HQT 6, Document 1 :

RÉPONSES DU TRANSPORTEUR

À LA DEMANDE DE RENSEIGNEMENTS NUMÉRO 1

DE LA RÉGIE DE L'ÉNERGIE
HQT 6, Document 1:

Answers by the Transmission Provider

To Information Request Number 1

From the Régie de l’énergie

3. Reference: HQT-2, document 1, page 14

Preamble:

”All revenues obtained from ancillary voltage control service by the Transmission Provider are remitted to the Power Generator with power plants servicing the control area of said Transmission Provider.”
Request:
3.1 Will the arrival of new power generators as of 2006 in any way change this situation?  Please explain.
R3.1 In the last few years, new private power generators have been connected to the network.  Similarly, following the various calls for tender launched by the Distributor to satisfy Quebec markets, new power generators will be connected to the transmission network over the next few years.  However, all private power generators connected to the Transmission Provider network deliver or will deliver all of their power to Hydro-Québec Production or Distribution at the appropriate connection point.  Until now, none of these private power generators has reserved any point-to-point transmission service with the Transmission Provider.  In this context, the Transmission provider does not currently foresee a significant increase in point-to-point transmission service reservations by third parties over the next few years.  The needs linked to the ancillary service of voltage control will thus not see a significant increase over this period and consequently, the Transmission Provider considers that the situation described in the preamble need not be changed.  Should the opposite prove true and if required, the Transmission Provider could then apply to the Régie for modifications to this service.
11. References: i) HQT-2, document 4; ii) Annex J of Decision D-98-25 (procedure relating to complaints); iii) Article 87 of the Act regarding the Régie de l’énergie.
Preamble:
According to article 87 of the Act, a procedure relating to complaints is put into place by the transmission provider or by any distributor and must be submitted to the Régie for approval.  In reference (ii), the Régie approved Hydro-Québec’s procedures relating to complaints without making a distinction between the Transmission Provider and the Distributor, which did not function as separate entities at the time.
Request:

11.1 Please adapt the procedure relating to complaints of the Transmission Provider, for approval, according to current legislative practice.

R11.1 As is evident from Decision D-98-25 which is mentioned in reference ii) of this question, the Régie approved the procedure relating to complaints for the clients of Grandes Entreprises and TranÉnergie, a division of Hydro-Québec, with respect to a rate implementation, or for any condition related to the supply or transmission of electricity, as reproduced in Annex J of this decision.  While the procedure relating to complaints was approved before modifications to the Act respecting the Régie de l'énergie which recognized the separation in functions of Hydro-Québec’s Production, transmission and distribution activities, it nevertheless is directed specifically at the clients of TransÉnergie, a division of Hydro-Québec, for all questions relating to the fixing of a price or a condition of electricity transmission.  As opposed to what is said in the preamble on the question, the Transmission provider respectfully submits that the procedures relating to complaints contained in Annex J of Decision D-98-25 make a distinction between the Distributor and the Transmission Provider.  The Transmission Provider has followed the procedure relating to complaints of clients of Grandes Entreprises and TransÉnergie since its approval by the Régie in May, 1998, and this continues to be the one published on its OASIS system for consultation by the company’s clientele.  The Transmission Provider also considers that any modification to the text of Annex J of Decision D-98-25 in order to adapt it to the separation in functions brought about by subsequent legislative modifications should be made with the participation and input of the Distributor since the latter is also affected by the three procedures relating to complaints recorded in the text.
12. Reference: HQT-2, document 5, pages 7 and 8.
Preamble:

“The transmission provider proposes that the discount policy apply to the point-to-point service schedule exclusively in non-peak-hour periods.”

“Discount = THQT – [(Pb – Tb) – (Pa + Ta)] ”
Requests:

12.2 Please specify which kind of transaction is referred to by parameters Pa, Pb, Ta, and Tb for Ontario, New England and New York?  Are these day-ahead market, hour-ahead market, or real-time market prices?
R12.2 The discount policy proposed by the Transmission Company will be applied taking into account the most liquid short term market for which the point-to-point service schedule is used.  In New York and New England, the day-ahead market will be used, as for the great majority of transactions in these markets.  In Ontario, the Transmission Company intends to use the hourly rate applicable to interconnections, i.e. the Hourly Ontario Energy Price (HOEP).  This approach will be confirmed during the period the discount policy is implemented in each market.
12.6 Please compare the methodology for calculating discounts proposed by the Transmission Provider with those practiced by Canadian and US electricity transmission providers.
R12.6 As indicated in paper HQT-2, Document 1, page 20, the discount policy set out by FERC in Order 888 is the most widespread discount policy in North America.  In this case, the transmission provider subject to the order is authorized to apply a discount on the express condition that any discount offered to a company affiliated with the transmission provider on the point-to-point transmission service rate be offered to all admissible customers on the same path and be posted on the OASIS system.  FERC’s discount policy imposes no additional constraints with respect to the extent and duration of the discounts offered by said transmission provider.
In Canada, New Brunswick’s Open Access Transmission Tariff (OATT) provides for a discount policy similar to that set out by FERC.  In British Columbia, the British Columbia Transmission Corporation (BCTC) applies a discount policy similar to that proposed by the Transmission Provider, explained in more detail in the expert report of Dr. Ren Orans, paper HQT-4, Document 3, pages 38-40.  As for Ontario, no discount policies are available on applicable rates for exports from Ontario to a neighbouring market.
The response of Dr. Ren Orans:
The formula in the preamble proposed by HQT for the discounting policy (Discount = THQT – [(Pb – Tb) – (Pa + Ta)]) implies that the resulting transmission rate is: [(Pb – Tb) – (Pa + Ta)] = [(Pb - Pa) – (Tb + Ta)].  Hence, this rate is (a) the gross margin (Pb - Pa) from buying power at price Pa and reselling the same power at Pb, net of (b) the transmission charges (Tb + Ta) required by the transaction. As a comparison, other transmission providers have used the following methods to compute a discounted transmission rate:1
1 Lusztig C., P. Feldberg, R. Orans and A. Olson (2005) "A Survey of Transmission Tariffs in North America, Energy-The International Journal, forthcoming, pp.7-8, filed as Exhibit HQT-4, Document 3.2.

• Discretionary discounts supported by the discretionary discounting provisions contained in FERC's pro forma tariff.  This standard approach is used by most transmission providers in open access jurisdictions (e.g., BPA, Puget, Portland General Electric, Nova Scotia, New Brunswick, and Saskatchewan). Please refer to my response to OPG 2.2, HQT-6, Document-6, for examples of the tariff provisions for flexible discounting.
• Formula-based discounts such as the one proposed by HQT or the market based index used by BCTC, where the discounted transmission rate is a fraction (e.g., 25% used by BCTC) of (Pb - Pa).  Power Pools (e.g., New England, New York, PJM or Texas) do not typically require discounts of short term service rates because the majority of their fixed transmission costs are collected through load based access fees.
12.7 Please furnish an estimate of potential revenues from the proposed discount for the projected test year 2005.
R12.7 Contrary to its request for retroactive application of the Rates and Conditions, the Transmission Provider proposes no retroactivity with respect to the discount policy.  The very nature of the proposed policy, which requires anticipation on the part of customers that they will receive a discount on the scheduled point-to-point transmission service, is incompatible with retroactive application of the policy.  In fact, so long as the discount policy is not approved by the Régie, customers will not be able to anticipate the existence of such discounts and thus modify the profile of their transactions.
Given the timetable of the current request before the Régie and the period of approximately six months required for the development and implementation of the administrative mechanisms and of the computer systems necessary to provide for their good working order, the Transmission Provider anticipates that implementation of the discount policy, if approved by the Régie, will not occur until after December 31, 2005. Therefore, the Transmission Provider does not anticipate receiving additional revenues in 2005 from the proposed discount policy.
20. Reference : HQT-4, document 1, pages 32-33.
Preamble:

Energy delivery imbalance service

The Transmission Provider proposes to set the rate for this service based on the generation price, using the method approved by the Régie for the existing rate.  Thus, where the quantity consumed is greater than the quantity scheduled, the proposed rate corresponds to the generation price augmented by 50%.  The credit granted where the quantity delivered is less than the quantity scheduled corresponds to 50% of the average cost of heritage electricity.

Energy receipt imbalance service

In setting the rate for this service, the Transmission Provider has adopted the same method as for the energy delivery imbalance service.  Thus, the proposed rate would be applied to any quantity received by the Transmission Provider less than the quantity scheduled.  In addition, it is proposed that a credit be given on any quantity received by the Transmission Provider in excess of the scheduled quantity.
Requests:

20.1 Please justify setting this rate at 50% more than the generation cost.
R20.1 The Transmission Provider considers that without this increase, any point-to-point customer could benefit freely from a low-cost power source to which he could resort de facto without assuming the costs associated with the availability and provision of the same.  The pricing of the ancillary energy imbalance service is thus meant to be dissuasive in order to ensure that the clientele of transmission services correctly programs the reception and delivery of electricity at all times.
20.2 Please explain why the credit given is not set on the same basis as the rate charged.
R20.2 When a point-to-point transmission services customer receives less power than at the point of delivery than what he delivered to the Transmission Provider reception point, the ancillary service provider receives an unforeseen quantity of electricity which then has but little value, since the provider will already have taken the necessary measures to respond to all of his commitments for the target period.  The pricing of the ancillary energy delivery imbalance service is thus meant to be dissuasive in order to ensure that the clientele of transmission services correctly programs their electricity delivery.
20.3 Veuillez préciser si le crédit relatif au service de compensation 1

