Hydro Québec Distribution

2006-2007 Rate Application, R-3579-2005

Proposed Interrogatories of Industrial Economics, Incorporated (IEc)

COST ALLOCATION

1. Reference:  HQD-13, Document 3

a. Using the current and proposed electricity rates in this table, please provide a “proof of revenues” analysis for each tariff charge for the test year showing the billing determinant, the current charge, the revenues at current rates, the proposed charge and the revenues at proposed rates.  Please provide this information in MS Excel or other spreadsheet electronic format.

2. Reference:  HQD-12, Document 1, Page 9, Table A

a. Please provide the underlying data and calculations used in this exhibit in electronic format.  If electronic format is not available, please provide all supporting workpapers with sufficient significant digits to provide for replication of this analysis.

3. Reference:  Non-heritage pool supply profile.  For both the most recently available historical year and the forecast test year, please provide the following information in electronic spreadsheet format:

a. Hourly generation requirements, detailing total HQD demand, heritage pool supply and non-heritage pool supply.

b. Hourly supply of non-heritage pool generation by generation source.

c. Hourly load for Rate L, for the Special Contracts class, and for all other rate classes for which HQD can make a reasonable estimate.

d. Hourly marginal cost for non-heritage pool generation.  (Please specify also how marginal cost is determined for each source of non-heritage supply.)

4. Reference:  Non-heritage pool supply

a. For each supplier of non-heritage supply for the test year, please provide the capacity supplied, the forecast of energy supplied, the capacity charge, the energy charge (by period, if applicable) and all other charges relating to that supply.

5. Reference:  HQD-12, Document 1, page 17, and page 21 Table B

a. Please provide the detailed workpapers showing the allocation of generation costs to the various classes before and after the two customers’ load is transferred from Rate L to the Special Contracts Class.  Please either provide the analysis in electronic format, or provide a table with sufficient significant digits to allow replication of the calculations.

b. Please explain generally why total allocated costs increase by approximately $15 million as a result of this change.

6. Reference:  HQD-12, Document 1, page 17, HQD-12, Document 2, page 35, column 18

a. Please confirm that the use of revenues as an allocator inequitably assigns extra BT costs to those classes who already provide revenues in excess of allocated costs.  If you cannot confirm, please provide all reasons why a revenue-based allocation is reasonable.

b. Please explain why allocation of BT-related costs on the basis of allocated costs, rather than revenues, is not appropriate.  Would such an allocation be consistent with the spirit of the Régie’s decision?

7. Reference HQD-12, Document 1.2:  Please provide workpapers for Scenarios A, B, C, and D and for the “Universal” scenario, in electronic format.  These workpapers should include the following information:

a. Scenario A

i. Reference year (2006) consumption (MWh) for each hour for each rate class, before and after losses;  

ii. Allocated heritage volume (MWh) for each hour for each rate class, before and after losses, including workpapers showing how reference year volumes and load factors were adjusted downwards to Decree 1277-2001 heritage volumes;

iii. Workpapers showing the derivation of loss factors for each rate class;

iv. Future year (2014) consumption (MWh) for each hour for each rate class, before and after losses, and supporting workpapers (to the extent that the future year hourly load profile is different than the reference year);

v. For each post-heritage source of supply, the assumed capacity cost, the assumed energy cost (by hour, if applicable),  other costs (please specify), the MW capacity available to HQD, the MWh supplied to HQD for each hour of the future year, and the average hourly cost;

vi. Workpapers showing the calculation of the weighted average hourly post-heritage supply cost from the various sources, by hour;

vii.   Workpapers showing the allocation of hourly post-heritage supply costs to post-heritage load.

b.   Scenario B

i. Workpapers showing the derivation of post-heritage load factors and loss factors by rate class (to the extent these are not provided under Scenario A).

c. Scenario C

i. Hourly heritage and post-heritage volumes (MWh) by rate class for the future year, including supporting workpapers

ii. Workpapers showing the derivation of the demand/energy split for post-heritage energy costs;

iii. Derivation of the 90 percent factor referenced on page 22;

iv. Workpapers showing the allocation of post-heritage demand and energy costs to each rate class.

