
 

 
October 25, 2019 
  
Board of Commissioners of Public Utilities 
Prince Charles Building 
120 Torbay Road, P.O. Box 21040 
St. John’s, NL  A1A 5B2 
 
Attention:   Ms. Cheryl Blundon 
                         Director of Corporate Services & Board Secretary 
 
Dear Ms. Blundon: 
 
Re:  Cost of Service Methodology Review Settlement Agreement - Further Information 
 
On October 16, 2019, the Board of Commissioners of Public Utilities (“Board”) provided correspondence 
to Newfoundland and Labrador Hydro (“Hydro”) requesting additional information to assist the Board 
with its review of the Settlement Agreement entered into by the Parties to the Cost of Service 
Methodology Review Application. Specifically, the Board requested the quantification of the change in 
cost allocation to each customer class as a result of the Settlement Agreement, and the completion of a 
chart provided by the Board comparing the current Cost of Service Methodology with Hydro’s proposals 
and the settled Cost of Service Methodology. 
 
Enclosed please find the original and 13 copies of Hydro’s reply to the Board’s correspondence along 
with the requested information. Attachment 1 to this letter contains the quantification of the change in 
cost allocation by customer class, in the same format as Hydro’s response to NP-NLH-001, referenced as 
Table 1. Table 1 provides a comparison of the 2021 illustrative revenue requirements reflecting the 
entirety of Hydro’s methodology proposals (Column A) and a revised revenue requirement reflecting the 
settlements that differed from Hydro’s proposals (Column B). Column C indicates the difference in 
revenue requirement between the proposal and the settlement. Column D provides the cumulative 
revenue requirement difference between Hydro’s proposals and each of the settled positions 
referenced. The basis for comparison in each section is the revenue requirement for Hydro’s proposals 
as presented in the Application. Sections 1 to 4 then indicate the change in revenue requirement for the 
specific settled issue indicated. The 5th section in Table 1, “All Issues Addressed in Settlement 
Agreement – Combined,” compares the revenue requirement for the entirety of the settled issues in the 
Settlement Agreement (as indicated in Column B) with the revenue requirement for the entirety of 
Hydro’s proposals (Column A). Column C in the 5th section indicates the difference between the 
revenue requirements. 
 
Attachment 2 to this letter is the completed chart, as requested by the Board. 
 
Should you have any questions or require further information, please contact the undersigned. 
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Ms. C. Blundon 
Public Utilities Board 

Yours truly. 

NEWFOUNDLAND AND LABRADOR HYDRO 
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Senior legal Counsel, Regulatory 
SAW/ la! 

Erlel. 

CC: Ntwfoyndland Power 
Mr. Ge rard M. Hayes 

COI'\5umer Advoute 

2 

Mr. Dennl~ M. Browne, Q.C, Browne Fi tlger~ld Morg~n & Avis 

Induilrial CUSI"""ef Group 
Mr. Paull. CoKworthy, Stt'wart McKelvey 

ece: ; Board of Commi$sione($ of l'ublk Utililies 
Ms. Jacqu; Glyf'ln 

PUB Ottlclt] Em, 1I 

Newfoundland Power 
Retu1lltory Em3') 

Consumer Advo~le 

Mr. Stephen F, F,tzgeri ld, Browne t Jt2!;" rald Mor&an 8. Avis 
M~. ~r.h G, Ftttat"l'ald, ti rowne Fitzgerald Mots"n & Avi~ 
Ms. Bernice B;liley, BrowllI! Fitzgerald Morsan 8< Avis 

Indlutrla l Customer (j ' DI,IP 
Mr. Dl!nls J, Flemini:, Cox & Palmer 

M r. Dl!in A. Porter, Poole Althouse 

Iron Ore CompllOy uf Canada 

Mr. Gresory A.C. Moore~, Stewart McKelvey 

Labrador Interconnected Group 
Mr, Sf!nwunl Luk. Olthu;1 Klef!r Town~h"nd UP 
MI, Ju lla Brown, Olthu;! I(.leer Towmhend UP 

• 

,-

I i " .. os " '1 



Issue / Customer Class Hydro Proposal
Settlement 
Agreement Difference Cumulative

(A) (B) (C) (D)
1 Muskrat Falls Generation - Only

Functionalization: Generation Generation

Classification: Equivalent Peaker System Load Factor

Newfoundland Power (before Rural Deficit) 878,406                   881,969                   3,563          3,563          

Total Rural Deficit allocated to NP 67,257                      66,890                      (367)            (367)            
Newfoundland Power (after Rural Deficit) 945,662                   948,859                   3,197          3,197          

Island Industrial 92,814                      89,365                      (3,449)         (3,449)         

Hydro Rural Labrador Interconnected Deficit Allocation 1,485                        1,471                        (14)               (14)               

2 Labrador Island Link - Only
Functionalization: Generation Generation

Classification: Equivalent Peaker System Load Factor

Newfoundland Power (before Rural Deficit) 878,406                   883,025                   4,619          8,182          

Total Hydro Rural Deficit 67,257                      66,781                      (476)            (843)            
Newfoundland Power (after Rural Deficit) 945,662                   949,806                   4,143          7,340          

Island Industrial 92,814                      88,343                      (4,471)         (7,920)         

Hydro Rural Labrador Interconnected Deficit Allocation 1,485                        1,467                        (18)               (32)               

3 Labrador Transmission Assets - Only
Functionalization: Generation Generation

Classification: Equivalent Peaker System Load Factor

Newfoundland Power (before Rural Deficit) 878,406                   879,049                   643              8,826          

Total Hydro Rural Deficit 67,257                      67,190                      (66)               (909)            
Newfoundland Power (after Rural Deficit) 945,662                   946,239                   577              7,917          

Island Industrial 92,814                      92,191                      (623)            (8,543)         

Hydro Rural Labrador Interconnected Deficit Allocation 1,485                        1,482                        (3)                 (35)               

4 Net Export Revenues - Only
Functionalization: Generation Generation

Classification: Equivalent Peaker System Load Factor

Newfoundland Power (before Rural Deficit) 878,406                   877,757                   (649)            8,176          

Total Hydro Rural Deficit 67,257                      67,323                      66                (842)            
Newfoundland Power (after Rural Deficit) 945,662                   945,079                   (583)            7,334          

Island Industrial 92,814                      93,442                      628              (7,914)         

Hydro Rural Labrador Interconnected Deficit Allocation 1,485                        1,488                        3                  (32)               

5 All Issues Addressed in Settlement Agreement - Combined
Newfoundland Power (before Rural Deficit) 878,406                   886,582                   8,176          

Total Hydro Rural Deficit 67,257                      66,415                      (842)            
Newfoundland Power (after Rural Deficit) 945,662                   952,997                   7,334          

Island Industrial 92,814                      84,899                      (7,914)         

Hydro Rural Labrador Interconnected Deficit Allocation 1,485                        1,453                        (32)               

1 Illustrative Revenue Requirements also include forecast specifically assigned charges.

Table 1: Summary of 2021 Illustrative Revenue Requirements resulting from the Settlement Agreement 1

($000)
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