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Request R-3579–2005

Responses to Information Request No.1

from Option Consommateurs

RESPONSES BY HYDRO-QUÉBEC DISTRIBUTION

TO INFORMATION REQUEST NO.1

FROM OPTION CONSOMMATEURS

1 REFERENCES: HQD-12, DOCUMENT 2, PAGE 9 (LINE 21) 

HQD-6, DOCUMENT 1, PAGE 1 

HQD-5, DOCUMENT 1, PAGE 3 

Requests: 

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.

Response: 

Table R1A presents the conciliation between the two references mentioned. The $13 M differential reflects the reclassifying of reciprocal transactions between the Distributor’s internal units. This differential has its counterpart in the line item internal invoicing issued, as submitted in the response to question 7.1 from Option Consommateurs in exhibit HQD-11, Document 8, p.10 (R-3492-2002–Phase 2). In the present tariff case, in comparison with the previous, internal invoicing issued falls under the line item Other Revenues (See response 1.b), in order to comply with the treatment recommended by the Régie in paragraphs 5 and 19 of its Submission Guide issued June 30, 2005. 

Table R1A

Conciliation of Delivery Cost

Projected Test Year 2006

	(1)
	(2)
	(3)
	(4)

	Delivery Cost Line Items 
	Exhibit HQD-12, 

Document 2
	Exhibit HQD-6

Document 1
	Difference

	1 Electricity Purchases 
	
	
	

	2 
Electricity Purchases 
	5 194.5 
	5 194.5 
	-

	3 
Transmission Service Purchases

 
	2 313.0 
	2 313.0 
	-

	4 Operating Charges 
	
	
	

	5 
Gross Direct Charges 
	1 053.4 
	1 053.4 
	-

	6 
Shared Service Charges
	3 90.0 
	377.0 
	13.0

	7 
Capitalized Costs 
	(333.6) 
	(333.6) 
	-

	8 
Corporate Expenses 


	36.9 
	36.9 
	-

	9 Other Charges 
	
	
	

	10 
Fuel Purchases 
	58.1 
	58.1 
	-

	11 
Depreciations and Dispositions 
	5 61.2 
	561.2 
	-

	12 
Taxes 


	99.4 
	99.4 
	-

	13 Subtotal 


	9 372.9 
	9 359.9 
	13.0

	14 Other Revenues


	
	
	

	15 Internal Invoicing Issued 


	(65.9) 
	(52.9) 
	(13.0)

	16 Total 
	N/A 
	N/A
	-


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.

Response: 

Table R1B presents the conciliation of the line item Other Revenues between the two references mentioned. The same comment applies as in the response to a). 

Table R1B

Conciliation of Line Item Other Revenues

Projected Test Year 2006

	(1)
	(2)
	(3)
	(4)

	Delivery Cost LIne Items
	Exhibit HQD-12. 

Document 2
	Exhibit HQD-6

Document 1
	Difference

	1 Cost Recovery F 
	(33.1) 
	(33.1) 
	-



	2 Internal Invoicing Issued 
	(65.9) 
	(52.9) 
	(13.0)



	3 Government Reimbursement 

4 Interests Credit 
	(3.6) 
	(3.6) 
	-



	5 External Invoicing Issued
	(54.9) 
	(54.9) 
	-



	6 Subtotal 
	(157.5) 
	(144.5) 
	(13.0)



	7 Delivery Cost 
	
	
	

	8 Shared Service Charges 
	390.0 
	377.0 
	13.0



	9 Total 
	N/A 
	N/A 
	-


2 REFERENCES: 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 

Requests: 

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.

Response: 

Yes. Note that the amount of approximately $150,000 was assigned to Sales and Marketing rather than to Measurement. This has no significant impact. 

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

Response: 

See the response to question 2a) from Option Consommateurs. 

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

Response: 

See the response to question 2a) from Option Consommateurs. 

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.

Response: 

The description of delivery cost classification factors presented in filing R-3541-2004 (HQD-12, Document 4, p. 88 to 99) corresponds to the method used in filing R-3579-2005, except for the components relating to the methodological changes presented on pages 17 to 20 (HQD-12, Document 1) and described in filing R-3579-2005 in exhibit HQD-12, Document 2, Appendix 5, p. 77 and 78. The following table to be added to exhibit HQD-12, Document 2 describes the classification factors in relation to Depreciation. 

	DESCRIPTION OF CLASSIFICATION FACTORS– DELIVERY COST 

	Line Item
	Criteria
	Description of Factor

	Depreciation and Disposition
	Direct allocation
	The amounts relating to this line item for the Distributor’s corporate units including the Electricity Supply Directorate are directly assigned to the Customer Service function Others.1

	Depreciation and 

Disposition

 
	Average work force
	For the VP Network support units, the amounts relating to this line item are distributed according to the average work force of the functions. 

	
	Net fixed assets and intangible assets 
	Amounts for the function Related Network and Autonomous Networks Distribution are then distributed according to net fixed and intangible assets for the rate base for the year in question for the various sub-functions of the function Distribution. 

	Depreciation and 

Disposition 
	Direct allocation 


	For the VP Network operational units, depreciation relating to the fixed assets of the function Distribution of the related network and autonomous networks is directly assigned for operating stations and centres and the other network assets (street lighting) to the functions operating stations and centres and street lighting. For intangible assets, amounts are assigned directly to the function related network and the function autonomous networks. 

