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Q. Reference: 1985 Report of the Board on Hydro’s Rate Proposals and 1 

subsequent Production and Transmission Demand cost reallocation for RSP. 2 

  3 

a) Please confirm that Hydro’s RSP was first approved in the Board’s 4 

1985 report. 5 

 6 

b) Please confirm that Hydro applied in that hearing for an RSP which 7 

adjusted Hydro's income only for fuel cost variations, hydraulic 8 

generation variation and any potential for Hydro overearnings. Please 9 

confirm that Hydro did not propose a load variation component of the 10 

RSP. 11 

 12 

c) Please explain Hydro's rationale for not applying for a load variation 13 

component of the RSP in 1985. 14 

 15 

d)  Please confirm that the Board added the load variation component of 16 

the RSP as noted at page 88 of the 1985 report: “…(vi) Any earnings 17 

variation because of a difference between the estimated load and the 18 

actual load be included in the Rate Stabilization Plans of Hydro and 19 

NLP…” and page 90 of the 1985 report: “The Board recommend that 20 

any earnings variation because of a difference between the estimated 21 

load and the actual load be included in the Rate Stabilization Plan so 22 

Hydro’s earnings will not vary”. Please confirm that these are the only 23 

references in a Board report or order regarding the load variation 24 

component of the RSP, and specifically confirm that there is no 25 

reference in a Board report or order as to making monthly adjustments 26 

in the RSP related to load variations which do not result in an earnings 27 

variation for Hydro. 28 
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e) Please provide details of all occasions since 1985 (with a copy of all 1 

materials filed) where Hydro has specifically advised the Board or 2 

customers that it is reallocating Production and Transmission Demand 3 

costs not related to earnings variation in the RSP. 4 

 5 

 6 

A. a) Hydro confirms that the RSP was first approved in the Board’s 1985 7 

report. 8 

 9 

 b) Hydro confirms that in the 1985 hearing Hydro sought approval for a 10 

rate stabilization plan that had three elements; 1) a water variation 11 

provision, 2) a fuel cost variation provision, and 3) a coverage cap. 12 

Hydro did not propose a load variation in the RSP. 13 

 14 

 c) Hydro did not consider a load variation component and therefore no 15 

rational is available.  16 

 17 

d) Hydro confirms that the Board added the load variation as indicated 18 

above.  Hydro’s application of the rules governing the Rate 19 

Stabilization Plan is more fully outlined in a letter dated March 26, 20 

1986 from Hydro’s President, Cyril Abery, to the Chairman of the 21 

Board of Commissioners of Public Utilities.  In particular, page 1 of this 22 

letter indicates,  23 

 24 

 “This new approach will allow us to establish segregated 25 

Rate Stabilization Plans for retail and industrial customers 26 

that will exactly reflect the revenue that would have been 27 

collected from each customer group, had the actual results 28 

of load, hydro production and fuel price changes been 29 
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known at the time of preparation of the 1986 final Cost of 1 

Service filed with the Board. “ 2 

 3 

 A copy of this letter is included in the response to IC-284(e). 4 

 5 

e) In addition to the letter to the Board attached to IC-284(e), a 6 

letter from Newfoundland Power’s H. Stanley Marshall to 7 

Hydro’s D.W. Mercer in relation to the RSP is attached, a copy 8 

of a letter dated July 27, 1993 from Mr. Derrick F. Sturge, 9 

Hydro’s Director of Rates & Financial Planning, to Mr. Mel Dean 10 

of Abitibi Stephenville addressing changes in the Plan due to 11 

cost sharing ratios is attached as well.   12 










