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Thursday, May 6, 2021
--- On commencing at 9:31 a.m.

MR. MILLAR:  Good morning, everyone.  Welcome to day 2 of the OPG technical conference, where we are continuing our questioning of panel 2.  We're starting -- in fact, continuing with OEB Staff this morning.  I'm not aware of any preliminary matters, although I see Mark has his screen on.  Mark, did you have something you wanted to get off your chest?

MR. RUBENSTEIN:  Many things, but, no.  I had a question for OPG, and this, I guess, would be for Charles.  Arising out of the refusals day meeting, OPG revised its decision, I understand, with respect to SEC 10 and SEC 90, and I was wondering on the status of providing those interrogatory responses are.

MR. KEIZER:  I don't know right at the moment.  I have to check with the right folks with OPG, but I can get back to you on that, Mark.  We can clarify it at the break.  Is that okay?

MR. RUBENSTEIN:  Yes.

MR. KEIZER:  Thanks.

MR. MILLAR:  Okay.  Great.  Anything further before we get started?  Okay.  I will pass it over to Mr. Gluck.  And Lawrie, you have got about -- you've got 60 minutes.
ONTARIO POWER GENERATION – PANEL 2, resumed

Brian Icyk,
Barbara Kerr,
Leslie McWilliams
Stefan Surdu
Examination by Mr. Gluck:  (Cont'd)

MR. GLUCK:  Good morning, panel.  My name is Lawrie Gluck, and I have a few questions for you this morning, and then I'm going to pass it over to my colleague, Mrs. Ing.

So my first question is with respect to Staff 113.  In that response OPG provided tables with details regarding its nuclear operations capital projects.  The information that OPG provided was aggregated by staff into a single table, and that table was provided to OPG this past Sunday.

So my question is going to be if you can undertake to confirm that all of the data in that spreadsheet is accurate and provide any corrections as required.

MR. SURDU:  We can undertake that.  There seems to be an error in the calculation of average variance, but we will undertake that to clarify for Mr. Gluck.

MR. GLUCK:  Thank you.

MR. MILLAR:  That's JT2.1.
UNDERTAKING NO. JT2.1:  TO CONFIRM THAT THE DATA IN THE STAFF 113 IS ACCURATE AND PROVIDE ANY CORRECTIONS AS REQUIRED.

MR. GLUCK:  The next question is going to be largely in relation to Staff 213, related to the Pickering enabling class.  In response to part I of Staff 212 -- and we don't need to go there -- OPG outlined the specific elements that make up the requested 15 million to enable Pickering optimized shutdown, and this includes 13.6 million for integrated implementation plan actions.

In response to Staff 213, OPG references work associated with the periodic safety review and integrated implementation plan.  In response to Staff 213, part D, OPG references work that's underway related to the PSR 2A.

The first part of the question is, will the PSR 2A be used to inform the integrated implementation plan for the Pickering optimized shutdown?

MS. KERR:  Good morning, Mr. Gluck.  Yes, the PSR 2A will be used to inform the CNSC with the initial submission of our integration implementation plan.

MR. GLUCK:  And my understanding is that the PSR 2A is ongoing at this point?

MS. KERR:  That is correct, and due to be submitted.  The PSR vis-a-vis the IIP, integration implementation plan, and the CNSC is at the end of 2022.

MR. GLUCK:  Okay.  So if the PSR 2A is still ongoing and is going to be used to inform the IIP, we're just curious, how did you come up with the 13.6-million-dollar estimate for the IIP actions?

MS. KERR:  Mr. Gluck, what that would be based on is our preliminary assessment at this point in time, and as we continue to go through the PSR assessment through '20 and '21 and for early '22, we will have a more refined scope of work, as well as dollar value.  But at this point in time OPG does not believe that we are going to be outside of that boundary with the information we have today.

MR. GLUCK:  Okay.  Thank you.

Can you describe the process control approach that you intend to use in an effort to control the costs associated with the program management and licensing and IIP action costs that form part of the overall 15 million Pickering enabling cost budget?

MS. KERR:  Yes, Mr. Gluck, I'd be happy to inform you.  It will -- and just to also to add that this process that we go through is very much emulated to the same process we went through with the Pickering extended operation, which has been very successful to date.  We will -- as we develop through the -- review the PSR, we will develop what we call a global assessment that will inform the CNSC what our IIP actions will come out of that, and we do have a monthly oversight meeting within the organization to continuously review these types of work programs.  Both Pickering extension and Pickering optimization is now being folded into that same oversight process.

MR. GLUCK:  Thank you.  Is there a breakdown available of the -- specifically the project management costs that form part of the program management and licensing aspect of the budget, and also the IIP action aspect of the budget?  Is there a separate breakdown for project management?

MS. KERR:  Project management, we will have a separate breakdown.  I can -- that is something that would be helpful to you, and we can certainly look at providing a summary of what that looks like at this point in time.  And as I mentioned, though, on the IIP, that is an estimate at this point in time based on the information we have to date on the PSR 2A.

MR. GLUCK:  Okay.  Well, it would be great if you could undertake to provide that.

MS. KERR:  We --


MR. MILLAR:  So that's JT2.2, and it's to provide a breakdown of the project management costs?

MR. GLUCK:  Yeah, the project management comments and two of the line items for the Pickering enabling budget and it's -- program management and licensing is one of the line items, and the other one is IIP actions.

MR. MILLAR:  Okay.  JT2.2.
UNDERTAKING NO. JT2.2:  TO PROVIDE A BREAKDOWN OF THE PROJECT MANAGEMENT COMMENTS AND TWO OF THE LINE ITEMS FOR THE PICKERING ENABLING BUDGET, PROGRAM MANAGEMENT AND LICENSING AND IIP ACTIONS.

MS. KERR:  Just to clarify, Mr. Gluck, on the IIP actions, that breakdown itself will be a very -- like I said, a preliminary estimate at this point, as we are continuously going through the PSR 2A at this point in time.

MR. GLUCK:  Okay.  Whatever you have is good.  Thank you.

MS. KERR:  You're welcome.

MR. GLUCK:  Moving on to a question with respect to base OM&A now.  In response to Staff 225, if we can pull that up, there is a table that was provided, and it provides a detailed breakdown of the operations and project support costs that form part of the base OM&A budget.  I'm just going to wait until it's up on the screen for you.

MS. KERR:  Thank you.

MS. PATCHETT:  I'm sorry, can you give me the full exhibit number?

MR. GLUCK:  Yes, sure, it's -- sorry -- F2-02-Staff-225.  And if you go to -- I think on the next page is the table.  Okay.  So I'm going to talk to you about two of those functions, I guess.  We calculated that spending on station central design and project engineering is on average about $5 million higher in each year during the 2022 to 2025 period relative to the 2017 to 2021 period.

Given that this table is a new breakdown and we hadn't seen this in the pre-filed evidence, can you explain the need for the incremental spending on that for that function?

MS. KERR:  Yes, I would be happy to, Mr. Gluck.  As you'll see in any kind -- in that particular time frame, in '22 through 2025, and particularly within enterprise engineering, as you identified, the station central design and project engineering, we are under increased reliance on engineering resources as a result of our Pickering equipment -- result of ageing -- ageing asset management process and replacement program.  This does require some specialized engineering staffing just on a temporary basis to backfill our staff while they're working on such projects, and there are a number of them in this time period, as you know, Darlington refurbishment as well as to address any CNSC workload associated with the Pickering -- the impending Pickering shutdown in 2024 and 2025, in addition to Darlington units post-refurbishment.

So we have a number of resources that are working on these additional programs, and our programs vary year over year.  And in this particular time frame, as you know, as we're continuing to work on aging related equipment, as well as the Darlington post-refurbishment, we have specialized staff going over there.  We are backfilling that staff with different means, specifically at times purchased services, in order to have that work completed.

Hence, that is why there is an average incremental 5 million dollars per year in that time period compared to 2017 through 2021.

MR. GLUCK:  Thanks.

MS. KERR:  You're welcome.

MR. GLUCK:  I have a similar question with respect to the security and emergency services.   It's the same thing.  It is on average 5-and-a-half million dollars higher 2022 to 2025, versus the previous custom IR term.

MS. KERR:  Yes, we have a couple items happening in the nuclear training and the security.  As you know, as we are moving towards Pickering end of commercial operations, we are transferring staff from Pickering to Darlington.  That does require a short-term need of incremental training in order to accomplish that, and execute that incremental training for the staff that are moving from Pickering to Darlington.  And that's prior to the Pickering shutdown, in preparation for it.

And then as well on the security emergency side, we are also utilizing incremental outside purchased services in both '23 and '24 for planning and the execution, extensive emergency preparedness response drills in both Pickering and Darlington.  I want to repeat that these costs year over year are truly driven by work programs that are in place during these time periods.

MR. GLUCK:  Following up on one of the comments you made, that you have training costs for staff moving from Pickering to Darlington, is that not something that is covered in the Pickering closure account?  Is there a bit of an overlap there?  Is this a different kind of cost than the training?

I understand OPG's proposal is that the Pickering closure costs will capture training, retraining costs and things like that, as staff move from Pickering to Darlington.  Is this a different cost than that?

MS. KERR:  There's two different components of that.  There's a part of our normal training process, as any employee would be moving from one station to another would require additional training.  We also have incremental -- as we bring on new staff specifically in Pickering themselves, we do require additional training as attrition happens, both attrition as in retirement, attrition as in transfers over to the Darlington facility.

MR. GLUCK:  Thanks.

MS. KERR:  You're welcome.

MR. GLUCK:  I have a few final questions on project OM&A, and this is with respect to F2-03-Staff-235.  I'm going to start with the response to part F there.

In part F of this response, you provided a description of the D2O upgrading and plant A towers removal project, and in that response, you speak to that it was taken out of service in 1994.

My question about that is, given that the asset was taken out of service in 1994, why would the cost of this form part of project OM&A as opposed to using the funding that OPG has been setting aside for decommissioning?

MS. KERR:  Mr. Surdu?

MR. SURDU:  I'll have to take that away to provide an answer, a more accurate answer, Mr. Gluck.

MR. GLUCK:  Okay.  Before we take the undertaking, there is a similar question about part D.  In response to part D, you speak to the Pickering 58 digital control computer hardware modernization project, and similarly the response there speaks to this project supporting defueling of the reactor and ongoing monitoring of fuel.  So it appears that some aspects of that are also related to decommissioning.  So if you could take both of those back to look.

MR. SURDU:  Yes, we can do that.

MR. MILLAR:  That will be JT2.3.  Mr. Gluck, can you give a very brief summary of the undertaking?

MR. GLUCK:  Sure, to see why the Pickering 58 digital control computer hardware modernization project and the upgraded plant A tower project are -- the cost of those projects are being recovered in project OM&A as opposed to being funded through OPG's decommissioning nuclear liability funding.

MR. MILLAR:  Thank you.
UNDERTAKING NO. JT2.3:  TO SEE WHY THE COSTs OF THE PICKERING 58 DIGITAL CONTROL COMPUTER HARDWARE MODERNIZATION PROJECT AND THE UPGRADED PLANT A TOWER PROJECT ARE BEING RECOVERED IN PROJECT OM&A AS OPPOSED TO BEING FUNDED THROUGH OPG'S DECOMMISSIONING NUCLEAR LIABILITY FUNDING.

MR. GLUCK:  Those are my questions for this panel.  I'm going to turn it over to my colleague, Ms. Zhang.  Thank you.
Examination by Ms. Zhang:

MS. ZHANG:  Thank you, Lawrie.  Good morning, panel.  My name is Shuo Zhang, OEB Staff.  I have some questions on base and outreach OM&A this morning.  I'll start with outage OM&A.  Can we please pull up Staff 236?  It's Exhibit L-F2-04-Staff-236.

In part B of this IR, we asked for a breakdown of outage costs between base OM&A and outage OM&A, and the response here was that OPG does not break out the OM&A base resources working on outages in the future plan years, thus this information not available.

So the responses here told me what OPG was doing, or didn't tell me why.  So could you please explain why?

MS. KERR:  I'm sorry, would you repeat your question?

MS. ZHANG:  In the question here, we asked for a breakdown of outage costs between base OM&A resources and 6

outage OM&A resources.  So the statement in the second sentence in this response is that "OPG does not break out the OM&A base resources working on outages in the future plan years, thus this information is not available."


So my question is why is that the case?  Why you do not -- for the purpose of budgeting, why you do not break out it?  Because we know the actual -- for the actual, you does have the break out.

MS. KERR:  No, and the response to this is accurate.  Because our base labour we -- of course, the objective of our base labour is to work on our base programs, maintenance, regulatory requirements, and so forth.