d’écart de réception est identique à celui relatif au service de 2

compensation d’écart de livraison. 3

20.3 Please clarify if the energy imbalance service credit is the same for a reception imbalance as for a delivery imbalance.
R20.3 This is the case, as indicated in paper HQT-4, Document 1, page 32, Table 10, for the delivery imbalance credit, and on page 33, Table 11, for the reception imbalance credit.  In both cases, the transmission services customer receives a credit of 1.28 ¢/kWh.

20.4 Is the 50% increase remitted to the Power Generator or is it kept by the Transmission Provider?  If it is remitted to the Power Generator, please explain why.
R20.4  Given that the Transmission Provider aims to have customers respect programming and that this is a penalty over and above the price of electricity remitted to the supplier of the ancillary service, the 50% increase is kept by the Transmission Provider when this situation occurs.
21. References: (i) HQT-4, document 1, page 28; (ii) File R-3401-98, paper HQT-10, document 1, page 51.
Preamble:
In reference (i), the Transmission Provider notes:  “The Transmission Provider submits for approval the updated ancillary service rates applicable to point-to-point transmission services.  The method used to set these rates remains unchanged with respect to that used to determine existing rates.”
For the voltage control service, reference (ii) notes:  “The control capacity of the power generating equipment is also used to ensure continuous adjustment of the voltage within acceptable working ranges.  The transmission provider can also demand, at all times, that power plants supply reactive power to meet the requirements of the system.”
“In order to provide (or absorb) reactive power in accordance with the operating standards of the transmission provider, the Power Generation group of Hydro-Québec (HQP) must limit the generation capacity of the power plants.  Currently, the effect of this requirement is to reduce the maximum power of the generating equipment to 270 MW.”
Requests:
21.1 Please specify what operating standards must be respected for the voltage control service.
R21.1  In order to control the voltage of the transmission network within the operational limits permitted, the Transmission Provider determines the quantity of the voltage control service which each Hydro-Québec power plant must maintain, these requirements reducing the quantity of active power (MW) which HQP can use to demonstrate the power reliability of all the electricity generated.
21.2 Please explain how the maximum power reduction of 270MW was arrived at.  Please identify especially the stations where maximum power generation cannot be provided and explain why not.
R21.2 According to the requirements of the Transmission Provider, the reduction of active power can vary for each turbine-generator group and for each period of the year depending on certain operational conditions, notably the temperature of the cooling water.  Each power plant is therefore evaluated monthly and the value of the average overall reduction for all of the power generation over the course of the year is 0.75% or 270 MW.  This reduction is noted primarily at the following power plants:  Manic-5, Manic-5A, Outardes-4 and Outardes-3.
21.3 Please indicate if this 270 MW capacity requires the construction of new power generating equipment.
R21.3 No, it is not necessary to construct new equipment to satisfy HQP’s current obligations.  However, these requirements reduce the quantity of power available and mean that Hydro-Québec Production cannot count on the full power of this equipment when taking on commitments.
25. References:  i) HQT-4, document 1, page 30; ii) File R-3401-98, paper HQT-10, document 1, page 51.
Preamble:
i) “The reactive power amount is calculated as a ratio of the power generation price of 7.5¢/kWh to the price of 2.79¢/kWh less the loss factor of 2.5¢/kWh as approved by the Régie in the application from 2001.”
ii) “In order to provide (or absorb) reactive power in accordance with the operating standards of the transmission provider, the Power Generation group of Hydro-Québec must then limit the generation capacity of its power plants.  Currently, the effect of this requirement is to reduce the maximum power of the generating equipment to 270 MW.”
Requests:
25.1 Given that the service rendered involves generation capacity, please justify the increase based on the price of energy.

