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Traduction de certaines réponses à la demande de renseignements de la RÉgie à HQD
Demande du Distributeur relative à l'établissement des tarifs d'électricité pour l'année tarifaire 2008-2009

R-3644-2007

Pièce :
 HQD-15, document 1

Réponses traduites:
33.1; 33.2; 33.3; 34.1; 36.1; 44.1; 45; 51.1; 53.1; 53.4; 60.2; 64.2; 66.1; 91.2; 91.3; et 92.1
33.1.
Veuillez expliquer pourquoi le Distributeur a besoin d’un délai de 6 mois pour le premier ajustement pour le facturé/livré et d’un délai de 12 mois pour le deuxième ajustement.

Réponse:

As stated in case R-3550-2004, Exhibit HQD-5, Document 1.1, in response to Régie question 7.1, “the Hydro-Québec customer billing cycle” does not correspond to the financial statement preparation periodicity. Since electricity deliveries for a given period are not all billed before the end of the period, they must be valued in the context of financial statement preparation. This valuation corresponds to a cutoff entry called “revenue to be billed.” However, revenue to be billed represents an estimate whose accuracy is assessed annually through the billed/delivered process. The purpose of this process is to measure the difference between the energy deliveries over the Distributor’s grid as valued in the preparation of the financial statements and the billed deliveries. This difference is then used to adjust the recorded sales revenues. This comparison is done once a year over the mobile 12-month period ending June 30. This period was chosen for its minimization of the temperature effect, thus increasing the accuracy of the process. 

In short there is a single billed/delivered adjustment covering the period from July 1 of any year to June 30 of the following year. In the preparation of annual reports and rate cases for the Régie, this adjustment must be incorporated over two periods. 

33.2. 
Veuillez préciser si le niveau de l’ajustement varie selon l’aléa de la demande et de l’aléa climatique. Veuillez commenter l’affirmation à l’effet que le montant du deuxième ajustement devrait se situer année après année autour du montant calculé pour l’année 2005, soit -5,5 M$ et présenter les hypothèses qui supportent une telle évaluation.

Réponse:

Insofar as the billed/delivered adjustment is around 200 GWh, the impact on the pass-on account would vary little, since this is largely a revenue effect and the average projected supply revenue changes slowly. 

Moreover, this adjustment is not related to weather or demand. It is a revision of the estimated real sales for each month once the year is over, meaning that the information is only available for the following rate case. 

33.3. 
En faisant l’hypothèse que le montant de l’ajustement a un impact de -5,5M$ année après année selon la référence (ii) et que le compte de pass-on d’une année donnée est ajusté dans le troisième exercice subséquent,

(a) 
veuillez présenter une proposition sur le traitement du facturé/livré ayant pour but de réduire le délai d’ajustement et la complexité du calcul du pass-on;

Réponse:

The Distributor is in the process of considering the possibility of shortening the adjustment delay and reducing the complexity of the billed/delivered adjustment. It is not, however, in a position to submit a proposal at this stage. Once the process is completed, the Distributor will be able to review the pass-on calculation approach with a view to simplifying it. 

(b) 
veuillez indiquer quelle serait la position du Distributor quant à la possibilité de ne pas considérer l’ajustement du facturé/livré.

Réponse:

The position of not considering the billed/delivered adjustment will be predicated on the constancy and relative immateriality of the amounts at issue. Currently, these premises are hypothetical and could not alone justify such a position. The billed/delivered adjustment modifies the total sales volumes as well as the breakdown of purchases by customer class. Consequently, and in order to take account of all factors having an impact on the pass-on calculation, the Distributor cannot ignore some of these factors, which would have the effect of creating a mismatch or discrepancy between GWh supplied and GWh accounted for.

Furthermore, the billed/delivered adjustment is on the books and reflected in the statutory financial statements that are audited at year-end. Not accounting for this adjustment would lead to a discrepancy between the statutory and the regulatory results. 

