Option consommateurs

Information Requests Re:
HQT’s Rate Application - R-3549-2004 Phase 2

Question #1
Reference:
HQT-1, Document 1, page 7, lines 3-7
HQT-4, Document 1, page 6, lines 17-20
Question:

a) Please identify the specific government rulings, regulatory principles and Régie findings in decisions D-1999-120, D-2002-95 and D-2005-50 that guided the development of the Application and with which HQT considers the current Application as being in conformance.
Question #2
Reference:
HQT-2, Document 1, page 10, lines 20-23

Question:

a) Please provide a schedule that indicates how many of the 26 customers have:
· Their points of receipt and delivery both within Quebec (i.e., domestic transmission service)

· Their point of receipt within Quebec and the point of delivery as an interconnection point (i.e., export transmission service)

· Their point of receipt as an interconnection point and the point of delivery within Quebec (i.e., import transmission service)
· Their points of receipt and delivery as both interconnection points (i.e., wheel through service).

b) Please confirm that HQP is a point-to-point transmission service customer but HQD is not.  If this is not the case, please explain.
Question #3
Reference:
HQT-2, Document 1, page 12, lines 20-24

Question:
a) Please confirm that HQP “self-supplies” the five ancillary services discussed on page 12.
b) Do any of the other point-to-point transmission service customers “self-supply” any of these five ancillary services or obtain the services from a 3rd party (other than HQT)? If yes, please specify which services.
Question #4
Reference:
HQT-2, Document 1, page 13, lines 8-10 and page 14, Table 1 & lines 4-10

Question:
a) Please explain why all the revenues obtained by HQT for voltage support are remitted to HQP (page 14), when, as discussed on page 13, voltage support is also provided by transmission equipment.
b) Is it possible/practical to determine the amount of voltage support provided by transmission versus generation equipment?  If not, why not?  If so, please do so for 2004.

Question #5
Reference:
HQT-2, Document 1, page 15, lines 1-4

Question:

a) Are all of the revenues received by HQT for frequency control remitted to HQP?  If not, please indicate the percentage of revenues remitted to HQP in 2004.
Question #6
Reference:
HQT-2, Document 1, page 15, lines 10-24

Question:
a) Please clarify the application of the 30-day requirement for netting out imbalances in actual versus planned deliveries.  For example:
· How is the 30-day requirement applied, e.g., is the total imbalance checked on a monthly basis or is a 30-day rolling window used?

· What are the consequences of failing to eliminate imbalances within 30 days?

b) Does the energy delivery imbalance service apply to parties who are exporting and the point of delivery is one of HQT’s interconnection points?  If not, why not?
Question #7
Reference:
HQT-2, Document 1, page 16, lines 8-15

Question:
a) Does the same imbalance margin (1.5%) and requirements around eliminating imbalances within 30 days apply to the energy receipt imbalance service?
b) Does energy receipt imbalance service apply to parties who are importing (i.e., where the point of receipt is one of HQT’s interconnection points)?  If not, why not?

Question #8
Reference:
HQT-2, Document 1, page 20, line 22 to page 24


HQT-4, Document 3, pages 38-40
Question:
a) Would discounts that are based on an approved formulae that incorporate actual market conditions (e.g., discounts calculated based on the actual difference between the market prices in different jurisdictions – similar to the approach adopted by BCTC and outlined in HQT-4, Document 3, pages 38-40) be considered a Type 1 or a Type 3 form of discount?  Please explain.
Question #9
Reference:
HQT-2, Document 1, page 22, lines 8-16
Question:
a) If it can be demonstrated that the existing short-term point-to-point service rate is too high to facilitate use of any transmission path, wouldn’t a discount policy based on ensuring that at least one path is economic potentially lead to increased transmission service revenues without the risk of reduced revenues from other transmission paths?
Question #10
Reference:
HQT-2, Document 1, page 22, lines 23-27



HQT-2, Document 3, page 14, lines 3-9
Question:
a) Given that (i) almost 80% of the short-term point-to-point transactions are by HQP (HQT-2, Document 3, page 12) and (ii) HQP’s use of short-term point-to-point service is not for purposes of wheeling between neighbouring jurisdictions (HQT-2, Document 3, page 14), please explain:

1. Why is the price differential between neighbouring jurisdictions considered an appropriate metric for the value of point-to-point transmission service?
2. What is the appropriate metric for the value of transmission service to HQP to ensure that any discounting does not simply lead to lower unit revenues from HQP without an offsetting increase in usage?
b) Please comment on the capability of the inter-tie with Ontario to facilitate imports and exports for purposes of wheeling between neighbouring networks.  In the response, please specify (i) how much of the inter-tie capacity with Ontario is currently used for imports and exports and (ii) what is the total annual import capability and export capability in the peak and off-peak periods.

Question #11
Reference:
HQT-2, Document 1, page 24, lines 5-13

HQT-3, Document 1, page 16, lines 8-29 and page 21, lines 1-6

HQT-3, Document 6, page 6, Table 3 and pages 17-19, Table 7
Question:
a) What are the total estimated costs (for 2005) of maintaining and managing the OASIS? 

b) Does the cost in (a) reflect all of the activities associated with managing the provision of point-to-point service (e.g., maintaining/managing the OASIS, managing and confirming reservations, billing & collecting, etc.)?  If not, what is the value of these additional costs for 2005?

c) In which HQT cost centres and in which line elements of HQT’s cost of service are the cost of OASIS and any other activities related to managing point-to-point service included?

d) Are OASIS and the other activities related to managing the provision of point-to-point service also used to provide native load service?  If yes, please explain how and why.

Question #12
Reference:
HQT-2, Document 1, page 26, lines 13-22 



HQT-2, Document 4, page 3

Question:
a) Please elaborate on what types of Transmission service requests the proposed complaint process would apply to.  For example, does the proposed complaint process apply to:

· Requests for service under HQT’s Open Access Tariff?
· Requests for connection service/upgrades by transmission connected customers of HQD?

