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June 11, 2019

Thy ~o~rd o~ Commissioners of Public Utilities
Prince Charles Building
12U Torbay Road, P.O. Box 21040
S~. John's, iVL A1A 5~2

Attention: Ms. Sheryl ~lund~n
~Jire~tor Corporate Services ~C hoard S~cret~ry

Dear f~ls. Blundor~:

~: Cost of Service iVlethodology Reviev►r -Requests for information

Hydro Piat~. S00 CalumP~us Drive,
P.O. ~~x i24~0. St. John's. N~
t~~t~d~ Al ~ 4~t7
t.709.737.140Q f.709.737.1~00
wws~.n(I~.r~f.ta

Enclosed please find the original plus eight copies of Newfoundland and Labr~d~r F~ydr~'s R~c~u~sts for
Ir~~armation NLH-PUB-001 to IVLH-PU~~029.

Should you hive any questions, pl~as~ contact the undersigned.

Yours truly,

NEW~C►U(VDLAND AIVD LABRADOR HYDRO

Shirley A. Walsh
Senior Leal Cauns~l, Regulatory
SAw/s k

Encl.

cc: Gerard Hayes, Nev~fioundl~nd Power Dennis Brawne, Q.C., Browne Fitzgerald Morgan &Avis
Paul Coxw~rthy, Stewart McKelvey Denis Fleming, Cox ar7d Palmer

ecc: Dean Porter, Poole Altho~se Gregary Moores, Stewart McKelvey
Senwung Luk, Olthuis Kleer Townshend LLP





~~ ~`~-~~ ~ ~a~`~'~~' ~ the Electrical Power

Control Aci, 1994, SNP 1994, Chapter E-5.1

(the "SPCA"}and the Public Utilities Act,

RSNL 1990, Chapter P-47 (the "Act");

~~~ ~ ~'~~~ f~~~~a~ u~ ~~ ~n Application ~y

~lewfoundl~~d end Labrador Hydro {"Hydro")for
approval of revisions to its C~s~ of Service
Methadolo~y pursuant to Section 3 ofi the EPC'A
(the "Cost of Service Methadolo~y Application")far
use in ~h~ determination of tesfi year class revenue
requirements refleetin~ the inclusian of the
Muskrat Falls Project costs upon full
commissior~in~.

~~~~~~~4~ a~~ ~~~~~~ ~~~~~
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~~~~~~~~~-0~~. V!/ith respect to the dev~lcapment of rear fi nal cost estimates, does the difference in

locati~an prices necessarily suggest congestion within transmission networks aid the

direction of fiows?

~~~ !~w~~~-~ ; ~ With respect to ~h~ development ~f marginal cast estimates, generally speaking, would

ThQ ~rattl~ Group expect system reliability to remain ur~chan~ed with respect to the

proximity of the sources of power supply (generation) ~c~ load centres?

6~~7 ~ ~~~~ -t~~~~ 'v~/ith respect to the development of marginal cost ~stim~tes, should the selection o~

ge~er~tior~ resources tale account of fihe configuration of the ~nd~rlying transr~i~sion

network?

~~~~'~~7~~~~~~ Under an opportunity cast-based approach, should Newfoundland and Labrador Hyclro's

