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Thursday, April 13, 2017
--- On commencing at 9:32 a.m.
Preliminary Matters:


MS. LONG:  Good morning, everyone.  We're sitting today in EB-2016-0152.  Before we begin I would like to deal with some housekeeping issues in respect of some confidentiality issues.

So in letters dated April 6th and 10th, OPG requested confidential treatment for certain sections of the oral hearing transcripts for Volumes 16 and 17.  OPG states that the information is sensitive in respect of labour-relations issues.

Does anyone wish to make any submissions with respect to those transcripts?

MR. SHEPHERD:  Madam Chair, Mr. Rubenstein was responsible for that, and he is not here.  I don't --


MS. LONG:  Do you know if he did?  I mean, these requests were made March 31st and April 3rd, so I would assume that Mr. Rubenstein --


MR. SHEPHERD:  I --


MS. LONG:  -- would have had the opportunity to review them.

MR. SHEPHERD:  I --


MS. LONG:  I've reviewed them.

MR. SHEPHERD:  I would have assumed that he would have made a submission if he disagreed, but --


MS. LONG:  I would have too.

MR. SHEPHERD:  -- I'm just caught not ready for the question.  So I guess the answer is I think we're in your hands.

MS. LONG:  Okay.  Well, I'm going to take advantage of that, Mr. Shepherd, and say that I have reviewed all the references that OPG seeks to claim as confidential, and I'm satisfied that they should be dealt with in that way.

In respect of the request that was filed April 12th with respect of the Undertakings J15.5, J16.6, and J17.1, we're going to allow intervenors until Tuesday, end of day Tuesday, to make any submissions that they may have in respect of any concerns they have with the claim for confidentiality, and then we would expect that OPG would respond by April the 19th so that we can issue a decision in short order.

Are there any other preliminary issues that we need to deal with, Mr. Smith?

MR. SMITH:  No, there are not.

MS. LONG:  Okay.  Thank you.  Then Mr. Shepherd.

MR. SHEPHERD:  Thank you, Madam Chair, after 23 days and maybe 200 cross-examinations I get to do the last one.

MS. LONG:  Yes, you do.

MR. SHEPHERD:  I'm thoroughly honoured, and I hope it will be interesting.

I have a compendium.

MS. LONG:  I see that.  Let's mark that, please.

MR. RICHLER:  K23.1.  
EXHIBIT NO. K23.1:  SEC CROSS-EXAMINATION COMPENDIUM FOR OPG PANEL 6.
ONTARIO POWER GENERATION - PANEL 6, resumed
Lindsey Arseneau,

Randy Pugh,

Chris Fralick, 

John Mauti; Previously Affirmed.

Cross-Examination by Mr. Shepherd:


MR. SHEPHERD:  And I think I know all of you, indeed.

So I wonder if you could turn to the second page of our compendium.  This was sent to you on Tuesday, and you have the live spreadsheet.

Subject to the fact that this does not include the rate riders, which as I'm fully aware is part of your smoothing proposal, do you agree that the figures on this spreadsheet are correct?

MS. ARSENEAU:  We didn't see any issues with the calculations or math, no.

MR. SHEPHERD:  And the inputs, like, the production inputs and the proposed rates and everything, these are all things that you proposed, right?  They're your numbers?

MS. ARSENEAU:  Yes, it's consistent with the inputs from our WAPA calculation.

MR. SHEPHERD:  Thank you so much.  And so if you look at page 12 and -- or, sorry, line 12 and 26 of this model, you'll see calculations of the five-year deficiency under the previous proposal and the current proposal, and that's the deficiency before smoothing, and do you agree that originally you were proposing in N1-1-1 a 6.1-billion-dollar increase in rates over current rates in the next five years?

MS. ARSENEAU:  So I think we can agree that if you compare the existing rates with the proposed rates and multiply that by the production numbers that you have in the spreadsheet that it would come to the 6.1 number on line 12 and the 5.9 number on line 26.  But -- and I can't remember the undertaking number, so I do apologize, but the one that went back and forth in reference to the spreadsheet for panel 2 that you had provided, I think we had referred to some other numbers for the hydro production for 2017 to 2021 in respect of what actual production could look like.  Perhaps Mr. Pugh could --


MR. SHEPHERD:  Well, aren't these the numbers that come from your revised --


MS. ARSENEAU:  They are the numbers from our WAPA calculation, correct, but the 33 terawatt-hours for hydro is consistent with what the regulation requires us to use as an input into that calculation.  And I just, I'm hesitant to liken that to a forecast of hydro production.

