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   NO UNDERTAKINGS WERE FILED IN THIS PROCEEDING.


Monday, March 25, 2013

--- On commencing at 1:02 p.m.


MS. HARE:  Good afternoon.  The Board is sitting today in the matter of application EB-20012-0002, submitted by Ontario Power Generation Inc.


My name is Marika Hare, and I'll be the Presiding Member.  With me on the panel are Paula Conboy and Ellen Fry.


This application was filed under section 78(1) of the Ontario Energy Board Act for an order or orders related to deferral and variance accounts, including disposition of balances as of December 31st, 2012, and the adoption of US GAAP for regulatory accounting purposes.


The application was filed on September 24, 2012, and the Board issued a notice of application on October 10, 2012.  In its decision and Procedural Order No. 1, issued on November 6, 2012, the Board approved requests for intervenor status from AMPCO, CME, CCC, Energy Probe, PWU, SEC, and VECC.


The Board also approved the continuation of the pension and OPEC cost variance accounts, and the continuation of the current payment rider for the prescribed nuclear facilities, and declared the rates - rider interim as of January 1, 2013.


Procedural Order No. 1 established a schedule for the proceeding and initiated a process on an Issues List, which was finalized in Procedural Order No. 2, issued on November 22, 2012.


Following a written interrogatory process, the parties participated in a technical conference on January 23, 2013.


On February 8, OPG filed an update to the evidence to reflect audited 2012 year-end balances.


The parties participated in a facilitated settlement conference starting on February 11, 2013, with further discussions in the period February 12 to February 21, 2013. OPG filed a settlement proposal on March 14, 2013.


Today OPG will present the settlement proposal for the Board's review.  May I have appearances, please?

Appearances:


MR. KEIZER:  Charles Keizer, counsel on behalf of OPG.  And with me at the desk here today is Carlton Mathias, Assistant General Counsel for OPG.  Next to me is John Mauti, vice-president business planning and reporting.  And on my right is Colin Anderson, director of regulatory affairs, and next to Mr. Anderson is Mr. Andrew Barrett, vice-president regulatory affairs.


MS. HARE:  Thank you, Mr. Keizer.


MR. SHEPHERD:  Jay Shepherd from the School Energy Coalition and, Madam Chair, I have been asked to enter an appearance for Peter Thompson on behalf of CME and Michael Buonaguro on behalf of VECC.


I believe both of them are listening on the web, but they chose not to be here.


MS. GIRVAN:  Julie Girvan for the Consumers Council of Canada.


MS. GRICE:  Shelley Grice, consultant for AMPCO.


MR. MacINTOSH:  David MacIntosh, consultant to Energy Probe Research foundation.


MR. STEPHENSON:  Good afternoon.  It's Richard Stephenson, counsel for the PWU.


MR. MILLAR:  Good afternoon, Madam Chair and members of the panel.  Michael Millar, counsel to Board Staff.  I am joined today by Violet Binette and Ben Baksh.


MS. HARE:  Thank you.  Are there any preliminary matters?


MR. KEIZER:  I don't believe there are.  There is one document that I'm going to make reference to that I will ask to make an exhibit at the time I introduce it.  But I don't believe there's anything from OPG.


MS. HARE:  Thank you.  Then, Mr. Keizer, can you start presenting the settlement agreement, please?

ONTARIO POWER GENERATION INC.

Presentation of Settlement Agreement by Mr. Keizer:


MR. KEIZER:  With pleasure.  As you noted, Madam Chair, that on September 24, 2012, OPG made an application to the Board for orders approving the disposition of certain deferral and variance accounts as at December 31, 2012, and the adoption of US GAAP for regulatory accounting purposes, and this settlement is in respect of that application.


As you have noted, the parties have worked diligently.  They've met on a number of occasions face to face.  There have been various telephone calls as well, and also extensive written commentary between the parties.


And after much vetting and consideration, I'm pleased to present an agreement on all issues with the support of all intervenors.


All the issues are contained in the proposal and settled by the parties as a package, and none of the provisions in the agreement are severable.


Attached to the agreement is a series of attachments which, within those attachments, are various tables.  Certain of those tables I will be referring to in the presentation, but -- and I will direct you to others, but I obviously won't refer to them in any kind of detailed way.


