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EB-2010-0008

IN THE MATTER OF the Ontario Energy Board Act, 1998, S. O.
1998, c. 15, Schedule B;

AND IN THE MATTER OF a review of an Application by Ontario
Power Generation Inc. pursuant to section 78.1 of the Ontario
Energy Board Act, 1998 for an order or orders determining
payment amounts for the output of certain of its generating
facilities.

AFFIDAVIT OF BRUCE SHARP

I, Bruce Sharp, of the City of Toronto, in the Province of Ontario, make oath and say as
follows:

1. I 'am a Senior Consultant in electricity consulting with Aegent Energy Advisors Inc.
(“Aegent”). Aegent is a consulting company providing independent, objective advice to large
energy buyers on all aspects of their electricity and natural gas procurement. Aegent
specializes in helping buyers to reduce commodity costs, manage commodity price risk, and
optimize utility contracts.

2, I hold a Bachelor of Applied Science in Mechanical Engineering from the University of
Waterloo and have been involved in the energy business for approximately 23 years.

3. I am a professional engineer and a chartered industrial gas consultant.

4. Prior to joining Aegent, | provided independent advice to medium and large volume
customers of electricity, and to small generators, on purchasing power and operating in Ontario.

5. Further, as Manager of power products and services with Engage Energy Canada, | was
actively involved in the design, sale and delivery of client products and services targeted at a
commodity segment of the electricity business. Prior to that, my work experience included
working as a manager of industrial product marketing with The Consumers’ Gas Company
Limited, and as an industrial energy advisor with Ontario Hydro.

6. I was requested by Canadian Manufacturers & Exporters (“CME”) to develop a total bill
impact analysis of increases over the next five (5) years. The Ontario Electricity Total Bill



Impact Analysis which | prepared is attached at Tab A to this my Affidavit and marked as
Exhibit A.

7. | also prepared Responses to Interrogatories posed by Board Staff and the Power
Workers’ Union (PWU"). Attached at Tab B to this my Affidavit and marked as Exhibit B is a
copy of the Interrogatory Responses. | prepared all of the Interrogatory Responses except the
Response to Board Staff Number 1, which was provided by CME's counsel.

8. For the purpose of this proceeding, | adopt as evidence before the Board my Ontario
Electricity Total Bill Impact Analysis as attached at TabA and all of the Interrogatory
Responses, with the exception of CME Response to Board Staff Interrogatory Number 1,
attached at Tab 2.

9. I make this Affidavit for the purpose of swearing this evidence in the context of the
Ontario Energy Board’s process for considering Ontario Power Generation Inc.'s (“OPG")
Payment Amounts Application for 2011 and 2012 (EB-2010-0008) and for no other purpose.

SWORN BEFORE ME at the City of Toronto, )
in the Province of Ontario, this 37% day of ) %,Q
November, 2010. )

)

Bruce Sharp

A Commissioner etc.
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This is Exhibit "A" to the Affidavit of
Bruce Sharp sworn before me this
9 ﬂ! day of November, 2010.
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EB-2010-0008

IN THE MATTER OF the Ontario Energy Board Act,
1998, §,0. 1998, c. 15, Schedule B;

AND IN THE MATTER OF an Application by Ontario
Power Generation Inc. pursuant to section 78.1 of the
Ontario Energy Board Act, 1998 for an order or orders
determining payment amounts for the output of certain of
its generating facilities.

EVIDENCE OF BRUCE SHARP
FROM AEGENT ENERGY ADVISORS INC. (“AEGENT”)

ON BEHALF OF |
CANADIAN MANUFACTURERS & EXPORTERS (“CME”)

August 31, 2010

Peter C. P. Thompson, Q.C.
Vincent J. DeRose

Borden Ladner Gervais LLP
World Exchange Plaza

100 Queen Street

Suite 1100

Ottawa ON K1P 1J9

Telephone (613) 237-5160
Facsimile (613) 230-8842
Counsel for CME
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Aegent

ENERGY ADVISORS INC.

Ontario Electricity Total Bill Impact Analysis
August 2010 to July 2015

About Aegent Energy Advisors

Aegent Energy Advisors Inc. (‘Aegent’) is a consulting company providing independent, objective advice to large energy
buyers on all aspects of their electricity and natural gas procurement. Aegent specializes in helping buyers to reduce
commodity cost, manage commodity price risk, and optimize utility contracts.

More on Aegent can be found at www.aegent.ca.

Background

With all of the changes the Ontario electricity industry is undergaing, it is clear there will be future cost increases and
resulting customer impacts. Related to the Ontario Energy Board (“OEB") process for considering Hydro One Networks
Inc.s (*Hydro One") application for transmission rate increases for 2011 and 2012 (EB-2010-0002), Canadian Manufacturers
and Exporters (“CME") commissioned Aegent to develop a total bill impact analysis of increases over the next five years.

CME has concluded that this total bill impact analysis is also relevant to Ontario Power Generation Inc.'s (“OPG”) application
for payment amounts for 2011 and 2012 (EB-2010-0008). In this regard, CME takes the position that the total bill impact of
any specific utility rate application the OEB considers cannot be evaluated by simply considering utility-specific changes to
line items in the electricity bill and holding everything else constant. Rather, there is a need to consider the total bill impact
of what a particular utility is proposing in conjunction with everything else in the electricity bill that is simultaneously
changing. It is within this context that CME files this evidence.

CME asked Aegent to provide this analysis because Aegent has experience in estimating total bill impacts of this nature. An
example of this type of analysis was released by Aegent in March 2010 in a report. A copy of this is attached at Tab A.

This document provides a discussion of the method Aegent has applied and the results of the analysis. These materials
have been prepared by Mr. Bruce Sharp of Aegent. Mr. Sharp, whose curriculum vitae is attached at Tab B, will testify to
support this analysis.

The information upon which this analysis is based includes information published by the Ontario Power Authority (“OPA"),
the Independent Electricity System Operator (IESO"), Ontario electricity distributors, and rate case filings with the OEB
made by Hydro One and OPG. Almost all of these entities, except some of the electricity distributors, are owned by the
Government of Ontario, and all are entities over which the OEB exercises regulatory authority.

Aegent does not have access to the five (5) year Business Plans of these entities. Accordingly, where necessary, this
analysis provides Aegent's estimates, based on assumptions that it considers to be reasonable and conservative, of the
electricity price implications of the five (5) year Business Plans of these entities that will have an influence on elements of
the electricity bill. Aegent readily acknowledges that entities such as the OEB or the Ministry of Energy and Infrastructure
(“MET" or the Ministry of Energy), with an ability to access the five (5) year Business Plans of the OPA, IESO, Hydro One,
OPG and other transmitters and distributors the OEB regulates, are in a position to provide any information that is needed to
better align Aegent's estimates with the contents of those five (5) year Business Plans.

Itis possible that the OEB and/or the MEI have already prepared total bill impact reports of the type presented in this
analysis. If they are conducting total bill impact studies, then the results of those studies or reports should be made public.
They are urgently needed by manufacturers and other consumers for business planning purposes.