34.1. 
Veuillez expliquer pourquoi, sans le compte de frais reportés spécifique aux crédits fixes et variables pour l’interruptible, celui-ci aurait eu un impact uniquement sur l’effet prix et aucun effet sur l’effet volume. Est-ce que la situation sera la même pour le pass-on de 2008 compte tenu des crédits variables anticipés?

Réponse:

As with the pass-on, which cannot be divided into weather and demand fluctuations for each customer class, the same problem presents itself when trying to distinguish the effect on the volume effect of the interruptible power program. To isolate the volumes of the interruptible power program of the pass-on account would require knowledge of the allocation of this volume to customer classes. In addition, isolating the volumes of the interruptible power program would not be consistent with the customer-class-based allocation method, which treats the costs and the volumes of post-heritage supply as a block. The application of the total impact to the price effect alone allows for an allocation of this cost to customer classes that is consistent with the post-heritage supply allocation method, while not having to distinguish the volumes of interruptible power for each customer class. 

Furthermore, the volumes related to the interruptible option are already accounted for in Tables 5 and 6 of the follow-up to the pass-on account. The interrupted GWh are included in the supply requirements (not the consumption volumes). These supply volumes, both heritage and post-heritage, are unchanged, whether the Distributor decides to avail itself of the interruptible power option or to proceed with another type of short-term purchase. 

Although interruptible power is given a different treatment from the pass-on account, the costs related to this program require the same treatment by customer class as any other type of procurement in that the allocation methods are not applicable to each transaction. 

36.1. 
Considérant la demande de la Régie d’amortir le solde des frais reportés le plus rapidement possible, veuillez justifier l’amortissement en 2008 de 107,0 M$ et l’amortissement du solde résiduel de 178,9 M$ sur deux ans, soit en 2009 et en 2010.

Réponse:

In order to place the Régie’s request in context, the Distributor cites this excerpt from decision D-2007-12 concerning deferred transmission charges: “It therefore encourages the Distributor to take the steps necessary to recover as rapidly as possible the balance of the deferral account in the cost of service for test year 2008. To do this, the Distributor should, among other things, place a priority on applying any credit balance in the pass-on account at time of filing of its 2008 rate application against the debit balance of the deferral account for transmission costs.” (Our emphasis).

The Régie directly links the capacity to rapidly recover these deferred charges to any credit balance in the pass-on account applicable in 2008. In the context of test year 2007 where a substantial credit was available from the net estimated balance of the pass-on account as at 31 December 2006, by extrapolation one could anticipate a rapid or even total amortization of the transmission deferral account in 2008. However, the status of the pass-on account in 2007 is different from that of 2006: the Distributor estimates the credit balance in the pass-on account available as at 31 December 2007 for application against the deferred transmission charges in test year 2008 at only $10.8 million.

Furthermore, the Distributor notes that this question mentions an amortization amount of $107 million. This amount ignores the amortization in 2008 of the sum total of $59 million in deferred transmission charges relating to 2007, bringing the total amortization to $166 million. As stated in Exhibit HQD-1, Document 1, page 5, this component alone explains 1.6% of the requested 2.9% rate increase. Considering also the $70 million portion of 2005 and 2006 deferred charges amortized in 2007, the result is that by year-end 2008, approximately 50% of the deferral account will have been recovered. 

Moreover , the Distributor has projected an amount of $2.54 billion for 2008 transmission costs based on the Transmitter’s application of 11 July 2007, as requested by the Régie. This cost includes an increase of $57 million with respect to the cost of $2.483 billion included in the 2007 revenue requirement with regard to the 2007 transmission costs. 

Thus, in the context of 2008, where: 1) the pass-on account for supply has a relatively minimal credit balance as compared with that of 2007; 2) the deferred transmission charges for 2007 are fully recovered in 2008, and 3) the increase in 2008 transmission costs is recovered in 2008 on the basis of the Transmitter’s application, the Distributor is of the view that it has met the Régie’s request to recover not fully but as rapidly as possible the balance of the deferred transmission charges. 