Question #13
Reference:
HQT-2, Document 2, page 6, Table 2 and lines 14-17
Question:
a) With respect to Table 2, please provide a schedule that breaks out the annual reservation for short-term firm point-to-point service for HQP and for other customers using the service for the years 2001 through 2004.
b) With respect to the breakdown  provided in response to part (a), for each year, please indicate the MW of firm point-to-point service reservations associated with:

· Transmission service where the points of receipt and delivery are both within Quebec (i.e., domestic transmission service)

· Transmission service where the point of receipt is within Quebec and the point of delivery is an interconnection point (i.e., export transmission service)

· Transmission service where the point of receipt is an interconnection point and the point of delivery is within Quebec (i.e., import transmission service)
· Transmission service where the points of receipt and delivery are both interconnection points (i.e., wheel through service).
Question #14
Reference:
HQT-2, Document 2, page 7, lines 19-25

Question:

a) Please confirm that while existing short-term firm point-to-point customers seeking to renew their service reservations have priority in terms of consideration of their request, they would still be responsible for making capital contributions (as per HQT’s maximum allowance policy) for any network upgrades required to extend their current service.  If not, please explain how any network upgrades required to meet their new service request are funded.
Question #15
Reference:
HQT-2, Document 2, page 8, lines 3-7

Question:

a) Please specify whether the 1.7 TWh and 7.5 TWh values quoted are the reservation values (i.e., MWs reserved * delivery period) or the actual TWh of energy transmitted.

Question #16
Reference:
HQT-2, Document 2, page 8, Table 3
Question:
a) Please confirm that Table 3 includes revenues from all point-to-point services (including long-term firm point-to-point services).
b) Please provide a schedule, similar to Table 3, which includes only short-term point-to-point service.

Question #17
Reference:
HQT-2, Document 2, page 9, Table 4



HQT-2, Document 1, page 5, line 20 to page 6, line 8
Question:
a) Please provide a schedule similar to Table 4 that breaks down:

· The annual deliveries to the interconnections as between those sourced from HQP versus other suppliers.

· The annual receipts at the interconnections as among those for (i) HQP; (ii) HQD; and (iii) other users.  As part of this breakdown please separate the imports from neighbouring networks by HQD versus HQP – as discussed in HQT-2, Document 1.
b) Please provide a schedule similar to Table 4 but which breaks down the 2001 through 2004 deliveries and receipts on a monthly basis.
Question #18
Reference:
HQT-2, Document 2, page 10, Table 5 and page 11, lines 18-21.

Question:
a) Table 5 shows a total of 9.4 TWh of short-term point-to-point service projected for 2005.  Page 11 suggests that there are 9.3 TWh of short-term point-to-point service associated with deliveries to neighbouring jurisdictions.  Please confirm if this discrepancy is due to rounding.  If not, please explain the discrepancy.
b) Please provide a schedule (comparable to Table 5) that

· Sets out the level of short-term point-to-point transmission service provided in each of the years 2001-2004 (inclusive) by type of service (i.e., monthly, weekly and daily point-to-point service and whether it was firm or non-firm service), and

· Separates the services provided to HQP from those provided to other parties.
Question #19
Reference:
HQT-2, Document 2, page 10, Table 5 and page 11, line 23 to page 12, line 10
Question:
a) Please describe the long-term point-to-point service provided to CRT and the New England Systems (e.g., Points of Delivery and Receipt, Term of Service, etc.).
b) Please confirm that:

· The 405 MW of short-term point-to-point service included in Table 5 represents the reservations for the CRT and New England Systems.
· The 3.8 TWh of imports to meet HQD requirements in 2005 is captured in Table 5 by the 34,060 MW of native load service.
If not, please explain.
Question #20
Reference:
HQT-2, Document 3, page 6, lines 2-5

Question:

a) Please confirm whether HQT did or did not offer a 25% discount on all short-term services as directed by the Régie in D-2002-95 from May 2002 until January 2003.
b) If all short-term transmission services were discounted from May 2002 onwards, please confirm that effective January 15, 2003 through January 14, 2004 only off-peak hour short-term services were discounted by 25%.

Question #21
Reference:
HQT-2, Document 3, page 14, lines 3-9



HQT-4, Document 3, page 28, lines 12-22

Question:
a) During the 2002-2004 period, has HQP ever imported power from neighbouring jurisdictions in order to allow for resale during higher priced periods as Dr. Orans has suggested parties might do?  (Note:  In HQP’s case such exports could be used to help fulfill its Heritage Pool obligations in the off-peak, thereby allowing HQP to reduce the draws on its hydro-storage and, instead, utilize the hydro production during the subsequent peak period for purposes of making export sales).

b) If the answer to part (a) is yes, please indicate what HQT transmission service charges were applied to such transactions.
c) If the answer to part (a) is no, can HQT offer any insight as to why not?

Question #22
Reference:
HQT-2, Document 3, page 14, lines 20-25; page 15, Table 4 and page 16, Table 5

Question:

a) Do the price differentials calculated by HQT also take into account the additional transmission costs in either Ontario and New England or Ontario and New York that would be incurred by a party wheeling energy between Ontario and New England or New York respectively?  

b) If not, what is HQT’s estimate of the additional transmission costs (i.e., over and above HQT’s transmission service charges) that would have been incurred in 2003 by a 3rd party:
· Wheeling power from Ontario to New York or New England

· Wheeling power from New England or New York to Ontario.

Question #23
Reference:
HQT-2, Document 3, page 12, lines 3-9; page 13, Table 3 and page 15, lines 1-3

Question:
a) HQT has indicated that apart from HQP there was one other customer using hourly point-to-point service on a regular basis during the period in question.  Was this customer securing HQT transmission services for purposes of wheeling power through Quebec?  If not, what were the points of receipt and delivery for this customer?
b) Table 3 indicates that of the total short-term point-to-point hourly service reservations over the period, 8% were discounted reservations for customers other than HQP.  Of the MWh this represents, what percentage involved “wheeling through” transmission service (i.e., service where both the point of receipt and point of delivery are interconnection points on HQT’s system)? 

c) If, as the analyses performed by HQT suggest, there was economic benefit to be gained from wheeling power through Quebec during this period, does HQT have any explanation as to why more transactions did not occur?

