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          (9 h)

          L'AN DEUX MILLE TROIS (2003), ce dix-neuvième (19e)

          jour du mois de novembre :

          PRÉLIMINAIRES

          LA GREFFIÈRE :

          Audience du dix-neuf (19) novembre deux mille trois

          (2003), dossier R-3492-2002, Phase 2. Demande du

          Distributeur relative à la détermination du coût du

          service   Hydro-Québec.

          Les régisseurs désignés dans ce dossier sont monsieur

          Normand Bergeron, maître Marc-André Patoine et

          monsieur Anthony Frayne.

          Le procureur de la Régie est maître Richard Lassonde.

          La requérante est Hydro-Québec, représentée par

          maître Éric Fraser et maître Jacinte Lafontaine.

          Les intervenants sont :

          Association coopérative d'économie familiale de

          Québec, représentée par monsieur Vital Barbeau et

          monsieur Richard Dagenais;

          Association de l'industrie électrique du Québec,

          représentée par monsieur Jacques Marquis;

          Association des gestionnaires de parcs immobiliers en
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          milieu institutionnel, représentée par monsieur

          Gilbert Desmarais;

          Association des redistributeurs d'électricité du

          Québec, représentée par maître Marie-Claude Perron;

          Association québécoise des consommateurs industriels

          d'électricité et Conseil de l'industrie forestière du

          Québec, représentés par maître Guy Sarault;

          Fédération canadienne de l'entreprise indépendante et

          Union des municipalités du Québec, représentées par

          maître André Turmel;

          Fédération des commissions scolaires du Québec,

          représentée par maître Pierre Bérubé;

          Gazifère inc., représentée par maître Louise

          Tremblay;

          Gazoduc TransQuébec & Maritimes inc., représentée par

          monsieur André Beaulieu;

          Grand conseil des Cris (Eeyou Istchee) et

          Administration régionale crie, représentés par maître

          Johanne Mainville;

          Groupe de recherche appliquée en macroécologie,

          représenté par monsieur Razi Shirazi et monsieur

          Jean-François Lefebvre;

          Option consommateurs, représentée par maître Yves

          Fréchette;

          Regroupement national des conseils régionaux de

          l'environnement du Québec, représenté par maître

          Pierre Tourigny;

          Société en commandite Gaz Métropolitain, représentée
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          par maître Jocelyn B. Allard;

          Stratégies énergétiques et Association québécoise de

          lutte contre la pollution atmosphérique, représentées

          par maître Dominique Neuman;

          Union des consommateurs, représentée par maître

          Claude Tardif;

          Union des producteurs agricoles, représentée par

          maître Marie-André Hotte.

          Y a-t-il d'autres personnes dans la salle qui

          désirent présenter une demande ou faire des

          représentations au sujet de ce dossier? Je

          demanderais par ailleurs aux parties de bien

          s'identifier à chacune de leurs interventions pour

          les fins de l'enregistrement. Merci.

          LE PRÉSIDENT :

          Bonjour à tous. Bienvenue à cette dernière journée

          sur le thème 1. Avant de passer la parole à maître

          Turmel, peut-être un petit aménagement au calendrier

          qu'il faut prévoir. Nous avons reçu une demande

          d'Option consommateurs de participer au contre-

          interrogatoire du panel 3 de vendredi. Vendredi est

          déjà une journée très chargée.

          Nous devons donc prévoir que si, comme nous ne

          pensons pas terminer beaucoup plus tard que dix-sept

          heures (17 h) vendredi, advenant que la journée, ça
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          dépasserait, il faut prévoir que mercredi prochain,

          mercredi le vingt-six (26), il pourrait arriver que

          le panel soit obligé de revenir. Et advenant que...

          Je sais que... Dans une perspective que... Ce qui

          risquerait peut-être de revenir, c'est les questions

          de la Régie, j'imagine. Je ne sais pas.

          En fait, Maître Fraser, c'est assez difficile, c'est

          un contre-interrogatoire, on veut bien gérer le temps

          serré, mais il faut... c'est difficile, c'est juste

          une possibilité qu'il y ait en début de matinée

          mercredi le vingt-six (26), nous soyons obligés de

          compléter. Advenant que ça a un impact pour votre

          préparation pour la plaidoirie, les plaidoiries se

          feront au début de la semaine suivante, le premier

          (1er) et le deux (2). Mais on jaugera ça, je peux

          vous dire. Mais je veux simplement que d'ores et déjà

          vous prévoyez que le panel pourrait être obligé de

          revenir le mercredi, qu'il soit disponible. C'est le

          message de ce matin. Puis qu'à ce moment-là, on

          aménagera, là, en vertu des conséquences.

          Me ÉRIC FRASER :

          Écoutez, il n'y a aucun problème. On fera preuve de

          toute la flexibilité nécessaire pour venir à bout de

          la Phase 2. J'aurais peut-être un dépôt d'engagement.
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          LE PRÉSIDENT :

          Excellent! Oui.

          Me ÉRIC FRASER :

          Engagement numéro 7 qui sera déposé comme pièce

          HQD-13 document 6.6. Il s'agissait, je crois, d'un

          engagement suite à une question de Stratégies

          énergétiques : vérifier les orientations annoncées

          par le ministre des Ressources naturelles et qui

          étaient mentionnées dans le Plan stratégique.

          HQD-13 doc.6.6 :    Réponse d'Hydro-Québec à

                              l'engagement numéro 7.

          LE PRÉSIDENT :

          Maître Turmel.

          Me ANDRÉ TURMEL :

          Merci, Monsieur le Président. Bonjour aux membres du

          banc. Juste sur les derniers commentaires quant au

          vingt-six (26). Si jamais ce report subvenait, moi,

          je peux déjà vous dire que je trouve excellente

          l'idée de reporter les plaidoiries au premier (1er),

          deux (2) décembre, même si ça ne survenait pas, même

          si le vingt-six (26) demeurait libre, parce que ça

          nous donne plus de temps pour nous préparer, donner

          une meilleure prestation, le cas échéant.

                               - 10 -

          R-3492-2002                             PRÉLIMINAIRES

          19 novembre 2003

          Volume 24

          Alors donc, bonjour, nous sommes donc prêts ce matin

          à présenter en preuve le témoignage de l'expert,

          monsieur Mark Drazen. Je vais identifier les pièces

          que nous allons utiliser, même si j'ai déjà pris de

          l'avance avec madame la greffière. Elle a déjà tout

          pris en note, a déjà tout passé les documents. Mais

          pour les fins de la sténographie, je vais réitérer.

          Donc, nous avons, nous allons coter la preuve de

          monsieur Mark Drazen que celui-ci a déposé dans le

          cours de l'audience comme étant la Coalition-17.

          C'est la preuve qui était déjà au dossier.

          COALITION-17 : Preuve de monsieur Mark Drazen.

          Nous allons coter le c.v. de monsieur Mark Drazen

          qu'on vous a remis ce matin qui est trente (30) pages

          d'expériences, comme étant Coalition-18.

          COALITION-18 : Curriculum vitae de monsieur Mark

                         Drazen.

          De plus, nous avons remis ce matin la présentation

          Power Point que monsieur Drazen va présenter ce matin

          et que nous coterons sous la Coalition-19.

          COALITION-19 : Présentation Power Point par monsieur

                         Mark Drazen.
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          Nous avons également remis un document intitulé

          « Cost allocation and affiliate transactions a survey

          and analysis of state cost allocation issues and

          transfer pricing policies », document préparé par

          Deloitte & Touche Public Utility Group, document

          américain, daté de juin mil neuf cent quatre-vingt-

          dix-neuf (1999). Ce document vous est remis puisqu'il

          s'agit d'un complément de réponses de monsieur Drazen

          à la question 4.1 d'Hydro-Québec Distribution. Et

          dans cette réponse-là, il faisait référence à ce

          document que l'on vous fournit ce matin parce qu'on

          ne pouvait pas l'avoir auparavant. On le remet ce

          matin. Donc, ce document sera coté sous Coalition-20.

          COALITION-20 : Cost allocation and affiliate

                         transactions a survey and analysis of

                         state cost allocation issues and

                         transfer pricing policies, document

                         préparé par Deloitte & Touche Public

                         Utility Group, Washington, daté de

                         juin 1999.

          Enfin, nous avons également déposé un document

          émanant de la Société canadienne d'habitation et de

          logement, la SCHL, intitulé « Perspectives nationales

          du marché de l'habitation » dont nous avons parlé

          hier. Mais, là, ce matin, on n'a pas un article de

          journal, on a ce qui vient de la SCHL, ce qui a été
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          glané sur son site. Et donc, ce document sera coté

          comme étant Coalition-21.

          COALITION-21 : Perspectives nationales du marché de

                         l'habitation.

          Alors, Madame la greffière, si vous voulez

          assermenter le témoin.

                     _____________________

          (9 h 15)

          IN THE YEAR TWO THOUSAND AND THREE, on this

          nineteenth (19th) day of November, CAME AND APPEARED:

          MARK DRAZEN, consultant in energy and regulatory

          economics, Drazen Consulting Group Inc., 8000,

          Maryland Avenue, St. Louis, Missouri, U.S.A.;

          WHOM, after having made a solemn affirmation, doth

          depose and say as follows:

          EXAMINED BY Me ANDRÉ TURMEL :

   1  Q.  So in order, Mr. Drazen, for the Régie to recognize

          you as an expert in regulation of public utilities, I

          would ask you first if you could briefly explain your

          experience in the related matters in which we are

          implied today.
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      A.  My experience?

   2  Q.  Yes.

      A.  Well, you filed the thirty-seven (37) pages of

          testimony that I have prepared in the past.

   3  Q.  Okay.

      A.  And it's somewhat embarrassing to say that I've spent

          all that time dealing with the subject.

   4  Q.  Okay.

      A.  But I've done this since nineteen seventy-two (1972)

          all over the United States and Canada.