estimates of forward-looking marginal costs incorporate transmission reservation

charges?

~~~~~,~ ~e ~D -~~ ~~f~~~a~~~: "~s~~~~~~~~ and M~r ~~~~ :~~~~ ~~ S~s°vi~~ 6~evm~ ,,, ~'he ~ra~~~~~ ~~ ~~~~, ~~;~~

~~g~rdin~ a singi~ integrated system for cost of service purposes, is The Brattle Group

recommending that all generation assets, with the excep~kior~ a~ iViu~lcrat Falls, be

treated as common and thin allocated among custorr~~r cl~ss~s based on a system load

factor for ~ combined Island and Labradcar system? I~ not, p6~a~e explain The Brattle

Group's recommendation on the manner ire which ~ener~tion costs are proposed to be

allocated b}r system.

LH-PLC - Ofi Reference. "Embed ~~ ~r~d ~ ~~~~ ~~~~ o~F Service Revue ," The ~~~~tl~ t~r~u , IVlay

3, 2 19, ~~~~!~~~ ~~ ~~ y~. x.4/3-6

Regarding ~ single integrated ~y~t~m fir co~~t of service purposes, i~ The ~r~ttl~ Group

recomm~ndyng that ~I! transmission ~ss~ts, with the exception of Musl~rat Fails, be

treated as common and then allocated among customer classes based on single
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coincident peak for the combined Island and Labrador System? If not, please explain The

6r~ttle Gro~.~p's recommendation o~ the m~nn~r in which transmission co~fis are

praposed to be allocated by system.

~~~ ~~_~~~c~?4~~ ~~~~~~~~a~ : "~ ~~~~~~ ~~~ ~~~ar~~~~9 ~~~~ ~~ ~~~°~o~ ~ev¢e~r,p~ T6~~ ~r~~~~~ ~~J~~a~~

~, ~~~.~, ~~~~~~~ ~~ ~'~ , fi n ~e ~_n'1

Thy prattle Gre~up Report states: "We a~r~e fihat the g~ner~tion f~cili~i~~ a~ Nlusltra~

FaIIJ should be functianaliz~d ~s ~er~~r~tion. Goncernin the LIL and the I~TA, however,

we believe that it is more appropriate to functionalize them as transmission."

a) Pl~~s~ confirm that Manitoba Hydro's O~er~ Access Transmission Tariff conforms tv

the Fed~r~l Enemy R~~ulatory Cammission criteria, but excludes the costs of its very

large HVdc facilities from Open Access Transmission Tarifif charges as these faciiiti~s

are viewed asgeneration-related in its cost of service meth~dolo~y.

