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CCC Interrogatory #23

Interrogatory

Reference: Exhibit B1/T1/S 2/ p. 3

The proposed cash working capital amount calculated based on the results of the
Navigant Study of ($37.8M) is lower than the average amount of $17.2M reflected in
the previous four nuclear payment amounts applications.

a) Please explain the driver(s) of the proposed negative working capital amount for
the test year, relative to the average positive working capital amount in the previous
four nuclear payment amounts applications.

Response

a) The decrease in the proposed cash working capital amount relative to the previous
payment amounts applications is driven primarily by an increase in HST lead days
from 38.1 days' to 43.21 days,? and higher amount of HST collected on generation
revenues. The HST lead days of 43.21 days are per the Navigant Study (Ex. B1-1-
2, Attachment 1, p. 11). The higher HST collections reflect higher nuclear
generation revenues in 2019, the year used as the basis for cash working capital
calculations for revenue requirement purposes in this application.

1 EB-2007-0905, Ex. B4-1-1, p. 11.
2 Ex. B1-1-2, p. 5.

Witness Panel: Finance and D&V Accounts
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LPMA Interrogatory #1

Interrogatory

Ref: Exhibit B1, Tab 1, Sch. 2, page 2

The evidence states that the net lag days determined in the Navigant study were
applied by OPG to actual financial results for the prescribed nuclear assets for 2019,
which was the most recent available historical year, to calculate the nuclear cash
working capital amount of ($37.8) to be used for the 2020 to 2026 period, as
summarized in Chart 1.

Please provide the calculations that use the net lag days determined in the Navigant
study and the actual financial results for the prescribed nuclear assets for 2019 that
result in the figures shown in Chart 1.

Response

Chart 1 of the referenced exhibit presents nuclear cash working capital of -$37.8M as
the sum of two components: Generation Revenue and HST.

The calculations of the Generation Revenue component can be found in Chart 2 of the
referenced exhibit. In Chart 2, actual 2019 expense amounts in col. (a) are multiplied
by net lead/lag days, as determined by the Navigant Study, in col. (d) and divided by
365 days to determine a cash working capital amount for each expense category. The
sum of these amounts is $14.2M, as shown at col. (e), line 15.

The calculations of the HST component can be found in Chart 3 of the referenced
exhibit, as well as the accompanying explanation at page 5:

The HST lead days are applied to $503.0M (representing HST collected
on generation revenues in 2019) and the HST lag days are applied to
$68.7M (representing estimated HST paid on expenses in 2019) to
determine the total cash working capital amount of ($52.0M) for the HST
component of the nuclear business...

Line 1 of Chart 3 presents the cash working capital amount of -$60.0M associated with
HST collected on generation revenue in 2019. This amount is determined by
multiplying $503.0M by -43.21 days, as determined by the Navigant Study, and dividing
by 365 days. Line 2 of Chart 3 presents the cash working capital amount of $8.0M
associated with estimated HST paid on expenses in 2019. This amount is determined
by multiplying $68.7M by 40.48 lag days, as determined by the Navigant Study, and
dividing by 365 days.

Witness Panel: Finance and D&V Accounts
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LPMA Interrogatory #2

Interrogatory

Ref: Exhibit B1, Tab 1, Sch. 1, Att. 1

In the Introduction and Methodology section, the Navigant report states that “The
dollar- weighted net lag (lag minus lead) days is then divided by 365 (or 366 for

leap years) and then multiplied by the annual test year expenses to determine
the amount of working capital required”. (emphasis added)

OPG has stated (Ex. B1, Tab 1, Sch. 2, page 2) that it used its actual financial results
for 2019 to calculate the cash working capital amount for each of 2020 through 2026.

In Navigant’s experience, is using actual financial historical results rather than
bridge year and test year forecast financial results, common in the calculation of
the cash working capital amount? Please explain fully.

Response

The following response was prepared by Navigant Consulting Inc. (“Navigant”):

Navigant’s preferred methodology involves using both actual financial historical results
and test year forecast financial results in calculating cash working capital. Under this
methodology, the lead/lag days calculated in the study are based on actual historical
results, such as the analysis Navigant performed for OPG in this proceeding, and the
lead/lag days are held constant throughout the test years. The cash working capital
requirement for the test years is calculated using the lead/lag days and forecast
financial results. This is the methodology that Navigant has used for cash working
capital studies filed by several distribution utilities in Ontario.

Navigant understands that, in part due to the small size of its cash working capital
amount in relation to total rate base, OPG’s approach is to apply lead/lag days (held
constant) to revenue and expense information from the most recent available historical
year to calculate the cash working capital amount and that this methodology has been
accepted by the OEB in OPG’s prior proceedings.

Witness Panel: Finance and D&V Accounts
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LPMA Interrogatory #3

Interrogatory

Ref: Exhibit B1, Tab 1, Sch. 1, Att. 1

a) Were there any significant one-time revenues or expenses in 2018 that were
incorporated into the lead/lag analysis that would not be expected to continue over the
2020 through 2026 period? If yes, please highlight any such items.

b) Please confirm that the difference in revenue lags between hydroelectric (35.40
days in Table 13) and nuclear (35.46 days in Table 14) is entirely related to the
weighting factors by month. If this cannot be confirmed, what other difference(s) are
there?

Response

The following response was prepared by Navigant Consulting Inc. (“Navigant”):

a) As discussed at Ex. L-B1-01-LPMA-004, Navigant considered the PILS top-up
payment for the 2017 tax year to be a non-regular item.

b) Confirmed. The ‘Service Period Beginning’, ‘Service Period Ending’, ‘Invoice Date’

and ‘Payment Date’ are identical for hydroelectric and nuclear. The difference is
caused by changes in weighting across months.

Witness Panel: Finance and D&V Accounts
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LPMA Interrogatory #4

Interrogatory

Ref: Exhibit B1, Tab 1, Sch. 1, Att. 1

Section 4.2 states with respect to PILS, OPG made 12 monthly payments in 2018,
along with a one-time top-up payment from the 2017 tax year, which occurred in
February. Table 21 shows this payment amount of $36.9 million with service lead
days of 29.50 which is the mid-point between 1/1/2018 and 2/28/2018.

Please explain why the midpoint of 1/1/2018 to 2/28/2018 was used when the
payment amount was related to 2017. Specifically, why are the service lead days not
greater than 29.50, to reflect some portion of 2017 in the calculation?

Response

The following response was prepared by Navigant Consulting Inc. (“Navigant”):

The objective of a lead-lag study is to model expenses that reasonably reflect forward-
looking business operations through the results period. In this case, Navigant did not
consider the referenced “true-up” payment as a regular payment to be replicable in
future years. Accordingly, Navigant modelled this payment with a midpoint of 1/1/2018
to 2/28/2018, such that its service lead would not have a significant impact on the
overall PILS lead days. Had Navigant modelled the referenced payment with a service
period beginning at the mid-point in 2017, for example, the resulting lead time for PILS
would be 45.4 lead days, compared to 18.7 lead days."

" OPG has estimated that using 45.4 lead days, instead of 18.7 days, for income tax expense would have a very
small impact on the proposed rate base of -$2.4M, based on the cash working capital calculation at Ex. B1-1-2,

Chart 2.

Witness Panel: Finance and D&V Accounts
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LPMA Interrogatory #5

Interrogatory

Ref: Exhibit B1, Tab 1, Sch. 1, Att. 1
Please show how the total expense lead days for bi-weekly payroll (24.50 days) and
monthly payroll (3.59 days) in Table 22 were calculated. In particular, please provide

the service lead days and payment lead days and provide the payment timing with
respect to both bi-weekly and monthly payroll.

Response

The following response was prepared by Navigant Consulting Inc.:

Please see Attachment 1 that provides detailed data tables for the requested payroll
and payroll withholding expenses.

Witness Panel: Finance and D&V Accounts
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Table 1
Bi-Weekly Payroll

