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DEPRECIATION AND AMORTIZATION

1.0 PURPOSE
This evidence describes OPG’s depreciation and amortization policy and presents the

depreciation and amortization expense for the regulated facilities.

2.0 OVERVIEW

OPG is seeking approval of a test period revenue requirement that includes depreciation and
amortization expense of $130.6M for the regulated hydroelectric facilities and $491.8M for
the nuclear facilities. Depreciation and amortization expense for the historical, bridge and test

years are shown in Ex. F4-T1-S1, Tables 1 and 2.

Section 3 of this exhibit presents OPG’s depreciation and amortization policy. Section 4

discusses the trend in depreciation and amortization expense over the 2007 — 2012 period.

The depreciation expense for the Bruce assets is presented in Ex. G2-T2-S1.

3.0 DEPRECIATION AND AMORTIZATION POLICY

Once a constructed or purchased asset is classified as in-service, the related capital
expenditures are recorded as a fixed or intangible asset in the appropriate asset class with
an established service life. OPG’s classification of expenditures as capital or operating is set
out in Ex. A2-T2-S1, section 5.1. Capital project expenditures are recorded as fixed assets in
the construction-in-progress account until they are classified as in-service, and are not
depreciated until such time. Similarly, intangible asset expenditures are recorded in a
development-in-progress account until they are classified as in-service and are not
amortized. Each asset is assigned a unique identifier, which assigns it to an asset class and

physical location.

Approximately 90 per cent of OPG's in-service fixed and intangible assets are directly
associated with specific generation facilities. The net book value of the nuclear facilities and

the Bruce assets includes asset retirement costs (“ARC") relating to OPG’s nuclear fixed
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asset removal and nuclear waste management liability. Accordingly, the depreciation and
amortization expense also includes the depreciation of ARC. The accounting and regulatory
treatment of ARC and associated depreciation expense is discussed in greater detail in Ex.
C2-T1-S2 section 3.0. Intangible assets primarily include computer software expenditures

that are eligible for capitalization.

The remaining in-service fixed and intangible assets are either directly associated with a
business unit, or are held centrally and are used by both regulated and unregulated
generation business units. The assets held centrally are not allocated to regulated facilities;
instead the business units (both regulated and unregulated) are charged an asset service fee
for the use of these assets. This charge is reported as an OM&A cost. The explanation of the

asset service fee methodology is provided in Ex. F3-T2-S1.

Depreciation or amortization of an asset commences once it is declared to be in-service.
Each class of assets is depreciated or amortized at an established rate. Ordinarily when an
asset within a class is retired, the gross asset value is removed from both the cost of the
asset and the related accumulated depreciation. An exception to this treatment is applied if
an asset is retired significantly in advance of the end of the life of its asset class, in which
case the remaining net book value is charged to depreciation and amortization expense. The
assumption underlying the above approach is that assets retired in the normal course are
fully depreciated or amortized. In the asset class, some assets are retired before the end of
their estimated service life, while others are retired after the end of their estimated service
lives. Consequently, on average, the entire asset class is assumed to be fully depreciated or

amortized at retirement.

The depreciation and amortization expense for regulated facilities also includes expenses
relating to management of nuclear low-level and intermediate-level waste. These costs are
described in greater detail in Ex. C2-T1-S2 sections 3.2 and 3.3. Further, any asset removal
costs incurred as a result of replacing existing equipment that have not been previously
provided for are included in depreciation and amortization expense for prescribed facilities in

the period of removal. Removal costs include costs associated with disassembling a
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component of an asset to gain access to a subcomponent to be repaired or replaced and the

cost to reinstall the removed component.

Depreciation and amortization rates for the various classes of in-service fixed and intangible
assets are based on their estimated service lives. Service lives for the assets of the
regulated facilities are established by the technical and engineering personnel of the
business unit that manage these assets, supplemented by the analysis of applicable external

factors and economic viability considerations.

Fixed and intangible assets are depreciated or amortized on a straight-line basis except for
computers and transport and work equipment, which are depreciated on a declining balance
basis due to the nature of these assets. The service life of an asset class is limited by the
service life of the station(s) to which it relates. The determination of these station end-of-life
dates for depreciation purposes involves an assessment of the condition of and expected
remaining life of certain key components (referred to as ‘“life-limiting components”), in
conjunction with an estimate of the expected operation of the station. For the nuclear
stations, the life-limiting components are: steam generators, pressure tubes, feeders and
reactor components. Based on the most recent assessments, pressure tubes have been
assessed to be the most critical life-limiting component at all three nuclear facilities. For

regulated hydroelectric stations, dams are considered to be the life-limiting component.

Since OPG does not operate the nuclear units that are on lease to Bruce Power, the
assessment of end-of-life dates for depreciation purposes for the Bruce Nuclear Generating
Stations are based on other factors. Key factors include: information relating to the operation
and refurbishment of the Bruce stations made publicly available by Bruce Power, historical
performance of the Bruce stations prior to their transfer via lease to Bruce Power, publicly
available information on the Bruce stations’ performance since their lease to Bruce Power,
the performance and equipment condition of similar stations that continue to be owned and
operated by OPG, and information on plans for the Bruce stations inferred from publicly
available reports from the IESO and the OPA.
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The average service lives and depreciation/amortization rates of the fixed and intangible
assets of OPG's regulated facilities and Bruce facilities used to determine the depreciation

and amortization expense for the test period revenue requirement are:

Nuclear generating stations and major components 15 to 60 years
Hydroelectric generating stations and major components 25 to 100 years
Administration and service facilities 10 to 50 years
Computers, and transport and work equipment assets — declining balance 9% to 40% per

year
Major application software 5 years
Service equipment 5to 10 years

The end-of-life dates for depreciation purposes for the nuclear facilities and Bruce nuclear

stations, effective January 1, 2010, are:

Darlington December 31, 2051
Pickering A December 31, 2021
Pickering B September 30, 2014
Bruce A December 31, 2035
Bruce B December 31, 2014

A single end-of-life is established for depreciation purposes for all units at a particular station,

which is typically based on an average estimated end-of-life dates for each of the units.

As part of its due diligence on the service lives of fixed assets and ultimately the calculation
of depreciation and amortization expense, OPG convenes an internal Depreciation Review
Committee (“DRC"). The DRC is accountable for providing a formal engineering, technical,
and financial review of asset service lives. The DRC conducts a review of the service lives of
generating stations, including Bruce stations, and a selection of asset classes every year,

with the objective of reviewing all significant asset classes over a five-year cycle.

The DRC is comprised of representatives from each of the business units with operational
expertise as well as staff from finance and regulatory affairs functions. The engineering and

technical review of the service lives is based on a variety of sources (depending on the asset
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class or facility in question), including operational experience of the business units, lifecycle
planning and condition assessment data for major facilities, as well as benchmarking data
(where available). In addition to the engineering and technical review of the assets, the DRC
is also accountable for assessing the impact of financial viability considerations,
refurbishment plans as well as external factors, such as the impact of government policy or
legislation. The Committee’s scope and recommendations are submitted for approval to the
Chief Nuclear Officer, Executive Vice President - Hydroelectric, Senior Vice President -
Thermal, Senior Vice President and Chief Financial Officer, Senior Vice President -
Corporate Affairs, and, in 2008, the Executive Vice President and Chief Operating Officer
(the “Approvals Committee”) for approval. Approved DRC recommendations on depreciation
and amortization are implemented on January 1 of the year following the year of review
unless otherwise required based on accounting considerations under Canadian Generally

Accepted Accounting Principles.

The recommendations of the 2009 DRC were accepted by the Approvals Committee. The
2009 DRC report is presented in Attachment 1 to this exhibit.

3.1 The 2009 Depreciation Review Committee Recommendations

Given the technical and economic assessments underway related to the refurbishment and
continued operation of OPG’s nuclear facilities, the 2009 DRC considered whether changes
to nuclear station and specific nuclear and regulated hydroelectric asset class end-of-life
dates should be made for depreciation purposes. The DRC also considered whether

changes to the Bruce station’s end-of-life dates should be made for depreciation purposes.

The DRC recommended the extension, effective January 1, 2010, of the estimated average
service life of the Darlington units to December 31, 2051 based on three main
considerations. First, the extension was based on the approval of management’s
recommendation to proceed with the definition phase of the refurbishment project for
Darlington by the OPG Board in November 2009 and the concurrence by the Province during
January 2010 and publicly announced in February 2010. Second, the technical assessments

by Nuclear engineering staff as to the expected end-of-life dates of the four units following





© 0O N o ol b WO DN P

W W NN NN DN DD DN DD P PP PR RE R R
m O © 0o N O O A WO NP O © 00N O O B W NN - O

Filed: 2010-05-26

EB-2010-0008

Exhibit F4

Tab 1

Schedule 1

Page 6 of 9

refurbishment. Third, the DRC assessed the confidence level as sufficiently high that the
refurbishment project would be executed as planned. This assessment was based on the
extensive technical and economic analysis performed by OPG in arriving at the decision to
proceed with the refurbishment, similar refurbishment projects already underway at Bruce A,
actual experience in executing the return to service of Pickering A, Units 1 and 4, and the
well-established technical and regulatory processes for refurbishment of CANDU units in
Ontario and Canada. Refer to Ex. D2-T2-S1 for further discussion of the planned

refurbishment of the Darlington units.

The Darlington refurbishment decision also required OPG to increase its asset retirement
obligation (“ARO”") and associated ARC for its nuclear facilities and the Bruce nuclear
facilities by $293M as at January 1, 2010, as discussed in Ex. B1-T1-S1 and Ex. C2-T1-S2.
The impact on Darlington ARC was an increase of $844M offset by a decrease in Pickering A
and Pickering B ARC of $369M and a decrease in Bruce ARC of $182M. The impact of the
Darlington refurbishment decision on the ARC and ARO balances is discussed in Ex. C2-T1-
S2.

The extension to the estimated service life of Darlington, including the related impact on the
lives of the related assets within the nuclear asset classes, is expected to decrease OPG'’s
annual depreciation expense for the nuclear facilities by approximately $78M. This is a
refinement to the estimate in the 2009 DRC report. DRC reports are drafted prior to
finalization of year end asset information and thus certain information, such as the estimated
depreciation impacts associated with service life changes, are subject to refinement. The net
impact of the changes to nuclear facilities’ ARC further decreases the annual depreciation
expense by $36M, which represents a decrease of approximately $57M related to the lower
Pickering ARC partially offset by an increase of $20M related to the higher Darlington ARC.
The combined impact of the extension of the estimated service life of Darlington and the net
impact of changes to the ARC of the prescribed facilities is $115M, disclosed as an estimate
of $116M in the financial statements for the prescribed facilities for the year ended December
31, 2009 (Ex. A2-T1-S1, Attachment 3). The impact on depreciation expense for the Bruce
facilities as a result of the change in the ARC is described in Ex. G2-T2-S1.
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The DRC did not recommend any changes to the lives of Pickering A or Pickering B. In
relation to Pickering B, a substantial body of technical work remains in order for OPG to be
satisfied that there is a greater than 70 per cent confidence level associated with achieving
extended lives for Pickering B’s pressure tubes. The DRC will not recommend changing the
lives of a nuclear station without at least this level of confidence. A technical work program
involving additional maintenance work at the plants, laboratory tests, analysis of data, and
submission of results to the Canadian Nuclear Safety Commission is currently scheduled to
be completed by 2012, at which time sufficient evidence regarding the certainty of extension
of the life of the pressure tubes at Pickering B is expected to be available. The DRC will
continue to monitor the progress of this work program and its implications on both the
Pickering A and Pickering B estimated end-of-life dates for depreciation purposes. Refer to
Ex. F2-T2-S3 for further discussion of OPG’s work program and analysis related to the

Continued Operations initiative at Pickering B.

OPG has established that the ongoing operation of Pickering B has implications for the
technical and economic feasibility of operating Pickering A. However, the DRC concluded
that the uncertainty related to the estimated operating life of Pickering B and the uncertainty
related to the potential for investment in modification work at Pickering A to allow it to operate
without Pickering B do not provide a sufficiently high degree of confidence to establish a
different end-of-life date for Pickering A at this time. This assessment is consistent with the
DRC'’s considerations underlying its recommendation to not change the end-of-life date of

Pickering B.

The DRC did not recommend any changes to the end-of-life dates for the Bruce A and B
stations for depreciation purposes. There was no sufficiently conclusive new public
information available regarding Bruce Power’s plans to operate and/or refurbish units not
already undergoing refurbishment since the previous DRC review in 2007. OPG also
considered the applicability of its analysis of the potential to extend the operating life of
Pickering B to the Bruce B station, in the context of Bruce Power’s participation in a joint
initiative to analyze the possibility of such an extension (see Ex. F2-T2-S3). Since OPG'’s

analysis to date has not provided sufficient confidence for extending the estimated service
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life of Pickering B, and OPG is aware that the pressure tubes are also the life limiting
component for Bruce B, the 2009 DRC had no reason to conclude that sufficient confidence
exists for extending the operating lives of the Bruce B units in the absence of such

confidence for the Pickering B units.

The DRC's review of the individual nuclear and regulated hydroelectric asset classes (other
than those related to Darlington) led the DRC to recommend no changes to the estimated
service lives of these classes, with the exception of the regulated hydroelectric outdoor
structures class. The annual impact on depreciation of the change to the estimates services
life of the regulated hydroelectric outdoor structures class was determined to be
approximately $0.1M per year. The change was implemented on January 1, 2010. Overall,
the 2009 DRC reviewed asset classes, including those related to Darlington, representing
approximately 20 per cent of the nuclear asset net book value as at January 1, 2009. To
date, the DRC has reviewed asset classes representing approximately 74 per cent of the

nuclear asset net book value as at January 1, 2009.

4.0 DEPRECIATION AND AMORTIZATION EXPENSE

The depreciation and amortization expense for the regulated hydroelectric facilities remains
largely stable over the period 2007 - 2012. The depreciation and amortization expense for
the nuclear facilities is generally consistent over the 2007 - 2009 period, with a significant
decline forecast in 2010 as a result of the extension of the estimated service life of Darlington
for depreciation purposes and the decrease in Pickering A and Pickering B ARC. The nuclear
depreciation expense is expected to increase in 2011 and again in 2012 as compared to
2010 as a result of in-service additions primarily related to Darlington and the Nuclear

Support Divisions.

Detailed year-over-year and budget-to-actual analysis of the depreciation and amortization
expense for the regulated facilities for the period 2007 - 2012 is presented in Ex. F4-T1-S2

and accompanying tables.
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Reqgulated - Depreciation Review Committee Report

EXECUTIVE SUMMARY

Background

The Depreciation Review Committee (DRC) is convened annually to review the service lives for depreciation
purposes of major facilities and a selection of asset classes with the objective of reviewing all significant asset
classes over a five year period. The DRC’s recommendations are documented in separate reports signed by senior
executives each for regulated and unregulated business, which forms the basis for depreciation expense that is
recorded in OPG’s audited financial statements. As such, any DRC recommendations with respect to changes to
asset and/or facility service lives for depreciation purposes require a high degree of confidence in order to meet
accounting guidelines and to satisfy OPG’s internal and external auditors.

Scope of 2009 Review

The 2009 scope of this DRC review and report continued with the five year cyclical review of regulated business
asset classes (all stations for nuclear and Niagara Plant Group and R.H. Saunders for hydroelectric) as well as the
review of the nuclear stations’ end of service life dates for depreciation purposes.

Nuclear Review

For Darlington, in 2009 the OPG Board of Directors approved Management’s recommendation to proceed to the
definition phase of the refurbishment project. The Shareholder has concurred with this recommendation. This
provided the DRC with high confidence that refurbishment will ultimately occur and as such, the focus of this year’s
review centered on the impact of refurbishment on both end-of-service life dates for depreciation purposes and asset
class service lives.

For the Pickering and Bruce stations, the focus was primarily on the review of station end-of-service life dates for
depreciation purposes. With regards to Pickering, consideration was given to continued operation plans at Pickering
B, and any potential impacts of this decision on the end-of-service life date for depreciation purposes of Pickering
A.

In addition, the DRC reviewed the service lives of a number of nuclear asset classes. Asset classes reviewed in the
current year are listed in Appendix C and asset classes reviewed for the years 2006 to 2009 are listed in Appendix E.
Including this year, the DRC has now reviewed nuclear asset classes with a total net book value of approximately
$1.9 billion, representing approximately 74% coverage of total nuclear asset net book value.

Regulated Hydroelectric Review

For the regulated hydroelectric line of business, asset classes reviewed in the current year are listed in Appendix D
and asset classes reviewed for the years 2006 to 2009 are listed in Appendix F. Including this year, the DRC has
now reviewed total regulated asset class net book value approximating $3.8 billion, and has now covered all major
hydroelectric asset classes.

IFRS Requirements
The DRC continues to build in IFRS requirements its annual reviews, focusing on the assessment of whether
components within each significant asset class have consistent lives.

Intangible Assets

Effective January 1, 2009, as a result of changes to financial reporting requirements, intangible assets are reported
separately from fixed assets. These assets were not reviewed by the DRC in 2009, but remain within the scope of
the DRC review for years going forward.
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1. Based on the 2009 review of average station-end-of service life dates for depreciation purposes aaghehifent 1
service lives of nuclear asset classes, the DRC recommends the following:

Recommendations from 2009 Review

e The end-of-service life date for depreciation purposes of the Darlington station be extended from
December 31, 2019 to December 31, 2051 resulting in an estimated reduction of $64 million to
annual depreciation expense.

e Certain asset class service lives of Darlington and Pickering B be revised as outlined in Appendix
C resulting in an estimated reduction of $6 million to annual depreciation expense.

e The average service lives for depreciation purposes of the following stations remain unchanged as
follows:

Pickering A — December 31, 2021
Pickering B — September 30, 2014
Bruce A — December 31, 2035
Bruce B — December 31, 2014

YV VY

The DRC is recommending that the above changes be implemented with an effective date of January 1,
2010 which would result in an estimated decrease to annual depreciation of $70 million for 2010 and years
following.

2. Based on the 2009 review of regulated hydroelectric asset classes (see Appendix D for details), the DRC
recommends the following:

e The service life of Outdoor Structures asset class (#10205000) be reduced from 75 to 60 years,
which will result in an insignificant change to annual depreciation.

The DRC is recommending that the above change be implemented with an effective date of January 1,
2010.
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1.0 INTRODUCTION

1.1 Work of the Depreciation Review Committee

The DRC convened annually to review the service lives for
depreciation purposes of major facilities and a selection of
asset classes with the objective of reviewing all significant
asset classes over a five year period. The selection of asset
classes to be reviewed and the approach to be taken to the
review of the classes and major facilities are approved by
OPG’s senior executives (the Approval Committee). On
completion of each annual review, the DRC documents its
findings in a report, including the financial impact of any
recommended changes to asset service lives for
depreciation purposes and submits for approval to the
Approval Committee. The approved recommendations
from the DRC reviews are used to estimate the
depreciation expense that is recorded in OPG’s
consolidated financial statements. The approved DRC
report also impacts the depreciation expense for business
planning purposes and is used in periodic payment amount
applications to the Ontario Energy Board.

Since the main purpose of the DRC review is to support
depreciation expense to be reported in OPG’s consolidated
financial statements, the DRC is led by staff members
from Corporate Finance. In order to properly assess the
service lives for depreciation purposes of major facilities
and selected asset classes, the DRC seeks engineering and
technical input when conducting its annual review. As
such, it is important for the DRC to have the support of
representatives from the various lines of business who
have substantial knowledge and expertise in the operations
of each of the various plants operated by OPG. This
support is provided by senior management for each line of
business who appoint the appropriate technical and
engineering staff to assist the DRC in their review.
Appendix A provides the listing of DRC members and
supporting business unit representatives.

The move to International Financial Reporting Standards
(IFRS) has added another dimension to the DRC review.
For IFRS purposes, the objective is to provide assurance
that components within each class have a relatively
consistent service life. The 2009 DRC review addressed
IFRS requirements and concluded that the components’
lives within each asset class are consistent.

1.2 Review Scope

In order to achieve sufficient support for recorded
depreciation in OPG’s consolidated financial statements,
the DRC focuses on the review of both station end-of-
service life dates and asset classes for Nuclear and on asset
classes for Hydroelectric.  Station service lives for
Hydroelectric are not typically reviewed by the DRC as
such facilities tend to have long service lives that exceed
asset class life. Nuclear facilities on the other hand have
shorter service lives that could potentially be less than
asset class lives. As such, nuclear depreciation is
calculated based on the lower of station service life and
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2.0 Review of Nuclear Assets
Principles for Changing Asset Service Lives

For financial accounting purposes, recommended changes
to existing station end-of-life dates and asset class service
lives require a high degree of confidence (at least 70%) in
order for any changes to be considered for
recommendation by the DRC. OPG’s senior management
and internal and external auditors must be satisfied with
the underlying support for the recommendations for any
such changes.

Scope

The DRC’s deliberations for 2009 continued with its focus
both on the review of station service life for depreciation
purposes and asset class service life.

For the current year review of station service life for
depreciation purposes, the DRC continued with the
approach of prior years and looked at all nuclear stations.

Given the OPG Board’s approval of management’s
recommendation to proceed to the definition phase of the
Darlington refurbishment project, the asset class review
focused primarily on Darlington assets. As well, a review
of the service lives of Pickering B assets was completed
(see Appendix C for details).

2.0.1 Pickering and Darlington
Pickering B

The primary determinant of end-of-service life date for
depreciation purposes of the Pickering B units is the
expected lives of the pressure tubes. The current nominal
life expectation on the pressure tubes at Pickering B results
in an average station end-of-service life for depreciation
purposes of September 30, 2014.

OPG has embarked on a work program (including physical
work in the plant, laboratory tests, analytical work and
discussions with the nuclear safety regulator) to
demonstrate high confidence in extended service lives of
the Pickering B pressure tubes. This program of work is
expected to come to fruition in late 2012. If successful,
OPG would expect to be able to operate the Pickering B
units until 2018 to 2020. This scenario is known as the
“Continued Operations” scenario.

OPG cannot currently claim high confidence, for
accounting purposes, in achieving continued operations,
but expects to be able to claim that high confidence by
approximately the end of 2012. Successful completion of
the work to gain high confidence faces challenges on
several fronts, and OPG is working to resolve and mitigate
the risks on all of these fronts. Another operator of
CANDU units in Ontario, as well as the technology
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sponsor for CANDU units worldwide, have joined with
OPG and are sharing the costs of the project to achieve
higher confidence in longer pressure tube lives. OPG also
recognizes that ultimate achievement of high confidence
for accounting purposes must be informed by any potential
risks associated with market conditions and their
implications on the economic viability of the continued
operations scenario.

Given these considerations, the DRC recommends that the
average end-of-service life date for depreciation purposes
of Pickering B should remain unchanged at September 30,
2014, until there is a higher degree of confidence
associated with the achievement of continued operations.

The asset class review for Pickering B was primarily based
on OPG’s condition assessment of the plant. Details of the
changes to the service lives specific asset classes are
included in Appendix C.

Pickering A

The DRC recommends that the average service-life-date
for depreciation purposes for the two units at Pickering A
remain unchanged at December 31, 2021.

The DRC recognizes that there are significant technical
and regulatory risks that would make it difficult to operate
Pickering A Units 1 and 4 as stand alone units after the last
two units of Pickering B have reached their end of life.
Moreover, should the Pickering B units be permanently
shut down, there is a high probability that Pickering A
would prove uneconomical to operate without the
Pickering B units in operation.

The DRC deliberated on this question and has concluded
that given:

(i) that OPG has embarked on achievement of continued
operations at Pickering B;

(if) that there are other life management scenarios for
Pickering B which are being explored and which can result
in a longer Pickering B calendar life; and

(iii) that there is the potential to invest in modification
work to overcome the technical hurdles to operation of
Pickering A without Pickering B,

OPG cannot claim high confidence to support a change in
the Pickering A service life date for depreciation purposes
to align with the Pickering B date, until there is greater
certainty around the Pickering B service lives.

Darlington

The DRC recommends that the average service life for
depreciation purposes of the four units at Darlington be
changed to December 31, 2051, consistent with OPG’s
Board of Directors approval of management’s
recommendation to proceed to the definition phase of the
Darlington refurbishment project. The Shareholder has
concurred with this recommendation. The high
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a) High confidence that the  Darlington
refurbishment project will be executed and the
units returned to service.

b) The current expectation that the post-
refurbishment service life of each unit will be
nominally 30 years.

c) OPG’s assessment that there is low risk, based on
similar refurbishment projects already underway
and well-established technical and regulatory
processes for refurbishment, that the execution of
the refurbishment would not be completed.

The asset class review for Darlington covered all major
assets (see Appendix C for details) with a focus on which
classes would need to be replaced before the new end of
life and which asset could reach a new end of life at
Darlington. Sources of information used in this review
included OPG condition assessments, life cycle
management plans for major components, operational
experience, the expected scope for Darlington
refurbishment, and benchmark results for small motors and
generator components. Details of the changes to the
service lives of specific asset classes are included in
Appendix C.

2.0.2 Bruce
Bruce A

In 2007, the DRC changed the expected service lives of the
Bruce A units, based on: i) an agreement between Bruce
Power L.P and the Ontario Power Authority signed in
October 2005 that Bruce A Units 1, 2 & 3 will be
refurbished to extend their lives; and ii) an amendment to
that agreement in August 2007 that Bruce Unit 4 will also
be refurbished. The refurbishment of Bruce A Units 1 & 2
is well underway with expected return to service of those
units in 2011, followed by operation for nominally 25
years. Planning work for the refurbishment of Bruce Units
3 & 4 has commenced. However, to OPG’s knowledge,
the refurbishment dates for these units have not yet been
finalized.

For the 2009 DRC review, there has been no additional
information issued by Bruce Power L.P. or other sources
that would suggest a change to the current end-of-life dates
for depreciation purposes; hence, the DRC recommends
retaining the average service life for depreciation purposes
of Bruce A at December 31, 2035, as had been established
by the 2007 DRC.

Bruce B

The service lives of the Bruce B units are limited by the
expected service lives of the pressure tubes. The current
expectation of the service lives of the pressure tubes results
in OPG’s prediction of December 31, 2014 as the average
end-of-life date for depreciation purposes for Bruce B.
Bruce Power has indicated a desire to operate the Bruce B
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units longer, and has signed on to the project with OPG,
aimed at increasing the confidence in predictions of longer
service lives of the pressure tubes by 2012. At this time,
OPG’s assessment (similar to the assessment for Pickering
B) is that the confidence level in achieving additional
service life from the Bruce B units is not sufficiently high
to allow a change in the average end-of-service life date,
for depreciation purposes.

In addition, although there are indications in documents
published by the Ontario Power Authority that
refurbishment of the Bruce B units may be part of
Ontario’s Integrated Power System Plan in the future, there
have been no formally announced plans by Bruce Power to
refurbish the Bruce B units.

Based on above considerations, the DRC recommends that
the average end-of-life date of the four units at Bruce B
should remain unchanged at December 31, 2014.

2.1.0 DRC Recommendations — Nuclear

Based on the 2009 review of average station-end-of
service life dates for depreciation purposes and of the
service lives of nuclear asset classes, the DRC
recommends the following:

e The end-of-service life date for depreciation
purposes of the Darlington station be
extended from December 31, 2019 to
December 31, 2051 resulting in an estimated
reduction of $64 million to annual
depreciation expense.

e  Certain asset class service lives of Darlington
and Pickering B be revised as outlined in
Appendix C resulting in an estimated
reduction of $6 million to annual
depreciation expense.

e The average service lives for depreciation
purposes of the following stations remain
unchanged as follows:

» Pickering A — December 31, 2021
» Pickering B — September 30, 2014
> Bruce A - December 31, 2035
> Bruce B — December 31, 2014

The DRC is recommending that the above changes be
implemented with an effective date of January 1, 2010,
which would result in an estimated total decrease to annual
depreciation of $70 million in 2010 and years following.

2.2.0 Summary of Nuclear Stations’ Average End of
Service Life Dates for Depreciation Purposes

Current End of Life Date
Station (Dec. 31, unless otherwise
stated)
Pickering A Unit 1 2021
Pickering A Units 2 & 3* n/a
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Bruce A** 2035

Bruce B** 2014

* Assets written off in 2005 as a result of the decision not to proceed with
the return to service of the units.

** Assets are on lease to Bruce Power for an initial term of approximately
17 years (commenced May 1, 2001).

***End of life occurs on September 30, 2014.





3.0 Review of Regulated Hydroelectric Assets
3.0.1  Overview

Hydroelectric facilities have six regulated stations within
two plant groups (Sir Adam Beck One, Sir Adam Beck
Two, Sir Adam Beck Pump Generating Station, DeCew
Falls One, and DeCew Falls Two, within the Niagara Plant
Group, and R.H. Saunders within the Ottawa-St. Lawrence
Plant Group). OPG has 27 dams that are associated with
the Niagara Plant Group stations and three dams that are
associated with the R.H. Saunders Generating Station.

In conducting its 2009 review of the Niagara Plant Group
and R.H. Saunders stations’ assets, the DRC has relied
extensively on recent technical assessments and
comparative utility data obtained by site technical staff and
approved by hydroelectric management. Comparative data
was obtained from the following utilities for the majority
of the asset classes: BC Hydro, TranAlta Utilities
Corporation, Manitoba Hydro and Saskatchewan Power
Corporation.

Total net book value of hydroelectric assets reviewed in
2009 was approximately $500 million (as at January 1,
2009). Appendix D, lists the asset classes that were
reviewed.

3.0.2 Regulated Hydroelectric Asset Class Review

Asset classes selected for review in 2009 are indicated in
Appendix D. The assets and the associated values
included in Appendix D, are only those for Regulated
Hydroelectric facilities.

The review of the selected assets for Niagara Plant Group
and R.H. Saunders GS sites was conducted by senior
hydroelectric engineering personnel. This review was
based on technical engineering assessments and
comparative data obtained from the utilities listed above.
Except as noted below, hydroelectric engineering staff has
concluded that there is no evidence to support a change to
the service lives for any of these assets.

The following hydroelectric class has been recommended
for a change in service life:

Asset Class #10205000 Outdoor Structures — This class
includes steel, timber and concrete footings and
foundations, structures erected at powerhouses, control
works, intake  works,  headworks,  gatehouses,
transformation, switching, etc. A review of the assets
within this class indicated that the current life of 75 years
is likely too high.  This has been supported by
benchmarking other utilities where BC Hydro structures’
lives range from 55 to 60 years, Manitoba Hydro’s range
from 55 to 60 years, TransAlta’s are at 70 years and
Saskatchewan Power’s range from 40 to 50 years.
Therefore, it is recommended that a revised service life of
60 years for OPG’s structures is more appropriate than the
current life of 75 years.
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3.1.0 DRC Recommendations

Based on the evidence submitted by hydroelectric
engineering staff concerning the asset classes reviewed,
the DRC recommends the following with respect to the
average asset service lives:

1. The average service life of asset class 10205000
Outdoor Structures should be reduced from 75 to 60
years. The impact of this change is immaterial (i.e.,
approximately $0.1 million annually).

2. There should be no change to the average service lives
for the following asset classes:

10315000 Steel Racks

10400 Turbines and Governors
10405 Turbine Runners

10500000 Windings

10504000 Control & Switchboards
105031 Rev Metering (HV)





APPENDIX A

THE DEPRECIATION REVIEW COMMITTEE

The DRC includes representatives from each operating
business unit, as nominated by the business unit
representatives of the Approval Committee, as well as
representatives having experience in finance, investment
planning and rate regulation.

Representatives on the DRC are listed below.
DRC members

Nathan Reeve - Vice President, Financial Services

Dave Bell — Manager, Corporate Accounting

John Tipold - Senior Financial Analyst, Corporate Accounting
Randy Leavitt - Vice President, Nuclear Finance

Lubna Ladak - Director, Regulatory Finance

Sandra Radcliffe — Manager, Corporate Bus & Inv. Planning
Randy Pugh — Manager, Regulatory Affairs & Corporate
Strategy Accounting

Eleen Louie — Manager, Financial Services

Stephen Rogers — Director, Asset Planning & Integration,
Corp. Bus. & Inv. Planning

Business Unit Representatives:

Hydroelectric
Don Brazier — Director of Finance, Hydro

Mark Del Frari — Senior Advisor, Finance, Hydro

Gord Haines — Manager, Power Equipment, Engineering
lan Munro — Manager, Power Equipment

Pius Ko — Manager, Civil Engineering

Nuclear

Jamie Lawrie — Director, Investment Management, Nuclear
Finance

Terry Karaim — Director of Engineering, PLEP

Terry Doran — Director, Commercial Projects & Facilities,
Nuclear Refurbishment, Projects & Support

Rick Hohendorf — Manager, Computers & Control

Design, Engineering
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APPENDIX B

ONTARIO POWER GENERATION’S FIXED
ASSETS

Ontario Power Generation categorizes its fixed assets as
follows:

e major fixed assets under construction;
e major fixed assets in service; and
e minor fixed assets

Major fixed assets under construction are comprised of
land, buildings, plant, and equipment in the process of
being acquired or constructed. The ultimate economic
benefit of acquiring and constructing these assets is
considered to relate to future periods.

Major fixed assets in-service consist of land, buildings,
plant and equipment that have been declared in-service.

Minor fixed assets are comprised of transport and work
equipment, service equipment, office furniture and
equipment, computers other than those directly supporting
the bulk electricity system and railway equipment. These
assets are accounted for on a more detailed unit basis for
control reasons.

OPG maintains accounting records of the costs of its fixed
assets. Their accumulated depreciation and retirements
provide a history of the assets constructed or acquired by
OPG. Consistent with the other major electrical utilities in
North America, OPG maintains its fixed asset accounting
records on the basis of asset classes.

For depreciation purposes, plant components having
compatible service lives are aggregated into the
standardized asset class accounts established for each of
the following major fixed asset classifications:

e generation facilities

- Nuclear

- Hydroelectric

- Fossil
e communications and system control facilities
e administration and service facilities

Aggregates of the values recorded in the asset classes form
a property record for accounting purposes. A property
record establishes a physical entity such as a generating
station.
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APPENDIX C - NUCLEAR ASSETS REVIEWED IN 2009
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Est. $M
on
Revised Life | Annual
Y/E 2008 Dep for
NBV Prior Revised
Class # Description ($M) Life (Years) Reviews Life
15120000 | Yard Facilities 28 50 No change
15121000 | Electrical Site Sec 40 15 No change
55
15200000 Buildings & Structures 266 50 Yes -0.7
55
15300000 Reactor Vessels 13 40 -0.2
28
15310000 Fuel Channel Assembly 13 25 -0.5
15320000 Calandria Tubing 2 40 28 0.0
15330000 | Reactivity Control 15 40 No change
55
15340000 Process Systems 118 40 Yes -1.5
15351100 | Steam Generators 20 30 No change
15352100 | Shutdown Cooling System Heat Exchangers 9 30 No change
65
15360000 Irradiated Fuel Bays 45 40 -0.2
30
15370000 Tritium Removal Facility 3 40 0.0
55
15400000 Turbine Auxiliary Equipment 62 40 -0.9
15412000 | Turbine Buildings 7 30 No change
55
15420000 Generator Rotors Stators Auxiliary Systems 37 40 -0.4
15430000 | Exciters 30 No change
15433000 | Generator Stator Windings 40 No change
55
15460000 Auxiliary Systems 31 40 Yes -0.3
15500000 | Main Power Output System 13 35 No change
Main Power Output and Instrumentation & No change
15501000 [ Control 3 30
55
15510000 Station Services AC Transformer 13 40 -0.2
55
15530000 Building Electrical Services 6 40 -0.1
55
15540000 Electrical Auxiliary System 34 40 -0.5
55
15550000 Reactor Building Cabling 9 40 Yes -0.1
55
15560000 AC Standby Power 97 40 -0.2
15600000 | Instrumentation and Control 95 30 Yes No change
15701000 | Water and Fire Protection 75 25 Yes No change
55
15700000 Circulating Water 10 40 -0.1
15710000 | Water Treatment Plant 4 20 No change
15720000 Common Service Systems 64 35 Yes
15341100 | Pickering Moderator Heat Exchangers*** 34 25 No change
Totals 1,173 -5.9
Notes:

- All items and $M values represent Darlington and Pickering B assets only, except as noted with***
- Prior reviews indicates that assets were reviewed since 2006





APPENDIX D — REGULATED HYDROELECTRIC ASSETS REVIEWED IN 2009
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Revised Est. $M
Life on
Annual
Dep for
Y/E 2008 Prior Revised
Class # Description NBV ($M) Life (Years) Reviews Life
60
10205000 Outdoor Structures 8 75 0.1
10315000 | Steel Racks 2 40 No change
No change
10400000 Turbines & Governors 115 75
10405000 | Turbine Runners 54 40 No change
10500000 | Windings 46 40 No change
10504000 | Control & Switchboards 17 25 ves | Nochange
10503100 | Rev Metering (HV) 5 30 No change
Totals 247 0.1

Notes:

- All items and $M values represent Regulated Hydroelectric assets
- Prior reviews indicates that assets were reviewed since 2006
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APPENDIX E

LISTING OF NUCLEAR ASSET CLASSES REVIEWED BY YEAR

$Million NBV as at January 1, 2009
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Asset Class # Description 2006 2007 2008 2009 Total
(Note 1) (Note 2)
15120000 Yard Facilities 28 28
15121000 Electrical Site Sec 40 40
15200000 Buildings & Structures 391 391
15300000 Reactor Vessels 13 13
15310000 Fuel Channel Assembly 13 13
15320000 Calandria Tubing 2 2
15330000 Reactivity Control 15 15
15340000 Process Systems 338 338
15351100 Steam Generators 20 20
Shutdown Cooling System Heat
15352100 Exchangers 9 9
15360000 Irradiated Fuel Bays 45 45
15370000 Tritium Removal Facility 3 3
15400000 Turbine Auxiliary Equipment 62 62
15412000 Turbine Buildings 7 7
Generator Rotors Stators
15420000 Auxiliary Systems 37 37
15430000 Exciters 3 3
15433000 Generator Stator Windings 4 4
15460000 Auxiliary Systems 59 59
15500000 Main Power Output System 13 13
Main Power Output and
15501000 Instrumentation & Control 3 3
15510000 Station Services AC Transformer 13 13
15530000 Building Electrical Services 6 6
15540000 Electrical Auxiliary System 34 34
15550000 Reactor Building Cabling 61 61
15560000 AC Standby Power 97 97
15600000 Instrumentation and Control 302 302
15701000 Water and Fire Protection 183 183
15720000 Common Service Systems 112 112
Pickering Moderator Heat
15341100 Exchangers 34 34
Total 1,031 0 415 501 1,947

Note 1

There were no specific nuclear asset classes reviewed in 2007 as the focus of the DRC was primarily on station end of life dates.

Note 2

The asset class review for 2009 focused primarily on Darlington and Pickering B assets.

Note 3

Certain asset classes have been reviewed in more than one year, but are only included above in the year that they were first reviewed.

***Represents DRC review coverage of approximately 74% of total nuclear assets
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APPENDIX F

$Million NBV as at January 1, 2009
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LISTING OF REGULATED HYDROELECTRIC ASSET CLASSES REVIEWED BY YEAR

Asset Class # Description 2006 2007 2008 2009 Total
10100000 Land 22 22
10101000 Excavating, Dredging 1,272 1,272
10200000 Substructures and Superstructures 819 819
10205000 Outdoor Structures 8 8
10210000 Service and Equipment Buildings 53 53
10300000 Canal Linings 63 63

Tunnel Linings and Permanent
10301000 Shafts 234 234
10302000 Spillways, Sluices, Flumes 10 10

Surgetank, Pipeline, Conduit,
10306000 Penstock 90 90

10311000
Dams — Earth and Rockfill 74 74
10312000

Dams - Concrete 352 352

Gates, Stoplogs and Operating
10318000 Mechanisms 156 156
10400000 Turbines & Governors 115 115
10405000 Turbine Runners 54 54
10500000 Windings 46 46
10501000 Main Rotor Electrical Plate 117 117
10502000 Switching and Power Cable 47 47
10503000 High Voltage Switching 5 5
10503100 Rev Metering (HV) 5 5
10504000 Control Boards and Switchboards 17 17
10505000 Station Service Electrical Equipment 22 22

Main Power and Station Service
10510000 Transformers 82 82

Mechanical Equipment — Cranes
10601000 and Followers 21 21
10700000 Auxiliary Systems 69 69
10709000 Bridges 56 56
Totals 1,578 1,698 305 228 3.809

Note 1

Certain asset classes have been reviewed in more than one year, but are only included above in the year that they were first reviewed.

***Total coverage represents approximately 100% of total Regulated Hydro’s assets, as all asset classes have been reviewed by the DRC.
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Table 1
Depreciation and Amortization - Regulated Hydroelectric ($M)
Line 2007 2008 2009 2010 2011 2012
No. Cost Item Actual Actual Actual Budget Plan Plan
(a) (b) (©) (d) (e) ()
1 ([Niagara Plant Group 41.9 41.7 41.8 41.9 42.2 42.6
2 |Saunders GS 20.8 21.0 21.1 21.0 21.0 21.2
3 |othert 5.8 1.2 4.2 1.1 2.5 1.2
4 |Total 68.5 63.9 67.1 63.9 65.6 65.0
Notes:
1 Includes losses on retirements, gains on sales, asset removal costs and other related charges.






Numbers may not add due to rounding.

Filed: 2010-05-26
EB-2010-0008

Exhibit F4
Tab 1
Schedule 1
Table 2
Table 2
Depreciation and Amortization - Nuclear ($M)
Line 2007 2008 2009 2010 2011 2012
No. Cost Item Actual Actual Actual Budget Plan Plan
() (b) (©) (d) (e) ®
1 |Darlington NGS 114.5 101.3 113.5 56.3 62.8 75.5
2 |Pickering NGS 141.0 155.9 160.7 110.8 118.9 119.3
3 |Nuclear Support Divisions 23.8 259 27.3 29.7 39.3 48.1
4 |[IM&CS 9.6 10.3 115 11.7 13.5 12.7
5 |waste Management Variable Expenses? 1.6 1.7 3.5 11 0.8 0.8
6 |Other? 10.2 5.9 3.3 0.0 0.0 0.0
7 |Total 300.7 301.0 319.8 209.6 235.4 256.4
Notes:
1 2008 Actual, 2009 Actual, 2010 Budget, 2011 Plan and 2012 Plan from Ex. C2-T1-S2 Table 1, line 5.
2 Includes losses on retirements, gains on sales, asset removal costs and other related charges.
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COMPARISON OF DEPRECIATION AND AMORTIZATION

1.0 PURPOSE
This exhibit describes the period-over-period changes in the depreciation and amortization

expense for the regulated hydroelectric and nuclear facilities.

2.0 OVERVIEW

This exhibit supports the approval sought for the depreciation and amortization expense
included in the proposed revenue requirement. Ex. F4-T1-S2 Tables 1 and 2 provide the
details on period-over-period changes for the regulated hydroelectric and nuclear facilities

respectively, for the historic, bridge and test periods.

OPG'’s regulated hydroelectric depreciation and amortization expense was stable over 2008 -
2009 and is expected to remain stable throughout the bridge and test periods. As a result,
comparisons are only provided for regulated hydroelectric depreciation and amortization

expense for 2007 comparisons.

3.0 PERIOD-OVER-PERIOD CHANGES - TEST PERIOD, REGULATED
HYDROELECTRIC

No significant variance.

4.0 PERIOD-OVER-PERIOD CHANGES - BRIDGE YEAR, REGULATED
HYDROELECTRIC

No significant variance.

5.0 PERIOD-OVER-PERIOD CHANGES - HISTORIC PERIOD, REGULATED
HYDROELECTRIC
2008 Actual versus 2007 Actual

The actual regulated hydroelectric depreciation and amortization expense was lower in 2008

than 2007 by $4.6M primarily due to higher removal costs in 2007 related to removal of the

old accelerator wall as part of the Niagara Tunnel project. Removal costs were charged to
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depreciation and amortization expense in accordance with OPG’s policy, as described in EX.
F4-T1-S1, section 3.0.

2007 Actual versus 2007 Budget

Actual regulated hydroelectric depreciation and amortization expense for 2007 was higher

than the amount budgeted by $6.2M. This difference is primarily due to removal costs of
approximately $4.6M charged to depreciation and amortization relating mainly to the removal

of the old accelerator wall as part of the Niagara Tunnel project.

6.0 PERIOD-OVER-PERIOD CHANGES — TEST PERIOD, NUCLEAR
2012 Plan versus 2011 Plan

Depreciation and amortization expense for 2012 is expected to be $21.1M higher than in

2011. This increase is primarily due to in-service additions in 2012 of approximately $90M at
Darlington and the full-year impact of in-service additions related to the Nuclear Support
Divisions expected during 2011. The main Darlington in-service additions in 2012 relate to
the following projects (see Ex. D2-T1-S2): Improvement of Maintenance Facilities, Auxiliary

Heating System, and the Fuel Handling Power Track Improvement.

