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1. Interrogatories respecting the RFP process

The following interrogatories intend to explore how the tendering will work and what will be the outcome, in terms of regulatory treatment.

Question 1.1:

Supposing the Régie accepts HQD’s submission to initiate an RFP as of January 15th, 2002, what would be, in HQD’s estimation, the schedule of the various RFP steps:

· filing of the bid document with the Régie;

· issuing of the call to tenders;

· reception of the registration forms;

· pre-bid conference;

· reception of the bids;

· opening of the bids;

· selection of the bids;

· announcement of the selected bids;

· preparation of the contracts;

· award of the contracts (Régie’s approval).

Question 1.2:

How many bidders does HQD expect will participate in the RFP under the proposed minimum requirements and selection criteria? State the names of the potential bidders and their potential supply option proposals.

Question 1.3:

What in HQD’s view would be a reasonable threshold for a successful RFP in terms of number of bidders and/or resource options offered? Would the non-crossing of that “threshold” not be an indication to HQD that the RFP rules (e.g. the Call for Tender and Award Procedure, the minimum requirements, the selection criteria or any other rule approved that might exclude potential suppliers) do not allow for the emergence of a truly competitive marketplace in the electricity generation segment? 

Question 1.4:

Under section 74.1(4°) of the Act, in a combination of various contracts with various suppliers, the one supplier “offering the required quantity of electric power may be invited to reduce the quantity offered without modifying the tendered unit price”. How will HQD determine which is this one incremental supplier whose electricity power offer crosses over the called-for power quantity, when various other combinations would also have been possible? Will HQD offer any justification to the Régie when requesting the approval of the contracts as to the choice of that particular supplier instead of another one?

Question 1.5:
Have some stakeholders (e.g. potential IPP tenders, large users with generating facilities) been consulted (formally or informally) for the determining of the products and quantities sought for in the 1,000 MW RFP or for any other issues pertaining to this proceeding?

If yes, indicate who those stakeholders are, whether or not they currently have generating facilities providing power to Hydro-Québec or self-generating units, and the kind of discussions that have been held between HQD and them. 

2. Interrogatories on exhibit HQD-2, Document 1

Question 2.1:

Table 1.1 (page 5) sets out the forecasted values for principal demographic, economic and energy inputs used by Hydro-Québec-Distribution in preparing its electricity demand forecast.  

a) Did Hydro-Québec-Distribution use the services of any external consultants or forecasting services in developing these demographic, economic and energy forecasts? If so, who, what role did they play and what forecasts did they provide if any?

b) Has Hydro-Québec-Distribution tested the reasonableness of their demographic, economic or energy input forecasts by comparing them with forecasts prepared by other parties (e.g. Government, private forecasting services, etc.)  ?  If so, please provide the results of any such comparisons?

Question 2.2:

Please provide whatever information/analyses Hydro-Québec-Distribution has supporting the assumption that electricity prices will increase at the same rate as inflation after 2004 (Reference:  HQD-2, Document 1, page 4, lines 21-23).

Question 2.3:

a) Please provide details (i.e., documentation, equations, etc.) regarding the methodology used by Hydro-Québec-Distribution to forecast future electricity requirements.

b) Please ensure there is sufficient detail to clearly indicate how the following factors are captured by the models/methodology:

a. Changes in electricity prices

b. Changes in the basic demographic and economic assumptions

c. Changes in the impact of energy efficiency programs – either new or existing.

c) Is this the same methodology that Hydro-Québec has used in previous years and was discussed during the latest Transmission tariff hearing (HQT-4, Document 2 of R-3401-98)?

d) If yes, have any changes been made to address the apparent tendency of the methodology to over-forecast future requirements (exhibit HQT-4, Document 2.5.1 of R-3401-98 referred to in HQD’s evidence)?

e) If no, what analysis was undertaken to test the accuracy of the methodology?

Question 2.4:

With reference to the economic forecast prepared a year ago for the Transmission Tariff Application (HQT-4,Document 2, page 15):

a) Please explain why the short-term forecasted increases (i.e., 2002-2003) in inflation and disposable income are higher in this Application than in the Transmission Application.

b) Please explain why the forecasted prices for oil and natural gas are higher than those prepared last year.