So until we understand the full scope, length and number of the completion of those outages in terms of timing, we are unable to be able to identify the resources that will be needed between -- could be base labour, augmented staff, temporary non-regular labour and purchase services as well, or overtime in order to complete the work.

So therefore, until we have a better scope of work within the outage, we are unable to project what the base labour will be, base requirements will be for an outage.

MS. ZHANG:  Does that mean you do not have any staff who are dedicated to outage OM&A work?  Is that?

MS. KERR:  That is correct.  That is correct.  There could be some specialty staff that would be required for both base as well as outage, depending on the work that's required to be completed.

MS. ZHANG:  Okay, thank you.  Maybe that will be even more clear to me if we looking at it by functions.  My understanding that there are two broader functions in both base and outage OM&A, which are nuclear stations, as well as what you call operation and project support functions.

So does that mean for the purpose of budgeting, like a hundred percent of base functions are budgeted for
base OM&A?

MS. KERR:  Yes, that is correct.  At this point in time, until we have further breakdown of an outage, we are unable to actually allocate the resources that may be required at a base OM&A in order to fulfill specific work in outage, so therefore until such time they are budgeted 100 percent within the budget functional supports.

MS. ZHANG:  Thank you.  That's helpful for the nuclear station function, of course.  I think that match what I see in your table in the application.  But when I looking at the organizational support function by resource type, I see you described regular labour, non-regular labour, overtime, et cetera.  I also see that about 4.9 percent is budgeted for regular labour and 9.1 percent is budgeted for non-regular labour.

So then now I wonder how did you derive that budget if there is no dedicated staff for?

MS. KERR:  Are you specifically referring to Table F2-2-1, Table 2?

MS. ZHANG:  I can provide you my reference here.  Just give me a second.  I'm specifically referring to Exhibit F2, tab 4, Schedule 1, Table -- I think 2A is for bridge years and IR term and 2B is for -- oh, sorry, 2B is still for bridge year and IR term and -- yeah, 2 -- I think 2A, 2B -- yes, some of them the forecast IR term.  It has a breakdown of the resource type.

MS. KERR:  Yes, okay.  Let's start from this again if you don't mind to make sure we're both aligned on the question.

MS. ZHANG:  Mm-hmm.  Two --


MS. KERR:  Let's start again, if you don't mind.

MS. ZHANG:  Yes, so can we scroll down?  I'm looking at group 2A, 2B, 2C.  Yeah, so here -- keep going.  Maybe it's better starting from 2022.  Yeah, so can you stop here?  Year ending December 31st, 2022.  Yeah, of course I can see there is no budget under the nuclear station function.  For example, 946 for Darlington, there is point -- 4.9 million budgeted under the organizational support function, and I believe it is under the line of regular labour.

MS. KERR:  Would you mind going up just a little bit for me, if you don't mind?  Thank you.  Right there is perfect.  Thank you so much.  I'll get my reference here.

Okay.  Now, let's -- can you please repeat your question now that I've got my references here in front of me?  Thank you.

MS. ZHANG:  Yeah, so we just discussed there are no staff who are dedicated to outage work or until the scope is clear to you you cannot budgeted it, so for the purpose of budgeting 100 percent of the labour or budgeting for base OM&A, or now when I'm looking at outage OM&A by resource type there are numbers for -- there are budget numbers for regular and non-regular labour, so I wonder why it's the case.

MS. KERR:  Under Darlington operations?  Is that what you're referring to?

MS. ZHANG:  I think both Darlington and Pickering.

MS. KERR:  And under operations and project support, are you referring to, or are you referring to the actual station itself?

MS. ZHANG:  I'm referring to operation and project support.

MS. KERR:  Okay.

MS. ZHANG:  The station -- there is no budgeting for station that match what you've just explained to me.

MS. KERR:  That's correct.  That's correct.  So you're asking under operations and project support, which includes our -- which includes engineering, it includes our integrated fleet management security and training, and project and other support, which is under our operations and project support component.  There are -- there is work being identified specifically to the outage for those particular areas.

MS. ZHANG:  Okay.  So it's different from the station operation function?

MS. KERR:  That's correct.  We're able to define what that work looks like in advance, the estimated work that would be provided specifically for engineering.

MS. ZHANG:  Okay.  Okay.  That's helpful.  So I assume that what we have just discussed, the budgeting approach for nuclear station function and the organizational support function, I assume the same approach was taken in the 2017 to 2021 payment amount application?

MS. KERR:  That's correct.  This would be a consistent methodology that would be used and is used at OPG in terms of establishing -- identifying first scope of the work within an outage and identifying we have -- if we have enough information to allocate the cost appropriately for budget purposes.  If not, it remains in base OM&A and for station specific costs that are broken out in F2-4-1 evidence those costs are unable to be specifically identified until the full scope of work is completed.  Therefore, you will see under both nuclear generating station for Pickering and Darlington a zero base, zero base regular labour until such time that we have that scope identified.

MS. ZHANG:  Right.  Thank you.  I understand from the pre-filed evidence that there are planned outages.  There are also unplanned outages, including extension of planned ones, but they are not budgeted in the forecast; is that right?

MS. KERR:  What we call a forced extension outage cannot be budgeted, because we do not know that will occur until such time that it does happen.

MS. ZHANG:  Okay.  So can we go back to Staff 236.  Can you please go up Chart 1.  So Chart 1, for the historical period you provide a breakdown of resources between -- outage cost between base and outage OM&A, so when I'm looking at the second half of this chart, base OM&A outage labours, so were these costs, like, treated for -- attributable to unplanned outage here?  Like, the numbers here attributable, like, driven by unplanned outage?

MS. KERR:  No, this would be the labour attributed specifically to work on these outages.  So it would be for the full scope of the outages.  It would be for also any kind of unplanned or planned budgeted outages that would occur, extension of outages that would occur, would all be incorporated in the base OM&A outage labour for Darlington, Pickering, and their CRVA eligible cost.

MS. ZHANG:  So is that possible to provide a breakdown between -- because I'm specifically interested in how much your base resources spending OM&A unplanned outages.  Is that possible to provide a breakdown of that?

MS. KERR:  That will be a bit of work to be able to get any kind of concise labour number for those that are unplanned and charge -- and we do charge all labour specifically for the outages, with the exception of forced outages and planned and unplanned derates.  We charge them specifically to outage as they are occurring in that year, so we can provide a fairly good estimate, I believe, of what that would look like for a full planned outage in advance versus for the previous years identified here, '17 through 2020 actuals -- 2021 obviously would not assume anything at this point other than a full planned outage -- and provide you with any labour costs charged for an unplanned outage as well.  We would be able to provide that for you.  I can't commit right now to the time frame.  I would have to ask my staff to ensure we understand the time frame around that.

MS. ZHANG:  Yeah, just based on best effort that would be great, if you don't mind.

MS. KERR:  Yes, of course.  Yeah, we can take that undertaking.

MR. MILLAR:  Okay.  It's JT2.4.

MS. ZHANG:  Just based on best efforts, that would be great.

MS. KERR:  We can take that undertaking.

MR. MILLAR:  It's JT2.4.  Ms. Kerr, can you restate the undertaking in about half the words?

MS. KERR:  I certainly can.  The request for this undertaking is that we identify labour that was allocated and charged to exceptions to planned outages.

I'm going to put it that way.  Our staff will understand that.

MR. MILLAR:  Thank you.
UNDERTAKING NO. JT2.4:  TO IDENTIFY LABOUR THAT WAS ALLOCATED AND CHARGED TO EXCEPTIONS TO PLANNED OUTAGES, ON A BEST-EFFORTS BASIS.

MR. KEIZER:  Just to clarify, that's on a best-efforts basis, assuming it can be done in a reasonable time period and in terms of the degree of effort required to do it.

MS. KERR:  That's correct.

MS. ZHANG:  In general, does it cost more to do with unplanned outages -- like what you say is a forced outage than planned ones with similar scope of work?

MS. KERR:  I don't think we could ever compare a similar scope of work, typically.  You know, when you're going into any kind of forced planned outage -- and by the way, as identified in F2-04-01 and F2-2-1, forced outages are charged to base OM&A because we do not know -- we do expect that the base labour will be handling any kind of corrections to those.

So not necessarily.  It wouldn't necessarily cost more, as we are using our own staff.  It is the intention to always use our own staff to be able to troubleshoot and fix and correct anything that's occurring during that time period.  So not necessarily.

MS. ZHANG:  Not necessarily.

MS. KERR:  No.

MS. ZHANG:  Would you prefer to try to reduce the number of unplanned outages?

MS. KERR:  Oh, one hundred percent.  That is our goal is -- and we have been, at OPG, you know, very successful in terms of mitigating any kind of unplanned outage event occurrences.

MS. ZHANG:  So you do have a plan in place like to try to reduce?

MS. KERR:  Yes, one hundred percent.  You will always find all of our initiatives that are in all of our prefiled evidence address -- everything that's addressed there in terms of reliability.  Really anything regarding reliability focuses on ensuring we're running our reactor safely and reliably at a hundred percent base load when they're not in a planned outage.

MS. ZHANG:  Good.  I will move on to Staff 237, Exhibit L-F2-04-Staff-237.  You can stay here for a minute.

So the preamble of this IR, which is from the prefiled evidence, it described -- I think there are four main types of work for outage OM&A.  They are regular planned outages, there are non-refurbishment outages, which is also I believe called cyclical outages.  There are post-refurbishment outages, and vacuum building outage.  I identified four types of them.  Are there any other main types of outage work?

MS. KERR:  Interesting.  Lori, if you wouldn't mind pulling up -- it is Exhibit F2, tab 4 Schedule 1, page 9 of 9 in this.  If you scroll down, it's chart 1.

MS. ZHANG:  Are you referring to the one forecast versus actual?

MS. KERR:  Yeah, I wanted to first go there and then I'll reiterate the number of planned outages you've identified. I think it's important to keep the context on that.  Yes, I'm confirming that those four planned outages that you have identified there in terms of outages are correct.

MS. ZHANG:  Great.  And we also see that the unplanned ones are not in the forecast, as we just discussed.

MS. KERR:  That's correct.  Correct.


MS. ZHANG:  Can you explain which types are associated with planned outage days, and which ones are not for the four types of outages we just discussed?

MS. KERR:  All four types of planned outages are associated with planned outage days.

MS. ZHANG:  Okay.  I wonder if you can provide a breakdown of forecast and historical spending for each type of these outages from '16 to 2026, if that's possible?

MS. KERR:  Yes, we can; that is possible.

MS. ZHANG:  Great.  Can we have an undertaking?

MS. KERR:  Yes.

MS. ZHANG:  Michael?

MR. MILLAR:  JT2.5.
UNDERTAKING NO. JT2.5:  TO PROVIDE A BREAKDOWN OF FORECAST AND HISTORICAL SPENDING FROM '16 TO 2026 FOR EACH THE FOUR TYPES OF OUTAGES, REGULAR PLANNED OUTAGES, NON-REFURBISHMENT OUTAGES, WHICH IS ALSO CALLED CYCLICAL OUTAGE, POST-REFURBISHMENT OUTAGE AND VACUUM BUILDING OUTAGE.


MS. KERR:  Can we have a repeat back of the four planned outages, if you don't mind?  Just to make sure that's in the undertaking.


MS. ZHANG:  Great, I will do that.  They will be -- the four types will be regular planned outages, non-refurbishment outages, which is also called cyclical outage, post-refurbishment outage and vacuum building outage.  So the undertaking is to provide a breakdown of historical and forecast spending for each type of these four outages.

I understand from the prefiled evidence that there are cyclical outages that are in addition to and separate from the refurbishment of units, so I wonder how about the regular planned outages.

My understanding is this type of outage is not required for units being off-line during refurbishment.  Is that correct?

MS. KERR:  That is correct.

MS. ZHANG:  Thank you.  Do you have a high-level estimate of average cost per regular planned outages forecasted for the IR term?

MS. KERR:  Regular planned outages?


MS. ZHANG:  Yeah, regular planned.

MS. KERR:  Are you looking for which station or overall average?

MS. ZHANG:  If you can do it by station, that would be great.

MS. KERR:  Yes, I do.  For a regular planned outage -- I'm going to give an estimate to that number right now.  For Pickering, it is between 60 and 90 million dollars.  And this is on an average outage basis, average cost.  Darlington is between 100 and 120 million dollars and this is during the IR term.

MS. ZHANG:  Sorry, the Pickering one is not during IR term or that's historical?

MS. KERR:  I believe you asked for IR term, if I understood you correctly.

