	
	



Réponses à la demande de renseignements n° 1

d’Hydro-Québec Distribution à Option consommateurs

Relatives à la demande R-3579-2005
1. Référence :
C-8-15, Evidence of William Harper , page 11

Extrait : «(…) the Global Treatment is consistent with regulatory practices and principles and in particular the view that there are no seniority rights (or conversely that all consumption in new consumption). »

«However, with respect to the second step the answer is not as definitive : While Décret 759-2005 implicitly defines the post-Heritage Pool volumes by customer class it does not impose (either explicitly or implicitly) a particular method for the allocation of post-Heritage Pool supply costs to customer classes as HQD appears to suggest.»

Demande de renseignements 1.1 :

Connaissez-vous des organismes de réglementation qui appliquent la règle du «premier arrivé premier servi» en matière de répartition de coûts? Le cas échéant, veuillez préciser le contexte et donner les références appropriées.

Réponse :

No, Mr. Harper is not aware of any regulatory bodies who currently apply the “first come, first served” rule with respect to cost allocation.  However, British Columbia’s 2002 Energy Policy Document (Strategic Considerations for a New British Columbia Energy Policy) included the introduction of stepped (i.e., inverted) rates for industrial customers.  Subsequently, in its October 2003 Report
, the BCUC provided direction to BC Hydro as to how these rates should be developed.  The approach calls for BC Hydro to set Customer Baseline Loads for each industrial customer and to price usage above the baseline at the long-term cost of acquiring actual new energy supplies.  BC Hydro has yet to bring forward a specific set of cost allocation results and rate proposal based on these principles.  But, when it does, its cost allocation methodology will likely have to incorporate the concept of new load versus old load in order for the cost allocation to capture the intent of stepped rate proposal.

Demande de renseignements 1.2 :

Basé sur votre expérience, de quelle manière sont répartis les coûts des contrats d'approvisionnement signés par les distributeurs au Canada et aux États-unis ? 

Réponse :

In jurisdictions, such as Alberta and Ontario, where electricity distribution has been fully separated from generation and transmission, and where markets exist for electricity, the costs of supply are treated as a pass-through and are not included in the distributor’s cost allocation methodology.

In other provinces, electric utilities generally continue to operate on an integrated basis and offer bundled rates that include the cost of electricity supply.  In some cases, such as BC Hydro and Newfoundland Power, different sources of supply (including electricity purchases) are treated differently in the cost allocation methodology.  In the case of BC Hydro, purchase costs are allocated 100% as energy, while hydro costs are split between demand and energy, and thermal costs are considered 100% demand-related.  In the case of Newfoundland Power, electricity purchase costs (and hydro costs) are classified based on system load factor, while thermal costs are classified as 100% demand-related.

However, none of these utilities’ circumstances are similar to those of HQD, where the cost allocation treatment for a portion of their supply costs has been set by statute.  Indeed, HQD’s supply contracts are the only “generation-type” costs for which a cost allocation methodology needs to be determined.  In this regard, the question becomes whether or not utilities have a different treatment in their cost allocation methodology for different sources of supply.  The answer to this question is that some utilities do employ different allocation methods for different sources of supply as discussed above.

2. Référence :
C-8-15, Evidence of William Harper, page 13

Extrait:  «It would appear, therefore, that a key question to be addressed is whether the results are a sufficient improvement in cost tracking to warrant the additional effort. In this regard, the two methods yields significantly different results for both 2006 and subsequent years.»

Demande de renseignements 2.1 :

Votre conclusion à l'effet d'appliquer une approche marginale pour allouer les coûts d'approvisionnement postpatrimoniaux est-elle indépendante de la décision possible du gouvernement de mettre à jour à chaque année la répartition des coûts patrimoniaux par catégorie de consommateurs?

