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PRELIMINARY MATTERS 1

Halifax, Nova Scotia
--- Upon commencing on Wednesday, June 17, 2026 at 9:00
a.m.

THE CHAIR: Good morning. This is a

hearing of the...
(TECHNICAL DIFFICULTIES)

THE CHAIR: Sorry about that, and

thank you, Mr. Norwood.

This is a hearing of the Nova Scotia
Energy Board for an Application by the Nova Scotia
Independent Energy System Operator to approve its proposed
expenditure and revenue requirements for the fiscal year
2026/2027.

My name is Stephen McGrath; my
pronouns are he/him, and I’m the Chair of the Board.

The Board encourages the sharing of
pronouns and titles by those who choose to do so.

I’'m joined on the Panel hearing this

matter by Board Member Jennifer Nicholson. Vice-Chair

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

2 PRELIMINARY MATTERS

Deveau had intended to hear the matter virtually but, due
to unforeseen circumstances, is not able to do so.

Assisting the Board with the hearing
today are Board staff Robert Norwood and Kimberly
Painting-MacLean. A court reporter from International
Reporting is also connected remotely.

A Notice of Hearing for the proceeding
was published in the Chronicle Herald on January 28t and
31st. Proof of Advertising was filed with the Board and
marked as Exhibit N-2.

This proceeding is being streamed and
recorded.

To accommodate the streaming of the
hearing, cameras have been set up at the front of the room
and parties who are giving opening statements or who ask
questions of witnesses are asked to come to the table set
up at the front of the room when it is time to do so, so
that anyone watching remotely can see.

I’11 go down the list of parties in a
INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS
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PRELIMINARY MATTERS

moment and ask party representatives to identify
themselves for the formal record of the hearing, but that
can be done from the microphone at your tables; there’s no
need to come up for appearances.

Some information in this proceeding
has been filed confidentially. If it is necessary to go
into a confidential session with any of the witnesses, the
public streaming of the hearing will be discontinued for
the duration of the confidential session, and the hearing
will be cleared of anyone who has not been approved to
access the confidential information in this proceeding.

For hearing participants who are
connecting virtually, a separate link has been sent for
confidential virtual sessions, and it will be necessary
for those people to sign off the public broadcast and
connect to the confidential session.

The Board received one letter of
comment from the East Coast Environmental Law Association,

which has been marked as Exhibit N -- I don’t have that at
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4 PRELIMINARY MATTERS

the moment. I think it may have been 14, but I stand to
be corrected.

We’ll try to have 15-minute breaks
mid-morning and mid-afternoon, and break for an hour for
lunch some time around 12:30. We’ll target breaking for
the day some time between 4:30 and 5:00. These times may
vary or be extended depending upon the flow of evidence
and the proceeding.

Please note that the washrooms on this
floor are gender neutral. If you prefer other non-gender
neutral washrooms, they are available on other floors in
the building.

If there’s a fire alarm, there are
staircases off the halls on either side of the elevators,
and everyone is asked to take the stairs to the ground
level and exit the building at the back on the harbour
side and gather at The Wave on the boardwalk to the left
of the door as you exit. Just please be aware of work

being underway in this area due to the Sail GP event this
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PRELIMINARY MATTERS 5

weekend.

Moving on to appearances, I'm going to
go down through the list and ask parties for
introductions, beginning first with IESO Nova Scotia.

MR. FUREY: Good morning, Mr. Chair,

Board Members. John Furey for IESO Nova Scotia. I’'m
accompanied this morning by Mr. Luther, General Counsel,
Mr. Peachey, Director of Regulatory Affairs, Ms. Karlie
MacPherson, and Ms. Olivia McMackin.

THE CHAIR: Good morning, Mr. Furey.

Thank you.
Consumer Advocate...?

MR. MURPHY: Good morning, Mr. Chair.

My colleague, David Roberts, has the misfortune of being
in Europe on vacation this week, so ---

THE CHAIR: You’re calling that a

misfortune, Mr. Murphy.

MR. MURPHY: Misfortune for us, I

guess.
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So I'm here
joined by my colleague, Melissa

THE CHAIR:

Advocate...?

MS. MacADAM:

PRELIMINARY MATTERS

in his stead and I'm

Pike.

Small Business

Good morning. Melissa

MacAdam on behalf of the Small Business Advocate, and I'm

joined by my colleague, Rebekah

THE CHAIR:

believe anyone from Eastward is

Powell.
Good morning. I don’t

here or EfficiencyOne.

Industrial Group...?

MS. RUBIN:

Nancy Rubin, and I’'11 be joined

Good morning, Mr. Chair.

later by my colleague,

Brianne Rudderham, who is at her daughter’s kindergarten

graduation.
THE CHAIR:
MS. RUBIN:
not miss.
THE CHAIR:

Thank you, Ms. Rubin.
INTERNATIONAL REPORTING INC

How nice.

Which I told her she could

Absolutely. Good advice.
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PRELIMINARY MATTERS 7

Municipal Electric Utilities and Port
Hawkesbury Paper...?

MR. MacDUFF: Good morning, Mr. Chair.

It’s James MacDuff. I’'m here this morning just on behalf
of Port Hawkesbury Paper.

THE CHAIR: Okay. Thank you, Mr.

MacDuff.
Nova Scotia Department of Energy...?
MR. KAYTER: Good morning, Mr. Chair,
Members. Thomas Kayter for the Department of Energy.

THE CHAIR: Nova Scotia Power...?

MS. POWER: Good morning, Mr. Chair.

Jenn Power. My pronouns are she/her, here for Nova Scotia
Power.

THE CHAIR: Thank you.

Did I miss anyone before going to
Board counsel?
Board counsel...?

MR. MAHODY: Good morning, Mr. Chair.
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8 PRELIMINARY MATTERS

Bill Mahody, Board counsel, joined at table by Libby
McNamara, Board Advisory Staff.

THE CHAIR: Thank you, Mr. Mahody.

Are there any preliminary matters
before we get into opening statements?

Okay. So I’1l call first on the
Consumer Advocate for their opening statement, which was
marked as Exhibit N-15.

And just while you’re getting set
there, I just want to correct the record here with the
reference to ---

MR. MAHODY: N-12, I think, Mr. Chair.

THE CHAIR: It’s N-12, yes. Thank you

very much, Mr. Mahody.
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OPENING STATEMENT BY CONSUMER ADVOCATE

MR. MURPHY: Good morning. This

Application concerns IESO Nova Scotia’s proposed
expenditure and revenue requirement for its second test
year ending March 31, 2027. The Application requests
approval for IESO Nova Scotia’s ongoing operational,
maintenance, and administrative costs budget for fiscal
year 2026/2027 in the amount of 13.08 million, as well as
transitional and operational planning costs in the amount
of 1.77 million, for a total of 14.85 million. IESO Nova
Scotia also requests that the Net OM&A Deferral and
Variance Account continue to be used as a mechanism to
true-up variances in actual Total OM&A costs.

Finally, the Application sought
immediate temporary financial relief from Nova Scotia
Power in the amount of $950,000 per month due to the
absence of a permanent fee and cost recovery mechanism.

This latter request was addressed

previously in this proceeding by the Board, which
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10 OPENING STATEMENT
CONSUMER ADVOCATE

ultimately approved the request but found that the

circumstances in which IESO Nova Scotia found itself were

entirely of its own doing. In this regard, the Board

found that the development of a rate recovery mechanism

should have been a top priority for IESO Nova Scotia, but

was inappropriately delayed, bringing IESO Nova Scotia to

the brink of insolvency. Compounding the matter is the

fact that IESO Nova Scotia’s Application failed to include

a request for the approval of a permanent fee recovery

mechanism, notwithstanding that IESO Nova Scotia had

indicated in its prior application that a rate recovery

mechanism would be included in this Application. IESO

Nova Scotia’s request for temporary relief was ultimately

approved by the Board due to -- sorry; by the Board to

“Avoid making the bad situation created by IESO Nova

Scotia even worse.”

[9:10:09] Notably, the Board was also critical

of the fact that IESO Nova Scotia’s Application was

lacking in detail. The Board specifically indicated its
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OPENING STATEMENT
CONSUMER ADVOCATE
expectation that the Application would be “Significantly
supplemented by IESO Nova Scotia in its information
request responses in this matter.”

The Consumer Advocate has reviewed
IESO Nova Scotia’s Application, as well as the responses
to Information Requests filed in this matter, and submits
that the evidence remains lacking in detail. Among other
issues, the Consumer Advocate has concerns about the
reasonableness of costs, as well as the progress in
transitioning functions from Nova Scotia Power to IESO
Nova Scotia. The Consumer Advocate is also concerned
about IESO Nova Scotia’s progress with respect to the
development of a permanent fee recovery mechanism.

We would look forward to exploring
these issues further at the hearing.

Thank you.

THE CHAIR: Thank you, Mr. Murphy.

Small Business Advocate.

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS
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12 OPENING STATEMENT
SMALL BUSINESS ADVOCATE

OPENING STATEMENT BY SMALL BUSINESS ADVOCATE

MS. MacADAM: Mr. Chair and Board

Member, please accept this opening statement on behalf of
the Small Business Advocate.

The Nova Scotia Independent Energy
System Operator was created in October 2024 and has been
active, first through a Board of Directors appointed in
February of 2025, and then through the hiring of various
staff, starting in the summer of 2025.

IESO NS has filed two annual
applications for recovery of proposed expenditures and
revenue requirements. The first was filed in August of
2025 and included a request for the creation of an OM&A
Deferral and Variance Account, which was to account for,
in addition to recording its approved forecast, any
deviations between what was approved by this Board, and
what was ultimately spent by IESO NS through the 2025/2026
fiscal year. IESO NS stated in its Application that the

forecast was created using a bottom-up approach, noting
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OPENING STATEMENT 13
SMALL BUSINESS ADVOCATE
that it had no historical or operational data.

The Board approved the first
Application covering the 2025/2026 fiscal year, including
the creation of the OM&A Deferral and Variance Account, on
February 25th, 2026. IESO NS filed its second Application,
the 2026/2027 Annual Proposed Expenditure and Revenue
Requirement Application on January 20th, 2026.

Like the previous annual Application,
IESO NS has requested a variance account to address any
over— or under-collection and/or spending as compared to
its Board-approved revenue requirement, except that it has
now asked the Board that the variance account be made
permanent and to include additional cost categories
including capital and procurement. It has also been
renamed the Net OM&A Deferral and Variance Account.

The SBA understands that the creation
of a new IESO NS, where there has never been one before,
requires a lot of work and includes a lot of moving parts.

However, the rate classes that the SBA represents have the

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

14 OPENING STATEMENT
SMALL BUSINESS ADVOCATE

right to expect that the money that they will eventually

have to pay for the work done by IESO-NS has been properly

and fairly spent. There are several questions regarding

the current debt owing to IESO NS from ratepayers; how

over and under spending will be addressed; and overall

spending that remain outstanding and require

clarification.

There has also been much discussion
over the past several years regarding concerns about the
potential for duplication of effort between NS Power and
IESO NS, and it is essential that it is avoided as much as
possible.

Another significant concern relates to
the issue of ensuring that risks, relating to spending,
procurement and contracts are properly assessed and
assigned. Whereas with NS Power, rate classes could be
assured that if there was a finding of imprudence by the
Board, they would not bear the liability for that

imprudence, the same has not been confirmed with respect
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OPENING STATEMENT 15
SMALL BUSINESS ADVOCATE
to IESO NS. This is a significant concern, especially
with all of the upcoming changes anticipated as we move
along the path to 2030.

The SBA looks forward to exploring
these and other topics during this hearing.

Thank you for the opportunity to
submit this opening statement.

THE CHAIR: Thank you, Ms. MacAdam.

Mr. Furey, my understanding is that
the opening statement for IESO Nova Scotia is a witness
panel opening statement.

MR. FUREY: It is, Mr. Chair.

THE CHAIR: Okay. So what I'll do is

I'll affirm them and you can go through your introductions
and adoption of evidence and then we'll start with the
opening statement from the panel before we get into cross-
examination.

MR. FUREY: Thank you, Mr. Chair.

THE CHAIR: To start over at the far

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS
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IESO NOVA SCOTIA PANEL 17
In-ch, (Furey)

CHRIS MILLIGAN, Solemnly Affirmed:

JOHNNY JOHNSTON, Solemnly Affirmed:

MIKE McFETERS, Solemnly Affirmed:

THE CHAIR: Thank you, Mr. Furey.

MR. FUREY: Thank you, Mr. Chair.

EXAMINATION ON QUALIFICATIONS BY MR. FUREY

Q. Mr. Milligan, you are the Vice
President of Planning and Procurement for the IESO Nova
Scotia?

A. (Milligan) Yes, that's correct.

Q. And have you previously appeared
before this Board as a witness?

A. (Milligan) I have appeared before
this Board on numerous matters during my time of
employment with Nova Scotia Power.

Q. Could you please describe for the
Board your background, qualifications, and experience?

A. (Milligan) Certainly. I am the

Vice President of Planning and Procurement at IESO Nova

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

18 IESO NOVA SCOTIA PANEL
In-ch, (Furey)

Scotia. I am responsible for resource and transmission

planning, interconnections, and energy resource

procurement activities.

I have over 15 years of experience in
the regulated utility industry and previously held senior
planning and operational roles at Nova Scotia Power.

My background also includes technical
experience with telecommunications and natural gas
providers in Nova Scotia and in Ontario.

I have led multiple integrated
resource planning studies in Nova Scotia and currently
serve as the Vice Chair of the Northeast Power
Coordinating Council’s Reliability Coordinating Committee,
which supports the planning and operational reliability of
the interconnected bulk power system across northeastern
North America.

I am a graduate of the Industrial
Engineering Program at the University of Toronto, hold a

Master’s in Business Administration from St. Mary's
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IESO NOVA SCOTIA PANEL 19
In-ch, (Furey)
University, and I'm a registered professional engineer in
the Province of Nova Scotia.

Q. Thank you, Mr. Milligan.

Mr. McFeters, you are the Director of
Finance for the Independent Energy System Operator?

A. (McFeters) Yes, that’s correct.

Q. Have you previously appeared as a
witness before this Board?

A. (McFeters) No, I have not.

Q. Please describe your background,
qualifications, and experience for the Board.

A. (McFeters) I am a Chartered
Professional Accountant and a graduate of Dalhousie
University with a Commerce degree, and joined IESO Nova
Scotia in November of 2025 as Director of Finance.

My career started with KPMG Halifax in
assurance and audit. After five years with KPMG, I worked
in financial services in increasingly senior positions.

Following that, I joined a smaller,
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20 IESO NOVA SCOTIA PANEL
In-ch, (Furey)

publicly traded real estate company, progressing to the
role of CFO.

More recently, prior to joining IESO
Nova Scotia, I served as CFO of the Halifax-Dartmouth
Bridge Commission for 11 years. The Commission was
subject to regulatory oversight by the Nova Scotia Utility
and Review Board, and I was part of a team that was
responsible for submitting the last toll increase to the
NSUARB.

Q. Thank you, Mr. McFeters.

Mr. Johnston, you are the President
and Chief Executive Officer of the IESO?

A. (Johnston) Yes, I am.

Q. Have you previously appeared
before this Board as a witness?

A. (Johnston) No, I have not.

Q. Please describe for the Board
your background, qualifications, and experience.

A. (Johnston) So my name is Johnny

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

IESO NOVA SCOTIA PANEL 21
In-ch, (Furey)

Johnson, pronouns he/him. I've been President and CEO at
IESO Nova Scotia since August 2025.

I'm a Canadian -- I became a Canadian
citizen a few years ago, having moved to Canada in 2019
and become Chief Operating Officer at Algonquin Power &
Utilities Corp.

There, I led the operations for their
regulated utility and independent renewable generation
businesses, including service to 1.5 million electric,
gas, water utility customers across four countries, and a
three gigawatt renewable generation portfolio across North
America.

My career began in the U.K. at the
national energy system operator there, known as National
Grid at the time. I spent 22 years with National Grid
rising through more senior roles in engineering,
operations, and transformation across both U.K. and U.S.
businesses.

I hold a Master’s degree in
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In-ch, (Furey)

Engineering Science from the University of Oxford. I

completed my business education at the Cranfield

University School of Management in the U.K. and Harvard

Business School in the United States of America.

Q. Thank you, Mr. Johnston.

You and the other members of the panel
here this morning are responsible for the evidence of the
IESO?

A. (Johnston) Yes.

Q. And that evidence includes your
Application and supporting pre-filed evidence that is
marked as Exhibits N-1 and N-1(1)°?

A. (Johnston) Yes.

Q. And it also includes responses to
information requests from a number of intervenors, which
are marked from Exhibits N-3 through N-10?

A. (Johnston) Yes.

Q. Is that evidence true and

accurate, to the best of your knowledge and belief?
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IESO NOVA SCOTIA PANEL 23
In-ch, (Furey)

A. (Johnston) Yes, it is.

Q. I believe you have an opening
statement prepared?

A. (Johnston) I do.

MR. FUREY: Mr. Chair, with the leave

of the Board, I would ask that Mr. Johnston deliver that
statement now.

THE CHAIR: Thank you very much, Mr.

Furey.

Go ahead, Mr. Johnston.
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OPENING STATEMENT BY IESO NOVA SCOTIA

MR. JOHNSTON: Good morning, Mr. Chair

and Members of the Board.

My name is Johnny Johnston, and I'm
the CEO of IESO Nova Scotia.
[9:20:00] On behalf of IESO Nova Scotia, I’d
like to thank the Board, Board staff, and all
participating stakeholders for their time, diligence, and
engagement in this proceeding. We recognize its
importance, not only to the parties in this room, but to
all Nova Scotians who depend on a reliable and affordable
electricity system at this time of transition. We welcome
the opportunity to be here today, and to continue to
provide information about our 2026 to 2027 Revenue
Requirement Application.

As the Board and intervenors will
know, this proceeding is focused on the Board’s assessment
of IESO Nova Scotia’s proposed 2026 to 2027 Revenue

Application -- revenue requirement, based on the
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IESO NOVA SCOTIA

evidentiary record and within the statutory framework
governing this Application.

Our Application is submitted to the
Nova Scotia Energy Board under Section 29 of the More
Access to Energy Act, which provides that the Energy Board
may, as a result, either approve the revenue requirement
or refer it back to IESO Nova Scotia for further
consideration with the Energy Board’s recommendations.

My remarks this morning are intended
to provide a brief organizational context to assist the
board in adjudicating the matter currently before it.

I'd like to start by briefly further
introducing myself, as this is my first time appearing
before the Nova Scotia Energy Board, and while I am new to
Nova Scotia, I am certainly not new to the electricity
systems or utility markets, having worked for almost 30
years 1in the energy industry.

I was born in Dundee in Scotland. I’'m

a registered professional engineer in the U.K., as well as
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a Fellow of the Institute of Engineering and Technology.

I started my career as a system operator in England and
Wales and was part of the project to extend that system
operations to include the transmission system in Scotland,
which was previously run by two independent transmission
owners.

I’ve had successfully more senior
roles in the U.K. and North America, including being
involved in setting up a new transmission planning
organization with a number of vertically integrated
utilities and MISO, also known as Mid-Continent
Independent System Operator, which operates across
Manitoba and 15 U.S. States.

I’ve worked with regulators in five
different countries, including multiple U.S. states, and
in my roles I have been accountable for utilities or
generation assets in almost all of the regional
transmission operators or independent system operators

across North America.
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IESO NOVA SCOTIA

In these roles, I’'ve testified in
regulatory proceedings in New York, Rhode Island,
Massachusetts, and it’s a pleasure today to add Nova
Scotia to this list.

On the 18th of August 2025, I moved to
this great province to take on this opportunity to lead
the start-up of this new organization, IESO Nova Scotia,
or the slightly more wordy Nova Scotia Independent Energy
System Operator, as it was known at that time. I took the
role because I believe in the independent system operator
model, and I was excited about the opportunity that it
provides for the Province through the independence,
optimization, competition, and transparency that it brings
to the energy sector here and the potential it has to
create real tangible value for Nova Scotians both in the
near and longer term.

IESO Nova Scotia was established as a
not-for-profit organization under the More Access to

Energy Act in October 2024 to take on long-term system
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planning, new energy resource procurement, the
transmission grid operations for the Province, independent
of government utilities and independent power producers.
Our mandate under the More Access to
Energy Act is critically important to deliver a secure
supply of electricity to the Province to enable the
transition to renewable energy, and to do so at the best
possible cost to Nova Scotians.
There’s a real urgency to our mandate.
Nova Scotia faces clear system pressures, including
growing electricity demand, a renewable energy transition
with ambitious and important goals of phasing out coal and
reaching 80 percent renewable electricity sales by 2030
and increasingly pressing energy supply reliability risks.
Reliability is a specific area of
concern for IESO Nova Scotia. The latest Long-Term
Resource Adequacy Report, or LTRA, from the North American
Electric Reliability Corporation, or NAERC, was published

in January this year, highlighting that the Maritimes’
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elevated electricity supply, highlighting the elevated
electricity reliability risk for the Maritimes.

Nova Scotia was also the only province
to fail to meet the required resource adequacy needs in
every year of NAERC’s analysis in their interregional
transfer capability study for Canadianalysis for 2025.

This has been further reinforced
through the peak demand event and very close call we saw
on the weekend of the 23rd of January 2026, where the
Province was on the cusp of requiring rolling forced
outages for residential customers because of insufficient
firm generation capacity.

In response to these challenges and
the urgency behind them, we’ve intentionally moved to
stand this organization up and advance critical system
planning and resource procurement work quickly. Making
progress on these issues cannot wait. Indeed, we will be
launching our request for proposals, or RFP, for fast-

acting generation in the very near future.
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The challenges don’t stop there.
We’re in a time where energy affordability is front of
mind for many in our communities, and this further
amplifies the importance and required thoughtfulness in
our work. At IESO Nova Scotia, we keep electricity
customers front of mind in all that we do. Every decision
we make is through the lens of delivering value, making
the best long-term decisions for the people of this
province. In other words, all our work is guided by clear
focus on serving the best interests of Nova Scotians.

We’re still in the early stages of
building out our organization but can and will deliver on
our important mandate. An organization that is guided by
our carefully selected guiding behaviours of transparency,
intentionality, collaboration and curiosity.

IESO Nova Scotia’s Board of Directors
was appointed in February 2025, and as the organization’s
first employee, I was hired on the 18th of August 2025,

just 10 months ago.
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Despite our short history, we’ve made
substantial progress to enable the delivery of these
critical tasks for the Province. On the 1st of December
2025, we transitioned key system planning and
interconnection responsibilities from Nova Scotia Power.
To enable us to do this, we had to stand up foundational
governance, controls, functions, secure office space,
secure short-term funding, hire leadership resources and
begin to build out the administrative and technical teams.

We entered into an agreement with New
Brunswick Power for 100 megawatts of fast-acting capacity
from their new RIGS, or Renewables Integration Grid
Security Facility, a project which has recently been
approved by the New Brunswick Energy and Utilities Board.
This is a significant win for electricity supply
reliability for Nova Scotians. Through cross provincial
collaboration that provides our province access to an
urgently needed resource more quickly and cost effectively

than we would have otherwise been able to do.
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We started our inaugural Integrated
Resource Plan, kicking off with an independent process
review and focusing on strong stakeholder engagement.
We’ve also executed a request for expressions of interest
for critically needed fast-acting gas generation to enable
the renewable energy transition and maintain security of
supply of electricity for Nova Scotians as the Province’s
demand continues to grow.

We have engaged meaningfully with
stakeholders, with over 100 meetings to date, including
Mi’ kmagq communities and organizations, elected officials
from all levels of government, energy industry
participants and customer representatives.

We’ve also held six group meetings
with our regulatory stakeholders to keep them up to date
with the progress we’ve been making. This progress has
occurred while we have simultaneously been working to
advance multiple regulatory filings, including our first

two Revenue Requirement Applications and reporting
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obligations. The scale and urgency of this workforce

cannot be overstated.

In this current fiscal year, while

ensuring we continue to deliver our on our important

regulatory requirements, including the development of a

fee recovery mechanism, we are focused on advancing four

key priorities. Firstly, completing the competitive

procurement for 300 to 600 megawatts of fast-acting

natural gas generation to secure urgently needed firm

electricity capacity for Nova Scotia.

Secondly, completing our Integrated

Resource Plan, first Integrated Resource Plan, to set up

the roadmap for future procurements to meet the Province'’s

evolving energy needs.

Thirdly, managing ongoing system

functions taken on from Nova Scotia Power, including

transmission planning accountabilities and the

interconnection key process.

And finally,

INTERNATIONAL REPORTING INC
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and transmission system from Nova Scotia Power in the

second phase of the system operation transition.

[9:29:54] We will continue to build out our team

to deliver on this work, and as of the 10th of June, we
have 31 employees working for IESO Nova Scotia and a
further 9 roles in active recruitment. We continue to
mature our organizational policies, processes, controls,
budgeting and evidence preparation as we move forward.

This context of a small, newly
established organization that’s in a new and unique role
in the Province that is not for profit and is managing a
large important and urgent workload is essential to us
understanding both the timing and substance of this
Application.

We recognize this is big change and
that things are moving fast. We also recognize that as a

brand-new organization, we have not had, nor could have

reasonably been expected to have, all the information that
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parties may have been used to in similar applications for
more mature organizations in similar processes.

But please be assured we have heard
the feedback from the Board and from intervenors that we
must continue to build on our evidentiary record and the
early engagement with stakeholders. It is, and always has
been, our intention to do just that, but we recognize
there’s more for us to do.

My lean and extremely hard-working
team, whom I'm really proud, i1s making every possible
effort to move forward our critical mandate and in
parallel deliver on the Board’s expectations on these
important matters. We take our stakeholders, the
regulatory process and the public interest very seriously
and we are intently focused on continuing to improve. I
believe that IESO Nova Scotia, the Board, stakeholders are
all working towards the same goal; to reliably providing
critical energy to Nova Scotians in the most affordable

way possible.
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The Application before you seeks
approval for a total revenue requirement of $14.85 million
for the "26-"27 fiscal year. This amount compromises of
$13.8 million in ongoing operating maintenance and
administrative costs and $1.77 million in transactional
costs associated with Phase II of the system operation
transition.

We submit this revenue requirement is
prudent, and in its entirety, appropriate for approval.
It reflects a carefully developed budget, built using
historical information where available, and suitable
inputs and assumptions. Each category of costs directly
supports IESO Nova Scotia’s statutory mandate, from system
planning, to procurement of essential energy resources,
regulatory compliance, or the foundational corporate
functions required to operate as an independent system
operator.

Importantly, this Application also

reflects the reality of a phased transition. Many of the
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costs in this budget arise from responsibilities only
recently transferred or will be transferred in the future
to IESO Nova Scotia. Others reflect necessary investments
in systems, personnel, and expertise to ensure reliability
and compliance as those responsibilities grow.

We also acknowledge that this
Application has been filed in a unique procedural context.
Due to the statutory timelines, it was necessary to
prepare and submit the ’"26-'27 Application while the ’25-
‘26 proceeding remained ongoing. As a result, there was
no opportunity to incorporate feedback from the ’"25-'26
decision into this filing.

IESO Nova Scotia takes that feedback
seriously. We’ve reviewed the direction from the Board
and submissions from Board’s consultants and intervenors
and are actively working on incorporating that feedback
into future applications as appropriate.

While this Application focuses on ’26

to 27 fiscal year, it’s only one step in the broader
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development of the IESO Nova Scotia regulatory and
financial framework. We anticipate further engagement
with the Board and intervenors on major initiatives,
including the enduring fee recovery mechanism currently
under development; the integrated resource plan;
additional energy resource procurements; and the next
phase of the system operator transition.

At each stage, our objective will be
to incorporate lessons learned; improve the clarity and
robustness of our evidence; and ensure that our
applications continue to meet the expectations of the
Board within the context of the newly established
independent energy system operator and the More Access to
Energy Act.

IESO Nova Scotia’s Application
reflects the realities of an organization that is new but
entrusted with a critical and urgent mandate. I’'m very
proud of the work that we have accomplished in a very

short period of time, and that work continues at a pace.
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The requested revenue requirement is designed to ensure
that we can maintain and enhance system reliability;
advance the transition to a cleaner electricity system;

and build the institutional capabilities required to
deliver enduring value.