b} Does The Brattle Group dis~gre~ with the cost of service ~ppro~ch followed in

Manitoba? Ifi yes, please explain why.

~~~9-~~~m~~ ~~~r~r ~~~: "Emb~dd~d aid r o~~9 ~~~~ ~~-~ ~~~~~~ R~~~~ ,,,1'h~ r~ttl~ ~° ~~~, ~~ ~~

~g ~~~ , E~hibat 41 a~ pe 1/ 12

The Muskrat F~IIs project is a $x.0.4 billion supply project (excluding financing costs for

which the gen~ratin~ source is located appro~ir~~~~ly 1,100 kilom~tr~~ from the point or

delivery. Please explain whether and why The ~rafifile Group believes that the Federal

Enemy R~~ulatory Commission methodology, re~ardin~ fiunctionalization ~f

tr-~nsmission from wind farms in the cc~mput~tion ~f ~n Open access Transmission

Tariff, provides an ~ppiicable e~ampl~ ~o fiollow for the functionalization of the

L~brad~r-Island Link and the Labrador Transmission As~~t~.
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3

4 . _ _ _ __ _ _____ i he evidence pr~vid~d in support of the interim ~1~w~oundland and Labrador System

5 operator trar~smissior~ tariff (as referenced at p.1~, fn. 14} indicates that ~ fine!

6 determination on the ~unctionalization of the Labrador-Island Link will b~ determined

7 fihrough the ~c~st o~ Service fVle~thodology R~vi~w Nearing. Please explain why tine use of

8 the forecast operating costs for the l.abradar-Island Lin!< and the Labradrar Transmission

9 Assets as transrr~issic~n cosfis on an interim basis in the N~w~foundland end Labrador

;~ 10 Sys~~m Oper~tar trar~smissian tariff should have any bearing ors the board cad

11 Ct~mmis~ior~~rs t~f Public Utilities' final d~cisian on the f~r~ctian~lizati~n o~ the L~brador-
4

j{ 12 Island Link and the Labrador Transmission Assets in the Cost ofi Service (Vl~thodology
II
I 13 Review f~earin~.

14

i 15 ~ ~~~~~ ~~k!`) ~~~~r~n~~: "Embedded and I~/l~rg~r~ ~ ~,~~~~ ~~ ~~r~s~~~ ~~~+i~vv,,, T'h~ I~r~ttl~ Cr~~ ~Y

1~ ~, 203.9, Exhibit II ~t pp. 1~~19

17

18 Recora~met~dation 15 of the Board o~ Commissioners of f~ublic Utilities' 1993 Cost of
i

19 Service Me~hodalo~y R~v'sew Report rece~r~rnends:

20

Z1 That tr~nsrnission lines and substations in the Island Ir~terconn~~ted

22 system used ~ol~ly or dominantly for the purpose of connectir~~

23 remotely-located ~en~ration to 'the main transmission system be

24 classified in the same manner as the generating stations they ~erv~. ~1~

2S

26 Does The prattle Gr~~p agree that the statement by the hoard of Commissioners of

27 Public Utilities reasonably r~~l~cts cost causality as ~ basis ~Fo~ cost alloc~tic~n? If not, why

28 riot?

1 "Report of the Board of Commissioners of Public Utilifiies to the Nanourabie Minister of Mines and Energy Government of
Newfoundland and Labrador on a Referral by Newfoundland and Labrador Hydra far the Proposed Cost of Seruice Methodology
and a Praposecl Method far Adjusting its Rate Stabilization Plan to Take lnfio Account the Variation in Hydro's Rur~! Revenues
Resulting From Variations in the Rates Set by the Board to be Charged by Newfoundland Light & Povuer Co. Limited to its