2011 Plan versus 2010 Budget

Depreciation and amortization expense for 2011 is expected to be $25.8M higher than in

2010. This increase is primarily due to in-service additions of approximately $68M related to
the Nuclear Support Divisions and $33M related to Darlington and the full-year impact of in-
service additions related to Pickering expected during 2010. The main in-service additions in
2011 relate to the following projects (see Ex. D2-T1-S2): the Feeder Repair by Weld Overlay
and the Upper Feeder Cabinet Inspection Robot projects related to the Nuclear Support
Divisions; and the Chiller Replacement project to Reduce CFC Emissions, the Security

Hardening project and the Fuel Handling Power Track Improvement project at Darlington.
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7.0 PERIOD-OVER-PERIOD CHANGES — BRIDGE YEAR, NUCLEAR
2010 Budget versus 2009 Actual

Depreciation and amortization expense for 2010 is forecast to be $110.2M lower than in

2009. This decrease is primarily due to the extension of the end-of-life date, for depreciation
purposes, of Darlington, effective January 1, 2010 (see Ex. F4-T1-S1) and the decrease in
Pickering A and Pickering B asset retirement costs (“ARC") effective January 1, 2010 (see
Ex. F4-T1-S1 and Ex. C2-T1-S2). These two factors are expected to contribute
approximately $78M and $57M respectively to the decrease in depreciation and amortization
expense. The impact of these factors is expected to be partially offset by higher depreciation
expense of approximately $20M associated with the increase in Darlington ARC effective
January 1, 2010 (see Ex. F4-T1-S1 and Ex. C2-T1-S2), in-service additions of approximately
$66M related to Pickering expected during 2010, and the full-year impact of actual in-service
additions related to Darlington in 2009. The main in-service additions in 2010 relate to the
following projects (see Ex. D2-T1-S2): P2/P3 Isolation Project at Pickering A, Inter Station
Transfer Bus permanent modification project, Cabling Permanent Modification at Pickering A,
Reactor Structures — Calandria Vault Inspection at Pickering A, Emergency Power Generator
Control Upgrade at Pickering B, and Channel Isolation and Draining Tool for Feeder

Replacement at Pickering A.

8.0 PERIOD-OVER-PERIOD CHANGES — HISTORIC PERIOD, NUCLEAR
2009 Actual versus 2009 Budget

Depreciation and amortization expense was largely on budget in 2009.

2009 Actual versus 2008 Actual

Depreciation and amortization in 2009 is higher than in 2008 due primarily to the Darlington

Used Fuel Dry Storage in-service addition in the latter half of 2008 which increased the base

for 2009 depreciation.

2008 Actual versus 2008 Budget

Depreciation and amortization expense was largely on budget in 2008.
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2008 Actual versus 2007 Actual

Depreciation and amortization expense was stable in 2008 as compared to 2007, with two

largely offsetting factors. First, the extension of the estimated service life for depreciation
purposes of Darlington to December 31, 2019 from the previous estimated end-of-service life
date of December 31, 2017, which became effective January 1, 2008 reduced the expense.
This decrease was largely offset by the full-year impact of the 2007 in-service additions of
approximately $100M related to a portion of the Auxiliary Power System project at Pickering
B.

2007 Actual versus 2007 Budget

Nuclear depreciation was largely on budget in 2007.
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Table 1
Comparison of Depreciation and Amortization - Regulated Hydroelectric ($M)
Line 2007 (c)-(a) 2007 (e)-(c) 2008 (e)-(g) 2008
No. Group Budget Change Actual Change Actual Change Budget
(@) (b) (c) (d) (e) ® @)
1 |Niagara Plant Group 41.5 0.4 41.9 (0.2) 41.7 (0.2) 41.9
2 |[Saunders GS 20.8 (0.0) 20.8 0.2 21.0 0.1 20.9
3 |othert 0.0 5.8 5.8 (4.6) 1.2 1.2 0.0
4 |Total 62.3 6.2 68.5 (4.6) 63.9 1.2 62.7
Line 2008 (c)-(a) 2009 (c)-(e) 2009
No. Group Actual Change Actual Change Budget
(@ (b) (c) (d) (e)
5 |[Niagara Plant Group 41.7 0.1 41.8 (0.5) 42.3
6 |[Saunders GS 21.0 0.1 21.1 0.1 21.0
7 |othert 1.2 3.0 4.2 4.2 0.0
8 |[Total 63.9 3.2 67.1 3.9 63.2
Line 2009 (c)-(a) 2010 (e)-(c) 2011 (9)-(e) 2012
No. Group Actual Change Budget Change Plan Change Plan
(@) (b) (c) (d) (e) ® @)
9 [Niagara Plant Group 41.8 0.1 41.9 0.3 42.2 0.4 42.6
10 |Saunders GS 21.1 (0.1) 21.0 (0.0) 21.0 0.2 21.2
11 |other" 4.2 (3.2) 1.1 1.4 2.5 (1.3) 1.2
12 |Total 67.1 (3.2) 63.9 1.7 65.6 0.7) 65.0
Notes:

1 Includes losses on retirements, gains on sales, asset removal costs and other related charges.






Numbers may not add due to rounding.
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Table 2
Comparison of Depreciation and Amortization - Nuclear ($M)
Line 2007 (©)-(a) 2007 (e)-(c) 2008 (e)-(9) 2008
No. Group Budget | Change Actual Change Actual Change | Budget
(@) (b) (©) (d) (e) ® @
1 |Darlington NGS 109.1 5.4 1145 (13.2) 101.3 2.7 98.6
2 |Pickering NGS 138.7 2.3 141.0 14.9 155.9 0.7) 156.6
3 |Nuclear Support Divisions 24.4 (0.6) 23.8 2.1 259 18 24.1
4 [IM&CS 12.3 (2.7) 9.6 0.7 10.3 0.5 9.8
5 |Waste Management Variable Expenses* 3.6 (2.0) 1.6 0.1 1.7 (0.0 1.7
6 |Other? 5.4 4.8 10.2 (4.3) 5.9 2.3 3.6
7 |Total 2935 7.2 300.7 0.3 301.0 6.6 294.4
Line 2008 (©)-(a) 2009 (©)-(e) 2009
No. Group Actual Change Actual Change | Budget
(@ (b) (c) (d) (e)
8 |Darlington NGS 101.3 12.2 1135 7.2 106.3
9 |Pickering NGS 155.9 4.8 160.7 (1.8) 162.5
10 |Nuclear Support Divisions 25.9 14 27.3 2.7) 30.0
11 |IM&CS 10.3 1.2 11.5 0.7 10.8
12 |Waste Management Variable Expenses® 17 1.8 3.5 1.7 1.8
13 |Other? 5.9 (2.6) 3.3 1.7) 5.0
14 |Total 301.0 18.8 319.8 34 316.4
Line 2009 (c)-(a) 2010 (e)-(c) 2011 (9)-(e) 2012
No. Group Actual Change | Budget | Change Plan Change Plan
(@) (b) () (d) (e) ® ()]
15 |Darlington NGS 113.5 (57.2) 56.3 6.5 62.8 12.7 75.5
16 |Pickering NGS 160.7 (49.9) 110.8 8.0 118.9 0.4 119.3
17 |Nuclear Support Divisions 27.3 2.4 29.7 9.7 39.3 8.7 48.1
18 |IM&CS 11.5 0.2 11.7 1.8 13.5 (0.8) 12.7
19 |waste Management Variable Expenses® 3.5 (2.5) 11 (0.2) 0.8 (0.0 0.8
20 |other? 3.3 (3.3) 0.0 0.0 0.0 0.0 0.0
21 |(Total 319.8 (110.2) 209.6 25.8 235.4 21.1 256.4
Notes:
1 2008 Actual, 2009 Actual, 2010 Budget, 2011 Plan and 2012 Plan from Ex. C2-T1-S2 Table 1, line 5.
2 Includes losses on retirements, gains on sales, asset removal costs and other related charges.
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Ernst & Young Tower

222 Bay Street, P.O. Box 251
Toronto, Ontario M5K 1J7
Tel: 416 864 1234

Fax: 416 864 1174
ey.com/ca
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5 April 2010

Ontario Power Generation ("OPG") retained Ernst & Young to perform and report on specified
procedures relating to schedules prepared for the years 2005, 2006 and 2007 to reconcile tax
return information to the regulatory tax expense for OPG's prescribed facilities. The reports
on specified procedures for 2005, 2006, and 2007 are provided in Attachments A, B, and C,
respectively.

Background

This engagement arose from the findings of the Ontario Energy Board ("OEB") in EB-2007-0905
(Decision with Reasons, 3 November 2008, "Decision") regarding OPG's "regulatory tax losses".
In that decision, the OEB stated "The Board also expects OPG to file an analysis of its prior period
tax returns that identifies all items (income inclusions, deductions, losses) in those returns that
should be taken into account in the tax provision for the prescribed facilities" (Page 171).

n response to this direction of the OEB, OPG prepared evidence schedules Ex. F4-T2-SI Tables
10, 11 and 12 as part of the pre-filed evidence for its application for 2011-2012 payment
amounts, EB-2010-0008. These tables begin with amounts in the Ontario Power Generation Inc.
legal entity tax returns for the applicable year and present a series of adjustments to determine
the regulatory tax expense for that year.

OPG is including its tax returns for 2005, 2006 and 2007 in its pre-filed evidence as Ex. F4-T2-S1
Attachment 3.

The evidence tables and tax returns are the primary source documents for the specified
procedures performed by Ernst & Young. Other source documents include OPG's audited
consolidated financial statements, OPG's general ledger accounts (referred to as "SAP Accounts"
in the specified procedures reports) and certain internal reports and management prepared
schedules and work sheets.
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Methodology

A specified procedures engagement is not an audit but an engagement in which Ernst &
Young applies independent procedures to financial data as set out in section 9100 of
the Canadian Institute of Chartered Accounts Handbook.

To conduct the specified procedures, OPG and Ernst & Young first agree upon the
procedures to be performed. These procedures are a very detailed description of the
exact steps the public accounting firm will use to create the report. The procedures are
detailed enough to allow any other party to obtain the same results as Ernst & Young
given the same source documents.

For each of 2005, 2006 and 2007 the procedures are applied and a separate report is produced.
For each value in Ex. F4-T2-S1 Tables 10, 11 and 12 there is a specific procedure that ties the
value in the table to the underlying source document. For ease of reference, Ernst & Young has
reproduced Ex. F4-T2-S1 Tables 10, 11 and 12 in its reports and labeled each value on the table
with the number of the procedure from the report that has been applied to tie the table value to
the underlying source documentation.

The report does not result in an audit opinion or negative assurance regarding the data in Ex.
F4-T2-S1 Tables 10, 11 and 12. Instead the report provides a detailed account of the exact
procedures Ernst & Young performed and the specific results of those procedures.

Each of the reports for 2005, 2006 and 2007 include the following:
e The report itself which is a short, standard-form document which sets out any

exceptions found as a result of applying the specified procedures. In this
engagement, Ernst & Young found no exceptions.

e Schedule A to the report which is the relevant Ex. F4-T2-S1 evidence table with
each value numbered with the corresponding specified procedure.

e Schedule B to the report which provides the full set of specified procedures for
all of the values in the evidence table and the results of applying the procedure.

Results

By applying the specified procedures, Ernst and Young found no exceptions. As a result,
Ernst & Young have confirmed that the values in Ex. F4-T2-S1 Tables 10, 11 and 12 have
been agreed to source documents including tax returns filed by OPG, audited financial
statements and supporting general ledger accounts, or other reports and schedules by
applying the procedures as set out in the specified procedures report.

Sincerely,

éhm’: *?ﬂmg LLp

Chartered Accountants
Liccnﬂ CI:I Publiﬂ J‘\CCGUHIHI] s A member firm of Ernst & Young Global Limited





To: Ontario Power Generation Inc.

As specifically agreed, we have performed the accompanying procedures in connection with
Ontario Power Generation Inc.'s (“OPG Inc.” or the “Company") report on the Reconciliation
of Tax Return to Regulatory Tax Expense (Schedule A) for the year ended December 31,
2005 as outlined in the attached list of procedures (Schedule B).

As a result of applying the accompanying procedures in Schedule B, we found no exceptions.
However, these procedures do not constitute an audit of the Company’s Reconciliation of Tax
Return to Regulatory Tax Expense, and therefore we express no opinion on the financial

information.

This report is for use solely in connection with OPG Inc.’s filing with the Ontario Energy Board.

M ?‘%maa LLp

Toronto, Canada, LFl‘aj'tctcd Acclnunt‘ﬂma 1
April 7, 2010. Licensed Public Accountants

i” ERNST & YOUNG A member firm of Ernst & Young Global Limited





Schedule A

Reconciliation of Tax Return to Regulatory Tax Expense
Year Ending December 31, 2005

2005 Tax Return Adjustments
1 2 3 4 5 6 7 8
Line . OPG Other Revised
No. Particulars Parent Subs Total UnReg Regulated Bruce Adj Regulatory
Determination of Taxable Income
1 |Earnings Before Tax 1 703.1 2 (144.8) 3 558.3 4 (279.4) 5 278.9 6 (109.1) 7 (172.9) 8 (3.1)
Adj negative earnings to $0 9 3.1 10 3.1
703.1 (144.8) 558.3 (279.4) 278.9 (109.1) (169.8) 0.0
Additions for Tax Purposes:
2 Depreciation 11 447.3 12 286.2 13 733.5 14 (3124)] 15 421.1 16 (99.8) 17 (0.1) 18 321.2
3 Nuclear Waste Manag 1t Exp 19 500.6 20 500.6 21 500.6 22 (14.0) 23 (466.6) 24 20.0
4 Receipts from Nuclear Segregated Funds 25 22.6 26 226 27 226 28 (11.0) 29 0.4 30 12.0
5 Pension and OPEB/SPP Accrual 31 296.7 32 296.7 33 (62.9)] 34 233.8 35 0.2 36 234.0
6 One-Time Adjustment: P2P3 Inventory Write-offs - - - 37 49.0 38 49.0
7 One-Time Adjustment: P2P3 CIP Write-offs - 39 38.0 40 38.0
8 Regulatory Asset Amortization - PARTS Deferred Costs - a1 4.0 42 4.0
9 Regulatory Asset Amortization - Nucl Development R R R
Deferral & Capacitv Refurbishment Variance
10 Regulatory Asset Amortization - Nucl Liability Deferral - - -
1 First Nations Past Grievances Provision - - -
12 Adjustment Related to Duplicate Interest Deduction - 43 (13.4) 44 45.0 45 31.6
13 Lennox impairment 46 202.0 47 202.0 48 (202.0) - - -
14 | Other 49 157.9 50 29.2 51 187.1 52| (134.7)] 53 524| 54 (2.0) 55 (4.4) 56 46.0
15 |Total Additions 1,627.1 315.4 1,942.5 (712.0) 1,230.5 (140.2) (334.5) 755.8
Deductions for Tax Purposes:
16 CCA 57 408.4 58 148.3 59 556.7 60 (209.1)] 61 347.6 62 (46.4) 63 31 64 304.5
17 Cash Expenditures for Nuclear Waste & Decommissioning 65 84.1 66 84.1 - 67 84.1 68 (31.0) 69 (0.1) 70 53.0
18 Contributions to Nuclear Segregated Funds and Earnings 7 835.0 72 835.0 73 835.0 74 (212.0) 75 (381.0) 76 242.0
19 Pension Plan Contributions 77 254.0 78 254.0 79 (56.0)] 80 198.0 - 81 (0.1) 82 197.9
20 OPEB/SPP Payments 83 50.4 84 50.4 85 (12.6)] 86 37.8 - 87 0.2 88 38.0
21 Regulatory Asset Deduction - PARTS Deferred Costs 89 254.0 90 254.0 91 254.0 92 (250.0) 93 4.0
22 Regulatory Asset Deduction - Nucl Development _ R R R R R
Deferral & Capacitv Refurbishment Variance
23 Regulatory Asset Deduction - Nucl Liability Deferral - - - - - -
24 Construction In Progress Interest C lized 94 12.8 95 21.1 96 33.9 97 (4.3)] 98 29.6 - 99 (29.6) -
25 | Other 100 121.7 101 23 102 124.0 103 (103.9)] 104 20.1| 105 (13.7)] 106 26)] 107 3.8
26 |Total Deductions 2,020.4 171.7 2,192.1 (385.9) 1,806.2 (303.1) (659.9) 843.2
27 |Net Income/(Loss) for income tax purposes 309.8 (1.1) 308.7 (605.5) (296.8) 53.8 155.6 (87.4)
Deduct:
28 |Charitable Donations 19.6 - 19.6 (19.6) - - -
29 |Non-capital losses of previous tax years 289.7 - 289.7 (289.7) - - -
30 [Taxable Income 05 (1.1) (0.6) (297.7) (296.8) 53.8 155.6 (87.4)
Tax Loss Carryforward Balances
31 |Opening Balance -
32 Income/(loss) for the Year (87.4)
33 |Closing Balance (87.4)
34 Allocation to Q1 2005 21.9
35 ]Adjusted Closing Balance (65.5)






SCHEDULE B

For purposes of this report, we have performed the following procedures, which were
applied to the items on the Year 2005 Reconciliation of Tax Return to Regulatory Tax
Expense schedule (Schedule A). The procedures and findings described below apply to
such items on the Year 2005 Reconciliation of Tax Return to Requlatory Tax Expense
schedule as indicated by the bolded number assigned to each item. In all cases where we
noted agreement of amounts to financial statements, such agreement is after rounding
and/or truncating as deemed appropriate by the Company. In those instances where our
procedures consisted of comparing an amount to a management prepared schedule, we
have not further compared the amounts on the schedule to the Company's books of
account unless otherwise noted.

Determination of Taxable Income

Earnings Before Tax

1. Recalculated the amount of $703.1 million as the total of items a through d below and

found it to be arithmetically correct:

a.

$279.8 million which was compared to the item described as ‘Net income after taxes
and extraordinary items per financial statements’ as per Schedule 1 of the 2005 OPG
Inc. income tax return (“tax return”) and found to be in agreement;

$75.0 million which was compared to Schedule 1, line 101 of the 2005 OPG Inc. tax
return and found to be in agreement;

$53.0 million which was compared to Schedule 1, line 102 of the 2005 OPG Inc. tax
return and found to be in agreement;

$295.3 million which was compared to the item described as “Extraordinary Item —
FITA/FITL reversal’ as per the ‘Miscellaneous Additions’ schedule supporting
Schedule 1, line 292 of the 2005 OPG Inc. tax return and found to be in agreement.

2. Recalculated the amount of $144.8 million as the difference between the balance of

procedures #3 and #1 and found it to be arithmetically correct.
3. Compared the amount of $558.3 million to the balance of the ‘Income (loss) before income

taxes and extraordinary item’ line of the consolidated statement of income of the 2005

audited consolidated financial statements of OPG Inc. and found it to be in agreement.

4. Recalculated the amount of $279.4 million as the difference between the balance of

procedures #3 and #5 and found it to be arithmetically correct.
5. Recalculated the amount of $278.9 million as the total of items a through f below and found

it to be arithmetically correct:

a.

$15.8 million which was compared to the 2005 disclosure in note 3 of the 2006
audited consolidated financial statements of OPG Inc. and found to be in agreement.
(510.0) million which was compared to the ‘ Regulated Nuclear (Loss) income before
interest, income taxes and extraordinary item’ as per note 19 of the 2005 audited
consolidated financial statements of OPG Inc. and found to be in agreement;





10.

11.

c. $375.0 million which was compared to the ‘Regulated Hydroelectric (Loss) income
before interest, income taxes and extraordinary item’ as per note 19 of the 2005
audited consolidated financial statements of OPG Inc. and found to be in agreement;
less

d. $14.8 million which was compared to the item described as ‘Nuclear DNG&PNG Total
Interest Expense’ as per the management prepared schedule entitled ‘Allocation of
Financing Charges for the twelve months ended December 31, 2005’and found to be
in agreement; less

e. $13.6 million which was compared to the item described as ‘Bruce Total Interest
Expense’ as per the management prepared schedule entitled ‘Allocation of Financing
Charges for the twelve months ended December 31, 2005’ and found to be in
agreement; less

f.  $73.5 million which was compared to the item described as ‘Hyel Regulated Total
Interest Expense’ as per the management prepared schedule entitled ‘Allocation of
Financing Charges for the twelve months ended December 31, 2005’ and found to be
in agreement.

Recalculated the amount of $109.1 as the total of items a and b below and found it to be
arithmetically correct:

a. $124.7 million which was compared to the item described as ‘Bruce Regulated EBT’ as
per the management prepared schedule entitled ‘Schedule Allocating Regulatory EBT
to Prescribed Facilities Excluding Bruce’ and found to be in agreement; less

b. $15.6 million which was compared to the 2005 disclosure in note 3 of the 2006
audited consolidated financial statements of OPG Inc. and found to be in agreement.

Compared the amount of $172.9 million to the item described as ‘Other’ as per the
management prepared schedule entitled ‘Schedule Allocating Regulatory EBT to Prescribed
Facilities Excluding Bruce’ and found it to be in agreement.

Recalculated the amount of $3.1 million as the sum of the balance of procedures #5, #6 and
#7, as represented in Schedule A, and found the sum to be arithmetically correct.

Compared the amount of $3.1 million to the item described as ‘Regulatory Losses’ as per the
management prepared schedule entitled ‘Regulatory Losses borne by OPG Shareholder’ and
found it to be in agreement.

Compared the amount of $3.1 million to the balance of procedure #9 and found it to be in
agreement.

Recalculated the amount of $447.3 million as the total of items a through f below and found
it to be arithmetically correct:

a. $752.6 million which was compared to the balance of the ‘Depreciation and
Amortization’ line of the 2005 consolidated statement of income of OPG Inc. audited
consolidated financial statements and found to be in agreement; less

b. $286.2 million which was compared to the balance of procedure #12 and found to be
in agreement; less

c. $3.3 million which was compared to the balance of SAP Account #74153 and found to
be in agreement; less





12,

13.

14.

15.

16.

d. $5.4 million which was compared to the balance of SAP Account #64003 and #64004
and found to be in agreement; less

e. $10.0 million which was compared to 50% of the be balance of the item described as
‘Depreciation — Plant’ as per the 2005 unaudited financial statements of Brighton
Beach Power and found to be in agreement; less

f.  $0.4 million which was compared to 50% of the balance of the item described as
‘Depreciation’ as per the 2005 unaudited financial statements of Huron Wind and
found to be in agreement.

Recalculated the amount of $286.2 million as the sum of items a through e below and found
it to be arithmetically correct:

a. $9.6 million which was compared to Schedule 1, line 104 of the 2005 OPG Inc. tax
return and found the amount to be in agreement;

b. $75.5 million which was compared to the item described as ‘Depreciation and
Amortization’ as per the 2005 unaudited financial statements of Huron B and found to
be in agreement;

c. $6.2 million which was compared to the item described as ‘Depreciation and
Amortization’ as per the 2005 unaudited financial statements of Huron Common
Facilities Inc. and found to be in agreement;

d. $109.1 million which was compared to the item described as ‘Depreciation and
Amortization’ as per the 2005 unaudited financial statements of Pickering Inc. and
found to be in agreement;

e. $85.8 million which was compared to the item described as ‘Depreciation and
Amortization’ as per the 2005 unaudited financial statements of Darlington Inc. and
found to be in agreement.

Recalculated the amount of $733.5 million as the sum of the balance of procedures #11 and
#12 and found the sum to be arithmetically correct.

Recalculated the amount of $312.4 million as the total of items a through d below and
found it to be arithmetically correct:

a. $326.1 million which was compared to the balance described as ‘Total Unregulated
Depreciation/amortization ‘ as per the management prepared schedule entitled ‘2005
Tax Return Details’ and found to be in agreement; less

b. $3.3 million which was compared to the balance of procedure #11 c and found to be
in agreement; less

c.  $10.0 million which was compared to the balance of procedure #11 e and found to be
in agreement; less

d. $0.4 million which was compared to the balance of procedure #11 f and found to be
in agreement.

Recalculated the amount of $421.1 million as the difference between the balance of
procedures #13 and #14 and found it to be arithmetically correct.

Compared the amount of $99.8 million to the item described as ‘2005 Depreciation’ as per
the management prepared schedule entitled ‘Bruce Lease Segment Income for the year
ending December 31 (Unaudited)’ and found it to be in agreement.





17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

Recalculated the amount of $0.1 million as the the amount required to adjust the balance in
procedure #18 to the amount of $321.2 million and found the calculation to be
arithmetically correct.
Recalculated the amount of $321.2 million as the sum of the balance in procedures #15, #16
and #17, as represented in Schedule A, and found it to be arithmetically correct.
Recalculated the amount of $500.6 million as the sum of items a and b below and found the
amount to be arithmetically correct:
a. $33.6 million which was compared to the balance of SAP Accounts #64001-#64004
and found the amount to be in agreement
b. $467.0 million which was compared to the balance of SAP Accounts #64102-#64106,
and found to be in agreement
Compared the amount of $500.6 million to the balance of procedure #19 and found it to be
in agreement.
Compared the amount of $500.6 million to the balance in procedure #19 and found it to be
in agreement.
Compared the amount of $14.0 million to the item described as ‘2005 Operations,
Management and Administration’ as per the management prepared schedule entitled
‘Bruce Lease Segment Income for the year ending December 31 (Unaudited)’ and found it to
be in agreement.
Compared the amount of $466.6 million to the sum of items a and b below and found it to
be arithmetically correct:
a. $467.0 million which was compared to the balance of procedure #19 b and found it to
be in agreement;
b. (50.4) million was calculated as the the amount required to adjust the balance in
procedure #24 to a whole number and found it to be arithmetically correct.
Recalculated the amount of $20.0 million as the sum of the balance in procedures #21, #22
and #23, as represented in Schedule A, and found it to be arithmetically correct.
Compared the amount of $22.6 million to the balance of ‘Reimbursement of expenditures
on nuclear fixed asset removal and nuclear waste management’ line of the consolidated
statement of cash flows of the 2005 audited consolidated financial statements of OPG Inc.
and found it to be in agreement.
Compared the amount of $22.6 million to the balance of procedure #25 and found the
amount to be in agreement.
Compared the amount of $22.6 million to the balance of procedure #25 and found the
amount to be in agreement.
Compared the amount of $11.0 million to the item described as ‘2005 Bruce Nuclear
Generator ONFA Funded’ as per the management prepared schedule entitled ‘Internal &
External Funding for Nuclear ARO’ and found it to be in agreement.
Recalculated the amount of $0.4 million as the amount required to adjust the balance in
procedure #30 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $12.0 million as the sum of the balance in procedures #27, #28
and #29, as represented in Schedule A, and found the sum to be arithmetically correct.





31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42,

Recalculated the amount of $296.7 million as the sum of items a and b below and found it to
be arithmetically correct:

a. $115.5 million which was compared to the balance of the ‘Pension Accrual’ line of the
consolidated statement of cash flows of the 2005 audited consolidated financial
statements of OPG Inc. and found to be in agreement;

b. $181.2 million compared to the balance of the ‘Other post employment benefits and
supplementary pension plans’ line of the consolidated statement of cash flows of the
2005 audited consolidated financial statements of OPG Inc. and found to be in
agreement.

Compared the amount of $296.7 million to the balance of procedure #31 and found the
amount to be in agreement.

Recalculated the amount of $62.9 million as the sum of items a through c below and found
it to be arithmetically correct:

a. $23.0 million which was compared to the item described as ‘OPG Parent Unregulated
Pension expense accrual’ as per the management prepared schedule entitled ‘2005
Tax Provision Worksheet Final’ and found to be in agreement;

b. $38.9 million which was compared to the item described as ‘Costs Incurred (accrual)’
as per the management prepared schedule entitled ‘Other Post Employment Benefits
(OPEB)’ schedule prepared by management and found to be in agreement;

c. $1.0 million which was compared to the item described as ‘Rounding’ as per the
management prepared schedule entitled ‘Other Post Employment Benefits (OPEB)’
schedule prepared by management and found to be in agreement.

Recalculated the amount of $233.8 as the difference between the balance of

procedures #32 and #33 and found the amount to be arithmetically correct.

Recalculated the amount of $0.2 million as the amount required to adjust the balance in
procedure #36 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $234.0 million as the sum of the balance of procedures #34 and
#35, as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $49.0 million to the item described as ‘P2/P3 Inventory
Adjustment’ as per the management prepared schedule entitled ‘One Time Adjustments —
P2/P3 Inventory Write-Offs’ and found it to be in agreement.

Compared the amount of $49.0 million to the balance in procedure #37 and found the
amount to be in agreement.

Compared the amount of $38.0 million to the item described as ‘P2/P3 CIP Write-offs’ as per
the management prepared schedule entitled ‘One Time Adjustments — P2/P3 CIP Write Offs’
and found it to be in agreement.

Compared the amount of $38.0 million to the balance in procedure #39 and found the
amount to be in agreement.

Compared the amount of $4.0 million to the dollar value of SAP Account #62060 and found
it to be in agreement.

Compared the amount of $4.0 million to the balance in procedure #41 and found it to be in
agreement.





43,

44,

45,

46.

47.

48.

49.

Compared the amount of $13.4 million to the management prepared schedule entitled

‘Calculation of Deemed Interest Adjustment Bruce Only’ and found it to be in agreement.

Recalculated the amount of $45.0 million was also recalculated as the product of items a

through c added to item d below and found it to be arithmetically correct:

a.

$1,422.0 million which was compared to the item described as ‘2005 Average Asset
Retirement Obligation Net Book Value’ as per the management prepared schedule
entitled ‘Calculation of Deemed Interest Adjustment (incl Bruce)’ and found to be in
agreement; multiplied by

55% which was compared to the item described as ‘Component % of Total Debt’ as
per Exhibit C1, Tab 2, Schedule 1 Table 6 of the Ontario Energy Board (“OEB”) Decision
updated March 14, 2008 and found to be in agreement; multiplied by

5.71% which was compared to the item described as ‘Cost Rate % of Total Debt’ as
per Exhibit C1, Tab 2, Schedule 1 Table 6 of the OEB Decision updated March 14, 2008
and found to be in agreement; add

$0.4 million which was compared to the item described as ‘Rounding’ as per the
management prepared schedule entitled ‘Calculation of Deemed Interest Adjustment
(incl Bruce)’ and found to be in agreement.

Recalculated the amount of $31.6 million as the sum of the balance of procedures #43 and

#44, as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $202.0 million to note 5 of the 2005 audited consolidated financial

statements of OPG Inc. and found it to be in agreement.

Compared the amount of $202.0 million to the balance of procedure #46 and found the

amount to be in agreement.

Compared the amount of $202.0 million to the dollar value of procedure #46 and found the

amount to be in agreement.

Recalculated the amount of $157.9 million to the sum of items a through u below and found

it to be arithmetically correct:

a.

(511.9) million which was compared to Schedule 1, line 109 of the 2005 income tax
return of OPG Inc. and found to be in agreement;

$0.8 million which was compared to Schedule 1, line 108 of the 2005 income tax
return of OPG Inc. and found to be in agreement;

$13.1 million which was compared to Schedule 1, line 112 of the 2005 income tax
return of OPG Inc. and found to be in agreement;

$0.9 million which was compared to Schedule 1, line 113 of the 2005 income tax
return of OPG Inc. and found to be in agreement;

$52.1 million which was compared to Schedule 1, line 118 of the 2005 income tax
return of OPG Inc. and found to be in agreement;

$2.1 million which was compared to Schedule 1, line 121 of the 2005 income tax
return of OPG Inc. and found to be in agreement;

$0.4 million which was compared to Schedule 1, line 122 of the 2005 income tax
return of OPG Inc. and found to be in agreement;





$9.5 million which was compared to Schedule 1, line 206 of the 2005 income tax
return of OPG Inc. and found to be in agreement;

$4.7 million which was compared to Schedule 1, line 291 of the 2005 income tax
return of OPG Inc. and found to be in agreement;

$0.4 million which was compared to Schedule 1, line 293 of the 2005 income tax
return of OPG Inc. and found to be in agreement;

$8.8 million which was compared to the balance of SAP Account #76189 and found to
be in agreement;

$0.3 million which was compared to the items described as ‘Allowance for Doubtful
Debts Additions’ and ‘Allowance for Doubtful Debts Deductions’ as per the
management prepared schedule entitled ‘Ontario Power Generation Inc. T2-2005
December 31, 2005 Summary of Reserves’ and found to be in agreement;

. $7.0 million which was compared to the item described as ‘Provision for Legal Claims
Additions’ as per the management prepared schedule entitled ‘ ‘Ontario Power
Generation Inc. T2-2005 December 31, 2005 Summary of Reserves’ and found to be in
agreement;

$5.5 million which was compared to the items described as ‘Restructuring Reserve
Additions’ and ‘Restructuring Reserve Deductions’ as per the management prepared
schedule entitled ‘Ontario Power Generation Inc. T2-2005 December 31, 2005
Summary of Reserves’ and found to be in agreement;

$13.1 million which was compared to the item described as ‘Write Down of
Investment - OPG Ventures’ as per the ‘Miscellaneous Additions’ schedule supporting
Schedule 1, line 292 of the 2005 tax return of OPG Inc. and found to be in agreement.
The amount was compared also to recalculated as the sum of items i and ii below and
found it to be arithmetically correct:

i. $11.2 million which was compared to note 22 of the 2005 audited
consolidated financial statements of OPG Inc. and found to be in
agreement;

ii. $1.9 million which was compared to the item described as ‘Adjustment to
2004 impairment’ as per the ‘Reversal Of Accounting Writedown of
Investment in OPGV’ management prepared schedule and found to be in
agreement.

$11.4 million which was compared to the item described as ‘NWMD Fixed Assets
Charged to Nuclear Provision’ as per the ‘Miscellaneous Additions’ schedule of the
supporting Schedule 1, line 292 of the 2005 tax return of OPG Inc. and found to be in
agreement. The amount was compared also to the item described as ‘Total 2005 Cost’
as per the management prepared schedule entitled ‘NWMD Project Actuals for 2005’
and found to be in agreement;

$19.3 million which was compared to the item described as ‘Loss on Market to Market
re the New York Power Municipal Agreement’ as per the ‘Miscellaneous Additions’
schedule supporting Schedule 1, line 292 of the 2005 tax return of OPG Inc. and found





to be in agreement. The amount was also compared to the balance of SAP Account
#50500000 and found to be in agreement;
$0.2 million which was compared to the item described as ‘Expense Booked But Not
Paid’ as per the ‘Miscellaneous Additions’ schedule supporting Schedule 1, line 292 of
the 2005 OPG Inc. tax return and found to be in agreement;
$2.0 million which was recalculated as the total of items i and ii below and found to
be arithmetically correct:
i. $11.7 million which was compared to the balance of SAP Account #5520000000
and found to be in agreement; less
ii. $13.7 million which was compared to the balance of procedure #100 e and
found to be in agreement;
$10.5 million which was compared to the sum of items i and ii below and found it to
be arithmetically correct:

i. ($1.2) million which was compared to the balance of SAP Accounts #50090,
#50091 and #50091 and found to be in agreement;

ii. $11.7 million which was compared to the item described as ‘Energy
Metered Injections’ as per the management prepared schedule entitled
‘Summary of Interim Variance Accounts & Segregated Mode of Transactions
for the period ended December 31, 2005’ and found to be in agreement

$7.7 million which was compared to the sum of items i and v below and found the
sum to be arithmetically correct:

i. $2.2 million which was compared to the item described as ‘Other, Pickering
‘A’ Unit #2 (Heavy Water)’ as per the 2005 Fixed Assets Tax Report’
prepared by management and found to be in agreement;

ii. $3.4 million which was compared to the item described as ‘Other, Pickering
‘A’ Unit #3 (Heavy Water)’ as per the management prepared schedule
entitled ‘2005 Fixed Assets Tax Report’ and found to be in agreement;

iii. $0.1 million which was compared to the item described as ‘Other, Pickering
In/Out Transfer System 2&3’ as per the management prepared schedule
entitled ‘2005 Fixed Assets Tax Report’ and found to be in agreement;

iv. $0.8 million which was compared to the item described as ‘Other, Pickering
GS ‘A’ Unit #2 Fuel’ as per the management prepared schedule entitled
‘2005 Fixed Assets Tax Report’ and found to be in agreement;

v. $1.2 million which was compared to the item described as ‘Other, Pickering
GS ‘A’ Unit #3 Fuel’ as per the management prepared schedule entitled
‘2005 Fixed Assets Tax Report’ and found to be in agreement.

50. Recalculated the amount of $29.2 million as the sum of items a through d below and found

the sum to be arithmetically correct:

$3.5 million which was compared to Schedule 1, line 290 of the 2005 Darlington Inc.
tax return and found to be in agreement;

b. $3.5 million which was compared to the item described as ‘Write off of P2 and P3 CIP

Interest Capitalized’ as per the ‘Miscellaneous Other Additions’ schedule supporting





51.

52.

Schedule 1, line 292 of the 2005 Pickering Inc. tax return and found to be in
agreement;

$1.3 million which was compared to the item described as ‘Write off of the Pickering B
CIP Interest Capitalized’ as per the ‘Miscellaneous Other Additions’ schedule
supporting Schedule 1, line 292 of the 2005 Pickering Inc. tax return and found to be
in agreement.

$20.9 million which was compared to the item described as ‘Tax Adjustment,
Pickering Impairment — FA’ as per the management prepared schedule entitled ‘OPG
Parent and SUBS 2005 Year—end Impairment Charges’ and was found to be in
agreement.

Recalculated the amount of $187.1 as the sum of the balance in procedure #49 and the

balance in procedure #50 and found it to be arithmetically correct.

Recalculated the amount of $134.7 as the sum of items a through q below and found the

sum to be arithmetically correct:

a.

$(11.9) million which was compared to the balance of procedure #49 a and found to
be in agreement;
$0.8 million which was compared to the balance of procedure #49 b and found to be
in agreement;
$13.1 million which was compared to the balance of procedure #49 c and found to be
in agreement;
$0.9 million which was compared to the balance of procedure #49 d and found to be
in agreement;
$52.1 million which was compared to the balance of procedure #49 e and found to be
in agreement;
$6.0 million which was calculated as the total of items i and ii below and found it to be
arithmetically correct:
i. $7.6 million which was compared to the item described as ‘Unregulated, Per
G/L balance’ as per the management prepared schedule entitled ‘2005
Computers Expensed (FAC 62000240/62000242)’ and found to be in
agreement; less
ii. $1.4 million which was compared to the item described as ‘Amount
Included on Sch (8) Computer equipment lease costs, Class 45’ as per the
management prepared schedule entitled ‘Capital Iltems expensed for book -
2005’ and found to be in agreement; less
iii. $0.2 million which was compared to the item described as ‘Rounding’ as per
the management prepared schedule entitled ‘2005 Computers Expensed
(FAC 62000240/62000242)’ and found to be in agreement;
$4.7 million which was compared to the balance of procedure #49 i and found to be in
agreement;
$0.4 million which was compared to the balance of procedure #49 j and found to be in
agreement;





53.

54.

55.

56.

57.

58.

i. $8.8 million which was compared to the balance of procedure #49 k and found to be
in agreement;

j. $0.3 million which was compared to the balance of procedure #49 | and found to be in
agreement;

k. $7.0 million which was compared to the item described as ‘OPG Parent Unregulated,
Materials and Supplies Inventory Provision for Obsolescence’ as per the management
prepared schedule entitled ‘2005 Tax Provision Worksheet Final’ and found to be in
agreement;

I.  $5.5 million which was compared to the balance of procedure #49 n and found to be
in agreement;

m. $13.1 million which was compared to the balance of procedure #49 o and found to be
in agreement;

n. $11.4 million which was compared to the balance of procedure #49 p and found to be
in agreement;

0. $19.3 million which was compared to the balance of procedure #49 q and found to be
in agreement;

p. $0.2 million which was compared to the balance of procedure #49 r and found to be
in agreement;

g. $3.0 million which was compared to the item described as ‘Parent Unregulated,
Regulatory Provision Offsetting Revenues from Saunders (IVA/SMO)’ as per the
management prepared schedule entitled ‘2005 Tax Return Details’ and found to be in
agreement.

Recalculated the amount of $52.4 million as the difference between the balance of
procedures #51 and #52 and found it to be arithmetically correct.

Compared the amount of $2.0 million to the balance of procedure #49 s and found it to be
in agreement.

Recalculated the amount of $4.4 million as the sum of items a through c below and found it
to be arithmetically correct:

a. $3.5 million which was compared to the balance of procedure #50 a and found to be
in agreement;

b. $1.3 million which was compared to the balance of procedure #50 ¢ and found to be
in agreement; less

c. ($0.4) million which was recalculated as the amount required to adjust the balance in
procedure #56 to a whole number and found to be arithmetically correct.

Recalculated the amount of $46.0 million as the sum of the balance of procedures #53, #54
and #55, as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $408.4 million to the item described as ‘CCA Parent’ as per the
management prepared schedule entitled ‘2005 UCC Schedules for Regulated and
Unregulated’ and found it to be in agreement. The amount was also compared to
Schedule 1, line 403 of the 2005 tax return of OPG Inc. and found to be in agreement.
Recalculated the amount of $148.3 million as the sum of the items a through f below and
found it to be arithmetically correct:





59.

60.

61.

62.

63.

64.

65.

66.

67.

68.

69.

70.

a. $2.5 million which was compared to Schedule 1, line 403 of the 2005 OPG 700
University Inc. tax return and found to be in agreement;
b. $2.4 million which was compared to Schedule 1, line 403 of the 2005 Huron A Inc. tax
return and found to be in agreement;
c.  $32.9 million which was compared to Schedule 1, line 403 of the 2005 Huron B Inc.
tax return and found to be in agreement;
d. $3.1 million which was compared to Schedule 1, line 403 of the 2005 Huron Common
Facilities Inc. tax return and found to be in agreement;
e. $15.3 million which was compared to Schedule 1, line 403 of the 2005 Darlington Inc.
tax return and found to be in agreement;
f.  $92.1 million which was compared to Schedule 1, line 403 of the 2005 Pickering Inc.
tax return and found to be in agreement.
Recalculated the amount of $556.7 million as the sum of the balance of procedures #57 and
#58 and found it to be arithmetically correct.
Compared the amount of $209.1 million to item described as ‘CCA Unregulated’ as per the
management schedule entitled ‘Unregulated Business’ and found it to be in agreement.
Recalculated the amount of $347.6 million as the difference between the balance of
procedures #59 and #60 and found the amount to be arithmetically correct.
Compared the amount of $46.4 million to the item described as ‘CCA’ as per the
management prepared schedule entitled ‘Regulated Bruce — Bruce A/Bruce B/Bruce
Common’ and found it to be in agreement.
Compared the amount of $3.3 million to the item described as ‘Audit Adjustment excluding
Bruce’ as per the management prepared schedule entitled ‘Capital Cost Allowance Schedule
— 2005 Actual’ and found it to be in agreement.
Recalculated the amount of $304.5 million as the sum of the balance in procedures #61, #62
and #63, as represented in Schedule A, and found it to be arithmetically correct.
Compared the amount of $84.1 million to the item described as ‘Decommissioning Reserves
— Nuclear, deductions’ as per the management prepared schedule entitled ‘Ontario Power
Generation Inc. T2 — 2005 December 31, 2005 Summary of Reserves’ and found the amount
to be in agreement .
Compared the amount of $84.1 million to the balance of procedure #65 and found the
amount to be in agreement.
Compared the amount of $84.1 million to the balance of procedure #65 and found the
amount to be in agreement.
Compared the amount of $31.0 million to the item described as “Bruce Nuclear Generator
2005 Total Costs Incurred” as per the management prepared schedule entitled “ Internal &
External Funding for Nuclear ARO” found it to be in agreement.
Recalculated the amount of $0.1 million as the amount required to adjust the balance in
procedure #70 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $53.0 million as the sum of the balance in procedures #67, #68
and #69, as represented in Schedule A, and found it to be arithmetically correct.





71.

72.

73.

74.

75.

76.

77.

78.

79.

Recalculated the amount of $835.0 million as the sum of items a and b below and found it to
be arithmetically correct:

a. $381 million which was compared to the balance of the ‘Earnings on nuclear fixed
asset removal and nuclear waste management liabilities’ line of the consolidated
statement of cash flows of the 2005 audited consolidated financial statements of OPG
Inc. and found to be in agreement;

b. $454 million which was compared to the balance of the ‘Contributions to nuclear
fixed asset removal and nuclear waste management funds’ line of consolidated
statement of cash flows of the 2005 audited consolidated financial statements of OPG
Inc. and found to be in agreement.

Compared the amount of $835.0 million to the balance of procedure #71 and found it to be
in agreement.

Compared the amount of $835.0 million to the balance of procedure #71 and found it to be
in agreement.

Recalculated the amount of $212.0 million to the sum of items a through c below, multiplied
by four and found the total to be arithmetically correct:

a. $26.1 million which was compared to the item described as ‘2005 Quarterly Payments
Bruce A Station’ as per the ‘Used Fuel Segregated Fund Original Payment Schedule
3.3’ of the Ontario Nuclear Funds Agreement as at April 1, 1999 (amended
October 28, 2004), and found to be in agreement;

b. $26.8 million which was compared to the item described as ‘2005 Quarterly
Payments Bruce B Station’ as per the ‘Used Fuel Segregated Fund Original Payment
Schedule 3.3’ of the Ontario Nuclear Funds Agreement as at April 1, 1999 (amended
October 28, 2004), and found to be in agreement;

c. $0.1 million which was recalculated as the amount required to adjust the balance to
$212.0 million and found the calculation to be arithmetically correct.

Compared the amount of $381.0 million to the balance of procedure #71 a and found it to
be in agreement.

Recalculated the amount of $242.0 million as the sum of the balance in procedures #73, #74
and #75, as represented in Schedule A, and found it to be arithmetically correct.
Recalculated the amount of $254.0 million as the sum of items a and b below and found it to
be arithmetically correct:

a. $266 million which was compared to the ‘Total regulatory assets’ balance of note 6 of
the 2005 audited consolidated financial statements of OPG Inc. and found to be in
agreement; less

b. $12 million which was compared to the ‘Total regulatory liabilities’ balance of note 6
of the 2005 audited consolidated financial statements of OPG Inc. and found to be in
agreement.

Compared the amount of $254.0 million to the balance in procedure #77 and found it to be
in agreement.

Recalculated the amount of $56.0 million as the difference in the balance of procedure #78
and the balance of procedure #80 and found the amount to be arithmetically correct.