Ultimately, this work is about the
electricity system that underpins the daily lives of Nova
Scotians and the future economic growth of this province.
That is why in the way that we approach our work,
including our decisions around the organizational budget
and the costs included in the Revenue Requirement
Application, we consider customers before all else. Our
decisions are driven by the needs of Nova Scotians; the
need for a secure supply of electricity to reliably power
our hospitals, schools, homes, and businesses; and the
needs of our system to be resourced and run as cost
effectively as possible. We work diligently to ensure
that all Nova Scotians’ costs are reasonable -- IESO Nova

Scotia’s costs are reasonable, responsible, and required

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

40 OPENING STATEMENT

IESO NOVA SCOTIA

for us to deliver on our legislative mandate.

We respectfully submit that approval
of this Application is the appropriate outcome and will
enable IESO Nova Scotia to continue making meaningful
progress towards its mandate in a manner that is prudent,
transparent, and responsive to regulatory oversight.

To the extent the Board has any
remaining concerns, the More Access to Energy Act provides
that the Application may be referred back to IESO Nova
Scotia for consideration of the Board’s recommendations.

We thank the Board and all
participants for their attention and engagement, and we
look forward to addressing your questions.

THE CHAIR: Thank you, Mr. Johnston.

Mr. Furey?

MR. FUREY: With that, Mr. Chair, this

panel is available for gquestions.

THE CHAIR: Thank you very much.

First up, Consumer Advocate.
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(SHORT PAUSE)

CROSS-EXAMINATION BY MR. MURPHY

Q. Good morning. And good morning
to the panel. I have some questions for the panel. And
what I’11 do is I’11 direct it to the whole panel and you
folks can decide who’s best positioned to answer the
question.

In the opening statement, Mr. Johnson
[sic], you referenced the New Brunswick Energy and
Utilities Board’s approval of NB Power’s new RIGS
facility, which is described as “A significant win for
electricity supply reliability for Nova Scotians.” Now, I
understand from media reports that the New Brunswick
Auditor General has criticized that project, given that NB
Power entered into a 25-year partnership with a U.S. firm,
Pro Energy, to build and run the plant before receiving
approval from the New Brunswick Board. If the project had
not been approved, I understand NB Power could have been

forced to compensate Pro Energy for 55.1 million. Are you
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aware of these reports?

A. (Milligan) Mr. Murphy, I can
start to address your questions. And yes, I'm aware of
those reports.

Q. Okay. And was IESO aware at the
time it entered into an agreement with NB Power that this
risk existed?

A. (Milligan) Yes.

Q. And what risk could that have
posed to IESO Nova Scotia if the Board had not approved
the facility?

A. (Milligan) So Mr. Murphy, the
urgent need for that facility, similar to some of the
comments made by Mr. Johnston in our opening statement
today, would have highlighted the importance of
progressing certain long-lead items around the development
of such a facility in order to ensure that it could reach
operation in a timely manner. And so IESO Nova Scotia

certainly, as I mentioned, was aware that certain long-
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lead items needed to be procured in advance. This is not

uncommon for large generation facilities that are under

development.
[9:40:09] Q. Okay. But what risk -- if the NB
Board didn’t approve that project, what risk was -- would

IESO have been exposed to if that had happened?

A. (Milligan) And so our
participation in the project certainly did leverage the
professionalism and expertise of New Brunswick Power in
their pursuit of that project, and we would have similarly
borne a small portion of potential costs, again related to
the securing of long-lead time equipment, overall
necessary in the overall timelines needed for that
facility.

Q. Okay. And how much would that
cost have been?

A. (Milligan) Now, that the
project’s been approved by the Energy and Utility Board,

that matter’s no longer at question, but it would have
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been approximately proportionate to our 20 percent
participation in the project.

Q. Maybe someone who is good at math
on the panel can tell me, so 20 percent of 55 million?

A. (Milligan) I think it would be --
that 55 million would represent the 400-megawatt
component, and so our portion would have been an
additional on top of that. So you can say that it would
be in the range of approximately 15 million.

Q. Okay. And so, you know, the
criticism of NB Power and entering into this arrangement
before Board approval was that it, you know, potentially
wasn’t prudent of them and it exposed ratepayers to a
significant risk. So what do you say to that? Because by
extension, you could say the same thing about IESO
exposing ratepayers to a potential $15 million loss if the
project hadn’t been approved.

A. (Milligan) I think I’'d go back to

my earlier comments, Mr. Murphy, which are that in order

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

IESO NOVA SCOTIA PANEL 45
Cr-ex, (Murphy)

to progress a facility that has an extremely long lead
time, sometimes on the order of three to four years, it is
necessary for certain expenditures to be made even to
develop the project itself. So any project that has to be
developed in order to reach the stage of maturity that it
could have, in fact, even be brought before the Board,
certain expenditures must be incurred. That’s not
uncommon in this jurisdiction or in New Brunswick. And so
I would say it’s actually fairly consistent with what you
would see with any large project development activity.

Q. But it seems to me like kind of a
big risk. I mean, if your annual requirement -- sorry; go
ahead if you need to.

If your annual requirement is
approximately 15 million, and it sounds like IESO is
exposed to a potential cost of 15 million if this hadn’t
gone through, I guess the question is, why do it the way
you did it? Why not get the Board approval first and then

proceed with, you know, those additional steps that you’ve
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been talking about?

A. (Milligan) Thank you, Mr. Murphy.

And so I think it’s important to note
that those long-lead order equipment pieces, in the
eventuality that the project may not have been approved or
did not proceed, we would have retained the title to those
pieces of equipment, which could have potentially been
reused for other projects. And so from that perspective,
the overall risk we deemed to be perhaps quite a bit lower
than what you would have noted because there are many
other projects that could have, in fact, taken advantage
of that equipment.

And again, because of the timely
requirement or the need for this capacity, both as has
been discussed in New Brunswick but, equally, as has been
identified through numerous planning exercises here in
Nova Scotia, proceeding with that project in a timely
manner was required in order to ensure that electricity

supply reliability for customers, this partnership with an
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experienced provider in New Brunswick as NB Power enabled
that to occur.

Q. What project specifically do you
have in mind that could have taken advantage of the
equipment that you would have secured as a result of this?

A. (Milligan) Sorry. I wouldn’t say
that I would have a specific list in mind, but what I
would note is it’s common in the electricity industry
today for, as an example, high-voltage circuit breakers,
large transformers, maybe other long-lead items, just
generic lead items, generically, and these can, in fact,
be either reused or perhaps sold otherwise into the
marketplace, and so that’s, again, a fairly standard
practice where you have long-lead items required for a
project.

Q. Okay. So the -- when the reports
about compensating Pro Energy, it’s not a penalty. It
would be paying them for work already done and that could

then be utilized by IESO in some potential way in the

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

48 IESO NOVA SCOTIA PANEL
Cr-ex, (Murphy)
future?

A. (Milligan) Correct.

Q. Okay. And so was that -- was
that risk sort of assessed at the time when you entered
into this arrangement with NB Power?

A. (Milligan) Yes, it was.

Q. What -- if any, what mitigation
strategies did you consider, you know, acknowledging that
that risk existed at the time you entered into the
agreement?

A. (Milligan) And so I think the
most significant one would be what we’ve already
discussed, that there would be the potential to recover
those costs through the alternate use of that equipment or
its potential sale.

Q. Anything else?

A. (Milligan) That would be the most
significant mitigation identified.

Q. But does that mean no other
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plans?

A. (Mulligan) I think the other
thing I’'d point to would be our regular engagement with
our partners at New Brunswick in order to maintain
visibility on the progress of the project itself and any
opportunities to support that progress.

Q. Okay. Did you consider
negotiating any kind of indemnity with NB Power to, you
know, reflect the status and -- of that Application before
the Board?

MR. FUREY: So Mr. Chair, at this

point I'm going to object.

This -- I probably should have
objected at the very beginning. It’s already clear on the
evidence that the risk did not materialize that is being
investigated through this cross-examination, and it has no
link whatsoever to what we’re here before the Board for
today, which is approval of the ’26/'27 revenue

requirement.
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None of these costs relate in any way
to the "26/'27 revenue requirement.

THE CHAIR: Mr. Murphy?

MR. MURPHY: Yeah. I guess it was

raised in the opening statement that was read into the
record, and I think, in general, our review of the
Application is about the reasonableness of what they’re
proposing and cost minimization strategies and other
efforts made by IESO, and so this would relate to those
efforts.

THE CHAIR: How much more did you have

planned on this line?

MR. MURPHY: Not much more other than

the question I had just asked.

THE CHAIR: Mr. Furey?

MR. FUREY: Well, we’re now —-- the

other issue, Mr. Chair, is that I would normally have
expected if we’re going to have discussion about these

types of contractual rights there would be some kind of
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reference to a document, which I understand my friend
would not have, but it puts these witnesses in a very
difficult position. They had not prepared to discuss the
contractual remedies in that arrangement in the context of
this proceeding. It just puts the witness panel at quite

a disadvantage.

I would ask the Board, since we'’re
near the end anyway, to end the inquiry, but I'm in the
Board’s hands.

(SHORT PAUSE)

[9:50:03] THE CHAIR: Mr. Furey, I'm going to

allow the last question, at least. You can continue to
object if it goes much further and you remain concerned.
To some extent, I do agree with Mr.
Murphy, it has been opened up a little bit in the opening
statement with reference specifically to this project but
also, as Mr. Murphy noted, the guiding principles that
IESO Nova Scotia says it follows in terms of driving the

lowest reasonable cost for customers, so I think the
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question of risk goes to that element as well.
Mr. Murphy.

MR. MURPHY: Thank you.

BY MR. MURPHY:

Q. So my question was, in
negotiating the agreement with NB Power, did you include
an indemnity for these potential costs?

A. (Milligan) And so Mr. Murphy, I
think in response to your question, I’d note there was
quite a significant discussion and negotiations with New
Brunswick Power to achieve the agreement that was, in
fact, reached to the benefit of Nova Scotia customers.
IESO Nova Scotia would have engaged external advice to
advise on the appropriate elements to include in that
negotiation and then, of course, needed to reach a
commercial agreement with an equally sophisticated
counterparty.

And so I would say that that’s -- all

of that, including those discussions and that advice, was
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reflected in the negotiation that was undertaken.

To be specific about your question
around an indemnity agreement, that would not have been a

commercial position that we would have reached with our

counterparty.

Q. Okay. Thank you.

In the response to CA IR-7...

MR. MURPHY: Mr. Norwood, if you can
bring that up, it’s -- I believe it’s PDF page 98, Exhibit

N-3. Oh yes, thank you. That’s great.

BY MR. MURPHY:

Q. And we don’t necessarily need to
refer to it unless you would like to, but in this response
IESO confirms that, at least at the time, only 9 of 23
management and administrative positions have been filled
with several remaining positions expected to be filled in
March/April 2026. In the opening statement I understand
that the organization now has 31 employees as of June 10th,

2026, and so -- and still nine vacancies. Is that right?
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A. (Johnston) Nine actively hired
positions that in the process of firing -- hiring. If you
add the nine to the 31 that would get you to 40, and of
course in the Revenue Application it was 44. So there’s
four outstanding roles to be hired.
Q. Okay. When you say, “Actively

”

hiring,” what does that mean?

A. (Johnston) That would mean the
job description has been completed, the Jjob has been
posted, that we’re in some process from that job being
publicly available through to the employee starting. So
we’ll have folks that have got offers but haven’t started
yet, some folks that are interviewing, some folks that are
still applying, but it’s sort of in that range of it’s an
actively -- there’s a job out there that someone could
apply to.

Q. So there’s an active recruitment

process and depending on the position there’s wvarious

stages where it may be at. Okay.
INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

IESO NOVA SCOTIA PANEL 55
Cr-ex, (Murphy)

In the response that it said several
remaining positions expected to be filled in March/April,
how many positions were filled in March/April 20262 Of
the nine out of 23 -- or, sorry; the nine of 23 were
filled. So of the remaining 14.

A. (Johnston) Three.

Q. Okay. So three filled in that
timeframe. And then how many, you know, subsequent and up
to June 10th?

A. (Johnston) I might be answering
the same question. So up to June 10th there’s been -- from

this point there’s been three.

Q. Oh, I see. Okay.

A, (Johnston) Apologies.

Q. That’s okay.

I see. Right. So there’s -- and then

there’s four outstanding and nine that are active
recruitment. Okay.

And I had a look at the IESO website,
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and I saw that there are four current openings, one for

Director, Operational Policy and Market Operations,

another for HR Coordinator, a third for Communications

Advisor, and the last is Director of Energy Resource

Procurement. So there’s four on the website, but it
sounds like nine. So where are the other five?
A. (Johnston) Yeah, so some are in a

place where we’ve closed it from the website because of
the number of applications that have already come in and
so we’re just going through the interview process. We’ve
got some roles that we’ve also gone direct to head-hunters
for. And so that’s what’s making up the difference.

Q. When do you anticipate these nine
positions that are in the active recruitment mode, when do
you anticipate those being filled and have people acting
in those roles?

A. (Johnston) Yeah, so, I mean, I
think the -- in some of those roles we’ve literally got

offers out to and they can be being filled, like, in the
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next couple of weeks. Some obviously that have just been
posted, and we’ve got applications coming in. I’d say on
average, you know, our time from post to hire has probably
been in the region of, you know, six to eight weeks. So
over the next couple of months you would expect those to
be filled and the remaining roles hired -- posted.

Q. Okay. So if we could say
sometime in August you would expect all of these positions
to be filled?

A. (Johnston) That would certainly
be the hope.

Q. Okay. And what about the four

outstanding that aren’t in that process yet?

A. (Johnston) So I think following
closely behind.

Q. How closely behind?

A. (Johnston) Well, I mean, I think
we have been -- you can imagine, we’re a new organization

starting up. Right now I’ve got one HR person and a
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portfolio of nine roles to hire is a significant

undertaking for them, and so as these initial roles sort

of come up we’ll be able to put the additional roles on.

So it’s probably another month or so.

Q. So if I can extrapolate from
that, by mid-September you might expect to have all of
these vacancies filled?

A. That sounds a reasonable
assumption.

Q. At IR-7(3), IESO confirmed that
three of 21 of the Nova Scotia Power transferred roles
remained vacant at the time of the IR filing, which was
March 10th, Have those three roles been filled yet?

A. (Milligan) I can take that one,
Mr. Murphy. So the current count in that number of roles
would be 19. I think it’s worth noting in that that as
well we would have had one employee actually retire in the
period since that IR response was filed, and we would have

had one employee who’s chosen to leave the organization in
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that period as well. So that would get us back to 19.

Q. Okay. And I guess with all of
that in mind, the budget, as I understand it, assumes a
full complement even though there isn’t, right? So you’ve
projected costs to assume these roles are going to be
filled for the fiscal year. Am I right about that?

A. (Johnston) That is correct.

0. Okay. And so given that the
roles haven’t been filled and we’re still looking at, you
know, mid-August to mid-September and potentially longer,
we don’t know, I guess what is IESO’s position on those
projected costs and what the recovery should be?

A. (Johnston) Yeah, so I think it’s
a very fair sort of line of questioning, Mr. Murphy.

As we -- as I worked in my, I think it
was second month on the job as the sole employee of the
IESO, working through what was the resources we needed and
when might they come on as we built the budget that

ultimately came together for this Application, we knew
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that we needed to move fast. It was going to be

impossible to know exactly how quickly we could get

everybody on board.

And so in terms of trying to be
transparent to the Board and to the intervenors, we
thought the right thing to do was to put the bodies in for
the full year so everyone would get a full visibility of
what the ongoing and enduring cost of the organization
was, and -- but we also knew that this was work that
needed to be done, whether we had the fulltime employees
or not. And so we’ve been using contracting resources to
manage the overall workload in advance of being able to
fill fulltime positions.

[10:00:26] And as I look back to the actuals that
we had for our ’25/’726 Application, which is still to get
through the full audit process, but if you were to look
into those numbers you would see that we were underspent
on our FTA costs and we were overspent on our consulting

and external support costs and net got to about the same
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dollar wvalue.

And so sort of our position coming in
here is absolutely we try to be very transparent on our
hiring process and that it’s taking certainly longer than
we put into the Application, but there are other costs
that weren’t in the Application that are being borne by
the organization before those resources come on board and
we think that they’re in the region of about being the
same amount.

Q. I appreciate you may not be able
to say today how that kind of cost analysis is shaking
out, but -- if you can, then great, but if not then
perhaps by way of an undertaking to sort of provide some
assessment of actual costs incurred to date in this
category, compared to budget?

THE CHAIR: Mr. Murphy, just if I

could clarify that, you said actual costs in this
category. I know Mr. Johnston was saying there was some

offsetting costs moving. Are you looking for just one
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thing in particular?

MR. MURPHY: No, I guess taking into

account those consulting costs. So the employee cost
category, and then if there were other costs that were
incurred to make up the difference, then I guess just a
more -- I'd just like to see the numbers, I guess, if I
can -- well, if that clarifies.

MR. JOHNSTON: So with the clear sort

of caveat that we sort of gave a minute ago, that our ’'25-
26 numbers are still to go through the full audit process
and be signed off by the Board, so there could be some
variations, but I'm very happy to sort of share where we
sort of got to last year, to give some comfort and context
around that.

And so if you look at sort of the
overall total Revenue Application, we asked for $5.3
million. Last year we had -- and in terms of where we
look like we’re coming in, we’d be coming in at basically

S5 million against the 5.3, for our spend versus the
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Revenue Application.

In terms of the specific line item
that you’re talking about, in terms of our administrative
salaries and wages, we would have had about $1.6 million
in the Revenue Application. Our total spend for the year
was one million -- just over $1 million.

But if you were to look at the
transitional expense, which would have included our
consulting expense, that would have been close to $1.8
million, versus the $1 million that we had in the Revenue
Application.

BY MR. MURPHY:

Q. Just to clarify, Mr. Johnson
[sic], these are your numbers for last fiscal, not current
fiscal?

A. (Johnston) This would be last
fiscal, "25-'26.

Q. And I appreciate that, and I'11

likely come back to that, but my question was more about
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current fiscal, in terms of what was projected in the
Application and where things currently stand with these
costs.

A. (Johnston) Yeah, so I think the
-- as you can imagine, as we come into this fiscal year,
going through our first ever sort of audit process and
closing out last year has very much been the focus of the
finance team, and so I don’t have up to date numbers for
this fiscal year.

Q. Okay. Could you provide an
undertaking on that point?

A. (Johnston) It would all depend on
timing, when I said I’'d have them. Like, I don’t have
them, so it would take some time to pull that together.

The priority right now is getting through our first
financial audit. So it would be several weeks away.

MR. FUREY: So Mr. Chair, it strikes

me that what is being requested is what I would refer to

as a Q1 forecast. So not surprising that when you get to
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the end of a quarter, there would be some updated
reporting with perhaps some actuals, and I think the
answer of the panel is that that does not yet exist. And
so I'm unsure what the practice before this particular
Board is. What I'm used to is that that would not be an
undertaking that would be ordered on the basis that it is
simply -- requires a level of effort for information that
does not exist today. But again, I'm in the Board’s
hands.

THE CHAIR: And Mr. Murphy, I don’t

know whether you were going to continue with the request
for the undertaking in light of the responses you heard or
not, so perhaps you can indicate?

MR. MURPHY: Yeah, I mean, I guess I

wouldn’t have thought it would take several weeks to
assess what salary costs have been and what the
countervailing, you know, consulting cost would be, to
provide that, if not in an audited format, simply to

gather that information and provide it to us. So -- but
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if it’s going to take weeks, then I’'d leave it in the
Board’s hands. Obviously, we have additional days
scheduled for next week, so any undertakings beyond that
may be an issue.

THE CHAIR: Mr. Johnston, or maybe

McFeters may be more apt for this question, I assume that
actually costs are being tracked more or less in real
time?

MR. McFETERS: I mean, yes, we're

doing -- yes, we are doing the recordkeeping in real time,
processing payroll, yes.

THE CHAIR: So in terms of the

response for the payroll numbers to date, that is
something that could be provided on a fairly short-term
basis?

MR. McFETERS: Yes, our records do —-

you know, we’re processing payroll and recording those
costs. Where the difficulty comes is that we haven’t done

a lot of review and analysis of the numbers because we
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have been so focused on the year end and working through
that audit right now that we’re in the middle of right

now. So there hasn’t been -- there is raw data in our
system, you know, recording the activity through the bank
that results from processing payroll, but there hasn’t

been a lot of management review on those numbers at this
point.

THE CHAIR: Okay. I take that. And I

anticipate, though, the other part of that that Mr.
Johnston was talking about in terms of those offsetting
costs may be a bit more difficult to get a handle on?

MR. McFETERS: 1It’s really -- that’s

where the lack of review on these -- on the recordkeeping
at this point is really an issue, yes.

THE CHAIR: So I think there might be

a gap there that we won’t be able to surmount, Mr. Murphy.
I don’t know what your view is at this point.

MR. MURPHY: That’s fine. We can move

on.
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THE CHAIR: Thank you.

BY MR. MURPHY:

Q. In response to IR-7(c) from the
CA, the question had asked whether IESO Nova Scotia relied
upon any expert consultants when establishing compensation
for the non-CEO roles. And IESO confirmed that it did
hire an external consultant to support the development of
compensation ranges for non-CEO roles as the HR Manager
had not yet been hired. So who was the external
consultant that IESO hired?
[10:10:06] A. (Johnston) So we used an
organization called TimBar Consulting, and then they also
go additional input and advice from both KBRS and then

also an organization called Hub.

Q. And TimBar? Is that what you
said? Okay. T-i-m-B-a-r?

A. (Johnston) That is correct.

Q. And this may not be the thing

that you would put through a competitive procurement
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process, but how did -- maybe just tell me how you came
about hiring TimBar for that work?
A. (Johnston) So the honest answer
is I don’t 100 percent know because it was before I joined
the IESO. I do know that in a number of the support
agents that the Board used to bring folks on at the
beginning, they got a number of quotes and then went with
the best quote. I do not 100 percent know for this one.
You can obviously recognize when the Board’s got zero
employees, there’s only so much they can do. But that was
always a focus, to try and get multiple quotes to get the
best option.
Q. Okay. In the IR, we had asked:
Did IESO [Nova Scotia] rely upon any expert
consultants when establishing compensation
for the non-CEO roles?...If so, please
provide details of the work performed by the
consultant(s) .

And then there’s sort of a description

provided in the answer:

...The HR consultant discussed the
compensation of multiple roles with a local
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recruiting firm in gathering support for the
budget. The consultant developed salary
bands by reviewing available market data and
providing recommendations to inform the
initial structure. 1In addition, a benefits
consulting firm was hired to support the
development of the benefit package.

I'm wondering, did the consultant
provide, you know, a rationalized basis for what it
proposed, like in the form of a memo or some kind of
opinion? Is there any work product that came out of that
assignment?

A. (Johnston) So as I remember it,
the work product, really, ultimately came through to roles
with banded -- or ranges of salaries around that from sort
of -- sort of focused on a midpoint.

I would probably maybe point you back
to some of the feedback in Doane Grant Thornton’s analysis
of our ’"25-'26 Revenue Application where, in section 5
there, they pointed out that nothing’s come to our

attention to suggest that the proposed salaries or wages

are unreasonable.
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Q. So -- sorry. Was there work
product that would have been generated from the
consultant, like a report of some kind to say, “Here’s

what we recommend you do and here’s why it’s supported”?

A. (Johnston) So I think the work
product was very much -- would have been a spreadsheet
with the roles and band of -- range of salary band ranges.

0. But no rationalization to support

why they came to those conclusions?

A. (Johnston) Just the process that
they went through.

Q. Okay. 1Is that something that has
already been provided in this process to the parties and
the Board?

A. (Johnston) My belief is that to
date that we have tried to get away from providing
individual sort of employee-based sort of salary ranges
from an employee confidentiality perspective from such a

small organization.
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Q. What about the benefits
consulting firm that was hired to support the development
of the benefits package? Did they provide any report or
memo or letter providing kind of a rationalized support
for what they were recommending?

A. (Johnston) I believe they must
have done, but the honest answer is there’s an awful lot
of water’s gone under the bridge in the last few months.

I can’t remember for sure.

But I mean, I think the -- because of
the language in the More Access to Energy Act requiring
our benefits package to essentially look very similar to
what Nova Scotia Power’s was with employees transferring
across, it’s pretty much a (inaudible due to audio
quality) .

Q. I guess I would ask for an
undertaking for any of the work product that would have
been produced by these external consultants who made

recommendations on salary ranges and benefits for non-CEO
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roles.

A. (Johnston) That feels like a very
broad undertaking. Can you maybe provide more clarity in
terms of what you’re really looking for that we could
maybe help with?

Q. I guess what I was asking for
was, you know, was there any documentation provided by
these external consultants to justify their
recommendations. And so I understand there’s a
spreadsheet that was produced and you say there must have
been, but maybe there wasn’t -- appreciate that -- some
sort of memo produced by the benefits consulting firm. So
that’s what I'm getting at, anything that they would have
provided that, you know, provides whatever their
recommendation is and the justification for their
recommendation.

A. (Johnston) Yes. I think -- so on
-- I mean, on the benefits piece, the -- we went out to a

number of different providers to bid in on the benefits
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package, but the definition of that was tied back to the
Nova Scotia Power piece, so there’s no document
recommending that because it was around us matching the
benefits program of Nova Scotia Power. But we certainly
could find the three bids that came back in, if that would
be helpful to you, in terms of what we received on our
benefits package.

Q. Yeah. And my request is broader.
It would do with the consulting firm, TimBar, that you
hired to make recommendations on compensation ranges as
well. So there’d be that, and then there’s the
spreadsheet that you mentioned. And if there’s any other
documentation, we want to see that.

But I understand on the benefits the
answer that you provided in the IR is a benefits
consulting firm was hired to support the development of
the benefits package. So I guess I'm just -- if there’s a
consultant hired to support the development and they

produced any work product to help with that development
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and make recommendations, that’s what we would like to
see.
A. Okay. Understood.

THE CHAIR: That will be Undertaking

UNDERTAKING U-1 - To provide any

work product from any consultant

hired to support the development

of the benefits package

MR. MURPHY: We might as well scroll

down, Mr. Norwood, to show the answers to these questions
because I'm going to sort of walk through some of them
here.

You can scroll down to (d), the answer
to (d). Yeah, right there. Yeah.

BY MR. MURPHY:

Q. So then there’s this -- the
fringe rate estimate, 15 percent for estimated employer

cost of benefits as a percentage of salary.
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This rate was developed by an external
consultant using available benefits
information and standard market assumptions.
The consultant’s updated estimates were
incorporated into the budget.

So I guess that relates back to the

first question, so it’s something that would address that.

And what was the external consultant

for that piece of the wor
A.
Q.
Seven

percent increase:

k?

(Johnston)

Hub.

That was Hub. Okay.

(7) (e) talks about a projected 3

...to reflect the standard cost-of-living
adjustment related to inflation. This
percentage was also based on general market
compensation trends and consultant input
during the development of the initial

compensation st

ructure.

Was there any particular research or

work done on this to develop that figure?

A.

(Johnston)

So again, I mean,

let’s try and take ourselves back to the time when this
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was done, where the IESO had one employee.

And so it was very much done using
TimBar consulting to speak to the evidence and expertise
that they had from what other organizations were doing. I
think our understanding at the time was that Nova Scotia
Power’s also holding that as a budget assumption for the
following year, and so it seemed reasonable as we sort of
brought that together.

[10:20:03] Q. And so I appreciate, you know,
when things were developed there may have been one
employee, but now there’s more. And there were more at
the time this Application was put together as well, right?

A. (Johnston) So I think the -- it’s
important to understand that timeline, actually.

So I came on the 18th of August and, as
you think about what was happening in September was
obviously starting to figure out what the plans we needed
to do for the IESO. I think we were starting to get into

the IR responses for our first Revenue Application that
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was filed before I joined.

We had the 100 megawatts conversations
going on with New Brunswick Gas. As we moved into
October, we really actually were getting the budget pulled
together for 726/’27 to allow the rate application to be
pulled together to be filed by the end of the year. And
at that point in time, it was pretty much me.

So the first employees started to come
on board in November, so you can imagine there was a fair
bit of interviewing going on at the same time as we were
trying to do all of these things, as well as find us an
office, get us a branding put into the place, to get the
benefits package pulled together so that we could get
employees across from Nova Scotia Power by the 1st of
December.