Question #24
Reference:
HQT-2, Document 5, page 7, lines 6-17

Question:

a)  In those cases where the peak period energy to be sold is “acquired” at a lower cost in the off-peak period:

1. Would HQP and/or other parties in Quebec making such transactions need to purchase HQT’s short-term transmission service in order to acquire the power from neighbouring networks during the off-peak period?  If not, why not?

2. Would HQP and/or other parties in Quebec making such transactions need to purchase HQT’s short-term transmission service in order to deliver the power to neighbouring networks during the peak period?  If not, why not?

b) If the response to (a-1) is yes, could the proposed off-peak discounts simply reduce the transmission service revenues associated with the types of peak/off peak transactions described on lines 6-9 without any commensurate increase in volumes?  If not, please explain why.
Question #25
Reference:
HQT-2, Document 5, page 7, lines 14-17



HQT-4, Document 3, pages 27-28

Question:
a) Has HQT performed any analyses (other than that presented by Dr. Ren Orans in HQT-4, Document 3, pages 27-28) to demonstrate that the current rate levels for short-term point-to-point service in the peak period do not impede the types of peak / off-peak transactions discussed.  If so, please provide the analyses.
Question #26
Reference:
HQT-2, Document 5, page 7, line 22 to 24 
HQT-2, Document 5, page 11, line 24 to page 12, line 8
Question:
a) Please confirm that the rebates will be based on the actual real time energy prices for neighbouring markets.  If this is not the case, please indicate what prices will be used in the rebate formula.
b) Given that parties must anticipate the size of the potential rebate and are at risk for any inherent uncertainty, has HQT undertaken any analysis of the typical variance/bias between the day ahead prices in neighbouring markets and the real time prices in the same markets?  If so, please provide.

Question #27
Reference:
HQT-2, Document 5, page 7, line 22 to page 8, line 9

HQT-2, Document 1, page 21
Question:
a) Please confirm that, in those circumstances where the rebate is to be paid, the resulting short-term transmission rate effectively captures all of the economic benefit associated with initiating an energy transfer between two of HQT’s neighbouring networks.  

b) Subject to the confirmation in part (a) that there is no margin remaining, what is the benefit to a third party of initiating a transfer of off-peak energy between two of HQT’s neighbouring jurisdictions?

c) Please confirm that the rebate proposal would apply to all requests for off-peak short-term point-to-point hourly transmission service including:

· Those with originating points in Quebec and neighbouring networks as the destination point.

· Those with originating points in a neighbouring network and Quebec as the destination point. 

d) The adoption of the proposed rebate policy would result in different rates for different transmission paths at the same time based on a pre-established formula.  Please confirm that the proposed rebate is a “Type 3” form of discount, as per the definitions in HQT-2, Document 1, page 21.

e) The adoption of the proposed rebate policy would result in different rates for different transmission paths at the same time.
1.  Please confirm that this rebate policy results in the type of rate that the Régie refused to authorize in D-2002-95 due to the statutory requirements of An Act respecting the Régie de l’énergie (“the Act”).  

2.  In HQT’s view, does the proposed rebate meet the requirements of the Act?  If yes, please explain why?
Question #28
Reference:
HQT-2, Document 5, page 8, lines 10-13 and page 13, Table 1
Question:
a) What is the rationale for setting $2.00/MWh as the minimum level of revenue for off-peak point-to-point transactions?  
b) With reference to Table 1, how many more hours would the rebate have been applicable in 2004 if the minimum level of revenue was reduced to:

· $1.00/MWh

· $0.50/MWh
Question #29
Reference:
HQT-2, Document 5, page 11, lines 11-19
Question:
a)  What is the estimated cost to HQT of implementing the proposed rebate policy?
Question #30
Reference:
HQT-2, Document 5, page 12, lines 13-22 and page 13, Table 1

Question:
a) Please clarify the use of the term “3rd party” (clients tiers) in the text and in Table 1 (i.e., does the analysis include transactions by HQP)?  If HQP in not included in the Table, please redo Table 1 including transactions by HQP.  
b) If Table 1 does not include transactions by HQP, please also revise the response to Question 28 (b) to include HQP transactions.

c) Please provide a revised version of Table 1 that also includes:

· New York to Quebec transactions

· New England to Quebec transactions

· Ontario to Quebec transactions
· Quebec to New York transactions

· Quebec to New England transactions

· Quebec to Ontario transactions

d) If Table 1 does not include HQP, please redo the response to part (c) including transactions by HQP.
Question #31
Reference:
HQT-2, Document 5, page 12, lines 13-19 and page 13, Table 1
Question:
a) HQT notes (and Table 1 indicates) that transactions between neighbouring networks have occurred even when HQT’s short-term transmission rate exceeded the difference in the price of energy between jurisdictions (net of additional transmission costs).  Doesn’t this suggest there’s a potential for loss of revenue under HQT’s proposed rebate scheme?
Question #32
Reference:
HQT-2, Document 1, page 10, lines 2-9


HQT-2, Document 2, page 5, Table 1 and page 10, lines 8-19


HQT-3, Document 1, page 27, lines 16-22



HQT-4, Document 1, page 10, lines 25-27

Question:

a) Please provide a simplified explanation as to the difference between native load service and system integration service.  

b) Please explain why HQD is considered a native load service customer as opposed to a system integration service customer.

c) HQT states that HQD is currently the only native load service customer (HQT-2, Document 1, page 10).  Has HQD always been HQT’s only native load service customer?  If there was more than one native load service customer for the period 2001-2005, please provide a schedule that breaks down the values provided in HQT-2, Document 2, Table 1 by native load customer.

d) Does native load service provide HQD with all the transmission services it will require to:

· Obtain delivery of Heritage Pool Energy from HQP,

· Obtain delivery of any imports contracted for to meet its load requirements,

· Obtain delivery of generation purchased from third-parties through CFTs?

e) Are there any circumstances under which HQD would require point-to-point service to meet domestic loads?  If so, please explain what they are?
f) If HQP imports power to meet its Heritage Pool obligations due to the unavailability of sufficient native generation, is the transmission service required from HQT considered:

· Point-to-point service, or 

· Part of HQD’s contracted native load service 
      Please provide the rationale for the response.
g) If HQP imports power to meet its Heritage Pool obligations in order to increase hydro storage and subsequently permit exports, is the transmission service required from HQT considered:

· Point-to-point service, or 

· Part of HQD’s contracted native load service?

