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unforeseen work or to backfill for vacant regular staff positions until they are filled (See

Appendix 2K, Ex. F4-3-1).

3.1.3 OM&A Costs by Resource
In Ex. F1-2-1 Tables 2 and 3, OM&A costs are presented by resource type. Direct plant

group labour accounts for approximately 66% of total base OM&A costs in the test period.
Labour costs include both regular and non-regular OPG employees, and their related
overtime. The remainder of total base OM&A is composed of allocated HTO support group
costs (13%), purchased services (10%), materials (6%), and other costs (5%).

3.1.4 Extraordinary lterhs

Niagara Bridge Divestitures
Included with the Niagara Plant Group’s administrative costs is a program to divest certain

bridges in the Niagara Region owned by OPG. In 2009, OPG reached an agreement with
the City of Thorold to transfer to the city the Laura Secord Bridge, and reached a similar
agreement in 2011 for the Niagara Falls Road Bridge. These agreements successfully
relieved OPG of all future liabilities associated with these bridges. Negotiations are ongoing
with the Niagara Region to divest two more bridges, planned for 2013 - 2014.

Lake Gibson Provision

In addition to bridge divestitures, the Niagara Plant Group’s actual administrative costs in
2011 include an extraordinary credit of $19M related to the reversal of a provision for the
environmental cleanup of Lake Gibson (DeCew Falls GS). A long-term liability provision was
established by OPG, prior to April, 2005, for the clean-up of contaminated sediments in Lake
Gibson. Since that time work has been done by OPG in consuitation with the Ministry of
Environment (MOE) to assess the risk associated with the contamination and related
cleanup. This work culminated in two assessment reports completed and approved by the
MOE in December 2009 and February 2012. The reports explain that the contaminated
sediments are not considered threats to drinking water drawn from Lake Gibson. Therefore,
no remediation of the Lake Gibson sediment contamination is anticipated. Correspondingly,
the liability provision was reversed resulting in an extraordinary credit of $19M in 2011.
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BUSINESS PLANNING AND BENCHMARKING -
REGULATED HYDROELECTRIC

1.0 PURPOSE
This evidence presents the regulated hydroelectric business plan and benchmarking and

provides a summary of the regulated hydroelectric operating costs.

20 OVERVIEW

A summary of the operating costs for 2010 - 2015 is presented in Ex. F1-1-1 Table 1 for the
Niagara Plant Group and R.H. Saunders GS, and in Ex. F1-1-1 Table 2 for the newly
regulated hydroelectric facilities.

Actual and planned regulated hydroelectric OM&A (Base and Project) expenditures increase
by an average of 2.6 per cent fyear over the 2010 to 2015 period. A large number of OPG’s
regulated hydroelectric facilities continue to benchmark well (i.e., top two quartiles) for safety,
environmental performance, costs, reliability and availability.

Excluding extraordinary items described in Ex. F1-2-1, section 3 and the Business
Transformation re-organization described in Ex. A4-1-1 and A1-4-2, section 4.1, increases in
total OM&A are mostly due to labour cost escalation and additional maintenance and project
work. The project work includes the start of several major unit overhauls and other structural
rehabilitation projects (see Ex.F1-3-1).

The regulated hydroelectric forecasts for the test period are from OPG’'s 2013 - 2015
Business Plan. The business plan is discussed in section 3.0. Section 4.0 presents the
regulated hydroelectric performance targets and section 5.0 presents the regulated
hydroelectric benchmarking results.
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218.3 million.

Part (b) asked about a rationale for the test period
OM&A versus historical. In that response in part (b),
which is at the bottom of the page, OPG had provided an
explanation for the shift in the OM&A 2012 to 2013, at
least the base OM&A, and it spoke about increases to labour
rates, unfilled vacancies and other organizational changes.

So if I could ask the OPG staff to go to interrogatory
response under Issue 1, Staff 2, table 16, which I believe
is page 36 of the PDF. That is Issue 1, Staff No. 2, table
16; I believe it is page 36 of the PDF.

So while they're pulling it up, I just -- and you will
see it in a moment. The actual 2013 OM&A for the newly
regulated was 196.6 million. And in fact, it is almost
identical to the 2012 OM&A.

Can you explain that difference with respect to the
previous interrogatory, where there were reasons given for
the increase but these didn't materialize? Can you explain
that?

MR. MAZZA: As we mentioned in the response to 69, a
portion of the underage in 2013 was related to unfilled
vacancies. There was a plan to fill certain vacancies that
didn't materialize, so that is part of it. That is really
one of the major items.

And the other one was the business transformation
initiative, where there has been a reallocation of some of
the staff to the corporate groups; we referred to some of

that in the corporate evidence.

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8720
)
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average of 99 per cent of the' energy production from these facilities has been ranked has
ranked the top two quartiles.

Chart 5a
EUCG Unit Energy Cost Benchmarking Results - Niagara and Saunders

Benchmarking

OMG&A unit energy cost
in CAD/ MWh
5 s — -
®2011 m2010 mW2009
4
3

# OPG Plants per Quartile

0 - ":

Quartiles Q1 Q2 Q3 Q4
in$/MWh  (1.05-8.4) (8.4-17.0) (17.0-37.5) (> 37.5)

EUCG 2011 data, OPG 5 previously regulated plants outof 301 plants

Notes:

99 per cent of Energy Production is in Q1/Q2 (3 year avg.)DeCew Falls | is not included in EUCG Cost
Benchmarking Program because EUCG requires concurrent cost and reliability data.

DeCew | will be included starting with 2011 data submission.

Chart 5b shows the EUCG quartile ranking for OM&A unit energy costs of the newly
regulated facilities. The newly regulated stations have also been generally better than the
EUCG average benchmarks. Over the three year period, an average of 87 per cent of the
energy production has ranked in the top two quartiles.