44.1.
Veuillez justifier et expliquer le changement de méthode de calcul du revenu unitaire attribuable au transport et à la distribution par catégorie de consommateur. Veuillez expliquer les écarts importants.

Réponse:

This is not a change in the calculation method for the unit revenue due to transmission and distribution (total unit revenue – unit cost of supply) but rather an accounting for total unit revenue that seeks to estimate the effects on the Distributor’s revenues of a change in sales due, among other things, to temperature fluctuations.

In case R-3610-2006, the calculation of unit revenue from transmission and distribution took average unit revenue as its starting point. But average unit revenue, whether on an annual or a monthly basis, does not account for the effects of a change in sales for a given month on the company’s revenues. For example, in winter, when most customers are consuming in the second block, where consumption increases, the average unit revenue decreases (lower weight of the royalty) while in reality the last kWhs brought in more revenue for the company.

As calculated in the annual report, the unit revenue reflects the price paid for the last kWh billed to the customer. It varies, from one rate to another, according to the rate structure and the load profile of the customers associated with it. For example, at Rate D, the unit revenue in winter is greatly influenced by the level of the higher second-block price since not only is second-block energy significant as a proportion of the total energy consumed but also the probability of an additional kilowatt-hour being billed in the second block is higher.

The unit revenue calculation presented in Table 12 is in outline as follows:

1. For each customer of a rate, and for a given period, we identify the block in which the last kilowatt-hour was consumed. We add up the total consumption of all customers who never consumed beyond the first block. We do the same for all customers who consumed into the second block.

2. The unit revenue then corresponds to the average price of the two energy blocks weighted by total customer consumption depending on whether the last kilowatt-hour consumed was in the first or the second block.

Having done this calculation, we see that the unit revenue in winter for Rate D (6.690/kWh) is closer to the second-block price (6.830/kWh) than the unit revenue in summer (6.230/kWh).

Since the structure of Rate L is composed of a single energy price, that price is used.

45.1.
Veuillez indiquer à quel moment la nouvelle normale climatique sera introduite dans le calcul du compte de nivellement pour aléas climatiques.

Réponse:

In 2007, the Distributor determined the transmission and distribution revenue differentials relative to weather fluctuations on the basis of the old climatic normal. The new normal will only be introduced in 2008. The Distributor is of the view that the averaging account holding the 2007 revenue differentials should be calculated using the same climatic normal as the one used to establish the demand forecast in the 2007 rate case.

The use of the new normal for 2007, unknown at the time of filing of the application, would have made it necessary to subsequently “redo” the 2007 rate case based on the new normal. Demand, revenue requirement, sales revenues, and rate adjustment are some of the factors that would have had to be brought up to date. In a context in which the Régie has already ruled on these parameters, calculation of the 2007 averaging account based on the new normal must be ruled out.

51.1. 
Veuillez indiquer comment ont été fonctionnalisés les contributions entre les équipements associés à la production, le réseau et les raccordements des clients pour chacune des 3 rubriques à savoir Waskaganish, les autres projets de raccordements et les postes de départ privés.

Réponse:

Based on the information provided by the Transmitter, the Waskaganish project consists of the Némiscau substation with voltage of 735–765kV (generation-related transmission equipment function), the Némiscau/Waskaganish line with voltage of 44–69 kV (grid function) and finally the Waskaganish substation stepping the voltage down from 69 to 49 kV, hence considered a step-down substation. 

For the other connection projects, the Transmitter also provided the project costs broken down by function. This equipment consists largely of customer connection substations with the exception of the Chénier substation, composed of a 735 kV line that is part of the ultra-high-voltage grid function.

Finally, private switchyards have a nominal voltage of 230 kV. Since these are switchyards, they are all considered generation-related transmission equipment. 

The tables below present the classification by function of the Waskaganish project and the other connection projects. 

