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February 20, 2018
Via Electronic Mail and Courier

Newfoundland and Labrador Board of Commissioners of Public Utilities
120 Torbay Road
P.O. Box 21040
St. John's, NL A1A 5B2
Attention:

Ms. G. Cheryl Blundon, Director of Corporate Services
and Board Secretary

Dear Ms. Blundon:
Re:

Hydro February 9, 2008 Application - 2018 Industrial Customer Interim Rates
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We write on behalf of the Island Industrial Customer (IIC) Group, Corner Brook Pulp and Paper
Limited (CBPP) , NARL Refining Limited Partnership (NARL) and Vale Newfoundland and
Labrador Limited (Vale), to comment on the above Application.
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Part of Hydro's justification for the proposed interim rate increase, as stated at paragraph 11 of
the Application, is that Hydro asserts that the 2017 GRA evidence shows that Hydro will have a
material 2018 Revenue Deficiency. The IIC Group does not concede that this has been
conclusively demonstrated by the evidence filed to date, and notes that Hydro has by Order No.
P.U. 2 (2018) been ordered to file additional revenue requirement and cost of service
information. Moreover, the extent, manner and timing of recovery of any Hydro revenue
deficiency which may be found by the Board remains to be determined by the full 2017 GRA
process. Having said that, the IIC Group are not in a position to gainsay Hydro's statement in
the Application that it anticipates that new final rates resulting from the 2017 GRA process may
not be in effect until 2019. In that context, the IIC Group does see benefit in new interim rates
being established, effective April 1,2018 and for at least the remainder of 2018, which would
address the following :
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1.
Updating the RSP Fuel Rider. By Order No. P.U. 44 (2017), the Board temporarily
suspended the scheduled January 1, 2018 RSP adjustment for island industrial customer rates.
As a result the, applicable RSP fuel rider continues to be based on an April 2017 fuel price
forecast of $81.40 per barrel. Absent Order No. P.U. 44 (2017), the RSP fuel rider would have
been adjusted to reflect the October 2017 forecast of $63.75 per barrel for 2018. The difference
in fuel price is material. The IIC Group submit that it would not be reasonable for 2018 interim
industrial customer rates to be based on the higher, outdated fuel price forecast; the IIC Group
note that its non-objection to the suspension of the scheduled January 1, 2018 RSP adjustment
was on the understanding that Hydro would be bringing a further application early in 2018 for
interim rates, which it has done. The IIC Group support Hydro's proposal to adjust the IC RSP
fuel rider from 0.625 cents per kWh to (0.024) cents per kWh , in new interim rates to be
effective April 1, 2018.
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2.
Conclusion of the RSP mitigation adjustment rate. The IIC Group agrees that it is
appropriate to conclude the existing RSP mitigation adjustment of (0.373) cents per kWh and
replace it with a new RSP Current Plan adjustment of (0.285) cents per kWh. The IIC Group
notes that implementing this change in interim rates effective April 1, 2018 will avoid a further
island industrial customer rate increase on July 1, 2018 (incorrectly stated as July 1, 2017 in
paragraph 22 of Hydro's Application) .
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3.
Specifically assigned charges (SAC) and proposed change in O&M methodology.
Hydro has proposed, in the 2017 GRA, a change in O&M methodology for SAC which results in
net material decreases in the SAC for CBPP and Vale (by contrast, the net increase to NARL's
SAC proposed in the 2017 GRA is primarily driven by Hydro's proposal to specifically assign
certain capital expenditures to NARL). The O&M methodology issue is a holdover from the 2013
GRA, and per Order No. P.U. 49 (2016) the IIC Group had a reasonable expectation that this
issue would be addressed by late 2017 or early 2018 in a final Order from the 2017 GRA.
However, the 2017 GRA has been subject to a number of delays (none of which have been
caused or contributed to by the IIC Group) that will likely result in the changed O&M
methodology not being implemented until 2019. With reference to paragraph 28 of Hydro's
Application, Hydro has declined to address its own O&M methodology proposal in 2018 interim
rates because it is the subject of contention; with respect, Hydro's 2018 Revenue Deficiency is
as much or more a point of contention but this has not stopped Hydro from seeking interim rates
predicated on its recovery. The IIC Group notes that the lumping in of large, deferred SAC
adjustments at the end of the 2013 GRA process with other necessary adjustments to island
industrial customer rates at the end of that process itself became a point of contention. To
address these concerns, the IIC Group submit that it would be a reasonable measure for Hydro
to be ordered to track, for each industrial customer, that portion of current SAC paid by industrial
customers that will not be charged to that customer if the new O&M methodology is approved,
and that those tracked amounts be accounted for in a deferral account, effective from April 1,
2018 until further Order of the Board.
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In the context of the above issues being addressed (including the establishment of a SAC
deferral account) in April 1, 2018 interim rates for island industrial customers, the IIC Group
would not object to Hydro's proposal to revise, on an interim basis, the Demand rate for island
industrial customers to $9.95 per kW month. The IIC Group submit that Hydro's interim rate
proposals, if supplemented with the SAC deferral account proposed above, would likely avoid
the need for any further adjustments for island industrial customers for the remainder of 2018,
and would promote rate stability and rate predictability. The IIC Group submit that if the island
industrial customers are to be exposed to the uncertainty of interim rates for the remainder of
2018 and possibly into 2019, then those interim rates should reflect as far as possible due
deliberation on how to avoid anomalous or contentious impacts when it comes time to adjust to
final rates.
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The IIC Group respectfully submit that their submissions in this Application were necessary,
reflect their unique and particular interests, and are aimed at mitigating pOints of contention and
faCilitating the rate-making process. The IIC Group request that an award of costs be made in
favour of the IIC Group in this Application.
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We trust these comments will be found to be in order, and of assistance to the Board.
Yours truly,

Paul L. Coxworthy
PLC/kmcd
2
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c:

Geoffrey P. Young, Corporate Secretary & General Counsel, Newfoundland and Labrador Hydro
Dennis M. Brown, Q.C., Consumer Advocate
Gerard Hayes, Newfoundland Power
Dean A. Porter, Poole Althouse
Denis J. Fleming, Cox & Palmer
Van Alexopoulos, Iron Ore Company of Canada
Benoit Pepin, Rio Tinto
Senwung Luk, Labrador Interconnected Group
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