“pantssal s)ybu |1y “AIus ssms e ', [euonewsaiu] DNdN.) arneedoo)
G [BUOEWIDIU] DN UM PSIBIIILE SWIY JaqUIaUI JUSPURASPUI JO IOMIBU DN dU) JO Ly Jequaw e pue diysisuped Ajjiqe)| pajwi] uelpeue) e 'd7] DN Z10Z ®

".9dO le saniunpoddo

[euoneziuebiQ pue |einjonug Jo Juswsssssy, ‘Hodas Auejuswalddns e ul pajiejap aie yoeoidde siyj woly sindjno sy "uoiouny ssauisng Yyoes 10} sjppowl
Bunesado ajenjeas pue aiedwod 0} sSMajAISIU| [euollippe pue sisAjeue ejep Aewid ajow Apuesiyiubis papnjoul yaiym seale Ayunpoddo Buifynuspi

0} uaye} sem yoeolidde sjeuss)e ue ‘ynsal e sy ‘seale Ajunpoddo |enusiod Auapl 0} pauueld am Ydiym Ul poyjawl ay) pajoeduwi eiep jo abepoys ay |

"BaJE SSaUISNg Yyoes ssoioe Apuesyiubis saliea alogaiay) pue spodal ayy Aq pepinold jejep Jo
[oAS] 8y} 0} pajolisal os|e s| SISAjeue JNo pue SUoJoUN} SSBUISN] |8 JOAOD Jou S30p uoienjeas Hodal yJewyouaq ay) ‘anoqe pajsi| SIUIBJISUOD 8y} USAID)

‘lons)

AjAloE pue uofoUN-qNs ‘UojouNy Ay} Je sylewyouaq pajie}sp papinoid spodal Jayjo Sjiym [9AS] uonouny e je sysewyouaq Arewwns papinoid spodal
awos (il pue suofoUN-gNS ||e M3IAS1 Jou pIp spodal awos ‘pajsixe spodal alaym suonouny ssauisng Ul (I Apnis siy} Ul pamaiaal uaaq Jou aAeY 0JpAH
SE YONSs SUO[JouUN) SSBUISNg SWOS 810§8J8Y} PUB SUOI}OUN) SSaUISN( e 1o} }SIXa jou pip suodal (1 Jey) punoy am ‘Apnis ay) ul pasn a1am jey) suodal ayl JO

‘Apn}s ay} jo adoos ay} apisino seale o) paulepad spodal Swos pue ejep Buiyiewyouaq Uigjuod jou pip sLodal SWos ‘aweljaw] MaIAS)
3y} SpISINo pue p|o sieah aAl} uey) a1ow aism spodal swog ‘sisAjeue INo ui pasn aq Jou pjnod [eianss ‘Odo Aq papiroid aiem spodal Auew ybnoyly
"9A0gE pa)sl| SEale [BUOlDUN) 3Al Y} Bullanod uoljenjeas podal ylewyouaq Jno Ul pash aiam spodal uanss ‘0do Aq papiroid spodal ussiybie auy JO

‘uoljesuadwo) pue HH ‘@dueuld ‘]| ‘Uoljelsuss) JESJONN :SUoi}ouUnj ssauisng Buimo||o) U} mainal am Jodal SIy) U] “Z# PUe |# Sa|qelaniep sjuasaidal
podai siy} ‘d4¥ 3y} woi4 ‘94O woij uonesuadwod pue Ayagonpold ‘Aousioe uo spodal Bupjewyouaq Bunsixa Jo malnal sy} surejuod Jodal siy |

‘sJofed-ajel uo syoedwn Ayuapl [Im Jey) sishjeue ue dojeaeq =

Aajes pue Ayjigeljss Buioyoes Jnoyum Asusioiye buinosdwi Joy ueld Jeak g-z |oAs| ybiy e ssedald =

9dO pue auQ 0JpAH pue sjuswanoidwi Aouaioiys 10} saiunyoddo |elnjondis pue [euoieziuebilo Ajusp| =
Aousioiys pue Ajaionpold ‘uoijesusdwod uo syJewydusaqg Bunsixe azAjeue pue mMaiAdy N

:S9A1}93lqo ulew Inoj ssaippe 0} Sem NJom jo adods ay |

‘0d0O pue auQ 04pAH 1e sbuiaes 1s02 10}
saniunuoddo [einjonu)s pue jeuonjeziuebio Ayjusap) 0} pue saipnis Buppewysuaq Buisixa ssasse 0] ONAM pabebua ABiauz jo Anysiuly sy

Alewwing aAl3n2ax3g

BN 9AIISUSS AJ[RI2I3WIWO) — [BIIUPIIUOD




142

‘pantasal sybU |1y "Anus ssiMS e ‘( Jeuoieulaju] DINGN.) @aeladoon
[BUONEUISIU] DINGY UIM Palellile SWL Jaquials Juapuadapul JO y1omau DN 3y} Jo Ly Jequaw e pue diysisuped Ajjiqel| pajw| uelpeued e ‘477 DN Z1L0Z @