=(C-B+1)2 =D-C =F+G =E/ZE =H*I
Total Weighted

Pay Period | Pay Period| Payment Service Lead Paym?nt Lead Weighting Lead

Type Begin End Date Amount () Time Days Lead Time Time Factor Time

Days
Days Days
A B C D E F G H [ J

Payroll 12/7/2017 | 12/20/2017 | 1/4/2018 25,963,419 7.00 15.00 22.00 2.32% 0.51
Payroll 12/21/2017| 1/3/2018 | 1/18/2018 23,722,806 7.00 15.00 22.00 2.12% 0.47
Payroll 1/4/2018 | 1/17/2018 | 2/1/2018 24,808,758 7.00 15.00 22.00 2.22% 0.49
Payroll 1/18/2018 | 1/31/2018 | 2/15/2018 25,143,677 7.00 15.00 22.00 2.25% 0.50
Payroll 2/1/2018 | 2/14/2018 | 3/1/2018 25,157,898 7.00 15.00 22.00 2.25% 0.50
Payroll 2/15/2018 | 2/28/2018 | 3/15/2018 26,577,507 7.00 15.00 22.00 2.38% 0.52
Payroll 3/1/2018 | 3/14/2018 | 3/29/2018 25,293,066 7.00 15.00 22.00 2.26% 0.50
Payroll 3/15/2018 | 3/28/2018 | 4/12/2018 26,104,545 7.00 15.00 22.00 2.34% 0.51
Payroll 3/29/2018 | 4/11/2018 | 4/26/2018 25,493,085 7.00 15.00 22.00 2.28% 0.50
Payroll 4/12/2018 | 4/25/2018 | 5/10/2018 29,274,503 7.00 15.00 22.00 2.62% 0.58
Payroll 4/26/2018 | 5/9/2018 | 5/24/2018 27,693,139 7.00 15.00 22.00 2.48% 0.55
Payroll 5/10/2018 | 5/23/2018 | 6/7/2018 28,461,273 7.00 15.00 22.00 2.55% 0.56
Payroll 5/24/2018 | 6/6/2018 | 6/21/2018 29,289,268 7.00 15.00 22.00 2.62% 0.58
Payroll 6/7/2018 | 6/20/2018 | 7/5/2018 27,591,619 7.00 15.00 22.00 2.47% 0.54
Payroll 6/21/2018 | 7/4/2018 | 7/19/2018 27,706,389 7.00 15.00 22.00 2.48% 0.55
Payroll 7/5/2018 | 7/18/2018 | 8/2/2018 26,056,701 7.00 15.00 22.00 2.33% 0.51
Payroll 7/19/2018 | 8/1/2018 | 8/16/2018 26,051,254 7.00 15.00 22.00 2.33% 0.51
Payroll 8/2/2018 | 8/15/2018 | 8/30/2018 25,841,566 7.00 15.00 22.00 2.31% 0.51
Payroll 8/16/2018 | 8/29/2018 | 9/13/2018 26,018,587 7.00 15.00 22.00 2.33% 0.51
Payroll 8/30/2018 | 9/12/2018 | 9/27/2018 26,491,979 7.00 15.00 22.00 2.37% 0.52
Payroll 9/13/2018 | 9/26/2018 [ 10/11/2018 27,109,059 7.00 15.00 22.00 2.43% 0.53
Payroll 9/27/2018 | 10/10/2018 | 10/25/2018 27,284,771 7.00 15.00 22.00 2.44% 0.54
Payroll 10/11/2018 | 10/24/2018 | 11/8/2018 27,217,595 7.00 15.00 22.00 2.44% 0.54
Payroll 10/25/2018 | 11/7/2018 | 11/22/2018 27,334,629 7.00 15.00 22.00 2.45% 0.54
Payroll 11/8/2018 | 11/21/2018 | 12/6/2018 29,574,782 7.00 15.00 22.00 2.65% 0.58
Payroll 11/22/2018 | 12/5/2018 | 12/20/2018 28,180,720 7.00 15.00 22.00 2.52% 0.56
Withholdings | 12/7/2017 | 12/20/2017 | 1/10/2018 21,242,053 7.00 21.00 28.00 1.90% 0.53
Withholdings | 12/21/2017 | 1/3/2018 | 1/24/2018 23,684,683 7.00 21.00 28.00 2.12% 0.59
Withholdings 1/4/2018 | 1/17/2018 | 2/12/2018 21,270,904 7.00 26.00 33.00 1.90% 0.63
Withholdings | 1/18/2018 | 1/31/2018 | 2/26/2018 22,264,773 7.00 26.00 33.00 1.99% 0.66
Withholdings 2/1/2018 | 2/14/2018 | 3/12/2018 21,584,626 7.00 26.00 33.00 1.93% 0.64
Withholdings | 2/15/2018 | 2/28/2018 | 3/26/2018 23,204,931 7.00 26.00 33.00 2.08% 0.69
Withholdings 3/1/2018 | 3/14/2018 | 4/4/2018 21,469,104 7.00 21.00 28.00 1.92% 0.54
Withholdings | 3/15/2018 | 3/28/2018 | 4/18/2018 20,940,745 7.00 21.00 28.00 1.87% 0.52
Withholdings | 3/29/2018 | 4/11/2018 | 5/3/2018 24,907,688 7.00 22.00 29.00 2.23% 0.65
Withholdings | 4/12/2018 | 4/25/2018 | 5/17/2018 21,699,368 7.00 22.00 29.00 1.94% 0.56
Withholdings | 4/26/2018 | 5/9/2018 6/5/2018 18,064,206 7.00 27.00 34.00 1.62% 0.55
Withholdings | 5/10/2018 | 5/23/2018 | 6/12/2018 16,269,909 7.00 20.00 27.00 1.46% 0.39
Withholdings | 5/24/2018 | 6/6/2018 | 6/26/2018 15,656,751 7.00 20.00 27.00 1.40% 0.38
Withholdings 6/7/2018 | 6/20/2018 | 7/11/2018 12,953,351 7.00 21.00 28.00 1.16% 0.32
Withholdings | 6/21/2018 | 7/4/2018 | 7/25/2018 13,089,343 7.00 21.00 28.00 1.17% 0.33
Withholdings 7/5/2018 | 7/18/2018 | 8/10/2018 11,054,828 7.00 23.00 30.00 0.99% 0.30
Withholdings | 7/19/2018 | 8/1/2018 | 8/24/2018 10,819,712 7.00 23.00 30.00 0.97% 0.29
Withholdings 8/2/2018 | 8/15/2018 | 9/6/2018 10,742,006 7.00 22.00 29.00 0.96% 0.28
Withholdings | 8/16/2018 | 8/29/2018 | 9/19/2018 10,286,227 7.00 21.00 28.00 0.92% 0.26
Withholdings | 8/30/2018 | 9/12/2018 | 10/3/2018 10,824,497 7.00 21.00 28.00 0.97% 0.27
Withholdings | 9/13/2018 | 9/26/2018 [ 10/17/2018 10,917,351 7.00 21.00 28.00 0.98% 0.27
Withholdings | 9/27/2018 | 10/10/2018 | 11/5/2018 11,354,830 7.00 26.00 33.00 1.02% 0.34
Withholdings | 10/11/2018 | 10/24/2018 | 11/19/2018 10,903,237 7.00 26.00 33.00 0.98% 0.32
Withholdings | 10/25/2018 | 11/7/2018 | 12/5/2018 11,299,270 7.00 28.00 35.00 1.01% 0.35
Withholdings | 11/8/2018 | 11/21/2018 | 12/12/2018 13,121,994 7.00 21.00 28.00 1.17% 0.33
Withholdings | 11/22/2018 | 12/5/2018 | 12/28/2018 11,848,104 7.00 23.00 30.00 1.06% 0.32
Total $ 1,116,917,086 100.00% 24.50

* Where applicable, withholdings include both employee and employer portions of remittances
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Table 2
Monthly Payroll

=(C-B+1)2 =D-C =F+G =E/ZE =H~*I
Pa!y Pay Period| Payment Service Lead Paym(_ent Total Lead| Weighting Welghfed
Type Period Amount ($) . Lead Time | . Lead Time

. End Date Time Days Time Days Factor
Begin Days Days
A B C D E F G H | J

Payroll 1/1/2018 | 1/31/2018 | 1/15/2018 7,483,924 15.50 (16.00) (0.50) 5.09% (0.03)
Payroll 2/1/2018 | 2/28/2018 | 2/15/2018 7,099,987 14.00 (13.00) 1.00 4.83% 0.05
Payroll 3/1/2018 | 3/31/2018 | 3/15/2018 7,483,924 15.50 (16.00) (0.50) 5.09% (0.03)

Payroll 4/1/2018 | 4/30/2018 | 4/15/2018 7,829,160 15.00 (15.00) - 5.33% -
Payroll 5/1/2018 | 5/31/2018 | 5/15/2018 7,962,802 15.50 (16.00) (0.50) 5.42% (0.03)

Payroll 6/1/2018 | 6/30/2018 | 6/15/2018 7,627,427 15.00 (15.00) - 5.19% -
Payroll 7/1/2018 | 7/31/2018 | 7/15/2018 7,714,976 15.50 (16.00) (0.50) 5.25% (0.03)
Payroll 8/1/2018 | 8/31/2018 | 8/15/2018 7,783,010 15.50 (16.00) (0.50) 5.30% (0.03)

Payroll 9/1/2018 | 9/30/2018 | 9/15/2018 7,663,288 15.00 (15.00) - 5.22% -
Payroll 10/1/2018( 10/31/2018 | 10/15/2018 7,612,237 15.50 (16.00) (0.50) 5.18% (0.03)

Payroll 11/1/2018( 11/30/2018 | 11/15/2018 7,872,466 15.00 (15.00) - 5.36% -
Payroll 12/1/2018( 12/31/2018 | 12/15/2018 8,995,811 15.50 (16.00) (0.50) 6.12% (0.03)
Withholdings 1/1/2018 | 1/31/2018 | 1/24/2018 7,305,046 15.50 (7.00) 8.50 4.97% 0.42
Withholdings 2/1/2018 | 2/28/2018 | 2/26/2018 6,642,427 14.00 (2.00) 12.00 4.52% 0.54
Withholdings 3/1/2018 | 3/31/2018 | 3/26/2018 5,622,452 15.50 (5.00) 10.50 3.83% 0.40
Withholdings 4/1/2018 | 4/30/2018 | 4/25/2018 4,198,715 15.00 (5.00) 10.00 2.86% 0.29
Withholdings 5/1/2018 | 5/31/2018 | 5/24/2018 3,857,609 15.50 (7.00) 8.50 2.63% 0.22
Withholdings 6/1/2018 | 6/30/2018 | 6/26/2018 3,530,036 15.00 (4.00) 11.00 2.40% 0.26
Withholdings 7/1/2018 | 7/31/2018 | 7/25/2018 3,598,179 15.50 (6.00) 9.50 2.45% 0.23
Withholdings 8/1/2018 | 8/31/2018 | 8/24/2018 3,603,445 15.50 (7.00) 8.50 2.45% 0.21
Withholdings 9/1/2018 | 9/30/2018 | 9/26/2018 3,480,568 15.00 (4.00) 11.00 2.37% 0.26
Withholdings 10/1/2018( 10/31/2018 | 10/24/2018 3,507,850 15.50 (7.00) 8.50 2.39% 0.20
Withholdings 11/1/2018( 11/30/2018 | 11/26/2018 3,645,529 15.00 (4.00) 11.00 2.48% 0.27
Withholdings 12/1/2018( 12/31/2018 | 12/28/2018 4,800,501 15.50 (3.00) 12.50 3.27% 0.41
Total $ 146,921,371 100.00% 3.59

* Where applicable, withholdings include both employee and employer portions of remittances
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LPMA Interrogatory #6

Interrogatory

Ref: Exhibit B1, Tab 1, Sch. 1, Att. 1

a) Please explain and provide all relevant calculations and assumptions used
to arrive atthe (43.21) Nuclear HST lead time days shown in Table 10.

b) Under the statutory approach used, are the HST lead times days based on the
invoice date or the payment date?

c) How does that the calculation of the Nuclear NST lead time days tie back into
the invoice and payment days shown in Table 14?