R25.1 Our position is based on the principle that generation capacity below 270 MW reduces the capacity of Hydro-Québec Production to deliver to markets during certain periods when conditions are favourable.  The generation price of 7.5¢/kWh is used as an indicator of the price thus lost on the market, as it corresponds to the supply price of short term purchases from the Distributor to satisfy customer needs throughout 2005 according to a call for tenders launched in April 2004, that is 5.7¢US/kWh or 7.5¢CDN/kWh, as indicated in the answer to question 23.1.  To set the rate, the power component of the generation price must be isolated.  The cost of this power is derived from the generation price of 7.5¢/kWh from the network use factor.  By this method, the energy component of the generation cost can thus be ignored in doing the rate calculation.
25.2 Please also justify the increase for spinning and non-spinning reserves.
R25.2 Our position is much the same as above, since if HQP did not have to supply reserves, it could use the generation capacity thus freed up to make deliveries to markets at periods when conditions were favourable.
26. References: i) HQT-4, document 1, page 30; ii) File R-3401-98, paper HQT-10, document 1, pages 51 et 52; iii) File R-3541-2004, paper HQD-12, document 4, page 15.
Preamble:
i) “In order to provide or absorb reactive power in accordance with the operating standards of the transmission provider, HPQ must limit the generation capacity of its power plants.”
ii) It is to be noted that the power component cost of generation is determined from the cost of supply.  In effect, 2.79¢/kWh represents the average cost for providing heritage electricity as set out in Article 52.2 of the Act relating to the Régie de l’énergie.  This cost notably corresponds to the annual volume of heritage electricity delivered to Quebec markets, on which there is a ceiling of 165 TWh.
Capacity allocated to the supply of reactive power 270 MW

Cost of the power component of Power Generation where 0.33 = power component of cost (2.79¢/kWh * 0.33) / 1.0874 = acquisition of supply for the transmitter 0.846¢/kWh or $8.467/MWh”
iii) Table 9A – Purchases of electricity projected test year 2005.

Request:
26.1 Please reconcile the use of 7.5¢/KWh as the acquisition cost of supply for the Transmission Provider with the unit cost of 2.77¢/KWh mentioned in table 9A.
R26.1 The price of 2.77¢/kWh indicated in column 15 of line 25 in Table 9A indicated in reference (iii) to the question represents, to the understanding of the Transmission Provider, the unit cost of all of the Distributor’s supplies for the projected test year 2005.
As indicated in response to question 25.1, the price of 7.5¢/kWh is used as an indicator of the market price HQP would receive if it had additional generation capacity to deliver into markets over and above the heritage electricity which is all delivered to the Distributor in the Distributor’s projected test year 2005.  The two prices therefore apply to two different situations.
28. References: (i) HQT-4, document 1, page 39; (ii) File R-3497-2002, paper HQT-1 document 1, Annex B, page 3; (iii) File R-3497-2002, paper HQT-6, document 1, page 7.

Preamble:
In reference (i), the Transmission Provider presents the maximum contribution for power plant switchyards.  As indicated, the maximum contribution for a switchyard with a nominal voltage of more than 120 kV is $83/kW, and the maximum contribution is doubled when two stages of transformation are required.
Reference (ii) presents the single line diagram of the switchyard planned for Toulnustouc power plant, as well as the group capacity (292 MVA with a power factor of 0.9), and reference (iii) indicates the cost of building the switchyard to be $16.7 million.
According to table 15 in reference i) and the total capacity of the Toulnustouc groups, the Régie estimates that the total contribution could have been as high as approximately $44 million for the Toulnustouc switchyard.

Requests:
28.1 Please indicate if the single line diagram of the one in Toulnustouc is typical of the layout for this type of switchyard.  Please explain your answer, making use of a diagram, if necessary, of what the typical layout would look like.

R28.1 There is no typical diagram of a switchyard.  In the case of the Toulnustouc plant, the water supply comes from a large capacity reservoir, that of Lake Ste-Anne.  The presence of this reservoir allows great flexibility in the operation of the plant.  Consequently, it is not necessary to have a particular layout for the switchyard in order to maintain the equipment without generation loss.  In addition, as this plant radiates around the integration station (poste d’intégration), no sealing off (bouclage) inside the switchyard to the plant was required, which greatly simplifies its layout.
28.2 Please justify the statement that the amount of $83/kW would have been an acceptable maximum contribution in the case of the Toulnustouc project.
R28.2 The Transmission Provider proposes in the current application that the maximum contribution be renewed, as well as the clauses already provided for in the Rates and Conditions for switchyards, particularly the one setting out that the Transmission Provider assume the true cost of the switchyard.  In the case of the connection of the Toulnustouc plant, the Transmission Provider absorbs the true cost of the switchyard, estimated in October 2002 at $16.7 million.  This amount corresponds to $31.7/kW, an amount less than the maximum of $83/kW.
28.3 Please also justify the amount for the other levels of voltage.
R28.3 In the 2001 application, the Transmission Provider proposed an administrative rule aimed at limiting the maximum contribution applicable to switchyard reimbursement.  The method for calculating the maximum contribution was explained in detail in said application, R-3401-98, particularly in paper HQT-13, Document 12, pages 12-15.  The maximum amounts approved by the Régie in this file were set on the basis of costs estimated by the Transmission Provider for similar projects, grouping certain levels of voltage in order to simplify the application rules for this measure.  In all cases, however, the total amount assumed by the Transmission Provider was not to exceed the real cost of the switchyard, even if the applicable ceiling was higher.  The Transmission Provider proposes to renew this rule and, in conformity with article 2 of the Act relating to the Régie de l’énergie, to assume the cost of the switchyards.
28.4 Please explain in which cases a double transformation is required, and, in each case, justify why the maximum contribution should be doubled.
R28.4 Double transformation is required at the switchyard primarily in the case of wind farm projects.  These require a first level of transformation at close proximity to a small cluster of wind turbines to increase the voltage that has been generated, generally 600 V, to a higher voltage, generally 25 kV, followed by an internal collector network at 25 kV to transmit the electricity generated by a large number of wind turbines to a single connection point sub-station where a second transformation takes place from 25 kV to the voltage level of the Transmission Provider network at the point of connection.  The Transmission Provider considers that current maxima are insufficient in these cases and proposes doubling them so as to be able to adequately assume the costs of these sub-stations.  In all cases, the amount reimbursed by the Transmission Provider should not exceed the real cost of the switchyard, in conformity with the Rates and Conditions.
32. Reference: HQT-5, document 1, page 8.
Preamble:

In the same spirit, the Transmission Provider proposes to revise the definition of the HQT point for it to include all of the sites on the transmission network except for the points of interconnection with neighbouring systems indicated on the Transmission Provider’s OASIS site.
Requests:
32.1 Please justify changing the definition of the HQT point.
R32.1 The current version of the Rates and Conditions refers to point HTQ-Montréal.  This designation is confusing, as it could be inferred that only this region constitutes the HTQ point.  The Transmission Provider would like to widen the definition to include all of the turbine-generator reception points situated on the grid, as indicated in articles 13.7 and 14.5 of the Rates and Conditions. The definition of the HQT point confirms that any owner of generating equipment situated on the Transmission Provider’s network can make reservations on the OASIS system from the HQT point.
32.2 Please explain the implications of this new definition with respect to how point-to-point reservations will be carried out.  Among other things, please indicate how the interconnection points are identified.  Please give examples. 
R32.2 All of the interconnection points with neighbouring systems maintain the designation that was given to them on the OASIS system.  For example, a power generator wishing to export from a plant situated on the Transmission Provider network to the New York market would use the HQT-MASS path.  This generator could be HQP or any other owner of a plant situated on the Transmission Provider network with a transmission service agreement.  Other than eliminating the word Montréal from the definition of the HQT point, the proposed change has no implications for the Transmission Provider’s customers.
32.3 If the HQT point is different from the interconnection points, please clarify if reservations will be necessary between HQT and an interconnection point.

R32.3 Yes, as is currently the case, any customer who wishes to make deliveries outside of the Transmission Provider system must specify in his reservation application the HQT points of reception and delivery desired, for example MASS, NE or CRT, etc.
33. Reference: HQT-5, document 1, page 9.
Preamble:
The Transmission Provider proposes to introduce a separate ceiling for the costs taken on for additions to the network in the case of a temporary supply service lasting more than one year, for example in the case of supply to a plant construction site, so that the cost assumed by the Transmission Provider not be greater than the revenues accruing from the service rendered.  It is proposed in this case that the ceiling be set in proportion to the duration of the temporary service, relative to a twenty-year duration, at current value.
Request:
33.1 Please specify the nature of the service (point-to-point, native load, etc.) rendered by the Transmission Provider, as well as the nature of the revenues accruing from the service in the case of supply to a plant construction site.
R33.1 Any customer wishing to supply a plant construction site from the network of the Transmission Provider is a customer of the Distributor.  This latter will provide the temporary supply requested according to its own rate.  If the customer is supplied at a voltage greater than 44 kV, the Distributor will also ask the Transmission Provider to supply the transmission service for the period required.  This is a service offered by the Trasmission Provider to the Distributor as covered in Part IV of the Rates and Conditions.  Any asset built by the Transmission Provider to respond to this request will be included in the rate basis, up to a maximum provided for in the Rates and Conditions, which will increase the revenues required, and received through its own transmission service billing, by the Transmission Provider.  According to the Transmission Provider proposal, the lowest maximum applicable to such a case ensures that the costs assumed by the Transmission Provider will be proportional to the period during which the temporary service is used by the customer of the Distributor.
35. References: i) HQT-5, document 1, page 13; ii) File R-3526-2004, paper HQ-3, document UC, page 30.
Preamble:
i) The usage priority for interconnections in import mode reads as follows:
1. Service for native load supply with a resource designated by the Distributor for the same duration, as well as firm long-term point-to-point service (one year or more).
ii)  question 17

References: (i) HQP-1, Document 1, page 22 (Hydro-Québec’s practical import capacity)