But I will be referring to a document that is referred to as deferral and variance account application, settlement agreement roadmap.  This document is a PowerPoint presentation.  It was provided to the Board and to the intervenors in advance of today.  It is dated March 25, 2013, and I will use it as an aid in my presentation to you today.


And so I would ask that that document be marked as an exhibit.


MS. HARE:  Okay.  Thank you.


MR. MILLAR:  K1.1.

EXHIBIT NO. K1.1: DOCUMENT ENTITLED "DEFERRAL AND VARIANCE ACCOUNT APPLICATION, SETTLEMENT AGREEMENT ROADMAP"


MR. KEIZER:  So we also, with respect to that presentation today have today OPG staff, which will facilitate the display of those applicable slides and the appropriate tables on the hearing room screens as needed, so you can refer to the screens instead of the hard copy.


As a bit of an overview, I guess, let me first provide an overview of the settlement and then move into more specific discrete topics within the context of the settlement.


I think it's important to keep in mind with respect to that overview, I think, three aspects, one of which is the account balance that is being sought to be approved for recovery, the amortization period over which that balance would be recovered, and also, the volumetric rate or rider that would apply with respect to that recovery.


And in that regard, maybe the best place to start is if we could turn to slide number 3 of the PowerPoint.


You'll see in slide number 3 that there is a series of points that relate to various tables.  And probably the best way to facilitate an overview is, I can take you through a couple of those tables and give you a sense of how the deferral and variance accounts, one, have worked, and also -- worked their way through rather to a rider, but also some elements of the settlement within that context.


And if I could ask that -- let's start with table 16.


So table 16, as it's currently on your screen, is really for the hydroelectric variance account, the deferral and variance accounts.  And it is the application that OPG made in respect of those deferral and variance accounts.


I think the columns within the table of note are columns B, which is the balance for recovery, the recovery periods, which you'll note are 24 -- or in some cases, in the pension OPEB 48 months, and then if you go through to line 12 and 13, the applicable volumetric amount and the rider arising from the amount that is to be recovered is worked through.


I think, with respect to the original application, one thing of note is, and you'll see it also in later tables, is that the hydroelectric incentive mechanism variance, as well as the hydroelectric surplus baseload generation variance, and the capacity refurbishment variance for hydroelectric, all were deferred by OPG and were not sought for recovery in this proceeding.  And that's the reason for the non-applicable.  And you'll see in later tables the reason for zero to appear in those columns.


Likewise, if you -- in table 17, that also is the basis of OPG's original application, reflecting the audited financial balances as of December 31, 2012, and likewise, it is corresponding in the same relevant columns, which is the balance for recovery in the recovery period, as well as a working through, column F, which is the total amount being sought to be recovered over the two-year period, which reflects the rate rider.


There is a balance that would be unrecovered, and that is because some amounts got deferred until later years.


MS. HARE:  But for the three that you chose not to seek recovery, for the record, can you explain why you chose not to seek recovery?


MR. KEIZER:  Just one moment.  I have to refresh my memory.


[OPG Counsel confer]


The decision relating to the deferral was that, as indicated in evidence, those accounts were deferred to be dealt with within the context of a hydroelectric rate application that OPG intended to make this year.  And so the issues related to those deferral and variance accounts would be better dealt with within the context of that application.  And that was the decision for deferring.


MS. HARE:  Thank you.


MR. KEIZER:  So in essence, that -- table 16 and 17 provide the overall application.  But I think the real material tables for your consideration are table 16A and 17A.  So looking at, first, at table 16A, in this table -- and these tables also form the context in which parties carried out their discussions looking at the various accounts and how to treat the various accounts and so, as a result, became a framework through which we were ultimately able to display the settlement in a numerical fashion.


I think that if I could direct your attention to certain relevant columns of this table.  The first, in terms of the hydroelectric accounts, is column B.  You'll notice that no numbers appear, one, because there were no negotiated reductions.


The other column that's relevant is column D.  There it takes into account certain deferrals, advancements, and adjustments.  The numbers that are there as deferrals, particularly the three accounts I just referenced, show up because they were indeed deferred, and therefore don't form part of the end balances that are subject to this application, and then there's a number there for pension and OPEB, and I'll deal with pension and OPEB separate as a separate issue.


MS. HARE:  Thank you.


MR. KEIZER:  But the combination of columns B and D do result in the settlement balance for recovery.  And column F deals with the amortization period for recovery.