Response

The following responses were prepared by Navigant Consulting Inc. (“Navigant”):

a) Please see Attachment 1 that provides detailed data tables for the requested
Nuclear Revenue HST lead time days calculations. The following calculations were

performed by Navigant to arrive at the resulting lead time:

e ‘HST Benefit Days’ — calculated as ‘HST Collection Date’ minus ‘HST

Remittance Date’

e ‘Weighting’ — calculated as monthly payment amount divided by total annual

payment amount

e ‘HST Weighted’ — calculated as column ‘HST Benefit Days’ multiplied by

‘Weighting’

b) The statutory approach was not used in the calculation of HST lead time days for
revenues. As noted above, the HST lead times for revenues are calculated based

on the HST Remittance Date and HST Collection Date, both per OPG records.

c) The HST Collection Date column in Attachment 1 corresponds to the Payment Date
column for the invoices identified in Table 14. Although included for reference in
Attachment 1, the Invoice Date in Table 14 does not enter the calculation of the

HST lead time days.

Witness Panel: Finance and D&V Accounts
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Table 1
Revenue HST Lead Time

=D-C =F/3F =E*G

Period Begin Period End |Invoice Date|HST Remittance Date |HST Collection Date | HST Benefit Days | Payment Amount | Weighting | HST Weighted

A B C D E F G H |

Dec-17 12/1/2017 | 2/14/2018 2/28/2018 1/19/2018 -40.00 25,756,681 7% -2.67
Jan-18 1/31/2018 | 3/14/2018 3/31/2018 2/21/2018 -38.00 27,402,161 7% -2.69
Feb-18 2/28/2018 | 4/16/2018 5/4/2018 3/20/2018 -45.00 24,609,159 6% -2.86
Mar-18 3/31/2018 | 5/14/2018 6/4/2018 4/20/2018 -45.00 33,917,404 9% -3.95
Apr-18 4/30/2018 | 6/14/2018 7/3/2018 5/18/2018 -46.00 29,745,049 8% -3.54
May-18 5/31/2018 | 7/16/2018 8/7/2018 6/20/2018 -48.00 30,979,179 8% -3.85
Jun-18 6/30/2018 | 8/15/2018 9/4/2018 7/20/2018 -46.00 28,756,740 7% -3.42
Jul-18 7/31/2018 | 9/17/2018 10/1/2018 8/21/2018 -41.00 35,313,849 9% -3.75
Aug-18 8/31/2018 | 10/15/2018 11/5/2018 9/21/2018 -45.00 38,627,841 10% -4.50
Sep-18 9/30/2018 | 11/15/2018 11/30/2018 10/19/2018 -42.00 35,578,708 9% -3.87
Oct-18 10/31/2018|12/14/2018 12/28/2018 11/21/2018 -37.00 38,955,245 10% -3.73
Nov-18 11/30/2018| 1/15/2019 2/4/2019 12/20/2018 -46.00 36,899,493 10% -4.39
Total $386,541,510.28 100% -43.21

* Invoice Date is not used in the calculation of the HST weighted time and is included for reference - the HST weighted time is calcualted based upon the HST Remittance
Date and the HST Collection Date
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SEC Interrogatory #16

Interrogatory

Reference: B1

Please provide a list of all capital projects, between 2022 and 2026 that OPG believes
are subject to the Nuclear Capacity Refurbishment Variance Account due to O. Reg.
53/05. For each, please provide the project name, the date they are expected to go in-
service, the forecast cost, and a summary of why OPG believes they meet the
requirements under O. Reg. 53/05.

Response

The Darlington Refurbishment Program comprises the only nuclear projects with
forecasted capital amounts placed in service during the 2022-2026 period that are
subject to the Capacity Refurbishment Variance Account. Darlington Refurbishment
Program details, including project names, planned in-service dates, and forecast costs,
are included at Ex. D2-2-9, Tables 2, 3, and 4."

Treating Darlington Refurbishment Program projects as CRVA-eligible is in
accordance with O. Reg. 53/05, Section 6(2)4.

" One exception is that Table 4 (Darlington Refurbishment Program projects with total costs less than $5M) does
not contain planned in-service dates for projects totaling $3.0M over the IR term. Project names can be found in
L-D2-02-AMPCO-078.

Witness Panel: Finance and D&V Accounts
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Prescribed Facility Rate Base - Nuclear ($M)

Flled: 2021-04-19
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Line 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
No. Rate Base Iltem Actual Actual Actual Actual Actual Budget Plan Plan Plan Plan Plan
(a) (b) (c) (d) (e) (f) (9) (h) (i) 1) (k)
1 |Gross Plant at Cost' 65702 | 7,0846| 77322| 81285| 11,5432 | 139353 | 14,197.9| 14,7813 | 17,8263 | 19,637.9| 21,077.4
p |Accumulated Depreciation 3,801.0 | 4,203.6| 44886| 47655| 51568| 56552| 6,165.8| 66781 | 7.2032| 7,7534| 829856
and Amortization
3 |Net Plant’ 26792 | 2,881.0| 32436| 3,363.1| 63864| 82801 80321| 8103.1| 10,6231 | 11,884.4| 12,778.9
4 |cash Working Capital? 0.3 11.5 23 @.1) (37.8) (37.8) (37.8) (37.8) (37.8) (37.8) (37.8)
5 |Fuel Inventory? 290.1 2706 259.0 2247 193.6 190.6 208.7 209.8 189.8 185.9 178.5
6 |Materials & Supplies? 434.0 446 4 4496 463.6 486.7 508.7 517.3 5135 485.6 435.9 3925
7 |Total 34036 | 3,6095| 39544| 40472 70200| 89418| 87204| 87887| 11,260.7| 12,4685 | 13,312.0
Notes:

1 From Ex. B3-1-1, Table 1 and 2 except for 2020 Actuals, which are from Ex. L-A1-2-Staff-002, Att. 1, Table 2 and Table 3.

2 From Ex. B3-5-1, Table 1 and 2, except for 2020 Actual, which is from Ex. L-A1-2-Staff-002, Att.1, Table 4.
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SEC Interrogatory #17

Interrogatory

Reference: B1-1-1

Please update Table 2 to include 2020 actuals.

Response

See Attachment 1.
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Board Staff Interrogatory #24

Interrogatory

Reference:
Exhibit B1/ Tab 1/ Schedule 1/ p. 2 / Footnote 1

Preamble:

Footnote 1 states that the $84.5 million amount is calculated as: Exhibit B3 / Tab 3 /
Schedule 1/ Table 2 / Column (c) / Line 2 less Exhibit B3/ Tab 4 / Schedule 1 / Table
2 [/ Column (d) / Line 18.

OEB staff was unable to reproduce the $84.5 million value based on the citations
provided in Footnote 1.
Question(s):

a) Please provide a table that shows how the $84.5 million value was derived and
includes the numbers used in the derivation. Where applicable, please include
citations to applicable tables and cells elsewhere in the application.

Response

The calculation in Footnote 1 referenced in the preamble results in an amount of
$96.1M. The net adjustment was derived as the adjustment of $134.6M to gross plant
at Ex. B3-3-1, Table 2, line 2, col. (c), less the adjustment of $38.5M to accumulated
depreciation and amortization at Ex. B3-4-1, Table 2, line 18, col. (d). The reference to
$84.5M at Ex. B1-1-1, p. 2, line 9 is in error.

In the course of preparing this response, OPG discovered an error in the calculation of
the accumulated depreciation and amortization adjustment presented at Ex. B3-4-1,
Table 2, line 18, col. (d). The correct amount is $36.3M, versus $38.5M. The
corresponding correct amount of the net adjustment is $98.3M, versus $96.1M, as
shown in Chart 1 below.

Witness Panel: Finance and D&V Accounts
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Chart 1: DRP-Related Downward Adjustment to Rate Base ($M)

Line Accumulated
No Note | Gross Plant Depreciation Net Plant
(a) (b) (c)
1 |DRP Amounts per EB-2016-0152 PAO 1 5,472.2 400.9 5,071.3
2 |DRP Amounts per EB-2020-0290 (excluding D20) 2 5,592.2 434.3 5,158.0
3 DRP-related Adjustment (line 1 - line 2) (120.0) (33.3) (86.7)
4 |D20 Amounts per EB-2020-0290 3 14.6 3.0 11.6
5 |Adjustment (line 3 - line 4) (134.6) (36.3) (98.3)
1 Col. (a) is from EB-2016-0152 PAO, Table 9, col. (e), line 42. Col. (b) is from EB-2016-0152 PAO, Table 10,
col. (d), line 42.