(ii) HQP-1, Document 1, page 24
Preamble:
Reservoir management and the use of interconnections
Reference (i) presents an estimate of Hydro-Québec’s practical import capacity of 9.0 TWh off-peak and 6.5 TWh at peak.  Reference (ii) provides calculations made by HQP with a view to respecting the criterion of energetic reliability in the eventuality of a cumulative deficit in the inflow of water of 64 TWh from January 2005 to December 2006.  It shows the use of the Tracy plant as a base and “imports (in addition to HQD, should this be the case)” of 9, 7 and 4 TWh respectively for the years 2005, 2006 and 2007.
17.1 Please describe how HQP plans its imports to avoid potential conflicts with HQD for the use of the interconnection equipment necessary for importing electricity.
Answer of HQP:

HQD has priority.”
Requests:
35.1 Please specify if a firm long-term point-to-point reservation has priority over a native load supply service.  Please give examples to help explain.
R35.1 In cases of constraints affecting the transmission network, the Transmission Provider must proportionally reduce firm long-term point-to-point transmission service transactions and native load supply service transactions from resources designated by the Distributor, as indicated in Reference i) above and in accord with articles 13.6 and 41.5 of the Rates and Conditions.  As for imports from resources not designated for supply of the native load, the native load supply service has a lower priority than firm point-to-point transmission service, but higher than non-firm point-to-point transmission service, in accord with article 36.3 of Rates and Conditions.  For example, suppose that in a given hour the Transmission Provider receives 600 MW on the MASS-HQT path and this receipt is made up of the four following distinct programs:
Program 1: 200 MW from a resource designated by the Distributor;
Program 2: 200 MW for the firm long-term point-to-point transmission service of a first customer on the MASS-NB path, that is to say originating from the New York network with the New Brunswick network as its destination;

Program 3: 100 MW imported from non-designated resources to supply a native load by HQP;

Program 4: 100 MW in non-firm point-to-point service of a second customer on the MASS-MATI path, that is to say originating in the New York network and with the Brascan network as the destination;

If, during that hour, a constraint were to occur on the transmission network obliging the Transmission Provider to reduce the import of 300 MW, first the transaction with the least priority would be reduced, which would be Program 4, freeing up 100 MW.  The next program to be reduced would be Program 3, freeing up an additional 100 MW.  For the last 100 MW of reduction needed, the Transmission Provider would reduce Programs 1 and 2 each by 50 MW, as they have equal priority.
37. References: (i) File R-3401-98, paper HQT-10, document 1, page 55;
(ii) Decree 1277-2001, 24 October 2001; (iii) File R-3550-2004, paper HQD-3, document 2.2, page i.
Preamble:
In reference (i), we find:
“According to the reliability standards of NERC and the guidelines of NPCC, the transmission provider must, through an agreement with the Hydro-Québec Production group, keep an available reserve that can be mobilized in less than 10 minutes, which represents its greatest contingency, which in the case of Hydro-Québec is 1 000 MW.”
Since the Hydro-Québec network is not synchronously interconnected with its neighbours, this reserve must be distributed over the aggregate generator groups of the control area and not exceed a contribution of 4% of the synchronized value, i.e. the stability reserve, for each of them.  The transmission provider offers the synchronous reserve and stability service when the transmission service is used to supply a load in the control area.  The customer can acquire this service from the transmission provider or from another source.
In reference (ii), we find:

6. “Heritage supply includes all the required and generally recognized services to ensure safety and reliability.”

Reference (iii) sets out the agreement relative to the required and generally recognized services to ensure the safety and reliability of heritage supply.  With respect to the preservation of supplies, we find:
“To make available a maximum quantity of normal reserve service of 1 500 MW of resources that can be mobilized in 30 minutes, of which 1 000 MW can be mobilized in 10 minutes and 250 MW are spinning reserve.  The resources in reserve must be able to make electricity available for one hour when mobilized.”

“To make available a stability reserve corresponding to 3% of the synchronized power, up to a maximum of 1 000 MW.  This last must be distributed amongst the synchronized turbine-generator groups in the network and is included in the normal reserve of 1 500 MW.”