There are -- there is a particular note, again, for pension/OPEB, in -- which I'll deal with separately, but the remainder of those accounts are amortized over 24 months.


The end result is that in column I is the total amount sought to be recovered.


And the parties had agreed to a 60/40 split of that number, meaning that they would recover 60 percent of it in the first year and 40 percent in the second year, reflected in 2013 and 14, and that you'll that see in the column -- the row just below row 11.  The ultimate result is that you get to the rate riders, which are effectively shown up in row 13.


In table 17A, again, the same approach was taken.  There were, as you'll note, though, in column B of 17A, some negotiated reductions.  These reflected decreases arising from interest rate recovery.


As well, in column D, there are various deferrals, advancements, and adjustments that were made that arose from the negotiated settlement.  These all relate to specific accounts that I will describe later on in more detail, but effectively, they are negotiated results as a result of those, and arising from the settlement.


The combination of that leads to the settlement balance for recovery, which is column E, which is the 947.3 million.


The periods for recovery are set out as well in column F.  They are particular notes for three of the accounts.  Again, it's because of an aspect that's particular to those accounts that I will also detail when I look at those particular accounts.


And finally, if you look at column I, it shows the amount that will be recovered over the 2013/2014 period, which is 531 -- sorry, 532.5 million, and based upon a 60/40 split resulting in the rate riders that are shown in row 13 of that table.


So I think the key point to take from these tables is that in OPG's application it proposed to recover 103.3 million and 849.4 million in respect of the regulated hydroelectric and nuclear accounts respectively for 2013 and '14, for a total of 952.8.


Now, as a result of the settlement agreement, OPG will recover approximately 632.9 million for both nuclear and hydroelectric over the period of January 1, 2013 to December 31st, 2014.


So whereas OPG's initial request would have resulted in an estimated 8 percent total increase in the regulated hydroelectric and nuclear payments amounts, including the riders in effect up to December 31, 2012, the proposed settlement, if approved, will result in an estimated 3.6 percent, so obviously, a reduction in the total impact to the rate riders as a result of the settlement agreement.


As well, as noted previously for purposes of recovery, the parties agreed to a 60/40 weighting of the 632.9 over the two-year period, and that translates into a weighted annual total increase in the regulated hydroelectric and nuclear payment amounts of approximately 5.4 percent for 2013 and 1.8 percent for 2014.


That calculation amortization amounts of the 60/40, they're presented in table 17B.  I'm not going to take you there in detail.  I'm pointing that, I guess, out for your information.


But effectively what it does is takes the total, and rather than splitting it 50/50 over the two years allocates it on a 60/40 basis.  And then from there the riders are created.


MS. FRY:  Was there any particular reason for the 60/40 allocation, or was this just the give-and-take of negotiated settlement?


MR. KEIZER:  It was the essence of give-and-take in the negotiated settlement, and it was worked through with respect to cash flows and what would be best for purposes of cash flow.  But in essence, it was part of the give-and-take.


MS. FRY:  So it was what was best for OPG's cash flow?  Is that what you're saying, or...


MR. KEIZER:  That was the essence of it, yes.


MS. FRY:  Okay.


MR. KEIZER:  The other aspect that was considered and is part of the application is interim riders, and I think it's important to touch on that.


OPG had requested separate regulated hydroelectric and nuclear payment riders effective January 1, 2013.  OPG's also seeking to recover the difference between the amounts recovered during the period January 1, 2013 until the actual implementation date arising from this proceeding.


The parties have agreed to an effective date of January 1, 2013 and an implementation date of March 1, 2013.  They've agreed to interim-period shortfall riders, and the period over which the interim-period shortfall riders for regulated hydroelectric and nuclear will be collected will be from the implementation date to December 31, 2013, rather than December 31, 2014 as originally requested.


The resulting interim-period shortfall riders, assuming the implementation date of March 1, or April 1, depending upon the Board's dealing with this settlement matter, are calculated as shown in attachment 1 of -- and in table 23A.  That's where the interim riders are prepared.


You'll note that I made reference to March 1 or April 1.  The parties have agreed that the implementation date could be March 1, with an effective date of January 1, 2013.  We are past March 1.  But if the Board rules on the settlement and a rate order can be approved before April 20, it will be possible to still provide information to the ISO and enable the necessary changes to be put in place, and permit a March 1 implementation date for rates, in terms of effectiveness.