|
28doog jJoin o o S8, $9 Alqisuodsey uieans el manay|
°§403n0 N N A A 121003 31e40dI0) NS Weid Bupy1e wysus g diysuszin) siesodio] 940
MBIASY $S3001d Sliely|
edoss jo3n0 °N i °N S2A  [Pung orey HEPPENIOOS Alorgnbay 940 ‘uoiiedddy swuawAied g3 o]
EETVe)!
3doag j01nQ oN on oN sap |43 pJeog aAlnosx3 odio) yneaH (NY3J) Wwawsbeuely sy mm:_,.w__wuuw
Aba1e)g
adoag joinQ oN opy opN sap  |uswsinooid BuniNsuoy XN WBWaINo0Ig pue smets Addng wriuein
adoag joing oN op on s8A  |luawsinoolyg 52189088y 1§y Joyoauabuo] Wwewissassy welbold Wswainoosd wnieln!
DUy ietuyousg Luie: e Dupad
uopoung 4o 3doag oN sap SaA sap  |Aoualol3/AuNIONPOLd pieog 9ANNoax3 aleiodio) EwE:mamM__mmm“ n““mmm m_w,_ﬂhowmmw mhﬁfn_:ow
pasn
TiodaljusseileioN oN saA sop | sap  |Aousioy3/ AuAionpold 9N3 | 6002 SisAeuy reunousg 1503 1| D40 [euld
pasn | T
310dasussal atopy oN SBA SaA sap  |Aouaioiyy3g / AuAonpold 9IN3 / jaunen 800z sisAleuy yiewyouag 109 L] DO [ewd
sisAjew
yoday jo aby DN Sap SBA opy |Aousiolyg / Ayanonpold 93N3/ J8ulien 1 synsey BuELIYoUSE ._.N_mewww.mwaw
SJnsay yIeuiouag
uodey jo ofiy oN s2A A ON | Aousioly3 / Auanonpold HAOEH | SOUELI] 90LEWIICLA] SSEDPIIOA BuiAaIy oy
pepiaoad A £ 211193)50IpAH
10U S)uEWIYIUSy °N oA °N S9A ‘Aoua1o1y)3 / AuAnonpoud 9IN3 /730 / wiebinen 91einfey Bupjieulouag pue Buie|d ssauisng
i ; p palenbay
adoas-u| [N S9A SOA sap  |Aauaioiyyq / Ananonpold 92n3 010z sisAjeuy yiewnousg 1509 || D4Q Jeuld
Aouaioly3 / ) 01119813 1By YIM DO pue Salely
adoas-u) S2A 94 oA oA ANAONPOId 'Uoiesusduwo) USPPENI20S / (BulBi uoIIaUN $30JM0$3) UBWINY 10 Bulylelwyous g
adoas-u| SaA SIA S9A sap  |uonesuadwo) U3PPEN1100g sIsAjeuy SoUIBN YH wn_o_
Aejes 'Aygelsy
adoas-uj sap S9A SOA SIA Aousrony3 / AUIAIONPOI USppPENI02S Loday Y1ewyousg 1esjonN 110z
| A1ayeS ‘A oY
_ odoas-u| 7Y SOA SoA sap G — wcmuums_:aum 1ioday BuiyieLuyouag JesjonN gLoz
_ 1
Ala)eS 'Alpgenlay | _
adoos-uj _ sap SaA sap ECTY Kouaioiy3 / AAaonpoJq UBPPEIA1109S Lioday Buiy e wyausg 6002 Je3[INN DO
| | o= |
_ synsay
adoss-u| _ SaA SaA S3A Sap  |Adualoiy] / AuAnONpoLd nayoey euy 93ueU Lodoy $SRIB0IY SSEPLOM
| === =— JE— = 1 m - — —- — m—— '
] N .w ] W W sn2o4 |euonesddQ 22IN0§ .m W .m ..W .W g W m W W W uHm S = m Wu m AweN uoday
y g |5 RS s | ¥ c 88| 2 |§5| 5 : s |lol 328 33
. — - © A5 | =5 ge a9 ) S 2 e © E € =2 2 |
.~ -] ] h o 3 2 o 3 & €o o € 2 g ® 2 $8
b 2 e I T8 35 = a 1S 7 5 3 3 g | 2=
! . 5 S < L g ] E) o 2 H B 3 s
3 £ > 23 =3 e s [ D 3 g2
- [ . E [ ] 3 ] ] |3 g
! ) F 3 2 2 2 & i
. S a

ealy jeuanaung

shoday jewyousg 540

seale |euoljouny g Bullaaod uoljenjeaa podal yJewyosuaq 1no uj pasn alam suodal ;7 ‘9d0o Aq papiaocid alom suodal g

9d0O Aq papinoad sjioday Bunjiewyosuag

| |elIa)BIN 9ARISURS A[[RIDIBWIIOD —




—
[=BNoNNe L IEN Heo NV I R S

bt et it
B WD -

Filed: 2014-05-02
EB-2013-0321
JT1.10

Page 1 of 2

UNDERTAKING JT1.10

Undertaking

To provide a definition from EUCG or Navigant of what falls into the OM&A for
benchmarking purposes.

Response

The following table presents a comparison of OM&A costs included in EUCG and
Navigant hydroelectric benchmarking. All cost categories include labour, materials,
purchased services and other costs.

# Cost Category EUCG Navigant Comments

Facilities Operations

1 Direct and support costs associated with ‘I ‘I
unit dispatch and water management.

Power House Maintenance

Costs associated with the maintenance
2 of equipment and facilities which directly \I '\I
support power generation. Includes
equipment from downstream of the
intake gate to the unit transformer.

Water Ways and Dam Maintenance
EUCG collects this cost as non-power
3 | Cost of activities associated with V '\, house maintenance combined with
maintenance of the waterways, dams Buildings and Grounds (below).

and penstocks upstream

of the headgate or final valve.

Buildings and Grounds Maintenance EUCG collects this cost as non-power

4 ‘I '\I house maintenance combined with

Cost of activities associated with
maintenance of buildings, facilities and Water Ways and Dams (above).

grounds.
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# Cost Category
5 Environment and Regulatory

Fish & wildlife, recreation, cultural, other.

EUCG

)

Navigant

X

Comments

Navigant includes these costs as
Regulatory Fees (below).