So actually, most of the work for this
Revenue Application had to be done at a time when the
organization had one employee and so we worked as hard as

we could to build off of what we put in ’"25-'26, and you
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would have seen, actually, there was a huge amount of
alignment between those two applications. And so we sort
of took, I think, as an organization, ultimately when the
Board approved ’25-'26, some comfort that ’'26-'27 was
moving in a very consistent direction, which is all I

could have reasonably done in the timeframes we were
talking about.

MR. MURPHY: At IR-7(h), Mr. Norwood,

if you can scroll down? Oh -- yeah, that’s great.

BY MR. MURPHY:

Q. So there’s a breakdown provided
for governance costs. And the total governance costs are
.49 million and the Board remuneration is .42 million.
And so how many Board members are there?

A. (Johnston) There would be seven
paid Board members.

Q. So what does that work out to,
about 60,000 per Board member?

A. (Johnston) I’11 trust your math.
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I don’'t have a calculator in front of me, sorry.

Q. Don’t trust my math. Okay. And
what’s the commitment expected of Board members?

A. (Johnston) Well, you can imagine
in our start-up phase, Board member commitment has been
pretty significant. So in my -- it’s eased off a little
bit now, but in my first year, I was having weekly Board
meetings, or at least subcommittee meetings, with members
of the Board because they were doing an awful lot of the
initial work to get the organization stood up. As we sort
of move into this year, I think we have got maybe in the
region of eight formal Board meetings. Subcommittee
meetings on top of that. And a fair bit of incremental
work very much focused on the transitional phase of where
we are. And then I think as we move into future years,
the hope would be that we’d move into a much more normal
routine of four Board meetings a year.

Q. Do you have a sense of what the

hourly commitment is for each Board member in terms of,
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you know, expectation?

A. (Johnston) I think it’s fair to
say that some of our Board members, at least last year,
were pretty much working full time on this. So 40 hours a
week. These days, I think it’s significantly reduced, but
I would say particularly the work through the committees,
there is still meetings going on, you know, as we think
about the work that needs to be done for Phase II, maybe
every other week. You know, these would be meetings that
are maybe a couple of hours in length, but then there’s
preparation work to be done before that. So it’s multiple
hours every week.

Q. How is the renumeration level for
Board members decided?

A. (Johnston) So the Board hired
Hugessen to do an external assessment of -- and come
forward with a recommendation.

Q. And IESO is a non-profit

organization. Is it standard for Board members of a non-
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profit organization to be remunerated at this rate?

A. (Johnston) So in the work that
they did, they looked at other non-profit organizations
doing similar work, including the IESO in Ontario and
Alberta as part of working through that remuneration. So
yes.

Q. Has that work product been shared
as part of this Application?

A. (Johnston) I don’t believe it
has.

Q. Okay. We would request an
undertaking for that to be provided.

A. (Johnston) Understood.

THE CHAIR: Undertaking U-2.

UNDERTAKING U-2 - To provide

Hugessen’s work product

BY MR. MURPHY:

Q. The Application indicates that

IESO Nova Scotia has leased 89,000 square feet of office
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space, and this is for, you know, currently about 40
employees?

A. (Johnston) Yeah.

Q. And how many -- in the end, how
many employees does IESO intend to have and to house in

this office space?

A. (Johnston) The space that we have
is -- would take a maximum of 50 people.
Q. Okay. So that was sort of going

to be my next question is in terms of square footage per
person, what’s the, I guess, the recommended amount that
you’ re supposed to have?

A. (Johnston) I guess you’d divide
what we’ve got by 50.

THE CHAIR: Mr. Murphy, I'm not sure

how long you plan on going on, but at any appropriate time
for a break, we’d probably look to take our midmorning
break.

MR. MURPHY: Okay. I just have, I
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think, one question kind of related on this line of
questioning and we can break.

MR. MURPHY: Page 34 of Exhibit N-

1(i), and this is the actual page. I don’t know if it’s
the -- yeah, maybe scroll down one more. Yeah.

BY MR. MURPHY:

Q. At the top of the page, it
references “Change Management (0.010M)” and it says:

This cost is to support the organization
overall with change management as it leans
into the Phase I structures and processes
that were put into place, while also
ensuring readiness and preparedness [for]
new administrative staff and transferred NS
Power employees for Phase IT.

What does that mean? Like,
practically, what is that -- what are those funds being

used for?

A. (Johnston) So I think if we think

back to Phase I, that’s probably the best example where
were transferring 20 or so employees across from Nova

Scotia Power. You can imagine coming from a highly
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sophisticated, mature organization to an organization
that’s been going a couple of months, it’s a fairly
significant change of just everything, whether it be the
IT, the environment, the support they needed. And so we
had some change management expertise to help us to have
conversations with the employees before they came, but
also as they came over, around what were their
experiences, how it was going, what have we forgotten
about and what was missing, to help to make that
transition as smooth and seamless as the More Access to
Energy Act was asking us to do. And so it was really
around have we got the right mice to enable people to do
their work? And have we got the right set up for desks?
And working our way through how do we help the team to be
comfortable and productive to do their jobs versus
worrying about, you know, where they get coffee from.
[10:30:40] And so it’s not a huge 1lift, but it's
a really important one, in terms of helping that

transition and enabling employees to contribute fully to
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the new organization. And I think it’s been effort that’s

been well worth our time, as I sort of look at how the

team that Chris has brought across has really been able to

hit the ground running.

Q. It certainly makes sense to have
something in place for changed management. The cost
itself, though, is that to hire a consultant to assist
with, you know, dealing with all of those different issues
that you’ve just raised?

A. (Johnston) So for Phase I, we
absolutely used contractor support to enable us to be able
to do that, and we just -- and we haven’t got the capacity
in the organization to do that.

Q. Okay. And here, this cost,
though, is for Phase II. And so would it be the same
intention, that you’re going to hire an external
consultant for that?

A. (Johnston) So that was very much

the concept. This budget was just pulled together at a
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time when the expectation is that we've got Phase II
happening very close to the end of this financial year

and, therefore, having some additional support to enable
that transition to happen smoothly, it seemed a prudent
thing for us to do.

Q. Has anyone been hired for that
work yet, or is that still in progress?

A. (Johnston) No-one’s been hired
for that work yet.

Q. And just further down the page
under, “Subject Matter Expertise - Phase II” into that
larger paragraph there's an acknowledgement that, you
know, you have a budget for these costs, but it says --
and this is the second-last sentence:

At the time of this application these
projects have not been fully scoped nor
competitive bids received and so the costs
are estimates.
Does that remain the same at present?

A. (Johnston) That remains the same

at present. Significant progress has been made on what
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needs to happen to take over the control centres for Phase
IT, and we're working through bringing a recommendation in
its first instance to our Board, and then we'd look to
sort of share that more broadly, and that would have a
much clearer view of costs, timelines, and then as we then
go into sort of executing that plan, we'd obviously then
be looking to hire these resources.

Q. And I don't need to -- I don't
necessarily need to know the specifics of the progress,
but in terms of a timeline, when do you anticipate
bringing it to the Board and then for wider consumption?

A. (Johnston) And so it’s always
hard to commit to these timelines, but certainly in terms
of my Board, which is what I'm in control of, in the first
pass, we have —-- our next Board meeting is planned in
about a month's time, just over a month's time, and so I'm
planning to take the plans there.

Of course, they may have feedback and

pushback and changes that need to be made, but assuming
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that that all goes positively, then I think we would be
looking to package that up and get in front of this Board
within a couple of months of that.

Q. Okay.

MR. MURPHY: We can take the morning

break now.

THE CHAIR: Thank you, Mr. Murphy.

So it's 10:34. Why don't we come back
at 10 to 11:00? Thank you.
-—-— Upon recessing at 10:34 a.m.
-—-—- Upon resuming at 10:51 a.m.

CHRIS MILLIGAN, Resumed:

JOHNNY JOHNSTON, Resumed:

MIKE McFETERS, Resumed:

MR. MURPHY: Thank you. If you could

bring us to IR-1 for the Consumer Advocate? That’s N-3.
It would be the first page of the Consumer Advocate's
IR's, N-3. I think you're still in the -- yeah.

Thank you. And you can scroll down to
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the answer, please. Thank you.

CROSS-EXAMINATION BY MR. MURPHY, (Cont'd)

Q. So I understand with respect to
the transfer of real-time dispatch operations, IESO Nova
Scotia retained IBM to assist with this work?

A. (Johnston) That's correct.

Q. Okay. And I understand they were
selected, I believe, for their stronger technical
capabilities and experience in North America.

And you can let me know if this is
something that would require a confidential session, but
can you confirm whether they were the least-cost option?

A. (Johnston) So we had a scoring
mechanism. We put all of the bits through and they were
the high score -- the highest-scored proponent.

Q. I guess my question is, were they
the least-cost option? And again, if that's confidential,
then that's fine.

A. (Johnston) So from memory, they

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

IESO NOVA SCOTIA PANEL 91
Cr-ex, (Murphy)
were close to, but not the least-cost option, but the
highest-scoring option, overall. So the combination of
the team that they were bringing, their prior experience,
and the importance of this work, as we scored sort of
through all the different factors, they were the best team
for the job.

Q. At IR-1(d), for the Consumer
Advocate, we had asked IESO to describe why Q2 in 2027 was
only an “Aspirational timeline for Phase II

7

implementation,” and asked for specifics on barriers
facing IESO to implement sooner or at least on time.

And you'll see the response there at
(d) if you scroll down. It refers us to the Energy Board
IR-6.

And so if we can turn to Exhibit N-6,

and it's page 25 of the PDF.

MR. MURPHY: And if you can just

scroll up, Mr. Norwood, to the top of the page?

BY MR. MURPHY:
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Q. And you're welcome to read to
that. I can paraphrase as well. IESO effectively says
that the timeline is aspirational because work “...to
understand the feasibility and reasonableness of this
date” remain to be undertaken.

The answer further stated that the
work is ongoing and planned to be completed by the end of
the first half of 2026/2027. IESO further stated that,
“...as the plan is firmed up, details will be shared with
stakeholders including the NSEB on planned timings...”

So we are now halfway through the
year. And so can you provide a status update on where
things currently stand?

A. (Johnston) I'm happy to.

It very much, I think, would align
with my comments to the prior answer or one of the earlier
answers, which is we engaged IBM. We’ve done a
significant amount of work with them, and also with Nova

Scotia Power, to understand the options. We'd looked at a
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range of different options in terms of how this can be
done, as you can imagine.

Our Phase I transition was relatively
simple and straightforward, in terms of -- to run a
planning organization, there's a bunch of IT that you
need, there's a bunch of data you need, but it's pretty
easy to put that in, on a standalone basis, and it's on a
planning timeframe.

Heaven forbid if something had gone
wrong on December 1 when we brought the planners across;
the world wasn't going to end. And so we were able to
sort of really move at a pace for that.

As we think about real-time
operations, it's quite complex, of course, because it is
real time and it's tying to the real-time operation and
ultimately keeping the lights on in the province.

The facility that Nova Scotia Power
uses today, Ragged Lake, for undertaking that activity is

not just for the things that come across to the IESO, but
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was part of the transition. So they also have a
distribution control centre within that facility that
wouldn't be part of ours. There's a lot of
telecommunications that goes to all of their operational
facilities in that building; there’s a critical part of
their operations.

And so working through what might be
the right technical and independents and cost was a
significant sort of undertaking, a huge range of different
options that we looked at from things that could be done
potentially very quickly and things that might take five
years or more to get implemented.

And so this -- I always try to get to
the bottom of where did this original sort of April 27
date that was used in the initial application come from.
And as best as I can understand, when the More Access to
Energy Act was originally implemented, there was the
concept of a transfer order and there was a two-year

deadline from when that legislation was put in for that to
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happen. Our Board wasn't put in straight away, and so I
think they sort of added two years to them coming along in
April of 2025, February '25, so it pretty much added two
years to that and just let's assume that.

And so, you know, the change from our
2025/'26, of April '27 to the aspiration of ‘26-'27 was
just to try and be clear; like, this is an important piece
of work. We actually need to understand what the right
pathway is for that. We want to do this as quickly as
possible for all the benefits that come from the
Independent Energy System Operator.

As so, you know, as I -- that's been a
long way of me saying we've pretty much got through that
work. I'm taking some -- I'm taking that now to my Board
in about a month's time and assuming that there is
concurrence with them. We would then plan to, within a
couple of months of that, share that more broadly with
folks so we can then package that up.

Q. And did I hear you say that

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

96 IESO NOVA SCOTIA PANEL

Cr-ex, (Murphy)
you're thinking that the timeline might be more like five
years to complete that implementation?

A. (Johnston) No, I’'m saying that
there was a range of options from something that could be
very short to something that could be very long.

Q. Oh, I see.

A. (Johnston) And we're trying to
work our way through, you know, what makes sense from a
technology perspective, what makes sense from an
independent's perspective, what makes sense for the long
term, not just something that you could do in the short
term.

So we've been sort of looking at this

from quite a few different lenses, and through that

there's been a broad range of things. So there's a broad
span. I'm not at all saying it's a five-year project.
Q. Okay. And in the response to the

IR from the Board, you’d indicated it was premature at

that time to provide a firm date.
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Is that still the case right now,

giving up -- you know, complete where you're going and
talk to your own Board and then...?
A. (Johnston) I think just

recognizing the range of options, I would prefer to sort
of come out with a clear plan, versus -- I could be
materially off. I'm not sure it's helpful for me to give
a different date now. So I think I would -- I would stay
with the aspirational April 2027, and then we'll update
when we've got a position.
[11:00:00] Q. Okay. And there is a reference
too in the answer. It says:

As well, as the plan is firmed up, details

will be shared with stakeholders including

the NSEB on planned timings, including any

drivers for necessary changes.

So at this stage, details haven't been

shared with stakeholders or the Board, but that's
something that you expect may happen by the fall?

A. (Johnston) That’s correct. So

in our stakeholder update meetings we have been trying to
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sort of share progress as we've sort of being moving
through the work. So there has been significant work
undertaken, but in terms of the recommended approach,
that's not yet been shared.

Q. In terms of the timing, is it
really -—- I mean, I guess what’s being done right now is
it’s a study; is that fair to say? And so you’re working
with IBM and -- are there other consultants involved that
are kind of participating in the study?

A. (Johnston) So they have had
Quanta as a subcontractor, them bringing in expertise
around -- particularly around control centres to sort of
feed into that work.

Q. Is that an additional cost or is
that covered by the ---

A. (Johnston) That’s within the
existing contract.

MR. MURPHY: Mr. Norwood, can you go

to page 89 of Exhibit N-3? Yeah, that’s great.
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BY MR. MURPHY:

Q. This may be wrapped up in the
answer you just provided, but here we’d asked for whether
IESO had completed any work towards assessing its
technology requirements, regular compliance readiness, and
space requirements, and you provide the answer there in
(b) saying that this work is currently underway. “The
tentative timeline for the completion of that work is
early to middle of April.” Was that work completed or is
that, like I said, wrapped up and the work itself is still
ongoing?

A. (Johnston) So the answer is the
work is essentially wrapped up. It’s now a case of us
pulling that together into a recommendation for our Board.
But it is all tied in with this would have been sort of
part of the work that IBM was helping to take (inaudible
due to audio quality).

Q. In IR -- if you scroll up to the

page just directly above, we had asked to:
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...describe the provisions of the Act which
remain to be proclaimed, and also provide
details on any discussions IESO Nova Scotia
has had with government concerning
proclamation of these provisions.

And the -- I'1l1 ignore the part about
the provisions itself; you answer that in the IG IRs. But
the second sentence in the response -- if you scroll down
to (a), yeah, thank you:

IESO Nova Scotia has not had any formal
discussions with government concerning the
proclamation of these provisions.

What does that mean, “Formal
discussions”?

A. (Johnston) We’ve not had any
discussions with government requesting the proclamation of
these provisions.

Q. I guess that was because the
question was, “Have you had any discussions” and the
answer was, “We haven’t had any formal discussions.” So

have there been any discussions at all about proclamation

of these provisions?
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MR. FUREY: Mr. Chair, I'm going to

object to that question. The decision of government as to
when and if to proclaim un-proclaimed portions of a
legislation is a policy decision. Any discussions with
government with any input -- parties required to give
input to that decision would be covered by public interest
immunity, which is not waivable by this organization. A
public interest immunity is a public policy privilege
which cannot be waived by anybody.

THE CHAIR: Mr. Murphy?

MR. MURPHY: I’'m not as familiar with

the rules on public interest immunity, but I think that my
question really Jjust boils down to is if government’s
provided IESO with any indication as to when it intends to
proclaim these sections, and which I think is relevant
because they’re saying that certain aspects of
implementation can’t proceed until that happens. So we’re
just trying to get a sense of their expected timelines

here.
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THE CHAIR: And I may have read

between the lines too much, but I thought the answer was
they had no idea when it was going to be proclaimed at
this point.

(SHORT PAUSE)

BY MR. MURPHY:

Q. We had some questions in our IRs
about IESO’s coordination with Nova Scotia Power on the
transition. And if I can paraphrase, and you can correct
me if I'm wrong, but other than sharing employee
compensation information to facilitate the transfer of
employees, is it fair to say that Nova Scotia Power has
not shared detailed financial information as part of the
transition process?

A. (Johnston) So I think it’s fair
to say that clearly a transition like this can’t happen
without good collaboration between Nova Scotia Power and
the IESO, and we’ve had a Joint Transition Committee set

up since the beginning and regular conversations all the
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way through, but clearly there is information that Nova
Scotia Power would deem as confidential. So the answer to
your question would be correct, like we got -- we didn’t
get detailed financial information from them, we got
employee costs.

Q. Okay. And what about operational
data relating to the NSPSO; NSP hasn’t provided that
information either?

A. (Johnston) So all of the --
should be really careful I think between financial and --
the operational data that we need to be able to do our
jobs has all been provided for us.

Q. Okay. Has there been any
information that you’ve requested from Nova Scotia Power
that Nova Scotia Power has refused to provide?

A. (Johnston) I think -- there’s
been a lot of work between us and Nova Scotia Power, and I
think they have provided all the information that we’ve

needed to move forward in the work that we’re doing. Has
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there been things that we might have asked for that we’ve
not received, absolutely. But in terms of getting the
information we’ve needed to be able to do our jobs they’ve
provided everything we’ve needed.

Q. Okay. And like what? What have
you asked for that they haven’t provided?

A. (Johnston) There would have been
-—- we would have asked for whether there was the ability
to bring across computers, office furniture, and the
feedback that we would have received was that that was --
there was ongoing need for that from Nova Scotia Power,
which seemed reasonable to us.

Q. I guess I mean in terms of data
or information that you could have benefited from to help
with the transition.

A. (Johnston) So, I mean, I think I
-—- from our perspective, we’ve been able to get all the
information that we’ve needed to be able to take on our

legislative mandate.
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Q. I guess from -- my concern is
there’s what you need and then there’s what would have
been good to have that could have been helpful rather
than, you know, need is sort of what you can make do with.
Is there anything that you asked for that would have been
helpful, but Nova Scotia Power did not provide?

A. (Johnston) I mean, I think
sitting here this morning there’s nothing that I can think
of that they’ve not provided that we needed.

Q. With respect to the Joint
Transmission Committee, who sits on that committee?

A. (Johnston) So that would be sat
on by -- at least from our side David Luther, our General
Counsel, Chris Milligan, and Project Manager Danielle
Comeau.

[11:10:03] Q. Okay. And who on the Nova Scotia
Power side?
A. (Johnston) Chris, do you want to

answer that, seeing as you sit on the committee?
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A. (Milligan) And so certainly I’'d
say there’s good participation from Nova Scotia Power, and
it can sometimes vary from time to time based on the needs
of the conversation, but core membership would include Lia
MacDonald, Jenn Power, and then others as needed. Matt

Drover 1s the third core member.

Q. Okay. How often does the
committee meet?

A. (Milligan) Bi-weekly.

Q. And that’s a standing
appointment?

A. (Milligan) Correct.

Q. I understand there’s probably

lots of things that get discussed at different meetings
based on needs as they arise at the time. Has the
Committee ever discussed issues such as cost minimization
or avoidance of cost duplication as between IESO and Nova
Scotia Power?

A. (Milligan) Yes. That’s a core
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focus of many of the discussions is ensuring that the
transition is effectuated at the lowest cost that can be
achieved for customers.

Q. Has IESO raised any concerns with
Nova Scotia Power about any cost duplication or cost
minimization issues?

A. (Milligan) Mr. Murphy, as I
mentioned, that’s a reqgular feature of the conversations,
and my view of my conversations always in those meetings
is that they’re collaborative and both parties are working
towards that goal. I'm not -- there’s no specific
instance coming to mind for me where there would have been
a disagreement on that point.

Q. And so fair to say any concerns
that are raised are being adequately addressed from IESO
Nova Scotia’s perspective?

A. (Milligan) Yes.

Q. In responses to IRs, IESO

indicates that not all categories of costs can be
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coordinated with Nova Scotia Power to preserve the
independence of the independent energy system operator.
And so employee information has been shared and
coordinated for obvious reasons. I understand there’s
sharing of certain licences, software licences.

What other categories of costs is IESO
Nova Scotia and NSP comfortable sharing?

A. (Milligan) Mr. Murphy, did you
have a specific reference there when you started that

question? Sorry, you said it was 1in a response to an IR.

Q. Yeah.

A. (Milligan) I just want to make
sure I'm —---

Q. Sure. It’s IR 6(d), but I think
we’re on -- it’s page 94, maybe 95. Scroll down. So

there’s a reference there:

...has made efforts to set-up the
organization in the most cost-effective way
possible, within the context and inherent
constraints of a fully independent energy
system operator. Realizing commensurate
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benefits in furtherance of the Province’s
policy goals codified in the More Access to
Energy Act requires complete independence,
and as such not all categories of
expenditures can be coordinated with NS
Power for cost minimization.

A. (Milligan) Thanks for the
reference. An then -- so just if you could repeat your
question then related to that reference, please?

Q. Yeah. I guess I was wondering
what categories of costs is IESO -- are IESO and Nova
Scotia Power comfortable sharing on a current or go-
forward basis?

A, (Milligan) So, Mr. Murphy, just
to make sure I'm being as responsive as I can, so I think
there might be two avenues that were both addressed in
this IR, so maybe in some of the previous answers we’ve
already discussed the sharing of cost information like
employee costs, and that was a accomplished as part of the
transition. It wouldn’t be the intention that that would

happen on an ongoing basis, if that was your question,

that we keep independent organizations?
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Q. Yeah.

A. (Milligan) And then secondly, I
think you had asked whether the categories of costs where
perhaps the two organizations could continue to share
costs. And so I don’t think I would want to give you an
exhaustive list today because I think, again, as part of
that coordinated work on an ongoing basis, the
organizations will work to the benefit of customers to
find those minimized costs. Software licences was one
example that you had raised where that was appropriate and
could be achieved, and office equipment was another one
that was discussed where it wasn’t able to be achieved for
what we viewed as appropriate reasons, and I think similar
to that, we would expect those type of conversations to
continue.

Q. Last question on the transition,
and it’s about the Synchronous Condenser Project, which
had been headed up by Nova Scotia Power, and you may be

familiar with in the ACE Application, that issue was
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raised and the possibility of having that project
essentially transferred to IESO sort of midstream from
Nova Scotia Power, and that the Nova Scotia Power Panel

was asked about it. They said it’s very early days and
they’re still not sure exactly what’s going to happen with
respect to that transfer and how it’s going to work. And
I'm just wondering if IESO Nova Scotia has, at this stage,
more information or detail they can provide on that work?

MR. FUREY: Mr. Chair, again, this has

no relevance whatsoever to the "26-'27 revenue
requirement. It’s curiosity, but it does not assist the
Board in doing what it needs to do in this Application,
which is prove or send back for recommendation the revenue
requirement.

THE CHAIR: Mr. Murphy?

MR. MURPHY: My understanding from the

information in the ACE Plan is that there were costs
associated with preparing the RFP on behalf of Nova Scotia

Power and that if this work is then transferred to IESO
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Nova Scotia, that they’ll have to incur similar costs

because the RFPs themselves were non-transferrable, non-

assignable agreements. And so to the extent it would

indicate that IESO Nova Scotia may have to incur costs in

relation to this project potentially in the year that

we’re talking about for this revenue requirement, I think

I would be relevant to understand what their plans are.

THE CHAIR: So you’re interested in

whether there have been costs included in the Revenue
Requirement Application or that they now expect that they
will incur costs that haven’t been included in the current
fiscal year?

MR. MURPHY: That’s right.

THE CHAIR: Mr. Furey?

MR. FUREY: I think the operative part

of that is that they’re costs that may be incurred in the
future. They’re not in the forecasted budget today. It
may be a relevant issue for the Board in terms of the

prudency assessment that it conducts associated with the
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deferral and variance account, but in terms of approving a
forecast today, it has nothing -- there’s nothing related
to today’s forecast.

THE CHAIR: Well, at least in terms of

whether (a) the costs are included in the revenue
requirement and whether now they are expected to incur
costs, I think I'm certainly interested in hearing the
response to those questions on this point.

MR. MILLIGAN: Thanks for that

clarification, Mr. Chair.

So certainly, as Mr. Furey noted, not
included in the current revenue requirement, and at this
time, certainly no certainty or expectation that there be
new costs to include at this time.

BY MR. MURPHY:

[11:20:05] Q. Have there been discussions with
Nova Scotia Power about transferring that work over to
IESO Nova Scotia-?

A. (Johnston) Not at this time.
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We’re waiting, like Nova Scotia Power, I think, for any
change in direction.

Q. CA IR-3. We had asked the IESO
to explain what is meant by “Materially tracking” because
the reference there was that:

IESO Nova Scotia notes that actual
expenditures for fiscal year 2025/2026 are
materially tracking against its proposed
2025/2026 Revenue Requirement...

And we were referred to Board IR-7,
which is Exhibit N-6. And this would be -- I’'11 give you
a page number. Oh, sorry; N-7. IR-7, which is page 28.
Yeah, sorry, you’ve got it there.

And here the Board had requested a
breakdown of 2025/2026 actual expenses to date compared to
proposed revenue, and to provide reasons for wvariances
greater than plus or minus 10 percent. And I’'m just --
you know, have a look at the answer that you’ve given in

IR-7, and maybe you can show me where IESO describes what

it means by “Materially tracking”?
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A. (Johnston) Apologies if we
weren’t super clear in that response to IR-3, but I think
the inference here was by providing the commentary around
the variances more than 10 percent, that’s what we were
inferring.

Q. I guess “Materially tracking”
would sort of suggest that it’s -- you know, again, I
didn’t know what the term meant, but that you’re aligned
with what your budget was. Your actual expenses were
tracking against your budget in a way that, you know,
you’re on pace. But what your answer shows is that the
budget, the actual costs were significantly off, in my
view. So if you look at...

MR. MURPHY: If we scroll down to the

first bulleted point after this table, Mr. Norwood?

BY MR. MURPHY:

Q. And so we can kind of walk down
the page together. So the employee administration costs

were 18 percent less than budgeted.
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And then if you scroll down again to
the next bullet? Corporate administrative costs were 17
percent higher than budget. Scroll down to governance
costs, were 12 percent higher than budget.

MR. MURPHY: And keep going.

BY MR. MURPHY:

Q. Legal and regulatory costs were
17 percent higher than budget; procurement costs were 23
percent lower than budget; facilities and technology costs
were 115 percent higher than budget; finance costs were 86
percent lower than budget; transition and operational
planning costs were 38 percent higher, and operation costs
were 61 percent lower.

That seems like you’re way off and not
tracking against budget, at least my understanding of what
would be meant by “Materially tracking”. So maybe you can
comment on that?

A. (Johnston) So I think there’s

just probably two comments to make on that. I think one
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would be the magnitude of the dollars we’re talking about
here. So your 86 percent reference sounds like way off.
We’re talking about $60,000. And so I think there’s a
materiality item that I would sort of feed back in. But
also recognizing this was a Revenue Application that was
put in prior to the IESO having any employees. The focus
really for us was sort of managing within the overall
revenue requirement. And I think as you look at the
number at the bottom, which is sort of the total spend,
actually it is tracking pretty closely. And as I updated
you a little while ago, actually when you look at where we
ended up the year, we came in just under budget on a total
basis, which, you know, for a first year, with all that we
had to get done, I think is a phenomenal achievement by
the organization.

