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   L'AN DEUX MILLE CINQ, ce vingt et unième (21e) jour

   du mois de novembre :

   PRÉLIMINAIRES

   LE PRÉSIDENT :

   Bonjour à tous.

   LA GREFFIÈRE :

   Protocole d'ouverture. Audience du vingt et un (21)

   novembre deux mille cinq (2005), dossier R-3549-

   2004 phase 2, demande révisée relative à la

   modification des conditions des services de

   transport d'Hydro-Québec. Poursuite de l'audience.

   LE PRÉSIDENT :

   Alors, toujours à l'affût de bonnes nouvelles pour

   commencer la matinée, je me tourne évidemment vers

   maître Morel.

   Me F. JEAN MOREL :

   Nous avons eu un bon week-end. Vous cherchiez des

   bonnes nouvelles. Autrement, non pas pour

   l'instant, mais on y travaille.

   LE PRÉSIDENT :

   J'en suis persuadé. Alors, vous nous tiendrez au

   courant. Ce qui nous amène donc ce matin à la

   preuve d'Option consommateurs. Donc, Maître

   Lussier, je vous prête la parole.

                   _________________
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   PREUVE D'OPTION CONSOMMATEURS

   Me STÉPHANIE LUSSIER :

   Bonjour, Monsieur le Président, Messieurs les

   Régisseurs. Stéphanie Lussier pour Option

   consommateurs. Avant de procéder à l'assermentation

   du témoin, j'aimerais coter le rapport d'expert

   daté du dix-sept (17) octobre (sic) deux mille cinq

   (2005) rédigé par monsieur William Harper, qui a

   été déposé pour Option consommateurs comme pièce

   OC-1.

   OC-1 :  Rapport de monsieur William Osborne Harper

           daté du 18 octobre 2005.

   Et également les réponses d'Option consommateurs à

   la demande de renseignements d'Hydro-Québec

   TransÉnergie qui est déjà au dossier, mais que nous

   coterons comme pièce OC-2. Alors, j'aimerais qu'on

   procède à l'assermentation du témoin.

   OC-2 :  Réponses d'Option consommateurs à la

           demande de renseignements d'Hydro-Québec

           TransÉnergie.

                   _________________
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   (8 h 35)

   IN THE YEAR TWO THOUSAND FIVE, this twenty-first

   (21st) day of November, PERSONALLY CAME AND

   APPEARED:

   WILLIAM OSBORNE HARPER, energy consultant,

   Econalysis Consulting Services, 34 King Street

   East, Toronto (Ontario);

   WHO, after having made a solemn affirmation, doth

   depose and saith as follows:

   Me STÉPHANIE LUSSIER :

   Avant de procéder avec la présentation de monsieur

   Harper, nous aimerions que le Banc reconnaisse son

   statut d'expert en allocation des coûts et en

   structure tarifaire.

   LE PRÉSIDENT :

   Des questions de votre part?

   Me F. JEAN MOREL :

   Aucune question. Merci bien.

   LE PRÉSIDENT :

   Alors, y a-t-il contestation de la part de

   quelqu'un dans la salle? Non. Alors, à ce moment-

   là, monsieur Harper, la Régie recognizes you as an

   expert on cost allocation and rate structure.

   Alors, à vous.
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   EXAMINATION BY Me STÉPHANIE LUSSIER:

Q. [1] Mr. Harper, good morning.

   Mr. WILLIAM O. HARPER:

A. Good morning.

Q. [2] Thank you for being here with us this morning.

   I would like you to turn to the evidence you filed

   on behalf of OC dated October eighteenth (18th),

   seventeenth (17th), two thousand and five (2005),

   do you have it?

A. Yes, I do.

Q. [3] Your evidence is filed with the Régie as OC-1,

   can you confirm that the evidence was prepared by

   yourself?

A. Yes, it was.

Q. [4] Are there any corrections you would like to

   bring to your evidence?

A. There are two small corrections I'd like to make.

   The first is on page 16, if you go to the very

   bottom of that page which is lines 26 and 27, "Nova

   Scotia" should actually be replaced with "New

   Brunswick". So, the sentence would read:

                Such an approach would be consistent

                with the practice in Ontario and New

                Brunswick.

   The second correction would be on page 54 and
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   there, would be with respect to footnote 162 where

   the rate of "$74.79" which is quoted there should

   actually be "$74.85". With those two corrections, I

   adopt the evidence as presented.

Q. [5] So, do you accept your report as being your

   written testimony in the present file?

A. Yes, I do.

Q. [6] Also, can you confirm that the document filed

   in response to the information request from HQT was

   prepared by you and is accurate to the best of your

   knowledge?

A. Yes, I can.

Q. [7] Mr. Harper, could you, please, outline the

   purpose of your evidence?

A. Yes. I was retained by Option Consommateurs to

   review Hydro-Québec transmission tariff proposal

   for two thousand and five (2005) and provide

   evidence that would assist both the OC and the

   Régie in understanding the cost allocation and rate

   design issues associated with the application.

Q. [8] And what are your overall conclusions regarding

   HQT's two thousand and five (2005) tariff

   proposals?

A. I think it would be useful if I broke my comments

   down into four areas.
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            The first would be the HQT's cost

   allocation methodology prepared at the direction of

   the Régie following the last case.

            The second would be the Transmitter's

   proposed transmission service pricing methodology

   that it has used to design the rates for firm

   service that is native load and long-term point-to-

   point service.

            The third would be Hydro-Québec

   transmission proposals regarding short-term point-

   to-point service and the fourth would be their

   proposal with respect to ancillary service rates.

           With respect to cost allocation which was

   the first item on my list, I think it would be

   probably useful if we segment the comments there

   into the three standard steps that are followed

   through a cost allocation methodology, namely,

   functionalization, classification and allocation.

           In terms of functionalization which is

   really the step involved in separating the revenue

   requirement into the various functions or

   activities performed by the transmission service

   provider. The six functions proposed by the

   Transmitter here, namely, generation, connection,

   network, customer connection, interconnections,
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   support and control centre are reasonable. They

   reflect practice elsewhere and they're consistent

   with the direction that the Régie gave to the

   Transmitter following the first tariff application.

           However, I do have some issues with respect

   to the assets that the Transmitter has assigned to

   each of these functions and some concerns about the

   procedures HQT has used when it comes to assigning

   the cost to those functions.

Q. [9] Could you outline for us what your specific

   concerns are regarding how HQT has assigned its

   assets to the various cost allocation function?

A. Yes. My conclusions can be found on page 68 of my

   evidence and my first concern is with respect to

   the treatment of Churchill Falls connection.

           In response to the Régie direction that it

   be treated separately from other interconnections,

   HQT has created a separate sub-function within the

   overall interconnections function. I believe the

   difference being the Churchill Falls connection,

   and other interconnections is much more fundamental

   and that in reality Churchill Falls connection is

   better characterized as a generation connection

   asset. However, as long as the cost of Churchill

   Falls are segregated so they can be correctly
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   allocated later on it really isn't critical what

   function there in if you got them separated out and

   isolated.

           Second, Hydro-Québec Transmission has

   chosen to assign the transmission assets that

   transport power from remote locations primarily in

   Northern Québec to the Southern transmission grid

   as part of their network function. Practice in

   other jurisdictions such as B.C. and Manitoba is to

   treat such assets as being generation related. In

   Hydro-Québec Transmission's case, whereby statute,

   they are considered part of the transmission

   system, it will be appropriate to include them in a

   generation connection function. Again, the

   implication of this depends on how the cost of the

   various functions are to be allocated to customers.

           Third, in principle the customer

   connections should include the radio high-voltage

   lines that connect the step-down stations serving

   the Distributor as well as those connecting the

   individual high-voltage customers.

           And finally, I believe, the control centre

   function should be maintain and subsequently its

   costs should be allocated uniquely from those for

   the support function.
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Q. [10] Could you indicate to us what your conclusions

   are regarding how HQT proposes to allocate its

   revenue requirement to these various functions?

A. Yes. And first, I'd like to point out, I really

   didn't approach this question from first

   principles. Given that both Hydro-Québec

   Distribution and Transmission businesses are asset-

   based and that, when you look at the revenue

   requirement components, they're very much the same

   for the two businesses, I felt a good starting

   point would be to look at how the cost allocation

   methodology employed by the distribution business,

   which has been reviewed extensively by the Régie,

   compared with that proposed by the Transmitter.

           Furthermore, HQT was quite helpful in terms

   of the responses they gave to OC's information

   request and provided a fairly comprehensive

   comparison of the methods used by the two

   businesses.

           In comparing the two, there are only a few

   areas where the Transmitter's proposal differs from

   those proposed by the Régie for the Distributor.

   Some of the differences are due to the level of

   detail that's available to the Transmitter as

   opposed to what was available to the Distributor.
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   In some cases, the Transmitter does not have the

   same level of detail data that the Distributor had

   and this can be seen in their allocation of

   inventory cost and in my view, the additional

   effort that would be required for them to get that

   detail probably isn't worth the effort, and the

   proposal that they've made is satisfactory.

           In other areas, such as the allocation of

   O&M cost, the Transmitter actually has better data

   than what HQD had and that can be used and should

   be used in the allocation of those costs.

           There are, however, a couple of areas where

   there are differences and the data is readily

   available to adopt a more refined approach such as

   that used by the Distributor and approved by the

   Régie.

           The first of these is with respect to the

   allocation of working cash component of the rate

   base and the second is the assignment of the

   amortization of other expenses. For both of these

   items while the dollars involved are small, the

   effort required to improve the allocation would be

   minimal since the date required is available and is

   actually already used elsewhere in the cost

   allocation methodology.
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Q. [11] Now, the second step in cost allocation is

   classification. Could you outline your conclusions

   regarding HQT's proposal to classify transmission

   cost as all demand-related?

(8 h 40)

A. Generally, HQT's proposal to classify all its

   transmission costs as demand-related is reasonable.

   It is also consistent with practice elsewhere.

   There are, however, a couple of possible

   exceptions. The first has to do with the treatment

   of generation connection assets. As noted on page

   14 of my evidence, for many utilities, these assets

   are not included as part of transmission for

   purposes of setting transmission rates; rather,

   they are considered as part of generation assets.

           This begs the question as to whether a

   portion of the generation connection assets should

   be classified as energy-related, just as a portion

   of generation costs are usually classified as

   energy-related. In principle, the answer is

   probably yes; however, there is no generally

   accepted way of classifying generation costs as

   demand versus energy-related.

           For illustration purposes, the Transmitter

   has presented the allocation results assuming costs
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   were classified based on load factor, and that's

   found in HQT-3, document 7. The impacts from the

   costs allocated to each of the two services is

   minimal -- less than half of one percent (0.5%). As

   a result, it would not appear to me to be

   worthwhile to engage in the theoretical debates and

   also time consuming debates that would rise from

   deciding to treat a portion of this cost as energy-

   related, and I think continuing to treat them all

   as demand-related is probably reasonable this time.

           The second possible exception is with

   respect to the control centre costs. HQT's

   methodology simply pro-rates these costs over the

   total costs associated with the two firm services,

   that is native load and long-term point-to-point

   service. However, this approach fails to recognize

   that the control centre and the associated OASIS

   system also support the short-term point-to-point

   services.

           The cost allocation methodology I proposed

   on pages 44 and 45 of my evidence calls for a

   portion of these costs to be allocated to short-

   term point-to-point service, and netted out with

   the short-term point-to-point service revenues that

   we used to allocate, that would be allocated in use
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   to reduce the revenues required from native load

   and from long-term point-to-point service.

           In my evidence therefore, I propose that

   the control centre should be classified also as

   energy-related so that a portion of the costs can

   be assigned to the short-term point-to-point

   service. In my mind, the rationale for this is that

   energy better reflects the level of activity that

   each of these transmission services that HQT offers

   imposes on the control centre overall.

Q. [12] Now, the third and final step in cost

   allocation is the allocation of the costs to

   services. What are your conclusions regarding HQT's

   proposals in this area?

A. My conclusions here cover three areas. The first

   is, what is the appropriate measure of demand to be

   used in cost allocation; the second is the overall

   treatment of the short-term point-to-point service

   in the cost allocation; and the third is the

   specific allocation factors that have been used by

   HQT for each function.

Q. [13] Could you first address the question of demand

   measure that should be used for cost allocation?

A. Yes. HQT proposes to use the 1-CP, that is each

   service's demand at a single point in time during
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   the year when the demand placed on the system by

   all services is expected to be the highest. In

   contrast, I would recommend that the Régie adopt a

   3-CP approach, that is the average of each

   service's maximum demands in the three months of

   the year when the overall system requirements are

   the highest.

           In HQT's case, these three months would be

   January, February, and December. I have three basic

   reasons for this recommendation. The first is that

   both regulatory precedent and utility precedent in

   this area provides really no direction or insight

   as to when 1-CP, or 3-CP, or even 12-CP should be

   used. As Dr. Orans noted, while the tests used by

   FERC can be used to rule out the 12-CP method, the

   tests are by no means definitive when it comes to

   choosing between 1-CP or 3-CP. However, 3-CP seems

   to be much more common practice than the 1-CP

   method.

           Furthermore, if we look beyond just the

   FERC and look at regulatory practice elsewhere, it

   really unfortunately provides no guidance either,

   and actually, it tends to muddy the water a little

   bit further. At the State level in the U.S.,

   regulatory practices in the past for allocating
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   demand costs for seasonal peak in utilities seem to

   have adopted 1-CP, 3-CP, or even 12-CP with an

   equal level of regularity, so you can't say that,

   when it comes to setting retail rates, how are the

   allocated transmission costs, there is one

   particular method that seems to be bubbling to the

   top for a seasonal peak in utilities.

           Turning to Canada, while the 1-CP method is

   used most frequently to allocate transmission costs

   for retail-rate determination, the 12-CP is the

   most common practice when it comes to allocating

   costs for transmission-rate determination. So

   again, there is a, there is no clear consistency of

   practice. Given this lack of consistency, prudence

   in my mind would suggest a middle-ground approach,

   as represented by the 3-CP method.

