OC Information Requests to HQD
R-3579-2005

Question # 1
Reference:
HQD-12, Document 2, page 9 (line 21)


HQD-6, Document 1, page 1


HQD-5, Document 1, page 3

a) Please reconcile the $9,359.9 M in Revenue Requirement (excluding return on capital) reported in HQD-6 with the $9,372.8 M in Revenue Requirement (excluding return on capital) reported in HQD-12.

b) Please reconcile the $144.5 M in other Revenues reported in HQD-5 with the $157.5 M in other revenues reported in HQD-12.
Question # 2
Reference:
R-3541-2004, HQD-12, Document 4, pages 72-81 and pages 88-99



HQD-12, Document 1, page 3



HQD-12, Document 2, page 77

a) Please confirm whether the descriptions of methods used to assign the various components of HQD’s rate base to functions as submitted in R-3541-2004 (pages 72-81) are all still applicable to the R-3579-2005 Application.
b) If not, please indicate where there have been any changes and what the changes are.

c) Are there any new components to HQD’s rate base for 2005-2006 rates that were not included in R-3541-2004?  If yes, please indicate how they are assigned to functions and provide a description in a similar format to that in HQD-12, Document 2.
d) Please confirm whether the descriptions of methods used to assign the various components of HQD’s cost of service to functions as submitted in R-3541-2004 (pages 88-99) are all still applicable to the R-3579-2005 Application.

e) If not, please indicate where there have been any changes and what the changes are.

f) Are there any new components to HQD’s cost of service for 2005-2006 rates (other than the Amortization of Deferred BT expense) that were not included in R-3541-2004?  If yes, please indicate how they are assigned to functions and provide a description in a similar format to that in HQD-12, Document 2.

Question # 3
Reference:
HQD-12, Document 2, page 9, line 15; page 21, lines 15 and page 34, line 15


HQD-7, Document 9, page 3



HQD-12, Document 1, page 17

a) Please provide a schedule that sets out the allocation of each of the following components of “Amortissement” to functions and sub-function as per pages 9, 21 and 34:

· “Immobilisations”
· “Actifs Incorporels”
· “Frais Reportés – PGEÉ”
· “Frais Reportés – BT”.
b) On the same schedule, please identify the allocation factor used for each of the four items and the value of the allocation factor by function and sub-function.

Question # 4
Reference:
HQD-12, Document 1, pages 17-18 and page 21, Table B


HQD-7, Document 2, pages 4 & 7

a) Please redo the Table on page 4 of HQD-7, Document 2 assuming the two large power customers had not been transferred to the Special Contract category.  In doing so, please confirm that this leads to a $15.3 M change in the cost of electricity purchases as per Table B.

b) Please explain why the transfer of these two customers to Special Contracts increases HQD’s revenue requirement by $15.3 M (as per HQD-12, Document, page 21, Table B).

Question # 5
Reference:
HQD-12, Document 1, page 18


HQD-12, Document 2, page 9, line 15



HQD-12, Document 2, Annexe 1 & 2



R-3541-2004, HQD-12, Document 4, page 101; Annexe 1 and Annexe 2


HQD-9, Document 1, page 5

a) Are the depreciation charges referred to in HQD-12, Document 1 the charges associated with the following asset categories from HQD-9, Document 1:

1. “Postes de distribution (CED)”

2. “Lignes aériennes de distribution”
3. “Lignes souterraines de distribution”
If not, please list and describe, with reference to HQD-9, Document 1, the asset categories, for which the depreciation charges that can now be directly assigned, are associated.

b) Please confirm that for R-3541-2004, the depreciation associated with Postes de distribution (CED), Lignes aériennes de distribution and Lignes souterraines de distribution were directly assigned to either Networks or Remote Communities – per HQD-12, Document  4.  If not, please explain how the assignment was performed.

c) Please confirm that for R-3541-2004:

1. The depreciation associated with “Postes de distribution (CED)”, “Lignes aériennes de distribution “and “Lignes souterraines de distribution” assigned to Networks was allocated among the various sub-functions based on the net book value of fixed and intangible assets attributed to each function.  If not, please explain how the allocation was performed.