Q. Okay. I understand. So
materially tracking overall, if not on an individual
category basis?

A. (Johnston) Which I think is
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reasonable under the circumstances.

Q. I guess what would you say to the
concern that, you know, the Board approves X-dollars to be
spent in a certain category, based on a forecast or an
estimate that IESO Nova Scotia provides; the forecast is
way off, but lucky for IESO, you were also off in another
category, so you can use the money from one category to
fund, you know, your shortfall in another category? What
do you say to someone who might say that’s a problem?

That you need to have accurate forecasts and you need to
be on target and you can’t use the overall budget; you
know, shortfalls in one area to be funded by underspends

in another?

A. (Johnston) Mr. Murphy, I
appreciate the question. I understand the concern being
raised. I think for us as a brand-new organization, we’ve

really tried to be focused on making the necessary
progress that we can in the timeframe that we had, whilst

managing the overall cost of the operation. And as I gave
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the example earlier, there’s areas where we’ve been under
-- able to be underspent, for example in our employee
cost, because we didn’t have employees, but we were then
over in sort of contractor/consulting costs to cover that
gap. But the important thing, I think, for the
stakeholders is that we’re managing the whole and we’re
not sort of off randomly spending costs on things that we
haven’t brought in front of the Board.

Q. Okay. I guess, you know, if the
Board says you can have, you know, .16 million for
employee administration costs, you know, understanding
that you’re going to be hiring employees, but then instead
you hire consultants, it sort of -- you know, you get
approval for one thing and then you use the money for
another thing. And is it -- you know, the concern, I
think, could be that hiring consultants is not the most
reasonable thing to do, in terms of cost savings, cost
minimization, and that the focus should be on ensuring

that you’re following the plan that gets presented to the
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Board that the Board approves.

A. (Johnston) I appreciate that
perspective. I think what we’ve tried to do in our
Revenue Applications is talk about the priorities and the
outcomes that we’re trying to deliver. We’ve built up a
budget to get to those outcomes that we think is
reasonable and prudent, but for sure reality and what’s
been put in those budgets sometimes ends up being
different and we’ve used management judgment and
experience to prudently and cost-effectively continue to
deliver on the outcomes without the employees that we’ve
necessarily had. And so I think as long as we’re keeping
our eye on the overall bigger picture of what are the key
outcomes being delivered on the legislative mandate and
the overall cost being spent for an organization at our
point of maturity, I actually think we’ve done a pretty
reasonable job on that.

THE CHAIR: Are you suggesting, Mr.

Johnston, that the Board should not expect you to be
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accurate in your forecasts?

[11:29:59] MR. JOHNSTON: You absolutely should

expect us to be accurate in our forecasts. And I think
what we’re trying -- what I tried to acknowledge in my
opening statement is when we put them together, we did the
best that we could at the time that we did that and as we
get more operational experience, our expectations will get
even better at doing our forecasting going forwards. But
absolutely the Board should expect that.

THE CHAIR: And do you have anything

specifically underway in terms of focused on ensuring that
forecasts are accurate?

MR. JOHNSTON: So the best thing is

going to be operational experience. And so in some ways,
there is just a function of time here that is going to
help. But we will be, you know, as the Board has asked,
endeavouring where there is incremental costs for
particularly third-party spend, where we can try and get

quotes, or at least getting more evidence for the basis of
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those quotes to provide more diligence going forwards. We
recognize that certainly some of the numbers in here, we
just didn’t have the time, resources, or capacity to get
more information in to give a more robust forecast. And
we tried to highlight through the Application where we
didn’t have that information, and it was our best guess at
the time.

THE CHAIR: Thank you, Mr. Johnston.

Sorry, Mr. Murphy.

MR. MURPHY: That’s okay. Thank you.

BY MR. MURPHY:

Q. That was the last Application.
The current Application, how -- what assurances can you
provide to -- as to the accuracy of the forecasts that are

in the current Application?

A. (Johnston) So I’'m not —-- in some
ways, I will take you back to the story that I shared
earlier, that this Application was put together within,

you know, the first few weeks of me being on the job as
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the sole employee, and it was very much based off of the
last Application and building that out for a full year,
and where we’ve been able to provide incremental
information, we absolutely have. We know we’ve got much
more to do. And we acknowledge -- so I think even in this
Application, we’ve been clear that there is forecasts in
here that don’t have, you know, detailed bottoms-up builds
or quotes to justify them, so...

Q. Appreciate that. And in the
Application on page 2, I think, you know, you’ve sort of
acknowledged that and said there may be elements of this
Application that may change. I think you’re talking about
completion of the Board’s review of the 2025/2026
Application. But since the Application was filed and
where we are now, are you able to identify any aspects of
the Application that have changed, where you think either
the numbers will be different or the plan has changed?
Anything along those lines?

A. (Johnston) You can imagine in a
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brand-new organization that’s moving at the pace that we
are, as I say, when these numbers were pulled together,
there was -- we didn’t have a large team, and that team
has grown now and we have got a better view of what we
think this year will look like. And I would say there are
a number of moving parts; some up, some down. But as we
look at the reasonableness as a whole of the requirement
that we’ve put in place, we think that it’s an appropriate
number that we can live within.

Q. I guess what I would ask, and I
appreciate you may not be able to answer in detail at this
moment, but if you’re aware of any particular aspects of
the Application that have changed or that would change now
based on current information, are you able to provide an
undertaking to update on those aspects?

A. (Johnston) My personal view would
be that this sort of -- I don’t know if you’re jumping in
there, John? Sorry.

MR. FUREY: Mr. Chair, I may suffer
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from living in a different jurisdiction that does things a
little differently, but my understanding of the regulatory
compact is that the Board approves the revenue requirement
based on a snapshot in time, based on a forecast that is
developed many months in advance of this hearing, as the
Board appreciates, and it is the reasonableness of that
forecast at the time that it was made that is the basis on
which the Board ought to make its decision, in my
submission. And so once we go down the path of requesting
updates at the hearing, now we’re into a world where we’re
not doing that any longer, we’re now providing real-time
updates of what it might be if it were reforecast today,
which has a couple of problems. It means the regulated
entity has to go away and come up with a new forecast,
which involves work, and it is -- procedurally, from a
Board perspective, if the regulated entity were to do that
in an unsolicited way, the howls that would emerge about
new evidence, I can hear them already.

So that’s not -- and again, I
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acknowledge perhaps this Board has a different practice,

but it is not my understanding of how the Board ought to

go about approving the revenue requirement.

Certainly, there are relevant
questions about the reasonableness of the forecast at the
time it was made. Absolutely. But to say, “No, the Board
should now base its decision on a new forecast,” strikes
me as being quite at odds with the procedure that the
Board follows.

Again, I'm in your hands on these
issues, but it’s -- this is not what I would regard as
being in line with the regulatory compact.

THE CHAIR: Mr. Murphy?

MR. MURPHY: I guess my response would

be that an application gets filed and if information
changes in the course of that application such that the
utility, you know, feels like its forecast was not
accurate and can be updated, I think it does often happen

that a party will potentially do that in rebuttal or raise
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new evidence to acknowledge an issue and try to correct

it. And I think in this particular case, what we have is
IESO Nova Scotia effectively acknowledging that this
Application is based upon the prior Application, which

was, you know, with credit to Mr. Johnston, completed by a
team of one, and that if there -- you know, it may not be
as accurate, potentially.

And so I'm not asking for a brand-new
forecast. I'm just inquiring into if there are any
elements of the Application that IESO Nova Scotia now
views differently and would want to change based on
current and best information, if they can identify that
for us.

THE CHAIR: I think you’re right.

We’ve seen updates like that in this jurisdiction. It
might be a little bit different than New Brunswick. But I
do think Mr. Furey raises a fair point. And your gquestion
was quite broad, in terms of have there been any changes?

These are forecasts, and the one thing we know about
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forecasts is they’re not going to be 100 percent accurate.
So it wouldn’t surprise me if there have been changes.
There’s no -- there was no element of materiality, in
terms of its fundamentally driving the revenue requirement
at all in your line of question, so in terms of how you
phrased that, I think Mr. Furey is correct.

MR. MURPHY: If I were to rephrase as

(4

“Any material changes,” would that be more acceptable?

THE CHAIR: Material to the view of

the witness, I guess you’re saying?

MR. MURPHY: Yeah.

THE CHAIR: Mr. Furey?

MR. FUREY: It raises a related but

slightly different issue, Mr. Chair, in the sense that one
of the things that the Board has to be aware of is to
avoid what I would call single-issue ratemaking. And that
often arises in a proceeding like this. 1Intervenors, of
course, are focused on trying to demonstrate the elements

of the revenue requirement that are not prudently
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forecast, and so they focus on one item that they believe
they can demonstrate that, and then everything else goes
to the wayside. And that results in a misleading picture
for the Board. And that is why, I think, focus is on the
reasonableness of the forecast at the time that it was
made and not on, “Give me an update on this specific item
that I think might be lower today than when you
forecasted, ignoring” -- and so it is an all -- I would
suggest it is an all or nothing update, but that’s the
problem. Then you are now into a situation where you are
effectively telling the regulated entity, “Provide a new
forecast as of today.” And I just don’t think that’s what
the Board process is about. Subject to the jurisdictional
difference that you’ve ---

THE CHAIR: Sure. Well, I guess a

couple of things. I mean, I think Mr. Murphy had
indicated he’s not looking for a forecast at this
particular time. If he asks for one, I think we can get

into that debate. And I don’t think he’s looking at a
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specific cost item right now. He’s -- I think the

question is really has -- is the organization aware of

anything that materially changes the revenue requirement.

[11:40:02] MR. FUREY: As a total, or broken down

by line item? And that’s, I guess, the part that I'm a
little unclear on.

THE CHAIR: A little bit sympathetic

to your issue on the line-item-by-item basis, and I don’t
think Mr. Murphy is going there.

MR. MURPHY: More in cost category.

THE CHAIR: By cost category. There’s

not a lot of cost categories there, so it seems to be
you’re going by line item.

MR. MURPHY: Well, I guess, you know,

employee costs, kind of the table, you know, in a broad
sense, but not specific on specific issues.

THE CHAIR: Okay. Well, I’11 give you

a little bit of latitude, but I'm sensitive to Mr. Furey’s

concern about recasting the forecasting based on
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individual items at this stage. So proceed with that in
mind.

MR. MURPHY: Okay.

BY MR. MURPHY:

Q. Well, and I guess that was the
thrust of my question was really are there any -- can you
identify any material changes that, you know, the Board
should be made aware of?

A. (Johnston) So I think at this
time, there is nothing that I would point to or bring
forward to see a material change.

Q. And just to be clear, because we
talked a bit about what “Materially tracking” means, and
by “Material” I would mean anything that would be greater
or less than 10 percent.

A. (Johnston) And I think you’ve
already heard on the evidence today that I don’t have any
update on year-to-date spend, but as I look at the overall

revenue requirement forecast that we put in for the
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organization, I don’t see any need to make any material
changes to that.

Q. So I'm almost wrapping up here.
The permanent fee recovery mechanism in the prior Revenue
Requirement Application, IESO indicated it was not able to
propose a rate recovery mechanism and proposed to defer
the approval of that mechanism for the present period.
That proposal was made on August 5th, 2025 when the
Application was filed and was further confirmed by IESO in
response to information requests from the Board on October
7th, 2025. In that response -- I’'m not going to bring it
up, but for reference, it’s Exhibit N-7 in that matter,
IR-3(a), IESO also confirmed that this present Application
was due to be filed no later than 90 days before the start
of the fiscal year. And this Application was filed on
January 20th, at which time IESO advised that it would not
be proposing a permanent fee recovery mechanism, and
instead put that off until later this year.

So I'd like to know, at what point
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between August 7t!, when IESO gave the answer to the IR,
and January 20t", when IESO filed this present Application,
did IESO realize it would not be proposing a permanent fee
recovery mechanism?

A. (Johnston) So I don’t know if
I’'ve got an exact date that I can tell you, but let me
sort of take you through a little bit of the journey of
where we got from A to B. And so when we put the IR in on
October 7th, the expectation was, as stated, that it would
be part of our next Revenue Application. As we sort of
moved on from that date, there were a few things that sort
of played out. So the first was in early stakeholder
conversations in advance of filing our next -- this
Revenue Application, it became clear that there was
divergent views in terms of how the permanent fee should
be recovered versus just being able to put one in as we
had intended, but that there was going to need to be work
done to look at other jurisdictions and to bring forwards

a recommendation with some professional external advice
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versus Jjust an IESO proposal. And so that’s where we had

sort of kicked off the permanent fee work that we have

done with FTI.

And just as recently as yesterday, we
were able to provide an update, in terms of a
recommendation to all the stakeholders on what that might
look like, and we’re hopeful that in short order, we’ll be
able to get alignment on that and bring that in front of
the Board.

But in sort of so doing, as we were
sort of marching towards filing for our Revenue
Application, I guess there could have been an argument to
say, “Well, just hold off filing your Revenue Application
until you’ve got it,” but I think it became also equally
clear as we got towards the end of last year that we had
an urgent funding and cash requirement need, and that even
if we had filed on the 31st of December with a permanent
fee, the timeline of this process that we are going

through, our organization would have run out of cash
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before we got to a determination and an ability to
implement that permanent fee, which left us in the very
difficult position of having to request interim funding on
an urgent basis, which we’re very grateful for how the
Board handled that, but we also recognize it put them in a
very difficult position.

And so really, that’s -- sort of the
order of events really got us to have a stakeholder-
aligned approach on how to move forwards with the
permanent fee. We had to pull it out of the filing. That
became a relatively last-minute decision, Jjust recognizing
the pace of everything that was moving, and we couldn’t
hold off on the overall filing any longer because we had
the immediate cash needs of the organization, which
required us to file for the interim fee. And so rightly
or wrongly, our sort of decision-making was we need to
file for the interim fee, we think it is helpful to be
transparent around what we think our costs for "26-'27

are, so we should file those too. And then let’s just
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follow up on the permanent fee in due course. In terms of
exactly when that decision, I haven’t got a date, but it
was sort of in that period, there was an awful lot of
conversations going on, as you can imagine.

Q. And I guess, and you might not be
able to answer this based on the timeline, but IESO filed
a rebuttal in the prior revenue requirement matter on
December 22" and didn’t raise any update on that aspect of
what it had advised the Board it intended to do. 1Is that
-- you know, was that still an ongoing consideration at
the time you filed that rebuttal?

A. (Johnston) Yes. And there was a
lot of moving parts.

Q. IESO has indicated it expects --
sorry, 1in response to an IR from the Board, IR-10, IESO
indicated it expected to file an application for approval
of a permanent fee and cost recovery mechanism in Q2 of
this year. We’re now mid-June; there is still no

application. You mentioned that an update was provided to
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stakeholders yesterday. I think -- are you referring to a
slide deck was shared with stakeholders?

A. (Johnston) Yes, I am.

Q. Okay. And -- but the actual
presentation that IESO is going to provide is happening
tomorrow; correct?

A. (Johnston) That is correct.

Q. And so what can you tell the
Board now about where you are in the process and what the
timeline is for filing an application?

A. (Johnston) Yes, so as you’ve
pointed out, significant progress is being made, in terms
of looking at different jurisdictions coming forwards with
a recommendation that’s being sent out to stakeholders
yesterday. There’s a meeting tomorrow on that. Absent of
a stakeholder process, we would be in a position to be
able to file a Permanent Fee Application by the end of
this month, in line with the Q2 timeline. However, we

would like to defer to the stakeholder process and the
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feedback that we get from that and the work that we may
need to do is follow on from that. That could mean that
there is a short delay as we work through that process, to
try and get to a place that we can come to the Board with
an aligned recommended position versus that we think will
make the Board’s life easier in the long run. So that’s
sort of where we are, is we would be ready to file. It
may take us a little bit longer, but it really depends on
the conversations over the next few days.
[11:50:05] Q. In other words, you do have a
position you think is viable and that you’re -- but you
just want to get feedback before you proceed?

A. (Johnston) Absolutely. It’s —-
this is -- it would be valuable, I think, for us to do the
work before filing, but if there are particular issues,
let’s get them on the table and address them early, versus
having to do them in front of the Board. So I think it’s
us just trying to be pragmatic and deferential to the

stakeholder process to get to a good outcome for the
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province.
Q. Those are all my questions.
Thank you to the panel for your time. Appreciate it.

THE CHAIR: Thank you, Mr. Murphy.

Small Business Advocate?
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CROSS-EXAMINATION BY MS. MacADAM

MS. MacADAM: Good morning. Melissa

MacAdam on behalf of the Small Business Advocate.

As Mr. Murphy did, I will direct my
questions to the panel and whoever is the most appropriate
person to answer 1it, can provide the response.

MS. MacADAM: Mr. Norwood, if we could

go to Exhibit N-3, which is the IR responses to the CA's
questions, at PDF page 4 of 1097

BY MS. MacADAM:

Q. So in response to a request from
the CA, you provided the Nova Scotia Independent Energy
System Operator Procurement Guidelines. I noted that it
says, “Last updated July 23rd, 2025.” When were these
first created?

A. (Johnston) I think they would be
created on the last time they were updated on the 23rd of
July 2025.

Q. And do you know who created them?
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A. (Johnston) I think they would
have been created by Barrington Consulting Group for the
Board.

Q. And since they were created, has
there been any sort of review by IESO NS of them?

A. (Johnston) It is in our to-do
list.

Q. And has there been any approval
process either conducted as of now, or planned to be
conducted for the Guidelines?

A. (Johnston) That's a good
question. I don't know if they were approved before I
joined the organization, but certainly since I joined,
they have not been brought forward for further approval.

Q. Is that an intention of yours to
have them approved?

A. (Johnston) Sorry. You're talking
about the Energy Board versus the IESO Board?

Q. Sorry, yes, the Energy Board.
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A. (Johnston) No, they have not been
brought forward before the Energy Board.

Q. And is there an intention to have
them brought before the Energy Board for approval?

A. (Johnston) I'm not aware of a
requirement to do that, and so that isn't the intent.

Q. And if we scroll down to page 6
of 109, under "Purpose" it talks about “These Interim

7

Procurement Guidelines,” and then later on, at the bottom
of that paragraph it says:
These guidelines will remain in effect until
a more comprehensive procurement policy is
developed and adopted.
Do you have a timeline on when that
will occur?
A. (Johnston) It's on our to-do list
for this financial year, so before, I guess, the end of
March 2027.

Q. And if there is an update that's

developed and adopted, will they be provided to either the
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Board or stakeholders?

A. (Johnston) There's no reason why
they can't be.

Q. So would you be able to provide
or commit to providing an update to the Board and
stakeholders as to when they may be developed and adopted?

A. (Johnston) We've got quarterly
reporting, so we can be absolutely add in that.

Q. And if we continue on to page 8,
there's a chart here that talks about procurement methods.
The first line talks about “Less than $10,000,” the method
is direct with one quote and direct purchase.

Then is says, “$5,001 to $25,000,
Informal, Informal with minimum 3 written quotes.”

So I'm just wondering, there seems to
be some overlap. So what would happen if there was a
$7,500 project?

A. (Johnston) I guess as written

there, there's room for some judgment there.
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Q. Okay. And below that chart,
there's a “Flexibility Clause,” which talks about:
In exceptional circumstances, where strict
adherence to these procurement thresholds
would significantly impede operations, the
CEO, Executive Sponsor or Board Chair may
approve an alternative procurement approach.
Can you clarify who the “Executive
Sponsor” is?
A. (Johnston) I don't believe that's
a defined term in our current organization, so there is no
executive sponsor. It would just be the CEO or Chair.

Q. And do you know if this

Flexibility Clause has been utilized yet?

A, (Johnston) Yes, it has.
Q. In what circumstance?
A. (Johnston) So we have had

certain circumstances where we would have approved a
single-source agreement. For a number of reasons it would
have come through me.

Q. And what were the exceptional

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

IESO NOVA SCOTIA PANEL 145
Cr-ex, (MacAdam)
circumstances in those cases?

A. (Johnston) So an example would be
we're looking to put a First Nations' engagement framework
in place, and so did a search of organizations that could
be involved in doing that. And as we understood their
capability and capacity and their engagement here in Nova
Scotia, particularly with the Mi'kmaw communities, there
was only one organization that would have been able to
meet our requirements.

Q. And so presumably that would mean
that it was certainly over a certain amount. What
category would it have fallen into?

A, (Johnston) Well, it would have
been above the $10,000 where one quote wouldn't have been
acceptable.

Q. And is there any sort of
reporting that you'll provide with respect to the use of
the Flexibility Clause?

A. (Johnston) As a brand new
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organization that's just been getting stood up, we have
not been capturing that in some sort of reporting
framework at this point in time.

Q. Will you be doing it going
forward?

A. (Johnston) I mean, at this point
in time, there is no plan to do so. We're trying to
balance the cost and the benefits to the organization and
ultimately customers. And so there's a very small
organization with 30 people.

It starts to become potentially a
significant burden if we have to report many different
things, but of course we will listen to the Board's
direction and report on things if we need to.

Q. Is there any definition you have
for what is deemed to be “In exceptional circumstances”?

A. (Johnston) So you can see here
it's left relatively flexible to allow the situation to be

addressed at the time.
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Q. And are there any limits with
respect to the Flexibility Clause, with respect to --
obviously, we've got categories of amounts. Is there any
point where you could not, for example, a greater than
$100,000 do, you know, one quote, direct purchase? Is
there any limitations with respect to that?

A. (Johnston) So the -- at this
point in time, in the way that things are drafted,
anything over $100,000 would need full Board approval.

And so that's sort of the way that we're trying to manage
it.

[12:00:00 And it's been a handful of times when
we say that we've gone outside of this policy. We've been
working hard to try and make sure that we (inaudible due
to audio quality).

Q. So just to confirm, you say that
anything over $100,000 needs full Board approval, but
would that -- could that flexibility clause apply to that

circumstance, to avoid the need for full board approval?
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A. (Johnston) No.

Q. But there's nothing actually in
the Flexibility Clause that creates that limitation?

A. (Johnston) Not at this point in
time.

Q. So if we stay in the same exhibit
but move to page 46 of 109, and I can take you to the
beginning of this document, if you’d like. This is the
Statement of Work for IBM. If you want to -- I guess we
can scroll up to the top so you can see what we’re looking
at. If you go to page 43, it says, “Schedule 2 Standard

4

Terms and Conditions,” and you’ll see at the very bottom
of the page, it does say, “IBM Phase 2 Planning and
Roadmap Agreement IESO signed.pdf”. So you understand
that we’re within that contract? Do you see that?

A. (Johnston) Sorry, I’'m not sure
where I'm looking.

Q. Oh, sorry, I Jjust wanted to

confirm you understand that we’re within the IBM Phase 2
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Plan and Roadmap Agreement?

A. (Johnston) Yes.

Q. So if you then go to -- if we
then go to page 46, article 2 near the bottom, I’'m just
wondering what the reason was for redacting sections 2.01,
no indemnities from IESO Nova Scotia and 2.02, limitation
of liability?

A. (Johnston) I believe because
there’s commercial numbers in there.

Q. And so the reason -- if there was
commercial numbers, is there a reason you didn’t just
redact those numbers?

A. (Johnston) It’s a fair question,
but I think there’s more complexity in terms of
methodologies that are articulated in that paragraph that
left the whole thing being redacted.

Q. Okay. So if we go now to CA IR
1(c), which is PDF page 18 of 109. 1I’11 take you up to

actually page 17 Jjust so you know what we’re looking at.
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It’s Schedule 1 - Schedule of Deliverables, Rates and
Specific Provisions. We’re in the same IBM Phase 2
Planning and Roadmap Agreement document, but I just want
you to understand where we are. So we’re in Schedule 1,
and if you go to page 18 where it says, “Term of Contract”
it’s said the term of contract was effective until April
10, 2026. Was the work completed by that date?

A. (Johnston) No.

Q. Okay. So was the term extended

for the additional period of 30 days?

A. (Johnston) Yes.

Q. Did it extend past that 30-day
extension?

A. (Johnston) Yes.

Q. So when was the term of the
contract completed?

A. (Johnston) It’s still ongoing.

But important to know that it’s a fixed-price contract,

and so the costs have not changed.
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Q. Was there a reason that it wasn’t
able to be completed within the timeline?

A. (Johnston) I think I would take
you back to the conversation around the work that we have
done on Phase 2 and the complexity of it and the
importance of the thoroughness and doing that in the right
way. And so it’s really just been, I think, the
undertaking and the work was more complicated than was
initially anticipated.

Q. So then if we go to CA IR-

6(c) (1iii), which is PDF page 95, and this is -- you talked
in this response about the different kind of heads of
costs, as you see them, and the information you had about
those various heads of costs. And what I see this to be
saying is that with respect to the Operations salaries and
compensation, those were essentially a known amount
because they were transferred over from NSP, that the
Administration salaries and compensation, you state that

they’re known or fulfilled in the near term and expected
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to remain stable, so therefore they’re kind of known or
assumed to be known costs. The Facilities, which are
currently an unknown cost, and IT software, which you
indicate are well known in the industry.

So based on that, it appears to me
that the only real variable in terms of costs going
forward are with respect to the Facilities costs. Is that
fair to say?

A. (Johnston) I'm sorry, would you
mind repeating the question?

Q. Absolutely. So when I read this
response, it appears that you’re talking about four
different areas of costs. You’ve got the Operations
salaries and compensation, which you indicate are a known
amount because they were transferred from NSP. You’ve got
the Administration salaries and compensation, which are
somewhat known but are expected to be fulfilled in the
near term, and therefore -- and then remain stable. You

indicate the Facilities for the Phase II Transitional
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Costs is an unknown amount, but that the IT software costs
are well known in the industry.

And so it strikes me that of those
four heads that you refer to, the only one that is the
significant variable is the Facilities costs, that the
rest are either currently known or will be known in the
near future and remain stable?

A. (Milligan) Yeah. And so, Ms.
MacAdam, I think just the reason we’re kind of flipping
pages here is the Application in this response, it
references Application Exhibit B-1, and the Response to
(c) is really with regard to the current year’s
Application. But I think you’re maybe reading the
response as with referring to Phase II costs, and I’'m not
sure that they’re meant to cover the same thing.

Q. All I'm trying to understand is
that when you’re talking about the different heads of
costs that you’re looking at in the future ---

A. (Milligan) Broadly for the

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

154 IESO NOVA SCOTIA PANEL
Cr-ex, (MacAdam)
organization.

Q. Broadly for the organization, the
Operations salaries and compensations are ones that you’re
comfortable with because those are being transferred over
from NSP?

A. (Milligan) That’s correct.

Q. Okay. The Administration
salaries and compensation are either filled out or going
to be fulfilled in the near term and will remain stable?

A, (Milligan) So again, just maybe
to clarify, the response here is provided with regard to
the Application for this year, and agree that on those
salaries which have been categorized as administrative
costs, we have a good understanding of those as they
relate to the Phase I operation. I think you’re -- again,
you’re looking ahead maybe to the Phase II transition, and
there is still work to do to understand the exact scope of
how that transfers. And so I don’t think I would view

those two things as an answer.
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[12:10:19] Q. Okay. But you do reference Phase
IT Transitional Costs within the answer. On line 71, you
say:

For example, after Phase II Transitional

Costs, the next largest OM&A cost category

is Facilities and Technology.

A, (Johnston) So I think, again, we
may need to be a little bit careful, because I think this
is referring back to Table 1 in Exhibit B of our
Application, and we were very clear that the Phase II
implementation project is not part of this Revenue
Application. There were OM&A costs that were put in for
Phase II that you reference here in line 2 -- sorry; line
71, but that’s not the full implementation cost of Phase
IT.

Q. So perhaps I’1ll just clarify what
I’'m seeing in this. So we’ve already confirmed that
you’ve said that the operations value and compensation
were based on Nova Scotia Power, so we have a solid

understanding of what those are?
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A. (Johnston) Correct.

Q. Okay. And that the
administration salaries and compensation will be fulfilled
in the near term and are expected to remain stable?

A. (Johnston) Correct.

Q. And that with respect to the IT
application software, they’re well known in the market?

A. (Johnston) Yeah.

Q. But that you’re -- that the costs
with respect to the facilities, that’s a big unknown
because it’s not going to be comparable to what NSP was
paying for those?