           My second reason has to do with HQT's

   overall circumstances. While, as Dr. Orans has

   noted, the coldest day of the year most frequently

   occurs in January, it can also fall in any of the

   three months, December through to February. Also,

   the relative values of the transmission system

   peaks in the three months are fairly close to each

   other, and I have noted from the evidence filed

   that the maximum winter utilization of the
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   transmission system has occurred over the past four

   years at least once in each of those three months.

           Finally, since the 3-CP method is based on

   average peaks over three months, it should tend to

   be more stable over time than, over year to years

   than one that is based on just the 1-CP method.

   Based on all these considerations, I think it would

   be prudent for the Régie to adopt the 3-CP approach

   for allocating transmission costs.

Q. [14] Could you elaborate on what the role of

   stability is in relation to cost allocation and

   cost-tracking?

A. Yes. While I agree that cost-tracking is the

   primary objective with respect to cost allocation,

   when the choice is unclear, or when the call is

   getting fairly close in terms of what should the

   choice be between two alternatives, then secondary

   considerations such as stability and ease of

   overall implementation come into play.

           And as I understand it, Hydro-Québec

   Transmission has indicated it would be filing

   transmission revisions more frequently in the

   future, and as a result, stability of results year

   over year is likely to be more important in the

   years to come that it has in the past.
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Q. [15] Mr. Harper, we've heard HQT's witnesses say

   repeatedly, over the last week, that since they

   plan to meet the system peak, 1-CP is the only

   reasonable choice as an allocator. Could you please

   reconcile this with your recommendation for 3-CP?

A. Yes. First, I think it's important to note that all

   utilities plan their transmission system based on

   the maximum demand on their grid and even include

   an allowance for uncertainty in that, including

   those that use 3-CP as an allocation method, and

   even those that use 12-CP as an allocation method.

           Adopting 3-CP for purposes of cost

   allocation does not mean that Hydro-Québec

   Transmission would or even should change its

   planning criteria and expand its system to a lower

   level of expected demand. Rather, the question from

   a cost allocation perspective, or the questions

   are, when could that maximum demand possibly occur,

   and how do different customer classes contribute to

   demand during this period?

           On a forecast basis, the maximum demand for

   HQT is projected to occur in January. And as Dr.

   Orans has suggested in his evidence, the expected

   peak in the next month is some, in the next highest

   month is some four percent (4%) lower. However,
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   there is some uncertainty associated with such

   forecasts. Temperature referred drives HQT's peak,

   and while on a forecast basis, the temperatures are

   expected to the lowest in January, the coldest day

   of the year can occur in December, January, or even

   February as well. Therefore, these months could

   also prove to be the months where the system peak

   actually occurs.

           Looking at the actual loads for HQT's

   system, and this is just the native load, over just

   the past four years, the native load in February of

   two thousand and one (2001) was virtually the same

   as that in January, the difference was only point

   zero five percent (0.05%), which is sixteen

   megawatts (16 MW) on a total of over thirty

   thousand (30,000 MW). So in my mind, that is close

   enough to be virtually no difference between the

   two.

           As a result, it seems reasonable to

   consider the customer's loads in all three months

   when performing the cost allocation.

Q. [16] I would like you to now turn to the treatment

   of short-term point-to-point service in the cost

   allocation methodology.

A. In HQT's cost allocation methodology, short-term
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   point-to-point service does not attract any costs,

   and all the revenues from short-term point-to-point

   service are combined with the long-term point-to-

   point service revenues for purposes of comparing

   revenues and costs.

           This effectively means that all the

   benefits from short-term point-to-point service

   revenues are being credited to long-term point-to-

   point service, and none of the benefits flowed in

   native load service. In my view, this is

   inappropriate since the transmission system that

   the short-term point-to-point service is using was

   constructed with a view to serving both native load

   and long-term point-to-point service customers. It

   is also inconsistent with the way HQT treats such

   revenues in the derivation of its actual open-

   access tariffs, where the revenues are used to

   reduce rates for both native load and long-term

   point-to-point service.

           In my evidence, I propose that the benefit

   of short-term point-to-point service should be

   allocated to both native load and long-term point-

   to-point service. I have also suggested that for

   doing so, a portion the control centre costs should

   be allocated to short-term point-to-point service.
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           This would be similar to how integrated

   utilities treat revenues from export sales in their

   cost allocation, where the revenues are first

   reduced by the cost of making those exports and

   then the net benefit is allocated to customers.

Q. [17] Do you have any specific comments on how HQT

   actually allocates the costs of each function to

   services?

A. With respect to the network's and customer-

   connection functions, I agree in both cases with

   the approach used by HQT. I also agree with their

   proposal to pro-rate the support service costs over

   the two firm services, native load and long-term

   point-to-point service.

           However, my evidence does offer some

   suggestions regarding HQT's allocation of the

   generation connection costs, the interconnection

   costs, and the control centre function costs I've

   talked about already.

           In terms of the generation connection

   function, HQT's allocation is based on the

   megawatts under contract for long-term point-to-

   point service. And the maximum demand less the

   capacity of the Churchill Falls interconnection for

   native load demand.
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           Subtracting the value of the Churchill

   capacity from native load suggests that the

   capacity is used exclusively for native load, which

   is not necessarily the case. HQP exports power, and

   if you recall last week, there is really no way of

   knowing where that generation or which generation

   station it comes from before the power is

   ultimately delivered to one of the interconnects,

   say with the U.S. A better approach would be to

   allocate the generation connection costs based on

   the relative CP values for total native load and

   long-term point-to-point service.

           With respect to the cost of

   interconnections, I agree with HQT's proposal for

   Churchill Falls, which is to allocate it to both

   native load and firm point-to-point service based

   on demand. This parallels the approach I

   recommended for generation connection assets

   overall.

           In the case of the other connections, HQT

   proposes to recognize that they can be used both

   for imports and for exports, and splits the costs

   relatively forty/sixty (40/60) based on the

   relative import and export capability. I agree with

   HQT's proposal to assign all the costs attributed
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   to export capability to point-to-point service,

   since native load is not involved in using that

   export capability at all.

           However, I disagree with HQT's proposal to

   allocate the costs attributed to import capability

   all to native load service. Import capability can

   be used by point-to-point service customers seeking

   to wheel through from one interconnection to

   another. As a result, I propose that the costs

   attributed to the import capability should be

   allocated to both native load and the point-to-

   point service based on their 3-CP factors.

           Finally, with respect to the control centre

   costs, as I've mentioned earlier, my proposal is

   that they be allocated to all transmission

   services, that's native load, long-term point-to-

   point, and short-term point-to-point based on

   energy. Energy in my mind provides a better measure

   of the transactions that must be managed by the

   control centre and the OASIS system than demand

   does.

Q. [18] Now, I would like you to specify one element

   of the answer you just gave. You mentioned, with

   regard to generation connection costs, that a

   better approach would be to allocate those costs
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   based on the relative CP values. I would like you

   to clarify whether you are referring to 1-CP, 12-

   CP, or 3-CP.

A. Yes. It would be 3-CP. Overall, my view is, that's

   based on the comments I made earlier, it's that 3-

   CP should be used as opposed to 1-CP as, when you

   are looking for a demand measure to allocate costs

   of any of the functions.

Q. [19] Thank you. Overall, could you advise us as to

   the impacts of your proposals?

A. Okay. Unfortunately, I didn't have the data to

   determine the impact of implementing all of my

   suggestions. However, I have included at page 47 of

   my evidence a table there setting out the impact of

   implementing a number of the key recommendations,

   including the use of the 3-CP, the pro-rating of

   short-term point-to-point sales over native load

   and long-term point-to-point service, and the

   allocation of the control centre costs based on

   energy, and my proposed changes in the allocation

   of generation connection and interconnection

   function costs.

           Overall, the proposed changes lead to a

   reduction in the costs allocated to the native load

   relative to long-term point-to-point service, and
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   the results can be found in the table there.

Q. [20] I would like you to turn now to HQT's proposed

   methodology for pricing its transmission services.

   Do you have any comments or concerns about their

   approach?

A. HQT's proposal establishes the rates for native

   load and long-term point-to-point service following

   the approach set out in FERC's proforma open access

   transmission tariff. HQT's witnesses have described

   the methodology last week, and I don't see the need

   to go through it on a step-by-step basis at this

   point. Rather, what I would like to point out and

   comment on are three critical elements of the FERC

   methodology as applied to HQT.

           The first has to do with the treatment of

   the revenue from short-term point-to-point service,

   the second is the allocation factor used to split

   the required revenues between native load and long-

   term point-to-point service, and the third is the

   approach that would be taken to further allocate

   the costs assigned to native load should network

   service customers also emerge on HQT's system.

           With respect to the short-term point-to-

   point service revenues, HQT uses these to reduce

   the transmission revenue requirement to be
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   recovered from both native load and long-term

   point-to-point service. This is the same approach

   as recommended by the FERC and adopted by most

   transmission service providers. It appropriately

   recognizes that short-term service makes use of the

   transmission system that was planned and

   constructed to deliver the requirements of both

   native load and long-term firm customers.

           With respect to the allocation of the net

   transmission revenue requirement, Hydro-Québec

   Transmission allocates this between native load and

   long-term point-to-point service based on the 1-CP

   factor for each of these two services. The

   Transmitter's rationale for using 1-CP here is the

   same as the rationale put forward for using 1-CP in

   their cost allocation methodology.

           As I have noted earlier, I believe there

   are compelling reasons for using a 3-CP factor in

   the cost allocation methodology, and those reasons

   would also call for using a 3-CP factor in FERC's

   proforma open access tariff methodology.

Q. [21] And what would be the impact of adopting a

   3-CP as the allocator as opposed to 1-CP?

A. The use of the 1-CP, as proposed by the

   Transmitter, leads to an annual rate for long-term
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   point-to-point service which is slightly less than

   the current rate of seventy-two ninety-one per

   kilowatt (72.91/kW); I think the rate actually

   drops one penny down to seventy-two ninety per

   kilowatt ($72.90/kW), an increase in the cost of

   native load service by seven point three percent

   (7.3%).

           In contrast, using the 3-CP leads to an

   annual rate of roughly seventy-four dollars and

   eighty cents ($74.80), which is two point six

   percent (2.6%) higher than current rates. And at

   the same time, the cost of native load would

   increase by seven point two percent (7.2%) as

   opposed to seven point three percent (7.3%),

   assuming that the short-term rates, point-to-point

   rates were also adjusted to match the change in the

   long-term point-to-point rates.

Q. [22] Could you address the allocation of costs

   between native load network service customers?

A. Yes. This is somewhat of a theoretical exercise

   since currently, there are no network service

   customers in Quebec. However, under the proposed

   transmission service conditions, if such a customer

   were to arise, the cost currently attributed to

   native load service would be split between the two
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   based on the annual peaks of the two services.

           What is important here to note is that the

   sharing is not based on each service's 1-CP value

   as its contribution to the annual system peak, but

   rather on each service's maximum value, regardless

   of when the demand occurs. This type of demand

   measure is referred to as a non-coincident peak

   allocation factor since it does not look at the

   demand coincident with the transmission system's

   peak.

           Furthermore, since only the annual peak is

   looked at for each customer, the measure is

   commonly referred to as 1-NCP, since you are

   looking at just one demand point in each time

   frame.

Q. [23] Is it appropriate for HQT to use a different

   allocator or measure at this stage?

A. Yes, it is. At this stage, we are determining the

   actual costs or rates for Hydro-Québec

   Transmission's service categories. So we really

   move from what I would characterize as the cost-

   allocation phase to the rate-design phase. And at

   this stage, other factors come into play, and the

   resulting billing determinants are often different

   from the factors used in cost allocation.

   R-3549-2004 phase 2                      PREUVE D'OC

   21 novembre 2005

                         - 34 -

           Indeed, this can be seen in the

   transmission tariffs of other Canadian utilities,

   where three out of five with OATT style tariffs

   have a different parameter at this point than they

   use when they are allocating costs between long-

   term point-to-point service and native load.

           Having made this determination, the second

   question is whether or not 1-NCP is the preferred

   factor for assigning transmission costs to native

   load and network service customers. In my evidence,

   I have discussed a number of considerations,

   including stability, acceptability, and efficiency,

   which would suggest that either 12-CP or 12-NCP

   would be more appropriate.

           While I haven't indicated it in my

   evidence, I would suggest that of these two

   options, 12-NCP is the more appropriate approach.

Q. [24] I would like you to turn now to short-term

   point-to-point rates. Are HQT's proposals in this

   area appropriate?

A. First, it is important to separate their proposals

   into two categories. The first is HQT's proposal

   regarding the standard pricing for short-term

   service, and the second is the proposal introduced

   subsequent to the initial filing that permits
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   discounting from the standard rates for certain

   specific circumstances.

   (9 h)

           My evidence has dealt only with the

   standard pricing of short-term services and I have

   not given any detail consideration to Hydro-Québec

   transmission's discounting proposals.

           With respect to the standard pricing of

   short-term service, HQT follows the approach

   prescribed by FERC in its proforma tariff as well

   as FERC's appellation pricing methodology. This

   approach is reasonable and a generally accepted way

   for developing the rates for firm and non-firm

   monthly, weekly, daily and even hourly service, all

   of which should be derived from the firm long-term

   rate and I believe they're appropriate.

Q. [25] How do the rates and revenues derived for

   native load and long-term point-to-point service

   compared with the results of your proposed cost

   allocation methodology?

A. I presented a comparison on page 61 of my evidence

   at table 8. Here one can see that the revenues

   assigned to native load service, even when

   determined based on 3-CP, exceed allocated cost by

   roughly three percent (3 %). In contrast, long-term
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   point-to-point service revenues are significantly

   less than their allocated cost.

Q. [26] What would be your suggestions to the Régie

   given these differences?

