1, please.

BY MS. POWER:

Q. So Ms. Palmer, it looks 1like
there are 21 pages here. Does this complete your written
testimony, your written evidence?

A. Yes, it does.

Q. So there are no further models or
calculations filed as part of your evidence.

A. No.

Q. And were you the only drafter of
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this evidence?

A. That’s correct.

Q. Ms. Palmer, did you participate
in Nova Scotia Power’s cost-of-service consultation
process which began in January 20247?

A. Yes, I did. I participated for a
period of time, probably from summer 2024 through the
resolution sessions in November 2024. I attended those in
person in Halifax and then there were maybe a couple of
follow-up sessions. But I was not present for the parties
coming to a Consensus Agreement in that process.

Q. Okay. Thank you.

And you joined Synapse in June of

2024, so that ties in with you starting to attend in the

summer. Is that right?
A. Yes, that’s right.
Q. And do you recall as part of

those sessions that you did attend that the customer

advocacy groups had their own respective expert
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consultants with them?

A, Yes, I recall that.

Q. And ultimately, based on the
Settlement Agreement, the parties recognized that Minimum
System was a reasonable method to continue to use until
the Board determines otherwise in a future proceeding. Is
that right?

A. I don’'t recall off the top of my
head if they said if the agreement (sic) says it'’s
reasonable, but the agreement does agree to proceed with
that method until the next process, yes.

Q. Okay. And per your exchange with
Mr. Mahody a few minutes ago, you provided expert witness
and consulting services on issues of cost-of-service
studies and rate design in numerous jurisdictions?

A. Yes.

Q. And would you agree with me, Ms.
Palmer, that the choice of cost allocation methodology

involves significant judgment?
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A. I agree.

Q. It’s at the discretion of experts
to put forth which method they believe and their judgment
is the most appropriate for a certain jurisdiction;
correct?

A. Yes, that’s correct.

Q. So fair to say there’s a lot of
subjectivity and discretion in choosing the methodology
and then, from there, once you choose the method, the
allocation becomes more of a science.

A. When you refer to allocation, you
just mean the application of the cost-of-service study
method?

Q. Yes, Ms. Palmer.

A. Yes, once you’ve chosen a method,
then there’s a mathematical way to carry it out, although
there are many ways —-- many decisions to make in that
process as well.

Q. Right. And you might have heard
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the exchange between Mr. Blair and the Board Chair on day
one of this hearing. And the Board Chair asked Mr. Blair
if he would agree that the classification of distribution
costs as demand or customer related is one of the most
controversial aspects of cost of service. Would you agree

with that?

A. Yes, it’s certainly very
controversial. I agree.
Q. And would you agree, Ms. Palmer,

that the Minimum System Method is one of the recognized
cost-of-service methods used in Canada?

A. Yes. It appears that other
Canadian jurisdictions do use the Minimum System Method.
Some of them.

MS. POWER: Mr. Goodine, I want to

turn to Exhibit N-9, please. It’s Matter 11475. 1It’s the
cost-of-service study process filing by Nova Scotia Power.
And I'd like to go to page -- PDF page

1471. 1It’s a slide within a deck that was prepared by
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Elenchus.
(SHORT PAUSE)

BY MS. POWER:

[9:30:08] Q. And Ms. Palmer, did you hear Mr.
Blair’s exchange with Mr. Chair on this slide specifically

on January 7th?

A. Yes, I recall the exchange. I
might not recall the exact specifics. If you could remind
me.

Q. Fair enough.

So Mr. Blair noted that Minimum System
Method is used in Quebec. So you can see Hydro-Québec
there. In Saskatchewan, SaskPower, and by Newfoundland

Power, NL Power, on the bottom line there. And Mr.
Blair’s testimony was also that New Brunswick and Ontario
also use classification factors based on the minimum
system analysis.

And my question to you, Ms. Palmer, is

do you have any reason to disagree with the Elenchus
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Canadian jurisdictional survey here?

A. I don’t have reason to disagree.
I am not sure what some of those more hybrid judgment
methods entail, you know, in Ontario, New Brunswick with
consideration of their own system. I don’t disagree with
Elenchus’s table. And I also don’t believe that it
necessarily means that the Minimum System Study is a
reasonable method to utilize for classifying distribution
infrastructure.

Q. But the Minimum System Method is
not unique to Nova Scotia Power.

A. That’s correct.

Q. And without knowing all the
hybrid models, but with no reason to disagree, you would
agree with me, then, that it is used by multiple regulated
utilities in Canada.

A. Yes, 1t appears that’s correct.

MS. POWER: Can we turn back to Ms.

Palmer’s evidence, please, at Exhibit N-37(c)? And I
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would like to go to PDF page 2.

BY MS. POWER:

Q. And so just the table of
contents, Ms. Palmer. So we have Section 1, your
introduction, and Section 2 is your summary of conclusions
and recommendations.

Is that fair to say that Section 2 is
your up-front overall conclusion and recommendation?

A. Yes.

MS. POWER: Can we go there, please,

Mr. Goodine?

Top of PDF page 3. The top of Summary
and Conclusions, Section 2. There we are.

Sorry, the bottom of page 3 it begins.
There we go.

And can we scroll down a little bit,
please, Mr. Goodine? Those three paragraphs there. Thank
you.

BY MS. POWER:
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Cr-ex, (Power)

Q. Ms. Palmer, you say a couple of
things in your Summary and Conclusion section. So you
say:

Nova Scotia Power’s use of the minimum size
method for classifying substantial portions
of its distribution system in its [cost-of-
service study] does not reflect cost-
causation principles and inflates cost
allocations to residential customers.

You recommend that:

...the Board direct the Company to
discontinue the minimum size method and
adopt the Basic Customer Method for
distribution cost classification, which
limits customer-related costs to those
directly tied to the number of customers,
such as metering and billing.

And then you say:

However, considering the context of Nova
Scotia Power and parties consensus agreement
in this case, I recommend that the Board
direct that [the] use of the minimum system
method -- and several other cost-of-service
study and rate design methodologies -- be
subject to a future proceeding and
determination by the Board.

So is this your overall upfront

conclusion and summary of your evidence?
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A. Yes, this is a high-level summary
of my recommendations.

Further in the testimony, I do
recommend that, in the case that the Board approves the
Minimum System or minimum size approach, that Nova Scotia
Power apply peak load-carrying capacity adjustment to that
-- to the allocation of demand related costs and that
granularity is not captured here. But this is the big
picture summary, yes.

Q. Thanks, Ms. Palmer.

And we will discuss more about that in
a few minutes, but it reads that you are not recommending
that the Board overturn the use of the Minimum System
Method of cost allocation for this test period. 1Is that
right?

A. I am -- I do not object to the
Consensus Agreement for this test period. I do wish that
my testimony informed the Board as to the options

available. For example, applying such peak load-carrying
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capacity adjustment to the Minimum System in this case is
a possibility, but I’'m not recommending overturning the
parties’ Consensus Agreement, with your understanding that
they have overcome their own concerns with the methodology
as well -- that various parties may have overcome.

Q. Thank you, Ms. Palmer.

And moving down to PDF page 17 of your
evidence, starting at the bottom of the page, on line 19.

MS. POWER: Page 17, please.

BY MS. POWER:

Q. And so I'11 just read through
here. You say:

While I don’t support several of the
Company’s [cost-of-service study]
methodologies, particularly the use of the
minimum system method
for...distribution...costs, I recognize that
the parties have overcome their own
concerns...to reach a settlement in this
case and...do not oppose their settlement...

And jumping forward, you say:

Therefore, I recommend that the Board find
that certain [cost-of-service] methodologies
put forward in this case must be revisited

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



O 00 ~J oy U b W

10

11

12

13

14

15

16

17

18

19

20

21

22

23

1278 PALMER
Cr-ex, (Power)

in the next GRA.
In fact, the parties have already specified
that the use of the minimum system
methodology after the...test period will be
subject to a future proceeding and
determination by the Board.

So as a practical matter, Ms. Palmer,
the parties have all already agreed in settlement to what
you say should happen, which is that no change in this
case and there will be a full proceeding later to evaluate
the further use of the Minimum System Method. Is that
fair to say?

A. Yes. Yes, I agree that the
parties have plans to revisit that particular methodology.
I don’t think that that means the Board can’t say that, in
the interim, Nova Scotia Power should put forward, you
know, the calculation needed to make a really precise peak
load-carrying capacity adjustment, for example.

I would imagine that that could be a

nuance added to the intention to revisit the methodology,

you know, equipping everyone with the data necessary to
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consider that type of adjustment. But it is -- I
understand that the Consensus Agreement is explicit that
this method is not precedential -- using it in this GRA
should not be considered precedential. And I recommend
that a few other methods should also not be considered
precedent.

Q. I want to talk about the
allocation to customer versus demand, and I want to go
back to your evidence.

MS. POWER: And it’s on PDF page 9,

line 17 to 20 please, Mr. Goodine.

Oh, I'm sorry. It might be PDF page
8, actually.

It might be the page number. Sorry.
I think when I pull up my exhibit it’s actually aligned,
the page number and the PDF page.