A. (Johnston) We’ve got separate
facilities’ costs, but they are also well known and

included in the Application.

Q. With respect to the Phase II ---
A. (Johnston) No, we —---
Q. -——- facilities’ cost, those are

unknown?
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A. (Johnston) No, because that’s
outside.

Q. Yeah, okay. But just to confirm,

the Phase II facilities, those are unknown?

A. (Johnston) Correct.

Q. But your current facilities are a
well-known thing?

A. (Johnston) Correct.

Q. Thank you.

A. (Johnston) And there are no Phase

IT facility costs in our Application.
Q. Correct.

MS. MacADAM: If we go to PDF 101 of

109, which is CA IR-7(e)?

BY MS. MacADAM:

Q. And so this is in response to a
question about the overall 3 percent increase in
administration salaries compared to those in the 2025/2026

Revenue Requirement Application. With respect to the 3
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percent increase, has that been applied in the 2026/2027
application for salaries?

A. (Johnston) I don’t know if I
fully understand your question, but if you’re asking if
you were to compare the salaries from ’25/726 to ’'26/'27,
our two applications, yes, there has been a 3 percent
applied.

Q. And would those be actually
awarded to all employees?

A. (Johnston) Not necessarily, no.

Q. And what would be the defining
point of why they would or would not be applied?

A. (Johnston) Predominately employee
start date.

Q. So the application of the 3
percent increase would be based on employment year, not
fiscal year?

A. (Johnston) Correct.

Q. And so --—-
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A. (Johnston) Sorry; let me -- I may
-- I might have got that one wrong. Can you ask the

question again?

Q. Sure. So would the 3 percent
increase —---

A. (Johnston) Yes.

Q. --- apply to an employee based on

the company’s or the organization’s fiscal year or their
employment year? So would they receive the increase ---

A. (Johnston) So, yeah. So if there
was an increase, it would be provided on the fiscal year
that was tied to the application, yeah.

Q. Okay. And so are your -- so the
3 percent you’ve applied for ’26/’27, has that included
basically the 3 percent increase for all employees, as
compared to ’'25/'267

A. (Johnston) Yes.

Q. And how many of your employees

starting in 2026/2027 would actually be receiving a 3
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percent increase?

A. (Johnston) So conceptually,
everyone would have got it, one way or the other. And the
way that we thought about it was employees that had
started in 2025 would have received the 3 percent as part
of -- on the 1st of April. But for employees that joined
in 2026, the assumption is that the market has already
moved on and therefore they’ve already received the 3
percent as part of their starting salary, and so we then
wouldn’t have given a 3 percent again on top of that.

Q. So someone hired in December of
2025 would get a 3 percent increase as of April 1st, 20267?

A. (Johnston) Correct.

Q. But someone January 1st would not
have been receiving it?

A. (Johnston) Correct.

MS. MacADAM: So if we then go to

Exhibit N-6, PDF page 36 of 827?

BY MS. MacADAM:
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Q. So this is in response to the
Board’s question which asked about the nature of capital-
related costs expected to be incurred and what fiscal year
they were expected to be incurred. And the response is:
The term ‘capital-related costs’ refers to
(1) activities to support the procurement of
future energy resources as contemplated in
the IRP and (2) infrastructure that may be
required to fulfill the IESO Nova Scotia’s
mandate.
And then at lines 31 to 32, there’s

A\Y

reference to, ...continued project support for the [New
Brunswick] Power 100 [megawatt] contract...”

Have you incurred capital-related
costs in relation to that matter?

A. (Milligan) No. For the year
ended ’"25/’26, the costs related to the 100-megawatt
contractor going through (inaudible due to audio quality)
they’ re not recorded as capital.

Q. And are there any costs relating

to that matter that have been included in the 2026/2027

Application?
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A. (Milligan) So there are a small
number of legal costs associated with that agreement in
the '26/'27 Application underneath the procurement cost
category.

Q. And I know there aren’t any
capital costs relating to this in -- anywhere in the
2026/2027 Application. Do you expect there to be capital
costs relating to this matter?

A. (Milligan) Not at this time.

Q. So if we go to page -- the next
page, page 37 of 82, in response to NSEB IR-10(d), you set
out:

At present, IESO Nova Scotia anticipates it
will incur three broad categories of costs:
OM&A, capital, and energy resource supply
contracts.

And then starting at line 56, it says:

Recovery of capital related costs will
depend on whether the IESO Nova Scotia
becomes a public utility under the Public
Utilities Act -- if so, at some point in the

future, Section 35 of the PUA may apply.
Absent this, capital costs may appropriately

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



g s> w bR

10

11

12

13

14

15

16

17

18

19

20

21

IESO NOVA SCOTIA PANEL 163
Cr-ex, (MacAdam)

be included for review and approval in IESO
Nova Scotia’s Revenue Requirement
Application under the MAEA.

How and when will it be determined

whether IESO becomes a public utility?

[12:19:58] MR. FUREY: Mr. Chair, I'm not sure

this panel is capable of answering that question. Perhaps
they can, but it seems to me --—-

THE CHAIR: Yes.

MR. FUREY: --- it’s not quite a legal

question, but it requires perhaps some understanding of
the legal regulatory framework to determine how that might
play out.

MS. MacADAM: If the response is they

don’t know, then that’s the response I’11 accept. I can’t
expect them to answer a legal question that they’re not
able to answer.

THE CHAIR: Right. So just so we'’re

clear, you’re looking at sort of the factual circumstances

that would lead to that, not a legal -- you’re not looking
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for a legal opinion or a response to a legal question?

MS. MacADAM: No, I'm looking to see

what they understand the process would be to make that
determination and when they expect the process -- I'm
presuming that they would be involved in the process when
the process may take place.

THE CHAIR: Okay. So Mr. Furey, I

think this is a response in an IR from the company, so I
think in terms of an explanation as to what they meant by
that statement is in fair order. But I agree with you
that these witnesses aren’t able to provide legal
opinions.

MR. FUREY: Thank you, Mr. Chair.

BY MS. MacADAM:

Q. So perhaps you can just explain
to me what you meant by that statement?

A. (Johnston) So I think that
statement was a hypothetical. You know, our -- my

understanding at this point in time is that we would not
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be defined as a public utility, and I don’t have clarity
of a path forward on how that would be changed.

Q. And you say at some point, if it
was determined to be a public utility, section 35 of the
PUA may apply. And then, absent this, capital costs may
be appropriately included for review and approval as part
of the annual revenue requirement. So that confirms that
either way, capital associated costs would come before the
Board for approval?

A. (Johnston) That would be my
understanding, vyes.

Q. And then if we go to page -- PDF
page 12 of 82, this is in response to NSEB IR-3. And it
is a project workplan and schedule, dated March 10, 2026.
And I note you spoke with my friend concerning the Revenue
Requirement and Fee Application and indicated that -- T
think there was reference to it being put forward in Q2,
but in this, I believe it was actually the original

intention -- oh, sorry; I'm looking at the wrong one.
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second one down. Originally the submission date, as of
March 10th, was Q1 2026/2027; correct?

A. (Johnston) Correct, which would
be the same as Q2 2026.

Q. Okay. So Q2 2026 is the
equivalent to Q1 2026/20272

A. (Johnston) Correct.

Q. Is there a reason you use those
two things interchangeably?

A. (Johnston) It’s purely calendar
and fiscal year. I am trying to get us consistent as an
organization of using our fiscal years and our Revenue
Application years, but I -- we have -- we have
interchanged them. It is unhelpful. We’re trying to get
consistent.

Q. Okay. That helps clarify some
things and may cut out some gquestions.

Further on in that same document, it
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talks about procurement fast-acting generation. And the
submission there is Q1 2026/2027. 1Is that still on
schedule?

A. (Milligan) Yes, we'’re currently
tracking to launch the RFP process by the end of Q1
"26/"27, as noted in the chart.

Q. And so the reference to
“Submission” is launching the RFP, not submitting it to
the Board?

A. (Milligan) And so the RFP
previously was circulated in March to proponents, the
public, stakeholders, and in particular, all regulatory
participants also were included on the RFP circulation of
that draft, and comments were requested and received on
March 30th of this year.

Q. Okay. Sorry; I just want to
confirm. So are you going to be submitting anything to
the Board with respect to this in Q17

A. (Milligan) We will not be.
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Q. In that section, it also talks
about, “Continue site development activities until handoff
to awarded proponents.” What site activities have been
carried out?

A. (Milligan) So there’s been work
undertaken to assess the sites for appropriateness for use
for this purpose. Again, if we look at the process
broadly, this was a project which essentially was moved to
the IESO as part of the Phase I transition and it is a
very important one from the perspective of achieving the
Clean Power Plan and the objectives of the Integrated
Resource Plan. And so it would have identified a need for
a procurement for 300 to 600 megawatts of fast-acting gas
generation. And further, it would have -- there would
have been previously identified sites for potential
development. So the work that you’re asking about
specifically would have been things like geotechnical
exploration; assessment of water availability; things that

are required to complete the environmental assessment
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process, such as review of things like bird studies and
other things of that nature. That would be characteristic
of the type of site development work that’s been
undertaken.

Q. And are those costs accounted for
in either the 2025/2026 budget or in this 2026/2027
budget?

A. (Milligan) They are not.

Q. And so will they come before the
Board at some point for approval?

A. (Milligan) There’s sort of a two-
stage process there, Ms. MacAdam, that might be helpful,
and it was outlined in some of the draft documents we
would have shared earlier. So those costs will actually
be repaid to IESO Nova Scotia by the awarded proponents of
the sites. And so in that manner, the costs will be
transferred in that way, and that’s why they’re not part
of this Application.

Q. Are there any interest costs that
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will be incurred by IESO between the time that they pay
for the services and when it’s reimbursed, or is that
interest included in the reimbursement?

A. (Milligan) So if there are
determined to be any financing costs for the interim
period where those costs are carried, then those would
also be assigned to the proponent of the project.

Q. And slightly further down in the
same document, it talks about the SGIP administration
process and it references submission Q1 2026/2027. Is
that still on schedule?

A. (Milligan) I think with that one
I would say it’s certainly still in progress, and while
there may be a slight delay from June 30th, T would not
expect it to be more than perhaps a couple of weeks.

MS. MacADAM: I am going to be moving

to a different IR. I don’t know if this is an appropriate
time to stop or if you wanted me to continue?

[12:29:54] THE CHAIR: Yeah, so I was going to
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jump in in a second to indicate if there was a convenient
place for you to stop between 12:30 and 1:00, to target
that. If now is a good place, we can stop now and come
back at 1:30.

MS. MacADAM: I'm at your discretion.

I have a number of questions still remaining in this
exhibit, but I can cover off a few more if you’d like.

THE CHAIR: Do you anticipate you

would finish in the next half hour before 1 o’clock?

MS. MacADAM: I would estimate no.

THE CHAIR: Okay. So why don’t we

break now and we’ll come back at 1:307?
—-—— Upon recessing at 12:30 p.m.
-—— Upon resuming at 1:30 p.m.

THE CHAIR: Welcome back, everyone.

Ms. MacAdam, whenever you’re ready.

MS. MacADAM: Thank you.

CHRIS MILLIGAN, Resumed:

JOHNNY JOHNSTON, Resumed:
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MIKE McFETERS, Resumed:

CROSS-EXAMINATION BY MS. MacADAM, (Cont’d)

Q. I want to go back to -- I believe
you said earlier in a question from my friend about the
reference to material tracking when -- when you were asked
how much was spent for 2025/2026, I thought I heard you
say that it was 5 million. Is that correct?

A. (Johnston) Versus the 5.3 that we
asked for in our revenue requirement, that’d be correct.

Q. Okay. So if we go to Exhibit 6,
N-6, which is the Board IRs, page 28 of 82. And so in
response to question (a), there’s a figure provided.

So first of all, in the description it
says:

As of December 31st, 2025 overall actual
expenditures were 5.05 million as compared
to the Board-approve revenue requirement of
5.31 million. (As read)

But when you look at the chart that

flows over onto the second page where it talks about, in
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the third -- fourth column over, 2025/2026 actual costs at
December 31st, 2025, it says 5.48 million.

So I guess I have two questions that
are all kind of combined. One, you mentioned the 5
million. I understood you to be referencing all of
2025/2026. And then in the description in (a) it talks
about 5.05 million, and then we have this number of 5.48
million.

A. (Johnston) So without trying to
overcomplicate this, the 5 million number that I gave for
"25-'26 would be the net number after you removed
government funding, so if you put that back in, it would
be $2.7 million. And so I think that’s the inference that
sort of the variety here is the -- so against the 7.98
that’s at the bottom of this table here, we would have
been at 7.67 ---

Q. Okay. And ---

A. (Johnston) --- at year end.

Q. So with reference at the top
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where it talks about overall actual expenditures of 5.05

million, how does that compare to the 5.48 million as of

December 1St -- or sorry; December 31st?
A. (Johnston) So I think it’s just
timing differences. So the numbers that we provided were

our best view at the end of December and the numbers that
I’'ve given you are the latest ones per -- you know, still
to go through the full auditing process of where we’re
expecting to be at the end of the year.

Q. And I appreciate you made the
comment about the 5 million that you talked about for all
of 2025/2026 kind of addressed the issue with the
government funding. I guess I’'m seeing in response (a)
two differing numbers when we’re talking about overall
actual costs as of December 31st, 2025. In the written
description it says 5.05, and in the table it says 5.48.

A. (McFeters) So it's a good
question. I understand what you're asking here.

I think we are going to have to
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undertake to investigate the difference between the 5.05
and then the table number of 5.48, because at the moment I
don't know exactly why those two numbers are different.

Q. Okay.

MS. MacADAM: If I could have that as

an undertaking?

THE CHAIR: That will be Undertaking

UNDERTAKING U-3 - To explain the

difference between the 5.05 and

5.48

BY MS. MacADAM:

Q. If we go on to page 29 of 82,
under the heading of “Employee (administration) costs,”
the sentence starting at 19, it says:

The reduction was offset by higher
recruitment costs than planned as
professional recruitment was utilized to
hire the management team.

When was it determined that

professional recruitment should be utilized for the
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management team?

A. (Johnston) So if you go back to
the -- when the original 2025/’26 budget was pulled
together, there was no recruitment cost put into the
budget at all. Maybe not surprising; it's a brand new
organization sort of getting stood up with no employees.

But as I sort of came in on the end of
August and had to get a management team in place by the 1st
of December, just a couple of months later, with no
employees to help me do that, the only practical way to
get a management team in place was to use external head
hunting to support to get that done, so that was my
decision.

Q. So in terms of the timing, it
would have been sometime after the budget was filed that
you made the decision to do that?

A. (Johnston) Correct.

Q. Okay. And then if we continue on

to page 30, at the top under, “Legal and Regulatory
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4

costs,” the second sentence says:

Additionally, the first year of the IESO
Nova Scotia has created additional legal
costs.

How do you define first year of the
IESO Nova Scotia-?

A, (Johnston) I think this would
have been defined as the 2025/'26 fiscal year.

0. Fiscal year, okay. And what were
the additional legal costs that were created?

A. (Johnston) So I think this was
just the ongoing costs of meeting the regulatory mandate
of engaging in the regulatory process. For sure, it has
been a significantly larger undertaking than what was
budgeted. And then sort of the ongoing, putting all of
the agreements that are needed to be in place with Nova
Scotia Power working with NERC.

There's been a whole bunch of, sort

of, work to put in to get the organization sort of stood

up, and I think it's fair to say that it was just more
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than was initially anticipated when the budget was pulled
together.
Q. So was it just more work than
anticipated, rather than different work than anticipated?
A. (Johnston) I would say that
overall it's the volume of work, yeah.
Q. And on that same page under,
“Facilities and Technology costs” it talks about the costs
were:
...(115%) higher than the 38 prorated budget
as the full transition costs related to
computer hardware such as workstations,
servers and audio-visual equipment that had
not been fully budgeted.
So can you tell me what, with respect
to computer hardware, was not fully budgeted?
A. (Johnston) That would have been
one of the areas where I think there was nothing formally
prepped for that, and that's what drove the variance.

[1:40:17] Q. And then if we go to the next

page, page 31, you talk about transition and operational
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planning costs being:
...higher than the prorated budget primarily
due to higher consulting costs for program
and project management as well as financial
advisory work due to a greater scope of work
than originally planned.

So can you just give me some insight
into what you mean by, “Greater scope of work than
originally planned”?

A. (Johnston) Yeah. I mean, I think
it, again, goes all the way back to when you think when
the budget for 2025/’26 was pulled together, it was before
we had any management team to have a formal plan put
together.

The team, I think, did the best they
could to think of the cost categories and what needed to
be in there, but, as I sort of hit the ground and the work
that needed to be done, that we started to sort of layout,
you know, even simple things like finding an appropriate

facility to put ourselves in was a significant time

undertaking to work our way through.
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And so I think it's fair to say that
the team, when they pulled the budget together, hadn't
fully appreciated just how much work there was going to be
to start an organization from scratch, particularly in a
very short period of time.

You can imagine, back to sort of
trying to be prudent, in terms of managing our financial
costs, for example, we -- I didn't have Michael or anyone
on the finance side. And so we were having to pay someone
externally to keep track of our financials, that hadn't
been sort of fully put through the budget, so that we
could make sure that we did have track of what we were
spending and that were trying to be prudent within our
regulatory allowances.

And so it was a mixture of costs, but
it really was the one-off costs, I would articulate, as
sort of needed to get the organization stood up, were more
than what had been anticipated when the budget was pulled

together.
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Q. So you mentioned previously that
the 2026/2027 budget is -- I think you used the word
“aligned” with the 2025/2026. Do you have any concerns
with that alignment, given your comments about kind of
things that weren't identified as part of the 2025/2026
budget?

A. (Johnston) So I think, as I've
tried to articulate, is that I think, overall, I feel very
pleased with what we were able to manage the work that
needed to be done, in line with the 2025/’26 budget, but
as we've also discussed there's a number of variances. As
we have gone through, where we found things that weren't
included in 2025/’26, like IT costs, they have now been
added in to our 2026/’27 costs.

I am absolutely sure that there are
still things that will pop out, as we go through 2026.727,
that we will have missed as we don't have the operational
experience yet.

But overall, I feel like we have a
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reasonable and prudent revenue requirement that we will
work hard to live within and provide greater transparency
on the range of costs that we ultimately receive as an
organization as we mature and have a better understanding.
Q. So if we go to the next page,
which is IR-8, there's a question from the Board about
NPCC. And at the bottom of page 32, there's reference to:
Relatedly, IESO Nova Scotia has a membership
application submitted to NPCC and expects
its membership to be voted on by the NPCC
Board of Directors in Spring 2026.
I'm just wondering if that's happened
or if you have any information about that.
A. (Milligan) I can take that one,
Ms. MacAdam.
Yes, so that did happen and IESO Nova
Scotia is now a full member of NPCC.
Q. And when did that happen?
A. (Milligan) It was in April. I

don't recall the exact date, but it was in April of 2026.
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Q. Okay. So if we go to page to
page 40 of 82, this is the response to the Board's IR-11,
and this is the breakdown of the administration employees
by categorical function. And there's listed, on the
right-hand side, the list of vacancies. I was just
wondering what you could tell me about those vacancies, as
of now? Specifically, if you could reference kind of --
you've listed them out by each kind of position about

where those vacancies have been addressed or not.

A, (Milligan) Just give me a minute.
Q. Sure.
A. (Johnston) Okay. So if we

probably go down them cross by cross, in the first batch
in the Legal and Regulatory, the legal assistant/paralegal
role would be now filled. In the next batch, the
accounting specialist would now be filled. A verbal job
offer has been given on the Engagement Specialist. The HR
Coordinator, we’ve been through a first round of

interviews and are going back to market. On the IT roles,
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we have been through a thorough process on the
cybersecurity role and going back to market. On the
operational oversight, the VP of System Planning and Grid
Integration, I am pleased to say 1is filled by the
gentleman on my left. The Director of Procurement is out
in the marketplace at the moment. We are interviewing the
final two candidates for the Director of Operational
Policy and Market Operations this week, and I think that
would be it.

Q. So if I count correctly, in terms
of the actual parties that you hired, or I think you
mentioned the engagement, that an offer has been put out,
we have the Legal Assistant, the Accounting Specialist,
the Engagement Specialist, the offer is out. Obviously,
we have the VP of System Planning, and I think you said
the Director of Operational Policy, is that in the middle
of interviews?

A. (Johnston) We’re down to the

final two candidates, yeah.
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Q. Two candidates, okay.

And so the rest of the positions
remain unfilled, and I think some of them you said you’ve
gone to market and now have to go back to market?

A. (Johnston) That would be correct.

Q. And for the ones that you didn’t
mention, what is the status with them? Like, for example,
the first one, the RTO NAERC Specialist in Risk Analytics?

A. (Johnston) So that would be one
of the ones we talked about earlier this morning that has
not gone out to market yet. We would like to ideally get
the Director of Operational Policy and Market Operations
in place first because that role will follow suit.

Q. So in this same IR 11l (e), the
Board asks:

Please indicate whether employees and/or
executives are eligible for bonus or
incentive payments, and if so, the processes
and metrics used to determine entitlements

to bonuses and incentives.

And then if we go down to page 42, the
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response 1is:
Only the CEO is eligible for bonus or
incentive payments. The process and metrics
to determine entitlements to bonuses and
incentives are currently in development.

What’s the current status of that
development?

A. (Johnston) So the process is that
there’s a set of objectives for the CEO that’s taken in
front of the Board of the IESO and approved for each
fiscal year.

Q. And will the bonuses be broken
down with respect to salary for future revenue
requirements?

A. (Johnston) So there is only one
bonus we’re talking about here.

Q. Correct.

A. (Johnston) And clearly it will be

within the revenue requirement.

Q. It’11l just be included as part of
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the salary and compensation?

A. (Johnston) Correct.

Q. Is there any legislation or other
limitations that apply to the CEO bonus or incentives?
[1:50:06] A. (Johnston) Not that I’'m aware of.

Q. Later on that page, under (g),
line 49, it says:

The $100k recruitment fee is intended to
cover the costs of recruitment of 2-3
employees, 1f necessary, but could also be
used to cover other fees associated with
contract negotiations for prospective
employees, which could potentially include
costs such as pre-employment assessments,
contract review, signing bonus, retainers
etc.

Was any portion of the $100,000 used
for signing bonus or retainers?

A. (Johnston) So this is for the --
within the ’26/’27 Revenue Application and it has not been
used for that.

Q. Are there any policies with

respect to whether signing bonuses or retainers are
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allowed?

A. (Johnston) As a brand-new
organization, there has been no policy created on that
topic.

Q. If we go to page 51 of 82, this
is IR-19, and Table 12 is a Comparison Chart Between
2025/2025 and 2026/2027 budgets for the Facilities and
Technology cost category. Under IT Application Software
it says 0.00M for 2025/2026. Then it says Actual, 0.73M
to the end of December 2025, presumably. And then the
2025/2026 Annualized Expenditures is 0.00.

So I'm just wondering how the
annualized expenditure can be 0.00 when the actual at the
end of December was .73M?

A. (Johnston) Because the way that
the annualized column was calculated was extending what
was in the budgeted column for a full year, and because it
was zero in the budgeted column, it could never increase

above zero even though it was extended. So had it been --
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had we had roughly six months of operations in ‘25/’26 and
had it been 2 million, it would have been 4 million in the
annualized number, but because it was zero, it could only
be zero.

Q. So the difference in the final
column is not between the anticipated spend and the
proposed budget for 2026/2027 but rather a comparison
between the two budgets?

A. (Johnston) A hundred (100)
percent. So what we were trying to do with Column C, to
make it easy for intervenors was ‘25/’26 wasn’t a full
year of operations. And so if we turn the ‘25/’26 budget
into a full year of operations budget based on what we had
originally budgeted, that would be the, if you like, the
original starting point for what the variance should look
like between the two years, based on what we had budgeted,
not necessarily actuals, but where we found ourselves in
this line item, where we had nothing budgeted, you can see

that we then had to add it in.
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THE CHAIR: Just in terms of that

response, I see —-- you can see on the screen here there’s
a couple of non zero entries that haven’t changed either.
So the Technology Needs and Assessment and Business Case
is $500,000 in the budget, and then the annualized is also
500,000, and the same with the Control Centre Planning.

MR. JOHNSTON: And that would be

because that was a one-time piece of work that therefore
-- it wouldn’t extend because -- for that very reason. So
there was some thought that went into sort of whether it
was something that was an ongoing -- so if it was monthly
costs, then it would increase, but if it was a one time,
no. Again, sorry for any confusion.

BY MS. MacADAM:

Q. So if we go to page 57 of 82, and
this is Board IR-22, and Table 16 is a Comparison Chart
Between 2025/2026 and 2026/2027 Budgets for the Operations
System Planning Cost Category.

It says third-party recoveries for the
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2025/2026 budget was 0.54 million. Actual to the end of
December was zero. And then annualized was 1.08 million.
Did you receive anything between December 315t and the end
of the fiscal year?

A. (Johnston) We believe we’ve
accrued about $450,000.

Q. And what are those third-party
recoveries?

A. (Milligan) So Ms. MacAdam, those
relate to costs for studies completed under the generation
or connection procedures, and so those costs are borne by
the interconnection customer who requests the study and so
separate from the other budgeted costs for the IESO for
that reason.

Q. And so you think recovered about
450,000. Do you know approximately how much you would
have spent?

A. (Milligan) So those studies are

completed at actual cost. Like, so we track the costs of
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the time that’s put towards those.

MS. MacADAM: Okay. And then if we go

to page 60 of 827

BY MS. MacADAM:

Q. In response to question (a) -- or

sorry, 25(a), it says:

The rationale [for] the initial request was

to true-up and recover deferred amounts

unrecovered for the 2025/2026 fiscal year.

Those amounts remain to be recovered, and

are proposed to be recovered in fees

collected from [Nova Scotia] Power through a

combination of the interim temporary

financial relief request and in future

through a Board-approved permanent fee and
cost recovery mechanism.

So I understood that the $950,000
interim payment that you received -- were to receive from
NSP was retroactive to February of 2026. So I presume
that means that the February and March payments, which
would total 1.9 million, that would be used to offset the
accumulated OM&A deferral and variance accounts from

2025/20267
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A. (Johnston) So I don’t think
that’s quite how it’s going to work. So the -- if we go
back to ‘25/’26, we had an order from the Board that
approved $5.3 million. And as we come forward for our
permanent fee mechanism, we will include a plan for how we
would recover the 5.3, as well as whatever would be
approved through our ‘26/727 Revenue Application in due
course.

I’ve already told you that our view,
subject to finalizing our audited statements, it would
look like we spent 5 million versus the 5.3, so we’re
going to find ourselves in a place where we owe about
$300,000 back to customers because we’ve underspent
against the approved allowance for ‘25/’26. I would
expect that to then be flowed through as part of our
‘27/'28 Application. Once we’ve got our audited
statements, we would come forward at that point in time to
say, “This is our revenue requirement for ‘27/728, but

here is the audited position of the deferral account,
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above or below.” In this case below. And so there would
be a rebate that would need to get fed into that as part
of the '27/'28 Application.

[2:00:10] THE CHAIR: When you say above and

below, you haven’t collected any revenue ---

MR. JOHNSTON: Correct.

THE CHAIR: ——-- so it’s all above.

MR. JOHNSTON: That’s fair. It’s all

above. But yes.

BY MS. MacADAM:

Q. So, but currently, I guess what
is the balance of the OM&A, the 2025/2026 OM&A variance
and deferral account?

A. (Johnston) So subject to, you
know, going through the fall, it’s going to be about
$300,000 due back to customers.

THE CHAIR: Just to clarify again,

it’s $5 million to be collected from customers, isn’t 1t?

Isn’t that the balance?
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MR. JOHNSTON: So -- this is -- well,

this is complicated. So maybe it’s worth -- and I might
not be helping with my language, and so, Mr. Chair, I
apologize if that’s the case.

THE CHAIR: I guess to my mind, the

variance is kind of irrelevant because there’s nothing --
you know, no revenue that you’ve got to vary from. Your
revenue is zero. So it’s all going down to the bottom
line into the deferral account, isn’t 1it?

