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RESPONSE TO INTERROGATORY

FROM REGIE DE L’ÉNERGIE
1.
Demande :
1.1 Avez-vous connaissance d’activités de revente de surplus de distributeurs d’autres juridictions ? Si oui, veuillez fournir les détails pertinents. Veuillez élaborer sur la possibilité d’appliquer les pratiques de ces distributeurs au Distributeur.

I have no first-hand knowledge of an entity situated similarly to HQD. Where there is retail open access, the load-serving entities of today are sometimes private companies without regulated rates, so that detailed load and capacity information would not necessarily be public. Where the load-serving entity remains regulated, they are often buying much of their supply in the organized markets. 
However I am confident that HQD’s situation is by no means unique. 
In my former employment with Ontario Hydro, a significant portion of my career was spent in the Interconnections Department, a department that was responsible for buying and selling energy with entities, predominately utilities, located outside of Ontario. Such transactions were undertaken for two primary purposes.  
One was to purchase energy if supply within Ontario was short or to sell to a neighbour that was short. This generally occurred due to maintenance or unforeseen contingencies and was generally short term, such as a few days or weeks. 
The other purpose was to buy or sell energy for economy purposes. In such cases, the energy sold was surplus to the needs of the seller and the energy purchased was not required by the buyer to meet its load obligation, but was less expensive than the buyer could produce itself. Such excesses were common at non-peak times of the year. On occasion there would have been periods of longer term surpluses when load growth was less than forecast or as new generation was brought on line in large blocks, and it required some time for load growth to “catch up”. In making decisions to commit to future supply, the objective was always to attempt to match future supply and forecast future demand. However, reliability of supply was always the most important priority, so there was generally a bias toward insuring no future shortages and dealing with surpluses that might occur.
At that time, there were no organized markets as are operated by the Independent System Operators of today and transmission service was not readily available to be purchased. Therefore most transactions were negotiated on a bilateral basis, normally with neighbouring utilities. 
The situation of HQD today, is not substantively different. As a result of decisions taken in 2002, based on forecasts of load, future availability of generation and future prices for electricity, they made a decision to commit to a longer term energy purchase. With the hindsight of today, five years later, it turns out to have been an incorrect decision, which could not have been foreseen at the time. As there is no capability to store this energy, there is a need for HQD therefore to attempt to recover as much of the value of this energy as is possible. They face the same situation that all utilities faced on certain occasions in the past, but in the markets of today they have much enhanced opportunities.
As I stated in my evidence, I believe the Régie made the correct decision in D2007-13 by instructing HQD to sell the energy by RFP. It allowed them to take advantage of the opportunities presented by the markets of today. I believe, with some relatively minor enhancements this remains the correct approach to dispose of their surpluses in 2008 as well.  
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