Regulatory Fees

Navigant ‘s Regulatory Fees includes
Environmental costs (see line 5
above). Navigant's benchmarking
cost data is presented with and

6 without Regulatory Fees. OPG uses
Gross revenue charge, water usage, X X the data thgt exclrtzldes Regulatory
taxes, FERC fees etc. Fees because these costs are outside

of management’s control and can vary
fo a large degree.
OMB&A Investment Projects Navigant excludes OM&A projects

7 ‘I X from "Total Cost” analysis. Both
Non-recurring maintenance costs, OM&A and capital projects are
typically performed on cycles from 2 to 7 analyzed separately,
years.

Administration Direct

8 | Administrative costs related to plant '\I \,
activities. Includes all plant
administration, HR, and finance costs.

Administration Indirect
9 Administrative costs related to Hydro ,\I v Allocation methods are used to

Business/ Corporate activities (e.g.
Hydro central support costs, IT costs,
Corporate HR and finance)

distribute these costs.

Note: Sustaining and new capital additions are not included in benchmarking costs.

10
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ANumbers may ot add dua la raunding

Table 1
(Updaled version of Ex. H1-1-1 Teble 1)
Delermsl and Vanancs Accounls

Pantion snd OFEB Ceal Varinte - Hydreletieic - 2313 Addaam
[Impa<1 for USGAAR Duferral - Wydioeie ks

Vasiance - Wi ar

(13
JRenslonand OPER.Gos Variancs - Sucless - Hislpeic 24
1 O Cost Varumes - Nuglaar o6

and OPED «um-Wm:m

 for USSAANR Dt - Mhacinar

ca OvariUnder Recover [1]
T o T Tas
35 [Grand Totat [ ] L w12 [ [ 10

Noles

1 Fram EB-2012-0002 Paymenl Amaunls Order App A, Table 1 cal (s) for requialed hydroelectnc and Table 2 cal (8) far nuciear.

2 From EB-2012-0002 Paymenl Amounis Order App A Table 1 cal (b) lor regulated hydroelecine and Table 2 col (i) for nuckear.

3 Allbatances rom EB-2012-0002, Ex M-} Attachment 1, Tables 16A and I7A col (c). With (he exception of balances al lnas 3.4. 7. 10, 15 17. 25 and 27. all balances
wers approved by the OEB in EB-2012-0002 (Paymen! Amaunis Order, App. B Table B-1, col (a)

4 From EB-2012-0002 Paymenl Amounls Order App. B, Table 8-1, col (c)

5 Efeclve January 1. 2013, per EB-2012-0002 Paymenls Amaunl Order. no inleres! is recarded in the Nuckear Lisbity Defem) Account and, up lo Dacembar 31, 2014
no Interes! is recorded in lhe Bruce Lease Nel Revenues Variance Accoun! end he Future Recovary componen of the Pension and OPEB Cosl Varence Accounl on outetanding balances Up ko
Decambar 31, 2014, Inlemetis alco not baing recofded an Ihe 2013 adriiians to the Pension end OPEB Cosl Variance Accounl. Ling 18 includes an inlerest cradi] related to the inadvarient overstatement
of the Bmounl recoverable in 2013 and 2014 for Ihe Denvetive Sub-Accaunl, a8 noted n Ex H1-1-1. seclion 4 13 and OPG's leller (o Ihe OEB dled Seplamber 26 2013 rolerenced Iherein,

6 Par lhe EB-2012-0002 Paymeni Amounis Order, the accounl reflecis a crethl of 53 SM per month ko ratepayars for (he banafit of lower nan-assel reticameni cosls deprecialion expense and
assacialed income lax impacls rsuling from Ihe revision af the Pickenag generation slalions' service Ives, s discussed in Ex, Hi-1-1 sacton 4 14, Na inferes 16 recorded m Ihrs account

7 FramEx HA-1-1 Table 1 col ()

12
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Table 5
Hydroelectric Surplus Baseload Generation Variance Account
Summary of Account Transactions - 2011 to 2013 ($M)
Line ~ Actual Actual Projected
No. Particulars Mar-Dec 2011 2012 2013
(a) (b) {c)
1 |ActualiProjected Foregone Production Due to SBG Conditions' (GWh) 765 1168|1780
2 |Revenue at $35.78/MWh (M) - 2.7 42 6.4
3 |GRC/Water Rental Costs ($M) (1.1) (1.7) (2.6)]
4 |Addition to Variance Account ($M) (line 2 + line 3) 16 25 38
5 |Financial Reporting Adjustment (1.1) 1,1 0.0
6 |Reported Addition to Variance Account ? ($M) (line 4 + line 5) 0.5 3.6 3.8

1 From Ex. E1-2-1 Section 3.2

2 Represents offsetting interperiod financial statement reconciliation adjustments which do not impact the total

transactions in the account over the 2011-2012 period.

3 2011 and 2012 additions as presented at line 4 of EB-2012-0002, Ex. H1-1-2 Tables 1b and 1c, respectively
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Numbers may not add due lo rounding.

Filed: 2013-

09-27

EB-2013-0321

Exhibit E1
Tab 1
Schedule 1
Table 1
Table 1
Produclion Trend - Previously Regulated Hydroelectric and Newly Regulated Hydroslectric (TWh)
Line _ 2010 2011 2012 2013 2014 2016
| No. | Prescribed Facility Actual Actual Actual Budget Plan Plan.
(@) b) © (d) (e) )
___|Niagara Plant Group and Saunders GS:
1 |Niagara Plant Group 124 12.6 1.9 12.2 12.7 13.5
2 |Saunders GS' 6.5 6.9 6.5 6.2 6.3 6.7
3 Sub total 18.9 195 185 18.4 191 | 202
 |Newti I Hydr: Ic:
4 |Ottawa-St. Lawrence Plant Group® 4.7 57 5.1 57 57 5,7
5 |Central Hydro Plant Group 0.5 0.5 0.4 0.5 0.4 0.5
6 |Northeast Plant Group 1.4 20 2.0 2.5 _25] 25
7 |Northwest Plant Group 34 33 3.3 3s| 38 38
8 Sub total 10.0 11.5 10.9 12.4 124 12.5
9 |Total 28.9 31.0 294 30.9 314 32.7

Notes:

1 Saunders values represent total station production (including energy delivered to HQ)

2 Ottawa-St. Lawrence PG values are for the balance of the Plant Group, i.e. Saunders GS production is excluded.
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peak and the on-peak price, to a 50/50 sharing?