MR. JOHNSTON: So that wouldn’t be how

we think about it, I guess. Like, so at least the way
that I would think about it is we’ve got $5.3 million of
revenue requirement for ‘25/’26 approved, but no path to
recovery yet. We would come forward to recover 5.3 as
part of the permanent fee, plus whatever ‘26/’27 looks
like. And we’ve got lots that you’ve to work through on
that, but assuming that that all worked through smoothly,
that would give us ultimately $5.3 million. We now know

that we’re going to have spent a little bit less than
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that, and under the normal course, in terms of how we put

forward the deferral account would work, we’re always

going to come back a year later, in the next application,

to do that true-up.

THE CHAIR: No, I understand, but in

terms of the balance that’s owing from customers at the
current time, it’s really all the actual ---

MR. JOHNSTON: It’s 5.3, yeah. Yeah,

sorry.

MR. MILLIGAN: But if it’s maybe

helpful, Mr. Chair, just to add to Mr. Johnston’s comments
there, I think that we wouldn’t view the uncollected but
approved revenue requirement as being inside of the
deferral account. I think that’s the distinction maybe
that we’re trying to make. The uncollected revenue
requirement does need to be collected, but it isn’t
automatically flowing to the deferral account. The
deferral and variance account is meant to only capture the

variances between the approved revenue requirement and
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then the actual audited financial costs.

THE CHAIR: And I guess it may be

semantics. You divert your entire revenue requirement, is
the way I'm looking at it. And here, you’re just
adjusting for your actuals at the end of the day?

MR. MILLIGAN: And -- but I think --

and just -- I totally recognize what you’re saying and it
will flow through. I think it’s a bit of an artefact of
the first-year position, where there is no collection
mechanism, and in future years, it will be a little
cleaner where exactly would be that distinction, vyes.

THE CHAIR: Appreciate it. Thank you.

MR. MILLIGAN: Thank you.

MS. MacADAM: Thank you.

BY MS. MacADAM:

Q. But so I guess the application
for the cost recovery mechanism, that is going to be a
single application just for the mechanism and then there

will be the actual application for the approval of the
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2026/2027 recovery of funds through that mechanism will be
as part of the 2027/2028 Application?

A. (Johnston) That wouldn’t be how
we’re thinking about it. I think the permanent fee
mechanism will be around how once you get to an approved
revenue requirement, how does that then flow through into
rates to support recovery? If we waited another year,
that would add significant incremental cost to customers
in terms of debt cost to manage our way through.

Q. Okay. So as part of the
permanent fee and Cost Recovery Mechanism Application, you
will be putting forward a request for approval for the
2026/2027 amounts for approval?

A. (Johnston) No, that’s within this
current Application. So we are currently looking at the
‘26/'27 Revenue Application, and we would expect the Board
to make a decision on that.

Q. Sorry, perhaps I misspoke. The

approval of the 2025/2026 deferral account, we’re going to
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call it the deferral account, the prudency review for the
2025/2026 spend, do you anticipate that will be as part of
the permanent fee and Cost Recovery Application or --
okay, so it will be as part of the 2027/2028 Application?
A. (Johnston) That is correct.
Q. Okay. Thank you.
If we go to page 65 of 82, your
response to IR-27(b) does start on the previous page. I
just have a question about the last sentence, but if you
want to read the whole thing, that’s fine.
The last page —-- the last sentence
says:
Pursuant to part (a) above, the remaining
provincial grant surplus is forecast to be
0.2 million. It is yet to be determined
what amounts of this surplus of the
provincial grant will be offset.
And I was just wondering if that had
been determined yet.

A. (Johnston) Yeah. So the way that

we have thought about it is that any excess to the -- in
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the provincial funding would have been applied against the
OM&A spend for ’'25/726, and so the sort of total spend
against the -- our approved $5.3 million of revenue would
have actually (inaudible due to audio quality).

Q. So the .2 million has been fully
baked into the estimated spend for 2025/20267?

A. (Johnston) Correct. And I'm —--
my slight sort of hesitation is whether -- as we’ve gone
through the auditing process, whether it was exactly .2 or
not, but I can confirm that the sort of the total spend
that I talked about was half the full amount from the
provincial -- from the Province sort of offset against our
total costs.

Q. So if we go to page 66 of 82, IR-
28 (c), the Board asks:

Please describe the monthly and quarterly
reporting that IESO Nova Scotia will provide
for this account.

And it’s -- at the top it refers to

the Net Revenue Requirement Deferral and Variance
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Mechanism.

If we go to your response, which is on
page 68 going over —-- sorry; yeah, page 68 going over to
page 69, it talks in your response about annual report --
sorry; 1t talks in your response about quarterly reports.

Are you agreeable to providing monthly
reporting on the variance account?

A. (Johnston) We are following the
direction that we got from the Board coming out of our
"25/726, which would be quarterly reporting.

Q. Okay. Would you be agreeable to
providing monthly reporting on the variance account?

A. (Johnston) I think our
perspective at this point in time is that would put
significant incremental burden on a small organization
that’s trying to get stood up. But of course, we’d defer
to the Board’s requests.

Q. And the Board asked in 28 (e):

Please explain how any variances would be
reviewed and approved and how IESO Nova
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Scotia will manage any disallowances if they
occur.

And in response on page 69 to 70, you
say, “At this time there” -- specifically on page 70,
starting at line 77:

At this time there is no established
methodology on how NSEB disallowances might
be treated, but the IESO Nova Scotia submits
that should the Board deemed costs to be
imprudent, an appropriate treatment of those
costs can be determined at that time.

And you refer to:

Consideration of disallowances must take
into account the IESO Nova Scotia’s not-for-
profit status, and the particular impacts
that they may have on...operations.

Have you looked into what is done
elsewhere with similar circumstances with respect to ISEOs
or other organizations with a not-for-profit status?
[2:10:30] A. (Johnston) So there’s some unique
challenges with being a not-for-profit organization

without a shareholder, and we have spoken to others in

similar jurisdictions, and they’ve got the same, similar
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challenges, that it isn’t clear to us where disallowed

costs that have already been spent, how they can be

treated.

Q. Sorry; you said you spoke to
others in similar jurisdictions. What jurisdictions?

A. (Johnston) Oh, sorry. Others in

similar positions.

So for example, I spoke with my
counterpart at the U.K. new Energy System Operator there
that is also a similar not-for-profit organization like
ours that, for example, in the past would have had
significant incentive schemes on them with financial
components around them that are now no longer able to be
applied by the regulator because of the not-for-profit
situation they found themselves in.

Q. Did you speak to any IESOs in
Canada?

A. (Johnston) So we speak to the

other IESOs in Canada fairly regularly, but it’s important
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to note here that we have been set up differently,
certainly, to Ontario, which is a provincial body versus
being the independent not-for-profit organization.

Q. The Board asked in 28 (f):

Please confirm or explain otherwise, that
the proposed Net Revenue Requirement
Deferral and Variance Mechanism will
transfer 100% of the risk relating to
budgeting under or over-estimation to
customers.

In response, on page 70, you said:

Not confirmed. Please refer to part e). The
Board established a +/10% threshold for
variances, above or below which further
prudency review must occur for Board
approval and IESO Nova Scotia’s
recovery/refund of those costs.

So are you saying in this there could
be financial penalties against IESO which would reduce the
risk to Nova Scotia ratepayers?

A. (Johnston) So I think the “Not
confirmed” here was really just highlighting the

difference between the less than 10 percent and over 10

percent point, and I think we still end up in a place
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where, i1f over 10 percent and for whatever reason deemed
imprudent, how we would manage our way through that is
going to be, you know, something that we’re going to have
to work out.

Q. So you’re not saying necessarily
that Nova Scotia ratepayers would not be 100 percent at
risk. You’re saying that that’s undetermined at this
point?

A. (Johnston) I think that’s
correct.

Q. And in respect to Board IR-28(h),
the question is:

How does IESO Nova Scotia propose to ensure
the accuracy of its budgets to minimize
volatility in its proposed Net Revenue
Requirement Deferral and Variance Mechanism
and mitigate potential intergenerational
equity concerns?

And in your response on pages 71 to
72, you talk about the intergenerational equity concerns

and state that they:

..would only be engaged insofar as deferral
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of variances and corresponding adjustments
extended well into the future. At this point
in time, the Net Revenue Requirement
Deferral and Variance Mechanism is not
anticipated to defer costs beyond the next
Revenue Requirement Application fiscal year.

But I understand from you it’s not
actually the -- the mechanism would not actually be dealt
with in the next fiscal year, it would be the one after.

A. (Johnston) It was probably in the
nuance of language. I think it is the next fiscal year
from when you’ve got an audited set of statements.

Q. Okay. So you talk about the
intergenerational equity issue. You don’t respond to the
Board’s question about minimizing volatility within the
account, and I was just -- do you have any plans about how
you would address that?

A. (Johnston) Ms. MacAdam, I think I
would probably refer back to the earlier comments. So

we’re working hard as an organization to improve our

processes and accuracy of forecasts, but one of the key
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things that’s really going to help us as an organization
is getting experience under our feet and having historical
data to look at. I think that’s been one of the biggest
challenges for us as a new organization is trying to
forecast the future without that historic sort of
backdrop.
Q. If we then go to the final page
in this document, page 82, it says:
Please identify the additional costs
included in the 2026/2027 revenue
requirement associated with IESO Nova
Scotia’s proposed permanent fee recovery
mechanism application later in 2026 that
would not have been necessary (including but
not limited to regulatory costs and
financing costs) if the request for a
permanent fee recovery mechanism had been
included in this application.
In response, you say:
There are no costs included in the
Application related to a separate permanent
fee and cost recovery mechanism application.
So I'm just wondering, how would the

costs associated with that application be accounted for?

A. (Johnston) So it will go into our
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overall costs. No different than when we put our budget
together, we hadn’t forecast that we were going to have do
an oral set of hearings for our account. And then as we
get -- oh, excuse me. As we get to the end of the year,
hopefully there will be other things that have offset that
the other way. And if not, it would come through in the
variance and deferral account.

Q. And is there a reason that when
you were putting together the budget, you didn’t include a
separate application?

A. (Johnston) So if we go back to
the conversation earlier this morning, when the budget was
pulled together in October of 2026 -- 2025, sorry, the
expectation was the variance and permanent fee was going
to be included within the ’'26/’27 application. It was
only later when it became clear that there was a wvariance
of opinions within our stakeholders that it became clear
that incremental work was going to be required beyond what

had been anticipated when the budget was pulled together.
INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



w

O W 0 J o U Wb

12
13
14
15
16
17
18
19
20
21
22
23
24

25

IESO NOVA SCOTIA PANEL 209
Cr-ex, (MacAdam)
Q. So if we go to Exhibit N-5, page
15 of 79, this is the Industrial Group information request
IR-4(c). It talks about -- the question is:
Please provide a copy of the Provincial loan
agreement (in confidence or with redactions,
only if necessary) and a schedule showing
the daily balances assumed in the interest
forecast.
In the response, it says:
Please refer to IG IR...Attachment 7. There
is no daily forecast as the budget
assumes...the full...10 [million] was drawn
evenly across 365 days of the 2026/2027
fiscal year.
What is the current balance of the $10
million loan?
A. (McFeters) The current balance is
6 million, plus about 20,000 of accrued interest that’s
been rolled into it, so 6,020,000.
Q. And so when I go up to IR-1,
Attachment 7 on page 9, which is the reference in that --

in the IR we just looked at, that doesn’t seem to be the

response that I thought was being asked for. But if you
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go up to Attachment number 5 on page 7, that seems to be

reflective of the provincial loan drawdown. Is that
accurate?
[2:20:00]7 A. (McFeters) So the schedule that’s

-—- the schedule that’s on the screen is the cashflow model
that was prepared at the time, and it does have a line
that shows the provincial loan drawdown.

0. Okay. So it says the budget
assumes that the money was withdrawn over 365 days, being
the fiscal 2026/2027, but when I read Attachment number 5,
it shows that it was drawn down 2 million in December of
2025, 2 million in January of 2026, 2.5 million in
February 2026, 1.5 in March of 2026, and 2 million in
April of 2026. Is that correct?

A. (McFeters) You’'re correct to
point that out. There was a difference in assumptions
from when the budget was prepared. The schedule that
we’re looking at here is a set of assumptions that

includes the interim fee as a part of the way to finance
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the IESO, so the draws on the line of credit are also
different.

Q. And so when this would have been
filed, I believe the responses were provided in March of
-—- yeah, March 10th, 2026. So at that point you would have
known about the December 2025, the January 2026, and the

February 2026 drawdowns?

A. (McFeters) Yes, that would be
correct.

Q. Okay. So those total 6.5
million. So —-- but you said the current amount is 6

million. Have you paid back some of that loan?

A. (McFeters) Sorry; I need to
correct myself, I guess. We did not repay anything. So
at that time, we would have only been drawn down the 6
million. If the schedule, and I see it here shows 2.5 in
February, that wasn’t what had been drawn in February.

Q. Okay. If we go to page 25 of 79,

and I should say, actually, page 24, (b) is the more
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fulsome response. The question was:
Please specifically list all stated objects
and activities under the More Access to
Energy Act, which are not yet in force and
the expected timeline.

I appreciate you had some questions
about that this morning. My question is, what happens if
these sections are not proclaimed or if there is a
significant delay? Does that impact on your Phase II
plans?

A. (Johnston) It’s very hard for me
to -- now to comment on a hypothetical around government
changing its stated direction and ambition. But clearly,
were these not to be proclaimed for reason, then we
wouldn’t be undertaking those activities.

Q. Is there any sort of, I guess,
drop-off date that you would have an issue or you would
have some costs that you wouldn’t be able to recover if a

proclamation was not made?

A. (Johnston) There has been no
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direction provided to the IESO to suggest that there’s any
reason that these will not be proclaimed.

Q. So if we go to page 45, which is
IR-17, the request is:

Please provide IESO-[Nova Scotia’s]
capitalization policy governing the
reclassification of technology/website spend
and reconcile any operating expense to
capital expense shifts between 2025/[20]26
and 2026/1[20]127.

So if we go to the attachment on page
47, we notice that there’s a “draft” stamp on it. Have
these been finalized? Or sorry; has this policy been
finalized?

A. (Milligan) We were waiting until
the conclusion of the audit to remove the draft stamp on
it, to go through that process.

Q. And what process —-- what was the
-—- what would be the process for removing the draft stamp?

A. (McFeters) It would be once we’re

through the next audit committee meeting where final

statements and the process related to 2025/'26 is
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concluded, that would be the final approval for -- that
would include these policies.

Q. Okay. So on page 48, it talks
about “Capitalization Policy -- Intangible Assets.” It
talks about, “Intangible assets are recorded at cost less
accumulated amortization.”

Sorry; I lost my train of thought.

Oh, how much depreciation have you been accumulating at
this point?

A. (Johnston) So on our unaudited
financials for ’'25/726, we would have $152,000. 1In the
wonderful world of GAAP accounting, it’s important to know
that all of our capital expenditures that we had in
"25/"26 would be covered by the provincial funding, and so
we end up having to hold back the depreciation as you go
through that so that there’s no -- there’ll be no sort of
ongoing sort of customer impact from the cost of that --
those costs. But that’s what the number would be.

Q. Thank you. Then if we go to page
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50 of 79, IR-19. And this talks about -- it indicates
procurement -- one of the exhibits:
...indicates procurement OPEX is expected to
be reimbursed by successful proponents but
until reimbursement is received, costs are
included in the budget and will be trued up
via the DVM.
And in question (c), 1t says:
In what scenarios would reimbursement not be
obtained and, in such scenarios, what
portion would be excluded from rate recovery
versus included in the DVM?
And in response, on page 51, at line
32, it says:
Reimbursement would not be obtained if IESO
Nova Scotia did not execute a Tolling
Agreement for fast-acting capacity with a
counterparty selected under the current RFP.

What would be the magnitude of that

amount of risk if a Tolling Agreement was not signed?

A. (Milligan) So our estimate cost
at that time, it would be -- today it’s $1.5 million.
[2:30:00] Q. If we go to page 61 -- well, page
-- we’ll start on page 60. This is IR-24. And in IR-
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24 (b), this talks about the forecast -- sorry, the whole
question talks about the forecast .58 million financing
cost and a $10 million provincial operating line. And
then question (c) says —-- sorry; question (b) says,
“Provide daily balance assumptions and rate forecasts
underlying the...0.58 million.”
And if we go to the response, it says,
starting at line 29:
The additional...0.08 [million] of the....58
[million] is related to interest costs of a
future additional loan secured after NSEB
approval of fee recovery by the IESO, in the
event [that] it was required to secure
sufficient cash flow for IESO operations.
So this loan was obtained after the
interim payment was approved by the Board?
A. (McFeters) So that item refers to
an assumption made when the budget was created that really
no longer applies. So at the time of the budget, looking

forward, there was a concept that if the revenue recovery

mechanism was in place and fees were approved, it would be
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possible to obtain financing from a corporate bank to help
assist finance the IESO.

Over time, it became clear that that’s
just not an option for us this year, so our modelling and
forecasting now does not include that kind of loan.

Q. Okay. So the additional .08
million is not included in the 2026/2027 Application, or
it is?

A. (McFeters) The interest charges
for it were included in that application.

Q. Okay.

A. (McFeters) The exact costs of how
we’re financing IESO have changed. There are still
anticipated to be interest costs. It will be in other --

you know, derived from other sources.

Q. But that specific loan that’s
being referenced there was never taken out, or...?
A. (McFeeters) That’s right.

Correct.
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Q. Okay. Thank you.

A. (Johnston) But also was never
intended to have been taken out by this point in time. It
was something once we had the written -- the approved
application, it would be at that point that we believed we
could get commercial funding.

Q. If we go to page 76?2 So the
question is talking about the permanent fee and cost
recovery mechanism, and (a) says:

Please confirm under which provision(s) of
the More Access to Energy Act IESO-[Nova
Scotia] will be making this application and
address any additional recovery
mechanism(s) .

And in response, I'm interested in the
second sentence, which it says:

IESO Nova Scotia anticipates that [Nova
Scotia] Power’s related permanent cost
recovery mechanism will also be submitted at
that time.

So what do you mean by, “Nova Scotia

Power’s related permanent cost recovery mechanism”?
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A. (Johnston) So I think this is an
area that continues to be fluid as we sort of work our way
through it, but what was intended by this commentary is a
recognition or expectation that IESO costs would, in its
first instance, pass through to likely the load-serving
entities, the largest being Nova Scotia Power. There may
well be others as we come forward to the permanent
mechanism. But for Nova Scotia Power, this should be a
pass-through cost for them, as it would be in many other
jurisdictions. And so I think this sentence is referring
to, you know, how Nova Scotia Power would think about
those costs ultimately passing through to electricity
customers.

Q. And then the last sentence says:

Other cost recovery mechanisms may be
submitted at that time subject to further
consideration, but yet to be determined.

Are there other cost recovery
mechanisms that you’re contemplating at this point?

A. (Johnston) Nothing beyond what
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was put forwards in the documents to stakeholders
yesterday around permanent recovery fee options.

Q. Then if we go to Exhibit N-1-(i),
which I believe is the Application. If we go to PDF page
17, at the very bottom it talks about website development,
and it says:

In the prior year, these costs were
classified as operational; however, as the
website is developed with increasing
complexities resulting in part from
transition into Phase II, the costs are now
considered capital, are excluded from this
application, and will be captured in future
revenue requirement and fee applications.

What are the increasing complexities?

A. (Milligan) Ms. MacAdam, the
things that we’ve been considering with regards to the
development of that website would be meeting the objects
under the More Access to Energy Act of the IESO which
related to sharing of data and transparency. And so as

one potential example, other system operators globally,

you might see would be able to publish things like near
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real-time data to their websites, for example. And so as
we think about a more complex tool that would enable us to
perform similar functions, that was the thinking that led
to this concept of the increasing complexity relative to
where it started.

Q. And is that development of the
website underway now?

A. (Milligan) We’ve certainly been
adding to it over time with increasing functionality. So
one example would be hosting of documents related to the
Integrated Resource Plan, some additional functionality
that’s been added to better organize those files. We’ve
also had increasing functionality added to it which
related to procurement activities and the ability to have
RFPs and related documents on there. The specific example
I gave earlier with regard to near real-time data would be
more of a Phase II function, and so that particular
example 1s not underway right now.

Q. If we go onto page 19 of 45 of
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the same document, Table 5 -- actually, I’'1l1l just go down

to the very bottom of that page 19 where the footnotes

are, and it does say, “Web Hosting line item was omitted

in the '25/726 Application in error.” But when we go up

to that actual Table 5, under the 2025/2026 budget, it

does have web hosting as .03 million.

A. (Milligan) We’re checking against
the Application here in the binder, and the reason for
that footnote is that there was that amount, the $30,000
that’s referenced there was included in the total revenue
requirement. The line was not in the table in the 2025
Application, and so that’s, I think, what’s being referred
to there.

[2:40:12] Q. Okay. And if we go to Exhibit N-
4, which is the responses to the Doan Grant Thornton
Information Request, if we go to page 15 of 58, in the
response at line 14 -- sorry, end of line 13, it says:

In the Board’s Decision, the NSEB directed

IESO Nova Scotia to develop guidelines for
the Net
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OM&A Deferral and Variance Account.

I was just wondering what the progress
was on the guidelines?

A. (Johnston) They’re in progress
and will be part of our next Revenue Application.

Q. Are you anticipating any
stakeholder consultation prior to filing it with the
Application?

A. (Johnston) I would expect there
will be stakeholder engagement prior to filing our
Application.

Q. And then if we go to page 18,
line 30, it says:

The compensation philosophy and structure
for the IESO Nova Scotia targeted the 50th
percentile of the market for the roles
required to be attracted and retained in
Atlantic
Canada.

So can you explain just what you mean

by targeted the 50th percentile of the market?

A. (Johnston) Yes, I think the work
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that was done by our consultant gave us a range of banding
with a midpoint around the 50th percentile. And so on
average, we would be looking to hit the 50th percentile for
roles.

Q. And that banding, would the
banding have been like 40 -- like the 40t to 60th
percentile, or it would have been the 40th to 50th?

A. (Johnston) I would be in that
sort of range, like sort of how we got ourselves sort of
stood up that was -- we got some advise, I think. We
could have done -- as I sit here today, I think there is
more work for us to do in terms of our overall pay
structure and guidelines, and so we’re just kicking off
some work to —-- we hope to have that as part of our next
Application. But yes, we got a range. Was it 60 -- 40 to
60 or 25 to 75, I couldn’t guarantee exactly what that
number was, but it was a range.

Q. Okay. So if we go to page 19,

the reason I wanted some clarification on that is that at
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the top of that page, it says:
Based on the information obtained for each
role, each role was then included in a pay
band,
and for each pay band, the highest salary in
that band was applied to the number of roles
in that band/level.

So can you explain to me kind of how
that 50th percentile works with the selection of the
highest salary in the band?

A. (Johnston) Yes. So this was
really a simplifying assumption as we tried to pull the
Application together. And so as we had, let’s call it our
44 roles, they were essentially put into, I think, five
bands, and then we took a -- from a budgeting perspective,
we took a number for each of those bands. It was tied to
the 50th percentile. It was put in at the top of the band,
and that was really to do a couple of things: one, to sort
of try and simplify the overall Application and budgeting
process; secondly, it recognized that, you know, the

banding was -- or the 50t" percentile would have been the

direct employee salary cost, but then on top of direct
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employee salary costs, you have things like travel,
training and other things that you won’t see anywhere in
the budgeted items because we have no historical data to
put that data into our Application. And so this
assumption sort of gave room from a total employee cost
perspective to cover the cost of employees.

Q. Would that -- would those -- kind
of that additional thing you were talking about, training
and travel, would that be in addition to the 15 percent
that you spoke to my colleague about this morning?

A. (Johnston) Yes, so the 15 percent
is really directly tied to sort of benefits costs.

Q. Okay. And if we go to page 23,
so this is in response to IR-11(c), and it says:

See table below for breakdown of office
costs. None of the expenses were
contemplated when the 2025-2026 budget was
developed, which was an oversight, leading
to the variance in 2026-2027.

The “Other Expense” category is the

single-highest expense. What would be included in that
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“"Other Expense” category?

A. (Johnston) The honest answer is I
don’t know.

Q. Would you be able to provide a

response through an undertaking?

A. (Johnston) We can provide an
undertaking.

MS. MacADAM: If I could have that
undertaking.

THE CHAIR: It will be Undertaking U-
4.

UNDERTAKING U-4 - To advise which

expenses are included in the

“Other Expense” category

BY MS. MacADAM:

Q. And I know that you indicated --
or 1t states that none of these expenses were contemplated
when the 2025/2026 budget was developed. Would you have

an idea of what the spend was in these areas for
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2025/20267

A. (Johnston) So the answer is we
probably would do today if we looked back, but if we go
back to when this budget was created in October, we would
not.

Q. But you would -- you would have a
good idea now of what was spent in 2025/2026.

A. (Johnston) So we would have a
better idea, for sure, as we were standing the
organization up.

Q. And presumably that type of
information would be provided as part of when the Deferral
and Variance Account 1s addressed.

A. (Johnston) Absolutely. And I
think clearly this is one of the areas that, as we get
some operational history behind us, it’s going to become
so much easier.

Q. Thank you. Those are my

questions.
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THE CHAIR: Thank you.

I believe next up is the Industrial

Group. I’'m thinking about taking a break now and coming

back at 3 o’clock.

All right. So we’ll break now until 3

o’clock. We’ll start back up with the Industrial Group.

-—— Upon recessing at 2:47 p.m.

-—-- Upon resuming at 3:01 p.m.

THE CHAIR: Ms.

understand you had a big morning.

MS. RUDDERHAM:

CHRIS MILLIGAN, Resumed:

JOHNNY JOHNSTON, Resumed:

MIKE McFETERS, Resumed:
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CROSS-EXAMINATION BY MS. RUDDERHAM

Q. Good afternoon. My name is
Brianne Rudderham, and I'm going to be asking some
questions on behalf of the Industrial Group. I’m going to
pose the questions to the panel, and I’'1l1l leave it amongst
yourselves to determine who best to answer it.

I'm going to start by following up on
a few questions that were posed by my friends, and I just
want to clarify some of the evidence that was given.

I believe, Mr. Johnston, you had

indicated that the current revenue requirement being

applied for was built on the previous one. Is that
correct?

A, It was certainly a key input into
it, yes.

Q. Okay. And there’s been a number
of answers given and references to -- I believe you

described it as an unaudited financial statement, and

there’s been some responses where you’re referring to it

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

IESO NOVA SCOTIA PANEL 231
Cr-ex, (Rudderham)

in your binder. 1Is that correct?
A. (Johnston) Yes, I am.
Q. Now, I’'m wondering if we can have

a copy of that unaudited financial statement as an

undertaking.

A. (Johnston) I have no issue with
that.

Q. Thanks.

THE CHAIR: That will be Undertaking
U-5

UNDERTAKING U-5 - To provide a copy of

the unaudited financial statement

BY MS. RUDDERHAM:

Q. Now, I have a number of gquestions
in regards to the deferral account, both in terms of
what’s -- how it’s been used and then what’s being applied
for in this. And I apologize if I'm repeating. I’'m still
just a little bit confused.

So currently, there’s a net OM&A
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Deferral and Variance Account; correct?

A. (Johnston) So yes, one was
approved in ’'25/726 Application. I think part of the
discussion here is being -- is really a process that would
essentially happen at the end of the year as you then
true-up between actuals and the -- and what was approved,
and as we’re just still getting to the end of our sort of
final audited statements, that would be the point at which
I guess the account would be put into action to record the
variance.

Q. Okay. So the distinction is,
it’s approved but it hasn’t been put into place yet. 1Is
that fair?

A. (Johnston) We haven’t gotten
audited statements for ’'25/’26 (inaudible due to audio
quality) yet.

Q. Okay. So then this deferral
account isn’t being used in real time; it’s just being put

in after the fact. 1Is that right?
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A. (Johnston) Yes. So like the
concept is we have an approved revenue -- or revenue for
the year. We then have actuals, and then once you get to
sort of truing-up at the end of the year, there will be a
variance above or below, and that’s what would get
captured in the deferral account.

And so we haven’t got to that sort of
finalizing the accounts for our first year yet.