What I’'m looking for is the gquestion
that starts with, “Does the minimum size methodology

account for geographic dispersion?”
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MS. PALMER: Your original cue, I

think, was correct, then, PDF page 9, line 17.

BY MS. POWER:

[9:40:06] Q. Thank you.

So here you’re asked whether the
minimum size methodology accounts for geographic
dispersion, and you say:

No. There is no measure of geographic
dispersion, and geography is not necessarily
well-correlated with the number of
customers.

But Ms. Palmer, geographic dispersion
is not at all well correlated to demand. Do you disagree
with that?

A. I don’t disagree.

Q. Because geographic dispersion is
a matter of where customers are located, not how much
electricity they use, right?

A. Yes.

Q. And so the distance between
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customers in the system does not depend on their peak
demand.

A. That’s correct.

Q. So a customer located 10 miles
away does not become closer or further away from existing
infrastructure because their demand is higher or lower.

Is that fair?

A. That’s fair. And just as it is
also true that the number of customers located further or
nearer is not really determined by their distance from the
existing grid either.

Q. But if a development is 10 miles
away from the existing system rather than 0.1 miles, it
will cost more to serve; correct?

A. Correct.

Q. And so a more geographically
dispersed system, if you have more of those customers 10
miles away from the existing system, that will require

more minimum size poles and wires per customer. Isn’t

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

1282 PALMER
Cr-ex, (Power)
that right?

A. Not necessarily. If the
customers -- if the development contains, you know,
numerous customers, their per customer cost won’t really
reflect -- I'm just, you know, considering the build-out
of the poles and wires to reach them. Their per customer
cost will not just -- would differ based on the number of
customers out there.

Q. And I will come to using customer
account as wvalid to account for these types of cost. But,
you know, you say geographic dispersion’s not accounted
for in Minimum System Study, but it’s also -- you know,
it’s also not well correlated to demand. So you’ve got --
you know, 1it’s a criticism of Minimum System and relating
this to customer account, but demand is not much better.

Is that fair?

A. For representing geographic

dispersion, I don’t think that demand is much better, no.

It is, as you’ve already said, a
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matter of judgment if geographic -- if geography is not an
allocator in the cost-of-service study, which it is not,
then the choices are customer and demand, and choosing
customer systematically allocates a disproportionate share
of the infrastructure to the residential class. And that
is a matter of judgment that various parties have an
interest in, and the choice to allocate on demand reflects
a different approach as well.

MS. POWER: Can we go to Exhibit N-44,

Mr. Goodine, which is the recent decision from Connecticut
that Mr. Mahody put on the record on January 7th?

BY MS. POWER:

Q. And earlier this morning, Mr.
Mahody confirmed that you filed evidence on behalf of the
Office of the Consumer Council in that proceeding;
correct?

A. Yes.

Q. Okay. And I’'d like to go to PDF

page 202. It’s page 198 of the decision. And the
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paragraph starting with “Although”.

Although the Authority acknowledges OCC’s
concerns with the Minimum System Study
approach, it is not clear that the basic
customer method is a superior alternative.
Costs classified as demand-related under the
basic customer method, such as poles and
conductors, are unaffected by changes in
demand. Both the Company and OCC
acknowledge that these costs are primarily
driven by the geographic dispersion of
customers.. Unfortunately, geographic
dispersion does not offer a clear billing
determinant. As such, the Authority accepts
the premise that the number of customers is
an acceptable, if imperfect, proxy for costs
unrelated to demand, and that the Minimum
System Study approach is an appropriate
method for categorizing these costs in this
proceeding.

So in that proceeding, the regulator
did not favour your evidence. Is that right, Ms. Palmer?

A, They did not reject the Minimum
System or minimum size method in this proceeding. They’ve
chosen that customer -- that treating those costs as
customer related would more -- is a reasonable
representation of how the costs are caused rather than

demand related. They made that determination with the
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requirement that the company account for the demand
capacity of the Minimum System.

So they don’t make this decision in
isolation. They adjust some of the impacts of the Minimum
System Study.

Q. Fair. Okay.

And let’s -- I want to talk about the
peak load-carrying capacity adjustment a little bit more.
Did you hear the evidence of Mr. Willett on January 7th
when he was questioned by Ms. Rudderham that the concerns
raised in your evidence regarding a load-carrying capacity
adjustment would be part of what’s carved out in the
Settlement Agreement for further evaluation?

A. I don’t remember the quote. I
don’t know that -- did Mr. Willett make a commitment to
conduct that calculation? Is that what you’re recalling?

Q. I can go through it without
calling up the transcript.

Mr. Willett indicated that the load-
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carrying capacity adjustment would be part of future
evaluation.

A. Well, I certainly believe that
that would make sense that, if it came up, it would be
part of that future discussion. I think that because it
might require some data collection that it would be a good
idea to begin thinking about that in advance.

Like I said before, the Board could
order Nova Scotia to include such adjustment in any future
filing that contained a minimum size methodology, and I’'m
not sure if Mr. Willett committed to that. I just don’t
recall.

Q. I just want to go back to your
evidence on PDF page 16. The questions starts with:

If the Board approves the use of Nova Scotia
Power’s minimum system study, do you
recommend a load carrying capacity
adjustment?

A. I see that.

Q. And here you say:
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Yes, I recommend that NS Power implement a
load carrying capacity adjustment for any

infrastructure costs classified using its

minimum size study. [You say] Identifying

the specific load carrying capacity of NS

Power’s minimum system is an exercise that
would require thoughtful analysis from NS

Power and other stakeholders.

So just to be clear, you’re not
recommending that the Board direct Nova Scotia Power
to calculate a company-specific adjustment and carry
out all the thoughtful analysis from NS Power and
other stakeholders for this test period, are you?

A. I do -—- at the end of that
paragraph I recommend using a number that's used in
other jurisdictions that could serve as the peak load-
carrying capacity adjustment in the interim. You
know, this falls under my recommendations regarding if
the Board doesn't accept the Consensus Agreement then
-— but does accept the Minimum System Study, then
there is this alternative credit.

Q. And in your evidence, Ms.

Palmer, you provide examples from two jurisdictions

1287
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with two very different peak load-carrying capacity
adjustments. Ontario uses a 0.4 kilowatt number and
then Xcel, which is one utility in Minnesota uses the
1.5 kilowatt number. Is that right?

A. Yes.
[9:50:00] Q. And in Xcel’s evidence that
you cite or that reference, in that Connecticut
decision, is there ever any rationale for the 1.5
kilowatt figure? Is there a model or calculation that
supports that figure?

A. For the one that Xcel Energy
uses in Minnesota and South Dakota?

Q. Yes.

A, Do they base it on the -- I'm
not sure exactly how they calculated I, it was an
approximation or if it or if they looked at you know,
the infrastructure on the system. And likewise, with
Ontario, I know that that number is very old from

Ontario. And so I suspect that the Minimum System
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gets larger as utilities install larger and larger
infrastructure, as load growth continues with
electrification, so I'm not positive the legacy of the
exact numbers.

Q. Okay. So your recommendation
to use this 1.5 kilowatt proxy is not a recommendation
to use the approach directed in other jurisdictions,
your recommendation is just to use the result?

A. Oh, yes, I think in the long
term it would make sense that Nova Scotia Power would
identify a number suitable, you know, for their size
-- for its own jurisdiction. So to use the result in
the interim, given the necessity of accounting for the
capacity of that “Minimum System”.

Q. Okay. But your evidence
doesn't contain any Nova Scotia Power-specific
analysis showing that a 1.5 kilowatt figure is
appropriate, does it?

A. No, no. That’s some detailed
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distribution engineering analysis.

Q. And back to your earlier
comment that it would involve thoughtful analysis
between Nova Scotia Power and stakeholders, it would
actually take some time to derive a Nova Scotia Power-
specific value?

A. I suspect it would, but I'm
not an engineer, so I'm not positive how much time.

Q. Okay. I want to take you to
Table 81, it's in the decision at Exhibit 44 and it
shows the “Rate Year Load-Carrying Capacity
Adjustments”. It’s PDF page —--—-

A, I just wanted to add -- I'm
sorry. Just to finish the -- regarding the precision.
I don't know if you saw also my testimony that I had
the example of National Grid, a utility in New York
State in the U.S., that has an even simpler approach -
- that has proposed an even simpler approach, which

was just to allocate the residential small commercial
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classes, no demand-related portion of the Minimum

System distribution infrastructure.

And so, you know, other utilities
have been comfortable approximating to that extreme to
say that none of this Minimum System should be
considered demand-related because it can serve so much
of the capacity of the class.

So it's certainly —-- because
elsewhere utilities have been comfortable with
approximations.

Q. Okay.

A. And I apologize, I didn't
catch the reference that you just cued.

Q. It's Exhibit N-44, it's just
back to the Connecticut decision.

A. Okay.

MS. POWER: And it should be PDF

page 203, Mr. Goodine, and it’s Table 81, the “Rate

Year Load-Carrying Capacity Adjustments.”
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BY MS. POWER:

Q. And excluding line
transformers in the last row, do you agree that the
peak load-carrying capacity of all other distribution
assets are significantly below the 1.5 kilowatt
number?