MS. ZHANG:  Yes, I understand for IR term.  So both of them were forecast?

MS. KERR:  That's correct.  That's correct.  And the undertaking we just took will validate what I just communicated.

MS. ZHANG:  Yes, exactly.  Okay.  So where are we at?  Can we go back to Staff 237, please?  Thank you.

In part B of this IR, you provided a post-refurbishment outage cost by unit for Darlington, and I see that Unit 4 is not in a table here.  I just want to confirm that there is no post-refurbishment outage scheduled for Unit 4 for the IR term.


MS. KERR:  I am confirming that that is correct.

MS. ZHANG:  Thank you.

MS. KERR:  You're welcome.

MS. ZHANG:  When I'm looking at the numbers for each post-refurbishment outage here, the numbers, vary a lot.  So I wonder what are the determining factors for the cost of these post-refurbishment outages?

MS. KERR:  Yes, the estimation we provide in our forecast for both what we call PR 1 and PR 2 -- post-refurbishment outage 1, and post-refurbishment outage 2 -- is based on an unbudgeted planned outage average, based on a number of days is how we've estimated this cost at this point in time.

MS. ZHANG:  Okay, thank you.

MS. KERR:  You're welcome.

MS. ZHANG:  Can we go to part C?  So part C we asked for the post-refurbishment outage, the actual cost on Unit 2, and the responses for that, it is -- it has not been completed as of the date of having this IR.  I'm just wondering when did you start this post-refurbishment outage number 1 for Unit 2?

MS. KERR:  We have not started our post-refurbishment outage number 1 for Unit 2.

MS. ZHANG:  Has not started?

MS. KERR:  That's correct.  That's correct.

MS. ZHANG:  Okay.  Okay.  Is that possible to provide an estimated budget for this cost based on whatever it is, the information you have?

MS. KERR:  Yes we can, we can take that undertaking.

MS. ZHANG:  Great.  Thank you.

MS. KERR:  You're welcome.

MR. MILLAR:  That's JT2.6.
UNDERTAKING NO. JT2.6:  TO PROVIDE AN ESTIMATED BUDGET FOR THE POST-REFURBISHMENT OUTAGE OF UNIT 2.

MS. ZHANG:  And moving on to an area that is slightly different.  It's Staff 208, Exhibit L-F2-01-Staff-208.  It's about the fleet-wide initiatives you identified in the last proceeding.  In particular I'm interested -- can you please go to the second page.  Okay.  Stay here.  Thank you.  In particular I'm interested in this outage improvement initiative you mentioned here.  So you stated that this initiative resulted in efficiencies and improvements in outage planning and execution which contributed to the reduction of planned outage days at both Pickering and Darlington over 2017 to 2019.  And you also referred us to responses to Staff 181.  And I believe in that IR you show that the average outage duration for the forecast period is expected to decrease compared to the historical period.

My question is, was there any cost to savings in outage OM&A resulting from this initiative over the historical period?

MS. KERR:  I'm going to start out with a response to this question, and I would say that the initiative for outage improvement has, as stated here, has -- and has resulted in an improvement in our outage planning.  Therefore, the outage execution has become more efficient, meaning understanding, ensuring scope that's identified early is executed at a very high percentage rate.  So not necessarily will result in outage OM&A savings per se, but will result in a reliable time frame of our outages in terms of when we expect them to come back online.  And I'm going to ask Ms. McWilliams if there is anything she would like to add to that.

MS. McWILLIAMS:  Thank you, Mrs. Kerr.  This is Leslie McWilliams speaking.  I can speak to some of the outage improvements that were implemented in the last IR period that have resulted in reduced durations and efficiencies and are also built into our upcoming rate period.  It might help if I give a couple of examples to illustrate some of the changes and methodologies that we have implemented at Pickering.

We looked at our asset preservation scope and we determined what we needed to do to safely and reliably operate our Pickering unit to the end of commercial operations.  And so work, preventative maintenance work that we would have done were we planning to extend the operation of the units, say an additional 30 years, we looked at that scope and determined what we did not need to do.

An example of that is our heat transport, low level drained state maintenance, which has historically been on critical path in our Pickering outages, where we reduce the level of a heat transport system to a level such that we can inspect and do preventative maintenance on some components.  With the operation, Pickering's commercial operations in the forecasted 2024 and 2025, we validated that we did not need to do that work, and we did remove that from some outages in the previous IR term which resulted in a reduction of critical path outage days, and we have built that into the upcoming 2022 to 2026 period.  And as a result I can confirm that equals 81 less outage days at Pickering in 2022 to 2026 time frame.  That's the scope perspective.

One other I'll share is some innovations, and innovation with the use of our machine-delivered scrape, so that's a critical path activity performed in a Pickering outage, and by changing to this machine-delivered scrape instead of using conventional, more manual work, this allowed us to reduce our durations in terms of setup, commissioning, and execution.  And this technique has resulted in overall obtaining the same scrape data results needed for as part of our scope management program but has been completed in a shorter duration of time, and that time has also been built into our 2022 to 2026 rates period and also will reduce and result in about 80 less Pickering outage days in the future.

And Ms. Kerr would be able to provide that translation into cost, perhaps not on the spot, but that would be something that we could obtain.

MS. KERR:  Thank you, Mrs. McWilliams.  Just one last piece of context on this, as it has been a major initiative within OPG, and the -- when an outage comes in on time, on budget, what happens is we talked about our base labour, how we allocate base labour on -- that's usually our first line, is to allocate base labour when we can.  That means if we do not require base labour to be working on outage scope, they can then continue working on other base activities that are required to maintain equipment reliability.

MS. ZHANG:  Thank you.  I'm cautious to time.  I'll just ask a yes or no question.  Is there a way to quantify the cost of the saving for the historical period?  You can just say yes or no.

MR. MILLAR:  I'm sorry to interrupt, folks.  We were having some trouble with the court reporter, and I'm not sure if she is online.

[Technical interruption.]

MR. MILLAR:  You have about fifteen minutes.

MS. ZHANG:  I will repeat the question I asked.  It's a yes or no question.  Is there a way to quantify cost of savings from this outage improvement initiative for the historical period?

MS. KERR:  No, it is not, because no two outages are alike.

MS. ZHANG:  Okay.  I'll move on to base OM&A.  It's Staff 230.  It's Exhibit L-F2-02-Staff-230.  While we are pulling it up, in part B of this IR we asked the impact on base OM&A while Unit 2 of Darlington is off-line for refurbishment.

The responses were that there was no material impact of base OM&A during refurbishment, and the majority of costs associated with Darlington remain fixed.  And you also referred us to IR responses from the last proceeding, where you provided a list of work that are still required while units are being off-line for refurbishment.

It appears to me that the examples you listed here are mainly characterized as station function.  I wonder how about the operation and project function.

Can you please discuss what's the impact on these functions while units being off-line for refurbishment?  Is there any impact on those costs during refurbishment?

MS. KERR:  I mean, outside of what I've already commented regarding the fact that engineering during the Darlington refurbishment needs to backfill, and they use specialized skill sets in our engineering department to specifically work on the refurbishment.  They are then backfilled with specialized purchase service or augmented temporary staff in order to complete that same work that needs to be done.

So my answer would remain the same for operations and support as it does for the actual station itself, regarding the work in DRP and how it impacts our normal base OM&A.  There is little change to base OM&A, as it's mainly fixed.

MS. ZHANG:  Thank you.

MS. KERR:  You're welcome.

MS. ZHANG:  I have one question that relates to Staff 2.  I don't think we necessarily need to go there.  In that IR, you provided us 2020 actuals and when you explain the variance between 2020 actual versus budget or base OM&A, you mentioned that the temporary unfilled vacancies were identified as one of the primary drivers.

So I wonder how much of this 13.2-million variance is driven by unfilled vacancies.

MS. KERR:  If you would please indulge me in asking OPG to bring up that information, I think it would be easier to walk through that, if you don't mind.

MS. ZHANG:  Sure.  It's Exhibit L-A1-02-Staff-002.  Right here.  It's nuclear operations base OM&A.  The variance is 13.2 million underspending.  And you mention that the variance is primarily attributable to temporary unfilled vacancies.

My question is how much of this 13.2 million is driven by temporary unfilled vacancies?

MS. KERR:  I would have to take that as an undertaking.  I just don't know the number, the breakout between the three off the top of my head.  So I'd appreciate that.  So we will take that as an undertaking.

MR. MILLAR:  JT2.7.
UNDERTAKING NO. JT2.7:  TO explain HOW MUCH OF THE 13.2-MILLION-DOLLAR VARIANCE IS DRIVEN BY UNFILLED VACANCIES.


MS. KERR:  Do we need a repeat back of that undertaking?

MR. MILLAR:  I think it was to explain how much of the 13.2 million dollar variance is driven by unfilled vacancies.

MS. KERR:  That's correct, thank you.

MR. MILLAR:  JT2.7.

MS. ZHANG:  Thanks.  Can we please pull up Staff 224, Exhibit L-F2-02-Staff-224.  That's my last two questions.  Can we go to chart 1 of this IR?

So in chart 1 of this IR, you provided monthly base OM&A for Darlington.  By looking at the number here, it is telling me that this is a station function of base OM&A.  So I wonder do you also prepare the operations and the project support function of base OM&A on a monthly basis for 2022?

MS. KERR:  Yes.

MS. ZHANG:  You do?  Can you provide that, please?

MS. KERR:  Yes.

MR. MILLAR:  That's JT2.8.
UNDERTAKING NO. JT2.8:  TO PROVIDE THE PREPARATION OF THE OPERATIONS AND THE PROJECT SUPPORT FUNCTION OF BASE OM&A ON A MONTHLY BASIS FOR 2022.

MS. ZHANG:  My last question maybe also will be an undertaking.  Can you provide a breakdown of operation and the project support costs in base OM&A by resource time?  We have that on the upper row level.

MS. KERR:  Yes, yes, we can, as an undertaking.

MS. ZHANG:  Yeah --


MR. MILLAR:  Sorry, go ahead.

MS. ZHANG:  Sorry, Michael, for historical as well as forecast for 2016 to 2026 to match what we have in evidence.

MR. MILLAR:  And that is JT2.9.
UNDERTAKING NO. JT2.9:  TO PROVIDE A BREAKDOWN OF OPERATION AND THE PROJECT SUPPORT COSTS IN BASE OM&A BY RESOURCE TIME FOR HISTORICAL AS WELL AS FORECAST FOR 2016 TO 2026 TO MATCH WHAT WE HAVE IN EVIDENCE.

MS. ZHANG:  Thank you.  That's all my question.  Thanks a lot.  That's very helpful.

MS. KERR:  You're welcome.

MR. MILLAR:  Great.  Thank you, Ms. Zhang.  Next up on the schedule I believe we have Energy Probe.  Is that you, Mr. Ladanyi?

MR. LADANYI:  Yes, it is me.

MR. MILLAR:  Okay.  Over to you.  I have got you for 10 minutes.
Examination by Mr. Ladanyi:

MR. LADANYI:  I'll try and be ten minutes.

Good morning, panel.  My name is Tom Ladanyi.  I'm the consultant representing Energy Probe.  Most of you know me already.

So if we can turn to Energy Probe number 18, which is Exhibit L-D2-01-Energy Probe-18.  And this interrogatory deals with the KPMG audit report.  And as I understand this audit report, it has a requirement or a directive from the last OPG decision, and the OEB wanted to have an audit of the projects and modifications group; is that right?

MR. SURDU:  That is correct, Mr. Ladanyi.

MR. LADANYI:  Thank you.  So in general, the report seems positive, but the KPMG does find deficiencies, and I point out one in the preamble.  Just go up a little bit.  Essentially, what it says is:

"Even though the procedure requires the contractor to submit a basis of scheduled document, P&M did not have this document for the majority of projects."


And then I asked a number of sub-questions here, A, B, and C, so we can turn down to the answer to A, and you appear to be disputing what KPMG has found.  So do you actually agree or disagree with KPMG?

MR. SURDU:  Mr. Ladanyi, before I answer that question, you stated that the KPMG identified a few deficiencies, if I remember correctly.  I would like to state that KPMG identified only one finding and a few opportunities for improvement.  Now, back to your question.  OPG does not contest the KPMG finding.  There were projects where that document which was requested in our governance was missing.  And the numbers are stated in our response under part A on the screen.

MR. LADANYI:  So the basis of schedule document was not initially required, as I read part A, until 2018, and then you put in place that requirement; is that correct?

MR. SURDU:  I will need to check the exact date, Mr. Ladanyi, but that might be the case.  I could check that.

