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Q.  Reference: Responses to PUB-NLH-102 and IIC-NLH-002  1 

a) Reconcile the statement “the likely small share of fuel costs, which limits the cost 2 

allocation impacts of moving to demand-related allocation” with the $65.0 million of 3 

Test Year No. 6 fuel cost and with IIC-NLH-022(c), which reports that classifying that fuel 4 

on the capacity factor reduces Island Industrial cost responsibility by approximately $2.4 5 

million, or 5.5 percent of that class’s cost of service.  6 

b) At what impact would Hydro consider the classification as material? 7 

c) Explain if it is Hydro’s position that consideration of past practice and materiality 8 

displace cost causation where the two point in different directions. 9 

d) Provide the class effect of classifying as demand-related the $2.23 million fuel cost 10 

increment identified at PUB-NLH-102(e) as arising from the 563-kWh-per-barrel 11 

conversion factor relative to the 2019 Test Year value of 583 kWh per barrel, and 12 

confirm that Hydro attributes that increment to running units at minimum output for 13 

reliability purposes. 14 

 15 

 16 

A. a) The statement was made based on the premise that the fuel for the third unit was classified 17 

as demand based on its role as a peaking unit for the few days of extreme cold, while fuel 18 

for the other two units was classified as energy.  19 

b) Newfoundland and Labrador Hydro’s (“Hydro”) position is that the Holyrood Thermal 20 

Generation Station fuel should continue to be classified as energy. Therefore, any deviation 21 

from that position will result in variances. An overall rate increase of 5.5% would be within 22 

the acceptable range. 23 

c) Hydro’s position is to reflect cost causation primarily. When a generator’s function changes 24 

materially, a utility could argue for retaining existing methods if the costs aren’t material or 25 
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if the change is itself applicable for a transitional period. Arguably, Holyrood’s planned 1 

transition fits these criteria.   2 

d) Please refer to PUB-NLH-169, Attachment 1. The increment in the conversion factors is 3 

primarily due to running the units at minimum output. 4 
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