MR. SHEPHERD:  Well, you don't have a forecast of hydro production.

MS. ARSENEAU:  No, we don't have.

MR. PUGH:  Well --


MR. SHEPHERD:  The best we have is 33 terawatt-hours.

MR. PUGH:  The best we have is what we gave you in response to the update to J10.7, which is the forecast that was included in the update N1 that showed the business plan forecast for hydro, and that's what we used to respond to your undertaking, Mr. Shepherd.

MR. SHEPHERD:  And wasn't that 33 terawatt-hours a year?

MR. PUGH:  It was not.

MR. SHEPHERD:  Oh.  Okay.  Because I went to that document.  Maybe I got the wrong one.  All right.  We'll leave that aside.  I'll fix that later.

Now, there is a difference here between the five-year deficiency from N1-1-1 and N3-1-1, but that's because the nuclear liabilities changed, right?  It's 195 million dollars, and I -- that's correct, isn't it?  It's the liabilities?

MS. ARSENEAU:  So the difference between the N1 and the N2 update I believe was related to D2O.

MR. SHEPHERD:  Was it D2O?

MR. MAUTI:  That's correct.  We had discussions previously on the impact of nuclear liabilities, but that wasn't the basis of N3.

MR. SHEPHERD:  All right.

MR. MAUTI:  And between those two the impact statement of N2 was removing the D2O facility and the revenue-requirement impact.

MR. SHEPHERD:  And you'll agree that whatever way you slice it what you're asking for from this Board is a 33 percent increase over current rates.  Isn't that right?  Six billion over 18 billion?

MS. ARSENEAU:  Yes, if you compare the 6 to the 18.

MR. SHEPHERD:  Well, isn't that the right way to look at how much of an increase you're asking for?

MS. ARSENEAU:  Well, I wouldn't describe that as the increase in the rate.  You have the increase in the payment amounts, which are the rates provided on line 24.

MR. SHEPHERD:  No, it's actually the increase in the revenue, right?

MS. ARSENEAU:  Yes.

MR. SHEPHERD:  So the increase in the rates is actually higher than that, right, because your production goes down.

MS. ARSENEAU:  I don't see a number here where the increase in rates is higher than --


MR. SHEPHERD:  But clearly if your revenue goes up by 33 percent and your production goes down, then your payment amounts have to go up by more than 33 percent, fair?  Just math.

MS. ARSENEAU:  Yes, that would make sense.

MR. SHEPHERD:  Okay.  All right.  So now I want to see what changed from the original proposal to the current proposal, and I have read yesterday's transcript and -- in fascinating detail, and I heard most of it, in fact, on the -- over the Internet.  But I just want to nail down a couple of things.

In the previous proposal, the most updated version of the previous proposal, which is N1-1-1, on line 4 you see that in the first year you were deferring $694 million of revenue, right?

MS. ARSENEAU:  Yes.

MR. SHEPHERD:  And now you're proposing to defer $251 million of revenue.  That's in line 18.

MS. ARSENEAU:  Yes.

MR. SHEPHERD:  And that's an increase in your 2017 rates from your previous proposal to your current proposal of $443 million; is that right?

MS. ARSENEAU:  Yes, the rates are higher in 2017 in our current proposal than our original proposal.

MR. SHEPHERD:  So originally you were proposing for your base rates to increase them by 5.5 percent, 5.52, and now you're proposing to increase them by 16.48 percent.  That's an 11 percent increase in March, right?

MS. ARSENEAU:  Yes.

MR. SHEPHERD:  All right.  So the problem was, and you talked about this yesterday, that as you originally proposed it, had you had a decrease -- when you include the rate riders, you had a decrease in 2017 and then big increases in 2018, '19 and '20, right?

MR. FRALICK:  Yes.

MR. SHEPHERD:  And you said that's not really the best way to smooth.  But then I guess I would ask the question why was that okay when you first proposed it and it's not okay now, aside from the regulation?  I understand the regulation changed the rules, but --


MR. FRALICK:  That's the answer though.