53.1.
 En ce qui concerne la méthode basée sur les coûts évités, veuillez justifier l’utilisation des GWh évités de 2003 à 2007 pour répartir les coûts du PGEÉ plutôt que d’utiliser l’ensemble des GWh économisés sur la durée de vie des mesures.

Réponse:

The energy efficiency measures are not all implemented at the same time. For projected test year 2008, the amounts of $64.6 million amortization and $404.2 million from the deferral account for allocation to the customer classes are relative to the budgets of the PGEÉ programs for the period 2003–07. For 2008, the benefits in terms of energy savings derived by the customers from these charges concern only the GWh implemented and accrued up to the 2007 horizon. It is inappropriate to calculate the allocation of PGEÉ costs on an average-cost basis as a function of the GWh implemented over the lifetime of the measures implemented. There must be a match over time between costs and volumes. 

53.4. 
Dans la mesure où les coûts unitaires par catégorie tarifaire de la sous question précédente diffèrent d’une méthode à l’autre, peut-on conclure que l’utilisation de la méthode des coûts évités plutôt que la répartition directe engendre un déplacement de coûts alloués entre les catégories tarifaires en allouant plus de coûts aux catégories qui génèrent plus de GWh évités et ce, indépendamment de la rentabilité des mesures. Veuillez élaborer votre réponse.

Réponse:

The Distributor implements programs because it is economically justified in doing so and because they constitute an effective way of balancing supply and demand. The question is to determine the most appropriate method for allocating the cost of these programs among customer classes. 

If these programs did not exist, each customer class would have to bear the equivalent of the avoided costs. In an economic approach, the reference is obviously to use avoided costs to allocate the total program costs. The fact that a program is more or less “profitable” than others, due for example to its scope, duration, or priority, is more the responsibility of the Distributor than the customers. It is the total effort expended by these programs that frees up GWh to meet future customer needs. 

Thus the customers participating in this collective effort are able to accept a fair allocation of the costs of all the programs based on the avoided costs. The same reasoning applies, probably even more emphatically, to non-participating customers. They must bear a share of the costs of the programs in which they do not participate, whether voluntarily or not, since they benefit indirectly, through allocation of costs other than those of the PGEÉ, from the impact of the GWh avoided by the participants in the customer class to which they belong. This allocation on the basis of avoided costs is therefore fair to non-participating customers. 

The direct allocation method is a more accounting-based approach that does not address the question of the value of the GWh avoided by the energy efficiency programs. This method treats the program costs as another service delivered specifically and directly to a group of customers while these programs, like the interruptible power programs, have a different objective; namely, to make more efficient use of electricity to meet demand, thus reducing the Distributor’s cost of service.

60.2. Veuillez commenter les résultats de ce scénario additionnel.

Réponse:

The analyses and recommendation presented in sections 4.2 and 4.3 of Exhibit HQD-12, Document 3 also apply to the scenario of a decrease in the three main components of Rate D to offset the decrease in the first-block threshold to 25kWh/day in summer.

On the one hand, the decrease in the first-block price, although smaller in this scenario, degrades the price signal for the 15% of customers who never exceed the first block, or 47% of the kWh consumed at Rate D. On the other, the second-block price decrease degrades the price signal for the 85% of customers who do reach the second block, and the rate impacts for each typical case clearly show that the decrease in the second-block price benefits large consumers. The decrease in the royalty unduly favors customers who do not consume all year long. Finally, the distribution of rate impacts leads to the conclusion that more than 56% of customers would see their bills decrease.

In terms of billing, the introduction of a seasonal threshold will have an impact on the pro rata consumption allocations that will have to be performed at the changes of season.

For all these reasons, the Distributor reiterates that it is preferable to accentuate the price signal by increasing energy prices without modifying the rate structure.

64.2.
Veuillez indiquer si les 15 premiers kWh consommés durant les heures de pointe et hors pointe correspondent aussi à la partie la plus inélastique des consommations des clients. Veuillez élaborer votre réponse.