August 2010




Time Period Covered

This analysis assumes that there will be no lag in the bill impact of utility cost increases for a particular year for which the
OEB sets prospective test period rates. Cost increases derived from information on file with the OEB are assumed to have

an effect on the bill In each particular year for which those costs are eit

hpr forecast or estimated to be incurred. For other

cost increases, including those linked to procurements by the OPA, the analysis assumes that there will be a lag between

the contracting commitments made by the OPA and the total bill impact of those procurement arrangements. The analysis
assumes that commitments made between August of one year and July of the ensuing year will affect electricity bills in that
ensuing year, so that costs reflected in OPA publications pertaining to the period August 2010 to July 2011 will be reflected

in the analysis for the year 2011, Procurement commitments made b:

y the OPA in the period between August 2011 and July

2012 will be reflected in the analysis for the year 2012. The same method is applied to estimate cost increases for 2013,

2014, and for early 2015.

Cost Increase Elements

The following cost increase elements, shown with the residential bill areas they fall under, were evaluated:

Excluded Cost Increase Elements - Already in Effect

. costincrease element blll area table
Feed-In-Tarif (FIT) " Electricity (Provinclal Benefit) 1a,1b, ic
Renewable 'Ernergy Standard Offer Program (RESOP) Electricity (Provincial Benefit) 2
Renewables (other) ﬁectricity(ProWncial Benefit) 3
Bruce Power (existing) Electricity(ProWnc!aﬁ;neﬁt) 4
Bruce Power (new) jl?ctricity(ProWncial Benefit) 5
OPG " Electricity (Provincial Benefil) 6
Natural Gas Electricity (Provincial Benefit) 7
Non-Utility Generators (NUGs) Eﬁctﬁcity(Provlnclal Benefit) 8
Conservation and Demand Management (COM) Elgctriclty(Prowncial Benefit) 9
Transmlssion Delivery or Regulatory 10a, 10b, 10c
Distribution (non-Green Energy Act) Delivery 1
Distibution (Green Energy Act) Delivery or Regulatory 12

The following cost increase elements have already come into effect for residential consumers:

a) Two-tier RPP rate increase - This Increase came into effact May

month, this increase amounted to $ 7.10/MWh (12 month impact).
b) TOU RPP increase - This has affected some residential consumers, with most to follow. The cost increase is in

the order of § 4/MWh.

1,2010. For consumers using 800 kWh per

¢) Special Purpose Charge - Effective May 1, 2010 many or most local distribution companies began collecting this
from customers. The ratefincrease is $ 0.38/MWh.

d) HST -~ Introduction of the Harmonized Sales Tax on July 1, 2010 resulted in the sales tax on
from § % to 13 % -- a residential bill impact. The additional 8

GST-exclusive residential unit rate of about $ 115/MWh.

electricity increasing

% adds about § 9/MWh to an approximate, previous

The total of items a) to c) is about $ 11.50/MWh (no HST) or $ 13/MWh with HST. In combination with item d), the total bill
impact of the items already in effect is about $ 22/MWh. This Is an increase of about 18% from a previous GST- inclusive

AEGENT ENERGY ADVISORS INC.
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unit price of about $ 120/MWh. Increases included in this analysis are additive, though there is some overlap with these
excluded items (in the order of § 3/MWh). . ¢

Excluded Cost Increase Elements - Other
The following elements were not included in the analysis as they have non-uniform and/or uncertain impacts:

a) Industrial “time-of use” rates - This concerns the reallocation of Global Adjustment / Provincial Beneft costs, from a

postage-stamp basis to one determined by coincident peak demands.

b) Coincident peak allocation of future transmission costs - Similar to the Global Adjustment/Provincial Benefit ,
reallocation noted above, the same could occur with transmission. Even with transmission rates rising rapidly,
there are less total dollars involved and so if this occurs the ultimate (into 2015) increase would likely be less than $

0.50/MWh,
c) |ESO Smart Grid investment ~ These costs may arise in the future but as of this date the IESO has not identified

any significant related costs in its most recent Business Plan (2010 - 2012).

d) Anclllary services - The integration of a huge amount of new generation will most likely lead to significant operating
challenges, which in turn will result in increased ancillary services (including operating reserve and regulation
service) costs. .

General Methodology
The following general methodology was used in analyzing each cost increase element:

a) Calculate cost in reference time period prior to first increase period, if applicable ($ million)

b) Calculate cumulative cost in forecast periods ($ million)

¢) Cumulative increase for each forecast period is value or value less reference period value ($ million)

d) Use IESO total annual energy consumption forecast (and escalated) values (TWh)

e) Calculate cumulative unit cost increase values ($MWh)

f) Increases will manifest themselves through increases to the Global Adjustment/Provincial Benefit, transmission

distribution and possibly regulatory charges.
Methodology Detalls

The following methodologies were used in analyzing groups of or individual cost increase elements:

FIT, RESOP, Renewables (other), Bruce Power (new)

For each period, subtract reference spot price from contract price to arrive at premium over spot price in $MWh -
Estimate MW quantities added each period

Calculate cumulative MW quantities to end of each period ‘

Use capacity factors and 8,760 hours in year to arrive at cumulative MWh to the end of each period

Cumulative $, to end of period = cumulative MWh, to end of period x $/MWh

Cumulative increase $ = cumulative $ (all “new” so no reference required to prior to Aug10)

Bruce Power (existing)

For each period, subtract reference spot price from contract price to arrive at premium over spot price in $/MWh
Use current, uniform MW quantity in each period _
Apply capacity factors and 8,760 hours in year to arrive at cumulative MWh In each period

Cumulative $ to end of each period = cumulative MWh x $/MWh .

Cumulative increase §, to end of each period = cumulative $, in each period less cumulative §, prior to Aug10

® & & o o

AEGENT ENERGY ADVISORS INC.
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OPG, NUGs
*  Subtract reference spot price from contract price to arrive at premium over spot price in $/MWh
» Use annual TWh quantities for each period A
» Calculate premium-over-spot § in period = $/MWh x MWh
* Increase $ to end of period = premium-over-spot § in period less same, prior to Aug10

Natural Gas

Estimate MW quantities added each period

Calculate cumulative MW quantities to end of each period
Estimate contingent support payment rates ($MW/year)
Cumulative § to end of each period = cumulative MW x $/MW/year
Cumulative increase $ = cumulative $

~ COM

» Estimate expenditures in each period '
»  Cumulative increase $, to end of each period = cumulative $, to end of period less cumulative §, prior to Aug10

Transmission

* Determine / estimate Rates Revenue Requirement in reference and each forecast period A
+  Cumulative increase $, to end of each period = cumulative $, to end of period less cumulative $, prior to Aug10

Distribution (non-GEA)
*  Use 2009 total Ontarlo LDC distribution revenue (OEB's 2009 Yearbook of Electricity Distributors)
+ Estimate annual increase percentages
+ Calculate increased annual revenues
+  Cumulative increase $, to end of each period = revenue, each period less revenue, 2010

Distribution (GEA)

+  Use Hydro One Distribution Green Energy Act data to extrapolate total Green Energy Act investment by all Ontario
LDCs ‘

+ Determing / estimate Rates Revenue Requirement in reference and each forecast period

. Cumulative increase $, to end of each period = cumulative $, to end of period less cumulative $, prior to Aug10

Commodity Price Assumptions

For this analysis we define the total commodity price for electricity as being comprised of the spot price of electricity and the
Global Adjustment (the “GA"). By spot price we generally refer to the arithmetic average price of electricity, also referred to
as the Hourly Ontario Energy Price ("HOEP"). The GA Is also referred to as the Provincial Benefit on local distribution
company ("LDC") - served customers' electricity bills).

