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Caveat:  On 31 October 2000, SCGM filed supplementary evidence in this matter.  At present, an English translation of that filing is not available.  Thus, these responses are filed prior to a review of the supplemental evidence by IEc.  Should that review require it, IEc will update its responses to these interrogatories promptly.

1. Référence : 
Report of : Industrial Economics, Incorporated on behalf of :  Industrial Gas Users Association (IGUA)

Page 2, lignes 12 et 13



Page 6, lignes 28 et suivantes



Page 7, lignes 4 - 9

Préambule :

« Thus, the primary purpose of unbundling a utility tariff is to open certain markets to competition » (page 2).

 «…SCGM’s cost functionalization methodology assigns all administrative costs for acquiring and managing gas supply, pipeline and storage functions to the distribution function… This practice, while anticompetitive, is not particularly unusual in other juridictions.» (page 6)
«…unlike many other jurisdictions, SCGM does not impose an administration charge on customers who choose to provide their own gas supply and other services, even though SCGM incurs additional costs to allow for that flexibility… This issue is not new to this unbundling filing.  Thus, SCGM’s current proposal is totally consistent with past practice… » (page 7).

Demandes :

1.1 Veuillez donner des exemples de juridictions canadiennes et américaines qui ont approuvé une telle pratique. 

1.2 Eu égard à ce que vous avancez en page 2 aux lignes 12 et 13, seriez-vous prêt à recommander que SCGM impose des frais d’administration, enlève des tarifs de distribution et intègre aux tarifs dégroupés appropriés les dépenses d’exploitation reliées à la gestion des outils de transport et d’équilibrage ainsi qu’aux achats de gaz de compression.  Veuillez expliquer 

Response:

1.1
IEc understands the question to inquire as to the identity of other jurisdictions that follow the approach used in Québec regarding gas supply and direct purchase administration charges.  IEc has specific experience in Pennsylvania and Ontario on this topic.  As of the time of IEc's experience, neither jurisdiction imposed a gas supply charge associated with the administrative costs of providing gas supply services.  Both jurisdictions imposed direct purchase administration charges.

1.2
IEc is unsure that it understands the question, but interprets it to ask whether IEc recommends the adoption of a gas supply administration charge.  In the theoretically perfect world, all costs are assigned to the specific functions that cause those costs to be incurred.  In that way, those costs would only be paid by customers who use those specific services.

However, in practice, it can be difficult to accurately functionalize certain types of costs, and parties to regulatory proceedings offer various arguments regarding the functionalization of utility costs to competitive functions.  As a general rule, costs that are easily identified with a particular function, which would not be incurred by the utility without that particular function, and which the utility can partially avoid if some customers reduce their use of the function, should be assigned to the competitive function.  An example of these costs are working capital costs associated with gas in storage and pipeline.  If some customers convert to direct purchase, the working capital costs of the utility are reduced.  Thus, as is the case for SCGM, it is appropriate to assign those costs directly to the gas supply function.

However, other types of costs are not so easily functionalized.  In particular, two types of costs give rise to regulatory debate.  The first are the administrative costs associated with meeting the needs of direct purchase customers.  Utilities typically incur additional administrative costs associated with developing and operating the systems and procedures that are necessary to allow customers to provide their own gas supply, storage and transportation.  Utilities generally argue that these are costs that the utility would not incur in the absence of direct purchase customers, and therefore these costs should be directly assigned to those customers and recovered through a direct purchase administration charge.  However, it is not so much the direct purchase customers who have caused these costs, as it is the legislature and/or the regulator who have deemed that competition is necessary and that the incremental benefits outweigh the costs.  As such, regardless of how many customers take direct purchase, the utility incurs the majority of these costs.  Moreover, because all customers tend to benefit from the competition, the direct purchase community argues that these additional administrative costs are worth the benefits gained by opening the market to competition, and all customers should contribute.

The second type of costs are administrative costs associated with procuring and managing gas supplies, transportation and load balancing services.  Direct purchase customers argue that these costs are related to the utility providing the gas supply function, and that therefore these costs should be functionalized as such and not recovered from distribution rates.  Utilities, however, respond that these costs are impossible to segregate from costs incurred in support of distribution functions, that the utility as supplier of last resort must incur these costs, and that these costs are fixed and cannot be avoided if some customers convert to direct purchase

IEc believes that the current policy of the Régie of imposing neither an administrative gas supply charge nor an administrative direct purchase charge represents a reasonable balance between the competitive positions.  While IEc does not oppose further analysis of the relative magnitude of these types of costs, we do not recommend that any such effort derail the current unbundling procedure.