Customers,'° February 1993 at p. 44.



1 LH-PUS-~~.~. ~~~~~ r~~~~; ̀ dE~ru"~~~c~ ~ r~ ~a~~~~ ~ ~c~~°~ ~~ S~~~i~~ ~~vi~ ,,~ ~'G~ ~r~~ti~ ~~~~~, ~~J

~j

4 Does 1'he Brattle Group ~~ree that the Labrador Transmission Assets facilities

5 c~nn~ctir~g Churchill Falls ~~n~ration and Nlu51<rat ~~Ils ~en~r~ti~n are bei~~

6 constructed to maximize ~enerafiion output on a consistent basis fram the MusEcra~ Falls

7 generation ~~cilities? If yes, please expl~ir~ ho~nr function~lizin~ the Labracicar

8 Transmission Assets facilities ~s 100°' transmission end classi~yin,~ the asses as 1O0%

9 demand-related is consistent with ~ cosh-causalifiy approach to cost allocation.

10

11 6~~9~~ ~s~~ry~~ ~ ~f~r~r~ad~: "Err~b~dded au~~ Rn~,~ ~r~~a ~~~~;~ ~~ ~r~~~~ R~vi~ ,,, i'h~ ~~~~~~ ~~°~~~y~, ~~a~~°

13

14 In the 1993 Cost of Service Methodology Review Report, the Beard of Commissioners of

15 Public Utilities s'c~tes: "In the Board's opinion all lines, terminal stations and ancillary

16 equipment dedicated to the service of a ~enera~ing station should be classified in

17 cr~nformity therewith." 2 Does The Brat~l~ Group consider its recommended approach to

1~ the tr~~~men~ of the Labr~d~r Transmission Assets f~ciliti~s to be inconsistent with the

19 Board o~F C~mmission~rs o~ Public lJ~ilities' opinion presented in the 1993 Cosh of Service

20 Meth~doiagy Review Report? I~ not, why nod?

21

2~ G`~,~~'~a`~•-ti°~~~~~ ~ ~~~~~~C~: (~~nnb~d~7 yv~ ~?!3'~ ~~~~"~~4'~~~ ~`~`~ti ~$~ ~~~'~9~~~ '~J9~~l~?r~ ~ ~{ ~ ~u' L'~~"~ ~!t~~~' ~~~~ a9

m

~5 Pl~~se confirm that The Brattle group is rec~mm~ndin~ the same cl~ssi~icati~n

26 approach for the Labrac~or~lsland LinEc end the L~br~dor Transmission Assets costs as is

27 r~cammend~d fc~r the costs of gas turbines (@~cl~adin~ fuel) which are primarily used for

28 standby generation on the int~rconn~cted system. I~ cc~nfirm~d, please reconcile why

z "Report of the Board of Commissioners of Public Utilities to the Honourable Minister of Mines and Energy Government of
Newfoundland and Labrador on a Referral by Newfoundland and Labrador Hydro for the Proposed Cost of Service Methodology
and a Proposed Method fior adjusting its Rate Stabilization Plan to Take lnto Account the Variation in Nydro's Rural Revenues
Resulting Frorn Variations in the Rates Set by the Board to be Charged by Newfoundland Light ~ Power Co. Limited to its
Customers," Fek~ruary 1993 at p. 44.



1 the same recomm~ndafiion is appropriate for these assets from ~ cost-causality

2 perspective.

3

4 NLH_-PUB-014 R~~er~nce: ̀°~~a~~~~ded ~n~9 ~~ ~ ,~s~~~ ~'~s~ ~~ ~°~~~~ ~~=~~a~~~~,~9 ̀ ~~~~ ~~~~~~ ~~~~~~ i~~~ ~~p

6

7 Dogs The Brat~le Group agree that the primary purpose of the Labrador-Island Link is to

8 c~eliv~r energy from remotely-Icaca~~d generation to the mein transr~issior~ sys~~m on

9 the Island fc~r use in servir~~ Island custamers? If yes, dogs Thy ~r~ttle group a~re~ that