2. The net book value for the Networks sub-functions was estimated using the procedures described in HQD-12, Document 4, Annexe 1 and Annexe 2. If not, please explain.
d) Please provide a schematic (similar to that found in R-3541-2004, HQD-12, Document 4, page 101) that indicates when direct assignment as opposed to allocation is now used in assigning the depreciation charges for “Postes de distribution (CED)”, “Lignes aériennes de distribution “and “Lignes souterraines de distribution” to functions and sub-functions.
e) Please confirm that the rate base associated with “Postes de distribution (CED)”, “Lignes aériennes de distribution “and “Lignes souterraines de distribution” continues to be allocated to Networks sub-functions based on the procedures described in HQD-12, Document 2, Annexe 1 and 2.  If this is not the case, please explain.
f) The discussion in HQD-12, Document 1, page 16 appears to suggest that HQD is able to directly assign depreciation associated with “Postes de distribution (CED)”, “Lignes aériennes de distribution “and “Lignes souterraines de distribution” to the Networks sub-functions. However, in HQD-12, Document 2, the net book value of the fixed assets is “calculated” for a number of the sub-functions (i.e., RMT, RBT and Branchement).  Please explain why information is available to directly assign depreciation but not net book value for these assets.
g) Please provide a schedule that sets out the allocation of depreciation charges associated with “Postes de distribution (CED)”, “Lignes aériennes de distribution” and “Lignes souterraines de distribution” to functions and sub-functions:

· As proposed in the current Application (i.e., using direct assignment)

· Based on the net fixed and intangible assets.

In the same schedule please also include the net fixed and intangible assets by function and sub-function that were used as the allocation base in the second bullet.
Question # 6
Reference:
HQD-12, Document 1, pages 18-19



HQD-12, Document 2, Page 16, Table 10
a) Please indicate which allocation factors in Table 10 were impacted by the change in the use of a multiplier with respect to vacant buildings.  (Note:  If other allocation factors than those listed in Table 10 were affected, please identify them as well).
b) For those allocation factors that were impacted please prepare a schedule indicating how the allowance for vacant building impacted on each factor.
c) With reference to the discussion on pages18-19, please explain:

· The distinction between “abonnements” and “branchments”

· Why it is necessary to apply a “multiplier” to the number of “abonnements”

· The relationship between i) the 8950 abonnements with multipliers and the 8730 abonnements without multipliers and ii) the 5710 branchements – associated with vacant buildings.
Question # 7
Reference:
HQD-12, Document 1, page 19



HQD-12, Document 2, Tables 39, 41 and 42
a) In determining the average cost of poles and wires over the period 1999-2004, was the calculation based on:

1. A simple average of the cost of each type of asset over the 6-year period (i.e., a straight average of the unit costs for each of the 6 years); or
2. The average cost per unit for each type of asset over the 6 years (i.e., total spending divided by total units purchased)?
b) Were the costs for each year adjusted for inflation prior to determining the average as per (1) or (2)? 

c) If the average cost of poles and wires was determined in some other manner than those considered in a) and b), please explain.
Question # 8
Reference:
HQD-12, Document 1, page 19



HQD-12, Document 2, page 32 & 34



R-3541-2004, HQD-12, Document 4, pages 35-36

a) The text (HQD-12, Document 1, page 19, lines 16-20) seems to suggest that the organizational changes are taken into account under the heading “Imputations et Déversements”.  If this is the case, please indicate where in HQD-12, Document 2 this adjustment is shown. 
b) With reference to the new “Conditions of Service” unit, to what functions and sub-function (as per pages 35-36 of HQD-12, Document 4) were the associated activities assigned in the R-3541-2004 case? 
c) Please provide a description of the types of activities that are associated with the costs assigned to the following sub-functions of “Ventes et commercialisation”:

· “Grande enterprises”
· “Service à la clientele – Commercialisation Autre”
· “Ventes”.
Question # 9
Reference:
HQD-7, Document 2, page 14
a) Please provide a schedule that breaks down the 2006 post-heritage supply and show for each individual completed or anticipated call for tender (e.g., A/O 2002-1, A/O 2002-2, etc.), and for short-term market purchases:

· the volume (GWh)

· the total cost

· the average cost ($/MWh).
Question # 10
Reference:
HQD-3, Document 1, pages 12-13
a) Has HQD made any use whatsoever of the results of the PA Consulting benchmarking work regarding customer service (Tables 2 and 3) in the development of its budget and work program priorities for 2005-2006?  If yes, please explain specifically how the results influenced its plans and budgets for 2005-2006. If not, please detail any future plans to apply the results of the benchmarking study.
Question # 11
Reference:
HQD-3, Document 1, page 18
a) Has HQD made any use whatsoever of the results of the benchmarking regarding work safety (Table 6) and its subsequent analyses in the development of its budget and work program priorities for 2005-2006?  If yes, please explain specifically how the results influenced its plans and budgets for 2005-2006. If not, please detail any future plans to apply the results of the benchmarking study.