2. 
Référence : 
Report of : Industrial Economics, Incorporated on behalf of :  Industrial 
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page 12, lignes 3 - 5

Préambule :

 «…While IEc does not object to the capacity assignment requirement (in light of current market conditions for that capacity),  IEc concludes that SCGM’s proposal is counter to the aims of tariff unbundling and is unduly anti-competitive…»
Demande :

2.1  
Veuillez indiquer quelles sont les conditions actuelles du marché qui expliquent votre position quant aux conditions de cession de la capacité.

Response: 

2.1
IEc understands the question to ask IEc to identify the current market conditions are  that make a required assignment of pipeline capacity necessary.

IEc's understanding of market conditions is that the price for TCPL capacity in the secondary market is significantly below the posted tariff price.  Thus, if SCGM did not require customers who choose to provide their own transportation capacity to take their share of SCGM contracted capacity when they convert, SCGM would incur stranded costs.  Customers could simply opt out of SCGM pipeline service and buy the identical service on the secondary market for less cost.  SCGM would be contractually required to pay the full TCPL tolls, but would be unable to resell the excess capacity at the full toll price.  Hence, it would incur stranded costs.


If the situation were reversed, and the secondary market required a premium above posted rates for capacity, SCGM would not need to impose a requirement that departing customers take the capacity.  Such departing customers, however, could make a very reasonable case that they should be entitled to their share of that capacity.

3.
Référence : 
Report of : Industrial Economics, Incorporated on behalf of :  Industrial 
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Page 14, lignes 30 et suivantes

Préambule :

«…Because it (load balancing tariff) is a little unusual, and because it relies on lagging historical billing data, IEc notes that customer acceptance may take some effort, and that a customer education effort will probably be needed… »

Demandes :

3.1
Vers quelle catégorie de clients cet effort d’éducation devrait, selon vous, être dirigé en priorité.  

3.2
Voyez-vous d’autres problèmes spécifiques reliés à l’utilisation de données historiques « lagging historical billing data »?

Response:

3.1
IEc understands the question to ask how customer education efforts should be priortized.  With the proviso that IEc is not expert in customer education programs, IEc recommends that a customer education program be focused on the implications of the load balancing tariff, and modestly prioritized for those classes that are not daily metered.


The load balancing tariff as proposed has properties that are similar to the demand "ratchet" that is common to industrial tariffs.  For the non-daily-metered classes, the "ratchet" is based on the previous winter's consumption level.  These customers will need to be made aware of what the implications of their winter consumption will be for the winter and for the rest of the year.  The daily-metered classes are more familiar with tariff ratchets and may thus need less education efforts.  Nevertheless, while these customers may be of a somewhat lower priority, a solid educational effort will also be necessary.

3.2
IEc understands the question to ask IEc to identify any other areas of problems associated with the use of lagging historical data for billing.  IEc does not see any significant problems associated with the use of lagging billing data for charging for prior winter load balancing costs.  As noted above, billing ratchets are a common rate design tool, and IEc believes that smaller core customers can understand the implications.  IEc suggests that SCGM and the Régie may wish to monitor customer resistance to the load termination charge, as discussed at Exhibit SCGM-2, pages 53 to 54 and SCGM-7, document 5.

4.
Référence : 
Report of : Industrial Economics, Incorporated on behalf of :  Industrial 
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Page 16, lignes 26 et suivantes

Préambule :

«SCGM’s unbundling proposal highlights some problems associated with these rate « discounts », particularly  those for Rate 5 »

Demandes :

4.1
Ce sujet ne devrait-il pas être repoussé à la cause tarifaire ou à tout autre instance  appropriée?


4.2
En quoi le problème soulevé est-il nouveau ou différent dans le contexte de l’éclatement des tarifs et des services?

Response:

4.1
IEc understands the question to ask whether the issue of the "discounts" for Rate 5 customers should be deferred for a future proceeding.  



In general, IEc's recommendation is found at page 18, lines 19 to 25, wherein IEc recommends that a task force be established to address this problem, and that the problem cannot be completely resolved at this time.  Nevertheless, IEc believes that, for this proceeding, the Régie should conclude that (a) these "discounts" are not discounts in the traditional sense but are more similar to mandated contractual provisions, (b) that a maximum "discount" of 76 percent is unduly high,  (c) that interruptible customers could potentially provide more flexible load balancing services for SCGM if not unduly constrained by tariff requirements and (d) that specific steps should be taken to evaluate and address this issue.  Moreover, this proceeding should also address the issue of those customers who are signficantly affected by the change from a maximum 50 percent "discount" for the bundled TD rate to the maximum 76 percent "discount" for the D rate.

4.2
IEc understands this question to ask whether there is anything new or different about this issue as a result of unbundling.



The only aspect of this issue that is new is that some customers are negatively impacted by the change from applying "discounts" to D rates instead of TD rates.  The fundamental issues of the discounts are not new, but are highlighted and perhaps exacerbated by the unbundling proceeding.  

