
2009 General Rate Application (NSUARB P-888) 
NSPI Responses to NPB Information Requests 

 
 NON-CONFIDENTIAL 

 
 
 
Date Filed:  July 25, 2008 NSPI (NPB) IR-166 Page 1 of 1 

Request IR-166: 1 

 2 

With respect to Liberty IR-7, please provide a pdf copy for the confidential website of 3 

actual data for 2007 in a format identical to OE-01A Attachment 1 (pages 1 through 16). 4 

 5 

Response IR-166: 6 

 7 

Due to the commercial sensitivity of this data, it is available for viewing at NSPI offices. 8 



2009 General Rate Application (NSUARB P-888) 
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 REDACTED 

 
 
 
Date Filed:  July 25, 2008 NSPI (NPB) IR-167 Page 1 of 1 

Request IR-167: 1 

 2 

With respect to the June 30, 2008 solid fuel RFP document filed by NSPI in partial 3 

response to Liberty IR-15, NSPI has set a response date of July 14, 2008 XXXXXXXXXXX 4 

XXXXXXXXXXXXXXXXXXXx  Please provide all responses to this RFP, and all NSPI 5 

approval and related documentation in the same format as provided by NSPI in Liberty 6 

IR-15 for prior solid fuel RFP’s pursuant to which NSPI has purchased solid fuel. If NSPI 7 

has not completed the approval process and documentation trail with respect to this RFP 8 

prior to the filing date for responses to this IR, please confirm that NPSI will advise 9 

Intervenors when this has occurred and will make available the applicable documentation 10 

in the Confidential Data Room. 11 

 12 

Response IR-167: 13 

 14 

Please refer to NPB IR-181. 15 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-168 Page 1 of 2 

Request IR-168: 1 

 2 

With respect to Liberty IR-15, the 21 April 2008 Portfolio Chart shows Domestic Positions 3 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX.  4 

 5 

a) Please explain in detail why this situation is occurring.  6 

b) Please explain how NSPI classifies carried over inventory, i.e. short-term, mid-term 7 

or long-term. 8 

c) Does NSPI have any written policy regarding fuel inventory levels? 9 

d) Has this policy changed over the last five years? If so, please provide the old 10 

language and the new language associated with the change. Also provide the date of 11 

the change and the reason for the change.  12 

e) How many days coal inventory is the Company proposing to be included in 13 

inventory based on average day burn? (Please also provide the same information on 14 

a maximum day burn basis.) 15 

 16 

Response IR-168: 17 

 18 

a) XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXx.  As of April 19 

21, 2008, it was forecast that not all of this volume would be consumed in 2008.  As a 20 

result, a volume of this coal will be held in inventory at the end of 2008.  XXXXXX 21 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXx. 22 

 23 

b) NSPI classifies carried over inventory as mid-term. 24 

 25 

c) Yes.  The Company’s written policy regarding fuel inventory levels can be found in the 26 

Fuel Manual.  27 

 28 

This confidential information can be viewed at NSPI offices, filed under 0E-01F. 29 
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 REDACTED 

 
 
 
Date Filed:  July 25, 2008 NSPI (NPB) IR-168 Page 2 of 2 

Response IR-168:  (cont’d) 1 

 2 

d) Yes.  Please refer to Section 5.3 of the Fuel Manual for the current language.  Please refer 3 

to Section 3.3 of the 2004 version of the Fuel Manual (originally called Fuel Procurement 4 

and Policy Manual and available for viewing at NSPI offices) for the previous language.  5 

 6 

The changes occurred as part of the update process for the Fuel Manual, the first of which 7 

was September 2005, in consultation with E. Medine on industry practice.  The second 8 

update was in consultation with Liberty which resulted in the update published April 9 

2007. 10 

 11 

e) As per the Fuel Manual, the system target for solid fuel inventory is XXXXXXXXXX of 12 

average daily burn forecast for the current year.  13 
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 REDACTED 

 
 
 
Date Filed:  July 25, 2008 NSPI (NPB) IR-169 Page 1 of 1 

1 

2 

3 

4 

Request IR-169: 

 

With respect to the contracts provided in response to Liberty IR-15: 

 

a) Please describe any logistical constraints on shipping XXXXXXXXXXXXXX.  5 

b) Please describe any technical constraints on XXXXXXXXXXXXXXXXXXXXXXX 6 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX 7 

XXXXXXXXXXX. 8 

9 

10 

11 

 

Response IR-169: 

 

a) The XXXXXXXXXXXXXXXX is shipped to Nova Scotia from the XXXXXXXXXXX 12 

XXXx by rail to the Great Lakes and then by ship through the Saint Lawrence Seaway to 

one of the two ports NSPI uses to receive seaborne fuel.  The Saint Lawrence Seaway is 

typically closed January through March of each year.  This operating season constrains 

the shipping window to Nova Scotia.  The availability of shipping through the lakes can 

also constrain delivery. 

