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PUB-NP-031

Requests for Information NP 2019/2020 GRA

Q.

Page 3-32, lines 5-9: Please provide all capital and operating costs incurred from
2008-2015 that have arisen solely due to severe weather conditions. State what costs
have not been recovered from customers and their impact on Newfoundland
Power’s financial position.

All capital and operating costs incurred from 2008 to 2017 that have arisen due to severe
weather events are included in Attachment A.

Over the 2008 to 2017 period, Newfoundland Power has incurred operating costs of
approximately $5.2 million and capital costs of approximately $9.5 million related to
severe weather events. This does not include operating and capital costs related to more
routine weather events that typically only take hours to facilitate repairs and return
service to customers.

The operating costs in a given year have ranged from $125,000 in 2014 to $1,940,000 in
2010. During the 2008 to 2017 period, the Company did not include the cost of extreme
weather events in its annual operating budget. Because these costs are not included in the
ratemaking process, they are not recovered from customers in any formal sense.*

Newfoundland Power begins to recover the capital costs for severe weather events from
customers once customer rates are reset.2 This typically follows a general rate
application. Because recovery of these costs commences only when new customer rates
are set, the shareholder effectively funds the capital costs until the new rates are
established.

The effect of the unrecovered costs reduced Newfoundland Power’s after-tax earnings by
a range of approximately $0.1 million in 2014 to $1.8 million in 2010.3

See the response to Requests for Information PUB-NP-039 in the Company’s 2016/2017 General Rate
Application.

For severe weather events, the Company will typically use the Unforeseen Allowance and apply to the Board to
increase this allowance when necessary. In 2010, the Company applied to increase the Unforeseen Allowance
to recover capital costs associated with the March Ice Storm (See Order No. P.U. 17 (2010)) and Hurricane Igor
(See Order No. P.U. 35 (2010)).

This includes the after-tax effect of the operating costs and estimated financing and depreciation effects
associated with capital costs.
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