AEGENT ENERGY ADVISORS INC,
August 2010




HOEP-GA Interacti

There is a clear Interaction between the spot price of electricity and the GA. When spot prices fall, the GA rises and vice
versa. This occurs because the govemment and its agencies have entered into electricity supply arrangements that cover
off a very large majority of Ontario electricity supply requirements. The majority of these contracts included fixed prices
(some with escalators). With the huge amount of contracted generation coming in o service over the next five years,
virtually no new supply will be un-contracted and so this interaction will become even stronger.

The dynamic is more complex than that but for the purposes of this analysis we assume that the combination of HOEP and
the GA are generally fixed. This means that a lower spot price is offset by a correspondingly higher GA and vice versa,

Uniform Forecast of HOEP

We also assume that HOEP is fixed during the forecast period. This simplifies the analysis related to most of the
generation-related elements, by taking away the need to forecast and incorporate HOEP and the GA for each year

analyzed. Even if different HOEP forecast values were used for each period, HOEP-GA interaction assumption would have
an offsetting impact, resulting in the same reference total commodity price and rendering varying annual HOEP values moot.

Reference Spot Market Prices

Based on the monthly behavior of HOEP and the GA over the last six to twelve months, we sstimate the current, total
commodity price to be approximately $ 65/MWh, comprised of HOEP at $ 38/MWh and the GA at $ 27/MWh. For most of

the new generation sources with fixed-price contracts, we assume they will be paid $ 38/MWh from the spot market and then
be “made whole” through payments funded through the GA. Solar and NUG projects are the exception - as they produce
energy during higher-priced daylight and on-peak hours. We assume they will be paid $ 48/MWh from the spot market, with
the remainder funded through the GA. ,

Other Assumptions

This analysis includes a number of assumptions. Some relate to forecast years beyond test periods documented in OEB
rate cases; In those cases we assumed similar and/or moderate increases in future years. In all cases we have tried to be
reasonable and err on the side of being conservative, i.e. the low side.

One major assumption of note is the amount of FIT generation that will come Into service during the forecast period. For our
analysis, we assume a total of 10,500 MW of FIT generation will come online by July 2015. This is comprised of 8,000 MW
of FIT applications received by the OPA as of April 2010 and 2,500 MW of Samsung wind and solar projects.

Incremental Surplus from New Generation

Using near-term IESO forecasts and similar escalation rates, we estimate that annual Ontario energy consumption will grow
by 6.2 TWh between 2010 and 2015. By 2015, the new generation (FIT, remaining RESOP, other renewable, new Bruce
Power) identified in this analysis will produce an approximate 41 TWh (25.9 + 1.4 + 1.5 + 12.0) of incremental annual

energy.

Generation that will or could be retired or otherwise out of service In the next few years includes coal (10 TWh in 2009) and
nuclear (OPG's Pickering B: 2,160 MW at a capacity factor of 8% ~ 16 TWh), for a total of about 26 TWh. Not included in
this number is the inevitable contribution of energy from incremental natural gas generation, required for system operability
and other purposes. :

AEGENT ENERGY ADVISORS INC.
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That leaves an lncremental surplus of at Ieast 15 TWh. Possible consequences of this surplus include:

a) Displacement of OPG's unregulated generation

b) Displacement of Bruce Power or renewable output, both with possible take-or-pay implications
c) Significantly Increased surplus base load generation :

d) Significantly increased (and subsidized) exports

Concerning the potential for renewable-related take-or-pay or curtailment events, if just 10% or 2.9 TWh of new renewable
energy output by 2015 had to be dispatched off and still paid the above-market premium (an average of over § 140/MWh),
the impact would be $ 406 million. It should be noted however that in the context of this analysis this would not be additional
as the above-market cost is already accounted for. :

Resuilts
Throughout the analysis we have used nominal (i.e. non-constant) dollars.

Cumulative Increase, Tgtal Dollars ($ miliion)

The cumulative total dollar increase from 2011 to early 2015 is § 7.739 billion. The cumulative dollar increase for each _
element and in total, on a year-by-year basis, is shown below:

slement 2011 2012 2013 2014 early 2015

Fecd-ln-Tm—(T:lT) $ 481 | $ 963 (% 1444 |8 2646 | $ 3,848
Renewable Energy Standard Offer Program (RESOP) | § G 10§ 220]§ 330§ 330
Renewables (other) $ - |8 71% 36§ K] 96
Bruce Power (existing) $ 1418 29($ 4318 58|$ 74
Bruce Power (new) $ - 18 37718 404 | $ 443§ 461
OPG $ 234§ 304 [§ 166 | § 166 | $ 237 |
Natural Gas $ " 57(§ 86 $ 11§ 111]§ 192
Non-Utility Generators (NUGS) $ 9%1$ 197 | § 158 | $ 258 | $ 170
Consenation and Demand Management (COM) $ 10518 - 1878 1226 (S 2651 $ 267
Transmission $ 189 [ § 299 [ $ 505]$% 70418 1,012
Distribution (non-Green Energy Act) $ 80($ 163 | $ 206 | $ 24918 293
Distribution (Green Energy Act) $ 156 | $ 310§ 4651 % 615|$ 759
total $ 1,411 1§ 3,032 % 3,986 | $ 5911 $ 7,739
Annual Energy

The following Ontario total annual energy consumption valugs were used. The 2011 value is the IESO’s most recent

weather-normalized forecast. We used the same energy quantity for 2012 - 2015 as we believe that in

and demand management efforts will offset load growth that would otherwise take place.

creased conservation

for

2011

2012

2013

2014

2016

Ontario annual energy, TWh

142.9

1429

1429

142.9

142.9

AEGENT ENERGY ADVISORS INC.
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oo Cumulative Increase, Unit Cost, ($/MWh) -

The cumulative unit cost increase from 2011 to early 2015 is $ 54.15/MWh (no HST) and'$ 61.19/MWh with HST. The
GST/HST-exclusive cumulative increases for each element and In total, on a year-by-year basis, are shown below:;

element 2011 2012 2013 - 2014 early 2015

THL LT o e

Feed-In-Tarniff (FIT) $ 337§ 6.74|$ 1011 $ 1852|$ 26.93
: Renewable Enerqutandard Offer Program (RESOP) | § . - |$ 077 1§ 15418 2318 231
i Renewables (other) $ E 005§ 025($ 046($ 0.67
i Bruce Power (existing) $ 010§ 020 $ 030]$ 0411$% 0.52
! Bruce Power (new) $ BB 264§ 283 ¢ 3.10]$ 322
i OFG $ 1638 2139 116§ 116 $ 1.66
Natural Gas ‘ $ 040]$ 0601S$ 078]$ 0.78[$ 1.35
: Non-Utility Generators (NUGS) $ 066 $ 138 1§ 11118 1808 1.19
Consenvation and Demand Management (COM) $ 073($ 1311$ 15818 1858 1.87 |
Transmission $ 1321$ 209§ 353($ 492 |8 7.08
Distribution (non-Green Energy Act) $ 056|$ 114 1§ 1448 174 1% 2,05
Distribution (Green Energy Act) $ 109§ 217 1§ 32618 430 $% 5.31
total $ 987§ 2122 $ 2790 $ 4136 $ 54.15
Unit Cost Impacts
Non-Residential

Unit costs can vary greatly, depending on load characteristics and LDC rates.