80.

81.

82.

83.

84.

85.

86.

87.

88.

89.

Compared the amount of $198.0 to the amount described as ‘Regulated Pension Plan
Contributions’ as per the management prepared schedule entitled ‘2005 Tax Return Details’
and found it to be in agreement.

Recalculated the amount of $0.1 million as the as the amount required to adjust the balance
in procedure #82 to $197.9 and found the calculation to be arithmetically correct.
Recalculated the amount of $197.9 million as the sum of balance in procedures #80 and #81,
as represented in Schedule A, and found the amount to be arithmetically correct.
Recalculated the amount of $50.4 million as the sum of items a through ¢ below and found
the sum to be arithmetically correct:

a. 5$64.8 million which was compared to the item described as ‘OPG Parent Increase in
OPEB liability for the period — Cash payments’ as per the management prepared
schedule entitled ‘2005 Tax Return Details’ and found to be in agreement;

b. $1.9 million which was compared to Schedule 1, line 392 of the 2005 income tax
return of OPG Inc. and found to be in agreement; Less

c. $16.3 million which was compared to Schedule 1, line 290 of the 2005 income tax
return of OPG Inc. and found to be in agreement.

Compared the amount of $50.4 million to the balance of procedure #83 and found it to be in
agreement.

Recalculated the amount of $12.6 million as the sum of items a through d below and found
it to be arithmetically correct:

a. $14.7 million which was compared to the item described as ‘Unregulated Quarter 4
Year-to-Date, Benefit Payments (Cash)’ as per the management prepared schedule
entitled ‘Other Post Employment Benefits (OPEB)’ and found to be in agreement;

b. ($3.7) million which was compared to the item described as ‘Benefit Payments
Deducted on 2004 Return’ as per the management prepared schedule entitled ‘Other
Post Employment Benefits (OPEB)’ and found to be in agreement;

c. $1.9 million which was compared to the balance of procedure #83 ¢ and found to be
in agreement;

d. (0.3) million which was compared to the sum of the items described as ‘Unregulated
Cash Payments Rounding’ and ‘Benefit Payments Deducted Rounding’ as per the
management prepared schedule entitled ‘Other Post Employment Benefits (OPEB)’
and found to be in agreement.

Recalculated the amount of $37.8 million as the difference between the balance of
procedures #84 and #85 and found it to be arithmetically correct.

Recalculated the amount of $0.2 million as the amount required to adjust the balance in
procedure #88 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $38.0 million as the sum of the balance in procedures #86 and
#87, as represented in Schedule A, and found it to be arithmetically correct.

Recalculated the amount of $254.0 million as the total of items a and b below and found it
to be arithmetically correct:





90.

91.

92.

93.

94.

95.

96.

97.

a. $266.0 which was compared to the ‘Total regulatory assets’ as per note 6 of the 2005
OPG Inc. audited consolidated financial statements and found to be in agreement;
less

b. $12.0 million which was compared to the ‘Total regulatory liabilities’ as per note 6 of
the 2005 audited consolidated financial statements of OPG Inc. and found to be in
agreement.

Compared the amount of $254.0 million to the balance of procedure #89 and found the
amount to be in agreement.

Compared the amount of $254.0 million to the balance of procedure #89 and found the
amount to be in agreement.

Compared the amount of $250.0 million to the item described as ‘Regulatory Asset
Deduction — Pickering A Return to Service (“PARTS”) Deferred Costs’ as per the management
prepared schedule entitled ‘Regulatory Asset Deduction — PARTS Deferred Costs’ and found
it to be in agreement.

Recalculated the amount of $4.0 million as the sum of the balance of procedures #91 and
the #92, as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $12.8 million to Schedule 1, line 390 of the 2005 income tax return
of OPG Inc. and found it to be in agreement.

Compared the amount of $21.1 million to the item described as ‘Subs — Regulated,
Acquisitions’ as per the management prepared schedule entitled ‘2005 UCC Reduction for
CIP interest Capitalized (Reg & Unreg)’ and found it to be in agreement. The amount of
$21.1 million was also recalculated as the sum of items a through c below and found the
sum to be arithmetically correct:

a. $14.4 million which was compared to SAP Account #76141 for business unit Pickering
NGS and found to be in agreement;

b. $0.2 million which was compared to SAP Account #76141 for business unit Darlington
NGS and found to be in agreement;

c. $6.5 million which was compared to SAP Account #76141 for business unit Corporate
Adjustments and found to be in agreement.

Recalculated the amount of $33.9 million as the sum of the balance of procedures #94 and
#95 and found it to be arithmetically correct.

Compared the amount of $4.3 million to the item described as ‘OPG Parent Unregulated’ as
per the management prepared schedule entitled ‘2005 UCC Reduction for CIP interest
Capitalized (Reg & Unreg)’ and found it to be in agreement. The amount of $4.3 million was
also recalculated as the sum of items a through f below and found to be arithmetically
correct:

a. $0.4 million which was compared to SAP Account #76141 for business unit
Information Systems Group, and found to be in agreement;

b. $0.1 million which was compared to SAP Account #76141 for business unit Evergreen
Energy and found to be in agreement;

c.  $2.5 million which was compared to SAP Account #76141 for business unit Hydro and
found to be in agreement;





98.

99.

100.

$0.2 million which was compared to SAP Account #76141 for business unit Lambton
GS and found to be in agreement;

$1.0 million which was compared to SAP Account #76141 for business unit Nanticoke
GS and found to be in agreement;

$0.1 million which was compared to SAP Account #76141 for business unit Thunder
Bay GS and found to be in agreement.

Recalculated the balance of $29.6 million as the difference between the balance of

procedures #96 and #97 and found it to be arithmetically correct.

Compared the balance of $29.6 million to the dollar value of procedure #98 and found it to

be in agreement.

Recalculated the balance of $121.7 million as the sum of items a through h below and found

the sum to be arithmetically correct:

a.

$56.5 million which was compared to Schedule 1, line 411 of the 2005 income tax
return of OPG Inc. and found to be in agreement;
$0.4 million which was compared to the item described as ‘Unpaid Bonuses
Deductions’ as per the management prepared schedule entitled ‘Ontario Power
Generation Inc. T2 — 2005 December 31, 2005 Summary of Reserves’ and found it to
be in agreement;
$7.7 million which was compared to the items described as ‘Obsolete material write
off Additions’ and ‘Obsolete material write off Deductions’ as per the management
prepared schedule entitled ‘Ontario Power Generation Inc. T2 — 2005 December 31,
2005 Summary of Reserves’ and found it to be in agreement.
$35.9 million which was recalculated as the sum of items i and ii below and found to
be arithmetically correct:
i. $12.6 million which was compared to the difference between the opening
and closing balance of SAP Account #45110 and found to be in agreement;
ii. $23.3 million which was compared to the difference between the opening
and closing balance of SAP Account #41395 and found to be in agreement.
$13.7 million which was compared to the item described as ‘2005 Amortization Lease
Payment Gain, Tax Permanent Difference’ as per the management prepared schedule
entitled ‘Amortization of Deferred Revenue - Bruce reconciliation of SAP Account
#55200’ and found to be in agreement;
$2.9 million which was calculated as the sum of items i and ii below and found to be
arithmetically correct:
i. $0.3 million which was compared to the balance of SAP Account #55050 and
found to be in agreement;
ii. $2.6 million which was compared to the balance of SAP Account #55000 and
found to be in agreement.
$1.6 million which was compared to the item described as ‘Expenses Included in Prior
Year’s Tax Return’ as per the management prepared schedule entitled ‘Miscellaneous
Deductions’ to support Schedule 1, line 395 of the 2005 OPG Inc. tax return and found
to be in agreement;





h.

$3.0 million which was compared to the item described as ‘Commissions paid re ING
Lease” Return’ as per the management prepared schedule entitled ‘Miscellaneous
Deductions’ to support Schedule 1, line 395 of the 2005 tax return of OPG Inc. and
found to be in agreement.

101. Recalculated the amount of $2.3 million as the sum of items a through f below and found it

102.

103.

to be arithmetically correct:

a.

$0.3 million which was compared to Schedule 1, line 390 of the 2005 700 University
Inc. tax return of OPG Inc. and found to be in agreement;

$0.3 million which was compared to Schedule 1, line 391 of the 2005 700 University
Inc. tax return of OPG Inc. and found to be in agreement;

$0.4 million which was compared to Schedule 1, line 390 of the 2005 tax return of
Huron A Inc. and found to be in agreement;

$0.4 million which was compared to Schedule 1, line 390 of the 2005 tax return of
Huron B Inc. and found to be in agreement;

$0.2 million which was compared to Schedule 1, line 390 of the 2005 tax return of
Huron Common Facilities Inc. and found to be in agreement;

$0.7 million which was compared to Schedule 1, line 390 of the 2005 tax return of
Pickering Inc. and found to be in agreement.

Recalculated the amount of $124.0 million as the sum of the balance of procedures #100

and #101 and found it to be arithmetically correct.

Recalculated the amount of $103.9 million as the sum of items a through i below and found

it to be arithmetically correct:

a.

$56.5 million which was compared to the balance of procedure #100 a and found to
be in agreement;

$0.4 million which was compared to the balance of procedure #100 b and found to be
in agreement;

$3.0 million which was compared to the item described as ‘Parent Unregulated,
Obsolete material write off’ as per the management prepared schedule entitled ‘2005
Tax Return Details’ and found to be in agreement;

$35.9 million which was compared to the balance of procedure #100 d and found to
be in agreement;

$0.3 million which was compared to the item described as ‘Subs Unregulated, Income
booked in the current year but included in prior year’ as per the management
prepared schedule entitled ‘2005 Tax Return Details’ and found to be in agreement;
$0.3 million which was compared to the item described as ‘Subs Unregulated, Income
booked but not earned’ as per the management prepared schedule entitled ‘2005 Tax
Return Details’ and found to be in agreement;

$2.9 million which was compared to the balance of procedure #100 f and found to be
in agreement;

$1.6 million which was compared to the balance of procedure #100 g and found to be
in agreement;





i. $3.0 million which was compared to the balance of procedure #100 h and found to be
in agreement.

104. Recalculated the amount of $20.1 million as the difference between the balance of
procedures #102 and #103 and found it to be in agreement.

105. Compared the amount of $13.7 million to the balance of procedure #100 e and found it to
be in agreement.

106. Compared the amount of $2.6 million to the sum of items a and b below and found it to be
arithmetically correct:

a. $1.7 million which was compared to the balance described as ‘Intercompany income
earned in the current year’ as per the management prepared schedule entitled
‘Intercompany Income Earned in current year but included in prior year’ and found to
be in agreement;

b. $0.9 million which was compared to the balance described as ‘Rounding’ as per the
management prepared schedule entitled ‘Intercompany Income Earned in current
year but included in prior year’ and found to be in agreement.

107. Recalculated the amount of $3.8 million as the sum of the balance of procedures #104, #105
and #106, as represented in Schedule A, and found it to be arithmetically correct.





To: Ontario Power Generation Inc.

As specifically agreed, we have performed the accompanying procedures in connection with
Ontario Power Generation Inc.'s (“OPG Inc.” or the “Company"”) report on the Reconciliation of
Tax Return to Requlatory Tax Expense (Schedule A) for the year ended December 31, 2006 as
outlined in the attached list of procedures (Schedule B).

As a result of applying the accompanying procedures in Schedule B, we found no exceptions.
However, these procedures do not constitute an audit of the Company’s Reconciliation of Tax
Return to Requlatory Tax Expense, and therefore we express no opinion on the financial

information.

This report is for use solely in connection with OPG Inc.’s filing with the Ontario Energy Board.
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Schedule A

Reconciliation of Tax Return to Regulatory Tax Expense
Year Ending December 31, 2006

2006 Tax Return Adjustments
1 2 3 4 5 6 7 8
Line . OPG Other Revised
No. Particulars Parent Subs Total UnReg Regulated Bruce Adj Regulatory
Determination of Taxable Income
1 |Earnings Before Tax 1 678.7 2 (103.1) 3 575.6 4 (345.9) 5 229.7 6] (115.8) 7 (35.9), 8 78.0
Adj negative earnings to $0 -
678.7 (103.1) 575.6 (345.9) 229.7 (115.8) (35.9) 78.0
Additions for Tax Purposes:
2 | Depreciation 9 380.7 10 263.0 11 643.7 12 (239.2) 13 404.5] 14| (100.4) 15 (0.5) 16 303.6
3 Nuclear Waste Management Expenses 17 528.6 18 528.6 19 528.6 | 20| (16.1) 21 (490.6)] 22 21.9
4 Receipts from Nuclear Segregated Funds 23| 18.8 24 18.8 25 18.8| 26 (9.0) 27 0.2 28 10.0
5 | Pension and OPEB/SPP Accrual* 29 471.4 30 471.4 31 (97.0) 32 3744 33 (0.4)] 34 374.0
6 One-Time Adjustment: P2P3 Inventory Write-offs - - - -
7 One-Time Adjustment: P2P3 CIP Write-offs = = = =
8 Regulatory Asset Amortization - PARTS Deferred Costs 35 25.1 36 251 37 25.1 38 (0.1) 39 25.0
9 | Regulatory Asset Amortization - Nucl Development _ _ _ _
Deferral & Capacitv Refurbishment Variance
10 | Regulatory Asset Amortization - Nucl Liability Deferral - - - -
11 | First Nations Past Grievances Provision = = = =
12 | Adjustment Related to Duplicate Interest Deduction - - 40| (10.5) 41 38.0 42 27.5
13 | Lennox impairment - - - -
14 | Other 43 149.5 44 6.6 45 156.1 46 (120.6) 47 355| 48 (2.0) 49 (15.5)] 50 18.0
15 |Total Additions 1,574.1 269.6 1,843.7 (456.8) 1,386.9 (138.0) (468.9) 780.0
Deductions for Tax Purposes:
16 | CCA 51 394.7 52 155.8 53 550.5 54 (196.6) 55 353.9| 56| (43.2) 57 (4.3)] 58 306.4
17 | Cash Expenditures for Nuclear Waste & Decommissioning 59| 153.4 60 153.4 61 1534 | 62| (45.0) 63 (0.4) 64 108.0
18 | Contributions to Nuclear Segregated Funds and Earnings 65| 824.5 66 824.5 67 824.5| 68| (212.0) 69 (370.5) 70 242.0
19 | Pension Plan Contributions 71 261.0 72 261.0 73 (54.0), 74 207.0 - - 75 207.0
20 | OPEB/SPP Payments 76 68.3 77 68.3 78 (13.9) 79 54.4 - 80 0.6 81 55.0
21 | Regulatory Asset Deduction - PARTS Deferred Costs 82| 12.6 83 12.6 84 12.6 85 12.4 86 25.0
22 | Regulatory Asset Deduction - Nucl Development _ _ _ _ _ _
Deferral & Capacitv Refurbishment Variance
23 | Regulatory Asset Deduction - Nucl Liability Deferral - - - - - -
24 | Construction In Progress Interest Capitalized 87| 14.5 88 6.8 89 21.3 90 (6.4) 91 14.9 - 92 (14.9), -
25 | Other 93 144.2 - 94 144.2 95 (123.9) 96 20.3 | 97| (13.7) 98 (7.3)] 99 (0.7)
26 |Total Deductions 1,873.2 162.6 2,035.8 (394.8) 1,641.0 (313.9) (384.4) 942.7
27 |Net Income/(Loss) for income tax purposes 379.6 3.9 383.5 (407.9) (24.4), 60.1 (120.4) (84.7),
Deduct:
28 |Charitable Donations 3.2 - 3.2 (3.2) - - -
29 |Non-capital losses of previous tax years 258.7 - 258.7 (258.7) - - -
30 |Taxable Income 177 3.9 121.6 (146.0) (24.4) 60.1 (120.4) (84.7)
Tax Loss Carryforward Balances
31 |Opening Balance (65.5)
32 Income/(loss) for the Year (84.7)
33 |Closing Balance (150.2)






SCHEDULE B

For purposes of this report, we have performed the following procedures, which were
applied to the items on the Year 2006 Reconciliation of Tax Return to Regulatory Tax
Expense schedule (Schedule A). The procedures and findings described below apply to
such items on the Year 2006 Reconciliation of Tax Return to Requlatory Tax Expense
schedule as indicated by the bolded number assigned to each item. In all cases where we
noted agreement of amounts to financial statements, such agreement is after rounding
and/or truncating as deemed appropriate by the Company. In those instances where our
procedures consisted of comparing an amount to a management prepared schedule, we
have not further compared the amounts on the schedule to the Company's books of
account unless otherwise noted.

Determination of Taxable Income

Earnings Before Tax

1. Recalculated the amount of $678.7 million as the sum of items a through ¢ below and found it to
be arithmetically correct:

a. $592.7 million which was compared to the item described as ‘Net income after taxes
and extraordinary items per financial statements’ as per Schedule 1 of the 2006 OPG
Inc. income tax return (“tax return”) and found to be in agreement;

b. $60.0 million which was compared to the ‘Current income tax expense’ line on the
consolidated statement of income of the 2006 audited consolidated financial
statements of OPG Inc. and found to be in agreement;

c. $26.0 million which was compared to the ‘Future income tax expense’ line on the
consolidated statement of income of the 2006 audited consolidated financial
statements of OPG Inc. and found to be in agreement.

2. Recalculated the amount of $103.1 million as the difference between the balance of procedures
#3 and #1 and found it to be arithmetically correct.

3. Compared the amount of $575.6 million to the balance of the ‘Income before income taxes and
extraordinary item’ line on the consolidated statement of income of the 2006 audited
consolidated financial statements of OPG Inc. and found it to be in agreement.

4. Recalculated the amount of $345.9 million as the difference between the balance of procedures
#5 and #3 and found it to be arithmetically correct.

5. Recalculated the amount of $229.7 million as the total of items a and b below and found it to be
arithmetically correct:

a. $229.8 million which was compared to the item described as ‘Regulated Earnings Before
Tax (“EBT”) Including Bruce’ as per the management prepared schedule entitled
‘Schedule allocating Regulatory EBT to Prescribed Facilities Excluding Bruce’ and found
to be in agreement; less

b. $0.1 million which was compared to the line described as ‘Rounding’ as per the
management prepared schedule entitled ‘Schedule allocating Regulatory EBT to
Prescribed Facilities Excluding Bruce’ and found to be in agreement.





6. Recalculated the amount of $115.8 million as the total of items a and b below and found it to be

arithmetically correct:

a.

$136.6 million which was compared to the item described as ‘Bruce Regulated EBT’ as
per the management prepared schedule entitled ‘Schedule allocating Regulatory EBT to
Prescribed Facilities Excluding Bruce’ and found to be in agreement; less

$20.8 million which was compared to note 3 of the 2006 audited consolidated financial
statements of OPG Inc. and found to be in agreement.

7. Compared the amount of $35.9 million to the total of items a and b below and found it to be

arithmetically correct:

a.

$36.0 million which was compared to the item described as ‘Other Adjustments’ as per
the management prepared schedule entitled ‘Schedule allocating Regulatory EBT to
Prescribed Facilities Excluding Bruce’ and found to be in agreement; less

$0.1 million which was compared to the line described as ‘Rounding’ as per the
management prepared schedule entitled ‘Schedule allocating Regulatory EBT to
Prescribed Facilities Excluding Bruce’ and found to be in agreement.

8. Recalculated the amount of $78.0 million as the sum of the balance of procedures #5, #6 and #7,

as represented in Schedule A, and found it to be arithmetically correct.

Additions for Tax Purposes:

9. Recalculated the amount of $380.7 million as the total of items a through f below and found it to

be arithmetically correct:

a.

$663.6 million which was compared to the balance of the ‘Depreciation and
amortization’ line of the statement of income included in the 2006 audited consolidated
financial statements of OPG Inc. and found to be in agreement; less

$263.0 million which was compared to the balance of procedure #10 and found to be in
agreement; less

$4.4 million which was compared to the balance of SAP Accounts #7451300000 and
#7451300001 and found to be in agreement; less

$4.9 million which was compared to the balance of SAP Accounts #64003 and #64004
and found to be in agreement; less

$10.2 million which was compared to the item described as ‘depreciation’ on the
statement of income as per the Brighton Beach Power 2006 unaudited financial
statements, multiplied by 50% and found to be in agreement; less

$0.4 million which was compared to the item described as ‘depreciation’ on the
statement of income as per the Huron Wind L.P 2006 unaudited financial statements,
multiplied by 50% and found to be in agreement.

10. Recalculated the amount of $263.0 million as the sum of items a through e below and found it to

be arithmetically correct:

a.

$6.8 million which was compared to the item described as ‘Depreciation and
amortization’ on the statement of income as per the Huron Common Facilities Inc. 2006
unaudited financial statements and found to be in agreement;





$0.0 which was compared to the item described as ‘Depreciation and amortization’ on
the statement of income of the Huron A Inc. 2006 unaudited financial statements and
found to be in agreement;

$75.4 million which was compared to the item described as ‘Depreciation and
amortization’ on the statement of income of the 2006 Huron B Inc. unaudited financial
statements and found to be in agreement;

$89.6 million which was compared to the item described as ‘Depreciation and
amortization’ on the statement of income of the Pickering Inc. 2006 unaudited financial
statements and found to be in agreement;

$91.2 million which was compared to the item described as ‘Depreciation and
amortization’ on the statement of income of the Darlington Inc. 2006 unaudited
financial statements and found to be in agreement.

11. Recalculated the amount of $643.7 million as the sum of the balance of procedures #9 and #10

and found it to be arithmetically correct.

12. Recalculated the amount of $239.2 as the difference between the balance of procedures #11

and #13 and found it to be arithmetically correct.

13. Recalculated the amount of $404.5 million as the sum of items a through j below and found it to

be arithmetically correct:

a.

$6.9 million which was compared to the balance of procedure #10 a and found to be in
agreement;

$75.4 million which was compared to the balance of procedure #10 c and found to be in
agreement;

$91.2 million which was compared to the balance of procedure #10 e and found to be in
agreement;

$89.4 million which was compared to the balance in SAP Account #7411 for the business
unit of Pickering (Company Code 9820) and found to be in agreement;

$4.9 million which was compared to the item described as ‘Amortization (Used Fuel
Disposal/Lower Level Waste/Intermediate Level Waste)’ as per the management
prepared schedule entitled ‘2006 Depreciation for Regulated Business’ and found to be
in agreement;

$43.9 million which was compared to the balance in SAP Account #7411 for the business
unit of Niagara (Company Code 9817) and found to be in agreement;

$20.7 million which was compared to the balance in SAP Account #7411 for the business
unit of St. Lawrence (Saunders) (Company Code 9820) and found to be in agreement;
$13.1 million which was compared to the item described as ‘MFA & Other Depreciation’
as per the management prepared schedule entitled ‘2006 Depreciation for Regulated
Business’ and found to be in agreement;

$63.9 million which was compared to SAP Accounts #7411 to #74142 for company code
‘FOS1’ and found to be in agreement; less

$4.9 million which was compared to the balance of procedure #9 d and found to be in
agreement.





14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

Compared the amount of $100.4 million to the item described as ‘2006 Depreciation’ as per the
management prepared schedule entitled ‘Bruce Lease Segment Income’ and found it to be in
agreement.

Recalculated the amount of $0.5 million as the amount required to adjust the balance in
procedure #16 to a balance of $303.6 million and found the calculation to be arithmetically
correct.

Recalculated the amount of $303.6 million as the sum of the balance in procedures #13, #14 and
#15, as represented in Schedule A, and found it to be arithmetically correct.

Recalculated the amount $528.6 million as the sum of items a through d below and found it to
be arithmetically correct:

a. $31.6 million which was compared to the balance of SAP Accounts #64001 and #64002

and found to be in agreement;

b. $4.9 million which was compared to the balance of SAP Accounts #64003 and #64004

and found to be in agreement;

c. 5$489.9 million which was compared to the balance of SAP Accounts #64102 to #64106

and found to be in agreement;

d. $2.2 million which was compared to SAP Account #47125 and found to be in agreement.
Compared the amount of $528.6 million to the balance of procedure #17 and found it to be in
agreement.

Compared the amount of $528.6 million to the balance of procedure #17 and found it to be in
agreement.

Compared the amount of $16.1 million to the item described as ‘Bruce & Other Nuclear Gross
margin electricity generation sales’ as per the OPG Inc. internal report entitled ‘Business Unit
Summary - Consolidated Statement of Income for the 12 months ended December 31, 2006’ and
found to be in agreement.

Compared the amount of $490.6 million to the ‘Nuclear Accretion on fixed asset removal and
nuclear waste management liabilities’ balance in note 18 of the 2006 audited consolidated
financial statements of OPG Inc. and found it to be in agreement.

Recalculated the amount of $21.9 million as the sum of the balance of procedures #19, #20 and
#21, as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $18.8 million to the balance of the ‘Reimbursement of expenditures on
nuclear fixed asset removal and nuclear waste management’ line of the consolidated statement
of cash flows included in the 2006 audited consolidated financial statements of OPG Inc. and
found it to be in agreement.

Compared the amount of $18.8 million to the balance of procedure #23 and found it to be in
agreement.

Compared the amount of $18.8 million to the balance of procedure #23 and found it to be in
agreement.

Compared the amount of $9.0 million to the item described as ‘2006 Bruce Nuclear Generator
ONFA Funded’ as per the management prepared schedule entitled ‘Internal & External Funding
for Nuclear ARO’ and found it to be in agreement.





27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

Recalculated the amount of $0.2 million as the amount required to adjust the balance in
procedure #28 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $10.0 million as the sum of the balance of procedures #25, #26 and
#27, as represented in Schedule A, and found it to be arithmetically correct.

Recalculated the amount of $471.4 million as the sum of items a and b below and found it to be
in agreement:

a. $217.3 million which was compared to the balance of the ‘Pension cost’ line item of the
consolidated statement of cash flows included in the 2006 audited consolidated
financial statements of OPG Inc. and found to be in agreement;

b. $254.1 million which was compared to the balance of the ‘Other post employment
benefits and supplementary pension plans’ line included in the consolidated statement
of cash flows included in the 2006 audited consolidated financial statements of OPG Inc.
and found to be in agreement.

Compared the amount of $471.4 million to the balance of procedure #29 and found it to be in
agreement.

Recalculated the amount of $97.0 million as the sum of items a and b below and found it to be in
agreement:

a. $45.0 million which was compared to the item described as ‘Unregulated Non-
deductible Pension accruals’ as per the management prepared schedule entitled 2006
Tax Return Details’ and found to be in agreement;

b. $52.0 million which was compared to the item described as ‘Unregulated Increase in
Other Pension and Employment Benefits (“OPEB”) liability for the period — accrual add
back’ as per the management prepared schedule entitled ‘2006 Tax Return Details’ and
found to be in agreement.

Recalculated the amount of $374.4 million as the difference between the balance of procedures
#30 and #31 and found it to be arithmetically correct.

Recalculated the amount of $0.4 million as the amount required to adjust the balance in
procedure #34 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $374.0 million as the sum of the balance of procedures #32 and #33,
as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $25.1 million to the balance of SAP Account #6206 and found it to be in
agreement.

Compared the amount of $25.1 million to the balance of procedure #35 and found it to be in
agreement.

Compared the amount of $25.1 million to the balance of procedure #35 and found it to be in
agreement.

Recalculated the amount of $0.1 million as the amount required to adjust the balance in
procedure #39 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $25.0 million as the sum of the balance in procedures #37 and #38,
as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $10.5 million to the management prepared schedule entitled
‘Calculation of Deemed Interest Adjustment (Bruce Only)’ and found it to be in agreement.





41.

42,

43.

44,

45.

46.

47.

Compared the amount of $38.0 million to the management prepared schedule entitled
‘Calculation of Deemed Interest Adjustment (incl Bruce)’ and found it to be in agreement. The
amount of $38.0 million was also recalculated as the product of items a through c below and
found it to be arithmetically correct:

a. $1,260.0 million which was compared to the item described as ‘2006 Average Asset
Retirement Obligation Net Book Value’ as per the management prepared schedule
entitled ‘Calculation of Deemed Interest Adjustment (incl Bruce)’ and found to be in
agreement; multiplied by

b. 55% which was compared to the item described as ‘Component % of Total Debt’ as per
Exhibit C1, Tab 2, Schedule 1 Table 5 of the Ontario Energy Board (“OEB”) Decision
updated March 14, 2008 and found to be in agreement; multiplied by

c. 5.48% which was compared to the item described as ‘Cost Rate % of Total Debt’ as per
Exhibit C1, Tab 2, Schedule 1 Table 5 of the OEB Decision updated March 14, 2008 and
found to be in agreement.

Recalculated the amount of $27.5 million as the sum of the balance of procedures #40 and #41,
as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $149.5 million to the management prepared schedule entitled
‘Schedule of Adjustments to Accounting Income for Tax Purposes as filed in 2006 Tax Return’ and
found it to be in agreement.

Recalculated the amount of $6.6 million as the sum of items a and b below and found it to be
arithmetically correct:

a. $2.5 million which was compared to Schedule 1, line 290 of the Darlington Inc. 2006 tax
return and found to be in agreement;

b. $4.1 million which was compared to Schedule 1, line 290 of the Pickering Inc. 2006 tax
return and found to be in agreement.

Recalculated the amount of $156.1 million as the total of the balance of procedures #43 and #44
and found it to be arithmetically correct.

Recalculated the amount of $120.6 million as the difference between the balance of procedures
#45 and #47 and found it to be arithmetically correct.

Recalculated the amount of $35.5 million as the sum of items a through j below and found it to
be arithmetically correct:

a. $1.0 million which was compared to the item described as ‘Regulated Non-deductible
meals/entertainment expenses’ as per the management prepared schedule entitled
2006 Tax Return Details’ and found to be in agreement;

b. $1.2 million which was compared to the item described as ‘Regulated Capital items
expensed’ as per the management prepared schedule ‘2006 Tax Return Details” and
found to be in agreement;

c. $6.6 million which was compared to the balance of procedure #44 and found to be in
agreement;

d. $3.3 million which was compared to the difference between the opening and closing
balance of SAP Account #24000 and found to be in agreement;





e. $5.6 million which was recalculated as the sum of items i through iv below and found to
be arithmetically correct:

i. $3.5 million which was compared to the item described as ‘2006 Year End
Actual’ for the ‘Low Level Waste Storage Building #10, Project #60112’ as per
the management prepared schedule entitled ‘NWMD Project Actuals for YTD
December 2006’ and found to be in agreement;

ii. $1.1 million which was compared to the item described as ‘2006 Year End
Actual’ for the ‘PUFDS Fac. Mods — Ultrasonic Inspection System, Project
#60111’ as per the management prepared schedule entitled ‘NWMD Project
Actuals for YTD December 2006’ and found to be in agreement;

iii. $0.9 million which was compared to the item described as ‘2006 Year End
Actual’ for the “WUFDS Fac. Mods. -2" DSC Transporter &Transfer Vehicle,
Project #60106’ as per the management prepared schedule entitled ‘NWMD
Project Actuals for YTD December 2006’ and found to be in agreement;

iv. $0.1 million which was compared to the item described as ‘2006 Year End
Actual’ for the ‘LLW Fac. Mods. — Transport & Work Equipment Storage, Project
#60109’ as per the management prepared schedule entitled ‘NWMD Project
Actuals for YTD December 2006’ and found to be in agreement;

f. $14.7 million which was compared to the items described as ‘Obsolete Material Write-
off, Additions’ and ‘Obsolete Material Write-off, Deductions’ as per the management
prepared schedule entitled ‘Ontario Power Generation Inc. T2-2006 December 31, 2006
Summary of Reserves’ and found to be in agreement;

g. $1.1 million which was compared to the difference in the opening and closing balance of
SAP Account #45198 and found to be in agreement;

h. $1.1 million which was compared to the item described as ‘Hydro One Demerger Costs,
Additions’ as per the management prepared schedule entitled ‘Ontario Power
Generation Inc. T2-2006 December 31, 2006 Summary of Reserves’ and found to be in
agreement;

i.  $2.0 million which was recalculated as the sum of items i and ii below and found to be
arithmetically correct:

i. $13.7 million which was compared to the item described as ‘2006 Amortization
Lease Payment Gain, Tax Permanent Difference’ as per the management
prepared schedule entitled ‘Amortization of Deferred Revenue - Bruce
reconciliation of SAP Account #55200’ found to be in agreement; less

ii. $11.7 million which was compared to the balance of SAP Account #5520000000
and found to be in agreement; less

j. $1.1 million which was agreed to the difference between the opening and closing
balance of SAP Account #466000 and found to be in agreement.

48. Compared the amount of $2.0 million to the balance of procedure #47 i and found it to be in
agreement.

49. Compared the amount of $15.5 million to the management prepared schedule entitled ‘Expenses
Excluded for Rate Determination’ and found it to be in agreement.





50. Recalculated the amount of $18.0 million as the sum of the balance in procedures #47, #48, and
#49, as represented in Schedule A, and found it to be arithmetically correct.

Deductions for Tax Purposes:

51. Compared the amount of $394.7 million to Schedule 1, line 403 of the 2006 OPG Inc. tax return

and found it to be in agreement.

52. Recalculated the amount of $155.8 million as the sum of items a through e below and found it to
be arithmetically correct:

a. $2.2 million which was compared to Schedule 1, line 403 of the Huron A Inc. 2006 tax
return and found to be in agreement;

b. $30.5 million which was compared to Schedule 1, line 403 of the Huron B Inc. 2006 tax
return and found to be in agreement;

c. $3.4 million which was compared to Schedule 1, line 403 of the Huron Common
Facilities Inc. 2006 tax return and found to be in agreement;

d. $18.1 million which was compared to Schedule 1, line 403 of the Darlington Inc. 2006
tax return and found to be in agreement;

e. $101.6 million which was compared to Schedule 1, line 403 of the Pickering Inc. 2006 tax
return and found to be in agreement.

53. Recalculated the amount of $550.5 million as the sum of the balance of procedures #51 and #52

and found it to be arithmetically correct.

54. Compared the amount of $196.6 million to the item described as ‘Total Unregulated CCA’ as per
the management prepared schedule entitled ‘Consolidated Regulated and Unregulated Capital
Cost Allowance Schedule — 2006 Actual’ and found it to be in agreement.

55. Recalculated the amount of $353.9 million as the difference between the balance of procedures
#53 and #54 and found it to be arithmetically correct.

56. Recalculated the amount of $43.2 million as the sum of items a and b below and found it to be
arithmetically correct:

a. $7.0 million which was compared to the item described as ‘OPG-Bruce Regulatory CCA’
as per the management prepared schedule entitled ‘Capital Cost Allowance Schedule —
2006 Actual’ and found to be in agreement;

b. $36.2 million which was compared to the item described as ‘Sub-Bruce Regulatory CCA’
as per the management prepared schedule entitled ‘Capital Cost Allowance Schedule —
2006 Actual’ and found to be in agreement.

57. Compared the amount of $4.3 million to the item described as ‘Audit Adjustment excluding
Bruce’ as per the management prepared schedule entitled ‘Capital Cost Allowance Schedule -
2006 Actual’ and found it to be in agreement.

58. Recalculated the amount of $306.4 million as the sum of the balance in procedures #55, #56 and

#57, as represented in Schedule A, and found it to be arithmetically correct.

59. Recalculated the amount of $153.4 million as the sum of items a through f below and found it to

be arithmetically correct:





60.

61.

62.

63.

64.

65.

66.

67.

68.

a. $12.7 million which was compared to the difference between the opening and closing
balance of SAP Account #47105 and found to be in agreement ;

b. $28.6 million which was compared to the difference between the opening and closing
balance of SAP Account #47107 and found to be in agreement ;

c. $9.6 million which was compared to the difference between the opening and closing
balance of SAP Account #47110 and found to be in agreement ;

d. $59.7 million which was compared to the difference between the opening and closing
balance of SAP Accounts #47122 to #47123 and found to be in agreement ;

e. $53.6 million which was compared to the difference between the opening and closing
balance of SAP Account #47203 and found to be in agreement ; less

f.  $10.8 million which was compared to the item described as ‘FAC 47203 Fossil
Decommission Costs’ as per the management prepared schedule entitled ‘Nuclear
Liabilities - Non segregated Fund expenditures’ and found to be in agreement.

Compared the amount of $153.4 million to the balance of procedure #59 and found it to be in
agreement.

Compared the amount of $153.4 million to the balance of procedure #59 and found it to be in
agreement.

Compared the amount of $45.0 million to the item described as “Bruce Nuclear Generator 2006
Total Costs Incurred” as per the management prepared schedule entitled “Internal & External
Funding for Nuclear ARO” and found it to be in agreement.

Recalculated the amount of $0.4 million as the amount required to adjust the balance in
procedure #64 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $108.0 million as the sum of the balance of procedures #61, #62 and
#63, as represented in Schedule A, and found it to be arithmetically correct.

Recalculated the amount of $824.5 million as the sum of items a and b below and found it to be
arithmetically correct:

a. $453.9 million which was compared to the balance of the ‘Contribution to nuclear fixed
asset removal and nuclear waste management funds’ line of the consolidated statement
of cash flows of the 2006 audited consolidated financial statements of OPG Inc. and
found to be in agreement;

b. $370.6 million which was compared to the balance of the ‘Earnings on nuclear fixed
asset removal and nuclear waste management funds’ line of the consolidated statement
of cash flows of the 2006 audited consolidated financial statements of OPG Inc. and
found to be in agreement.

Compared the amount of $824.5 million to the balance of procedure #65 and found it to be in
agreement.

Compared the amount of $824.5 million to the balance of procedure #65 and found it to be in
agreement.

Compared the amount of $212.0 million to the item described as ‘2006 Bruce Total Cash
Contributions’ as per the management prepared schedule entitled ‘ONFA fund contribution
profile split between Bruce/Pickering/Darlington’ and found it to be in agreement.





69.

70.

71.

72.

73.

74.

75.

76.

77.

78.

Compared the amount of $370.5 million to the sum of items a and b below and found it to be
arithmetically correct:

a. $370.6 million which was compared to the balance of procedure #65 b and found to be
in agreement; less

b. $0.1 million which was recalculated as the amount required to adjust the balance in
procedure #70 to a whole number and found it to be arithmetically correct.

Recalculated the amount of $242.0 million as the sum of the balance of procedures #67, #68 and
#69, as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $261.0 million to the balance of the ‘Contributions to pension fund’
line of the consolidated statement of cash flows of the 2006 audited consolidated financial
statements of OPG Inc. and found to be in agreement.

Compared the amount of $261.0 million to the balance of procedure #71 and found it to be in
agreement.

Compared the amount of $54.0 million to the item described as ‘Unregulated Pension Plan
Contributions’ as per the management prepared schedule entitled ‘2006 Tax Return Details’ and
found it to be in agreement.

Recalculated the amount of $207.0 million as the difference between the balance of procedures
#72 and #73 and found it to be arithmetically correct.

Compared the balance of $207.0 million to the balance of procedure #74 and found it to be in
agreement.

Recalculated the amount of $68.3 million as the sum of items a through c below and found it to
be arithmetically correct:

a. $68.7 million which was compared to the balance of the ‘Expenditures on other
post-employment benefits and supplementary pension plans’ line of the consolidated
statement of cash flows of the 2006 audited consolidated financial statements of OPG
Inc. and found to be in agreement;

b. $1.5 million which was compared to Schedule 1, line 392 of the OPG Inc. 2006 tax return
and found to be in agreement; less

c. $1.9 million which was compared to Schedule 1, line 290 of the OPG Inc. 2006 tax return
and found to be in agreement.

Compared the amount of $68.3 million to the balance of procedure #76 and found it to be in
agreement.

Recalculated the amount of $13.9 million as the sum of item a through c below and found it to be
arithmetically correct:

a. $14.0 million which was compared to the item described as ‘Increase in OPEB liability
for the period — Cash payments’ as per the management prepared schedule entitled
2006 Tax Return Details’ and found to be in agreement;

b. $0.3 million which was compared to the item described as ‘Unregulated 2006 OPEB
payments made in the first 179 days of 2007’ as per the management prepared
schedule entitled ‘2006 Tax Return Details’ and found to be in agreement; less





79.

80.

81.

82.

83.

84.

85.

86.

87.

88.

89.

90.

91.

92.

c. 50.4 million which was compared to the item described as ‘Unregulated 2005 OPEB
payments made in the first 179 days of 2006’ as per the management prepared
schedule entitled ‘2006 Tax Return Details’ and found to be in agreement.

Recalculated the amount of $54.4 million as the difference between the balance of procedures
#77 and #78 and found it to be arithmetically correct.

Recalculated the amount of $0.6 million as the amount required to adjust the balance in
procedure #81 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $55.0 million as the sum of the balance of procedures #79 and #80,
as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $12.6 million to the difference in the opening and closing balance of
SAP Account #19000 and found it to be in agreement.

Compared the amount of $12.6 million to the balance of procedure #82 and found it to be in
agreement.

Compared the amount of $12.6 million to the balance of procedure #82 and found it to be in
agreement.

Recalculated the amount of $12.4 million as the difference between the balance of procedures
#39 and #84 and found it to be arithmetically correct.

Recalculated the amount of $25.0 million as the sum of the balance of procedures #84 and #85,
as represented in Schedule A, and found it to be arithmetically correct.

Recalculated the amount of $14.5 million as the sum of items a and b below and found it to be
arithmetically correct:

a. $14.2 million which was compared to Schedule 1, line 390 of the 2006 OPG Inc. tax
return and found to be in agreement;

b. $0.3 million which was recalculated as the amount required to obtain a balance of $14.5
million and found to be arithmetically correct.

Recalculated the amount of $6.8 million as difference between the balance of procedures #89
and #87 and found it to be arithmetically correct.

Compared the amount of $21.3 million to note 5 of the 2006 audited consolidated financial
statements of OPG Inc. and found it to be in agreement.

Recalculated the amount of $6.4 million as the sum of items a and b below and found it to be
arithmetically correct:

a. $4.3 million which was compared to the item described as ‘Total Unregulated’ as per the
management prepared schedule entitled ‘Interest Capitalized for the twelve months
ended December 31, 2006’ and found to be in agreement;

b. $2.1 million which was compared to the item described as ‘Total Other Unregulated’ as
per the management prepared schedule entitled ‘Interest Capitalized for the twelve
months ended December 31, 2006’ and found to be in agreement.

Recalculated the amount of $14.9 million as the difference between the balance of procedures
#89 and #90 and found it to be arithmetically correct.

Compared the amount of $14.9 million to balance of procedure #91 and found it to be in
agreement.





93.

94.

95.

96.

97.

98.

99.

Compared the amount of $144.2 million to the management prepared schedule entitled
‘Schedule of Deductions Allowed for Tax Purposes as filed in 2006 Tax Return’ and found it to be
in agreement.

Compared the amount of $144.2 million to the balance of procedure #93 and found it to be in
agreement.

Recalculated the amount of $123.9 million as the difference between the balance of procedures
#94 and #96 and found it to be arithmetically correct.

Compared the amount of $20.3 million to the management prepared schedule entitled ‘Schedule
of Other Deductions to Regulated Taxable Income’ and found it to be in agreement.

Compared the amount of $13.7 million to balance of procedure #47 i i and found it to be in
agreement.

Compared the amount of $7.3 million to the management prepared schedule entitled ‘Income
booked in current year but earned in prior year’ and found it to be in agreement.

Recalculated the amount of $0.7 million as the sum of the balance of procedures #96, #97 and
#98, as represented in Schedule A, and found it to be arithmetically correct.





To: Ontario Power Generation Inc.

As specifically agreed, we have performed the accompanying procedures in connection with
Ontario Power Generation Inc.'s (“OPG Inc.” or the “Company"”) report on the Reconciliation of
Tax Return to Requlatory Tax Expense (Schedule A) for the year ended December 31, 2007 as
outlined in the attached list of procedures (Schedule B).

As a result of applying the accompanying procedures in Schedule B, we found no exceptions.
However, these procedures do not constitute an audit of the Company’s Reconciliation of Tax
Return to Requlatory Tax Expense, and therefore we express no opinion on the financial

information.

This report is for use solely in connection with OPG Inc.’s filing with the Ontario Energy Board.