MR. SHEPHERD:  That's the only answer?

MR. FRALICK:  The regulation changed and like that's the answer to the question.

MR. SHEPHERD:  But you could have proposed what you're proposing now at the beginning and it would have been compliant with the regulation, right?

MR. FRALICK:  No, we don't believe so.  In our untranscribed technical conference, we outlined what customer bill smoothing would look like, and then we outlined a slide that showed some of the issues with doing that at that time.  Principally, one of the issues is that we felt that we couldn't do that, as it would be inconsistent with the regulation.

MR. SHEPHERD:  Okay, thank you.  We'll come back to the regulation because that's an interesting question, but I want to deal with some of the numbers first.  They're more fun.

Yesterday, in cross-examination by Ms. Blanchard, you said at page 12 of the transcript -- you can turn it up if you want, but I'll read it to you.  You said, Mr. Fralick, “Our shareholder has been looking at ways to reduce customer bill impacts,” and you go on to talk about how this sort of feeds into that goal, right?

MR. FRALICK:  The ultimate output of this revised rate smoothing proposal is a reduction in volatility in the year-over-year change in customer bill impact.

So you don't see the initial drop in 2017, and then correspondingly, you don't see the subsequent significant increases.  So you start at 2016 rates and there's a smoother trajectory up from there on a weighted average payment amount versus the volatility that was resulting under the previous methodology.

MR. SHEPHERD:  I guess the other way to look at it is you're helping reduce customer impacts by proposing an additional 11 percent rate increase, which doesn't sound right to me, doesn't sound like it matches.  You are proposing an additional 11 percent rate increase, right?

MR. FRALICK:  What we're proposing, what the regulation has required is that we smooth on the basis of the weighted average payment amount, which starts from the 2016 all-in rate versus seeing the rate decrease in 2017.

So the result of that is that we do have a higher rate earlier in the term, but when you project it out, our rate is actually lower in the back end of the term.

MR. SHEPHERD:  So this is your proposal though.  The regulation doesn't say increase rates by another 11 percent in 2017, right?

MR. FRALICK:  The regulation requires that we smooth now on the basis of our total weighted average payment amounts, which starts from the 2016 rate.

MR. SHEPHERD:  As you said yesterday, it doesn't require this particular proposal.  There's lots of different ways to do it, right?

MR. FRALICK:  Yes, but we have not said that what we have put in our N3 update is the only way that you can deploy the smoothing mechanism.  We attempted to be helpful with laying out a set of criteria that we would use in order to assess various smoothing scenarios, and objectively determine which one would meet the intents in the best way.  We were not advancing that what we put in our evidence is the only way to do it.

MR. SHEPHERD:  Schools use about 1.1 terawatt-hours of electricity annually -- of your terawatt-hours; they get others as well.  And so this is about a 6.3-million-dollar additional rate increase for them.

So when I talked to them the other day, I explained that, you know, now suddenly they want another $6.3 million.  They said, "How are we going to put that in next year's budget?"  I said, "No, no, not next year’s budget; retroactive to January 1st, they want 6.3 million more."  And they said, and I'm quoting them exactly:  "Can they do that?"


Why do you think it's appropriate to retroactively ask for $443 million more from your ratepayers in the middle of a hearing?  Why do you think that's okay?

MR. FRALICK:  When you say retroactive, you mean back to January 1, 2017?

MR. SHEPHERD:  By the time the Board makes an order, it's going to be eight months retroactive, right?

MR. FRALICK:  Whenever the decision is ultimately made, yes.

MR. SHEPHERD:  I'm asking how is that okay.  I'm not asking a legal question; I'm asking a propriety question.

MR. FRALICK:  We've asked for effective dates for January 1, 2017, on the basis that that's a reasonable time frame, and I don't know how to answer your question.

MR. SHEPHERD:  Well, you come after the year has started and you say, by the way, can we have another 11 percent, please, to the Board.  And I'm asking you to justify that from the point of view of the customers.

MR. FRALICK:  We have implemented the regulation that's been revised by the province, and the output of that is that our rates are going to be higher earlier on resulting in less deferral, less interest in this term, and lower later on in the five years.

