
Disclaimer                                                 
 
The information made available in these files is provided as a service to the public and 
our customers. We have taken great care to ensure and maintain the accuracy and 
authenticity of information contained in this file; however, some information may 
inadvertently be inaccurate or dated. Accordingly, all figures, dimensions, statements and 
language are offered on an "as is" basis and without warranties of any kind, either express 
or implied. Anyone intending to rely on any of the information in this file should first 
confirm the accuracy and authenticity of such information with Newfoundland and 
Labrador Hydro at (709) 737-1370. We encourage users to contact us if you have any 
questions about the information presented or to identify any errors in these files. 
 
Newfoundland and Labrador Hydro does not warranty that the functions contained in 
these files are free from viruses or other harmful components. 
 
Newfoundland and Labrador Hydro nor any of its subsidiaries or affiliates, their 
employees, officers and directors shall be liable for any loss or damage, direct or indirect, 
which may arise or occur as a result of the use of or reliance upon any of the information 
provided in these files.  
 
All trademarks and trade names referred to or reproduced in these files are proprietary to 
their respective owners. 



 
 
September 4, 2001 
 
G. Cheryl Blundon 
Board Secretary 
Board of Commissioners of Public Utilities 
Suite E210, Prince Charles Building 
120 Torbay Road 
P.O. Box 21040 
St. John’s, NF 
A1A 5B2 
 
Dear Ms. Blundon: 
 
Re:  Newfoundland & Labrador Hydro’s 2001 General Rate Application 
 
Please find enclosed the original plus seventeen (17) copies of Newfoundland and 
Labrador Hydro’s responses to Requests for Information for the following numbers: 
 
CA-171, 172, 173, 174, 175, 176, 177, 178 and 179. 
 
IC-236, 238, 240, 241 and 242. 
 
Yours truly, 
 
Newfoundland and Labrador Hydro 
 
 
 
___________________________ 
Maureen P. Greene, Q.C. 
Vice-President & General Counsel 
 
MPG/jc 
 
Enclosure



 
cc: Gillian Butler, Q.C. and Peter Alteen 
 Counsel to Newfoundland Power Inc. 
 55 Kenmount Road 
 P.O. Box 8910 
 St. John’s, NF 
 A1B 3P6 
 
 Janet M. Henley Andrews  and Joseph S. Hutchings 
 Stewart McKelvey Stirling Scales  Poole Althouse Thompson & Thomas 
 Cabot Place, 100 New Gower St.  P.O. Box 812, 49-51 Park Street 
 P.O. Box 5038    Corner Brook, NF 
 St. John’s, NF    A2H 6H7 
 A1C 5V3  
 
 Dennis Browne, Q.C.   (Stephen Fitzgerald, Counsel for the 
 Consumer Advocate   Consumer Advocate) 
 c/o Browne Fitzgerald Morgan & Avis c/o Browne Fitzgerald Morgan & Avis 
 P.O. Box 23135    P.O. Box 23135 
 Terrace on the Square, Level II  Terrace on the Square, Level II 
 St. John’s, NF    St. John’s, NF 
 A1B 4J9     A1B 4J9 
 
 Mr. Edward M. Hearn, Q.C. 

Miller & Hearn 
450 Avalon Drive 
P.O. Box 129 
Labrador City, NF 
A2V 2K3 

 
Mr. Dennis Peck 

 Director of Economic Development 
 Town of Happy Valley-Goose Bay 
 P.O. Box 40, Station B 
 Happy Valley-Goose Bay 
 Labrador, NF 
 A0P 1E0 
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Q. In 1997 Newfoundland Hydro participated in a joint study with Newfoundland 

Power into the potential for mini-hydro in island rural isolated systems. 

Please provide a copy of that study. 

 

 

A. Please refer to the attached study. 
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Q. Please provide the costs associated with (i.e. producing/printing, etc.) 

Newfoundland Hydro's Annual Reports for each of the years 1992 to the year 

2000. 