      Please provide the rationale for the response
h) In the event that HQD were to export surplus power it had under contract, would it be required to contract for point-to-point service or would the transaction be covered under the existing native load service rate?  Please explain your response.
Question #33
Reference:
HQT-3, Document 1, page 11, lines 19-22


1992 NARUC Manual, pages 2-4
Question:

a) Please confirm that, as exhibited by the discussion on pages 2-4 of the NARUC Manual, the referenced 1992 NARUC Manual was prepared without consideration of open access transmission systems.

b) Does the separation of transmission as required by FERC’s criteria for open and comparable transmission access lead to the need for additional functions to be adopted in the cost allocation methodology?  If so, please explain what additional functions are required.  If not, please explain why not.
Question #34
Reference:
HQT-3, Document 1, page 11 lines 19-22

Question:

a) Has HQT undertaken any review of the functions used by other transmission service providers (in either Canada or the USA) in their cost allocation methodologies?  If so, please identify the specific transmission providers and the “functions” used in their cost allocations studies.
Question #35
Reference:
HQT-3, Document 1, pages 13-14



HQT-1, Document 1, page 6, lines 21-22


HQT-2, Document 1, page 11, lines 2-18



HQT-4, Document 3, page 41, lines 4-12
Question:

a) Does the $2,591.0 M revenue requirement for 2005 include any of the costs HQT will incur to provide the ancillary services outlined in HQT-2, Document 1?  
b) If not, please explain why not as they will be part of the cost of HQT’s operations for the year?  
c) If yes, then please indicate:

1. For which ancillary services have the costs been included in the 2005 revenue requirement?
2. What are the 2005 dollar values for the ancillary services included?
3. Where are the ancillary services reflected in the revenue requirement? 

4. To what functions/sub-functions are they allocated?
Question #36
Reference:
HQT-3, Document 1, page 13, lines 4-28 and page 14, lines 1-10
Question:

a) Please outline the specific criteria or methodology used to establish whether a transmission line will be categorized as a “connection line” in the Raccordement des centrales function or a “high voltage line” in the Réseau function.

b) Please describe the specific criteria or methodology used to establish whether a transmission line will be categorized as a “high voltage line” in the Réseau function or as a high voltage customer connection line in the Raccordements des clients function.

c) With reference to the situation set out in Figure A, please indicate to which function/sub-function transmission line segments A, B and C would be assigned, where the HV (High Voltage) Customer is a single large industrial customer of Hydro Québec Distribution.
Figure A


[image: image1]
d) For purposes of categorizing transmission lines as sub-transmission, do the references to a “high voltage customer” mean one single customer of HQD or is HQD as a whole considered to be a single “high voltage customer”?  
e) For example, with reference again to Figure A, does the classification of transmission line segments A, B and C change if the HV Customer is actually HQD and transmission line segment “C” is providing service to a HV delivery point for HQD’s network system?

f) Similarly, with reference to the situation set out in Figure B, please indicate to which function/sub-function transmission line segments A, B, and C would be assigned where each HV Customer is an individual large industrial customer of HQD.

Figure B


[image: image2]
g) Again, with reference to Figure B, would the assignment of any of the line segments change if:

1. HV Customer 1 is actually HQD and transmission line segment “C” is providing service to a HV delivery point for HQD’s network system?

2. HV Customer 2 is actually HQD and transmission line segment “B” is providing service to a HV delivery point for HQD’s network system?

3. Both HV Customers are actually HQD and transmission line segment “B” and “C” are providing service to a HV delivery points for HQD’s network system?

h) Do any of the transformation stations assigned to the Step-Down Stations (Postes abraisseurs) sub-function, provide service to a single large industrial customer or municipal distributor?  If so, how many such stations are there and what is their projected total net book value as of year end 2005.
Question #37
Reference:
HQT-3, Document 1, page 13, lines 14 to page 14, line 2 and page 14, line 13 to page 15, line 2
Question:

a) Please provide a schematic diagram of HQT’s overall transmission facilities that specifically identifies the HV lines that are categorized to:

· The Very High Voltage (Transport très haute tension) sub-function, 

· The 450 kV sub-function,
· The Churchill Falls sub-function,
· The Other Interconnections sub-function, and the 

· The High Voltage (Transport haute tension) sub-function.

b) Please indicate the criteria or methodology used to determine whether a specific transmission line segment is to be categorized to the High-Voltage Transmission sub-function or the Other Interconnections sub-function.
Question #38
Reference:
HQT-3, Document 1, page 14, lines 6-7
Question:

a) Do all of the high voltage transformation stations assigned to the Step-Down Stations (Postes abaisseurs) sub-function connect to distribution lines owned by HQD?  If not, please indicate whether some of them connect to distribution lines owned by individual customers of HQD or by other distributors in the province?

Question #39
Reference:
HQT-3, Document 1, page 15, lines 11-20

Question:

a) Please confirm whether HQT’s year end accounting records are in sufficient detail to allow the capital assets to be directly assigned to the various functions and sub-functions or whether additional analyses are required to perform the assignment.

b) If further detailed analyses were required, please confirm whether, for purposes of preparing the schedules in HQT-3, Documents 2 through 6, such analyses were performed for each year or whether the analyses were performed for a limited number of years and results extrapolated to the remaining years addressed in the Application.  

c) If further analyses were required and undertaken for only a limited number of years, please indicate for which years the analyses were performed?
d) If no further analyses were required, please explain more fully why monthly data on the capital assets by function is not available.