	
	Net fixed assets and intangible assets 
	For the function Distribution of the related network and the autonomous networks, depreciation for the fixed assets of overhead lines, underground lines and support assets is distributed according to the net fixed assets of each of the corresponding categories making up the rate base for the year in question for the various sub-functions of the function Distribution. For the intangible assets of the function Distribution for the related network, the amounts are distributed according to the net value of the intangible assets of the rate base for the year in question for the different sub-functions of the function Distribution. For the intangible assets of the autonomous networks, the amounts are distributed according to the net value of the intangible assets of the rate base for the year in question for production, transmission, customer service and the various sub-functions of the function Distribution.

	Depreciation and 

Disposition 
	Salary costs and 

Use of services 
	For the VP Sales and Customer Service support units, the amounts relating to this line item are distributed among functions according to salary costs or the use of services.

	Depreciation and 

Disposition 
	Direct allocation 


	For the VP Sales and Customer Service operational units, the amounts relating to this line item are directly assigned to functions. Amortization of deferred PGÉE expenses, the commercial programs and tariff BT are also directly assigned to the function Sales and Marketing. 

	Depreciation and 

Disposition
	Direct allocation
	For the Sales - Corporate Clients Main Directorate, the amounts relating to this line item are assigned directly to the Sales - Corporate Clients Main Directorate of the function Sales and Marketing.


1 The total delivery cost for the corporate units excluding the Electricity Supply Directorate is assigned to the various functions under  the line item Allocations. 
.

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

Response: 

See the response to question 2 d) from Option Consommateurs. 

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.

Response: 

See the response to question 2 d) from Option Consommateurs. 

3 REFERENCES: 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 

Requests: 

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”.

Response: 

Table R3 presents the allocation of line items relating to depreciation by function. Note that allocation of depreciation is different from that presented on line 15 of table 3 and line 13 of table 31 of exhibit HQD-12, Document 2, page 9. The variance is due to an inappropriate reference in the cost allocation model with regard to the allocation of intangible assets. The impact by customer class represents a cost of about $140,000 with respect to tariffs D and DM, offset against tariff M. That adjustment has no impact on of cross-subsidization indices and will nevertheless be taken into account for their follow-up. 

Table R3 

Depreciation Category by Function 

Projected Test Year 2006 
[image: image1.emf]
 Table R3 (continued) 

Depreciation Category by Function 

Projected Test Year 2006 
[image: image2.emf]
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.

Response: 

See responses to questions 3 a) and 2 d) from Option Consommateurs. 

4 REFERENCES: HQD-12, DOCUMENT 1, PAGES 17-18 AND PAGE 21, TABLE B 

HQD-7, DOCUMENT 2, PAGES 4 & 7 

Requests: 

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.

Response: 

The table on page 4 of exhibit HQD-7, Document 2, would be identical except for the value of the last line, last column. The amount of $5,194.5 M would be decreased by $15.3 M to $5,179.2 M. 

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).

Response: 

See the response to question 23.1 from the Régie de l'énergie in exhibit HQD-14, Document 1. 

5 REFERENCES: HQD-12, DOCUMENT 1, PAGE 18 

HQD-12, DOCUMENT 2, PAGE 9, LINE 15 

HQD-12, DOCUMENT 2, APPENDIX 1 & 2 

R-3541-2004, HQD-12, DOCUMENT 4, PAGE 101; 

APPENDIX 1 AND APPENDIX 2 

HQD-9, DOCUMENT 1, PAGE 5 

Requests: 

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.

Response: 

Yes. See the response to question 2 d) from Option Consommateurs. 

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. 

Response: 

In filing R-3541-2004, the depreciation amounts for distribution stations, overhead lines and underground lines were not available. For the Distribution sub-function, the amounts were assigned according to the total value of the net fixed and intangible assets of the different sub-functions, corresponding to the total value of the assets of the rate base for the Distribution sub-functions in lines 9 and 13 (HQD-12, Document 4, table 2, p. 8).

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.

Response: 

See the response to question 5 b) from Option Consommateurs. 

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.

Response: 

The net value of the sub-functions average voltage, low voltage and connections was determined in filing R-3541-2004 using the data presented in the document HQD-12, Document 4, Appendix 1 and 2. The description of the rate base classification factors relating to overhead and underground distribution lines shows the method for determining the net value of the sub-functions average voltage, low voltage and connections (See R-3541-2004, HQD-12, Document 4, Appendix 5, p.73). 

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.

Response: 

See also the response to question 2 d) from Option Consommateurs. Graph R5D presents the schematic on depreciation to be added to exhibit HQD-12, Document 2. 

Schematic on Delivery Cost 
[image: image3.emf]
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.

Response: 

Yes. See response to questions 2 a) and 5 c) 2 from Option Consommateurs. 

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.

Response: 

The Distributor directly assigns the data on net value and the depreciation of fixed assets for operating stations and centres, overhead lines, underground distribution lines, the other network assets and support assets. With respect to the assignment of amounts to the various sub-functions of the function Distribution, the methodology used is presented for the net value of the fixed assets in the description of the rate base classification factors (R-3541-2004, HQD-12, Document 4, p. 72 to 75) and for depreciation in the response to question 2 d) from Option Consommateurs. For the net value of the rate base intangible assets, the net value is also assigned directly to the various sub-functions, except for the assignment of the amounts for the various Distribution sub-functions for which the description is presented for the net value of intangible assets in the description of the rate base classification factors (R-3541-2004, HQD-12, Document 4, p. 75). For depreciation, see the response to question 2 d) from Option Consommateurs. 