A. First, it's important to recall that the cost

   allocation results I calculated do not include all

   of my proposed changes in HQT's methodology. In

   particular, they don't reflect the recommendation

   that radiolines connecting to the transformation

   serving the Distributor be categorized as customer

   connection and actually allocated to the

   Distributor. As a result, my first suggestion would

   be for the Régie to direct HQT to file with its

   next application, an up-dated cost allocation study

   reflecting the impacts of all the changes that the

   Régie decide should be made to the methodology.

           Second, the role and the significance of

   long-term point-to-point service appears to be

   changing. Indeed, unless new contracts emerged,

   there will be only forty-five megawatts (45 MW) of

   contracted long-term point-to-point service after

   two thousand and five (2005) as opposed to current

   four hundred and five megawatts (405 MW) under

   contract. This is another reason for caution at

   this stage. HQT's next rate application should
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   provide better insight into the ongoing relevance

   of long-term point-to-point service. As a result, I

   would suggest that the Régie not make any

   adjustments to the rates based on the results of

   the cost allocation methodology at this time.

   Whatever the Régie should provide one, should want

   to provide direction on how the cost allocation

   should be performed in terms of what methodology

   should be, 2) should required an up-dated analysis

   to be filed at the next transmission hearing and 3)

   direct HQT to report at that time on the future

   prospects for long-term point-to-point service.

Q. [27] Could you, please, comment on HQT's proposal

   regarding ancillary services?

A. There are three aspects to their proposals. The

   first is the up-dating of the generation-based

   services to reflect current generation costs. The

   second is the proposed introduction of an energy

   imbalance for receipt imbalances as well as the one

   they have now for delivery imbalances and third, is

   the extension of the frequency control spinning

   reserve and non-spinning charges to all point-to-

   point services not just those where the delivery

   point is located in the Québec control zone. All

   three proposals, in my view, are reasonable. The

   R-3549-2004 phase 2                      PREUVE D'OC

   21 novembre 2005

                         - 38 -

   only observation I have is that the derivation of

   the energy imbalance rates should be adjusted to

   reflect the current estimated loss back to seven

   point five percent (7.5%) as opposed to the eight

   point six four percent (6.84%) use in the original

   application.

Q. [28] Does that conclude your summary of your

   evidence?

A. Yes, it does.

Q. [29] If that's the case, then I'd like you to

   comment on one more issue before we finish. There

   has been some discussions last week regarding the

   practices in British Columbia with respect to

   setting transmission rates and discounting

   policies. I noticed from your C.V. that you were

   also involved with the B.C.U.C.'s review of the

   tariff proposal put forward by the British Columbia

   Transmission Corporation. Do you have any comments

   about the applicability of what was adopted there

   to the Québec situation?

A. Yes, I think, three comments I'd like to offer to

   the Régie. The first is that B.C.T.C.'s pricing

   formula that is the British Columbia Transmission

   Corporation's pricing formula for allocating

   revenue responsibility between network service and
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   long-term firm point-to-point service, is different

   than the standard FERC OATT in a number of respects

   some of which are offsetting. For example, I think

   you've heard about how they use generation capacity

   to determine the allocation of cost which tends to

   reduce the long-term point-to-point service rate.

   On the other hand, they allocate the benefits from

   short-term point-to-point service only to native

   load and none of those benefits get allocated to

   long-term point-to-point service.

           I think the conclusion to be drawn, it

   would be inappropriate to cherry pick particular

   aspects of their methodology without understanding

   how the whole thing works together, I think it

   would be inappropriate to take one particular and

   say we have a precedent here without realizing that

   that's part  of an overall package.

           Second, B.C.T.C. and B.C. Hydro operate in

   a totally different market than do HQP and HQT here

   in Québec. B.C.T.C. is part of a direct path and in

   fact the only path between two fairly active

   markets that is Alberta and the Northwest U.S. The

   opportunities and the actual use of the B.C.T.C.

   system for wheel-through are substantial and there

   is a substantial amount of wheel-through that takes
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   place. On the other hand, Québec is not in that

   same situation, as I understand there is really a

   minimal amount of wheel-through that goes through

   here primarily because of the geographic

   circumstance that Québec finds itself in.

           Third, and in my mind most importantly, the

   industry structure in B.C. is fundamentally

   different in terms of how it treats Heritage assets

   and who benefits from export sales.

           In B.C., the first two hundred million

   dollars ($200 M) in trade income that is export

   profits go directly to the benefit of rate payers.

   As a result, rate payers benefit from increase

   point-to-point sales involving B.C. Hydro exports

   in two ways. First, from the transmission service

   revenues and second and probably more

   significantly, from the profits made by B.C. Hydro

   and its trading affiliate, Powerex. In contrast,

   here in Québec, the only benefit accruing to rate

   payers from export by HQP in a direct sense are the

   transmission service revenues.

           This difference means that in B.C., there

   was a greater willingness on the part of both rate

   payers and the Regulator to discount transmission

   rates, if it will facilitate trade because those
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   profits from that trade go directly back to rate

   payers.

           I think the overall conclusion I would draw

   is that while the practices in B.C. can help inform

   HQT and the Régie as to the types of approaches

   that are available, care be must taken as the best

   approach in B.C. cannot often be or may not be the

   best approach for Québec.

Q. [30] Is there anything you would like to add before

   we conclude the presentation of our evidence?

A. No. No, that is all, thank you.

Q. [31] Thank you.

   LE PRÉSIDENT :

   Je vous remercie beaucoup, Maître Lussier. L'ACEF

   avait demandé du temps de contre-interrogatoire

   mais je ne crois pas qu'il y ait de représentant.

   L'AQCIE/CIFQ aussi. Pas de questions? Merci. Le

   prochain intervenant qui avait demandé du temps

   était la FCEI, alors?

   Me ANDRÉ TURMEL :

   Pas de questions.

   LE PRÉSIDENT :

   Pas de questions, Maître Turmel. RNCREQ? UMQ?

   Absent. Ce qui nous amène à vous, Maître Morel.
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   Me F. JEAN MOREL :

   Merci, Monsieur le Président.

   CROSS-EXAMINED BY Me F. JEAN MOREL :

Q. [32] Good morning, Mr. Harper. I have but a few

   questions for you; don't worry, this time, I won't

   go over the announced period of time.

   (9 h 10)

   My questions will deal mostly with your choice, or

   preference, or recommendation of a 3-CP method.

Q. [33] On page 24 of your testimony, lines 17 to 27,

   you indicate that, you state that it appears

   unclear whether the Régie's decision, D-2002-95,

   intended for the cost of service study to be used

   to determine rates directly or as a measure of the

   reasonableness of the proposed design.

           TransÉnergie has proposed to use its

   costing study as a measure of the reasonableness of

   the proposed design. If the Régie did intend the

   cost of service study to be used as described by

   TransÉnergie, is it reasonable to choose the most

   accurate cost allocation method and then to

   consider rate stability as a separate rate design

   goal, as you yourself propose as a rate design

   objective on page 57 of your testimony?
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   Mr. WILLIAM O. HARPER:

A. I am sorry, I sort of was, what you are asking is,

   is it reasonable first to choose or to pick the

   most accurate methodology from a cost causality

   perspective and then to, sort of as a secondary

   consideration, consider issues of stability?

Q. [34] Yes.

A. Yes. And I think the answer to that is yes, I think

   it's sometimes not a clear one-step two-step

   process as I indicated in my opening statement,

   sometimes there are choices to be made when it

   comes to which cost allocation methodology should

   be used, and issues around stability can help

   inform that choice.

           Sometimes, there is no answer that is

   precisely right and precisely wrong, there are

   shades of grey in terms of how good at cost

   tracking is a particular methodology doing, and if

   you are gaining maybe a very small amount of

   benefit from a cost-tracking perspective at an

   extreme expense in terms of the amount of effort

   that it takes to introduce that method and maintain

   it on an ongoing basis, one can question whether it

   is worthwhile or if that more accurate method gives

   you, over a long period of time, the same average
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   result but instable results from year to year, and

   if an applicant is making different, is presenting

   cost allocation studies every year, there may be

   some interest in having a methodology that is more

   stable, so that the results when they are being

   compared every year, one isn't sort of reacting to

   extreme results when one knows the next year, the

   result is likely to come back, you know, and be

   just as much the other way.

           I think a good example of that was in the

   Distributor's proceeding, where the Régie itself

   directed in a couple of cases the Distributor to

   try and look at methods that would help smooth out

   the results over time when it came to the

   application of the minimum system method.

Q. [35] Thank you. Now, do you have any clear evidence

   to suggest that from a costing perspective, that

   the loads at the time of the three-monthly maximum

   demands are more causally related to cost than the

   loads at the time of the system-peak demand?

A. I think the way I characterize it in my evidence is

   more a matter of looking at when is the maximum

   demand on the system likely to occur. And if the

   maximum demand on the system is likely to occur, or

   could occur in any one of those three months, then
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   it is reasonable to use the average of those three

   months for purposes of determining cost causality.

           And so, you know, on a expected forecast

   basis, weather normalized, the peaks are expected

   to occur in January. But on an actual basis in any

   given year, the peaks can occur in any one of those

   three months is the evidence that Hydro-Québec

   Transmission has given, and so that, therefore, if

   that is when the peaks can occur, it is reasonable

   to look at those three months from a cost

   allocation perspective.

Q. [36] Now, I think you have indicated in your direct

   testimony this morning that the data provided by

   Dr. Orans indicated that the peak demand was most

   likely to occur, not exclusively but most likely to

   occur in the month of January?

A. Yes, I believe that that was the evidence that I

   saw from his materials.

Q. [37] Okay. So it is not equally probable that the

   coldest day could fall on any of the three months

   that you suggested?

A. No, no, you are correct, and I believe there were

   percentages given in Dr. Orans's evidence talking

   about what those were. I mean, it is a matter of,

   do you decide that you want to ignore the other two
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   months, you could equally apply weighting factors

   to all three months, I've seen utilities that apply

   different weighting factors to different months, or

   you could do a more simplistic approach and just

   average them out.

Q. [38] Okay. In the same regard, I believe you

   indicated that, or you are of the view that the 3-

   CP method was the most common method used, I think

   you were referring to Canadian utilities?

A. No, when I talked about that, I was talking about

   the material that Dr. Orans had presented, and I

   guess it was with reference to the publication

   that, I can't remember whether it's Dr. or Mr.

   Small had done in terms of, you know, the

   application of the FERC tests, and which method

   fell out of those FERC tests, also some information

   request that we posed to Hydro-Québec Transmission

   in terms of the frequency of 1-CP, which seemed to

   be very, very infrequent, which led me to the

   conclusion that this came just from a transmission-

   pricing OATT type methodology that 3-CP was more

   common than 1-CP.

Q. [39] However, would you agree that the use of

   electricity as a heating source in Québec is not a

   feature that is common to all those other areas
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   that use the 3-CP?

A. On a broad sense, not all others that use 3-CP are

   the same as Hydro-Québec Transmission in terms of

   having a seasonal peak in the winter. However, I

   think I indicated that, if you look at the practice

   in the U.S. at the State level when it comes to how

   they allocate transmission costs for those

   utilities that are seasonal peaking, some, a number

   of them the State regulator has approved 12-CP, has

   approved 3-CP, has approved 1-CP probably with

   equal level of frequency.

           If I look at Canada, I think all the

   Canadian provinces, well, maybe with the exception

   of B.C., I am not too sure how much winter we would

   say B.C. has out there, but whether Saskatchewan,

   Manitoba, New Brunswick, Nova Scotia, I think they

   are all winter-peaking utilities with basically

   electric heating driving their peaks. So I don't

   think that there is any difference between,

   fundamental difference between them and Quebec in

   terms of what's driving the peak.

Q. [40] Are you saying that the use of electricity as

   a heating source in those provinces that you

   described to me is as high in those provinces as it

   is in Québec, or are they more gas users?
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A. I haven't done any specific analysis, but in

   response to an information request that we posed to

   TransÉnergie, the response was that those were

   winter-peaking utilities and space heating drove

   their peaks as well. So I was relying on the

   information that the Transmitter provided.

   Me F. JEAN MOREL :

   Okay. Those were all my questions for you. Thank

   you very much. Merci, Monsieur le Président.

   (9 h 20)

   LE PRÉSIDENT :

   Alors, Maître Rondeau, à vous la parole.

   EXAMINATION BY Me PIERRE RONDEAU:

Q. [41] Good morning, Mr. Harper.

A. Good morning.

Q. [42] Pierre Rondeau for la Régie. First, referring

   you to page 14 of your evidence at lines 18 to 22

   where you state that:

                Furthermore, in BC and Manitoba, GRTAs

                include various types of facilities

                that HQT has chosen to include in

                Networks function. In particular,

                while HQT functionalizes the extra-

                high voltage lines and the high

                voltage direct current (HDVC) lines
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                that connect generation as "Network"

                facilities, in both BC and Manitoba

                similar facilities are treated as

                GRTAs.

   As you know, in terms of allocation extra-high

   voltage lines and the high voltage direct current

   lines accounts or represents a cost of service of

   nearly one point three million ($1.3 M), it's an

   important issue. Could you, please, Mr. Harper,

   elaborate on the facilities treated as GRTAs in

   B.C. and Manitoba as you stated in your evidence or

   referred to, rather, in your evidence?

A. I think, at a general level and I think I'm not too

   sure if I can get much more specific, really what

   it is, it's the long lines, in both circumstances,

   there is remote hydraulic generation and there are

   long fairly high-voltage lines that are used to

   basically bring that power down from those remote

   areas and integrate it with the grid. I'm most

   familiar with the Manitoba Hydro's situation since

   this issue came up there, just in one the cases I

   was involved in in two thousand and two (2002) and

   in there, actually, it's a direct current line

   that's involved and coming down form Northern

   Manitoba and connecting in with the grid.
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           What they do there, is there those, the

   cost of those high-voltage lines are treated as

   part of the generation function, they're treated as

   generation cost so when it comes to allocating them

   to customers, they are included with generation and

   they are classified between demand in energy and

   they are allocated to customers the same way that

   other generation costs are allocated to customers.