Based on the forecast total unit cost increase and depending on the reference unit cost, by early 2015, non-residential
consumers would see their total unit cost rise by 47% - 64% (over the increase already experienced in 2010). This is
equivalent to an average, annual, compounded increase of 8.0% — 10.4% (again, over the increase already experienced in
2010).

The table below shows the unit cost impacts for August 2010 reference unit costs ranging from § 85/MWh to $ 115/MWh.
This range has been selscted as being representative of the total bill unit cost that small to large manufacturers currently.
pay. Note that all unit rates shown in the table below exclude GST/HST.

°i:':r:':::° § 987|$ 21228 2790($ 4136|$ 5415| increase, Aug10-Juli5

August2010| 2011 2012 2013 2014 | early2015 | total | 2Verageannual
(compounded)

$  8500|$ 9487|% 10622|% 11200|$ 12636]8 13995 637% 104%

$  9000]S 99878 11122|% 117908 1313615 14415 602% 5%

$§  9500[6 104878 116228 12200|$ 13636 |5 14815 57.0% 94%

$ 10000]$ 10987 |$ 12122|% 127908 141365 15415 542% 90%

$ 105008 114878 12622|% 132908 146368 150.15] 516% 87%

$ 11000]§ 11987 |§ 13122|8 137908 151368 16415 | 49.2% 8.3%

$ 11500 § 12487 |$ 13622 |8 14290|% 15636|% 16915 471% 8.0%

AEGENT ENERGY ADVISORS INC.
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Residential

This metric is included in this analysis as it is one the board is familiar with and regularly applies. Unit costs can vary
greatly, depending on LDC rates.

Based on the forecast total unit cost increase and depending on the reference unit cost, by early 2015. residential
consumers would see their total unit cost rise by 38% - 47% (over the significant increase already experienced in 201 0).
This Is equivalent to an average, annual, compounded increase of 6.7 - 8.0%

(again, over the significant increase already

experienced in 2010).
Tha table below shows the unit cost impacts for August 2010, HST-inclusive reference unit costs ranging from $ 130/MWh to
$ 160/MWh, .
cumulative| noHST [$ 987 |$ 21228 2790]$% 4136]$ 54.15
increase | Wi FIST | § 11.15 |8 2307 |§ 3152|8 4674]§ 6T19| ~ ncrease Augio-Jults
: with HST otal average annual
August 2010 2011 2012 2013 2014 | early2015 (compounded)
$130.00 $ 14115(8 15397 |$ 16152($ 176,74 [$ 19119 47.1% 8.0%
$135.00 $ 14615 |$ 15897 |$ 16652 |$ 181.74|$ 196.19| 45.3% 7.8%
$140.00 $ 15115 % 16397 [$ 17152|$ 186,74 [ $ 201.19| 43.7% 7.5%
$145.00 $ 15615 168.97|$ 17652 $ 19174 [$ 206.19| 42.2% 7.3%
$150.00 $ 161.15[8 17397 (% 181.52[$ 19674 [$ 211.19| 40.8% 71%
$155.00 $ 166.15[% 17897 [$ 186.52[$ 20174 [$§ 216.19| 39.5% 6.9%
$160.00 $ 17115|8 183.97|$ 191.52[$ 206.74 [$ 221.19| 38.2% | 6.7%

AEGENT ENERGY ADVISORS INC.
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Beware the Electricity Cost
Iceberg

» The Onlario Government's recently announced green levy
or tax of $4/year for a typical residantial consumer Is only
a small part of the total electricity bill Increase that will
occur by the end of 2011.

o By the end of 2011, green levy, smart meter, generation
and HST-rolaled increasas will cause the typical
residential bill to rise by 26% or $304.

* Residential consumars moving to the Smart Meter
Regulated Prica Plan will see their costs rise by $50/year.

o Pending generation cost increases will cause the typical
residential bifl to rise by $30/year, and future generation
cost Increases will cause a lurther Increase of $122/year.

» Combined with near-term cost increases, the HST will add
$98/year to the typical residential bill

On March 20, the Ontaric Government announced a green levy
or lax on eleclricity that will take effect soon. The levy Is intended
to help cover the government's conservation and green energy
program. The cost 1o a typical residential electricity consumer Is
only $4 per year and yet many are up in arms over It. The
problem Is this cost Is only a small portion of what consumers will
see over the nex! eighteen or so months - the tip of an
approaching iceberg.

Above the Water Line

Although it has drawn & lot of attention in the press, the new $4
levy for a typical residential consumer with modest, annual
consumption of 10,000 kWh I8 relatively minor. The charge is
based on a tolal annual collection of about $54 million. Spread
across all Ontario users, it works out to about 0.04 cents/kWh.
This cost Increase s Insigniticant compared to other, less-obvious
increases, some pending and others expected in the future,

Ontario Power Generation (OPG) has announced an application
for & 9.8% Increase (about 0.5 cents/kWh) on the rates pald for its
regulaled generation, which represents about 47% of Ontarlo
consumption. In the past, OPG has not received Its full requested
Increase. If this time around they were 1o receive say 2/3 or about
0.3 cents/kWh of the increase, the residential bill impac! would be
0.15 cents/kWh or $15/year.

Also pending Is the Harmonized Sales Tax (HST) that will take
elfect July- 1, 2010. It will add 8% or $92 1o a current typical
residentlal bill. The HST will also have the compound effect of
adding 8% to all other cost Increases that are incurrad down the
road, The HST is a fiscal policy, not an onergy policy, but
consumers will see that as a distinction without a difference when
their energy blll arrives In August.
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Below the Water Line - Smart Meters

In May 2008, the Onitario Government sel targets.for the number )

of consumers on time-of-use rates under the Regulated Price
Plan (RPP), This plan is also commonly referred to as the Smart
Meter RPP, As of the end of 2008, Ontario ulllities had Installed
about 3.4 milllon smart meters and about 350,000 residentlal
consumers were on smart meter rates. By the summer of 2010, 1
million consumers are to pay these rates while by June 2011, the
target is 3.6 million consumers, -

Untonuhately. there are cost impacts with the Smart Meter RPP.

Typical residentlal consumers will see a cost Increase when
moving from the conventiorial RPP rales lo the new Smart Meter.
RPP, because of a difference in how the rales allocate costs. The
conventional RPP rate charges a lower ener, y cost to smaller
volume users, something that tends to benefil residential
consumers because they are subsidized by commerclal or
institutional users (whose use Is greater). When they move to
Smart Meter RPP rates, these customers will pay for energy
based on time of use, and will no longer get a smali volume
discount rate. Resldentlal consumers will see a cost Increase of
0.38 cents/kWh or $38/year from the loss of this small volume

- discount that was imbedded in the conventional RPP rate.

The second Smart Meter cost impact s the assumed load profile
used to set the Smart Meter RPP prices - currently 9.3, 8.0 and
4.4 cents/kWh for the on-, mid- and oti-peak perlods, Ostensibly,
the OEB set these rates to recover the same average revenue
used In setting the conventional meter rates, In so doing, the OEB
identitied two difterent load profiles - one for a typical Smart Meter
RPP consumer and one for those with conventional or energy
meters, If not on the RPP, the latter group would be charged for
electricity based on an assumed load profile; namely, thelr utllity's
Net System Load Shape or NSLS. Close examination of Toronto
Hydro's 2009 NSLS, however, indicates thal If that collective
group switched to Sman Meter RPP rates, they would pay 6.34
cents/kWh, The additional cost of 0.12 centskWh equates to
$12/year for a typical residential consumer. .