éhm’: *%maa LLP

Toronto, Canada, L"Flartcrcd Accpunmms 1
April 7, 2010. Licensed Public Accountants

i” ERNST & YOUNG A member firm of Ernst & Young Global Limited





Schedule A

Reconciliation of Tax Return to Regulatory Tax Expense
Year Ending December 31, 2007

2007 Tax Return Adjustments
1 2 3 4 5 6 7 8
Line Particulars OPG Other Revised
No. Parent Subs Total UnReg Regulated Bruce Adj Regulatory
Determination of Taxable Income
1 |Earnings Before Tax 1 510.2 2 (33.3) 3 476.9 a4 (375.1) 5 101.8 6 (147.1) 7 (185.8) 8 (231.1)
Adj negative earnings to $0 9 231.1 10 231.1
510.2 (33.3) 476.9 (375.1) 101.8 (147.1) 45.3 -
Additions for Tax Purposes:
2 | Depreciation 11 553.2 12 65.8 13 619.0 14 (179.0) 15 4400 16 (76.6) 17 (53.0) 18 310.4
3 Nuclear Waste Management Expenses 19 650.3 - 20 650.3 - 21 650.3 | 22 (53.8) 23 (571.3) 24 25.2
4 | Receipts from Nuclear Segregated Funds 25| 119.2 - 26 119.2 - 27 119.2| 28 (24.0) 29 (0.2) 30 95.0
5 | Pension and OPEB/SPP Accrual* 31 488.7 - 32 488.7 33 (105.0) 34 383.7 35 0.3 36 384.0
6 One-Time Adjustment: P2P3 Inventory Write-offs - - - - -
7 One-Time Adjustment: P2P3 CIP Write-offs - - - - -
8 Regulatory Asset Amortization - PARTS Deferred Costs 37| 95.5 38 95.5 39 95.5 40 (0.5) a 95.0
Regulatory Asset Amortization - Nucl Development _ _ B _ _
9 Deferral & Capnacitv Refurbishment Variance
10 | Regulatory Asset Amortization - Nucl Liability Deferral - - - - -
11 | First Nations Past Grievances Provision 42 271 43 271 44 271 45 (0.1) 46 27.0
12 | Adjustment Related to Duplicate Interest Deduction - - - a7 (8.7) 48 34.0 49 25.3
13 | Lennox impairment - - - - -
14 | Other 50 87.5 51 0.1 52 87.6 53 (55.7) 54 31.9] 55 (2.0) 56 (3.9) 57 26.0
15 |Total Additions 2,021.5 65.9 2,087.4 (339.7) 1,747.7 (165.1) (594.7) 987.8
Deductions for Tax Purposes:
16 | CCA 58 528.4 59 33.4 60 561.8 61 (198.5) 62 363.3| 63 (39.7) 64 17.7) 65 305.9
17 | Cash Expenditures for Nuclear Waste & Decommissioning 66| 169.9 67 169.9 - 68 169.9| 69 (67.0) 70 0.1 4l 103.0
18 | Contributions to Nuclear Segregated Funds and Earnings 72] 1,269.2 73 1,269.2 - 74 1,269.2| 75 (563.0) 76 (481.2) 77 225.0
19 | Pension Plan Contributions 78 268.0 79 268.0 80 (57.0) 81 211.0 - - 82 211.0
20 | OPEB/SPP Payments 83 72.8 84 72.8 85 (15.0) 86 57.8 - 87 (0.8) 88 57.0
21 | Regulatory Asset Deduction - PARTS Deferred Costs 89 30.6 20 30.6 91 30.6 92 64.4 93 95.0
Regulatory Asset Deduction - Nucl Development _ _ B _ _ _
22 | peferral & Capacitv Refurbishment Variance
23 | Regulatory Asset Deduction - Nucl Liability Deferral 94 130.5 95 130.5 96 130.5 - 97 (130.5) -
24 | Construction In Progress Interest Capitalized 98| 414 929 414 100 (15.6) 101 25.8 102 (25.8) -
25 | Other 103 89.6 104 0.1 105 89.7 106 (25.8) 107 63.9 | 108 (13.7) 109 (20.9)] 110 29.3
26 |Total Deductions 2,600.4 33.5 2,633.9 (311.9) 2,322.0 (683.4) (612.4) 1,026.2
27 |Net Income/(Loss) for income tax purposes (68.7) (0.9) (69.6) (402.9) (472.5) 371.2 63.0 (38.3)
28 Taxable Income - - - (402.9) (402.9) 371.2 63.0 (38.3)
Tax Loss Carryforward Balances
28 |Opening Balance (150.2)
29 Income/(loss) for the Year (38.3)
30 |Closing Balance (188.5)






SCHEDULE B

For purposes of this report, we have performed the following procedures, which were
applied to the items on the Year 2007 Reconciliation of Tax Return to Regulatory Tax
Expense schedule (Schedule A). The procedures and findings described below apply to
such items on the Year 2007 Reconciliation of Tax Return to Regulatory schedule as
indicated by the bolded number assigned to each item. In all cases where we noted
agreement of amounts to financial statements, such agreement is after rounding and/or
truncating as deemed appropriate by the Company. In those instances where our
procedures consisted of comparing an amount to a management prepared schedule, we
have not further compared the amounts on the schedule to the Company's books of
account unless otherwise noted.

Determination of Taxable Income
Earnings Before Tax

1. Recalculated the amount of $510.2 million as the sum of items a through c below and found it
to be arithmetically correct:

a. S$561.2 million which was compared to the item described as ‘Net income after taxes
and extraordinary items per financial statements’ as per Schedule 1 of the 2007 OPG
Inc. income tax return (“tax return”) and found to be in agreement;

b. $1.0 million which was compared to the ‘Current income tax expense’ line in the
consolidated statement of income of the 2007 audited consolidated financial
statements of OPG Inc. and found to be in agreement;

c. ($52.0) million which was compared to the ‘Future income tax recovery’ line in the
consolidated statement of income of the 2007 audited consolidated financial
statements of OPG Inc. and found to be in agreement.

2. Recalculated the amount of $33.3 million as the difference between the balance of
procedures #1 and #3 and found it to be arithmetically correct.

3. Compared the amount of $476.9 million to the balance of the ‘Income before income taxes’
line in the consolidated statement of income of the 2007 audited consolidated financial
statements of OPG Inc. and found it to be in agreement.

4. Compared the amount of $375.1 million to the ‘Unregulated Hydro-Electric Income before
other gains’ balance as per note 18 of the 2007 audited consolidated financial statements of
OPG Inc. and found it to be in agreement.

5. Recalculated the amount of $101.8 million as the difference between the balance of
procedures #3 and #4 and found it to be arithmetically correct.

6. Recalculated the amount of $147.1 million as the total of items a and b below and found it to
be arithmetically correct:

a. $167.8 million which was compared to the item described as ‘2007 Regulatory Earnings’

as per the management prepared schedule entitled ‘Regulatory Earnings to be Used for

Tax Purposes’ and found to be in agreement; less





b. $20.7 million which was compared to note 7 of the audited consolidated financial
statements of OPG Inc. and found it to be in agreement.

7. Compared the amount of $185.8 million to the item described as ‘Other Adjustments Excluding
Bruce’ as per the management prepared schedule entitled ‘Allocation of Regulatory EBT to
Regulated Facilities Excluding Bruce’ and found it to be in agreement.

8. Recalculated the amount of $231.1 million as the sum of the balance of procedures #5, #6 and
#7, as represented in Schedule A, and found it to be arithmetically correct.

9. Compared the amount of $231.1 million to the item described as ‘Regulatory Losses’ as per the
management prepared schedule entitled ‘Ontario Power Generation December 31, 2007,
Regulatory Losses borne by OPG Shareholder’ and found it to be in agreement.

10. Compared the amount of $231.1 million to the balance of procedure #9 and found it to be in
agreement.

Additions for Tax Purposes:

11. Compared the amount of $553.2 million to Schedule 1, line 104 of the 2007 OPG Inc. tax return
and found the amount to be in agreement. Recalculated the amount of $553.2 million as the
total of items a through i below and found it to be arithmetically correct:

a. $694.8 million which was compared to the balance of the ‘Depreciation and
amortization’ line of the consolidated statement of cash flows of the 2007 audited
consolidated financial statements of OPG Inc. and found to be in agreement; less

b. $65.8 million which was compared to the dollar value of the balance of procedure #12
and found to be in agreement; less

c. $14.0 million which was compared to the balance of SAP Accounts #7415300000 and
#74153000001 and found to be in agreement; less

d. $9.1 million which was compared to the balance of SAP Accounts #64003, #64004 and
#64006 and found to be in agreement; less

e. $10.6 million which was compared to the item described as ‘depreciation’ per the
Brighton Beach Power 2007 unaudited financial statements, multiplied by 50% and
found to be in agreement; less

f.  $0.4 million which was compared to the item described as ‘depreciation’ per the Huron
Wind L.P. 2007 unaudited financial statements, multiplied by 50% and found to be in
agreement; add

g. $56.6 million which was compared to the item described as ‘Nuclear Liability Regulatory
Deferral — Depreciation’ as per the management prepared schedule entitled ‘Ontario
Power Generation Inc.” and found to be in agreement; less

h. $2.8 million which was compared to SAP Account #6854 and found to be in agreement;
less

i.  $95.5 million which was compared to SAP Account #6206 and found to be in agreement.

12. Compared the amount of $65.8 million for the subsidiaries to the sum of items a through c
below and found it to be arithmetically correct:





13.

14.

15.

16.

a. S$4.8 million which was compared to the item described as ‘depreciation’ as per the
Huron Common Facilities Inc. 2007 unaudited financial statements and found to be in
agreement;

b. $15.0 million which was compared to the item described as ‘depreciation’ as per the
Huron B Inc. 2007 unaudited financial statements and found to be in agreement; and

c. $46.0 million which was compared to the item described as ‘depreciation’ as per the
Huron A Inc. 2007 unaudited financial statements and found to be in agreement.

Recalculated the amount of $619.0 million as the total of items a and b below and found to be
arithmetically correct:

a. $633.0 million which was compared to the total of SAP Accounts beginning with #741
and found to be in agreement; less

b. $14.0 million which was compared to the sum of balance #11 ¢ and found to be in
agreement.

Recalculated the amount of $179.0 million as the total of items a and b noted below and found
it to be arithmetically correct:

a. $619.0 million which was compared to the balance of procedure #13 and found to be in
agreement; less

b. $440.0 million which was compared to the balance of procedure #15 and found to be in
agreement.

Recalculated the amount of $440.0 million as the sum of items a through e noted below and
found it to be arithmetically correct:

a. $65.8 million which was compared to the balance of procedure #12 and found to be in
agreement;

b. $300.9 million which was compared to the balance in SAP Account #7411 for the
business units of Niagara, St. Lawrence (Saunders), Darlington, Pickering, Pickering
Waste (Company Codes #9817, 9823, 9807, 9820, 9821) and found to be in agreement;

c. $60.6 million which was compared to SAP Accounts #7411-74152 for the following
business areas: Nuclear Head Office and Support; Darlington NGS; Inspection Services
Division; Pickering NGS; Niagara Plant Group, and Saunders and found to be in
agreement;

d. $11.5 million which was compared to the item described as ‘MFA & Other Depreciation’
as per the management prepared schedule entitled ‘2007 Depreciation for Regulated
Business’ and found to be in agreement;

e. $1.2 million which was compared to the sum of the items described as ‘Rounding’ as per
the management prepared schedule entitled ‘2007 Depreciation for Regulated Business’
and found to be in agreement.

Recalculated the amount of $76.6 million as the total of items a through c below and found it to
be arithmetically correct:

a. $120.6 million which was compared to the item described as ‘2007 Bruce Depreciation’
as per the management prepared schedule entitled ‘Reconciliation of Depreciation’ and
found to be in agreement; less





17.

18.

19.

20.

21.

22.

b. $44.5 million which was compared to the item described as ‘2007 Waste Management
included in Bruce depreciation’ as per the management prepared schedule entitled
‘Reconciliation of Depreciation’ and found to be in agreement; add

c. $0.5 million which was compared to the item described as ‘Rounding’ as per the
management prepared schedule entitled ‘Reconciliation of Depreciation’ and found to
be in agreement.

Recalculated the amount of $53.0 million as the sum of items a and b below and found it to be
arithmetically correct:

a. $55.8 million which was compared to SAP Account #6850 and found to be in agreement;
less

b. $2.8 million which was compared to SAP Account #6854 and found to be in agreement.

Recalculated the amount of $310.4 million as the sum of the balance of procedures #15, #16,
and #17, as represented in Schedule A, and found it to be arithmetically correct.

Recalculated the amount of $650.3 million as the total of items a to d below and found it to be
arithmetically correct:

a. $37.0 million which was compared to the item described as ‘Cash Received from Bruce’
as per the management prepared schedule entitled ‘Provisions LLW and ILW’ and found
to be in agreement;

b. $38.8 million which was compared to the sum of SAP Accounts #64001 to #64004 and
found to be in agreement;

c. S$574.2 million which was compared to the sum of SAP Accounts #64102 to #64106 and
found to be in agreement; less

d. ($0.3) million which was compared to the difference between the opening and closing
balance of SAP Account #47125 and found to be in agreement.

Compared the amount of $650.3 million to the balance of procedure #19 and found it to be in
agreement.

Compared the amount of $650.3 million to the balance of procedure #19 and found it to be in
agreement.

Recalculated the amount of $53.8 million as the sum of items a through e below and found it to
be arithmetically correct:

a. ($14.0) million which was compared to SAP Account #47109 and found to be in
agreement;

b. $2.7 million which was compared to SAP Account #64004 and found to be in agreement;

c. ($32.1) million which was compared to SAP Account #47106 and found to be in
agreement;

d. $6.4 million which was compared to SAP Account #64003 and found to be in agreement;
and

e. ($16.8) million which was compared to the item described as ‘Bruce & Other Nuclear
Gross margin electricity generation sales’ as per the OPG Inc. internal report entitled
‘Business Unit Summary - Consolidated Statement of Income for the 12 months ended
December 31, 2007’ and found to be in agreement.





23.

24,

25.

26.

27.

28.

29.

30.

31.

32.

33.

Recalculated the amount of $571.3 million as the total of items a and b below and found it to
be arithmetically correct:

a. $574.1 million which was compared to sum of SAP Accounts #64102 to #64106 and
found to be in agreement; less

b. $2.8 million which was compared to the balance of SAP Account #6854 and found to be
in agreement.

Recalculated the amount of $25.2 million as the sum of the balance of procedures #21, #22 and
#23, as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $119.2 million to the balance of the ‘Reimbursement of expenditures
on nuclear fixed asset removal and nuclear waste management’ line of the consolidated
statement of cash flows of the 2007 audited consolidated financial statements of OPG Inc. and
found it to be in agreement.

Compared the amount of $119.2 million to the balance of procedure #25 and found it to be in
agreement.

Compared the amount of $119.2 million to the balance of procedure #25 and found it to be in
agreement.

Compared the amount of $24.0 million to the item described as ‘2007 Bruce Nuclear Generator
ONFA Funded’ as per the management prepared schedule entitled ‘Internal & External Funding
for Nuclear ARO’ and found it to be in agreement.

Recalculated the amount of $0.2 million as the amount required to adjust the balance of
procedure #30 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $95.0 million as the sum of the balance of procedures #27, #28 and
#29, as represented in Schedule A, and found it to be arithmetically correct.

Recalculated the amount of $488.7 million as the sum of items a through c below and found it
to be arithmetically correct:

a. $243.6 million which was compared to the balance of the ‘Pension cost’ line of the
consolidated statement of cash flows of the 2007 audited consolidated financial
statements of OPG Inc. and found to be in agreement;

b. $243.6 million which was compared to the balance of the ‘Other post employment
benefits and supplementary pension plans’ line of the consolidated statement of cash
flows of the 2007 audited consolidated financial statements of OPG Inc. and found to be
in agreement;

c. S$1.5 million which was compared to Schedule 1, line 290 of the 2007 OPG Inc. tax return
and found to be in agreement.

Compared the amount of $488.7 million to the balance of procedure #31 and found it to be in
agreement.

Recalculated the amount of $105.0 million as the sum of items a through ¢ below and found it
to be arithmetically correct:

a. $52.0 million which was compared to the item described as ‘Unregulated Non-
Deductible Pension Accruals’ as per the management prepared schedule entitled ‘2007
Tax Return Details’ and found to be in agreement;





34.

35.

36.

37.

38.

39.

40.

41.

42,

43,

44,

45.

46.

47.

48.

b. $52.0 million which was compared to the item described as ‘Unregulated Increase in
Other Post-Employment Benefits (“OPEB”) liability for the period and OPEB accrual
addback’ as per the management prepared schedule entitled 2007 Tax Return Details’
and found to be in agreement;

c. $1.0 million which was compared to the item described as ‘Unregulated 2006 OPEB
payments made in the first 179 days of 2007’ as per the management prepared
schedule entitled ‘2007 Tax Return Details’ and found to be in agreement.

Recalculated the amount of $383.7 million as the difference between the balance of
procedures #32 and #33 and found it to be arithmetically correct.

Recalculated the amount of $0.3 million as the amount required to adjust the balance of
procedure #36 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $384.0 million as the sum of the balance of procedures #34 and
#35 and found it to be arithmetically correct.

Compared the amount of $95.5 million to the balance of SAP Account #6206 and found it to be
in agreement.

Compared the amount of $95.5 million to the balance of procedure #37 and found it to be in
agreement.

Compared the amount of $95.5 million to the balance of procedure #37 and found it to be in
agreement.

Recalculated the amount of $0.5 million as the amount required to adjust the balance of
procedure #41 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $95.0 million as the sum of the balance of procedures #39 and #40,
as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $27.1 million to the item described as ‘Regulated Increase Provision -
Akwesasne’ as per the management prepared schedule entitled ‘2007 Legal Provision” and
found it to be in agreement.

Compared the amount of $27.1 million to the balance of procedure #42 and found it to be in
agreement.

Compared the amount of $27.1 million to the balance of procedure #42 and found it to be in
agreement.

Recalculated the amount of $0.1 million as the amount required to adjust the balance of
procedure #46 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $27.0 million as the sum of the balance of procedures #44 and #45,
as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $8.7 million to the management prepared schedule entitled
‘Calculation of Deemed Interest Adjustment — Bruce Only’ and found it to be in agreement.
Compared the amount of $34.0 million to the management prepared schedule entitled
‘Calculation of Deemed Interest Adjustment (incl Bruce)’ and found it to be in agreement. The
amount of $34.0 million was also recalculated as the product of items a through c below and
found it to be arithmetically correct:

a. $1,116.0 million which was compared to the item described as ‘2007 Average Asset
Retirement Obligation Net Book Value’ balance as per the management prepared





49.

50.

51.

52.

53.

54.

working paper entitled ‘Calculation of Deemed Interest Adjustment (incl Bruce)’ and
found to be in agreement; multiplied by

b. 55% which was compared to the item described as ‘Component % of Total Debt’ as per
Exhibit C1, Tab 2, Schedule 1 Table 4 of the Ontario Energy Board (“OEB”) Decision
updated March 14, 2008 and found to be in agreement; multiplied by

c. 5.54% which was compared to the item described as ‘Cost Rate % of Total Debt’ as per
Exhibit C1, Tab 2, Schedule 1 Table 4 of the OEB Decision updated March 14, 2008 and
found to be in agreement.

Recalculated the amount of $25.3 million as the sum of the balance of procedures #47 and #48,
as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $87.5 million to the management prepared schedule entitled
‘Schedule of Adjustments to Accounting Income for Tax Purposes as filed in the 2007 tax return’
and found it to be in agreement.

Recalculated the amount of $0.1 million as the sum of items a and b below and found it to be
arithmetically correct:

a. $0.08 million which was compared to Schedule 1, line 290 of the 2007 Huron A Inc.
income tax return and found to be in agreement; and

b. $0.02 million which was compared to Schedule 1, line 290 of the 2007 Huron B Inc.
income tax return and found to be in agreement.

Recalculated the amount of $87.6 million as the sum of the balance of procedures #50 and #51
and found to be arithmetically correct.

Recalculated the amount of $55.7 million as the difference between the balance from
procedures #52 and #54 and found it to be arithmetically correct.

Recalculated the amount of $31.9 million as the sum of items a through i below and found it to
be arithmetically correct:

a. $1.5 million which was compared to the item described as ‘Regulated Charitable
Donations’ as per the ‘2007 Tax Return Details’ worksheet prepared by management
and found to be in agreement;

b. $1.4 million which was compared to the item described as ‘Regulated Non-deductible
meals/entertainment expenses’ as per the management prepared schedule entitled
2007 Tax Return Details’ and found to be in agreement;

c. $10.4 million which was recalculated as the sum of items i through vi below and found
to be arithmetically correct:

i. $1.4 million which was compared to the balance of SAP Account #6200024000
for business areas: Darlington NGS; Inspection Services Division; Niagara Plant
Group; Nuclear Head Office and Support; Pickering NGS, and Saunders and
found to be in agreement;

ii. $4.4 million which was compared to the item described as ‘Information Systems
Group Regulated’ as per the management prepared schedule entitled
‘Computer Expensed (FAC 62xxxx24000)’ and found to be in agreement;

iii. $0.4 million which was compared to the balance of SAP Account #6200024200
for business areas: Darlington NGS; Inspection Services Division; Niagara Plant





Group; Nuclear Head Office and Support; Pickering NGS; and found to be in
agreement;

iv. $3.0 million which was compared to the item described as ‘Information Systems
Group Regulated’ as per the management prepared schedule entitled “MFA
Summary — 2007 TR” and found to be in agreement;

v. $0.6 million which was compared to the balance of SAP Account #6200024400
for business areas: Inspection Services Division and Nuclear Head Office and
Support and found to be in agreement;

vi. $0.6 million which was compared to the balance of SAP Account #6200024500
for business areas: Darlington NGS; Inspection Services Division; Nuclear Head
Office and Support and Pickering NGS; and found to be in agreement.

$1.8 million which was compared to the management prepared schedule entitled
‘Uranium Derivative Valuation’ and found to be in agreement;

$1.6 million which was compared to the item described as ‘Regulatory Liabilities’ as per
the management prepared schedule entitled ‘Regulatory Assets/Liabilities Summary of
Adjustment’ and found to be in agreement;

$2.0 million which was recalculated as the sum of items i and ii below and found to be
arithmetically correct:

i. $11.7 million which was compared to the balance of SAP Account #5520000000
and found to be in agreement; less

ii. $13.7 million which was compared to the item described as ‘2007 Amortization
Lease Payment Gain, Tax Permanent Difference’ as per the management
prepared schedule entitled ‘Amortization of Deferred Revenue - Bruce
reconciliation of SAP Account #55200” and found to be in agreement.

$5.0 million which was compared to the item described as ‘IMS Provision Additions’ as
per the management prepared schedule entitled ‘Ontario Power Generation Inc.
T2-2007 Summary of Reserves’ and found to be in agreement;

$8.1 million which was compared to the item described as ‘Rio Algom Additions’ as per
the management prepared schedule entitled ‘Ontario Power Generation Inc. T2-2007
Summary of Reserves’ and found to be in agreement;

$0.1 million which was agreed to the balance of procedure #51 and found to be in
agreement.

55. Compared the amount of $2.0 million to the dollar value of procedure #54 f and found it to be

in agreement.

56. Recalculated the amount of $3.9 million as the sum of items a through c below and found it to

be arithmetically correct:

a.

$1.8 million which was compared to the balance of procedure #54 d and found to be in
agreement;

$1.6 million which was compared to the balance of procedure #54 e and found to be in
agreement;

$0.5 million which was recalculated as the amount required to adjust the balance of
procedure #57 to a whole number and found to be arithmetically correct.





57.

Recalculated the amount of $26.0 million as the sum of procedures #54, #55 and #56, as
represented in Schedule A, and found it to be arithmetically correct.

Deductions for Tax Purposes:

58.

59.

60.

61.

62.

63.

64.

65.

66.

Compared the amount of $528.4 million to Schedule 1, line 403 of the 2007 OPG Inc. tax return
and found it to be in agreement.
Recalculated the amount of $33.4 million as the sum of items a through ¢ below and found it to
be arithmetically correct:
a. $2.0 million which was compared to Schedule 1, line 403 of the 2007 Huron A Inc.’s
income tax return and found to be in agreement;
b. $28.6 million which was compared to Schedule 1, line 405 of the 2007 Huron B Inc.’s
income tax return and found to be in agreement;
c. $2.8 million which was compared to Schedule 1, line 403 of the 2007 Huron Common
Facilities Inc. income tax return and found to be in agreement.
Recalculated the amount of $561.8 million as the sum of the balance of procedures #58 and
#59 and found it to be arithmetically correct.
Compared the amount of $198.5 million to the item described as ‘Total Unregulated CCA’ as
per the management prepared schedule entitled “2007 Actual Consolidated Regulated and
Unregulated Capital Cost Allowance Schedule” and found it to be in agreement.
Recalculated the amount of $363.3 million as the difference between the balance of
procedures #60 and #61 and found it to be arithmetically correct.
Recalculated the amount of $39.7 million as the sum of the items a and b below and found the
amount to be arithmetically correct:
a. $6.3 million which was compared to the amount described as “OPG-Bruce Regulated
CCA” as per the management prepared schedule entitled ‘Ontario Power Generation
Inc. Consolidated Regulated and Unregulated Capital Cost Allowance Schedule —2007
Actual’ and found to be in agreement;
b. $33.4 million which was compared to the amount described as “Sub-Bruce Regulated
CCA” as per the management prepared schedule entitled ‘Ontario Power Generation
Inc. Consolidated Regulated and Unregulated Capital Cost Allowance Schedule — 2007
Actual’ and found to be in agreement.
Compared the amount of $17.7 million to the item described as ‘Audit Adjustment excluding
Bruce’ as per the management prepared schedule entitled ‘Ontario Power Generation Inc.
Consolidated Regulated Capital Cost Allowance Schedule — 2007 Actual’ and found to be in
agreement.
Recalculated the amount of $305.9 million as the sum of the balance of procedures #62, #63
and #64, as represented in Schedule A, and found it to be arithmetically correct.
Recalculated the amount of $169.9 million as the total of items a through f below and found
the amount to be arithmetically correct:
a. $16.6 million which was compared to the difference in the opening and closing balance
of SAP Account #47105 and found to be in agreement;





67.

68.

69.

70.

71.

72.

73.

b. $34.9 million which was compared to the difference in the opening and closing balance
of SAP Account #47107 and found to be in agreement;
c. $27.1 million which was compared to the difference in the opening and closing balance
of SAP Account #47110 and found to be in agreement;
d. $64.2 million which was compared to the difference in the opening and closing balance
of SAP Accounts #47122 to #47123 and found to be in agreement;
e. $54.9 million which was recalculated as the sum of items i through iii below and found
to be arithmetically correct:
i. $40.9 million which was compared to the difference in the opening and closing
balance of SAP Account #47203 and found to be in agreement;
ii. $17.6 million which was compared to the item described as “Lakeview

|”

Decommissioning Reversal” as per the management prepared schedule entitled
‘Waste Management Decommissioning Provision Continuity’ and found to be in
agreement; less

iii. $3.6 million which was compared to the “Fossil Decommissioning Costs”
balance as per the management prepared schedule entitled ‘Management
Decommissioning Provision Continuity’ and found to be in agreement; less

f.  $27.8 million which was compared to the item described as “NWMD fixed assets
charged to Nuclear provision” included in the Miscellaneous Additions attachment to
Schedule 1, line 292 of the 2007 OPG Inc. tax return and found to be in agreement.

Compared the balance of $169.9 million to the balance of procedure #66 and found it to be in

agreement.

Compared the balance of $169.9 million to the balance of procedure #66 and found it to be in

agreement.

Compared the amount of $67.0 million to the item described as ‘2007 Bruce Nuclear Generator

Total Costs Incurred’ as per the management prepared schedule entitled ‘Internal & External

Funding for Nuclear ARO’ and found it to be in agreement.

Recalculated the amount of $0.1 million as the amount required to adjust the balance of

procedure #71 to a whole number and found the calculation to be arithmetically correct.

Recalculated the amount of $103.0 million as the sum of the balance of procedures #68, #69

and #70, as represented in Schedule A, and found it to be arithmetically correct.

Recalculated the amount of $1,269.2 million as the sum of items a and b below and found it to

be arithmetically correct:

a. $788.4 million which was compared to the balance of the ‘Contribution to nuclear fixed
asset removal and nuclear waste management funds’ line of the consolidated
statement of cash flows of the 2007 audited consolidated financial statements of OPG
Inc. and found to be in agreement;

b. $480.8 million which was compared to the item described as 'OPG Parent Earnings
from Seg Fund' as per the management prepared schedule entitled '2007 Tax Return
Details' and found to be in agreement.

Compared the amount of $1,269.2 million to the balance of procedure #72 and found it to be in

agreement.





74,

75.

76.

77.

78.

79.

80.

81.

82.

83.

84.

85.

86.

87.

88.

89.

Compared the amount of $1,269.2 million to the balance of procedure #72 and found it to be in
agreement.
Compared the amount of $563.0 million to the item described as ‘2007 Bruce Total Cash
Contributions’ as per the management prepared schedule entitled ‘ONFA fund contribution
profile split between Bruce/Pickering/Darlington’ and found it to be in agreement.
Compared the amount of $481.2 million to the sum of items a and b below and found it to be
arithmetically correct:

a. $481.0 million which was compared to the balance of procedure #72 b and found to be

in agreement;
b. $0.2 million which was recalculated as the amount required to adjust the balance of
procedure #77 to a whole number and found to be arithmetically correct.

Recalculated the amount of $225.0 million as the sum of the balance of procedures #74, #75
and #76, as represented in Schedule A, and found it to be arithmetically correct.
Compared the amount of $268.0 million to the balance of the “Contribution to pension fund”
line of the consolidated statement of cash flows of the 2007 audited consolidated financial
statements of OPG Inc. and found to be in agreement.
Compared the amount of $268.0 million to the balance of procedure #78 and found it to be in
agreement.
Compared the amount of $57.0 million to the item described as ‘Unregulated Pension Plan
Contributions’ as per the management prepared schedule entitled ‘2007 Tax Return Details’
and found it to be in agreement.
Recalculated the amount of $211.0 million as the difference between the balance of
procedures #79 and #80 and found it to be arithmetically correct.
Compared the amount of $211.0 million to the balance of procedure #81 and found it to be in
agreement.
Compared the amount of $72.8 million to the balance of the ‘Expenditures on other
post-employment benefits and supplementary pension plans’ line of the consolidated
statement of cash flows of the 2007 audited consolidated financial statements of OPG Inc. and
found it to be in agreement.
Compared the amount of $72.8 million to the balance of procedure #83 and found it to be in
agreement.
Compared the amount of $15.0 million to the item described as ‘Unregulated OPEB/SPP
Payments’ as per the management prepared schedule entitled ‘2007 Tax Return Details’ and
found it to be in agreement.
Recalculated the amount of $57.8 million as the difference between the balance of
procedures #84 and #85 and found it to be arithmetically correct.
Recalculated the amount of $0.8 million as the amount required to adjust the balance of
procedure #88 to a whole number and found the calculation to be arithmetically correct.
Recalculated the amount of $57.0 million as the sum of the balance of procedures #86 and #87,
as represented in Schedule A, and found it to be arithmetically correct.
Compared the amount of $30.6 million to the difference between the opening and closing
balance of SAP Account #19000000 and found it to be in agreement.





90.

91.

92.

93.

94.

95.

96.

97.

98.

99.

100.

101.

102.

103.

104.

105.

Compared the amount of $30.6 million to the balance of procedure #89 and found it to be in
agreement.

Compared the amount of $30.6 million to the balance of procedure #89 and found it to be in
agreement.

Compared the amount of $64.4 million to the item described as ‘Tax deduction to ratepayers’
as per the management prepared schedule entitled ‘Ontario Power Generation December 31,
2007 Regulatory Asset Deduction — Pickering A Return to Service (“PARTS”) Deferred Costs
Matching’ and found it to be in agreement.

Recalculated the amount of $95.0 million as the sum of the balance of procedures #91 and #92,
as represented in Schedule A, and found it to be arithmetically correct.

Compared the amount of $130.5 million to the item described as ‘Deferred Nuclear Liabilities’
as per the ‘Regulatory Assets/Liabilities Summary of Adjustments’ schedule of the 2007 OPG
Inc. tax return supporting Schedule 1, line 392 and found it to be in agreement.

Compared the amount of $130.5 million to the balance of procedure #94 and found it to be in
agreement.

Compared the amount of $130.5 million to the balance of procedure #94 and found it to be in
agreement.

Compared the amount of $130.5 million to note 7 of the 2007 audited consolidated financial
statements of OPG Inc. and found it to be in agreement.

Compared the amount of $41.4 million to note 5 of the 2007 audited consolidated financial
statements of OPG Inc. and found it to be in agreement.

Compared the amount of $41.4 million to the balance of procedure #98 and found it to be in
agreement.

Recalculated the amount of $15.6 million as the sum of items a and b below and found it to be
arithmetically correct:

a. $4.8 million which was compared to the item described as ‘Unregulated Total’ as per
the management prepared schedule entitled ‘Interest Capitalized’ and found to be in
agreement;

b. $10.8 million which was compared to the item described as ‘Other Unregulated Total’
as per the management prepared schedule entitled ‘Interest Capitalized for the Twelve
Months Ended December 31, 2007’ and found to be in agreement.

Recalculated the amount of $25.8 million as the difference between the balance of
procedures #99 and #100 and found it to be arithmetically correct.

Compared the amount of $25.8 million to the balance of procedure #101 and found it to be in
agreement.

Compared the amount of $89.6 million to the management prepared schedule entitled
‘Schedule of deductions allowed for Tax purposes as filed in 2007 tax return’ and found it to be
in agreement.

Compared the amount of $0.1 million to the balance of procedure #51 and found it to be in
agreement.

Recalculated the amount of $89.7 million as the sum of the balance of procedures #103 and
#104 and found it to be arithmetically correct.





106. Recalculated the amount of $25.8 million as the sum of items a through h below and found it to
be arithmetically correct:

a. $0.8 million which was compared to the item described as ‘The gain on mark to market
re: New York Municipal Power Agency Agreement’ as per the ‘Attached Schedule with
Total’ included in the 2007 OPG Inc. tax return supporting Schedule 1, line 394 and
found to be in agreement;

b. $0.1 million which was compared to the item described as ‘Commission paid related to
SC Leases’ as per the ‘Attached Schedule with Total’ included in the 2007 OPG Inc. tax
return supporting Schedule 1, line 394 and found to be in agreement;

c. $2.9 million which was compared to the sum of the items described as ‘Restructuring
Reserve Additions’ and ‘Restructuring Reserve Deductions’ as per the management
prepared schedule entitled ‘Ontario Power Generation Inc. T2 - 2007 Summary of
Reserves’ and found to be in agreement;

d. $0.2 million which was compared to the item described as ‘Unpaid Bonuses
Deductions’ as per the management prepared schedule entitled ‘Ontario Power
Generation Inc. T2 - 2007 Summary of Reserves’ and found to be in agreement;

e. $12.5 million which was compared to the item described as ‘Reversal of Unrealized
Gain Related to the Investment in OPGV’ as per the ‘Attached Schedule with Total’
included in the 2007 OPG Inc. tax return supporting Schedule 1, line 394 and found to
be in agreement;

f. $4.6 million which was compared to the item described as “Environmental Provision
Adjustments” as per the management prepared schedule entitled ‘Other Reserves Not
Deductible for Tax’ and found to be in agreement;

g. $6.7 million which was compared to the item described as ‘Accounting gain to be
reversed for tax’ as per the management prepared schedule entitled ‘Sch 1 — Summary
of Accounting gains/losses re dispositions’ and found to be in agreement;

h. ($2.0) million which was compared to the item described as ‘Unregulated Obsolete
material write-off’ as per the ‘2007 Tax Return Details’ as per the management
prepared schedule entitled ‘Other Reserves Not Deductible for Tax’ and found to be in
agreement.

107. Recalculated the amount of $63.9 million as the difference between the balance of
procedures # 105 and #106 and found it to be arithmetically correct.

108. Compared the amount of $13.7 million to the balance of procedure #54 f ii and found it to be in
agreement.

109. Compared the amount of $20.9 million to the management prepared schedule entitled
‘Exclusion of non-Prescribed Costs’ and found it to be in agreement.

110. Recalculated the amount of $29.3 million as the sum of the balance of procedures #107, #108
and #109, as represented in Schedule A, and found it to be arithmetically correct.
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Table 7
Table 7
Calculation of Regulatory Income Taxes ($M)
Years Ending December 31, 2007, 2008 and 2009
Line 2007 2008 2009
No. Particulars Actual Plan Plan
(@) (b) (c)
Determination of Regulatory Taxable Income Ny
1 |Regulatory Earnings Before Tax* (84.5 472.0 504.0
NN
2 |Additions for Tax Purposes: \\‘_s \\
3 | Depreciation ﬁ“ﬁq{ o paodlg) 443.0
4 Nuclear Waste Management Expenses k( 7?&\ ~78°0 39.0
5 Receipts from Nuclear Segregated Funds ‘\‘QO \\ 49.0 54.0
6 | Pension and OPEB/SPP Accrual 3%5_ ) 3530 337.0
7 Regulatory Asset Amortization - PARTS Deferred Costs < 95.0 —2/ 39.0 16.0
8 Regulatory Asset Amortization - Nuclear Development Deferral Account and \\ \
Capacity Refurbishment Variance Account N 8.0 10.0
9 Regulatory Asset Amortization - Nuclear Liability Deferral Account — » \ﬂ 36.0 48.0
10 | First Nations' Past Grievances Provision {(‘ 0.0 0.0
11 | Adjustment Related to Duplicate Interest Deduction \\ \\\\ 34.0 56.0 54.0
12 | other N 11.0 12.0
13 |Total Additions ~— A,147.0 1,008.0 1,013.0
7
Deductions for Tax Purposes: /“\ (/
14 | cca VAN 316.0 311.0 314.0
15 | cash Expenditures for Nuclear Waste & Decommissioning’ \\ 198.0 226.0 193.0
16 | Contributions to Nuclear Segregated Funds \\ 788.0 454.0 350.0
17 | Pension Plan Contributions e Ny 211.0 233.0 239.0
18 | OPEB/SPP Payments NN 58.0 68.0 73.0
Regulatory Asset Amortization - Nuclear Developme%ount and
19 . ] )
Capacity Refurbishment Variance Account __ N/A 7.0 10.0
20 | Regulatory Asset Deduction - Nuclear Liab‘iﬂb"’eté | Accotmt= N/A 1.0 1.0
21 | Other 45.0 17.0 13.0
22 |Total Deductions AAY 1,616.0 1,317.0 1,193.0
23 |Regulatory Taxable Income/(Loss) B&&re L‘\?ﬁ Carry-Over (553.0) 163.0 324.0 I
24 |Tax Loss Carry-Over to Future Years / (from P\* fis) 553.0 (163.0) (324.0) I
25 |Regulatory Taxable Income After Loss ?’a?}y-Over' 0.0 0.0 0.0 I
7 S
26 |IncomeTaxRate  / / N\ 34.12% 31.50% 31.00%| |
NN NN
27 |[Total Regulatory Income TB,\:Q&{ ) 0.0 0.0 0.0
v/
Tax Rates: / / ~
28 | Federal Tax S, / / N 21.00% 19.50% 19.00%
29 | Federal Surtax ~ & // 1.12% 0.00% 0.00%
30 | Provincial Tax ~~ /S 14.00% 14.00% 14.00%
31 | Manufacturing & Processmﬁ Profits Deduction -2.00% -2.00% -2.00%
32 |Total Income Tax Rate 34.12% 31.50% 31.00% |
1 Reconciliation of regulatory EBT for 2007 to the audited financial statements is presented in Exhibit C1-T2-S1. |
2 Refer to Ex. F3-T2-S1 Table 9 for a continuity schedule of regulatory tax losses.
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Schedule 1
Table 8
Table 8
Calculation of Regulatory Income Taxes ($M)
Year Ending December 31, 2005 and Year Ending December 31, 2006

=
N

Line 2005 2006
No. Particulars Actual Actual
@ (b)
Determination of Regulatory Taxable Income
1 |Regulatory Earnings Before Tax* 106.0 193.8 I
2 |Additions for Tax Purposes: /)
3 | Depreciation \Ql =, 404.0
4 | Nuclear Waste Management Expenses \5 r\‘\\ 38.0
5 Receipts from Nuclear Segregated Funds — 23.0 } 19.0
6 | Pension and OPEB/SPP Accrual L0 = )74.0
7 | One-Time Adjustment: P2P3 Inventory Write-offs \ }N‘}\ N/A|
8 | One-Time Adjustment: P2P3 CIP Write-offs W.O‘Q\ N/A|
9 | Regulatory Asset Amortization - PARTS Deferred Costs (r"*\ \J) 25.0
10 | Adjustment Related to Duplicate Interest Deduction \\7) 45.0 38.0
11 | other \.':L) 8.0 20.0 |

Total Additions , ~.58§.0 918.0
Y ?

&f

Deductions for Tax Purposes:

X
AN
—

13 | cca Y\ 3170 3180 |
14 | Cash Expenditures for Nuclear Waste & Decommissioning _ — 84.0 153.0
15 | Contributions to Nuclear Segregated Funds #™y /) 454.0 454.0
16 | Pension Plan Contributions //\\ d 197.9 207.0
17 | OPEB/SPP Payments SN 38.0 55.0
18 | Regulatory Asset Deduction - PARTS Deferred Cos\\ 258.0 13.0
19 | Other T N 175 13.0

20 |Total Deductions NN e 1,366.4 1,213.0

NN\

21 |Regulatory Taxable Income/(LgssjRefore Lo;\'Smy)Qver (364.4) (101.2) I
\_:J
22 |Tax Loss Carry-Over to Future Yéars,/ (fromaRior Years) 364.4 wor2] |
23 |Regulatory Taxable Incon€ AnehLoss CarmizOudr 0.0 0.0
24 |Income Tax Rate AN 34.12% 34.12%
N/
25 Regulatory Income Taxes ,\ N 0.0 0.0
Calculation, ‘g_orv Income Taxes
26 | Regulatory mgam¢’ Tsxeavipe 25) 0.0 0.0
27 Large,CQrpora‘t‘bQéﬁax @J\Iear (Ex. F3-T2-S1 Table 6) #REF! 0.0
28 Largé ﬁrporaﬂons\ .)5 . Hydro. (Ex. F3-T2-S1 Table 3) #REF! 0.0
29 [Totdl Kegulatghy Income Tudes #REF! 0.0

~//

Tax Rates\\ /)

30 | Federal Tax 4 / 21.00% 21.00%
31 | Federal Surtax ¢ 1.12% 1.12%)
32 | Provincial Tax 14.00% 14.00%
33 | Manufacturing & Processing Profits Deduction -2.00% -2.00%
34 |Total Income Tax Rate 34.12% 34.12%

1 Reconciliation of regulatory EBT to the audited financial statements is presented in Exhibit C1-T2-S1.
2 Refer to Ex. F3-T2-S1 Table 9 for a continuity schedule of regulatory tax losses.
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(‘%ﬂ Table 9
seSI3M)

Table 9

Summary of Regulatory T(\I(_\

Years Ending Decemberz41, 2005, 2884%/))2007, 2008, 2009
ﬂ%&—v

Line \i\ é\hlos 2006 2007 2008 2009
No. Particulars T\ 1 Actual Actual Actual Plan Plan
AN N @ (b) ©) (d) e)
SN
1 |Loss Brought Forward_ L!/) N/A (336.0) (437.2) (990.2) (827.2)
2 |Incomel(Loss) for s@)\e@r &V (364.4) (101.2) (553.0) 163.0 324.0
3 |Allocation tq’zeriod .‘{(9)0 Regulation® 28.4
4 |Loss Carried\?;{é'wa{d v (336.0) (437.2) (990.2) (827.2) (503.2)
A4

1 See Ex. F3-T2-S1 for discussion of allocation of 2005 loss to period prior to regulation.
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Table 1
Taxes - Requlated Hydroelectric ($M)
Line 2007 2008 2009 2010 2011 2012
No. Cost Item Actual Actual Actual Budget Plan Plan
(a) (b) (c) (d) (e) V)
1 |Income Tax} 0.0 0.0 23.0 16.5 30.6 27.4
2 |Capital Tax 8.8 8.7 8.6 2.9 N/A N/A
Property Tax:
3 Niagara Plant Group 0.0 0.0 0.0 0.0 0.0 0.0
4 | Saunders GS 0.0 0.0 0.0 0.0 0.0 0.0
5 |Sub-total 0.0 0.0 0.0 0.0 0.0 0.0
6 |Total 8.8 8.7 31.6 19.4 30.6 27.4
1 The income tax expense is calculated on a combined basis for OPG'’s prescribed facilities in Ex. F4-S2-T1, Tables 5-7.

The resulting expense is allocated between the prescribed nuclear and hydroelectric businesses on the basis of each
business’s taxable income, as described in Ex. F4-T2-S1.
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Table 2
Calculation of Ontario Capital Tax - Regulated Hydroelectric ($M)
Years Ending December 31, 2007, 2008, 2009, 2010
Line 2007 2008 2009 2010
No. ltem Actual Actual Actual Budget
(a) (a) (b) (©)
1 |Rate Base 3,911.1 3,871.5 3,834.0 3,815.7
2 |Less: Provincial Exemption 6.6 7.9 7.9 7.4
3 |Net Taxable Capital 3,904.5 3,863.6 3,826.1 3,808.3
4 |Ontario Capital Tax Rate 0.225% 0.225% 0.225% 0.150%
5 |Total Capital Tax* 8.8 8.7 8.6 2.9
Notes:

1 The amount for 2010 represents one-half of the full year amount as capital tax is scheduled

to be eliminated effective July 1, 2010, as discussed in Ex. F4-T2-S1.
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Table 3
Taxes - Nuclear ($M)
Line 2007 2008 2009 2010 2011 2012
No. Cost Item Actual Actual Actual Budget Plan Plan
(a) (b) (©) (d) (e) ()
1 |Income Tax} 0.0 0.0 45.0 0.0 53.9 75.9
2 |Capital Tax 7.9 7.8 7.7 2.9 N/A N/A
Property Tax:
3 Darlington NGS 8.6 9.1 9.0 9.4 9.9 10.3
4 Pickering NGS (0.4) 5.9 5.2 5.6 6.1 6.3
5 |Sub-total 8.2 15.0 14.2 15.0 16.0 16.6
6 |Total 16.1 22.8 66.9 17.9 69.9 92.5
1 The income tax expense is calculated on a combined basis for OPG'’s prescribed facilities in Ex. F4-S2-T1, Tables 5-7.

The resulting expense is allocated between the prescribed nuclear and hydroelectric businesses on the basis of each
business’s taxable income, as described in Ex. F4-T2-S1.





Numbers may not add due to rounding.