   And there is a similar thing, the decision on B.C.

   Hydro date back actually to the mid-nineteen

   nineties so it's quite a bit, quite a bit older and

   this precedent had existed there, I'd say, for

   about ten (10) years now.

Q. [43] And to your knowledge, as the case may be,

   what are the respective share of demand and energy

   on the cost allocation of GRTAs in B.C. and

   Manitoba?

A. I think in both cases, this gets...

Q. [44] Let's start with British Columbia?

A. Right, I was going to say, in both cases,

   generation is currently classified based on load

   factor. So, the classification would reflect the

   load factor within those particular utilities which

   is probably in the, maybe, sixty-five (65%) to

   seventy percent (70%) range. So, it has sixty-five
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   percent (65%) or the seventy percent (70%) of the

   cost being classified energy and the balance being

   classified to demand. I think that load factor

   probably isn't much different from what's the load

   factor...

Q. [45] What we find here in Québec?

A. In Québec, that's right. The reason I was pausing

   maybe, maybe if it can help is that Manitoba Hydro

   for the last four years has been going through a

   process of trying to figure out how it should

   classify generation cost and the debate is still

   ongoing which is one the reasons why in my direct,

   I said it would be nice if we could avoid the

   debate here because after four years, they still

   haven't figure out what the answer is.

Q. [46] And with Manitoba, you're talking mainly to

   direct current lines?

A. Yes, it would be the direct current lines and they

   also include in that part of the cost of the

   converter station as well.

Q. [47] Well, given that Heritage electricity which in

   Québec amounts to about ninety-five percent (95%)

   of HQD's supply in two thousand five (2005), have

   been allocated to energy and demand in the ratio of

   sixty-seven point nine (67.9) and thirty-two point
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   one (32.1) respectively, and for the benefit of

   Hydro-Québec, I'm referring to HQD-12, document 1,

   page 15, filed in 2004-0930 and which corresponds,

   I guess, to the figures you're given for British

   Columbia and Manitoba, what is, in your opinion, in

   the Québec case the best orientation as to the cost

   allocation of GRTAs included in HQT's assets?

   Me STÉPHANIE LUSSIER :

Q. [48] Juste before, Mr. Harper answers, maybe, it

   would be a good idea for you to have the reference,

   do you have it, HQD-12, document 1, page 15?

A. No, but I think I'm familiar now with the HQD case

   that I understand heritage pool cost...

   Me PIERRE RONDEAU :

Q. [49] The load factor at sixty-seven point nine

   (67.9), if you to see, I could show it but I'm just

   giving, putting the figures on the record?

A. I think, we're talking at the principle stage. I

   think, I hesitate because to some extent, the

   classification and the whole allocation of heritage

   pool cost in Québec is a function of statute, it's

   a function of law, it isn't something that's been

   established from a cost causality perspective or

   from sort of a cost, in terms of how it should work

   in a cost allocation methodology which is really

   R-3549-2004 phase 2                WILLIAM O. HARPER

   21 novembre 2005                         Examination

                         - 53 -       Me Pierre Rondeau

   the types of principles that the Régie would follow

   if it was trying to go through and establish what's

   the best method of classification. So, I would

   hesitate to say that, just because it's, just

   because that's the way the heritage pool is done,

   it's the way it should be done here because, I

   think, that was really set by law and actually, I

   just finish some evidence in the HQD case last

   week, basically, speaking to the fact that perhaps

   the post-heritage pool cost should not be allocated

   in the same way as the heritage pool cost for

   precisely that reason, the fact that one is set by

   law and the other, you're trying to pursue from a

   cost allocation perspective. So, I don't think we

   should be using the treatment of the heritage pool

   as a precedent in terms of what's appropriate from

   a cost causality, cost allocation perspective.

Q. [50] And so, there are different methods promoted,

   1-CP, 3-CP and demand and energy, in the case that

   we're talking to, which of these, out of these

   three, which would you select?

A. Well, I think in my evidence and in my direct, I

   spoke to the fact that the generation-related

   transmission assets, first, they're in the

   transmission business because that's where the law
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   says they have to be and they have to be included

   in transmission rates. And that's maybe one of the

   reasons why transmission rates here are a little

   bit higher than they are elsewhere because those

   types of costs aren't typically included in

   transmission rates elsewhere, that isn't something

   the Régie can deal with, that something, that's the

   situation that they have been given effectively.

           We would then have to say, how should those

   costs be allocated to customers and one can say,

   well if notionally they might look like

   transmission, excuse me, generation cost, they

   should be classified as energy-related. In

   principle I say yes, but when it comes to the

   overall, the overall cost, it is not a significant

   part of the total cost of TransÉnergie like

   generation is when you look at a utility overall

   and so therefore, while it's an important question

   to debate if I'm looking at how to allocate

   generation cost it may be not as important a

   question to debate when I'm looking at how to

   allocate transmission *cost and as I say, I think

   using just demand is appropriate, using 3-CP is the

   more appropriate way to do.

           I should probably point out at the end
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   though that since I recommend using 3-CP of native

   load and point-to-point service to allocate both

   generation connection costs and network cost, at

   the end of the day, if the Régie was to adopt my

   recommendations, it wouldn't make any difference

   whether you put these high-voltage direct current

   lines in network or in generation connection.

   However, if the Régie was to adopt proposal such as

   Hydro-Québec Transmission has put forward where the

   two functions are allocated differently, then it

   does become important as to which the two functions

   you put those dollars in.

   (9 h 30)

Q. [51] I am now referring you to page 16 of your

   evidence, Mr. Harper, regarding customer connection

   functions.

A. Yes, I have got that.

Q. [52] And you say,

                ... these facilities should be

                identified and assigned to the

                Customer Connection function. Such an

                approach would be consistent with the

                practice in Ontario and Nova Scotia.

   These facilities are intended to transfer

   electricity to the regional networks. Each of these
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   regional networks appear to have their own peak, I

   don't know if you were, if you listened to the

   evidence as...

A. I have been apprized of some of the discussions

   that have been going on over the past week.

Q. [53] You have?

A. Yes.

Q. [54] To your knowledge, what would be, or what are

   NARUC's views on cost allocation of subtransmission

   plants?

A. Actually, to be quite frank, I don't recall off the

   top of my head specifically what sort of NARUC's

   views on that are. I think, in principle, what you

   would want to do is understand whether the peaks or

   the, or whether the peaks that occur in the various

   regions do differ maturely over time, and what's

   the portion of the total assets that is associated

   with those peaks.

           If the, you know, because if the regional

   assets are planned to more regional peaks, and that

   involves a fair amount of dollars, and those

   regional peaks are fairly disparate, then that

   might even call into question whether you want to

   use 1-CP overall. Typically, I don't think that

   would be the case; usually, the backbone, sort of
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   the high-voltage grid network forms a large portion

   of the overall transmission costs.

           But I think it is a question that came up,

   and I think the Régie and the Transmitter were

   looking at what energy they might, what information

   they might be able to provide to give some insight

   into that, and I think it would be useful to get

   that information.

           I think if you found that, you know, that

   part of the network was a high portion of the total

   costs, and there was a wide variation in terms of

   how the peaks were, when the peaks were occurring,

   then you might want to think through whether 1-CP

   was appropriate overall. I guess my suspicion is

   that it probably won't be the case, but I think it

   is worthwhile looking at the data and seeing.

Q. [55] And if it was the case, if it was determined

   to be the case, what would be the...

A. Well, I think, depending upon when those peaks

   occur, it may bring into question, you know, it may

   provide further support for the fact that you

   should be using a 3-CP allocator as opposed to a

   1-CP allocator.

           We talk about the coldest day of the year,

   I don't know whether that's measured at Montreal in
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   terms of the coldest day of the year in Montreal,

   there may be other parts of the province, given the

   large geography of Quebec, where the coldest day of

   the year, even if it is in January in Montreal,

   occurs at some other point in time during the year,

   in other parts of Quebec, because of wind

   conditions, or other types of conditions.

           And so, therefore, you get a variation, and

   if that, if those more regional peaks are tending

   to be, and they would have to be taken into account

   in that regional planning, then you do have more

   than just the 1-CP driving the planning process.

Q. [56] Now, I am referring you to page 43 and 44 of

   your evidence, where you propose some refinements

   to the cost allocation method proposed by HQT for

   interconnection "others". And my question might be

   long-winded and have a few elements into it, so you

   will bear with me.

           And on page 63 of your evidence, you raise

   the issue related to a significant difference

   between point-to-point long-term revenues and long-

   term point-to-point allocated costs.

           Last week, in the course of the Régie's

   cross-examination of HQT Panel No. 3, we asked a

   question to verify the causality of cost regarding
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   to interconnection "others", and it was established

   that HQ or HQT did not spend the eighty-one point

   two million ($81.2M), that we find at line 13 for

   this subject. It did not spend that eighty-one

   point two million ($81.2M) allocated to long-term

   point-to-point to service the four hundred and five

   megawatts (405 MW) LT reservation, nor the sum of

   thirty hundred megawatt (3000 MW) annual

   reservation that they had in two thousand one

   (2001).

           In other words, the allocation method

   presented by HQT, or proposed rather, gives the

   same result whatever the quantity of long-term

   reservation. These interconnections were developed

   before the functional separation took place; some

   were related to specific contracts, that are now

   over, others were developed on the base of

   reliability, benefits to Quebec customers.

           In view of the above, is the cost

   allocation method proposed adequate, or would there

   be another cost allocation method preferable, there

   talking to capacity as to methodology, and you

   commented a little on that, but overall, would you

   think that the methodology should be other?

A. Well, I think, maybe to just come back, I think I
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   talked, in my evidence, about how I thought the

   other connections should be treated. And you're

   right, I mean, when you are building an

   interconnection facility, you happen to get a

   capability of flowing power both ways, even if your

   original purpose was maybe only one way.

           But usually, people, when they're building

   interconnections, are looking at the fact that

   interconnecting with another network provides me

   benefits in the sense that I can sell excess to the

   adjacent utilities, it provides myself with benefit

   in terms of improved reliability, I can buy power

   from adjacent utilities in cases when I am sort of

   short myself, and that sort of things probably

   would have been the perspective that was taken when

   the lines were originally constructed back when

   Hydro-Québec was an integrated utility.

           I think that there presents a bit of a

   conundrum in terms of how do I allocate  these

   costs, and I thought the way that the Transmitter

   did it in terms of trying to look at the relative,

   now, we have got sort of a different paradigm here,

   we have unbundled, we have got other uses, other

   parties can use the transmission system besides

   just the, what was the formerly integrated utility,
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   we have got sort of a novel way of trying to look

   at what's, the fact that you, it does involve an

   import capability, an export capability, who could

   be using both and use those as the basis for the

   allocation.

           The only sort of quibble I had with the

   approach was the fact that import capability can be

   used both to help wheel-through as well as serve

   native load, and so I thought that part of the

   allocation should be changed accordingly. But, you

   are right, I mean, I think that is the point that

   is made, I mean, the interconnections exist, and if

   there was no point-to-point service next year, the

   interconnections would still exist, and the cost

   would have to be allocated.

           That is a, you know, that is a,

   unfortunately, that is reality, and what we are

   trying to do is find out what is a fair way of

   apportioning the costs that are there between the

   services that we're providing at this particular

   point in time. And I think the approach suggested

   by HQT, with the minor change that I have

   suggested, is a reasonable one in trying to come up

   with sharing that cost responsibility, because

   that's what we're talking about doing, about
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   sharing cost responsibility between existing

   services.

           Which means it is hard to go back and look

   at how, why things were built twenty (20), thirty

   (30), how many years ago, you can't assign cost

   responsibility to contracts that no longer exist

   now, you have to look at the customers that are

   using the system now and how are we going to

   apportion cost responsibility to those.

Q. [57] I am now referring you to page 45 of your

   evidence, lines 1 to 3, where you are talking to

   allocation of a portion of function costs to short-

   term PTP as well, when we're talking to control

   centre function.

A. Yes.

Q. [58] Could you please elaborate, Mr. Harper, on the

   rationale to allocate costs to the control centre

   function to short-term point-to-point?

A. As I understand, the control centre in the

   associated OASIS system is responsible for

   basically managing, and directing, and ensuring

   sort of the safe operation of the transmission

   system basically on a second-by-second minute-by-

   minute basis over the course of the whole year.

           And in doing so, it has to look at and
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   consider all the transactions that are taking place

   on the system -- transactions to meet native load

   service, transactions to meet long-term, to provide

   long-term point-to-point, and transactions involved

   in short-term point-to-point.

           So it seems to me that, and also that when

   it came to looking at what was the, you know, how

   much cost did I have to invest in this OASIS system

   and in the control centre, it wasn't what was going

   to be the demand at the maximum time of the peak of

   the system, it was what is it going to take to

   manage the system over the course of the whole year

   and all the transactions that are going to take

   place.

           And so, it seemed to me that, you know, on

   that, and actually, in effect, since short-term

   non-firm point-to-point is really granted when

   there is excess capacity and refused when there

   isn't excess capacity, to some extent, maybe even

   managing short-term point-to-point service requires

   as much effort, if not more effort, than managing

   the firm services on the system.

           So to that extent, it seemed to me that

   from a cost tracking, cost driver, sort of cost

   responsibility perspective, all three of those
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   services should attract a portion of the control

   centre costs.

           Having said that, demand didn't seem to be

   an appropriate allocator when one only looks at

   point in time. And I talked about, we talk about

   the system is responsible, this control centre is

   responsible for managing the operation of the

   system overall, eight thousand seven hundred and

   sixty (8,760) hours of the year, you know, and

   that's perhaps a better measure, which look at

   usage of the system over the whole year would be

   something like energy.