13 

14 

15 

16 

17 

18  

b) XXXXXXXXXXX has been tested at the XXXXXXXXXXXXXXXXX and was 19 

commercially approved as XXXXXX of the overall solid fuel blend.  Capital investment 20 

would be required to exceed this level.  XXxXXX does not store well for extended 

periods and is dustier than other coals thus requiring special handling considerations.  

The lower heating value of the coal requires more coal to produce similar energy or 

electricity which limits the maximum generation output of facilities without modification 

21 

22 

23 

24 

or limiting XXXXXXXXXXX. 25 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-170 Page 1 of 1 

Request IR-170: 1 

 2 

With respect to Liberty IR-15, in determining the purchases of coal and pet coke under 3 

long, medium and short term contracts, does NSPI have guidelines in determining the 4 

minimum level in each category 2, 3, and/or 4 years ahead?  If so, please provide the 5 

guidelines or describe the approach. 6 

 7 

Response IR-170: 8 

 9 

The Company’s solid fuel procurement strategy is outlined in the Fuel Manual.  This confidential 10 

information can be viewed at NSPI offices, filed under OE-01F. 11 

 12 
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 NON-CONFIDENTIAL 

 
 
 
Date Filed:  July 25, 2008 NSPI (NPB) IR-171 Page 1 of 1 

Request IR-171: 1 

 2 

With respect to Liberty IR-15, the basis of portfolio forecasts for 2008 and 2009 appear to 3 

have changed with inventory levels having been introduced into the categorisation. Please 4 

explain the methodology and its impact on the interpretation of the levels of coal burn 5 

planned for the years in question. 6 

 7 

Response IR-171: 8 

 9 

The volumes of solid fuel to be consumed in a given year depend on the overall energy 10 

requirement to be satisfied by the generating stations as well as the quality of the fuels being 11 

used to satisfy that requirement. 12 

 13 

The volumes of solid fuel to be purchased to satisfy the energy requirement in a given year 14 

depend on the quantity and quality of coal in beginning inventory, the quality of fuels available 15 

for purchase and the desired ending inventory levels for the year.  NSPI has added inventory to 16 

the tables to allow the readers to see the amount of inventory which was not available in prior 17 

tables. 18 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-172 Page 1 of 1 

Request IR-172: 1 

 2 

With respect to Liberty IR-15, please provide: 3 

 4 

a) The planned purchases of coal and petroleum coke for 2008 and 2009. 5 

b) The inventory levels of coal and petroleum coke by grade: 6 

 7 

i.  At the end of 2007 8 

ii.  Planned at the end of 2008 9 

iii.  Planned at the end of 2009 10 

 11 

Response IR-172: 12 

 13 

a) XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX 14 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX 15 

XXXXXXXXXXXXXXXXXXX 16 

 17 

b) i. XXXXXXXXXXXXXXXXXXx 18 

XXXXXXXXXXXXXXXXX 19 

XXXXXXXXXXXXXXXxx 20 

XXXXXXXXXXXXXXXx 21 

 22 

ii-iii) Please refer to Liberty IR-87. 23 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-173 Page 1 of 1 

Request IR-173: 1 

 2 

With respect to OE-01E and the various Portfolio Charts filed in response to Liberty IR-3 

15, please provide a single summary chart from 2006 to present day showing each solid fuel 4 

contract entered into by NSPI, the date the contract was entered into, the term of the 5 

contract, whether NSPI considers the contract short, medium or long-term, the tonnes per 6 

year to be delivered pursuant to the contract indicating optionality if any and the amount 7 

of the optionality, the actual deliveries which have occurred to date under each of the 8 

contracts, and if available the percentage of the tonnes actually delivered which were 9 

burned by NSPI in each of 2006, 2007 and 2008 year-to-date. 10 

 11 

Response IR-173: 12 

 13 

Please refer to Confidential Attachment 1 which included deliveries in 2006 and later. 14 