Filed: 2010-05-26

EB-2010-0008

Exhibit F4
Tab 2
Schedule 1
Table 4
Table 4
Calculation of Ontario Capital Tax - Nuclear ($M)
Years Ending December 31, 2007, 2008, 2009, 2010
Line 2007 2008 2009 2010
No. ltem Actual Actual Actual Budget
(a) (b) (©) (d)
1 |Rate Base 3,500.1 3,464.2 3,421.4 3,912.0
2 |Less: Provincial Exemption 5.9 7.1 7.1 7.6
3 |Net Taxable Capital 3,494.1 3,457.1 3,414.3 3,904.4
4 |Ontario Capital Tax Rate 0.225% 0.225% 0.225% 0.150%
5 |Total Capital Tax* 7.9 7.8 7.7 2.9
Notes:

1 The amount for 2010 represents one-half of the full year amount as capital tax is scheduled

to be eliminated effective July 1, 2010, as discussed in Ex. F4-T2-S1.
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Table 5
Calculation of Regulatory Income Taxes for Prescribed Facilities ($M)
Years Ending December 31, 2010, 2011 and 2012
Line 2010 2011 2012
No. Particulars Budget Plan Plan
(@) (b) (©
Determination of Regulatory Taxable Income
1 |Regulatory Earnings Before Tax™? 145.3 256.4 251.4
Additions for Regulatory Tax Purposes:
2 Depreciation and Amortization 271.8 298.4 320.1
3 | Nuclear Waste Management Expenses 24.1 275 29.3
4 Receipts from Nuclear Segregated Funds 71.9 46.6 58.0
5 Pension and OPEB/SPP Accrual 258.4 287.1 345.9
6 Regulatory Asset Amortization - Nuclear Liability Deferral Account 47.5 17.8 21.3
7 Regulatory Asset Amortization - Bruce Lease Net Revenues Variance Account 0.0 143.3 172.0
8 Regulatory Liability Amortization - Income and Other Taxes Variance Account 0.0 (14.6) (17.5)
9 Reversal of Amounts Recorded in Income and Other Taxes Variance Account 8.7 0.0 0.0
10 | Adjustment Related to Financing Cost for Nuclear Liabilities 86.9 85.0 83.1
11 | Taxable SR&ED Investment Tax Credits of Prior Periods 9.8 8.7 8.8
12 | Other 36.4 42.8 39.0
13 |Total Additions 815.4 942.5 1,059.9
Deductions for Regulatory Tax Purposes:
14 | CCA 297.1 298.9 315.1
15 | Cash Expenditures for Nuclear Waste & Decommissioning 157.1 127.3 126.6
16 | Contributions to Nuclear Segregated Funds 150.2 145.0 140.4
17 | Pension Plan Contributions 206.1 206.1 206.1
18 | OPEB/SPP Payments 70.6 75.6 80.8
19 | Regulatory Asset Deduction - Nuclear Liability Deferral Account 24 3.8 4.6
20 | SR&ED Qualifying Capital Expenditures 8.0 8.0 8.0
21 | SR&ED Investment Tax Credits Recognized in Regulatory Earnings Before Tax 8.7 8.8 8.8
22 | Other 0.0 3.5 4.3
23 |Total Deductions 900.1 877.0 894.7
24 |Regulatory Taxable Income (line 1 + line 13 - line 23) 60.6 321.9 416.6
25 [Regulatory Income Taxes - Federal (line 24 x line 28) 10.9 53.1 62.5
26 |Regulatory Income Taxes - Provincial (line 24 - line 11) x (line 29 + line 30) 5.6 31.3 40.8
27 |Total Regulatory Income Taxes 16.5 84.4 103.3
Income Tax Rate:
28 | Federal Tax 18.00% 16.50% 15.00%
29 | Provincial Tax 13.00% 12.00% 11.00%
30 | Provincial Manufacturing & Processing Profits Deduction -2.00% -2.00% -1.00%
31 |Total Income Tax Rate 29.00% 26.50% 25.00%
Notes:
1 Regulatory Earnings Before Tax for 2011 and 2012 are calculated as follows:
Table to Note 1 - Calculation of Regulatory EBT for 2011 and 2012 ($M)
Line
No. Item Reference 2011 2012
(@) (b)
1 |Requested After Tax Return on Equity Ex. C1-T1-S1 Table 2, line 5 292.7 298.5
2 |Less: Bruce Lease Net Revenues Ex. G2-T2-S1 Table 1, line 3 128.1 143.0
3 |[Single Payment Amounts Adjustment 7.4 (7.4)
4 line 1-line 2 +line 3 172.0 148.1
5 |Additions for Regulatory Tax Purposes Ex. F4-T2-S1 Table 5, line 13 942.5 1,059.9
6 |Deductions for Regulatory Tax Purposes Ex. F4-T2-S1 Table 5, line 23 877.0 894.7
7 line 4 +line 5 - line 6 237.5 313.3
8 |Regulatory Income Taxes - Federal line 7 x line 28/ (1 - line 31) 53.3 62.7
9 |Regulatory Income Taxes - Provincial glg)e/ zl__l;ir:;gll))x (line 29 + line 311 40.6
10 |Total Regulatory Income Taxes line 8 + line 9 84.4 103.3
11 |Requested After Tax Return on Equity line 1 292.7 298.5
12 |Less: Bruce Lease Net Revenues line 2 128.1 143.0
13 |Add: Total Regulatory Income Taxes line 10 84.4 103.3
14 |Single Payment Amounts Adjustment 7.4 (7.4)
15 |Regulatory Earnings Before Tax li';e 11-line 12 + line 13 + line 256.4 251.4
2 Regulatory Earnings Before Tax for 2010 is calculated as follows:
Table to Note 2 - Calculation of Regulatory EBT for 2010 ($M)
Line
No. Item Reference 2010
(@)
1 |Pre-Tax Forecast Return on Equity Ex. 11-T1-S1 Table 5, line 20 242.8
2 |Less: Bruce Lease Net Revenues Ex. G2-T2-S1 Table 1, line 3 115.0
3 Less: Forecast Transactions in Bruce Lease Net Revenues Variance Account included in Ex. H1-T1-S1 Table 1d, col. (b), (14.3)
Pre-Tax Forecast Return on Equity line 15 :
4 Less: Forecast Transactions in Income and Other Taxes Variance Account included in Pre- I_Ex. Hl-T_l-Sl Ta_ble 13, col. (c), (3.2)
Tax Forecast Return on Equity not impacting EBT line 3 +line 4 + line 9 i
5 |Regulatory Earnings Before Tax line 1-line 2 -line 3 - line 4 145.3





Numbers may not add due to rounding.

Filed: 2010-05-26
EB-2010-0008

Exhibit F4
Tab 2
Schedule 1
Table 6
Table 6
Calculation of Regulatory Income Taxes ($M)
Years Ending December 31, 2008 and 2009
Line 2008 2009
No. Particulars Actual Actual
(@ (b)
Determination of Requlatory Taxable Income
1 |Regulatory Earnings Before Tax* 20.8 257.3
Additions for Regulatory Tax Purposes:
2 Depreciation and Amortization 350.9 379.6
3 Nuclear Waste Management Expenses 21.4 22.7
4 Receipts from Nuclear Segregated Funds 62.5 65.7
5 Pension and OPEB/SPP Accrual 324.8 193.3
6 Regulatory Asset Amortization - Nuclear Liability Deferral Account 35.6 47.5
7 Reversal of Amounts Recorded in Income and Other Taxes Variance Account 0.0 17.0
8 Adjustment Related to Duplicate Interest Deduction (Q1 2008) 10.0 0.0
9 Adjustment Related to Financing Cost for Nuclear Liabilities 53.9 65.0
10 | Taxable SR&ED Investment Tax Credits of Prior Periods 0.0 37.9
11 | Other 41.5 59.5
12 |Total Additions 900.7 888.1
Deductions for Regulatory Tax Purposes:
13 | CCA 298.8 295.2
14 | Cash Expenditures for Nuclear Waste & Decommissioning 122.6 129.3
15 | Contributions to Nuclear Segregated Funds 58.9 124.7
16 | Pension Plan Contributions 198.6 205.1
17 | OPEB/SPP Payments 63.6 61.8
18 | Regulatory Asset Deduction - Nuclear Liability Deferral Account 1.8 2.4
19 | SR&ED Qualifying Capital Expenditures 16.8 0.0
20 | SR&ED Investment Tax Credits Recognized in Regulatory Earnings Before Tax 28.3 19.3
21 | Other 15.2 2.1
22 |Total Deductions 804.6 839.8
Regulatory Taxable Income Before Carry Over of Loss Available for Mitigation in
23 EBg-Jzoo?-o{aos y ¢ 116.9 305.6
24 |Carry Over of Loss Available for Mitigation in EB-2007-0905 (116.9) (71.6)
25 |Regulatory Taxable Income After Loss Carry-Over 0.0 233.9
26 |[Regulatory Income Taxes - Federal (line 25 x line 29) 0.0 44.4
27 |Regulatory Income Taxes - Provincial (line 25 - line 10) x (line 30 + line 31) 0.0 23.5
28 |Total Regulatory Income Taxes 0.0 68.0
Income Tax Rate:
29 | Federal Tax 19.50% 19.00%
30 | Provincial Tax 14.00% 14.00%
31 | Provincial Manufacturing & Processing Profits Deduction -2.00% -2.00%
32 |Total Income Tax Rate 31.50% 31.00%

Notes:

1 Regulatory Earnings Before Tax for 2008 and 2009 are reconciled to the corresponding Earnings Before Interest and Tax
per the audited financial statements for OPG's Prescribed Facilities in Ex. C1-T1-S1, Table 7, Line 13.
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Line 2005 2006 2007 March 31, 2008
No. Particulars Actual Actual Actual Actual
(@ (b) (©) (d)
Calculation of Prior Period Regulatory Tax Losses
1 |Regulatory Earnings Before Tax 0.0 78.0 0.0 74.9
2 |Additions for Regulatory Tax Purposes:
3 Depreciation 321.2 303.6 310.4 79.2
4 Nuclear Waste Management Expenses 20.0 21.9 25.2 5.2
5 Receipts from Nuclear Segregated Funds 12.0 10.0 95.0 4.4
6 Pension and OPEB/SPP Accrual 234.0 374.0 384.0 83.4
7 One-Time Adjustment: Pickering A Units 2&3 Inventory Write-offs 49.0 0.0 0.0 0.0
8 One-Time Adjustment: Pickering A Units 2&3 CIP Write-offs 38.0 0.0 0.0 0.0
9 First Nations' Past Grievances Provision 0.0 0.0 27.0 0.0
10 | Adjustment Related to Duplicate Interest Deduction 31.6 275 25.3 10.0
11 | Other 46.0 18.0 26.0 7.6
12 |Total Additions 751.8 755.0 892.9 189.8
Deductions for Regulatory Tax Purposes:
13 | CCA 304.5 306.4 305.9 75.5
14 | Cash Expenditures for Nuclear Waste & Decommissioning 53.0 108.0 103.0 324
15 | Contributions to Nuclear Segregated Funds 242.0 242.0 225.0 14.7
16 | Pension Plan Contributions 197.9 207.0 211.0 51.9
17 | OPEB/SPP Payments 38.0 55.0 57.0 12.6
18 | Other 3.8 (0.7) 29.3 0.0
19 |[Total Deductions 839.2 917.7 931.2 187.1
20 Regulat_ory Taxable Income / (Loss) Before Allocation to Period Prior to (87.2) 84.7) (38.3) 776
Regulation and Loss Carry-Over
21 |Allocation to Period Prior to Regulation® 21.9 N/A N/A N/A
22 |Regulatory Taxable Income / (Loss) Before Loss Carry Over (65.5) (84.7) (38.3) 77.6
23 |Tax Loss Carry-Over to Future Periods / (from Prior Periods) 65.5 84.7 38.3 (77.6)
24 |Tax Loss Available for Mitigation in EB-2007-0905 as at March 31, 2008 (110.9)
Utilization of Prior Period Tax Losses
25 |Taxable Income for Year Ending December 31, 2008> 116.9
26 |Less: Tax Loss Utilized During Three Months Ending March 31, 2008 (77.6)
27 |Tax Loss Utilized During Nine Months Ending December 31, 2008 39.2
28 |Tax Loss Utilized During Year Ending December 31, 2009° 71.6
29 |Total Tax Loss Utilized as at December 31, 2009 (line 27 + line 28) 110.9
Notes:

1 Allocation to Period Prior to Regulation refers to the portion of the 2005 tax loss attributable to the period

2

January 1, 2005 to March 31, 2005, as discussed in Ex. F4-T2-S1.
The amounts are presented in Ex. F4-T2-S1 Table 6.
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Table 8
Reconciliation of Prior Period Regulatory Tax Losses ($M)
Years Ending December 31, 2005, 2006, 2007 and Three Months Ending March 31, 2008
Line 2005 2006 2007
No. Particulars Actual Actual Actual Total
(a) (b) (©) (d)
Per OPG's Original Filing EB-2007-0905";
1 Loss for the Year (364.4) (101.2) (553.0) (1,018.6)
2 | Allocation to Period Prior to Regulation® 28.4 0.0 0.0 28.4
3 |Loss Available to be Carried Forward (336.0) (101.2) (553.0) (990.2)
Adjustments to Original Income / (L oss) for the Year:
4 | Adjustment to Timing of PARTS Costs Deduction 254.0 (12.0) (95.0) 147.0
5 Exclusion of Impact of Bruce Revenues and Costs? 19.9 28.5 341.6 390.0
6 Adjustment for Operating Losses Borne by OPG's Shareholder® 3.1 0.0 231.1 234.2
7 Update of Tax Information for 2007 N/A N/A 37.0 37.0
8 |[Total Adjustments Before Allocation to Period Prior to Regulation 277.0 16.5 514.7 808.2
9 |Allocation of Adjustments to Period Prior to Regulation® (6.5) 0.0 0.0 (6.5)
10 |Adjusted Loss for the Year (Line 3 + Line 8 + Line 9) (65.5) (84.7) (38.3) (188.5)
11 |Income for Q1 2008 77.6
12 |Adjusted Tax Loss as at March 31, 2008 (110.9)
Notes:
1 Asfiled in OPG's application EB-2007-0905 in Ex. F3-T2-S1 Table 9 (see Attachment 2).
2 Calculation of impact of Bruce revenues and costs is presented in Ex. F4-T2-S1 Table 16.
3 Calculation of operating losses for prescribed assets borne by OPG’s Shareholder is presented in Ex. F4-T2-S1 Table 17.
4 Allocation to Period Prior to Regulation refers to the portion of the 2005 tax loss / tax loss adjustments attributable to the period

January 1 to March 31, 2005, as discussed in Ex. F4-T2-S1.
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Calculation of Benchmark Regulatory Income Tax Expense ($M)
Nine Months Ending December 31, 2008 and Year Ending December 31, 2009
April 1to
Line Dec 31, 2008 2009
No. Particulars Budget Plan
() (b)
Determination of Requlatory Taxable Income
1 |Regulatory Earnings Before Tax 40.7 495
2 |Additions for Regulatory Tax Purposes:
3 Depreciation and Amortization 264.1 376.3
4 Nuclear Waste Management Expenses 25.4 24.2
5 Receipts from Nuclear Segregated Funds 25.5 29.0
6 Pension and OPEB/SPP Accrual 264.8 337.0
7 Regulatory Asset Amortization - Nuclear Liability Deferral Account 36.0 48.0
8 Adjustment Related to Financing Cost for Nuclear Liabilities 44.5 56.7
9 Other 6.8 10.0
10 |Total Additions 667.1 881.2
Deductions for Regulatory Tax Purposes:
11 | CCA 226.5 306.0
12 | Cash Expenditures for Nuclear Waste & Decommissioning 72.7 83.0
13 | Contributions to Nuclear Segregated Funds 54.7 135.0
14 | Pension Plan Contributions 174.8 239.0
15 | OPEB/SPP Payments 51.0 73.0
16 | Regulatory Asset Deduction - Nuclear Liability Deferral Account 2.0 2.3
17 | Other 6.9 0.6
18 |Total Deductions 588.6 838.9
19 |Regulatory Taxable Income 119.2 91.8
20 |Income Tax Rate 31.50% 31.00%
21 |[Regulatory Income Taxes 375 28.5
Income Tax Rate:
22 | Federal Tax 19.50% 19.00%
23 | Provincial Tax 14.00% 14.00%
24 | Provincial Manufacturing & Processing Profits Deduction -2.00% -2.00%
25 |Total Income Tax Rate 31.50% 31.00%
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Reconciliation of Tax Return to Regulatory ($M)
Year Ending December 31, 2005
2005 Tax Return Adjustments
Line OPG Other Revised
No. Particulars Parent Subs Total UnReg |Regulated| Bruce Adj Regulatory
1) @] 3) 4 ®) (6) ) (®)
Determination of Taxable Income
1 |Earnings Before Tax 703.1 (144.8) 558.3 (279.4) 278.9 (109.1) (172.9) (3.1)
2 Adj negative earnings to $0 3.1 3.1
3 703.1 (144.8) 558.3 (279.4) 278.9 (109.1) (169.8) 0.0
Additions for Tax Purposes:
4 | Depreciation 447.3 286.2 733.5 (312.4) 421.1 (99.8) (0.1) 321.2
5 Nuclear Waste Management Expenses 500.6 500.6 500.6 (14.0) (466.6) 20.0
6 Receipts from Nuclear Segregated Funds 22.6 22.6 22.6 (11.0) 0.4 12.0
7 | Pension and OPEB/SPP Accrual 296.7 296.7 (62.9) 233.8 0.2 234.0
8 One-Time Adjustment: P2P3 Inventory Write-offs 0.0 0.0 0.0 49.0 49.0
9 One-Time Adjustment: P2P3 CIP Write-offs 0.0 38.0 38.0
10 | Regulatory Asset Amortization - PARTS Deferred Costs 0.0 4.0 4.0
11 | Regulatory Asset Amortization - Nucl Development 0.0 0.0 0.0
12 | Regulatory Asset Amortization - Nucl Liability Deferral 0.0 0.0 0.0
13 | First Nations Past Grievances Provision 0.0 0.0 0.0
14 | Adjustment Related to Duplicate Interest Deduction 0.0 (13.4) 45.0 31.6
15 | Lennox impairment 202.0 202.0 (202.0) 0.0 0.0 0.0
16 | Other 157.9 29.2 187.1 (134.7) 52.4 (2.0) (4.4) 46.0
17 |Total Additions 1,627.1 315.4 1,942.5 (712.0)] 1,230.5 (140.2) (334.5) 755.8
Deductions for Tax Purposes:
18 | CCA 408.4 148.3 556.7 (209.1) 347.6 (46.4) 3.3 304.5
19 | Cash Expenditures for Nuclear Waste & Decommissioning 84.1 84.1 0.0 84.1 (31.0) (0.1) 53.0
20 | Contributions to Nuclear Segregated Funds and Earnings 835.0 835.0 835.0 (212.0) (381.0) 242.0
21 | Pension Plan Contributions 254.0 254.0 (56.0) 198.0 0.0 (0.1) 197.9
22 | OPEB/SPP Payments 50.4 50.4 (12.6) 37.8 0.0 0.2 38.0
23 | Regulatory Asset Deduction - PARTS Deferred Costs 254.0 254.0 254.0 (250.0) 4.0
24 | Regulatory Asset Deduction - Nucl Development 0.0 0.0 0.0 0.0 0.0 0.0
25 | Regulatory Asset Deduction - Nucl Liability Deferral 0.0 0.0 0.0 0.0 0.0 0.0
26 | Construction In Progress Interest Capitalized 12.8 21.1 33.9 (4.3) 29.6 0.0 (29.6) 0.0
27 | Other 121.7 2.3 124.0 (103.9) 20.1 (13.7) (2.6) 3.8
28 |Total Deductions 2,020.4 171.7 2,192.1 (385.9)] 1,806.2 (303.1) (659.9) 843.2
29 |Net Income/(Loss) for income tax purposes 309.8 (1.1) 308.7 (605.5) (296.8) 53.8 155.6 (87.4)
Deduct:
30 |Charitable Donations 19.6 0.0 19.6 (19.6) 0.0 0.0 0.0
31 |Non-capital losses of previous tax years 289.7 0.0 289.7 (289.7) 0.0 0.0 0.0
32 |Taxable Income 0.5 (1.1) (0.6) (297.7) (296.8) 53.8 155.6 (87.4)
Tax Loss Carryforward Balances
33 |Opening Balance 0.0
34 Income/(loss) for the Year (87.4)
35 |Closing Balance (87.4)
36 Allocation to Q1 2005 21.9
37 |Adjusted Closing Balance (65.5)
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Reconciliation of Tax Return to Regulatory ($M)
Year Ending December 31, 2006
2006 Tax Return Adjustments
Line OPG Other Revised
No. Particulars Parent Subs Total UnReg |Regulated| Bruce Adj Regulatory
1) ) 3 4) (©)] (6) ()] 8)
Determination of Taxable Income
1 |Earnings Before Tax 678.7 (103.1) 575.6 (345.9) 229.7 (115.8) (35.9) 78.0
2 Adj negative earnings to $0 0.0
3 678.7 (103.1) 575.6 (345.9) 229.7 (115.8) (35.9) 78.0
Additions for Tax Purposes:
4 | Depreciation 380.7 263.0 643.7 (239.2) 404.5 (100.4) (0.5) 303.6
5 Nuclear Waste Management Expenses 528.6 528.6 528.6 (16.1) (490.6) 21.9
6 Receipts from Nuclear Segregated Funds 18.8 18.8 18.8 (9.0) 0.2 10.0
7 Pension and OPEB/SPP Accrual 471.4 471.4 (97.0) 374.4 (0.4) 374.0
8 One-Time Adjustment: P2P3 Inventory Write-offs 0.0 0.0 0.0 0.0
9 One-Time Adjustment: P2P3 CIP Write-offs 0.0 0.0 0.0 0.0
10 | Regulatory Asset Amortization - PARTS Deferred Costs 25.1 25.1 25.1 (0.1) 25.0
11 | Regulatory Asset Amortization - Nucl Development 0.0 0.0 0.0 0.0
12 | Regulatory Asset Amortization - Nucl Liability Deferral 0.0 0.0 0.0 0.0
13 | First Nations Past Grievances Provision 0.0 0.0 0.0 0.0
14 | Adjustment Related to Duplicate Interest Deduction 0.0 0.0 (10.5) 38.0 27.5
15 | Lennox impairment 0.0 0.0 0.0 0.0
16 | Other 149.5 6.6 156.1 (120.6) 355 (2.0) (15.5) 18.0
17 |Total Additions 1,574.1 269.6 1,843.7 (456.8)| 1,386.9 (138.0) (468.9) 780.0
Deductions for Tax Purposes:
18 | CCA 394.7 155.8 550.5 (196.6) 353.9 (43.2) (4.3) 306.4
19 | Cash Expenditures for Nuclear Waste & Decommissioning 153.4 153.4 153.4 (45.0) (0.4) 108.0
20 | Contributions to Nuclear Segregated Funds and Earnings 824.5 824.5 824.5 (212.0) (370.5) 242.0
21 | Pension Plan Contributions 261.0 261.0 (54.0) 207.0 0.0 0.0 207.0
22 | OPEB/SPP Payments 68.3 68.3 (13.9) 54.4 0.0 0.6 55.0
23 | Regulatory Asset Deduction - PARTS Deferred Costs 12.6 12.6 12.6 12.4 25.0
24 | Regulatory Asset Deduction - Nucl Development 0.0 0.0 0.0 0.0 0.0 0.0
25 | Regulatory Asset Deduction - Nucl Liability Deferral 0.0 0.0 0.0 0.0 0.0 0.0
26 | Construction In Progress Interest Capitalized 14.5 6.8 21.3 (6.4) 14.9 0.0 (14.9) 0.0
27 | Other 144.2 0.0 144.2 (123.9) 20.3 (13.7) (7.3) (0.7)
28 |Total Deductions 1,873.2 162.6 | 2,035.8 (394.8)] 1,641.0 (313.9) (384.4) 942.7
29 [Net Income/(Loss) for income tax purposes 379.6 3.9 383.5 (407.9) (24.4) 60.1 (120.4) (84.7)
Deduct:
30 [Charitable Donations 3.2 0.0 3.2 (3.2) 0.0 0.0 0.0
31 [Non-capital losses of previous tax years 258.7 0.0 258.7 (258.7) 0.0 0.0 0.0
32 |Taxable Income 117.7 3.9 121.6 (146.0) (24.4) 60.1 (120.4) (84.7)
Tax Loss Carryforward Balances
33 [Opening Balance (65.5)
34 Income/(loss) for the Year (84.7)
35 |[Closing Balance (150.2)
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Reconciliation of Tax Return to Regulatory ($M)
Year Ending December 31, 2007
2007 Tax Return Adjustments
Line OPG Other Revised
No. Particulars Parent Subs Total UnReg |Regulated| Bruce Adj Regulatory
()] @) ®3) 4 ®) 6) ) ()
Determination of Taxable Income
1 |Earnings Before Tax 510.2 (33.3) 476.9 (375.1) 101.8 (147.1) (185.8) (231.1)
2 Adj negative earnings to $0 231.1 231.1
3 510.2 (33.3) 476.9 (375.1) 101.8 (147.1) 45.3 0.0
Additions for Tax Purposes:
4 | Depreciation 553.2 65.8 619.0 (179.0) 440.0 (76.6) (53.0) 310.4
5 | Nuclear Waste Management Expenses 650.3 0.0 650.3 0.0 650.3 (53.8) (571.3) 25.2
6 | Receipts from Nuclear Segregated Funds 119.2 0.0 119.2 0.0 119.2 (24.0) (0.2) 95.0
7 | Pension and OPEB/SPP Accrual 488.7 0.0 488.7 (105.0) 383.7 0.3 384.0
8 | One-Time Adjustment: P2P3 Inventory Write-offs 0.0 0.0 0.0 0.0 0.0
9 | One-Time Adjustment: P2P3 CIP Write-offs 0.0 0.0 0.0 0.0 0.0
10 | Regulatory Asset Amortization - PARTS Deferred Costs 95.5 95.5 95.5 (0.5) 95.0
11 | Regulatory Asset Amortization - Nucl Development 0.0 0.0 0.0 0.0 0.0
12 | Regulatory Asset Amortization - Nucl Liability Deferral 0.0 0.0 0.0 0.0 0.0
13 | First Nations Past Grievances Provision 27.1 27.1 27.1 (0.1) 27.0
14 | Adjustment Related to Duplicate Interest Deduction 0.0 0.0 0.0 (8.7) 34.0 25.3
15 | Lennox impairment 0.0 0.0 0.0 0.0 0.0
16 | Other 87.5 0.1 87.6 (55.7) 31.9 (2.0) (3.9) 26.0
17 |Total Additions 2,021.5 65.9 2,087.4 (339.7)] 1,747.7 (165.1) (594.7) 987.8
Deductions for Tax Purposes:
18 | CCA 528.4 334 561.8 (198.5) 363.3 (39.7) 17.7) 305.9
19 | Cash Expenditures for Nuclear Waste & Decommissioning 169.9 169.9 0.0 169.9 (67.0) 0.1 103.0
20 | Contributions to Nuclear Segregated Funds and Earnings 1,269.2 1,269.2 0.0 1,269.2 (563.0) (481.2) 225.0
21 | Pension Plan Contributions 268.0 268.0 (57.0) 211.0 0.0 0.0 211.0
22 | OPEB/SPP Payments 72.8 72.8 (15.0) 57.8 0.0 0.8) 57.0
23 | Regulatory Asset Deduction - PARTS Deferred Costs 30.6 30.6 30.6 64.4 95.0
24 | Regulatory Asset Deduction - Nucl Development 0.0 0.0 0.0 0.0 0.0 0.0
25 | Regulatory Asset Deduction - Nucl Liability Deferral 130.5 130.5 130.5 0.0 (130.5) 0.0
26 | Construction In Progress Interest Capitalized 41.4 41.4 (15.6) 25.8 (25.8) 0.0
27 | Other 89.6 0.1 89.7 (25.8) 63.9 (13.7) (20.9) 29.3
28 |Total Deductions 2,600.4 335 2,633.9 (311.9)] 2,321.9 (683.4) (612.4) 1,026.1
29 |Net Income/(Loss) for income tax purposes (68.7) (0.9) (69.5) (402.9) (472.5) 371.2 63.0 (38.3)
30 |Taxable Income 0.0 0.0 0.0 (402.9) (402.9) 371.2 63.0 (38.3)
Tax Loss Carryforward Balances
31 |Opening Balance (150.2)
32 Income/(loss) for the Year (38.3)
33 |Closing Balance (188.5)
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Table 13
Undepreciated Capital Cost and Capital Cost Allowance Schedule for OPG's Requlated Operations - Year Ending December 31, 2010 ($M)
(&)-G)+(0)
Undepreciated (e)-(f) Undepreciated
Capital Cost at Reduced Capital Cost at
Line Beginning of Cost of Net Proceeds of | (a)+(b)+(c)-(d) Undepreciated Recapture/ Capital Cost End of
No. Class Year Acquisitions | Adjustments | Dispositions UCC1 50% Rule Capital Cost | CCA Rate | Terminal Loss | Allowance Year
(@ (b) (c) (d) (e) ® (@) (h) (0] (0) K
1 1 1,360.3 192.8 0.0 0.0 1,553.1 96.4 1,456.7 4% 0.0 58.3 1,494.8
2 1-rolling start 127.9 22.0 0.0 0.0 149.9 0.0 149.9 4% 0.0 6.0 143.9
3 1.1 61.2 1.8 0.0 0.0 63.1 0.9 62.1 6% 0.0 3.7 59.3
4 2 1,426.4 0.0 0.0 0.0 1,426.4 0.0 1,426.4 6% 0.0 85.6 1,340.9
5 8 269.6 48.4 0.0 0.0 318.1 24.2 293.8 20% 0.0 58.8 259.3
6 10 341 12.1 0.0 0.0 46.2 6.1 40.2 30% 0.0 12.1 34.2
7 12 5.3 15.2 0.0 0.0 20.5 7.6 12.9 100% 0.0 12.9 7.6
8 17 535.4 60.5 0.0 0.0 595.9 30.2 565.7 8% 0.0 45.3 550.7
9 38 20.5 0.0 0.0 0.0 20.5 0.0 20.5 30% 0.0 6.2 14.4
10 42 0.3 0.3 0.0 0.0 0.5 0.1 0.4 12% 0.0 0.0 0.5
11 45 0.5 0.0 0.0 0.0 0.5 0.0 0.5 45% 0.0 0.2 0.3
12 50 3.6 0.0 0.0 0.0 3.6 0.0 3.6 55% 0.0 2.0 1.6
13 52 0.0 6.1 0.0 0.0 6.1 0.0 6.1 100% 0.0 6.1 0.0
14 Total 3,845.2 359.3 0.0 0.0 4,204.4 165.6 4,038.8 0.0 297.1 3,907.4
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Table 14
Undepreciated Capital Cost and Capital Cost Allowance Schedule for OPG's Requlated Operations - Year Ending December 31, 2011 ($M)
(&)-G)+(0)
Undepreciated (e)-(f) Undepreciated
Capital Cost at Reduced Capital Cost at
Line Beginning of Cost of Net Proceeds of | (a)+(b)+(c)-(d) Undepreciated Recapture/ Capital Cost End of
No. Class Year Acquisitions | Adjustments | Dispositions UCC1 50% Rule Capital Cost | CCA Rate | Terminal Loss | Allowance Year
(@ (b) (c) (d) (e) ® (@) (h) (0] (0) K
1 1 1,494.8 269.2 0.0 0.0 1,764.0 134.6 1,629.4 4% 0.0 65.2 1,698.9
2 1-rolling start 143.9 144.0 0.0 0.0 287.9 0.0 287.9 4% 0.0 11.5 276.4
3 1.1 59.3 1.8 0.0 0.0 61.1 0.9 60.2 6% 0.0 3.6 57.5
4 2 1,340.9 0.0 0.0 0.0 1,340.9 0.0 1,340.9 6% 0.0 80.5 1,260.4
5 8 259.3 47.1 0.0 0.0 306.4 23.6 282.9 20% 0.0 56.6 249.8
6 10 34.2 11.8 0.0 0.0 46.0 5.9 40.1 30% 0.0 12.0 34.0
7 12 7.6 14.8 0.0 0.0 22.4 7.4 15.0 100% 0.0 15.0 7.4
8 17 550.7 56.5 0.0 0.0 607.2 28.3 578.9 8% 0.0 46.3 560.9
9 38 14.4 0.0 0.0 0.0 14.4 0.0 14.4 30% 0.0 4.3 10.1
10 42 0.5 0.2 0.0 0.0 0.7 0.1 0.6 12% 0.0 0.1 0.6
11 45 0.3 0.0 0.0 0.0 0.3 0.0 0.3 45% 0.0 0.1 0.1
12 50 1.6 10.5 0.0 0.0 12.1 5.2 6.9 55% 0.0 3.8 8.3
13 Total 3,907.4 556.0 0.0 0.0 4,463.4 206.0 4,257.4 0.0 298.9 4,164.4
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Table 15
Undepreciated Capital Cost and Capital Cost Allowance Schedule for OPG's Requlated Operations - Year Ending December 31, 2012 ($M)
(e)-()+()
Undepreciated (e)-(f) Undepreciated
Capital Cost at Reduced Capital Cost at
Line Beginning of Cost of Net Proceeds of | (a)+(b)+(c)-(d) Undepreciated Recapture/ Capital Cost End of
No. Class Year Acquisitions | Adjustments | Dispositions UCC1 50% Rule Capital Cost CCA Rate | Terminal Loss | Allowance Year
(@ (b) (©) (d) (e) (®) (9) (h) 0] (0) (9]
1 1 1,698.9 277.4 0.0 0.0 1,976.3 138.7 1,837.6 4% 0.0 73.5 1,902.8
2 | 1-rolling start 276.4 85.0 0.0 0.0 361.4 0.0 361.4 4% 0.0 14.5 346.9
3 11 57.5 22.9 0.0 0.0 80.4 11.5 69.0 6% 0.0 4.1 76.3
4 |1.1-rolling start 0.0 20.9 0.0 0.0 20.9 0.0 20.9 6% 0.0 1.3 19.7
5 2 1,260.4 0.0 0.0 0.0 1,260.4 0.0 1,260.4 6% 0.0 75.6 1,184.8
7 8 249.8 52.6 0.0 0.0 302.4 26.3 276.1 20% 0.0 55.2 247.2
8 10 34.0 13.1 0.0 0.0 47.1 6.6 40.6 30% 0.0 12.2 34.9
9 12 7.4 16.4 0.0 0.0 23.8 8.2 15.6 100% 0.0 15.6 8.2
10 17 560.9 108.1 0.0 0.0 669.0 54.0 614.9 8% 0.0 49.2 619.8
11 |17-rolling start 0.0 48.8 0.0 0.0 48.8 0.0 48.8 8% 0.0 3.9 44.9
12 38 10.1 0.0 0.0 0.0 10.1 0.0 10.1 30% 0.0 3.0 7.0
13 42 0.6 0.3 0.0 0.0 0.9 0.1 0.8 12% 0.0 0.1 0.8
14 45 0.1 0.0 0.0 0.0 0.1 0.0 0.1 45% 0.0 0.1 0.1
15 50 8.3 8.4 0.0 0.0 16.7 4.2 12.5 55% 0.0 6.9 9.8
17 Total 4,164.4 653.9 0.0 0.0 4,818.3 249.6 4,568.8 0.0 315.1 4,503.2
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Table 16
Calculation of Impact of Bruce Revenues and Costs on Prior Period Regulatory Tax Losses ($M)
Years Ending December 31, 2005, 2006 and 2007
Line 2005 2006 2007
No. Actual Actual Actual
(a) (b) (c)
1 |[Regulatory EBT 109.1 115.8 147.1
Additions for Regulatory Tax Purposes:
2 Depreciation 98.4 99.1 67.7
3 Used Fuel and Waste Management Expenses 15.4 17.4 25.7
4 Receipts from Nuclear Segregated Fund 11.0 9.0 24.0
5 Adjustment Related to Duplicate Interest Deduction 13.4 10.5 8.7
6 Other 2.1 2.1 39.1
7 |Total Additions 140.3 138.1 165.2
Deductions for Regulatory Tax Purposes:
8 Deferred Rent Revenue 13.8 13.8 13.8
9 CCA 12.5 11.6 10.1
10 | Cash Expenditures for Nuclear Waste & Decommissioning 31.0 45.0 67.0
11 | Contributions to Nuclear Segregated Funds 212.0 212.0 563.0
12 |Total Deductions 269.3 282.4 653.9
13 |Regulatory Tax Loss Related to Bruce Revenues and Costs (29.9) (28.5) (341.6)
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Table 17
Calculation of Prior Period Operating Losses for Prescribed Assets ($M)
Years Ending December 31, 2005, 2006 and 2007
Line 2005 2006 2007
No. Actual Actual Actual
(a) (b) (€)
Total Regulatory EBT per EB-2007-0905" 106.0 193.8 (84.0)
Less: Regulatory EBT for Bruce Assets included in Total Regulatory EBT 109.1 115.8 147.1
3 |Regulatory EBT (Loss) for Prescribed Assets (3.2) 78.0 (231.2)
Notes:
1 Asfiled in EB-2007-0905, Ex. F3-T2-S1, Tables 7 and 8, Line 1 (see Attachment 2)
2 Asper Ex. F4-T2-S1, Table 16, Line 1
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TAXES

1.0 PURPOSE

This evidence addresses three matters related to taxes for the regulated facilities:

e It presents tax expense, including income tax, Ontario capital tax, commodity tax, and
property tax for the regulated facilities for the historic, bridge and test years.

o It presents the regulatory tax losses (nhegative regulatory taxable income) for the
regulated facilities for the period from April 1, 2005 to March 31, 2008, which are used in
the determination of the balance in the Tax Loss Variance Account; and

o It presents the benchmark tax expense for the regulated facilities. The benchmark tax
expense is the April 1, 2008 to December 31, 2009 income tax provision which results
from the revenue requirement approved in EB-2007-0905. The benchmark tax expense is
used in the determination of the balance in the Tax Loss Variance Account and the

Income and Other Taxes Variance Account.

2.0 OVERVIEW

OPG seeks approval of the following test period tax expenses:

¢ Income tax expense of $58.0M and $129.8M for the regulated hydroelectric and nuclear
facilities, respectively as presented in Ex. F4-T2-S1 Tables 1 and 3.

e Property tax expense of $32.6M for the nuclear facilities, as presented in Ex. F4-T2-S1
Table 3.

In Ex. H1-T2-S1, OPG seeks approval to recover the balance of $491.4M in the tax loss
variance account. This balance is determined, in part, using the tax losses available as at
March 31, 2008 of $110.9M as presented at Ex. F4-T2-S1 Table 7 and the benchmark
regulatory income tax expense for the period April 1, 2008 to December 31, 2009 of $66.0M
as presented in Ex. F4-T2-S1 Table 9. This evidence documents the tax calculations and
methodologies used to determine the tax losses and benchmark tax expense. The variance

account balance itself is determined in Ex. H1-T2-S1.
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The benchmark tax expense is also utilized to determine the balance in the Income and
Other Taxes Variance Account. OPG seeks approval for disposition of the balance ($43.8M)

in the Income and Other Taxes Variance Account in Ex. H1-T2-S1.

Section 3 of this exhibit describes the methodology and principles that OPG applies to

determine income tax expense for the regulated facilities.

Section 4 discusses the determination of regulatory tax losses for the period from April 1,
2005 to March 31, 2008 as required by the OEB’s Decision in EB-2007-0905 (page 171).

Section 5 discusses the benchmark income tax expense for the period April 1, 2008 to
December 31, 2009. Determination of the benchmark income tax expense is required by the
OEB’s Decision in EB-2007-0905 (page 128). It also discusses the actual income tax
expense for the historical years 2008 and 2009.

Section 6 discusses the derivation of the forecast taxable income for 2010 - 2012.

Sections 7, 8, 9 and 10 review other tax matters, Ontario capital tax expense, commodity tax

and property tax expense.

For all three tax matters addressed in this exhibit, that is, determination of the forecast
income tax expense for the test period, calculation of the regulatory tax losses for the period
April 1, 2005 to March 31, 2008 and determination of the benchmark tax expense for April 1,
2008 to December 31, 2009, OPG has applied the same principles and methodologies for
the tax calculations. The methodology starts with determination of regulatory taxable income
in accordance with requirements of the Income tax Act (Canada), Taxation Act, 2007
(Ontario) and for taxation years ending prior to January 1, 2009, the Corporations Tax Act
(Ontario), as modified by the Electricity Act, 1998 and related regulations. This involves
adjusting (through additions and deductions) regulatory earnings before tax to address
differences between accounting and tax treatments. In most cases, these additions and

deductions are commonly used by regulated utilities in their tax calculations, however, in
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some cases they result from items unique to OPG. To evaluate the appropriate amounts

attributable to ratepayers and the shareholder for regulatory tax or tax losses, OPG has

applied the principles established in the EB-2007-0905 Decision. The principles established

by the OEB in that decision are:

e The party that bears a cost should be entitled to any related tax savings or benefits; and

e Only the prescribed assets are to be considered in the evaluation.

3.0 INCOME TAX EXPENSE

3.1 General Requirements

Under the Electricity Act, 1998, OPG is required to make payments in lieu of corporate
income and capital taxes to the Ontario Electricity Financial Corporation (“OEFC”) and to file
federal and provincial income tax returns with the Ontario Ministry of Finance. The tax
payments are calculated in accordance with the Income Tax Act (Canada), the Taxation Act,
2007 (Ontario) (the Corporations Tax Act (Ontario) for taxation years ending prior to January
1, 2009), as modified by the Electricity Act, 1998 and related regulations. This effectively
results in OPG paying taxes similar to what would be imposed under federal and Ontario tax

legislation.

3.2 Regulatory Income Tax Expense for Prescribed Facilities
OPG uses the taxes payable method for determining regulatory income taxes for its
prescribed assets, as it did in EB-2007-0905. Under the taxes payable method, only the

current income tax expense is reflected in the revenue requirement.

Regulatory income taxes for the prescribed facilities are determined by applying the statutory
tax rate to the regulatory taxable income of the combined prescribed nuclear and
hydroelectric facilities. Changes to existing statutory tax rates are applied during the test
period when the changes are considered to be enacted or substantively enacted. Corporate
income tax rate reductions beginning July 1, 2010 were introduced in the 2009 Ontario
Budget. The legislation incorporating this change received Royal Assent on December 15,
2009, and therefore the reduced rates have been used to calculate income taxes for the

bridge and test periods. As reflected in Ex. H1-T1-S1, section 4.2, the impact of this change





© 0O N o ol b WO DN P

W W NN DN NN DD DD DD P PP PR RE R R R
P O © 00 N O Ol b WO N P O ©W 00NN O O B W DN P+, O

Filed: 2010-05-26

EB-2010-0008

Exhibit F4

Tab 2

Schedule 1

Page 4 of 28

on income taxes for the prescribed facilities during 2010 has been reflected in the Income

and Other Taxes Variance Account.

For the purpose of determining payment amounts for the regulated hydroelectric and nuclear
facilities, income taxes determined for OPG’s prescribed facilities are allocated based on
each business’s regulatory taxable income. This approach is the same as that taken in EB-
2007-0905. In a situation where there is a tax loss in the nuclear business, this approach
reduces the total revenue requirement, as the loss in the nuclear business would reduce the
tax expense for the regulated hydroelectric facilities. Income taxes allocated to regulated
hydroelectric facilities are presented in Ex. F4-T2-S1 Table 1 and to nuclear facilities in Ex
F4-T2-S1 Table 3.

Regulatory taxable income is computed by making additions and deductions to the regulatory

earnings before tax for items affected by different regulatory accounting and tax treatment,

applying the same principles used for the calculation of actual income taxes under applicable

legislation as well as regulatory principles. These additions and deductions are detailed in

the calculation of taxable income/loss in the following tables, contained in Ex F4-T2-S1:

e Table 5 — Calculation of forecast regulatory income taxes for years 2010 - 2012.

e Table 6 — Calculation of actual regulatory income taxes for years 2008 — 2009.

e Table 7 — Calculation of actual regulatory tax losses for the years 2005 - 2007 and the
first quarter of 2008.

e Table 9 — Calculation of the benchmark forecast regulatory income taxes for the period
April 1, 2008 to December 31, 2009.

The principles underlying the additions and deductions to regulatory earnings before tax are

outlined in the next section.

3.3 Description of Additions and Deductions to Regulatory Earnings Before Tax

3.3.1 Depreciation and Amortization/Capital Cost Allowance

Accounting depreciation and amortization of fixed/intangible assets is not deductible for tax

purposes; however, capital cost allowance (“CCA”) is deductible. Therefore, depreciation and





© 0O N O O A W DN

W W N DD DN DN DN DN DNDDDNDNDN P P PR R R R R
m O © 00 N O Ol A WO NP O © 00N O O B W DN -, O

Filed: 2010-05-26

EB-2010-0008

Exhibit F4

Tab 2

Schedule 1

Page 5 of 28

amortization expense is an addition to earnings before tax, while CCA is deducted from
earnings before tax. Accounting depreciation and amortization of fixed/intangible assets for
prescribed facilities is determined in accordance with OPG’s depreciation and amortization

policy, as described in Ex. F4-T1-S1 section 3.0.

OPG'’s capital assets are classified into tax asset classes in accordance with Income Tax
Regulations. CCA deductions are determined based on the undepreciated capital cost
("UCC"), tax depreciation rates and requirements defined by the Regulations for each asset
class. The calculations of CCA deductions are detailed on an asset class basis on the
Undepreciated Capital Cost and Capital Cost Allowance schedules T2S(8) filed as part of
OPG's income tax returns at Ex. F4-T2-S1 Attachment 3. These schedules contain
consolidated information for both OPG’s regulated and unregulated assets. OPG also
attaches UCC and CCA schedules for its prescribed assets only (Ex. F4-T2-S1 Tables 13 -
15 to this exhibit) to support its CCA deduction for the bridge and test period years.