           And that was really where I landed on

   energy as being the basis for allocation (1)

   because I was seeking an allocator that would look

   at the whole year and (2) I was seeking an

   allocator that would give an appropriate amount of

   short-term point-to-point service.

   Me PIERRE RONDEAU :

   That will be all, Mr. Harper. Thank you.

   (9 h 40)

   EXAMINED PAR M. RICHARD CARRIER:

Q. [59] Bonjour, Monsieur Harper, Richard Carrier pour

   la Régie. Ma première question, je vous amènerais à

   la page 69 de votre preuve. Vous mentionnez que les
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   coûts reliés aux raccordements des centrales, les

   coûts de transport pouvant être associés aux

   raccordements des centrales, l'impact sur les

   résultats de l'allocation des coûts serait

   vraisemblablement mineur. Ici, j'aimerais que vous

   caractérisiez dans quelle mesure c'est un facteur

   pour ne pas aller plus loin dans un tel examen,

   est-ce que, par exemple, en deux mille un (2001),

   je crois, les coûts associés à la fonction point à

   point de long terme étaient de dix pour cent

   (10 %), est-ce que ça aurait justifié d'aller plus

   en profondeur dans l'examen ou est-ce que c'est

   l'importance relative qui vous amène à cette

   conclusion?

A. I guess, it was, I think you're speaking about the

   treatment of the generation connection cost and I

   think it was one of the relative importance of

   those costs in the overall cost-base for Hydro-

   Québec Transmission that lead me in part to that

   conclusion because the fact that it was a small

   amount of the overall cost means that when you

   treat it differently, it doesn't have much of an

   impact.

           As I said, in other jurisdictions, where

   the same debate extends into how do I treat
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   generation cost, it becomes much more important

   because generation cost can be seventy percent

   (70%) of the entire cost of an integrated utility

   and so therefore, fundamentally how I treat those

   as demand versus energy becomes a very important

   thing in terms of the bottom line, in terms of who

   is going to be paying for what. In this case, it's

   a small portion of the cost and I didn't feel that

   it was worth getting into the debate particularly

   because in my mind, as I've said, there is no,

   there is no clear way that's the right way of doing

   it. I mean, perhaps if there was an obvious way,

   and a NARUC manual, and everybody agree, this is

   the way you do generation cost then it would be

   simply fine, plug that method in. But I think there

   have to be some judgment involved, even when you

   come to deciding how to allocate these costs and

   when I combine that judgment with the small dollars

   involved and maybe, prefaced by the fact I've been

   involved for four years in debate in Manitoba on

   the same issue and didn't want to have to do it

   again in here, sort of thing, it seems reasonable

   just to adopt the methodology that the Transmitter

   had suggested.

Q. [60] Et sur le dernier point que vous venez de
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   mentionner, soit à supposer que l'on examine les

   coûts de transport associés à la production, vous

   dites, « il n'y a pas de méthodes généralement

   acceptées pour allouer ces coûts-là, soit demande,

   soit les facteurs de demande ou d'énergie »?

   Pouvez-vous élaborer quelle est la panoplie un peu

   des options quand on examine ce type de facteurs?

A. What you're trying to do here, is, and I think, Mr.

   Orans spoke a little bit to this in his testimony

   on the fact that you've got typically fixed costs

   involved like in a transmission system or in a

   generation plant and the question is, to what

   extent have some of those costs been incurred in

   order to provide, in order to produce energy?

           A simple method people often use load

   factor because they say, well, probably the higher

   the load factor, the more concerned people are

   about supplying energy, therefore, the higher

   portion of those costs should be reasonably

   allocated to energy. But load factors really will

   only gives a directional answer. This is the debate

   that took place sort of among integrated utilities

   back in the nineteen eighties and there were

   various methods talking about using the marginal

   cost of energy and the marginal cost of capacity
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   and using those various marginal costs to split the

   costs between demand and energy.

           Other methods look at what's the accounting

   cost on the books of plants such as peaking gas-

   fired plants, they're maybe there, we know they're

   there strictly to provide capacity, that's capacity

   cost, let's deem that on the per kilowatt, what's

   capacity, let's call the balance of any extra cost

   that are incurred in hydraulic stations energy

   cost, there is, you know, and there were time,

   there were a whole range of methods coming up with

   trying to figure how we split demand cost.

           People even gone back and tried to look at

   when the original justification of business case

   was put forward for a particular plant, how much of

   that business case, you know, we're going to build

   a hydraulic station, we're going to incur a large

   amount of capital cost, how much does of that

   capital in the business case was justified on the

   bases we're going to get low cost energy out of it

   as opposed to say building a gas-fired plant. You

   know, there is a range of ways people try to do

   this and as you can tell from my conversation,

   there is no way that people agreed in the end, I

   think, maybe B.C. in the end, sort of, was one way
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   of doing it, they sort of looked at a range of a

   whole bunch of different methods, deemed they all

   came up with a range of values, the system load

   factor was within the range, it was something that

   was easily understood, easily applied every year

   and so, you find B.C. Hydro using system load

   factor as the way to classify those costs.

Q. [61] Merci. Maintenant, un peu plus tôt dans votre

   présentation, vous avez mentionné que la majorité

   des transporteurs planifient pour la pointe, je

   n'ai pas saisi si vous avez mentionné que tous les

   transporteurs planifient pour la pointe

   coïncidente, la 1 CP mais vous avez mentionné que

   plusieurs, par contre, allouent les coûts

   différemment, soit selon la 3 CP ou la 12 CP.

   J'aimerais que vous élaboriez un peu sur cet

   aspect, là, de votre témoignage?

A. I apologize if I mispoke myself, I think I meant to

   say that all transmitters plan to their maximum

   peak, I mean, basically, all transmission systems,

   all transmission service providers want to make

   sure that they have sufficient capacity there to

   meet the firm requirements that are being requested

   of them from all their customers and they will plan

   their system, and they will plan their system
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   accordingly and take capital contributions from

   people where appropriate. The question then becomes

   down when I start looking at that maximum demand

   and when does it occur and how close are, say,

   demands in the adjacent months or the adjacent

   hours to that particular, to that maximum demand.

   That's when you start to look at those issues as a

   matter of, not from a planning perspective but from

   a cost responsibility perspective, which customer

   should be responsible for paying for the

   transmission system.

           If the, you know, if we knew the maximum

   demand occurred in one hour every year and that was

   the hour and every hour of the year, the demand was

   fifty percent (50%) less than that and we knew for

   certainty which hour it was then we could say,

   that's clearly the one hour where it's the maximum

   demand and we will ascribe every customer cost

   responsibility based on that.

           But, I think, as I tried to explain in my

   direct, even on a forecast-based that's sometimes

   what we do on a normalized data, on a forecast-

   based we normalize out weather variations, we look

   at what's an expected load. In reality, though,

   there is variance in weather, there is variance in
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   customers' requirements from what's expected and so

   when the actual peak can occur is uncertain and

   what we want to do from a cost allocation

   perspective is trying to identify that period, a

   reasonable period of uncertainty over which that

   peak could occur and then use customers' demand in

   that period to sort of allocate the cost, because

   we're trying to say it's demands in that period

   that are likely to contribute towards the planning

   peak and therefore the cause from a cost

   responsibility perspective.

           I think that that's why it's sort of,

   maybe, a bit of an analogy of that, that's why on

   the distribution side, when it comes to looking at

   peak, I think, the distributor looks at the highest

   three hundred (300) hours of the year because

   they're not saying it's just one hour, we want to

   look at a number of hours of the year. And in

   Manitoba, they look at the top fifty (50) hours in

   the winter and the top fifty (50) hours in the

   summer, in terms of who is contributing to all of

   those hours to recognize the fact, that it's not

   just not one unique hour, there is going to be some

   uncertainty and we want to capture the range.

Q. [62] Merci. Je vous amènerais maintenant à la page
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   37 de votre rapport d'expertise. Vous mentionnez

   que dans le méthodologie d'allocation des coûts,

   nous devrions séparer, faire une catégorie de

   service spécifique pour le point à point de long

   terme et le point à point de court terme. Quels

   seraient les coûts, si vous aviez à résumer, quels

   seraient les coûts qui seraient alloués à la

   catégorie point à point de court terme dans

   l'ensemble de l'allocation?

   (9 h 50)

A. In my evidence, I have suggested that the only cost

   that would be allocated to the short-term point-to-

   point service is a portion of the control centre

   cost. I think it's fair that the fixed hard assets

   in terms of the lines and stations, poles and wires

   that are in service, they have not been constructed

   at all with short-term point-to-point service in

   mind, they were constructed to meet the forecast

   requirements of the native load service and the

   contracted requirements for those long-term point-

   to-point customers.

           You know, you could ask whether or not, if

   you ask in your mind, well, should we, you know,

   the methodology allocates the support, or the

   "soutien" costs, pro-rates them overall services
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   based on their costs, I guess one could suggest

   that a portion of them be pro-rated as well to

   short-term point-to-point just on the costs of the

   control centre that are there.

           I don't think that would have a material

   impact on the results, and so that I just, for

   simplicity purposes, included just the control

   centre costs and allocated a portion of them to the

   short-term point-to-point service. All other costs

   get allocated between the native load and the long-

   term point-to-point service.

Q. [63] Et dans l'hypothèse où une telle approche

   concernant l'allocation des coûts était retenue, je

   vous amènerais à la page 44 de votre témoignage,

   vous y mentionnez que le trente-neuf pour cent

   (39 %) des coûts associés avec les importations,

                ... should be allocated to both Native

                Load and PTP service...

   Si vous faites une catégorie de point à point de

   court terme, est-ce qu'il ne devrait pas y avoir

   une partie de cette allocation-là imputée également

   au point à point de court terme, ou pourriez-vous

   expliquer ici la différence avec la fonction des

   centres de contrôle par rapport à ce que vous avez

   mentionné juste précédemment?

   R-3549-2004 phase 2                WILLIAM O. HARPER

   21 novembre 2005                         Examination

                         - 74 -      M. Richard Carrier

A. I think the difference is that the physical assets

   that are there for the interconnections are, and

   the sizing of those assets, investments would not

   be made in interconnected assets in order to

   provide service for short-term point-to-point

   service.

           If a short-term point-to-point service

   customer came to HQT and said, "I would like to

   sort of wheel this much power through your control

   centre", and the people in the OASIS system looked

   at it and say, "Well, we can't, you know, our

   interconnections can't handle that", they would say

   no, they wouldn't invest the money.

           Part of the reason they wouldn't invest the

   money is because short-term point-to-point service

   is for really transactions over the next year and

   probably, by the time they had the investment made,

   the person would be no longer interested in taking

   the service. So that there is no planning or

   investment made in those facilities to support

   short-term point-to-point service, so therefore,

   that is the rationale for not assigning any of the

   costs.

Q. [64] Et finalement, selon une telle approche,

   toujours si vous allouez les coûts entre la charge
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   locale, le point à point de long terme et le point

   à point de court terme, une fois que cette

   opération-là est complétée, lorsque vous passez à

   l'étape de déterminer les tarifs eux-mêmes, si je

   comprends bien, vous n'appliqueriez pas quand même

   le résultat de cette allocation des coûts pour

   déterminer chacun des tarifs séparément.

           Pourriez-vous commenter sur le passage

   entre l'étape allocation des coûts et l'étape

   tarification, selon votre proposition?

A. No, you are correct, at the end of the day, what

   you are trying to do is establish cost for,

   primarily for native load service and for long-term

   point-to-point service. So once you have identified

   the net revenues associated with short-term point-

   to-point service, that is their total revenues less

   these allocated costs, the final step before you

   get to the ultimate results is to pro-rate that net

   revenue or benefit over the other two services,

   that is the long-term point-to-point and the native

   load service, based on the relative cost that had

   been allocated to each of them.

           You could say, and that is really because I

   think the, you know, in some of the debate that we

   have been getting into here in terms of, the rates
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   for short-term point-to-point service in particular

   are really not set based on cost to a large extent

   in many jurisdictions, they are set, and they are

   just calculated in order to maximize, basically

   maximize the revenue or maximize the opportunities

   the same way utilities price exports, they weren't

   priced as much on, you know, you try to just

   maximize the amount of revenue you can get in so

   you can, because you want to use that revenue to

   reduce the rates you have to charge to the firm

   customers, which is the native load and the long-

   term point-to-point.

           So following that same sort of principle,

   you take the net revenues from those short-term

   point-to-point sales and use them to reduce the

   cost allocated to both categories of firm service,

   and then after you have done a reduction, the net

   result is the cost that is allocated to each of the

   firm services.

Q. [65] Peut-être une dernière question. Vous avez

   mentionné également, dans votre témoignage ce

   matin, qu'on devait tenir compte de la tendance

   pour ce qui était des réservations de point à point

   long terme, qui sont de quatre cents mégawatts

   (400 MW) au présent dossier mais que vous prévoyez
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   à la baisse ou que, vous avez fait allusion au fait

   que ça pourrait diminuer sensiblement, est-ce que

   vous pourriez élaborer un peu plus sur cet aspect

   de votre témoignage?

A. Yes. I think this is really based on information

   that Hydro-Québec Transmission filed in response to

   the information requests, and I believe there is

   currently four contracts for long-term point-to-

   point service, totalling four hundred and five

   megawatts (405 MW). Three of those contracts

   terminate at the end of this year, and the only

   contract that goes beyond the end of this year is

   one for forty-five megawatts (45 MW).

           Now, I don't know whether, but, you know,

   it may be that some of those contracts may be

   renewed between now and the next rate case, but

   that is the information we have before us now. So

   that it seems, you know, we have seen in the past a

   decline in the amount of long-term point-to-point

   service, if these contracts aren't picked up, that

   decline looks like it will continue into the

   future.