(Oncs all RPP consumers have moved to the Smart Meter RPP,

revenues will reach an equilibrium state and the 0.12 cenVkWh or '

$12/year increase should disappear.)

Individual consumers who move to the Smart Meter RPP may in
lacl 00 an energy cost decrease basad on their energy use
profile. Our comments here address the overall Impact on the
average residential users,

The lotal Impact of the Smart Meter Increases is therefore 0.50
conts/kWh or $50/year for a typical residential consumer,

Below the Water Line - Pending Generation Cost Increases

A number of factors have caused the actual Cosls underlying the
Regulaled Price Plans to be higher than anticipated. General
RPP rates will therefore rise to cover these higher actual costs
and the unfavourable variance that has accumulated since
November 2009, The new rates that lake effect May 1 willbe
announced in mid-Aprll. Aegent's current estimate for the RPP
Increase Is 0.30 - 0.40 centskWh. Choosing the lower value, the
Increase for a typical residentlal consumer Is $30/year.

I's worth noling that the RPP rate Increases could be higher,

http://www.acgcnt.ca/ncwslcttcrs/BcwareTthccbcrg.html
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depending on the extent to which the OEB anticipates future cost
Increases and includes them in the rales established for May 1.

Below the Water Line - Near-term, Future Generation Cost
Increases

A number of generation plants are coming online, under a varlety
of Ontario Power Authority programs. All plants will be pald .
above-market rates or receive other supporting payments. The
estimatad cost Impacts are shown in the table that follows.

-estimgied | ¢AWH per:[ Ui edded|  post:” [ $iyaar for

generaton 1.000%W] 2010 | crsese, [residertal
_ype oddded | and'201F | i¢Awh * |consumer
ratral gas . - _

i ats | w0 | igow | g
_Obxleat o I

Regoe- |

. wingd Q2 1 300 | Qor 7

RESOP--.

soiet 1463 036 | g0 o1 | 9

z N =

o3 | #be 04y | is

FiT-soiar] id3

+,500
FIT-wind| 144. 0.22  [estmiameh)| 033 | 233
total |10 $107

Notes and Assumptions:

1. lncroas;:h calculated relative to base spot price of 4.0

cents/k
cosls spread across Ontarlo total annual consumption of
141 TWh

natural gas-fired: Clean Energy, Comblined Heat and

Power; cost is conservative Deemed Dispatch Payment

nuclear capacity faclor of 85%

RESOP is Renewable Energy Standard OHer Program,

precursor to Feed-In-Taritf program (FIT); majority of

RESOP projects assumed to be pald FIT prices

wind assumed to be 90% onshore, 10% offshore with

combined capacity factor of 31%

7. wind assumed to require natural gas fired back-up and
enabling wires Investments

8. solar assumed to be ground-mounted and less than 10

MW, capaclly factor of 15%

or @ N

o

As noted earller, some of these cost Increases could affect the
new RPP rates that will take effact on May 1, 2010,

Summary of Cost incroases

Aegent's analysls Indicates that by the end of 2011, a typical
residentlal consumer could ses a total cost Increase of 3.04
cenis/kWh or $304/year In their eiectrichty bill. This represents a
26% Increase over Ihalr current total cost of electricity. The
components of the Increase are:

hutp://www .aegent.ca/newsletters/B ewareThelceberg.html]
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Looking Ahead

. : In a tuture arlicle, look for Aegeni to discuss a cost increase
oo wildcard: largely-fixed costs such as transmission and distribution
: B . and how Ontarlo’s recent step-change drop In total consumption
oL could cause assoclated unit cost increases. Wa'll also discuss
: how conservation may generate lower savings than expected and
how non-conserving enities will see thelr total elsctriclty costs
rise as they shoulder more of the fixed-cost burden,

Ontarlo’s Green Energy Act: A Major Shift Read more»

- Home Services Clients Resources News Aboul Contact 416 622-9449 Info@aeg:
Do Privacy Policy | Disclaimer © 2001 - 2009 Aegent Energy Advisors Inc, Al rights resy
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BRUCE SHARP, P, Eng.

* SUMMARY

Bruce Is Aegent Ene}gy Advisor's sanlor resource in electricity consulting. Bruce holds a Bachelor of
Applied Science degres in Mechanical Engineering from the University of Waterdoo and has 23 years of
experience In the energy business. Bruce is a professional engineer and a Chartered Industrial Gas

Consultant,

Prior to joining Aegent, and as principal of his own company, Bruce provided Independent advica to
medium- and large-volume consumers of electricity and to small generators, on purchasing power and
operating in the new Onlarlo marke!. As Manager, Power Products and Services with Engage Energy, he
was actively involved In the design, sale, and delivery of client products and services targeted at the
commodity segment of the electricity business. Bruce's professional experience also includes work at
Ontario Hydro as an Industrial energy advisor and at The Consumers' Gas Company Limited working with

Industrial and commercial customers.

Bruce has been a repeal speaker at industry conferences on the topic of practical power procurement
strategles, and coples of these presentations are avallable on Aegent's web site. Bruce has been widely
quoted in the press for his Insightful analysls of the economic implications of government energy policy

decislons,

PROFESSIONAL EXPERIENCE

2002 - Present Aegent Energy Advisors Inc.
Senlor Consultant

20012002 Sharp Energy Advice
Princlpal

1998 - 2001 Engage Energy Canada, L.P. / Encore Energy Solutlons, L.P.
Managsr, Power Products & Services

" 1895- 1097 The Consumers’ Gas Company Limited

Manager, Industrial Product Marketing
Industrial Utilization Consultant

1987 - 1993 Ontario Hydro

Industrial Energy Advisor
Assistant Engineer, Hydraulic Generation -
Englneering Traines, Hydraulic Generation .
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This is Exhibit "B" to the Affidavit of
Bruce Sharp sworn before me this
97, day of November, 2010.
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Borden Ladner Gervais LLP

Lawyers * Patent & Trade-mark Agents -

World Exchangs Plaza

By electronic filing and by e-mail . 100 Queen Street, Suite 1100
Ottawa ON K1P 1J9

tel.: (613) 237-5160 fax: (613) 230-8842
www.blgcanada.com

September 14, 2010 PETER C.P. THOMPSON, Q:C.,
. direct tel.: (613) 787-3528
e-mail: pthompson @blgcanada.com

Kirsten Walli

Board Secretary
Ontario Energy Board
2300 Yonge Street

27" floor

Toronto, ON M4P 1E4

Dear Ms Walli,

Ontario Power Generation Inc. (“OPG”)
2011-2012 Payment Amounts Application
Board File No.:  EB-2010-0008 '
Our File No.: 339583-000064

We attach the Interrogatory Responses of Canadian Manufacturers & Exporters (“CME”)
to Interrogatories of Board Staff, and the Power Workers’ Union (“PWU™).

very truly,

Peter C.P. Thompson, %

PCTslc

enclosures

c. Barbara Reuber (OPG)
Intervenors EB-2010-0008
Paul Clipsham (CME)
Bruce Sharp (Aegent)
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~ CME RESPONSE TO BOARD STAFF INTERROGATORY # 1

Question

Reference: Issue 1.3
Is the overall increase in 2011 and 2012 revenue requirement reasonable

given the overall bill impact on consumers?