 15 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX 16 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX17 

XXXXXXXXXXXXXx. 18 



2009 General Rate Application (NSUARB P-888) 
NSPI Responses to NPB Information Requests 

 
 REDACTED 

 
 
 
Date Filed:  July 25, 2008 NSPI (NPB) IR-174 Page 1 of 1 

Request IR-174: 1 

 2 

With respect to Liberty IR-21, NSPI provides a summary of the XXXXXXXX. 3 

 4 

a) If an agreement is reached XXXXXXXXx regarding the supply of solid fuel for 2009 5 

how does NSPI propose the impact of this Agreement be reflected in customer 6 

charges? 7 

b) Will NSPI commit to providing a quarterly update of this matter to Intervenors who 8 

are subject to the appropriate Confidentiality Undertaking. 9 

 10 

Response IR-174: 11 

 12 

a) The agreement would be reflected in the fuel accounts through the Fuel Adjustment 13 

Mechanism (FAM). 14 

 15 

b) Under the FAM reporting requirements, NSPI provides a quarterly report entitled “NSPI 16 

(FAM) Q-4 – Contract Update”.  This quarterly report summarizes contract amendments 17 

changes, litigation and force majeure. 18 

 19 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-175 Page 1 of 1 

Request IR-175: 1 

 2 

With respect to Liberty IR-21, please provide an update on the status of XXXXXXXXXX 3 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXx. 4 

 5 

Response IR-175: 6 

 7 

This response is confidential. 8 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-176 Page 1 of 1 

Request IR-176: 1 

 2 

With respect to Liberty IR-21 and IR-22, please state the exact date that NSPI became 3 

aware of the planned XXXXXXXXXXXXXXXXXXXXXXx. 4 

 5 

Response IR-176: 6 

 7 

This response is confidential. 8 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-177 Page 1 of 1 

Request IR-177: 1 

 2 

With respect to Liberty IR-22, it is understood that XXXXXXXXXXXXXXXXXXXXXx. 3 

XXXXXXXXXXXXXXXXXXXXXXXXXX.  Have the financial implications of this been 4 

fed into the Test Year forecast.  If not, what would be the impact on the forecast? 5 

 6 

Response IR-177: 7 

 8 

The financial implication of the XXXXXXXX is not incorporated in the 2009 test year forecast.  9 

The effect on the 2009 forecast will be available as part of the updated Fuel forecast. 10 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-178 Page 1 of 1 

Request IR-178: 1 

 2 

With respect to Liberty IR-37, please provide a similar attachment that breaks out the 3 

variances in fuel costs from the 2009 forecast to 2007 actuals (as opposed to compliance). 4 

 5 

Response IR-178: 6 

 7 

Please refer to Confidential Attachment 1. 8 
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 REDACTED 

 
 
 
Date Filed:  July 25, 2008 NSPI (NPB) IR-179 Page 1 of 1 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

Request IR-179: 

 

With respect to Liberty IR-38, in OE-01K, Attachment 1, there are various references to 

EVA and Hill forecasts:  

 

a) Please provide a copy of all of the forecast documents on which the figures in OE-

01K are based. 

b) Please also indicate how the EVA and Hill forecasts are used, if at all, in coming up 

with the forecast prices for 2009 for any of the solid fuels. 

c) With respect to the Average Line for mid-sulphur coal, is this meant to be a simple 

average or a weighted average? Please describe the averaging process in detail. 

 

Response IR-179: 

 

a) The confidential forecast documents on which the figures in OE-01K are based can be 

viewed at NSPI offices. 