   5  Q.  Okay. I understand that you came before the Régie, or

          you did come before the Régie in nineteen ninety-nine

          (1999); was it the year?

      A.  I believe so, it was an application by Gaz Métro.

   6  Q.  Okay.

      A.  And I also did some work for the Régie in terms of

          regulatory principles and for the Ministry of Natural

          Resources.

   7  Q.  Okay. So I would ask the Board to recognize Mr.

          Drazen as an expert in public utility regulation.

          LE PRÉSIDENT :

          Avez-vous des commentaires?

          Me ÉRIC FRASER :

          Hydro-Québec n'a aucun commentaire, aucune objection.
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          LE PRÉSIDENT :

          Merci. Y a-t-il quelqu'un dans la salle qui aurait

          des commentaires? We recognize you like an expert in

          regulation in public utilities.

          Me ANDRÉ TURMEL :

          Thank you.

          Mr. MARK DRAZEN :

      A.  Merci.

   8  Q.  Mr. Drazen, I understand that you filed the evidence,

          quoted as Coalition-17, and you also filed this

          morning, putting aside your C.V., the Power Point

          presentation as Coalition-19.Were all those documents

          prepared by yourself or under your supervision?

      A.  Yes, they were.

   9  Q.  And does that represent your evidence?

      A.  Yes.

  10  Q.  Before beginning, do you have any corrections that

          you want to make to your evidence that was already

          submitted?

      A.  No.

  11  Q.  Okay. So now I would ask you to begin your

          presentation, and we're going to use the Power Point

          presentation. Maybe we could... on pourrait peut-être

          fermer peut-être une ou deux lumières? Merci.

      A.  Okay, the first slide is simply a list of the

          Coalition. And then, we move on to the question of
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          what the purpose of the hearing is. It is much the

          same here as it is in other applications, which is to

          determine the reasonable level of costs for setting

          rates.

          What is new here is that this is the first

          application by Hydro-Québec Distribution, and in

          fact, Hydro-Québec Distribution is in effect a new

          entity. In this respect, it is similar to the

          situation elsewhere where integrated utilities have

          been de-integrated or unbundled into production,

          transmission, and distribution entities.

          In some cases, like here, they still remain part of

          an integrated company, and that is similar also in,

          say, New Brunswick, in British Columbia, in

          Saskatchewan, and in Manitoba. In other places, they

          have been actually corporately separated. Alberta is

          an example of that, also several utilities in the

          United States of which I gave examples. In those

          cases, the integrated utility sold its generation to

          other parties and became just a transmission and

          distribution utility, and the transmission utility,

          the transmission portion, has an open-access tariff

          that then will become, at some point, a part of the

          regional transmission organization.

          So we are dealing with old issues but in a new
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          setting. It's new in Quebec and it's new, somewhat

          new in the industry. The goal is to determine the

          reasonable level of costs, and therefore we have to

          say, well, how do you determine "reasonable"?

          Reasonable compared to what?

          Now Hydro-Québec has done a very good job of

          explaining why all of its costs are reasonable. And

          this is no surprise, I've never heard a utility that

          didn't say its costs were reasonable and didn't say

          that it was as efficient as it could be.

          So the regulator and the intervenors always have the

          problem of evaluating those claims. And the basis for

          the evaluation, as I suggested, is first to analyze

          each item specifically, to look at what the utility

          is doing, to ask how the forecast was made, to ask

          what the activity is that is driving the cost.

          One can also compare the costs to previous years, and

          here we have a comparison of the projected two

          thousand and four (2004) costs relative to those two

          thousand and one (2001) and two thousand and two

          (2002). Now, that comparison is somewhat complicated

          by the fact that the statement of costs for the

          earlier years is somewhat of an accounting

          construction. HQD did not exist as a separate entity

          at that point, and the accounting, as the Distributor
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          itself notes, had to be adjusted as if the current

          structure were in place.

          Once we have some history, it's also possible to do a

          comparison of the forecast with previous forecasts.

          An example of this is in Alberta, where they use a

          projected or a forecast test year, and over time, the

          Alberta Energy Utilities Board has been able to say:

          "We have looked at forecasts you made in the past

          several years and we have found that on average the,

          let's say the forecast of additional investments is

          overstated by two percent (2%)", to illustrate. "So

          based on that, we look at your forecast in this case,

          and we also decide to adjust it to reflect to that

          potential for over-forecasting."

          Finally, one can look at the cost levels of other

          utilities to say what is the cost of providing the

          service here compared to the cost elsewhere. And I

          think, as Ms Lapointe pointed out, utilities are

          different, so the direct cost comparison can be

          somewhat different. That is not to say that it cannot

          be made, but that one has to evaluate whatever

          differences there are.

          But the other point -- and I think this is more

          important -- is to look at the cost trends of other

          utilities. So you may have another utility that is,
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          for whatever reason, more expensive or less expensive

          on a direct comparison with Hydro-Québec, but you say

          this utility has been able to reduce its costs over

          time, and it's that cost trend that becomes

          important. Because what we are really trying to

          evaluate is what is the ability of the utility

          management to do what the name implies, which is

          manage the costs.

          So again, the four bases for evaluation, given that

          this is an application of the first instance, as far

          as the Distributor before the Régie, it will take

          time for the Régie and the intervenors to build up a

          knowledge base that is necessary to become more

          effective in regulation. It is a learning process,

          and it is a learning process for everyone -- after

          thirty something years, I am still learning how to do

          it.

          So, next, the forecasting issues, when you have a

          forecast, two basic questions are, first : Is the

          starting point reasonable? Any forecast proceeds from

          a base year. Here, the only historical data we have

          are two thousand one (2001) and two thousand two

          (2002), part of two thousand three (2003), but at the

          time the application was made, that was maybe half a

          year, so even two thousand and three (2003) would be

          largely a forecast.
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          And then: How are forecast numbers derived from the

          base data?

          Now what we will find is that the actual results will

          always vary from the forecast. Over the years, we

          have been asked to make forecasts for various

          clients, and my explanation always is, "Remember, the

          forecast we give you will be wrong. And if it is

          right, by some chance, it will be right for the wrong

          reasons."

          But that just means that a forecast tells you what

          might happen, and especially for a utility facing the

          potential for higher costs, the forecast might be

          looked at as a way of saying what will happen if we

          continue business as usual. And then, it is the job

          of management, and to some extent of the regulator,

          to say: "Well, we want you to make the results

          different than they would have been."

          Every business is the same in this respect, and I

          think human nature is always the same, that we expect

          tomorrow to be somewhat like today, only more so. And

          the challenge of business in a... in the current

          economic environment especially, is to say: "We can't

          assume that tomorrow should be like today, we have to

          make things better."
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          And, in part, the fact the forecast will not be

          totally accurate, as it cannot be, is reflected in

          the fact that there is a risk premium given to the

          utility, that the equity return is higher than the

          risk-free rates, and therefore the fact that the

          costs, some costs might be higher is already

          compensated for in the risk premium.

          In the issues that are analyzed in my evidence, the

          revenue forecast, the total salaries, profit sharing

          and bonus payments, shared services costs, corporate

          costs and finally the benchmarking. I'll get to these

          individually.

          First, a general comment that we're trying to look at

          the Distributor as a separate entity, and separation

          of the Distributor from the other entities from the

          Production and from TransEnergie should create, at

          least in the long run, more transparency, that we'll

          be able to look at the cost of one distributor versus

          another distributor. In the past, if one tries to do

          a comparison of total costs, one could say: Well,

          Hydro-Québec is a hydro based utility, you cannot

          compare that to, let's say, Nova Scotia Power, which

          uses oil, or to the Alberta utilities which use coal.

          Once you separate the supply cost and the

          transmission cost from the distribution cost, it
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          should become easier to compare the cost for

          benchmarking purposes.

          In a short term, though, this complicates regulation,

          because you have a much greater potential for cross-

          subsidization. This is particularly true when you

          have one part of the organization being non-

          regulated, as is Production here, and part being

          regulated, as TransEnergie and the Distributor. So

          you'd have to worry about the incentive, if you will,

          for the cost analyst to say: Let us assign such and

          such a cost to distribution, because we can recover

          there from the customers, whereas if we were to

          assign it to production, we are at the mercy of the

          market.

          Second and related is that there's, you really don't

          have independence of the different parts. You

          don't... I don't know what happened, has happened or

          will happen here, but if the Distributor were really

          independent of TransEnergie, then you'd expect to see

          the Distributor in the TransEnergie application

          arguing against it. We saw this in Alberta, that

          originally the utilities were integrated prior to

          nineteen ninety-six (1996), and then they became

          functionally separated, and the utilities filed for

          increases, at that time, generation was still

          regulated in a certain way.
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          But the distributors did not have any arguments with

          the transmission administrator. In effect, the head

          of one of distribution units was also the head of the

          transmission administrator, which suggested that

          there was not total independence. The gentleman's

          name was Mr. Becket, who is a very fine gentleman,

          but it was easy to imagine that when Mr. Becket, the

          Distributor, had sat down with Mr. Becket, the

          transmission administrator head to negotiate a

          contract, it was a very short negotiation.

          Once the separation became much more real and they

          had an independent transmission administrator,

          suddenly you saw the distributors more active in the

          transmission administrator rate case. The fact that

          HQD is separate but not really separate means that's

          is not a real world environment. Similar to what I

          just said, you don't see in the regulatory aspect,

          you don't see it in the business aspect, does the

          management of the Distributor really feel the

          pressures that you would feel if it were separate

          company. And the answer is no, as we shall see.

          And finally, because it's a separation that's new, we

          don't have any complete history of separate costs.

          So, the lack of what I call the "real world pressure"

          is evidenced in the fact that the claimed revenue
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          deficiency in two thousand and one (2001) was eight

          hundred million dollars ($800 M), and this case it's

          four hundred and ninety-two million dollars ($492 M).