The evidence filed by CME indicates that electricity costs will be increasing substantially in the

next 5 years due to a number of factors. As the EB-2010-0008 proceeding is a payment

amounts case which deals with only the revenue requirement and payment amounts for OPG's
regulated generation facilities, how does CME propose the Board apply this evidence in the
present proceeding?

Response

l Introduction

This question raises matters pertaining to the reliance that CME's counsel proposes to place on
the CME evidence during the course of the oral hearing, including the Argument of OPG's
Application. Moreover, the response to this interrogatory is being broadened to include a
response to the position taken by OPG in its letter to the Board of September 7, 2010 (the
“Letter”). In the Letter, OPG asserts that CME's evidence is beyond the scope of matters in
issue in this proceeding and that, in setting just and reasonable rates, the Board's jurisdiction is
limited to considering the impact on total bills of a specific rate application, holding all other
aspects constant. The responses to these questions pertaining to case management, relevance
and jurisdiction are being provided by CME counsel.

1. CME Total Bill Impact Analysis is Relevant and Admissible

OPG's evidence suggests that customer impacts are a matter of significance in the formulation
of its plans. The evidence in this case indicates that customer impacts prompted OPG's owner
to scale back the level of 2011 and 2012 spending initially planned by OPG and its affiliate,
Hydro One Networks Inc. (“Hydro One”) in order to produce revenue requirement and payment
amount increases that fall within the bounds of reasonableness. :

The pre-filed bill impact evidence submitted by OPG at Exhibit I-1, Tab 1, Schedule 2 does not
reflect the total bill impacts of all of the factors reflected in the spending plans for 2011 and 2012
that OPG asks the Board to approve. A consideration of total bill impacts is not limited to a
consideration of the isolated effect, on the energy line of the bill electricity consumers receive, of
OPG's spending plans with respect to prescribed assets while holding all other bill components
constant. This type of evidence does not reflect the material total bill increases that consumers
are experiencing in 2010 and facing in 2011, 2012 and years beyond.

CME's evidence presents a total billimpact analysis. Its scope is confined to estimating the
total bill impacts customers are facing. '
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CME's evidence refers to the very significant increase in the total electricity bills that electricity
consumers have already experienced in 2010. We expect that the evidence at the hearing will
establish that, for many, the total bill increases in 2010 fall within the 15% to 20% range.

There are many external factors that have a material impact on the total electricity bill
consumers will face in 2011, 2012 and years beyond. These external factors include Ministerial
Directives related to the objectives of the Green Energy and Green Economy Act (“GEA”,
covering renewable generation and Conservation and Demand Management (“CDM") initiatives.
External factors that are reflected in OPG's five year Business Plans, from which the Payment
Amounts Application is derived, include the plans of the Ontario Power Authority (“OPA”), the
Independent Electricity System Operator (“IESO"), and the Minister of Energy ("MOE"). All of
these external factors are relevant to' OPG's Application.

Having regard to the Board's obligation under the Ontario Energy Board Act, 1998 (the “OEB
Act’) to protect consumers with respect to electricity prices when carrying out its responsibilities
under the Act, a consideration by the Board of evidence of the total bill impacts customers are
experiencing and facing is both essential and mandatory because the “electricity prices” to
which the legislation refers are the total amounts in the bills electricity consumers receive. The
phrase “electricity prices” refers to the total of all components in the electricity bill and not just a
particular sub-component thereof. Before the Board can determine the extent to which it should
protect consumers with respect to electricity prices, it needs to consider the changes in
electricity prices that are likely to occur during the period for which it is being asked to set rates.
Accordingly, consideration of a total bill impact analysis of the type presented by CME is both
essential and mandatory.

CME's evidence, using a five year planning horizon to derive an estimate of the annualized total
bill increases, is analogous to OPG's use of a five year planning horizon to derive its plans that
form the basis for the application for Board approval of payment amounts for hydro-electric and
nuclear generation from prescribed assets in 2011 and 2012. The electricity price increases,
stemming from CME’s adoption of the same five year planning horizon from which OPG's
application is derived, are annualized to provide a levelized estimate, including the years 2011
and 2012, of the total bill impacts that are likely to be experienced over the same five year
planning horizon OPG uses.

CME's total bill impact evidence is relevant and admissible, and it would be inappropriate for the
Board to exclude this evidence as OPG suggests.

. Reliance upon CME's Evidence at the Hearing

At the hearing, counsel for CME plans to rely upon the CME evidence in the manner described
in the subsections below.

(@)  Cross-Examination of OPG's Witnesses

CME's evidence pertaining to customer impacts will be used as a comparator in CME's cross-
examination of OPG's witnesses. We will be seeking to determine the precise nature of the
customer impact information that was considered by OPG in its five year planning process
leading to the plans initially considered for inclusion in the 2011 and 2012 Payment Amounts
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Application. These initial plans were presented to stakeholders in late March and early April of
2010.

Using the CME evidence as a comparator, we will be seeking to determine the precise nature of
the customer impact information that OPG considered in May 2010 when revising the
application initially contemplated.

We also expect to be using the CME evidence as a comparator when cross-examining OPG
witnesses on the implied assertions in its evidence to the effect that no one engaged in the
integrated planning that is essential for achieving the government's policy objectives, including
the MOE, the OPA, IESO, OPG, Hydro One, and other large distributors, and/or the OEB, either
prepares or considers total bill impact analysis of the type CME presents.

(b) Deficiencies in OPG's Planning Processes

In argument, we expect to be relying upon the CME evidence to support a submission that
OPG's failure to prepare or consider, in its planning process, a total bill impact analysis of the
type CME presents is a material deficiency.

(c) Unreasonableness of Total 2011 and 2012 Spending and Deferral Account Balances

The CME evidence is relevant to the Board's consideration of the reasonableness of OPG's
total spending, as well as the reasonableness of particular line items of proposed spending. It
also has relevance to the deferral account balances OPG seeks to recover.

(i) Total Planned Spending is Unreasonable

We expect to be relying upon the CME evidence to support a submission that the revisions
made, in May 2010, to the 2011 and 2012 total spending plans were insufficient to bring total
spending and consequential revenue requirement and payment amount increases within the
bounds of reasonableness. We expect to rely on the CME evidence to submit that some further
“belt tightening” needs to be imposed by the Board.

(i) Specific Line Items of Spending are Unreasonable

We also expect to be relying upon the total bill increases facing consumers as one of the factors
that should prompt the Board to refrain from approving, in full, various line item amounts
reflected in the 2011 and 2012 test year revenue requirements. For example, we expect to rely
upon the total bill impact evidence to support an argument that it would be inappropriate to
approve OPG's Customer Work in Progress (“CWIP") proposal at this time. While CME
supports the refurbishment of Ontario’s nuclear facilities, it does not accept that OPG should be
made the beneficiary of an accelerated cost recovery mechanism in current circumstances.