10 fre~m a cQs~-causality perspective it would be reasonable to classify a material portion

11 the ~.abr~d~r-Island Linl~ costs ~s e~~r~y r~iated? If The Bra~tl~ Group does riot a~r~~,

12 pl~a~e explain why.

13

14 ~~fl ~~7~~m~~ ~~fer~nce: "Ern~~d~~~ ~~~ ~~ginal ~~~~~ ~~ ~~~~~~~~~ ~ ~~~p~, ̀ ~~e ~~~~~~~ ~~~a~~~~, ~~~~

15 , 2Q19, Exhibit ~8 ~~ii ~a, ̀ ~ ,~~~

16

17 If the Board of Commissioners of Public Utilities rules that the Labrador-Island Link and

18 the l.abr~dor Transmissi~r~ Assets should be function~lized ~s g~n~ration, why would it

19 be advisably to impose the restriction ghat these assets be classified ~s demand-related?

20

21 G~~I~~v~~~-~a~~ ~~~~~~~a~~: "~~n~~~ ~ and G~~~~°~~~~ ~~ ~~ ~~ ~~ ~~~n.~~~ ~6~~;~;~,~p ̀ ~ ~ r ~~~~ ~~~9~~ ~~:~~~~~

23

24 Regarding the functionalization of Holyrood Unit 3, how does The prattle group suggest

25 that Hydrp identify °'. ,,'the portic~r~ cif rats base and depr~ciatior~ associated v~ri~h

26 Hc~lyroc~d's use ~s a generator ..."? C~iv~r~ ghat the generation ~omp~ner~ts of the asses

27 are beong retired, would it not ~e reasor~abl~ tea change ~h~ asset's ~unctio~aliz~tion

2~ entirely t~ reflect the char~g~ in ~Funct9on?
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R~~ardin~ fih~ use of either equivalent pealc~r or system load factor to classify Muskrat

Falls ~~neration, is it The Bratty group's opinion that the outcam~ ~r customer class

impact ~f choice of method on cost allocation should have standing in determining the

choice of method?

~.~ ~~~~~~~:~~ ~~~~ ~a ~~~~: "~ ~ ~~9~~d ~~~ ~~~~y ~~~~~ ~~~~ o~ S~rve~~ ~~vi~ ,,, ̀ Thy ~~~~~~ ~rou~, f~ ~r

~, t~~, ~~~~~a~~ta:. ~~ ~a~ ~_ ~~ n~.

Newfoundland and Labradar Hydro has submit~~d that the equival~n~t pe~lc~r method

has a thearetical advanfiage over other methods, including other energy-weighing

methods of classification, dui to its grounding in estimating shams based ors system

planning principles. Dogs The prattle Group disagree with this position?

Given the Musl<r~t Falls project's unusual attribufi~s relative to existing supply sourees

(i.~., sole, canfiractual obligation to the Island, pt~tenti~lly diff~r~nt manner ~f

op~rati~n due to export obligations, etc.), why should the use o~ system load factor for

classifying previous g~n~ration praj~cts' costs carry w@i ht in d~terminin~ hove to

classify the Mus!<rat F~IIs project?
e

~ ~~~~~~"~~ ~~~~ ~ ~ ~~~~;~: "~~a~~ aa~~ ~~~ b4~ cp o~a~l Mast ~f S~rvi~ ~~v~~~~~r,°' ~'~~~ ~~ ~~~~ :P ~.~~~~, ~~

~, ~~ ~, ~~hi~~~ ~~ ~~ ~~.~~,~~ ~ t~ 36/7

~) Enemy is a residual in the equiv~l~nt pecker calculation. 1~/hy is this of concern in

det~rminin~ the classification approach for Muskrat Falls gen~r~tion?
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b) Does Thy Brattie group agree ghat choosing a generation source 1,100 I<ilam~tr~s

from the delivery source was more likely based on the amount of available energy

rather khan the requirement 'for capacity? I~ nofi, why not?