3.3.2 Nuclear Waste Management Expenses

OPG is responsible for decommissioning its nuclear stations and managing nuclear used fuel
and low-level and intermediate-level waste produced by these facilities (collectively, the
“nuclear liabilities”) as described in Ex. C2-T1-S1. Consistent with the provisions of the
Income Tax Act (Canada), accounting expenses accrued relating to these obligations are not
deductible for tax purposes. The portion of these expenses relating to the prescribed assets
has been added back to earnings before tax to determine the taxable income for OPG’s
prescribed assets. The portions pertaining to prescribed facilities are presented in Ex. C2-T1-
S2 Table 1. These expenses consist of used fuel storage and disposal and variable waste

management costs.

3.3.3 Cash Expenditures for Nuclear Waste and Decommissioning

Cash expenditures incurred and charged against the nuclear liabilities for waste
management and decommissioning activities are deductible for tax purposes in accordance
with the Income Tax Act (Canada). Cash expenditures relating to the prescribed assets have

been deducted from earnings before tax to determine the taxable income for OPG's
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prescribed assets. The expenditures for the prescribed facilities are presented in Ex. C2-T1-
S2 Table 1.

3.3.4 Segregated Fund Contributions and Receipts

Under the Ontario Nuclear Funds Agreement (“ONFA"), OPG is required to make
contributions to segregated funds to enable it to meet its obligations for the nuclear liabilities,
as described in Ex. C2-T1-S1. The regulations under the Electricity Act, 1998 allow OPG a
tax deduction when the contributions are made. OPG’s approved ONFA contribution
schedule is used to determine OPG’s forecast contributions to segregated funds. The
contributions related to OPG’s prescribed assets are presented in Ex C2-T1-S2 Table 1, and

are deducted from earnings before tax.

When OPG receives disbursements from the funds for reimbursement of eligible
expenditures, the amounts received are taxable as per section 14 of the Regulations under
the Electricity Act, 1998. The amounts related to OPG'’s prescribed facilities are presented in

Ex. C2-T1-S2 Table 1, and are added to earnings before tax.

3.3.5 Pension/Other Post-Employment Benefits

Pension and other post-employment benefits (“OPEB”) expenses recorded by OPG for
accounting purposes (as discussed in Ex. F4-T3-S1, section 6) are not deductible for tax
purposes per the provisions of the Income Tax Act (Canada); therefore these expenses have
been added back to earnings before tax. However, cash contributions to the registered
pension plan, as well as the payments for OPEB and the supplementary pension plan are
deductible for tax purposes, and are consequently reflected as deductions from earnings

before tax.

3.3.6 Adjustment Related to Financing Cost for Nuclear Liabilities and Adjustment Related

to Duplicate Interest Deduction

This adjustment is required as a result of the methodology for recovery of the revenue
requirement impact of the nuclear liabilities, and the tax deductions taken for contributions to

the nuclear segregated funds and cash expenditures for nuclear waste management and
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decommissioning. The adjustment is different for the periods before and after April 1, 2008
because the methodology for recovery of the revenue requirement impact of the nuclear

liabilities changed as a result of the OEB’s Decision in EB-2007-0905.

Effective April 1, 2008, OPG adds back to the regulatory earnings before tax an adjustment
in respect of the financing cost of the nuclear liabilities related to its prescribed facilities. At
page 90 of the Decision in EB-2007-0905, the OEB determined that the weighted average
accretion rate of 5.6 per cent for the test period should be applied to the lesser of the
average unfunded nuclear liabilities and the average unamortized asset retirement costs for
the prescribed facilities. This amount was reflected in OPG’s approved revenue requirement.
It is deducted as a cost in determining regulatory earnings before tax available to equity
holders. For years 2009 - 2012, the derivation of this amount is presented in Ex. C1-T1-S1
Tables 1 - 4, line 7, respectively. For the period April 1, 2008 to December 31, 2008 the
derivation of this amount is presented in Ex. C1-T1-S1 Table 5, line 7. The segregated fund
contributions also include financing costs related to the nuclear liabilities, and are also
deducted in determining taxable income for the prescribed facilities. Therefore, the
Adjustment Related to Financing Cost for Nuclear Liabilities is included as an addition to

regulatory earnings before tax to remove the duplicate deduction.

For the period prior to April 1, 2008, OPG added back to regulatory earnings before tax an
adjustment related to the duplicate interest deduction. This adjustment represents a portion
of interest that was included in both OPG’s tax deduction for segregated fund contributions
and in the deemed interest financing the asset retirement costs. The average unamortized
asset retirement costs for the prescribed facilities were included in OPG’s rate base and
were partially financed by deemed debt in accordance with the approved capital structure.
The adjustment was determined based on the debt ratio and the cost of debt as presented in
EB-2007-0905, Ex. C1-T2-S1 Tables 4, 5 and 6 for 2007, 2006 and 2005 respectively. The
2007 debt ratio and cost of debt are also presented in Ex. C1-T1-S1 Table 6 in this
Application. The debt ratio and cost of debt were applied to the average unamortized asset

retirement costs presented in EB-2007-0905.
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3.3.7 First Nations’ Past Grievances Provision

Expenses recorded by OPG in 2007 for accounting purposes as provisions for anticipated
future expenditures are not deductible for tax purposes consistent with the provisions of the
Income Tax Act (Canada). Therefore, these expenses have been added back to earnings

before taxes.

3.3.8 Scientific Research and Experimental Development (“SR&ED™) Expenditures and

Investment Tax Credits

The capital portion of SR&ED expenditures is deductible from earnings before tax.
Additionally, OPG can claim a non-refundable investment tax credit (“ITC") equal to 20 per
cent of the qualifying SR&ED expenditures incurred in the year that reduces the federal
portion of corporate income taxes otherwise payable. The amount of ITCs recognized for
accounting purposes is determined based on an assessment of the likelihood of their
allowance, and is recorded as a reduction to OM&A expenses in the year the ITCs are
recognized, resulting in an increase to earnings before tax. The reduction to OM&A
expenses for recognized ITCs is presented in Ex. F4-T4-S1. ITCs utilized in a given year are
taxable in the subsequent year and therefore there is a lag in the taxability of the ITCs.

SR&ED ITCs are further discussed in section 7.1 below.

3.3.9 Other

This category includes other required additions or deduction to earnings before tax such as:

¢ Nuclear materials and supplies obsolescence expenses recorded for accounting
purposes as part of nuclear base OM&A (as discussed in Ex. F2-T2-S1, section 2.2) that
are not deductible for tax purposes as per the Income Tax Act (Canada).

e Computer equipment that is expensed for accounting purposes in accordance with
OPG'’s capitalization policy but must be capitalized and is eligible for CCA deductions for
tax purposes.

o Fifty per cent of OPG’s nuclear fuel expense incurred in a given year is not deductible for
tax purposes until the following year. Therefore, OPG adds back 50 per cent of the year's
nuclear fuel expense and deducts 50 per cent of the prior year’'s nuclear fuel expense.

The resulting net addition or net deduction adjusts earnings before tax.
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¢ Meals and entertainment expenses that are subject to the 50 per cent tax deduction

limitation.

3.4 Regulatory Tax Treatment of Regulatory Assets and Liabilities

Amounts recorded by OPG as regulatory assets or liabilities for accounting purposes may
impact OPG's actual taxable income in different periods, depending on the nature of the
regulatory asset or liability. In certain cases, amounts recognized for accounting purposes as
regulatory assets or liabilities are also considered to be period revenues or expenses (or
reductions thereto) for tax purposes and thus impact OPG’s actual taxable income in the
same period. In other cases, the timing of inclusion in OPG’s actual taxable income differs

from the timing of recognition for accounting purposes.

For regulatory purposes, any tax impact (i.e., tax benefits or costs) to ratepayers of the
amounts recorded as regulatory assets or liabilities is reflected in the calculation of regulatory
taxable income over the same period as these amounts are recovered from, or refunded to
ratepayers. This regulatory approach results in the same total tax impact as the actual tax
payable by OPG, considering the entire period from when the regulatory asset or liability is
initially recorded to when the regulatory asset or liability is fully recovered or refunded. This
regulatory treatment provides for a matching of costs and benefits in accordance with the
principle that “the party who bears a cost should be entitled to any related tax savings or
benefits” (EB-2007-0905 Decision with Reasons p. 170).

The amount of regulatory assets and liabilities that are recovered or refunded through rates
in a period is reflected in both the regulated revenues and the amortization expense (or
amortization credit) for that period. Since these would be equal and offsetting amounts, the
net impact on earnings before tax for the period is zero. In calculating regulatory tax no
adjustment to regulatory earnings before tax is necessary because the amount that would
otherwise be added back to earnings before tax as amortization expense is the same as the
amount that would also be deducted from earnings before tax to provide the benefit to rate
payers. This approach results in the tax impact of the recovered amounts being reflected in

the year of recovery.
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To the extent that there is no tax benefit to be matched to the variance account or deferral
account recovery, an adjustment to regulatory earnings before tax is required. This is the
case for the Nuclear Liability Deferral Account, where the majority of the underlying costs
recorded in the account are not deductible for tax purposes (e.g., depreciation). Therefore,
while the amortization of this account is shown as an addition to regulatory earnings before
tax for 2008 to 2009 and 2010 to 2012 in Ex. F4-T2-S1 Table 6, line 6 and Table 5, line 6,
respectively, there is a minimal deduction from earnings before tax. The amounts deducted
for 2008 to 2009 and 2010 to 2012 are shown in Ex. F4-T2-S1 Table 6, line 18 and Table 5,

line 19, respectively.

Similarly, in the case of the Income and Other Taxes Variance Account, some of the
underlying amounts recorded in the account are not taxable (e.g., variance from forecast
income tax expenses due to changes in the income tax rates). Accordingly, the portion of the
amortization of this account that relates to amounts that are non-taxable is added back to
regulatory earnings before tax in 2011 and 2012 in Ex. F4-T2-S1 Table 5, line 8.

An adjustment to regulatory earnings before tax is also required to address the regulatory
treatment of the Bruce Lease net revenues. The forecast net revenues (after tax) from the
Bruce Lease reduces OPG’s revenue requirement, and therefore the earnings before tax for
the prescribed facilities as shown in Ex. F4-T2-S1 Table 5, note 1. To the extent that there is
a difference between the forecast and actual net revenues from the Bruce Lease, there is a
difference in the regulatory earnings before tax and therefore the taxes for the prescribed
facilities. Hence, an adjustment to regulatory earnings before tax is required in the year of
recovery of this variance to ensure that any shortfall in regulatory taxes is also recovered
from the ratepayers. Accordingly, the amortization of the Bruce Lease Net Revenues
Variance Account is added back to regulatory earnings before tax in 2011 and 2012 in Ex.
F4-T2-S1 Table 5, line 7.

40 TAXLOSSES PRIOR TO APRIL 1, 2008
For the years 2005 to 2007, OPG’s regulated business incurred tax losses (negative

regulatory taxable income), which were available to be carried forward for utilization in later
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years against regulatory taxable income of the regulated business. In its EB-2007-0905

Application, OPG presented the amount of tax losses available to be carried forward at the
end of 2007 as $990.2M. The OEB subsequently directed OPG to recalculate the tax losses

to reflect the OEB’s findings in its Decision in EB-2007-0905. This recalculation resulted in

the amount of the tax losses available to be carried forward at the end of 2007 to be
$188.5M.

This section presents information with respect to the tax loss incurred in the years 2005 -

2007 and the first quarter of 2008. The tax loss calculation is supported in three ways:

The actual regulatory tax losses are calculated starting from regulatory earnings before
tax and applying the methodology and additions and deductions detailed in section 3
above. The calculations incorporate the directions of the OEB’s Decision in EB-2007-
0905, including the application of the principles that the party who bears a cost should be
entitled to any related tax loss benefit and only the prescribed facilities are considered in
the tax loss calculation. The calculation of these tax losses is presented in Ex. F4-T2-S1

Table 7 and discussed in section 4.1 below.

The tax losses for 2005 - 2007 are reconciled with the tax loss calculations presented in
OPG’s evidence in EB-2007-0905. This reconciliation shows the adjustments to
regulatory tax losses resulting from the OEB’s Decision in EB-2007-0905. The

reconciliation is presented in Ex. F4-T2-S1 Table 8 and is discussed in section 4.2 below.

The determination of the tax expense for the prescribed facilities for 2005 — 2007 is
reconciled with OPG’s corporate income tax returns. This reconciliation responds to the
direction on page 171 of the OEB’s decision in EB-2007-0905 that OPG file an analysis
of its prior period tax returns identifying all items that should be taken into account in the
tax expense for the prescribed facilities. The reconciliation is presented in Ex. F4-T2-S1

Tables 10 - 12 and discussed in section 4.3 below.

OPG also engaged Ernst & Young to perform and report on specified procedures on the

schedules presented in Ex. F4-T2-S1 Tables 10 — 12 reconciling information in OPG's
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corporate tax returns to the determination of prior period tax losses for the prescribed
facilities for 2005, 2006 and 2007. These reports were prepared to assist the OEB and
intervenors. The specified procedures tie the numbers on these schedules back to the
underlying OPG source documentation. This source documentation includes OPG'’s tax
returns, OPG’s audited consolidated financial statements, general ledger accounts and

certain internal reports and management prepared schedules and worksheets.

The specified procedures were applied by Ernst & Young in accordance with Canadian
Institute of Chartered Accountants (“CICA”) Handbook Section 9100. A copy of the Ernst
& Young reports for 2005, 2006 and 2007 are filed as Attachment 1. By applying the
specified procedures, Ernst & Young was able to tie the numbers on the schedules back
to the source documents with no exceptions. As a result, Ernst & Young confirmed that
the numbers shown in the schedules (Ex. F4-T2-S1 Tables 10-12) have been agreed to
source documents including tax returns filed by OPG, audited financial statement and
supporting general ledger accounts, or other reports and schedules as set out in the

specified procedures reports.

4.1 Calculation of Actual Tax Losses for April 1, 2005 — March 31, 2008

The cumulative tax losses for the years 2005 to 2007 are $210.4M, (2005 — $87.4M; 2006 —
$84.7M; 2007 — $38.3M). Excluding the tax loss of $21.9M related to the period prior to April
1, 2005, which was the effective date of payments amounts established pursuant to O. Reg.
53/05, the cumulative revised tax losses are $188.5M. The determination of the pre-April 1,

2005 tax loss of $21.9M is based on a straight-line pro-ration of the 2005 annual tax loss.

The resulting cumulative tax losses of $188.5M were used to reduce the taxable income of
$77.6M for the period January 1, 2008 to March 31, 2008 to nil, resulting in remaining net
cumulative tax losses of $110.9M, as presented in lines 20 — 29 of Ex. F4-T2-S1 Table 7 and

reproduced in Chart 1 below.
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January 1to
Line 2005 2006 2007 March 31, 2008
No. Particulars Actual Actual Actual Actual
(@) (b) © (d)
Regulatory Taxable Income / (Loss) Before Allocation to Period Prior to
20 Regulation and Loss Carry-Over ®7:4) 84.7) (383) e
21 |Allocation to Period Prior to Regulation® 21.9 N/A N/A N/A
22 |Regulatory Taxable Income / (Loss) Before Loss Carry Over (65.5) (84.7) (38.3) 77.6
23 |Tax Loss Carry-Over to Future Periods / (from Prior Periods) 65.5 84.7 38.3 (77.6)
24 [Tax Loss Available for Mitigation in EB-2007-0905 as at March 31, 2008 (110.9)
Utilization of Prior Period Tax Losses
25 |Taxable Income for Year Endina December 31, 2008 116.9
26 |Less: Tax Loss Utilized During Three Months Ending March 31, 2008 (77.6)
27 |Tax Loss Utilized During Nine Months Ending December 31, 2008 39.2
28 |Tax Loss Utilized During Year Ending December 31, 2009° 716
29 |Total Tax Loss Utilized as at December 31, 2009 (line 27 + line 28) 110.9
Notes:

1 Allocation to Period Prior to Regulation refers to the portion of the 2005 tax loss attributable to the period

2

4.2

January 1, 2005 to March 31, 2005, as discussed in Ex. F4-T2-S1.
The amounts are presented in Ex. F4-T2-S1 Table 6.

Reconciliation to Evidence in EB -2007-0905

The adjustments from the amount of tax losses of $990.2M at the end of 2007 presented in
the evidence in EB-2007-0905 to the revised amount of $188.5M are presented in Ex. F4-T2-
S1 Table 8 and are discussed below. Ex. F4-T2-S1 Table 8 is reproduced below as Chart 2
for ease of reference. The tax tables filed in EB-2007-0905 are provided at Ex. F4-T2-S1

Attachment 2 for reference.
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Chart 2

Reconciliation of Prior Period Regulatory Tax Losses ($M)

Years Ending December 31, 2005, 2006, 2007 and Three Months Ending March 31, 2008

Line 2005 2006 2007
No. Particulars Actual Actual Actual Total
@ (b) © (d)
Per OPG's Original Filing EB-2007-0905";
1 Loss for the Year (364.4) (101.2) (553.0) (1,018.6)
2_| Allocation to Period Prior to Requlation® 284 0.0 0.0 284
3 |Loss Available to be Carried Forward (336.0) (101.2) (553.0) (990.2)
Adjustments to Original Income / (Loss) for the Year:
4 | Adjustmentto Timing of PARTS Costs Deduction 254.0 (12.0) (95.0) 147.0
5 Exclusion of Impact of Bruce Revenues and Costs? 19.9 285 341.6 390.0
6 | Adjustmentfor Operating Losses Borne by OPG's Shareholder’ 3.1 0.0 2311 234.2
7 | Update of Tax Information for 2007 N/A N/A 37.0 37.0
8 |[Total Adjustments Before Allocation to Period Prior to Regulation 277.0 16.5 514.7 808.2
9 |Allocation of Adjustments to Period Prior to Regulation4 (6.5) 0.0 0.0 (6.5)
10 |Adjusted Loss for the Year (Line 3 + Line 8 + Line 9) (65.5) (84.7) (38.3) (188.5)
11 [Income for Q1 2008 77.6
12 |Adjusted Tax Loss as at March 31, 2008 (110.9)

Notes:

1 Asfiled in OPG's application EB-2007-0905 in Ex. F3-T2-S1 Table 9 (see Attachment 2).
Calculation of impact of Bruce revenues and costs is presented in Ex. F4-T2-S1 Table 16.

2
3 Calculation of operating losses for prescribed assets borne by OPG’s Shareholder is presented in Ex. F4-T2-S1 Table 17.
4 Allocation to Period Prior to Regulation refers to the portion of the 2005 tax loss / tax loss adjustments attributable to the period

January 1 to March 31, 2005, as discussed in Ex. F4-T2-S1.

42.1 $147.0M Reduction Due to Timing of PARTS Costs Deduction

The cost recorded in the PARTS deferral account result in a tax benefit. OPG’s EB-2007-
0905 Application included a deduction for the full amount of the PARTS costs of $258.0M

and $13.0M in 2005 and 2006, respectively, the same years in which these costs were
incurred. This deduction was presented in Ex. F3-T2-S1 Table 8, line 18 in EB-2007-0905.

This treatment did not match the timing of the tax benefit of these costs to their recovery from

ratepayers through approved payment amounts. Consistent with the requirement of the OEB

as set out on page 170 of the EB-2007-0905 Decision, OPG is providing the tax benefit

related to the PARTS costs deduction to ratepayers to coincide with the timing of the

recovery of costs, including interest on the deferral account, from ratepayers.
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This adjustment ensures that the amount of the deduction equals the amortization (recovery)
of the PARTS deferral account of $4.0M and $25.0M in 2005 and 2006, respectively (as
presented in EB-2007-0905, Ex. F3-T2-S1 Table 8, line 7) and $95.0M in 2007 (as presented
in EB-2007-0905, Ex. F3-T2-S1 Table 7, line 7). This adjustment resulted in a reduction to

tax losses of $147.0M over the 2005 - 2007 period.

The regulatory tax calculations over the remaining recovery period for the PARTS balance,
ending at December 31, 2011, include a deduction corresponding to the amount being
recovered through payment amounts. Accordingly, this adjustment represents only a
difference in the timing of the benefit being received by ratepayers and the total benefit
remains the same. In EB-2007-0905, the entire benefit associated with the PARTS account
was received in 2005 - 2007 whereas in this Application, the benefit is provided over the

period of 2005 - 2011 consistent with the amortization period of the PARTS account.

4.2.2 $390.0M Reduction Resulting From Exclusion of Impact of Bruce Revenues and

Costs
OPG’s EB-2007-0905 Application presented regulatory earnings/(losses) before tax in EX.
F3-T2-S1 Tables 7 and 8, line 1 for 2005 - 2007 of $106.0M, $193.8M and ($84.0M) that
included both prescribed facilities and Bruce assets. The OEB determined in EB-2007-0905
on page 169 that “any calculation of tax losses in respect of the prescribed facilities should
exclude revenues and expenses related to the Bruce lease,” and further noted on page 171
that “the income tax provision for the prescribed facilities in future applications should not
include any income or loss in respect of the Bruce lease.” Consequently, OPG removed
earnings before tax related to Bruce assets and related additions and deductions to those
earnings, resulting in the removal of tax losses of $19.9M, $28.5M, and $341.6M for 2005,
2006 and 2007, respectively. Accordingly, total losses for years 2005 — 2007 were reduced
by $390.0M. The calculation of the impact of Bruce revenues and costs on prior period

regulatory tax losses is presented in Ex. F4-T2-S1 Table 16.
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4.2.3 $234.2M Reduction for Operating Losses Borne by OPG’s Shareholder

After the exclusion of earnings before tax related to Bruce assets described above, the
operating losses before tax related to prescribed facilities were $3.1M and $231.1M in 2005
and 2007, respectively. The reconciliation of the losses for the prescribed facilities for 2007
to OPG’s annual audited consolidated financial statements is provided in Ex. F2-T4-S1 Table
17.

In its EB-2007-0905 Decision, the OEB made the following observations regarding OPG'’s
operating losses on page 170:

It would appear that the operating loss in 2007 was borne completely by OPG’s
shareholder. Consumers have not been required to absorb that loss because
the payment amounts for 2007 were set in 2005 and did not change.
Accordingly, in the Board’'s view, none of the tax benefit of that loss should
accrue to consumers.

The losses in years 2005 and 2007 were borne by OPG’s shareholder, and as such OPG
excluded these losses by setting the earnings before tax in those years to nil. Comparison of
the forecast versus actual nuclear production in 2007 verifies that the loss of $231.1M in
2007 was borne by OPG's shareholder. OPG’s actual nuclear production for 2007 was 44.2
TWh as presented in Ex. E2-T1-S1 Table 1 which was 8.8 TWh lower than the forecast
production of 53.0 TWh provided to the Province for the purposes of setting interim payment
amounts for the period up to April 1, 2008. The forecast production is provided in the
document titled “Forecast Information (as of Q3/2004) for Facilities Prescribed under Ontario
Regulation 53/05” which is referenced in O. Reg. 53/05 and posted on the OEB’s website at
the following url:

http://www.oeb.gov.on.ca/documents/cases/EB-2006-

0064/forecast facilities_opg 20070213.pdf

Based on the nuclear payment amount of $49.50/MWh, the lower production resulted in
lower revenues to OPG of approximately $435.6M. OPG’s shareholder was not
compensated by the ratepayers for these foregone revenues, and hence should retain the

benefit of the associated tax losses. This treatment is consistent with the principle noted by
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the OEB in its Decision on page 170 that “the party who bears a cost should be entitled to

any related tax savings or benefits.”

4.2.4 $37.0M Reduction Due to Update of Tax Information for 2007
The tax information provided in EB-2007-0905 for 2007 was based on OPG’s 2007 year-end

income tax provision, not its actual tax expense, because the final tax expense was not yet

available. The tax information for 2005 and 2006 used the actual tax expense. The actual
2007 tax expense was determined when OPG filed its income tax returns for 2007 in June
2008. OPG’s calculation of prior period tax losses for this Application reflects actual tax
expense for 2005, 2006 and 2007 based on the information contained in its income tax
returns, applying a consistent treatment for all years in the prior period. The difference
between use of the 2007 income tax provision in EB-2007-0905 and the actual tax expense

results in a reduction to the tax losses of $37.0M.

425 $6.5M Addition from Allocation of Adjustments to Period Prior to Requlation

The adjustment of $6.5M represents the difference in the amount of the 2005 tax loss
attributable to the period prior to April 1, 2005 as a result of the redetermination of the loss.
The original amount attributable to that period was $28.4M (Ex. F4-T2-S1 Table 8), and the
revised amount is $21.9M (Ex. F4-T2-S1 Table 7).

4.3 Analysis of Prior Period Tax Returns

In the OEB’s Decision in EB-2007-0905, the OEB stated that it expected OPG to file an
analysis of its prior period tax returns. The analysis for each of the years 2005, 2006 and
2007 is presented in Ex. F4-T2-S1 Tables 10, 11 and 12, respectively. This analysis
reconciles the calculation of OPG’s consolidated taxable income to the calculation of the

regulatory taxable income for the prescribed facilities.

Since OPG'’s regulated and unregulated businesses operate within several number of legal
entities, the analysis includes a reconciliation to exclude amounts related to OPG'’s
unregulated operations. Below is a detailed explanation of the columns in the reconciliation

tables:
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The amounts in Column 1 are as per the OPG Inc. legal entity tax return for the
applicable year. The copies of the tax returns for 2005 - 2007 are provided at Ex. F4-T2-
S1 Attachment 3. The amounts in Column 2 are as per OPG Inc. subsidiaries’ tax returns
for that year, which are provided at Ex. F4-T2-S1 Attachment 3.

Column 3 represents the consolidated amounts for OPG Inc. and its subsidiaries (total of

the amounts in Columns 1 and 2). The total earnings before tax (“EBT”) in this column

represents the EBT as reported in OPG’s consolidated audited financial statements for
the applicable years.

Amounts relating to OPG’s unregulated operations, excluding the Bruce assets, (e.g.,

fossil, unregulated hydroelectric) are reported in Column 4.

The balances reported in Column 5, which represents the subtraction of Column 4 from

Column 3, are the amounts that relate to what OPG reports on its consolidated financial

statements as its “regulated” business segment. For financial reporting purposes, this

segment includes the prescribed facilities and the Bruce assets.

Column 6 represents the removal of items relating to Bruce assets as required by the

OEB in it Decision in EB-2007-0905

Certain items of income and expenses are not refundable or recoverable from ratepayers

as they do not form part of the revenue requirement calculation. Certain other items are

refunded or recovered over a period of time. Accordingly, certain amounts in Column 6

are adjusted or eliminated in Column 7 for the purposes of the regulatory tax calculation.

Some of the more significant adjusting items in Column 7 are:

0 Accretion expense for the nuclear liabilities for 2005 - 2007: this item does not form
part of regulatory earnings before tax based on the OEB-approved methodology of
recovering nuclear liabilities for the prescribed facilities.

0 One-time adjustment with respect to the write-off of Pickering A Units 2 and 3
inventory and CIP in 2005: OPG did not recover these costs from ratepayers and
therefore the associated tax benefit is not included in the calculation of regulatory
taxable income.

o0 Investment income earned by the nuclear segregated funds for 2005 - 2007: this item
does not form part of regulatory earnings before tax based on the OEB-approved

methodology of only recovering nuclear liabilities for the prescribed facilities.
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0 Adjustments to the timing of PARTS costs deduction taken by OPG in 2005 and 2006
to match the recovery of these costs from ratepayers over time, as explained above in
section 4.0 under the heading “Adjustment to Timing of PARTS Costs Deduction”.

0 Changes in the CCA amounts for 2005 - 2007 due to the resolution of the 1999
income tax audit, which resulted in changes to the undepreciated capital cost
balances for the prescribed facilities. The impact of the changes in the CCA resulting
from the resolution of the 1999 income tax audit were reflected in OPG’s EB-2007-
0905 Application. These changes were not reflected in OPG’s tax returns as filed,
resulting in the need for the reconciling item in this table.

o0 Construction in Progress (“CIP”) interest for 2005 - 2007: the amount of OPG’s actual
interest is replaced by deemed interest for regulatory purposes.

o0 Adjustment related to duplicate interest deduction, which is described in section 3.3.6
above.

e The result of the above adjustments to amounts in Column 6 is presented in Column 8,
which represents the regulatory tax calculation for 2005 — 2007 as presented in Ex. F4-

T2-S1 Table 7.

5.0 INCOME TAX EXPENSE 2008-2009

51 Benchmark Income Tax Expense April 1, 2008 to December 31, 2009

In its EB-2007-0905 Decision, the Board directed OPG to provide a benchmark of income tax
expense for the prescribed facilities, without consideration of tax losses prior to April 1, 2008,
for the test period April 1, 2008 to December 31, 2009. It has been computed using the OEB-
approved revenue requirement for that period in a manner consistent with the Board'’s
Direction. The computation of the expense, which totals $66.0M for the period ($37.5 for the
period April 1 to December 31, 2008 and $28.5M for the period January 1 to December 31,
2009), is presented in Ex. F4-T2-S1 Table 9. The expense is computed in the same manner
as the regulatory income tax expense for the historic, bridge and test period years, applying
the principles described in section 3 and the OEB’s direction in EB-2007-0905 outlined in
section 4. The application of the OEB’s direction includes the exclusion of the tax impact of
revenues and costs related to the Bruce assets and the adjustment to the timing of the
deduction for PARTS costs.
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The tax expense of $37.5M for the period April 1, 2008 to December 31, 2008 is higher than
the tax expense of $28.5M for the full year 2009 primarily due to lower annualized
contributions to segregated funds for the prescribed nuclear facilities in 2008. The total
benchmark tax expense of $66.0M is consistent with the tax expense included in OPG’s

Submission re: Notice of Motion to Vary, EB-2009-0038, page 15, Table 1, line 11.

5.2 Actual Income Tax Expense 2008 - 2009

The actual annual income tax expense for the prescribed facilities for years 2008 and 2009
has been computed using the same approach as described in section 3 and the OEB's
direction in EB-2007-0905 outlined in section 4. The computation of taxable income, before
consideration of the utilization of prior period tax losses, totals $116.9M for 2008 and
$305.6M for 2009, as presented in Ex F4-T2-S1 Table 6. The taxable income for 2008 was
offset by the utilization of prior period tax losses presented in Ex. F4-T2-S1 Table 7, resulting
in an actual tax expense of nil. The 2009 taxable income was patrtially offset by the utilization

of the balance of the prior period losses, resulting in actual income tax expense of $68.0M.

6.0 INCOME TAX EXPENSE FOR 2010 - 2012

The regulatory income tax expense calculations for the prescribed facilities for the bridge
year and test period are shown in Ex F4-T2-S1 Table 5. The forecast income tax expense for
years 2010 - 2012 has been computed using the same approach as described in section 3
and the OEB’s direction in EB-2007-0905 outlined in section 4. The additions and deductions
to regulatory earnings before tax for the bridge and test periods are consistent with those in
the period 2005 to 2007, apart from one-time adjustments in those years and adjustments for
SR&ED ITCs discussed in section 7.1 below.

The forecast tax expense in the test period years of 2011 and 2012 is $84.4M and $103.3M,

respectively.

The forecast expense in the bridge year of 2010 is $16.5M. The tax expense for 2010 is
forecast to be lower that the tax expense for the test years primarily due to lower earnings

before tax.
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7.0 OTHER TAX MATTERS

7.1 SR&ED Investment Tax Credits
As noted in section 3.3.8, the amount of SR&ED ITCs recognized for accounting purposes is
determined based on an assessment of the likelihood of their recoverability, and is recorded
as an increase to earnings before tax through a reduction to OM&A expenses. This reduction
to OM&A expenses is presented in Ex. F4-T4-S1. ITCs utilized in a given year are taxable in

the subsequent year.

OPG has qualifying SR&ED expenditures and files annual ITC claims. Until mid 2008, OPG
had no history of whether the taxation authorities would allow its claims and, consequently, it
could not assess the likelihood that the claims it filed would be allowed. Therefore, OPG
could not recognize any of the ITCs for accounting purposes. During 2008, OPG resolved the
audit of its first taxation year, 1999. In completing this audit, the tax authorities allowed
OPG’s ITC claim. Subsequent to the resolution of the audit, OPG determined that it was
acceptable to recognize 50 per cent of the claims filed to date for accounting purposes.
Therefore, as part of the process of finalizing its financial results for the year ended
December 31, 2008, OPG recorded a reduction in OM&A for 50 per cent of the ITCs claimed
from 2000 to 2007. In 2009, OPG recognized 50 per cent of the claim filed for 2008 and 50
per cent of the estimated claim for 2009. This accounting change was accepted by OPG'’s

auditors in their review of the audited financial statements for 2008 and 2009.

The recognized benefit of SR&ED expenditures incurred after April 1, 2008 forms part of the
balance in Income and Other Taxes Variance Account (discussed in Ex. H1-T1-S1 section
4.2) established by the OEB in EB-2007-0905 effective April 1, 2008. This variance account
entry arises because no amounts for SR&ED ITCs were included in the approved revenue
requirement for the April 1, 2008 to December 31, 2009 test period, and the actual
recognition of SR&ED ITCs in that period primarily resulted from the resolution of the 1999
audit. To the extent that the ultimate amount of SR&ED ITCs related to 2008 or 2009
recognized for accounting purposes in any subsequent year differs from the amounts
previously recognized, OPG will record this difference in the Income and Other Taxes

Variance Account.
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For business planning purposes for years 2010 - 2012, OPG forecasts recognition of 50 per
cent of its estimated SR&ED ITCs for those years. For 2010, the benefit of the forecast
amount is incorporated in the Income and Other Taxes Variance Account discussed in
Exhibit H. For 2011-2012, the benefit of the forecast amount of SR&ED ITCs to be
recognized is included in the test period revenue requirement as a reduction to centrally-held
OM&A costs in Ex. F4-T4-S1. To the extent that the ultimate amount of SR&ED ITCs related
to any of the years from 2010 - 2012 actually recognized for accounting purposes in any
subsequent year differs from this forecast, OPG will record this difference in the Income Tax

and Other Taxes Variance Account.

7.2 Ontario Corporate Minimum Tax

Ontario corporate minimum tax (“OCMT") is designed to impose a minimum tax based on
financial statement income calculated without most tax adjustments. The OCMT paid in a
year can be applied to reduce taxes payable in future years. Consistent with the treatment in
EB-2007-0905, OPG does not propose to recover OCMT and did not apply any credits

resulting from OCMT in previous years to reduce the revenue requirement.

8.0 ONTARIO CAPITAL TAX EXPENSE

OPG is subject to the Ontario capital tax at the applicable rate on its taxable capital subject
to the general capital tax deduction. For regulatory purposes, the rate base in excess of the
general capital tax deduction is used as a proxy for the taxable capital used as the base for
calculating Ontario capital tax for the prescribed facilities. The full capital tax deduction is
attributed to prescribed facilities to the benefit of ratepayers. OPG’s treatment of Ontario
capital tax is consistent with that accepted by the OEB in EB-2007-0905. The applicable
Ontario capital tax rates are 0.225 per cent in 2007, 2008 and 2009, and 0.15 per cent
thereafter up to June 30, 2010. The Ontario capital tax is currently scheduled to be
eliminated effective July 1, 2010. As such, there is no Ontario capital tax expense included in

the test period revenue requirement.
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The calculation of Ontario capital tax associated with the regulated hydroelectric and nuclear
facilities for years 2007 - 2010 is presented in Ex. F4-T2-S1 Tables 2 and 4, respectively.

Ontario capital tax associated with the Bruce facilities is discussed in Ex. G2-T2-S1.

9.0 COMMODITY TAX

Under the Retail Sales Tax Act (Ontario), OPG qualifies as a manufacturer who produces
goods, i.e. electricity, for sale. As a manufacturer, OPG purchases machinery and
equipment used directly in the generation of electricity which is exempt from the 8 per cent
retail sales tax (provincial sales tax or “PST”). For expenditures that are subject to PST,
OPG can either have the vendor charge OPG directly or OPG can self-assess and remit the
tax due. The amount of PST paid either forms part of the expenditures of the underlying item
(OM&A, capital, inventory, etc.), or is recorded as a centrally held cost, as discussed in Ex.
FA4-T4-S1.

OPG is also subject to the 5 per cent goods and services tax (“GST”) levied under Part I1X of
the Excise Tax Act (Canada) on all goods and services purchased. Although the GST is
recoverable by claiming input tax credits on returns filed monthly, the GST is included in the
cash working capital component of the rate base, as noted in Ex. B1-T1-S2. This approach
was approved by the OEB in EB-2007-0905.

Effective July 1, 2010, Ontario is harmonizing its retail sales tax with the GST. As a result,
instead of the 5 per cent GST and the 8 per cent PST, there will be a single 13 per cent
Harmonized Sales Tax (“HST”") in Ontario. OPG will be subject to the 13 per cent HST on
almost all of its purchases of goods and services, including those that were previously
exempt from PST. OPG will, however, be able to recover, as input tax credits, the HST paid

with certain restrictions.

For purchases that are currently subject to PST, there is a potential for cost savings to OPG.
For purchases that are currently PST exempt, such as machinery and equipment used
directly in the generation of electricity, there will be no incremental savings for OPG upon

implementation of the HST. For purchases of energy (electricity, gas, steam, fuel) for non-
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production purposes, which are currently exempt from PST but which will be subject to

restrictions with regard to claims for HST input tax credits, OPG will incur an additional cost.

The recoverable portion of HST paid on purchases of goods and services, including
applicable energy purchases, can be claimed as input tax credits on returns filed monthly.
The non-recoverable portion will form part of the expenditure of the underlying item (e.g.,

OME&A, capital inventory, etc.).

OPG'’s forecast for the test period incorporates a net reduction to costs as a result of OPG
becoming subject to HST. Since OPG is currently exempt from PST on most machinery and
equipment purchases and will be subject to the restriction on input tax credits for energy
purchases for non-production purposes, the net cost reductions related to HST are forecast
to be relatively small, at less than approximately $5M annually. The impact of HST has also
been incorporated into the computation of the cash working capital component of rate base
effective July 1, 2010, as discussed in Ex. B1-T1-S2.

Where applicable, OPG pays duty under the Customs Act (Canada) on goods imported into
Canada; however, currently most of these imports are either exempt or have duty free status
through the North American Free Trade Agreement. For supply and installation contracts, the
contractor’'s price includes duty, if applicable, on the goods imported to perform the work.
Any duty paid forms part of the expenditure on the underlying item (e.g., OM&A, capital,

inventory, etc.).

10.0 PROPERTY TAX EXPENSE

OPG is responsible for both the payment of municipal property taxes and a payment in lieu of
property tax to the Province of Ontario. The total of these two payments is intended to
represent what a commercial generating company would pay as property tax on OPG’s
assets based on full Current Value Assessment (“CVA”"), and represents OPG’s property tax
expense. OPG’s property tax expense for the regulated hydroelectric and nuclear facilities is
presented in Ex. F4-T2-S1 Tables 1 and 3, respectively. The treatment of municipal property

taxes and payment in lieu of property tax is consistent with that approved by the OEB in EB-
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2007-0905. The forecast nuclear property tax expense in this Application also includes a

forecast Water Taking Charge, as described below.

10.1 Municipal Property Taxes

Municipal property taxes are regulated under the Assessment Act, R.S.0. 1990 (the “Act”)
and are levied on OPG-owned generation lands and buildings. For certain generating assets
the Act prescribes the basis for assessment of the property. Municipal property tax payments
are made to about 100 municipalities each year by OPG. This Application presents municipal
property taxes for nuclear and regulated hydroelectric lands and buildings owned and
operated by OPG.

The Municipal Property Assessment Corporation (“MPAC”) issues notices of assessments
annually, which are reviewed by OPG staff for accurate valuation and tax classification
issues. Any incorrect classes and under/overvaluations are appealed through MPAC and the

Assessment Review Board.

OPG pays municipal property tax related to certain properties, which are not directly
associated with specific generation business units and are held centrally. These properties
primarily include OPG’s Head Office and certain other properties located in the vicinity of
Toronto, Ontario. Regulated generation business units are allocated a portion of the service
fee for the use of assets that are centrally held. As approved by the OEB in EB-2007-0905,
municipal property taxes incurred by OPG for the centrally-held properties form part of that
fee as discussed in Ex. F3-T2-S1.

10.2 Payment in Lieu of Property Tax

Payment in lieu of property tax is regulated through O. Reg. 224/00 under the Electricity Act,
1998 and is paid to the Province of Ontario through the OEFC. According to O. Reg. 224/00
the payment in lieu of property tax represents taxes based on the difference between current
value assessment (“CVA”) and the prescribed municipal assessment for certain generating

assets.
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The assessment basis under O. Reg. 224/00 has not been updated since 1999.
Consequently, the CVA used for payment in lieu of property tax calculations and the
payments in lieu of tax amounts themselves are out of date. The Province has indicated that
it intends at some point to update the assessment values in O. Reg. 224/00 and make it
retroactive to April 1, 1999. This would result in retroactive increases in the payments of

property tax for OPG.

10.3 Property Taxes on Nuclear and Bruce Assets

For property assessment and taxation purposes, prescribed nuclear generating stations and
Bruce facilities’ lands contain buildings that are classified as “generating” (e.g., buildings that
are used in, or auxiliary to, the generating process, such as power house, water treatment
plant, pump houses, etc.) and “non-generating” (e.g., administration/office buildings).
Municipal property tax payments to municipalities are paid based on a statutory assessment
rate of $86.11 per square meter, per the Act for “generating” buildings, and at CVA, which is
the valuation method used for other property owners in Ontario, for “non-generating”
buildings. For “generating” buildings, OPG is also subject to making payments in lieu of
property tax, as described above, based on the difference between CVA and the prescribed

municipal assessment rate of $86.11 per square meter.

In establishing budgets for 2008 - 2010 and the plan for 2011 - 2012 for prescribed facilities
and Bruce assets, OPG did not assume that O. Reg. 224/00 will be updated during these
years. In EB-2007-0905, OEB accepted OPG’s proposal to record the financial impact of
property tax changes for OPG’s prescribed facilities resulting from an update to O. Reg.
224/00 or related regulations in the Income and Other Taxes Variance Account. In the
budget for historical year 2007 (including Bruce assets), OPG assumed that the update to
the regulation would occur in that year, resulting in the budgeting of higher payments of

property tax than have actually occurred.

Property taxes associated with the Bruce assets are presented separately in Ex. G2-T2-S1.

10.4 Property Taxes on Hydroelectric Assets
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OPG does not make payments in lieu of property tax on hydroelectric facility stations, dams
and upstream/downstream properties; instead, OPG pays a gross revenue charge (“GRC")
under section 92.1 of the Electricity Act, 1998. Refer to Ex. F1-T4-S1 for discussion of the
GRC. For those hydroelectric properties that are not associated with a generating station or
dam site, OPG pays municipal property tax under the Act at CVA. For the regulated
hydroelectric facilities, municipal property taxes are only payable for its district office at
DeCew. DeCew municipal property taxes are expected to be approximately $24,000/year

during the test period.

10.5 Water Taking Charge

OPG'’s forecast nuclear property tax expense for 2011 and 2012 includes a water taking
charge payable to the Province effective January 1, 2011. The charge is expected to apply to
all thermal generating stations, including OPG’s nuclear facilities, which are located on the
Great Lakes Basin. The charge is intended to cover a portion of the Province’'s water
management costs. The charge will be volumetric in nature, based on the actual volume of
water taken by the facilities located on the Great Lakes Basin in the preceding calendar year.
OPG is currently classified as a Low Consumptive user and, as such, is expected to be
subject to a charge at a rate of $0.06 per m* of water used. Therefore, the forecast charge for
2011 and 2012 is based on the expected volumes of water that will be taken by the
prescribed nuclear facilities in 2010 and 2011, respectively. The total forecast amount is

expected to be in the order of approximately $0.5M per year in each of the two years.

All hydroelectric generating stations are currently expected to be exempt from this charge.
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LIST OF ATTACHMENTS

Attachment 1: Ernst & Young 2005, 2006 and 2007 Reports on Agreed-Upon Procedures

Attachment 2: Tax Tables Filed in EB-2007-0905

Attachment 3: Tax Returns for 2005 — 2007 (Filed separately requesting treatment as

confidential material)
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COMPENSATION, WAGES AND BENEFITS

1.0 PURPOSE
This evidence presents the compensation and benefits framework associated with OPG’s
regulated facilities. It provides context for other parts of the Application which address

operating costs that factor into the revenue requirement sought by OPG.

2.0 OVERVIEW

The compensation and benefits framework associated with OPG'’s regulated facilities has not
changed significantly from that reviewed in EB-2007-0905. OPG manages its compensation
and benefits costs within a complex context. OPG requires highly skilled employees and
these employees have high ongoing training needs. It also has a high degree of unionization
(90 per cent), operates in an evolving external environment in the electricity industry, and is

subject to a high level of transparency.

OPG will be facing significant demographic challenges in the next five to ten years that will
increase compensation cost pressures. OPG is committed to maintaining a competitive,
equitable and cost effective compensation and benefits program which will enable OPG to

attract, retain and engage employees required to fulfil OPG’s goals and objectives.

Section 3.0 discusses OPG’s current employee demographics and human resources
environment. Section 4.0 identifies the labour agreements in effect at OPG and section 5.0
discusses compensation levels for its major categories of employees. Section 6.0 describes
OPG’s pension and benefits programs. Section 7.0 addresses the standard labour rate
developed for each functional group by job category, and section 8.0 addresses

benchmarking with respect to compensation and support for labour negotiations.