MR. SHEPHERD:  So your only answer to this is that the government is making us do it?  This is not something you want to do; this is something the government is making you do?

MR. FRALICK:  The regulation does require it.  But on balance, this eliminates volatility in the year-over-year changes in customer bill impact.  That was one of the principal drivers.

There was quite a bit of volatility in the proposal.  That has been eliminated through this new methodology.

MR. SHEPHERD:  If one of your suppliers came to you partway through the period they were supplying you, and they had already been supplying you at one price, and they said by the way, we're increasing our price 11 percent retroactive for several months, would you say that's okay?

MR. FRALICK:  I'm not sure where -- the price hasn't actually dropped, right.  The RPP pays -- I don't want to get into the details of how the RPP works, but it hasn't dropped off.

We're anchoring it back to the 2016 rate as per the regulation, so I don't think people's rates have actually decreased.

MR. SHEPHERD:  They haven't decreased yet, and we're going to talk about that in a second.  But I guess the question is -- and by the way, schools don't pay the RPP, so I don't know how that's relevant.

MR. FRALICK:  I don't know.

MR. SHEPHERD:  The fact is you're still asking for more money this year, right?

MR. FRALICK:  The net effect of this proposal results in higher rates earlier and lower rates later.

MR. SHEPHERD:  And it’s retroactive to January 1?

MR. FRALICK:  Yes.

MR. SHEPHERD:  All right.  So yesterday, on page 41 of the transcript, you said -- Mr. Richler said to you:
“So it sounds like the revised proposal is better for OPG, and that OPG will have higher cash flow and better credit metrics during the test period, and also better for customers because they will have lower bill increases and lower carrying charges during the test period.  Is that how you would characterize this."

And you said: 
“I think that's a fair characterization.”

And I'm asking the question: how is paying 11 percent more better for the customers?  I don't get that.

MR. FRALICK:  I have to repeat what I said earlier.  The new proposal eliminates the volatility that existed from the initial proposal that saw a sharp decrease and then a sharp increase.  So this proposal does not do that, and that results in lower year-over-year annual increases.

MR. SHEPHERD:  Many times yesterday, there were discussions about how the -- your point was the Fair Hydro Plan and this smoothing proposal are completely and a hundred percent totally unrelated.  So as soon as somebody says something like that, I become cynical and I say I think they're seeing room with this Fair Hydro Plan.  Rates are going to go down for the voters, and so they're going to take some of that.

Isn't that what's actually happening there?

MR. MAUTI:  Sorry, the last part of your question is rates are going to go down and they're going to take something?

MR. SHEPHERD:  Fair hydro is going to reduce rates, so you're saying, hey, we've got some room here.  We can get some more money this year.  Isn’t that right?

MR. MAUTI:  No, that's not how it worked, Mr. Shepherd.

MR. SHEPHERD:  All right.  I want to talk about the change in the regulation for a minute if you could.  Maybe you could turn to page 3 of our materials.  This is the regulation as it was before March 2nd, right?  Not all of it, just the definitions.  I'm only looking at the definitions right now.

You'll agree this is the regulation before March 2nd?

MR. FRALICK:  It appears to be.

MR. SHEPHERD:  Okay.  And then the next two pages are the new regulation, and what it appears to me is that there's basically three changes.  Tell me whether this is right.  First the formula was added, second the concept of WAPA was added.  We should introduce WAPA to WANO, by the way.  And the third is the definition of calculation period was added; isn't that right?

MR. FRALICK:  Yes.

MR. SHEPHERD:  And the first two of those, the -- using WAPA and having a formula, they don't actually have a lot of impact on the shape of the smoothing, do they?  It's actually the definition of the calculation period that has the big impact; isn't that right?

MR. FRALICK:  Definitely.

MR. SHEPHERD:  Okay.  So I looked at -- and what the calculation period definition basically says is instead of looking just at the test period look at the test period but smooth from the previous year?

MR. FRALICK:  The all-in rate that's currently in existence, yes.

MR. SHEPHERD:  Okay.  So you were asked a little bit about this yesterday, but you didn't really answer, and so I'm going to ask you again.  The ministry didn't just call you up one day and say, "We've got this brilliant idea.  Here's a new regulation," right?

MR. FRALICK:  No.