Question # 12
Reference:
HQD-3, Document 1, pages 19-21
a) Please explain more fully why measures of distribution costs per km are not considered relevant?  Explain why km of facilities does not represent a relevant cost driver for activities such as vegetation management, line patrolling and overall investment levels in poles and wires.
Question # 13
Reference:
HQD-3, Document 1

a) Is HQD aware of the Customer Care O&M Benchmarking Study prepared by Doug Louth Associates for Direct Energy in 2004 under direction from the Alberta Energy and Utilities Board (AEUB)?

b) If HQD was a participant in the study described in a), please provide a copy of the study report as filed with the AEUB and identify where HQD’s Customer Care O&M cost per customer lies relative to the mean/median of the survey sample.

Question # 14
Reference:
HQD-4, Document 2, pages 4-5

a) With respect to Table 1 (page 4), please confirm that the difference between simply escalating $9,123 M by 1.2% (i.e., $9,232 M) and the after increase revenue of $9,226, as reported in Table 1, is due to rounding.  If not, please explain.

b) With respect to Table 2 (page 5), please confirm that the difference between simply escalating $2,853 M by 3% (i.e., $2,938.6 M) and the after increase revenue of $2,933, as reported in the Table 1, is due to rounding.  If not, please explain.

Question # 15
Reference:
HQD-4, Document 3, page 10
a) Please explain more fully the concern raised in the last bullet (lines 7-10) regarding the application of the alternative option.

Question # 16
Reference:
HQD-4, Document 3, pages 12-16
a) Reference is made to an estimated 283 GWh of unused heritage pool energy (page 13, line 1).  Please reconcile this value with the 253 GWh reported in HQD-7, Document 2, page 5 (line 22).

b) Please confirm that if the proposed calculation of the variances by rate class is done at year end (as per Option 1), then the calculation can be based solely on annual volumes by customer class (as opposed to requiring monthly volumes).  If monthly volumes are required, please indicate:

1. Why monthly volumes are needed to do the calculation, 

2. Why a calculation based on monthly values will yield a different result by customer class than a calculation based on annual volumes at year end, and

3. Where in the current filing the forecast monthly volumes for 2006 required to perform the calculation are found.

c) Please confirm that:

1. The proposed methodology is consistent with the Global Treatment proposed by HQD (see HQD-12, Document 1, page 8) for the allocation of post-Heritage Pool costs to customer classes.

2. Should the Régie adopt a different allocation methodology for the allocation of post-Heritage Pool costs, then the Proposal in HQD-4, Document 2 would have to be similarly changed. If not, please explain.
Question # 17
Reference:
HQD-4, Document 3, pages 16-17

a) Please explain why, given the short timeframe until recovery of the costs (i.e. 2 years), a short-term interest rate should not be used to recognize the financing needs of HQD, as opposed to the average cost of capital.

b) Please confirm that HQD’s proposal is to track the variances by customer class and then dispose of each class’ variance by directly incorporating the class’ variance into rates to be charged to that class.  If not, please describe the proposed method of disposition by customer class.  

Question # 18
Reference:
HQD-4, Document 4, page 7 (lines 5-8)
a) Why is it appropriate for variances due to economic factors to be considered part of the Distributor’s business risk, but not variances due to weather – as both are considered by HQD to be beyond the Distributor’s control?

Question # 19
Reference:
HQD-4, Document 4, page 12

a. What is the basis for the values shown in Table 1 (i.e., how were the weightings established)?

b. How frequently does HQD plan to update the weighting factors in Table 1 (e.g., annually, bi-annually)?


c. How will the factors be updated?

Question # 20
Reference:
HQD-4, Document 4, page 9

a. Please provide details regarding the Newfoundland Power weather normalization account. In particular, please confirm that the normalization includes transmission and distrbution revenues, as well as generation-related revenues.
Question # 21
Reference:
HQD-4, Document 4, page 14-15

a) Please confirm that the effects of weather on customers’ energy use will not be the same as the effects on customers’ billing demands (i.e., weather variations that lead to 5% higher energy use (kWh) do not necessarily produce 5% higher billing demands (kW)).
b) Does the analysis undertaken by HQD to determine the revenue stablilization account for climate variance perform a separate calculation with respect to the impact of weather on billing demand quantities (i.e. billed on kW)?  If not, how are the revenue impacts for customers that are demand billed determined?  Is the impact on billing demand assumed to be the same as the impact on energy use?

c) Please produce the equivalent to Table 2, but show the variation in sales due to weather by rate class for each of the past 16 years.  Please comment on whether or not the variations “cancel out” for each rate class over the period.