 

b) The EVA forecast XXXXXXXXXXx was used, in combination with XXXXXXX, to 18 

forecast XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX. 19 

20  

Because NSPI had XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX 21 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX. 22 

23  

c) XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX 24 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX 25 

XXXXXXXXXXXXXXXXXXXXXXx1XXXXXXXXXXXXXXXXXXXXXXXXXX26 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX27 

XXXX. 28 

                                                 
1 xxxxxxxxxxxxxxxxxxxxxxxxx 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-180 Page 1 of 1 

Request IR-180: 1 

 2 

With respect to Liberty IR-41, please describe in detail with a quantitative breakdown 3 

what makes up the solid fuel adjustments figure of XXXXXXXx which comes from OE-4 

01C Attachment 1. 5 

 6 

Response IR-180: 7 

 8 

Please refer to NPB IR-108 Attachment 1 for a quantitative breakdown of the solid fuel 9 

adjustments.  The referenced xXXXXXXx figure can be derived from this Attachment by 10 

excluding the XXXXX of Water Royalties which are separately reported in OE-01C Attachment 11 

1.   12 
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 NON-CONFIDENTIAL 

 
 
 
Date Filed:  July 25, 2008 NSPI (NPB) IR-181 Page 1 of 1 

Request IR-181: 1 

 2 

With respect to Liberty IR-45, NSPI was asked to provide copies of all RFP documents 3 

relating to the fall 2008 gas sale, and copies of all responses to the RFP “as they become 4 

available” [emphasis added].  Various information contained in Liberty IR-45 a-e were also 5 

asked to be provided “as they become available” [emphasis added].  NSPI’s response was 6 

that it planned to start the 2008 RFP process for natural gas sales in late summer, similar 7 

to the 2007 process, and therefore the requested information is not available. Please 8 

confirm that NSPI will make available all of the information requested by Liberty in the 9 

Confidential Data Room as it becomes available, and that NSPI will inform intervenors as 10 

soon as this information is available. 11 

 12 

Response IR-181: 13 

 14 

NSPI’s confidential FAM data room maintains complete information related to transactions 15 

within forty-five days of the transaction date. 16 

 17 

The Fuel Adjustment Mechanism summary report, “NSPI (FAM) Q-3 New Fuel Contracts”, will 18 

provide procurement updates on a quarterly basis. 19 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-182 Page 1 of 1 

Request IR-182: 1 

 2 

With respect to Liberty IR-56, why is NSPI proposing to use 2007 data for its assumptions 3 

regarding pipeline imbalances? Please also provide the estimated pipeline imbalances for 4 

2008 and indicate any actions that NSPI has taken to minimize any penalties for pipeline 5 

imbalances. 6 

 7 

Response IR-182: 8 

 9 

NSPI used 2007 as a base to forecast 2009 pipeline imbalances as it was the most recent data 10 

available at the time the forecast was made.  NSPI’s experience to date in 2008 is similar to 11 

2007.  NSPI has instituted a real-time balancing model to minimize penalties.  12 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-183 Page 1 of 1 

Request IR-183: 1 

 2 

XXXXXXXXXXXXXXXXXXXXXXXXXX. 3 

 4 

a) Please explain why the Bid Asked Spread-Hedge Unwind XXXXXXXXXX is 5 

included in the Delivered Market Price for natural gas in XXXXXXXXXXXXXXX 6 

XXXXXXXXX but not for any other month.  7 

b) The Delivered Market Price of Natural Gas matches the monthly dispatch fuel costs 8 

provided in response to NPB IR 103(b), except for XXXXXXXXXXXXXXXXXXX 9 

XXXXXX where the Hedge Unwind cost is excluded. Please explain the exception 10 

XXXXXXXXXXXXXXXX. 11 

c) The Delivered Market Price of HFO matches the monthly dispatch fuel costs 12 

provided in response to NPB IR 103(b), except for XXXXXXXXXXXXXXXXXXXX 13 

XXXXXX where the dispatch costs are lower than the delivered cost. Please explain 14 

the exception XXXXXXXXXXXXX. 15 

 16 

Response IR-183: 17 

 18 

a) The Bid Ask Spread – Hedge Unwind is applied only XXXXXXXXXXXXXXXXXXX 19 

XXXXx to account for the incremental cost of switching hedges in those months.  20 

 21 

b) The Bid Ask Spread - Hedge Unwind figure was only used for the graphical 22 

representation depicted in the Direct Evidence, Figure 2.6.   23 

 24 

c) For purposes of assigning the monthly dispatch for xXXXXXXXXXXXXXXXXXXXX, 25 

the Bid Ask Spread - Hedge Unwind was factored, although not specifically quantified.  26 

The values in NPB IR-103(b) for the Delivered Market Price of HFO are equal to the 27 

Delivered Price of Natural Gas for purposes of dispatch only. 28 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-184 Page 1 of 1 

Request IR-184: 1 

 2 

With respect to Liberty IR-74, please explain in detail and provide all communications with 3 

