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Post-Patrimonial Generation Cost Allocation

1. Reference Demande R-3610-2006, HQD-16, Document 3, pages 26 to 27:
a. Was the formula detailed in this interrogatory response applied again in the current docket?  If it was not, please provide the revised formula.

b. In MS Excel electronic format, please provide the hourly data for the 2008 test year (as used in the cost allocation study) for the following variables shown in the referenced formula:

i. Hourly
load for each rate class (yij)

ii. Hourly
patrimonial load for each rate class (y'ij)

iii. Hourly patrimonial load (zi)

iv. Hourly trend consumption for each rate class (ŷij)

v. Class share of patrimonial consumption (αj)

c. In electronic format, please provide the workpapers for each hour and for each rate class showing how the hourly trend consumption variable (ŷij) was developed for each rate class.

d. Please show how the class share of patrimonial consumption was derived for the test year.

e. Please explain how the hourly load (yij) for each rate class was derived from HQD’s load and peak demand forecasts for 2008.

2. Reference HQD’s hourly patrimonial load “take,” HQD-7 Document 2:
a. Please explain specifically how HQD determines how much patrimonial load it will take in each hour of the year.  Please include an explanation as to whether HQD determines its take ex ante, using the forecast reported in the preceding interrogatory, or whether HQD can modify its take to reflect changing loads, costs or other factors.

b. Please explain when HQD must notify HQ Supply how much patrimonial load it will take in each particular hour.

c. Please explain how the following potential considerations are incorporated in HQD’s decisions about how much patrimonial load it will take in any particular hour:

i. Forecast system load;

ii. Actual system load;

iii. Variable cost of post-patrimonial supplies;

iv. Marginal cost of post-patrimonial supplies;

v. Capacity availability of post-patrimonial supplies;

vi. Fixed costs for post-patrimonial supplies;

vii. Market prices for resold power.

d. Please explain generally whether or not the decision regarding the “take” for patrimonial supplies is independent of post-patrimonial supply costs, or whether those decisions are integrated.

e. Please explain whether HQD’s planning for post-patrimonial supplies does or does not recognize any flexibility that HQD has with respect to its patrimonial load “take.”  If it does, please explain how such consideration affects post-patrimonial supplies.

3. Reference HQD-11, Document 3, Table 9A, page 15.  In MS Excel electronic format, please provide the following information relating to post-patrimonial generation costs, for each hour of the test year:
a. Post-patrimonial load, by rate class.

b. Post-patrimonial generation, by type of supply (e.g., base load coal-fire, spot purchases, intermediate load combined cycle gas-fired, etc.).  Please include an identifier for the type of supply.

c. Fixed cost, by type of supply.

d. Variable cost, by type of supply.

e. Average fixed cost, all types of supply.

f. Average variable cost, all types of supply.

4. Reference Post-Patrimonial Supply Cost Allocation, Hourly Method:
a. Please explain how the costs and net revenues associated with purchased power that must be resold are allocated in the hourly method.

b. In MS Excel electronic format, for each hour of the test year, please provide the cost of the cost of purchased power that must be resold, and the revenues earned from the resale of power.  Please include supporting workpapers.

c. Please provide an alternative version of the post-patrimonial supply cost allocation in which the net loss on resold power is allocated in proportion to the allocation of all other post-patrimonial costs.  Please include supporting workpapers.

5. Reference  Post-patrimonial supply:
a. Please detail the MW of capacity and MWh of supply from each type of supply (e.g., gas-fired combined cycle, spot purchases, run-of-river hydro, wind turbines, etc.) included in HQD’s post-patrimonial supply portfolio for 2008.

b. To the extent available, please detail the MW of capacity and MWh of supply from each type of supply (e.g., gas-fired combined cycle, spot purchases, run-of-river hydro, etc.) included in HQD’s post-patrimonial supply portfolio for 2012.