Réponse:

Across the total off-peak kWh consumed by a customer during a day, there will always be one kWh that is easiest not to consume (consequently, there is always one kWh for which demand is most elastic). One can therefore state that there are, among the off-peak kWh consumed, 15 kWh for which demand is most inelastic. This logic applies also to peak kWh consumed. The Distributor further clarifies that the notion of the “first” 15 kWh does not refer to chronology of consumption.

See also the answer to question 58(a) from OC in Exhibit HQD-16, Document 7, case R-3610-2006.

66.1.
Veuillez élaborer davantage votre explication. Notamment veuillez expliquer pourquoi les prix de la première et de la deuxième tranche du tarif hors pointe ont été diminués plus en hiver qu’en été.

Réponse:

The winter structure is designed in such a way that a customer shifts his consumption of kWh from critical hours to off-peak hours and not from critical hours in winter to off-peak hours in summer, for example. Moreover, it is important for customers to see the effect of their shift on one bill.

91.2.
Veuillez justifier l’écart entre la moyenne d’environ 1,8 ¢/kWh du tableau de la référence (ii) et la différenciation pointe hors pointe de 1,5 ¢/kWh utilisée par le Distributeur.

Réponse:

The peak/off-peak differential was justified in Exhibit HQD-2, Document 1, revised 9 January 2004 in case R-3519-2003, pages 36–8. There, the Distributor stated that “on the one hand, the observed differences fluctuated between 1 and 2 ¢/kWh, and on the other hand, given the observed load profile and the small difference between peak and off-peak demand, the resort to market transactions should not be systematic. The position chosen is therefore a middle-ground one, consisting of retaining 1 ¢/kWh of difference.”

The observed difference is closer to the upper limit mentioned by the Distributor, so the peak/off-peak difference is raised to 1.5 ¢/kWh with the same justifications as those presented in case R-3519-2003.

91.3. Veuillez élaborer sur l’opportunité pour le Distributeur d’utiliser un coût évité de fourniture-transport basé sur une perte de revenus de revente, plutôt que sur les résultats d’appels d’offre. En particulier, veuillez en dégager les avantages et les inconvénients.

Réponse:

The avoided-cost indicator is used over a long period of time (the whole lifetime of a measure) and must reflect the best possible anticipation of market prices.

The loss of resale revenues on markets is an indicator of the value of the energy for a given year. 

However, if the surplus situation and the observed price level remained constant for several years, the avoided-cost indicator could reflect them over that period.

In this spirit, the Distributor analyzed sensitivity over the avoided cost, reducing it by 15% over the entire period of analysis. This exercise showed that the profitability of energy efficiency programs and activities is not compromised since the TRC remains positive.

92.1. Veuillez mettre à jour les composantes des coûts évités (fourniture- transport, transport de la charge locale et distribution), en fournissant toutes les hypothèses, les sources ainsi que le calcul détaillé de chacune selon le niveau de détail fourni à la référence (iv).

Réponse:

The Distributor has not yet completed its analysis of the impacts of changes in the Transmitter’s planned investments and the consequences for avoided transmission and distribution costs. It therefore maintains the avoided costs of transmission of native load and distribution already filed in the context of this evidence. It does, however, provide below all the avoided-cost calculation hypotheses and stages.

Supply – Transmission:

The avoided-cost indicator chosen and used for supply-transmission is still 8.3 ¢/kWh (2007 dollars). Expressed in 2008 dollars, this value, adjusted for inflation, is 8.47 ¢/kWh. This cost increases with inflation for subsequent years.

The avoided cost of power is still $10/kW-winter (2006 dollars). Expressed in 2008 dollars, this cost is $10.4/kW-winter and increases with inflation for subsequent years. 

Transmission of native load and distribution:

The only update done by the Distributor deals with the economic parameters, specifically the discount rate. Thus the Distributor preserved the investment planning and power forecasts used as inputs in the respective calculations of avoided cost of transmission of native load and distribution filed in case R-3610-2006. The tables below reproduce all the calculation stages (as presented in reference iv).