MR. WILBUR: As I said earlier, we anticipate -- with
the incentive mechanism as we have proposed, we do not
anticipate any changes in our behaviour for the newly
regulated or the currently regulated facilities.

MR. ZACHER: And can I just ask you to turn up Exhibit
L, tab 5-4, schedule 117

MR. WILBUR: 1Is that the interrogatory?

MR. ZACHER: Yes. Yes, it is the IESO Interrogatory
No. 4.

MR. WILBUR: No. 4, was that?

MR. ZACHER: That's right. So, Mr. Wilbur, if you
look at the answer there to (a), OPG says:

"The higher the level of incentive to OPG, the
greater the degree of potential costs and risks
that OPG would be willing to assume to time-shift
production.”

And what I am just trying to understand is, as I take
it, the -- under the current -- under the proposed
structure, OPG's downside risk is reduced, because you are
guaranteed the reqgulated rate as compared to whatever the
off-peak HOEP price was currently.

And the upside award is also reduced. Instead of
getting 100 percent of the difference between -- of the
price differential, you only get 50 percent.

And so I take it, all things being equal, you are
going to be less incented going forward to time-shift this

generation from off-peak to on-peak?

ASAP Reporting Services Inc.
(613) 564-2727 , (416) 861-8720
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MR. WILBUR: Well, as we said in the response, the
higher the level of incentive will allow us to take -- to
take slightly more risk and potentially do more time-
shifting. But given the incentive that we have proposed,
we don't anticipate any change from what we do now.

MR. ZACHER: But what you're saying, if you were to --
if OPG was to receive 100 percent of the price differential
as opposed to 50/50, all things being equal, that would
lead you -- that would induce you to time-shift more,
right?

MR. WILBUR: There is a potential that we could take
more risks with our time-shifting, yes.

MR. ZACHER: And so won't the proposed mechanism mean
that OPG's newly prescribed assets are going to be less
responsive to price and less incented to time-shift?

MR. WILBUR: No. As I've said, we do not —-— we do not
intend to make any change to the way these facilities
operate, on the way they operate currently under the
proposal that we have before the Board here.

MR. ZACHER: And that's because there still is some
market inducement to shift generation?

MR. WILBUR: There is. Yes.

MR. ZACHER: Okay. And again, have you done any sort
of analysis or studying to sort of -- to support that
proposition?

MR. SMITH: That question has been asked.

MR. ZACHER: Well, I asked the question with regards

to the currently prescribed assets, but this is with

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8720
16
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Tab 9.7

Schedule 1 Staff-196
Page 1 of 3

Board Staff Interrogatory #196

Ref: Exh. H1-3-1 pp 1-15

Issue Number: 9.7
Issue: Is OPG’s proposal to make existing hydroelectric variance accounts applicable to the
newly regulated hydroelectric generation facilities appropriate?

Interrogatory

In the context of the IESO administered electricity spot market,

a) Please indicate the nature of the newly regulated hydroelectric facilities in terms of their
name plate capacities and the conditions under which they generally operate in the
electricity market (e.g., to serve base load, peak, etc.).

b) Will the newly regulated hydroelectric facilities continue to operate in the same manner in
the electricity spot market notwithstanding they will have regulated prices?

¢) Is there more or less incentive to produce and supply electricity for dispatching to the spot
market given that the prices are regulated and no longer tied to spot market price?

Response

a) The net in-service capacities of the newly regulated hydroelectric facilities are shown in Ex.
A1-4-2, Chart 2, pp. 3-4. The conditions under which these facilities generally operate are
shown in Table 1 below. The conditions—or plant type—are divided into three categories:

Run of River Generating Station
A "run-of-river" generating station typically has minimal forebay storage and passes
some or all of the inflow through one or more turbines on a continuous basis, with the
remainder (if any) going over an existing falls or spillway. Many of these facilities operate
at both peak and off-peak hours.

Intermediate Generating StationAn "intermediate” generating station has "moderate”
storage. These facilities have some ability to store water during off-peak hours in their
forebays and/or in an upstream reservoir.

Peaking Generating StationA "peaking" generating station operates during periods of
high energy demand, typically during the daytime on weekdays. These facilities have the
ability to store water during off-peak hours in their forebays and/or in an upstream
reservoir.

b) Yes, provided the enhanced Hydroelectric Incentive Mechanism (“eHIM”) is approved by the
OEB as it will incent OPG to continue to follow market price signals (Note: OPG interprets
“..to operate in the same manner...” as continue to follow market price signals ("HOEP”)).

Witness Panel. Hydro / Energy Markets
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Schedule 1 Staff-196
Page 2 of 3

c) Consistent with OPG's prefiled evidence, the inclusion of the newly regulated hydroelectric
portfolio in the eHIM (Ex. E1-2-1) will ensure that the incentive to produce electricity will not
change with price regulation.