A. Yes, 1t appears so, though I
would need to familiarize with the math there. This
came from one of the hearing exhibits.

Q. And that’s fair, Ms. Palmer.
I just want to make the point that there are quite
large swings between the valuation -- or the wvalue
that can be applied as the load-carrying capacity
adjustment. You know, somewhere closer to you know,
even 0.01 all the way up to 1.5.

Separetely, Ms. Palmer, are you
aware that Nova Scotia Power classifies its line
transformers as 100 percent demand?

A. I am aware.
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Q. And so that would be
dissimilar to what's broken out here where there's a
customer, a capacity per customer kilowatt number
applied?

A. That's right. I understand
that Nova Scotia Power doesn't use Minimum System
Method for line transformers.

Q. Okay. So based on the
analysis in the table in the decision here, United
Illuminating Company uses the Minimum System Method
for line transformers. So that's different than when
Nova Scotia Power does already. So when you say in
your evidence that Nova Scotia Power implement the
load-carrying capacity adjustment, does that include
classifying the same costs using the Minimum System
Method that they do here?

A. No. I say that if the Board
approves Nova Scotia Power’s proposal to use a Minimum

System Method, that for the equipment applied there
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should be a load-carrying capacity adjustment. So
that's my testimony.

Q. So your testimony is to take
something that requires thoughtful analysis from Nova
Scotia Power and stakeholders and replace it with an
arbitrary number used by one utility in Minnesota and
South Dakota?

A. In the interim I don't think
that would be inappropriate. There are other examples
I put on the record, such as the one I mentioned in
New York; there's also Ontario. I did not think it
was inappropriate to use a number from elsewhere in
the interim.

Q. Okay, Ms. Palmer, you're not
recommending adoption of the methods used in other
jurisdictions, you're actually recommending using the
resulting highest number cited in a system that
classifies key assets differently then those

jurisdictions.
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A. Oh, I'm not sure what your
point was. Could you ask that again?

Q. So I'm suggesting that you’re
recommending adoption of a —-- you're not recommending

adoption of a method, you're recommending use of a
resulting highest number cited within Minimum System
that classifies key assets differently than those
jurisdictions. And I'm referencing the line
transformers that I put to you.

A. I don't have a number from
Connecticut, which is the one that you're showing me.
My recommendation wasn't necessarily to use a number
put forth in Connecticut, and that's the place with
the methodology that you're distinguishing from Nova
Scotia Power’s. I'm -- yeah.

Q. Okay. Thank you, Ms. Palmer.
And so just to confirm your earlier conclusion, you’re
not recommending that the Board overturn Minimum

System in favour of Basic Customer; you’re
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recommending what the parties and what you already
recognize they agreed to in settlement, which is that
there needs to be further evaluation of further use of
Minimum System Method, and then with some additional
cost-of-service study aspects that you’d like to see
studied further, is that right?

A. That’s correct.

Q. Okay. Thank you, Ms. Palmer.
Those are all my questions.

THE CHAIR: Consumer Advocate?

MR. MURPHY: No questions.

Thank you.

THE CHAIR: Small Business Advocate?

(SHORT PAUSE)
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CROSS-EXAMINATION BY MS. MacADAM

Q. Good morning, Ms. Palmer.
Melissa MacAdam on behalf of the Small Business Advocate.
I just have a few questions; some of them have already
been covered by my friend.

MS. MacADAM: Mr. Goodine, if we could

go to Exhibit N-37, PDF page 12? And actually, perhaps if
we scroll up to the previous page, just so we can see the
question?

BY MS. MacADAM:

Q. This question was, “What method
do you recommend instead of the Minimum System Method?”
And then you continue on under the next page and you
reference a number of utilities in United States where
regulators have rejected the use of the Minimum System
Method. And I’'m just wondering, are you aware of Canadian
regulators who have explicitly rejected it?

A. Based on the exhibit that Ms.

Power pulled up, that said that Manitoba Hydro uses 100
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percent demand based on PUP order. I haven’t read, you

know, the order, but if they’re ordering 100 percent

demand use for those categories of distribution

infrastructure, then I would consider that a rejection of

Minimum System Method (inaudible due to audio cutting out)

instead the use of Basic Customer Method.

[10:00:30] Q. And is that the only one that

you’ re aware of?

A, Well, I mention that I’'m not sure
what the other -- there’s -- there are a couple places
where Elenchus had mentioned judgment with consideration
of Minimum System. I’'m not sure how much the method
considers the Minimum System analysis. But yes, that’s --
so I'm aware of that, you know, as wholesale chosen
demand. There are some places that use, you know, 100
percent demand for primary infrastructure, B.C. Hydro.

Q. And on PDF page 15 of your
report, you reference a number of U.S. states that do use

the Minimum System Method. I see here it referred to the
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Northern States Power Company. I assume they work in
Minnesota and South Dakota?
A. Yes, that’s my understanding.

Perhaps other states as well.

Q. Okay. And National Grid, you
reference New York?

A. Yes.

0. And is that a comprehensive list

of the U.S. states that use the Minimum System Method?

A, Oh, it’s not. 1It’'s examples of
states that use the Minimum System Method and implement
the load-carrying capacity adjustment.

Q. And so are there other U.S.
states that use the Minimum System Method?

A. There are. For example, Ms.
Power indicated that Connecticut has chosen to allow that
method very recently.

Q. And are you personally aware of

any other states that use it, other than the ones we’ve
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just spoken about?

A. I’'m aware of New Hampshire and
Missouri.

Q. And do New Hampshire and Missouri
have load-carrying capacity adjustments?

A. I don’t believe that they do.

Q. And then on PDF page 14, at the
very bottom, footnote 20, you reference an Ontario Energy
Board staff discussion paper. And if I understand that,
there’s reference in that paper to if there’s approval of
the Minimum System Method, that it should include an
adjustment of the peak load-carrying capacity; is that
correct?

A. I think that’s correct.

MS. MacADAM: Mr. Goodine, I emailed

you that paper. If we could bring it up? And if we could
go to PDF page 277

BY MS. MacADAM:

Q. And at the bottom of that page,
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it says, “Peak-load Carrying Capacity...Adjustment.” And
it says:
A Minimum System has a certain load carrying
capability which can be viewed as...demand-
related. As a result, the customer-related
costs will have a demand component in them.
If no adjustment is made, some customers
(e.g. small users) may be allocated a
disproportionate share of demand-related
costs.

I'm just wondering, do you know what
is meant by small users?

A. I think that refers to customers
with relatively less demand impact or demand allocators on
the system. So probably residential and small commercial
customers would be my guess is what they mean there.

Q. And would you have in your mind
what that kind of number would be in terms of usage on an
average basis of where you would define kind of small
users?

A. I have not tried to define small

users. The results of the Cost-of-Service Study, you

know, would probably show which classes have a relatively
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lower demand impact on the system.

Q. And then if we continue over to
the next page, in the last paragraph just before the box,
it says:

Staff proposes that utilities have the
option of conducting their PLCC analysis and
submitting it as part of the filing,
provided the result differs materially from
the use of the generic default PLCC
adjustment.

And in this recommendation, or in this
staff report, there is a recommendation with respect to
the PLCC. But I wanted to ask you about the
recommendation is for utilities to be able to conduct
their own PLCC analysis. Is -- I know you spoke to my
friend concerning kind of that analysis. And I understand
from the discussion that you understand that NSP, in their
testimony, had suggested that that analysis would be part
of the future application with respect to Minimum System

versus Basic Customer. Is that your understanding?

A. Like I said in that conversation,
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I don’t know that NSP committed to having that analytical
exercise in future discussion.

Q. Would it be your recommendation
that that analysis be included as part of that discussion?

A. Certainly, it would be.

(SHORT PAUSE)

MS. MacADAM: Perhaps we could mark

that as an exhibit.

THE CHAIR: Thank you. That will be

Exhibit N-63.

--—- EXHIBIT NO. N-63:

OEB Cost Allocation Review

BY MS. MacADAM:

Q. And then if we go back to your
report on PDF page 1, and this question where you say:
If the Board chooses not to approve the
Basic Customer Method, would a hybrid
classification method be more appropriate
than [Nova Scotia] Power’s approach?

And in the second line you say --

well, you say:
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Yes. If the Board does not approve the
Basic Customer Method, it is still possible
to better align the minimum size methodology
with system cost drivers. 1In that case, I
would recommend that the Company classify
primary distribution costs as 100 percent
demand-related and only apply the minimum
size methodology to secondary distribution
costs, which are the lower-voltage lines
that connect most customers to the grid.
Primary infrastructure is shared, is more
likely to peak at the same time as system
peaks, and is likely higher-voltage than the
customer-specific equipment (meters and
services) directly serving the majority of
electricity customers.

And I was just wondering, have you
completed any calculation as to the impact that approach
would have on the various rate classes?

A. The impact on the rate classes of
classifying primary distribution cost as 100 percent
demand-related?

[10:00:02] Q. Correct.