MR. LADANYI:  No, I'll leave it at that.  Can we turn to page 2 of the response.  As I read the last paragraph of page 2, it appears to me that you're no longer requiring this basis of schedule document?  Is that what it says?

MR. SURDU:  We do require this document for more complex projects, and that clarification was made in our updated governance.  We believe that that was one aspect that created, you know, the situation.  We were missing the business -- the basis of schedule.  That documentation was actually recorded in different documents, so we took the opportunity to clarify that further in our documentation and make the requirements more clear in the updated governance.

MR. LADANYI:  So you still require it for larger projects but not for smaller projects; is that right?

MR. SURDU:  That is correct, Mr. Ladanyi.

MR. LADANYI:  How would you differentiate between the two?  Is there a dollar amount, or is there -- who decides what is the small projects, what is the large projects?

MR. SURDU:  We have a scalability model that takes into account both the dollar amount for the project and the complexity of the project.

MR. LADANYI:  So the contractor would be told if the basis of schedule is required or not upfront; is that right?

MR. SURDU:  That is correct.

MR. LADANYI:  Thank you for that.  And my other area is actually very short, I hope.  So if you can turn to an interrogatory that I actually had up for panel 1, and I just wanted a clarification.  I was directed to ask this panel.

And if you can turn to Energy Probe 33, Exhibit L, D2-02-Energy Probe-33, and specifically to the attachment 1, which is a report about cooperation with Bruce Power.  And if you can turn to page 14 of attachment 1.  And go down to page 14.  I don't -- yeah, there.  Waste management, yes.  Keep going down so we can see waste management, and here there's a discussion about -- it starts here and goes on to the next page about OPG storing MCR waste, which is major component replacement waste for Bruce Power.  You can see the top paragraph.

So I understand that this major component waste are pressure tubes and fuel channels that were removed from Bruce reactors, and they are stored somewhere by OPG; is that right?

MS. KERR:  Mr. Ladanyi, it is correct.  I would want to take this back for further discussion before answering in completion on this.

MR. LADANYI:  So did you want to go to a breakout room?

MS. KERR:  Yes, I do.

MR. KEIZER:  All right.  Just before people go to the breakout, I guess clarifying, though, with the panel as to whether this is a question that's better suited for the next panel relating to the Bruce lease or whether or not your question goes to that format?

MS. KERR:  Mr. Keizer, yes, I was moving in that direction, that this would be more appropriate for panel 3 on anything regarding the Bruce, as well as our nuclear liability in addition to that as well.  So maybe we can cancel --


MR. LADANYI:  For clarification, if this is -- as I read this, this is specifically not -- it's not something that is included in the Bruce lease, it is something -- an extra that OPG is currently doing for Bruce, and I'm particularly interested in a couple of aspects, so you can discuss in your breakout room whether Bruce is paying any money to OPG and if it is how much it's paying; and secondly, was this waste actually trucked to Darlington from Bruce?  So I understand that this might be radioactive pressure tubes.  And were they taken to Darlington or are they sitting somewhere near the Bruce site?

MR. KEIZER:  My understanding is it does relate to the Bruce lease, certainly in terms of the cost element.  I don't know about the physical element of it, but your questions related to the cost element does relate to the Bruce lease and does relate to financial elements that are best related or dealt with within the context of panel 3.

MR. LADANYI:  So do you want to go to the breakout room?

MR. KEIZER:  I mean you should direct your question to panel 3.  So I don't know if we necessarily need a breakout room if that's the best place for your question to be addressed.

MR. LADANYI:  All right.  We can address it -- we're now going from panel 1 to panel 2 and now to panel 3, and possibly to the hearing.  Thank you.  These are all my questions.

MR. KEIZER:  Thank you, Mr. Ladanyi.

MR. MILLAR:  Thanks, Mr. Ladanyi.  Next up is CCC.  Is that you, Mr. Buonaguro?

MR. BUONAGURO:  Yes, it is.

MR. MILLAR:  Over to you.

Examination by Mr. Buonaguro:


MR. BUONAGURO:  Good morning, panel.  I'm Michael Buonaguro, counsel for the Consumers Council of Canada.  My questions entirely relate to the production forecast, and I'm going to start at reference Exhibit L-E2-01-CCC-044.  So it's CCC 44 on the production forecast evidence.

This interrogatory asked about the planned vacuum building outage at Pickering, and my understanding is it was originally -- that the last one was done in April 2010, as you can see from the preamble, and originally it would have been -- it would have been required in 2020, if I'm not mistaken, the ten-year interval, is that correct?

MS. McWILLIAMS:  Yes.  The Pickering vacuum building outage was planned in the last IR term on the ten-year frequency.  Yes, it would be in 2010.

MR. BUONAGURO:  Sorry, it should have been 2020 -- but as you can see the initial date was 2020 --


MS. McWILLIAMS:  Yes.


MR. BUONAGURO:  --yeah.  My question, though, my first question is it was included in rates on a forecast basis in 2021.  In 2016, in EB-2016-0152, it was forecast for 2021 and I would like to know why that was, because at that time, it was required in 2020.

MS. McWILLIAMS:  What I would say is we were at the time, OPG, working on some outage improvement initiatives for the vacuum building.  And I would say that the vacuum building outage at Pickering was going to be completed in the previous IR term.  And so that was built into our generation plan.

It represented our best forecasted production at the time it was produced.  So we did have a legal requirement to complete that vacuum building outage in the last rate period.

That preamble above, which you can't see right now, but the preamble outlined here shows how we were able to increase that inspection interval to twelve years, which allowed OPG to defer the vacuum building outage until 2022.

MR. BUONAGURO:  Sorry to jump in, but I'm getting a little confused, but I'm going to try and summarize it.  The last one was in 2010, which means it should have been done under the old requirement, would have been done or needed to be done in 2020.  In 2016 you were planning do it in 2021.

I'm assuming that means as early as 2016 you were thinking about extend the deadline for at least one year, so from 10 years to 11 years.  And then in March of 2019, as was mentioned in the preamble, you got approval for 12 years, which let you push it out to 2022.  Is that essentially what happened?

MS. McWILLIAMS:  Essentially, I would need to call up the evidence from the EB-2016 to review the wording.  But what I will characterize for you is a vacuum building outage is a significant undertaking, and so it's a lengthy process to demonstrate inspections and a technical basis to present to the regulator, have back-and-forth discussions, presentations in order to seek their response, which in this case was approval to extend that interval from 10 years to 12 years.

So it's an undertaking and an initiative that does take years from the planning and evidence and providing sufficient technical basis to make that change.

MR. BUONAGURO:  But I think my question is simpler.  In the proceeding in 2016, as the evidence shows and in this case, and this is -- it's in the answers, you planned do it in 2021 and it was incorporated in the production forecast for 2021 on that basis, even though at the time the requirement would have been to do it in 2020.

All I'm assuming is that means that originally you thought you would extend it for one year -- at least one year.  And in March 2019, you got approval for two years.  And now you're moving it from 2021 to 2022?

MS. McWILLIAMS:  That is correct.

MR. BUONAGURO:  Okay.  Now, you mentioned the improvement in the numbers.  If you can go down to the answers at C, so C confirms that when it was planned for 2021, it was 120 specific outage days.  It has actually increased to 150 for 2022.

So I need to understand why that is, because it seems to be getting worse as opposed to better.  Also, if you look in the next question, if you look down a little bit on D, it says that in EB-2016-0152, it assumed a VBO of thirty days' duration per unit, and there are six units, which would have been 180 days.

To summarize, it looks like in 2016 you needed 180-day outage in 2021 to do all six units; you planned for 120, and now you're planning for 150.  Can you reconcile those three numbers for me?

MS. McWILLIAMS:  Yes, I can.  So just to give you the perspective for a vacuum building outage, I wanted to share that the vacuum building is one of our special safety systems.  So when we perform a vacuum building outage, we go inside the vacuum building to perform inspections and maintenance.  And when we do that, the vacuum system, our special safety system is not available.  And that is the basis for why we shut down all of the operating units, to shut them down and put them in the guaranteed shutdown state.

And so at the time, in 2021, Pickering had two planned outages in parallel, and the additional four units that would be shut down comprised the 180 days for the 30-day duration for each of those outages.  With the approval to increase that inspection interval into 2022, where we will complete the vacuum building outage, there is one Pickering planned outage in progress at that time.  So while the one Pickering unit will be in a planned outage, we will shut down the five units into the guaranteed shutdown state, which is the increase of the 30 days from the 120 to 150 days.  It will be five units in the guaranteed shutdown state, a planned outage in parallel at Pickering, and vacuum building outage approved scope.

MR. BUONAGURO:  Okay.  Let me try and understand that.  First of all, the assumption of 30 days per unit for 2021 and 2022 is the same?  Like it's the same -- sorry, go ahead.  You're saying yes?  You haven't changed the underlying assumption for how long you would need to do a vacuum building outage per unit, on a unit-by-unit basis? It's still 30 days?

MS. McWILLIAMS:  That is correct.

MR. BUONAGURO:  Okay.

MR. BUONAGURO:  You can answer after I -- that's the first part.  The second part is that in 2021, it's not 180 days because there's some overlapping outages anyway for some of the units, so that the incremental impact of the VBO on your outage requirements in 2021 was 120 days.  Is that what you're saying?

MS. McWILLIAMS:  120 days for units to be in parallel in a planned outage state -- shutdown state, yes.


MR. BUONAGURO:  And that's slightly different in 2022, which is why you need 150 days?

MS. McWILLIAMS:  We need additional 30 days, yes, specific to the Pickering vacuum building outage window, because the one unit will be a planned outage; the other five units will be in a shutdown state, 30 days each times five.

MR. BUONAGURO:  So from an outage point of view it sounds like the 2022 proposal is a little less efficient than the 2021?

MS. McWILLIAMS:  On the -- the difference being one unit being a planned outage to -- in the shutdown state for those 30 days, that's the basis for those 30 days.  What I would -- what I would share with you is just to talk about some of the improvements and to give you the outage duration for the vacuum building outage from the year 2010 when we last performed the vacuum building outage.  Each of those units were in the shutdown state for a 45-day duration.  So from 2010 working to 2021 and 2022 at this time we are forecasting the reduction of those -- the duration from 45 days to 30 days.  And the basis for that 15-day reduction from the last time we executed the vacuum building outage to this current time is the basis that some modifications and replacement of dousing system components, which is equipment inside the vacuum building outage, will not be required.

So while we haven't inspected this piping yet, OPG is bearing that risk of extending this duration if we determine the need to do that work.

MR. BUONAGURO:  Thank you for that, but I think you already confirmed that the planned duration time per unit for 2021-2022 hasn't changed.  It's still 30 days per unit.  And I don't think you've said that you're planning on doing anything different in terms of the vacuum building outage in 2022.  You wouldn't be doing it differently than you would be if you were doing it in 2021; you're doing it differently based on what you did in 2010.  You learned from 2010.  But those lessons are being applied equally whether you're doing it in 2021 or 2022, correct?

MS. McWILLIAMS:  Well, I can share with you we are working on further initiatives to look for additional reductions in that duration, so in 2019 we initiated some online inspections, so outside the vacuum structure, inspections we would normally do in a vacuum building outage, and we are generating a technical assessment to support crediting these online inspections.

So while we move the vacuum building outage to 2022, it is giving us more time to investigate these innovations.  And so what we're doing is performing some additional work right now outside the vacuum building, but to support this technical basis, and so through the use of drones, to give you an example, to propose using drones to do some of the visual inspections, which would normally be performed by building a scaffold to access the locations, having a quality-control inspector perform a visual inspection and then record findings on a QC report.  And so we are working on these.  We're working to prepare a submission to the regulator in Q2 of this year to credit some of these online inspections and initiatives.

MR. BUONAGURO:  Are you saying that it would reduce the cost and duration of the 2022 outage?

MS. McWILLIAMS:  Well, it's difficult -- well, that is our intention.  It is -- it's impossible for me to predict what those specific scope elements, if any, would be accepted by our regulator.  And so what I envision happening is we submit the technical basis and report in Q2 of this year.  There will be further discussions with our regulator, presentations.  It is unlikely we will have that feeDVAck until Q1 of 2022 to determine whether any of these inspections and methodologies can be credited.

MR. BUONAGURO:  In the meantime, you'd agree that none of those potential increases in outage length or reductions in costs have been incorporated in the forecast for 2022 from a rate-making perspective?

MS. McWILLIAMS:  At this time they have not been built in, because I have the legal requirement to complete the approved scope as is, which is anticipated to take the 30-day duration to execute.