           You know, it causes a bit of a problem in

   the cost allocation system, because you are

   allocating costs between two groups that are really
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   substantially different in size from each other by

   orders of magnitude. You know, if you were to give

   the results of this study, the results for the

   native-load study, to one person on the panel, and

   the results from the long-term point-to-point cost

   allocation to somebody else, the person on the

   panel looking at the native load results and

   saying, "Well, there is a three percent (3%)

   difference between costs and revenues", you know,

   that is well within accepted ranges of what is

   accepted in revenue-to-cost ratios, you know, there

   really isn't a need...

           The person on the other hand who is looking

   at the long-term point-to-point would say, "You are

   only covering thirty percent (30%) of costs, there

   is a fundamental problem here." And that is because

   a one percent (1%) cost to one percent (1%) of the

   native load revenue represents almost eighty-five

   percent (85%) of the point-to-point revenue, so

   it's the relative sizes.

           And I guess I have, you know, a bit of a

   caution in terms of when you are trying to use

   results, when you have got such a disparate

   difference in the size, typically, in cost

   allocation, you know, where you maybe allocating
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   between different customer groups that are, you

   know, one is forty-five percent (45%) of the base,

   another is twenty percent (20%) of the base; here,

   we have got one that is ninety-nine percent (99%)

   of the base and the other is one percent (1%) of

   the base.

           And, you know, phenomenally when you get a

   small difference between two large numbers, that

   small difference can be quite volatile. And so I

   guess that was my concern about the caution going

   forward.

   M. RICHARD CARRIER :

   Je vous remercie.

   INTERROGÉ PAR M. FRANÇOIS TANGUAY :

   Good morning, Mr. Harper.

Q. [66] You have already answered most of the, for the

   better part, my questions on the difference between

   1-CP and 3-CP giving more information to Mr.

   Carrier, but I would just like to come back to one

   aspect of it. Having looked over Mr. Orans's

   testimony, it is true in fact that the spread is

   over six to seven weeks roughly, late December,

   mid-February, and it's a majority, about forty

   percent (40%) happens in January. That seems to be

   a tendency.And I understand your point regarding
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   the fact that it's obviously impossible to predict

   the 1-CP one hour factor.

           But you did mention that stability is an

   important factor, and I would like you to elaborate

   a little more on that. Considering the spread is

   six weeks, it's not totally clear to me the

   difference it would make to go to 3-CP for

   stability purposes, could you be a little more

   precise on that?

   Mr. WILLIAM O. HARPER:

A. I guess it really only amounts to the fact that on

   a 3-CP basis, you are averaging the results for

   three months as opposed to just looking at one

   month. And if I was to look at changes year over

   year and sort of the smoothness or the continuity

   of those changes, I might expect an average of

   three months to be sort of more, sort of, the

   changes to be more smoother over time than just a

   number based on one month. Typically, averages tend

   to be smoother and more stable than individual

   values.

Q. [67] Okay.

A. That was just the point.

Q. [68] Alright. I would like to bring you back to

   your comments on B.C., and you obviously were clear
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   about the fact that it's, something to be avoided

   is to do something like cherry picking and taking

   whatever you like from one, one area to the other.

   But you did mention there was a two hundred million

   dollars ($200 M) to the, "la charge locale", local

   load, native load, and I am not sure I caught

   everything behind it.

A. Okay. Well, they really have a different, you know,

   you have a heritage pool construct here that, you

   know, gives a certain number of terawatthours to

   the native load, at a, you know, what could be

   viewed to be a pretty good price, two point

   seventy-nine cents a kilowatthour (2.79 ¢/kW-hr).

           I don't know how that price was derived,

   but I am sure, taking, looking at that price, part

   of that was maybe that, you know, HQP also has an

   opportunity to make exports and make profits, and

   maybe that was taken into account in the two point

   seven nine cents (2.79 ¢).

           In B.C., they also have a concept of

   heritage pool, and they have defined certain assets

   as being heritage pool assets. The way those work

   themselves to rates is the, there will be a, those

   heritage assets, there will be a, the cost for

   those will be a regulated cost, the regulated cost
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   as reviewed by the BCUC will be what will be

   included in rates.

           Those assets can also be used to make

   exports, as well as satisfy domestic load. And the

   way, you could say the way the industry structure

   evolved there is that, the first two hundred

   million dollars ($200 M) in profits that are made

   by Powerex, which is the marketing affiliate of BC

   Hydro, will go back as benefit to rate payers and

   will be used to offset the cost for the rate

   payers. Anything in excess of the two hundred

   million ($200 M) will basically go as a dividend to

   Government.

Q. [69] Yes, so what you are saying is that it is

   beyond the profits that Transport, BC Transport

   would make, it includes sales from Powerex...

A. Right, and so that if in B.C., you can facilitate

   trade by lowering the transmission, by lowering the

   rates for point-to-point service, you know, and

   that increases the profits of the BC Hydro, that

   basically directs, that basically leads to a direct

   benefit to rate payers, because those extra profits

   basically go to help offset costs and lower the

   overall costs, and lower the overall rates that

   rate payers will have to pay.
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           So that if you get into discussions, they

   are with either the regulator or rate payer groups

   about should we be facilitating trade, you know,

   and maybe we have to take a really small margin on

   the transmission service, but we are going to sell

   more power there, you know, they are still willing

   to do that, because they realize they benefit

   directly as rate payers from the extra profits that

   are going be made from that sale.

           Here in Quebec, you know, the only way rate

   payers directly benefit is from the revenues that

   come in from the transmission service. The, you

   know, the profits all go to HQP, which is

   unregulated, the production side is unregulated,

   whereas in B.C., the production side is regulated.

           But as I say, therefore, you have got a

   totally different sort of regulatory, sort of...

Q. [70] That was my next question.

A. ... legal structure, and I think in that, well,

   now, I was trying to point out that, you know, so

   that therefore, you know, practices that are done

   in various places are done in mind with how they

   work within the regulatory and legal structure of

   that particular jurisdiction and to sort of say,

   well, that's a good idea there, does it work here?
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   You maybe have to understand as well why it's being

   done there, you know, you can sort of see how it

   works here but you can't just say, yes, it's a good

   idea there, it has to be a good here because you've

   got a different, you've got a different regulatory

   frame work and a different way you've unbundled the

   industry than the way they've done in B.C.

Q. [71] Thank you very much.

   EXAMINED BY THE PRESIDENT:

Q. [72] Good morning. I guess one, just one question.

   You've answered conceptually to this question

   before but I just want to bring you the numbers.

   About the link between your proposed tariff and the

   allowed revenue for HQT which is roughly two point

   six billion dollars (2,6 G$) in this case. How do

   we or what's the expected outcome from your rate

   proposal?

   Mr. WILLIAM O. HARPER:

A. I think I dealt with that in my direct evidence

   when I was talking about if you would do a follow-

   through the 3-CP, if you follow through sort of the

   proforma FERC OATT type tariff and you were to use

   3-CP as the allocation method instead of the 1-CP

   which is the primary difference I have there, you

   would end up with a slightly different result and,
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   that's where, it's on page 52 of my evidence at

   table 7, I was showing there in terms what the, you

   know, and I guess there is two cases, one is that,

   this case assumes the short-term revenues are the

   same, they're seventy million dollars (70 M$), you

   end up with an annual rate for the long-term point-

   to-point service of seventy-four dollars and

   eighty-five cents ($74.85) as opposed to the

   seventy-two ninety ($72.90) that proposed by the

   Transmitter and you end up with a slightly lower

   revenue requirement for native load but it's lower

   by maybe un million ($1 M), two million dollars

   ($2 M), it hasn't gone down by very much. Like you

   see, at the increases, seventy point two percent

   (7.2%) as opposed to seven point three percent

   (7.3%) which, again...

Q. [73] That's precisely what I did not understand

   from your direct testimony, the suggestion of

   seventy-four dollars and so many cents, it's for

   point-to-point long term?

A. Yes.

Q. [74] And, it would lower what's required from the

   native load by as much.

A. Right. And then, actually, if you were to cascade

   that higher long-term point-to-point right down in
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   the short-term service, it might increase to

   seventy-eight million ($78 M) to say, eighty

   million ($80 M) and if you were to iterate that

   through the iteration one more time, the seventy-

   four eight-five ($74,85) probably comes down to

   seventy-four seventy-nine ($74.79) when everything

   balances out.

Q. [75] Yes. Thank you. Those are all my questions.

   Maître Lussier, réinterrogatoire?

   Me STÉPHANIE LUSSIER :

   Pas d'autres questions. Merci.

   LE PRÉSIDENT :

   Alors, il est dix heures entre et cinq et dix, nous

   prendrons l'ajournement principal de la journée et

   on se retrouve à dix heures trente  (10 h 30) avec

   la FCEI.

   PAUSE

   (10 h 32)

   LE PRÉSIDENT :

   Rebonjour. Nous en sommes à la présentation de la

   FCEI pour compléter notre matinée. À moins que

   maître Morel se lève avec entrain pour les bonnes

   nouvelles, je vais laisser la place à maître

   Turmel. Maître Turmel, à vous la parole.

                   _________________
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   Me ANDRÉ TURMEL :

   Merci. Alors, bonjour, André Turmel pour la

   Fédération canadienne de l'entreprise indépendante.

   Nous en sommes maintenant à la présentation du

   mémoire de la FCEI. Monsieur Renault Rozéfort a

   déjà pris place, il sera le témoin, analyste, pour

   ce dossier. Peut-être dans un premier temps, nous

   allons coter les pièces que nous allons utiliser.

   Donc, le mémoire de la FCEI déjà versé au dossier

   est coté sous la pièce FCEI-1.

   FCEI-1 :     Mémoire de la FCEI.

   Et enfin, la présentation du mémoire de monsieur

   Renault Rozéfort que l'on va vous remettre dans

   quelques instants est cotée sous la pièce FCEI-2.

   FCEI-2 :     Présentation Power Point du mémoire de

                monsieur Louis-Renault Rozéfort.

   Alors, il n'y a pas d'autres pièces à coter; il n'y

   avait pas de questions de la Régie et ni de HQT.

   Alors, si vous voulez assermenter monsieur

   Rozéfort.
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   L'AN DEUX MILLE CINQ, ce vingt et unième (21e) jour

   du mois de novembre, A COMPARU :

   LOUIS-RENAULT ROZÉFORT, comptable agréé, domicilié

   au 590, rue Bord de l'eau, Sainte-Dorothée, Laval

   (Québec);

   LEQUEL, après avoir fait une affirmation

   solennelle, dépose et dit comme suit :

   INTERROGÉ PAR Me ANDRÉ TURMEL :

Q. [76] Monsieur Rozéfort, nous avons coté les pièces

   FCEI-1 et FCEI-2 qui représentent le mémoire et la

   présentation Power Point d'aujourd'hui. Est-ce que

   je comprends que ces deux documents représentent la

   position de la FCEI?

R. Oui.

Q. [77] Ils ont été préparés par vous?

R. Oui.

Q. [78] D'accord. Avez-vous des corrections à apporter

   à un ou l'autre de ces documents?

R. Oui. J'ai des corrections à apporter au mémoire.

Q. [79] D'accord. Donc FCEI-1.

R. FCEI-1. La page 5.

Q. [80] À la page 5.

R. La note de bas de page. La note de bas de page 5,

   il faut accorder le participe passé « n'est pas

   prise ».
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Q. [81] D'accord.

R. La page 7, vers la fin de la page « deux approches

   sont ouvertes », deuxième ligne après ça, enlever

   la négation « elles ne peuvent pas », c'est « elles

   peuvent ».

Q. [82] D'accord. Ensuite à la page 11, je pense.

R. Oui. Il y avait, à la page 11, c'est l'avant-

   dernière ligne de la citation anglaise vers le haut

   de la page « a range of conditions an »; « and »

   c'est A-N-D pas A-N.

Q. [83] D'accord.

R. La page 16, 3.1.1, « question de la FCEI », pas

   « de la SCEI ». La page 17 « recommandations de la

   FCEI », « quelle que soit la forme que prendra la

   décision de la Régie », je voudrais faire

   disparaître ce bout de phrase, je ne vois pas trop,

   trop qu'est-ce que j'avais en tête quand je l'ai

   écrit.

Q. [84] D'accord. Donc, ça se lirait maintenant : La

   FCEI recommande que cette nouvelle politique.

R. Que cette nouvelle politique.

Q. [85] D'accord. Ça complète vos corrections?

R. Ça complète mes corrections.

Q. [86] Alors, si vous voulez procéder avec la

   présentation des principaux points s'il vous plaît.
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R. La présentation va suivre trois grandes

   articulations. Je vais parler de la répartition du

   coût de service; la commercialisation des services

   de transport. Et à l'intérieur de la

   commercialisation des services de transport, il va

   y avoir les services de compensation d'écart de

   livraison et d'écart de réception; la politique de

   rabais; finalement, ce n'est pas vraiment, ça ne

   fait pas vraiment partie de la commercialisation,

   ce serait comme un autre titre : ajouts au réseau

   de transport.

           Donc, quand on parle de répartition du coût

   de service, il y a trois grandes étapes qu'on suit.

   Il y a la répartition par fonction, la répartition

   par composante et la répartition par service. La

   répartition par fonction, je ne vais pas m'étendre

   longuement là-dessus, parce que je pense que je

   suis d'accord fondamentalement avec l'approche que

   Hydro-Québec a adoptée.

           Donc, on va passer à la répartition par

   composantes. Et la répartition par composantes, il

   y a deux composantes principales que l'on regarde

   généralement. Il y a une troisième, la composante

   abonnement. Mais dans le cas du Transporteur, bon,

   ce n'est pas vraiment important de considérer cette
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   composante-là. Donc, la lutte en fait, entre

   guillemets, là, se passe entre la puissance et

   l'énergie. Doit-on choisir la puissance ou bien

   doit-on choisir l'énergie?

           Bon. Il y a des débats qui sont ouverts là-

   dessus. Et à la base, je dois dire que la FCEI, on

   est d'accord avec le choix d'Hydro-Québec de

   considérer la puissance seule, parce qu'on peut

   avoir aussi un mixte puissance/énergie. Hydro-

   Québec a considéré cent pour cent puissance.