2 Col. (a) is from Ex. B3-3-1, Table 1, col. (e), line 42. Col. (b) is from Ex. B3-4-1, Table 2, col. (e), line 10.
3 Col. (a) is from Ex. B3-3-1, Table 1, col. (a), line 3. Col. (b) is accumulated depreciation for the D20 storage

project.

OPG will correct the downward adjustment as described above in preparing the draft
payment amounts order.

Witness Panel: Finance and D&V Accounts
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Board Staff Interrogatory #25

Interrogatory

Reference:
Exhibit B1/ Tab 1/ Schedule 1/p. 3

Preamble:

OPG stated that by 2021, the non-DRP net plant rate base is projected to be $558.1
million higher than the OEB-approved amount, primarily due to cumulatively higher
non-DRP capital in-service additions for the Darlington NGS.

Question(s):

a) Please provide a table that compares OEB-approved in-service amounts to actual
in-service amounts between 2016 and 2021, distinguishing between DRP and non-
DRP values.

b) With reference to the table requested in (a) above, please clarify how the $558.1
million variance by 2021 was derived.

c) Please confirm whether “by 2021” in the above quote means the end of 2021 or
end of 2020. Please also confirm whether the $558.1 million is included in the
opening 2021 or 2022 rate base amount.

Response

a) The requested table is provided as Chart 1 below. The 2021 information shown is
the budgeted amount, and the 2016 information shown is the amount reflected in
the rate base values approved in the EB-2016-0152 Payment Amounts Order
(there is no “OEB-approved” value for 2016).

Witness Panel: Finance and D&V Accounts
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Chart 1:
Comparison of In-Service Amounts, 2016-2021
OEB-Approved Actual/Budgeted Differences
Line
No Year DRP Non-DRP| Total DRP Non-DRP| Total DRP |Non-DRP| Total
E)] (b) (c) (d) (e) () (9) (h) 0]
1 2016 350.4 295.3 645.7 324.4 295.3 619.7 (26.0) - (26.0)
2 2017 8.5 452.9 461.4 305.9 472.3 778.2 297.4 19.4 316.8
3 2018 8.9 334.9 343.8 34.5 423.6 458.0 25.6 88.6 114.2
4 2019 - 353.7 353.7 336.9 368.2 705.1 336.9 14.5 351.4
5 2020 4,809.2 2244 | 5,033.7| 4,787.4 333.1 5,120.4 (21.9) 108.7 86.8
6 2021 0.4 166.3 166.8 8.6 390.6 399.2 8.2 224.2 232.4
Note:

2016 OEB-approved in-service amounts per EB-2016-0152, Ex. J21.1, Att. 2, Table 4, lines 22-26.
2017 to 2021 OEB-approved in-service amounts (cols. (a)-(c)) per EB-2016-0152 PAO, App. A, Table 9, col. (b).
2016 to 2019 actual and 2021 budgeted in-service amounts (cols. (d)-(f)) per Ex. B3-3-1, Table 1, col. (b). 2020
actual in-service amounts per Ex. L-0-X-Staff-002.

b) The $558.1M amount cited in the preamble is the variance in the 2021 net plant
rate base, excluding the Darlington Refurbishment Program (“DRP”) and asset
retirement costs. The derivation of the amount is presented in Chart 2 below.

Witness Panel: Finance and D&V Accounts
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2021 Net Plant Rate Base (EB-2016-0152 Approved vs. EB-2020-0290 Projected)

Line Accumulated
No Gross Plant | Depreciation | Net Plant
(a) (b) (c)
EB-2016-0152 Approved:'
1 |Nuclear - Excluding Asset Retirement Costs 10,787.9 3,953.1 6,834.8
2 |Darlington Refurbishment Program 5,472.0 317.5 5,154.5
3 |Non-DRP Total 5,315.9 3,635.6 1,680.2
EB-2020-0290 Projected:’
4 |Nuclear - Excluding Asset Retirement Costs 11,628.4 3,672.4 7,956.0
5 |Darlington Refurbishment Program - Excluding D20 5,587.9 341.2 5,246.7
6 |Heavy Water Storage Facility (D20) 509.3 38.4 470.9
7 |Non-DRP Total (line 4 - line 5 - line 6) 5,531.1 3,292.7 2,238.4
8 |Difference (line 7 - line 3) 215.2 (342.9) 558.1
Notes

1

Col. (a) is from EB-2016-0152 PAO, App. A, Table 9, col. (f). Col. (b) is from EB-2016-0152 PAO, App.

A, Table 10, col. (e).

2 Col. (a) is from Ex. B3-1-1, Table 1, col. (g). Col. (b) is from Ex. B3-1-1, Table 1, col. (h).

c) “By 2021” refers to the net plant rate base for 2021 as determined using the rate base
methodology described at Ex. B1-1-1, Section 3.1.2. Thus, the net plant rate base for 2021
is projected to be $558.1M higher than the OEB-approved amount.

Witness Panel: Finance and D&V Accounts






O~NOOOTA~ WN =

B W WWWWWWWWWNDNNDNDDNDNNNNN_22 =22 a aA A aQ
QWO NOOD AP WN-_0DO0CONOOODAPRPRWON_O0COCO0O0ONOOOPRWN-~OOO

Filed: 2021-04-19
EB-2020-0290
Exhibit L
B1-01-Staff-026
Page 1 of 3

Board Staff Interrogatory #26

Interrogatory

Reference:

Exhibit B1/ Tab 1/ Schedule 1/p. 3

Exhibit B3/ Tab 1 / Schedule 1/ Tables 1 and 2
Exhibit B3/ Tab 2 / Schedule 1 / Table 2

Preamble:

The first reference above states adjusting for the D20 Storage Project not included in
the 2017-2021 rate base and excluding nuclear asset retirement costs (ARC), rate
base is forecasted to be $650.3 million higher than the OEB-approved value by 2021.
On the same basis, for 2019, the actual rate base is $340.8 million higher than the
OEB-approved value.

OPG did not provide citations to show how the values above were derived and OEB
staff was unable to reproduce the values above based on the second and third
references above.

Question(s):

a) Please provide a table that shows how the $650.3 million and $340.8 million values
were derived and includes the numbers used in the derivations. Where applicable,
please include citations to applicable tables and cells elsewhere in the application.

Response

The rate base variance of $340.8M as of 2019 and $650.3M projected as of 2021 is
intended to represent the difference between the corresponding net plant rate base
approved in EB-2016-0152 to actual/projected net plant rate base provided in this
application, adjusting for the D20 Storage Project not included in the EB-2016-0152
rate base and excluding asset retirement costs (“ARC”). In the course of preparing this
response, OPG discovered an error in this calculation. The calculation that determined
variances of $340.8M and $650.3M incorrectly removed the entire rate base
associated with the D20 Storage Project rather than the portion not included in the
2017-2021 approved rate base.! The corrected calculations set out in Charts 1 and 2
below provide the variance of $353.7M for 2019 and $661.9M for 2021. For clarity,

" As noted at Ex. B1-1-1, p. 2, footnote 2, an amount of $14.6M was placed in service in 2014 for the D20 Storage
Project and was reflected in the approved rate base in EB-2016-0152.

Witness Panel: Finance and D&V Accounts
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there is no impact of this correction on the proposed rate base values in this
application.

Chart 1
2019 Net Plant Rate Base Excluding ARC and D20 Storage Project
(EB-2016-0152 Approved vs. EB-2020-0290 Actual)

Line Accumulated
No Gross Plant | Depreciation Net Plant
(a) (b) (c)
1 |OEB-Approved Net Plant Rate Base' 5,493.9 3,148.1 2,345.8

Actual Net Plant Rate Base

2 |Net Plant Rate Base - Excluding ARC? 5,821.6 2,946.9 2,874.6

3 |Heavy Water Storage Facility (D20)* 186.7 11.7 175.1

4 |Actual Net Plant Rate Base (line 2 - line 3) 5,634.8 2,935.3 2,699.5

5 |Difference (line 4 - line 1) 140.9 (212.8) 353.7
Notes

1 Col. (a) is EB-2016-0152 PAO, App. A, Table 9, col. (f), line 28. Col. (b) is from EB-2016-0152
PAO, App. A, Table 10, col. (e), line 28.

2 Col. (a) is from Ex. B3-1-1, Table 1, col. (a), line 14. Col. (b) is from Ex. B3-1-1, Table 1, col.
(b), line 14.

3 Col. (a) is from Ex. B3-1-1, Table 1, col. (a), line 11. Col. (b) is from Ex. B3-1-1, Table 1, col.
(b), line 11. Cols. (a) and (b) are adjusted for D20 amounts already included in rate base,
consistent with Ex. L-B1-01-Staff-024, Chart 1, line 4.