MS. HARE:  And I assume you confirmed that April 20 date with the IESO?

MR. KEIZER:  That is my understanding, yes.

MS. HARE:  Thank you.

MR. KEIZER:  With respect to the last aspect that I think that's important from an overview perspective is that OPG's initial proposal would have resulted in an estimated 1.4 percent increase on a typical residential monthly bill of $116.30.

The proposed settlement agreement reduces this estimated impact by approximately 57 percent, to an approximate 0.6 percent average increase in a typical residential monthly bill over 2013 and 14.

So -- and that calculation for the impact on the customer bill is set out in tables 21 and 22, I believe, of attachment 4, I believe -- attachment 1, sorry – no, actually it is attachment 4.

So that is the overview of where the settlement has gone.  If I may, I'd like to talk about specific issues and perhaps I could go to slide number 4 of the roadmap, or Exhibit K1.1.

So there are five key aspects, I think, or elements of the settlement agreement that we should touch on as part of the presentation, and I'd like to take you through those aspects, the first being relating to the pension and OPEB deferral and variance account.

The pension/OPEB account dealt with a difference between pension and OPEB costs in the EB-2010-0008 decision and payment order, and the OPG's actual pension and OPEB costs in the test period.

Now, the parties have worked through various issues and have agreed, with respect to the pension and OPEB account, that the account should be ongoing and will continue without a prescribed end date.

Also, there was -- a result of the settlement is that the account would have two specific components; there's a historic component and a future component.

With respect to the historic component, which is really 2/12ths of the year-end 2012 balance -- and I'll get to the reason for the 2/12ths.

The 2/12ths, so that historic component, would be recovered over two years and that would include an interest component.

The future component is 10/12ths of the year-end 2012 balance.  And that will be recovered based on the current estimated average remaining service lives for OPG, which is currently twelve years.

So, effectively, the 2012 balance has been broken into 12 parts, the 2/12ths to be recovered over the 2013 and 14, with interest, and the remaining amount, the 10/12ths, over EARSL, which is to be recovered over twelve years.

With respect to the future component, no interest will be charged on the future component, nor on new entries to the account post December 31, 2012, during the 2013/2014 period.  However, as noted in the settlement agreement, OPG will include, in the first payment amounts proceeding for the period after 2014, consideration of whether interest should be recorded on this account starting in 2015, and that OPG will provisionally start recording interest within 2015, without prejudice to intervenors or parties raising as to whether or not interest should be recorded.

MS. HARE:  So, just for clarity, whether interest is recorded in the future would be a live issue in the next payments case?

MR. KEIZER:  Yes.  That's right.

MS. HARE:  But continuation of the account into the future will not be a live issue, because all parties agreed that it would continue indefinitely?

MR. KEIZER:  That's correct.

MS. HARE:  Okay.  And just one other question on that.

If the twelve years turns out not to be twelve years in the average remaining life of employees is somewhat different, does that change anything?

MR. KEIZER:  Not according to the settlement agreement.

MS. FRY:  Just to be crystal clear, so the twelve years for the EARSL starts at what date?

MR. KEIZER:  So 2/12ths of the 2012 balance is recovered over the two years, including interest.  The 10/12ths of the year-end 2012 balance recovered based on the current EARSL which is twelve years.

MS. FRY:  Yeah, I'm asking actually about the EARSL itself.  The estimate of twelve years, when does that start?

MR. KEIZER:   It starts with January 1 of this year.

MS. FRY:  January 1, 2013, okay.

MS. HARE:  And then for the existing -- the historic, rather, the 10/12ths, you've taken interest off the table for that one.  You've got interest for the two years, but then the 10/12ths, that's open for another proceeding to determine?

MR. KEIZER:  Decide whether interest should apply.

MS. HARE:  Okay.

MS. FRY:   Excuse me, so the 10/12ths is recovered over ten years or twelve years?

MR. KEIZER:  Twelve years.

MS. FRY:  Okay.  So I guess I'm not quite understanding the matching here.

So you're saying the EARSL period itself starts January 1, 2013, so it's twelve years' service life, starting from there.

Okay, fine.  I think I'm good – yes, thanks.

MS. HARE:  Thank you.

