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NLH-96 (Re: p.21, lines 14 to 19)

Q: Please provide further details as to why this secondary sales revenue should be applied to
offset the overall rural deficit paying particular attention to the issue of cost causation.

A: Per JAB-1, Schedule 1.2, the Goose Bay secondary revenues ($2.99 million at line 4, column
2) are calculated in the cost of service study to be well in excess of the costs they cause on the
system ($138 thousand at line 4, column 3) which gives rise to the revenue credit. There is no
principled cost causation basis to distribute this revenue credit, just as there is no cost
causation basis to distribute the rural deficit in the manner currently proposed. There is merit,
however, in treating on a consistent basis both the rural deficit and the Goose Bay secondary
sales surplus.