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. 

Response: 

Table R5G presents the difference between the method proposed by the Distributor and the suggested scenario. 

Table R5G 

Depreciation Category by Function 

Projected Test Year 2006 
[image: image4.emf]
1HQD-12, Document 2, page 9, line 15, columns 4 to 9. 
2Allocation of depreciation charges according to net value of fixed assets including intangible assets. 
6 REFERENCES: HQD-12, DOCUMENT 1, PAGES 18-19 

HQD-12, DOCUMENT 2, PAGE 16, TABLE 10 

Requests: 

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).

Response: 

The following allocation factors are modified by the taking into account of vacant buildings: number of average voltage subscribers (FR4), number of low voltage subscribers (FR5), weighted connections - rate base (FR6), weighted connections– delivery cost (FR7), management of weighted subscribers - rate base (FR8), management of weighted subscribers– delivery cost (FR9), weighted measurement (FR10), weighted sales and subscribers– rate base (FR11), weighted sales and subscribers– delivery cost (FR12), other–weighted factors– rate base (FR13), other–weighted factors– delivery cost (FR14). 

b) For those allowance factors that were impacted please prepare a schedule indicating how the allowance for vacant building impacted on each factor. 

Response: 

The following table presents the allocation factors before vacant buildings are taken into account. 

TABLE R6B 

Allocation Factors Without Vacant Buildings

Projected Test Year 2006 
[image: image5.emf]
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.

Response: 

The number of subscribers differs from the number of connections, since one connection may serve several subscribers. In filing R-3579-2005, the number of subscribers takes into account subscribers with vacant buildings and the same is true for connections with vacant buildings. 

The Distributor has already presented in a response to a question from the ACEF in relation to filing R-3541-2004, the reasons for using the number of subscribers with a multiplier (See HQD-14, Document 2, p. 33-34, response 40 b). 

The number of 8,950 subscribers with multiplier corresponds to the number of subscribers taking into consideration the number of dwellings relating to each subscriber, compared to the number of 8,730 subscribers that is determined without considering the number of dwelling units. The connections installed by the Distributor make it possible to serve all types of dwellings, whether vacant or not, so that the allocation method must take into account the number of connections for vacant buildings. 

7 REFERENCES: HQD-12, DOCUMENT 1, PAGE 19 

HQD-12, DOCUMENT 2, TABLES 39, 41 AND 42 

Requests: 

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

Response: 

This method was not used. 

2. The average cost per unit for each type of asset over the 6 years (i.e., total spending divided by total units purchased)?

Response: 

This is the method used. More specifically, the calculation of the average cost of equipment was determined in two phases. In the first phase, the value of equipment for each year for the period 1999-2004 is determined by considering the unit cost of every type of equipment multiplied by the quantity of equipment installed for that year. The total disbursements for the period 1999-2004 is then divided by the total number of units installed to obtain the unit cost for the period 1999-2004. 

b) Were the costs for each year adjusted for inflation prior to determining the average as per (1) or (2)?

Response: 

Inflation has not been considered and the data are shown as they would appear in the depreciation book, that is, in current dollars. This method reflects decision D-2004-47, in which the Régie asked the Distributor to preserve the historic data in order to establish the apportionment between average and low voltage (D-2004-47, p.113) 

c) If the average cost of poles and wires was determined in some other manner than those considered in a) and b), please explain.

Response: 

See the responses to questions 7a) and 7b) from Option Consommateurs. 

8 REFERENCES: HQD-12, DOCUMENT 1, PAGE 19 

HQD-12, DOCUMENT 2, PAGE 32 & 34 

R-3541-2004, HQD-12, DOCUMENT 4, PAGES 35-36 

Requests: 

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.

Response: 

In HQD-12 document, Document 2, table 3, page 9, the, organizational changes affect the line item “Direct Gross Charges” (line 4), the line item “Imputations and Disbursements” (line 11) and the line item “Corporate Charges” (line 13).

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?

Response: 

In filing R-3541-2004, the activity " Conditions of Service " was not specifically identified and was found under the Customer Service “Marketing” sub-function of the Sales and Marketing function (for rate base, see HQD-12, Document 4, p. 33, table 24 A, column 14; for delivery cost, see HQD-12, Document 4, p. 35, table 25 A, column 5). 

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”.

Response: 

The Customer Service – Marketing Other function brings together the activities of designing and marketing commercial programs for customers other than corporate clients, as well as support and supervision for sales in the regions. 

The Sales function brings together commercial activities in the regions. It includes sales and after-sales service activities. These take place in the regions and their purpose is to forge business links with business customers and play an advisory role with respect to the use of electricity. 

The Corporate Clients function provides equivalent services but for corporate clients only. 

9 REFERENCES: HQD-7, DOCUMENT 2, PAGE 14 

Requests: 

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).

Response: 

See response 8.b.1 to the ACEF in exhibit HQD-14, document 2. 

10 REFERENCES: HQD-3, DOCUMENT 1, PAGES 12-13 

Requests: 

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.