          So the question you have is: What changes would the

          Distributor have made if it were truly a separate

          company.

          There's a word, a special word for companies that

          have tremendous losses and don't do anything about

          them, and that word is "bankrupt". And there's a

          special term for the management of such companies,

          and that term is "replaced".

          Well, the management of Hydro-Québec I don't think

          can be faulted for saying: "We'll take advantage of

          the part being part of the total", but it means that

          you don't have the same pressures that would have. In

          effect, what you have is Hydro-Québec, the

          Distributor, operating under the umbrella, if you

          will, of total Hydro-Québec, so the forecast is even

          though the Distributor shows a loss for two thousand

          and three (2003) and losses for the previous years,

          the profits on the other parts more than make up for

          it. In effect, are a very comfortable umbrella to

          protect Hydro-Québec from the rain or even the hail

          of the losses that are claimed.

          So this will bring us to the context for evaluation.
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          As I said, never was there a utility that came into

          an application like this and told that the regulator,

          he was inefficient. By the same token, those same

          utilities would come back to regulator and say: "We

          would like a performance-based regulation scheme, and

          if you give us that, if you give us the right

          incentives, we can become more efficient". So here

          you have the paradox that they were already efficient

          but they can become more efficient.

          So the context of evaluating, this is to say, first

          of all, utilities can cut costs -- and we'll have

          examples of utilities that have done so. It's the job

          of the management to figure out how to do that, that

          is why they're paid the salaries that they're paid.

          And now and then, I will testify and somebody will

          say: "Well, can you tell us how to do it?"  And I'll

          say: "Well, I'm not the management, I'm just a hired

          gun, if you will, a consultant, you know. You have

          consultants that can do that for you, but if you look

          at the salaries that the management is paid, they're

          being paid for something, not just for watching the

          numbers, but for managing them.

          The important part too is that the Regulator can

          provide us a large stimulus in order to make this

          happen. Now the Regulator is at somewhat of a

          disadvantage as are the interveners because we never
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          have complete information, utility has more

          information than the Regulator, utility has more

          information than the interveners. And also human

          nature being what it is, the utility management

          doesn't always realize it's own potential. That's not

          a criticism, no one realizes his or her full

          potential until the need, the exigency arises. So

          what we've seen for a lot of utilities is that they

          found ways to cut costs after there was a pressure to

          do so.

          I picked some examples of utilities. The first three

          utilities I chose, for the reason that the

          Distributor identified these as a model for the

          development of the Centre for Shared Services.And

          then I picked the other two, Ameren in Missouri,

          that's my home utility, because it was a example of

          utility that was doing well and found ways to do

          better. And then Bangor Hydro, which is a subsidiary

          of Emera, which owns Nova Scotia Power, I think, as

          examples something where there was more of a need and

          a even larger response.

          So these are... what I have shown here is not great

          detail but some excerpts from the utilities own

          reports as to what they've done.

          So Dominion Resources, this is the parent of Virginia
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          Electric & Power Company. It's a major utility in

          Southeastern United States. It also acquired a gas

          company, and basically what they said is -- I won't

          read it, it's all there, as well as the website

          address if anybody wants to check the full document.

          The point is this was in two thousand and two (2002),

          and they said: "We will reduce the company's

          workforce".  I think the reduction was about five

          percent (5%). Next slide.

          Then, in two thousand and three (2003), they came

          along and said: "Well, the first time, in effect, it

          was not enough, now we're going to reduce some more

          positions". And I think what was interesting here is

          that they found ways to reduce the cost of activities

          that you say have to be done. Meter-reading has to be

          done, so how can you reduce it. Well the answer is

          automated meter-reading is the way to reduce the

          labour costs. They can reduce the cost of vehicles by

          changing the vehicles. So this is something that one

          could not have said beforehand, if you change your

          vehicles to be able to save costs, but the utility

          found the way to do it.

          Now Dominion Resources is... it's a well-run company,

          it's not what one would call a company in any

          distress. But nevertheless they found the incentive
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          and the means to cut their costs.

          Next slide. Duke Energy decided that it would reduce

          its workforce by about eight percent (8%). And this

          is a company that had very bright prospects, and then

          found that competition was a little more...

          competitive than it thought, and that it was not

          quite so easy to make money. So they could ask for

          higher rates, but they said: "Well, in part what

          we'll do is try to reduce our expenses."

          So, with a workforce of twenty-five thousand

          (25,000), Duke Energy is a little bit larger than

          Hydro-Québec as a total, but an eight percent (8%)

          reduction, you're talking about two thousand (2,000)

          employees as opposed to having growth. And you notice

          that this report is from about three weeks ago.

          (9 h 35)

          Next text is utilities. Here they said not only do we

          have to reduce costs but we're going to find a way to

          reduce them, the upper level management, reduce the

          officers by thirty percent (30%) and try to reduce

          total costs by a quarter of a million dollars

          ($250,000).

          Ameren, Missouri. to give you some background it's a
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          large utility in Missouri, not as large as Hydro

          Quebec. They had a rate freeze for six years.  As

          part of the rate freeze, they had a profit-sharing

          mechanism whereas if they earned more than a certain

          level, they returned part of that to the customers.

          And in fact, every year they returned some money.

          They came back and they said: "We will continue to

          rate freeze and we will give cutomers a thirty

          million dollars ($30 M) reduction in rates. And after

          a hearing in which we took part, and the staff of the

          Missouri Regulator took part, they agreed to a

          hundred and ten million dollars ($110 M) rate

          decrease, so about six percent (6%) in total rates.

          Then they came back and said: "O.K. now we have this

          major rate decrease, we also have some economic

          challenges facing us. We can't make as much money

          from selling power in the Midwest, prices have gone

          down."  And like Hydro Quebec, the last point here,

          we got rising empoyee benefit costs as well as higher

          insurance costs, which they identified partly as

          resultimg from September 11.

          So we have all these problems that we have to face,

          at least for the pressures. And the response was:

          "Also we'll find a way to reduce the manpower, the

          'effectifs'."  They did that through a voluntary

          retirement program.  Utilities, like other
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          organizations, always have employees that are

          retiring, and the question is do you have to replace

          them or do you let normal retirement and attrition

          reduce the work force.  And also, a wage freeze for

          all management employees. So somehow they felt that

          management was part of the problem and part of the

          solution, to use an old phrase.

          The comments by Ameren regarding Emera/Bangor Hydro,

          which is from the annual report, are somewhat

          lenthty, and again, I won't read it. But I think the

          first line tells you everything. It's that you have

          to stop what you're doing right now, business as

          usual doesn't always work.

          They had special problems, but you noticed that, at

          the end, they said: "We'll have a twenty-five percent

          (25%) reduction in work force."  Now this is rather

          drastic, but it's evidenced that when the need is

          extremely great, utilities do find a way to cut it.

          And I think that if you asked them two years ago,

          "can you cut your work force by even ten percent

          (10%)/", they probably would have said "no, we can't

          do that", and maintained services. But here, they

          found a way to do it.

          So these are all utilities that have found ways to

          cut costs. Some were in... facing financial problems,
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          some were not.  And nevertheless, it shows that

          management can do what it is paid to do. Next.

          What we have identified in the evidence in here is

          problem with information is asymetry.  It's always a

          problem, and it's inevitable that the utility knows

          more about its business than anyone outside the

          utility can know. This is true of every business, and

          it's not a failing of the process, it's just

          something to be recognized.

          In this case, I'd say it was made worse by the

          distributors's reluctance to provide information,

          sometimes to provide it at all, sometimes to provide

          in a useful form. For example, we asked how the

          weather normalization of sales was done. And this is

          something that is routinely done by the utilities,

          and we got a general explanation but no details.

          When you have an increase, requesting increase of

          roughly half a million -- half a billion dollars, I

          should say, it would seem to be worthwhile to say we

          can make all the information available. The staff of

          the interveners may or may not agree with Hydro

          Quebec Distribution, but not being able to look at

          the numbers always raises a question as to why are

          they not available.  Maybe there is not enough time,
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          but it's something for the Régie to take into account

          that you can't be sure of the numbers. And since you

          can't be sure of the numbers, you say:  "Can we

          really accept them all at face value?"

          Another example of this was the providing of

          documents in Acrobat readable formats, the PDF

          version.  For example, the cost allocation studies,

          this is nomally something that is provided in Excel

          format by utilities so other parties can look at it

          and use the numbers. It's not just a matter of saying

          we want to be able to try different allocations,

          which some people may want to do, but just if you

          want to take the numbers and put them in evidence, it

          speeds up the process. If you can't do that, it slows

          down the process for the interveners and it makes the

          quality of the evidence somewhat less than it would

          otherwise be.

          I should say, one way that has been dealt with, it's

          in Alberta more than any other places because the

          Alberta Board has a lot of history doing this, is

          that we say: "If you give us just a paper document or

          the PDF form, we can reconstruct the cost study

          electronically, but the utilities are gona have to

          pay for it." So that's a incentive for the utility to

          provide it right away because it already has it.
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          The other recommendation that we made is that utility

          should routinely provide information, not only in the

          application but on an annual basis. Now this is

          something that is much more available in the United

          States than it is in Canada in general. And I think

          that is, if you will, a difference in regulatory

          culture, because the Federal Energy Regulatory

          Commission has jurisdiction over almost all the

          investors on utilities in the United States.

          It has developed what is calls the Form 1, and I've

          provided examples of the pages from the Form 1 that

          make it very easy to compare costs cross utilities

          and to compare the cost for each utility. So it

          provides a breakdown that is otherwise unavailable.

          Now, in Alberta, some of the utilities provide an

          annual report on finances and operations, and I

          suggested that it would make the life of the Régie

          easier, and the life of the interveners easier if

          annual informations were regularly provided by the

          Distributor, and I guess by the other utilities too.