 

 

A. Costs associated with Hydro's Annual Reports are as follows: 

 

   Year          Amount  8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

  1992 $ 63,304 

  1993  69,854 

  1994  61,640 

  1995  49,078 

  1996  63,854 

  1997  52,106 

  1998  69,204 

  1999  75,183 

  2000  62,345 

 

 These costs include: photography, layout, printing and related professional 

costs.  
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Q. In reference to CA 100, wherein Newfoundland Hydro acknowledges 

purchases of power from Newfoundland Power, please provide details of 

specific purchases for the years 1996 to the present, including the reason for 

the purchase and the cost of the purchase in each instance. 

 

 

A. Please refer to the following table.  Please note that costs are available only 

on a monthly basis.

 

YEAR DATE DURATION 
(Hours) 

REASON COST 

1996 02-Jan 3.0 

Peak load conditions combined with 
Upper Salmon unavailable due to frazil 
ice & Holyrood Unit #2 unavailable due 
to vibration 

$6,994.43  

1996 31-Dec 0.5 
Peak load conditions combined with 
Holyrood Unit #1 unavailable for 
maintenance 

$1,546.27  

1997 08-Dec 1.5 
Holyrood Unit #3 unavailable, Units #1 & 
#2 Tripped, Forced outage on TL 202 
while isolating TL 206 

$3,907.11  

1998 04-Apr 5.0 Holyrood Units #1 & #2 Tripped 
1998 17-Apr 0.5 Holyrood Unit #1 Tripped 

1998 29-Apr 1.5 Holyrood Unit #1, only unit online, had to 
come down due to blown PT fuse 

$11,826.54  

1998 27-Oct 3.0 TL 202 tripped while TL 206 out 
 $2,689.10  
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Q. Provide a list of the billing payment options that Hydro makes available to its 

retail customers.  For example, does Hydro offer equalized billing to its 

customers? 

 

A. A list of payment options are as follows: 

- By mail 

- In person at Happy Valley, Wabush, St. Anthony and St. John’s offices 

- At any chartered bank including telephone banking, Interac, or internet as 

offered by the various banking institutions. 

 

Hydro does not presently have preauthorized payment or equalized billing 

options available.   
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Q. Provide a comparison of the cost components and their contributions to the 

basic customer charge for Domestic and General Service customers on the 

Island Interconnected System, the Labrador Interconnected System and the 

Isolated Rural Systems. 

 

A. The following table compares the unit customer costs for each rate class as 

identified in Schedule 1.3 of Exhibit JAB-1 with the proposed basic customer 

charges for the Labrador Interconnected System and the projected basic 

customer charges for the Island Interconnected System and Isolated System 

customers based on applying the projected average increase to 

Newfoundland Power’s customers of 3.68% to existing basic customer 

charges.      

 

Rate Class Customer Cost Basic Customer Charge 
Island Interconnected    
         Domestic $20.73 $16.90 
         General Service 2.1 23.21 19.24 
         General Service 2.2 38.25 20.97 
         General Service 2.3 38.82 94.44 
         General Service 2.4 35.94 188.88 
Labrador Interconnected    
          Domestic HVGB $20.06 $7.00 
          Dom. Lab City / Wab 20.06 3.75 
          General Service 2.1 22.42 9.10 
          General Service 2.2 36.72 - 
          General Service 2.3 37.89 - 
          General Service 2.4 37.89 - 
Island Isolated Systems   
           Domestic $46.69 $16.90 
           General Service 2.5 53.51 19.24 
Labrador Isolated Systems   
           Domestic $22.20 $16.90 
           General Service 2.5 25.41 19.24 
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Q. Document the benefits to consumers resulting from the new Customer 

Information System.  What additional information will be available to 

customers related to their bills?  Will the bill itself be revised to add 

information?  Will customers have access to additional billing and 

consumption information over the internet? 

 

A. Hydro did not have an integrated online Customer Information System before 

the implementation of J. D. Edwards system therefore the main benefit to 

consumers is the availability of up-to-date customer information throughout 

all areas of the Hydro system.  Any customer inquiries can be immediately 

dealt with.  Work orders can be issued immediately to  field staff and 

subsequently monitored and reviewed by Customer Services staff.   