Requests:
37.1 Please indicate if the equipment permitting provision of the service described in reference (iii) covers or can also cover all of the needs of the Transmission Provider with respect to the spinning and non-spinning reserve.  Please explain. If not, please specify and justify the supplementary equipment needed.
R37.1 The reserve services described in reference (iii) cover all of the needs of the Transmission Provider for supply of the native load and for point-to-point transmission services.  The Distributor is responsible for providing all of the ancillary services required to supply the native load, including reserves.  For their part, the customers of the point-to-point transmission services must assume the costs of their own services.  The billing for ancillary services of the Transmission Provider serves to ensure that the clientele of the point-to-point transmission services assume their fair share of the costs.
HQT-6, Document 8
RÉPONSES DU TRANSPORTEUR

À LA DEMANDE DE RENSEIGNEMENTS NUMÉRO 1

DU REGROUPEMENT NATIONAL DES CONSEILS

RÉGIONAUX DE L'ENVIRONNEMENT DU QUÉBEC

(RNCREQ)
RESPONSES OF THE TRANSMISSION PROVIDER

TO INFORMATION REQUEST NUMBER 1

FROM THE QUEBEC NATIONAL COALITION OF REGIONAL

COUNCILS ON THE ENVIRONMENT (RNCREQ)
REFERENCE : HQT-2 Doc. 2 page 13 l. 6-15

Quote:
According to the provisions of the Rates and Conditions, the Transmission Provider is not responsible for compensating for transmission losses.  To move energy using the system, transmission services customers must provide at the point of receipt the load required at the point of delivery, augmented by the transmission loss factor in effect.  With respect to the native load, article 36.4 of the Rates and Conditions also specifies that the Distributor must at all times provide the real losses associated with the service it obtains.  The Transmission Provider proposes that it continue to apply all of the provisions relative to the transmission loss factors currently in effect in the Rates and Conditions.

17.1 Please explain why the same approach is not used for the Distributor and for point-to-point services customers.

R17.1 Certain provisions of Part II of Rates and Conditions concerning point-to-point transmission service differ from the provisions in Part IV concerning the native load supply service, including those relating to transmission losses.  For the point-to-point service, it is relatively simple and fair to apply a uniform transmission loss factor approved by the Régie, which corresponds to an average estimate of transmission losses on the network.  A different approach, such as trying to estimate at all times the real transmission loss factor applicable to a point-to-point reservation for a specific duration, point of receipt, and point of delivery would be so much more complex, imprecise and costly to set up and administer.  In addition to which, the average of the loss factors thus applied to all of the point-to-point transactions on an annual basis would naturally tend to be very close to the average factor currently applied.

For supply of the native load, which is always present on the network, the real loss factor can be provided at all times.  On an annual basis, the real losses provided by the Distributor are obviously the same as the average loss factor approved by the Régie and which is also applied to the point-to-point services.
REFERENCE 1: HQT-2 Doc. 3 page 14 l. 10-19

REFERENCE 2: HQT-2 Doc. 3 page 15 Table 4

Quote:
Based on the premise that the price differential between two different markets serves to establish the economic value of transmission service between them, the Transmission Provider has analyzed the transactions of customers other than Hydro-Québec Production who had benefited from a 25% discount and compared the market price in the system of origin with that of the destination system at each hour when these reservations were made.

This analysis was done comparing the market prices in Ontario with those of New York and New England, that is to say systems with which these customers carried out close to 75% of their hourly transactions and for which the data on hourly market prices were easily available.
REFERENCE 1: HQT-2 Doc. 5 page 12 l. 9-12

REFERENCE 2: HQT-2 Doc. 5 page 13 l. 12-14

REFERENCE 3: HQT-2 Doc. 5 page 14 l. 6-13

Quote 1:
Even if the Transmission Provider cannot determine in advance the effect which the discount policy might have on customers and on recovery of point-to-point service revenues, an estimate has nevertheless been made on both counts based on previous transactions.

Quote 2:

In addition, the proposed discount policy will be effective to the extent that it does not increase the transmission bill applicable to the Distributor for the native load supply service.

Quote 3:

After the first year that the discount policy has been in force, the Transmission Provider proposes to submit a complete report to the Régie which will allow the latter to evaluate its profitability.  With the approval of the Régie, the Transmission Provider would then put an end to the discount policy if its profitability cannot be demonstrated or continue its application if the results prove favourable.

32.1  If the Transmission Provider cannot estimate the additional volume of transactions that could be generated, on what basis does she (sic) conclude that this policy should result in encouraging additional transactions.
R32.  The goal of the discount policy proposed, as in the case of other discount policies found in Order 888 of the FERC, for example, is to favour a point-to-point transaction that would not occur in the absence of the discount offered.  There is no exact method, to the knowledge of the Transmission Provider, to estimate the additional volume of transactions which could be generated by such a discount policy.