MR. BUONAGURO:  And is that the driver for moving it from 2021 to 2022, to try and capture potential incremental increases in outage time and cost?  Is that why you're moving from 2021 to 2022?  Because I have to say, from a ratepayer perspective what I see -- and it's in the following answers in part E -- I see is incremental revenue in 2021 to the company of $121 million, and incremental savings of $35 million for having moved it out of 2021, and an incremental increase in the proposed payment amounts from 100 dollars to -- 100.01 dollars per megawatt-hour to 101.51 megawatt-hour per hour -- megawatt -- megawatts per hour in 2022 as a result from a ratepayer perspective.  And what you're telling me is you're doing that because you might be able to shorten the duration of the outage and maybe get some costs; and if you do, those will go to the credit of OPG.  Is that a fair summary?

MS. McWILLIAMS:  I would say that the -- so what -- a vacuum building outage is a significant undertaking, right?  It's disruptive to OPG in terms of resources.  It's disruptive to the Ontario electricity grid.  So there is benefit to moving that vacuum building outage into 2022 to give us the time to leverage some of these opportunities and innovations that -- while today I'm saying may lead to further improvements in that 2022 vacuum building outage, I do not have that approval today.  But those opportunities and innovations I'm confident will be beneficial for future vacuum building outages.  And while that may be Darlington vacuum building outage in 2027, I do see benefit to leveraging these initiatives and giving us the time to provide a technical basis to credit those inspections.

And that is the basis for why we're pursuing it now, submitting that documentation to the CNSC, responding to questions for the CNSC with an effort to leverage and be able to credit different methodologies and efficiencies.

MR. BUONAGURO:  Thank you.  If I can turn quickly to my other interrogatory response that I cited for this process.  It's -- I think -- sorry, it's Exhibit L-E2-01-CCC-042, and we can go straight to attachment 1, page 2.

MR. MILLAR:  And Mike, just as a heads-up, you're just about out of time.

MR. BUONAGURO:  Thanks.  I actually asked for 20 minutes, but it got split up, so I'm hoping this will be very quick.

I just wanted to confirm some of the math here.  This shows the estimated revenue impact of production variances between 2008 and 2020, and I'm just going to use 2020 as an example to make sure I understand this correctly.

So this shows the approved -- OEB-approved terawatt-hours production for 2020.  It shows the actual.  It shows the difference.  It shows the payment amount for the year and it shows the revenue impact of that incremental production.  You explain in the footnote that the incremental revenue impact is net of fuel costs at November 3?

MS. McWILLIAMS:  Any specifics on this table 2 specific to revenue impact and footnotes I am going to defer to panel 3 to provide you that response.

MR. BUONAGURO:  Thank you for that.  Maybe then just at a high level I note that incremental fuel costs are included.  The implication there is that there is no incremental OM&A associated with increased production.  So once you get into incremental production over the forecast terawatt-hours for the year you're not claiming any incremental OM&A cost to generate that production?

MS. KERR:  Based on the reason for the increase in production in the time period you're referencing would depend on whether there was incremental OM&A.

MR. BUONAGURO:  For example, I think the large chunks of this are because of -- and 2020 in particular, a lot of this -- I think at least 5.6 of the 6.6 cited variance is because of deferred planned outages as a result of COVID.  Is that fair?

MS. KERR:  That is correct.  In addition to the movement as well from a 24- to 30-month cycle.  Yes, that would be fair.

MR. BUONAGURO:  I'm not going to go to the COVID evidence, but you answered in interrogatories, showed what is being tracked in the COVID account, and those actually have OM&A savings associated with them.  So you defer the planned outage date, there is a net saving in OM&A which isn't tracked here, but it is there.  It is tracked somewhere else.  Which implies to me there is no net increase in OM&A to reduce production largely from when those -- when those are arising because of cancelled planned outages?

MS. KERR:  Just speaking to the deferral of the outages as a result of COVID, they moved to 2021.  So during this IR period, it is a net zero impact to OM&A, average OM&A.

MR. BUONAGURO:  Yeah, and I'm not really talking about COVID.  I appreciate the point, but I'm saying that when you have a 30-day planned outage, for example, and you don't have do it because -- for whatever reason, you're showing savings in OM&A, not increases in OM&A?

MS. KERR:  That would be correct, by nature of not performing a planned outage.

MR. BUONAGURO:  And if I want to get in the details of this calculation, I can ask panel 3, is what I'm being told?

MS. KERR:  Specifically on revenue, yes.

MR. BUONAGURO:  That's fine.  Thank you those are my questions.

MS. KERR:  You're welcome.

MR. MILLAR:  Thank you, Mr. Buonaguro.  We will take our morning break and return in 15 minutes which is, I guess, 11:19.  See you then.
--- Recess taken at 11:04 a.m.
--- On resuming at 11:19 a.m.

MR. MILLAR:  We're going to turn it over to Ms. Grice, who's got about 40 minutes, and then, Charles, I'm hoping we can get panel 3 up.  We'll look at the time, but it would be nice to get them started if we can before the lunch break.  And Kent, you will be up first with them.  I'm not sure if you're on the line, but just as a heads-up you might be up in about 40 minutes.

With that I will turn it over to you, Ms. Grice.
Examination by Ms. Grice:

MS. GRICE:  Great.  Thank you.  Good morning.  Shelley Grice, consultant for AMPCO.  I just -- my first question is a follow-up from panel 1.  I asked a question regarding the tritium removal facility and what it will be supporting, and I had a question with respect to AMPCO 84.  So the reference is D2-02-AMPCO-084, and it's part C.  Thank you.

I had a discussion with panel 1 regarding receiving the project charter and the project business case for the information that's provided in response to part C, which says:

"Of note, the TRF will also continue to support post-operations requirements for management of Pickering heavy water."

And they asked that I bring it up with this panel, so I just wanted to follow up and ask if you could provide the project charter and the business case that is referencing what is in the response to part C.

MR. KEIZER:  Ms. Grice, for some reason I'm not sure if -- my video doesn't seem to show up on my screen, but that's an out of -- outside the rate period.  It's not something that's relevant to this proceeding, and we're not going to be able to provide that.

MS. GRICE:  Okay.  Okay.  Thank you.  Can we start then for panel 2 AMPCO 8, please.

MS. PATCHETT:  Sorry, can I get the full exhibit number?

MS. GRICE:  Sure.  It's A2-02-AMPCO-008.  Okay.  We asked in AMPCO 8 for OPG to indicate which projects that had been completed that have a comprehensive post-implementation review document, and you provide the list in the response, and there are four projects.  And it looks like none of the comprehensive post-implementation reviews have been completed.  So I just wanted to go ask a few questions about these ones.

So the first project is the Darlington operations support building.  And based on the evidence in this proceeding, it looks like the project was finished in November of 2015 and that the business case summary indicates that the comprehensive PIR was to be completed in October 30th of 2016.

Will you accept those dates subject to check?

MR. SURDU:  Subject to check.

MS. GRICE:  Okay.  So --


MR. SURDU:  This is the counsel to OPG, sorry.

MS. GRICE:  Sorry.  Okay.  So the comprehensive post-implementation review has not been completed.  Can you explain why not and if it's going to be completed and when it will be done?

MR. SURDU:  PIRwill be completed.  I don't have the exact date handy right now, Ms. Grice.

MS. GRICE:  Could you undertake to provide that, when you expect to have that done?

MR. SURDU:  We can definitely undertake that.

MR. MILLAR:  It's JT2.10.
UNDERTAKING NO. JT2.10:  FOR THE PROJECTS REFERRED TO IN A2-02-AMPCO-008:  (A) TO ADVISE WHEN PIRWILL BE COMPLETED; (B) TO PROVIDE THE DATES THAT THE THREE REMAINING PROJECTS WERE EXPECTED TO HAVE A COMPREHENSIVE PIR COMPLETED, TO INDICATE WHY THEY HAVEN'T BEEN COMPLETED, AND WHEN YOU EXPECT TO HAVE THEM COMPLETED.

MS. GRICE:  Okay.  And for the remaining projects, they haven't been completed either.  Would you undertake to provide when the comprehensive PIRs for these three projects was due and when you expect it to be completed if it's not completed or -- yes, sorry, let me just say that again.  Could you please undertake to provide the dates that these three projects were expected to have a comprehensive PIR completed and then indicate why they haven't been completed and when you expect to have them completed?

MR. SURDU:  We can undertake that.

MS. GRICE:  Okay.  Thank you.

MR. MILLAR:  Ms. Grice, is that part of the other undertaking or is that a new undertaking?

MS. GRICE:  It certainly could be part of one undertaking.

MR. MILLAR:  Okay.  Let's make all that JT2.10.

MS. GRICE:  Okay.  Thank you.  And then if we can please turn to AMPCO 66.  This is D2-01-AMPCO-066.  So in this question we asked for the completed post-implementation reviews, so the ones that weren't comprehensive, for all of the tier 1 projects, and you provided a status on the post-implementation reviews related to the tier 1 projects.

I wanted to ask if you would be willing to provide for the tier 2 projects and tier 3, so these -- sorry, tier 2 projects, so these are projects that are between 5 and 20 million.  If you could for the completed projects provide a table that shows the date the PIRs were to be completed, the status, and then provide any copies of completed PIRs.

Would you be willing to undertake to do that?

MR. SURDU:  Yes, we can undertake that.  I'm just not sure how many there are.  We can undertake that.

MS. GRICE:  Thank you.

MR. MILLAR:  JT2.11.
UNDERTAKING NO. JT2.11:  FOR THE COMPLETED PROJECTS PROVIDE A TABLE THAT SHOWS THE DATE THE PIRS WERE TO BE COMPLETED, THE STATUS, AND THEN PROVIDE ANY COPIES OF COMPLETED PIRS.

MS. GRICE:  And my next question is related to AMPCO 14, and that's D2-01-AMPCO-014.  And in part D of the response we ask for the terms of reference for the asset investment steering committee, and I note that it wasn't provided in part D.  Are you able to provide a copy of that?

MR. ICYK:  Can you clarify which terms of reference you're looking for there?

MS. GRICE:  So this is for the asset investment steering committee that was in place prior to 2018.  I'm sorry, am I -- sorry.

MR. KEIZER:  You're looking for the terms of reference for the asset investment steering committee that pre-existed the AMOC and PMOC that's referenced in the IR?

MS. GRICE:  Correct.

MR. KEIZER:  And the relevance of that is that...

MS. GRICE:  You have -- you have a change in your project management approach that occurred in 2018, and so it's to understand the changes -- the base case of the asset investment steering committee, provides valuable information on what changes were made to the project management approach by OPG.

MR. KEIZER:  I think I understand.  You're looking for a base case, basically.  Where did you start from now you've made the change, and I'm not sure whether the information is available or not.

MS. GRICE:  If there is a terms of reference for the asset investment steering committee, would OPG undertake to provide it?

MR. KEIZER:  I look to Mr. Icyk as to whether or not he is aware of it.

MR. ICYK:  Would it be okay if we do a quick huddle?

MS. GRICE:  Sure.

MR. ICYK:  Thanks.

MR. MILLAR:  Lillian, if you're there could you arrange a breakout room, please?

[Witness panel confers.]


MR. SURDU:  Ms. Grice, we'll undertake to look for the AISC term of reference and provide it.

MR. MILLAR:  JT2.12.
UNDERTAKING NO. JT2.12:  TO LOOK FOR THE AISC TERM OF REFERENCE AND PROVIDE IT.

MS. GRICE:  Thank you.  I just have a quick question on part B of the response.  You talk about how the changes you've made to your project management process has resulted in more efficient and effective asset management, investment planning and project management.

Would you be able to just provide a link for which group now has account ability for each of these things?  My understanding is it used to be the asset investment steering committee for all three.  Now you have new committees, AMOC and PMOC.

Could you provide a link as to which group has accountability?

MR. SURDU:  Yes.  So that area is described in Exhibit D2, tab 1, schedule 1, page 2 on to page 5.

MS. GRICE:  If I go there, it will be clear which group has accountability for each of these three things?

MR. SURDU:  Yes, it should be clear.  There is also a figure that you can refer to, and if there's any questions, we can clarify, Ms. Grice.

MS. GRICE:  Okay.  Thank you.  Can we turn to AMPCO 21, please?  This is D2-01-AMPCO-021.  This talks about the performance metrics for the EPO, and I just have a quick question.  Can you just remind me when the EPO was put in place?

MS. KERR:  It began in 2017.

MS. GRICE:  Thank you.  And then in part B, you provide metrics that you've established for the EPO, which is the Enterprise Projects Organization.  So if we look at financial strength, it says here you've got annual budget targets and annual regular head count targets.