MR. SHEPHERD:  No.  So isn't it true that you in fact went to the government and said if you change the rate smoothing you can get almost a half a billion dollars more this year without a significant rate increase?  Isn't that what actually happened?

MR. FRALICK:  No.  So through the course of the proceeding it started very -- on day one with the presentation day.  We were asked, did you consider smoothing on the basis of customer bill impact, and we had not considered that, but we reflected upon that and included some slides in our presentation day that we gave later in September to show what that could look like, and we articulated why we thought that we were not able to do it, given the current regulation, but we saw some merits in the benefits associated with smoothing on that basis if we were permitted to do so.

Subsequently through the interrogatory process we were asked some questions associated with why is the rate decreasing in 2017, in the best interests of customers.  Board Staff asked us that in number 264.

And then in the transcribed technical conference we were also asked by CCC around what would happen if you held rates flat in 2017, again around why is rate going down in year one a good thing.

So we received a lot of input and we had been reflecting upon it ourselves as to, you know, maybe there is another way to do this that would eliminate some of this volatility and reduce the overall average year-over-year customer bill impact.

So we introduced that to the ministry as an option and they ultimately decided to proceed on it.  Now, they introduced weighted average payment amounts, which was not part of what we had been discussing in terms of customer bill impact methodology, but that's how they ultimately decided to revise the regulation.

MR. SHEPHERD:  So it was your idea.  They found a way to implement it technically, right?

MR. FRALICK:  Yeah, it's their regulation, and they decided to revise it to reflect a method to do it on the basis of weighted average payment amount.

MR. SHEPHERD:  Now, the reason why -- if you go back to page 2 of our materials, the reason why that's a little bit misleading is because it doesn't include the rate riders, right?  So it just deals with the base payment amount, so it's correct as it stands, but it doesn't deal with what actually happens to customers, right?

MR. FRALICK:  Are you talking about your spreadsheet?

MR. SHEPHERD:  Yeah.

MR. FRALICK:  Yeah, this is not how we would calculate WAPA, right, because it excludes the riders, right.

MR. SHEPHERD:  Okay.  So today you have a nuclear rider of 1301 that was ordered in EB-2014-0370?

MR. FRALICK:  Actually, no, that expired at the end of 2016.

MR. SHEPHERD:  Well, that's what I was going to say.  So that terminated December 31st, so you're not charging that right now, right?

MR. FRALICK:  That's not part of our interim rates.

MR. SHEPHERD:  Okay.  I'm going to come back to that.

You have a -- you had a hydro rider that was also ordered in that case, and that also terminated December 31st, 2016, right?

MR. FRALICK:  Correct.

MR. SHEPHERD:  So right now what you're charging is the base payment amounts; is that true?  There are no riders?

MR. FRALICK:  Correct.

MR. SHEPHERD:  So -- and that's going to be true until this Board makes a decision, right?

MR. FRALICK:  Yes.

MR. SHEPHERD:  Then I don't understand how your current proposal is smoothing, because isn't your current proposal actually an increase of 16.48 percent plus -- plus the rider you proposed, plus a rider to capture the deficiency for the first eight months?

MR. FRALICK:  Well, no, because the rate in 2017 that you've included in here is as we've proposed, so if there's any difference aren't you double-counting?

MR. SHEPHERD:  Well, no, this is not including riders, right, so 6029, your weighted average excluding riders, then you have to add the weighted average rider, which is actually 215, don't you?  285 --


MR. FRALICK:  The riders would be incremental, yes.

MR. SHEPHERD:  Okay.  And you're going to collect the past shortfall, right?

MR. FRALICK:  You're talking about the difference between the effective date and --


MR. SHEPHERD:  Yes.

MR. FRALICK:  That's the double-counting I'm thinking -- because that's in this number.

MR. SHEPHERD:  Well, no, because starting in September you've got to get this number plus an additional amount to capture that eight months, right?

MR. FRALICK:  But that eight months is captured in this number.

MR. SHEPHERD:  How is that so?

MR. FRALICK:  Because doesn't this model -- what we're proposing to get?

MR. SHEPHERD:  You've proposed --


MR. FRALICK:  Excluding riders?

MR. SHEPHERD:  -- for example, nuclear, 7639.