           Pour être d'accord avec Hydro-Québec, on a

   fait disons une réflexion autour de cet élément-là.

   Là, au tableau ou à l'écran, vous avez une

   présentation schématisée d'un réseau de transport.

   Et si vous remarquez, le générateur « Step-Up »,

   c'est ce qu'on appelle le poste élévateur. Dans ce

   tableau-là, il est relié à la génération.

           Donc, nous autres, la réflexion qu'on s'est

   faite, on a dit, bon, Hydro-Québec dit tout le

   temps que son réseau est un réseau intégré. On part

   de la Baie-James et puis on descend dans le sud, si

   on peut s'exprimer ainsi. On s'est dit, est-ce que,

   du fait que la production a été placée si haut dans

   le nord, est-ce qu'il n'y aurait pas des bouts de

   la production qu'on pourrait considérer quasiment
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   comme... des bouts du transport qu'on pourrait

   quasiment considérer comme de la production, et les

   mettre dans la production?

           Et on a fait trois scénarios. Ces

   scénarios-là, on a pris les lignes de raccordement,

   les postes élévateurs, la ligne de quatre cent

   cinquante (450) kV. L'interconnexion Churchill, là,

   ce n'était pas vraiment dans notre pensée originale

   de la mettre là; on l'a mis dans le scénario 2 en

   plus de ces trois éléments-là.

           Et on a comme roulé les scénarios. On est

   arrivé à un tableau que vous ne voyez pas

   nécessairement, dont vous ne voyez pas tous les

   chiffres à l'écran. Mais grosso modo, disons que

   quand on fait intervenir une composante puissance,

   il y a un léger déplacement de coût vers le point à

   point.

           Bon. On pourrait argumenter qu'il faudrait

   tenir compte de ce déplacement de coût-là pour

   changer un peu l'élément puissance unique que

   retient Hydro-Québec. Bon. Personnellement, pour la

   FCEI, on pense que ça ne vaut pas la peine de, pour

   les différences qu'on voit, là, de changer, de

   revenir à énergie/puissance. On peut garder la

   puissance. Ce n'est pas assez fondamental pour
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   aller chercher l'élément énergie.

           Si on veut aller là-dessus, il faudrait

   peut-être avoir une approche plus systématique,

   c'est-à-dire prendre le réseau et puis l'étudier

   sous toutes les coutures pour voir, bon, est-ce que

   certains éléments peuvent être partie puissance,

   partie énergie, quelle proportion. Il faudrait

   vraiment faire une analyse, un examen beaucoup plus

   systématisé du réseau si on veut établir deux

   éléments puissance/énergie.

           Je pense que, pour l'instant, la FCEI est

   confortable avec le fait qu'on attribue tout à la

   puissance, même s'il y a un léger déplacement de

   coût. Si on met un petit peu d'énergie vers, un

   léger déplacement de coût, je veux dire, vers le

   point à point, si on met l'énergie, je ne pense pas

   qu'on va vraiment prendre ça en ligne de compte

   pour tout de suite dans cette cause-ci.

           Et après la répartition par puissance,

   énergie, on l'a réglé, on a dit, on est d'accord

   avec la puissance, il y a la troisième étape, c'est

   la répartition par service. Le service que le

   Transporteur considère : charge locale, point à

   point.

           En fait, c'est là qu'on n'est pas d'accord
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   avec Hydro-Québec c'est-à-dire. Hydro-Québec prend

   la méthode du 1 CP pour allouer les coûts entre ces

   deux services-là. La FCEI privilégie la méthode de

   3 CP. Dans la preuve de l'expert de Hydro-Québec,

   l'expert lui-même reconnaît que si on regarde

   Hydro-Québec d'après le test, les quatre tests les

   plus couramment utilisés par la FERC, Hydro-Québec

   aurait plus l'air d'une entreprise qui aurait dû

   avoir recours au 4 CP ou au 3 CP.

           On pense aussi que le 3 CP établit un

   meilleur équilibre entre le 1 CP et le 12 CP. Le

   12 CP disons que, bon, la FCEI prétend que le 12 CP

   ne tient pas compte du réseau qui a vraiment un

   « peak » hivernal, là. On ne peut pas commencer à

   prendre douze « peaks » au cours de l'année. On

   pense qu'on doit rester en hiver.

           Donc, le 12 CP, O.K. Mais entre le 1 et le

   3, on trouve que le 3 CP établit comme une forme

   d'équilibre entre le 1 et le 12. Et le 3 CP prend

   en considération l'ensemble de la période d'hiver.

   On trouve que quelque part il y a plus de logique à

   aller vers le 3 CP qu'à quasiment viser une heure

   où le réseau est complètement en pointe.

           Disons que déjà avec trois heures, on

   pourrait dire qu'on n'est pas si... on est un peu
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   moins, je pourrais dire, on se donne un peu plus de

   latitude.

   (10 h 42)

           Ça termine le premier point de la

   présentation, l'allocation du coût de service du

   Transporteur. Là, on est rendu à la

   commercialisation des services de transport. Et on

   va regarder la tarification, le service de

   compensation d'écart de livraison et d'écart de

   réception, et la nouvelle politique de rabais

   proposée par le Transporteur.

           Point 1 : pourquoi on s'intéresse à la

   compensation d'écart? En fait l'idée c'est que

   c'est un principe général; que celui qui cause les

   coûts les supporte et éviter que certains retirent

   un avantage indu de ce type de service-là.

           À la base, je pense que ce qu'on demande à

   la Régie dans cette cause-ci c'est de faire

   préciser dans le Tarif c'est quoi les services

   qu'on rend finalement à ce qu'on appelle les

   réseaux voisins.

           Parce que quand j'ai commencé à étudier le

   service de compensation, je regardais ça; il y

   avait une question que j'avais posée. Hydro-Québec

   répond: « On ne peut pas exporter avec ce service-
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   là. » J'ai dit : parfait. Si on ne peut pas

   exporter, l'énergie est comme captive à l'intérieur

   du Québec. Les conditions me paraissent correctes.

   Mais quelque temps après, Hydro-Québec dit :

   « Bien, les réseaux voisins, c'est eux autres; on

   traite ça dans les conditions qu'on a avec les

   réseaux voisins. »

           Donc, là il y a quelque chose qui ne fitte

   pas. D'autant plus que j'ai entendu les

   représentants de Brascan témoigner puis ils

   disent : « Mais cette partie-là du service, du

   Tarif, c'est pour nous autres qu'elle est là et on

   ne voudrait pas qu'on soit pénalisé différemment

   selon qu'on est en excédent ou déficient de

   livraison ou de réception. »     J'ai dit : bon,

   o.k. Là, il y a vraiment un méchant flou dans ce

   coin-là et il va falloir préciser certaines choses.

           Dans une situation où finalement l'énergie

   reste à l'intérieur du Québec, ça me dérange pas,

   les conditions que je lis là, mais il faudrait

   préciser que si quelqu'un peut exporter; combien on

   lui fait payer maintenant la déficience d'énergie?

   Et en fait c'est un témoignage je pourrais dire en

   forme de question. C'est-à-dire c'est quoi? Il me
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   semble, d'après ce que j'ai entendu, que les

   réseaux voisins compensent en énergie s'ils sont en

   déséquilibre. Ils compensent en énergie, bon.

           Parfait, mais est-ce qu'on a déterminé la

   valeur de l'énergie entre le moment où ils ont eu

   besoin de se faire renflouer et le moment où ils

   remboursent cette énergie-là?

           Est-ce qu'on sait à quelle valeur, est-ce

   qu'il y a une façon d'établir cette valeur-là, de

   s'entendre sur un prix? Est-ce qu'il y a un délai

   de compensation - en fait, c'est tout un flou quand

   on parle de réseaux voisins que je trouve qu'on n'a

   pas encore assez... le tarif n'est pas assez clair

   là-dessus.

           La politique de rabais, on est favorable à

   la politique de rabais telle qu'elle est présentée,

   en autant que finalement ça ne coûte pas de

   l'argent à la charge locale. S'il y a une politique

   de rabais, il faudrait que ce soit une politique

   qui permette vraiment d'augmenter le facteur

   d'utilisation, si on veut, de la transmission qui

   permet de créer plus de trafic sur les lignes de

   transmission, mais il ne faudrait pas qu'on perde

   de l'argent avec cette politique-là.

           Et en fait, cette politique-là de toute
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   façon, il y a beaucoup d'inconnus actuellement sur

   ce qu'il en est. On a entendu le président même de

   Hydro-Québec Transmission qui nous a dit qu'il n'y

   croit pas trop trop; donc, il y a beaucoup

   d'inconnus.

           Donc, si on devait accepter, ce serait

   vraiment comme la FCEI recommande, que ce soit sur

   une base temporaire, provisoire ou bien une base de

   test. C'est-à-dire on l'accepte juste pour voir

   comment il fonctionne. Est-ce qu'il marche? Est-ce

   qu'on doit le réarranger, le fine tuner comme on

   dit à l'avenir pour qu'il rencontre les buts ou

   bien est-ce qu'on doit le laisser tomber

   complètement aussi.          Bon. Quant aux ajouts

   au réseau du transport, en fait la vérification

   qu'on a faite c'était vraiment une vérification de

   la méthodologie que Hydro-Québec utilise. On n'a

   pas remis en question la méthodologie, c'est une

   méthodologie que la Régie a acceptée. Tout ce

   qu'Hydro-Québec a fait finalement, c'était de

   mettre à date, je pourrais dire, les éléments comme

   se servir du nouveau coût du capital, des affaires

   de même, là.

           Donc, on a vérifié que tout est correct et

   le fait qu'il augmente à cinq cent soixante (560),
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   on est confortable avec ça. Et ça termine ma

   présentation.

   LE PRÉSIDENT :

   Merci. Alors, des questions?

   Me ANDRÉ TURMEL :

   Non, pas de questions.

   LE PRÉSIDENT :

   D'accord. Alors, encore une fois, faisant l'appel

   des intervenants qui avaient demandé du temps

   contre-interroger. L'ACEF de Québec est toujours

   absente, je crois. L'AQCIE-CIFQ?

   M. JEAN-BENOIT TRAHAN :

   Pas de questions.

   LE PRÉSIDENT :

   Merci. Option consommateurs?

   Me STÉPHANIE LUSSIER :

   Nous n'avons pas de questions.

   LE PRÉSIDENT :

   RNCREQ UMQ, absents. Ce qui de nouveau nous amène à

   vous, Maître Morel.

   CONTRE-INTERROGÉ PAR Me F. JEAN MOREL :

   Merci beaucoup, Monsieur le Président.

Q. [87] Bonjour Monsieur Rozéfort.

R. Bonjour Maître Morel.

Q. [88] Ça va bien?
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R. Oui.

Q. [89] Oui oui, o.k. C'est parce que d'habitude... je

   vous ai déjà vu assis l'autre côté! Je vais avoir

   que quelques questions aussi pour vous et elles

   vont porter un peu sur le même sujet que j'ai tenté

   d'aborder ou que j'ai abordé avec monsieur Harper.

   Il s'agit de la recommandation ou le fait, ou du

   fait que la FCEI préconise le recours à la méthode

   de 3 CP. Je suis à la page... l'acétate ou le

   powerpoint 12, page 13, c'est bien ça, où

   finalement vous indiquez que la méthode du 3 CP

   représente un équilibre entre le 1 et le 12 CP.

           Avant de vous demander exactement qu'est-ce

   que vous voulez dire par « équilibre », j'aimerais

   si possible vous référer à la page 11 de votre

   preuve. Et après la citation en anglais, il y a

   quelques paragraphes qui sont les vôtres. Et dans

   le paragraphe qui suit immédiatement la citation,

   vous dites entre autres :

                En outre, les relations de causalité

                sont respectées.

   En parlant de la méthode du 1 CP.

                Les charges de chauffage sont les

                charges les plus critiques. Les

                déficiences à la pointe sont
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                difficilement acceptables par les

                pouvoirs publics et par la population

                en général.

   J'imagine que c'est la même chose pour la FCEI?

R. Oui oui. Oui.

Q. [90] Qui est cliente.

R. Oui.

Q. [91] Ou ses membres qui sont clients d'Hydro-

   Québec.

R. Oui.

Q. [92] Parfait. Je saute le prochain paragraphe et je

   vous lis un extrait du suivant :

                La FCEI soumet que la plus forte

                demande sert probablement de barème à

                la planification de toute utilité. Si

                ces considérations d'ingénierie

                devaient guider le choix de la méthode

                de répartition par service, la méthode

                du 1 CP serait généralement acceptée.

   Je suis d'accord avec ça. Et donc avec ces constats

   sur la méthode du 1 CP et son fondement,

   qu'entendez-vous par « équilibre » entre le 1 CP et

   le 12 CP lorsque vous choisissez ou préconisez le

   choix du 3 CP?

R. Oui, o.k. En fait, l'idée que je veux développer
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   c'est qu'il n'y a pas une méthode disons à rejeter

   complètement. Le tout, question je pourrais dire

   d'examen, le tout est question de balance, si je

   peux m'exprimer ainsi.

           Donc, en fait la méthode du 1 CP, quand je

   dis que la méthode du 1 CP repose sur des

   considérations d'ingénierie, c'est-à-dire il n'y a

   pas, comme disait monsieur Harper ce matin, il n'y

   a pas une utilité qui va dire : je programme mes

   capacités pour ne pas répondre à la pointe. Tout le

   monde essaie de répondre à la pointe. Donc, étant

   donné que tout le monde essaie de répondre à la

   pointe, on peut dire qu'il y aurait - si on suivait

   la logique d'Hydro, tout le monde serait sur le

   1 CP. Mais le 1 CP c'est une heure de l'année. Et

   puis moi je dis que le 3 CP établit un meilleur

   équilibre entre le fait de prendre une heure,

   l'heure de la plus forte demande et le 12 CP. Le

   12 CP, bon, je l'ai rejeté parce que de toute façon

   il n'était pas trop trop réaliste là, mais je me

   dis : entre une heure et trois heures, moi je dis

   qu'avec trois heures on a plus de confort. Et c'est

   pour ça que je vous dis aussi que la méthode du

   3 CP permet de regarder l'ensemble de la période

   d'hiver. C'est-à-dire, bon, l'hiver dure plus
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   longtemps au Québec là, disons six mois! Mais au

   moins on peut regarder trois mois.