A. No, I haven’t calculated that.

That would require, you know, many changes in the

company’s cost-of-service model. And the company did
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provide an alternate output to the cost-of-service model
where all distribution costs are 100 percent demand-
related, but we don’t have any analysis on the record of
classifying just primary distribution as 100 percent
demand-related.

Q. And do you look into the
percentage of radial feeders that serve exclusively or
primarily residential customers?

A. No.

Q. And if we go -- I sent another
document, which is referenced in your evidence, PDF page
14, footnote 21, and this is the Ontario Energy Board Cost
Allocation Board directions that has -- I believe has just
been brought up.

A. Okay.

MS. MacADAM: And if we go to PDF page

57 on that document?

MR. GOODINE: That’s the number of the

PDE?
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MS. MacADAM: No, that’s -- sorry,

that’s the correct document, yes.

BY MS. MacADAM:

Q. And so this is Section 7.5.1.
And if I understand it, this is the Board directions that
arose out of the staff discussion paper that we had just
spoken about. Is that your understanding?
A. That’s also my understanding. I
believe so.
Q. And at the beginning under
Section 7.5.1 it says:
The minimum distribution system will carry a
small amount of demand. The actual amount
of demand capability within the minimum
system is a function of load density,
minimum required clearances, minimum
equipment standards, temperature, and other
engineering considerations.
Did you do an analysis of those issues
in Nova Scotia, such as the minimum required clearance,

minimum equipment standards, and the other items

identified in here?
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A. I did not.

Q. And in this same page if we
scroll down just a little bit on the page, the paragraph
that starts off, “Implementing a PLCC adjustment,” the
second sentence in that paragraph it says:

The Technical Advisory Team reviewed past
Canadian studies and found the results of
the peak load carrying capability
adjustments undertaken ranged from 0.2
[kilowatts] to 1.0 [kilowatts] per
customer/connection. The suggested PLCC
adjustment of 0.4 [kilowatts] per customer
or per connection is approved by the Board
as a reasonable figure for a generic
adjustment.

So that’s your understanding of what
was confirmed by the Board in Ontario?

A. Yes. Yes, at the time this was
-— appears to have been their analysis.

Q. And so the 0.4 that was ordered
was within the range that was identified of the 0.2 to the
1.07

A. That appears to be what this

says, yes.
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Q. And in speaking with my friend
concerning the numbers set by Ontario I believe you said
that the number was perhaps dated or old.

A. Oh, I just mean simply that I
understand this was established a long time ago. They are
currently using it and it very well could reflect their
current system. In my experience, the Minimum System that
utilities identify tends to get larger over time as they
install larger equipment. You know, when they conduct
that study they often use the smallest currently installed
equipment, not the smallest equipment on their system
ever. And so it’s possible that the Minimum System has
grown there with a higher load-carrying capacity, but I
don’t know that for sure. I think that I cited that they
are continuing to use this instruction. Although you did
call up that distributors may conduct their own analysis;
in a prior exhibit you demonstrated that.

Q. Okay. And just perhaps to

clarify that, if we go to your evidence PDF page 14 at the
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very bottom you do state:
Ontario continues to use this method, as the
OEB has since reaffirmed the original report
dictating that electricity distributors use
the methodology in a 2007 Board report...
And if we continue on, it says:
..which the OEB again referenced in its
Filing Requirements For 2024 Electricity
Distribution Rate Applications.
And so that’s your understanding of
what the situation is in Ontario at this point?

A. That’s correct.

MS. MacADAM: Perhaps we can mark that

as an exhibit as well.

THE CHAIR: Just I didn’t catch the

date of that particular document when you first brought it

up.

MEMBER DEVEAU: September 2006.

THE CHAIR: September 2006.

MS. MacADAM: September, yes.

THE CHAIR: It’s Exhibit N-64.

--—- EXHIBIT NO. N-64:
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EB-2005-0317 Cost Allocation

Review

BY MS. MacADAM:

Q. And so i1if we continue on within
your evidence to PDF page 16, at line 16 this is with
respect to the question if the Board approves use of Nova
Scotia Power’s Minimum System Study do you recommend a
load-carrying capacity. At line 16 you start:

Unless the Company demonstrates an
appropriate alterative, I recommend that the
Company credit each customer class with 1.5
[kilowatts] per customer, applying the
credit to the NCP demands used for
determining minimum system demand
allocators.

And what do you mean with respect to,
“demonstrates an appropriate alternative”?

A. Oh, just if the company engages
with that analysis. And I’ve introduced the concept in
this case or the recommendation, and I don’t want to

preclude Nova Scotia Power from -- and maybe they have

that analysis readier than the interrogatory suggests.
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Q. And so would you be suggesting
that the opportunity to provide that alternative be given
prior to your recommendation being put in place?

A. Oh, yes, I understand that the
company had the opportunity to request rebuttal in this
case, and, you know, that would have been a forum for
introducing an alternative.

Like I said, I'm not trying to say
that I have a stronger distribution engineering
calculation than Nova Scotia Power would, so that's why I
include that caveat.

Q. And you recommend 1.5 kilowatt
per customer, which is outside of the range of what we
reviewed from Ontario. So could you confirm, and perhaps
you explained to my friend, but I'm still not clear about
exactly how you came up to that number.

A. Like I discussed with Ms. Power,
there are kind of three examples that I've seen that I put

in my testimony; the .4 from Ontario, the 1.5 from
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Minnesota and South Dakota, and then New York State’s, or

National Grid in New York State, proposing to simply

assign no demand costs to it's residential and small

commercial customers.

And this seems to be kind of in the
middle of that. There's the range of adjustments that I'm
aware of that I presented, and this is kind of a middle
route. I’'ve acknowledged it's an approximation and that
it will be superior to have Nova Scotia Power’s analysis
when available.

Q. If we go to PDF page 18 of your
evidence, Table 2. So from what I understand this table
represents the impact to the different rate classes should
the Board order that NSP proceed with the Basic Customer
Method rather than the proposed Minimum System Method. Is
that correct?

[10:20:17] A. Yes.
Q. And from my review of this, it

appears that the most significant adjustments would be
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assessed against the General Class and the Small

Industrial Class, or at least two of the most significant.
Is that correct?

A. On a percentage basis in terms of
class revenue, that's correct.

Q. And have you done an analysis
with respect to whether the demand-related costs that are
proposed to be recovered on the Basic Customer Method are
being caused by those classes to that degree?

A. Do you mean whether or not the
company's use of the non-coincident peak allocator is the
appropriate way of reflecting cost causation?

Q. I'm just saying that -- I'm
wondering if the adjustments that we're seeing in this
table is reflective of the actual demand costs that are
triggered by those rate classes.

A. Oh yes. According -- this flows
right through Nova Scotia Power’s Cost-of-Service Study,

which the parties have reached a Consensus Agreement on
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and which uses a non-coincident peak allocator to assign

demand-related costs to the customer classes. And so this

table uses that methodology, yes.

Q. Okay. Thank you, those are my
questions.

THE CHAIR: Thank you.

Industrial Group?

MS. RUBIN: We have no questions.

Thank you.

THE CHAIR: Thank you.

Municipal Electric Utilities?

MR. MacDUFF: No, nothing further, Mr.
Chair.

Thank you.

THE CHAIR: Nova Scotia Department of
Energy?

MR. BOYLE: Nothing.

Thank you, Mr. Chair.

THE CHAIR: Port Hawkesbury Paper?
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No questions, Mr.

THE CHAIR: Anyone I missed before

Panel gquestions?
Mr. Murphy?

MEMBER MURPHY':

INTERNATIONAL REPORTING INC.
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QUESTIONS FROM MEMBER MURPHY

Q. And good morning, Ms. Palmer.
A. Good morning.
Q. Most of my questions have all

been asked, so I only really have two, and one actually
came to mind as you were giving your testimony this
morning.

Ms. Palmer, do you know in the case of
Ontario, whether within their Minimum System methodology,
whether they classify primary distribution costs to
customer costs within that minimum distribution system
analysis?

A. I don't know how they treat
customer -- I'm sorry, primary infrastructure. I was
going to refer to a Elenchus’ survey, but that simply says
judgment with consideration of Minimum Systems. So I'm
not sure, it may be that they exclude primary
infrastructure from the study.

Q. Okay. Would it be fair to say in
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a case of a utility that includes primary distribution
costs as well as secondary distribution costs within their
Minimum Distribution Study, if one were to assign a load-
carrying capability to the Minimum System, would it be

fair to say that that load-carrying capability would be
higher for the utility that includes the primary
distribution and secondary distribution costs, versus one
that only includes secondary distribution costs?

A. I expect that it would be. The
higher voltage of the primary infrastructure could well
have a higher load-carrying capability.

Q. Okay. Thank you.

My last question is, I was wondering
if we can get this via an undertaking, if it's possible,
and you'll have to tell me if it's possible. But as it
relates to Table 1 and Table 2 in your evidence, which are
on PDF page 17 and PDF page 18, is it possible to get
those -- a revised version of those tables, where instead

of having the second column indicating the Basic Customer
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Method, is it possible to calculate that column with the
1.5 kilowatt load-carrying capability that you’ve
recommended if the Board not approve the Minimum System
methodology?