Q. Okay. And so what is being
applied for in this revenue requirement is a change in
what was previously applied for in terms of -- I’'11l start
with the name of it, you’re proposing it changes; correct?

A. (Johnston) Yes.

Q. You’ re proposing that it operate
in perpetuity, so it’s a permanent mechanism; correct?

A. (Johnston) Yes.

Q. And you’re also including --
you’re also proposing that the mechanism be expanded to

include additional cost categories. 1Is that correct?
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A. Yes, but I'm sure we’ll come up
to that.

Q. The main one being you'’re
proposing that it includes capital costs; correct?

A. Yes, but I think this is -- I
think this is worth some conversation, and so, you know,
the way that -- yeah. We’re continuing to figure things
out as we go forwards, and so as we sort of think about
capital projects and as we sort of said, the only capital
we spent to date was covered by the initial government
grant, but were we to spend capital in future, the way
that we would think about that is that once the -- that
capital spent was used and useful, it would then have a
depreciation expense and interest expense associated with
it. And that that would fit within our Revenue
Application coming forward towards the Board.

But if we, for example, were to have
included in this Revenue Application that we had assumed

that a project was going to go live on the 1st of
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September and, therefore, had the depreciation and

interest expense from the 1st of September but, for
whatever reason, it ended up going in on the 1lst of July,
there would be incremental depreciation and interest
expense 1in that year that would need to be caught
somewhere. And so what we’re proposing is that that delta
will be picked up in the deferral account.

Q. Okay. And in the current revenue
requirement, you’re not asking for recovery of any capital
costs.

A. (Johnston) Hundred percent.

Q. So there would be no variance put
into it in the next revenue requirement if it were
approved; correct?

A. (Johnston) Maybe repeat that
comment. Sorry.

Q. The variance account is meant to
capture variances from the approved revenue requirement;

correct? If there’s no capital costs included in the
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revenue requirement currently, there wouldn’t be able to

be put any capital costs in the deferral account in the

next -- over the next period; correct?

A. (Johnston) There is no intent at
this point in time of there being any capital costs in the
deferral account in this current period.

Q. Is the distinction it’s an intent
or a can’t be?

If it’s -- I guess what I'm trying to
understand is, is it IESO NS’s understanding that if it’s
approved as filed, you’d be able to include those
variances of capital costs that are not currently in the
revenue requirement?

A. (Johnston) So there is no plans,
but if there was a mass fire this afternoon that wiped out
our floor and we have to buy new computers, we would have
to buy new computers to undertake our mandate. We no
longer have the provincial grant. We’d need to depreciate

those computers and so, conceptually, that could be, in
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the deferral, a need for us to have depreciation on an
asset that we hadn’t intended to buy but circumstances

laid out that it needed to happen.

Q. Okay. Let’s bring it back to
another example that is perhaps more likely.

The synchronous condensers, for
example. If ISEO NS were to incur capital costs in
relation to that project being transferred to them in the
next fiscal year, in this current fiscal year, would IESO
NS intend to include those costs in the deferral account?

A. (Johnston) So I mean, I think, as
we mentioned earlier, we’ve got no direction that there’s
any expectation of the IESO purchasing synchronous
condensers. If for some reason that direction were to
come, I see no path that they could be used and useful in
this current year and so would not see them coming into
the Application. And I think we’ve got a lot of work to
do should that direction come, because also the intent is

not for the IESO to own capital assets such as synchronous
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condensers. We would be looking for a third party to own
and operate those and putting in a contract for their
operation.

Q. I appreciate the context. I
guess what I'm trying to understand is, is IESO NS
applying to the Board for essentially a catch-all account
for any over or under recoveries in the run of a year,
regardless of whether they’re included in a Revenue
Requirement Application or not?

A. (Johnston) So I mean, I think
that as a not-for-profit organization, if there are any
expenses that we end up having to take, then there has to
be a way for those expenses to be addressed one way or the
other. So yes.

[3:10:03] Q. And currently, there’s no
mechanism for interim adjustments? It’s an annual true-up
is what you’re envisioning, correct?

A. (Johnston) That’s how we’ve

envisioned it as the most pragmatic and practical way to
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deal with it.

Q. I believe you’ve indicated that
you’re open to the possibility of interim adjustments to a
deferral account; is that right?

A. (Johnston) So I mean, at least as
we sort of see how the mechanism would work today, it’s
only going to be updated once a year, and so I don’t
understand the value of interim reporting.

Q. Okay. I think that -- my learned
friend just reminded -- I think you had indicated you
don’t see value in reporting, but I was asking about
adjustments.

A. (Johnston) I don’t think there
would be any adjustments until you get to the end of a
year.

Q. Okay. So if it’s not included in
the revenue requirement, how is the Board meant to review
for prudency or the variance? What is it meant to be

varied against?
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A. (Johnston) Sorry, I don’t know if
I understand your question.

Q. How is the Board meant to review
the reasonableness or prudency of a spend that’s already
been done and there’s nothing to compare it to or that
it’s varied from?

A. (Johnston) So the way that I
would understand the process is that we would file our
Revenue Application with the Board on our expected
expenses. As we’ve already discussed today, it’s
impossible to forecast perfectly, but we’re going to do
the best that we can. We will then go through the year,
and to the extent that anything comes up that’s understood
to be a material variance, we would pick that up as part
of our quarterly reporting to the Board to give the
feasibility as soon as we could do. And when it comes to
the end of the year in the deferral account, we will have
to lay out and justify what the costs were and why, and if

it’s an ongoing cost, it would be part of a future
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application to say why we believe we need to continue to
spend those costs.

Q. Okay. And in the last revenue
requirement proceeding, Matter M12412, the Board had
directed that specific guidelines and accounting policies
be developed and approved before there’s any recovery
under the deferral mechanism, correct?

A. (Johnston) That’s correct.

Q. I believe your evidence currently
-— or earlier was the development of those guidelines and

policies are still underway?

A. (Johnston) That i1s correct.
Q. Do you have any completed?
A. (Johnston) So what we committed

to earlier was that we would provide that as part of our
next Revenue Application when those things would be
addressed.

Q. But in the interim, what policies

are being used if this were to be approved as part of this
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Application? What policies are going to be used for
running this deferral account?

A. (Johnston) So you might have to
help me to understand what policy you’re looking for,
because I think ---

Q. Well let’s ---

A. (Johnston) --- I’ve been clear in
terms of how we see the deferral account working for
‘25/726, which is the only year that we have got to look
at, is we’ve got our $5.3 million of Approved Revenue
Application, we’ve got our, give or take, $5 million of
actual spend, and so $300,000 is going to go into the

deferral account, which would be owed back to customers.

Q. Okay.
A. (Johnston) And so it’s almost one
number minus another. Like, what policy -- maybe you

could provide more information of what you’re looking for?
Q. Maybe I’11 ask you, what’s the

carrying cost currently of the $5 million that’s owing?
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A. (Johnston) The current WACC of
the organization.

Q. Which is what?

A. (Johnston) Sorry for the delay.

Much debate on this. And so the learned gentleman to my
right has reminded me that much of the expectation was the
numbers that go into the deferral account should be in
line with our accounting policies. And as we talked about
earlier, those have been drafted and we’re just waiting
for those to be finalized as part of our audit sign-off
process. And so I think a lot of the policies associated
with this actually are in good progress. We’re just
waiting for them to be finalized.

In terms of the WACC, that would be
tied very much to the provincial line of credit that I
believe is currently being treated as confidential. And
then there’d be a small proportion, of course, of the WACC
from Nova Scotia Power from the interim fee.

Q. Would I be able to get that as an
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undertaking? The confirmed WACC that this $5 million is
being carried at?
A. (Johnston) Yeah.
Q. Thanks.

THE CHAIR: That would be Undertaking

UNDERTAKING U-6 - To provide the

confirmed WACC that the §5

million is being carried at

BY MS. RUDDERHAM:

Q. And sorry, when I say 5 million,
I don’t -— I haven’t seen the unaudited. It’s whatever
the -- whatever is owing; okay? Just to be clear.

And you mentioned that you have
accounting policies, and I believe you said all that needs
to happen is that they’re signed off and finalized. Are
they in a state that they could be produced?

A. (Johnston) So they definitely

exist.
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MR. FUREY: Mr. Chair, I would say to

what end? They have not been approved. They have not --
as I understand the answer, they’ve not gone through the
audit process. They’ve not been approved by the
organization’s Board of Directors. So they’re not
finalized. So in one view, in lack of a finalized
document, nothing exists. I understand there’s a piece of
paper with some policies on it, but they don’t have any
meaning yet. They’re not approved. That’s point one.

Point two, again, it doesn’t relate to
the Board’s approval of this revenue requirement. The
Board has previously ordered that those policies be
provided at the time of the prudency review of the
variance account in the '27/728 filing. That is, in my
submission, the place for it.

Providing draft policies at this point
serves no purpose in the regulatory context.

THE CHAIR: And, Mr. Furey, you’ve

mentioned a few times now the purpose of the Application
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is the approval of the revenue requirement, but IESO Nova
Scotia 1s also asking for approval of a deferral and cost
variance account; correct?

MR. FUREY: It is, correct.

THE CHAIR: Ms. Rudderham, you have a

response?

[3:19:47] MS. RUDDERHAM: Just one thing I’d

clarify. I know my friend had indicated that they don’t,
in effect, exist. The evidence that just came from Mr.
Johnston was they do exist. That was the response to the
question. As you’ve indicated, it’s directly relevant to
how the deferral account is meant to be operated going
forward, if it is in fact approved in perpetuity. So I
think it is relevant to what ratepayers are meant to
expect under this particular deferral account. And if it
is in a state, I believe the evidence was that all that
needs to happen is it’s signed and finalized. I can -- I
mean, 1f it’s referenced as “Draft”, that’s fine, but

we’re currently kind of working in a vacuum here. We’ve
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got a whole bunch of unanswered questions, and it would be
beneficial to the ratepayers to see more information,
rather than less. And the direction from the Board in the
last revenue requirement wasn’t “File this in 2027/2028.”
It was “No later than.”

So, I mean, at least the Industrial
Group’s hope was that it would have been filed earlier
than that, appreciating that that is the drop-dead date it
needed to be filed, but I think it is relevant.

THE CHAIR: Just assuming they are

filed, where does that go, I guess, ultimately? They’re
not before the Board for approval and they’re not even for
sure policies that are going to be applied to the deferral
and variance accounts. What’s the drive for getting them
in now?

MS. RUDDERHAM: The accounting

policies are directly relevant to how items would be
capitalized, for example, so whether an item is included

as capital or not. And currently we don’t even know what
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policy is going to be used. The capitalization policy

that we have is in draft form and was provided as part of

an undertaking response.

THE CHAIR: I guess that’s the

question I’'m asking, though. They’d still be provided in
draft form. You won’t have anything that’s final, for
sure.

MS. RUDDERHAM: No, and I think that

that’s fine. I think it still provides value to reviewing
the application and how in fact this deferral account is
meant to be operated, because currently it seems like it’s
a little bit up in the air. We don’t have any policies on
it. We have no guidelines on how it’s meant to operate,
where the parameters are, how something is going to be put
into, categorized as capital, especially where it’s asked
to be expanded to.

I appreciate it is in draft, but if
it’s in draft and all that’s waiting is a signature, it’s

fairly close to finalized.
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THE CHAIR: So, Mr. Furey, we have

requests by the company for the approval of deferral and
variance account, which these accounting policies would
apply. They’re not currently approved, and I guess the
position is we would appreciate the best state that we
have at this point in time to assess the current requests
of the company. What’s your response to that?

MR. FUREY: My only concern, Mr.

Chair, is that I think I disagree a little bit with the
characterization that they are -- they’re sitting there
ready to be signed. My understanding of Mr. McFeters’
evidence earlier today was that they are going through the
process. And so my concern would be that these policies
are put forward to the Board today in draft form, and
coming out of the audit process, they’re just -- and so
what is the Board relying on in its assessment? And it’s
relying on something that is incomplete and has not been
approved. If the Board wants it for information purposes,

I think that’s fair. But I have concerns about what the
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Board can do with it in an unapproved state.

THE CHAIR: Okay. Fair.

MS. RUDDERHAM: Just to clarify, if it

is in fact in such a draft form and it’s not clear how
it’s going to go, the position would be that the request
for this deferral account and the expansion of the
deferral account is premature. So how is the Board meant
to verify whether it should in fact have this account,
which it cannot verify how it’s going to be run?

THE CHAIR: I guess we approved one in

the last application without that, but I take your point.

MS. RUDDERHAM: That was in —--

apologies. It was an interim ---

THE CHAIR: Yes.

MS. RUDDERHAM: --- approval. It

wasn’t a permanent approval.

THE CHAIR: Yes. Okay. Mr. Furey?

MR. FUREY: Regulators, in my -- oh,

sorry, Mr. Chair.
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THE CHAIR: Sorry, Mr. Furey.

MR. FUREY: No. Thank you, Mr. Chair.

In my experience, Mr. Chair,
regulators regularly approve the creation of a deferral or
variance account but retain jurisdiction over issues such
as ultimately approval of what goes in, approval of what
goes out and is charged to ratepayers, carrying costs,
time of recovery. There are all sorts of things that the
Board retains jurisdiction over to apply in a future
decision. It does not need all of those things to be
determined in order to create the account.

THE CHAIR: I think Ms. Nicholson

might want a few clarification questions of the panel in
terms of the state of these documents, if that’s ---

MR. FUREY: Certainly, Mr. Chair.

MEMBER NICHOLSON: Yeah, thank you.

My understanding is that BDO is completing the audit as we
speak. When will that be completed?

MR. JOHNSTON: So we’re hoping to have
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that taken to our Audit Committee in the middle of July.

MEMBER NICHOLSON: Because presumably

they can’t do an audit without accounting policies. So I
assume they will be finalized in relatively short order?

MR. JOHNSTON: So I think what we’re

hoping too, through the process, is obviously if there’s
material feedback from BDO through the audit, to address
that immediately before we get the -- bring them forward.
But yes, obviously for them to do the audit that we have
got the draft policies.

MEMBER NICHOLSON: Right, which will

be finalized relatively soon, theoretically?

MR. JOHNSTON: Yes.

THE CHAIR: Just a moment.

(SHORT PAUSE)

THE CHAIR: I think in the

circumstance, to give some -- at least some inkling of an
idea of how this account might be run, I think it’s

appropriate to have them filed at this point in time as an
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undertaking. We do recognize Mr. Furey’s comment about

the weight that the Board can put on documents that are

not complete, not reviewed, and not kind of gone through
their audit process. So with that, we’ll mark that

request as Undertaking U-7.

UNDERTAKING U-7 - To provide

draft accounting policies

BY MS. RUDDERHAM:

Q. So we’ve spoken about the
development of the accounting policies, and you’ve said
the development of these guidelines are underway. Can you
explain to me what other guidelines or policies are
currently being drafted or being created in relation to
the deferral account?

A. (Johnston) Yes, I think the piece
that we’ve got in place is our accounting policies, and
obviously subject to them being in draft, I think the
piece that is outstanding is then really the mechanics of

how the deferral account will ultimately sort of lay out.
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I think I’ve articulated verbally how that will play out,
but we obviously need to write it down and report.

Q. So currently there’s no dollar
cap that’s proposed on the balance of the deferral
account; correct?

A. (Johnston) That’s correct.

Q. In preparation for the
application for this deferral account, has IESO NS ever
come across any other open-ended deferral accounts that
have been approved by this Board in a similar proceeding?
[3:30:05] A. (Johnston) I’'m not personally
aware of one.

Q. Would IESO NS agree to the
imposition of a hard cap on the proposed variance account?

A. (Johnston) So I think the view of
the IESO that we’ve tried to come across is we believe
that it will become much clearer as time goes on. One of
our concerns, I think, in these early first couple of

years was really just not knowing exactly where things
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were going to land.

To the example that I gave earlier, I
think the risk or the challenge that the IESO has, unlike
other organizations, if something unplanned or unexpected
of materiality happens that we can’t foresee or justify --
can’t foresee, we may find ourselves with significant
costs that we do need to bring forward and, of course,
explain what the variance is and why going through the
deferral process, but it’s very difficult to put a cap on
not knowing what comes in the future.

Q. I'm not sure that answered my
question.

My question was, would IESO NS agree
to an imposition of a hard cap on the variance account
proposed?

A. (Johnston) That is not our
position.

Q. Would you agree that a cap would

allow for more predictability for rates for ratepayers?
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A. (Johnston) Yeah, I fully
understand the position that you’re coming from. I think
our concern would be that if there were a cap and
something unforeseen was to happen, it may leave the IESO
in a position that it’s unable to take on its statutory
mandate and things that would be to the benefit of
customers, and that’s the challenge we’re trying to
navigate our way through.

Q. Would you agree that if something
unforeseen or material came up as you’ve described, IESO
NS could, in fact, apply to the Board for approval of
additional amounts or relief?

A. (Johnston) So I think,
conceptually, that would be an option that’s open to the
IESO. I think our experience today is the timelines for
that process may still leave the IESO in a position that
it’s unable to meet its statutory mandate in terms of
serving customers.

Q. So I'm just trying to understand
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your responses.

Is it IESO NS’s position that the
reason why they should have this deferral account to
capture any and all material cost changes is simply a

matter of timing for the Board to render a decision?

A. (Johnston) Can you explain more?

Q. Maybe I'11 just clarify your
evidence.

You’ve -- I guess it’s IESO NS'’s

position that it’s more appropriate to have this deferral
account to capture any unforeseen material cost changes
rather than applying to the Board.

A. (Johnston) No, I don’t think
that’s our position at all, actually. Like I think our
position is that we’re an independent not-for-profit
organization that looks to prudently put together a plan
and a budget, but reality may happen and may be different
than the plan and budget, and that we would then, of

course, have to come back to the Board to go through an
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appropriate review before that gets passed through to
customers.

Q. So is it IESO NS’s position that
it’s more appropriate to come after those costs have been
incurred rather than before?

A. (Johnston) IESO’s position is
that we should plan prudently and bring our costs before,
but it’s not impossible that something may come up that
requires a response and in which case we then need to come
back and explain our actions afterwards.

Q. And I know we’ve talked about,
you know —-- or my friend had raised some questions about
disallowances. What happens if there are material
unforeseen costs that are applied and put into this
deferral account and the Board finds imprudent? How are
those costs recovered?

A. (Johnston) I think we’re now two
hypotheticals deep. And in our IR response, our view was

that we would have to deal with that when we got to that
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point in time.

Q. What I'm trying to understand is
why it would be more appropriate to put these costs in a
deferral account rather than expect IESO NS to apply to
the Board for interim emergency or additional relief for
these material costs that have arisen that were
unforeseen?

A. (Johnston) That’s certainly not
the IESO’s position that we’re saying that. I think, you
know, the intent, as I said, is always for us to bring our
costs in advance to the Board. But circumstances will
need to dictate in terms of how things play out.

Q. For the permanent deferral
account that’s being proposed, what practices or policies
are currently in place or are currently in development
that will ensure the deferral account will not impact the
stability of rates?

A. (Johnston) So the position from

the IESO has been that we will look to provide a forecast
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to the Board for our revenue year in discussion and that

we will work hard as a leadership team to operate within

that approved budget. And it would only be exceptional

events that should take us materially outside of that.

And as I point to, probably the most
challenging year that the IESO’s had in terms of
uncertainty, which would be year one, we believe that
we’ve done a good job of being able to live within the
revenue requirement that we put forward for approval.

Q. So my question was about the
practices or policies in place.

Do I understand there’s nothing in
writing, then?

A. (Johnston) I was -- that was not
at all what I said. I think I was undertaking to try and
give the broader picture, that the IESO takes very
seriously the process of putting its costs in front of the
Board and then living within those. And to do that, we

have, you know, used the, I would say, fairly traditional
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approach of financial reporting on actuals that we have
approval processes for, for new external spend, we have
approval processes for hiring folks.

And so I think, you know -- again, I
point back to ’"25/’26, as a brand-new organization that
we’re standing up, we showed great discipline in managing
our costs within the approved revenue requirement.

Q. I'm wondering whether the IESO NS
has anything physical, like a physical policy or a mandate
or something like that that would reflect that this
deferral account or the impact, they won’t impact the
stability of rates?

[3:39:42] A. (Johnston) So I think we’ve
undertaken to provide the relevant policies in this space.
I think when you look at the revenue requirement of the
IESO in light of the overall energy revenue requirement
throughout the province, it is a very small proportion, 1
or 2 percent. And so the chance of having a material

impact on customer rates feels unlikely.
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However, if something were to come up
where there was deemed to be some sort of rate impact or
shock, then I think the Board, when it came back to our
time of seeking recovery and approval, would very much be
in the position to defer that over a number of years,
versus immediately in any one year.

Q. Okay. A couple of things to
follow up on. You said that you have undertaken to
provide for all the policies in this sphere. That’s what
you just said. What are you referring to? What
undertaking?

A. (Johnston) So I think the last
undertaking was to provide our accounting policies, and
then I think we have talked about the fact that we will be
providing the variance policy, or the deferral and
variance account mechanism works as part of our next
application.

Q. Okay. So it’s not an

undertaking. It’s going to be filed in a year?
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A. (Johnston) Sorry, I’'m not a
lawyer, but yes, it will be filed as part of our ---

Q. No, I’'m just trying to understand
what you’ve undertaken to give, and I had thought it was
only the accounting policies, but you had said you had
undertaken to provide all policies in this sphere. Are
there other policies that are currently developed that we
haven’t talked about or that, as you said, is in the
sphere of the deferral account that could be given as part

of the undertaking?

A. (Johnston) So I apologize for my
language. I'm not trying to confuse folks or cause
misunderstanding here. The policies that we have are our

accounting policies, and therefore that is the same as
we’ve undertaken to provide all that we have in this
space. We have also agreed, and I was sort of bundling it
in with an undertaking, because to me that’s an agreement
to do, but I recognize that maybe that was the incorrect

language, we have said that we will be providing the
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details around the mechanism as part of our next filing.
Q. Okay. And then the other thing
you indicate is you said you believe that the revenue

requirement, given that it’s 2 percent, I think is what

you said, that it was unlikely to impact rates. Has there
been ---

A. (Johnston) That was not what I
said.

Q. Okay. Well perhaps you can

clarify what analysis has been done in terms of the impact
on rates?

A. (Johnston) So I think your
question was around rate impact and what I was -- and the
stability from, and what I was suggesting is that because
of the overall smaller magnitude of our costs in terms of
the full costs to the energy system, the likelihood of a
rate shock from any item from us is unlikely to be -- is
unlikely to occur, but should it happen, then there would

be an opportunity for dealing with that over a number of
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year period.

Q. So has there been any analysis on
the impact of rates for the revenue requirement currently?

A. (Johnston) So, I mean, what you
will see through the conversations that have been had with
stakeholders to date and through the ongoing permanent fee
discussion, the way that IESO generally pass on their
costs is —---

Q. Just before you go on, the

stakeholder sessions are confidential, are they not?

A. (Johnston) Yes.
Q. Okay. So I just didn’t want to
dive into confidential stuff. I don’t want you to give

evidence that you deem to be confidential.

A. (Johnston) Thank you.

Q. So I'm only asking about what’s
been done in terms of evaluating the impact on rates.

A. (Johnston) Yes, I think what I'm

saying is that our costs will be turned into a cost per
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kilowatt/hour basis, likely. Depends on how the
conversations with the stakeholders, of course, go. And
then how that is then passed on from the load-serving
entities to customers I think is an ongoing conversation.
But most IESOs would not be passing their cost directly to
customers, but through the load-serving entities.

Q. I think my gquestion was what
analysis has been done on the impact of rates? I believe
your answer is that you’ve had stakeholder sessions about
what the permanent fee mechanism is. Are you saying that
there hasn’t been a direct analysis on what the impact of
rates would be based on the revenue requirement currently
before the Board?

A. (Johnston) So until we know what
the -- ultimately what the fee mechanism is and then how
the load serving-entities are proposing to pass that
through to customers, it’s impossible to complete that
analysis.

Q. So we had been talking about the
INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



10

11

12

13

14

15

16

17

18

19

IESO NOVA SCOTIA PANEL 267
Cr-ex, (Rudderham)

deferral account, and in response to an IR from the IG --

I don’t believe we need to bring it up, but it’s Exhibit
N-5, IR-30(a) -- the IESO NS had confirmed that the
subledger template for tracking deferral account balances
has not yet been developed. Is there an update on that?
Has there been any progress on the development of that
template?

A. (Johnston) So I can confirm, as
tied to my other comments, the intention is once we get
through in getting our audited financials for ‘25/’26,
that we’d be looking to get that set up.

Q. I know the evidence is that
currently the account does not have anything in it, but
your anticipation is that it will be a negative -- or a
refund of 300,000. How is IESO NS currently, in real
time, tracking the account balance that’s anticipated to
go in this deferral account? And perhaps this might be
better for Mr. McFeters.

A. (McFeters) So the tracking of the
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balance that will go into such an account comes straight
from the accounting records of the organization. So where
we see 1t as an annual figure, when the annual numbers are
final and audited, it would be after that that an entry
would be recorded to record the balance. It’s not --
there’s no intention to be real-time recording balances in
a deferral account.

Q. So then how are the carrying
costs being tracked?

A, (McFeters) Can I ask maybe just
to make sure I understand what you are referring to when
you say, “Carrying costs”?

Q. Like, the interest. Presumably
there’s loans that were given or funds in order to fund it
up front. So what’s the carrying cost of the funds that
are currently accumulating?

[3:50:00] A. (McFeters) So we have an
undertaking to calculate the weighted average cost of

capital for the organization and return a figure there.
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We’ve also talked that the mechanics, the procedures
associated with the deferral account are still being
documented. And I think it is -- the actual calculation

of interest associated with this balance is still to be
determined as part of those mechanics that are being
developed.

Q. So 300,000 -- and I know we’re
just using these numbers because we don’t have them right
before us -- to the benefit of customers, are you saying
the interest only starts after it’s put into this deferral
account?

A. (McFeters) No, I'm not saying
that right now, because we haven’t actually formulated the
policy and procedures on that -- those mechanics of how
that will work. So I can’t actually answer with, you
know, a definitive answer on how that will work.

Q. And I know I'm asking a lot of
questions about the mechanics of this account and the

accounting is -- I’'m not an accountant, so if the
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questions seem off, that’s probably part of it, but I'm

just trying to understand, I guess, how much is currently

owed then to ratepayers? I know that there’s going to be

a $5 million application for fees, but then there’s $3

million that come off? Like, I'm just trying to

understand how this is being tracked. I’'m having a hard

time following it.

A. (Johnston) So there’s a little
bit of debate and discussion at this end because we don’t
want to mislead folks, and I think the -- our guidance
would be that it’s going to be clearer for everyone for us
to provide that clarity through the documentation that’s
going to come coming forwards. I think the point that I
would want to make sure everyone understands, and the
Board understands, is clearly as the IESO spends money, we
have to finance that. And if we spend less money than we
had intended, then our overall finance costs will be less,
and that therefore all flows back to customers. And so

there is a net benefit to customers that is captured in
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terms of our overall costs, but exactly how that’s going

to look through -- coming through the deferral account, I
think it would be helpful for us to save that for our
documentation.

THE CHAIR: Why didn’t you file that

documentation in your application for approval of the
mechanism?

MR. JOHNSTON: 1It’s a fair question,

and I think the way we thought about this as an
organization standing up was it was important for us to
have the variance account in place to enable us to
recognize that there’s always plusses and minuses in
actuals versus forecasts, but these things needed to be
all dotted out before we came back for recovery of those
costs from customers. And that’s what we’ve committed to
do.

THE CHAIR: So can I characterize what

you’re doing is looking for some sort of an approval in

principle with -- subject to confirmation or the details
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being approved later on?

MR. JOHNSTON: I think as the Board

would always retain that with any other deferral or
variance account, yes.

THE CHAIR: Sorry, Ms. Rudderham. I

always do this to you, and you tell me that was going to
be your next question. So I apologize ---

MS. RUDDERHAM: Yeah, that’s true.

THE CHAIR: -—— in advance for that.

MS. RUDDERHAM: 1It’s true.

BY MS. RUDDERHAM:

Q. It’s building on the Chair’s
question. Why then is i1t appropriate to make this

mechanism permanent?