That is why, in the context of previous Régie decisions, the Transmission Provider suggests a structured and prudent approach to a discount policy aiming at reaching the wished for goals of increasing the use factor of the system and the Transmission Provider’s point-to-point service revenues, which could have as an effect, once this policy has been tried out and its effects are known, of lightening the bill for transmission applicable to the native load.  It is to make sure that the wished for objectives have been attained that the Transmission Provider proposes submitting a complete report to the Régie after the first year the proposed discount policy has been in effect.  It will then be easier to evaluate the policy’s efficacy.
HQT-6, Document 4
RÉPONSES DU TRANSPORTEUR

À LA DEMANDE DE RENSEIGNEMENTS NUMÉRO 1

DE BRASCAN ÉNERGIE MARKETING INC. (BEMI)
RESPONSES OF THE TRANSMISSION PROVIDER

TO INFORMATION REQUEST NUMBER 1

FROM BRASCAN ENERGY MARKETING, INC. (BEMI)

Reference:
On page 12 of HQT-2, Document 1, HQT says that only the Producer is able

to supply the ancillary services in the Transmission Provider’s control area.

Question 2.1:

On what basis does HQT claim that no other Quebec producer (i.e. energy generator) would be able to supply some of these services?

R2.1 No other producer in the control area of the Transmission Provider has demonstrated that it has the installations to offer the indicated ancillary services at all times.  Furthermore, in order to supply the required ancillary services, plants must be under the operational control of the Transmission Provider, which is not generally the case for plants connected to neighbouring systems in the control area of the Transmission Provider.

On the other hand, with respect to the voltage control service, in the case of neighbouring systems situated in the control area of the Transmission Provider, the interconnection agreement prescribes that the power factor at the interconnection point must be unitary, which prevents compliance with the requirements of the voltage control service.
The provision of reserves also requires power generation in sufficient quantities to be rapidly or instantaneously available as needed to meet the requirements of the network.  No other power generator has demonstrated to the Transmission Provider the existence of such a power generation capacity available at all times.

Also, in order to offer the frequency control service, the turbine-generator groups of the suppliers must be subject to the frequency/power regulator (RFP) of the Transmission Provider.
Question 2.2:
Has HQT considered what benefits TransEnergie/Quebec consumers might derive from HQT purchasing these ancillary services through competitive tender?

R2.2 As indicated in response to question 37.2 of information request number 1 of the Régie, filed as paper HQT-6, Document 1, the revenues obtained from billing for ancillary point-to-point services are remitted to the supplier of services, HQP.  The Transmission Provider therefore receives no benefit from these services.  As to potential benefits for the clientele, the Transmission Provider asserts that there is currently no other supplier qualified to offer these services.

Furthermore, according to the table in the response to question 4.2 of information request number 1 of the Régie filed as paper HQT-6, Document 1, the total revenue expected from ancillary services from external customers is estimated at $356 k in 2005.  Even according to the hypothesis that other suppliers might exist, the potential savings to be realized through such a call to tender for the purchase of ancillary services is therefore extremely limited.  In addition, the call to tender would have to be repeated periodically, since it is probable that under current market conditions suppliers would not be willing to set their price over long periods.
HQT-6, Document 5
RÉPONSES DU TRANSPORTEUR

À LA DEMANDE DE RENSEIGNEMENTS NUMÉRO 1

DE LA FÉDÉRATION CANADIENNE

DE L'ENTREPRISE INDÉPENDANTE (FCEI)
RESPONSES OF THE TRANSMISSION PROVIDER

TO INFORMATION REQUEST NUMBER 1

FROM THE CANADIAN FEDERATION OF INDEPENDENT BUSINESSES (CFIB)

Information request number 14

Reference: HQT-3, document 1, page 27, lines 3-6.

Preamble :

Based generally on the criteria set out by NARUC, the Transmission Provider attributes the responsibility for network costs for backbone and inter-tie functions to all of the customers of firm services, for economic reasons and for the reliability of the network.
Question:
1. Please elaborate on the economic reasons and the reliability of the network which account for the responsibility for backbone and inter-tie function costs being attributed to all the customers of firm services.
R14.1 The transmission network’s mission is to move electric power optimally and reliably from generating plants to centres where the energy is consumed.  Integrating the power generation sources on the one hand and the consumption needs for electricity on the other can lead to important savings:

a. There is a benefit in the diversity of consumption:  Pooling the consumption of all of the customers of firm services makes it possible to reconcile the differences and fluctuations of their individual consumption patterns.

b. There is an economy of scale on the supply side:  Integrating all of the consumption needs of the customers provides greater opportunities to develop advantageous and broader supply projects to be able to take advantage of economies of scale.
c. There is a benefit with respect to the supply reserve required:   Putting together a series of means of supply makes it possible to reduce the quantity of resources allocated to the reserve needed to make up for the unavailability of one or several power generating units.  This formula is also a winner if it takes advantage of means of supply from neighbouring systems thanks to interconnection links.

d. A complementary use of means of supply can be implemented:  The pooling of the needs of all of the customers of firm services allows for a greater understanding of how the demand for electricity is evolving, which can lead to potential savings through the choice of complementary means of supply of a more specialized but advantageous nature.

