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Note:  All references to Exhibit SCGM-2 in these information requests relate to the English translation of that Exhibit.  The references all include section numbers in the format §a.b.c to facilitate reference to the original French language document.  Industrial Economics, Incorporated (IEc) regrets any inconvenience caused by our reliance on the English language version of this exhibit.  Also,  the references to SCGM exhibits in these information requests follow the format SCGM-w,x,y,z, where w is the exhibit number, x is the document number, y is the page number and z is the line number.

Cost Allocation Issues

1. Reference:
SCGM-4, Document 2 and SCGM-9, Document 3

Context:
At Exhibit SCGM-2, page 8, lines 4 to 5 (Introduction), SCGM indicates that it has filed no cost allocation study in this proceeding, and indicates that it has made no changes to the cost allocation methods currently in effect.  However, SCGM has relied on both the cost allocation methods and allocated costs in developing both the magnitude and type of unbundled tariff charges (see, e.g., SCGM-7 and SCGM-9).  Moreover, the cost allocation methodology that has been developed over the past several rate proceedings is based on particular operations practices involving transportation and load balancing assets available to SCGM.  Because the cost allocation methodology underpins the tariff unbundling, IEc seeks to confirm that the cost allocation methodology is still consistent with current operations, and that SCGM has made no substantive changes to that methodology.
Information Requests:

a. Regarding the cost components of "Frais reliés au gaz" in the referenced exhibits (SCGM-4,2,2,30-42 and SCGM-8,3,1,39-46):

i. Please indicate whether the classification of costs for "Great Lakes" and "Frais fixes - entr. St. Flavien" has changed between the two referenced documents.  If so, please provide the reasons for the change.

ii. Please describe the rationale for the classification of the "Frais transport gaz coussin St-Flavien" costs in the former document.

b. Please identify all additional substantive changes in cost functionalization or classification between the two referenced documents, and provide a full explanation for each change.

c. Please confirm that SCGM expects to operate its STS capacity at or near 100 percent load factor for the winter months November through March.  If you cannot confirm, please estimated the anticipated load factor and provide supporting workpapers.

2. Reference:
SCGM-4,2,3,70 - 4,100

Context:
In this filing, SCGM proposes to modify the functionalization of certain inventory/working capital costs, generally reducing distribution costs and increasing gas supply, transportation and load balancing costs.  IEc has been asked by IGUA to review the functionalization changes.
Information Requests:

a. Please explain and provide supporting workpapers for the functionalization of inventaires and encaisse et matériels shown in the referenced exhibit.

3. Reference:
SCGM-7,1,1,4-7

Context:
IGUA has asked IEc to review the analytical basis for the allocators used in the referenced exhibit.

Information Requests:

a. Please describe how the following allocators were derived for the 1999/2000 budget, and provide supporting workpapers:

i. A:  Cons. journaliére moy. annuelle  (line 4)

ii. B:  Cons. jounaliére moy. d l'hiver  (line 5)

iii. C':  Cons. de la journée de pointe (44 DJ)  (line 6)

iv. C:  Cons de la journée de pointe (facturée)  (line 7)
b. Please describe the mathematical relationship, if any, between the allocation factor C' and the subscribed demand levels for customers in Rate 3 and Rate 4.

4. Reference:
SCGM-8,2,1,all

Context:
SCGM has not filed its 1997/98 cost allocation study which is used as part of the development of unbundled distribution charges.  IEc seeks clarification of some aspects of the cost information reported in the referenced document from the backup materials.

Information Requests:

a. Please provide a qualitative and quantitative explanation of why the per-unit distribution costs for rate sub-class 3.3 are higher than for rate sub-class 3.4, despite the higher for sub-class 3.3.  Is the difference due solely to higher per-unit customer costs for sub-class 3.3? 

b. Please provide a qualitative and quantitative explanation of why the per-unit distribution costs from the 1997/98 cost allocation study for Rate 4.8 are higher than the costs for Rate 4.7, despite the relatively higher load factor (CU) for Rate 4.8.

c. Please provide a qualitative and quantitative explanation of why the per-unit distribution costs from the 1997/98 cost allocation study for Rate 5.7 are higher than the costs for Rate 5.6 and 5.8.

d. For each distribution cost item reported on this exhibit, please provide a table that segregates that cost item into demand, commodity (if any), and customer components, based on the 1997/98 cost allocation study.