 

Additionally, the time span between meter reading and billing has been 

reduced by approximately two weeks.  The previous delay in getting bills out 

to customers resulted in a number of inquiries and complaints since the 

billing period lagged from the actual consumption period.   

 

The new system has also provided Hydro with additional development 

capability to implement additional payment options including preauthorized 

payment and equalized billing.  This capability did not exist with the previous 

system. 

 

 The bill itself will be revised as additional system features such as finance 

charges or equal payment plans are added.   No other revisions are currently 

planned.
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 Hydro has no short-term plan to provide access to additional billing and 

consumption information over the internet.  Over the next year, Hydro will 

evaluate the importance of this service feature to our customers with a view 

to implementation at a later date.   
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Q. How often does Hydro read meters, and what percentage of customer bills 

have been estimated over the past two years?  Are the past two years 

reflective of the future, and if not, what is Hydro doing to reduce the number 

of estimated bills? 

 

A. Meters are read on a monthly basis and over the past two years 

approximately 1% of readings have been estimated.  Where possible, Hydro 

will obtain a reading rather than estimate.  Hydro plans to continue the 

current practice with regard to reading meters. 
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Q. Provide typical load profiles for the following: winter weekday, winter 

weekend, spring week-day, spring weekend, summer weekday, summer 

weekend, fall weekday, and fall weekend.  On each load profile, show the 

typical resource profile for meeting the load including hydro, Holyrood and 

combustion turbine/diesel generation. 

 

 

A. The attached graphs show the load profiles for each of the periods 

requested.  Since combustion turbine and diesel generation are reserved for 

peak or contingency operation, no production from these types of units are 

expected on typical days. 

   



CA-179 
2001 General Rate Application 

Page 1 of 1 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

 

Q. Hydro’s response to PUB-68 includes a May 11, 2001 letter from Mr. Hayes 

of Newfoundland Power to Mr. Young of Hydro addressing Newfoundland 

Power’s position regarding an appropriate demand-energy rate structure for 

Hydro’s wholesale tariff. In its response to IC-205, Hydro indicates its 

agreement with Newfoundland Power’s position stated in the letter. With 

regard to this letter, provide the following: 

 

(i) Explain how a demand-energy rate would create volatility in the 

earnings of both Hydro and Newfoundland from year to year. 

 

(ii) Provide an estimate of how much consumer rates would increase 

owing to Hydro’s increased business risk resulting from a demand-

energy wholesale rate. 

 

(iii) What are the benefits arising from a demand-energy rate? Provide 

an estimate of the value of benefits arising from a demand-energy 

rate and compare it to the costs arising from the increased 

volatility. 

 

(iv) Provide all documentation related to public pressure to provide 

stable rates and that leads Hydro to believe that public reaction to 

an increase in the variability of electricity rates would be 

overwhelmingly negative. 

 

(v) Provide an estimate of Hydro’s overall cost to provide stable rates 

by component, and compare it to the consumer benefits related to 

reduced rates owing to Hydro’s reduced business risk.
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A. (i) Newfoundland Power has a very high proportion of weather sensitive 

load. Therefore their peak for any year would be determined to a great 

extent by the actual weather conditions for that year. An abnormally 

cold day could result in significantly higher demand and therefore 

increased purchased power cost for Newfoundland Power and 

revenue for Hydro. Conversely the absence of a typical cold day could 

result in significantly lower peak with the respective impacts on the 

purchased power expense for Newfoundland Power and revenues for 

Hydro. Variations in energy related revenue due to abnormal weather 

are offset somewhat by the load variation component of the RSP.  

 

(ii) The increase in rates due to the increased business risk will be 

dependent on the increase in ROE allowed by the Board to offset the 

increase in business risk. 

