INFORMATION REQUESTS FOR HYDRO-QUÉBEC DISTRIBUTION (HQD) 

In the matter of:

Demande d’Hydro-Québec relative a l’etablissement  tarifs d’électricité pour l’annee tarifaire 2005-2006

Drs. Lawrence Kryzanowski and Gordon Roberts

Experts for AQCIE AND CIFQ

October 13, 2004

HQD-11, DOCUMENT 1,  OUTPUT ON THE RATE BASE FOR RATEMAKING:
AQCIE et CIFQ_K&R-HQ-IR.30

Reference:  HQD-11, Document 1, page 3, Output on the rate base for ratemaking

(a) Please provide the sources and calculations for each number that appears in the table on this page.

(b) For each calculation and source, please provide the underlying rationale that demonstrates that these are consistent with the decision of the Regie of February 26, 2004, D-2004-47.

(c) Which witnesses are referred to in the last column of this table?

HQD-11, DOCUMENT 2, RATE OF RETURN ON EQUITY:
AQCIE et CIFQ_K&R-HQ-IR.31

Reference: Table 1, page 9, HQD-11, Document 2, Rate of return on equity

(a) Please confirm that the average rate on Canadian 10-year bonds for 2005, shown as 5.30%, is from the Consensus Forecast of August 14, 2004.

(b) Please confirm that the risk-free rate projected for 2005, shown as 5.83%, represents a forecast for 30-year Canada’s.

(c) Please confirm that based on the responses to (a) and (b), a reasonable forecast of the rate on 20-year Canada’s for 2005 is approximately 5.57%. If this cannot be confirmed, please explain why not.

AQCIE et CIFQ_K&R-HQ-IR.32

Reference: pages 6-10, HQD-11, Document 2, Rate of return on equity

(a)
Please confirm that your proposed adjustment mechanism is similar to that currently in use by such regulatory agencies as the National Energy Board and the Alberta Energy and Utility Board, where the change in the deemed rate of return on equity depends entirely upon the change in the Consensus Forecast for 30-year Canada’s.

(b)
Please explain why your proposed adjustment does not follow the most common practice of adjusting the rate of return on equity by some proportion less than the change in the Consensus Forecast for 30-year Canada’s. 

(c)
Please explain why your proposed adjustment method does not conform to the decision reached by the Regié for SCGM (Société en commandite Gaz Métropolitain) in D-99-11 R-3397-98?

HQD-11, DOCUMENT 3, AVERAGE RATE FOR THE COST OF PROSPECTIVE CAPITAL:

AQCIE et CIFQ_K&R-HQ-IR. 33

Reference: HQD-11, Document 3, page 3, Average Rate for Cost of Prospective Capital

(a)
Please confirm that HQD pays the fee of 0.5% on all its debt. If not, please detail on what debt it does not pay this guarantee.

(b)
Does the debt guarantee from the provincial government apply to the unregulated activities of HQ?

(c)
Please confirm that the same guarantee fee of 50 basis points is applied to $1 of long-term debt and to $1 of short-term debt.

AQCIE et CIFQ_K&R-HQ-IR.34

Reference:  Page 3, HQD-11, Document 3, Average Rate for Cost of Prospective Capital

(a) Please provide the sources and calculations for each number that appears in the table on this page.

(b) For each calculation and source, please provide the underlying rationale that demonstrates that these are consistent with the decision of the Regie of February 26, 2004, D-2004-47.

AQCIE et CIFQ_K&R-HQ-IR.35

Reference:  Page 3, HQD-11, Document 3, Average Rate for Cost of Prospective Capital

(a) Please confirm that the two rates indicated under Average Long Term Rate for 2005, 6.27%, for HQ 20 year obligations in Canadian dollars and 5.27% for 5 year Canadian dollar obligations, pertain to the same forecast period as is used in Table 1, HQD-11, Document 2, Rate of Return on Equity. If this cannot be confirmed, please explain why not.

(b) Please calculate the spread over 20-year Canada’s implied by the forecast of 6.27%. 

(c) Please explain how this spread for 20-year HQ debt is consistent with the estimate of “approximately 50 basis points” provided by Ms. McShane on Lines 21-23, page 7 of her Report.

(d) Next, kindly refer to the 2005 forecast for HQ 5-year fixed rate debt in Canadian dollars of 5.27%. Please confirm that this forecast provides a yield spread between 5-year HQ domestic debt and 20-year domestic debt of 100 basis points.

(e)
Please provide the current yield spread between 5 and 20-year HQ debt. Please explain any difference between this current yield spread and that implied in the calculations in the table on page 3
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