          Finally, to the extent that there's a difference

          between the application data and the accounting data,

          the reconciliation should be provided.  So if the

          Distributor has one fiscal year and it files for a

          different test year, say one is accountant year and
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          the other is the year beginning in April, that the

          reconciliation between the two ought to be provided.

          Again, this speeds up the process, it improves the

          quality of the information.

          I just pointed out that the Alberta Board recognized

          that information asymetry is a problem.  Let me say

          it's a problem not only in an application like this,

          it's a problem if and when you decide to move to

          performance-base regulation, because performance-base

          regulation is in fact the same process that you're

          using here, but... well, it's a first cousin to it.

          In the sense that you start with a base that you say

          the costs are reasonable, and then you have formula

          for adjusting the rates every year. Well, if you have

          information asymetry, you really cannot be as sure of

          what the base year costs are, and you have less

          information about what the potential for the utility

          to reduce costs, the productivity or time will be.

          Okay. With that, let's move on to the specific

          topics.

          Regarding the revenue forecast, I would point out

          that the growth and the normalized data for two

          thousand and two (2002) compared to two thousand and

          one (2001), and then for two thousand and three

          (2003) compared to two thousand and two (2002)
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          averages two point seven five percent (2.75%), that

          the Distributor's forecast, which is a little hard to

          read, it's in red there, shows an increase of one

          point eight seven percent (1.87%).

          If we apply the same level of increase in sales as

          before, the difference is roughly one thousand four

          hundred (1,400) Gigawatt-hours. Now, I haven't

          changed this to reflect the lastest forecast by the

          Distributor, but the numbers don't change that much.

          (9 h 45)

          In the other, as I say, if you calculate the revenue,

          the net additional income from those sales, the

          effect on income is about thirty-four million dollars

          ($34M). In the evidence, I suggested or said that the

          Distributor has a passthrough or deferral account for

          the extra costs of post-patrimonial energy. And that

          was taken from my reading of the executive summary of

          the decision in Phase 1. My understanding now is that

          that is an issue that has not been resolved, the

          Régie did not say yes, the Régie did not say no. And

          I believe it was Ms Lapointe that suggested that the

          Distributor might ask for the a deferral account on

          weather-related differences, I would not be surprised

          if it asked for the same on the extra cost of post-

          patrimonial energy.
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          Now with respect to the salary expense, what we've

          shown is that the total expense increased over this

          period by ten point nine percent (10.9%). There is a

          combination of an increase in the number of employees

          and an increase in the average salary, combining into

          something that exceeds the rate of inflation.

          It used to be that, yu say, if we held things below

          the rate of inflation, we were doing well. My reason

          for giving the examples of Dominion Resources and the

          others is to say: Even if you hold it flat, that may

          not be good. So forget about being below inflation,

          even forget about being at zero, utilities are

          finding ways to cut their costs.

          But in the case of the Distributor, originally it

          said that he would hold the level of employees to the

          two thousand and two (2002) level. Obviously that has

          not been the case, and not only is it a matter of --

          next slide -- the number of employees, but of the

          redistribution of the workforce, that, as show at the

          bottom, there has been a reduction in the office

          staff, which... who are the cheapest or the least-

          paid employees, and an increase in the higher-paid

          categories.

          So just looking at the number of employees doesn't

          tell you the whole story, you have to look at which
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          employees are increasing and which are decreasing. I

          think the question came up as to why the higher-paid

          staff were increasing, and the Distributor explained

          on the stand that: "Well, we need these specialists

          and the others because of the changing nature of the

          work."

          I would say that the explanations given by utilities

          are always reasonable. You can't argue with them

          except for the fact that you know that other

          utilities find ways to do things differently. So here

          you have to dig down further into exactly what they

          are doing, but that becomes micro-managing the

          utility, and instead the goal should be to say: "What

          is the overall effect". And if the overall effect

          looks to be too high, then you have to find a way to

          adjust it.

          Next slide. If we compare the total salary expense

          and the number of employees with the number, increase

          the number of subscribers and the size of the

          distribution network, you see that the salary expense

          and the employees have increased more than either.

          The question is: What are they doing; does this

          suggests that there is less efficiency than there was

          in two thousand and one (2001).

          And you say it might be justified to pay individuals
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          more, to pay them above market, or give them above-

          market increases if they were finding new ways to cut

          other costs. But there hasn't been any evidence of

          that.

          So the next topic is profit sharing and bonuses of

          twenty-six and a half million dollars ($26.5M). This

          is, paying these bonuses and profit sharing is not

          consistent with the idea that the Distributor is a

          stand-alone entity. As a stand-alone entity, it has a

          major loss, so why is it paying a profit-sharing

          bonus?

          Now, the answer from an organizational standpoint is

          that the utilities are dealing with Hydro-Québec as a

          totality, not with the Distributor alone. But I think

          what this means for regulatory purposes, that the

          cost of the profit sharing and the bonuses ought to

          be deemed to come from those divisions that provided

          the profits, which should be Production and

          TransÉnergie.

          The next issue is shared services, the second largest

          operating cost. In effect, what the Distributor or

          what Hydro-Québec has done is created a form of

          internal outsourcing, where the Distributor is

          dealing not with its own employees but with another

          division as if it were somewhat independent.
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          Now, there is nothing wrong per se with this, but the

          problem is that how do you know that the costs are

          reasonable? There was no market tests, no comparison

          to market prices for these services, there was no

          tender, no offer for other organizations to come in

          and provide this.

          My understanding is that the Centre for Shared

          Services has a monopoly until two thousand and six

          (2006), it wasn't quite fair, I think, the

          Distributor said, "Well, or until the Régie says

          otherwise", which might mean, I don't know, it might

          mean tomorrow, it might mean... never.

          And the idea that there was no market test is not,

          again, not consistent with the fact that there is a

          deficit. If you, if as a company you have a deficit,

          you say: "We want to find ways to reduce our costs",

          not to assume that somebody else is providing them at

          cheapest costs.

          And this is an issue that has been dealt with by

          other boards. In the evidence in here, I have got a

          couple of quotes, one from the Alberta Board, which

          says that there is a substantial standard for doing

          this. You can't say, "it's okay", you can't say, "we

          have the best practices or the winning practices".

          Just to say it, you have to prove it, and the way to
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          prove it is to check it against the market and see

          what other people can provide.

          Similarly, the Ontario Board dealt with this in the

          case of Enbridge Gas Distribution -- at that time, it

          was called Enbridge Consumers Gas. And they said:

          "It's not just that there is no harm but there has to

          be a benefit to the consumers."

          So the idea of shared services is not -- again, I'll

          say -- is not a bad idea, but the question is what is

          the cost and has the utility shown that the cost is

          not only adequate but better than the alternatives.

          Now, the Distributor's comments on outsourcing was,

          in effect: "Well, this isn't our main focus right

          now, we're looking at service, at customer relations

          and the quality of the customer relations."

          That goal is fine, but it is not exclusive, it does

          not eliminate the possibility of outsourcing.

          And, you know, the proof of that is, if you look at

          what BC Hydro has done with Accenture -- next slide -

          - you see at the bottom, it says BC Hydro also has a

          mandate...

                         ... of providing exceptional customer
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                         service but with decreasing costs.

          So, once again, to get back to the idea that you can

          do what you have been doing and do it better and

          still find ways to cut the costs of doing that. There

          are obvious differences, but my little computer

          there, that we're using here, I think cost me three

          thousand dollars ($3,000) about five or six years

          ago, and I could buy something that is much better

          these days for half the price. Sure, there is a

          technology aspect to that, but there is a technology

          aspect to parts of the utility operations too, as

          with the automated meter reading.

          The point of this excerpt from BC Hydro News Release

          is that BC Hydro didn't go to one company and say:

          "Tell us what you can do". They went, they solicited

          proposals and got nineteen different proposals. So

          this isn't something that was a custom-made job, no

          doubt Accenture developed new procedures and a new

          organization to do this, but there is a market out

          there for providing these services.

          (9 h 55)

          The next issue I discussed is the corporate cost and

          the allocation to Hydro... We have two issues here,

          one is the level of corporate costs, the other is the
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          allocation to Hydro. Of the two, it's the increase in

          the overall level that's probably more of a concern.

          Hydro's basis for allocating the costs was to use the

          total excluding purchases, in other words, excluding

          the supply costs and the charges from TransEnergie.

          But the major concern is why the total cost has gone

          up by twenty-three point three percent (23.3%).

          Next. The allocation basis that were studied, Hydro's

          proposal was to used the total costs excluding

          purchases. It examined two alternatives at the

          request of the interveners and Régie in Phase 1, I

          believe. The alternatives would have given HQD a

          smaller share. Now, the difference is not enormous,

          between thirty-seven percent (37%) and let's say

          thirty-three point eight percent (33.8%). Of course,

          it would be three percent (3%) of hundred million

          dollars ($100 M), it's three million dollars ($3 M),

          and even today that sounds like a lot of money, at

          least to me.

          But what's interesting is the reasoning, and the

          reasoning that Hydro-Québec, the Distributor gave at

          leat for the allocation method is to say: Any of

          these could be reasonable, I think the goals were

          stability, simplicity... I forget what the other one

          was, but they said they could all meet this.
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          Next slide. Another one, they said: "Well, maybe --

          or I think it was suggested -- maybe we should look

          not at the net assets but at the construction

          program." And according to Hydro-Québec, this could

          be, it could be a better reflection of the

          contribution to the costs, but it could also be

          variable from year to year. And I think, taken just

          to that point, that might be a valid comment. But if

          you look at the role of the Distributor in Hydro-

          Québec total, which is the next slide, you see that

          the forecast investments, this is from the new Plan

          stratégique, the Distributor represents only twenty

          percent (20%) of the new investments, and that's a

          number that is not that variable. So while the

          Distributor is saying we should allocate thirty-seven

          percent (37%), a large portion of the total, really

          it should be closer to twenty percent (20%).

