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Q.  Please provide an illustration using the definition proposed for the AFUDC Deferral Account to 1 

support the Forecast 2027 AFUDC and IDC presented in Table 1, page 3, Schedule 1, including: 2 

a) the calculation of the approved rate of return on average rate base used to calculate 3 

AFUDC; 4 

b) the calculation of the embedded cost of debt used to calculate IDC; and 5 

c) a summary of assumptions used in the calculation. 6 

 7 

 8 

A. Since the submission of the application for approval of the Allowance for Funds Used During 9 

Construction (“AFUDC”) Deferral Account, Newfoundland and Labrador Hydro (“Hydro”) has 10 

filed its 2026 General Rate Application (“GRA”). The GRA includes more up-to-date Forecast 11 

2027 AFUDC and Interest During Construction (“IDC”) information, which has been reflected in 12 

the response below.  13 

a) Hydro is proposing to use its most recently approved Weighted Average Cost of Capital 14 

(“WACC”) to calculate capital financing costs under AFUDC. In the test year, the WACC 15 

percentage and approved rate of return on rate base percentage are the same. Support for 16 

the calculation of the proposed WACC, which was used in the calculation of AFUDC, is 17 

included in PUB-NLH-001, Attachment 1, as also provided in Schedule D of Hydro’s 2026 18 

GRA. 19 

b) Support for the embedded cost of debt used to calculate IDC is included in PUB-NLH-001, 20 

Attachment 2, as also provided in Schedule D of Hydro’s 2026 GRA. 21 

c) Please refer to PUB-NLH-001, Attachment 3 for a revised calculation of the Forecast 2027 22 

AFUDC and IDC, including assumptions used in the calculation, using updated forecast 23 

information that is included in the 2026 GRA. 24 
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