Tariff Charge Unbundling Issues

5. Reference:
SCGM-8,1,1-10,all

Context:
SCGM-8 presents both incremental and average block charges for each tariff block for each rate class under unbundled rates.  IEc was not able to follow all of the logic behind the calculations based on the information provided in that exhibit and requests additional supporting information.  Electronic copies of this exhibit would assist immeasurably.
Information Requests:

a. Please provide electronic copies of the spreadsheets comprising the referenced exhibit, as well as any additional spreadsheets to which these are electronically linked.

b. Please provide an exhibit that depicts T/D revenues for rate classes 3, 4 and 5 by block charge under present bundled and proposed unbundled rates.  For each rate class, the exhibit should include:

i. Present and proposed tariff charges, unbundled as appropriate;

ii. Billing determinants for each rate block, including those determinants subject to demand, base commodity, peak shaving commodity, and unauthorized withdrawal commodity charges;

iii. Contract period, summer/winter and minimum contracted volume discounts;

iv. Any other adjustments needed to derive revenues by tariff class from the charges specified in the present and proposed tariff.

6. Reference:
SCGM-8,1,1,1-10

Context:
For a variety of reasons, the unbundled rates do not produce the same revenues for each Rate 3/Rate 4 tariff subclass as the bundled T/D rates.  IEc seeks additional information regarding the basis for this variation.
Information Requests:

a. Please confirm that the referenced exhibit demonstrates that, under proposed rates, each subclass within Rate 3 customers pay lower rates through the sum of the unbundled charges than under the current bundled TD charge, while Rate 4 customers generally pay higher rates through the sum of the unbundled charges than under the current bundled TD structure.  If you cannot confirm, please explain your response.

b. Please explain why SCGM decided to use the same tariff charges for distribution rates for Rates 3 and 4, rather than developing separate tariff schedules for each class and potentially avoiding the inter-class revenue shift. 

c. As part of its unbundling analysis, did SCGM consider integrating the Rate 5 distribution tariff with Rates 3 and 4?  If so, please explain why SCGM is not proposing such a tariff in this filing, and comment on the implications of allocated costs and tariff discounts on that decision.

7. Reference:
SCGM-2,1,23,26 to 28,13; §4.2.1

Context:
SCGM proposes to retain an overall fixed/variable split for "rebundled" tariff charges at the current 73% fixed - 27% variable split for the bundled T/D tariff for Rates 3 and 4.  IEc seeks additional information regarding SCGM's rationale for (a) retaining that split in aggregate, and (b) unbundling that split into the various functions, as well as the potential implications of this proposal for competition in the transportation function.

Information Requests:

a. Please provide all of SCGM's reasons for specifying that the fixed/variable split for distribution cost recovery in the Rate 3/4 tariff should be 73/27 percent. 

b. Please provide all of SCGM's reasons for specifying that the fixed/variable split for the overall Rate 3/4 tariff should be 73/27 percent.

c. Please provide all of SCGM's reasons why load balancing charges are deemed to be 100 percent variable, when they are based on "excess" demand levels. 

d. Please provide all of SCGM's objections to specifying a higher fixed share for the unbundled transportation tariff and a lower fixed share for the distribution share, and provide any analysis that you have prepared in support of your position.

8. Reference:
Équilibrage tariff (SCGM-12,1,23-25); SCGM-2,1,15,5-28 (§2.4.1)

Context:
IEc seeks clarification regarding the imposition of imbalance penalties and load balancing charges.

Information Requests:

a. Is SCGM proposing any changes to the imbalance penalties associated with differences between actual deliveries and contractual deliveries as part of this filing?  If so, please identify all such changes and provide an explanation for each.

b. Please provide a numerical example and explanation that shows how a customer who takes service under Rate 4 would typically incur both daily imbalance and load balancing charges.

c. Please provide a numerical example and explanation that shows how a customer who takes service under both Rates 4 and 5 would typically incur both daily imbalance and load balancing charges.

Other Issues
9. Reference:
SCGM-2,1,28-30 (§4.2.2)

Context:
IEc seeks clarification regarding the assignment of Champion pipeline capacity and costs in the proposed tariff unbundling.

