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Questions :
1.
The report of the Working group

Reading the documents (Report and Annexes) one is perplexed by a certain ambivalence:

In Paragraph 3.5 page 34 of the Report under the heading “recommendations” the author of the report states that no pilot project received a unanimous support. When one reads on, we see that Mr Lamothe of Hydro Québec states that he is favorable to a pilot project (letter dated March 16 – Annexe 6) and that Ms Guimont of Hydro Québec TransÉnergie (letter dated March 19 – Annexe 6) states that proposition D was unanimously supported : “ De tous les types de politique de rabais examines par le groupe de travail, seule la proposition D a fait l’unanimité” all other letters of the working group members support proposal D except for the one filed by HQD that is neutral.
1.1
How is one to reconcile these statements? 
1.2
Was there a formula that rallied every one? 
1.3
Which participant supported the pilot project and which one did not?

1.4
Did a member of the working group withdraw their letter of support? For what reasons?

2.
The concept of unanimity

2.1
Is there a reason why it is essential to have “unanimity” in order to recommend to the Régie to evaluate a proposal for a pilot project? Why is a majority not sufficient? 
2.2
Why would it be unacceptable to present the issues, the proposed solutions, and to identify any specificissues without unanimous agreement on solutions so that the Régie can conduct its review and decide on all the issues, as opposed to what is stated in HQ-11, Document 1 page 12 lines 23-27:
“ …le Transporteur ne propose aucune politique de rabais applicable aux services de transport point à point.”

3. 
The concept of “free riders”
One of the issues that is central to a rebate policy is the concept that a certain volume of transmission can be sold at full price. In other words, that it would be detrimental to the local load to discount a certain volume, since it could have been sold at full price. Participants benefiting of a discount under such circumstances would be “free riders”. 
3.1
Is this an accurate way of presenting what a free rider is? 

3.2
Please provide HQT’s definition of a free rider. Are there other definitions of free rider that are used in the economic literature that HQT is aware of? If yes, please provide them and explain why these definitions were rejected.

3.3
Using HQT’s definition of free rider, has Hydro Québec made a study of what the free ridership would be under any of the proposals discussed in the report? If yes please provide the report. 
3.4
Is there a volume of transaction that exists that is not economical when one pays the full tariff but that is economical when a discount is applied? 
3.5
Has HQT conducted a study of the elasticity of demand for transmission service under the tariff? If yes, please provide the study. If no, why not?
3.6
In Annexe 5 of the Report we see the estimates of new volumes made by participants should a discount of $4.00 be offered. We note that two participants would not have increased their volumes, using HQT’s definition, would these participants be free riders?

3.7
 Would one be correct to think that when a producer has a generating unit in Québec, he must use the network of TransÉnergy to wheel the energy produced? 
3.8
In your view, as an expert in transmission marketing, would such a participant change the volume of energy he would wheel from its generating unit if a discount would be offered? In other words, is it correct to think that offering a discount to such a participant necessarily creates a free rider?
4. 
The concept of acceptable risk

4.1
Would HQT agree that offering a discount to participants for the generation they have located in Québec (and thus captive HQT customers) creates free riders?

4.2
If generation located in Québec was ineligible to participate in the pilot program, would this decrease or eliminate HQT’s concern about free riders?

4.3
In annexe 5, if we consider only the increased volume that is not sourced from Québec generation would the $4.00 discount increase the overall revenues of HQT?

4.4
Would your answer at 4.3 change if we would limit the exclusion to “Hydro-Québec generated energy”?

4.5
In annexe 5, by not increasing its volume under the discount scenario, did the Hydro-Québec transmission volume weight down the overall economic performance of the proposed discount?

4.6
What is HQT’s assessment of the robustness and exactitude of the data provided to generate annexe 5 findings?

4.7
Considering the overall revenues generated by short term point to point service versus the overall revenues stemming from transmission services, what would be an acceptable risk/reward ratio to deploy a discount policy?

4.8
In HQT’s opinion is there a minimum revenue increase that should be met to preserve a discount policy? Over what horizon the performance of a discount policy should be calculated to be conclusive?

5. Hydro Québec Distribution Call for Tenders

In the last year, starting March 2007 HQD sold energy sourced from a Hydro-Québec production site to third parties. 
5.1
How much revenue did this sale generate for HQT year to date? 
5.2
If HQT had offered a discount to those participants would it have created free riders?

6.
Discrimination

In the report one of the criterion identified as “essential” includes the notion of non discrimination (page 14 “faisabilité réglementaire”). One of the general principals underpinning a discount policy under the Open Access transmission Tariff (OATT) rules is to the effect that if a discount is offered to one transmission customer; it must be offered to all customers using that delivery point at the same time. 
6.1
Would it be exact to state that offering a discount in circumstances that do not create free riding does not exclude any customers per se, but rather certain types of transactions? 
6.2
Should a discount policy not be applicable to Quebec generated energy, would the simple fact that one owns one or more generating units or contract sourced in Québec excludes them from benefiting of a rebate when they source themselves outside Québec? 
6.3
Assuming a positive answer at 6.1 or a negative one at 6.2, how can proposal C be deemed discriminatory (pages 25-27 French version of the report)?
7.
Evolution of the Transmission market 

7.1
When one consults the OASIS web site, we see that all the effective firm transmission out of Québec and going to New England, New York and Ontario has been requested under long term service. This means that even if the transmission is not used TransÉnergie will be paid its tariff; is this a correct statement?

7.2
We note that Hydro-Québec has requested most of the transmission on these paths, does this mean that should a discount policy be offered, Hydro-Québec would not benefit of such discount since it has to pay for the reserved transmission anyway? In other words, would it have to have used all the transmission it has already purchased before it could bid on discounted transmission?
7.3
How much yearly revenues will be derived from the long term transmission HQP reservations?

8.
Invitation to participate to the working group

8.1
Annexe 1 lists the names of the company invited to participate to the working group could we have copy of the letters that where sent and the answers (if any) HQT received from them. 

9. 
Market liquidity

9.1
What efforts are being deployed to increase the number of clients of HQT?

9.2
Are there tariff provisions or system constraints that limit the use of HQT transmission? If yes please discuss how these could be modified or improved to increase transmission use.
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