R-3401-98

Demande révisée relative à la modification des tarifs de transport d’électricité

RÉPONSES DU RNCREQ 
À LA DEMANDE DE RENSEIGNEMENTS NO. 2 D’HYDRO-QUÉBEC

29 mars 2001

Hydro-Québec Question 1.1:

1. Contexte : Réponse à la question initiale 4.2 d’Hydro-Québec

(…) Please rephrase the question.

Question 1.1 : Nous comprenons du contrat du service de transport qu'il doit y avoir cohérence entre la formule décrite à l'article 34 et le montant indiqué à l'annexe H. Ce n'était pas le cas à ce jour puisque le contrat actuel indique un montant de 2 260 M$, qui n'inclut pas la partie du coût du service de transport assumée par les clients point à point long terme (voir HQT-13, document 1, page 128), ce qui implique une sous-facturation par le transporteur.

Dans ce contexte, n'est-il pas exact de dire que les deux propositions suivantes sont équivalentes:

i) modifier l'article 34 pour enlever les quantités relatives aux réservations point à point et mettre dans l'annexe H le montant des revenus requis nets des revenus associés à ces réservations (proposition d'Hydro-Québec); 

ii) maintenir l'article 34 et modifier l'annexe H pour inclure les revenus requis annuels totaux du transporteur (votre proposition) ?

[We understand from the open access tariff that there should be coherence between the formula described in s. 34 and the amount in Attachment H.  This has not been the case until now, since this amount in Attachment H is $2,260 M, which does not include the part of the cost of service borne by long-term point-to-point customers (see HQT-13, doc. 1, page 128), which implies under-recovery.

In this context, is it not true that the two following proposals are equivalent:

i) modify s. 34 to remove the quantities related to point-to-point reservations and put in Attachment H the revenue requirement net of the revenues associated with these reservations (Hydro-Québec’s proposal);

ii) maintain s. 34 and modify Attachment H to include the total annual transmission revenue requirement (your proposal)?

Response 1.1:

If the table you cite (HQT-13, doc. 1, page 128) is indeed an accurate representation of the way that the figure in Attachment H was derived in 1997, then it is true that the application of the procedure described in s. 34 would lead to under-recovery of the revenue requirement.  It would be quite surprising, however, if Hydro-Québec had voluntarily adopted, and the government of Québec approved, a tariff which systematically and inevitably leads to revenue shortfall.  Documentary evidence from that period demonstrating how this figure was actually derived is in our view necessary to support this affirmation.

If such a demonstration can be made, then it is indeed necessary to modify either the way the figure in Attachment H is derived, or the methodology of s. 34.  

While each of the two proposals you describe would accomplish this goal, they are not equivalent.  Since Hydro-Québec’s proposal bases network charges on projections of point-to-point revenues, there is a real possibility of over- or under-collection.  Indeed, Hydro-Québec’s proposal to base network charges on historical point-to-point revenues, averaged over several years, leads to almost certain over-collection, because a) total reservations have increased steadily over time, and b) average discounts have decreased.  Annual true-ups (fermeture réglementaire) would thus be necessary to ensure that any over-collections are returned to the consumer.

What you described as “our proposal” is not ours but FERC’s, announced in Order 888, written into the pro forma tariff, and used by most transmission-owning utilities in the U.S.  (It is also Hydro-Québec’s, in that it is written into reg. 659, which was duly adopted by Hydro-Québec’s Board of Directors and approved by the Government of Québec.)  Under this approach, network charges are based not on historical point-to-point revenues, but on the network user’s share of monthly peak demand (including firm point-to-point reserverations), making unnecessary the forecasting of point-to-point or revenues.  Annual true-up is thus also largely unnecessary, because the way charges are calculated on a monthly basis leaves very little room for over- or under-collection.

We therefore recommend, looking forward, that Attachment H be amended to reflect the total transmission revenue requirement, and that s. 34 (and the related definitions) remain unchanged.
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