Maritimes & Northeast Pipeline regarding anticipated loss factors in 2009 to justify the 4 

increase from XXXXXXXXXx.  Please also provide the estimated impact of this change to 5 

the fuel forecast for the 2009 test year, and indicate whether M&NP can unilaterally 6 

change its loss factors.  7 

 8 

Response IR-184: 9 

 10 

Maritimes & Northeast Pipeline (M&NP) discussed this matter in meetings of the Tolls and 11 

Tariff Working Group (TTWG).  New Page Port Hawkesbury is a member of the TTWG.  The 12 

discussions and communications of the TTWG are confidential and members of the TTWG are 13 

not authorized to disclose these discussions. 14 

 15 

The estimated effect on the 2009 test year is XXXXXXXX.  M&NP can change its loss factor 16 

subject to review by the National Energy Board. 17 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-185 Page 1 of 2 

Request IR-185: 1 

 2 

With respect to NPB IR-1, please provide the estimate of carrying charges for each of the 3 

five scenarios based on NSPI’s current AFUDC. 4 

 5 

Response IR-185: 6 

 7 

The estimated carrying charges are shown in the tables below: 8 

 9 

NSPI’s request 10 

($K) 2009 2010 2011 Total 

Carrying Charges $480 $530 $177 $1,186 

 11 

Five Years 12 

($K) 2009 2010 2011 2012 2013 Total 

Carrying Charges $551 $741 $530 $318 $106 $2,245 

 13 

Seven Years 14 

($K) 2009 2010 2011 2012 2013 2014 2015 Total 

Carrying Charges $581 $832 $681 $530 $378 $227 $76 $3,304 

 15 

Ten Years 16 

($K) 2009 2010 2011 2012 2013  

Carrying Charges $604 $900 $794 $688 $582  

($K) 2014 2015 2016 2017 2018 Total 

Carrying Charges $477 $371 $265 $159 $53 $4,893 

 17 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-185 Page 2 of 2 

Response IR-185:  (cont’d) 1 

 2 

Twenty Years 3 

($K) 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018  

Carrying Charges $630 $980 $927 $874 $821 $768 $715 $662 $609 $556  

($K) 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 Total 

Carrying Charges $503 $450 $397 $344 $291 $238 $185 $132 $79 $26 $10,189 

 4 
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 NON-CONFIDENTIAL 

 
 
 
Date Filed:  July 25, 2008 NSPI (NPB) IR-186 Page 1 of 1 

Request IR-186: 1 

 2 

With respect to NPB IR-4, please confirm or deny that:  3 

 4 

a)  The Low NOx Combustion Firing Systems actually require NSPI to burn more 5 

MMBtu to produce a MWh of energy.  6 

b)  The cost of Low NOx Combustion Firing Systems are classified as 100 percent 7 

energy related. 8 

 9 

Response IR-186: 10 

 11 

a) Confirmed. 12 

 13 

b) Confirmed.  Low NOx firing systems are considered environmental plant and as such are 14 

classified as energy-related.  At the time of filing, approximately $4 million in Low NOx 15 

assets were included in this category.  There are approximately $12 million in additional 16 

Low NOx assets that will be in place before 2009 that should also be included in this 17 

category.  This will be adjusted in the Compliance Filing.  18 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-187 Page 1 of 1 

Request IR-187: 1 

 2 

With respect to NPB IR-4(b), is the replacement energy cost for the additional five weeks of 3 

the Trenton 5 outage equal to XXXXXXXXXXXXXXXX, as indicated in response to HRM 4 

IR-6(b)? If not, please specify the replacement energy cost assumed for the five week 5 

period. 6 

 7 

Response IR-187: 8 

 9 

Yes. 10 

 11 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-188 Page 1 of 1 

Request IR-188: 1 

 2 

With respect to NPB IR-5(a), NSPI confirmed that XXXXXXXXXXXXXXXXXXXXXXX 3 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX, 4 

XXXXXXXXX notwithstanding that Figure 2.4, page 19 of its Direct Evidence, stated in 5 

footnote 2 that, XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX 6 

XXXXXXXXx. 7 

 8 

And in response to NPB IR-5(b) NSPI states in part that with XXXXXXXXXXXXXXXX 9 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX 10 

