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NLH-94 (Re: p.10, lines 27-37)

Q:

A:

Please explain the use of the phrase various interruptible demand alternatives as found on
line 28 in relationship to Newfoundland power.

The phrase “various interruptible demand alternatives’ as found on line 28 at page 10 isa
summary for the specific alternatives reviewed at section 3.5 (starting at page 17), namely the
NP self generation alternative for dispatchable reductions in Hydro's demand and the
Industrial Interruptible “B” aternative for dispatchable reductionsin Hydro’s demand.

Hydro operates its system to supply power to customers throughout the year. In doing so,
Hydro has developed a number of facilities and approaches to supply base load and energy,
and to meet system peak demands. There are basically two aternatives for Hydro to meet its
system peaks - Hydro can dispatch its own generation to increase its output, or it can dispatch
areduction in the customer load it has to serve. In each case, Hydro will make the decision
as to which of these approaches to use based on a variety of operating and plant
considerations. In terms of reducing customer peak loads, Hydro has a number of options to
use:

1 Interrupting Sur plus Ener gy Sales Programs. Hydro can reduce the load it has to
supply by interrupting non-firm energy (as described in Schedule A of the Application,
page 3 of 27). Thisis energy that is only made available when Hydro has surplus
generating capacity from Holyrood or Hydroel ectric sources.

2. I nterrupting Non-firm Demand: Hydro can reduceits short-term peak demand load
in two ways:
a Interruptible ‘B’: Hydro can reduce the peak it has to supply industria

customers through an interruption to Interruptible B power. Thisis arate that Hydro
offers customers who can drop their load when requested to do so by Hydro to meet
such peaks and system emergencies. The use of Interruptible B over the last number
of yearsis shown in response to question NP-133 (c).

b. NP self-generation: Hydro can request NPto reduceits net load on the system
by starting up its generating facilities. The use of these generating facilities over the
last number of yearsto help reduce NP net |oad is shown in response to question CA-
173.

As noted above, the ‘various interruptible demand alternatives’ referred to at page 10isin
reference to the two dispatchable load reductions listed in bullet 2 above (for both NP and
IC). In principle, these two load reductions are very similar:
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- Hydro canrequest areduction inload and the customer responds by reducing itsnet load

- reductions are only requested afew times per year if at all

- thereductionsare used to meet the highest system peak |oads, after Hydro has dispatched
its own suitable generation

- theduration of load reduction is generally quite short

- the customer receives a benefit from Hydro annually in terms of reduced energy costs
or credits, whether the reduction is used or not

- athetimeof thereduction, Hydro paysthe customer for the cost of the energy (theseare
very small compared to the annual payment)

Hydro has not applied to the Board for specific rates for these interruptible demand
alternatives. Hydro proposes to compensate NP via a complex credit within the COS
calculations; the overall result isto build into NPs proposed rates a specific compensation
approach for thisservice. The Interruptible ‘B’ rateis currently covered in acontract with one
customer - Hydro has not explained why this rate is not included in its application.
Consideration of interruptible demand rates within this hearing is relevant particularly given
Hydro's clear need to address capacity shortfalls on the Island Interconnected System in the
near future (per Budgell, Schedule XI1) and the need to demonstrate consistency and fairness
in the treatment of these two interruptible demand alternatives.