          Finally, with respect to benchmarking, there are two

          versions, or not two versions but two dimensions. One

          is internal, we compare the utility to itself over

          time, and external, in part, you can compare the

          utility to the cost of other utilities to see how are

          Hydro-Québec Distribution costs compared to BC Hydro

          Distribution costs, or Saskatchewan Distribution

          costs, or others, and you'll find that there are...

          when there are differences in the type of network,

          there can be differences in the costs. But then the
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          other portion of this is to look at the trend of the

          costs, if other utilities found ways to cut the

          costs. And if a high-cost utility finds a way to

          reduce the costs somewhat, you'll say: "Well, maybe

          they're high-cost because their network is more

          spread out than Hydro-Québec",  although Hydro-Québec

          is pretty spread out in that respect. There may be

          other reasons why one would be cheaper than another,

          but if the others find ways to cut the costs, that

          gives you an indication of what they're able to do.

          And this is something that, despite a lot of talk

          over time, it requires further refinement. And I

          think, from what I heard, that there's not a lot of

          disagreement between Hydro-Québec Distributor and the

          Coalition in terms of what... the need for other

          measures and studying the other measures. As you do

          it, you'll get a better information and you'll find

          that some measure are better than others, and you

          find that, you learn as you do it.

          The Distributor suggested four measures. One is the

          distribution and service to the clientele cost per

          kilowatthour, and then the net operating cost per

          kilowatthour, and then two measures of the cost per

          subscriber. And the question asked is are these the

          most appropriate, and I wouldn't have asked the

          question if I didn't have an answer, and the answer
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          is no.

          What I suggest is that the per kilowatthour ratios

          are not useful for a distributor. The first reason is

          that energy itself is not a cost-driver. If you look

          at the cost allocation studies, you'll find that

          there are costs allocated based on demand, there are

          costs allocated based on the number of customers,

          there are not costs that are allocated on the basis

          of energy. And the reason for this is that there is a

          significant amount of high-voltage sales made by the

          Distributor that, in effect, do not use the

          distribution network. Roughly, a third of the sales

          don't touch the distribution network, and therefore

          to calculate a cost based on kilowatthours that

          include those high-voltage customers can be

          misleading.

          But even if you look at the low-voltage customers,

          the residential customers, Hydro-Québec has a much

          higher than average level of electric heating, and

          therefore, the average usage for Hydro-Québec

          customers is, in some cases, doubled that of other

          utilities. Well, you've got some costs, like the cost

          of a meter, which don't depend on how much energy the

          domestic customer uses. If I've run my, if I want to

          run my air-conditioning and heating all the time or

          part of the time, I'm going to have the same kind of
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          meter. So the cost, the metering cost per

          kilowatthour will vary among utilities, but that

          doesn't really tell you anything.

          So what I've suggested is that the distribution

          costs, that is the costs of managing the network

          should be separated from the customer service costs.

          And the customer service costs here has two parts,

          one is the costs, the obvious costs of metering also

          include the costs of the attachments...

          "branchement", is that the word?  And you also have a

          minimum distribution system which is allocated on a

          customer basis, but is deemed to recover some costs

          or to provide some level of demand of one

          kilowatthour (1 kWh) per customer.

          But separating between the distribution and the

          customer costs is an important first step. I've done

          that for the other utilities, for the U.S utilities

          because, again, Form 1 information provides that

          information readily.

          Based on the COPE reports and what we've seen

          elsewhere, I suggested some other ratios. For the

          customer service costs, you got a total cost per

          subscriber, and then an operating cost per subscriber

          and also a look at the number of customer service

          employees for subscriber. So again you would have to
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          distinguish between those employees that are

          providing the customer service aspect and those

          employees who are maintaining the network. Then you

          can get a distribution cost per customer, you get the

          total cost, the distribution cost here being the cost

          of maintaining the network, and this will respond or

          reflect the size of the network, which may be

          different from distributor to distributor.

          I suggested three. One is the total cost, one is the

          operating cost, and the third was plant. And I think

          here is a linguistic gap that we had, one of the

          Distributor's witnesses said: "We don't have... this

          doesn't apply because we don't have distribution sub-

          stations." In English at least, "plant" refers to all

          the assets, so it's the lines and the transformers,

          not just sub-stations.

          Next one.

          (10 h 5)

          Also some costs per hundred kilometres (100km) of

          line that could be calculated.

          Now if we -- next slide -- if we look at some of

          these ratios, what we see is that the number of

          subscribers per employee has actually gone down a
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          little bit since two thousand and one (2001). The

          operating costs per hundred kilometres (100km) went

          up and has come down.

          The number of employees looks to be slightly higher,

          but the number of Distribution employees, and here I

          took out the office staff, figuring that the office

          staff, the office staff, the secretaries and alike

          are not out and maintaining the distribution lines.

          So this was a rough estimate that that has gone up in

          the last three years.

          So to approach the end, so the context for evaluating

          the request here is we look at the claimed deficiency

          that the Distributor has, in the order of half a

          billion dollars ($500M), again ask the question:

          "What changes would it have made if it were really a

          separate company", consider what other utilities have

          been able to accomplish, and then, based on that, the

          recommendations that I have made are, first, we need

          more detailed information, both in applications and

          between applications. The Régie should consider using

          a higher estimate of sales growth, hold the salary

          cost to the level of the two thousand and two (2002)

          workforce.

          When I say, "cut the profit sharing and bonus

          payments", that doesn't mean not pay them, that means
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          that they should be considered to come from the

          Production and Transmission segments. "Adjusted

          shared services costs", and the Alberta Board has

          given some thought to how that can be done. "Hold the

          corporate charges to the two thousand and two (2002)

          level", and then, on a going-forward basis, "use

          different benchmarking ratios". Thank you.

          Me ANDRÉ TURMEL :

          Unless Mr. Drazen has something else to add, he is

          now ready to be cross-examined, donc prêt à être

          contre-interrogé.

          LE PRÉSIDENT :

          Maître Fraser?

          Me ÉRIC FRASER :

          Avec votre permission, je demanderais une petite

          pause.

          LE PRÉSIDENT :

          D'environ combien de temps - quinze minutes?

          Me ÉRIC FRASER :

          Quinze minutes.

          LE PRÉSIDENT :

          On va faire la pause, on va reprendre à dix heures
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          vingt (10 h 20). Merci.

          Me ÉRIC FRASER :

          Je vous remercie.

          PAUSE

 (10 h 25)

          Me ÉRIC FRASER :

          Alors, Messieurs les Régisseurs, Monsieur le

          Président, je serais prêt à procéder au contre-

          interrogatoire.

          CROSS-EXAMINED BY Me ÉRIC FRASER :

  12  Q.  Good morning, Mr. Drazen. You can pick up the

          translation, I will ask my questions in English. And

          be indulgent with me, it could be, it could arrive to

          some terms where I don't have the exact word or where

          I trip on some terminology.

      A.  Your English is so much better than my French that I

          can hardly complain.

  13  Q.  Yes, I have an advantage on that. You, at the start

          of your presentation, you talked about the challenge

          that was facing the Régie on the fact that, I guess,

          Hydro-Québec is a first-time applicant?

      A.  Yes.

  14  Q.  And you compared the situation to the unbundling

          situation that we see elsewhere since the market
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          changed in North America, is that right?

      A.  That's right.

  15  Q.  Okay. But do you have experience with what I could

          call real first-time applicants that were never used

          to be regulated under the cost of service in front of

          a board?

      A.  Yes, I was a participant in the very first

          proceedings of the Saskatchewan Public Utilities

          Review Commission, roughly twenty (20) years ago. It

          was a brand new commission, it was the first time

          Saskatchewan Power had ever been regulated, and... it

          was a zoo.

  16  Q.  It was? And I haven't seen that word on your slides!

      A.  I think it was also a very cold winter, and that was

          the provincial sport that month, everybody was there.

  17  Q.  So I understand that if it was a zoo back then,

          first-time applicants are really hard files to

          handle?

      A.  Yes, it is a learning process for the utility.

  18  Q.  Okay.

      A.  And it is somewhat different, but after the

          functional unbundling of the Alberta utilities, we

          took part in the first application, where you had, in

          effect, three generation utilities, four transmission

          utilities and three distribution utilities. It was

          the first time that the Alberta Board, or I think

          anybody had dealt with a proceeding like that.

  19  Q.  I would have some questions for you on that
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          particular subject. Based on your experience, when

          you go to that unbundling process, let's speak about

          Alberta as you just did, once we unbundle, do we have

          separate entities that do their rate of return?

      A.  The rate of return is set separately for the

          different entities.

  20  Q.  Okay. And it is set for the different entities?

      A.  Yes.

  21  Q.  Okay. And can we assume that the starting point is

          that those different entities do reach their rate of

          return?

      A.  I'm not sure what you mean by that they do reach...

          achieve...

  22  Q.  Achieve it, yes.

      A.  Well, in a practical sense, there is never a

          guarantee that the utility will earn its requested

          rate of return.

  23  Q.  That, I understand, but I guess that the unbundling

          process is made so that each of the unbundled entity

          will have a good chance at making its rate of return

          in the new environment?

      A.  Yes. I should qualify that by saying that you always,

          it has nothing to do with unbundling, but you always

          have the situation where the costs that are used for

          regulatory purposes to set the rates will not include

          some of the costs that the utility actually incurred.

          So, in that respect, the utility will not earn

          financially the rate of return that for regulatory
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          purposes it is expected to earn. You have costs that

          are disallowed, they are still costs that were

          incurred by the utility, but they are not allowed for

          recovery.

          And if you want an example of that, Virginia Electric

          & Power, I think, spent something like four hundred

          million dollars ($400 M) on nuclear plants that had

          subsequently cancelled, and the Virginia Regulator

          allowed them to recover only half of that amount, so

          there was two hundred million dollars ($200M) that

          they simply did not recover.