MR. FRALICK:  Yes.

MR. SHEPHERD:  As if effective January 1st, right?

MR. FRALICK:  Yes.

MR. SHEPHERD:  So if you're only collecting 5929 from January 1st to August 31st, then that difference, which is about, for both of them, $400 million, you have to collect that starting in September, right?  In addition to this?

MR. FRALICK:  Well, no, because right now we're collecting the 5929, so you've got eight months where we're at 5929, so we're not collecting 7639 now, so your 400 million is captured in that amount.

MR. SHEPHERD:  So -- yeah, so what I'm --


MR. FRALICK:  That's not incremental.

MR. SHEPHERD:  Help me with this.  Just take nuclear, because that's the easiest.  There's -- you're asking the Board to order that effective January 1st you get to collect an additional 17 dollars and 10 cents per megawatt-hour from January 1st onward, right?

MR. FRALICK:  Yes.

MR. SHEPHERD:  But you're only going to collect 5929, right?

MR. FRALICK:  Right.

MR. SHEPHERD:  So you need to get that other $17.10.

MR. FRALICK:  That's right.

MR. SHEPHERD:  You're going to collect that starting in September in addition to the 7639; isn't that right?

MR. FRALICK:  Well, starting in September it would be in addition to that, yes, but if you're looking back to calculating deficiencies and all-in rates, what I'm saying is it's in this number.

MR. SHEPHERD:  It's true, isn't it, that the actual weighted average payment amount starting in September, assuming you get exactly what you want, will be around 67 dollars?

MS. ARSENEAU:  Sorry, are you asking what our proposed weighted average payment is or what it would be if we included an interim period shortfall rider?

MR. SHEPHERD:  Well, are you not asking for an interim period shortfall rider?

MS. ARSENEAU:  I'm just asking you to clarify --


MR. SHEPHERD:  Yes.

MS. ARSENEAU:  -- what your question is.

MR. SHEPHERD:  Yeah.  What you've proposed without riders plus the riders you proposed plus the interim period rate rider.

MS. ARSENEAU:  So, yes, that's what our payments would be whenever the implementation takes effect.  I just, I don't know what the interim period shortfall rider would be, so I can't hypothesize on what the --


MR. SHEPHERD:  Well, it's --


MS. ARSENEAU:  -- weighted average payment amount would be.

MR. SHEPHERD:  You have to collect $400 million over 16 months, right?  It's not complicated.

MS. ARSENEAU:  We have to collect it.  I don't know over what period we would propose to collect it.  I don't know when the effective date and implementation date of the decision will be, so I just, I can't say with certainty what that number would be.

MR. SHEPHERD:  Well, based on the assumptions I've given you, September 1st payment order and a 16-month collection period, which is what you have always done, would you accept subject to check that that's a 67-dollar weighted average payment amount?

MS. ARSENEAU:  Subject to check, sure.

MR. SHEPHERD:  All right.  And so that is an increase of around 30 percent in September.  Isn't that right? 

MS. ARSENEAU:  I can take that subject to check.  I don't know.

MR. SHEPHERD:  I don't understand how this is rate smoothing.  You're looking at it from your point of view; there’s numbers up and down, et cetera.  But from the customer's point of view, it's please give us another 30 percent.  They're already paying you lots.

MR. PUGH:  I think the customers at least were paying that rider up until December, Mr. Shepherd, and they are paying that amount starting in January.  And that's 13 dollars, at least on the nuclear side, plus the hydro rider that they are paying now.

So I think looking at your 30 percent increase might be a little bit excessive.  That might be the double counting. 

MR. SHEPHERD:  Sorry, did you say they are paying it now? 

MR. PUGH:  They are not.  So part of the WAPA is to consider where people were at the start, before we started changing the rates; that's where they started.  They're not paying these riders now, so they're saving that money essentially because they're not paying it.

So to look the what the change is only on the increase plus the interim catch-up rider for the effective date, I think you have to take that into account. 

MR. SHEPHERD:  All right. 

MR. PUGH:  That's what's contemplated by WAPA.

MR. SHEPHERD:  Sorry? 

MR. PUGH:  That's what's contemplated with the calculation period in the rate regulation.  There’s no question that you take that into account.