After the oral hearing has concluded, we expect that there will be other line item amounts that
we will be suggesting should be scaled back having regard to a consideration of a number of
factors, including customer impacts and the spending discretion OPG can exercise.



e e

v A wWwN

18
19
20
21
22

23
24
25
26
27

Filed: 2010-Sep-14
EB-2010-0008
Exhibit M-5
Schedule 1

Page 4

(iii) Deferral Account Balances and Clearances

We also expett to rely on customer impacts, including the CME total bill impact analysis
evidence, as factors to be considered when determining the amounts of balances recorded in
deferral accounts that should be recoverable as riders to the payment amounts OPG asks the

Board to approve. ‘

(d)  The Board's Jurisdiction

The Board has a broad jurisdiction to determine whether all of OPG's planned spending is
reasonable and whether all or only a portion of amounts recorded in OPG deferral accounts are
recoverable as riders to the payment amounts OPG asks the Board to approve. To discharge
its statutory obligations under the QEB Act, pertaining to protecting consumers with respect to
electricity prices, the Board's consideration of customer impact evidence is essential. The
Board's jurisdiction to consider customer impact evidence is not constrained in the manner OPG

suggests in the Letter.

CME'’s evidence is relevant and admissible. The weight the Board ascribes to the evidence,
compared to the evidence OPG presents pertaining to bill impacts, is a matter for the Board to
determine at the conclusion of the proceeding and not before.

V. Summary and Conclusion

Actions being taken by OPG's owner are currently having, and will continue to have, a
significant impact on the total bills electricity consumers receive. Estimates of the total bill
impacts of these actions are relevant to a consideration of OPG’s application. The broad scope
of the Board's jurisdiction does not preclude the Board from considering CME's evidence, as

OPG contends.

If OPG regards the total annualized and levelized bill increase impacts that Mr. Sharp has
estimated for 2011 and 2012 to be inappropriately excessive, then it should submit pre-filed
reply evidence and then cross-examine Mr. Sharp on the analysis he prepared. At the moment,
the only “on the record” estimates of total bill impacts is contained in the analysis prepared by
Mr. Sharp.



2

Filed: 2010-Sep-14
EB-2010-0008
Exhibit M-5
Schedule 2

Page1

CME RESPONSE TO BOARD STAFF INTERROGATORY # 2

Question:

Has CME used an estimate of inflation over the 2011 to 2015 period in the analysis? What is
the inflation rate that is estimated over this time period?

Response:

We did not estimate an inflation escalator per se. We used escalators in estimating the
following:

Bruce Power (existing) prices (Appendix C, Table T4)

Bruce Power (existing) prices (Table T5; the related note is incorrect - it should read
“escalated at 2%")

OPG prices (Table T6)
Non-Utility Generators prices (Table T8)
Distribution (non-GEA) revenues (Table T11)
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1 CME RESPONSE TO POWER WORKERS’ UNION ( “PWU") INTERROGATORY # 1

2 Question

3 Reference: Issue 1.3: Is the overall increase in 2011 and 2012 revenue requirement
reasonable given the overall bill impact on consumers?

s Ref(a): Evidence of Bruce Sharp from Aegent Energy Advisors Inc. (“Aegent”) Page 5,
6 Paragraph 4 states:
7 “Reference Spot Market Prices
8 Based on the monthly behavior of HOEP and the GA over the last six to twelve months, we
9 estimate the current, total commodity price to be approximately $ 65/MWh, comprised of
10 HOEP at $ 38/MWh and the GA at $§ 27/MWh. For most of the new generation sources with
11 fixed-price contracts, we assume they will be paid $ 38/MWh from the spot market and then
12 be "made whole"” through payments funded through the GA. Solar and NUG projects are
13 the exception - as they produce energy during higher-priced daylight and on-peak hours.
14 We assume they will be paid $ 48/MWh from the spot market, with the remainder funded
15 through the GA.”
16  Questions
17 1. Please provide sensitivity analysis assuming that commencing in 2012 the HOEP rises
18 to:
19 a. $45/MWh, assuming a reference spot price of
20 0] $45/MWh; and
2l (i)  $55/MWh
2 b. $50/MWh, assuming a reference spot price of
23 (H $50/MWh; and
24 (i) $60/MWh

25  Response

26 On page 5 of our report, we discussed commodity price assumptions, including the interaction
27 between HOEP and the Global Adjustment; '

28 “There is a clear interaction between the spot price of electricity and the GA. -
29 When spot prices fall, the GA rises and vice versa. This occurs because the
30 government and its agencies have entered into electricity supply arrangements
3 that cover off a very large majority of Ontario electricity supply requirements.
32 The majority of these contracts Included fixed prices (some with escalators).

3 With the huge amount of contracted generation coming in to service over the
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next five years, virtually no new supply will be un-contracted and so this
interaction will become even stronger.

The dynamic is more complex than that but for the purposes of this analysis we
assume that the combination of HOEP and the GA are generally fixed. This
means that a lower spot price is offset by a correspondingly higher GA and vice
versa.” :

This assumption renders moot any HOEP-related speculation. This means that relative to the
total commodity price starting point of $ 65/MWh, the sum of the total commodity price starting
point plus the unit cost increase will be the same, regardless of the reference HOEP value used.
Put another way, the result or final price paid in 2015 will be the same. :
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CME RESPONSE TO PWU INTERROGA TORY #2

Question

Issue 1.3; Is the overall increase in 2011 and 2012 revenue requirement reasonable
' given the overall bill Impact on consumers?

Ref (a): Evidence of Bruce Sharp from Aegeht, Page 5, Parégraph 6 states:

“One major assumption of note is the amount of FIT generation that will come into
service during the forecast period. For our analysis, we assume a total of 10,500
MW of FIT generation will come online by July 2015. This is comprised of 8,000
MW of FIT applications received by the OPA as of April 2010 and 2,500 MW of
Samsung wind and solar projects.”

Question

With regard Feed-in Tariff applications, the Ontario Power Authority's states the following on
Ontario’s Feed-in Tariff (“FIT") Program Backgrounder webpage:

http://www.powerauthority.bn.ca/Page.asg?PagelD=1 22&ContentlD=7136)

“For these FIT projects, the Ontario Power Authority has estimated
that there is approximately 2,500 megawatts of available
transmission connectlon capacity. As of December 1, 2009 the
Ontario Power Authority received 1,022 FIT applications with
about 8,000 MW of potential electricity generation. This translates
into about three megawatts of potential generation for every
megawatt of connection capacity available."”

1. Given the capacity constraints which could delay progress on FIT and possibly delay the
Samsung development, please provide a sensitivity analysis assuming only 5,000 MW of
FIT and 1,000 MW of Samsung capacity are in service by 2015. Please use your
current timing but prorate the data in your current analysis on the basis of 6/10.5 (the
ratio of the [5,000 MW + 1,000 MW] assumed for this PWU interrogatory compared to
Aegent’s 10,500 MW) for each period included in Aegent's analysis.

Response

With Hydro One and others’ planned and possible additional GEA-related wires investment, the
level of FIT development could be constrained at some level above 6,000 MW.

In answering this question, we modified FIT capacity additions in years 4 and 5, assumed
Samsung’s 1,000 MW would be split 80% wind and 20% solar and that they would receive 40%
(1,000 / 2,500) of the estimated economic development adder. The end result is a modified
component cost increase of $ 2,224 million, compared to the report value of $ 3,848 million.
The modified component unit cost increase would be $ 15.56/MWh, compared to the report
value of § 26.93/MWh,
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CME RESPONSE TO PWU INTERROGATORY # 3

Question

Issue 1.3: Is the overall increase in 2011 and 2012 revenue requirement reasonable
given the overall bill Impact on consumers?

Ref (a): Evidence of Bruce Sharp from Aegent, Page 5, Paragraph 7 states:

“Using near-term IESO forecasts and similar escalation rates, we estimate that
annual Ontarlo energy consumption will grow by 6.2 TWh between 2010 and
2015.”