   (10 h 52)

Q. [93] Donc, en vous rappelant, et vous l'avez

   reconnu, je pense, la justification pour le 1 CP

   sur des considérations d'ingénierie et des

   considérations, je pense, qui vont au-delà aussi

   que vous décrivez comme tout le monde essaie de

   répondre à la pointe et que, en fait, c'est une

   attente de la clientèle qu'on puisse répondre à la

   pointe. L'équilibre que vous recherchez n'est-elle

   pas plutôt une considération de structure tarifaire

   plutôt que de répartition de coût?

R. Bien, je vais être bien honnête avec vous, je pense

   que l'équilibre est encore un équilibre de coût.

   L'équilibre que je recherche, c'est un équilibre de

   coût, c'est-à-dire, je trouve que la méthode de

   l'heure la plus élevée en pointe, là, est trop

   restrictive pour l'allocation du coût. Je trouve

   que cette méthode est trop restrictive. Peut-être

   qu'on aurait pu prendre, je ne sais pas, moi, les

   cinquante (50) heures les plus actives de l'hiver.

   Je ne sais pas. Il y a d'autres méthodes. Je trouve

   que même, il faudrait considérer un plus grand

   nombre d'heures, un plus grand nombre de quelque
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   chose, là, pour prendre en compte la planification

   de la pointe.

Q. [94] Ça complète mon contre-interrogatoire. Merci.

   INTERROGÉ PAR LE PRÉSIDENT :

   Je vous remercie beaucoup.

Q. [95] Deux questions pour vous, Monsieur Rozéfort.

   Une première qui est simplement une précision. À

   l'égard de la pièce FCEI-1, qui est le mémoire, je

   vous amène à la page 14 relativement à la

   tarification des services de compensation d'écart

   de livraison. Votre conclusion était à l'égard

   -c'est en gras en bas de la page- que si votre

   compréhension est bonne, les modalités tarifaires

   qui s'appliquent sont acceptables. Je veux juste

   m'assurer que, dans le présent dossier, vous

   êtes... je crois comprendre de votre présentation

   orale maintenant, que vous êtes satisfait que votre

   compréhension est la bonne?

R. Oui, c'est-à-dire... Excusez! O.K. Je vais

   vérifier. C'est-à-dire si, dans le cas où on ne

   peut pas importer cette énergie-là... excusez! on

   ne peut pas exporter cette énergie-là, je suis

   d'accord avec les modalités que je vois. Mais si ça

   passe la frontière, je pense qu'il faudrait

   préciser c'est quoi les relations qu'on a avec les
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   réseaux voisins. Parce que dans une réponse, je

   pense que... Attends! Je pense que HQT-6 document 7

   page 8 de 122, R.6b)...

Q. [96] Je m'excuse. HQT-6 document 7 page?

R. Document 7 page 8 de 122. La réponse 6b). Je pense

   que quelque part à une question, je pense que c'est

   OC qui l'avait posée, et HQT répond :

                Certains cas concernent les réseaux

                voisins.

   C'est-à-dire, dans ce cas-là, quand c'est pour

   l'exportation, on s'arrange, le Transporteur...

   Quand il y a de l'exportation, généralement, on

   s'arrange, le Transporteur avec ces réseaux-là. Or,

   comme je vous disais tantôt, j'ai remarqué que les

   réseaux voisins, Alcan et Brascan sont très

   inconfortables avec les conditions. Donc, je dis

   « précisez! »

Q. [97] Donc, votre préoccupation reste valide à

   l'égard non pas du service d'importation aux fins

   de la charge locale, mais reste une préoccupation à

   l'égard d'une importation point à point, ainsi que

   du service pour les réseaux voisins?

R. Oui, c'est-à-dire, si on peut exporter, je trouve

   qu'il faut surveiller finalement, entre guillemets,

   je ne dis pas ça avec méchanceté, si on peut
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   exporter cet... parce que dans le gaz, là, bien

   souvent, je prends un peu quelque chose que je

   connais un peu, bien souvent, on essaie d'éviter

   que quelqu'un joue le système. Parce que ma

   question que j'avais posée à HQT : Est-ce que vous

   êtes sûr que personne ne peut jouer le système?

   Parce que, à tout moment, il connaît quelle

   pénalité, entre guillemets, à quelle pénalité il va

   s'exposer.

           Donc, s'il peut exporter de l'électricité,

   les marchés sont rendus complètement fous, il peut

   dire, je prends la pénalité, j'exporte, je ne livre

   pas, je fais un déséquilibre. Donc, c'est un peu

   toute cette possibilité, je pourrais dire de jouer,

   entre guillemets, le système. Je ne dis pas qu'il y

   a des méchants nécessairement. C'est cette

   possibilité de jouer le système, je voudrais qu'on

   clarifie.

Q. [98] D'accord. Le but de ma question était

   simplement, puisque vous commenciez avec une

   condition « si » que cette préoccupation reste

   valide ou si elle est comblée. Vous m'indiquez

   qu'elle reste...

R. Oui.

Q. [99] ... à votre esprit.
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R. Oui.

Q. [100] Et pour la deuxième question, j'attire votre

   attention sur la pièce FCEI-2, qui est votre

   présentation de ce matin sur acétate, à la page 11

   dans les conclusions à l'égard de la répartition

   puissance et énergie comme facteurs de

   classification. Votre conclusion a comme première

   composante le fait qu'il y ait une diminution non

   significative du revenu requis de la charge locale.

   Donc, j'en déduis que, dans votre compréhension, la

   répartition énergie/puissance n'a pas un impact

   important aux fins de l'allocation des coûts?

R. Vous avez bien vu.

Q. [101] Maintenant, ce que je veux savoir, c'est que

   dans la mesure où d'autres intervenants font une

   proposition contraire, si d'autres intervenants

   disent « il y a un impact monétaire important de

   cette répartition », est-ce que la position de la

   FCEI dans cette situation hypothétique où il y a un

   impact, est-ce qu'elle est toujours la même? Est-ce

   que vous supportez toujours entièrement la

   répartition puissance?

R. Si d'autres intervenants disent qu'il y a un

   impact, moi, je dirais que je supporte la

   répartition pareil. Peut-être que j'ajouterais une
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   deuxième étape. Je dirais que si on veut vraiment

   vider la question, qu'on fasse une vraie étude, je

   pourrais dire, de tout le réseau pour voir. Mais

   si... non, moi, je ne changerai pas parce que

   d'autres pensent d'autre chose.

Q. [102] Donc, autrement dit, votre support est non

   pas en fonction du résultat monétaire mais il est

   en fonction du principe. C'est ce que je comprends?

R. Il est en fonction des deux. C'est-à-dire, je me

   dis, avec les chiffres qu'il y a là, il est en

   fonction des deux. Avec les chiffres que j'ai là,

   ce que je vois, avec les petits, je pourrais dire,

   les petits appareils que j'ai transférés, que j'ai

   « splités » entre énergie et puissance, là, je me

   dis, bon, O.K., je vois quelque chose passer, mais

   parfois quand je faisais ça sur Excel, j'avais de

   la misère rien qu'avec des décimales, là. Deux

   simulations tombaient presque identiques.

   « Anyway! » Moi, je me dis, bon, avec ça, là, ce

   que je vois là n'est pas suffisant pour me faire

   bouger.

Q. [103] C'est justement, c'est là qu'est l'objet

   précisément de ma question. Ce que vous me dites,

   c'est que votre support est fondé sur le principe

   ainsi que sur le résultat.
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R. Oui.

Q. [104] Et ce que je veux savoir en quelque sorte,

   c'est où vous vous situez sur le principe seul.

R. Ah! le principe seul?

Q. [105] Je vous présente donc une situation

   hypothétique où le résultat est défavorable. Alors,

   quelle est là votre position sur le principe?

R. Sur le principe seul. Bon. Pour faire une histoire

   très courte. Principe seul, puissance. Parce que

   j'ai bien lu là-dessus. Il n'y a pas vraiment grand

   monde qui font de la transmission en énergie.

Q. [106] D'accord.

   (11 h)

   LE PRÉSIDENT :

   Maître Ouimette, est-ce que vous avez des questions

   additionnelles?

   Me JEAN-FRANÇOIS OUIMETTE :

   Non.

   LE PRÉSIDENT :

   Alors, voilà qui complète pour les questions de la

   Régie. Est-ce que, Maître Turmel, vous avez un

   réinterrogatoire?

   Me ANDRÉ TURMEL :

   Non Monsieur le Président.
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   LE PRÉSIDENT :

   Alors, voilà qui complète pour la présentation de

   la FCEI. Je vous remercie beaucoup, Monsieur

   Rozéfort.

   M. LOUIS-RENAULT ROZÉFORT :

   De rien.

   LE PRÉSIDENT :

   Avant qu'on se quitte, peut-être juste une ou deux

   petites questions d'intendance, si vous me donnez

   juste une petite seconde. Alors, le premier

   concerne les engagements - et je me tourne vers

   vous, Maître Morel, vous allez me sentir coriace

   mais je me demandais si vous pensez être en mesure

   de compléter les engagements pour mercredi, c'est-

   à-dire au moment où on va finir la portion

   présentation de la preuve de chacun des

   participants.

   Me F. JEAN MOREL :

   On vise plutôt demain matin, d'autant plus qu'on a

   un après-midi exceptionnel pour ce faire. Ce n'est

   pas une promesse dure comme fer...

   LE PRÉSIDENT :

   Non, c'est pour ça que...

   Me F. JEAN MOREL :

   Ça pourrait aller jusqu'à mercredi, mais en fait on
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   vise à avoir le plus grand nombre possible pour

   demain. Et quitte à compléter au besoin mercredi.

   LE PRÉSIDENT :

   Parfait. Ce qui m'intéresse finalement c'est de

   pouvoir compléter les engagements avant que les

   parties commencent à plaider.

   Me F. JEAN MOREL :

   Je comprends.

   LE PRÉSIDENT :

   Parfait. Et le deuxième concerne justement le temps

   de plaidoirie. Ce que la Régie propose aux

   participants c'est un horaire qui va s'étendre non

   plus sur deux jours, mais trois jours. Avec le

   nombre de participants là, ça nous semblait un

   estimé de temps plus raisonnable. Et la répartition

   - et les modalités seraient les suivantes. Nous

   accorderons environ une heure trente au

   Transporteur pour plaider en chef, et nous laissant

   une petite marge de manoeuvre pour les questions

   adressées aux procureurs de la part de la formation

   dans le cadre des plaidoiries. Suivi de quarante-

   cinq (45) minutes pour chacun des intervenants pour

   présenter leur position, encore une fois laissant

   quelques minutes à la formation pour échanger avec

   vous le cas échéant. Puis enfin, le même temps,
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   environ quarante-cinq (45) minutes au Transporteur,

   ou une heure en réplique si besoin est, suite aux

   plaidoiries des intervenants. Ça, ça nous donne un

   calendrier qui va combler trois journées. Pour vous

   donner un peu de flexibilité toutefois, les heures

   seront marchandables et échangeables.

           Donc, ce qui importe à la Régie c'est de

   pouvoir compléter dans le temps total, mais si un

   intervenant désire prendre plus de temps et un

   intervenant moins de temps, nous serons ouverts à

   cette flexibilité-là pour le temps de plaidoiries.

           Donc, les participants qui sont présents,

   je vous en informe maintenant. Je vais informer

   aussi la secrétaire de la Régie de façon à ce

   qu'elle informe tous les participants au dossier.

   Puis donc, dans ce scénario-là, nous serons à même

   de terminer lundi avec trois jours de plaidoiries.

   Me ANDRÉ TURMEL :

   Juste une seule question, Monsieur le Président.

   C'est toujours dans la fenêtre huit heures trente

   treize heures trente (8 h 30 - 13 h 30)?

   LE PRÉSIDENT :

   Oui, toujours dans cette optique-là qui nous

   laisse... c'est cinq heures, environ quatre heures

   et demie de temps utile, et avec une répartition ça
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   nous permet d'entrer dans les temps.

   M. JEAN-BENOIT TRAHAN :

   Une petite question également. Est-ce qu'on suit

   l'ordre qui a été établi jusqu'à maintenant ou...

   LE PRÉSIDENT :

   Cet ordre-là n'est pas encore établi. Alors, je

   vais consulter mon équipe et mes collègues, mais si

   des aménagements particuliers sont choisis par les

   participants, encore une fois nous serons ouverts

   aux transactions que vous voudrez bien avoir avec

   les autres parties si le temps alloué n'est pas

   opportun.    Alors, sur ce, nous ajournons les

   débats pour aujourd'hui et on se retrouve demain

   matin, huit heures trente (8 h 30), cette fois-là

   pour la preuve du RNCREQ et des représentations

   additionnelles si l'UMQ en a... on verra la

   position de maître Cadrin, ainsi que la

   présentation de l'ACEF de Québec. Merci beaucoup.

   AJOURNEMENT AU 22 NOVEMBRE 2005 À 8 H 30.

                 ____________________
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           Nous, soussignés, ODETTE GAGNON et JEAN

   LAROSE, sténographes officiels dûment autorisés à

   pratiquer avec la méthode sténotypie, certifions

   sous notre serment d'office que les pages ci-dessus

   sont et contiennent la transcription exacte et

   fidèle de la preuve en cette cause, le tout

   conformément à la Loi;

   Et nous avons signé :

   ____________________            ____________________

   ODETTE GAGNON                   JEAN LAROSE

   Sténographe officielle          Sténographe officiel