Question # 22
Reference:
HQD-4, Document 4, page 24-25
a) Please clarify whether interest charges applicable to the the revenue stablilization account for climate variance will be:

· Accrued with the overall value of the account, and therefore not affect the annual revenue requirement and rate determination, or

· Included in the annual revenue requirement and allocated to customers based on accumulated variance determined for each customer class.

Question # 23
Reference:
HQD-4, Document 5, page 9
a) For each of the utilities cited with rate stabilization mechanisms, please indicate the basis on which interest charges to the deferral account are determined (i.e., based on average cost of capital, average cost of debt, current cost of long-term debt, etc.).

Question # 24
Reference:
HQD-4, Document 5, pages 5-7 and page 11

a) Given the significant cost pressures discussed on pages 5-7 and the fact that some of them (such as increased reliance on post-heritage pool supply) are ongoing, please provide any analyses HQD has performed, which demonstrate that with 3% annual increases over the next eight years all deferred revenue will be recovered.
Question # 25
Reference:
HQD-13, Document 1, page 19


R-3541-2004, HQD-14, Document 7, page 11

a) With reference to Table 3 (HQD-13, Document 1, page 19), after applying the DM rate multiplier, how many clients are there with:

· All Electric Heating and No Capacity invoice?
· Other Types of Heating and No Capacity invoice?
b) How many residential clients were there in 2004-2005 without electric heating and no capacity invoice and what was their annual consumption  (i.e., update the 2002-2003 values of 867,185 clients with a usage of 9753 GWh from R-3541-2004)?
Question # 26
Reference:
HQD-13, Document 1, page 23



R-3541-2004, HQD-14, Document 7, pages 9-10, Table R-3.1
a) Please provide a schedule similar to that submitted as Table R-3.1 (HQD-14, Document 7), but updated to reflect HQD’s current cost allocation (i.e., R-3579-2005, HQD-12, Document 2).
b) Please prepare a similar schedule based on the current cost allocation, but which also includes the cost of connections (“Branchement”).

Question # 27
Reference:
HQD-13, Document 1, page 20 and page 23
a) Please provide the supporting data (with sources) to support the statement that the average daily consumption of customers without all electricity heating systems is around 28 kWh/day.
Question # 28
Reference:
HQD-13, Document 1, page 24


R-3541-2004, HQD-1, Document 2, page 16, Table 5
R-3541-2004, HQD-14, Document 7, pages 4-6, Table R-2.1

a) Please update Table 5 from R-3541-2004 to reflect the consumption profile for the most recent year available and the cost allocation results for R-3579-2005.
b) Please provide an updated version of Table R-2.1 from R-3541-2004 (consistent with the response to part (a)).

Question # 29
Reference:
HQD-13, Document 1, page 26

a) Please provide the calculations supporting the 6.83 cents/kWh quoted for the equivalent cost of gas (e.g. what is the cost of gas used in the determination?).
Question # 30
Reference:
HQD-13, Document 1, page 27

a) Please provide a schedule that translates the $4.71 / kW rate proposed for usage over 50 kW into an equivalent kWh charge and explain any assumptions required.

Question # 31
Reference:
HQD-13, Document 1, page 41

R-3541-2004, HQD-14, Document 7, page 13, Tables 4.2.1, 4.2.2 and 4.2.3
a) Please update the response (i.e. Tables 4.2.1, 4.2.2 and 4.2.3) provided to OC Question 4.2 from R-3541-2004 to reflect the most recently available billing data (e.g. 2004-2005).
Question # 32
Reference:
HQD-13, Document 1, page 38


HQD-13, Document 5, page 3
a) Please provide a schedule that for each Residential Rate Class  (D, DM, DH and DT) sets out:

1. The proposed rates for 2006,

2. The forecasted 2006 billing determinants for each component of the rate structure (in part (1)), and 

3. The resulting revenue when each rate structure component is multiplied by the appropriate billing determinant.

Question # 33
Reference:
HQD-12, Document 3, page 6
Preamble:

There are different types of changes to a cost allocation methodology:

1. The need for a change as a result of a new cost element, an example of this is the need to “change” the methodology this year to include the allocation of the amortization of the BT deferral account (which is a new cost element).