Question 2.5:

Please explain why there is no forecasted increase in the load reductions attainable through the dual-fuel residential program (tariff DT) after 2002-2003 (Reference:  HQD-2, Document 1, Table 2.5).

Question 2.6:

Please clarify what the “usage interne” referred to in Table 2.6 is and why it is not captured in the initial load forecast?

Question 2.7:

a) Please provide the demographic, economic and energy assumptions underlying the various scenarios developed in HQD-2, Document 1, Annexe 1B?

b) Please indicate Hydro-Québec-Distribution’s assessment of the risk that the various scenarios presented in Annexe 1B will occur?  For example, what is the probability that the load for 2007 (under normal weather conditions) will:

a. Exceed the 182.2 TWh attributed to the strong scenario

b. Exceed the value associated with the mid-strong scenario

c. Be less than the value associated with the mid-weak scenario?

d. Be less than the 157.5 TWh value associated with the weak scenario

Question 2.8:

Hydro-Québec-Distribution indicates that it considers the rate payer impact test (RIM), the total resource cost test (TRC) and the participant cost test (PCT) in evaluating the potential contribution of energy efficiency to reducing future demand (Reference:  Hydro-Québec’s Strategic Plan 2002-2006, pages 168-169).
a) Which test (i.e. the RIM or TRC) was used to establish the economics associated with the 6 TWh/annum (Reference:  HQD-2, Document 1, Annexe 1A, page 3, lines 11-12)?

b) Is it reasonable to assume that energy efficiency programs introduced after 2005 will have no impact on the level of power provided to Hydro-Québec-Distribution by the Heritage Pool, but rather impact entirely on the requirements for new contracted supplies?

3. Interrogatories on exhibit HQD-2, DOCUMENT 2

Question 3.1:

Based on Hydro-Québec-Distribution’s Supply Plan, the electricity requirements of its customers will be met by supplies from both the Heritage Pool (owned/operated by Hydro-Québec Production) and, potentially, suppliers other than Hydro-Québec-Production by 2006/2007.

Who will be responsible (e.g. Hydro-Québec Production, Trans-Energie or Hydro-Québec-Distribution) for the determining which facilities (sources of supply) are to be dispatched in real-time to meet these electricity requirements and determining which facilities will be designated to provide the complementary services as described in HQD-2 doc. 2 Annexe 2B lines 3-19?

Question 3.2:

The Government of Québec’s Order-in-Council (HQD-2, Document 2, Annexe A) outlines the characteristics of the Heritage Pool in terms of the MWs of load that will be served in each hour of the year – from the highest load available to the lowest load available.

How will the party responsible for dispatching facilities to meet load requirements on a hour to hour basis in real time know how much of the demand is to be presumed supplied by the Heritage Pool in each hour and, therefore, how much to direct other contracted suppliers to provide?  

Worded another way, suppliers under contract to Hydro-Québec-Distribution must be dispatched to meet load on an hour to hour basis in real time.  How will the amount required to be supplied by these other suppliers be determined by the system dispatcher?

Question 3.3:

It is our understanding that Hydro-Québec-Distribution (HQD-2, Document 2, page 5) has first call on the existing interruptible contracts and on any new interruptible load contracted for.

a) Please confirm if this understanding is correct.

b) Please indicate the MWs of interruptible load currently under contract.
c) Please indicate the MWs of load reduction that is estimated would occur as a result of interrupting the load under contract.
d) Please confirm that all rate discounts/rebates payable to interruptible customers are “paid” by Hydro-Québec-Production – unless Hydro-Québec-Distribution decides to utilize the contracts for its own purposes.
e) Please indicate the annual cost (in terms of monthly rate discounts – prior to any rebate arising as a result of actual interruptions) associated with the interruptible load currently under contract.
f) What is Hydro-Québec-Distribution’s estimate of the potential additional interruptible load (Reference:  HQD-2, Document 2, page 5, line 4)?

g) How much would this potential change if the monthly rate discount was increased  by 50%?