XXX. 11 

 12 

a)  Please explain how this figure was developed and provide a copy of all background 13 

information (i.e. workpapers) supporting the calculation/derivation of this figure.  14 

b)  Please indicate what this is a preliminary cost estimate of. 15 

 16 

Response IR-188: 17 

 18 

a) This confidential information can be viewed at NSPI offices (filed under Liberty IR-87). 19 

 20 

b) Please refer to Liberty IR-86. 21 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-223 Page 1 of 1 

Request IR-223: 1 

 2 

With respect to NPB IR-96(b), NSPI states that it anticipates collecting the $8 million (if 3 

incurred) through the Fuel Adjustment Mechanism. If this is the case, please explain if the 4 

$8 million shown on line 39, column 2 of FOR-13 is the same $8 million, and if so please 5 

explain why it is being used as part of the calculation of the proposed average rate base for 6 

the 2009 test year. 7 

 8 

Response IR-223: 9 

 10 

Yes, it is the same $8 million.  All expenditures deferred for collection in future periods are 11 

included in rate base. 12 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-224 Page 1 of 1 

Request IR-224: 1 

 2 

With respect to NPB IR-103(b), please explain why the prices per MMBtu for HFO and 3 

Natural Gas shown do not match the monthly dispatch fuel costs shown in OE-01A, 4 

Attachment 1, page 2 of 16. 5 

 6 

Response IR-224: 7 

 8 

The monthly fuel costs shown in OE-01A Attachment 1 reflect the consumed costs of fuel and 9 

include the effects of inventories, contract prices and hedges.  The prices in NPB IR-103(b) 10 

reflect the market prices for purposes of assigning generation dispatch in Strategist. 11 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-225 Page 1 of 1 

Request IR-225: 1 

 2 

With respect to NPB IR-106, reference is made to the HFO monthly cost profile for 3 

January and February being further influenced by the benefit from the consumption of 4 

unhedged HFO which is in inventory at a lower cost.  5 

 6 

a)  Please explain how much HFO is unhedged in inventory and compare the cost of 7 

this unhedged HFO to other HFO anticipated to be used in 2009 and explain and 8 

quantify the benefit.  9 

b)  Does the Company agree that the costs of fuel in inventory are sunk costs and 10 

therefore current or future market prices are more relevant to economic decisions 11 

than inventory costs? If not, please explain why not. 12 

 13 

Response IR-225: 14 

 15 

a) The 2009 forecast includes a beginning inventory of unhedged Heavy Fuel Oil (HFO) of 16 

XXXX Barrels at a weighted average cost XXXXX.   17 

 18 

b) Yes. 19 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-226 Page 1 of 1 

Request IR-226: 1 

 2 

With respect to NPB IR-107, NSPI states that fuel choice decisions at Tufts Cove are based 3 

on the relative market price of HFO and Natural Gas, and the delivered costs of each 4 

commodity, as well as the costs associated with executing hedge arrangements. Since the 5 

settlement of financial hedges is a sunk cost, and not a marginal cost, please explain how 6 

and why the hedging arrangements influence the contemporaneous dispatch decision. 7 

 8 

Response IR-226: 9 

 10 

Hedges in place are sunk costs and do not factor into the fuel choice decision.  XXXXXXXXX 11 

XXXXXXXXXX the market price of natural gas is lower than the market price of Heavy Fuel 12 

Oil (HFO).  Hedges are in place for HFO for this period.  To comply with the Fuel Manual 13 

hedging requirements, a forecast change in fuel type would require removal of the original hedge 14 

and placement of the newly forecast fuel type hedge.  The cost of unwinding the HFO hedges 15 

and placing the natural gas hedge is factored in the decision as incremental costs. 16 
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Date Filed:  July 25, 2008 NSPI (NPB) IR-227 Page 1 of 1 

1 

2 

3 

Request IR-227: 

 

With respect to NPB IR-108, please provide a detailed explanation of the SO2 provincial 

fee of XXXXXXXx shown in December 2009, as well as the Bunker Escalation costs. 4 

5 

6 

7 

8 

9 

10 

11 

 

Response IR-227: 

 

The SO2 provincial fee is paid to the provincial government annually based on the actual amount 

of SO2 emissions contributed by NSPI.  Bunker Escalation is a contracted term which is a pricing 

factor that adjusts freight rates for solid fuel cargoes with bunker price movements at the time of 

shipment. 
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