2. The need for a change in the allocation methodology as a result of an organizational change which moves activities between costs centres (but where the objective is to continue to treat costs in the same manner).

3. The need for a change in the allocation methodology as a result of an organization change that allows various activities to be allocated more precisely and gives rise to new functions/sub-functions (an example of this is the Conditions of Service unit reflected in the most recent cost allocation).
4. Use of better (and different data) in the allocation methodology without changing the intent or the principles underlying the allocation (examples of this would be i) the continued expansion of the number of years used to estimate MT/BT costs; ii) the ability to directly assign distribution network costs, and iii) use of a three-year average of past experience to calculate the allocation for various customer care activities).
5. A fundamental change in methodology, such as a change in the actual allocation factors used (for example, the change that was made for allocation of working capital).

a) Would the proposal set out in HQD-12, Document 3 (Evaluation of the Impacts of Methodological Changes on Cross Subsidization Level) adjust the Cross Subsidization Index reference marker for all cost allocation changes or only certain types?  


b) If only certain types, list the allocation changes where an adjustment would be made and explain why the adjustment is made to only those types of changes and not all changes.
Question # 34
Reference:
HQD-12, Document 3, page 11

a) Changes in load forecasting methodology (including weather normalization practices) could impact on the cost allocation results.  Does HQD propose to adjust the Cross Subsidization Index reference marker for these changes as well?  If not, why not.

Question # 35
Reference:
HQD-12, Document 3, page 13, Table 2

a) Do the cost allocation methodology changes listed in Table 2 reflect all of the changes implemented since 2002?  If not, what other changes took place and why were they excluded?

Question # 36
Reference:
HQD-12, Document 1, page 10


R-3451-2004, December 8, 2004 Transcript, pages 222-224



R-3451-2004, HQD-12, Document 4, page 15

a) Please provide a copy of Décret 1070-2004.
b) During the oral phase of R-3451-2004 (December 8, 2004), HQD suggested that the Heritage Pool costs set out in Décret 1070-2004 were established using the same methodology as set out in its R-3451-2004 Application (HQD-12, Document 4, page 15) – that is, using the Global Treatment.  Please confirm this.
c) Please confirm that the derivation of the unit cost of the Heritage Pool by customer class in R-3541-2004 was done based on the overall load factor for each customer using total volumes.
Question # 37
Reference:
HQD-12, Document 1, page 9, Table A



HQD-12, Document 2, page 17, Table 11

a) Are the load factors by customer class and for the system overall, as reported in Table A, consistent with the sales and coincident peak data by customer class and for the system overall reported in Table 11?  If not, please explain and provide the data used to calculate the load factors in Table A.
Question # 38
Reference:
HQD-12, Document 1, pages 10 and 11

a) What is the basis for HQD’s contention (page 10, lines 14-17) that the current Décret 759-2005 is based on a the Global Treatment approach?

b) What is the basis for HQD’s contention (page 11, lines 7-9) that the government will always use the Global Treatment approach?

Question # 39
Reference:
HQD-12, Document 1.1, page 11, lines 9-12.

a) Please confirm that the Global Treatment proposed by HQD does not specifically recognize that the Heritage Pool load duration curve and HQD’s total load duration curve are different.

b) Please confirm that, without further adjustment, the Heritage Pool load profiles derived for each customer class using the Global Treatment will not reconcile to the shape of the Heritage Pool, as specified by Décret 1277-2001.  If it is HQD’s contention that the two can be reconciled, please demonstrate how.
Question # 40
Reference:
HQD-12, Document 2, page 15, Table 9



HQD-12, Document 1.1, pages 10-13 and page 16, Table B
a) For the projected 2006 rates, please recalculate Scenario A (from HQD-12, Document 1.1) and redo Table B, but determine the characteristics of the post heritage pool use by customer class as follows:
· Determine the total post-Heritage Pool usage for each hour of the year (PHPh) by comparing the hourly values of the load duration curve for HQD (HQDh) with the hourly values of load duration curve for the Heritage Pool (HPh),

· Identify the total use by customer class in each hour and split this use between Heritage Pool and non-Heritage Pool use based on the relative values of HPh and PHPh.
Then, calculate the cost of each as follows:

· Apply the rates as specified in the Decree 759-2005 to the Heritage Pool quantities,
· Apply the Scenario A methodology to the post-Heritage Pool quantities.
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