A. Yes. It should be, pending, I
think, another outstanding undertaking. I believe that
from last Wednesday’s examination of Nova Scotia Power’s
panel, there’s Undertaking, maybe, 5 or 6 in which they
are going to implement, I believe the 1.5 peak load-
carrying capacity adjustment in their Cost-of-Service
Study.

And if they output the results, you
know, show what the results of their Cost-of-Service Study
are, then that can flow through their revenue-to-cost
ratio and revenue allocation model, which is how I created
that table.

Otherwise, I think it would be hard to
implement independently in their Cost-of-Service Study

myself. But since they are already doing it, which is my
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recollection, then that should be either something they're
already going to also do, or something I can do fairly --
in a straightforward way.

MEMBER MURPHY: I think I'd like to

get that undertaking, Mr. Chair, but I don't know how it
would work in terms of timing.

BY MEMBER MURPHY:

0. How long would it take you, Ms.
Palmer, after receiving that undertaking -- I think it was
Undertaking U-6.

A. Six (6)? Yeah, six, I think. It

requires plugging the new Cost-of-Service Study output
into Nova Scotia Power's own revenue allocation model.
That won't take long if the output is presented in the
same way that I believe it was Board IR-128, was where
they produced a version of their Cost-of-Service Study
output that uses the Basic Customer Method. And so, if
they're also going to present that Cost-of-Service Study

output in the same way in U-6, then it would not take
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long.
Q. I think that's how Undertaking U-
6 is supposed to be presented, because it was in relation
to that IR you just referenced, IR-128.

MEMBER MURPHY: So I think I would

like to get that undertaking, Mr. Chair.

THE CHAIR: My sense is it might be

quicker and less iterative if Nova Scotia Power were to
actually do that.

Mr. Williams, I see is going to have a
chat with someone. $So we'll see what his view is on that.

MS. PALMER: They are better equipped,

quite likely, to flow that through their revenue
allocation model.

For me, the two models don't speak to
each other, but it's possible that theirs are -- already,
you know, flowthrough automatically.

MR. WILLIAMS: Thank you, sir. I

think your instinct was probably correct, in that it's
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likely more efficient for us to just add that to our
undertaking and we can provide the information that

Mr. Murphy is looking for.

MEMBER MURPHY: That'll work.

THE CHAIR: Okay.

MS. PALMER: Thank you.

THE CHAIR: So just so we're clear, if

you could restate exactly the additional information
you're looking for, and it is to Undertaking U-6, I
believe.

MR. MURPHY: 1I'd like to get revived

—— revised versions of Table 1 and 2 from Ms. Palmer's
evidence that would show the RC ratio and the revenue —-
class revenue increases using the 1.5 kilowatt load-
carrying capacity factor.

THE CHAIR: Thank you.

UNDERTAKING U-26 - Re U-6: To

provide revised versions of Table

1l and 2 from Ms. Palmer's
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evidence that would show the RC

ratio and class revenue increases

using the 1.5 kilowatt load-

carrying capacity factor

MR. MURPHY: Those are all my

questions, Mr. Chair.
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QUESTIONS FROM THE CHAIR

Q. I only have a few questions of
Ms. Palmer. The first one relates to the Regulatory
Assistance Projects Manual, “Electric Cost Allocation for
a New Era”; you reference that in your report.

Testimony we heard earlier this
proceeding, Mr. Blair described this as more of an
advocacy report than for proper allocation, and he
indicated that the motivation behind the report was to
move costs to being energy related to make energy costs
more expensive to promote conservation, so he said it was
not 100 percent economic based. Do you agree with those

statements?

[10:30:16] A. (Palmer) I did hear him say that,
and I —-- I don't agree that the —— I don't necessarily
agree. I'm not sure if, you know, i1if he had a quote from,

you know, that report that demonstrates its intention to
shift costs towards energy collection in order to drive up

prices, as you've mentioned, but without that kind of
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information I understand it to, you know, present several
alternative cost of service -- you know, a range of cost-
of-service methods across the levels of the electric power
system, and a very useful reference manual, much like the
(inaudible due to audio glitch) reference manual.

Q. And I guess in any event, the
issue that you've raised in terms of the Basic Customer
Method versus the Minimum System Method is it's switching
costs between customer and demand as opposed to anything
that's energy related?

A. (Palmer) That's exactly right.

It has nothing to do with classification or allocation
based on energy. So Mr. Blair's contention that the
manual tries to push costs towards energy would not be
relevant regarding the Minimum System Study.

THE CHAIR: Mr. Goodine, if we could

pull up Exhibit N-37 and go to PDF page 19. Just the last
question there. I'm looking at the -- thanks.

BY THE CHAIR:
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Q. So in this part of your report,
you're —-- as I understand it, you recognize that the
parties have reached a Settlement Agreement and so you
recommend that the Basic Customer Service Method wversus
Minimum System Method debate be revisited as per the
Settlement Agreement, but you also suggest that that
should be along with several other cost-of-service methods
as well.

My understanding, when we heard from
the Nova Scotia Power panel about this is that -- is that
they appeared that they disagreed that these additional
matters should be included in the filing that's expected
to take place later in 2026, which they viewed as focusing
exclusively on this Basic Customer/Minimum System issue.
Although in fairness, I understood them to say that, you
know, no-one's precluded from raising anything they want
in the next General Rate Application. As I understood it,
their view was that this Settlement Agreement contemplated

process for later in the year was only focused on the one
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issue.

Given that, does that change your view
at all in terms of the —-- dealing with these additional
issues that you flagged?

A. (Palmer) I also heard that last
Wednesday, and did and do feel some concern regarding the
possibility that the utility and the parties would not
address some of those other methods.

From my experience, you know, as
Ms. Power highlighted, I partook in the stakeholder
process and attended the resolution sessions, you know, in
which all the stakeholders were in the same room, in
November of last year, and there was significant
disagreement among the parties on several of the
methodologies that Nova Scotia Power has changed in this
agreement or in this Application. And there has not been
a rationale put forward as to why those are now deemed the
appropriate methodology for this jurisdiction.

And in the context of the Consensus
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Agreement, that it feels appropriate, the parties came to
the agreement, but for kind of outside experts, observers,
and decision-makers, it's not clear that those are the
right methods moving forward for the jurisdiction. So
that is why I recommended in my testimony that some of the
other really significant methodological changes come under
review as well.

Q. Okay.

THE CHAIR: And Mr. Goodine, 1f we

could go further down on the next page.

BY THE CHAIR:

Q. There's two bullets at the bottom
of the page and one bullet at the top of the next page.

THE CHAIR: If we could straddle the

page there.

BY THE CHAIR:

Q. These are the ——-
A. (Palmer) Yes.
Q. ——— methods that I understood you
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highlighted specifically should be subject to further
justification or reconsideration, or however you want to
phrase it. Am I correct?

A. (Palmer) That's right.

Q. And you didn't really discuss any
of these points in your evidence, other than to flag them
at the end of your testimony. Is that because the -- your
concerns about these issues were somewhat dwarfed by the
Minimum System/Basic Customer Method?

A, (Palmer) Yes, that's part of it.
They are, you know, very complex to delve into, and
understanding, you know, that the parties in this case
have reached the Consensus Agreement that they've reached,
and having, you know, called out these methods for future
analysis, you know, felt like probably less of a —- it
wouldn't go to comment on them.

But I do feel that it's very important
in future, when not in the context of the Consensus

Agreement that is established from this particular
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Application, that these are really significant departures,
and I would be concerned that they might be glossed over

in the future as having been put in place in this GRA and
agreed upon, but that was, you know, kind of behind a

closed door.

Q. Okay.

A. (Palmer) So I want to make sure.

Q. Thank you very much, Mr. [sic]
Palmer. Those are all the questions that I have.

THE CHAIR: I'll just check to see if

there's any arising from Board questions. Okay, I don't
see anything.

MR. MacDOUGALL: Mr. Chair?

THE CHAIR: Oh. Yes.

MR. MacDOUGALL: I may have a couple

of questions.

THE CHAIR: Okay.

(SHORT PAUSE)
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CROSS-EXAMINATION BY MR. MacDOUGALL

Q. Ms. Palmer, these questions just

arise from the last series of questions by the Chair.

A. (Palmer) Okay.
Q. Thank you.
Can you reiterate -- I know you

mentioned it a little bit earlier, but can you reiterate
how much of the Cost-of-Service Study process you were
part of?

A, Yes, I began accessing materials
and following along with the, you know, stakeholder
presentations as the stakeholders moved methodically
through different levels of the Cost-of-Service Study in
the summer of 2024 and, you know, reviewed the prior
presentations from earlier that year as well. And then
attended the in-person resolution sessions, two days of
negotiation facilitated by Bruce Outhouse in November
2024. And then there were virtual follow-ups, a few,

maybe December 2024 and something in early 2025. And then
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the discussion went private, or maybe Board counsel
consultants were no longer included after that.

Q. So was that a specific direction
at some point, that Board counsel consultants weren’t part
of the ongoing discussions?

A. I’'m not sure. I didn’t receive
invitations after a certain point. I think that probably
that’s maybe the appropriate -- you know, if the parties
are working towards a Consensus Agreement in the -- you
know, what was the forthcoming GRA Application, then they
might have seen it under the heading of preparing for the
GRA and no longer the cost-of-service process.