Witness Panel: Finance and D&V Accounts
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Chart 2
2021 Net Plant Rate Base Excluding ARC and D20 Storage Project
(EB-2016-0152 Approved vs. EB-2020-0290 Projected)
Line Accumulated
No Gross Plant | Depreciation | Net Plant
(a) (b) (c)
1 |OEB-Approved Net Plant Rate Base' 10,787.9 3,953.1 6,834.8
Projected Net Plant Rate Base
2 |Net Plant Rate Base - Excluding ARC? 11,628.4 3,672.4 7,956.0
3 |Heavy Water Storage Facility (D20)3 494.7 35.4 459.3
4 |Projected Net Plant Rate Base (line 2 - line 3) 11,133.7 3,637.0 7,496.7
5 |Difference (line 4 - line 1) 345.8 (316.1) 661.9

Notes

1 Col. (a) is from EB-2016-0152 PAO, App. A, Table 9, col. (f), line 48. Col. (b) is from EB-2016-
0152 PAO, App. A, Table 10, col. (e), line 48.

2 Col. (a)is from Ex. B3-1-1, Table 1, col. (g), line 14. Col. (b) is from Ex. B3-1-1, Table 1, col.
(h), line 14.

3 Col. (a) is from Ex. B3-1-1, Table 1, col. (g), line 11. Col. (b) is from Ex. B3-1-1, Table 1, col.
(h), line 11. Cols. (a) and (b) are adjusted for D20 amounts already included in rate base,
consistent with Ex. L-B1-01-Staff-024, Chart 1, line 4.
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Board Staff Interrogatory #27

Interrogatory

Reference:
Exhibit B1/ Tab 1/ Schedule 1/p. 5

Preamble:

OPG stated that a downward adjustment to the gross plant and accumulated
depreciation and amortization amounts is included in the continuity schedules for 2022
to effect OPG’s proposal of limiting the DRP-related net plant in rate base for projects
completed prior to 2022 to the values approved in OPG’s 2017-2021 Payment
Amounts Proceeding as of December 31, 2021.

Question(s):

a) Please advise where in the evidence the downward adjustment, referenced above,
is found and please state the value of the downward adjustment.

b) Please provide the derivation of the downward adjustment value.

Response

a) The downward adjustment to gross plant is presented at Ex. B1-1-1, p. 5, line 22
and Ex. B3-3-1, Table 2, col. (c), line 22. This value is $134.6M.

The downward adjustment to accumulated depreciation and amortization is
presented at Ex. B1-1-1, p. 5, line 24 and Ex. B3-4-1, Table 2, col. (d), line 18. This
is shown as $38.5M. However, as noted at Ex. L-B1-01-Staff-024, OPG has
discovered an error in the calculation of this adjustment; the correct adjustment is
$36.3M. OPG will reflect the corrected value in the draft payment amounts order.

b) See Ex. L-B1-01-Staff-024, Chart 1.

Witness Panel: Finance and D&V Accounts
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Interrogatory

Reference:
Exhibit B1 / Tab 1 / Schedule 1 / Chart 1
Exhibit B3/ Tab 3 / Schedule 1/ Tables 1 and 2
Exhibit D2 / Tab 1 / Schedule 3 / Table 4b
Exhibit D2 / Tab 2 / Schedule 9 / Tables 5a and 5b
Exhibit D3 / Tab 1 / Schedule 2 / Tables 5a and 5b

Preamble:

Board Staff Interrogatory #28

Filed: 2021-04-19
EB-2020-0290
Exhibit L
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Page 1 of 1

Based on the above references, OEB staff derived the chart below that shows nuclear
capital in-service additions between 2016 and 2026.

(a)

(b)

(c)

(d)

(e)

)

(9)

(h

(k)

Line

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

2026

No Actual Actual Actual Actual Budget | Budget Plan Plan Plan Plan Plan
1 |Nuclear operations capital projects (1 286.4 464 4 390.3 3261 2822 3318 4343 4616 489.0 4773 3483
2 |Darlington Refurbishment Program (2 3244 3059 345 336.9 47966 86 0.0 14 2,505.5 1,907.3 2,028.3
5 Support services capital projects entering nuclear 8.9 80 133 420 38 58.8 683 280 244 478 30.9

rate base (3
4 |Total nuclear in-service additions, excl. ARC (« 619.6 778.2 458.0 7051 5122.7 399.2 502.6 501.0 3,028.9 24325 2,407.5

Notes: OEB staff based on: (1) D2-1-3 Table 4a, line 26 and Table 4b, lines 38 & 52; (2) D2-2-9 Table
5a, line 20 and Table 5b, lines 33 & 46; (3) D3-1-2 Table 5a, sum of lines 9 & 11; Table 5b, sum of lines
17 & 19 and sum of lines 25 & 27; (4) B3-3-1 Tables 1 & 2, col. (b); and B1-1-1 Chart 1.

Question(s):

a) Please confirm the values in the chart above.

b) If OEB staff’s calculation is incorrect, please provide a corrected version. Where
applicable, please include citations to applicable tables and cells elsewhere in the

application.

Response

a) Confirmed (subject to minor rounding differences of up to $0.1M).

b)

Witness Panel: Finance and D&V Accounts

Not applicable.







O~NOOOTA~ WN =

- a a
N -~ O ©

13

15
16
17
18
19
20
21
22
23
24

Interrogatory

Reference:

Exhibit B1/ Tab 1 / Schedule 1 / Table 1

Board Staff Interrogatory #29

Exhibit B3/ Tab 1 / Schedule 1/ Tables 1 and 2

Preamble:

OEB staff derived the following rate base table from the references above.

(@)

(b)

(c)

)

(e)

®

Q)

Filed: 2021-04-19
EB-2020-0290
Exhibit L
B1-01-Staff-029
Page 1 of 1

(h)

(i)

Q)

(k)

Prescribed Facility Category/Rate Base ltem Line 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
o Actual Actual  Actual  Actual  Budget  Budget Plan Plan Plan Plan Plan
1 Gross 11524 1,339.4 15803 18748 21002 23777 26922 31661  3,660.4 40811 45118
Darlington NGS 2 Accumulated Depreciation 392.3 4275 468.0 516.1 577.9 656.0 748.5 860.1 992.4 1,144.0 1,310.9
3 Net 760.1 o119 11122 13587  1,5223 17217 19437 23059  2668.0 29371 32009
4 Gross 362.3 638.0 767.7 7929 358901  5587.9 54576 54583  7,963.8 93156  10,294.5
Darlington Refurbishment Program 5 Accumulated Depreciation 215 43.4 74.1 108.2 186.8 341.2 478.2 643.1 851.2 1,127.1 1,445.3
5 Net 340.8 594.6 693.6 684.7 34023 52467 49794 48152  7,1126 81885  8,849.1
7 Gross 14.6 1746 174.6 201.4 502.4 509.3 509.3 509.3 509.3 509.3 509.3
Heavy Water Storage Facility (D20) 8 Accumulated Depreciation 0.7 313 8.1 134 236 384 53.4 68.4 83.3 98.3 1133
9 Net 13.9 171.3 166.5 188.0 478.9 4709 4559 441.0 426.0 411.0 396.1
0 Gross 22352 23466 24733 25387 25968 26438 26635 26705 26716 26720 26721
Pickering NGS 1 Accumulated Depreciation 15707 17304 1,875.1 19945 21187 22551 24027 25176 2598 26333 26334
12 Net 664.5 616.2 598.2 544.2 478.1 388.7 260.8 152.9 76.8 38.7 38.7
15 Gross 384.0 4226 429.3 413.8 445.7 509.6 568.3 670.1 714.2 752.9 782.7
Operations and Project Support 14 Accumulated Depreciation 309.8 340.8 326.9 314.7 348.9 381.6 418.0 457.6 499.7 542.0 583.2
15 Net 74.2 81.8 102.4 99.1 96.8 128.0 150.3 2124 2145 210.9 199.5
16 Gross 4,148.6 4,921.3 5425.2 5,821.6 92343 11,6284 11,891.0 124743 15519.4 17,3309 18,7704
Nuclear, Excluding Asset Retirement Costs 17 Accumulated Depreciation 2,295.1 2,545.4 2,752.3 2,946.9 3,255.9 3,672.4 41009  4546.8 5,021.4 5,544.6 6,086.1
5 Net 1,853.5  2,3759 26729 28746 59784  7,956.0  7,7904  7,927.5 10,4979  11,786.3 12,6843
1 Gross 24217 21633 23070 23070 23070 23070 23070 23070  2307.0 23070  2307.0
Asset Retirement Costs 20 Accumulated Depreciation 1,596.0 1,658.2 17364 18185 1,900.7 19828 20650 21313  2,181.8 22089 22124
21 Net 825.7 505.1 570.6 488.5 406.3 3241 242.0 175.7 125.1 98.1 94.6
2 Gross 65702 70845  7,7322 81286 11,5412 13,9353 14,197.9 147813 17,8263  19637.9 21,0774
Nuclear, Including Asset Retirement Costs 23 Accumulated Depreciation 3,891.0 4,203.6 4,488.6 4,765.4 5,156.6 5,655.1 6,165.8 6,678.1 7,203.2 7,753.6 8,298.5
24 Net 26792 238809  3,243.5 373632 63847 82801 80321 81031 10623.0 118843 12,778.9
25 Cash Working Capital 0.3 15 23 4.1 -37.8 -37.8 378 -37.8 -37.8 -37.8 378
Working Capital 2 Fuel Inventory 290.1 270.6 259 224.7 190.9 190.6 208.7 209.8 189.8 185.9 1785
27 Materials & Supplies 434 446.4 449.6 4636 494.8 508.7 517.3 513.5 4856 4359 392.5
28 Total Working Capital 724.4 728.5 710.9 684.2 647.9 661.5 688.2 685.5 637.6 584 533.2
Net Nuclear, Including Net Asset Retirement .., 34036 36095 39544 40472  7,0326 89418 87204 87887 11,2607 12,4685 133120

Costs and Working Capital

Question(s):

a) Please confirm the accuracy of OEB staff's chart or provide a corrected version. If
a corrected version is provided, please include citations to applicable tables and
cells elsewhere in the application.