3.0 CURRENT DEMOGRAPHICS AND HUMAN RESOURCES ENVIRONMENT
At the end of 2009 there were approximately 12,000 regular staff at OPG, and approximately
10,000 in the regulated businesses. These staff work in a predominantly unionized

environment, with approximately 90 per cent of staff belonging to either the Power Workers’
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Union (“PWU”) or the Society of Energy Professionals (“Society”). Of this 90 per cent,
approximately 60 per cent belong to the PWU and approximately 30 per cent belong to the
Society. This extent of unionization and the mix of PWU, Society and non-represented staff

have generally remained constant over the years.

For the regulated operations, the proportion of staff in Management, the PWU and the
Society is essentially the same as for the company as a whole. The PWU and Society

collective agreements have been in place since the time of demerger from Ontario Hydro,
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albeit with some modifications as outlined below. Since items such as wages, pension, and

benefits form part of the collective agreements, any changes to these can only be made

through the collective bargaining process.

Within the regulated business the staff headcount for each jurisdiction is as follows:

Chart 1
Staff Headcount® by Representation - Regulated Business - Year End 2009

Representation Nuclear? Regulated Hydroelectric> | Totals

Regular Non- 3 Regular Non- 3

Regular Regular

Management 936 12 60 1 1,008
Group
Power Workers’ 4,972 504 306 15 5,795
Union
Society of
Energy 3,028 45 124 2 3,199
Professionals
Totals 8,936 560 490 18 10,003

1. Based on 2009 year end payroll data for active employees with a base salary payment in their home base

positions.

2. Includes an allocation of 61.0 per cent to the nuclear facilities and 5.2 per cent to the regulated hydroelectric

facilities of corporate support functions staff as well as an allocation of 29 per cent of Hydroelectric Central

Support staff to the regulated hydroelectric facilities.

3. Non-Regular includes external service contractors assigned to appropriate representations.
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In order to support the diverse mix of generation technologies within OPG, staff must be
highly skilled, and must possess a wider array of skills than employees in many other utilities.
OPG'’s workforce is comprised of engineers, scientists, other professional staff, and skilled
trades people. Approximately 8,760 employees (73 per cent of the OPG population) require
post secondary education to perform their jobs. For the majority of these, two or more years
of community college or a university degree is required, and this education ranges from
skilled technician or technologist training, to advanced university degrees in fields such as
engineering and finance. The highly skilled staff are in demand across the country, and OPG
must compete for these employees with Bruce Power and other private generators and

energy service organizations as well as the general marketplace.

OPG has a mature and experienced workforce. Half of the employees are over the age of 47
and over half have greater than 17 years of service. With an aging and experienced
workforce, a significant portion of employees are currently eligible to retire. Most of the
employees eligible to retire work in Thermal, Hydro and Nuclear, and on a relative basis, are
more likely to be supervisory staff than non-supervisory staff. As a result, OPG’s planning
assumptions indicate that the company will be facing significant resourcing gaps over the
next five years. For OPG as a whole, between 2010 and 2014, it is estimated that 20 per
cent to 25 per cent of staff will need to be replaced due to retirements and terminations.
Replacement details by job family are captured below in Chart 2. For the regulated
businesses, the replacement percentages by job family are similar to those for OPG as a

whole.
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Chart 2
Per Cent of Staff to be Replaced: 2010 - 2014

Engineering 25% to 50%
Control Maintainers 25% to 30%
Mechanical Maintainers 25% to 30%
Operators & Authorized 25% to 30%
Other
(trades supervisors & managers, service maintainers,
administrative support, business analysts, lawyers, human | 10% to 15%
resource consultants, real estate services staff, emergency
response, security)
Total 20% to 25%

OPG’s workforce planning projections indicate that by the year 2019 the company will
experience a shortfall of 5,000 employees as a result of retirements and regular turnover.
Depending on staffing decisions related to re-powering OPG’s coal units and new nuclear at
Darlington, this shortfall could be as high as 7,000 by 2019.

In response to these challenges, OPG is focusing on recruitment and talent management,

skills development, and retaining and managing potential retirees.

3.1 Recruitment and Talent Management

The nature of the work performed at OPG means that many positions cannot be filled from
normal external sources. The demand for highly-skilled and industry-specific trades and
engineering knowledge requires that OPG recruit carefully and train extensively. In order to
facilitate this process, OPG has implemented a succession management process that has

identified replacement candidates for critical positions that may be impacted by retirements.

OPG has renewed its hiring programs over the last five years, and has made an effort,
through initiatives such as career fairs, to establish a brand presence on campuses of post-

secondary institutions across Ontario. Approximately 286 new employees have been hired
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through this program over the last five years. A substantial increase to this number is
required over the next five years. In order to facilitate future hiring and to further strengthen
its relationships with colleges and universities, OPG has actively partnered with selected
institutions to offer specialized training. One such strategic partner is the University of
Ontario Institute of Technology which is offering specific training programs from which OPG

will draw future employees.

In support of research and development in nuclear engineering, OPG has worked with other
organizations in the industry to establish and fund industrial research chairs. OPG also

provides more than 250 youth student awards and scholarships.

OPG has begun to partner with companies who are in the process of downsizing in order to
redeploy their mid-career employees who have skills that can be used at OPG. As well, OPG
has renewed its apprenticeship program to bring in a regular stream of entry-level skilled

tradespersons to address the demographics issue with its skilled trades workforce.

3.2 Skills Development

OPG invests considerable resources to provide technical training to its employees ensuring
that they are prepared to take on the roles essential to the organization. In addition, OPG has
focused on development initiatives to prepare employees for promotion to supervisory and
management positions as incumbents retire. Examples of development initiatives are the

training programs for new supervisors and for middle managers.

3.3 Retaining and Managing Potential Retirees
In addition to the succession management process outlined above, OPG is also making use

of retirees as a source of contingent labour for project-related work.

4.0 LABOUR AGREEMENTS

Pursuant to the Ontario Labour Relations Act, OPG was required, as a successor employer
to Ontario Hydro, to adopt collective agreements covering the employees transferred to OPG
from Ontario Hydro on April 1, 1999. For the majority of employees within OPG that are

unionized, items such as wages, pensions, and benefits can only be changed through the
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collective bargaining process. In this environment, it is necessary to balance the business

requirements and long-term company interests related to maintaining a positive relationship

with its unions, while recognizing that the unions, in most cases, have the right to strike.

Since OPG was created, new collective agreements have been negotiated by OPG with both

the PWU and the Society. The following are the agreements currently in place:

e Collective agreement between OPG and the PWU respecting general working conditions,
wages and pension for nuclear employees (April 1, 2009 - March 31, 2012).

e Collective agreement between OPG and the PWU respecting general working conditions,
wages and pension for non-nuclear employees (April 1, 2009 - March 31, 2012).

e Collective agreement between OPG and the Society respecting general working

conditions, wages, and pensions (January 1, 2006 - December 31, 2010).

A comparison of labour rates between OPG and other successors to Ontario Hydro and
major competitors is found in section 8.0 — Benchmarking, which shows that OPG compares

favourably on labour rates.

5.0 CURRENT COMPENSATION

The highly skilled nature of the work, coupled with the aging workforce, means that OPG
needs to compensate its employees appropriately in order to retain and attract a consistent
supply of employees with the high standards of skills required by OPG. Chart 3 provides the
2009 average compensation and benefits levels for the major categories of OPG employees

in the regulated businesses.
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Average Employee costs ($K) for Regulated Business — Year-End 2009

PWU Society Management Group
Non- Non- Non-

Regular | Regular 2 Regular Regular 2 Regular Regular ?
Nuclear Total Wages 108.6 62.7 122.3 79.9 156.8 89.2
Base Salary 81.4 42.8 100.4 56.2 127.3 77.1
Overtime 18.0 11.8 15.7 10.5 0.9 0.0
Incentives 2.4 0.1 3.3 1.9 18.1 7.4
Other 6.8 8.0 2.8 11.3 10.6 4.8
Benefits * 4.5 0 5.5 0 7.1 0
Pension/OPEB ° 12.1 0.0 14.7 0.0 19.1 0

Regulated
Hydro Total Wages 98.1 40.7 104.6 71.6 157.0 0.0
Base Salary 84.5 35.7 95.5 68.4 126.6 0.0
Overtime 8.3 3.4 4.9 1.7 0.7 0.0
Incentives 1.0 0.0 2.1 0.0 18.9 0.0
Other 4.3 1.6 2.1 1.6 10.8 0.0
Benefits * 3.8 0 4.4 0 6.1 0
Pension/OPEB ° 10.2 0 11.8 0 16.6 0
Corporate | Total Wages 70.5 19.6 108.5 65.8 139.3 56.4
Support Base Salary 65.5 18.3 101.3 61.1 115.7 55.6
Functions Overtime 2.1 0.7 2.3 2.0 0.0 0.0
Incentives 1.1 0.0 2.4 0.0 17.9 0.0
Other 1.8 0.6 2.4 2.7 5.7 0.8
Benefits * 3.8 0 5.9 0 7.1 0
Pension/OPEB ° 10.3 0 15.9 0 19.1 0

" Based on 2009 year end payroll data for active employees with a base salary payment in their home base

positions.

? Non-regular includes external service contractors assigned to appropriate representations.
® Includes an allocation of 29.5 per cent of Hydroelectric Central Support staff to the regulated hydroelectric

facilities.

* Benefits include group life insurance, dental, health, maternity and the Employee Family Assistance Program.
5 Represents the current service cost component of total pension/OPEB costs. Current service cost is the

only component of the pension/OPEB costs (discussed in section 6.3.1 Ex. F4-T3-S1) that relates solely

to current employees. Current service cost represents the cost of the Pension/OPEB benefit deemed to

be accrued by current employees in the year.
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Each year OPG conducts a comprehensive market review to determine an appropriate salary
increase budget. Information is gathered from various consulting companies including
Towers Perrin, Mercer, and Hay Consulting. Chart 4 provides a summary of 2008 actual
salary increases. A comparison between this chart and the wage increases provided at OPG
shows that OPG is in line with or below the external market. Charts 5 and 6 compare annual
wage adjustments for other employers of PWU and Society represented staff. The
Cumulative column in Chart 4 provides a compounded total for the increases over the period.
Charts 4, 5 and 6 demonstrate that OPG has been successful in negotiating general wage
increases that are below those of most of the successor companies of the former Ontario

Hydro, and OPG’s current competitors.

Chart 4
2008 Actual Salary Increases (%)
SOURCE ALL | NATIONAL - | NATIONAL - ONTARIO - ONTARIO -

EXECUTIVES | MANAGEMENT | EXECUTIVES | MANAGEMENT
Mercer 3.9% 4.1% 3.9% 3.7% 3.5%
Hay 3.7% 3.8% 3.7% 3.6% 3.5%
Conference Board | 3.9% N/A N/A N/A N/A
Watson Wyatt 3.5% N/A N/A N/A N/A
Hewitt 3.8% 3.7% N/A N/A N/A
Board of Trade 3.4% N/A N/A N/A N/A
OPG 3.5% 3.5% 3.5% 3.5% 3.5%

5.1 Power Workers’ Union

As a result of collective bargaining, the general wage increases for the PWU have been
between 2 per cent and 3 per cent for the past number of years, and this trend continues for
the years 2008 — 2012.
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Chart 5
PWU General Wage Increases (%)

2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | Cumulative
OPG 3.0% | 2.0% | 3.0% | 2.5% | 2.5% | 3.0% | 3.0% | 3.0% | 3.0% 28.0%
Bruce Power 3.0% | 3.1% | 40% | 3.0% | 3.0% | 3.0% | 3.3% | 3.2% | 3.0% 32.4%
Hydro One 3.0% | 3.0% | 3.0% | 3.0% | 3.5% | 3.5% | 3.0% | 3.0% | 3.0% 31.7%
Kinectrics* 3.0% | 5.0% | 3.0%  2.5% | 3.0% | 3.0% | 3.0% | 3.0% | 3.0% 32.4%
New Horizons 3.0% | 3.0% | 3.5% | 3.3% | 3.0% | 3.0% | 3.0% | 3.0% | 3.0% 31.4%
Inergi 3.0% | 3.0% | 3.0% | 3.0% | 3.0% | 2.8% | 3.0% | 3.0% | 3.0% 30.2%
IESO 2.0% | 2.0% | 3.0% | 3.0% | 2.5% | 3.0% | 3.0% | 3.0% | N/A N/A

Goalsharing, the incentive program applicable to PWU staff, is discussed in section 5.4.

5.2 The Society of Energy Professionals

As a result of collective bargaining, the general wage increases for the Society have been

between 2 per cent and 3 per cent for the past number of years, and this trend continues

through 2010, the end of the current contract for the Society. Cost savings from the new

2006 base pay program in which the maximum pay for of each of the five band pay

structures was reduced by 12 per cent, continue in the future (beyond the bridge and test

years), until employees at the top of the Bands retire or leave the company.

Chart 6

Society General Wage Increases (%)

2001 ([ 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 [ 2009 | Cumulative
OPG 3.0% [ 25% | 2.0% | 3.0% | 3.0% | 3.0% | 3.0% | 3.0% | 3.0% 28.6%
Bruce Power 3.0% | 2.5% | 3.0% | 4.0% | 3.3% | 3.3% | 3.0% | 3.0% | 3.0% 31.7%
Hydro One 3.0% | 2.0% | 3.0% | 3.0% | 3.0% | 3.0% | 3.0% | 3.0% | 3.0% 29.2%
Kinectrics* 1.0% 1.0% [ 2.0% | 2.0% | 3.0% | 3.0% | 3.0% | 3.0% | 3.0% 23.0%
ﬂg\rl}lzons 3.0% | 2.5% | 25% | 3.0% | 3.0% [ 3.0% | 3.0% | 3.0% | 3.0% 29.2%
Inergi 3.0% | 2.0% | 3.0% | 3.0% | 2.0% | 3.0% | 3.0% | 3.0% | 3.0% 28.0%
IESO 45% | 4.0% | 3.0% [ 3.0% | 3.0% [ 3.0% | 3.0% [ 3.0% | 3.0% 33.7%
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In an effort to contain and simplify administrative systems and costs, the existing Society
bonus programs - Goalsharing and Performance Recognition Program - were consolidated
into one program in 2008. The new program called, “Award for Performance” simplified pay
administration for the employees represented by the Society and continued focus on
performance. The level of the award varies based on an annual individual performance score

and the relative ranking of employee performance within a given business unit.

5.3 Management Group
Each year OPG conducts a comprehensive market review using a comparator group of

companies to determine the competitiveness of its compensation and benefits program.

The results of the 2007 market review indicated that OPG’s Management Group’ base pay
program had fallen significantly below market. The base pay program had not been adjusted
since 2002. As a result, the salary ranges were adjusted to align with the external market.
There were few changes to individual salaries and the associated cost was approximately

$50,000. This cost was absorbed as part of the annual salary increase budget.

In 2008, the salary increase budget for all Management Group employees was 3.5 per cent,

which was consistent with the market range of 3.4 per cent to 3.9 per cent.

In 2009, more stringent base pay budgets of 1.5 per cent for employees earning greater than
$150,000 and 2 per cent for remaining employees were established. These types of
increases are below market value and more aligned with recent provincial government

practices.

In 2010 the base pay budget was limited to 1.5 per cent and was distributed according to

competency and performance levels. There were no across the board increases given.

Management Group Compensation Philosophy

OPG follows best practices when dealing with Management Group compensation. There is a
Compensation and Human Resources Committee of the Board of Directors, which is

comprised of independent directors. The Committee meets at least four times per year, has
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full access to management and company data, and has hired an advisor from Towers
Watson to provide independent advice. The Compensation and Human Resources
Committee is responsible for overseeing all significant compensation matters and making

recommendations to the full Board of Directors for approval.

When reviewing management and executive compensation, OPG gathers information from a
listing of 24 companies that represent Canadian industries in both the public and private
sector. In 2008 and 2009, OPG compared its compensation and benefits program to the 50™
percentile of this market. Overall, the compensation and benefits program and employees
actual pay are competitive with the external market. Figure 1 in Attachment 1 presents
OPG'’s current market position. In practice, when recruiting and retaining quality executives
OPG often finds that the salary norms for the general industrial sector drive the levels of
compensation. This has been the case when recruiting senior nuclear operating executives.
OPG has needed to look to the United States because an executive market for the nuclear

industry is limited in Canada.

The OPG Management Group salary structure is detailed and rigorously maintained, with
base salaries defined by job responsibilities and salary ranges defined for each job level. The
base salary and Annual Incentive Plan (“AlP”) award structure (discussed in the next section

— Variable Pay Programs) is found in Chart 7.
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Chart 7

2009/10 Management Group Base Salary Ranges and AIP Award Program

© O N o o1 b W

10
11
12
13
14
15
16
17
18

BETE Organization Structure Min. Mid. Max. AP
Level Target
A $580,000 $720,000 | $860,000 | 100%
B Senior Executive $315,000 | $390,000 | $465,000 45%
C $265,000 $330,000 | $395,000 45%
D . $195,000 $260,000 | $325,000 25%

Executive

E $160,000 $200,000 | $240,000 25%
F $120,000 $150,000 | $180,000 20%
G Management $95,000 $130,000 | $160,000 15%
H $85,000 $110,000 | $140,000 15%

0,
I Professional $65,000 $85,000 | $105,000 10%
J $55,000 $70,000 $90,000 8%

0,
K Administrative $45,000 $55,000 $65,000 8%
L $40,000 $50,000 $60,000 8%

54 Variable Pay Programs

Changes to the variable pay programs for 2008 are indicated below. For 2009, the awards

under all of the variable pay programs were reduced by 5 per cent. For 2010, the awards

were reduced by ten per cent for all employees.

5.4.1 Goalsharing
Goalsharing is an annual incentive plan for unionized staff to share in the gains realized

when OPG meets or exceeds its business targets. This program does not operate like a

profit sharing plan but rather is based on achieving business unit objectives such as

decreased costs, increased productivity and reliability and environmental and safety targets.

The objectives of the goalsharing program are to:

e Contribute to OPG’s business success.

e Share OPG'’s business success with all represented employees.

o Engage employees in OPG’s business.
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e Enhance employees’ understanding of OPG’s business.
o Foster a productive relationship and sense of partnership between OPG Management,
the Society and the PWU.

Awards are distributed following the end of the calendar year (typically within the first quarter
of the following year). Goalsharing payments are considered to be income and are subject to
statutory deductions; however, they are non-pensionable and do not form part of base salary
for any other purpose. Management establishes the mandatory performance measures and
target performance levels for the site scorecards, and determines the year-end results and
performance score. Measures and targets may be adjusted by OPG during the year if there
are significant changes to the business direction or priorities. Goalsharing results and awards
are audited internally and are approved by the Board of Directors. Refer to Chart 3 for

information on recent award levels.

5.4.2 Award for Performance

In an effort to contain costs and simplify administrative systems the existing bonus programs
- Goalsharing and Performance Recognition Program - were consolidated into one program
in 2008 for Society-represented employees. The new program called, Award for
Performance, simplified pay administration for the employees represented by the Society and
continued focus on performance. The level of the award varies based on an annual individual
performance score and the relative ranking of employee performance within a given business
unit.

The amount of award depends on the level of individual performance relative to that of peers

within a given business area.

5.4.3 Management Group Annual Incentive Plan (“AlP™)

Incentives are a key and normal component of the compensation payable to executives and
non-union employees. The AIP was adopted in 1999 to encourage and reward performance,
based on the achievement of defined objectives. The plan has evolved over the years and
has been adapted in response to changing business requirements. In 2007, the plan was
revised to improve the alignment of the production units and the corporate support functions

as well as to simplify the plan. The intent of the plan is to deliver a portion of total
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compensation paid to Management Group employees on a pay-at-risk basis. Under the plan,
eligible employees can earn annual cash awards if key cost control and operational
objectives of the corporation, business unit and individual are met during the plan year. Refer

to Chart 3 for information on recent award levels.

The plan was revised for 2010 to provide for a cap on the total funds available to be
distributed to individuals. The budget for AIP is now based on corporate OPG performance
and is further influenced by Fleet (Nuclear, Thermal, Hydro, and Corporate Functions)

performance.

As with other aspects of Management Group compensation previously discussed, the AIP
continues to undergo a rigorous review process. After the CEO approves the Corporate
targets, the scorecards are reviewed and approved by the Compensation and Human
Resources Committee of the OPG Board. AIP is made up of three components: a Corporate
scorecard, Fleet scorecards, and personal objectives for individual performance. For each
performance objective, there are threshold, target, and maximum levels of performance.
Individual awards vary depending on Corporate performance, Fleet performance, and the
employee’s level of performance and salary band level. Refer to Chart 7 for information on
target award percentages for each salary band. Once performance levels are assessed, the
CEO and the Compensation and Human Resources Committee complete a final review and

approval of the award for AIP. Results and awards undergo an internal audit each year.

5.4.4 Authorization Bonuses and Leadership Allowances

Employees in nuclear who are authorized by the Canadian Nuclear Safety Commission, such
as authorized nuclear operators, control room shift supervisors and control room shift
operating supervisors, and who are required to maintain their licenses as a requirement of
their job, receive a licence retention bonus of between 15 - 28 per cent of their base salary.
The bonus is pensionable. In addition, Authorized Training Supervisors are eligible to receive
75 per cent of the Control Room Shift Supervisors and Control Room Shift Operating

Supervisors authorization bonus.
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Management Group employees who are required to work shifts are paid a leadership
allowance. This allowance is in lieu of provisions such as shift premiums and on-call
payments which are paid to represented employees who work shifts. The leadership
allowance provides an additional 30 - 40 per cent of base salary, of which 10 per cent is
pensionable. Management Group employees who are on call 24 hours a day, seven days a
week, who are licensed and hold the licence authority for plant operations also receive the

same license retention bonus.

These allowances and bonuses are necessary to attract and retain staff for the applicable
positions and to provide appropriate incentives to staff to keep their licences current. The
staff licensing process is set out by the Canadian Nuclear Safety Commission and
represents a challenging and time-consuming task. Not every employee is prepared to
devote personal time and effort necessary to obtain and maintain a licence. In addition, first
line Management Group employees in these organizational units are significantly more likely
to have salaries that are similar to or lower than their union subordinates and the allowance

or bonus retains the appropriate relativity of compensation.

5.5 Compensation Summary

Operating within a unionized environment can pose challenges in terms of labour cost
containment. This challenge becomes even greater when coupled with the requirement for
highly skilled workers and an anticipated staff shortfall. Despite all of the above, OPG has
made progress towards containing labour costs through the implementation of a number of
initiatives including: skill broadening, a new Society compensation plan, and maintaining
management salaries at the 50™ percentile of their comparator market. Details on

compensation benchmarking and wage competitiveness are found in section 8.0.

6.0 PENSION AND BENEFITS

OPG'’s pension and benefit programs consist of post employment benefits as well as health,
dental, and other benefits for current employees and their dependants. Post employment
benefits programs consist of a registered pension plan (“RPP”) and supplementary pension

plans, and other post employment benefits (“OPEB”), which include post-retirement benefits,
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such as group life insurance and health and dental care for pensioners and their dependants,

as well as long-term disability benefits for current employees.

Pension and benefits levels at OPG are determined in two ways. Approximately 90 per cent
of the employee population is covered by collective agreements that contain pension and
benefits clauses. Pension and benefits levels for Management Group employees are
determined by OPG’s Board of Directors. OPG views pension and benefits as part of the
total compensation package that should vary according to the overall compensation for each
employee group. As a result, there are differences between the pension and benefits levels
for PWU and Society-represented staff and those for the Management Group. These

differences also contribute to the ability of OPG to attract, retain, and motivate employees.

As a successor of Ontario Hydro, OPG has a contributory, defined benefit registered pension
plan (“RPP”), which follows closely the model used by most public sector pension plans. All
OPG employees earn and contribute towards their pension package, although the benefit
levels are slightly less for non-unionized employees than for union members. In addition, all
employees are eligible to receive benefits from the defined benefit supplementary pension
plans should their pension promise exceed the limits under the Income Tax Act for payment
from the RPP. The health and dental benefits have also moved away from a “one size fits all”
approach and there are now differences between the unionized and non-unionized groups of
employees. OPG monitors benefit payments associated with both pension and health and

dental benefits plans closely to ensure that the plans are being administered appropriately.

6.1 Pension

The RPP is funded. The fund assets include equity securities and corporate and government
debt securities, real estate, and other investments which are managed by professional
investment managers. The fund does not invest in securities issued by OPG. Independent
actuarial valuations are performed routinely to determine the funded status of the RPP and,
in turn, OPG's contributions. The valuation is filed with the Financial Services Commission of
Ontario, as required by the Pension Benefits Act (Ontario). Deficits are funded over a period
of time in accordance with the Pension Benefits Act (Ontario) (5 - 15 years depending on the

nature of the deficit). If the plan is in a surplus position, OPG may reduce or suspend its
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contributions to the extent permitted under the Pension Benefits Act (Ontario). The most
recently filed actuarial valuation was as at January 1, 2008 and showed that the pension fund
was in a deficit position. The next funding valuation will be performed as at January 1, 2011

and will be carried out during 2011.

The supplementary pension plans are not funded but are secured by letters of credit. A
number of changes have been made to the pension plans over the past few years. These
include:

e In 2001, all new employees hired into manager positions or higher received a different set
of pension benefits including reduced indexing levels, inclusion of incentive amounts in
pensionable earnings and undiscounted retirement at age 60.

e In 2003, employee contribution rates increased for all groups from 4 per cent of base
earnings up to the year's maximum pensionable earnings and 6 per cent of base
earnings in excess of year's maximum pensionable earnings to 4.5 per cent and 6.5 per
cent respectively.

e In 2006, employee contribution rates further increased to 7 per cent of base earnings for
the Society and Management Group members.

e In 2009 employee contribution rates increased to 5 per cent of base earnings up to the
year’s maximum pensionable earnings and 7 per cent of base earnings in excess of

year's maximum pensionable earnings for PWU represented members.

A defined benefit RPP has long been a part of the public service compensation package. It is
designed to be retentive and to reward long service. In an industry where skills are generally
developed and not bought on the outside market, this type of pension plan is desirable.

Historical and planned pension costs for the regulated businesses are presented in Chart 9.

6.2 Benefits

All employees and pensioners at OPG have health and dental benefits designed to protect
them from undue costs associated with illness and to encourage them to take steps to
maintain good health. The benefits plan has experienced some pressure recently as fewer
services are covered by the provincial government. OPG has been taking steps to both

monitor and control benefits and has implemented a number of changes to stabilize costs
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and to better align benefit provisions with those of the external market. Changes for the
employees represented by the Society and the PWU are achieved only through the collective
bargaining process and are, therefore, tied to the timelines of the agreements. OPG
outsources its claims management to Great West Life and, in addition, has put in place a
number of mechanisms to control benefits costs. These include the mandatory use of generic
drugs, the use of a drug card at pharmacies, and a requirement for prior approval for

uncommon and expensive drug and treatment therapies.

Recent benefits changes for each employee group include the following:

Management Group (2008)

Pension:
o Eliminated 90-day waiting period for new hires (Controls administrative costs since,

historically, all new hires did buy-back the additional 90 days pensionable service).

The Society (2008)

Pension:

o Eliminated 90-day waiting period for new hires.
Health and dental benefits:
o Effective January 1, 2008, vision care increased to $600 per person every two years from

$550 per person every two years.

PWU (2008)

Pension:

o Effective January 4, 2009, increased employee contribution rates from 4.5 per cent of
base annual earnings up to Year's Maximum Pensionable Earnings (*YMPE") and 6 per
cent for base annual earnings greater than YMPE to 5 per cent and 7 per cent
respectively.

e Eliminated 90-day waiting period for new hires (effective January 3, 2008).

Health and dental benefits:
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¢ Increases in coverage to paramedical services from $500 per person per year at 50 per
cent co-insurance to $600 per person per calendar year, effective April 1, 2010 and $650
per person per calendar year, effective April 1, 2011 at 50 per cent co-insurance.

e Increases in coverage for vision care from $500 per person every two years to $550 per
person every two years effective April 1, 2010 and $600 per person every two years
effective April 1, 2011. The current two year period commenced January 1, 2010 and
ends December 31, 2011.

e A commitment to pay directly to a carrier $35 per year per PWU employee in each of the
next three years for an out-of-country personal travel insurance program and $35 per
year per PWU pensioner who opt to purchase out-of-country personal travel insurance

provided by the same carrier.

As a result of some of these changes, OPG is experiencing less escalation in the cost of its
health and dental benefits than other employers. In 2009, OPG’s benefit payments rose an
average of 2.9 per cent against an industry average figure of approximately 17 per cent
based on information provided by Great West Life. Great West Life, like all other group
insurance carriers, keeps track of changes taking place in the healthcare industry,
specifically with respect to trends in overall utilization, inflation, and cost shifting between the

public and private sectors through changes to Government health programs.

One area in which OPG incurred additional costs relates to the Ontario health premium. OPG
was directed, through an arbitration award, to pay the Ontario health premium for all PWU-
represented employees and pensioners. This resulted in an additional payment of
approximately $6M annually, plus one-time expenditures incurred for a pay system change to

allow tracking and payment of these amounts.
The payment amount of claims processed in 2009 associated with health and dental benefits
and life insurance for both current employees and pensioners across the Company was

approximately $109M.

Historical and forecasted OPEB costs for the regulated businesses are presented in Chart 9.
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6.3 Pension and Benefits Costs

OPG is seeking recovery of pension and benefits costs associated with the regulated
operations based on the amount of pension and benefits costs determined in accordance
with GAAP.

6.3.1 Accounting Treatment of Pension and OPEB Plans

In accordance with GAAP, pension and OPEB costs for the current year are based on the
measurement of benefit obligations and RPP fund assets at the end of the previous year.
The full impact of events arising during a year is not immediately charged to pension and
OPEB costs. Certain amounts are accumulated and amortized over future periods and

therefore generally affect pension and OPEB costs in future years.

The obligations for pension and other post retirement benefit costs are determined using the
projected benefit method pro-rated on service. Under this method, an equal portion of the
total estimated future benefit is attributed to each year of service until the date the plan
participant would be entitled to the full benefit. The obligation at a particular date is the

actuarial present value of the benefits attributed to service rendered up to that date.

The obligation for long-term disability benefits is determined using the projected benefit
method on a terminal basis. Under this method, the total estimated future benefit is attributed

to the year of service in which a disability actually occurs.

Pension and OPEB costs and obligations are determined annually by independent actuaries
using management’s best estimate assumptions, both economic (inflation, salary escalation,
health care cost trends, etc.) and demographic (mortality, termination rates, retirement rates,
etc). The discount rates used in determining projected benefit obligations and the costs for
pension and OPEB are based on AA corporate bond yields for the appropriate duration of the

benefit obligation in accordance with GAAP.

For purposes of determining pension costs, RPP fund assets are valued using a market-
related value of assets. The market-related value used by OPG recognizes gains and losses

on equity assets relative to a 6 per cent assumed real return over a five-year period.
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Pension and OPEB costs are made up of a number of components, including current service
costs, interest costs on the obligations at the appropriate discount rate, the expected return
on RPP fund assets using an estimated long-term rate of return, amortization of past service
costs arising from plan amendments and amortization of actuarial gains or losses. Actuarial
gains and losses consist of experience gains and losses, which arise because actual
experience differs from that assumed (e.g., investment experience different than expected,
fewer deaths or higher inflation), and adjustments for changes in assumptions (e.g., discount

rate or a new mortality table).

Actuarial gains and losses are generally amortized over future periods and, therefore, affect
recognized costs and the recorded obligation over a period of time. In accordance with
GAAP, OPG's policy for accounting for pension and OPEB is to amortize the net cumulative
unamortized gain or loss in excess of 10 per cent of the greater of the benefit obligation and
the market-related value of the plan assets over the expected remaining service life of the
employees. This is known as the “corridor approach”. Past service costs for pension and
OPEB are amortized over the remaining service period to full eligibility, and therefore also

affect recognized costs and the recorded obligation over a period of time.

As a result of the use of a market-related asset value, the corridor approach, and the
amortization of actuarial gains and losses and past service costs, certain components of the
actuarial gains and losses and past service costs are not being immediately charged to

pension and OPEB costs.

6.3.2 Assumptions and Budget Setting for Pension and OPEB Costs

To project OPG's total pension and OPEB costs for business planning purposes, it is
necessary to estimate the value of the obligations and the pension fund assets at the end of
each year preceding each of the years in the forecast period. This requires making
projections of the actual pension fund performance and of the assumptions that will be used

to determine the costs.
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The discount rates for projections are determined by the actuary based on the most recent
AA corporate bond yields for the appropriate duration of the benefit obligation available at the
time that the projection is being prepared. The discount rates used for projections may be
adjusted by a maximum of 25 basis points if the AA corporate bond yields provided by the

actuary are not indicative of historical trends or during a period of volatility in those yields.

The long term inflation assumption used for projections is based on the Ontario consumer
price index for the final year in the most recent forecast from a publicly available economic
report, subject to an adjustment if the rate is outside of the Bank of Canada's target range for
inflation. The salary schedule escalation rate is equal to the long term inflation assumption

plus 1 per cent.

The expected long term pension fund rate of return is calculated and updated as required by
the actuary. It is based on the current and expected asset allocation and the long-term
historical risks and returns associated with each of the asset classes, and includes a
provision for additional return as a result of active fund management and a provision for

administrative expenses.

The projected actual return on pension fund assets in the current year is based on the actual
return up to the end of the month prior to the date on which the projection is being prepared.
If the assumptions for the projection are selected during the first half of the year, the return
on assets in the current year is based on the actual return up to the end of the month prior to
the date the assumptions are determined, and the assumed annualized return for the
remainder of the year is equal to the expected long term rate of return on pension fund
assets. The projected actual return on pension fund assets in subsequent years is equal to
the expected long term rate of return on these assets. Chart 8 presents the projected
assumptions used to determine the forecasted pension and OPEB costs for 2010 to 2012

and the actual assumptions used for 2007 to 2009:





Chart 8
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Pension and OPEB Cost Assumptions

2007 Actual | 2008 Actual | 2009 Actual | 2010 Budget | 2011 Plan 2012 Plan

Discount rate for 5.25% per 5.60% per 7.50% per 6.80% per 6.80% per 6.80% per
pension annum annum annum annum annum annum
Discount rate for 5.25% per 5.60% per 7.50% per 7.00% per | 7.00% per 7.00% per
other post annum annum annum annum annum annum
retirement
benefits
Discount rate for 5.0% per 5.50% per 7.25% per 5.25% per | 5.25% per 5.25% per
long term annum annum annum annum annum annum
disability
Inflation rate 2.0% per 2.25% per 2.0% per 2.0% per 2.0% per | 2.0% per annum

annum annum annum annum annum
Salary schedule 3.0% per 3.25% per 3.0% per 3.0% per 3.0% per | 3.0% per annum
escalation rate annum annum annum annum annum
Expected long- 7.0% per 7.0% per 7.0% per 7.0% per 7.0% per | 7.0% per annum
term rate of annum annum annum annum annum
return on
pension fund
assets
Actual rate of N/A N/A N/A 9.0% per 9.0% per | 9.0% per annum
return on annum in annum in in 2009; 7.0%
pension fund 2009 2009 and per annum in
assets in the 7.0% per 2010; and 7.0%
prior year(s)" annum in per annum in

2010 2011

© 0O N O gkhw

' No assumption for actual rate of return on pension fund assets in prior year(s) is required for the calculation of
actual pension costs because the actual prior year-end pension fund asset values are known.
As a result of OPG being required to make assumptions in forecasting pension and OPEB
costs, significant variances may occur between the forecast and the actual pension and
OPEB costs to the extent that the forecast assumptions are not adjusted to reflect various

changes, such as those in economic conditions and demographics, between the forecast

10 date and the beginning of a forecast year. Similarly, significant variances may occur between

11 the forecast and actual pension and OPEB costs to the extent that the forecast is not
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adjusted to reflect the actual experience, such as the return on pension funds assets, to the

beginning of the forecast year.

6.3.3 Pension and OPEB Cost Distribution

A portion of OPG’s total pension and OPEB costs is charged directly to the business units via

a payroll burden included as part of the standard labour rate (see section 7). The portion of
pension and OPEB costs included in the standard labour rate is based on the budgeted
current service cost. The remainder of pension and OPEB costs, which includes interest
costs on the obligations, the expected return on pension plan assets, amortization of
applicable past service costs, amortization of actuarial gains and losses, and any current
service cost variance from budget, is recorded as a centrally-held cost (presented in Ex. F4-
T4-S1 section 3).

The payroll burden component that is reflected in the regulated business units’ OM&A is
largely presented as part of labour costs in Ex. F2-T2-S1 and Ex. F2-T4-S1 for Nuclear and
Ex. F1-T2-S1 for Regulated Hydroelectric. The payroll burden for corporate support groups is
embedded in the costs of those groups. Corporate support groups’ OM&A costs are directly
assigned and allocated to the regulated business units in accordance with OPG’s cost

allocation methodology, as described in Ex. F3-T1-S1.

The centrally-held costs for pension and OPEB are directly assigned and allocated to the
regulated business units in proportion to the pension and OPEB costs that are charged to the
regulated business units based on direct charges via payroll burden plus the costs assigned
and allocated from the corporate support groups. This methodology was reviewed as part of
OPG's external cost allocation study presented in Ex. F5-T2-S1 and discussed in Ex. F3-T1-
S1. The centrally-held costs for pension and OPEB attributed to the regulated businesses

are recorded as OM&A costs.

6.3.4 Comparison of Pension and OPEB Costs

Chart 9 presents pension and OPEB costs attributed to regulated operations for the period
2007 — 2012.
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Chart 9
Pension and OPEB Costs™? ($M)
Nuclear Regulated Hydroelectric
2007 2008 2009 2010 2011 2012 2007 2008 2009 2010 2011 2012
Actual | Actual | Actual | Budget Plan Plan Actual Actual | Actual | Budget | Plan Plan
Pension - 3
Burden 170.4 163.0 154.6 112.9 117.7 | 121.6 7.8 7.8 7.8 5.7 6.0 6.0
Component
Pension —
ﬁemra”y 13.3 | (22.7) | (103.8) (18.8) 37| 412 0.6 (1.1) (5.2) (1.0) | (0.2) 2.1
e
Component
Total 3
Pension 183.7 140.3 50.8 94.1 114.0 | 162.8 8.4 6.7 2.6 4.7 5.8 8.1
Cost
OPEB — 3
Burden 62.2 59.5 50.9 45.2 47.5 49.6 2.8 29 25 2.2 2.4 2.4
Component
OPEB —
ﬁelrl(}ra”y 121.5 110.1 83.3 106.8 111.8 | 117.1 5.6 5.3 4.2 5.4 5.6 5.9
e
Component
'CI':(())tsatI OPEB 183.7 169.6 134.2° 152.0 159.3 | 166.7 8.4 8.2 6.7 7.6 8.0 8.3

o 01~ W

! pension and OPEB costs include allocations of costs related to corporate support functions
2 Supplementary pension plans costs are included with OPEB costs
®Includes pension and OPEB costs totalling less than $1M related to the Nuclear Waste Management Organization consolidated into OPG’s financial

statements effective January 1, 2009
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Pension and OPEB costs charged directly to regulated business units via payroll burden
decrease significantly over the 2007 to 2010 period. The decreases are due mainly to the net
impact of: successive increases in the discount rate assumption from 5 per cent in 2007 for
both pension and other post retirement benefits to 6.80 per cent for pension and 7 per cent
for other post retirement benefits in 2010, updated membership and claims data, and a
change in the demographic and health care cost trend assumptions in 2009. The payroll
burden amounts are expected to remain relatively stable over the 2011 to 2012 period as

compared to 2010.

Pension and OPEB costs recorded as centrally-held costs directly assigned and allocated to
the regulated business units decreased significantly over the 2007 - 2009 period. The main
drivers of the net decrease are: the change in assumptions in the discount rates and the
expected net growth in the cost components during the period, as well as a change in the
demographic and health care cost trend assumptions, the loss on the RPP fund assets in
2008 and lower amounts of pension and OPEB costs being charged to the business units via
payroll burden. The expected net growth in the cost components includes an increase in
current service costs, higher interest costs on a higher benefit obligation, and a change in the
expected return on the RPP fund assets due to the impact of certain gains and losses being

reflected in the asset value as a result of using market-related values.

Centrally-held pension and OPEB costs are expected to increase in 2010 mainly due to the
change in assumptions in the discount rates, the expected net growth in the cost
components, and the lower amounts of pension and OPEB costs being charged to the
business units via payroll burden. Centrally-held pension costs are expected to increase
further in 2011 and 2012 mainly due to the expected net growth in the cost components.
Centrally-held OPEB costs are expected to remain relatively stable over the 2010 to 2012
period. Specific period-over-period and budget-to-actual comparison of the centrally-held
pension and OPEB costs is presented as part of the analysis of centrally-held costs in Ex.
F4-T4-S2.
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6.3.5 Accounting Treatment of Benefit Plans for Employees During Employment

The discussion above considers cost of benefits for employees post-employment with OPG.

This section considers cost of benefits for OPG employees during employment.

Costs associated with plans that provide benefits, such as health and dental coverage, for
current employees during employment are recorded for accounting purposes on the basis of
actual benefit payments made by OPG to, or on behalf of, the employees. The costs are
charged to regulated business units via the burden component of the standard labour rate
(see section 7). The component of these costs reflected in the regulated business units’
OME&A is largely presented as part of labour costs in Ex. F2-T2-S2 and Ex. F2-T4-S1 for
Nuclear and F1-T2-S1 for Regulated Hydroelectric. Costs are also charged via payroll
burden to corporate support groups and are embedded in the costs of these groups.
Corporate support group’s OM&A costs are directly assigned and allocated to the regulated
business units in accordance with OPG’s cost allocation methodology, as described in Ex.
F3-T1-S1.

6.4 Pension and Benefits Summary

OPG has taken a number of steps to control pension and benefits costs. A less generous
benefits plan now exists for newly hired Management Group employees and some of the
previous benefits enjoyed by existing Management band employees are no longer available.
In bargaining with both the PWU and the Society, OPG has been successful in placing

maximums on a variety of benefits items and in eliminating coverage for others.

7.0 STANDARD LABOUR RATE

As part of its business planning process, OPG develops a standard hourly labour rate for
each functional group within the company by job family (e.g., one labour rate is established
for all nuclear operators). This rate is uploaded into the time reporting systems and is used to
track and record costs for accounting and cost management purposes during the year.
Separate standard labour rates are developed for job families within Nuclear, the Niagara
Plant Group and R.H. Saunders. Separate labour rates are also developed for job families

within each corporate support group.
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The labour rate is based on actual historical base salary information for each job category,
adjusted for escalation rates and increased by the burden component, with the largest
component being pension and benefits costs, and other entitlements. A standard overtime
hourly labour rate is also developed for represented staff by including an overtime premium,
as a percentage of base salary, based on actual historical information. Regular and overtime
(where applicable) standard labour rates are determined separately for each of the

representations: PWU, the Society, and Management Group.

The escalation rates used in developing labour rates for PWU and the Society represented
staff are based on the general wage increases under applicable collective agreements (see
sections 5.1 and 5.2) and the anticipated staff movement, progressions and promotions. The
escalation rates are approximately 3 per cent to 4 per cent annually for PWU and
approximately 4 per cent annually for the Society during the 2005 - 2009 period. The
escalation rates for Management Group are 3 per cent for each of the years during 2007 -
2009. Escalation rates used in the calculation of standard labour rates are consistent across

all functional groups within OPG.

The burden component of the labour rate primarily reflects an estimate of the costs of
pension and OPEB as well as costs for health, dental and other benefits for employees while
they are employed. The rate is applied as a percentage of base salary in calculating the
standard labour rates. The burden component of total pension and OPEB costs decreases
over the 2007 - 2010 period. The reasons for the decrease in the burden component of the
total pension and OPEB costs over the 2007 — 2010 period are discussed in section 6.3.4 of
this exhibit. For 2011 — 2012 period, the burden component of the labour rate is expected to
be relatively stable compared to 2010. The burden percentages used for developing

standard labour rates are the same across all functional groups within OPG.

8.0 BENCHMARKING
OPG conducts a comprehensive market review each year to ensure that data is available to
make decisions about the management salary structure and to support the negotiation

processes with the unions. The challenge with finding appropriate benchmarks for OPG
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results from the unique nature of the technology and the business model. There are no
utilities in Canada that deal with nuclear, thermal and hydroelectric technologies to the same
extent as OPG. Looking to other heavily unionized manufacturers is also not a complete
match because of the ownership structure of the company. These factors make it difficult to
find appropriate comparators for the whole company and, as a result, OPG uses several
different benchmarks for different segments of the employee population. It should be noted
that OPG uses the standard compensation convention of stating that a position is considered

at “market” if the compensation being compared is within 5 to 10 per cent of the market level.

In 2007 the Ontario Minister of Energy issued a report on compensation practices of
Ontario’s electricity sector organization called the Agency Review Panel Report. This report
included a recommendation that OPG use a group of public sector and private sector
organizations for comparing compensation levels. In response to this recommendation, OPG
and its Board of Directors engaged Mercer Consulting Group in 2009 to conduct a market
benchmarking review comparing 24 private and public sector organizations that are similar in
asset size and organization scope as OPG. Chart 10 provides a list of the Agency Review

Panel Comparator Group.

Chart 10

2009 Compensation Market Review - Panel Comparator Group

Private Sector Public Sector

Air Canada

ATCO Ltd.

Canadian Natural Resources
Canadian Pacific

Atomic Energy of Canada Limited
BC Hydro

Canadian Broadcasting Corporation
Canada Post Corporation

TansCanada Corp

CN Raill Hydro One Inc.