Response: 

Benchmarking is one of the tools that provides food for thought on how we can improve our efficiency (Technical Meeting No 1, acetates 5 and 6). At times, a number of sources or analyses lead towards the same findings and culminate in improvement efforts. For this purpose, efforts related to current management are instituted daily by Division managers. These contribute to the performance observed through the efficiency indicators presented in exhibit HQD-3, Document 1. Thus, there is no systematic follow-up in the preparation of budgets and action priorities from the improvement sources (internal benchmarking, the Distributor with itself, or external benchmarking as that done by PA Consulting or others.) 

The improvement methods resulting from the benchmarking exercises are sometimes very constructive and require significant changes to how work is organized. Certain involve the introduction of large-scale computer systems and will be achieved in the Distributor’s new business environment. These methods could already be identified when the decision was made to proceed with developing a system. The benchmarking reinforces an orientation in certain cases. 

Several improvement methods are presently under study by the Distributor, in particular with respect to meter reading, credit and recovery management, the call centre, and certain activities relating to the management of the Distribution network. The proposed actions will be the subject of detailed business plans showing anticipated costs and earnings.  Depending on the scope of these projects, some will be the subject of distinct filings at the Régie. 

11 REFERENCES: 

HQD-3, DOCUMENT 1, PAGE 18 

Requests: 

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

Response: 

The results presented in exhibit HQD-3, Document 1, page 18, have not led to specific actions other than those already anticipated. 

12 REFERENCES: 

HQD-3, DOCUMENT 1, PAGES 19-21 

Requests: 

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.

Response: 

Cost drivers per network kilometre are applicable for activities related to the distribution network in as much as kilometres in the aerial network can be distinguished from those in the underground network, which present very different costs and which are taken into account in analysing costumer density on the territory (rural environment vs. urban environment). 

Costs per network kilometre cannot reflect customer service activities, which are, in the Distributor’s opinion, more conditioned by the number of subscribers than by the length of the network. 

13 REFERENCES: 

HQD-3, DOCUMENT 1 

Requests: 

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)?

Response: 

The Distributor was not aware of this study and did not take part. 

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.

Response: 

N/A. 

14 REFERENCES: 

HQD-4, DOCUMENT 2, PAGES 4-5 

Requests: 

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.

Response: 

The difference is essentially due to the fact that the increase did not apply to the special contracts. If the 1.2% increase were applied to special contract revenues, estimated at $515 M, the total for the column “1.2% Increase on January 1” would have been $6 M higher. 

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 Table 1, is due to rounding. If not, please explain.

Response: 

See response 14 a) from Option Consommateurs. 

15 REFERENCES: HQD-4, DOCUMENT 3, PAGE 10 

Requests: 

a) Please explain more fully the concern raised in the last bullet (lines 7-10) regarding the application of the alternative option.

Response: 

Considering the time required to integrate information on the pass-on account to June 30 and its impacts on the whole tariff filing, the submission of the filing by a date that makes it possible to meet the eight-month deadline required by the Régie in order to process the whole tariff application would be at risk. 

16 REFERENCES: HQD-4, DOCUMENT 3, PAGES 12-16 

Requests: 

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).

Response: 

The volume of unused Heritage Pool electricity to date for 2005 is 253 GWh, as mentioned in exhibit HQD-7, Document 2. Line 1, page 13 of exhibit HQD-4, Document 3, should therefore read: “… volume is estimated at 253 GWh for the first 6 months ….” 
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.

Response: 

As mentioned on page 6 of exhibit HQD-4, Document 3, and in accordance with decision D-2005-34 (R-3541-2004), the Régie requires that the Distributor calculate the information on variances proposed in the evidence on a monthly basis, and prioritize the use of cost and revenue by tariff category. The choice of option 1 as variance integration method would not therefore remove the Distributor’s obligation to calculate the variances on a monthly basis. 

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

Response: 

The Distributor points out that the calculation of variances on a monthly basis makes it possible to monitor the portion of customer classes in the total volume of consumption, a portion that varies monthly, as well as the different weighting of post-Heritage Pool purchases relative to total electricity purchases for each month. Monthly calculation by customer class does not therefore give the same result as calculation on an annual basis. 

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

Response: 

Table 53 in exhibit HQD-12, Document 2, presents monthly and annual energy by customer class for the projected test year 2006. Table 54 presents the adjustments to be made with respect to determining electricity purchases. 

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.

Response: 

The modalities presented concerning the calculation of variances by customer class on a monthly basis conforms to the global treatment of the allocation of supply costs proposed by the Distributor in exhibit HQD-12, Document 1. On the one hand, the anticipated unit costs of Heritage Pool electricity for 2005 are those approved by the Régie in its decision D-2005-34, of filing R-3541-2004. These supply costs by customer class have been established according to global treatment. On the other hand, monthly post-Heritage Pool electricity consumption volumes, on a projected and real basis, are distributed among the customer classes in proportion to overall consumption for the month. Similarly, for each month, the real cost in $M of post-Heritage Pool purchases is distributed among the customer classes on the basis of real Heritage Pool purchases in $M. 

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.

Response: 

If the Régie were to adopt a supply cost allocation method different from that proposed by the Distributor, the modalities of variance calculation by customer class and per month would have to be reviewed in order to ensure consistency. This would not apply for the 2005 pass-on, since the global treatment was approved by the Régie for 2005 in its decision D-2005-34. 

17 REFERENCES: HQD-4, DOCUMENT 3, PAGES 16-17 

Requests: 

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.