Response

a) Confirmed (subject to minor rounding differences of up to $0.1M).

Witness Panel: Finance and D&V Accounts
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Board Staff Interrogatory #30

Interrogatory

Reference:
Exhibit B1/ Tab 1/ Schedule 1/p. 5

Preamble:

OPG stated that the net fixed / intangible asset portion of rate base is determined using
a mid-year average methodology. For large in-service additions or adjustments, where
the in-service addition amount or the amount of an adjustment exceeds $50 million,
the month in which the addition or adjustment is reflected is used, instead of a mid-
year average, to improve accuracy. There are nine nuclear in-service additions
forecasted during the bridge years and Custom IR term in the amount of greater than
$50 million.

Question(s):

a) Please provide rationale supporting the $50 million cut-off applied to in-service
additions for using a monthly approach to calculating rate base.

b) Please confirm that the $50 million cut-off is applied to the annual in-service
addition amount (and is not based on the total cost of the capital project).

c) For any capital project (both DRP-related and nuclear operations-related) that has
an in-service addition amount in any year during the 2022-2026 Custom IR term
that is greater than $5 million, please provide:

i. The name of the project

ii. The in-service amount in each year of the 2022-2026 Custom IR term where
the in-service amount is greater than $5 million

iii. The month in which the greater than $5 million asset is placed in service for
each year noted in the response to part (c —ii)

Response

a) The threshold of $50M for applying the monthly approach to rate base calculations
represents OPG’s historical practice in use since its first cost-based application in
EB-2007-0905, when it was first accepted by the OEB in the determination of rate
base. Given the additional complexity to the rate base calculations presented by

Witness Panel: Finance and D&V Accounts





O~NOOOT A WN =

NN A
QO OVWoONOOOPWN-~O0OO

b)

Filed: 2021-04-19
EB-2020-0290
Exhibit L
B1-01-Staff-030
Page 2 of 2

the application of the monthly approach, OPG selected the threshold to be a
relatively higher value so as to achieve increased precision for more material
impacts, while keeping the instances of such calculations to a manageable level.

For context, OPG estimates that for each $50M in-service amount, using the
monthly approach over a mid-year average improves the precision of the revenue
requirement by about $2M. The impact is correspondingly lower for an in-service
amount lower than $50M.

Confirmed, with a further clarification that the $50M threshold is applied to each
individual in-service addition during a year. For example, this means that if there is
a project with a major in-service addition over $50M in one month of the year and
a smaller in-service addition of less than $50M later in the year, such as close-out
costs, only the major in-service addition would be subject to the monthly approach.

OPG does not plan capital in-service additions below the $50M threshold by month
beyond the budget year; such amounts are assumed to be placed in service at the
mid-point of the year.! Accordingly, the requested information for amounts below
$50M is not available. Such information for capital amounts over $50M is provided
at Ex. B3-3-1, Table 2a, Note 1 for the 2022-2026 period.

" Ex. A2-2-1, Attachment 2, p. 18.

Witness Panel: Finance and D&V Accounts
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Board Staff Interrogatory #33

Interrogatory

Reference:
EB-2016-0152 / Exhibit B1 / Tab 1 / Schedule 1/ p. 1
Exhibit B1/ Tab 1/ Schedule 2/ p. 6

Preamble:

In its 2017-2021 Payment Amounts Proceeding, OPG stated that it continued to rely
on its existing lead / lag methodology as the basis of the cash working capital given
that: (1) the OEB accepted OPG’s cash working capital calculation in the previous three
hearings; (2) the amount of cash working capital remains very small relative to the
overall size of rate base; (3) OPG’s two main lead / lag day drivers (revenue from
electricity generation and labour costs) are relatively stable; and (4) the OEB’s existing
filing guidelines did not contemplate a new lead / lag study.

OPG stated that the passage of time since the original lead / lag study was conducted
(2006) supported an updated assessment of the lead / lag days used to determine the
cash working capital allowance.

Question(s):

a) Other than the passage of time since 2006, please detail the reasons / drivers
warranting the need to update to the lead / lag days used to determine the cash
working capital allowance. Please provide reasoning for the need to update with
consideration to the reasoning provided in the 2017-2021 Payment Amounts
Proceeding for not updating the lead / lag methodology.

Response

a) OPG did not have another reason to update the lead / lag assessment other than
to provide more updated information as a result of the passage of time compared
to its last cost-based application in EB-2016-0152. The four reasons OPG cited in
EB-2016-0152 for continuing to rely on the original lead / lag assessment, as
referenced in the preamble, were valid at the time and remain valid, including after
the update reflected in this application. However, OPG believes that, while it would
have been acceptable to continue to rely on the original assessment, using the

' EB-2011-0286.

Witness Panel: Finance and D&V Accounts
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updated information is inherently more accurate, particularly as the original study
was conducted approximately 15 years prior to the filing of this application and will
be approximately 20 years old by the end of the 2022-2026 IR term. As such, OPG
decided it was appropriate to perform an updated analysis in support of its evidence
in this proceeding.

Witness Panel: Finance and D&V Accounts
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Board Staff Interrogatory #34

Interrogatory

Reference:
Exhibit B1 / Tab 1/ Schedule 2/ p. 4

Preamble:

OPG retained Navigant Consulting Inc. (Navigant) to conduct a study on OPG’s lead /
lag days for cash working capital purposes. OPG stated that the types of costs
Navigant determined should be included in the analysis are consistent with those in
the previous lead / lag study, with the exception of interest on long-term debt.

Question(s):

a) Please explain why Navigant’s inclusion of interest on long-term debt in the analysis
is appropriate.

b) Please explain any other key differences or revised assumptions used in the lead /
lag study conducted by Navigant when compared to the original lead / lag study
conducted by OPG in 2006. Please indicate how / why such revisions are
appropriate.

Response

a) The following response was prepared by Navigant Consulting Inc.:

The purpose of a working capital study is to model revenues and expenses to
calculate the funds required to finance the day-to-day operations of an entity.
Interest on long-term debt is an expense incurred by OPG that factors into these
day-to-day operations. Navigant has included interest on debt (short term and long
term) in its working capital studies filed with the OEB for utilities across Ontario.

a) There are no other key differences between the two studies. For clarity, as noted
in Ex. B1-1-2, p. 2, footnote 4, Other Revenue component of cash working capital

Witness Panel: Finance and D&V Accounts
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that was presented in prior applications based on the 2006 study was not studied
for materiality reasons and therefore has been excluded.’

"In EB-2016-0152, Other Revenue accounted for a total of $1.2M in cash working capital, including the HST
component.

Witness Panel: Finance and D&V Accounts
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Board Staff Interrogatory #35

Interrogatory

Reference:
Exhibit B1/ Tab 1 / Schedule 2 / pp. 2-3
Exhibit F2 / Tab 1 / Schedule 1/ p. 25

Preamble:

At the end of 2025, OPG plans that the shutdown of Pickering NGS will be completed.
OPG calculated the cash working capital for the Generation Revenue component for
the nuclear business to be $14.2 million. This value is proposed to be used for the
Custom IR term.

Question(s):

a) Please explain the impact that accounting for the shutdown of Pickering NGS will
have on the Generation Revenue component in 2025 and 2026, and ultimately, the
cash working capital.

Response

As noted in Ex. B1-1-2, OPG used cash working capital calculations based on the most
recent available historical year for revenue requirement purposes in this application.
As such, OPG has not performed a specific calculation of the impact of the shutdown
of the Pickering NGS on cash working capital in future years. Qualitatively, OPG
expects that the station’s shutdown will impact both the Generation Revenue and HST
components of cash working capital, as described below.

OPG expects the Generation Revenue component to be impacted due to the reduction
in the expense amounts as a result of the shutdown of the Pickering NGS. These
expense amount are applied the net lead/lag days as part of the Generation Revenue
component calculation. As the number and direction of lead/lag days for different
expense categories varies (Ex. B1-1-2, Chart 2), it cannot be definitively predicted
whether the Generation Revenue component will decrease or increase, on balance.

OPG expects the HST component to be impacted due to the reduction in expenses
through a corresponding decrease in estimated HST paid, and the reduction in
generation revenue through a corresponding decrease in HST collected, as a result of
the shutdown of the Pickering NGS. The amounts of HST paid and HST collected are
applied to the HST lag and lead days, respectively, as part of the HST component

Witness Panel: Finance and D&V Accounts
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1 calculation. Due to the opposite direction of these impacts, it cannot be definitively
2  predicted whether the HST component will decrease or increase, on balance.