MR. KEIZER:  With respect to the amortization term and methodology for recover or refund of amounts posted to the account after December 31, 2012, so these are new amounts, that methodology or the amortization term applicable to those amounts would be addressed in OPG's next payment application.

And so, at that point, parties are free to say how they feel that those amounts should be amortized and recovered.

With respect to the next -- moving to the next slide, slide 6, which is the Bruce lease settlement, this account was established by the OEB to capture differences between the forecast revenues and costs related to the Bruce lease agreement that are factored into the approved nuclear revenue requirement and OPG's actual revenues and costs in respect to the Bruce facilities.

Now, Bruce Power has a variable amount of supplemental rent which it pays to OPG.  And a provision of the Bruce lease requires a partial rebate by OPG to Bruce of the supplemental rent payments for the Bruce units in a calendar year where the annual arithmetic average of the HOEP falls below $30 per MWh, and certain other conditions are also met.

This potential reduction in revenue in the future arising out of the terms of Bruce lease must be accounted for as a derivative at fair value under GAAP.  And the derivative value represents a liability by considering, on a present-value basis, the probability of OPG having to rebate future amounts of supplemental rent, and treating the present value as a reduction to revenue recognized in the current period in accordance with GAAP.

So, effectively, there is a derivative portion that appears within the context of the Bruce lease account.

So the parties, as part of settlement, chose to make a separation within the account of sub-accounts, one being applicable to a non-derivative portion of the Bruce lease revenues and costs, and the other being related to the derivative portion, and to treat each separately with respect to recovery.

So for the non-derivative sub-account balance, it would be recovered on an straight-line basis over four years, or 48 months.

The intention with respect to the derivative sub-account is really to establish some form of matching between amounts.  So, in other words, the amount recovered from ratepayers in any year will be equal to the amount expected to be paid as a rate -- as a rent rebate for that year.  So in effect to match the amount -- really, to match the amount that you are going to have to pay out relative to the amount that you're going to have to recover.

So to account for the fact that the amounts recovered to date exceed the rent rebates incurred, there was also an adjustment made with respect to the amount that would be cleared in 2013.  But effectively, once the adjustment is made, what the parties intend is that the impacts of the rebate and the rate recovery will actually be concurrent.  So there will be a matching between the two.

With respect to interest, interest was removed from both the derivative for purposes of settlement and the non-derivative sub-account balances as at December 31, 2012, and the parties agreed that OPG will not record interest charges on the balances of these sub-accounts during 2013 or 2014.  But effectively, the implication is that we now have a matching mechanism built within the Bruce lease account.

Turning to slide number 7, which deals with the nuclear liabilities settlement -- sorry, nuclear liabilities deferral account.  This account was established by virtue of Regulation 53/05, and it records the revenue-requirement impact of changes in OPG's nuclear decommissioning liabilities, nuclear waste, so effectively nuclear liabilities.

So the revenue-requirement impact for the changes in those between liability arising from an approved reference plan pursuant to the Ontario Nuclear Funds Agreement, or ONFA, which is incorporated into the most recent rate order, and liabilities arising from the current approved ONFA plan.  So the differences arising from the ONFA plans and those that are in rates.

For purposes of settlement, the interest was removed from the account balances as at December 31, 2012, and the account will not attract interest going forward.

The account balance as at December 31, 2012 were recovered on a straight-line basis over two years.

As part of the settlement agreement, there has been an advancement made, and you'll remember the column that I showed you in table 17A, where there were various advancements that were set out, one of which relates to this account.

The OPG agreed to advance a credit to ratepayers for a 2013 revenue-requirement decrease, which will result from the accounting changes for nuclear station service lives.  So effectively, there was a recognition of high confidence of the extended lives for accounting purposes relating to Pickering B and Pickering A units and for accounting purposes for Bruce A and Bruce B, both of which were recognized as of December 31, 2012.  And that advancement was taken into account and applied with respect to the 2013 revenue requirement decrease.

MS. CONBOY:  Mr. Keizer, that's the 81.4 you're talking about?

MR. KEIZER:  Yes, 81.4.

MS. HARE:  Those new extended service lives for the nuclear stations would have to be approved by the Board; is that correct?  In the next payments case?  Or is that purely an accounting?

MR. KEIZER:  That's purely an accounting change.  I don't believe it requires the approval, although as we'll indicate, future accounting changes do require us to make an accounting order application under certain circumstances.

MS. HARE:  Thank you.

