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HYDRO-QUÉBEC’S 

TRANSMISSION RATE APPLICATION

R-3401-98

INFORMATION REQUESTS OF ZE POWERGROUP INC. ON BEHALF OF THE INDUSTRIAL COALITION

Dr. Zak El Ramly

ZE POWERGROUP INC.

Brighouse West Business Park

Unit #130

5920 No Two Road

Richmond, BC  V7C 4R9

Tel: (604) 244-1414

E-mail : zak@ze.com

September 7, 2000


QUESTION 1 :
Reference :
Pièce HQT-10, document 1, page 4

Purpose :
We are interested in understanding how the tariff setting practice of Hydro Quebec relates to that of companies that share some attributes of Hydro Quebec.
Requests :

a) In this section Mr. Albert Chéhadé describes the type of tariffs Hydro Quebec proposes and assures that this is the tariff structure used in North America for transition:

“Hydro-Québec propose de maintenir l’utilisation d’un tarif de transport de type timbre-poste, basé sur les coûts moyens de transporter l’électricité. La proposition d’Hydro-Québec reflète l’approche utilisée par tous les transporteurs en Amérique du Nord…”

Please provide examples of how tariffs are set for 

1o Electricity companies:

· BC Hydro

· Edmonton Hydro

· Saskatchewan Power

· Manitoba Hydro

· Ontario Hydro

· New-Brunswick Power

· Newfoundland and Labrador 

· Churchill Falls

· West Kootenay

· Canadian Utilities

· TransAlta Utilities (Generation)

· TransAlta Utilities (Transmission)

· TransAlta Utilities (Distribution)

· Great Lakes Power 

· Maritime Electric

· Newfoundland Light and Power

· Nova-Scotia Power

2o  Gas Distributors:

· BC Gas

· Canadian Western Canadian Gas

· Centra Gas (Manitoba)

· Centra Gas (Ontario)

· Centra Gas (BC)

· Enbridge Consumers Gas 

· Gazifère

· Société en commandite Gaz Métropolitain (SCGM)

· North Western Utilities 

· Pacific Northern Gas

· Union Gas

3o Gas Pipelines:

· Alberta Natural Gas

· Foothill Pipelines

· Nova Corp of Alberta

· TransCanada Pipelines (TCPL)

· TransQuébec and Maritimes (TQM)

· West Coast Energy

QUESTION 2:
Reference:
Pièce HQT-9 document 1, page 11-13

Purpose:
In relation to HQT-8 and the provision of the credit ratings of Hydro 

Quebec, we would like to understand the relation between risk premium and credit rating 
Requests:

a) Please explain how the financial information of Hydro Quebec and its credit ratings relate to the risk premium requirements of TransEnergie?

b) What is the potential of the risk premium awarded will affect the credit of hydro Quebec?

c) Please explain how the credit ratings and size of Hydro Quebec, as compared to other Canadian utilities, impact the calculation of the risk premium.
QUESTION 3: 
Reference:
Pièce HQT-9 document 1, page 13 and 14

Section 2.2:  
Regulatory risk
Purpose:
Dr. Morin suggests that ‘’TransEnergie’s regulatory risks are higher than
average at the present time, relative to other regulated utilities in Canada. For the first time, the company will be subject to the regulatory scrutiny of the newly formed regulatory body in the province, La Régie de L’Energie du Québec. We are interested to know how expected changes will specifically manifest itself as regulatory risk on TransEnergie 
Requests:

a) Please explain, through typical examples, how regulatory risk could impact on TransEnergie revenue?
QUESTION 4: 
Reference:
Pièce HQT-9 document 1, page 20

Section 3.1.a :  
Beta estimates
Purpose:
Dr. Morin makes the assuption that ‘’TransEnergie’s risk business risk is only 0.17 …’’ we would like to understand the underlying rational and quantification of this risk
Requests:

a) Please provide data, methodology and observations that were used to make the 0.17 assumption of TransEnergie’s business risk. 

b) Please explain the risks harbored by TransEnergie as they relate or complement to the risks harbored by the distribution and production sides of Hydro Quebec. Specifically, what kind of risk are each of the three business segments of Hydro Quebec exposed to and how is this risk shared/attributed to the three business segments. 
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