Witness Panel: Finance and D&V Accounts






Filed: 2021-04-19
EB-2020-0290

Exhibit L
B1-01-VECC-004
Page 1 of 1
1 VECC Interrogatory #4
2
3 Interrogatory
4
5 Reference:
6 Exhibit B1, Tab 1, Schedule 1, Table 2 Prescribed Facility Rate Base - Nuclear
7 (SM)
8
9 a) Please revise Table 2 to show the variance from nuclear rate base forecast in
10 EB-2016-0152 as compared to actuals for the 2017 through 2021 period.
11 b) Inthe revised table please add rows showing the rate base adjustments made
12 for: (1) the lower depreciation expense due to the extension of the accounting
13 EOL dates for the Pickering station;(2) the timing difference in the return to
14 service of unit 2 in 2020.
15
16
17 Response
18
19 a) andb)
20

21  The requested table is provided at Attachment 1.

Witness Panel: Finance and D&V Accounts
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Table 1
Table 1
Prescribed Facility Rate Base 2016-2021 Actual/Forecast Changes from EB 2016-0153 - Nuclear ($M)
Line 2017 2018 2019 2020 2021
No Rate Base Item Actual Actual Actual Actual Budget
’ Note Variance Variance Variance Variance Variance
(a) (b) (c) (d) (e)
1 |Gross Plant at Cost 1 178.7 423.7 471.3 (599.4) 1,032.1
2 [Accumulated Depreciation and Amortization 2 6.0 (71.6) (189.1) (287.2) (219.0)
3 |Net Plant (line 1 - line 2) 172.7 495.3 660.4 (312.2) 1,251.1
4 |Cash Working Capital 3 0.5 (8.7) (15.1) (48.7) (48.7)
5 |Fuel Inventory 18.7 16.7 0.5 17.1) (15.2)
6 [Materials & Supplies (2.2) 5.0 27.3 59.7 85.7
7 |Total 189.7 508.4 673.1 (318.3) 1,272.9
Impact on Rate Base due to:
Lower non-ARC depreciation expense due to the extension of
8 the accounting EOL dates for the Pickering station 4 574 1759 3141 3434
Dec 31, 2017 ARO adjustment less higher ARC depreciation
9 [expense due to the extension of the accounting EOL dates for 5 139.6 131.6 123.6 82.4
the Pickering station
10 |Timing difference in the return to service of Unit 2 in 2020 (1,369.5)

Notes:

1 Cols. (a), (b), (c), and (e) calculated as EB-2020-0290, Ex. B1-1-1, Table 2, line 1 less EB-2016-0152 PAO, App. A, Table 9, col. (f). Col. (d) calculated as EB-2020-
0290, Ex. L-B1-01-SEC-017, Att. 1, line 1 less EB-2016-0152 PAO, App. A, Table 9, col. (f).

2 Cols. (a), (b), (c), and (e) calculated as EB-2020-0290, Ex. B1-1-1, Table 2, line 2 less EB-2016-0152 PAO, App. A, Table 10, col. (e). Col. (d) calculated as EB-

2020-0290, Ex. L-B1-01-SEC-017, Att. 1, line 2 less EB-2016-0152 PAO, App. A, Table 10, col. (e).

Cols. (a), (b), and (c) calculated as EB-2020-0290, Ex. B1-1-1, Table 2, col. (d) less EB-2016-0152 PAO, App. A, Table 6, line 3.
Per EB-2018-0002, Schedule 1-Staff-1, Att. 1, Table 1, Note 4, line 4c.

~ W

5 Calculated as [EB-2020-0290, Ex. B3-3-1, Table 1, col. (f), line 23 less EB-2020-0290, Ex. B3-4-1, Table 1, col. (e), line 23] less [EB-2016-0152, PAO Appendix A,
Table 9, col. (f), line 19 less EB-2016-0152, PAO Appendix A, Table 10, col. (e), line 19].
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VECC Interrogatory #5
Interrogatory
Reference:
Exhibit B1-01-01, Chart 2 & Chart 3, p.7-8
Summary of Year End Inventory — 2016 to
2026
Line 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
No. |Types Units Actual Actual Actual Actual Budget Budget Plan Plan Plan Plan Plan
(a) (b) (c) (d) (e) () (9) (h) (i) (0)] (k)
1 Uranium Concentrate K$ 53,548 53,038 46,528 35,894 40,600 54,885 44,626 35,278 38,688 41,685 34,253
2 MgU 312 324 326 305 380 483 379 288 288 288 225
3 $/Kgu 171.48 163.78 142.87 117.78 106.72 113.71 117.71 122.30 134.12 144.51 152.23
4 Uranium Dioxide’ K$ 13,312 11,457 11,098 13,165 7,005 7,634 13,172 13,307 7,684 7,312 7,052
5 MgU 74 63 65 86 50 51 86 85 45 40 37
6 $/Kgu 180.39 182.94 170.02 153.62 141.03 148.32 153.41 157.25 172.49 184.67 192.25
7 Finished Bundles K$ 204,783 195,879 190,136 142,321 131,789 128,388 157,648 144,589 129,035 136,480 119,150
8 MgU 767 738 740 568 566 556 665 595 508 505 426
9 $/Kgu 267.0 265.6 257.0 250.7 232.7 230.8 237.8 242.8 253.8 270.3 279.6
10 Fuel Oil M$ 4.2 4.9 4.8 5.5 55 55 55 55 55 5.5 5.5
11 Total M$ 275.9 265.3 252.6 196.9 184.9 196.4 220.9 198.7 180.9 191.0 165.9
Targeted Inventory Gross Growth
Rates
2022 2023 2024 2025 2026
PNGS (5.21)% (10.33)% (17.35)% (32.79)% (44.11)%
DNGS 4.27% 3.17% 1.99% 0.00% 1.52%
All Facilities (0.24)% (2.83)% (5.86)% (11.69)% (10.94)%

a) Please explain how the fuel inventory forecast is impacted by the scheduled shut
down of the Pickering facilities by the end of 2025. Specifically, identify the
annual reductions related to that site (from the 2019 bases case) over the rate

period.

b) What is the estimated value of inventory materials and supplies related to the
Pickering Operations that are expected to be written off in 2025 when the site

shuts down power production?

Witness Panel: Nuclear Operations & Nuclear Projects
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Response
a) See Ex. L-F2-01-Staff-211 for annual Pickering closing fuel inventory over the

b)

period 2016-2026.

OPG maintains strategic levels of fuel inventories to ensure adequate fuel is
available to fuel OPG reactors. Fuel inventories are managed annually using
generation forecasts which aide in planning procurement of fuel. Forecasted
Pickering fuel inventory levels in this application reflect generation reductions from
the planned Pickering shutdown and fuel inventories will be managed accordingly
to minimize any excess Pickering fuel at station end of life. This process occurs as
part of the annual business planning process. Any remaining fuel will be sent to
the fuel fabricator to recover the contained uranium fuel for reprocessing and reuse.

As explained at Ex. B1-1-1, p. 8, OPG provides for a build-up of end of life provision
for accumulated obsolescence of materials and supplies over the life of the station.
The cost of any surplus or obsolete inventory that is identified is then offset against
this provision (and does not result in an incremental expense). In the last year of
operation, OPG is currently assuming that approximately $35M of inventory will be
made surplus and charged against the provision.

Witness Panel: Nuclear Operations & Nuclear Projects
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VECC Interrogatory #6

Interrogatory

Reference:
Exhibit B1-01-02, p.4

“Navigant determined it was appropriate to include interest on long-term debt in
the cash working capital calculation as it represents a cash expense for the
business and has been included as an expense lead in all previous cash working
capital studies conducted by Navigant.”

a) Was interest on long-term debt included in the previous lead-lag studies
performed for OPG?

b) Has Navigant included long-term debt interest in any of the lead-lag studies it
has undertaken for Ontario distributors?

c) What is the financial impact of excluding/including interest on long-term debt?

Response

a) No. Interest on long-term debt was not included in the one previous lead-lag study
for OPG, which was performed by OPG internally for its first payment amounts

proceeding, EB-2007-0905.

b) Yes, OPG has confirmed with Navigant that it has included long-term debt interest
in all previous cash working capital studies it has undertaken for Ontario electricity
distributors. Further, as noted at Ex. B1-1-2, Attachment 1, p. 9, footnote 3: “In all
previous cash working capital studies conducted by Guidehouse, interest expense

has been included as an expense lead.”

c) Including interest on long-term debt in the cash working capital calculation
increases OPG’s proposed cash working capital allowance as part of nuclear rate
base by $4.4M (Ex. B1-1-2, Chart 2, line 13, col. (e)). This translates into an

approximately $0.4M annual revenue requirement impact.

Witness Panel: Finance and D&V Accounts






Numbers may not add due to rounding.