MR. KEIZER:  Also as part of the settlement, the amount of revenue-requirement impact after tax of reduced depreciation costs which are not captured by the nuclear liability account resulting from changes of Pickering service lives have been used to offset account balances to be recovered in 2013 and 2014.

So this is accomplished by establishing a new account effective January 1, 2013, into which OPG will book an entry of 47 million per year to ratepayers' credit until nuclear base rates are reset as part of a cost of service proceeding, so effectively recognizing that and providing that benefit to ratepayers early, as opposed to as part of the later cost of service proceeding.

If, other than -- and then, with respect to a generic change, if there is an accounting change impacting the calculation of nuclear liabilities, and it is a change that's arising other than by way of an ONFA update, then the parties have agreed that if OPG proposes to effect an accounting-change impact in the calculation of the nuclear liabilities, and resulting in a revenue-requirement impact for prescribed facilities greater than 10 million, so a threshold, then OPG will seek an accounting order from the  OEB and then be able to deal with -- and recognizing that that can work both ways, both in the benefit of ratepayers, as well as the benefit of OPG, depending upon how the accounting change is dealt with, but effectively would be tracked in advance of a cost of service, assuming it surpassed the threshold of 10 million.

Leaving the nuclear-liability-settlement aspect, I just wanted to move to slide 8, which deals with the US GAAP for accounting purposes.  So the parties have agreed that OPG adopt US GAAP for regulatory accounting, reporting, and rate-making purposes effective January 1, 2012, and the parties have also agreed that the account, which is the US GAAP deferral and variance account, be cleared as proposed by OPG and that no further amounts will be recorded in the impact for US GAAP deferral account after December 31, 2012, with the exception of interest and any amortization.

And I think the last element of note within in the context of the settlement agreement is on slide 9.  You'll note -- this is an element, I guess, of where one of the nuclear accounts has been deferred for future consideration.

The parties have agreed that the balance for the nuclear development account, that it would be deferred until OPG's next cost of service application, where the amounts with respect to that account will be dealt with in the applicable nuclear prescribed facilities when they would be assessed, and that would allow for full consideration of the amount that's in that account, plus any consideration or prudence with respect to the amounts that would have accumulated, one, with respect to that deferred, but also anything that had subsequently accumulated.

Those are the, I guess, an overview of the consequences of the settlement agreement with respect to the rate riders, as well as the particular aspects of the, I think, key accounts that drive the settlement agreement.  But subject to your questions, that is the presentation on the settlement agreement.

MS. CONBOY:  I just would like to go back to the two tables that you referred to mostly, the 16A and 17A, to make sure that I understand the correlation, where you've got deferral advancements and adjustments.

So you took us to the 81 million, for example, and that's an advancement, but the last column would suggest to me it's a deferment, is it?  I see the fact you've got a balance remaining of 81.4, and again, the 30.2.

MR. KEIZER:  Just one moment.

MS. CONBOY:  Sure.

[OPG Counsel confer]

MS. CONBOY:  You may be reading more into my question than what it is, I guess.

MR. KEIZER:  I just want to make sure -- it's a complicated arrangement, with lots of pieces moving around, and I just wanted to be sure I gave you a full answer.

MS. CONBOY:  Are we going to be here in a year’s time, in two years’ time, looking at the disposition of a debit balance of $81.4 million?

I'm just using that as an example, because that's what it looks like to me here.

MR. KEIZER:  In other words, are we coming back later to recover the 81.4?

MS. CONBOY:  Yeah.

MR. KEIZER:  That's your question?

MS. CONBOY:  Yeah.  So we're advancing the 81.4 to the benefit of ratepayers now.  But are we going to be back in a year or two saying, well, we've advanced them the 81.4, but now we need to recover the 81.4?

MR. KEIZER:  Just...

[Counsel confer]

I think it's offsetting, as far as I understand.  So it is an offsetting amount.  It's in a credit now, which then has to accrue by virtue of the way in which the account is recorded, and so ultimately gets offsetting.

MS. CONBOY:  That's the full four you were talking about?

MR. KEIZER:  That's the full four, yes.

MS. CONBOY:  Okay.

MR. KEIZER:  And the 30.2, that's just the last aspect I was talking about, where the entire account was deferred until the future.

MS. CONBOY:  Okay.  Sorry, I should have looked a little earlier.  And then the 1.3?