Response: 

The cost recovery timeframe is not two years. The document refers rather to the disposal of the account balance after the second financial year following the test year for which costs were posted in the account. As mentioned in section 6 of the exhibit, the modalities of disposal of the account have not yet been established. It is therefore erroneous to claim that costs will be recovered within a two-year timeframe. 

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

Response: 

The Distributor’s proposal is to integrate the net variance into the transfer of post-Heritage Pool buying expenses calculated by customer class in the service cost of each category, beginning in the second following financial year. 

18 REFERENCES: HQD-4, DOCUMENT 4, PAGE 7 (LINES 5-8) 

Requests: 

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? 

Response: 

See responses 15.1, 17.1, 17.2 and 19.2 by AQCIE/CIFQ in exhibit HQD-14, Document 3. 

19 REFERENCES: HQD-4, DOCUMENT 4, PAGE 12 

Requests: 

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

Response: 

See the response to question 11.1 from the Régie in exhibit HQD-1, Document 1. 

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

Response: 

The factors have not been updated over the last few years. 

c. How will the factors be updated? 

Response: 

For the time being, the Distributor has no plans to update these factors. 

20 REFERENCES: HQD-4, DOCUMENT 4, PAGE 9 

Requests: 

a. Please provide details regarding the Newfoundland Power weather normalization account. In particular, please confirm that the normalization includes transmission and distribution revenues, as well as generation-related revenues.

Response: 

The Distributor confirms this. Newfoundland Power’s weather normalization reserve combines the impact of the temperature on customer revenues (Degree day normalization reserve) and the impact of precipitation on the cost of supplies mainly for Newfoundland & Labrador Hydro (Hydro production equalization reserve). This configuration could not however apply to the Distributor since it has no production assets, other than the autonomous networks. Furthermore, the pass-on account on the post-Heritage Pool supplies already takes into account the impact of economic and climate variations on supply costs. 

21 REFERENCES: HQD-4, DOCUMENT 4, PAGE 14-15 

Requests: 

a) Please confirm that the effects of weather on customers’ energy use will not be the same as the effects on customers’ billing requests (i.e., weather variations that lead to 5% higher energy use (kWh) do not necessarily produce 5% higher billing requests (kW)).

Response: 

No analysis distinguishing the impact of climate variance on power needs and energy needs by customer category has been carried out by the Distributor. Logically, a 5% increase in energy demand should not necessarily lead to a 5% variation in power needs. The Distributor points out however than it must meet customers’ (energy) demand at all times. 

b) Does the analysis undertaken by HQD to determine the revenue stabilization 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?

Response: 

See the response to question 21 a) above. 

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.

Response: 

The following table details the impact of climate over the past 16 years by rate class. 

TABLE R.21 

Climate Impact by Customer Class for the Period 1989-2004 (in GWh) 

[image: image6.emf]
22 REFERENCES: 

HQD-4, DOCUMENT 4, PAGE 24-25 

Requests: 

a) Please clarify whether interest charges applicable to the revenue stabilization 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. 

Response: 

Variances will bear interest on a monthly basis for up to 18 months until they are included in the rate base (assuming submission of the tariff filing at mid-year). They will appear in the rate base beginning in the second following financial year, from which time they will impact on the Distributor’s required income. 

23 REFERENCES: 

HQD-4, DOCUMENT 5, PAGE 9 

Requests: 

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.).

Response: 

See the response to question 13 from the Régie de l'énergie in exhibit HQD-14, Document 1. 

24 REFERENCES: 

HQD-4, DOCUMENT 5, PAGES 5-7 AND PAGE 11 

Requests: 

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.

Response: 

See the response to question 14 of the Régie de l'énergie in exhibit HQD-14, Document 1. 

25 REFERENCES: HQD-13, DOCUMENT 1, PAGE 19 

R-3541-2004, HQD-14, DOCUMENT 7, PAGE 11 

Requests: 

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?

Response: 

For the period 2004-2005, there are 1,850,995 residential customers (including the DM multiplier) with all electric heating and no capacity invoice. 

For the period 2004-2005, there are 884,073 residential customers (including the DM multiplier) without all electric 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)?

Response: 

For the sample from the period 2004-2005, there are 783,531 residential customers without electric heating and no capacity invoice with a consumption of 8,330 GWh. Average daily consumption is 29.1 kWh. 

26 REFERENCES: HQD-13, DOCUMENT 1, PAGE 23 

R-3541-2004, HQD-14, DOCUMENT 7, PAGES 9-10, TABLE R-3.1 

Requests: 

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).

Response: 

	Information Request from Option Consommateur
	R-3579-2005


Year 2006 
References

	Required Revenue 

Customer Service (M $) 

Measurement (M $) 
Total 
	
384.9 
(1)


81.1 
(2)


466.0

	Number of subscribers 
	
3 384 520
 (3)

	Required Revenue 

(¢/Subscriber/Day)
	
37.73


References: Request R-3579-2005 - Exhibit HQD-12, Document 2 

(1) Table 7, page 13, col. 16, less col. 13, line 5 + Table 33, page 45, col. 12, line 9, + [(Table 6, page 12, col. 14, less col. 11, line 5 + Table 33, page 45, col. 12, line 2) X Table 1, page 7, col. 3, line 20] 

(2) Table 7, page 13, col. 13, line 5 + (Table 6, page 12, col. 11, line 5 X Table 1, page 7, col. 3, line 20) 

(3) Table 11, page 17, col. 6, line 6 + line 21 
b) Please prepare a similar schedule based on the current cost allocation, but which also includes the cost of connections (“Branchement”).