Can you just explain which targets are you managing to?  Are they OEB-approved targets, or are they your internal business plan approved targets?

MR. SURDU:  The reference that you're pointing out to refer to are targets in the business plan.

MS. GRICE:  Okay.  Thank you.  Are you able to provide these metrics from 2017 on to 2017 to 2020 -- sorry, 2021, in terms of what these targets are and what the actuals are?

MR. SURDU:  I think we already have an undertaking to provide this from our session on Monday with Mr. Rubenstein.  Can we check if that's sufficient to satisfy your requirement?  Is it possible to do that?

MS. GRICE:  Yes, certainly.

MR. SURDU:  Is it possible to bring the undertaking that we --


MR. KEIZER:  Mr. Surdu, are you asking to bring it up on the screen?

MR. SURDU:  Yes.  I'm not sure what the process is.  If Ms. Grice is in agreement that that undertaking will answer her question as well, I think we can keep it as that.

MR. KEIZER:  I'm thinking in terms of the efficiency, maybe what we can do is if that undertaking -- and I'm not sure what the number is sufficient to answer Ms. Grice's question, then that will be the basis of any undertaking we would give here if there was a distinction.  And I think your question is provide the targets from 17 to 21, and the results from 17 to 21.  That's what you're asking for?

MS. GRICE:  Correct.

MR. KEIZER:  So to the extent that it's already subsumed within the SEC IR -- sorry, the undertaking, then we would assume this undertaking would be resolved.  Otherwise, to the extent we have it, Mr. Surdu, do we actually have the information that could be provided?

MR. SURDU:  Thank you, Mr. Keizer.

MS. GRICE:  That's something we can check maybe after the lunch break or something?

MR. KEIZER:  That's fine.  Yeah, we can report back.

MS. GRICE:  Thank you.  My next question is on AMPCO 37, and that's D2-02-AMPCO-037.  We asked a question about the metrics you historically were using for the projects and modifications portfolio, and asked for the SPI and CPI values for 2017 to 2020.

And you explain in the response that you no longer use SPI and CPI for the projects and modifications group as of 2018.

So the first part of my question is:  Is it possible to get the SPI and CPI values for 2017?  Because my understanding would be that at that time, you were still using your previous metrics.

So the undertaking would be if we can get the CPI and SPI values for year-end 2017, and any reports that would be issued around explaining the metrics for projects and modifications.

MR. KEIZER:  Sorry, I guess the question is what the relevance is of just getting it for 2017, given we're dealing with -- you know, a time period that's passed since then, and also dealing with a completely different period.

MS. GRICE:  Well, part 2 of my question was going to be around what we can get for 2018 and on, so I just wanted to deal with 2017 first, because that was the year where you did it the same way you did it in the previous years.

Perhaps I should ask then my next question and we can talk about whether -- how relevant --


MR. KEIZER:  Yeah, that may be best, yeah.

MS. GRICE:  Okay.  So then it says that you no longer use SPI and CPI metrics, and then you refer us to SEC 59, which shows the new metrics that are being used for nuclear projects, but you say that you still continue to provide SPI and CPI metrics at the project level.

So part 2 of my question was going to be if we could get an undertaking that would provide the SPI and CPI for each project over the time frame, 2018 to 2020, that would show at the same time every year, so say year end what the SPI and CPI is by project.

MR. SURDU:  So Ms. Grice, to clarify what you're looking for, are you looking for CPI and SPI values for the P&M project at what point in time?

MS. GRICE:  At year end every year, from 2018 to 2020.

MR. SURDU:  We can undertake that on a best-efforts basis and see what is available.

MR. KEIZER:  Can we be just clear about when you say the projects, what are you talking about?  Are you talking about a particular grouping of projects or...

MS. GRICE:  I'm talking about the project list that you provide in D2-01-03, I believe.  You've got all your tables with your projects that are tier 1, tier 2, and tier 3, so it would be those projects by year.

MR. KEIZER:  I think -- so following on from Mr. Surdu's comments, so to the extent that I guess OPG can do it, they will try to do it.  If they can't, they will otherwise advise why they can't.

MR. MILLAR:  It's JT2.13.
UNDERTAKING NO. JT2.13:  TO ADVISE ON A BEST-EFFORTS BASIS WHAT ARE THE CPI AND SPI VALUES FOR THE P&M PROJECT AT YEAR END EVERY YEAR, FROM 2018 TO 2020.

MS. GRICE:  Okay.  And so then that leaves us with the gap in between, which is in 2017 OPG was still reporting at a portfolio level on projects and modifications, and if you would be willing to undertake what your SPI and CPI values were for that year and any report that was issued at the end of the year to discuss the results, if you would be willing to provide that, because there has been a change in the metrics and the gap year where the information is missing.

MR. SURDU:  Ms. Grice, just to clarify, CPI and SPI in -- for project management, in general, are meant for individual projects only.  It was never meant to be a portfolio SPI and CPI.  But to the degree that we can -- we have that information available, we will undertake to provide for 2017.

MR. MILLAR:  JT2.14.
UNDERTAKING NO. JT2.14:  TO PROVIDE SPI AND CPI VALUES FOR 2017; TO PROVIDE ANY REPORT THAT WAS ISSUED AT THE END OF THE YEAR TO DISCUSS THE RESULTS.

MS. GRICE:  Okay.  Thank you.  Not to complicate things, but I was going to say even if you -- okay.  I -- sorry, I'm going leave it there, sorry.

Okay.  If we can please now go to AMPCO 40, which is D2-01-AMPCO-040.  So in the evidence OPG says that it manages its projects portfolio to maintain annual capital expenditures at the level of approved funding.  And then we asked a question around the perceived overspending 2016 to 2021, and OPG goes on to explain that it managed its nuclear project portfolio in accordance with the business planning process and that each year the OPG board of directors approves the annual nuclear projects portfolio budget.

So in order to be able to understand how OPG manages its projects to maintain the appropriate level of funding, there's -- we were wondering if you would undertake to update Table 4A, which is in Exhibit D2, tab 1, Schedule 2, if you would undertake to update Tables 4A and 4B, but instead of showing the OEB-approved amounts you provided the business -- the OPG business planning approved amounts?

MR. KEIZER:  Can we just bring those tables up so people -- the witnesses can make sure that they know exactly what we're talking about?

MS. GRICE:  Sure.  So it's Exhibit D2, tab 1, schedule 2, tables 4A and 4B.

MR. SURDU:  Ms. Grice, can you please clarify what the difference is between this undertaking that you're proposing now and the previous one that I thought was requiring the same information?  In terms of business planning numbers?

MS. GRICE:  I'm sorry, which undertaking was that, I'm sorry?

MR. KEIZER:  Are you referring to the undertaking relating to the targets?  Is that what you're --


MR. SURDU:  Yes, that is correct.  That is correct.

MS. GRICE:  The one regarding the EPO office?

MR. SURDU:  Well, the one you -- Ms. Grice, the one you asked to provide business planning numbers that are being reviewed at the EPO oversight meetings.

MS. GRICE:  It's just my understanding is that those numbers include -- includes information that's not included in this table.  I believe it's renewable generation projects.  So I don't think it's exactly the same targets.

MR. SURDU:  Okay.  I think I would need to understand what you're looking for a little bit better.  Can you please repeat what you're looking for, Ms. Grice?

MS. GRICE:  Yes, okay.  So it would be to recast the Tables 4A and 4B to show instead of the 2017, 2018, 2019, 2020, and 2021 OEB-approved capital amounts, that you revise it to provide your business planning amounts that you used to manage your portfolio within an approved level of funding.

MR. SURDU:  We can provide the business planning numbers.  You just mentioned --


MR. KEIZER:  Sorry, could I just have one moment --


MR. SURDU:  -- OEB-approved -- sorry.  Go ahead, Mr. Keizer.

MR. KEIZER:  Just let me --

[Reporter appeals.]


MR. KEIZER:  Can I just have one moment so that I can -- and then I will come back on screen for one second?  Just have a moment.

[Witness panel confers.]


MR. KEIZER:  I know that the panel is still out conferring, but in terms of the question -- and your question, as I understand it, is that what you want is this table recast for purposes of showing the -- instead of where it says "OEB-approved" that it shows the business plan number with respect to on each year and the actual, relative to that business plan number.

The position of OPG is that we object to that question on the basis of relevance since it's related to past periods; it's related to the fact that what the OEB approves is our in-service amount, not our capital expenditures amount; and are measures with respect to project performances in respect of the in-service amount, not capital expenditure; and that business the plans themselves as past business plans are not relevant.

MS. GRICE:  That's a refusal on completing that table?

MR. KEIZER:  That's a refusal on completing that table.

MS. GRICE:  My next question was going to ask for the same thing on an in-service capital additions basis.  So that would be to recast the table at Exhibit D2, tab 1, schedule 3, tables 4A and 4B, that they be updated to provide the business plan targets for each of those years.

Would OPG be willing to provide the in-service capital additions amounts from the business plan by year?

MR. KEIZER:  Can we bring that up on the screen as well, and have a look at it first before --


MS. GRICE:  Sure.  So that's Exhibit D2, tab 1, schedule 3, tables 4A and 4B.

MR. KEIZER:  I think in the context of the in-service amount, that it continues to be that the relevant context is the OEB approved for in-service amounts, since that is what forms part of rate base.  So the objection is on the same basis.

MS. GRICE:  So a refusal on that question, too?

MR. KEIZER:  That's correct.

MS. GRICE:  Okay.  Thank you.  Just one last question regarding the nuclear projects portfolio.  So with respect to the OM&A targets that OPG managed within, was that the OEB-approved OM&A amounts, or was there something else that was in the business plan in terms of OM&A targets that OPG managed to?

MR. SURDU:  Ms. Grice, are you referring to a particular section in the prefiled evidence or IR?

MS. GRICE:  We can go to AMPCO 13, D2-01-AMPCO-013.  In this interrogatory, you provide the total nuclear portfolio costs broken out between capital and OM&A, and that's in attachment 1.  You have the plan amounts for 2016 to 2021, and I just wanted to ask if those are the amounts that OPG managed to, or if they were -- if you had different OM&A targets as a result of your business planning efforts every year.

MR. SURDU:  Ms. Grice, I will have to take that away and make sure I provide you an accurate answer on it.

MS. GRICE:  Thank you.

MR. MILLAR:  That's JT2.15.
UNDERTAKING NO. JT2.15:  WITH REFERENCE TO THE TOTAL NUCLEAR PORTFOLIO COSTS BROKEN OUT BETWEEN CAPITAL AND OM&A FOR 2016-2021 IN D2-01-AMPCO-013, ATTACHMENT 1, TO ADVISE WHETHER THESE THE AMOUNTS THAT OPG MANAGED TO, OR WHETHER THERE WERE DIFFERENT OM&A TARGETS AS A RESULT OF ANNUAL BUSINESS PLANNING EFFORTS.


MS. GRICE:  I realize I'm at the end of my 40 minutes, so I just have four more interrogatories to ask questions on.  Is it okay if I proceed?

MR. MILLAR:  Yes, go as quick as you can.

MS. GRICE:  The next one is AMPCO 63, which is Exhibit 2, tab 1, AMPCO 63.  In part A, we asked for the rationale for reclassifying a project as capital, and I didn't fully understand how the response met OPG's capitalization policy procedure.

Would you be able to provide more information to explain the rationale for capitalizing this project?  I didn't see anything in the response that talked about how it extended the life of the asset or increased the output of the asset, so I just needed something more specific regarding your capitalization policy.

MR. SURDU:  Okay.  I'll pull up the IR response on my end here so I can see the entire ask, if you can give me a minute, Ms. Grice.

MS. GRICE:  Sure.

MR. SURDU:  Yes, so this project had, let's call it two parts.  The first part, which was an undertaking to understand better what needs to be done in that project, and that part is the OM&A part.  And once that conceptual and development phase of the project was completed and it led to a replacement, an asset replacement, the remaining or the second part of the project was classified as capital.

MS. GRICE:  Thank you.  I'll take that away.  Thank you.

Can we please go to AMPCO 65, which is D2-01-AMPCO-065.  So I just had a couple questions on your 4 kV motor refurbishment project, that when I look at the business case it says the estimated cost is in the range of 150 to 300 million.  So I just had a couple of questions on this.

So in part E you say that the project strategy is to refurbish or replace the 4 kV motors.  Can you just explain to me what refurbish would mean in terms of these motors compared to replacement?

