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Deménde 2

3.1

R3.1:

Veuillez expliquer en quoi votre proposition serait équitable pour le client qui a fourni
une capacité plus élevée que celle qu'il avait programmée, dans la mesure ou ce
client ne recevrait aucune compensation du Transporteur.

Nous vous référons a la réponse de M. W. Marshall.

Our proposal is not to require that settlement be only on the net imbalance as seems to
be implied in the question. It is for some degree of flexibility using a single fair balancing
price.

The HQT proposal, with separate prices for surplus imbalance (decremental price) and
deficit imbalance (incremental price), will result in windfall gains to Hydro Quebec for no
reason. This can be illustrated with the example provided in my evidence and quoted in
the Preamble. Let us use the actual pricing data of Hour 6 on July 29, 2008 (given in
Tables 1 and 2 of my report) to evaluate the settlement for the situation where BEMI is
10 MW short on a 100 MW schedule and NLH is 10 MW long on a 200 MW schedule.
The table below details the settlement.

Transmission Customer BEMI NLH Totals
Schedule (MW) 100 200 300
Delivery (MW) 90 210 300

Total imbalance (MW) -10 10 0
Imbalance by Band

Band 1 (up to 2MW or 1.5%) -2 3 0

Band 2 (up to 10MW or 7.5%) -8 7 0

Band 3 (over 10MW or 7.5%) 0 0 0
Proposed HQ Prices*

Band 1 price ($/MWh) 67.69 36.36

Band 2 price ($/MWh) 110.00 22.50

HQ Settlement ($) 1015.38 266,58 -748.80 |

Proposed BEMI prices**

Band 1 price ($/MWh) 85,36, 85,36

Band 2 price ($/MWh) 93.90 76,82

BEMI Settlement ($) -922.52 793.82 -128.70,
Differential Settlement -92.86 <527.24 -620.10

* Taken from Hour 6 July 29/08 of Table 1 of W. Marshall Evidence
** Taken from Hour 6 July 29/08 of Table 2 of W. Marshall Evidence

The results of the settlement analyses illustrate that the HQ proposal would collect
$748.80 when there was in fact no imbalance service that was required. NLH actually
provided the imbalance for the BEMI shortfall so this $748.80 is a windfall gain to HQ.

Using our proposal with one incremental/decremental price (adjusted by +/- 10% for
Band 2 and +/- 25% for Band 3 consistent with the FERC pro forma OATT) there would
still be a penalty amount of $128.70, even though no service was supplied. In this
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situation NLH, the customer with the surplus, would be paid for its surplus energy, either
$793.82 under our proposal or only $266.58 under the HQ proposal.

In many markets there is no penalty associated with similar imbalances as the
settlement is done for all imbalances at the incremental/decremental price. This is the
situation in New Brunswick, New England, NY and Ontario as well as PJM, MISO,
ERCOT, CAISO, SPP and AESO where there are detailed hourly bid markets. It is
worth noting that FERC have accepted this elimination of penalties for the US markets
listed above because they are deemed to be superior to the pro forma requirement.

While it is premature in this hearing to develop the rules for a detailed dispatch market in
Quebec it is possible to consider a slight modification that would approximate the
outcome of a market. That modification would be to allow Transmission Customers to
trade their imbalances.
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