 

(iii) In theory, pricing each component of a rate close to its embedded cost 

provides a better matching of revenue to embedded cost. The volatility 

of revenue from each rate component net of the related change in cost 

could thereby be reduced if the average embedded cost change is 

similar to the incremental cost change. It is also desirable to price the 

run-out energy rate in line with incremental cost to promote efficient 

use of resources. At times these two objectives are contrary to each 

other. For example the average energy cost for Newfoundland Power 

as per JAB-1, Schedule 1.3 is 2.586 ¢/kWh. The incremental cost of 

energy produced at Holyrood based on $28 /bbl is 4.59 ¢/kWh. The 

proposed flat energy charge of 4.8 ¢/kWh is more consistent with the 

pricing objective to promote efficient use of resources. Therefore, the 

benefits, if any, of a demand-energy rate structure depend on the 

relative priority one places on the various rate design objectives. 
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 (iv) Please see response to NP-27 regarding Hydro’s 2000 Customer 

Survey whereby “electricity at a reasonable cost” was ranked number 

3 by customers.  Attached are various 1985 newspaper clippings, as 

well as extracts from the transcripts of Hydro’s 1985 General Rate 

Application both of which outline customers’ concerns at the time, 

concerning major fluctuations in electricity rates due to the application 

of a fuel adjustment charge formula.  This formula was subsequently 

eliminated and replaced on January 1, 1986 with the Rate 

Stabilization Plan. 

 

(v) As identified in part (ii) above, the impact of a change in business risk 

cannot be quantified hence the requested comparison cannot be 

made. 
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Q. Provide the table shown in the response to IC-7 using the actual amounts of 

subsidy which would have been assigned by the Cost of Service Study to a 

class of customers other than the Industrial Customers had the Industrial 

Customers not been required in those years to contribute to the subsidy. 

 

A. See the table below.  Cost of Service studies for 1996 and 1998 are not 

available.  The 1997 Industrial Deficit allocation will be available from the 

1997 Cost of Service study, to be filed by the end of September.

 

 

Year 
Industrial 
Revenue  

(excl. RSP) 

Cost of Service 
Industrial Deficit 

Allocation  

Industrial 
Revenue Net 
of Subsidy 

1992 $46,380,228  $5,128,157 $41,252,071 

1993 46,158,300 5,233,203 40,925,097 

1994 40,429,978 4,532,058 35,897,920 

1995 44,467,369 5,397,548 39,069,821 

1996 47,526,674 --- --- 

1997 47,689,883 --- --- 

1998 36,269,044 --- --- 

1999 43,453,323 4,105,999 39,347,324 
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Q. Provide detailed calculations of the derivation of the average energy rate and 

average demand charge for Industrial Customers as set out in the response 

to IC 206(2). 

 

A. The rates used were based on Industrial Rates as outlined in the table below:

 Industrial Rate (IC) as of July 1   
 Column 1 Column 2 Column 3 Column 4 
 Energy1 Demand2 Average3 Industrial Rate4 
 (¢ per kWh) ($ per KW) Rate Index 

1991 2.560 8.25 3.723 1.000 
1992 2.560 8.25 3.723 1.000 
1993 2.333 8.25 3.496 0.939 
1994 2.333 8.25 3.496 0.939 
1995 2.265 8.25 3.428 0.921 
1996 2.320 8.25 3.483 0.936 
1997 2.403 8.25 3.566 0.958 
1998 2.482 8.25 3.645 0.979 
1999 2.654 8.25 3.817 1.025 
2000 2.284 7.36 3.321 0.892 
2001F 2.214 7.36 3.251 0.873 
2002F 2.867 7.01 3.855 1.036 
2003F5   4.130 1.109 
2004F5   4.390 1.179 
2005F5   4.310 1.158 
Notes:     
1. Energy is the actual Industrial Rate as of July 1 each year inclusive  
    of all adjustments, including RSP.    
2. Demand is the actual Industrial Rate as of July 1 each year.  
3. Average Rate  =    
    Column 1 + (Column 2  ÷ ((365 days X 24 hours X 81% Load factor*) ÷ 1000)) 
     * Median industrial load factor of 81% for the period used to express energy rate. 
4. Industrial Rate Index = Current Year Average Rate ÷ 1991 Average rate 
5. 2003F to 2005F average rates were extracted from page 14 of the Newfoundland  
    and Labrador Hydro Financial Plan as filed in response to IC-98. 
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Q. Outline quantitatively the impact on the Cost of Service Study of the 

introduction of new generation sources in 2003 as forecast in the five-

year plan of Hydro produced in response to IC 98. 

