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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.  


