  24  Q.  And I guess that they based their decision on bad

          management decisions to not recognize those costs?

      A.  They based their decision on what they thought was

          the appropriate balance between the utility and the

          customers.

  25  Q.  Thank you. Do you see a difference between the

          distributor's deficit and the distribution deficit?

      A.  I'm not sure what you mean.

  26  Q.  As you probably know, our tariffs have not changed

          since nineteen ninety-eight (1998). Did you know

          that?

      A.  I do.

  27  Q.  Okay. As you probably know also, the transport, the

          transmission tariff has changed in two thousand one

          (2001), actually in two thousand two (2002) for two

          thousand one (2001), and there was an increase in the
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          transmission rate. So am I right to say that part of

          my deficit could always be part of the transmission

          rates that I cannot recoup from consumers?

      A.  If I understand you, I think the answer actually

          somewhat broader, that the distributor's rates

          recover the cost of distribution, or intended to

          recover the cost of distribution of supply and of

          transmission. Now the question is, if the total

          revenue produced by those rates is less than the

          total of those three types of costs, which one is not

          being recovered.

  28  Q.  Exactly.

      A.  So what you have here is essentially a claim that

          you're not recovering your four hundred and ninety-

          two million ($492 M) of distribution costs, I guess

          one could look at it and say: "Well, maybe you're

          recovering all your distribution costs, you're just

          not recovering all of your supply costs". Does that

          answer your question?

  29  Q.  Yes, it does.

      A.  Okay. I see that you have a very large experience in

          regulation of utility, do you have -- and I haven't

          seen, I wasn't able to look at all the thirty (30)

          pages of your C.V. -- do you have experience in

          forecasting?

      A.  Yes.

  30  Q.  Have you reviewed File, Régie's File R-3470-2001, on

          the supply planification of Hydro-Québec?
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      A.  No.

 (10 h 35)

  31  Q.  You made a comment about the pass-through mechanism

          that you referred to in your evidence?

      A.  Yes.

  32  Q.  Although I will not use your evidence -- it's my page

          8, I guess it is yours too. From your comments on

          under-estimation of the forecast of sales, you came

          up in your evidence with a figure of added revenues

          of about thirty-four million ($34M). Is that correct?

      A.  Added net revenue, yes.

  33  Q.  Yes. And I understand that this figure was based on

          the assumption that HQ had a pass-through mechanism?

      A.  That is correct.

  34  Q.  Okay. So I guess that this figure doesn't apply

          anymore, or isn't right anymore, it could be another

          figure?

      A.  It could be another figure if one makes the

          assumption that there is no pass-through mechanism.

          The figure will depend on what the...

  35  Q.  Post-heritage cost?

      A.  ... post-heritage power would be.

  36  Q.  Would you consider that not having a pass-through

          mechanism, in the context of the present file where

          we are at, somewhere around three hundred and seventy

          gigawatthours (370 GWh) from post-heritage energy,

          would you consider that the absence of this mechanism

          puts a higher risk on the Distributor?
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      A.  First, just to clarify, where is the three hundred

          and seventy (370) come from?

  37  Q.  It is the difference between our projected energy

          sales and the maximum of the heritage contract.

      A.  The heritage contract is a hundred and sixty-five

          (165)...

  38  Q.  Yes, and we are short of about three hundred and

          sixty gigawatthours (360 GWh). But let's speak on

          assumptions. If you go to Undertakings 3 and 4, it is

          identified in this undertaking.

      A.  I saw that, I was trying to reconcile that with the

          information ino the revised filing, which I believe

          showed the patrimonial purchases to be a hundred and

          sixty-four thousand two hundred gigawatthours

          (164,200 GWh). Is there another figure?

  39  Q.  Well, if you go to, let's say page 5 of 5, where it

          is, "Analyse de sensibilité" for the year two

          thousand and four (2004), okay, the actual figure of

          the file would be what's in the middle, and it is

          called, "Cadre financier du Distributeur". And we

          see, at the first column, "Ventes totales", which are

          total sales, and from our file, it is a hundred and

          sixty-six three hundred and sixty-six thousand

          gigawatthours (166,366 GWh). You can go only on

          assumption, based on what is there, you don't have

          to...

      A.  Okay, as I say, I was trying to reconcile this figure

          with the more detailed information given in the
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          application. The numbers appear to be different,

          unless I am misreading them.

  40  Q.  But answer upon this figure.

      A.  Okay.

  41  Q.  The question is fairly simple: Do you consider that

          the absence of a pass-through, in that context, is

          more risky, or constitutes more risk for the

          Distributor?

      A.  Okay. As a general matter, if you have the potential

          for some higher cost, so, yes, that poses some risk

          for the Distributor, that's why I said there is

          compensation for risk in the return on equity. It

          also, if you do not have the pass-through, it

          provides some incentive, if you will, to minimize

          that cost.

          You know, one of the reasons I mentioned -- now

          again, that is not the reason I mentioned Ameren, the

          Missouri utility, but one of the things that is

          interesting is that it had for many years a pass-

          through of fuel cost. So whatever the fuel cost was,

          it was able to recover. And then, oddly enough,

          somebody said that that was illegal, and it was found

          to be illegal, so they had to stop the pass-through,

          and they froze the rates.

          Once that happened, their income went up. They found

          a way to reduce the cost of some of their coal
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          purchases, and the lack of the pass-through provided

          an incentive. So, you're right, there's some risk

          there, but to some extent there is some reward,

          potential for reward.

  42  Q.  Thank you.

          (10 h 40)

  43  Q.  Thank you. Do you make a difference between bonuses

          and profit sharing, because I'm not quite sure?

      A.  They were included on the same, they were identified

          separately but included on the same line total, so I

          did not make a distinction.

  44  Q.  Okay, thank you. Mr. Drazen, what is your knowledge

          of the services that are being rendered by Hydro-

          Québec shared services, what we friendly call, in the

          hearing, the CSP?

      A.  I am familiar with the description.

  45  Q.  Do you know what kind of services it renders,

          generally speaking?

      A.  They were facilities management, transportation,

          materials management, data processing.

  46  Q.  Okay. Are you aware of its regulatory status under

          the regulation from the Régie de l'énergie?

      A.  I am aware that the charges from the CSP are to be

          determined on a regulatory basis...

  47  Q.  Okay.

      A.  ... costs.

  48  Q.  So that they're fully regulated on costs?

      A.  Yes.
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  49  Q.  Thank you. You used the example of Accenture, BC

          Hydro, as somewhat of a benchmark for what I would

          say cutting costs from the Distributor, or not

          recognizing some costs of the Distributor?

      A.  I used it as an example of a utility that found that

          using a market approach to outsourcing would produce

          savings.

  50  Q.  You did more than that, if you go to page 17 of your

          evidence, and I am at line 13, you say,

                         Given that BC Hydro, which is half the

                         size of HDQ, expect to realize an

                         average of twenty-five million ($25 M)

                         in annual savings, this could be a

                         conservative estimate of HQD's

                         savings.

          And your evidence is popular, because I've seen not

          that figure, but based from that reasoning, lots of

          other larger figures in the media, but based on that

          reasoning of the twenty-five million ($25 M) in

          reduction per year for BC Hydro, which is half the

          size of HQD. So as I read the phrase, it seems to be

          a benchmark?

      A.  You could call it a benchmark, you could call it an

          estimate.

  51  Q.  Okay. Thank you.

      A.  The problem is that the Régie needs a basis on which
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          to make a determination in the absence of other

          information, because the Distributor has not provided

          that information, which is because the Distributor

          does not have the market information, I think. The

          Régie still has...

  52  Q.  Did you know - excuse me.

      A.  And the Régie still has the obligation to make a

          decision as to what is reasonable. And I point out

          that the Alberta Board faced the same issue and

          quoted from its decision on how it would go about to

          doing that.

  53  Q.  Do you know if the process to retain Accenture was a

          fully transparent tender process?

      A.  Well, it was a public tender, so to that extent it

          was transparent. I know, if you go to the BC Hydro

          website, they in fact have filed, made available to

          the public, all of the documents with the exception

          of certain confidential data. So to that extent, you

          have got transparency.

  54  Q.  Do you see a difference between a request for

          proposal and a tender, a full transparent tender

          process?

      A.  Is there a difference, you say?

  55  Q.  Yes.

      A.  I'm not using them differently.

  56  Q.  Okay. Thank you. Do you know what kind of service

          will render Accenture?

      A.  I don't recall the list of services.
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  57  Q.  Okay.

      A.  They're customer services, information services,

          Accenture took over...

  58  Q.  I -- okay.

      A.  Accenture took over, I think, sixteen hundred (1,600)

          employees from BC Hydro.

  59  Q.  Do you know if Accenture took over all of the

          employees that were supposed to come with the

          outsourcing of those services?

      A.  I know there are certain employees that did not go

          over.

  60  Q.  Okay.

      A.  Whether they were supposed to go over is a matter of

          fate.

  61  Q.  Okay. So are you aware that it is about ten percent

          (10%) of the employees that didn't go to Accenture

          and stayed at BC Hydro?

      A.  Yes, that would be roughly a hundred and sixty (160)

          employees.

  62  Q.  So that's costs that BC Hydro will still have to

          support for a while?

      A.  Unless those employees retire.

  63  Q.  So when you go with the estimate of twenty-five

          million per year ($25 M/yr), do you know how those

          savings, do you know how those savings realize, get

          realized, do you know which years?

      A.  No, I don't.

  64  Q.  You don't know which year. Do you know if those
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          savings are for the benefit of BC Hydro as a whole or

          the distribution unit?

      A.  Well, to the extent that they are customer services,

          those would be primarily for the benefit of the

          distribution units.

  65  Q.  What about IT services?

      A.  The IT services could be for the benefit of all of

          the units.