MR. KEIZER:  I believe that is --


MS. CONBOY:  Same?

MR. KEIZER:  That's arising as a result of...

MS. CONBOY:  Well, it looks like a balancing -- or an offset -- a balancing as well.

MR. KEIZER:  I think it's just a balancing issue.

MS. CONBOY:  Okay.  So it's just a temporal issue; it's not a coming back and saying now we've got an 81 – okay.

MR. KEIZER:  Right.  That's exactly what it is.

MS. HARE:  Mr. Keizer, can you share any of OPG's  plans, in terms of when you think that next cost of service rate payments case might be filed?

MR. KEIZER:  My understanding is that it is the intention of OPG to file a hydroelectric cost of service application this year, that consideration is being given with respect to filing a nuclear payment amounts cost of service application, but that is not yet final as to whether that will occur, although consideration is being given to it.

MS. HARE:  Thank you.  Do any of the other parties to the settlement agreement wish to say anything about the settlement agreement?

MR. SHEPHERD:  Madam Chair, I wasn't going to say anything, but I am going to make one comment because you asked a question about extension of useful lives.

And where an extension of useful lives or another accounting change like that happens during a period when there's no current payment amounts application -- so it's not a cost of service year, in other words -- we have agreed that if it changes the nuclear liabilities, then OPG will come in and make an application to have the impact of that dealt with by the Board.  And I think Mr. Keizer has explained that.

It remains, I believe, an open issue as to whether utilities generally can make accounting changes when they're not in a cost of service year that affect their rate base.

I don't think that's been agreed in this agreement.  It's not an issue that arises in this agreement, so we didn't have to deal with it.

The only place where it did arise was with Pickering useful lives; we made an adjustment.

So I just wanted to clarify that so that you didn't get the wrong impression as to what was agreed to.

Is that fair?

MR. KEIZER:  Yes, and OPG agrees with that, I guess subject to as noted in the settlement agreement that there is a materiality threshold with respect to future accounting changes.

MS. HARE:  Yes, thank you.

MR. KEIZER:  Thank you.

MS. HARE:  Okay.  Anything from the other parties that participated?  No?  Thank you.

The panel will now take a break for thirty minutes and we hope to return with a decision.

--- Recess taken at 1:49 p.m.

--- On resuming at 2:23 p.m.
DECISION:


MS. HARE:  Please be seated.  The Board has considered the settlement proposal and approves the settlement of the issues as filed on March 14th, 2013.  The Board would like to commend the parties for achieving settlement on these complex matters.

The new payment amount rider that results from the settlement are effective January 1st, 2013.  OPG has confirmed that the IESO can accommodate an implementation date of March 1st, 2013 if a final payment order is issued by April 20th, 2013.

We'd like to propose the following dates for filing of the draft payment amounts order and the following process, and will seek your comments as to whether or not these dates are doable.

We suggest a draft payments amount order to be filed by OPG by April 1st, 2013.  OPG is directed to provide a full account description of each deferral and variance account that has been affected or varied by the settlement proposal.  Board Staff and intervenors would then have until April 8th to file any submissions on OPG's draft payment order.  And OPG shall file any reply submission to any comments by Board Staff or intervenors by April 12th.

Are any of these dates problematic?

MR. KEIZER:  No, those dates are fine with OPG.

MS. HARE:  And from the other parties?  Fine?  Thank you.

Cost awards.  All intervenors except the PWU were deemed eligible for cost awards in this proceeding.  Intervenors eligible for cost awards shall file with the Board and forward to OPG their respective cost claims by April 22nd, 2013.

In March 2012, Energy Probe, SEC, CCC, CME, and AMPCO filed comments on OPG's proposal to defer the review of the Niagara Tunnel project.  The intervenor costs for that comment process may also be filed on April 22nd, 2013.  These costs should be separately identified in the costs claim.

OPG shall file with the Board and forward to the relevant intervenors any objections to the costs claimed by May 2nd, 2013.  Intervenors whose costs have been objected to may file with the Board and forward to OPG any response to the objection by May 9th, 2013.

Are there any outstanding matters?

MR. KEIZER:  None from OPG.

MS. HARE:  Thank you.  We now conclude the proceeding.

MR. KEIZER:  Thank you.

--- Whereupon the hearing concluded at 2:28 p.m.
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