BN =

Table 1
River System Station Type
Madawaska Mountain Chute Peaking
Barrett Chute Peaking
Calabogie Run-of-river
Stewartville Peaking
Arnprior Peaking
Ottawa Otto Holden Intermediate
Des Joachims Intermediate
Chenaux Intermediate
Chats Falls Run-of-river
Abitibi Abitibi Canyon Peaking
Otter Rapids Peaking
Montreal Lower Notch Peaking
Nipigon Pine Portage Run-of-river
Cameron Falls Run-of-river
Alexander Run-of-river
Aguasabon Aguasabon Run-of-river
Kamanistikwia Silver Falls Run-of-river
Kakabeka Falls Run-of-river
English Manitou Falls Run-of-river
Caribou Falls Run-of-river
Winnipeg Whitedog Falls Run-of-river
Montreal Indian Chute Run-of-river
Matabitchuan Matabitchuan Run-of-river
Mississippi High Falls Run-of-river
Rideau Merrickville Run-of-river
Otonabee Lakefield Run-of-river

Witness Panel: Hydro / Energy Markets
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Page 3 of 3
Auburn Run-of-river
Trent Seymour Run-of-river
Ranney Falls Run-of-river
Hagues Reach Run-of-river
Meyersburg Run-of-river
Sills Island Run-of-river
Frankford Run-of-river
Sidney Run-of-river
Beaver Eugenia Falls Intermediate
Muskoka Trethewey Run-of-river
Hanna Chute Run-of-river
South Falls Run-of-river
Ragged Rapids Run-of-river
Big Eddy Run-of-river
Severn Big Chute Run-of-river
South Elliot Chute Run-of-river
Bingham Chute Run-of-river
Nipissing Run-of-river
Sturgeon Crystal Falls Run-of-river
Wanapitei Stinson Run-of-river
Conistion Run-of-river
McVittie Run-of-river

Witness Panel: Hydro / Energy Markets
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would be either intermediate or peaking; is that fair?

MR. WILBUR: I haven't added that up, so I can't
confirm your numbers. But I can say that from the list we
have shown in table 1 of the interrogatory, Board Staff
196, most of the plants that are listed there are run-of-
river.

There is a few peaking plants, but I guess I would
characterize it as there is more time-shifting capability
in all of the newly regulated plants together than there is
at the Beck facility.

MR. ZACHER: Okay. And I am not sure it is necessary
to go through it, but in your evidence you identified the
newly regulated facilities and identified them in both the
megawatt capacity and then, I think in answers to the
interrogatories, whether they were peaking, intermediate or
run-of-river.

So in any event, the ones that have been characterized
as peaking or intermediate, you say have the ability to
store water and time shift?

MR. WILBUR: That's correct.

MR. ZACHER: Okay. And those facilities, how do they
compare to the time-shifting ability of the Beck facility?
Do they have greater or lesser ability to store water and
to time-shift generation?

MR. WILBUR: Well, as I said, taken all together, the
total of the time-shifting ability of the newly regulated
facilities would be considerably greater than that of Beck.

MR. ZACHER: 1Is that just because the megawatts are

ASAP Reporting Services Inc.

(613) 564-2727 20 (416) 861-8720
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greater, or because the operating characteristics of the
facilities are different?

MR. WILBUR: Mainly because the megawatts are greater.

MR. ZACHER: Okay. Is there any differences in terms
of the operating characteristics, in terms of the ability
to store over a period of days, as opposed to a shorter
storage horizon?

MR. WILBUR: There is -- some of the peaking
facilities in the newly regulated do have longer-term
storage, longer than Beck.

But the Beck storage can be used over a few days, as
opposed to Jjust one day as well. So it is not limited to
just one day.

MR. ZACHER: Can I just ask you to turn up -- there is
a report of Mr. Hamal, Exhibit E1, tab 2, schedule 1,
attachment 1.

MR. WILBUR: I have that.

MR. ZACHER: If you just turn to page 3 --

MR. SMITH: Sorry, can we just wait until it comes up
on the screen?

MR. ZACHER: I think we need to look at attachment 1.
Yes, that's it, so page 3.

So, Mr. Wilbur, right at the top of page 3, Mr. Hamal
says:

"The Newly Regulated hydroelectric facilities are
typically dispatchable and have significant
ability to store water and shift energy across

time. Their operating characteristics contrasted

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8720
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with the previously regulated hydroelectric
facilities. Among the units historically covered
by HIM, the vast majority of storage capacity was
associated with the PGS at Beck which can
efficiently time-shift hydro generation on a
daily basis, but does not provide longer term
storage capacity."

So I just want to understand what the significance of
the contrast is. Why is it that the newly regulated
facilities have some greater ability to time-shift?

MR. WILBUR: They have -- generally, they have larger
storages, so the reservoirs are considerably larger than
the PGS reservoir. And at times their inflows are
sufficiently small that flow into that reservoir, so that
there is a relatively small amount of energy that can be
produced from those facilities. And then there is
an ability to sometimes wait a week or more before actually
generating from that facility.

So that allows a significant time period over which
the time-shifting can occur.

MR. ZACHER: So the currently regulated assets,
including Beck, have been subject to this hydro incentive
mechanism for the past couple of years, including this sort
of 50/50 sharing mechanism.

And now OPG is proposing that the newly regulated
facilities also be subject to this mechanism, albeit with
some changes.

Do you expect the responsiveness, price responsiveness

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8720
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and time-shifting ability of the newly regulated facilities
to be the same, or to be more responsive than the
previously regulated facilities?

MR. WILBUR: We don't anticipate any change in the
responsiveness of these facilities under the mechanism that
we have proposed here.

MR. ZACHER: They're not going to be more responsive
or less responsive, but just the same?

MR. WILBUR: That is correct.

MR. ZACHER: Have you done any modelling or analysis?
I am just trying to understand what the reason for that
view is.

MR. WILBUR: The reason is that this mechanism
provides an incentive to follow the market price signals.
And that is currently the signal we use, that we follow
with those resources right now.

Those resources are only paid from the market right
now, and so we follow market price to earn the maximum
revenue we can from those facilities.

MR. ZACHER: Okay. But that principle aside, have you
done any sort of study or analysis?

MR. WILBUR: No, we have not.

