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Interrogatories on the Cash Working Capital
HQT-7 doc. 5 and 5.1

AVANCER \d12
AVANCER \d12In the following supplemental interrogatories, Option consommateurs aims to deepen its understanding of Hydro-Quebec's payment patterns with respect to its transmission activities.

AVANCER \d31.
With respect to O&M cost lags

1.1.
In exhibit HQT-7, doc 5.1, page 3, HQ states that salaries are paid every two weeks, and this expense lag is 17.07 days.  Does HQ have any salaries being paid on a weekly basis, such as contract employees?
1.2.
If so, show the specific leads and lags that correspond to each group of employees.
1.3.
Has HQ prepared a detailed analysis of the various employee benefit lags? If yes, please prepare a table that presents these benefits (e.g. unemployement insurance, QPP/CPP, workers compensation, group insurance, etc.), the corresponding costs and lags and detailed mathematical calculations.
1.4.
Has HQ prepared a detailed voucher analysis with respect to the $46M Other Expenses? If yes, please provide the study from which the numbers have been drawn.
AVANCER \d31.5.
Do the O&M costs in HQT-7 doc. 5 page 4 include sales taxes paid by Hydro-Québec on purchases of goods and services? If so, please break these amounts down to 

separate O&M expenses from sales taxes on those O&M expenses.

AVANCER \d32.
HQT-7 doc. 5 page 3 states that O&M cost lags take into account taxes (other than sales taxes) and dues to the Régie de l'énergie. Please show specifically the Régie due lag. Does HQ also have to pay dues to the Régie du bâtiment du Québec? If yes, please show the specific lag associated with the RBQ.

AVANCER \d33.
Please confirm that the amount appearing under Transmission Service Purchases ("Achats de services de transport" at exhibit HQT-7 doc. 5 page 4) is the same amount as that appearing at exhibit HQT-6 doc. 4 page 2. If it is not, please explain what this number relates to. Also show the detailed mathematical calculations used to determine the ​–30.21 day lag.

AVANCER \d34.
Reference: HQT-7 doc. 5 page 8 and HQT-7 doc. 5.1 pages 6-7

AVANCER \d3
At exhibit HQT-7 doc. 5 page 8, HQ presents the leads and lags associated with sales taxes.

AVANCER \d3
At exhibit HQT-7 doc. 5.1 page 6-7, HQ alledges that there is a 11.55 day lag between the moment when it pays its good and service suppliers and the moment when HQ gets the corresponding tax refund from the government. Also, HQ alledges that there is a 19.5 day lag between the moment when it collects customer bills (including sales taxes on transmission services) and the moment when it remits the corresponding tax revenues to the government.

AVANCER \d34.1
Show in a detailed mathematical analysis how the two lags in the first reference were derived.

AVANCER \d34.2
Please do the same with the two lags appearing in the second.

AVANCER \d34.3
Finally, please show, in a detailed mathematical calculation, how these four leads and lags have resulted in a sales tax allowance of $1.12M.

51. In exhibit HQT-7 doc. 2 page 2, there appears to be cash working needs for Materials, Fuels and Supplies (MFS) ("Matériaux, combustibles et fournitures") averaging at $92.9M in the test year 2001. These needs seem to be distinct from the cash working needs requested by Hydro-Québec in its study (HQT-7 doc. 5.1). 

AVANCER \d3
5.1
Provide an explanation why the cash working needs were broken down into the two components "Encaisse" and "Matériaux, combustibles et fournitures" and why the latter does not appear in the cash working study, except for the first paragraph of document 5.

AVANCER \d35.2
Please provide a breakdown and a detailed explanation of what the MFS amount includes. Also explain how these transactions differ from the $46M "Other expenses" claimed in HQT-7 doc. 5 page 4 (which seem to relate to purchases of goods and services according to section (1.c) of HQT-7 doc. 5.1 pages 4-5).

AVANCER \d35.3
Provide the study that supports the claim for the MFS cash working needs, in which all corresponding leads and lags are explained and presented in a detailed mathematical manner.

61. In exhibit HQT-7, doc 5, page 5, HQ states that the delay between the printing of the invoice and the collection of the bills is set at 21.33 days (1.3 day billing lag + 20 day collection lag. We understand that the collection lag does not come from an analysis of customers' payment patterns. It rather comes from By-Law 659, which sets the due date 20 days after the invoice is printed out.

AVANCER \d36.1
Please explain why  a detailed analysis has not been performed to determine the true collection lag?

71. In exhibit HQT-6, doc 4, page 2, HQ lists the company’s transmission customers.  Please describe the billing and payment patterns HQ has with its transmission customers ?  Does HQ receive and bill its transmission customers on a monthly basis ?

81. In exhibit HQT-7 doc. 5 page 3 lines 22-23, HQ states that lags are based on 1999 actuals. However, in HQT-7, doc 5.1, page 3, HQ states that the O&M and tax lags are based on the 1997 actuals. Please reconcile these two excerpts. If lags have been drawn from different studies, please file them.

91. Has Hydro-Québec undertaken major improvements of its information systems in the recent years (such as the purchase of a new CIS)? If the answer is yes, please list and describe any changes to Hydro Quebec’s billing process.  Also include changes to HQ’s CIS system that may impact the billing process since the implementation of the new CIS system.

101. Please confirm the following calculations. If the calculations below are incorrect, please provide the correct numbers and method of the calculation.

AVANCER \d310.1
According to HQT-7 doc. 2, net transmission asset value for 2001 (13 month average) is $14,108.3M. Based on this figure and on Hydro-Quebec's assumptions regarding the capital structure and cost of capital, please confirm if this amount can be broken down in the following manner:

AVANCER \d3
Long-term debt is set at $7,406.9M (= 70% x 75% x $14,108.3M)

AVANCER \d3
Short-term debt is set at $2,469.0M (=70% x 25% x $14,108.3M)

AVANCER \d3
Equity is set at $4,232.5M (=30% x $14,108.3M)

AVANCER \d310.2
Please confirm if the annual cost of capital can be calculated in the following manner:

AVANCER \d3
Long-term annual debt cost is around $722M (= 9.75% x $7,407M)

AVANCER \d3
Short-term annual debt cost is around $241M (= 9.75% x $2,469M)

AVANCER \d3
Return on equity is around $449M (= 10.6% x $4,233M)

AVANCER \d310.3
Confirm that long-term debt payments are done on a semi-annual basis, that short-term debt payments are done on a monthly basis, and that return on equity dividends are paid to the shareholder on a quarterly basis.

AVANCER \d3
AVANCER \d3
AVANCER \d3
Page 1