  66  Q.  Wouldn't it be then possible that some of those

          savings would occur in just a few years and not in

          the first prior year?

      A.  It would no doubt be possible that the savings will

          increase over time, so that two hundred and fifty

          million dollars ($250 M) is not spread evenly. On the

          other hand, it's hard to imagine that BC Hydro would

          agree to something that provided no savings initially

          and, in any event, that's why we said that the, since

          BC Hydro is half the size of Hydro, using twenty-five

          million ($25 M), it was not ratioed up the

          differential in the sizes.

  67  Q.  Yes, but possibly, it could possibly not -- let me

          rephrase. Maybe that Accenture is not doing their

          first year, their profit the first year, and maybe

          they will do their efficiency gain later in the

          contract, that could be possible?

      A.  That could be possible, and that's exactly the sort

          of thing that you would expect the Distributor here

          to evaluate. What we have now is a situation where
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          the Distributor says, "We're not going to look at

          that."

  68  Q.  It could also be possible that those savings would

          occur when Accenture will start to negotiate new

          collective agreements with those new employees?

      A.  The savings to BC Hydro are one part of the picture,

          whatever Accenture does internally is its own

          responsibility. In other words, if Accenture can

          guarantee savings to BC Hydro, it is up to Accenture

          to find the way to manage that.

  69  Q.  I agree with you on that. Do you have a little

          knowledge of -- no, let rephrase that, it's too

          large. I was just speaking about collective

          agreement, there has been evidence in the file of

          what I would call particular provisions that we see

          in Hydro-Québec's collective agreement. And they are

          related -- and pardon me for my translation, they are

          probably not right on point -- but what we could call

          "provision on security of employment", and also

          "provision limiting the right to outsource or..." I

          say limiting the right to outsource, but it could be

          proper to say that they are governing very tightly

          the right to outsource.

          My question would then be: Do you know if that kind

          of provision exists in the collective agreement of BC

          Hydro?

      A.  I don't know.
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  70  Q.  Based from your experience in the regulatory business

          and cost of service, do you know if that kind of

          provision exists in the U.S., for example?

      A.  I don't know what the specifics are in the U.S. As

          you recall, one of the examples I gave was where the

          utility says: "We're relying on voluntary

          separation".

  71  Q.  Yes.

      A.  So no one was forced to leave, but as in other

          industries, there's always an offer, and if people

          take advantage of it, that's up to the individual,

          not the union contract.

  72  Q.  Okay.

      A.  Plus you have the normal attrition to retirement.

  73  Q.  You were just making reference to your slide, which

          is called "Dominion Resources Number 1", and there's

          a term in there, there's no page, so I'll just...

          (10 h 50)

      A.  Roughly the tenth (10th) page?

  74  Q.  Well, eleventh (11th). It's "Dominion Resources

          Number one". That's it. I was wondering, what is

          "involuntary severance"?

      A.  Involuntary severance means that the employee was let

          go.

  75  Q.  Involuntarily?

      A.  Involuntarily.

  76  Q.  Okay.

      A.  How do yo say "pink slip" in French?
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  77  Q.  "Pink..."?

      A.  "Pink slip". "Pink slipped" means you're fired.

  78  Q.  Okay.

      A.  Your cultural education for today!

  79  Q.  Well, there is different ways to say it.

      A.  There are. It has many euphemisms.

  80  Q.  Let's stay on that slide. If I recall correctly your

          testimony this morning, did you use the example of

          Dominion Resources, Duke, Texas, Ameren, and Bangor

          because those firms did go through internal

          outsourcing?

      A.  I picked Dominion Resources, Duke, and Texas

          Utilities because those were the utilities mentioned

          by the Distributor...

  81  Q.  Okay

      A.  ... as models for the shared services.

  82  Q.  So I guess that shared services is part of a basket

          of solutions to cut your costs?

      A.  One would hope, that's the point here. There is no

          evidence that the shared services approach is going

          to cut the costs. Ideally, it should.

  83  Q.  Okay. I don't have the same point of view on that, so

          I will not comment. Staying on Dominion Resources, do

          you know if, I know that this quote is from a two

          thousand (2000) press release. My understanding is

          that this company was standardly regulated under cost

          of service before?

      A.  Yes.
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  84  Q.  Okay. And it went into a PBR, and after that, it

          realized some cost savings. Am I right?

      A.  I don't know about that, as far as I can...

  85  Q.  Okay. But was it the first time that they realized

          such interesting cut savings, to your knowledge, or

          savings I should say?

      A.  Are you saying is it the first time that they were

          able to reduce their costs?

  86  Q.  Well, I don't know, you come up with this example as

          being one great example, so I was wondering, was this

          a traditional cost of service, their rates were

          getting higher every year, they were not efficient

          enough but, come year two thousand (2000), they did

          some serious management?

          There is a little absence of context to your slide,

          so I try to understand a bit more. Maybe my questions

          are not as specific as they should.

      A.  Well, the -- I can't give you the entire context of

          what Dominion Resources was going through at the

          time, if that's your question.

  87  Q.  Thank you. As an economist -- you're an economist?

      A.  My degrees are in mathematics and engineering. I have

          handled regulatory economics for thirty something

          years...

  88  Q.  Okay.

      A.  ... so whatever terms you want to use...

  89  Q.  Let's say, as an expert in regulatory matters, do
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          you, as an expert, do you think that cost allocation

          should always strive for cost causality?

      A.  Yes, to the extent possible. it should reflect the

          cost causality.

  90  Q.  Thank you. From your experience, do you know the firm

          PA Consulting?

      A.  I know of them, yes.

  91  Q.  Okay. Would you say that it's an important firm, it's

          a reliable firm?

      A.  It's a well-known firm. It's reliable. I guess, as

          with any firm, you, the results you get depend on the

          people you get. I used to tell people that if you

          hire Drazen Consulting, you get Drazen. If you hire

          Arthur Andersen, you don't get Arthur Andersen. I

          guess it's just good for... in retrospect.

  92  Q.  I won't comment on Arthur Andersen, although that I

          know that Accenture used to be Arthur Andersen?

      A.  Yes, it did.

  93  Q.  Have you ever participated in a benchmarking process

          similar as the one that HQD is presently in, as a

          consultant with a client?

      A.  We have done it on a small scale in order to test

          costs for various utilities. Not on the scale that

          HQD is doing. I think... I forget which of the

          witnesses said they were planning to spend a quarter

          of a million dollars ($1/4M).

  94  Q.  Yes.

      A.  And get results that wouldn't be comparable to
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          anybody else anyway.

  95  Q.  You agree with me that it's a complex process, I

          guess you said that in your previous testimony?

      A.  Yes, I said there's a learning process to go through.

  96  Q.  Do you agree that when you benchmark, you have to

          take care of different variables between each of the

          companies which have to deal with size of the

          company?

      A.  In some respects, yes, in some respects, no. For

          example, that's why I suggested separating the costs

          between distribution network services and customer

          services, because the costs of customer services

          would not vary as much, or I should say the nature of

          the customer services would not vary as much among

          utilities as the cost of the network. If you...

  97  Q.  Okay.

      A.  So if you're looking at the costs of the network, you

          might say that the other large provincial utilities,

          like BC Hydro, and Sask Power, Manitoba Hydro, are

          more comparable to the network of the Distributor

          here as compared to a company like ENMAX, for

          example. So...

  98  Q.  No, I won't interrupt you.

      A.  ... I mean, in terms of network, because they all

          have very large areas that they serve.

  99  Q.  Okay.

      A.  On the other hand, the cost of meter-reading, the

          cost of billing...
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 100  Q.  Territory is another important factor?

      A.  Areas of...

 101  Q.  Areas of servicing?

      A.  Area is a factor in some respect, it's not a factor

          in other respects.

 102  Q.  Environment would also be an important variable,

          weather?

      A.  Weather could be. Although my experience is that the,

          other than British Columbia, the weather in the

          various provinces in Canada is much more similar than

          it is, let's say, between Quebec and Florida.

 103  Q.  You got a point there. But do you know that Québec

          City is the city in North America that receives the

          largest amount of snow? Just a commentary.

          I would have one last question, Mr. Drazen -- are you

          aware that Hydro-Québec, the integrated entity, did

          some major cost-reduction plan back in nineteen

          ninety-eight (1998)?

      A.  I did an analysis of Hydro-Québec in nineteen ninety-

          eight (1998) and nineteen ninety-nine (1999), so at

          one point I probably knew it, but I can't say that

          was something I was thinking of when I evaluated the

          evidence here.

          Me ÉRIC FRASER :

          Thank you, Mr. Drazen, I have no further questions.

      A.  Thank you.
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          Me ÉRIC FRASER :

          Monsieur le Président, alors j'ai terminé mon contre-

          interrogatoire. Je vous remercie.

          LE PRÉSIDENT :

          Merci, Maître Fraser. Est-ce qu'il y a d'autres

          participants qui désirent contre-interroger monsieur

          Drazen -- Maître Lassonde?

          CROSS-EXAMINED BY Me RICHARD LASSONDE :

 104  Q.  Good morning, Mr. Drazen.

      A.  Good morning.

 105  Q.  You have referred to a couple of companies that made,

          that reduced their workforce and cut costs. The

          question is, were these reductions and cuts made at

          the distributor's level or at the integrated level?

      A.  These are integrated companies.

 106  Q.  Well, if we take, as an example, Dominion Resources

          1, on your slide, you refer to, well, the company has

          cut its workforce, is it at the integrated level or

          at the distributor's level?

      A.  Dominion Resources, although it is now functionally

          separated into the different pieces as is Hydro-

          Québec, this is reported at the corporate level, so I

          can't say how much it was for the various divisions.