Response: 

	Information Request from Option Consommateur
	R-3579-2005


Year 2006 
References

	Required Revenue

Customer Service (M $) 

Measurement (M $) 
Connection (M $) 
Total 
	
384.9 
(1)


81.1 
(2)


54.4 
(4)


520.4

	Number of subscribers 
	
3 384 520 
(3)

	Required Revenue

(¢/Subscriber/Day)
	
42.13


References: Request R-3579-2005 - Exhibit HQD-12, Document 2 

(1) Table 7, page 13, col. 16, less col. 13, line 5 + Table 33, page 45, col. 12, line 9 + [(Table 6, page 12, col. 14, less col. 11, line 5 + Table 33, page 45, col. 12, line 2) X Table 1, page 7, col. 3, line 20] 

(2) Table 7, page 13, col. 13, line 5 + (Table 6, page 12, col. 11, line 5 X Table 1, page 7, col. 3, line 20) 

(3) Table 11, page 17, col. 6, line 6 + line 21 

(4) Table 7, page 13, col. 9, line 5 + Table 33, page 45, col. 9, line 9 + [(Table 6, page 12, col. 7, line 5 + Table 33, page 45, col. 9, line 2) X Table 1, page 7, col. 3 

27 REFERENCES: HQD-13, DOCUMENT 1, PAGE 20 AND PAGE 23 
Requests: 

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.

Response: 

See the response to question 25 b). 

In addition, for residential clients, the 2003 data demonstrate that the average annual consumption for all uses other than electrical heating is 27 kWh/day. 

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 

Requests: 

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.

Response: 

The following tables were produced using the same methodology as that used in R-3541-2004, HQD-14, Document 7, pages 4-6. 

	Information Request from Option Consommateur
	R-3579-2005

	Revenues Required - Tariff D and DM
	Year 2006


($M) 
References

	a Supply 
b Transmission 
Distribution 

c - Average voltage network
d - Low voltage network
	
1 985.8 
(1)


1 161.1
(2)


432.4 
(3)


181.5 
(4)


References: 

(1) HQD-12, DOC. 2, Table 7, page 13, col. 2, line 2 

(2) HQD-12, DOC. 2, Table 7, page 13, col. 3, line 2 

(3) HQD-12, DOC. 2, Table 7, page 13, col. 4 + 5, line 2 + (HQD-12, Doc. 2, Table 6, page 12  col. 2 + 3, line 2 X HQD-12S, Doc. 2, Table 1, page 7, col. 3, line 20) 

(4) HQD-12, DOC. 2, Table 7, page 13, col. 7, line 2 + (HQD-12, Doc. 2, Table 6, page 12, col. 5, line 2 X HQD-12S, Doc. 2, Table 1, page 7, col. 3, line 20) 

	Information Request from Option Consommateur
	R-3579-2005

	Required Unit Revenues Applicable to Consumption Profile Determinants 
	Year 2006

References

	Determinants making it possible to adapt required revenue to consumption characteristics 

Contribution of tariff D and DM customers at the average peak of the 300 hours 

	e - Average voltage customers - Sales Level (MW) 
f - Low voltage customers - Sales Level (MW) 

Required Unit Revenue 

Supply 

- Power and energy (¢/kWh) 
- Power ($/kW) 
- Energy (¢/kWh) 
Transmission 

- Transmission costs - Sales Level ($/kW) 

Distribution Network 

g - Costs of MT network - Sales Level ($/kW) 
h - Costs of BT network - Sales Level ($/kW) 
Total 
	
13 550 
(5)


13 535 
(6)


3.53 
(7)


59.41 
(8)


2.10 
(8)


85.69 
b/e


3 1.91 
c/e


1 3.41 
d/f


45.32 
g+h




References: 

(5) HQD-12, DOC. 2, table 53, page 74, col. 5, line 2 and adjustment of losses to obtain the equivalent to sales level. 

(6) HQD-12, DOC. 2, table 53, page 74, col. 5, line 2 and adjustment of losses and sales to obtain the equivalent to the low voltage sales level. 

(7) HQD-12, DOC. 2, table 9, page 15, col. 8, line 2 

(8) Calculations based on the formula used to determine supply costs by customer class. 

	Year 2002
	kWh
	Average kW During

300 Peak Hours
	Use Factor

	1st band 
2nd band 
	8 536

7 392
	1.49

2.32
	65.4%

36.4%

	Total 
	15 928
	3.81
	47.7%


	Allocation of Required Revenue (¢/kWh)

Year 2006
	R-3579-2005
	Total

	
	Supply
	Transmission
	Distribution
	

	Uniform Supply Costs
	
	
	
	

	1st band 

2nd band 
	3.53 

3.53 
	1.50 

2.69 
	0.79 

1.42 
	5.82

7.64

	Total 

Ratio 2nd band / 1st band 
	3.53 
	2.05 
	1.08 
	6.67

31%

	Differentiated Supply Costs
	
	
	
	

	1st band 

2nd band 
	3.14 

3.96 
	1.50 

2.69 
	0.79 

1.42 
	5.42

8.08

	Total 

Ratio 2nd band / 1st band 
	3.52 
	2.05 
	1.08 
	6.66

49%


b) Please provide an updated version of Table R-2.1 from R-3541-2004 (consistent with the response to part (a)). 