 

A.   New sources of generation forecast for 2003 are Granite Canal and 

NUG power purchases.  During 2003 these sources are forecast to 

have the following financial impact on Hydro: 

 

    Interest     $4.7 m 

    Depreciation    $0.3 m 

   Operating and Maintenance $0.3 m 

  Power Purchases   $3.6 m 

   Fuel Savings (net of RSP)           ($1.5 m) 13 

14    

    Total    $7.4 m 15 
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Q. The response to IC-87 indicates that if the GNP transmission lines, terminal 

stations and generators were assigned to the rural class, the wheeling rate 

would be 0.541 cents / kWh (page 27, line 3). The same reference in J. 

Brickhill’s evidence and page 4 of rate schedule A shows that Hydro’s 

proposed wheeling rate is 0.695 cents / kWh. Explain why the transmission 

lines and terminal stations on the Great Northern Peninsula increase the 

wheeling rate by 28.47% when the wheeling is between; (a) Buchans and 

Grand Falls, (b) Buchans and Stephenville, and (c) Grand Falls and 

Stephenville. 

 

A. Hydro’s wheeling rate is based on costs and energy associated with the 

Common transmission grid.  The allocation of the Great Northern Peninsula 

in IC-87 changes the definition of the Common transmission grid, and 

transmission costs and energy change accordingly.  Refer also to the 

response to IC-225. 
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Q. Further to IC-120 (3), 

a) In 2000, what was the total amount re-allocated from Island 

Interconnected Rural Customers to Industrial Customers? 

b) From January 1 to June 30, 2001, what was the total amount re-

allocated from the Island Interconnected Rural Customers to Industrial 

Customers? 

c) What is the 2001 forecast for the total amount re-allocated from the 

Island Interconnected Rural Customers to Industrial Customers? 

 

A.        Further to IC-120 (3), 

a) The total amount re-allocated from rural customers to Industrial 

customers in 2000 is $838,000.   This includes Rural Rate Alteration, 

which is applicable to several systems and an integral part of the re-

allocated amount.  This amount, along with appropriate interest, will 

be credited back to the Industrial Plan in the August 2001 RSP report. 

b) From January 1 to June 30, 2001, based on the actual RSP, the total 

amount re-allocated from rural customers to Industrial customers is 

$742,000. This amount, as well as the July and August amounts, 

along with appropriate interest, will be credited back to the Industrial 

Plan in the August 2001 RSP report. 

c) The 2001 forecast total amount to be re-allocated from rural 

customers to Industrial customers is $1,844,000.  This is based upon 

the 2001 forecast entirely, and has not been updated to reflect any 

2001 actual activity, including removal of the rural deficit re-allocation 

noted in parts a) and b).  Subsequent to the August 2001 correction, 

the September to December RSP will be calculated without further 

allocation of the Rural Deficit to Industrial Customers. 



 
 
 
 
 
September 4, 2001 
 
G. Cheryl Blundon 
Board Secretary 
Board of Commissioners of Public Utilities 
Suite E210, Prince Charles Building 
120 Torbay Road 
P.O. Box 21040 
St. John’s, NF 
A1A 5B2 
 
Dear Ms. Blundon: 
 
Re:  Newfoundland & Labrador Hydro’s 2001 General Rate Application 
 
Please find enclosed the original plus seventeen (17) copies of Newfoundland and 
Labrador Hydro’s responses to Requests for Information IC-239. 
 