Ref (b): Evidence of Bruce Sharp from Aegent, Page 6, Last Paragraph states:

“The following Ontario total annual energy consumption values were used. The
2011 value Is the IESO’s most recent weather-normalized forecast. We used the
same energy quantity for 2012 - 2015 as we believe that increased conservation
and demand management efforts will offset load growth that would otherwise take

place.”
Ref (c): Evidence of Bruce Sharp from Aegent, Page 6, Paragraph 1 states:

“That leaves an incremental surplus of at least 15 TWh.”

Questions

1. From these statements, it appears that you have assumed 6.2 TWh of
conservation and demand management (“CDM"). Please confirm that this is the
case. If so, please provide evidence to support this level of CDM. If not, how do
you rationalize the above referenced statements?

2 Data in the August 2010 IESO 18-month outlook shows that demand in 2010 is
expected to increase by 1.5% and in 2011 by 0.3%, including CDM (see IESO
chart below).

) 2006 Energy
2007 Energy
2008 Energy
2009 Energy
2010 Energy (Forecast) | ~
© 2011 Energy (Forecast .

-0.5%
-1.8%
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Please provide a sensitivity analysis assuming the annual electricity usage in the
table below, which represents a 1.5% annual growth:

2011 142,90
2012 145.04
2013 147.22
2014 - -149.43
2015 151.67
3. Please recalculate the surplus of 15 TW in Ref (c) using the assumptions in the

tables provided in Question (2) above.

4, Given the IESQO's projected increase in total demand, on what basis does
Aegent support holding demand constant and assuming growth would be offset
by CDM measures?

Response

General

The report statement concerning Ontario energy consumption growth of 6.2 TWh was an error.
The error in the report should be corrected by deleting the sentence quoted in Ref (a) of this
interrogatory. As stated on page 6 of our report, our view is that total Ontario energy
consumption will be “flat” over the analysis period, at 142.9 TWh. All statements and analysis
included in the Incremental Surplus from New Generation section of the report are consistent
with this view of flat load growth.

Response Question 1

See general statement above. We are not making any quantitative forecast of COM
effectiveness.

Response Question 2

See general statement above. Using the total increase dollars of $ 7,739 million to 2015 (page 6
of report) and the 2015 total Ontario energy consumption of 151.67 TWh presented in the
interrogatory, the modified HST-exclusive total unit cost increase would be $ 51.02/MWh,
compared to the report value of $ 54.15/MWh.

Response Question 3

See general statement above. Using the 2015 total Ontario energy consumption of 151.67 TWh
presented in the interrogatory, the modified surplus would be 6.23 TWh [15 - (151.67 -
142.90)], compared to the report value of 15 TWh (page 6 of report).
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Response Question 4

The most recent IESO 18 Month Outlook identified economic recovery, demographic growth
and CDM as key factors. The IESO forecast flat demand and a very modest 2010 ~ 2011 total
Ontario energy consumption growth of 0.3 TWh. Our belief that energy consumption will remain
flat comes from a view that CDM efforts (and expenditures) will ramp up quickly and that rapidly
rising electricity costs will act as an incremental drag on economic recovery and contribute to
demand destruction. Also, all of the cost increase elements serving to drive the overall unit cost
increase will help to drive incremental CDM.
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CME RESPONSE TO PWU INTERROGATORY # §

Question

Issue 1.3: Is the overall increase in 2011 and 2012 revenue requirement reasonable
given the overall bill impact on consumers?

Ref (a): Evidence of Bruce Sharp from Aegent, T4 and T5 Nuclear capacity factor

Question

1. The CNA shows the top two performing nuclear reactors in Ontario in 2009 were:

Bruce 5 (872 MW) with 95.4% performance and Pickering 7 (540 MW) with 94.3%
performance1, and that five of the Ontario nuclear units had over 90% performance.

Please provude a sensitivity analysis assuming nuclear capacuty factor rises to 90%
commencing in 2012.

Response

In our analysis related to OPG nuclear, we used OPG energy output assumptions for 2011 and
2012 and the 2012 assumption for years 2013 - 2015 (table T6). For Bruce Power (existing)
and Bruce Power (new), we assumed a uniform capacity factor of 85% (tables T4 and T5,
respectively). The sensitivity analyses below use a modlf ed, uniform capacity factor of 90% for
Bruce Power, for all years.

A sensitivity analysis that assumes capacity factors of 85% for 2011 and 90% for 2012 and
years following will produce results that fall between those shown at T4 and T5 of the report,
and those shown below in the responses to PWU Interrogatories #6 and #7.
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CME RESPONSE TO PWU INTERROGATORY # 6

Question

Issue 1.3: Is the overall increase in 2011 and 2012 revenue requirement reasonable
given the overall bill impact on consumers?

Ref (a): Evidence of Brucé Sharp from Aegent, T4 Bruce Power (existing).

Question |

1. You have used a capacity factor of 85%. Please provide an updated T4 Bruce Power

(existing) using a 90% capacity factor.

Response

Using a capacity factor of 90% for Bruce Power (existing) for all years, the end result is a
modified component increase of $ 78 million, compared to a report value of $ 74 million. The
new modified component unit cost increase is $ 0.55/MWh, compared to the report value of
$ 0.52/MWh. For more details, see revised table T4.
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CME RESPONSE TO PWU INTERROGATORY# 7

Question

Issue 1.3: | Is the overall increase in 2011 and 2012 revenue requirement reasonable
given the overall bill impact on consumers?

Ref (a): Evidence of Bruce Sharp from Aegent, T5 Bruce Power (new).

Question ‘

1. You have used a capacity factor of 85%. Please provide an updated T5 Bruce Power

(new) using a 90% capacity factor.

Response

Using a capacity factor of 90% for Bruce Power (new) for all years, the end result is a
modified component increase of $ 488 million, compared to a report value of $ 461
million. The new modified component unit costs increase is $ 3.41/MWh, compared to
the report value of $ 3.22/MWh. For more details, see revised table T5.
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CME RESPONSE TO PWU INTERROGATORY # 8

Question

Issue 1.3: Is the overall increase in 2011 and 2012 revenue requirement reasonable
given the overall bill impact on consumers?

Ref (a): Ontario Energy Board Report, April 15, 2010, Regulated Price Plan Price Report
May 1, 2010 to April 30, 2011, Prepared by Navigant (“Navigant Study”).

Question

1. The Navigant Study shows a total price of HOEP and Global Adjustment greater than

$65/MWh. Please provide a sensitivity analysis with the total price at:
a. $70/MWh; and,
b. $75/MWh.

Response
We disagree with the statement that the Navigant study shows a total price of HOEP and Global

‘Adjustment greater than $ 65/MWh.

In the Ontario electricity market, HOEP refers to an hourly price or the arithmetic average of a
range of hourly prices. In the Navigant study (pages iii, 5 and 16), they forecast HOEP of $
36.66/MWh and a Global Adjustment of $ 27.72/MWh. This total of $ 64.38/MWh is slightly
below our assumption of $ 65/MWh. Because of the HOEP-GA interaction discussed on page 5
of our report and in the response to PWU Interrogatory #1, changing the HOEP + GA
assumption would not affect the final price paid in 2015.



	CovLtr
	Affidavit Bruce Sharp
	Tab A
	Exhibit A

	Tab B
	Exhibit B