Question #40
Reference:
HQT-3, Document 1, page 15, line 21 – page 16, line 7


HQT-3, Document 6, pages 7-8

Question:

a) Please prepare a schedule that for each of HQT’s rate base components contrasts the method used by HQT to assign the costs to functions with the method used by HQD in its most recent rate filing (R-3541-2004, HQD-4, pages 73-81) to assign similar costs to functions and provide rationale for any differences in approach.
Question #41
Reference:
HQT-3, Document 1, page 16, lines 8-29



HQT-3, Document 6, pages 10-16

Question:

a) Please prepare a schedule that for each of HQT’s cost of service components contrasts the method used by HQT to assign the costs to functions with the method used by HQD in its most recent rate filing (R-3541-2004, HQD-4, pages 88-98) to assign similar costs to functions and provide rationale for any differences in approach.

Question #42
Reference:
HQT-3, Document 1, page 17, lines 3-8



HQT-3, Document 6, page 23

Question:

a) Please discuss the merits (i.e., the pros/cons) of re-assigning the costs allocated to the CCR and CT functions to the four main functions versus maintaining them as a separate function and allocating the costs directly to customers (i.e., native load and point-to-point service).
b) If the CCR and CT functions were to be maintained (e.g., as a result of a Régie decision), what is HQT’s view as to the allocation factor that should be used to allocate the costs between native load and point-to-point service?

Question #43
Reference:
HQT-3, Document 1, page 17, lines 9-13

Question:

a) Please provide a general description as to the types of assets that are directly assigned to the Soutien function.
Question #44
Reference:
HQT-3, Document 1, page 19, lines 17-20 and page 21, lines 9-12

Question:

a) Is there a basic cost associated with fulfilling a request for point-to-point service (e.g., cost of processing request, account set-up, billing, etc.)?  If so, please estimate what the cost is for a typical point-to-point transaction and indicate whether the cost would differ for long-term versus short-term point-to-point service..

Question #45
Reference:
HQT-3, Document 6, pages 7-9
Question:

a) Please discuss what types of assets are include in:

· Autres actifs de réseau, vs.

· Actifs de soutien

b) With reference to R-3549-2004 (Phase 1) HQT-8, Document 1, page 30, are there any components of working capital that could be allocated directly to functions?
c) Would it not be more appropriate to allocate the working capital attributed to taxes and purchases of transmission service to functions in the same manner as the actual taxes and purchases costs themselves are allocated to functions?  If not, why not?

Question #46
Reference:
HQT-3, Document 6, pages 10-19

Question:

a) On page 11, HQT indicates that for the Bureau du VPE,  and the four territories under its direction, Charges de services partagés are assigned based on hours of maintenance.
1. Please describe the types of maintenance activities included and how the hours are tracked by function.  In particular, are maintenance hours attributed directly to the Soutien function and if so for what types of activities?
2. Please explain why, on page 17, a portion of the costs for Charges de services partagés recorded under the VP Exploitation are assigned to Soutien for some of the units (e.g., Support and Territory O) but not for others (e.g. Territory N).
3. Please explain why maintenance hours is a more appropriate assignment factor than net book value by function.

b) On page 14, HQT indicates that for the Bureau du VPEI, and the four territories under its direction, Coûts capitalisés are assigned based on hours of investments.

1. Please describe the types of activities included and how the hours are tracked by function.  In particular, are investment hours attributed directly to the Soutien function and, if so, for what types of activities?

2. Please explain why, on page 18, a portion of the costs for Coûts capitalisés recorded under the VP Exploitation are assigned to Soutien for some of the units (e.g., Support and Territory S) but not for others (e.g. Territory N and O).

3. Please explain why, on page 14, investment hours is considered a more appropriate assignment factor than net book value by function.

c) Please explain why, on page 15 for Facturation interne émise, hours of maintenance is a more appropriate factor for assigning the costs associated with the four territories to functions than net book value.
d) Please confirm that, per page 18, for 2005 there are no Facturation interne émise costs attributable to CME or VPEI-Support and explain why.  Are there circumstances, in future years, where such costs could be attributed to these cost centres?  If so, how would they be allocated to functions?
e) Please explain why, on page 16 for Facturation externe, hours of maintenance is a more appropriate factor for assigning the costs associated with the four territories to functions than net book value.

f) Please explain why, on page 19, a portion of the costs for Facturation externe recorded under the VP Exploitation are assigned to Soutien for some of the units (e.g., Support and Territory O) but not for others (e.g., Territory N)
g) In its last rate case HQD indicated that school and municipal taxes were directly assignable to cost centres (R-3541-2004, HQD-12, Document 4, pages 98-99 and 102).  In HQT’s case, can the school and property taxes also be broken down by cost centre?  If not, why not?

Question #47
Reference:
HQT-3, Document 1, pages 22, lines 12-15


HQT-4, Document 3, page 10

Question:

a) Please confirm that the electric utilities in the following Canadian provinces offer OATT-type rates similar to those proposed by HQT:  Nova Scotia, New Brunswick, Manitoba, Saskatchewan and British Columbia.
b) Of these 5 utilities, please indicate which utilities experience their highest demand in the winter.  For how many of these is the higher winter demand due to heating of buildings?

Question #48
Reference:
HQT-3, Document 1, page 24, lines 13-24

Question:

a) The term “electric power” can be used in a number of different contexts and is therefore open to interpretation – i.e., it can specifically mean maximum demand or it may simply refer (in a general way) to electricity as a source of power in terms of energy.  An example of the latter is the term “electric power plant”.  Is “electric power” a defined term with the NERC Planning Standards document or is there further discussion elsewhere in the NERC document that would confirm HQT’s interpretation of the term “electric power”?
Question #49
Reference:
HQT-3, Document 1, page 26, line 3 to page 27, line 2 and page 28, lines 12-14.


HQT-4, Document 3, page 10

Question:

a) What is the understanding of HQT and its expert (Dr. Ren Orans) as to how the other Canadian utilities with OATT-type transmission rates allocate the costs of transmission between native load/system integration service and point-to-point service?  Where possible please indicate the allocation factor used by each utility.
b) What is the understanding of HQT and its expert (Dr. Ren Orans) as to how the other Canadian utilities with OATT-type transmission rates allocate the costs of transmission among system integration/native load customers.  
c) In those cases where there is currently only one system integration/native load customer, what is the understanding as to how the utility would allocate the cost if there were more than one such customer?  Where possible, please indicate the allocation factor that would be used by each utility.

