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Q. Reference: IC-271 (Rev) Production Demand RSP reallocations and 1985 1 

Report of the Board on Hydro’s Rate Proposals 2 

a) Please confirm that in the attached Table 2: 3 

i. columns A and B show the 1992 PUB approved Production 4 

Demand Cost from IC-1 (a) Forecast Final COS Schedule 3.2A 5 

page 2; 6 

ii. columns C and D show the 2000 RSP Production Demand cost 7 

allocation from IC-271; 8 

iii. columns G and H show the 2001RSP Production Demand cost 9 

allocation from IC-272 (a). 10 

b) Please confirm that in Table 2, the small reallocation for ‘Revised 11 

Rural Customers’ is shown as the last line of the table and accounts 12 

for the entire difference in Production Demand costs in the three years 13 

shown. 14 

c) Please confirm that Table 2 shows a reallocation of ‘Production 15 

Demand’ costs between customer groups from the 1992 Forecast 16 

Final COS. 17 

d) Please confirm that Hydro’s earnings are in no way affected by the 18 

reallocation of ‘Production Demand’ costs (i.e. the RSP simply 19 

redistributes the $90,639,495 ‘Production Demand’ related costs from 20 

the 1992 COS between customer groups, which has no net impact on 21 

Hydro’s earnings). 22 

e) Please provide the basis for Hydro reallocating ‘Production Demand’ 23 

costs in the RSP. 24 

f) Please confirm that Hydro does not propose to continue with 25 

reallocation of the ‘Production Demand’ costs in the RSP in future 26 

years. 27 



Table 2: Production Demand Cost Allocation

column A column B column C column D column E column F column G column H column I column J

1992 COS FINAL from IC-1(a) 2000 RSP from IC-271 2001 RSP from IC-272(a)

Production 
Demand Cost 
Allocation Ratio

Production 
Demand Cost 
Allocation Ratio

Production 
Demand Costs 
using 1992 PUB 
approved 
allocation difference

Production 
Demand Cost 
Allocation Ratio

Production 
Demand Costs 
using 1992 PUB 
approved 
allocation difference

Newfoundland Power 71,263,387 78.62% 69,089,336 76.27% 71,217,997 -2,128,661 69,477,893 76.70% 71,216,934 -1,739,041
Island Industrial 12,868,790 14.20% 13,764,796 15.20% 12,860,593 904,203 13,170,392 14.54% 12,860,402 309,990
Rural Interconnected 6,507,318 7.18% 7,727,632 8.53% 6,503,173 1,224,459 7,932,127 8.76% 6,503,076 1,429,051

Total 90,639,495 100.00% 90,581,764 100.00% 90,581,764 0 90,580,412 100.00% 90,580,412 0

Difference due to -57,731 -59,083
Revised Rural Customers
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A. Reference: IC-271 (Rev) Production Demand RSP reallocations and 1985 1 

Report of the Board on Hydro’s Rate Proposals 2 

a) In the attached Table 2: 3 

i. columns A and B show the 1992 PUB approved Production 4 

Demand Cost from IC-1 (a) Forecast Final COS Schedule 3.2A 5 

page 2; 6 

ii. columns C and D show the 2000 RSP Production Demand cost 7 

allocation from IC-271; 8 

iii. columns G and H show the 2001RSP Production Demand cost 9 

allocation from IC-272(a). 10 

b) In Table 2, the small reallocation for ‘Revised Rural Customers’ is 11 

shown as the last line of the table and accounts for the entire 12 

difference in Production Demand costs in the three years shown. 13 

c) Table 2 shows a reallocation of Production Demand costs between 14 

customer groups from the 1992 Forecast Final COS. 15 

d) The RSP redistributes the $90,639,495 ‘Production Demand’ related 16 

costs from the 1992 COS between customer groups, which has no net 17 

impact on Hydro’s earnings.   18 

e) RSP activity is allocated among customer groups based on the Test 19 

Year Cost of Service.  This methodology has been not changed since 20 

outlined to the Public Utilities Board in March, 1986, in the letter from 21 

Mr. Cyril J. Abery, then President and CEO of Newfoundland and 22 

Labrador Hydro.  A copy of this letter was filed in response to JSH-4 23 

(i) as part of the 1989 Rate Hearing, and is attached. To perform this 24 

allocation, current year RSP activity and load is used to adjust the 25 

Test Year.  Since the 1992 Test Year allocated demand costs using 26 

AED, changes in energy used to allocate fuel results in a change in 27 

the AED factors.  Current year demand is therefore input to maintain a 28 

valid AED ratio.  Test Year demand costs are re-allocated as a result. 29 



IC-284 
2001 General Rate Application 

Page 4 of 4 
f) Hydro does not propose to continue with reallocation of demand costs 1 

in the RSP in future years.  Since the proposed COS methodology 2 

uses CP for demand cost allocation, current year energy allocators 3 

would not automatically change test year demand allocators.  4 

However, for further simplification and transparency, Hydro is 5 

proposing to use 12 months-to-date kilowatt-hours to allocate RSP 6 

activity in the future, rather than using the Test Year Cost of Service. 7 


