MR. ZACHER: Okay. So my understanding of the change
from the current incentive mechanism to the enhanced
incentive mechanism is that at a high level, really the
only difference is that it will eliminate the unintended
consequences of incentive payments during surplus base load
generation spill; is that right?

ASAP Reporting Services Inc.

(613) 564-2727 (416) 861-8720
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MR. WILBUR: That 1is correct.

MR. ZACHER: Okay. And so with regards to the
currently regulated facilities, does OPG expect any change
in their operation, in particular their ability to time-
shift, as compared to how they operate under the current
hydro mechanism?

MR. WILBUR: No, we do not expect any change.

MR. ZACHER: Okay. And that is because the sharing
mechanism, 50/50, remains the same, and your view is that
incentive isn't in any way dampened by the elimination of
this unintended spill payment or the removal of the revenue
offset?

MR. WILBUR: That is correct.

MR. ZACHER: Okay. With respect to the newly
regulated facilities, I take it that currently they're
fully exposed to the hourly Ontario energy price?

MR. WILBUR: They are.

MR. ZACHER: And so they're currently incented to
shift generation from low-priced off-peak hours to on-peak
high-priced hours?

MR. WILBUR: Correct.

MR. ZACHER: Okay. And OPG's found that under the
current system, that i1s a robust and strong incentive?

MR. WILBUR: That is a strong incentive.

MR. ZACHER: Okay. And do you expect that incentive
to be reduced as the result of the proposed eHIM, which I
take it sort of reduces the upside reward to OPG from

currently 100 percent of the differential between the off-

ASAP Reporting Services Inc.
(613) 564-2727 5 (416) 861-8720
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peak and the on-peak price, to a 50/50 sharing?

MR. WILBUR: As I said earlier, we anticipate -- with
the incentive mechanism as we have proposed, we do not
anticipate any changes in our behaviour for the newly
regulated or the currently regulated facilities.

MR. ZACHER: And can I just ask you to turn up Exhibit
L, tab 5-4, schedule 117

MR. WILBUR: Is that the interrogatory?

MR. ZACHER: Yes. Yes, it is the IESO Interrogatory

MR. WILBUR: No. 4, was that?

MR. ZACHER: That's right. So, Mr. Wilbur, if you
look at the answer there to (a), OPG says:

"The higher the level of incentive to OPG, the
greater the degree of potential costs and risks
that OPG would be willing to assume to time-shift
production.”™

And what I am just trying to understand is, as I take
it, the -- under the current -- under the proposed
structure, OPG's downside risk is reduced, because you are
guaranteed the regulated rate as compared to whatever the
off-peak HOEP price was currently.

And the upside award is also reduced. Instead of
getting 100 percent of the difference between -- of the
price differential, you only get 50 percent.

And so I take it, all things being equal, you are
going to be less incented going forward to time-shift this

generation from off-peak to on-peak?

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8720
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Monthly SBG Variance )
= Spill compensation

Account Entry
+ Incentive payment adjustment
where
Spill Compensation = MWsgeavg X (Regulated rate — GRC) x No of hours in month)

Incentive Payment
. = 'X factor’ x z [(MWSBGi . MWSBGavg) X HOEP|
Adjustment

The X factor’ appearing in the Incentive Payment and Incentive Payment Adjustment
formulae is established such that the net incentive retained by OPG is equal to one-half the
customer cost reduction shown in Table 2. In this manner the benefits arising from time-
shifting of energy are shared equally between the customer and OPG as shown in Table 5

below.

Table 5: Expected Payments and Adjustments
M$ 2014 2015
‘X’ factor 35% 31%
Incentive payment 27 30
Incentive payment adjustment (9) (12)
eHIM 18 18

Furthermore, OPG proposes to eliminate the revenue requirement adjustment, that no offset
attributed to incentive revenue be applied to the revenue requirement based on an
expectation of future incentive revenues. The generation of incentive payments for OPG,
and the attendant value delivered to the customer, occur simultaneously. As a result, there is
no difference in the timing between the customer cost savings and OPG's incentive

payments. As a result, there is no need for a revenue requirement offset.

26




Filed: 2014-03-19
EB-2013-0321

Exhibit L
Tab 5.4
Schedule 15 PWU-009
Page 1 of 2
1 PWU Interrogatory #009
2
3 Ref:
4  (a): Exh E1-2-1, Page5
5
6 In EB-2010-0008 Payment Amounts Order, the OEB established the HIM
7 Variance Account to record 50 per cent of HIM net revenues above $10M for the
8 period March through December, 2011 and $14M for calendar year 2012 as a
9 credit to ratepayers. In EB-2012-23 0002 Payment Amounts Order, the OEB set
10 the threshold for 2013 at $13M. Between March 1, 2011 and December31, 2011
11 actual HIM net revenue was $12.9M. For 2012 actual HIM net revenue was
12 $15.8M. Projected HIM net revenue for 2013 is $8.7M.
13
14  (b): Exh E1-2-1, Attachment1, Page8, Lines 3-14
15
16 In the reference, OPG states:
17
18 OPG's proposal that its incentive payment be based on a 50/50 sharing of the
19 calculated customer benefit is easily misinterpreted. It does not mean that OPG
20 and customers benefit equally from the time shifting, for two reasons. First, there
21 are substantial costs incurred by OPG in conducting the time-shifting that are not
22 part of the 50/50 sharing calculation—those costs are offset by the incentive
23 payment, leaving OPG with a substantially lower net benefit. Second, the
24 calculation gives zero credit for ratepayer benefits that are likely to accrue from
25 GRC payments to the province. Including consideration of both of those issues
26 allows for a more direct comparison of the benefit-sharing in the proposal. In
27 2014, customers would achieve $34 million in benefits ($18 million in net cost
28 reductions plus the $16 million in GRC payments) while OPG would benefit by
29 $11 million ($18 million eHIM payment less the incremental costs of$7 million),
30 and as a result customers receive 3 out of every 4 dollars in benefits from the
31 time-shifting of generation.
32

33  Issue Number: 5.4
34 Issue: Is the proposed new incentive mechanism appropriate?

35

36 Interrogatory

37

38 a) What is the reason for the projected decline in Hydroelectric Incentive Mechanism ("HIM") net
39 revenue in 20137 Does OPG have the actual HIM net revenue for 2013?