Question 3.4:

a) Is Hydro-Québec-Production responsible for providing the reserves necessary to meet the NPCC requirements associated with the Heritage Pool loads (Reference HQD-2, Document 2, page 2, lines 6-14)?

b) If yes, please confirm whether Hydro-Québec-Distribution is only responsible for contracting for sufficient supply to ensure that the NCPP requirements are met for loads in excess of the Heritage Pool?

c) If no, please explain what NPCC requirements Hydro-Québec-Distribution is responsible for addressing.

Question 3.5:

Similarly, please confirm if Hydro-Québec-Production is responsible for providing all of the complementary services associated with the Heritage Pool load and supporting generation and, as a result, Hydro-Québec-Distribution only needs to contract for additional supply to provide the complementary services associated with load in excess of the Heritage Pool (Reference:  HQD-2, Document 2, Annexe 2B, page 1)? 

If this is not the case, please explain what complementary service Hydro-Québec-Distribution is responsible for.

4. Interrogatories on exhibit HQD-2, document 3

Question 4.1:

HQD-2, Document 1 (reference Table 2.5) indicates that the load forecast includes 880 MWs annually of load associated with the residential dual-fuel program.

a) Is this load served out of the Heritage Pool?

b) If not, why is there not adjustment shown in Table 1.1 (HQD-2, Document 3)?

Question 4.2:

Please explain why the maximum megawatt values reported in Graph 1.2 and Table 1.2 are the same for the years 2005, 2006, 2007 and 2011 – but different for the intervening years 2008-2010.

Question 4.3:

With reference to Graph 1.2, please explain why the incremental loads in the summer are higher in the initial years (i.e. 2005-2009), but the incremental winter loads are higher in the later years (i.e. 2010 and 2011).

Question 4.4:

With reference to Table 1.2, please explain why the load factor for the incremental load (in excess of the Heritage Pool) is increasing over the forecast period.  In particular, please explain why the load factor at the end of the period exceeds the overall load factor for Hydro-Québec-Distribution’s total requirements.

Question 4.5:

With reference to Table 1.4, please provide Hydro-Québec-Distribution’s estimate as to the probability that the incremental load requirements (in excess of the Heritage Pool) will exceed:

a) The 1,670 MWs associated with the mid-strong scenario and normal climate conditions.

b) The 3,040 MWs associated with the strong scenario and weather variations of one-standard deviation.

Question 4.6:

Please provide greater details (i.e., names of possible suppliers and potential volumes, etc.), other than Hydro-Québec-Production, that Hydro-Québec-Distribution would see being able to contract with over the 2004-2005 time horizon (reference: HQD-2, Document 3, page 12).

Question 4.7:

a) Does Hydro-Québec-Distribution consider interruptible contracts with customers to be a viable alternative means of providing peaking service – provided interruptions are limited to 300 hours or less per year (reference:  HQD-2, Document 2, page 14)?

b) When will Hydro-Québec’s new real time interruptible pricing option be presented to the Régie?

Question 4.8:

Apart from cost minimization and provision of reliable service, were any other goals/objectives considered in the development of the proposed supply strategy (Reference:  HQD-2, Document 2, page 15)?

Question 4.9:

With respect to the import capability of Hydro-Québec’s inter-ties with other jurisdictions (reference:  HQD-2, Document 3, pages 16-17 and Annexe 3C):

a) Please confirm that the 20 TWh (5 TWh on-peak and 15 TWh off-peak) is the technical import capability associated with the 5,510 MW of interconnection that will be in place for 2006-2007 (i.e. assuming generation supplies were available to import).  If this is not the case, please indicate what the 20 TWhs represents.

b) Please break the 20 TWh down by the various existing and new interconnection points shown in Annexe 3C, page 1.

c) Please explain any major differences (i.e. greater than 10%) between the average MW of imports associated with each point (based on the results of (b)) and the maximum import potential reported for 2001 on page 1 of Annexe 3C.

d) Please confirm that the 10 TWh referenced in Document 3, page 16 reflects Hydro-Québec-Distribution’s estimate of the additional generation currently in-service and available in other jurisdictions for export to Québec.

e) Please indicate the TWhs of import capacity that Hydro-Québec-Production relies upon to ensure supply of the Heritage Pool (reference:  Annexe 3C, page 3).

f) What steps (i.e. approval required, parties involved, commitments, timeframe) would be involved in:

a. Expanding the capacity on an existing inter-tie

b. Constructing a new inter-tie?