Response: 

See the response to question 28 a). 

29 REFERENCES: HQD-13, DOCUMENT 1, PAGE 26 

Requests: 

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?).

Response: 

The cost in kWh-equivalent of heating with natural gas is calculated as follows (See also the responses to questions 24.1 and 24.2 from the Régie, in exhibit HQD-14, Document 1, pages 48 and 49): 

- Cost of gas used: 57.516¢/m3 
- Caloric values: 37.89 MJ/m3 for gas and 3.6 MJ/kWh for electricity 

- Efficiency rate: 80% for gas and 100% for electricity 

(57.516 x 3.6 x 1) = 6,83¢/KWh
(37.89 x 0.8)

30 REFERENCES: HQD-13, DOCUMENT 1, PAGE 27 

Requests: 

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.

Response: 

The power bonus of $4.71/kW results in a price of the order of 0.5¢/kWh using the hypotheses described in the response to question 5.2 of R-3541-2004, HQD-14, Document 7. 

$4.71/kW x 121 winter days = 0.46¢/kWh
8760 hours x 47% x 30 days

31 REFERENCES: 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 

Requests: 

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).

Response: 

Period from May 1, 2004 to April 30, 2005 

[image: image7.emf]
[image: image8.emf]
32 REFERENCES: HQD-13, DOCUMENT 1, PAGE 38 

HQD-13, DOCUMENT 5, PAGE 3 

Requests: 

a) Please provide a schedule that for each Residential Rate Class (D, DM, DH and DT) sets out:

1. The proposed rates for 2006

Response: 

Refer to exhibit HQD-13, Document 3. 

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

Response: 

See the response to question 1 a) from Industrial Economics Incorporated on behalf of AQCIE/CIFQ in exhibit HQD-14, Document 3, page 40. 

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

Response: 

See the response to question 32.a.2 above. 

33 REFERENCES: HQD-12, DOCUMENT 3, PAGE 6 

Preamble: 

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

Requests: 

1. The need for a change as a result of a new cost component, 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 component).

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?

Response: 

In its decision D-2004-47, the Régie asked the Distributor to clearly identify any new change in methodology. Since then, the Distributor has identified them in exhibits HQD-12S, Document 1, in request R-3541-2004 and HQD-12, Document 1, of the present request (R-3579-2004), in particular distinguishing new components from other changes and calculating the impact of modifications only on cost allocation, the remaining variance in relation to previous years being exclusively impacts associated with updating basic data. 

Note that the method of allocating costs relating to amortization of the tariff BT deferral account will be set out for the first time in the present filing. The impact in relation to the previous year would not therefore be considered as a change in method. 

The example of the deferral account constitutes a new component in the allocation method that in coming years will contribute to changing cost allocation and possibly cross-subsidization indices. 

The Methods effect corresponds to the methodological changes whose impact is assessed every year. If, on the other hand, the Régie considers that all new components must be considered modifications of methods, then, for the purpose of monitoring the reference cross-subsidization indices, the last year would have to be recalculated with the 2002 method, including the new components in the methodological effects and each of the methodological changes of past years recalculated with the new volumes, costs and prices for the current year (See also the response to question 22.b.1 from ACEF of Quebec). 

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.

Response: 

See the response to question 33.a) above. 

34 REFERENCES: HQD-12, DOCUMENT 3, PAGE 11 

Requests: 

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.

Response: 

No. As mentioned in the response to question 33.a), the changes included in the assessment of the reference benchmark deal only with changes made to the allocation method. The methodology relating to components used as basic data for cost allocation does not constitute a methodological change. The methodological change made in 2002 is due to the fact that data were not purged of the effects of weather on supply. 

35 REFERENCES: HQD-12, DOCUMENT 3, PAGE 13, TABLE 2 

Requests: 

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?

Response: 

The methodological changes listed in Table 2 include all changes made to the allocation method since 2002. 

36 REFERENCES: 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 

Requests: 

a) Please provide a copy of Décret 1070-2004. 

Response: 

See exhibit HQD-14, Document 6, Appendix 1.
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.

Response: 

We confirm that in case R-3541-2004, in virtue of the Distributor’s global treatment proposal, the Heritage Pool electricity supply costs presented in Table B of HQD-12, Document 1 and Table 9a of HQD-12, Document 4 (page 15) are exactly the same as those in Decree 1070-2004. The same is true for the present case and Decree 759-2005.

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.

Response: 

See the response to question 36B. 

37 REFERENCES: HQD-12, DOCUMENT 1, PAGE 9, TABLE A 

HQD-12, DOCUMENT 2, PAGE 17, TABLE 11 

Requests: 

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.

Response: 

The data used to calculate use factors presented in Table A of HQD-12, Document 1, are provided in Table 53 of HQD-12, Document 2. These use factors, based on the network’s heaviest 300 hours, are calculated from the same basic data as was used to determine all the consumption characteristics presented in Table 11 of HQD-12, Document 2. 

38 REFERENCES: HQD-12, DOCUMENT 1, PAGES 10 AND 11 

Requests: 

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

Response: 

The Distributor provided the government with the data it needed to set by decree the cost of Heritage Pool electricity in compliance with the Act respecting the Régie de l'énergie. 