MR. SURDU:  Ms. Grice, I don't know if I have all the technical details handy on me right now, but replacement will be a full replacement of the asset, so take out the old asset and you put a new one in, as opposed to refurbishment, when you open it up and you change components of the motor, like windings and, you know, other components of the motor.  I'm not sure if that answers your question.  If you're looking for any, you know, additional technical details I can take it away, but that's --


MS. GRICE:  No, I -- okay.  I think that's good for now.

So then in part A you say that all of the motors are installed in a system where a motor failure could contribute or result in a lengthy forced outage or shutdown of reactor units.  So I just wanted to understand the breakout of the 130 motors.

So am I correct in assuming based on this response that you're going to have some motors that if they fail there wouldn't be any redundancy and they would contribute to a shutdown or perhaps a safety issue.  And then you have another grouping of motors that if they fail there is redundancy and you could, you know, deal with the motor in a day or two, there would be a bit of a lag in terms of when you would need to respond?  Is that -- is that a correct understanding of these motors?

MR. SURDU:  I think at a high level that is accurate.  However, when we have a system impairment where we lose redundancy is an undesirable situation for plant operation and presents a safety and reliability -- increased safety and reliability risk.  Not sure if Ms. McWilliams can add to that, but...

MS. McWILLIAMS:  I have no additional comments to add to Mr. Surdu's response.

MS. GRICE:  Okay.  So would you be willing to undertake to provide for each of the 130 motors the equipment code and then the criticality code for each motor just to show which ones would have an impact if there was no redundancy versus those that would have a different criticality impact?  So essentially, I'd be looking for a table with all 130 motors, the equipment code, the criticality code, and a definition of what you -- of the criticality codes that you use for each of these motors?

MR. KEIZER:  I guess the first question is, I mean, I don't know if the witness is clear as to what you mean by criticality code or equipment code, so we should make sure that that is clear and clarified.

MR. SURDU:  We can undertake that, Ms. Grice.  I do have an understanding of what you're asking in terms of criticality code.

MR. MILLAR:  It's JT2.16.  And are you just about done, Shelley?
UNDERTAKING NO. JT2.16:  TO PROVIDE A TABLE WITH ALL 130 MOTORS, THE EQUIPMENT CODE, THE CRITICALITY CODE, AND A DEFINITION OF WHAT CRITICALITY CODES ARE USED FOR EACH OF THE MOTORS.

MS. GRICE:  I am.  I just have one question on AMPCO 72, and this is regarding your Bruce project.  And if we can pull up the table that was provided in response to AMPCO 72.  So that is D2-01-AMPCO-072.  And attachment A, you provided a table with data that we asked for, and there is just some clarification we need on that table, and then I am done my questions.

MS. PATCHETT:  I'm not sure what attachment that is that you're looking for.


MS. GRICE:  Sorry, it's D2, AMPCO 72, attachment A.

MR. KEIZER:  Doesn't seem to be an attachment A, Shelley, is there?

MS. GRICE:  Well, I have the Excel spreadsheet -- okay.  So if we can go to the row that talks about square footage.  We think there might be an error in this table because of the square footage that has been recorded, for example 2021, 0.1 square feet.  So we're just wondering -- I have a few questions on the table.  I'm wondering if we can get one undertaking just to look at some of the issues that I'm going to identify to see if a correction is required.

So it would be line 16 to get the square footage, because we think there might be an issue there.  Then with respect to line 12, which is the EPC roofing subcontractor labour costs, those are all shown as zero.  Line 15, which is the old roofing disposal costs, the amounts in there are zero.  And the reason why we're asking about this is because in line 11 you show that the EPC roofing subcontractor total costs are 27 million, but when we add up the two components in the table that are left to underpin this number, it's line 13, the roofing materials, at 4.6 million, and then line 14, which is roofing subcontractor construction support costs and equipment rentals, which total 14.3.  When you add up the 4.6 and the 14.3 you get 18.9, so there is a gap in the table in cost to get to the 27 million.  So I know I said that quickly, but essentially we're looking for just clarifications with respect to line 16, 12, 15, 11, and then the makeup of 11 with respect to line 13 and 14.

MR. SURDU:  So we can undertake that, Ms. Grice.  I'm not quite following the line items that you're referring to, so I think we would need to clarify exactly what you're looking for.

MR. KEIZER:  And Shelley -- Ms. Grice, is the line items you're making reference to, is that on the Excel spreadsheet that was filed?

MS. GRICE:  Yes, it is, yes.  Thank you.  And then I guess -- yes.

MR. SURDU:  Can we repeat, please, Ms. Grice, just to make sure that we have a good understanding of what you're looking for?

MS. GRICE:  Okay.  Sure.  So it's just to check the quantities in the table to make sure that line 16 square footage is correct or needs to be updated.  Then lines
15 -- or lines 12 and 15, there are zeroes in those two rows, questioning whether or not they need to be updated.

And then the amount in line 11, which is the total cost for the roofing subcontractor of 27 million, the lines in the table that seem to contribute to that, line 13 new roofing materials for 4.6 million and line 14 for roof subcontractor support costs of 14.3 million, total 18.9 million.  So we have a gap of 8.1 million in the table.

MR. MILLAR:  That is JT2.17.
UNDERTAKING NO. JT2.17:  TO PROVIDE AN UPDATED VERSION OF THE TABLE IN D2-01-AMPCO-072, ATTACHMENT A

MS. GRICE:  My last question that I have of this panel is:  Did OPG undertake any benchmarking regarding the roofing cost and the approach to replacing roofs that are part of this project?  Did you undertake any benchmarking regarding approach or costs?

MR. SURDU:  Yes, and that information is captured in the response to interrogatory AMPCO 72.

MS. GRICE:  Okay.  Thank you very much, panel.  Those are my questions.

MR. MILLAR:  Thank you, Ms. Grice.  And that concludes our questioning for panel 2.  So thank you very much to panel 2; you're done for the day and until the hearing, if we don't reach a settlement.

Mr. Keizer, is Mr. Smith taking over now?

MR. KEIZER:  Mr. Smith is taking over now, yes.

MR. MILLAR:  Sorry, Mr. Rubenstein?

MR. RUBENSTEIN:  Before Mr. Keizer leaves for Mr. Smith, I ha asked before the break -- I just thought we could address that now.

MR. KEIZER:  Yes.  I did consult with the Regulatory and they are working on it.  The expectation -- they should be able to provide you the date.  The target is to have it for you for Monday.

MR. RUBENSTEIN:  Okay.

MR. MILLAR:  With that, Mr. Smith, is panel 3 in the room?  You're on mute.

MR. SMITH:  They are.  I can't put you on gallery view because of what's on the screen.

MR. MILLAR:  Maybe we can ask panel 3 to turn on their cameras.

MR. SMITH:  They're gathering.  We're having trouble with Mr. Kogan, who is having technical problems.

MR. MILLAR:  Mr. Smith, if it's helpful, it is 12:15.  Would you prefer we take our lunch break a little bit early?  That will mean a little bit more time between breaks in the afternoon.  But if it's going to be more than another minute or so, my suggestion would be that we break for lunch.

MR. SMITH:  Unfortunately, I think that makes sense, Mr. Millar, that we should take the break.  I guess the calendar in the schedule called for us to be 45 minutes for lunch, so we will be back at one o'clock then.

MR. MILLAR:  Why don't we do that?  And a reminder that Mr. Elson will be up first.  Thank you everyone we'll see you in 45 minutes.
--- Luncheon recess taken at 12:14 p.m.
--- On resuming at 1:01 p.m.

MR. MILLAR:  We will begin the questioning of panel 3, which I'll ask Mr. Smith to introduce in a moment.

Just as a quick preliminary matter from Staff, I understand that there will probably be some in camera questions for this panel.  We're going to save that for the end, which will not be today, and I've had a couple of parties approach me to let me know that they will have some in camera questions.  If you do have in camera questions, if you haven't told Staff yet, please do so, and we'll make the appropriate arrangements.  But in any event, it won't be today, so I just leave that as a reminder for you.

Mr. Smith, can I turn it over to you?

MR. SMITH:  Thank you very much, Mr. Millar.  Before the lunch break panel 2 had an exchange with Ms. Grice in relation to the 2017-2000 and -- let me just make sure I have got this right -- in relation to JT1.22 and JT1.23.

What we will do is we will provide the annual regular target head count as part of our answer to those undertakings, Mr. Millar.

MR. MILLAR:  Okay.  So there's no need to mark anything new?

MR. SMITH:  No.

MR. MILLAR:  Okay.  Great.  With that are you prepared to introduce your panel?

MR. SMITH:  I am.  What I will do is I will introduce the panel members and then ask them to identify themselves.  We have Lindsey Arseneau-MacKinnon, director of regulatory affairs; Cynthia Domjancic, vice-president, employee and labour relations; Alex Kogan, vice-president and chief controller and accounting officer; Brenda MacDonald, vice-president, regulatory affairs; John Mauti, chief financial officer and senior vice-president of finance; Anthony Melaragno, director of business planning and regulatory finance; Vlad Urukov, director of generation and revenue planning; and Heather Young, director of IT portfolio planning and controls.  I've got that right, members of the panel.  Okay.  So there are, Mr. Millar, no preliminary matters from our end, so I think we're ready to turn it over for questioning.

MR. MILLAR:  Great.  Okay.  Over to you, Mr. Elson.
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Examination by Mr. Elson:

MR. ELSON:  Thank you.  My name is Kent Elson.  I represent Environmental Defence.  And I would like to start by asking you some questions about the SPG variance account clearances and the study.  And in relation to that you should see up on the screen Exhibit H1, tab 2, schedule 1, table 1.  Do you see that there?

MR. KOGAN:  Good afternoon, Mr. Elson.  Yes, we do.

MR. ELSON:  Great.  So I understand OPG is seeking to recover SPG variance amounts in relation to 2014 and 2019; is that correct?

MR. KOGAN:  I'm sorry, you referenced 2014 and 2019?

MR. ELSON:  In relation to those years, that's where the variance arose, I guess?

MR. KOGAN:  No, that's not accurate.

MR. ELSON:  Okay.  What's the period over which these variances arose?

MR. KOGAN:  I believe these variances arose since the last time that we cleared the account in EB-2018-0243, which, as memory serves, took us to the end of 2017.  If I have that incorrect I'll ask Mr. Melaragno or Ms. Arseneau to tell me otherwise.

MR. ELSON:  And so the balance in the SBG variance account at the end of 2019 is $447 million?

MR. KOGAN:  That is correct.  As you can see on the schedule, a portion of that balance relates to a period that's already been approved in the prior reference proceedings and hence is being amortized over '20 and '21 as shown.

MR. ELSON:  Got it.  And so in this application you're seeking to recover $208.3 million of surplus base load generation variance?

MR. KOGAN:  That's correct.

MR. ELSON:  Got it.  And the remainder of the 447 is being recovered pursuant to previous orders.  Is that how you're getting from the 447 to the 208.3?

MR. KOGAN:  Yes, that is correct.

MR. ELSON:  Got it.  Great.  Okay.  I would like to refer you to the reasons in -- I'll just scroll to the top so you can see what we're looking at -- the decision in EB-2010-0008, and we are on page 147.  And I just have a question for you further to this highlighted portion here.  I'll read it to you.  It says:
"OPG has indicated that it will use the PGS to mitigate SBG if the price spreads warrant it.  However, for production that is lost due to SBG, ratepayers will compensate OPG directly for the full volume at the regulated payment level.  The Board therefore expects OPG to use the PGS to the maximum extent possible to mitigate this additional direct cost on ratepayers.  When assessing the circumstances which give rise to lost production due to SBG, the Board will examine the use of the PGS and OPG will have to fully justify any instances in which the PGS is not used.  If the Board finds that the OPG could have or should have used the PGS to mitigate SBG, the Board will adjust the balance in the SBG account accordingly."

Do you see that there?

MR. KOGAN:  I do.

MR. ELSON:  And so I'm trying to track down in the evidence where OPG has established that it has operated the pump generating station to the maximum extent possible.  Where would I find that in the evidence?

MR. KOGAN:  At this point I would turn over the question to either Ms. Arseneau or Mr. Urukov in the matter.

MS. ARSENEAU-MACKINNON:  Thank you.  This is Lindsey Arseneau, and I'll actually suggest that Mr. Urukov might be best positioned to answer this question.

MR. URUKOV:  Mr. Elson, I'll refer you to our SBG study, which is A1-1-1, attachment 1, and in particular page 23 of 26.

MR. ELSON:  Okay.

MR. URUKOV:  So about in the middle of the page it's the sentence that states that:

"While the ISO is responsible for responding to OPG conditions, OPG establishes PGS offers prices so that output reductions are based on market economics and operational constraints."