Question 4.10:

With reference to the reserve margin requirement of 15% discussed in Annexe 3D, page 2, please indicate which of the following factors/uncertainties the 15% is intended to cover:

· Allowance for generation equipment breakdowns/non-delivery by suppliers,

· Allowance for load forecast uncertainty due to changing economic conditions,

· Allowance for load forecast uncertainty due to variations in weather conditions.

Question 4.11:

Please explain why the incremental MWs of load over and above those to be met by the Heritage Pool reported on page 3 of Annexe 3D differ from the values reported in Table 1.4 of Document 3 (page 9).

Question 4.12:

Please explain why the strategy calls for 400MWs of reserves, when the additional reserve requirements shown on page 3 of Annexe 3D range from 20 MWs in 2006/2007 to 200 MWs in 2010-2011.  Are the reserves planned for under the strategy greater than those required to meet NCPP standards?

Question 4.13:

Document 3, page 19 suggests that the 400 MW is not really adequate for 2006-2007.  What is Hydro-Québec-Distribution’s view as to the MWs of reserve required during for this period?

Question 4.14:

Please explain why Hydro-Québec believes that 1,200 MW of reserve are required in the short term to address load forecast uncertainties (Document 3, page 33, line 9); while only 400 MW is required in the longer term.

Question 4.15:

With respect to Annexe 3B, please indicate what parties, other than Hydro-Québec-Production, are likely to develop hydraulic or gas-fired generation within the province of Québec for 2006-2007.

Question 4.16:

Annexe 3B describes the timeframes for developing typical hydraulic and gas-fired generation facilities with a view to demonstrating that they both can be completed within the 2006/2007 timeframe to meet new requirements.

Are there other potential sources/new generation projects that could be developed in Québec but would require a longer timeframe than 66 months? What are those sources or projects and their typical timeframe?

Question 4.17:

HQD-2, Document 3 (page 11, line 12) indicates that one of the objectives driving its supply planning strategy is to minimize costs.

a) Please clarify how Hydro-Québec-Distribution defines “costs” within this context.

b) In those instances where cost minimization does not necessarily result in the lowest long term electricity rates – is “cost minimization” still the over riding objective?

Question 4.18:

HQD-2, Document 3 (page 21, lines 5-9) suggests that obtaining 400 MW of additional capacity reserves could reduce the dependence on short-term purchases in 2007 to 8-9 TWh.

a) Which of the load growth scenarios shown in Table 1.3 (page 8) does this requirement relate to?

b) What would the sources of the 8-9 TWhs of short-term purchases be (i.e. how much from Hydro-Québec Production, from Quebec-based suppliers and from imports)?
c) How much capacity (in TWhs) does Hydro-Québec Production currently have on an annual basis to make available for short-term purchases?

d) If the response to (a) is other than the strong scenario & weather effects of one positive standard deviation, please indicate how Québec-Hydro would meet load requirements of 20.8 TWhs in 2007 (i.e. how much from new contracted supply options, how much from short-term purchases, etc.).

e) What is the maximum incremental demand (both MWs and MWhs) that Hydro-Québec-Distribution believes it would be able to meet under the proposed supply plan for 2007, when short-term supply options and interruptible contracts are also taken into account?  Again, please indicate in the response the contribution (in terms of MWs and MWhs that would be made by supply contracts, short-term purchases from Hydro-Québec-Production, short-term imports, interruptible power customers, etc.

5. Interrogatories on exhibit HQD-2, document 4

Question 5.1:

Please describe the financial criterion that will be used to assess the cost of electricity (Reference:  HQD-2, Document 4, page 14) and the basic assumptions (e.g. will the evaluation be done on a net present value basis and, if so, what discount rate will be used).
Question 5.2:

Will the “cost of electricity” criterion (Document 4, page 14) include any consideration of the cost of the options under the alternative operating modes/in-service dates that may be required to address the uncertainty associated with future electricity requirements?
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