d. Scenario D

i. Hourly heritage and post-heritage volumes (MWh) by rate class for the future year, including supporting workpapers (only to the extent these are any different from Scenario A);

ii.  Workpapers showing the average hourly procurement costs for the two sources of supply;

iii. Workpapers showing how post-heritage volumes are calculated to be 6 TWh cyclical and 13 TWh other;

iv. Workpapers showing the allocation of the cyclical supply costs to each rate class;

v. Workpapers showing the allocation of the other supply costs to each rate class.

Note:  To the extent that HQD applied a constant loss factor for each rate class to each hour’s load, it is necessary to provide only hourly consumption at the meter and the appropriate loss factor for each class.

8. Reference HQD-12, Document 2:  Please provide analyses of the generation cost alternative scenarios described in HQD-12, Document 1.2 (Scenarios A through D), for the test year generation costs as proposed in this filing for all rate classes.  Please provide the electronic workpapers for this analysis, as detailed in the previous interrogatory.

9. Reference HQD-12, Document 1.2:  For Scenarios A, B, C, and D and for the “Universal” scenario, please provide a step-by-step description of the methodology, in algebraic notation.

CROSS-SUBSIDIZATION

10. Reference: HQD-12, Document 3

a. If the Régie adopts a methodology for allocating non-heritage generation costs other than the rolled-in approach recommended by HQD, will this change be treated as a methodology change or a price/cost/volume effect, for the purpose of monitoring cross-subsidization?  Please provide the reasoning for your answer.

11. Reference:  HQD-12, Document 3, page 12, Table 1:  Please provide full copies of the following cost allocation studies and revenue-cost ratio calculations (for all classes, and not only the major groupings):

a. Real 2002;

b. Weather-normalized 2002;

c. Weather-normalized 2003;

d. Weather-normalized 2004, provisionally approved;

e. 2005 with 2004 methodology;

f. 2005 estimated approved;

g. 2006 with 2005 methodology;

h. 2006 proposed (revenue-cost ratio calculations only).

12. Reference:  HQD-12, Document 3, page 17, Table 3, line 12:  Please explain why the referenced simulation is not the 2006 cost of service study using the 2005 methodology.

13. Reference HQD-13, Document 1, Table 7:

a. Please reconcile the marginal costs shown in Table 7 for residential service with the 2006 test year reported post-patrimonial residential energy cost of nearly 11 cents per kWh, plus transmission costs in excess of 2 cents per kWh.

14. Reference HQD-13, Document 1

a. Please provide all reasons why HQD proposes any increase to the first energy block in the Rate D tariff structure.  Why is it not appropriate to assign all of the rate increase to the tail block?

b. Please specify any specific “gradualism” or “avoidance of rate shock” criteria that HQD employs when evaluating different tariff design proposals for Rate D.  In light of the overall increase to the rate class, what is the maximum increase HQD is willing to impose on larger residential customers?

c. Please provide a “bill frequency” analysis for the residential class Rate D for the most recently available historical year, showing for 100 kWh increments, the number of bills, and the kWh billed within the block.  Please provide the analysis in MS Excel or other spreadsheet electronic format.  

d. To what extent is HQD’s proposal to increase the tail block charge for Rate D limited by its desire to reduce the impact on farm customers served under that rate?  Has HQD given any thought to creating a separate class for rural farm customers?  Please explain your response.

15. Reference HQD-13, Document 1, page  29, Table 10

a. Please provide an analysis showing billing determinants, current tariff charges and proposed tariff charges for each of the customer groups reported in this table, showing the impact of the proposed rate increase.  Please provide supporting workpapers.

b. Please identify who the customers are that are not reported in this table, that account for the difference between the 47,049 GWh of energy consumption reported at HQD-12, Document 2, page 15 and the 44,366 GWh reported in this table.  Please provide billing determinants, present and proposed tariff charges, and present and proposed revenues for these omitted customers.
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