 107  Q.  Okay. A more technical question, well, I am referring

          to the ratios that you, for benchmarking, the

          performance of the Distributor. Because of the
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          important heat load on Hydro-Québec's system, would

          you agree that a main driver, or a good driver of

          cost would be to satisfy the non-coincident peak

          demand, that is the peak demand on different sections

          of the system?

      A.  Are you asking whether it would be appropriate to use

          the non-coincident demand as a...

 108  Q.  As a ratio, cost, well, you have recommended a cost

          ratio, the cost on kilometres of the system. The

          question is, the ratio cost on kilowatt for the non-

          coincident peak would be an appropriate ratio or a

          better ratio than the kilometre ratio?

      A.  Well, there is some costs that will depend on the

          kilometres of line, because obviously the more line

          you have, the more maintenance will be required in

          the long run. I agree, using the capacity or the

          demand as a measure could be appropriate too. A lot

          of utilities report what, not so much the demand as

          such but the capacity of the transformers. So the

          costs per kilowatt are really per KVA of transformer

          capacity could as well be a measure.

 109  Q.  Okay, so it could be an additional ratio to the one

          that you recommend...

      A.  Yes.

 110  Q.  ... cost per one hundred kilometres (100 km) of line?

      A.  Yes.

          Me RICHARD LASSONDE :
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          Okay. These are all my questions. Thank you.

          EXAMINED BY Mr. ANTHONY FRAYNE :

 111  Q.  Good morning, Mr. Drazen.

      A.  Good morning.

 112  Q.  Tony Frayne. I am afraid we have a little bit of

          problem to see each other, but... Fine, that is

          better, thank you. You brought up at one point -- I'm

          sorry, it goes a little distance for you -- you

          brought up in your presentation the FERC Form 1 data

          that is available.

      A.  Yes.

 113  Q.  And I wondered if you could just comment on this,

          well, is this a good data base for... that could be,

          we could think of using for the benchmarking exercise

          that is developing, I'm thinking particularly in the

          future, would you have any comments on the validity,

          the utility of this data as a data base?

      A.  The Form 1 is, in some respects, almost the mother's

          milk of regulation in the United States. It's a

          tremendous data base. It's is also now available on-

          line. And the usefulness is twofold. Number one, it

          provides a very good breakdown of the various cost

          elements, that is why I provided the sample pages.

          And there is also a detailed description of what goes

          into each account, so you don't have problems of a

          particular asset or a particular cost being recorded

          differently by different utilities.
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          So, in that sense, it provides a standard for

          measuring the costs, and the fact that it is provided

          every year gives us, one, the ability to see the

          progression of costs. The whole document is, I don't

          know, probably two centimetres (2 cm) thick, it is

          four hundred (400) pages, something like that. And I

          believe it is what the regulators and the intervenors

          in the United States use regularly as a starting

          point for the data.

          So does that answer your question as far as the

          utility, the usefulness...

 114  Q.  Yes, perhaps, for us in the context of Hydro-Québec,

          do you think it could be useful there also?

      A.  Whether it is the Form 1 or something similar, I

          think the, it would be nice if there were a similar

          form that were used by the canadian utilities, but

          given that they do not all report to the NEB, I don't

          know that anyone has the authority to require that. I

          do know that in Alberta, there is some discussion

          about the developing a standard form that all the

          utilities would use.

          But whether it is the same form or different forms,

          Hydro-Québec keeps its accounts, and it knows how

          much it has in investment in aerial lines, how much

          in subterranean lines, how much in transformers. All

          that information is available internally, it is just
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          harder to get externally.

          So I think if you look at the Form 1, that that might

          give you some guide to say what kind of information

          would you like Hydro-Québec to provide, and it could

          be in a form that is consistent with Hydro-Québec's

          internal bookkeeping right now.

          M. ANTHONY FRAYNE :

          Thank you very much, that is all my questions.

          (11 h 10)

          DISCUSSION

          Me ÉRIC FRASER :

          Qui doit être sur la base du scénario qui a été

          soumis par les clients de maître Turmel. Donc, nous,

          on va revenir avec cet engagement-là qui découle de

          la preuve sur la prévision de la demande. Et, nous,

          on va revenir... On va probablement revenir avec ça

          la semaine prochaine. Donc, ça se qualifie de... En

          tout cas, j'aime autant avertir mon confrère, moi, ça

          découle d'un engagement, je dois y répondre. Je pense

          que la Régie et les intervenants veulent une réponse

          à ça. Je veux pas prendre personne par surprise, mais

          ça devrait avoir lieu la semaine prochaine, je crois.

          Me MARC-ANDRÉ PATOINE :
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          Cet engagement-là, est-ce qu'il va se traduire par un

          écrit seulement ou un témoignage?

          Me ÉRIC FRASER :

          Non, c'est ça, il va se traduire par un écrit et un

          témoignage.

          Me MARC-ANDRÉ PATOINE :

          Le considérez-vous comme une contre-preuve? Je

          comprends que ça découle d'un engagement qui,

          normalement, devrait être en preuve, mais si vous

          faites témoigner quelqu'un d'autre.

          Me ÉRIC FRASER :

          Ça va être une contre-preuve notamment quant aux

          chiffres qui ont été déposés sur les coûts

          d'approvisionnement futurs. Si vous vous souvenez, il

          y avait une hypothèse, il y a une discussion sur

          l'hypothèse. Et, nous, nous allons présenter de la

          preuve confirmant cette hypothèse. Donc, c'est une

          contre-preuve à l'argument que l'hypothèse n'était

          pas fondée. Je la situe comme ça évidemment.

          Me ANDRÉ TURMEL :

          Et la conséquence de ça, ce que mon confrère vient de

          mentionner, je comprends qu'il présentera des

          témoins, un ou des témoins, il déposera un ou des

          documents au moins en réponse à l'engagement, et la
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          conséquence de ça, c'est que, nous,

          vraisemblablement, on voudra contre-interroger.

          Évidemment, notre témoin expert ne sera plus ici.

          Alors, il faudra justement simplement prévoir, comme

          on ne sait pas un peu l'ampleur de sa contre-preuve,

          que la Régie prévoit que l'on puisse, un, contre-

          interroger, deux, avoir assez de temps si on nous

          soumet des documents pour... si on soumet le matin,

          puis on n'a pas de... c'est difficile pour nous. Et,

          trois, le cas échéant, que l'on puisse poser nos

          questions par écrit après avoir consulté notre

          consultant ou lui avoir parlé pour être en mesure de

          répondre adéquatement. Tout ça dans les meilleurs des

          délais sans...

          Me ÉRIC FRASER :

          Je viens de me faire souffler à l'oreille, on peut le

          faire par écrit, nous. L'idée de mettre un témoin

          dans la boîte, c'était pour faciliter dans le fond

          les choses parce que ça va plus vite, mais si mon...

          on peut le faire par écrit, mon confrère peut évaluer

          la nécessité de revenir. Ça, ça devrait être prêt...

          Malheureusement, je ne peux pas donner d'estimé.

          Donc, l'objectif, c'est vendredi prochain, cette

          semaine. O.K. On verra.

          LE PRÉSIDENT :

          On verra vendredi.
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          Me ÉRIC FRASER :

          On va déposer puis on verra.

          Me ANDRÉ TURMEL :

          Je comprends qu'on conserve tout ouvert jusqu'à

          maintenant, puis on verra à trouver une solution.

          Me ÉRIC FRASER :

          Exactement.

          Me ANDRé TURMEL :

          Donc, est-ce qu'on libère monsieur Drazen?

          LE PRÉSIDENT :

          Oui, monsieur Drazen peut être libéré.

          Me ANDRÉ TURMEL :

          Il est déjà libéré. Il s'est libéré. Merci.

          LE PRÉSIDENT :

          Avant de terminer la journée, lundi en fin de

          journée, on s'était dit que s'il y avait des

          intervenants qui voulaient nous faire connaître leurs

          commentaires suite à la correspondance de maître

          Neuman concernant le tarif BT, je vois que, au

          faciès, qu'il y a des gens qui avaient oublié, je

          pense que, de toute façon, il n'y a peut-être pas
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          beaucoup d'intervenants, on est peut-être mieux de

          remettre à une autre fin de journée, là, on va

          considérer ces commentaires, mais... peut-être que...

          Oui, Maître Turmel.

          Me ANDRÉ TURMEL :

          Évidemment, je comprends que maître Neuman, au moins,

          comme il n'est pas ici, j'imagine qu'il devrait... il

          doit penser qu'il va venir cet après-midi, il ne le

          saura pas, bien que je ne peux pas vous dire

          aujourd'hui si je suis en accord ou pas avec son

          document, c'est juste pour l'accommoder.

          LE PRÉSIDENT :

          L'accommoder, oui. On va prévoir un autre moment.

          Vous avez tout à fait raison. On va informer maître

          Neuman. Je pense que c'est plus simple. Est-ce que

          c'est ça que vous veniez nous dire?

          Me YVES FRÉCHETTE :

          Bonjour. C'était mon commentaire. Je pense que sa

          présence est nécessaire pour clarifier sa prose sans

          aucun doute.

          LE PRÉSIDENT :

          Je pense qu'à ce moment-là...
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          Me YVES FRÉCHETTE :

          Puis, ça, c'est sans être péjoratif, c'est

          nécessaire.

          LE PRÉSIDENT :

          C'était bon que vous veniez le préciser, parce que ce

          bout-là n'était peut-être pas prévu. Bon. On va

          s'assurer de ça aussi également.

          Me MARC-ANDRÉ PATOINE :

          Soyons courtois!

          Me YVES FRÉCHETTE :

          Ceci dit avec égard, qu'on le note bien.

          LE PRÉSIDENT :

          Le thème 1 est complété avec la réserve que fait

          maître Frase. On complétera ça vendredi. On

          reprendrait nos travaux à neuf heures (9 h) demain

          matin, cette fois-ci sur le thème 2. Merci.

          Me ANDRÉ TURMEL :

          Merci.

                    _______________________
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