6. Reference Régie Decision D-2007-12, Table 17:
a. Please provide an updated version of the referenced table based on the 2008 test year.  Please include supporting workpapers in MS Excel electronic format.

b. Please provide an updated version of the referenced table base on the 2008 test year, with the net loss on resold power allocated in proportion to all other post-patrimonial generating costs.  Please include supporting workpapers in MS Excel electronic format.

7. Reference Régie Decision D-2007-12, Table 16:
a. Please provide updated version of the referenced table based on the test year.

b. Please specify the terms and limitations on the interruptible service referenced in the updated exhibit.

c. Please specify the variable costs associated with the short term purchases in the updated exhibit.

d. Please provide HQD’s current assessment of the annual fixed cost per kW and the variable cost per kWh of procuring peaking capacity for 2008 winter peaks, and for 2012 winter peaks.

e. Please contrast the value of peaking supply from a dedicated combustion turbine unit with the peaking capacity obtained from interruptible supply and from short-term purchases, in terms of reliability and duration of supply.

8. For each of the past five historical years, in MS Excel electronic format, please provide monthly load data for the Rate L class segregated into the following categories:
a. Large commercial or  industrial transmission voltage customers;

b. Large commercial or industrial distribution voltage customers;

c. Institutional customers;

d. Municipal customers;

e. Other (please specify).

9. Under HQD’s embedded cost rates, it is possible (if not probable) that new loads will not produce sufficient revenue to recover incremental post-patrimonial generation costs.  In consideration of these economics, please explain how HQD will evaluate whether or not it will provide service to each of the following new customers:
a. 50 MW large industrial load at 95 percent load factor;

b. 10 MW municipal wholesale load at 60 percent load factor;

c. 500 kW Rate M load at 60 percent load factor;

d. 50 kW Rate G load at 40 percent load factor;

e. 5 kW Rate D load at 40 percent load factor.

Please provide a specific quantitative example of the calculations that HQD makes when evaluating whether it will provide service to the customer.

10. Reference D-2007-12 Section 5.2.  The Régie indicates that cost allocation for post-patrimonial load should be consistent as possible with the supply plan of the distributor.  
a. Does HQD follow a cost-minimization strategy for purchasing post-patrimonial capacity and energy?  If so, please provide HQD’s longer term forecast for its post-patrimonial load and demonstrate how its supply plan is consistent with least cost procurement.

b. What specific constraints is HQD obligated to operate under with respect to its procurement of post-patrimonial capacity and energy?  For example, is HQD required to procure some minimum amount of energy from renewable sources whether or not it is consistent with least cost procurement for post-patrimonial load?

c. Please provide HQD’s most recent power purchase planning analyses, showing its forecast peak demands, load profiles, cost tradeoff calculations, and all other considerations used to develop its power procurement strategy.   

11. Reference D-2007-12, Section 5.2.2.  The Régie indicates that combustion turbine peaking units are not relevant for HQD’s post-patrimonial power procurements.  
a. Please indicate whether HQD envisions purchasing short-term peaking supplies from combustion turbine units in the next five or ten years.

b. Please provide HQD’s current estimate of the annual per-kW capacity cost associated with combustion turbine units.

Reconciliation of Historical Revenue and Cost Variances
12. Reference HQD-4, Document 2, Tables 5 and 6:
a. Please explain why the actual total GWh (172,694) does not equal the sum of actual patrimonial GWh (166,336) and actual post-patrimonial GWh (6,898), while forecast total GWh does equal the sum of forecast patrimonial and post-patrimonial GWh.

b. Does footnote B imply that the difference referenced in part (a) of this interrogatory is due to a lower-than-expected line loss rate for delivery of power?  If so, should the patrimonial supply be adjusted to reflect the improved loss factor?  Please explain your responses.