Table 1

Prescribed Facility Rate Base - Nuclear ($M)
Years Ending December 31, 2016 to 2021

Flled: 2021-04-19
EB-2020-0290
Exhibit L
B3-01-SEC-018
Attachment 1

2016 Actual 2017 Actual 2018 Actual
Less: Less: Less:
Gross Accumulated Gross Accumulated Gross Accumulated
Line Plant Depreciation and Net Plant Depreciation and Net Plant Depreciation and Net
No. Prescribed Facility Category at Cost Amortization Plant at Cost Amortization Plant at Cost Amortization Plant
(@) (b) () (d) (e) ®) (@) (h) 0}
1 |Darlington NGS 1,152.4 392.3 760.1 1,339.4 427.5 911.9 1,580.3 468.0 1,112.2
2 |Darlington Refurbishment Program 362.3 21.5 340.8 638.0 43.4 594.6 767.7 741 693.6
3 |Heavy Water Storage Facility (D20) 14.6 0.7 13.9 174.6 3.3 171.3 174.6 8.1 166.5
4 |Pickering NGS 2,235.2 1,570.7 664.5 2,346.6 1,730.4 616.2 2,473.3 1,875.1 598.2
5 |Operations and Project Support' 384.0 309.8 74.2 422.6 340.8 81.8 429.3 326.9 102.4
6 |[Nuclear - Excluding Asset Retirement Costs 4,148.6 2,295.1 1,853.5 4,921.3 2,545.4 2,375.9 5,425.2 2,752.3 2,672.9
7 |Asset Retirement Costs 2,421.7 1,596.0 825.7 2,163.3 1,658.2 505.1 2,307.0 1,736.4 570.6
8 |Total 6,570.2 3,891.0 2,679.2 7,084.6 4,203.6 2,881.0 7,732.2 4,488.6 3,243.6
2019 Actual 2020 Actual? 2021 Budget
Less: Less: Less:
Gross Accumulated Gross Accumulated Gross Accumulated
Line Plant Depreciation and Net Plant Depreciation and Net Plant Depreciation and Net
No. Prescribed Facility Category at Cost Amortization Plant at Cost Amortization Plant at Cost Amortization Plant
(@) (b) () (d) (e) ® (@) (h) 0}
9 |Darlington NGS 1,874.8 516.1 1,358.7 2,105.1 597.4 1,507.7 2,377.7 656.0 1,721.7
10 |Darlington Refurbishment Program 792.9 108.2 684.7 3,584.8 187.0 3,397.7 5,587.9 341.2 5,246.7
11 |Heavy Water Storage Facility (D20) 201.4 13.4 188.0 502.1 235 478.6 509.3 38.4 470.9
12 |Pickering NGS 2,538.7 1,994.5 544.2 2,602.4 2,120.0 482.4 2,643.8 2,255.1 388.7
13 |Operations and Project Support’' 413.8 314.7 99.1 441.8 328.1 113.7 509.6 381.6 128.0
14 |Nuclear - Excluding Asset Retirement Costs 5,821.6 2,946.9 2,874.6 9,236.2 3,256.1 5,980.1 11,628.4 3,672.4 7,956.0
15 |Asset Retirement Costs 2,307.0 1,818.5 488.5 2,307.0 1,900.7 406.3 2,307.0 1,982.8 324.1
16 |Total 8,128.5 4,765.5 3,363.1 11,543.2 5,156.8 6,386.4 13,935.3 5,655.2 8,280.1
Notes:
1 Includes Engineering, Inspection and Reactor Innovation, and Security & Emergency Services
2 2020 Actual Gross Plant at Cost (column (d)) from Ex. L-A1-2-Staff-002, Att. 1, Table 2. 2020 Actual Accumulated Depreciation and Amortization (column (e)) from Ex. L-A1-2-Staff-002,

Att. 1, Table 3.
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SEC Interrogatory #18

Interrogatory

Reference: B3-1-1

Please update Table 1 to include 2020 actuals.

Response

See Attachment 1.

Witness Panel: Finance and D&V Accounts
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Energy Probe Interrogatory #6

Interrogatory

Reference:
Exhibit B3, Tab 2, Schedule 1, Table 1

Please provide variance explanations for the following variances:

a)
b)
c)
d)

e)

2017 OEB Approved versus 2017 Actual
2018 OEB Approved versus 2018 Actual
2019 OEB Approved versus 2019 Actual
2020 OEB Approved versus 2020 Budget

2021 OEB Approved versus 2021 Budget

Response

a)

b)

d)

2017 actual nuclear prescribed facility rate base was higher than the 2017 OEB
approved amount by $189.8M, primarily driven by the D20 Storage Project as it
was excluded from the rate base approved in EB-2016-0152.

2018 actual nuclear prescribed facility rate base was higher than the 2018 OEB
approved amount by $508.4M, primarily driven by the D20 Storage Project, the
impact of extending Pickering NGS accounting end-of-life (“‘EOL”) date and
cumulatively higher DRP and non-DRP in service capital.

2019 actual nuclear prescribed facility rate base was higher than the 2019 OEB
approved amount by $673.1M, primarily driven by the D20 Storage Project, the
impact of extending Pickering NGS accounting end-of-life (“‘EOL”) date and
cumulatively higher DRP and non-DRP in service capital.

2020 budgeted nuclear prescribed facility rate base was lower than the 2020 OEB
approved amount by $314.7M, primarily driven by revised timing for the return to
service of Unit 2, partly offset by the D20 Storage Project, the impact of extending
Pickering NGS accounting EOL date and cumulatively higher non-DRP in service
capital.

Witness Panel: Finance and D&V Accounts
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e) 2021 nuclear prescribed facility rate base is budgeted to be higher than the 2021
OEB approved amount by $1,230.7M, primarily driven by D20 Storage Project, the
impact of extending Pickering NGS accounting EOL date and cumulatively higher
DRP and non-DRP in service capital.

Witness Panel: Finance and D&V Accounts
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Board Staff Interrogatory #109

Interrogatory

Reference:
Exhibit B3 / Tab 3 / Schedule 1/ Table 2
Exhibit D2 / Tab 1 / Schedule 3/ Table 4b

Preamble:

The first reference above includes in-service amounts for Pickering NGS between
2022 and 2026. The second reference shows zero in-service amounts for Pickering
NGS between 2022 and 2026.

Question(s):

a) Please provide the in-service amounts for Pickering NGS between 2022 and 2026.

b) Which of the above-referenced tables is correct? If both, please clarify. Otherwise,
please provide a revised table(s).

Response
a) See Ex. L-F2-01-Staff-210.

b) Both tables referenced are correct. Ex. B3-3-1, Table 2 represents, at “Pickering
NGS” lines, the sum of the in-service amounts for the corresponding “Pickering
NGS” lines from Ex. D2-1-3, Table 4b for nuclear operations projects (of which there
are none over 2022-2026) and from Ex. D3-1-2, Table 4 for corporate support
projects entering rate base attributed to Pickering NGS.

Witness Panel: Finance and D&V Accounts
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SEC Interrogatory #19

Interrogatory

Reference: B3-4-1

Please update Table 1 to include 2020 actuals.

Response
See Ex. L-A1-2-Staff-002, Attachment 1, Table 3.

Witness Panel: Finance and D&V Accounts
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Board Staff Interrogatory #31

Interrogatory

Reference:
Exhibit B3/ Tab 4 / Schedule 1 / Tables 1-2

Question(s):

a) Please clarify whether the adjustments in column (c) in Table 1 and column (d) in
Table 2 at Exhibit B3 / Tab 1 / Schedule 1 are adjustments to the opening balance
or whether they occur within the year. If some of the adjustments are to the opening
balances and others are within the year, please explain.

Response

a) The reference provided is to Ex. B3-4-1 but the question refers to Ex. B3-1-1. OPG
assumes the question was intended to refer to Ex. B3-4-1, Tables 1-2.

The amounts in column (c) for each year in Ex. B3-4-1, Table 1 all follow the mid-
year average methodology, consistent with the general approach used for in-
service amounts for rate base calculation purposes.’

The only amount in column (d) at Ex. B3-4-1, Table 2 is the downward adjustment
related to the Darlington Refurbishment Program — Excluding D20 in 2022 at line
18. As described in Note 2 of the table, the adjustment is assigned a 12/12
weighting, which is equivalent to reducing the opening accumulated depreciation
and amortization balance in column (a). This is consistent with the intent of the
adjustment to limit DRP-related net plant in rate base for projects completed prior
to 2022 (other than the D20 Storage Project) to the values approved in EB-2016-
0152 as of December 31, 2021. Further details on the downward adjustment can
be found in Ex. L-B1-01-Staff-024.

"Note 1 at Ex. B3-4-1, Table 1 explains that although the adjustment to accumulated depreciation and amortization
at line 21 is in excess of $50M, for simplicity, it was applied the mid-year average approach rather than a monthly
weighting because there is a corresponding offsetting adjustment to gross plant (at Ex. B3-3-1, Table 1, line 21, col.
(c)) that was also applied the mid-year average approach, with no net impact on rate base.
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Board Staff Interrogatory #32

Interrogatory

Reference:
Exhibit B3/ Tab 4 / Schedule 1 / Tables 1-2

Question(s):

a) Please advise whether the capital in-service additions include capitalized borrowing
costs (i.e. interest on Construction Work in Progress balances). If not, please
explain. If so, please provide a breakdown of the capitalized borrowing costs for
each year 2017-2026 and explain the methodology applied to calculate those
borrowing costs.

Response

a) Capital in-service additions include capitalized borrowing costs. The breakdown of
the interest capitalized on expenditures for the nuclear facilities in each year over
the 2017-2026 period is provided in Chart 1 below:

Chart 1
Nuclear Interest Capitalized $M

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Actual | Actual | Actual | Actual Plan Plan Plan Plan Plan Plan
Nuclear Operations 18.1 13.7 14.6 16.0 22.3 24.4 23.8 22.7 20.3 15.1
Darlington Refurbishment 133.4 166.7 193.2 83.9 83.9 126.3 134.2 64.9 61.5 47.6
Corporate Support 0.5 0.7 0.9 0.6 2.2 1.5 1.3 1.1 1.6 1.4
Total Interest Capitalized 151.9 181.1 208.6 100.5 108.3 152.2 159.4 88.7 83.3 64.1

OPG determines the amount of actual interest capitalized by applying an interest
capitalization rate to the monthly construction work in progress balances for each
project. For planning purposes, OPG similarly estimates capitalized interest on the
basis of forecasted construction work in progress amounts, where possible. The
interest capitalization rate is based on the weighted average interest rate on OPG’s
long-term debt, excluding project specific financing.

Witness Panel: Finance and D&V Accounts