~~~G=~~m~~ ~~~ ~~ferera~~: "~ ~~~~~ r~ ~~~~~~~~~~~ ~~st ~fi ~~~o~~ ~~~~~~~:~,''~ j ~~~ r~~Aat~ ~r~~~, ~~

~a~9, E~chib~t 6~ ~fi p. ~ ,~~~-`~

a} Why should impact on prig signals be considered as an argument in favour of or e

methcad over another?

~} VU~ulc! proximity of price to rnar~i~al ct~st be a preferred cri~crio~ io "I~ss o~

disincentive to conserve"? Why or why not?

~~~~-r i~ ~~ ~~ ~ ~~~; "E~~~ ~~~ end 9!/l~rgin~~ ~~~~ ~~ ~~q,~~~~ ~~~ ~~~~~~~~ j ~~ ~~~~~~~~ ~~ 9 ~

3, 2CB19, Ex~~~~~~ ~9 ~v~ ~~~, ~~~ ~.c~ f~~ ~~~

In The Brattle Group's reference to the Muskat Falls power purchase agreement, is i he

Battle Group posi~in~ that a payment by V~~w~our~dl~nd and Labrador Hydro fr~r

Muskrat F~IIs in ongoing lump sums is d~t~rrr~inative o~ a need for demand-based

classification in preference ~o ~ner~y used? I~ so, why should system load factor be

pre~~rred to a demand-anly classification sch~rne?

IVLH-PUB-023 Reference: "Err~~~~~~ ~~~~ ~i~r i~a~ os~ ~~ ~r~,~~~~ eviee~,,' 'T6~~ ~~~ t$1~ r~~p, 6V6~y

3, 2419, Exhibit II a~ p. 4~~/~~_-

Given that #h~ fug! compfl~e~~ of ~1~wf~undland end l~~brador Hydro's gay ~urbin~ units

is related tQ their peak~r~~ function, phase ~~plain why The Bra~~le G~~up di~agr~es wi~~

Newfoundland end Labrador Hy~r~'s practice cif treating gas ~~rbine end diesel fuel

costs on 1-he I~fand interconnected System as ademand-related cost,
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NLF@-PUS-024 Refer~~~~: "~c~i~~~~1~~~ ~~~ Marginal Cast of Service Review," 'the Brattle Group, NBay

a) The Brattle Group sated "The underlying cost characteristics of the LIL are such that

the main cost driver of the LIL is demand ..."? Please explain.

b) If the Board of Commissioners of Public Utilities grants Newfoundland and Labrador

Hydro's claim that the Labrador-Island Linlc should be functionalized as generation,

would it not be reasonable to classify the costs of the Labrador-Island Link in the

same manner as the generator that the Labrador-Island Linl< was constructed to

support? If no, please explain.

~1LH-P11~-02~ Reference: "~mb~~ded end I~largm~al Cost of Servcce ~~~~~~~,'g v ~~ Brattl~ Group, May

If the Board of Commissioners of Public Utilities grants Newfoundland and Labrador

Hydro's claim that the Labrador Transmission Assets should be functionalized as

generation, would it not be reasonable to classify the costs of the Labrador Transmission

Assets in the same manner as the generator that the Labrador Transmission Assets was

constructed to support? If no, please explain.

fVLH-PUS-Q26 f~efere~a~ti o "~~~~~dded and Iln~~ a~ ~ c~ ~s~ of Service Review," T'h~ Brattle ~r~up, May

3, 2019, Exhi~uf~ 9~ ~~ ~05~ ff.

Regarding Appendix: Marginal Cost of Service Study, please provide a copy of the

data/infarmation used to construct all tables produced by Thy Brat~le Group. These

include: Tables A-3, A-4, A-5, A-6, A-7, and A-8; and Figure A-2.
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Has Thy ~ra~tle Grcaup id~nti~ied whether or riot the noted Total Transfer Capabili~y on

the identified paghs is available for purchase ~r~ a fiirm basis? If sa, wh~~ are the

obli~a~i~ans (duration, volume, ~~c.) that Newfoundland and Labrador Hydro or ~lalcor

would have ~o take on to secure such transmission on a firm basis?

V~~_u ~~"~~'~~`~ ~~~'~a ~6'~~s~e °g~d``d~l~~~~~~~ ~~~;~ `~~~~'~V3~~~ '~5~~~: ~~ ~~d'~9U~~~ ~~`~I ~s'~;~~,r~ ~~2~ ~~~" L~,~~ ~`~~ ~ ~~~cl~,~

If the Total Transfer Capability is not a~ail~ble on a fiirm basis, is The Brattle Group

reeommendin~ that Newfoundland and Labrador Nydro determine its marginal

gener~~ion capacity costs based on the availability of nor -firm capacity? if not, ~leas~

explain.

~~~~,~~ ~: m~;~ ~~~ ~~~~~at~ : "~mbedd end (Vlar~in~9 ~~~~ ~~ ~~~°A~a~~ ~~~~~ ~~~,~,- j ~~~ ~j ~~~~~~ {~r~~.~Y~, ~~~~~~

In The ~r~t~le Croup's experience, is i~ common ~c~r utilities to base rr~ar~inal generation

opacity costs on the cosh of nor -firm g~n~ra~ion capacity? Please provide examples o~

the use of such an approach, if available.

SATE at St. John's, in the Prt~vinc~ of Newfoundland and Labrador this ~ day ofi~~l.~L., 2019.

~~
Shirley A. Walsh
~oun~el fQr the App~lic~n~
~levvfa~ndland and Labrador Hydro
500 ~Ql~mbus Drive PaC3. ~a~ 124~~

Sfi. John's, AIL /~1B 4K7

Telephone: ~7~9) 737-135

Facsimile: (7Q9) 737-378 .