13. Reference HQD-4, Document 2, Tables 3, 5 and 6:

a. Please provide both the legal and the conceptual bases for setting the actual patrimonial load at a level other than that specified in the relevant government decree.  For example, please provide the bases for setting the actual patrimonial load for each rate class at levels other than those specified in Décret 790-2006 in Tables 5 and 6.

b. Please provide revised versions of Tables 3, 5, and 6 based on setting the actual patrimonial entitlement at the levels mandated in the relevant government decree.  Please include all supporting workpapers in MS Excel format.

c. Please comment on the implications of the analysis shown in the response to part (b) of this interrogatory for recovery/refunding of historical cost variances to specific rate classes.

d. Please detail the methodology (algebraically if possible) how HQD determines what each class’s actual patrimonial entitlement was for each year, as reported in the referenced tables.

14. Reference Variance Recovery, Rate Design:
a. Please comment on the advantages and disadvantages of establishing a separate tariff charge for recovery of historical variances, in terms of clarity of price signal, administrative costs, etc.

Allocation of PGEE Costs

15. Reference HQD-11, Document 3, Table 25B, columns (3), (4) and (5):
a. Please provide a detailed listing of the nature of the $28.6 million in costs listed in this exhibit.

b. Please state the basis for the allocation factor reported in column (4), and provide supporting workpapers for its development.

16. Reference HQD-11, Document 3, Table 25C, columns (2) and (3):
a. Please explain why the avoided transportation costs for large industrial customers are zero in this exhibit.

b. Please explain why the unit avoided costs for large industrial customers are lower for large industrial customers than for residential customers, when the allocated post-patrimonial generation costs for large industrial customers is higher than for residential customers.

c. Please demonstrate how the avoided cost values used in this exhibit are consistent with the post-patrimonial cost allocation methodology shown in HQD-11, Document 3, Table 9A.

17. Reference HQD-11, Document 3, Table 25C, columns (11) through (14):

a. Please provide the basis for this allocation approach.

18. Reference:  HQD-11, Document 1.  Consider a hypothetical demand-side-management (“DSM”) program which has the effect of reducing Rate D winter peak demands by 1.0 percent in all December to February hours, relative to the test year forecast.
a. Please describe the impact of such a program on the patrimonial load that is allocated to each rate class.  If possible, please provide a quantitative assessment of the change in allocated patrimonial load, using the exact same methodology as that used to allocate test year patrimonial loads.  This analysis should include a recognition that reduced Rate D load would presumably manifest itself as a reduced overall allocation of patrimonial load in the government decree.

b. Please describe and, if possible, quantify the impact of the program on the allocated patrimonial costs, recognizing that the load reduction will improve the load factor of the Rate D class.  Can HQD confirm that the program will increase the patrimonial rate charged to non-Rate-D customers and reduce the patrimonial rate charged to Rate D customers?  Please explain your response.

c. Please describe and, if possible, quantify the impact of the program on total test-year post-patrimonial load costs, recognizing that some post-patrimonial load costs are fixed.

d. Please describe and, if possible, quantify the impact of the program on post patrimonial load costs that are allocated to each rate class, recognizing the changes in overall load patterns, allocated patrimonial load patterns, and the hourly post-patrimonial cost allocation method.

e. Please describe and, if possible, quantify the impact of the program, if any, on the total transmission costs and distribution costs incurred by HQD.  Please include a discussion of whether transmission costs would actually be reduced as a result of the reduction in peak demand, or whether transmission costs are essentially fixed and HQD would, over the longer term, incur the same transmission costs with or without such a DSM program.

f. Please describe and, if possible, quantify the impact of the program on allocated transmission and distribution costs for each rate class.

g. Please summarize the difference in allocated patrimonial generation costs, post-patrimonial generation costs, transmission costs, and distribution costs that would result from this program, when the Régie’s cost allocation methodology is fully applied.  Please indicate whether this allocation is consistent with the proposed “avoided cost” methodology for allocating the cost of the program.

Other Cost Allocation Issues  

19. Reference HQD-11, Document 3, Tables 1, 6, 7, 8, 9A, 9B, 9C, 9D, 9E, 10, 11, 25A, 25B, 25C, 48, 49, 50, 51, 52 and  53:
a. Please provide a version of these table with at least 3 significant digits for each value reported.

