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Demande de renseignement de M. Barry Green, expert pour la FCEI à HQD –

Dossier 3644-2007
Référence :

HQD in Document HQD-2 Document 2 of its filing at page 20 indicates that it anticipates a further energy surplus situation for 2008 that is comparable in magnitude to 2007 and anticipates to follow a similar approach to 2007 for disposal of the surplus.  Therefore, to evaluate the appropriateness of such an approach and to provide evidence for the Régie’s consideration, we would request the following details with respect to the process followed by HQD for 2007.
1.1 Since there are no documents archived on your web site pertaining to the RFPs or other public offerings for the surplus energy to be sold starting March 2007, please provide all documentation that was provided at any time during 2007, to any potential customers for the energy that HQD was seeking to sell.
1.2 Please include with this, any information provided by HQT with respect to terms and conditions which would be applicable for transmission services associated with this sale of energy.
1.3 Please indicate the time at which all of the above information (from both HQD and HQT) was made available. 

2. What was the methodology used by HQD to identify potential customers to seek bids from them or alternatively to advise the broader community of potential customers that this energy was available for sale?
3. How did HQD determine the optimum vehicle for marketing the surplus energy, i.e. RFP or auction or use of a broker or marketer or offering into neighbouring markets day ahead or real time?
4. How did HQD determine the optimum packaging of the energy with respect to:

4.1 Quantities in MW and MWh of each block for sale?
4.2 Duration for which each block was offered?
4.3 Appropriate points of receipt or delivery on the HQT system?
5. In HQD-2 document 2 HQD states that “le Distributeur peut effectuer ces ventes par appels d’offres, transactions bilatérales ou écouler ses surplus sur le DAM” (page 15, lines 8 to 11)

5.1 How many transactions have been made under each of these possibilities (options) listed on page 15, as far as surplus energy resale operations are concerned?

5.2 What was the monthly volume for each of these methods (listed of page 15) for resale? Please indicate such in terms of both MW and MWh (the market trades in MW).

5.3 For each of the following horizons (these are types of forwards traded, therefore if no corresponding sales where made just state that this product was not traded) please provide the MW value of the sales made as well as price and the date of the transaction:

Balance of the Year

Quarterlies (Q2, Q3, Q4)

Summer (the July/August contract)

Monthly contracts

Weekly contracts

Daily contracts

In the event that other products (hourly or some hybrid structure) were traded please describe and provide same information.

6. In the same document page 16, lines 8 and 9, HQD states that the surpluses that are not sold through the call for tender process can be resold on the Day Ahead markets of New England and New York.

6.1 Is there something forbidding the sale of such surpluses on the Ontario market? If yes please provide the reference.

6.2 In the event that such sales (on the DAM) have taken place please provide the days and volumes in both MW and MWh.

6.3 Hydro-Québec being a vertically integrated company, and a single legal entity, please confirm that HQD can sell to all counterparties that have executed Master Agreements with HQ including the point to point transmission clients. If not, please provide the legal opinion to the effect that HQD is prohibited from transacting with HQ’s counterparties.
6.4 On the same page, same paragraph, lines 10 to 12, HQD states that as a last recourse it can reduce the purchased volume of the “contrat cyclable”; has this structure been used? If so please provide the dates and volumes in MW and MWh.

6.5 In the event where it was required to reduce the “contrat cyclable” does these reductions correspond with cuts or curtailments that counterparties may have encountered?

6.6 Until today, have deliveries to counterparties been cut or curtailed? If yes please provide the dates and volumes in MW and MWh of such, as well as dispatcher’s notices, phone conversations and electronic communications exchanged at the time.

6.7 Has HQD repurchased, or has been offered to repurchase any of the MWs sold? If yes please provide the days and volumes in MW and MWh.

7. On page 16, lines 13 to 18 HQD states that it purchased firm point to point transmission service.

7.1 Why did HQD need to purchase such transmission?

7.2 Please provide the detail of such purchases (time, duration, paths, and size in MW).

7.3 When transmission is redirected, we understand that the service becomes “non-firm”, is this correct?

7.4 Thus far has HQD sold any “non firm” products to its counterparties in this process of surplus resale?

7.5 Has any of the transmission been redirected? If yes please provide the times, durations and paths of such redirects.

7.6 Has any redirected transactions been cut or curtailed?

8. Table 6 page 17 of same document.

8.1 It is stated that the sales where made by blocs of 50MW, however for each of the three lines of the table, when one divides the number of hours by the volume we find odd lots. For example: on the first line the total number of hours is 1,464 (March plus April) and the volume 700 GWh for a sale of 478MW; similarly line two shows a sale of 517MW. Please provide the explanation has to why we do not find a 50MW divider and the detail for each of the lines.

