
PUB-19 NLH 
2003 NLH General Rate Application 

Page 1 of 2 

Q. Please provide all studies, documents, data, calculations and workpapers 1 

used in calculating the approximated 7.6% flow-through increase in rates for 2 

rural customers on the Island Interconnected System as stated in Mr. 3 

Banfield’s Evidence, page 7, lines 14 to 17. 4 

 5 

 6 

A. The 7.6% flow-through increase in rates applies to Hydro's rural customers 7 

whose rates are directly affected by a change in rates to Newfoundland 8 

Power's customers, namely, Island Rural Interconnected customers, 9 

customers serviced from the L'Anse au Loup system, and Isolated Rural 10 

customers, other than government departments and agencies (see Order No. 11 

P.U. 7 (2002-2003), page 180, paragraph 25). 12 

 13 

 The wholesale increase to Newfoundland Power, related to the total rate, is 14 

first calculated.  The rates used to calculate the Total Rate Wholesale 15 

Increase of 13.1% are in Table 10, page 21 of the Rates and Customer 16 

Services Evidence.  The Total Rate Wholesale Increase is multiplied by 58% 17 

to derive the estimated flow-through increase of 7.6%.   18 

 19 

 The 58% represents the percentage of Newfoundland Power's cost of 20 

purchased power from Hydro in relation to its total revenue requirement.  21 

Specifically, the 58% was determined from the Finance & Accounting 22 

Evidence, dated October 11, 2002, filed with Newfoundland Power's 2003 23 

General Rate Application, page 22, line 13 (see attached). 24 
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Finance& Accounting:Evidence October11, 2002

1 10 years. Low oil pricesin themid 1 990sresultedin somecustomersswitchingto furnaceoil.

2 Conversely,stableelectricitypricecombinedwith higherfurnaceoil pricesin recentyearshas

3 resultedin somecustomersswitchingto electricity. Changesin thesemarkets,particularlyin the

4 longer-term,couldsignificantly impacttheCompany’srevenueflows andtheCompany’sability

5 to meetits financialobligations.

6

7 2.22 Fixed and Variable Costs

8 Themajorrisksassociatedwith NewfoundlandPower’sexpensesarepurchasedpowerfrom a

9 singlesupplierandoperatingexpensesthat arelargely fixed orbeyondtheCompany’sdirect

10 control.

11

12 NewfoundlandPowerobtainsapproximately90 percentof its energyfrom Newfoundland&

13 LabradorHydro. Thecostofpurchasedpowerrepresentsabout58 percentofthepriceof

14 electricityto NewfoundlandPowercustomers.NewfoundlandPowerhasno direct controlover

15 thesecosts. Higherfuel costsandnewgenerationwill contributeto increasesin purchased

16 powercosts. This in turnraiseselectricalratesandincreasesthecompetitivepositionof

17 alternativeenergysourcesavailableto customers.

18

19 NewfoundlandPowerhaseffectivelymanagedits variableexpenses.However,alargeportion

20 oftheCompany’sexpensesarepracticallyfixed.

21

22 Theproportionof expensessuchaspurchasedpower,depreciation,interestandtaxesoverwhich

23 managementhaslittle control,comparedto theproportionofexpensesoverwhich thereis
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