40

41  b) Does the existing HIM formula take into account the cost of time shifting at PGS?

42

43  c) Why did the OPG decide not to include in the new calculation referred to as the enhanced
44 Hydroelectric Incentive Mechanism (eHIM) the cost of time shifting incurred by the OPG in
45 determining the 50/50 sharing of net revenue?

Witness Panel: Hydro / Energy Markets
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Response

a)

b)

As shown in Ex. H1-1-1, Table 4, the decline in projected 2013 HIM revenues ($8.7M),
relative to 2012 actual ($15.8M), was due to an expected 20% reduction in market price
spreads resulting in an expected reduction of greater than 50% in the quantity of energy
time-shifted in 2013.

Actual 2013 HIM revenues were $18.1M as shown in Ex. L-9.1-17 SEC-132, Attachment 1,
Table 4, line 1.

No, the current approved HIM formula as shown in EB-2010-0008, Ex. 11-1-1, page 11, does
not take into account PGS time shifting costs.

OPG did not consider changing the fundamental characteristics of the currently approved
HIM formula, to potentially include other formula elements or components such as PGS time
shifting costs, when developing the eHIM proposal. As described in Ex. E1-2-1, section 5.3,
HIM and eHIM are the preferred incentive mechanisms to provide the consumer benefit as
described in Ex. E1-2-1, section 5.1.

Witness Panel: Hydro / Energy Markets
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Board Staff Interrogatory #061

Ref: Exh E1-2-1 pages 8&9

Issue Number: 5.3
Issue: Has the incentive mechanism encouraged appropriate use of the regulated hydroelectric
facilities to supply energy in response to market prices?

Interrogatory

OPG states: “When SBG spill cannot be avoided, because the water cannot be time-shifted or
stored, it is irrevocably lost. As a result, the monthly average production falls. The SBG spill,
which lowers the monthly average production, is compensated for by an entry in the SBG
variance account. However, the resulting production profile, reduced by the SBG spill volume
also generates incentive payments under the HIM. This is an unintended consequence of
interaction between the HIM and SBG Variance Account.”

The problem of “unintended” compensation appears to be “double counting” for foregone
generation from SBG conditions arising when the monthly production average is reduced by the
volume of SBG.

a) To negate this impact, is it not possible to add in the amount of SBG generation foregone to
the actual production to get an “average monthly production compensated for SBG” for
operating the HIM?

b) Is there a qualitative or quantitative difference between the adjustment above and OPG's
proposal: “...induced incentive revenues arising from SBG-related spill should be removed
from the SBG Variance Account.”?

Response

a) Yes, it is possible to do so. However, doing so would substantially complicate the existing
IESO and OPG settlements processes as the IESO does not know the volume or hourly
resolution of OPG’s SBG spill. By having the IESO perform these calculations, additional
financial reporting and settlements processes would need to be developed by both OPG and
the IESO.

b) As described in Ex E1-2-1, page 13, the proposed Incentive Payment Adjustment explicitly
determines, and corrects for, the impact of SBG spill on the HIM valuation. The Incentive
Payment Adjustment calculated by OPG provides the identical outcome as the methodology
suggested in the question part a), while not further complicating the existing settlements
processes.

Witness Panel: Hydro / Energy Markets
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Board Staff Interrogatory #063

Ref: Exh E1-2-1

Issue Number: 5.4
Issue: Is the proposed new incentive mechanism appropriate?

Interrogatory

OPG proposes that the enhanced Hydroelectric Incentive Mechanism (“eHIM”) apply to the
existing hydroelectric facilities plus the newly regulated hydroelectric facilities.

a)

b)

The HIM is associated with the PGS facilities operating in tandem with the SAB GS in that
water can be diverted for higher value generation. How does the incentive work for run-of-
river units, i.e., Saunders, which is one of the originally prescribed hydroelectric facilities?

What is OPG proposing for the newly regulated hydroelectric facilities? Can the newly
regulated hydroelectric dams store water in the same way that the PGS can? If so, what is
the potential for operating the newly regulated units in this manner?

Does OPG intend that all of the newly regulated hydroelectric facilities be considered as
potential participants in the eHIM, or just the 21 units listed in Exh E1-1-1 Appendix 1?

Response

a)

The incentive payment calculation is applied to run-of-river plants using the formula shown
on page 12 of Ex. E1-2-1. As would be expected, incentive payments for run-of-river plants
tend to be smaller in comparison to peaking plants due to the lower ability to time-shift
production due to the generally limited storage capabilities. Differences in production from
hour to hour tend to be very small relative to the output of the entire plant. The Saunders
station, which is considered a run-of-river plant, has some small and limited ability to time-
shift water that is scheduled one day in advance.

OPG is proposing to extend the eHIM to all newly regulated hydroelectric stations with
modelled production (See Ex. E1-2-1, pages 11 and 12 and Ex. E1-1-1, Appendix 1). None
of the newly regulated plants are pumped storage generation facilities but most of the newly
regulated plants have the ability for some water storage and can time-shift water from low to
high value periods. While the amount of energy that can be time-shifted changes with
changing hydrological conditions, the ability of the newly regulated assets to time-shift water
can be considerable.

OPG intends just the units listed in Ex. E1-1-1 Appendix 1 participate in eHIM.

Witness Panel: Hydro / Energy Markets
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