8.2 On line three the time span runs from May to December and the caption reads: “Reventes Prévues”. It is difficult to understand the meaning of said caption; does it mean that some balance of the year sales have been made starting in May? Was some of May energy stored for resale in the last quarter? Has a structure been deployed by which a counterparty can, during the last quarter of the year or at a set date, trigger a sale starting in May by way of a financial settlement? If not please provide the detail pertaining to that line of the table, as well as the volumes left to sell in MW and MWh.

8.3 The prices of the table do not correspond to the division of the revenues by the volume. When we calculate them that way we find $58.57, $60.00 and $57.77 (as opposed to $58.20, $61.40, and $58.00). Please provide the explanation for this discrepancy.

9. Have any liquidated damages been triggered thus far during the resale process? If yes please provide detail of date, times, volumes in MW and MWh.
10. It is our understanding that within the northeast U.S. (New York and New England) there is a market for renewable energy credits (RECs).  Such RECs can be bought and sold as a “commodity” separate from energy.  We also understand that although energy generated from large hydro projects such as Baie James does not qualify for REC credits, wind-generated energy does and HQD is currently purchasing a substantial quantity of wind-generated energy.  Recently HQP sold RECs in Connecticut with respect to wind energy facility located in Quebec. Did HQD evaluate the potential benefits to HQD’s customers from offering for sale a package product that would include this surplus energy and RECs generated by HQDs purchases of wind energy?  If so, please produce any studies documenting the evaluation conducted.

10.1 The contracts (One of 250MW and one of 350MW) which resulted in these surplus sales by HQD included both capacity and energy.  Did HQD derive any benefit from the sale of capacity through the processes used in 2007? For example by making it available directly or through customers for the sales as UCAP in the NYISO market?
10.2 Are there plans to do so in 2008?
10.3 If so, please provide any studies used to determine the capacity value of the surplus energy.
11. What criteria did HQ use in evaluating the offers received for the surplus energy in 2007: 
11.1 Price only? Please explain.
11.2 Guaranteed take by the customer? Please explain.
11.3 Options for additional purchases? Please explain.
11.4 Did HQD seek a diversity of customers? Please explain.
11.5 Credit risk? Please explain.
11.6 Target ultimate market?  I.e. was HQD seeking to insure that not all of the energy was delivered to one of its interconnected markets? Please explain.
11.7 What energy might be displaced? Please explain.
11.8 Any other criteria? Please explain.
12. Please identify all customers that provided bids for any of this surplus energy.
13. Were any bids rejected?  If so why? Please provide the prices duration volumes in MW and MWh of these rejected bids.
14. Please provide a breakdown, by month and by on and off peak, of the quantities of energy sold under the following categories and the average price achieved in each case:
14.1 Energy sold pursuant to a contract resulting from an RFP?
14.2 Energy sold pursuant to a contract resulting from any marketing effort other than an RFP?
14.3 Energy sold by HQD, directly or through the use of a broker, into the day ahead or real time markets of any of the neighbouring systems?
(a) If HQD has utilized the services of one or more brokers, please identify how many brokers were used and what was the process for evaluating the most appropriate broker for HQD’s needs?
(b) Did HQD assess the value of using a broker vs. using a marketer?  If so, please provide the details of that analysis?
14.4 For energy identified in previous answers above, please also provide a breakdown by market.
14.5 As of the current date, what quantity of contract energy remains unsold? Does HQ have specific contracts or plans to sell this energy during the remainder of the year or will quantities of energy under the “contrat cyclable” be reduced?
15. Is HQD taking steps to become enabled to sell directly without intermediaries in the markets of New Brunswick? Ontario? NYISO? ISO-New England in order to deal with surpluses forecast in 2008?
16. Does HQD have a strategy to increase its liquidity? In other words will it do anything to gain new counterparties? Can it use the same list of counterparties as HQT and HQP? 
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