Question #50
Reference:
HQT-3, Document 1, page 27, line 24 to page 28, line 6 and page 30, lines 14 to page 31, one 2


HQT-2, Document 2, page 6, Table 2; page 8, Table 3 and page 10, Table 5

Question:
a) Please complete the following schedule for each of the years 2001-2005 inclusive.  For each month, report the demand (MWs) coincident with the monthly transmission system peak including losses.  (Note:  If the Table can not be completed based on the actual monthly transmission system peak usage and the contribution of native load, long-term point-to-point and short-term point-to-point service to the overall peak - please indicate so and, in the alternative, complete the table based on the peak demand for Native Load service in each month and the short-term and short-term point-to-point service provided at the time of the native load service peak).
	
	Native Load

(MW)
	Short-Term 

Point-to-Point
(MW)
	Long-Term

Point-to-Point
(MW)
	Total System

Peak

(MW)
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	February
	
	
	
	

	March
	
	
	
	

	April
	
	
	
	

	May 
	
	
	
	

	June
	
	
	
	

	July
	
	
	
	

	August
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	November
	
	
	
	

	December
	
	
	
	


Question #51
Reference:
HQT-3, Document 1, page 29, lines 19-24

HQT-4, Document 3, page 15, lines 2-3 and lines 20-23

Question:
a) Please provide a copy of the Edision Electric Institute paper by Michael Small referenced on page 15 of HQT-4, Document 3.

b) Please provide the necessary references from FERC Decisions (including actual copies) that demonstrate that the cited tests are formally sanctioned and used by FERC.

c) Please provide a schedule setting out all the instances that HQT or its expert (Dr. Ren Orans) is aware of where the referenced Tests were used by FERC to distinguish between 12-, 4-, 3-, or 1-CP systems.  In each case, please indicate:

· The jurisdiction and utility concerned,
· The allocation parameter adopted,

· The relevant FERC Decision,

· The results of the four “Tests”.
d) With respect to the preceding question, is HQT or its expert (Dr. Ren Orans) aware of any jurisdictions where FERC has adopted the 1-CP method.  If so, please indicate what they are, what the results were for the four referenced Tests and provide a copy of the relevant FERC Decision.
Question #52
Reference:
HQT-3, Document 6, page 23, Table 10

Question:
a) Please provide the 2005 allocation factors for Raccordements des centrales and Réseau based on:

· 3-CP (December, January and February), and

· 12-CP

Question #53
Reference:
HQT-3, Document 1, page 31, lines 7-14

Question:
a) With respect to the allocation of costs in the Generation Step-Up Function (i.e., the Step-Up Substations and Connection Lines sub-functions), please explain why the capacity of Churchill Falls is removed from the allocation factor for Native Load Service.

b) Please explain how the capacity value for Churchill Falls is determined.  For example, is it the projected output for Churchill Falls (including losses for delivery to HQT’s network) at the time of the transmission system peak?
Question #54
Reference:
HQT-3, Document 1, page 31, lines 20-21 

HQT-3, Document 6, pages 22-23
Question:
a) Please describe more fully the derivation of the allocation factor used to assign the costs of the Other Interconnections sub-function to services.  

b) Please confirm that:

1. The values shown in Table 9 (HQT-1, Document 6, page 22) are the basis for the allocation factors used in Table 10, and
 
2. The fact the values in Table 9 don’t produce the percentage allocation factors shown in Table 10 is due to rounding of the reported allocation factors.  If the discrepancy is not due to rounding please explain the cause.

Question #55
Reference:
HQT-4, Document 1, page 8, Table 1

Question:
a) Please provide the calculations (i.e., rates and loads) used to derive Table 1.
Question #56
Reference:
HQT-4, Document 1, page 9, lines 14-23


HQT-2, Document 2, page 10, Table 5
Question:
a) Please provide a schedule similar to Table 5 (HQT-2, Document 2) with the values for the years 2001 to 2003 inclusive.

b) Please explain why HQT is forecasting no monthly point-to-point sales for 2005.

c) For 2005 year to date, have there been any monthly point-to-point to service transactions or reservations?

Question #57
Reference:
HQT-4, Document 1, page 11, lines 22-24
Question:

a) Please explain why continuing to set rates based on the approach approved by the Régie guarantees the stability of HQT’s transmission rates.

Question #58
Reference:
HQT-4, Document 1, page 12, lines 8-11

Question:

a) Please explain the basis HQT’s submission that its rate proposal is based on generally accepted criteria for fair and reasonable ratemaking.
Question #59
Reference:
HQT-4, Document 1, page 19, lines 1-3



R-3541-2004, HQD-12, Document 4, page 9
Question:
a) Please confirm that the transmission service cost included in HQD’s current 2005 rates is $2,313 M.
b) Given that the proposed 2005 revenues from native load service are $2,483 M, please explain the basis for the claim that HQT’s proposal will have no impact on native load.

Question #60
Reference:
HQT-4, Document 1, page 9, line 25 to page 10, line 3

HQT-4, Document 1, page 21, Table 6 and page 22, lines 8-12

Question:

a) Do the billing quantities reported in Table 6 (HQT-4, Document 1) include the 5.2% allowance for losses?
b) If not, why not?  Also, if not please re-do Table 6 including the adjustment for losses.

Question #61
Reference:
HQT-4, Document 1, page 26, lines 22-26

Question:

a) Please confirm that retroactive application of the proposed rates will not have any impact on customers who received point-to-point service since January 2005.
b) Please confirm that retroactive application of the proposed rates to native load service customers (i.e., HQD) will mean an increase in transmission service charges for the period after January 1, 2005.

Question #62
Reference:
HQT-4, Document 1, page 27, lines 17-21

Question:

a) The Application indicates that the Distributor is responsible for providing the ancillary services it requires.  Please confirm whether the Distributor purchases system control service and or voltage control service from HQT, self-provides or purchases these service from a third party.