Enbridge Inc. Hydro Quebec

Husky Energy London Health Sciences

Nexen Inc Mount Sinai Hospital

NOVA Chemicals Sunnybrook Health Sciences Centre
Talisman Energy Inc. The Hospital for Sick Children
TransAlta Corp Trillium Health Centre

University Health Network
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Attachment 1 Figure 1 shows the market compensation analysis for this review. The findings
from this analysis indicate that, when compared with the 50" percentile of the Agency
Review Panel market, senior executives at OPG are paid below market, and middle
management and administration positions are generally paid at market.

In addition, OPG participates in a study of the Power Services Industry conducted by Towers
Perrin. This study compares data across Canada where job matches are sufficiently strong.
Attachment 1 Figure 2 provides a list of comparator organizations. Chart 11 provides a range
of positions throughout OPG and compares them to the 75" percentile of market data. This
chart indicates that while some positions are paid above market and some are below market,

OPG is slightly above the 75" percentile of market on an overall basis.





WN -

© O N o o1 b

10

Filed: 2010-05-26
EB-2010-0008

Exhibit F4

Tab 3

Schedule 1

Page 31 of 37

Chart 11
OPG Salary Variance from 75" Percentile
Operation Technician - Senior -13%
Operating Technician - Entry -14%
Senior Business Developer -16%
Project Financial Analyst - Senior -5%
Project Financial Analyst - Fully Qualified -10%
Engineer — Specialist 10%
Engineer - Fully Qualified 15%
Engineer — Developmental 18%
Engineer — Entry 14%
Technologist - Advanced Specialist or Supervisor 11%
Technologist - Fully Qualified 8%
Technologist — Developmental 5%
Technologist — Entry 12%
Senior Daily Trader/Power Trader 15%
Environment - Advanced Specialist 11%
Environment - Fully Qualified 24%
Industrial Nurse -71%
Safety - Advanced Specialist or Supervisor 4%
Safety - Specialist or Group Leader 18%
Purchasing Supervisor 14%
Junior Buyer 3%
Fleet Manager 2%
Regulatory Analyst - Advanced Specialist -1%
Regulatory Analyst — Specialist 9%
Regulatory Analyst - Fully Qualified 4%
Warehouse Supervisor 16%
Maintenance Supervisor 12%
Maintenance Technician - Dual Trade -1%
Maintenance Planner 19%
Labourer 11%
Source: Towers Perrin

OPG also tracks the differences between its unions and other employers as much as
possible. The primary competitor for nuclear jobs represented by the PWU is Bruce Power
LP. A wage comparison, conducted following the last round of negotiations between the
PWU and Bruce Power LP is shown in Chart 12. Overall OPG wages are generally lower

than those at Bruce Power LP.
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Chart 12

2008 - Wage Comparison between PWU Paositions in Bruce Power and

OPG
N OPG Bruce OPG 2009 Difference
Position 2009 Power Bruce Power to OPG
2009
$ %

Civil Maintainer | $34.79 $46.30 -$11.51 -33%
Emergency Response Maintainer $34.79 $41.74 -$6.95 -20%
Civil Maintainer Il $34.79 $43.38 -$8.59 -25%
Nuclear Operator $44.73 $51.59 -$6.86 -15%
Shift Control technician $44.73 $50.66 -$5.93 -13%
Mechanical Maintainer $44.73 $50.52 -$5.79 -13%
Nuclear Security Officer $34.79 $33.81 $0.98 3%
Clerk Il Admin $28.56 $31.48 -$2.92 -10%
Supervising Nuclear Operator $49.19 $53.71 -$4.51 -9%
Clerk I Admin $34.79 $37.70 -$2.91 -8%
Project Technician Il - E&C $44.73 $47.44 -$2.71 -6%
Chemical Technician $44.73 $45.07 -$0.35 -1%
Cost & Scheduling Technician $44.73 $47.44 -$2.71 -6%
Mechanical Maintainer UTS $49.19 $50.52 -$1.32 -3%
Sr. Shift Control Technician $49.19 $50.66 -$1.46 -3%
Control Maintenance Assessor $44.73 $50.66 -$5.93 -13%
Finance Clerk $34.79 $37.70 -$2.91 -8%
FLMa Civil Il $38.27 $46.30 -$8.03 -21%
Maintenance Assessor (Nuclear) $44.73 $46.30 -$1.57 -4%
Clerk Il Admin $28.56 $26.29 $2.27 8%

Bruce Power wage information is contained in the collective agreement between Bruce
Power and the PWU. The above classifications account for the majority of Bruce Power
classifications. Some classifications in OPG do not exist at Bruce Power (e.g., Thermal and
Hydroelectric classifications). The above analysis was provided based on a sample group

large enough to provide an estimate as to the overall difference in pay rates for all

employees represented by the PWU at each of Bruce Power and OPG.

On a weighted average basis, OPG’s wages were 10 per cent lower than Bruce Power

wages in 2009.
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Chart 13 provides a comparison of the salaries for Society-represented employees at OPG,
Hydro One, and Bruce Power LP. OPG and Bruce Power LP are similar in their pay ranges.
Comparing OPG to Hydro One both companies have roughly the same upper limits for all
salary bands. Hydro One differs from OPG on its salary bands for senior salary bands (MP6
and MP5).
OPG for these salary bands.

Hydro One’s bands are broader in that they have lower starting salaries than

Chart 13

2008 and 2009 - Wage Comparison

2008 2009
Bruce Bruce
Salary Band | Range OPG Power |[Hydro One| OPG Power [Hydro One
MP6 Min $99,495 | $102,328 | $79,649 | $102,480 | $105,398 | $82,038
Max $115,460 | $113,776 | $113,776 | $118,924 | $117,189 | $117,189
MPS Min $92,310 | $95,987 | $74,704 | $95,079 | $98,866 | $76,945
Max $108,276 | $106,736 | $106,736 | $111,524 | $109,938 | $109,938
MP4 Min $59,172 | $59,871 | $70,029 | $60,948 | $61,667 | $72,130
Max $101,547 | $100,071 | $100,071 | $104,593 | $103,073 | $103,073
MP3 Min $59,172 | $59,871 | $65,729 | $60,948 | $61,667 | $67,701
Max $95,275 | $93,891 | $93,891 | $98,133 | $96,707 | $96,707
MP2 Min $59,172 | $59,871 | $61,644 | $60,948 | $61,667 | $63,494
Max $89,323 | $88,032 | $88,032 | $92,002 | $90,673 | $90,673

8.1

Benchmarking Summary

that provide reasonable wage increases.

As seen previously in Charts 5 and 6, OPG has been able to negotiate collective agreements

The Mercer Benchmarking study showed that when management positions are compared

with those in the private and public sector market, some OPG positions are slightly above
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market and some are at or below market. The recent comparisons have used the 50"

percentile as the market comparison.

When comparing OPG positions with those in Bruce Power, the Bruce Power PWU-
represented positions are paid significantly more than similar positions within OPG, while

OPG Society-represented positions are paid similarly to Bruce Power and Hydro One.
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Figure 1 Summary of the Mercer Results for Total Remuneration

Comparison Market Position for OPG

Figure 2 Towers Perrin Market Comparator Group
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ATTACHMENT 1

Figure 1

Summary of the Mercer Results for Total Remuneration Comparison Market Position for OPG

2009 Direct Compensation 2009 Non-Cash Compensation 2009 Total
e Sl ) Aamgiaioe (@) Total Cash Total Cash | LongTerm Incentive (4) | 7o) pirect Total Direct Perquisites (6) PowerFlex | Pension Total Total
Comp?;)sation C(;mplepsation Compensation (5) PCqmpens;tioE Benefits pre  Credits (8) ©) Total Non-Cash T(;J;ip’\:;f;;ias: Remuneration (11) . Rlemuntere’xvtlioT(
Data . Actual (% of osition to (% of osition to Market Car Club Financial | Annual | '01 (7) Compensation (10) " osition to Market
B Source MU Average | Base) i) Market Base) (il Allowance | Membership | Counseling | Medical RSN D (HEG
OPG $720,000  $800,000 | 100% $800,000 $1,600,000 $1,600,000 $24,000 $33,662 $53,600 $158,197 $269,459 $1,869,459
A 114% 63% 179% 69%
Market $805,350 75% $604,013 $1,409,363 142%  $1,143597 $2,552,960 $24,000 $7,000 $4,000 $1,200 $30,431 $84,249 $150,880 $2,703,840
0
B OPG $390,000  $475,000 |  45% $213,750 $688,750 123% $688,750 69% $30,000 $20,042 $53,268 $52,390 $155,700 176% $844,450 8%
Market $425,390 32% $136,125 $561,515 103%  $438,152 $999,667 $18,000 $3,500 $3,500 $1,200 $18,813 $43,348 $88,361 $1,088,028
C OPG $330,000  $421,667 45% $189,750 $611,417 111% $611,417 7% $30,000 $17,565 $36,108 $41,864 $125,537 190% $736,954 2%
Market $378,928 46% $174,307 $553,235 5% $284,196 $837,431 $12,000 $3,500 $3,500 $1,200 $15,136 $30,764 $66,100 $903,531
0
D OPG $260,000  $330,890 25% $82,723 $413,613 17% $413,613 89% $20,000 $14,676 $33,338 $23,292 $91,306 162% $504,919 97%
Market $251,930 29% $73,060 $324,990 56% $141,081 $466,071 $12,000 $3,500 $3,500 $1,200 $12,468 $23,787 $56,455 $522,526
0
E OPG $200,000 $215,789 |  25% $53,947 $269,736 98% $269,736 7% $12,000 $12,200 $16,242 $15,800 $56,242 123% $325,978 8%
Market $212,695 30% $63,809 $276,504 45% $95,713 $372,217 $9,000 $3,500 $2,000 $1,200 $10,856 $19,093 $45,649 $417,866
0,
F OPG $150,000  $172,745 | 20% $34,549 $207,294 108% $207,294 93% $10,136 $13,321 $10,804 $34,261 89% $241,555 93%
Market $157,973 21% $33,174 $191,147 20% $31,595 $222,742 $9,000 $3,500 $2,000 $1,200 $8,832 $13,824 $38,356 $261,098
G OPG $130,000  $135,577 15% $20,337 $155,914 95% $155,914 8% $9,311 $10,757 $8,963 $29,031 79% $184,945 81%
Market $140,420 17% $23,871 $164,291 19% $26,680 $190,971 $9,000 $3,500 $2,000 $1,200 $8,250 $12,634 $36,584 $227,555
0
H OPG $110,000  $119,061 15% $17,859 $136,920 118% $136,920 111% $8,485 $8,889 $7,574 $24,948 161% $161,868 1%
Market $103,250 12% $12,390 $115,640 % $7,228 $122,868 $6,839 $8,670 $15,509 $138,377
0,
I OPG $85000  $81,774 10% $8,177 $89,951 93% $89,951 88% $7,453 $4,375 $5,877 $17,705 130% $107,656 93%
Market $90,860 6% $5,452 $96,312 % $6,360 $102,672 $6,383 $7,285 $13,668 $116,340
0,
J OPG $70,000  $64,784 8% $5,183 $69,967 91% $69,967 87% $6,834 $3,728 $4,655 $15,217 136% $85,184 93%
Market $73,308 5% $3,665 $76,973 5% $3,665 $80,638 $5,666 $5,490 $11,156 $91,794
K OPG $55,000 $61,923 8% $4,954 $66,877 93% $66,877 89% $6,215 $3,544 $3,3% $13,153 129% $80,030 93%
Market $65,048 10% $6,505 $71,553 6% $3,903 $75,456 $5,378 $4,849 $10,227 $85,683
0,
L OPG $50,000 $51,586 8% $4,127 $55,713 100% $55,713 96% $6,009 $2,823 $2,988 $11,820 135% $67,533 101%
Market $53,690 4% $2,148 $55,838 4% $2,148 $57,986 $5,002 $3,784 $8,786 $66,772

Notes:

(1) For OPG, Base Salary Midpoint is the salary midpoint for each band. Actual Average Salary represents the average salary of positions matched for each band. All other OPG compensation components are derived
from the Actual Average value, where applicable. For market data, Base Salary represents the average salary of position matches at the 50th percentile unless otherwise specified in the Benchmark Jobs table.

2
3

5) Total Direct Compensation equals Total Cash Compensation plus Long-Term Incentive.

6) Perquisite market data figures are based on previous analysis, as summarized in Mercer letter to Tony Marr, "Industry Perquisite Information - Additional Details", dated December 21, 1999. This data was adjusted to reflect current markets levels.

7) Benefits include value of Life, Accident, Disability, Health and Dental Benefits paid by the company. Values for LTD, Health and Dental include inflationary/utilization adjustments over the prior year's values for costing changes seen in today's market.
Benefit value is based on the Heritage program. Figures reflect relative values of the benefit programs and not true costs.

(8) For OPG, PowerFlex Credits are as provided by OPG. This benefit was discontinued in 2001. Not all employees are eligible.

(9) For Pension, values for Bands A-H are based on ESPS plan and values for Bands I-L are based on SPS plan. For market data, pension amounts are based on base salary plus annual incentive targets for bands A-L.

(2) Represents target annual incentive for OPG and for Bands A-L market data. Value calculated as a % of Base Salary.
(3) Total Cash Compensation equals Base Salary plus Annual Incentive.

(4) OPG does not currently have a Long-Term Incentive Plan. For market data, value is calculated as a % of Base Salary.
(©)

(6)

@
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Towers Perrin Powers Survey Participant Listing

Towers Perrin Power Services Survey Participants

GOVERNMENT-OWNED (N=14)

Atomic Energy of Canada Ltd.

British Columbia Hydro and Power Authority
British Columbia Transmission Corporation
City of Medicine Hat (Hydro Division)
ENMAX Corporation

EPCOR Utilities Inc.

Hydro One

Hydro-Québec

Manitoba Hydro-Electric

New Brunswick Power Holding Corporation

Newfoundland & Labrador Hydro Electric Corporation
Ontario Power Generation Inc.

Saskatchewan Power Corporation

Toronto Hydro Corporation

INVESTOR-OWNED (N=12)

AltaLink Management Ltd.
ATCO Electric Ltd.

ATCO Power Ltd.

Bruce Power

FortisAlberta Inc.

Nexen Inc.

Nova Scotia Power Inc.
Siemens Power Generation
Sithe Global

TransAlta Corporation
TransCanada Pipelines
Limited

Whitecourt Power
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CENTRALLY HELD COSTS

1.0 PURPOSE

This evidence presents OPG’s centrally held costs. Centrally held costs primarily consist of:
e Certain pension and other post employment benefit (“"OPEB”) related costs

e Insurance

e Performance incentives

¢ |ESO non-energy charges

e Scientific Research and Experimental Development (“SR&ED”) investment tax credits
o Fiscal calendar adjustment

e Ontario Nuclear Funds Agreement (“ONFA”) guarantee fee

e Provincial Sales Tax (“PST") self-assessment

e Vacation accrual

e Other (includes items such as business claims, environmental and legal costs)

2.0 OVERVIEW

This evidence supports the approval sought with respect to the centrally held costs that are
included in the revenue requirement for the regulated facilities through direct assignment or
allocation. The amounts for 2011 - 2012 test period are $48.4M for the regulated

hydroelectric facilities and $433.3M for the nuclear facilities.

Exhibit F4-T4-S1 Tables 2 and 3 present the centrally held costs for the regulated facilities
for the historical, bridge and test years, respectively. These costs are described separately
below. OPG’s centrally held costs are attributed to the regulated facilities through direct
assignment or allocation. The attribution of these costs to the regulated facilities has been
reviewed by Black & Veatch and found to be appropriate, as discussed in Ex. F3-T1-S1 (the
report by Black & Veatch is found in Ex. F5-T2-S1). Centrally held costs are an integral part
of the costs of operating the generation facilities, with over 95 per cent of these costs
typically being directly assigned to the business units. Centrally held costs do not represent

corporate support costs; they are company-wide costs that are recorded centrally for a
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variety of reasons, such as to achieve record-keeping efficiency and to maintain proper

oversight.

Centrally held costs decreased significantly over the period 2007 - 2009 primarily as a result
of decreasing pension and OPEB related costs. The decrease was partially offset by an
increase in IESO non-energy charges in 2009 mainly due to significantly higher costs
associated with the Global Adjustment. Centrally held costs are forecast to increase over the
2010 - 2012 period mainly as a result of higher pension and OPEB related costs. The IESO
non-energy charges are also expected to continue to increase over the 2010 - 2012 period
as a result of higher forecast costs associated with the Global Adjustment. Other centrally
held costs are forecast to be lower in 2012 than in 2011 mainly as a result of a fiscal
calendar adjustment. The adjustment in 2012 is due to the fact that OPG’s fiscal year for

payroll purposes in 2012 is four days longer than the calendar year.

3.0 PENSION AND OPEB-RELATED COSTS

Certain components of pension and OPEB-related costs for all of OPG’s employees and
retirees are included in centrally held costs, as they are not included in the standard labour
rates used by the business units. These components include interest on the obligations, the
expected return on pension plan assets, the amortization of certain past service costs, the
amortization of actuarial gains and losses, and variances to current service costs. The costs
are directly assigned and allocated based on the proportion of current service costs
associated with the production facilities. For a further discussion of pension and OPEB costs,
refer to Ex. F4-T3-S1, section 6.

4.0 INSURANCE

These are the costs of OPG’s company-wide insurance program and the additional nuclear-
specific insurance program. The company-wide program covers commercial general liability,
all risk property, boiler and machinery breakdown, including statutory boiler and pressure
vessel inspections, and business interruption. The costs of this program are primarily directly
assigned to the business units based on the applicability of each type of insurance coverage

and the asset replacement cost of the generation facilities. The nuclear-specific insurance
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program relates to liability insurance associated with nuclear operations and additional
property insurance for damage to the nuclear portions of OPG’s nuclear generating stations,
which complements the conventional property insurance program. This portion of insurance

costs is directly assigned to the nuclear facilities.

5.0 PERFORMANCE INCENTIVES

These costs include performance incentives for all of OPG’s management employees,
goalsharing for all of OPG’s Power Workers’ Union and Society of Energy Professionals
(“Society”) employees, and performance recognition for all of OPG’s Society employees. A
description of these incentive plans is provided in Ex. F4-T3-S1, section 5.4. These costs are
attributed to the business units based on the distribution of performance incentive payments

in the past.

6.0 IESO NON-ENERGY CHARGES

IESO non-energy costs are charges that are applied to withdrawals of energy from the IESO-
controlled grid. The charges include transmission charges, the debt retirement charge, the
rural or remote electricity rate protection charge, charges associated with IESO
administration fees, OPA fees, uplift charges and the Global Adjustment. These charges are
not discretionary and apply to all withdrawals from the IESO-controlled grid. These charges

are directly assigned to the specific regulated facilities.

Non-energy charges are levied to wholesale load customers on a per unit consumption
basis. As a result, total non-energy charges vary as consumption varies. In addition, some
individual charges are subject to hour-to-hour or month-to-month fluctuations while others
are fixed for longer time periods. For example, some charges - such as the Debt Retirement
Charge, OPA and IESO administration fees and Rural Rate Assistance - are in the form of a
rate fixed for a predetermined period of time. Other charges - such as uplifts - are dependent
on the configuration of the power system at any point in time, can change each hour and are
difficult to forecast. Finally, the Global Adjustment - typically the largest of all non-energy
charges - exhibits substantial variability month over month. It represents the difference

between the total payments made to certain contracted or regulated generators and to
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conservation and demand management projects, and any offsetting market revenues.
Generators include OPG’s nuclear and regulated hydroelectric facilities, non-utility
generators under contract with the OEFC, and those under contract with the OPA (including

generation under the Feed in Tariff initiative).

A significant quantity of new supply has been placed in-service over the last few years with
even more expected to be deployed over the next several years. As the cost of this new
generation is almost always in excess of prevailing market prices, the Global Adjustment has
been increasing due to both the increasing quantity of new generation and declining market
prices. Both of these factors were experienced in 2009. In 2007 the cost of the Global
Adjustment was approximately $4/MWh; by 2008 the cost had risen to approximately
$6/MWh, and to approximately $31/MWh in 2009. Because of the increasing size and impact
of this non-energy cost item, OPG began to forecast the Global Adjustment explicitly for the
2008 budget. Forecast Global Adjustment expenditures are based on forecasts of capacity
additions, expected production and production costs/prices as well as the impact and cost of

conservation and demand management initiatives.

The various constituents that make up the IESO non-energy charge can be difficult to
accurately forecast. As a result, the aggregate total of these charges is extremely difficult to
accurately forecast. Accordingly, OPG is seeking approval of a new variance account to
protect both itself and ratepayers from over or under collection of IESO non-energy charges.
See Ex. H1-T3-S1, section 4.1 for additional details.

7.0 SCIENTIFIC RESEARCH AND EXPERIMENTAL DEVELOPMENT (“SR&ED”)
INVESTMENT TAX CREDITS

Canadian taxpayers that incur qualifying expenditures related to SR&ED activities, as

defined by the Income Tax Act (Canada), can claim a non-refundable investment tax credit

(“ITC" equal to 20 per cent of these qualifying expenditures on their income tax returns.

SR&ED ITCs are recognized for accounting purposes as a reduction of OM&A expenses in

accordance with GAAP. SR&ED expenditures and ITCs, including the determination of actual

and forecast amounts of SR&ED ITCs recognized for accounting purposes and the timing of
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the recognition, are discussed in Ex. F4-T2-S1 section 7.1. The amounts recognized as
reductions to OM&A are primarily directly attributable to the business units based on
underlying SR&ED expenditures that give rise to the ITCs. The projected amount of ITCs to
be recorded in each of the years 2010 - 2012 is primarily directly assigned to business units

based on a historical distribution of the underlying expenditures.

8.0 FISCAL CALENDAR ADJUSTMENT

The fiscal calendar adjustment is a wage adjustment covering all business units that reflects
the difference in the number of days between the 52 or 53 week fiscal calendar used for
payroll accounting and OPG’s financial year ending on December 31. The adjustment is
temporary, and fluctuates from year to year, as the starting and ending days of the fiscal
calendar vary from year to year. Costs are directly assigned to business units on the basis of

each unit’'s payroll.

9.0 ONTARIO NUCLEAR FUNDS AGREEMENT (“ONFA”) GUARANTEE FEE

The ONFA guarantee fee is an amount payable to the Province pursuant to the Ontario
Nuclear Funds Agreement. In exchange for the fee, the Province supports financial
guarantees to the Canadian Nuclear Safety Commission by providing a guarantee relating to
OPG'’s nuclear segregated funds pursuant to the ONFA. The fee is calculated as 0.5 per cent
of the amount guaranteed, which is expected to be $1,545M for each of the years during the
2010 - 2012 period. The guarantee fee is discussed in Ex. C2-T1-S1. The fee is directly

assigned to the nuclear facilities.

10.0 PROVINCIAL SALES TAX (“PST”) SELF-ASSESSMENT

This cost represents the amount of provincial sales tax (“PST”) that OPG is required to self-
assess and remit to the Province for certain items, as described in Ex. F4-T2-S1. The self-
assessment cost for the PST ends July 1, 2010 when this tax will be harmonized with the

federal goods and services tax (see Ex. F4-T2-S1).
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11.0 VACATION ACCRUAL
The vacation accrual represents the cost to OPG of the estimated outstanding vacation

entittement for all of OPG’s employees. The 2010 - 2012 expenses are based on an

estimated actual vacation accrual expense for 2009, escalated by 2 per cent annually.
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Centrally Held Costs ($M)
OPG
Line 2007 2008 2009 2010 2011 2012
No. Corporate Costs Actual Actual Actual Budget Plan Plan
@) (b) () (d) (e) ®

1 |Pension/OPEB Related Costs 178.8 116.7 (27.7) 118.5 145.4 213.1
2 |OPG-Wide Insurance 19.1 16.3 17.0 16.9 17.4 18.0
3 |Nuclear Insurance 7.6 7.8 7.3 8.6 11.3 13.4
4 [Performance Incentives 40.8 45.3 40.3 45.8 46.2 46.7
5 |IESO Non-Energy Charges 20.5 22.4 75.5 54.7 62.8 69.2
6 |SR&ED Investment Tax Credits 0.0 (30.0) (22.1) (10.0) (10.0) (10.0)
7 |Other 31.1 25.0 31.4 26.4 28.1 (1.4)
8 |Total 297.9 203.5 121.7 260.9 301.2 349.0
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Table 2
Allocation of Centrally Held Costs - Requlated Hydroelectric ($M)
Line 2007 2008 2009 2010 2011 2012
No. Costs Actual Actual Actual Budget Plan Plan
(a) (b) (©) (d) (e) Q)

1 |Pension/OPEB Related Costs 6.1 4.2 (1.0) 4.4 5.4 8.0
2 |OPG-Wide Insurance 3.3 2.8 29 2.8 2.8 2.9
3 |Performance Incentives 2.1 2.7 19 2.3 2.3 2.3
4 |IESO Non-Energy Charges 3.4 4.3 12.7 10.1 11.6 12.8
5 |SR&ED Investment Tax Credits 0.0 (0.2) (0.3) (0.2) (0.2) (0.2)
6 |Fiscal Calendar Adjustment 0.2 0.4 0.2 0.2 0.0 (0.9)
7 |PST Self-Assessment 0.1 0.1 0.1 0.1 0.0 0.0
8 |Vacation Accrual 0.3 0.2 0.2 0.3 0.3 0.3
9 [Other Centrally Held Costs 0.6 0.0 0.7 0.2 0.6 0.2
10 |Total 16.1 14.6 17.4 20.3 22.9 25.5
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Table 3
Allocation of Centrally Held Costs - Nuclear ($M)
Line 2007 2008 2009 2010 2011 2012
No. Costs Actual Actual Actual Budget Plan Plan
@) (b) () (d) (e) ®
1 |Pension/OPEB Related Costs 134.8 87.4 (20.5) 88.0 108.1 158.3
2 |OPG-Wide Insurance 3.9 3.2 3.3 3.3 3.4 3.5
3 |Nuclear Insurance 7.6 7.8 7.3 8.6 11.3 13.4
4 [Performance Incentives 29.0 31.3 28.0 32.4 32.7 33.1
5 |IESO Non-Energy Charges 9.8 10.6 36.1 26.3 30.3 335
6 |SR&ED Investment Tax Credits 0.0 (28.2) (19.0) (8.6) (8.7) (8.7)
7 |Fiscal Calendar Adjustment 3.4 6.8 3.7 3.7 0.0 (14.9)
8 |ONFA Guarantee Fee 7.5 3.8 3.9 7.7 7.7 7.7
9 |PST Self-Assessment 1.9 1.2 1.9 14 0.0 0.0
10 |Vacation Accrual 3.8 3.4 4.0 4.7 4.8 4.9
11 |Other 8.5 4.9 10.1 3.5 9.4 3.5
12 |Total 210.2 132.2 58.8 171.0 199.0 234.3
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COMPARISON OF CENTRALLY HELD COSTS

1.0 PURPOSE
This evidence presents the period-over-period comparisons of centrally held costs that are

directly assigned and allocated to the regulated hydroelectric and nuclear facilities.

11 Overview

This evidence supports the approval sought for the centrally held costs included in the
regulated hydroelectric and nuclear revenue requirements. Exhibit F4-T4-S2 Table 1 and Ex.
F4-T4-S2 Table 2 provide the detail on the period-over-period comparisons for the historical,

bridge and test periods.

2.0 PERIOD-OVER-PERIOD CHANGES — TEST PERIOD, REGULATED
HYDROELECTRIC
2012 Plan versus 2011 Plan

Centrally held costs attributed to regulated hydroelectric are expected to increase by $2.6M

in 2012 relative to 2011. This increase is mainly due to higher pension and other post
employment benefits (“OPEB”) related costs. The increase in these costs is primarily due to
the expected net growth. The expected net growth includes an increase in current service
costs and higher interest costs on a higher benefit obligation and the impact of certain gains
and losses being reflected in the asset value as a result of using market-related values and
the consequent impact on the earnings on the registered pension plan assets. As well, the
IESO non-energy charges are expected to increase due to higher forecast Global Adjustment
charges, while the fiscal calendar adjustment is expected to decrease. The decrease in the
fiscal calendar adjustment is because the fiscal year for payroll purposes is four days longer

than the financial year in 2012, as compared to nil days in 2011.

2011 Plan versus 2010 Budget

Centrally held costs attributed to regulated hydroelectric are expected to increase by $2.6M

in 2011 relative to 2010. This increase is mainly due to higher pension and OPEB-related

costs and higher IESO non-energy charges. Pension and OPEB-related costs are expected
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to increase primarily due to the expected net growth. IESO non-energy charges are expected
to increase because of higher forecast costs associated with the Global Adjustment. The
fiscal calendar adjustment is nil in 2011 because OPG's fiscal year for payroll purposes

coincides with OPG'’s financial year.

3.0 PERIOD-OVER-PERIOD CHANGES — BRIDGE YEAR, REGULATED
HYDROELECTRIC
2010 Budget versus 2009 Actual

Centrally held costs attributed to regulated hydroelectric are expected to increase by $2.9M,

mainly as a result of higher pension and OPEB-related costs in 2010. These costs are higher
chiefly due to the change in the assumptions in the discount rates from 7.5 per cent for both
pension and OPEB-related costs to 6.8 per cent for pension and 7.0 per cent for OPEB-
related costs, the expected net growth, and the lower amounts of pension and OPEB-related
costs being charged to business units via payroll burden. This increase is partially offset by
lower forecast IESO non-energy charges due to an expected decrease in the Global
Adjustment charge attributable to an expected strengthening of market prices in 2010, and
lower other centrally held costs associated with business claims incurred in 2009 that are not

expected to reoccur in 2010.

4.0 PERIOD-OVER-PERIOD CHANGES — HISTORICAL PERIOD, REGULATED
HYDROELECTRIC
2009 Actual versus 2009 Budget

Actual centrally held costs attributed to regulated hydroelectric were $0.5M lower than

budget, with higher IESO non-energy charges being largely offset by lower pension and
OPEB-related costs. IESO non-energy charges were higher chiefly due to substantially
higher costs associated with the Global Adjustment. Pension and OPEB-related costs were
lower than budget mainly as a result of the changes in the assumptions in the discount rate
(from 5.6 per cent to 7.5 per cent) and the inflation rate (from 2.25 per cent to 2.0 per cent),
and the change in health care cost trend assumptions. This was partially offset by the

change in demographic assumptions and lower than forecast 2008 year-end pension fund
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asset values. Other centrally held costs were also lower in 2009 mainly due to lower than

budgeted environmental costs, slightly offset by higher business claims.

2009 Actual versus 2008 Actual
Centrally held costs attributed to regulated hydroelectric were $2.8M higher in 2009 than in

2008. This is primarily as a result of higher IESO non-energy charges, partly offset by lower
pension and OPEB-related costs. IESO non-energy charges were higher because of higher
costs associated with most types of charges, primarily the Global Adjustment. Pension and
OPEB-related costs were lower mainly as a result of the changes in the assumptions in the
discount rate (from 5.6 per cent to 7.5 per cent) and the inflation rate (from 2.25 per cent to
2.0 per cent), and the change in the health care cost trend assumptions. This was partially
offset by the change in demographic assumptions, the loss on the pension fund assets in
2008, and the lower amounts of pension and OPEB-related costs being charged to business
units via payroll burden. As well, other centrally held costs were higher in 2009 chiefly due to

non-recurring business claims.

2008 Actual versus 2008 Budget

Actual centrally held costs attributed to regulated hydroelectric were lower than budget by

$4.6M mainly due to lower pension and OPEB-related costs, lower IESO non-energy
charges, and budgeted environmental charges that were not incurred. Pension and OPEB-
related costs were lower than budget mainly as a result of 2007 year-end pension fund asset
values being higher than budgeted and actual 2008 long-term disability claims experience.
IESO non-energy charges were also lower than budget as a result of a higher OPG Rebate

coupled with lower Global Adjustment charges.

2008 Actual versus 2007 Actual
Centrally held costs attributed to regulated hydroelectric were lower in 2008 by $1.5M mainly

due to lower pension and OPEB-related costs, which were partly offset by higher IESO non-
energy charges. Pension and OPEB-related costs decreased mainly due to the change in
assumptions in the discount rate from 5.25 per cent to 5.6 per cent and the expected net

growth, partially offset by the change in the inflation rate assumption from 2.0 per cent to
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2.25 per cent. IESO non-energy charges were higher largely because of a higher Global
Adjustment and other non-energy charges, partially offset by a higher OPG Rebate. Other
centrally held costs were also lower, with the most significant single cause being one-time

legal costs incurred in 2007.

2007 Actual versus 2007 Budget

Actual centrally held costs attributed to regulated hydroelectric were lower than budget by

$6.7M mainly due to lower pension and OPEB-related costs, lower IESO non-energy
charges and a largely unspent centrally held contingency for unforeseen events and OEB-
related activities. (Centrally held costs assigned and allocated to the regulated business do
not include any contingencies for unforeseen events in the 2008 - 2012 period.) Pension and
OPEB-related costs were lower than budget mainly due to a change in the discount rate from

5.0 per cent to 5.25 per cent.

5.0 PERIOD-OVER-PERIOD CHANGES — TEST PERIOD, NUCLEAR
2012 Plan versus 2011 Plan

Centrally held costs attributed to nuclear are expected to increase by $35.3M primarily as a

result of higher pension and OPEB-related costs and higher costs associated with the
nuclear insurance program, partially offset by a decrease in the fiscal calendar adjustment.
The expected increase in pension and OPEB-related costs is primarily due to the expected
net growth. The forecast nuclear insurance costs are higher primarily due to the increase in
nuclear liability insurance requirements by the federal government. IESO non-energy
charges are also expected to be higher due to higher forecast Global Adjustment charges.
The fiscal calendar adjustment decreases because OPG's fiscal year for payroll purposes is

four days longer than its financial year, as compared to nil days in 2011.

2011 Plan versus 2010 Budget

Centrally held costs attributed to nuclear are expected to increase by $28.0M primarily as a

result of higher pension and OPEB-related costs. These costs are expected to increase
mainly because of the expected net growth. The forecast costs of the nuclear insurance

program are also expected to increase mainly due to costs resulting from higher nuclear
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liability insurance requirements following an expected change in federal legislation. IESO
non-energy charges are also forecast to be higher due to higher forecast costs associated
with the Global Adjustment. The fiscal calendar adjustment is nil in 2011 because OPG’s

fiscal year for payroll purposes coincides with OPG'’s financial year.

6.0 PERIOD-OVER-PERIOD CHANGES — BRIDGE YEAR, NUCLEAR
2010 Budget versus 2009 Actual

Centrally held costs attributed to nuclear are expected to increase by $112.2M primarily as a

result of higher pension and OPEB-related costs, a lower amount of Scientific Research and
Experimental Development (“SR&ED”) investment tax credits and a higher Ontario Nuclear
Funds Agreement (“ONFA”) guarantee fee, partially offset by lower IESO non-energy
charges and other centrally held costs. Pension and OPEB-related costs are expected to
increase primarily because of the change in the assumptions in the discount rates from 7.5
per cent for both pension and other post retirement benefits to 6.8 per cent for pension and
7.0 per cent for other post retirement benefits, the expected net growth, and the lower
amounts of pension and OPEB costs being charged to business units via payroll burden. The
amount of SR&ED investment tax credits forecast to be recognized in 2010 is lower because
the amount recognized in 2009 related to two taxation years (2009 and 2008), whereas the
amount in 2010 relates to one taxation year (2010). The ONFA guarantee fee is expected to
increase as a result of an expected increase in the amount of the guarantee from $760M to
$1,545M. IESO non-energy charges are expected to be lower due to an expected decrease
in the Global Adjustment charge attributable to an expected strengthening of market prices in
2010. Other centrally held costs are expected to be lower mainly due to non-recurring

business claims incurred in 2009.

7.0 PERIOD-OVER-PERIOD CHANGES — HISTORICAL PERIOD, NUCLEAR
2009 Actual versus 2009 Budget
Actual centrally held costs attributed to nuclear were lower than budget by $107.6M in 2009

primarily as a result of lower actual pension and OPEB-related costs and SR&ED investment
tax credits that were not forecast to be recognized. These items were partly offset by higher

IESO non-energy charges and higher other centrally held costs. Pension and OPEB-related
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costs were lower mainly as a result of changes in the assumptions in the discount rate (from
5.6 per cent to 7.5 per cent) and the inflation rate (from 2.25 per cent to 2.0 per cent), and
the change in the health care cost trend assumptions, partially offset by the change in
demographic assumptions and lower-than-forecast 2008 year-end pension fund asset
values. IESO non-energy charges were higher chiefly because of substantially higher costs
associated with the Global Adjustment. Other centrally held costs were higher chiefly due to

non-recurring business claims.

2009 Actual versus 2008 Actual

Centrally held costs attributed to nuclear were lower by $73.4M in 2009 due largely to lower

pension and OPEB-related costs, partly offset by higher IESO non-energy charges, lower
SR&ED investment tax credits and higher other centrally held costs. Pension and OPEB-
related costs were significantly lower in 2009 mainly as a result of the changes in the
assumptions in the discount rate (from 5.6 per cent to 7.5 per cent) and the inflation rate
(from 2.25 per cent to 2.0 per cent), and the change in the health care cost trend
assumptions. These were partially offset by the change in demographic assumptions, the
loss on the pension fund assets in 2008, and the lower amounts of pension and OPEB costs
being charged to business units via payroll burden. IESO non-energy charges were higher
chiefly because of higher costs associated with the Global Adjustment. SR&ED investment
tax credits were lower in 2009 primarily because the credits recognized in 2008 related to a
number of prior years whereas the 2009 amount related to the 2009 and 2008 taxation years
only. Other centrally held costs were higher mainly due to non-recurring business claims
incurred in 2009.

2008 Actual versus 2008 Budget
Actual centrally held costs attributed to nuclear were lower than budget in 2008 by $59.7M

primarily as a result of lower actual pension and OPEB-related costs and SR&ED investment
tax credits that were not forecast to be recognized. Pension and OPEB-related costs were
lower mainly as a result of 2007 year-end pension fund asset values being higher than

budgeted and actual 2008 long-term disability claims experience. IESO non-energy charges
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were also lower than budget as a result of a higher OPG Rebate coupled with lower Global

Adjustment charges.

2008 Actual versus 2007 Actual

Centrally held costs attributed to nuclear were lower in 2008 by $78M mainly due to lower

pension and OPEB-related costs and higher SR&ED investment tax credits. Pension and
OPEB-related costs decreased mainly due to the change in assumptions in the discount rate
from 5.25 per cent to 5.6 per cent and the expected net growth, partially offset by the change
in the inflation rate assumption from 2.0 per cent to 2.25 per cent. No SR&ED investment tax
credits were recognized in 2007. A lower ONFA guarantee fee in 2008 as a result of a
reduction in the amount of the guarantee provided by the Province to the Canadian Nuclear
Safety Commission (“CNSC”) from $1,510M to $760M and non-recurring environmental
charges incurred in 2007, partly offset by a higher fiscal calendar adjustment, also
contributed to lower centrally held costs attributed to nuclear in 2008 than in 2007. IESO non-
energy charges were slightly higher due to higher Global Adjustment charges patrtially offset

by a higher rebate and a slight decline in other non-energy charges.

2007 Actual versus 2007 Budget

Actual centrally held costs attributed to nuclear were lower than budget by $52.4M mainly

due to lower pension and OPEB-related costs, lower IESO non-energy charges and a largely
unspent centrally held contingency for unforeseen events and OEB-related activities.
(Centrally held costs assigned and allocated to the regulated business do not include any
contingencies for unforeseen events for the 2008 - 2012 period.) Pension and OPEB-related
costs were lower than budget mainly due to a change in the discount rate from 5.0 per cent

to 5.25 per cent.
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Table 1
Comparison of Allocation of Centrally Held Costs ($M)
Regulated Hydroelectric
Line 2007 (c)-(a) 2007 (e)-(c) 2008 (e)-(9) 2008
No. Corporate Group Budget Change Actual Change Actual Change Budget
(@) (b) (©) (d) (e) ® ()]
1 |[Pension/OPEB Related Costs 8.3 (2.2) 6.1 (1.9) 4.2 (1.0) 5.2
2 |OPG-Wide Insurance 3.6 (0.3) 3.3 (0.5) 2.8 (0.4) 3.2
3 |Performance Incentives 2.1 0.0 2.1 0.6 2.7 0.2 25
4 |IESO Non-Energy Charges 5.5 (2.1) 3.4 0.9 4.3 (1.8) 6.1
5 |SR&ED Investment Tax Credits 0.0 0.0 0.0 (0.1) (0.1) (0.1) 0.0
6 |Other® 3.3 (2.1) 1.2 (0.5) 0.7 (1.5) 2.2
7 |Total 22.8 (6.7) 16.1 (1.5) 14.6 (4.6) 19.2
Line 2008 (c)-(a) 2009 (c)-(e) 2009
No. Corporate Group Actual Change Actual Change Budget
(@) (b) (©) (d) (e)
8 |Pension/OPEB Related Costs 4.2 (5.2) (1.0) (5.1) 4.1
9 |OPG-Wide Insurance 2.8 0.1 2.9 (0.4) 3.3
10 [Performance Incentives 2.7 (0.8) 1.9 (0.6) 2.5
11 |IESO Non-Energy Charges 4.3 8.4 12.7 6.6 6.1
12 [SR&ED Investment Tax Credits (0.1) (0.2) (0.3) (0.3) 0.0
13 |other! 0.7 0.5 1.2 0.7) 1.9
14 |Total 14.6 2.8 17.4 (0.5) 17.9
Line 2009 (c)-(a) 2010 (e)-(c) 2011 (9)-(e) 2012
No. Corporate Group Actual Change Budget Change Plan Change Plan
(@) (b) (©) (d) (e) ® ()]
15 [Pension/OPEB Related Costs (1.0) 5.4 4.4 1.0 5.4 2.6 8.0
16 |OPG-Wide Insurance 2.9 0.1) 2.8 0.0 2.8 0.1 2.9
17 |Performance Incentives 1.9 0.4 2.3 0.0 2.3 0.0 2.3
18 [IESO Non-Energy Charges 12.7 (2.6) 10.1 15 11.6 1.2 12.8
19 [SR&ED Investment Tax Credits (0.3) 0.2 (0.1) 0.0 (0.1) 0.0 (0.1)
20 |Other 1.2 0.4) 0.8 0.1 0.9 (1.3 (0.4)
21 |Total 17.4 2.9 20.3 2.6 229 2.6 255
Notes:

1 Budgeted amounts for 2008 and 2009 reflect the reclassification of certain costs to the Corporate Affairs
corporate support group budget presented in Ex. F3-T1-S2, Table 1.
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Table 2
Comparison of Allocation of Centrally Held Costs ($M)
Nuclear
Line 2007 (c)-(a) 2007 (e)-(c) 2008 (e)-(9) 2008
No. Corporate Group Budget Change Actual Change Actual Change Budget
(@ (b) (©) (d) (e) ® @
1 |[Pension/OPEB Related Costs 170.7 (35.9) 134.8 (47.4) 87.4 (24.0) 111.4
2 |OPG-Wide Insurance 4.2 (0.3) 3.9 (0.7) 3.2 (0.4) 3.6
3 |Nuclear Insurance 8.2 (0.6) 7.6 0.2 7.8 (0.3) 8.1
4 |Performance Incentives 29.2 (0.2) 29.0 2.3 31.3 2.4 28.9
5 |IESO Non-Energy Charges 14.2 (4.49) 9.8 0.8 10.6 (7.9) 18.5
6 |SR&ED Investment Tax Credits 0.0 0.0 0.0 (28.2) (28.2) (28.2) 0.0
7 |other* 36.1 (11.0) 25.1 (5.0 20.1 (1.3) 21.4
8 |[Total 262.6 (52.4) 210.2 (78.0) 132.2 (59.7) 191.9
Line 2008 (c)-(a) 2009 (c)-(e) 2009
No. Corporate Group Actual Change Actual Change Budget
(@ (b) (©) (d) (e)
9 |Pension/OPEB Related Costs 87.4 (107.9) (20.5) (109.0) 88.5
10 |OPG-Wide Insurance 3.2 0.1 3.3 (0.4) 3.7
11 |Nuclear Insurance 7.8 (0.5) 7.3 (1.2) 8.5
12 |Performance Incentives 31.3 (3.3) 28.0 (1.5) 29.5
13 |IESO Non-Energy Charges 10.6 255 36.1 17.6 18.5
14 |SR&ED Investment Tax Credits (28.2) 9.2 (19.0) (19.0) 0.0
15 |other! 20.1 35 23.6 5.9 17.7
16 |Total 132.2 (73.4) 58.8 (107.6) 166.4
Line 2009 (c)-(a) 2010 (e)-(c) 2011 (9)-(e) 2012
No. Corporate Group Actual Change Budget Change Plan Change Plan
@) (b) (©) (d) (e) ® )
17 |Pension/OPEB Related Costs (20.5) 108.5 88.0 20.1 108.1 50.2 158.3
18 |OPG-Wide Insurance 3.3 0.0 3.3 0.1 3.4 0.1 3.5
19 [Nuclear Insurance 7.3 1.3 8.6 2.7 11.3 21 13.4
20 |Performance Incentives 28.0 4.4 324 0.3 32.7 0.4 33.1
21 |IESO Non-Energy Charges 36.1 (9.8) 26.3 4.0 30.3 3.2 335
22 [SR&ED Investment Tax Credits (19.0) 10.4 (8.6) (0.1) (8.7) 0.0 (8.7)
23 |Other 23.6 (2.6) 21.0 0.9 21.9 (20.7) 1.2
24 |(Total 58.8 112.2 171.0 28.0 199.0 35.3 234.3
Notes:
1 Budgeted amounts for 2008 and 2009 reflect the reclassification of certain costs to the Corporate Affairs

corporate support group budget presented in Ex. F3-T1-S2, Table 2.