Information Requests:

a. Please specify the load factor at which SCGM utilizes the Champion pipeline, and provide supporting documentation.

b. If customers who are currently served through the Champion pipeline choose to opt out of SCGM transportation service, how will the Champion capacity and costs for that service be treated?  As part of your response, please indicate:

i. Will Champion capacity be assigned to these customers?

ii. Will SCGM develop a separate tariff charge for the Champion pipeline, and will that charge be avoidable by customers?

10. Reference:
SCGM-2,1,71,26 - 74,4 (§6.2.5); SCGM-8,1,1.

Context:
Incorporating the discounts into the unbundled tariff structure appears to be a significant factor in causing re-bundled tariffs to vary from the bundled T/D tariff for specific tariff sub-classes, particularly within Rate 5.

Information Requests:

a. Please explain whether SCGM considered reducing both overall Rate 5 rates and the magnitude of the rate discounts as part of its unbundling proposal.  Please explain your response, including a discussion of whether SCGM deems a discount of 76 percent of the tariff rate to be unduly high.

b. Please describe other alternatives that SCGM considered to mitigate the impact of tariff unbundling on specific rate subclasses, particularly interruptible customers. 

11. Reference:
SCGM-2,1,53-54 (5.2.5); SCGM-7,5,1-3

Context:
SCGM proposes to implement a load termination charge if the proposed load balancing tariff does not fully recover load balancing costs.  IEc seeks clarification of the mechanics of this charge.

Information Requests:

a. Please provide an additional example of the proposed termination charges based on a typical seasonal and daily load pattern for a Rate 4 customer.

12. Reference:
SCGM-2,1,37-38 (near the end of §4.3.1)

Context:
SCGM proposes a moratorium on customers who provide their own transportation capacity from freely contracting for additional or alternative capacity beyond November 2004, and recognizes that this requirement is an imposition.  SCGM justifies the moratorium on the grounds that it needs this requirement for it to be able to evaluate the system-wide costs and benefits of interconnecting with Eastern Canada gas supplies.

Information Requests:

a. Please describe whether SCGM believes that SCGM or its customers are in a better position to evaluate the net benefits to customers of interconnecting with eastern supplies.

b. Please describe in detail the problems that SCGM will incur absent the proposed moratorium.

c. If, absent the proposed moratorium, a significant percentage of SCGM customer load were to freely choose to contract for transportation capacity beyond November 2004, would SCGM consider this useful market information for evaluating the net benefits of interconnection with eastern supplies?  Please explain your response.

13. Reference:
Exhibit SCGM-2,1,33-37 (§4.3.1)

Context:
If a customer chooses not to take transportation service from SCGM, it will be assigned pipeline capacity based on the past 24 months of historical consumption.  IGUA seeks formal clarification of how SCGM intends to assign capacity to new customers, and customers who anticipate significant  decreases in load.  (Exhibit SCGM-2,1,36-37 addresses the issue for customers with increases in load.)

Information Requests:

a. Please describe the specific procedure by which existing SCGM capacity on TCPL will be assigned to the following types of customers, if they choose to opt out of SCGM transport service:

i. New customers;

ii. Customers who significantly decrease subscribed volumes from historical levels.

b. Please provide the reasons for using a 24 month historical period rather than a 12 month period.

14. Reference:
Exhibit SCGM-2,1,34,5-15 (§4.3.1)

Context:
SCGM proposes to defer the issue of assigning pipeline capacity to interruptible customers to a future proceeding.  Customers who are assigned pipeline capacity, can essentially become suppliers of load balancing services to SCGM.  Once assigned pipeline capacity, customers who have the ability to interrupt service may to sell their capacity during periods of high demands as a competitive alternative to storage service.  SCGM's interruptible customers effectively provide the same service to SCGM, at SCGM's embedded cost of load balancing service.  This request investigates the impediments associated with an interruptible customer converting to firm service, obtaining the allocated pipeline capacity, and selling that capacity on a competitive market when it can economically interrupt.

Information Requests:

a. Please describe the procedure that a current interruptible customer must follow in order to convert to firm service, and have pipeline capacity assigned to it.

b. Please detail any contractual or other delays that such a customer is likely to incur in such a transition.
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