Question #63
Reference:
HQT-4, Document 1, page 15, Table 3; page 21, Table 6; page 28, lines 5-19; page 29, lines 12-14 and page 30, Table 8
Question:

a) For the voltage control service which point-to-point service customers are required to purchase from HQT, are all of the costs for HQT to provide such services included in the proposed revenue requirement for 2005 ($2,591 M)?

b) If not, please indicate what are the additional costs HQT forecasts it will incur to provide the voltage control service in 2005 in order to meet the anticipated point-to-point service requirements set out in Table 6 (HQT-4, Document 1)?

c) Based on the proposed ancillary service rates for voltage control set out in Table 8 (HQT-4, Document 1) and on the forecast of point-to-point service to be provided in 2005 (per Table 6, HQT-4, Document 1), what are the anticipated revenues in 2005 associated with the provision of voltage control service in 2005?
Question #64
Reference:
HQT-4, Document 1, page 28, lines 5-19

Question:

a) For the remaining five ancillary services (Frequency Control, Energy Receipt Imbalance, Energy Delivery Imbalance, Spinning Reserve and Non-Spinning Reserve), please confirm that HQT does not “self-provide” any of these services but rather obtains them from generators.  If this is not the case, please explain for which of these services HQT self-provides part (or all) of the service.  

b) For those services that are provided by generators, please explain the arrangements under which the services are provided.  In particular, are the prices paid to the generators the same as those approved by the Régie?

Question #65
Reference:
HQT-4, Document 1, page 30, Table 8; page 31, Table 9; page 34, Table 12 and page 35, Table 13

R-3501-98, HQT-10, Document 1



R-3541-2004, HQD-8, Document 2, page 5, lines 16-21
Question:
a) Please explain why it is necessary to reduce the cost of generation by the loss factor when calculating the proposed rates for voltage control, frequency control, spinning reserve and non-spinning reserve.

b) Please confirm whether the loss factor used was HQD’s currently estimated loss factor of 7.5%  (as per R-3541-2004, HQD-8, Document 2, page 5, lines 16-2) and, if not, why not?

c) Please provide the detailed calculations underlying the derivation of the current cost ($M) for each of these four services, as set out in Tables 8, 9, 12 and 13.

d) For each of these four services, please explain why simply grossing up the current rate by the ratio of the current cost of generation to the heritage cost of 2.79 cents per kWh (adjusted for losses) will yield the same result as if each rate was determined from first principles following the methodology used in R-3401-98 (HQT-10, Document 1).
Question #66
Reference:
HQT-4, Document 1, page 32, lines 7-13
Question:

a) Please explain why it is appropriate to use the cost of new generation to determine the price of energy delivery imbalance service but the cost of heritage pool energy to determine the price of energy receipt imbalance service.
Question #67
Reference:
HQT-4, Document 1, page 36, lines 9-14

Question:

a) For new customers requesting long-term point-to-point service, does the assessment of the need for network upgrades consider only the current requirements of the Distributor and other long-term firm point-to-point service customers or does it also take into account the forecasted growth in the Distributor’s requirements?  
For example, there may be sufficient network capacity to accommodate both the Distributor’s current demands and the new short-term point-to-point service customer.  But projections may indicate that with the Distributor’s growing needs network upgrades would be required to be “advanced” if the request for firm point-to-point service was granted.  In such cases, would net incremental cost of advancing such upgrades be included in the determination of whether a capital contribution from the new short-term point-to-point customer was required?
Question #68
Reference:
HQT-4, Document 1, page 36, lines 17-23 and page 38, Table 14

Question:
a) Please confirm that the 6.8% is HQT’s “real cost capital” (i.e., excluding inflation)?
b) What is the projected inflation rate over the next 20-year period?

c) Please provide the specific calculations showing the derivation of the $560/kW allowance and/or explain how Table 14 supports the proposed allowance value.
Question #69
Reference:
HQT-4, Document 1, page 36, Section 6.1 and page 39, Section 6.2

Question:
a) Where in the current Open Access Transmission Tariff is the maximum contribution for switchyards listed and how is it determined?
b) Please explain how the maximum contribution for switchyards applies to a particular request for transmission service.  

c) Are there additional revenues accruing to HQT over and above those used to establish the allowance for network upgrades in Section 6.1 that would support a separate allowance for switchyards?  

If not, what is the basis for offering a contribution allowance for switchyards?

If yes, what is the source of these revenues?

d) Similarly, are there additional revenues from transmission customers requiring two stages of step-up transformation that will “support” doubling the maximum contribution?  
If not, please confirm that doubling the maximum contribution means that other transmission service customers are subsidizing the provision of these services?
If yes, what is the source of these revenues?

Question #70
Reference:
HQT-4, Document 3, page 5, lines 16-19

Question:

a) Does Dr. Ren Orans agree with methodologies used by BC Hydro in the development of its 2004 OATT Application?  If not, what aspects does he disagree with and why?
Question #71
Reference:
HQT-4, Document 3, page 9, line 22

Question:

a) Please provide a copy of the referenced paper by Lusztig, Feldberg, Orans and Olson.
Question #72
Reference:
HQT-4, Document 3, page 13, line 16 to page 14, lines 18.
Question:

a) Please provide a schedule that compares and contrasts the 7-step process used by HQT with the process used by BCTC (in its 2004 OATT Application) to allocate revenues between transmission service customers.
Question #73
Reference:
HQT-4, Document 3, page 15, lines 2-3 and line 23
Question:

a) Please discuss whether or not the results of the four tests are the only factors considered by FERC in determining which allocation factor should be used.  If other factors are also considered in the determination, please indicate what they are.

Question #74
Reference:
HQT-4, Document 3, page 16, Table 1 and page 18, Table 3


HQT-4, Document 3, page 20, line 14 to page 21, line 2
Question:

a) Was the data presented in Table 3 the same data used to determine the values reported for HQT in Table 1?

b) If not, please provide the 2004 and 2005 HQT data used to determine the values reported in Table 1.  
c) If the HQT data used to determine the values reported in Table 1 did not include short-term point-to-point service, please recalculate the test values with long-term point-to-point service included.
d) If the HQT data used to determine the values reported in Table 1 did not include both short-term and short-term point-to-point service, please recalculate the test values with these point-to-point services included.

e) Please provide the four4 FERC Test results based on BCTC’s monthly system loads.