MR. SHEPHERD:  You'll agree that a customer that has the same usage in August and September will see a 30 percent increase in the OPG portion of their bill, right?  Roughly? 

MR. FRALICK:  I don't believe that's -- if you're talking about a residential customer, I don't believe that's how the RPP works.

MR. SHEPHERD:  I represent the schools, and that 30 percent increase is a lot of money.  When schools come back, they get by the way, can you pay us an extra $2 million, please?  That's right, right?  Or whatever the number is.  Thirty percent, right? 

MR. FRALICK:  However the math works out.

MR. SHEPHERD:  Right.  Just one more thing on the integration of riders and base payment amounts. 

Your proposal assumes that in 2017 and 2018, there's a rate rider of 285 for nuclear and $1.33 for hydroelectric, right? 

MS. ARSENEAU:  Yes, that's correct. 

MR. SHEPHERD:  I'm leaving aside the catch-up, because I'm hoping the Board will order that the effective date doesn't go back to January 1st, and solve that problem a hundred percent. 

But you're also assuming that starting in 2019, there are no payment riders, right? 

MS. ARSENEAU:  No, we have not forecast riders for 2019.

MR. SHEPHERD:  So we see here -- for example on line 24, we see an increase in the base payment amount of 6.14 percent.  That's because the riders that were there drop off and there are no new riders, right? 

MS. ARSENEAU:  That's correct. 

MR. SHEPHERD:  And would you accept, subject to check, that in the nine years, 2008 to 2016, that you’ve been regulated by this Board, on average your weighted average riders has been 4.33 per megawatt-hour?

MS. ARSENEAU:  Subject to check.

MR. SHEPHERD:  It's production weighted, but it's certainly in the ballpark, right? 

MS. ARSENEAU:  Subject to check.

MR. SHEPHERD:  All right.  And it's true that going into a period of very high risk construction, the CRVA could push your riders a lot higher than they've been in the past.  Isn't that reasonable? 

MS. ARSENEAU:  There could be significant entries into the CRVA account, higher or lower. 

MR. SHEPHERD:  I'm looking at this 2019 and I’m thinking you could have a very big increase in 2019.  In addition to the big increase you're asking for now, you could ask for another big increase in 2019, because you're assuming no riders and you virtually never have that? 

MS. ARSENEAU:  There could be riders in 2019, yes.  I don't know what those riders will look like.

MR. SHEPHERD:  In the past, you've always had riders, right?  Has there been a period when you --


MS. ARSENEAU:  I agree, and I suspect it’s likely that there will be riders in 2019.  I just don't know what those riders will look like.

MR. SHEPHERD:  The last thing I want to talk about then, which may take a couple minutes because it's a little bit complicated -- oh, let me just ask one thing about the riders.  I don't want to waste my compendium. 

If you take a look at pages 6 and 7 of our materials, this is your most recent -- this is still up to date, right, this calculation of what you're asking to clear?

MS. ARSENEAU:  Yes, it is up to date. 

MR. SHEPHERD:  So you're going to have more than a billion dollars left -- sorry, you're going to have $750 million at least still left to clear at the end of 2018, right? 

MS. ARSENEAU:  Yes, that's correct. 

MR. SHEPHERD:  Plus whatever else comes through in 2016, '17 and '18, right? 

MS. ARSENEAU:  Yes, that's correct.  The bulk of those amounts are related to the pension and OPEB cost variance accounts.  The amortization periods were approved by the Board in previous proceedings.

MR. SHEPHERD:  Interesting you say that, because I'm looking at page 7 of our materials, and in 2016 your riders for nuclear collected 533 million.  But you're only proposing that they collect this year about -- what?  150 million?  100 million? 

MS. ARSENEAU:  Yes, that's correct. 

MR. SHEPHERD:  So they're actually unusually low this year.  So it's reasonable to assume that they might be higher next time around? 

MS. ARSENEAU:  They could be higher, they could be the same.  I don't know what they will look like in 2019.

MR. SHEPHERD:  Not likely to be lower, right? 

MS. ARSENEAU:  I don't know.

MR. SHEPHERD:  All right.  So I want to talk about what happens if the Board's decision on effective date is not January 1.  And it's a little bit complicated for me and I'm trying to understand how it actually works. 

