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Q.  Reference: Grant Thornton Financial Consultants Report, dated August 23, 2019. 1 

 Further to PUB-NLH-011, please provide the calculation of the 2019 Test Year RSP if the 2 

monthly fuel cost had been used as required by the current RSP rules. Please provide a 3 

comparison of the impact on rates proposed by Hydro in its General Rate Compliance 4 

Application of the monthly fuel cost versus the flat monthly fuel cost. 5 

 6 

 7 

A. The calculation of the 2019 Test Year Rate Stabilization Plan (“RSP”) balance using the 8 

monthly fuel cost results in an $8.7 million RSP credit. However, using the monthly fuel cost 9 

in the calculation of the 2019 Test Year revenue requirement results in an $8.6 million 10 

increase in revenue requirement. The revenue requirement is offset by the RSP credit. The 11 

use of the monthly Test Year No. 6 fuel cost would not result in forecast customer rate 12 

increases for customers effective October 1, 2019 that differ from Newfoundland and 13 

Labrador Hydro’s (“Hydro”) proposal using the method set out in its “2017 GRA Compliance 14 

Application.” The details of the calculations are summarized below. 15 

 16 

RSP Impact 17 

Please refer to PUB-NLH-012, Attachment 1 for a revised 2019 Test Year RSP effective 18 

March 31, 2019 based on the monthly Test Year No. 6 fuel cost per barrel rather than the 19 

annual average Test Year No. 6 Fuel Cost per barrel. 20 

 21 

Attachment 1 shows a total RSP balance of $65.2 million owing to customers at March 31, 22 

2019, versus $50.7 million calculated through Hydro’s proposed method. This $14.5 million 23 

difference is primarily the result of fuel savings relative to the higher monthly test year fuel 24 

costs in the first quarter of 2019 (i.e., average of $117 per barrel).  25 

 26 

From a customer rate impact perspective, the $14.5 million adjustment would be 27 

amortized over 20 months, pursuant to the Supplemental Settlement Agreement, and the 28 
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annual recovery would be reflected in Hydro’s 2017 GRA Recovery Riders for an annual 1 

reduction of $8.7 million.1 2 

 3 

2019 Test Year Revenue Requirement Impact 4 

Table 1 provides a calculation of the 2019 Test Year revenue requirement impact of using a 5 

monthly No. 6 fuel cost series versus the annual cost proposed by Hydro.  6 

 7 

Table 1: Revenue Requirement Impact of Monthly vs. Annual No. 6 Fuel Cost 

Month 

Consumption 
bbls 
(a) 

Monthly Cost 
$/bbl 

(b) 

Annual Cost 
$/bbl 

(c)  

Cost Variance 
$/bbl 

(d) = (c) - (b) 

Revenue 
Requirement 

$ 
(e) = (d) x (a) 

January 421,132  117.72  105.90  11.82  4,978,642  

February 363,087  117.17  105.90  11.27  4,091,207  

March 178,662  116.21  105.90  10.31  1,841,928  

April 104,889  114.94  105.90  9.04  948,095  

May 63,808  114.28  105.90  8.38  534,825  

June 29,297  114.29  105.90  8.39  245,663  

July - 95.50  105.90  (10.40) - 

August - 93.08  105.90  (12.82) - 

September 61,750  91.06  105.90  (14.84) (916,619) 

October 127,616  93.23  105.90  (12.67) (1,617,108) 

November 221,887  98.83  105.90  (7.07) (1,568,104) 

December 262,852  104.63  105.90  (1.27) (333,367) 

Total 1,834,980  
   

8,205,163  

 

Table 1 shows that Hydro’s 2019 Test Year revenue requirement would increase by 8 

approximately $8.2 million by using a monthly No. 6 fuel cost compared to the annual 9 

average. This adjustment does not include the impact on No. 6 fuel inventory in rate base, 10 

which Hydro estimates would increase revenue requirement by an additional $0.4 million 11 

for the 2019 Test Year for a total revenue requirement increase of $8.6 million.  12 

                                                      
 

1
 Twelve months of the total 20 months of amortization = 14.5/20 x 12 = $8.7 million.
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Summary of Key Facts

-          Hydraulic production;
-          No. 6 fuel cost used at Hydro’s Holyrood generating station;
-          Customer load (Utility and Island Industrial); and
-          Rural rates.

Net Hydraulic No. 6 Fuel Utility Industrial

Production Cost Load Load

(kWh) ($Can/bbl.) (kWh) (kWh)

January 447,370,330 105.90            715,400,000 63,000,000

February 431,341,711 105.90            648,500,000 58,100,000

March 472,284,631 105.90            646,000,000 63,300,000

April 428,198,027 105.90            527,700,000 61,500,000

May 402,533,640 105.90            421,700,000 63,000,000

June 349,192,000 105.90            345,200,000 60,900,000

July 328,931,400 105.90            307,900,000 62,400,000

August 316,072,760 105.90            300,500,000 62,600,000

September 294,787,800 105.90            314,500,000 61,000,000

October 346,217,340 105.90            413,700,000 63,000,000

November 306,340,177 105.90            495,500,000 60,700,000

December 477,180,961 105.90            664,100,000 63,800,000
Total 4,600,450,777 5,800,700,000 743,300,000

Newfoundland and Labrador Hydro

Rate Stabilization Plan Report 
March 31, 2019

2015 Test Year Cost of Service

The Rate Stabilization Plan of Newfoundland and Labrador Hydro (Hydro), as amended by Board Order No. P.U. 40 
(2003), Order No. P.U. 8 (2007) and Order No. P.U. 49 (2016), is established for Hydro’s utility customer, 
Newfoundland Power, and Island Industrial customers to smooth rate impacts for variations between actual 
results and Test Year cost of Service estimates for:

The Test Year Cost of Service Study is based on projections of events and costs that are forecast to happen during 
a test year. Finance charges are calculated on the balances using the test year Weighted Average Cost of Capital 
which is currently 5.43% per annum. Holyrood's operating efficiency is set, for RSP purposes, at 583 kWh/barrel 
regardless of the actual conversion rate experienced.

Hydro has proposed to calculate the Rural Rate Alteration based upon test year units, not actual units. This change 
is consistent with the 2017 General Rate Application (GRA) Settlement Agreements and has been reflected in the 
attached RSP calculation.
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Year-to-Date

 Actual   Cost of Service  Variance 
 Due (To) From 

customers       Reference 

Hydraulic production year-to-date 1,396.2 GWh 1,351. GWh 45.2 GWh (9,376,073)$                 Page 3

No 6 fuel cost - Current month 90.53$                          116.21$                    (25.68)$                  (29,505,241)$               Page 4

Year-to-date customer load - Utility 2,067. GWh 2,009.9 GWh 57.1 GWh 276,589$                      Page 9

Year-to-date customer load - Industrial 166.3 GWh 184.4 GWh -18.1 GWh (2,933,923)$                 Page 10

(41,538,648)$               

Rural rates

Rural Rate Alteration (RRA) -$                              
Less : RRA to utility customer -$                              Page 7

RRA to Labrador interconnected -                                

Fuel variance to Labrador interconnected (79,728)$                      Page 5

Net Labrador interconnected (79,728)$                      

Current plan summary 
One year recovery
Due (to) from utility customer (26,975,344)$                Page 7
Due (to) from Industrial customers 2,597,359$                   Page 8

 Sub total (24,377,984)                 

Four year recovery
Hydraulic balance (40,898,286)$                Page 3

Utility RSP Surplus -                                Page 13

Total plan balance (65,276,270)$               Page 14

Rate Stabilization Plan 
Plan Highlights
March 31, 2019
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