A. (Johnston) So I think the concept

here was purely one of trying to get to an efficiency

space of recognizing that every year we will put in a

forecast, as best we possibly can, and we will continue to

try and get better at that. But every year, there will be
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some sort of variance, and therefore putting in the
mechanism that’s going to work on an enduring basis is
probably efficient for all people, versus trying to
renegotiate a different mechanism every year.

Q. Maybe not every year, but do you
think it might be more appropriate to have a permanent
mechanism once there’s paperwork and policies and
guidelines to understand how it actually works?

A. (Johnston) I think the position
of the IESO is that we believe in the long run a permanent
application does make sense, as stated in our Application.

Q. Okay. I'm still on the deferral
account, but I want to understand more about how the
prudence review will work, okay? So I'm going to follow
up on some of the evidence that I believe has been given.
So my understanding is that the costs flowing through the
deferral account are going to be subject to Board review
in an annual revenue -- the revenue requirement process a

year later -- the fiscal year later? I see you nodding
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your head.

A. (Johnston) That’s correct.

Q. Okay. And the balance is going
to be trued-up on an annual basis during that application
process? Is that right?

A. (Johnston) So I think what we
said the balance would be trued-up after we get the
audited financials, and then would be brought forward to

the next Revenue Application.

Q. But it’s on an annual basis,
correct?

A. (Johnston) Correct.

Q. Okay. And just to be clear, so

the audit will be completed in July or August of a given

year, correct?

A. (Johnston) That is correct.

Q. Then the Application comes in
October?

A. (Johnston) Somewhere in between
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October and December, correct.

Q. Okay. And so during any given
Revenue Requirement Application, it will be both the
revenue requirement for the forthcoming year along with a
prudence review of actual expenditures under the deferral
account; is that right?

A. (Johnston) That would be my
understanding, vyes.

Q. And then there would be true-up,
so how does that true-up work? Does that get refunded or
charged to customers through the fee mechanism, or is that
separate?

A. (Johnston) So we’re going to have
to figure this out in our next Application, I think would
be the -- but I mean, the way that I would anticipate it
is if our Revenue Application -- so if there was, I don’t
know, minus a million dollars in the revenue -- in the
deferral account and we came in for a revenue requirement

that was deemed prudent for $10 million, then you would
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bring the two together and go -- the net revenue
requirement for that year would be $9 million, with those
two offsetting each other.

Q. How does that work if the
deferral account is recorded by subcategory?

A. (Johnston) I think you’ve
ultimately got to get to the bottom line.

[4:00:24] Q. So there would be funds moved
from one category to another category and refunded through
-- 1it’s not a straight line is what you’re saying? It’s
just total to total?

A. (Johnston) Well, I think -- I
mean, maybe I'm massively oversimplifying this, but of
course there’s going to be puts and takes, no different as
we talked earlier this morning, about ‘25/’26, but you get
to a net position, and you get to a net position on the
overall revenue requirement, and it would seem simple.
There may be a different way to do it, and of course we’ll

deal with that as we get to it, but in the most simplistic
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way, you would true-up where the variance account and the
revenue requirement lands, as approved by the Board, and
that would become the new revenue requirement for that
particular year.

THE CHAIR: Sorry, can I jump in for

-—- sorry, Ms. Rudderham.

MS. RUDDERHAM: Yeah.

THE CHAIR: Mr. Johnston, I think you

alluded earlier that in terms of your recovery mechanism
and how that might apply, and there’s a potential that the

fees might be recovered for more than one load-serving

entity?

MR. JOHNSTON: There’s certainly the
potential.

THE CHAIR: And that the fee, I think
you had -- I thought you said somewhere along the way

today, likely be recovered on an energy basis, cent per
kilowatt/hour -- or the price per kilowatt/hour?

MR. JOHNSTON: That would certainly be
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consistent with most of our prices.

THE CHAIR: And so there’s a potential

that you might over-recover from one load-serving entity
and under-recover from another serving entity under this
mechanism?

MR. JOHNSTON: I think we absolutely

recognize that and there will need to be true-ups
mechanisms tied to that. That was certainly tied into the
materials that we shared yesterday and will bring forward
in due course.

THE CHAIR: Okay. Thank you.

BY MS. RUDDERHAM:

Q. Am I correct that the IESO NS
understands that the entirety of the deferral account
would be subject to a prudency review?

A. (Johnston) So we put some detail
in our Application in Exhibit C-1, Table 5, around how we
would see these costs coming forward.

Q. Do you mind if we just pull that
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up, Jjust so we’re all looking at the same thing?

A. (Johnston) Sure.

MS. RUDDERHAM: Sorry, Mr. Norwood, do

you mind just pulling that up?

MR. MILLIGAN: Yeah, it’s in the

Application and it’s on -- yeah, it’s Table 5. Page 38 1is
the page number on the page. I’'m not sure of the PDF page
number.

MS. RUDDERHAM: I think I just saw 1it.

That’s Table 2.

MR. MILLIGAN: Yeah, keep going down.

MS. RUDDERHAM: Yes, please.

MR. MILLIGAN: Oh, we’re past it, I

think. Yes.

MR. JOHNSTON: So I was really just

sort of -- this sort of maybe has in text what I’ve been
trying to articulate, maybe not very clearly in words, but
if we look at sort of section 3 there, the Variance:

The variance in cost is calculated as the
difference between the cost category 1 [and

INTERNATIONAL REPORTING INC. CERTIFIED COURT REPORTERS



N

10

11

12

13

14

15

16

17

18

19

20

280 IESO NOVA SCOTIA PANEL
Cr-ex, (Rudderham)

Which is actuals versus budget.
Positive variance is obviously the costs were greater and
negative; they would be less. The variance is then
accounted for, brought all together, and brought forward
to the next revenue requirement. And of course that will
ultimately be subject to the Board’s oversight.

BY MS. RUDDERHAM:

Q. And sorry, when you say cost
category 1, cost category 2, are you saying the total
budgeted amount wversus the total actual amount, or the
cost categories that you’ve used in your revenue
requirement?

A. (Johnston) The cost categories

used in the revenue requirement.

Q. Okay. So the nine categories?
A. (Johnston) Correct.

Q. Okay.

A. (Johnston) Just for clarity, I
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think the cost category reference here is tied to the
left-hand column where it lays out at the top of Table 5
the cost categories. So 1 would be the Budgeted Revenue
Requirement and 2 is the Actual Revenue Requirement.

Q. Yeah. And I believe your answer
was that the -- it would be categorized by cost category
as it appears in the revenue requirement?

A. (Johnston) What I was just
reclarifying, and thus why I was wanting to quickly speak
up is that wasn’t -- that was a misrepresentation that I
gave.

Q. Okay. So what you’re saying is
the prudence review, that would be completed at the annual
true-up, I’11 call it, would simply be a comparison
between the budgeted amount and the actual amount but not
based on cost categories as applied for?

A. (Johnston) That would be the
proposal.

Q. I don’t think we need to bring up
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the Board’s decision. When I had read it, it had said a
variance -- for any variance that exceeds plus or minus 10
percent. Am I now understanding that IESO NS interprets
that to mean the total of the budget versus the actual is
going to be reviewed?

A. (Johnston) So you have to
remember that the Board’s decision was received after our
proposal was put forward here.

Q. Yeah. And I’'m asking you today,
what does that look like? What’s your evidence here
today? What does that prudence review look like? I had
thought you had said it’s based on cost category as it
appears it the Revenue Requirement Application. Then you
corrected yourself and said, “No, it’s the total value of
the budget versus the actual.” Then I referred you to the

4

decision that says, “Any variance,” and then you said,
“Oh, well, the Application came afterwards.”

So I want to know what your evidence

is today?
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A. (Johnston) So our Application

came in before the Board’s decision.

Q. Yeah.

A. (Johnston) And our Application
was for the total.

Q. I'm asking for what your evidence

is today? What’s the IESO NS’ evidence today as to what
this prudency review looks like?

A. (Johnston) Today, the IESO hasn’t
changed its position from what’s in its Revenue
Application.

Q. So it hasn’t changed its position
based on the Board’s decision that came in afterwards?

A. (Johnston) For ‘25/'26, we will
of course follow the Board’s position. For our ‘26/'27
Application, this is the position that we’ve put forward.

Q. Okay. So you’re proposing a
change in the prudency review in the currently proposed

deferral account then?
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A. (Johnston) There is no proposal,
I think, on the prudency review at this point in time.

Q. What I'm trying to understand is
what’s changing in the deferral account from the interim
deferral account that was approved by the Board last
fiscal year to what’s being applied for here? I had
understood that the prudency review, as articulated by the
Board of that interim deferral account would apply to the
current on, but what I'm understanding you saying is no,
the 10 percent is not going to be applied to any variance.
It's simply to the total?

[4:09:52] A. (Johnston) I think I'm struggling
with the point that you’re trying to make. So what I'm
saying is at this point in time, the IESO has laid forward
what it believed was the appropriate mechanism for the
deferral of the mechanism going forward. We didn’t have
the luxury, when we put that forward, of the Board’s
position. We’re certainly not going to try and change our

application midway through. And of course, we will take
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that all into account as we come forward with our next
application.

Q. And the IESO had an opportunity
to file a rebuttal to address that, correct?

A. (Johnston) To address what,
sorry?

Q. To address any changes in the
application, anything that came up, or any changes in
relation to the Board’s decision that may be different
from what was applied for?

A. (Johnston) And we have not asked
to change anything.

Q. So is what’s being applied for
different than what the Board decided in that previous
decision?

A. (Johnston) I think I'm struggling
still with your position. I think I’1l1 go back to, like,
we —-- in our best interest, when we pulled our Revenue

Application together, we put our best view forward to the
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Board of what we thought the right thing to do was. At

that time, we didn’t have the decision and our view

overall when we received the decision was that there

wasn’t enough materiality for us to look to change our

application midway through, and so we’ve left our position

as we applied at the time, which was our best view.

Q. Okay. Is there anything from the
Board’s decision that would contradict what is currently
being applied for?

A. (Johnston) I don’t believe so.

Q. I believe your evidence was you
received the decision after you had prepared this
Application and you didn’t see it was material enough to
change. What would have changed, based on the Board’s
decision? I'm just trying to understand what -- whether
the IESO NS is seeking to change the deferral account from
this prudency review that’s been articulated in the
decision?

A. (Johnston) I’'m still struggling
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to see how what we have put forward here is inconsistent
with what the Board’s position was on our ‘25/’26
Application.

Q. I think we can move on, but I was
simply trying to understand how the prudency review that
is proposed to happen and how this true-up would work, how
it’s being proposed by the IESO NS, and I'm not 100
percent clear, because I think your evidence was it’s by
total amount, and then you said, no, it’s by cost category
amount. And maybe it will be clarified when further
guidelines are provided, but I'm not looking to make a
position. I’'m simply trying to understand how the
mechanisms of this work.

A. (Johnston) At least my reading of
the Board’s decision was that:

...IESO...must, in its applications, provide
an explanation for cost category variances

[plus or minus 10 percent]. For cost
overruns, the burden will be on...IESO to
demonstrate that the expenditures were
prudent.

That’s not inconsistent with what
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we’ve proposed in our Application.

Q. What paragraph are you reading
from, from the decision?

A. (Johnston) Forty-nine (49).

Q. Okay. I'm going to just move on.

I'm going to skip around some
questioning because I'm following up on some of the
questions from my friend, Mr. Murphy, and Ms. MacAdam, and
I want to ask some questions about the transition from NS
Power to the IESO.

So just to confirm, just to orient
ourselves, Phase I involves the energy procurement, the
system planning and the generation interconnection

functions, correct?

A. (Milligan) Yes, that’s correct.

Q. And has that phase been
completed?

A. (Milligan) Yes.

Q. What was the date of that
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completion?

A. (Milligan) So the final element
that was not yet completed at the time of our Application,
and I think this was in one of the IR responses, was the
transfer of compliance accountabilities with NERC and
NPCC, and that occurred on February 15th, 2026.

Q. Okay. And then now we’re onto
Phase II, and my understanding is that’s the transfer of
the real-time dispatch operations. Is that correct?

A. (Milligan) Your understanding of
the scope of Phase II is correct, and I think just the one
point I would make, you say we’re into Phase II, and I
would say we’re planning for Phase II, because we haven’t
actually effectuated any transfer of those
accountabilities.

Q. Okay. And then so when you’re
into Phase II, that is the ---

A. (Milligan) It’s not operational.

Q. -—— aspirational Q2 20272 1Is
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that ---
A. (Milligan) Yes.
Q. Am I understanding that correct?
A. (Milligan) You’ve got that right.
Q. Okay. And I believe the evidence
is that IBM, your third-party consultant, has -- am I
correct -- they’ve completed their work and you’re

currently working on the recommendation to your internal
Board? 1Is that right?

A. (Johnston) That would be correct.

Q. So what are those deliverables
that have been received from IBM?

A. (Johnston) So I’d point you to
the response to IR-1 to the Consumer Advocate, where we’ve
included the entire contract and the scope of work for
IBM.

Q. Yeah, and I'm asking you what
have you received? What were the deliverables you’ve

received and are using to formulate the recommendation to
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the Board, not this Board, to the IESO Board?

A. (Johnston) So there’s been a
number of discussions and deliverables provided that is
resulting in us pulling together obviously a paper for the
Board to recommend their position.

Q. I guess what I'm trying to -- 1is
there a report from IBM that outlines their estimation of
timing and of the costs for Phase II?

A, (Johnston) So there will be.
There is input that has sort of come in, and they’re
finalizing a final report on that.

Q. Okay. So the report isn’t
currently finalized, is what you’re telling me?

A. (Johnston) That’s correct.

Q. Okay. And I know there was some
discussion about materiality changes or changes in terms
of costs since the time of the Application. From the
discussions with IBM, or the reports or what have you of

the deliverables, does IESO NS anticipate that the Phase
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ITI costs as currently articulated in the Application are
going to be plus or minus 10 percent of what’s been
applied for?

A. (Johnston) So in the Application,
we were clear that we hadn’t applied for Phase II
implementation costs and we’d need to bring those forward
to the Board separately.
[4:20:00] Q. No, but there is an estimation in
there of what’s to be anticipated?

A. (Johnston) You’d need to point me
to that.

Q. It’s Exhibit B-3 and it has the
Phase II transitional costs. It starts at page 33 of the
Application, but I believe it’s PDF page 34. And it has
the transition cost categories as 1.77 million. Do you
see that there?

A. (Johnston) Yes, so those were
some internal costs, but we also noted in the Application,

I'd need to find it, that our implementation costs are not
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included. So that is not the implementation cost.

Q. No, but I'm asking you, the cost
here, from what you’ve learned from IBM or what you’ve
been working on, does IESO anticipate the cost changing by
plus or minus 10 percent of what’s currently articulated
in Exhibit B-37?

A. (Johnston) For these costs, not
at this stage.

Q. So you say, “Not at this stage.”
When would you know if they were going to be different?
Like, do you mean just as the year plays out?

A. (Johnston) So there’s a few
things that would need to happen. So we’d need to get
approval from the Board of what the plan and the costs
are. As highlighted in here, we have not gone to market
for these costs, and so it will only be at that point that
we would have a clear view of whether there’s going to be
a material change or not to these costs.

Q. And if there was a material
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change, does IESO NS anticipate simply reporting that in
the quarterly reporting, or applying to the Board for
further funding, or some other approach?

A. (Johnston) At this point in time,
as directed by the Board, we would intend to note that in
our quarterly report.

Q. And then it’s recorded in the
deferral account? Is that correct?

A. (Johnston) That would be correct.

Q. And just to be clear, I think
we’ve been using the term, “Material,” and I think that --
I can’t remember the other term that my friend referred
to. Are you basing that on the plus or minus 10 percent
when we’re talking about that?

A. (Johnston) I think this is always
a little bit of a judgment call. As we talked about last
time, there was an 86 percent variance that was $60,000.
But conceptually, I think the 10 percent is a good

starting point.
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Q. So that’s what you’re -- when you
say that, that’s what you’re -- I'm asking you, when you
say those terms?

A. (Johnston) Yeah, and I think what

I was trying to infer is that would be our starting
guiding point, but if it was a cost category that was
$100,000 and it was a $10,000 wvariance, I think at that
point in time that wouldn’t be good use of everyone’s
time.

Q. Okay. Then what would be the
dollar threshold for materiality?

A. (Johnston) It’s a good guestion.
I don’t think I’'ve got that number in front of me right
now.

Q. Okay. And I know we’re awaiting
the accounting policy. Would there be a materiality
threshold within the accounting policy? I know NSPI has a
materiality threshold. I think it’s $250,000. 1Is there

one for the IESO?
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A. (Johnston) Not that would be
included in the accounting policy.

Q. Not included there, but is there
onev?

A. (Johnston) I would expect that we
will have, certainly in our discussions with the auditors,
they will give us a view of what a materiality number is,
yes.

Q. So there isn’t one currently, but
you anticipate there being one by July, is what you’re ---

A. (Johnston) Yes, that is correct.

MS. RUDDERHAM: Okay. And Mr.

Norwood, if you don’t mind bringing up Exhibit N-5, which
is the IESO Responses to the Industrial Group, IR-107?

BY MS. RUDDERHAM:

Q. So here the Industrial Group
asked about whether:

...the IESO-NS and NSPI [had] prepared a
transition term sheet with milestones,
decommissioning dates, data handover[s, et
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ceteral? [And] [1]f so, [to] provide
[that]. [And] [i]f not, on what basis can
the Board and ratepayers be confident of the
transition and avoidance (or minimization)
of cost duplication?

You see that question there?

And if you don’t mind scrolling down

to the answer? So the first sentence there says:

Exhibit A-1 and B-2 do not identify
duplication risks between IESO Nova Scotia
and [NS] Power [-- or Nova Scotia Power].

Has IESO NS prepared any document

which identifies where there might be a heightened risk of

duplication of costs?

A. (Milligan) We have not.
Q. Are you intending to?
A. (Milligan) I think if it’s

helpful, the basis on that initial statement there around
those exhibits and any duplication risk is that the -- and
certainly I’11 speak specifically about the Phase I
transition, the accountabilities that are being

transferred are gquite clear underneath the NERC functional
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model, and so there are those roles inside of the NERC
functional model that exist in all power systems, and we
have assumed the roles for resource planner, transmission
planner, planning coordinator for Nova Scotia Power. They
have deregistered from those roles. And so there was a
clear transfer of that function as part of the Phase I
transition.

Q. Now, the next sentence says,

\ ”

‘...there is no commercial term sheet per se...” Is there
something akin to a commercial term sheet? Or what is
this referring to?

A. (Milligan) I think the response
goes on to reference the More Access to Energy Act.

Q. So IESO NS is just simply
referring to the IESO -- or the More Access to Energy Act
framework? Is that what you’re telling me?

A. (Milligan) And in particular, the

objects under, I think it’s section 9, yes.

Q. Okay. Now, is there currently,
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or 1s there intended to be, any sort of document with the
milestones in terms of the next steps for Phase II of the
transition, what needs to be accomplished, when, that’s
shared with Nova Scotia Power?

A. (Milligan) And so part of the
development work for Phase II would certainly require a
detailed project plan, and Nova Scotia Power, being a key
participant in that transition, would also participate in
that project plan. That’s maybe akin to what you’re
asking about.

Q. And so when is that being
developed then? Just through IBM? 1Is that the work that
they’re doing or is that work that’s to come out of the
consulting with IBM?

A. (Johnston) Yeah. So the work
with IBM is very much focused on what does the long-term
roadmap look like and what the overall costs would be, but
as we move from concept or planning to implementation,

there will be a much more detailed plan that will need to
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be pulled together that would have more granular

milestones for sure.

Q. So is that currently underway
then, or is that going to happen at some point this year?
Just trying to understand ---

A. (Johnston) So that will be a
piece of work once the approach is approved.

Q. And so is that a document that
will be, I guess, shared with or confirmed through the

Joint Transition Committee?

A. (Johnston) I would expect so,
yes.

Q. Okay. I believe in your evidence
earlier you had indicated that -- I think it was in

questions in relation to the legal costs and that there
were increased legal costs, I thought you had indicated,
in relation to agreements with NS Power. Am I correct?
Has there been agreements with NS Power in relation to the

transition?
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[4:30:39] A. (Johnston) So yes, there have

been agreements with NS Power around confidentiality,
transition of resources, but I also mentioned many other
parties that we’ve had legal agreements with.

Q. Yeah, and I was Jjust curious as
to what those agreements with NS Power were. I’'m just
trying to understand the transition process, but I believe
you’ve answered that.

Is there currently any form of the
project plan in existence right now?

A. (Johnston) There is no approved
project plan, no.

Q. And am I correct that it’s the
IESO NS who would take first pen at that plan, or is it
NSPI?

A. (Johnston) It would be the IESO
but with input from NSPI.

Q. Okay. I wanted to ask a couple

of questions about the NB Power -- the Rigs Project, and I
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know there was some questions asked earlier. So we’re

trying not to duplicate, but in terms of that project, has

the -- there’s been Board approval in New Brunswick,
correct?
A. (Milligan) Yes, that’s correct.
Q. And do I understand correctly

that the project isn’t currently underway, correct? It’s
been stalled?

A. (Milligan) I don’t think I would
agree with that characterization.

Q. Okay. 1Is there any issues in
getting that project off the ground currently that the
IESO NS is aware of?

A. (Milligan) My understanding would
be that there’s no outstanding -- that there are still --
there’s work underway, i1f that’s the question you’re
asking, Ms. Rudderham. I’'m not sure how to be more
specific than that.

Q. Is the completion date -- what’s
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the completion date currently, a status update on that?

A. (Milligan) Yeah, it’s Fall of
2028.

Q. Okay. So it’s still the Fall of
2028.

In terms of the final agreement with
NB Power, 1is there a share fix amount on the project
similar to what would have been in existence for the
Maritime Link Project, the arrangement for the Nova Scotia
versus the NB portions of it?

A. (Milligan) You might have to help
me a little bit, Ms. Rudderham. I’'m not sure what you
mean by a share fix agreement.

Q. Is there a mechanism that caps or
that shares the financial risk as between Nova Scotia

ratepayers and New Brunswick ratepayers?

A. (Milligan) And so I think -- T
mean, there are -- it is a different structure than a
capital application being undertaken by -- a capital
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project being undertaken by a utility in the form of the
fact that there are tolling agreements in place with --
between New Brunswick Power and a third party. And so I
think the mechanism you’re referring to would not apply in
that circumstance.

Q. The Tolling Agreement has been

completed, I think was your evidence earlier. Am I

correct?

A. (Milligan) Yes.

Q. Has that been filed?

A. (Milligan) No.

Q. Does the IESO NS intend on filing
one with the Board?

A. (Milligan) So as an energy

resource cost, that would be filed under section 30 of the
More Access to Enerqgy Act.

Q. So you’re saying when the IESO NS
applies for that cost recovery mechanism, or when will it

-— timeline-wise, when will we see that?
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A. (Milligan) So the timeline hasn’t
been determined when an application will be made for the
recovery of energy resource costs.

Q. Can you file it as part of -- as
an undertaking to this proceeding?

MR. FUREY: It has nothing to do with

this proceeding, Mr. Chair. There are no costs other than
the cost of negotiating the agreement that this panel has
already referred to. The costs that will flow from that
Tolling Agreement are not before the Board today.

THE CHAIR: And what’s the relevance

to this Application?

MS. RUDDERHAM: It’s an assessment of

risk. I’'m just trying to understand what the risk is here
to ratepayers, and there’s currently and there has been --
and I apologize, I can’t remember the exact cost that has
already been included in I thought it was the 2025/2026
revenue requirement and then will be included. There’s

additional costs for the legal in this one. So I'm just
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trying to understand the risk to ratepayers that

additional costs could arise and may or may not be

included in this permanent deferral account that is now

anticipated to include both capital and any material

unforeseen costs.

THE CHAIR: So at least as I

understand it and as I understand Mr. Milligan’s response,
those costs —-- the recovery of those costs would need to
be approved by the Board under section 30. So at some
point in time, there’s going to be an application,
presumably under section 30, where those costs would be
subject to review.

I'm just a little concerned about
getting ahead of ourselves.

MS. RUDDERHAM: And I do have

questions -- and maybe it’1ll clarify it. There’s two --
as I understand it, two cost recovery mechanisms that are
going to be brought before the Board, one 29, which is

what we’ve been discussing today, and then one is 30,
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which would relate to these tolling agreements.

Currently, I don’t understand how it’s being tracked in
terms of in the deferral account or in the everyday
accounting, for how these costs are being incurred and
then being put into the revenue requirement, because I had
thought that what was said was the full 5 million or 5.3
million that was in the revenue requirement last year
would be put into this cost recovery mechanism as being
applied for later this year, but in that total amount, I
had thought it included costs in relation to this RFP and
Tolling Agreement.

THE CHAIR: My understanding is it

includes the company’s costs relating to working on the
RFP but not the resource contract itself.
Is that correct, Mr. Milligan?

MR. MILLIGAN: That’s correct, Mr.

Chair.

MS. RUDDERHAM: Okay. If there’s no

-- okay, we’ll clarify that later.
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I am cognizant of the time. It’s
4:38. I don’t think I'm going to finish in 10 minutes or
20 minutes. I’'m wondering if the Board would want to
break for the day and then come back next Thursday?

THE CHAIR: Yeah, seems likely we’re

going to have come back anyway. I understand there are
some questions for Doane Grant Thornton as well. Another
panel that hasn’t even started yet, and so we still have
to get through.

I’11 just canvass the room, though.

In terms of questions for IESO Nova Scotia, is there
anyone left who intends to ask questions who hasn’t yet,
other than Board counsel?

All right. So after you, I guess
it’11 be Board counsel, and then the Board’s questions,
and then we move on to Doane Grant Thornton. I don’t
think we’1ll take the full day, by any stretch, but I think
it will be more than a couple of hours to go still. So if

now i1s a convenient time for you to break in your
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questions, we can do that, but I'm prepared to go for a

few more minutes if there’s a more convenient spot for you
to break at.

MS. RUDDERHAM: I have a couple quick

topics, if that’s helpful. I can do those for a little
bit longer, if that’s what you’re referring to? I would
be switching topics at this point.

[4:40:01] THE CHAIR: Yes, so we might as well

break, then, if that’s the case.

MS. RUDDERHAM: Okay, yeah.

THE CHAIR: Okay.

Mr. Furey, do you have anything to ---

MR. FUREY: Only this, Mr. Chair. And

I was going to say that the panel has indicated to me that
they would be prepared to sit as long as it takes tonight
to finish. They have an interest in finishing. But I
think that ship has sailed, from what I’'m hearing.

The only concern I have is that the

panel understands its obligation not to discuss its
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evidence with anyone other among -- other than among

themselves, but they do have a business to run between now

and next Thursday that would typically involve meetings,

in particular with the general counsel. And I just wanted

to advise the Board that those meetings will take place,

but the panel understands its obligation not to discuss

its evidence.

THE CHAIR: And I don’t think there’s

any concern with that, Mr. Furey.

No concerns from anyone in the room
about that? No.

Thank you for raising that, though,
Mr. Furey. Appreciate it.

Okay. With that, we’ll adjourn and

MR. MAHODY: Mr. Chair?

THE CHAIR: Yes?

MR. MAHODY: Sorry. Just one other

point. The Board Order had made some reference to the
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potential for there to be oral submissions, and I just
wanted to raise for your consideration and the parties
that in the event thought was still being given to oral
submissions next week, there are undertakings that have
been given today, in the event that the Applicant, for
instance, wanted to make oral submissions next week, they
would have to be fulfilment of those undertakings, and
there could well be others next week, I suppose, but just
so we’ve touched on that issue.

THE CHAIR: With the undertakings, I

think it does make oral submissions problematic in the
timeframe that we have allotted, and I'd be a bit
reluctant to set new dates for something further, unless
the parties are hell-bent on oral submissions?

MR. FUREY: I would say we are not,

Mr. Chair.

THE CHAIR: All right. Well, it

sounds like we’ll scuttle that thought, Mr. Mahody, and

we’ll deal with a timeframe for the filing of undertakings
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and closing submissions next week when we meet again. But
I appreciate you raising that. Thank you.
All right. So with that, we’ll
adjourn and we’ll see everyone next -- the 25th, T believe
it is. And we’ll start at 9 o’clock.

Thank you.

-—-- Upon adjourning at 4:42 p.m.
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