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CA-NLH-199

2026 General Rate Application
Page 1 of 2

Filed: 2026-08-28

Reference: Volume 1, pages 135-136; Volume 3, pages 676, 680

Explain and quantify the proposed Muskrat Falls PPA Sustaining Capital Deferral Account
treatment, including how current sustaining capital payments are removed from immediate
supply-cost recovery and replaced with amortization based on composite depreciation rates.
Provide continuity schedules for 2024-2035 showing additions, AFUDC, amortization, carrying
charges, ending balances, revenue requirement impact, and class allocation, together with the
derivation of the 1.42% and 1.71% composite depreciation rates and any sensitivity to

alternative amortization periods.

In Board of Commissioners of Public Utilities (“Board”) Order No. P.U. 33(2021), the Board
approved Newfoundland and Labrador Hydro’s (“Hydro”) proposed Muskrat Falls Power
Purchase Agreement (“PPA”) Sustaining Capital Deferral Account to be effective on the date
upon which Hydro is required to begin payments under the Muskrat Falls PPA. The Muskrat Falls
PPA requires Hydro to make operating cost payments, which include sustaining capital
contributions as they are incurred for the Muskrat Falls generating assets and the Labrador
Transmission Assets (“LTA”). Hydro believes that recognizing sustaining capital costs as required
by the Muskrat Falls PPA does not match the timing of the benefit the sustaining capital assets
provide. Hydro believes that this approach is inconsistent with intergenerational equity
principles and may lead to rate volatility because customers would be required to pay the full
amount of sustaining capital investments as they are incurred. Treating these sustaining capital
costs more like capital costs and amortizing over the expected useful life allows for matching of

the expenditures with the timing of the benefits they provide to customers.

Please refer to CA-NLH-199, Attachment 1 for a Muskrat Falls PPA Sustaining Capital Deferral

Account continuity schedule for years 2024 to 2030.

The Muskrat Falls and LTAs composite depreciation rates were calculated using the Service Lives

Estimates provided by Concentric Advisors, Inc. and weighting the service life based on the total
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historic costs® in each of the Muskrat Falls Corporation and Labrador Transmission Corporation
units of property. Please refer to CA-NLH-199, Attachment 2 for the calculation of the Labrador
Transmission Corporation assets composite depreciation rate and CA-NLH-199, Attachment 3 for

the calculation of the Muskrat Falls Corporation assets composite depreciation rate.

No alternative amortization periods have been considered to date.

1 The historic costs used to calculate the Muskrat Falls and LTAs composite rates are based on actual 2025 historic cost balances
as at December 31, 2025.
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Muskrat Falls Power Purchase Agreement Sustaining Capital Deferral Balance Continuity Schedule 2024 to 2030"

(in $ Thousands)

Balance, December 31, 2024 - Actuals

Additions
Interest During Construction
Depreciation

Balance, December 31, 2025 - Forecast

Additions
Interest During Construction
Depreciation

Balance, December 31, 2026 - Forecast

Additions
Interest During Construction
Depreciation

Balance, December 31, 2027 - Forecast

Additions
Interest During Construction
Depreciation

Balance, December 31, 2028 - Forecast

Additions
Interest During Construction
Depreciation

Balance, December 31, 2029 - Forecast

Additions
Interest During Construction
Depreciation

Balance, December 31, 2030 - Forecast

" Numbers may not add due to rounding.

Sustaining Capital - Muskrat Falls
757

4,085

75

4,918
3,665
132

8,715
5,396
328
(124)
14,315
1,005
16
(205)
15,132
1,437
23
(220)
16,372
4,630
74
(240)
20,836

Sustaining Capital - LTA
15,197
3,592
85

18,874
15,265
767

34,906
3,224
82
(597)
37,615
2,793
45
(653)
39,799
1,248
20
(702)
40,364
742
12
(724)
40,394

Total
15,954

23,791

43,620

51,930

54,930

56,736

61,230
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