Q. And were you aware that Elenchus
was sharing updates of the various parties’ positions and
that that would be updated from time to time, and then the
parties would agree as to which items they would agree be
put forward by Nova Scotia Power for their final cost of
service?

[10:40:03] A. No, no. During resolution
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session, there were several issues, namely the ones that
were just up on the screen bulleted in my evidence, that
moderator Bruce Outhouse said, “This will have to wait for
hearing.” You know, this -- i.e., “We are not going to
reach an agreement in this room today.” But that hearing,
you know, that he referred to at the time, my
understanding is that didn’t happen, and so maybe what
you’re referring to instead, the updating of positions by
the parties after the resolution sessions must be what
happened instead.

Q. Yeah, so the parties continued to
work together.

MR. MacDOUGALL: And if we could pull

up Exhibit N-27? This is IR number 1 in N-27, Mr.
Goodine.

And this is the Settlement Agreement.
And if we could go to page 10 of 21? 1It’s in Attachment
1, Mr. Goodine. There it is, “Cost of Service”.

BY MR. MacDOUGALL:
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Q. And here, this sets out for the
cost of service that the parties agree that:
The [cost of service] as set out in the
Draft GRA will be included in the ['26-"27]

GRA and put forward for approval...

You see that, Ms. Palmer?

A. Yes, I do. Thank you.
Q. And it says, “...subject to the
following...” and then there’s three issues, the Minimum

System issue; there’s an issue of information that was to
be collected regarding the high voltage system; and there
was an issue regarding the appropriate apportionment of
assessment costs for the Maritime Link; correct?

A. Yes.

Q. There were no other items issued
there as being in contention between the parties at the
time NSPI ultimately filed its GRA; correct?

A. That’s right. The parties don’t
indicate contention regarding the positions that they

agreed to for this GRA.
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Q. Well, it also says it will be
included in the GRA and put forward for approval as a
Cost-of-Service Study; correct? That’s just the wording
that’s stated here.

A. Oh, I guess I interpreted that as
approval for this -- you know, the Cost-of-Service Study
as test years 2026 and 2027, and those methodologies are
to be approved for these -- you know, the Cost-of-Service
Study approved for those years, yes.

Q. But are you aware, in this
jurisdiction, that a Cost-of-Service Study proceeding to
develop the actual Cost-of-Service Study, not its
application, is done -- you know, it’s somewhat rare?

It’s actually requested by parties from time to time but
it usually happens, you know, let’s say in a range of
every eight to 10 years or so?

A. Yes. Yes.

Q. Okay. And is it important the

parties, if they’re going on rates, has some level of view
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that the Cost-of-Service Study itself will be stable for
some period of time and there won’t be substantial

changes?

A. I ——- you’re asking me if it’s my
opinion that it is important that the Cost-of-Service
Study is stable over time?

Q. Yeah, well once a methodology is
put in place, the parties can rely on that being the
methodology that’s going to be used for a period of time
following its determination?

A. I think that the -- I don’t
necessarily agree with that. I think that identifying the
appropriate methodology, first of all, can evolve as the
power system evolves. That’s certainly Nova Scotia
Power’s argument in this case, behind some of its
methodology changes and the power system is evolving
rapidly relative to history.

And I think you might be alluding to

the idea of rate stability, one of the rate design
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principles, and that is not necessarily Cost-of-Service
Study stability. That is the following step of, you know,
revenue allocation and the subjective decisions made there
in rate design itself. And I certainly agree that
stability is a rate design principle, but when it comes to
the Cost-of-Service Study, the system is changing and I
don’t think continuity is a principle there.

0. Okay. And you indicated that at
some point, I think you just said in your testimony that
there was significant disagreement among the parties, but
what has been ultimately filed by the parties in this
proceeding, including the Elenchus document that supports
the Cost-of-Service Study changes, doesn’t suggest that
there’s any disagreement among the parties, except with
respect to the items listed in N-27 that we were
discussing; correct? There’s no evidence the parties
suggest otherwise?

A, I'm sorry.

MEMBER DEVEAU: Mr. MacDougall --
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sorry, Mr. Chair -- this topic, I think, is a little
concerning. The Board didn’t ask the parties, and in this
case Nova Scotia Power, which parties did or did not agree
to certain parts of the Consensus Agreement, and the
Board’s practice has been, through Board counsel, that
Board counsel consultants do not take part, nor does Board
counsel specifically take part, in negotiations between
the parties. And Ms. Palmer has explained her
participation in the beginning of the collaborative
process.

MR. MacDOUGALL: Agreed.

MEMBER DEVEAU: And she stepped back

from that process, as I understand, consistent with the
prior practice. So in terms of, you know, asking her
what’s in the Consensus Agreement is one thing, but in
terms of asking her to specify or confirm what the parties
agreed to, I think the record speaks for itself and it may
be something you want to deal with in submissions, but I

think we’re getting to very sensitive area here, based on
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the Board’s practice.

I don’t know if Mr. Mahody has any
comments about that, but I think we’re getting into
dangerous ground. We typically have not had Board counsel
witnesses talk about settlement negotiations, because
they’re not involved in those settlement negotiations.

I just, for one thing, want to make
the record clear for anyone listening in, Board counsel
witnesses do not take part in negotiations and they and
they are free to present their opinions to the Board when
they testify to the Board. So that’s -- I'm just
concerned here we’re getting into ground we’ve never gone
into before.

MR. MacDOUGALL: No, I'm sorry, Mr.

Chair and Mr. Vice Chair. That certainly wasn’t my
intention. I guess my concern arose out of Board
questions because Ms. Palmer suggested there was a
significant disagreement among the parties, potentially on

items she listed in her evidence. And I want to make it
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clear that ---

MEMBER DEVEAU: I'm not sure she said

that.

MR. MacDOUGALL: She said there was

significant disagreement among the parties.

MEMBER DEVEAU: About cost-of-service

issues.

MR. MacDOUGALL: No, it was in

response, I believe, to the Chair’s questions about the
other issues.

MEMBER DEVEAU: Okay.

MR. MacDOUGALL: The cost-of-service

-- they are cost-of-service issues but not the Minimum
System.

MEMBER DEVEAU: Okay.

MR. MacDOUGALL: I was simply drawing

to point out that there’s issues been raised that she has
not put other information on and that there was a

proceeding, albeit separately, but the parties have
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ultimately agreed in the cost of service, that these

items, not the other items, would move forward.

And I was just concerned that there’s
evidence on the record suggesting that there was a
significant disagreement among the parties about those
other listed items, and I think it’s important for the
record, if that isn’t the case -- I’'m not sure how we
could bring someone else back. That was the only reason I
was asking Ms. Palmer the questions because I guess that
was her opinion at a point in time.

And maybe we could just leave it at
that. I certainly wasn’t trying to get us into the
confidential discussions or anything. I was concerned
that there was a statement left on the record that seemed
to suggest that that can continued through the process,
and that’s concerning to me because the process was meant
to deal with those very specific issues.

But I'm happy to leave it there and

deal with it in argument, Mr. Vice Chair. And I
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understand your concern. I didn’t mean to go there at

all.

MR. MAHODY: Mr. Chair, if I could

just comment on this?

First off, Mr. Vice Chair, your
comments regarding the role of Board counsel and Board
counsel consultants in relation to discussions is exactly
accurate. We played no role after the time that Mr.
Outhouse had been involved in the efforts that he was
undertaking.

[10:50:08] As I understand Ms. Palmer’s
testimony, it was that during the time she was involved,
the same time that Mr. Outhouse was involved, there was an
indication that there were significant differences,
including the differences that have been outlined in her
testimony, and all Ms. Palmer was saying that no rationale
has been put forward on the record showing how those
issues got resolved.

Undoubtedly, the Consensus Agreement
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speaks for itself, and that will be for this Board to
determine what the consequences are of that, but the role
of Board counsel and Board counsel consultant here is
quite clear, it terminated at the same time Mr. Outhouse’s
role terminated in those initial discussions, in or about
December of 2024.

MR. MacDOUGALL: I guess, Mr. Chair,

maybe one other question, if we could pull up the Elenchus
report, because I'm responding to your questions I
unfortunately don’t have the document in front of me,
because again there’s a reference that there’s no
rationale been put forward, and I think it would be
helpful if we pulled up the Elenchus report.

I'm sorry, Mr. Goodine, it would be
some appendix to the Application. Maybe the utility can
help me out here.

MR. MacDUFF: Mr. Chair, I think it’s

N-9, and I can find the page reference.

THE CHAIR: Thank you, Mr. MacDuff.

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

PALMER 1343
Cr-ex, (MacDougall)

MR. MacDUFF: And it’s page 1659 of

1738. Yes, thank you very much.

BY MR. MacDOUGALL:

Q. So, Ms. Palmer, here there was a
report Nova Scotia Power, Inc. Cost-of-Service Study
Consultation Report; correct?

A. That’s correct.

0. And that’s filed as part of this

proceeding?
A. Yes.
Q. And had you reviewed that report?
A. Yes.
Q. Okay. And your view is that that

report doesn’t provide a rationale for the various changes
proposed by the utility?