Réponse :

Mr. Harper’s Evidence presents two conclusions with respect to the allocation of post-Heritage Pool supply costs.  The first conclusion (see page 11, lines 15-19) deals with the identification of customer class usage of the post-Heritage Pool.  In this regard, as long as the Provincial Government specifies (as it did in Décret 750-2005) the customer class volumes for the Heritage Pool, then by default the volumes for the post-Heritage Pool supply by customer class are also defined.  This conclusion applies regardless of whether the customer class volumes are updated in subsequent decrees or maintained at their current values.

The second conclusion presented in the Evidence (page 14, lines 11-16) is that the Scenario A approach presented by HQD is the preferred approach, from a cost tracking perspective, to the Global Method proposed by HQD.  This recommendation is also independent of whether or not the Provincial Government chooses to update the customer class volumes in subsequent decrees.  Finally, it should be noted that Scenario A is not a “marginal approach” if the term “marginal” is meant to suggest that the approach grants “first come, first serve” rights to customers.  

Demande de renseignements 2.2 :

Le scénario que vous proposez implique-t-il des résultats différents pour 2014 que le scénario A présenté par le Distributeur ? Veuillez élaborer.

Réponse:

Mr. Harper’s Evidence proposes (page 14) that the Régie adopt Scenario A.  Consequently, the results of the proposal for 2014 would be the Scenario A results for 2014 as presented in HQD-12, Document 1.2, page 24.  

Mr. Harper’s Evidence also suggests (page 14) that HQD seek to improve the method over time.  This suggestion is consistent with the more general comments on pages 8-9 that the cost allocation methodology will/should evolve over time as circumstances change and better information becomes available.  This may lead to a different cost allocation methodology for post-Heritage Pool supply costs by the time 2014 rates are being set.

3. Référence :
C-8-15, Evidence of William Harper, page 20

Extrait:  «However, application of this principle may not always be as straight-forward as it would appear and the Régie may have to specifically indicate in its Decisions what cost allocation "changes" are to be factored into the year over year adjustment to the cross-subsidization reference indices»

Demande de renseignements 3.1 :

Considérez-vous que le choix de l'approche marginale dans le traitement des coûts postpatrimoniaux constitue un changement de méthode de répartition de coût par rapport à l'année 2002 et que ce choix doive se refléter par un ajustement de l'indice d'interfinancement de référence?

Réponse :

Adoption of the Scenario A approach (as opposed to the Global Method proposed by HQD) would not represent a change from the 2002 Methodology as the methodology, at that time, did not deal with how post-Heritage Pool costs should be allocated (see Mr. Harper’s Evidence, page 18, lines 12-22).

However, there is an issue as to whether the adoption of the Scenario A approach for 2006-2007 should be considered a change from the cost allocation methodology adopted by the Régie for 2005-2006 rates.  In this regard, Mr. Harper’s Evidence (page 20, lines 9-10) concludes that it should not be considered a change.  However, this is one of the areas where it may be necessary for the Régie to provide direction, as noted on page 34 of Mr. Harper’s Evidence.

4.
Référence :
C-8-15, Evidence of William Harper, page 22

Extrait:  «Applying the 2002 cost allocation methodology to the current year’s budget data means that the results will capture not only the impact of the change in the cost allocation methodology in the year that the change is made but will also capture any changes in the cross-subsidization indices that have subsequently arisen due to changes in costs/volumes.»
Demande de renseignements 4.1 :

D'après vous, est-ce que l'écart existant entre l'évaluation de l'impact d'un changement méthodologique sur l'indice d'interfinancement à l'année 1 et celui résultant d'une évaluation de la même modification à l'année 2, reflète un effet Prix/Coûts/Volumes ou un effet méthodes?
Réponse :

If, between year 1 and year 2, the cost allocation methodology is unchanged, then any observed changes in the cross-subsidization index would reflect price/cost/volume effects.

� An Inquiry Into A Heritage Contract for British Columbia Hydro and Power Authority’s Existing Generation Resources and Regarding Stepped Rates and Transmission Access, October 17, 2003, pages 38-63.
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