Furthermore, considering that a complete and rigorous allocation is being made of the cost of Heritage Pool electricity by establishing consumption characteristics, that is, use factors and loss rates, there cannot be two different volume scenarios that would give identical results, as has been demonstrated in the evidence for the present filing (HQD-12, Document 1, pages 10 and 11) as well as in the technical committee. The consumption characteristics are directly linked to the volumes of each customer class and the Heritage Pool consumption volumes of the customer classes are exactly the same in decree 759-2005 and in the Distributor’s tables (HQD-12, Document 1, Table A and HQD-12, Document 2, Table 9). See also the response to question 72.1 from the Consumers Union in exhibit HQD-14, Document 11.

To avoid any confusion or misunderstanding, the government has, contrary to the previous year’s decree, given the consumption volumes that were used to establish supply costs by customer class, which makes it possible to deduce without hesitation that these data are based effectively on global treatment.

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

Response: 

The Distributor cannot make assumptions regarding the government’s future intentions. As for its present intention, decree 759-2005 that determines the cost of supplying Heritage Pool electricity by customer class for 2006 was adopted on August 17, 2005. This decree follows decree 1070-2004, adopted November 16, 2004, determining the cost of supplying Heritage Pool electricity by category for 2005. As the Distributor has demonstrated (See response 36a), the method used by the government in these two decrees has the distinctive feature of considering a volume of consumption of Heritage Pool electricity by customer class, proportional to the total volume of consumption in 2005 and 2006 respectively. If the government's intention were to opt for a marginal treatment it would not need to issue a decree for 2006, the supply costs by customer class and implied volumes in decree 1070-2004 would be considered fixed for the coming years. 

Another possibility would have been for the government to adopt the Régie’s decision D-2005-34 asking the Distributor to establish the cost of supplying Heritage Pool electricity by customer class by approximating as closely as possible the power curve classified in decree 1277-2001, which the government did not do. What it did do, on the other hand, was to provide consumption volumes by customer class that make it possible to produce a complete and exact allocation of Heritage Pool electricity according to global treatment. 

39 REFERENCES: HQD-12, DOCUMENT 1.1, PAGE 11, LINES 9-12. 

Requests: 

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.

Response: 

As the Distributor mentions on page 11 (lines 14 to 27) and page 12 (lines 1 to 4) of exhibit HQD-12, Document 1.1, the Heritage Pool curve in decree 1277-2001 and the Distributor’s total curve for 2006 are not identical. In a first phase, the Heritage Pool curve in decree 1277-2001 is a forecast established in 2001 of power classified at the Production level, without specifying customer classes, for a 2005/2006 horizon. In a second phase, the Distributor’s total curve for 2006 is a chronological curve detailed by customer class, on the basis of a measurement program that establishes consumption profiles taking into account the growth in total sales in the customer classes. In this sense, the consumption characteristics (use factors and loss rates) of these two curves 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.

Response: 

Once the Heritage Pool consumption volume is reached, the government is responsible for determining the cost of Heritage Pool electricity by customer class. In global treatment, the two curves in question do not need to be reconciled. On the other hand, in an alternative treatment, the Régie asked the Distributor, in its D-2005-34 decision, to approximate as closely as possible the consumption of decree 1277-2001 by customer class based on the classified power curve of. Since the curve in decree 1277-2001 and the Heritage Pool curve established on the basis of the Distributor’s total characteristics are not identical (See previous response), adjustments are necessary in order to continue on to phase 1 of alternative treatment A, that is, to determine the characteristics of Heritage Pool electricity by customer class in accordance with decree 1277-2001. One adjustment proposal among others is described on page 12 of exhibit HQD-12, Document 1.1. 

40 REFERENCES: HQD-12, DOCUMENT 2, PAGE 15, TABLE 9 

HQD-12, DOCUMENT 1.1, PAGES 10-13 AND PAGE 16, TABLE B

Requests: 

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. 

Response: 

In Table R-40A, the Distributor presents the results of the scenario as requested by Option Consommateurs: 

Table R-40A 

Supply Costs and Consumption Characteristics of Heritage Pool and Post-Heritage Pool Electricity by Customer Class for the Projected Test Year 2006 

Option Consommateurs Simulation
[image: image9.emf]
The Distributor would like to point out certain concerns with respect to this scenario. In a first phase, the scenario proposed by Option Consommateurs does not allow us to make a rigorous and complete allocation of the post-Heritage Pool supply costs of 9.47¢/kWh (HQD-12, Document 2, table 9). Alternative treatment A presented by the Distributor does a chronological exercise to determine post-Heritage Pool volumes, which then allows it to apply a weighted hourly unit cost that corresponds to each of the hourly volumes in question. Contrary to alternative treatment A, the Option Consommateurs scenario does not take into account the supply strategy consisting in making a hourly classification of the “bars” of the curve in decree 1277-2001, as described in phase 2 of scenario A (page 15, HQD 12, Document 1.2). The result is hourly variations in post-Heritage Pool volumes that no longer correspond to those used to establish the weighted unit costs. 

In a second phase, Option Consommateurs asks the Distributor to apply the Heritage Pool supply costs approved in decree 759-2005. This hypothesis presupposes that the characteristics of the customer classes with OC’s Heritage Pool curve would be identical to those with the global treatment. However, the use factors that ensue from the methodology proposed by OC is incompatible with those from global treatment or with those from the Distributor’s treatment alternative A, which makes it impossible to reconcile Heritage Pool supply costs with those in decree 759-2005. 
Original: 2005-11-03 
HQD-14, Document 6 
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