A. Oh, no, I -- that is not what I’'m
saying. The report provides Nova Scotia Power’s, and
Elenchus as consultants, rationale for the changes to the

Cost-of-Service Study proposed in this proceeding and also
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proposed during the Cost-of-Service Study process in 2024.

I can -- I would like to quote from my
own evidence. I don’t know if we need to call it up, but
I say that the company has not elucidated how the concerns
of various parties raised during the stakeholder process
were assuaged.

So I don’t agree with your
characterization that I say there is no rationale put
forward on the record for the methodologies. It’s that
decision-makers and Board counsel and consultants like
myself don’t have the window into, you know, why these
methodologies are now agreed upon. I don’t agree with
them, and, you know, bringing in expert opinion there, and
therefore I recommended further consideration for such
substantial changes to the company’s Cost-of-Service
Study.

Q. Sure. But there were -- would
you acknowledge that there were expert -- I think you had

mentioned this earlier; there were experts hired by the
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various parties, and they were involved in those
discussions, and they came to a Consensus Agreement on
these items to be put forward?

A. I'm not sure who —-- which experts
came to the Consensus Agreement. As has been said, I'm
not Board counsel. And Board counsel consultants are not
part of the agreement. That’s why, you know, I’'m not -- I
understand that the parties came to an agreement, yes, but
that’s all.

Q. Thank you, Ms. Palmer. Sorry for
the -- I think my questions were longer than the Chair’s
questions, but it was an issue of importance, we thought.

MR. MacDOUGALL: Thank you, Mr. Chair.

THE CHAIR: Thank you, Mr. MacDougall.

Did anyone else have anything arising
before I go back to Mr. Mahody?
Okay. Mr. Mahody?

MR. MAHODY: No re-direct, Mr. Chair.

Thank you.
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THE CHAIR: Thank you, Ms. Palmer.

That completes your testimony today. Appreciate your
involvement in this proceeding and your report very much.
So have a very good day.

MS. PALMER: Thank you. Likewise.

THE CHAIR: Thank you.

Mr. Clarke?

MR. CLARKE: One second.

(SHORT PAUSE)

MR. CLARKE: Mr. Chair, I think it

would be a good time to have the mid-morning break.

THE CHAIR: All right. Thank you.

We’ll come back at -- is 15 minutes
okay? Come back at 10 after 11:00.
-—-—- Upon recessing at 10:55 a.m.
-——- Upon resuming at 11:43 a.m.

THE CHAIR: Mr. Clarke?

MR. CLARKE: Thank you, Mr. Chair.

I’'m going to turn this over to Mr. Williams.
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MOTION BY NOVA SCOTIA POWER

SUBMISSIONS BY MR. WILLIAMS

MR. WILLIAMS: Mr. Chair, before we

close the hearing, Nova Scotia Power would ask that it has
the opportunity to provide -- reopen its case and provide
additional evidence to this Panel.

Since the close of our testimony
yesterday we have had additional information come to our
attention that I believe is relevant to the Board’s -- for
the Board's consideration, and relevant to the Board’s
ultimate decision on this matter.

And it's related to the
securitization, and in particular the gquestions that were
posed in the confidential module yesterday by Mr. Deveau.

What we would propose, sir, is to seat
a panel to introduce that evidence, or to speak to it from
counsel table if that’s preferable.

But to introduce that evidence, we

would ask that we do it in a confidential module, sir.
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the timing of securitization, and we feel that it would be
in all parties’ best interest, including customers, for
that information to be dealt with in that confidential
setting.

We have had discussions with other
customer representatives, and I don't want to speak for
them. I welcome their comments or their knowledge perhaps,
but they are all an agreement with the proposed approach
in dealing with this and the ability for Nova Scotia Power
to present it, and present it in a confidential manner.

THE CHAIR: So there's tests for both

reopening your case and for providing information in
confidence. Maybe you can just walk me through what your
thinking is on both of those tests?

MR. WILLIAMS: Yes, sir. 1In relation

to reopening our case, the rationale here is that we
believe that the information is pertinent to the Board's
decision. We believe that it's directly relevant and

directly in response to some of the questions that were
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asked by Mr. Deveau. I don't have the legal test in front
of me for what that opening would be. If you want to walk
me through that I can respond to it.

THE CHAIR: I think --- yeah. So

yeah, so my understanding is it has to be unanticipated,
generally arising after the fact, and having a material
impact on the case.

MR. WILLIAMS: So in relation to the

first instance, yes, unanticipated. 1In relation to the
second, yes, I can confirm ---

THE CHAIR: Well, you need to give me

why it was unanticipated. You can't just say it.

MR. WILLIAMS: It was unanticipated

because it is information that came to us from a third
party, sir. We weren't expecting that information. So
it's not information that we had in our possession; it's
not information that we developed or that we sought out.
It was information that was provided to us in an

unanticipated manner.
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THE CHAIR: When?

MR. WILLIAMS: Yesterday afternoon, at

approximately 4 o’clock.

THE CHAIR: Why is it material?

MR. WILLIAMS: I believe it's

material, sir, because as I said, it relates to the timing
of securitization. I think we've had discussions in this
proceeding about what we -- what still remains to
facilitate securitization and the timing related to that,
and our understanding of the timing.

We believe securitization is obviously
a very important, and to your point, material aspect, of
the General Rate Application. I also believe it was an
important and material consideration for our customer
representatives in reaching a Consensus Agreement. And so
anything that relates to that securitization, including
specifically the timing of that, is ,I believe, a material
piece of evidence, or a material issue or subject matter

for this Board to consider.
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And obviously, the proximity of when

we got it in terms of coming off the stand midday

yesterday and then receiving it yesterday afternoon, I

think puts us in a unigque situation where we can have it

dealt with and bring it forward to the Board as part of

this proceeding, as opposed to if this is something that

happened weeks later after the proceeding has concluded.

THE CHAIR: And in terms of the test

for confidentiality that the Board applies, if you could
walk through that. And you know, I'll note as part of
that, we've had discussions on the public record already
about the timing of securitization, not just in a
confidential session.

MR. WILLIAMS: Yes, sir. And I think

it’s the communication of this, the manner of
communication of this information, what's contained in the
communication that is commercially sensitive. The test is
obviously does the interest of keeping that information

confidential outweigh any public harm in not following the
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open court principle to the absolute.

I think it meets that test because of
the commercially sensitive nature of it. I think it's
also mitigated by the fact that, you know, our customer
representatives are able to sign confidential
undertakings, which they have, and continue to
participate, and view and understand the information.

So the public aspect of the proceeding
is retained to a great extent because of the process that
the Board has established in relation to how confidential
information is treated.

THE CHAIR: And there are a number of

other parties in this proceeding who have not filed
confidential undertakings, is my understanding. They have
not been active beyond, perhaps, the first day or
whatever, but they are still parties in this proceeding.
Do you have any comments on that?

MR. WILLIAMS: Certainly, sir. I

think the parties that have signed CUs, the parties that
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have participated in this proceeding, the parties that are
signatories to the CUs, those are the parties that are
representing stakeholders to this proceeding that have the
greatest potential to be directly impacted as a result of
decisions from this.

So by that, I mean that those that
have signed CUs and are participating are representing
electricity customers that will be directly impacted by
the decision of the Board.

MEMBER DEVEAU: As the Chair

mentioned, it was -- the timing of the securitization was
discussed in the public session, and you had no date as of
the -- you had no date about the enactment of the
Regulations at the time of your evidence.

Mr. Goodine, could you turn up page 53
of the N-3? Yeah.

So the date -- either there’s a date
certain it will happen at one point, if you’ve been

advised of that. The deferral relates -- would
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accommodate that because a deferral would happen until the
securitization. Or another alternative would be that it
won't happen at all. And if it doesn't happen at all, you
have mentioned in your evidence here at page 53 of your
evidence, if securitization would not happen then you
would amend your Application.

So in terms of the necessity of
opening up the session again, the hearing again, how does
the timing of the securitization impact anything?

MR. WILLIAMS: So again, sir, I don’t

-- and to your point perhaps, we’re not looking to amend
the Application at this point.

MEMBER DEVEAU: Okay.

MR. WILLIAMS: So but I do think the

information that we’re looking to bring forward is
relevant for the Board’s consideration and what they
ultimately determine in relation to the appropriateness of
the assumptions that are made in relation to

securitization in this proceeding. Obviously the Board is
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not being asked to approve securitization as part of this
proceeding, but I think ---

MEMBER DEVEAU: You’ve asked us to

create the deferral?

MR. WILLIAMS: Correct.

MEMBER DEVEAU: Right.

MR. WILLIAMS: Correct, yeah. And so

that deferral will need a determination, as well as the
assumption that securitization and the assumptions that go
into our revenue requirement that rely on securitization
are appropriate and reasonable at this point in time. And
so the information that we would be seeking to put
forward, I believe, goes towards that.