Question #75
Reference:
HQT-4, Document 3, page 22 line 26 to page 23, line 2 and page 23, lines 21-23
Question:

a) Please provide a copy of the relevant sections of the referenced FERC opinion.
Question #76
Reference:
HQT-4, Document 3, page 24, lines 11-12 and 19-24

Question:

a) Please explain the basis for Dr. Orans comment that HQT’s ancillary service prices are based on the opportunity costs of providing the service.  In particular, please explain why basing the imbalance service price for the receipt of energy on the cost of heritage pool (see HQT-4, Document 1, page 32) reflects opportunity costs.
Question #77
Reference:
HQT-4, Document 3, page 25, lines 20-21
Question:

a) Please explain more fully FERC’s position with respect to the recovery of network upgrade costs triggered by transmission service requests.
Question #78
Reference:
HQT-4, Document 3, page 37, lines 17 to page 38, lines 6
Question:

a) For each of the following short-term point-to-point services, please provide a table that indicates the basis used by the utilities in the five open access Canadian jurisdictions (BC, Saskatchewan, Manitoba, New Brunswick and Nova Scotia) to set their rates:

· Monthly Firm Rate

· Monthly Non-Firm Rate

· Weekly Firm Rate

· Weekly Non-Firm Rate

· Daily Firm Rate

· Daily Non-Firm Rate

· Hourly Non-Firm Rate.
Question #79
Reference:
HQT-4, Document 3, page 26, lines 15-17

Question:

The Evidence of Dr. Ren Orans states that:  “the rate calculation for non-firm service is consistent with rate calculations used by other utilities for mainly off-peak service” (emphasis added).

a) Why is it appropriate to use the rate calculation methodology for off-peak service to set non-firm service rates?

b) Is the off-peak service offered by other utilities for firm or non-firm service?
c) Do other utilities typically price non-firm service and off-peak service using the same methods?  If so, please provide examples.  

Question #80
Reference:
HQT-4, Document 3, page 28, lines 12-22 and page 29, lines 6-7
Question:

a) Please describe the “trading arrangements” that would allow a day trader to take advantage of the energy price spread between the on- and off-peak hours in HQ’s three neighbouring energy markets.

b) Please confirm that one potential arrangement would be for a party with hydro storage (such as HQP) to import power in the off-peak and then re-sell the power in the peak period.
c) Please confirm whether in the circumstance outlined in part (b), the party would incur one or two HQT transmission service charges (i.e., one for the import of power and/or one for the export of power).
d) Please confirm whether in the circumstance outlined in part (b), the party would incur transmission charges from either the jurisdiction where the power was purchased and/or the jurisdiction in which the power was sold.

e) Please confirm that these additional transmission charges are all included in the “other transmission costs” that were netted out (page 29, lines 6-7) to yield the estimated maximum transmission value.  If not, please explain why and the impact on the conclusions presented.
f) Please confirm that since the analyses involve comparing the maximum on-peak rate with the minimum off-peak rate, the results are likely to:
· Overstate the average value of transmission for the period studied, and

· Underestimate the percentage of days that the existing rate would have blocked trade.
If not, please explain why.
g) Please explain why the analyses were not performed using the average on-peak and average off-peak prices.
h) Please provide, in electronic format (e.g. Excel Spreadsheet) the following:

· The 2003 data used by HQT to perform its analyses, as described at HQT-2, Document 3, Section 3.1.

· The 2004 data used by Dr. Orans to perform his analyses, as described at HQT-4, Document 3, page 28, lines 14-21. 

Question #81
Reference:
HQT-4, Document 3, page 38, line 18 to page 39, line 16
Question:

a) On October 10, 2004, BCTC corrected its original response to BCUC Information Request No. 1.27.1.  Please provide the corresponding corrected values for those shown on page 39 and indicate whether the corrections have any impact on the conclusions presented in HQT-4, Document 3.
b) Please confirm that the BCTC proposal did not call for fixed rate of $3.05 / MWh (corrected to $2.19 / MWh) but rather established a formula for setting the rate on a daily basis.

c) Please confirm that the analyses performed for BCTC and that presented by Dr. Orans for HQT use different methodologies for estimating the value of transmission:
· In BCTC’s case, the value was the difference between the price of electricity in Alberta and the Mid-Columbia pricing point for the same period of the day (e.g., compared on-peak prices in both jurisdictions for the same day)

· In HQT’s case, the value was the maximum difference in the on-peak and off-peak prices for the adjoining jurisdictions.

d) Please confirm that the difference in methodology (as described in part (c)) will generally produce a higher value for transmission in HQT’s case than BCTC’s case.

e) Has Dr. Orans or HQT undertaken analysis as to the appropriateness of the proposed (non-discounted) short-term point-to-point rate based on the percentage of days blocked where the value of transmission is based on a methodology similar to that used by BCTC (i.e., the differences in the average energy prices across the three neighbouring jurisdiction for the same period including adjustments for transmissions service payments that would be required by neighbouring networks)?  If so, please provide the results.
Question #82
Reference:
HQT-5, Document 1, page 4

Question:

a) Please confirm that for receipts and deliveries on HQT’s system (other than points of interconnection), users of point-to-point transmission service do not have to designate a specific point of receipt or delivery on the HQT network but rather simply specify the HQT system as the point of receipt or delivery.  If this is not the case, please explain what level of detail (geographic and otherwise) is required when specifying paths for point-to-point service.

b) If users of point-to-point service are not required to identify specific points of receipt and delivery and the amount of power to be “transmitted” between the two, how does HQT determine whether investments are required in connection and network facilities to accommodate specific service requests?

Question #83
Reference:
HQT-5, Document 1, page 11, lines 9-25

Question:

a) Where is it specified that HQD is to be directly responsible for the consequences of energy imbalances and can not rely on HQT (e.g., is it in the Act, a particular Regulation or an Agreement with other HQ lines of business)? 

Question #84

Reference:
HQT-3, Document 6, page 15

Question:

a) Please explain why the costs attributable to Achats de services de transport are allocated to the Other Interconnections sub-function.
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