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QUESTIONS DE LA FÉDÉRATION CANADIENNE DE L’ENTREPRISE INDÉPENDANTE ET de l’union des municipalités du Québec RELATIVE À LA DEMANDE DE DÉTERMINATION DU COÛT DE SERVICE DU DISTRIBUTEUR ET À LA MODIFICATION DES TARIFS D’ÉLECTRICITÉ (PHASE 2)

Request 1

Reference: Evidence of Robert D. Knecht, p. 5

Preamble: If, for example, production cost increases (associated with the exhaustion of the heritage pool) require a production rate increase of 5 percent, small commercial customers would see an increase in current overall electricity rates of about 1.8 percent, but large industrial customers would face an increase of 3.2 percent.

Question: Please provide all the assumptions and calculations, for each rate classes, that lead to the conclusion stated above.

Request 2

Reference: Evidence of Robert D. Knecht, p. 13

Preamble: While it is difficult for an outside consultant to say that a price increase will result in any near term plant closures or significant reductions in load in the near term without intimate knowledge of the economics of a specific plant, a wide variety of economic and econometric analyses confirm that load reductions will take place.

Question:

i. Please file all the relevant studies and analyses supporting the assertions made above;

ii. Please explain how the effect of electricity price increases for industrial users is different than for large commercial users and file any relevant studies or analyses;

iii. Please explain how the effect of electricity price increases for industrial users is different than that for small commercial users and file any relevant studies or analyses;

iv. Please explain how the effect of electricity price increases for industrial users is different than that for small residential users and file any relevant studies or analyses;

Request 3

Reference: Evidence of Robert D. Knecht, p. 14

Preamble: Figure IEc-1 presents a comparison of the prices for various key commodities produced by HQD’s industrial customers with heretofore-flat electricity prices.

Question:  

i. Please provide a table and graph showing the average output per kWh consumed for each of the products presented in figure IEc-1 from 1998 to 2004;

ii. As productivity and efficiency improvements are requested of the Distributor, would it be normal to assume that industrial users have and will be improving their output per kWh consumed?  In the affirmative or the negative, please explain;

iii. Please explain how the price constraints faced by large industrial users are different from those of manufacturers that are part of the small and large commercial users that operate in equally competitive markets.

iv. Please explain how the price constraints faced by large industrial users are different from those of municipalities, hospitals and school boards, institutions that are all part of small and large commercial users.

v. Whether there are differences or not, please explain, in each of the cases presented in ii, iii, and iv, how small and large commercial users can afford a larger electricity price increase than that of industrial users.

Request 4

Reference: Evidence of Robert D. Knecht, p. 15

Preamble: The recent weakness in the US dollar, particularly vis-à-vis the Canadian dollar, decreases the international competitiveness of Canadian producers.

Question:  

i. Please explain how the appreciation of the Canadian dollar vis-à-vis the US dollar affects differently Canadian producers that are part of the small commercial, large commercial and industrial users;

ii. If there are no differences, please explain how small and large commercial users can afford a larger electricity price increase than that of industrial users.

iii. If there are differences, please state their nature and how they support a larger electricity price increase for small and large commercial users relative to industrial users.

Request 5

Reference: Evidence of Robert D. Knecht, p. 18

Preamble: In its phase 1 decision in these proceedings, the Régie accepted the use of the HQD index as the appropriate measure of cross-subsidization.

Question:  

i. Please explain how the use of the dollar values of the cross-subsidies are consistent with the decision D-2003-93 about cross-subsidies;

ii. Have any revision to decision D-2003-93 about cross-subsidies been published by the Régie;

iii. Please explain why the Régie should consider the dollar values of the cross subsidies when deciding about the relative tariff increases of each rate class in the framework of phase 2;

Request 6

Reference: Evidence of Robert D. Knecht, pp. 18-19

Preamble: For example, the more price elastic demand of industrial customers and their greater exposure to future production and transmission cost increases suggest mitigating the rate increase for that class.

Question:  

i. Please provide all the assumptions and all the calculations supporting the position stated above;

ii. Please explain how the exposure to production and transmission cost increases vary between domestic, small commercial, large commercial and industrial users;

iii. Please explain how this recommendation can be defended in the context of the decision by the Régie stating that the HQD index is the appropriate measure of cross-subsidies.
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