THE CHAIR: Maybe you can explain that

to me a little bit more, because I understood that there
was always some uncertainty around when securitization
would come into effect, and that’s the reason why you’ve
requested the deferral. I don’t know what this -- you

know, what you’re intended to say in terms of the timing
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of securitization. Maybe it’s more certain or less
certain now, you know, whatever it is. You seem to have
accommodated that already in your Application and it
seemed to me, from hearing the evidence, that what was
left for the Board to decide at this point was whether we
should start the deferral from January 15t or whenever we
have new rates into effect.

Are you saying this new evidence
causes that to change?

MR. WILLIAMS: ©No, sir, I don’t

believe it does impact that consideration of whether the
Board’s decision of when the deferral starts. The
deferral would still be applicable; the deferral is still
something that’s being requested. So it does not impact
that ask or the considerations that the Board would need
to make in relation to that ask.

THE CHAIR: So where’s the material

impact?

MR. WILLIAMS: I think the material
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impact relates to, as I said, the timing of it. I take
your point that the deferral addresses concerns related to
timing. And if the Board is satisfied that the deferral
can and does address any concern, then it’s obviously the
Board’s decision as to whether this is material or not,
what we’re proposing to bring forward.

Again, I would agree with you that I
think the deferral is the appropriate mechanism. It does
address timing constraints. You’ve heard on the record,
confirmed on the record, that the timing of the
securitization does not dimmish the benefit for customers;
the benefit would be retained.

So I would agree with your line of
questioning. This 1s information that we felt was
relevant and we’re seeking to bring it forward on those
grounds. But I can’t argue with you, sir, that the
deferral is the appropriate mechanism. We gave
considerable thought to that with customer representatives

in terms of developing that and putting that forward. And
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we believe it does ensure that those benefits are

retained.

THE CHAIR: My understanding of the

test for reopening is not relevance, it’s materiality. I
may be wrong on that. I guess if -- you know, I intend to
turn to the other parties now to see if they have anything
further they might want to say relating to both requests,
I guess, at this stage, unless you want to say something
more?

MR. WILLIAMS: ©No, I'm happy. I think

it’s appropriate to get the views of others. I would ask
that you maybe circle back to me, sir, at the conclusion
of those comments?

THE CHAIR: Sure, I'11 do that.

MEMBER DEVEAU: And sorry, just before

we go there, exactly why is it commercially sensitive?

MR. WILLIAMS: I think it’s a little

-— it’s difficult for me to get into the specifics of

that, sir, without crossing the line, but ---
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MEMBER DEVEAU: Okay. That’s ---

MR. WILLIAMS: -—-- it relates to the

statements and the type of statements that are made in it.

MEMBER DEVEAU: Okay. Thank you.

THE CHAIR: Mr. Roberts?

MR. ROBERTS: We have no objection to

the proposal that Nova Scotia Power has made.

THE CHAIR: Ms. MacAdam?

MS. MacADAM: While I can’t speak to

materiality of your consideration of the information
that’s being proposed, I do think it is relevant. And
with respect to confidentiality, I do agree that there is
commercially sensitive information that would suggest that
having it dealt with in a confidential session is the most
appropriate.

Thank you.

THE CHAIR: Ms. Rubin?

MS. RUBIN: Thank you, Mr. Chair.

With respect to relevance and
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materiality, relevance relates to a matter in issue in
this proceeding, and clearly it is in relation to a matter
of issue. Materiality would, if I recall, tend to
influence the outcome of that decision-making. And
without getting into the substance of the new information,
it would appear that there is information which may be
material for the Board’s consideration. And we believe it
would be appropriate to consider the substance of that in
a confidential session to ensure that accurate -- full and
accurate information is on the record in order for the
Board to reach its decision.

So we support the information being
put forward in a confidential session and allowing the
NSPI panel to be questioned on that information.

And just to add to that, the
securitization is fundamental and it’s one of the pillars
of this General Rate Application, in terms of the costs
being put forward, and it was certainly fundamental to the

Settlement Agreement. So to the extent there’s
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information which directly relates to that, then we think
it is material to the decision-making.

THE CHAIR: And if it’s that material

that it can influence the outcome of the decision, and the
Board will presumably need to refer to it in its decision,
doesn’t that suggest there’s more public interest in not
having it be confidential?

[12:00:00] MS. RUBIN: Mr. Chair, there’s much

information that is material to a decision that’s able to
form the foundation for a decision without being revealed
publicly, and I’'m gquite confident the Board can make a
decision based on the information without specifically
citing from the information.

THE CHAIR: Thank you, Ms. Rubin.

Mr. MacDuff?

MR. MacDUFF: Nothing to add, Mr.

Chair. No objection, certainly, to proceeding in the
manner that Mr. Williams has suggested.

THE CHAIR: Mr. Boyle?
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MR. BOYLE: No position, Mr. Chair.

THE CHAIR: Mr. MacDougall?

MR. MacDOUGALL: Mr. Chair, we would

generally echo Ms. Rubin’s comments.

THE CHAIR: Thank you.

Mr. Mahody?

MR. MAHODY: Mr. Chair, I think you’ve

enunciated the test. I think that issue of materiality,
it’s been framed at certain times of another test is
whether or not it would change the outcome. I think
fundamentally, given the record of relief sought by the
Applicant in this matter, the Panel needs to determine
whether the additional reopening the case has been
justified in that it may have a material impact on that
relief that is being sought.

The request is a bit of a double
whammy, because not only is it looking to reopen, it’s
also looking to treat confidentially the product or the

outcome of that reopening. And on that point, I would
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simply state that the term “commercial sensitivity” is
oftentimes utilized, but I think it will be important for
the Panel to come -- to be able to come to a determination
of what specific commercial sensitivity is being alleged,
because this isn’t -- this is a matter that that’s an
important of the test that the Board’s going to utilize in
this case.

And my last point would be that
oftentimes, and to the Board and the parties’ credit,
issues are able to be handled through these types of oral
submissions and that’s completely appropriate from an
efficiency perspective. But there may be times that the
Panel may want to give consideration to whether or not
handling it in that type of real-time manner is the
appropriate way, given the uniqueness of the request to
both reopen and the request to treat confidentially. It
will be for the Panel members to decide whether you’re in
a position to be able to make the determination you’re

being asked -- the determinations you’re being asked to
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make about whether or not a more complete briefing would
be a benefit, I would just hold that out as a possibility,
given the gravity of the uniqueness of the request being
made.

THE CHAIR: Mr. Williams?

MR. WILLIAMS: I don't think I have

much to add, sir. Certainly, our position would be that
this information would not change what we're asking for or
would not change our requested relief. So from a
materiality perspective, if the test is that it would
change the decision, our view would be that it does not.
But we do think it's relevant and material information
that the Board ought to have before it in making its
decision.

In terms of the timing or the process
that's used in making that decision, I think efficiency
dictates that we move forward as is being requested and
that we're all here in the room today, we can deal with

this today. I don't believe, and we would not suggest,
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that there's a reason to depart from what's being

requested and have written submissions of any kind.

I understand Mr. Mahody's point, and I
take the point. I don't see this as being overly unique,
other than the request to reopen. The request for
confidentiality is something that happens in every
proceeding regqularly, and as I said, there's an
established process that's used regularly to deal with
this. So I recognize that the reopening is unique and
that's something that the Board is —-- deals with
regularly, but that's the only unique aspect of this as we
would see 1it.

THE CHAIR: Yeah. The other thing I

would take issue with, I guess, in what you just said,

Mr. Williams, is that we're not all in the room. There
are formal parties to this proceeding who are not aware of
this issue at all, potentially, and who may, if they were
aware, want to —-— want to have a view, to the extent that

they're able.
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MR. WILLIAMS: Yes, sir, and I take

that point. I think in response to that, I would say that
I don't think a party can allege prejudice from not being
present in a proceeding that they've decided to intervene
in. So that's their decision. They're not prejudiced by
their election not to attend.

(SHORT PAUSE)

THE CHAIR: Okay, so this is obviously

a bit of an unusual situation. The Board is being asked
to reopen a case to be dealt with in confidence, and to
some extent my sense is the argument to reopen itself is
hampered, or hamstrung, by potential confidentiality
issues, the effect of which is the Board is not really
getting full argument in terms of whether or not it should
be reopened, I think.

[12:10:15] So on that basis, I think we are
prepared to go into a confidential session. The parties
here seem to either agree that that should be done, or are

not opposed to it, or take no position. But the gquestion
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of whether the case should be reopened is still open. The

confidential information that we would hear may, in the

end result, determine that particular issue, as well as

the issue of whether the information should be

confidential.

So under the Board's Rules, the

process contemplates that ultimately if the Board decides

it's not confidential, there are implications relating to

that in terms of whether it's on the public record or a

withdrawal of some sort; we can deal with that if that

occurs. But I think that's the path forward, at least at

this stage in time.

MEMBER DEVEAU: We can't decide

because we don't know what's in the evidence.

THE CHAIR: Yeah. I mean, obviously

we don't know what the evidence is, we haven't heard it.
But we're prepared to go at least that far and see where
we get to. But we'll start at 2 o'clock to proceed with

those issues, and break for lunch first.
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MR. WILLIAMS:

—-—— Upon recessing at 12:11 p.m.
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