So let's just assume that the effective date that the Board orders is September 1st, which is the implementation date; let's make it nice and simple.  As I understand it, you're asking for an increase in smoothed rates of $8.53 a megawatt-hour, right?

You can see that in line 23 of page 2 of our materials, 629 minus 5176. 

MS. ARSENEAU:  Excluding riders.

MR. SHEPHERD:  Yes, excluding riders, because you have no riders right now, right?  You're rider free right at this moment? 

MS. ARSENEAU:  Correct. 

MR. SHEPHERD:  Okay.  So for those eight months, there is a smooth rate you've asked for that's 8.53 higher.  And I calculate that assuming you have production of around 48 terawatt-hours in that period -- which is about right, right? 

MR. FRALICK:  You're asking what our production is on a forecast basis from January to September? 

MR. SHEPHERD:  January to August. 

MR. FRALICK:  So the eight months? 

MR. SHEPHERD:  Yes.  I just took two-thirds of your annual, and it seems like -- it’s probably actually a little more, but it's in the ballpark, right? 

MR. FRALICK:  It’s in the ballpark, yes. 

MR. SHEPHERD:  So if I just multiply the two, I get $400 million at smoothed rates that you didn't collect.  And if the Board says the effective date is September 1st, you don't get to collect it, right? 

MR. FRALICK:  That would be correct. 

MR. SHEPHERD:  Okay.  So the question I have, though, is what about the entry to the rate smoothing deferral account, the $170 million that you would otherwise put in that account in the period for those eight months?  Do you lose that, too? 

MR. PUGH:  Mr. Shepherd, I was thinking about what the response was to that question.  So you said we wouldn't get $400 million?  Does that presume the Board decided that our revenue requirement they would approve for that year has been reduced by $400 million?  Is that the premise? 

MR. SHEPHERD:  No, I'm saying the Board determines that your new payment amounts start September 1st and until then, you get what you're getting.

MR. PUGH:  So the Board approved our revenue requirement as proposed.  It just approved the effective start date of the new WAPA amount to be September 1st?

MR. SHEPHERD:  Yes. 

MR. PUGH:  Where would those dollars go? 

MR. SHEPHERD:  Mr. Pugh, before you answer, I know I'm sort of putting you on the spot.  You didn't expect this question, I'm sure. 

If you want to undertake to do a calculation to show the Board, if the Board chooses an effective date of September 1st, what the impact is, if you want to do that by way of undertaking, I'm more than happy to have that.  I'm going to ask for the undertaking anyway, so -- 


MR. SMITH:  We'll do that. 

MR. RICHLER:  Excuse me, Mr. Shepherd. That will be undertaking J23.1.
UNDERTAKING NO. J23.1:  TO DO A CALCULATION TO SHOW THE IMPACT SHOULD THE BOARD CHOOSE AN EFFECTIVE DATE OF SEPTEMBER 1ST

MR. SHEPHERD:  And with thanks for your patience, that's all my questions.

MS. LONG:  Thank you, Mr. Shepherd.  The Panel has no questions.  Mr. Smith, any re-examination?

MR. SMITH:  No re-examination.

MS. LONG:  Then panel, you are excused.  Thank you very much for your evidence.


And that, I believe, concludes the oral-hearing portion of this application.  On behalf of the Panel I would like to thank everybody for their cooperation throughout.  I would like to thank the court-reporting staff for their stamina in the 23 days that they've been with us, and to the two staff from OPG that put our exhibits -- put the exhibits up for us, we thank you very much.  It makes our job a lot easier.

So with that we are adjourned, and we will look forward to OPG's argument in-chief to be filed May 3rd.

Mr. Smith, is there anything else we need to --


MR. SMITH:  No, just by way of update, Madam Chair, throughout the course of the proceedings, just so parties are aware of it, with Mr. Shepherd's undertaking from today I think we're up to 145 undertakings.

We've filed, I gather, in the neighbourhood of 115, and we will have the outstanding balance done by next Friday, so that that should be well in advance of OPG's argument and advance of Board Staff's argument.  I hope that timing is okay.

MS. LONG:  Great.  Very good.

MR. SMITH:  Thank you.

MS. LONG:  Thank you, everyone.
--- Whereupon the hearing adjourned at 10:14 a.m.
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