 
Yours truly, 
 
Newfoundland and Labrador Hydro 
 
 
 
___________________________ 
Maureen P. Greene, Q.C. 
Vice-President & General Counsel 
 
MPG/jc 
 
Enclosure



 
cc: Gillian Butler, Q.C. and Peter Alteen 
 Counsel to Newfoundland Power Inc. 
 55 Kenmount Road 
 P.O. Box 8910 
 St. John’s, NF 
 A1B 3P6 
 
 Janet M. Henley Andrews  and Joseph S. Hutchings 
 Stewart McKelvey Stirling Scales  Poole Althouse Thompson & Thomas 
 Cabot Place, 100 New Gower St.  P.O. Box 812, 49-51 Park Street 
 P.O. Box 5038    Corner Brook, NF 
 St. John’s, NF    A2H 6H7 
 A1C 5V3  
 
 Dennis Browne, Q.C.   (Stephen Fitzgerald, Counsel for the 
 Consumer Advocate   Consumer Advocate) 
 c/o Browne Fitzgerald Morgan & Avis c/o Browne Fitzgerald Morgan & Avis 
 P.O. Box 23135    P.O. Box 23135 
 Terrace on the Square, Level II  Terrace on the Square, Level II 
 St. John’s, NF    St. John’s, NF 
 A1B 4J9     A1B 4J9 
 
 Mr. Edward M. Hearn, Q.C. 

Miller & Hearn 
450 Avalon Drive 
P.O. Box 129 
Labrador City, NF 
A2V 2K3 

 
Mr. Dennis Peck 

 Director of Economic Development 
 Town of Happy Valley-Goose Bay 
 P.O. Box 40, Station B 
 Happy Valley-Goose Bay 
 Labrador, NF 
 A0P 1E0 
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Q. Confirm that the response to PUB-68 contains the entire rationale of Hydro in 

determining that a demand/energy rate for Newfoundland Power is 

inappropriate. If this statement is not accurate, please provide all documents 

available to Hydro which support this determination, including the latest 

alternative rate proposals put forward or considered by Hydro or 

Newfoundland Power when this issue was being dealt with. 

 

A. The letter attached to PUB-68 outlines Newfoundland Power’s rationale for 

determining that a demand/energy rate for Newfoundland Power is 

inappropriate. Hydro concurs with the conclusion.  

 

The load pattern impact of a choice of rate concept depends upon the 

response of the end-user to the prices paid for service.  Such prices become 

the cost for the end-user.  In this instance, Newfoundland Power is not an 

end-user, so the load pattern supplied by Hydro is a derived demand.  It is 

derived from the demand of Newfoundland Power’s customers as they 

respond to the rate structure of that firm. 

 

A claimed disadvantage of an energy-only rate is that such a rate will 

encourage or, at least, not discourage wasteful use of capacity.  Similarly, a 

claimed disadvantage of a demand-only rate is that it will not discourage 

wasteful use of energy.  However, so long as the rate design used by 

Newfoundland Power to bill its customers reflects the proper recovery of 

demand, energy, and customer components of the total cost of service of 

NP, including its purchase from Hydro, there will not be an adverse impact on 

the load pattern, i.e., a wasteful use of demand caused by Hydro’s energy-

only rate for service to NP.
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  An energy only rate also allows for better cooperation between the two 

utilities regarding the operation of Newfoundland Power’s generation as 

outlined in CA-55. There is also reduced volatility in Hydro’s revenue and 

Newfoundland Power’s purchased power expense as outlined in CA-179 with 

resulting lower business risk for both utilities. 

 

 Attached are 2 documents related to analysis of various rate design options 

discussed by Hydro and Newfoundland Power. Attachment (a) is a 

compilation of several alternative case impacts that had been prepared as 

follow up to a meeting held on August 25, 1992.  Each case shows the 

impact on revenue for a two year period compared to the COS. As the 

various cases were discussed at meetings involving rates personnel from 

each utility and each meeting was a progression from the previous one and 

the analyses discussed were typically refinements from ones previously 

discussed, there was very little documentation involved. Attachment (b) is a 

letter dated September 11, 1992 from Derek Osmond to John Evans 

summarizing Hydro position to that point.  


