20. In MS Excel electronic format, please provide a database showing number of customers and MWh consumption for each rate class for each month for each of the past ten years.
Maintaining Historical Cross-Subsidies

21. Reference HQD-11, Document 1, Table 2:
a. Please provide a full copy of the cost allocation study used to derive the 2007 cost of service reported in this table.  If it is any different, please also provide a copy of the 2007 cost allocation study based on the revenue requirement approved by the Régie in D-2007-12.

b. Are the 2007 costs in this table based on the costs presented in HQD’s 2007 filing, or the costs based on Decision 2007-12?  Please explain the basis for your choice.

c. Please reconcile the 2007 costs of $9,061.8 million reported in the referenced table with the after-increase revenues reported in R-3610-2006, HQD-20, Document 1, page 14.  Please identify and quantify all of the factors that result in differences between rate revenues and fully allocated costs.

d. Please reconcile the 2008 costs of $9,431.6 million reported in the referenced table with the after-increase revenues reported in  HQD-12, Document 9, page 3.  Please identify and quantify all of the factors that result in differences between rate revenues and fully allocated costs.

22. Reference HQD-12, Document 1, Annexe A; R-3610-2006, HQD-16, Document 1, page 127.  
Preamble:  In the proceeding at Docket R-3610-2006, AQCIE/CIFQ understood that it was HQD’s testimony that its proposed method for addressing cross-subsidies was a constant dollar approach.

a. Please provide an exhibit that demonstrates how the tariff increases shown in the referenced R-3610-2006 exhibit would result in maintaining constant dollar cross-subsidies in 2006 and 2007.  Please report the dollar value of the revenues, costs and cross-subsidies in each year and include supporting workpapers. 

b. Please provide an exhibit that demonstrates how the tariff increases shown in the referenced Annexe A from the current filing would result in maintaining constant dollar cross-subsidies in 2007 and 2008.  Please report the dollar value of the revenues, costs and cross-subsidies in each year and include supporting workpapers.

c. Please provide a copy of HQD-12, Document 1, Annexe A that reports each value presented in the table with at least three significant digits.

d. Please provide an updated version of R-3610-2006 HQD-16, Document 1, page 127 based on the revenue requirement approved by the Régie for 2007.  Please contrast column (7) of that document with the actual revenue increases approved by the Régie.

e. Please provide a version of HQD-12, Document 1, Annexe A that shows the increase necessary in 2008 to maintain consistency with the cross-subsidies in 2006.

f. For each major rate class group, please provide the dollar value and the per-kWh value of test year forecast cross-subsidies, for 2006, 2007 and 2008.  Please include supporting calculations.

23. Reference HQD-12, Document 9, page 3
a. Please explain why the rate increase for Grande Puissance customers is set at 2.1 percent, while the rate increase for residential customers is set at 1.9 percent.

24. Reference HQD-12, Document 1, Annexe A
a. Please explain conceptually what revenues and costs are included in the “adjustment” factor in column (g) for 2008.  Please also indicate if there is a way to derive that adjustment factor directly, rather than by the difference between the 2008 calendar year revenues and columns (e) and (f).

b. Please explain why the adjustment factor is allocated based on present revenues.

Rate Design

25. For the most recent historical year, in MS Excel electronic format, please provide hourly load data for the Rate L class segregated into the following categories:

a. Large commercial or  industrial transmission voltage customers;

b. Large commercial or industrial distribution voltage customers;

c. Institutional customers;

d. Municipal customers;

e. Other (please specify).

26. Reference HQD-12, Document 1, Table 20:
a. For test year 2008, please provide Rate L revenues at present and proposed rates segregated between demand charge revenues and energy charge revenues.  

i. To the extent that HQD can provide the information, please include energy and demand billing determinants for both the charges and the credits.

ii. Also to the extent possible, please segregate revenues between large industrial transmission customers, large industrial distribution customers, institutional customers, municipal customers and other.
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