So really it is that statement that explains fully the operation of the PGS in the context of SBG, and that hasn't changed.

MR. ELSON:  And, yeah, that's pretty high-level explanation, and I haven't been able to find anywhere else in the evidence where OPG has provided more specific details to show that it has operated the PGS to the maximum extent possible.  Are there any other references that I'm missing?

MR. URUKOV:  I would propose that the continuation of that same page really brings forth the very relevant fact, which is the high water conditions that we've experienced on the river, and really, that is a significant mitigating factor to utilization.

MR. ELSON:  Let me ask you more broadly then.  Outside of the SBG study, is there anywhere else in the evidence -- I think the answer is no.  I just want to make sure I haven't missed something -- where OPG is explaining to the Board and proving that it has operated the PGS to the maximum extent possible to mitigate SBG costs?

MR. URUKOV:  Mr. Elson, I believe you are correct.

MR. ELSON:  That the only place that's done is the SBG study?

MR. URUKOV:  Yes.

MR. ELSON:  Okay.  Thank you.  So I'm going to have more specific questions about the SBG study and also the PGS, and for the sake of the court reporter, PGS is the pump generating station and SBG is surplus baseload generation.

Does OPG always pump water upwards when there are SBG conditions and there is space in the reservoir?

MR. URUKOV:  The operation of the PGS in all market conditions, including the presence of surplus base load generation conditions is based on market economics.

MR. ELSON:  Understood.  And I'm going to get into specifically what those economics are and what the threshold is, and so on and so forth.

But more broadly, does OPG always pump water upwards when there are SBG conditions and there is space in the reservoir?

MR. URUKOV:  Again, I don't think I can answer the question the way that it's phrased, because the economic drivers are an extremely relevant -- in fact, they are the fundamental driver behind the operation.

Again, as I said previously, those economic drivers are the same -- or they're considered in the same way in all market conditions, including SBG.

MR. ELSON:  Let me put it this way -- and I'll try to answer the question for you, and you can tell me if this is accurate.

My understanding is that OPG is not always pumping water upwards, even if there is an SBG condition and there is space in the reservoir.  In other words, there are instances when OPG is not pumping water up even though it's an SBG condition and there is space in the reservoir.  Is that true?

MR. URUKOV:  Yes, there are such instances, but they're strictly due to the economics present in the market at the time.

MR. ELSON:  Got it, okay.  That brings me to the next question -- well, before I get there, what's the storage capacity of the pumping generating station reservoir?

MR. URUKOV:  May I ask for clarification?  Storage capacity in terms of what unit?

MR. ELSON:  I don't actually know, and that's part of the reason I'm asking the question.  I've seen a number of references to there being sometimes a capacity issue, and I'm trying to get into that a little bit.  But I don't even know what the capacity is.

So if you can provide it in whatever units you have available, that could bring us a little bit closer.

MR. URUKOV:  Perhaps I can reply that PGS is having 174 megawatt generating capacity.

MR. ELSON:  I see.  I mean its capacity to hold water in the reservoir.

MR. URUKOV:  Perhaps I can get back to you on this one, Mr. Elson, in terms of the specific CM/s value.

MR. ELSON:  Maybe I'll ask a question and you can answer it by undertaking, which is what is the storage capacity of the PGS reservoir and how often is it full?  Can I have an undertaking number for that?

MR. MILLAR:  Yes, it's JT2.18.
UNDERTAKING NO. JT2.18  TO ADVISE THE STORAGE CAPACITY OF THE PGS RESERVOIR

MR. URUKOV:  Just to clarify the question, if I may, so the storage capacity is one question I understand and we can provide that.  In terms of how often it is full, I think that has some subjectivity in terms of definition of being full.  So perhaps you can clarify that.

MR. SMITH:  I don't think we can give that undertaking as you've framed it, Mr. Elson.

MR. ELSON:  Let's leave JT2.18 as just what the storage capacity is, and I'll ask Mr. Urukov more questions about what you mean when you say that whether it's full or not is a subjective issue, because to me that seems like it's either full or it's not.  Can you elaborate a little bit?

MR. URUKOV:  I'll speak in specific to the PGS reservoir, which is the holding -- let's call it storage of the PGS, and that is subject to certain limitations in terms of minimum and maximum.  And the maximum limitations can be further subject to environmental conditions, such as wind.  So that is the basis of my response, in terms of what qualifies as full.

MR. ELSON:  So how full you can keep it depends on how windy it is?

MR. URUKOV:  That can be one consideration.

MR. ELSON:  What are the other considerations?

MR. URUKOV:  In regards to how full we can keep it?  It is a function also of operational constraints at the back station, because the PGS at times is required for crossover control, meaning that its generation can be -- or it's required for the support of the main station.  So that can also influence levels in the reservoir.

MR. ELSON:  Operational constraints will -- may dictate whether you can run the generator as part of the PGS.  But in terms of how full you can fill the reservoir, I assume there is a pretty narrow band about where the maximum and minimum of the maximum is.  Do you understand what I'm saying there?

MR. URUKOV:  I believe I do.

MR. ELSON:  And is that correct?

MR. URUKOV:  I don't think I can speak to the narrowness of it as you've framed it.  But certainly there are maximum values which, as I suggested previously, would change subject to certain conditions.

MR. ELSON:  Okay.  Perhaps you could provide that in JT1.18, which is when you're discussing what the capacity is, the minimum and the maximum capacity depending on the conditions.  I see you're nodding there.


MR. URUKOV:  Yes, we can add some language to that.

MR. ELSON:  Thank you.  So getting back to the second part of that question -- sorry, this is a bit of a diversion.  I'll get back to the economic side of things.

But in terms of how often it is full, let me ask you, without getting into too much detail, how often is it full based on the constraints that are available?  Is it two percent or something closer to 20 percent or 50 percent?  And let's take the last year as an example.

MR. URUKOV:  I don't have that data available to me readily at this point.

MR. ELSON:  Do you have a high-level idea of how full it is in comparison to operational constraints, in comparison to, let's say, one percent versus 50 percent, which would be a closer estimate?

MR. URUKOV:  I do not have that available to me at the time.

MR. ELSON:  Could you undertake, on a best-efforts basis, to let us know how often the reservoir was full as a percentage of the time in the year -- and let's say 2019 -- in comparison to operational constraints?

MR. SMITH:  Mr. Urukov, is that something that you have available?

MR. URUKOV:  Mr. Smith and Mr. Elson, I'm having some difficulty with the distinction of operational constraints in that they certainly dictate the level of the PGS, the reservoir.  I don't know if we can separate the reservoir's levels and ascribe those to operational versus other.

MR. ELSON:  I guess I was mirroring back to you your language.  I'm trying to figure out how much of the time is it the case that you can't run the pump because the reservoir is too full?  I want to focus only on that constraint, and for you to let me know roughly how much of the time you can't run the pump because the reservoir is too full in 2019.


MR. SMITH:  Mr. Urukov, do you understand the question Mr. Elson is trying to ask?

MR. URUKOV:  I believe I understand it to be narrowly requesting that we identify instances when the PGS reservoir was completely full, and that was the only reason why we could not pump any more into it for 2019.

MR. ELSON:  When that's a limiting factor; yes, thank you.

MR. MILLAR:  Okay.  That's JT --


MR. SMITH:  Sorry, do we have that information, Mr. Urukov?

MR. URUKOV:  In all fairness, I believe that information would, to some degree, be available from the previous undertaking.

MR. SMITH:  We'll see what we can do --

MR. ELSON:  Best efforts is fine, Mr. Smith.

MR. SMITH:  I don't like that term, Mr. Elson.  I don't know even what it means.  We will make whatever efforts are normally expected by the Board in answering undertakings.  Why don't we give it a separate --


MR. MILLAR:  Let's mark this so we can move on.  JT2.19.
UNDERTAKING NO. JT2.19:  TO IDENTIFY INSTANCES WHEN THE PGS RESERVOIR WAS COMPLETELY FULL, AND THAT WAS THE ONLY REASON WHY OPG COULD NOT PUMP ANY MORE INTO IT FOR 2019.

MR. ELSON:  Thank you.  When there is space in the reservoir, how does OPG decide whether to run the pump for the PGS?  I know it's based on comparative economics, but can you provide a description, add a bit more detail?

MR. URUKOV:  If I could just take a minute.  Mr. Elson, the PGS utilization, its pricing regime is a function of the availability of units, the economic operations based on OPG's expected markets' price spreads, meaning that when we are considering the pump cycle we are going to take a position and forecast what would be the marginal resource and demand on peak and in that way form our expectation of on-peak prices.

We also have to, as I said previously, later on the operational constraints, which relate to the crossover control and potentially other additional constraints.  Anyway --


MR. ELSON:  And -- sorry, go ahead.  Were you going to say something else?

MR. URUKOV:  And I was going to add two more items which are pertinent to the pricing strategy, and again without releasing confidential information, I would suggest that efficiency losses applicable for that specific period of time for the PGS relevant as well as OPG's expectation of the cost of pump.

MR. ELSON:  So the use of the pump is based on the comparative economics of the pump/generate cycle in terms of the associated market prices?

MR. URUKOV:  It is based on OPG's expectation of market prices.

MR. ELSON:  Mm-hmm.  And I understand that this spread between on and off peak HOEP needs to be approximately one-sixth of the off-peak HOEP plus 5 dollars?

MR. URUKOV:  Are you referring to specific piece of the evidence, Mr. Elson?

MR. ELSON:  I think that was as part of an OSEA interrogatory response, but what I'm actually looking for is something more detailed, and so me ask you a more broad question.  I assume that there are one or more equations that OPG would use to determine when the pump operates.  Is that fair to say?

MR. URUKOV:  May I ask that we pull up the reference, please.

MR. ELSON:  Sure.  Maybe your folks can do that.  I think it would be OSEA 1.  But I'm actually not asking about that, so I don't know how much use that's going to be, but if you folks want to pull it up, go ahead.

And I can't actually point to where it is in that interrogatory response, but my question is -- it doesn't hinge on that.

MS. ARSENEAU-MACKINNON:  I believe the reference that Mr. Elson is referring to is actually OSEA 2, so A-1-1-1 OSEA-2, attachment 1.

MR. ELSON:  I think that's right.  I think it's page 10 of attachment 1.  I'll just pull it up here.

So I actually don't have a question further to this interrogatory.  My question is more broad, Mr. Urukov, which is just to confirm that there are one or more equations that OPG would use to determine when the pump operates.  Is that the case?

MR. URUKOV:  I don't believe the distinction between one and more is appropriate.  OPG uses the forecast methodology for the prices and economic expectation of the PGS to respond to market signals, and it is a methodology which has a lot of inputs, if that's what you're asking.

MR. ELSON:  Could you undertake to file that methodology?

MR. SMITH:  Can I ask you why?

MR. ELSON:  Because I'm trying to determine whether OPG is operating the PGS at the maximum level that it can to reduce SBG as directed by the Board, and so I'm trying to determine how it's deciding when to turn the pump on.

MR. SMITH:  I'm not sure that I accept your reading of 2010-0008 or its applicability.  I'm not going to give that undertaking.  I have to think about it, Mr. Elson.

MR. ELSON:  What do you mean by that, Mr. Smith?

MR. SMITH:  Well, you can take it as a refusal, but for now I'm not going to give the undertaking.

MR. ELSON:  Okay.  Well, to make it a little bit more clear, I am asking for OPG to file the methodology and/or equations it uses to determine when to pump the -- to turn on the PGS pump and operate it.

MR. SMITH:  I understand.

MR. ELSON:  And that's refused?

MR. SMITH:  Yes.

MR. ELSON:  Okay.  So I will try to ask questions about that without the actual material itself.  Let me ask you this, Mr. Urukov --


MR. SMITH:  Sorry, Mr. Elson, editorial aside, we wouldn't have produced it instantaneously in any event.

MR. ELSON:  True.  True.  When OPG believes -- I assume that when you are doing the comparative economics between the current price and the forecast price, you're looking at that from the perspective of OPG either earning net revenue or being -- or breaking even.  Is that fair to describe what that methodology or equation is meant to do?

MR. URUKOV:  Mr. Elson, as stated previously, the methodology is offering the PGS in the way that it is pump and generation cycle will be economic in the market.

MR. ELSON:  And economic from OPG's perspective, right?

MR. URUKOV:  I do not believe that that distinction is required.  It's economic in the context of the market operations.

MR. ELSON:  When OPG operates the pump there are a number of costs and there are a number of benefits to OPG, and I assume the methodology is based on OPG either breaking even between those costs and those revenues or earning net revenue, or am I misunderstanding it?

MR. URUKOV:  You broke up, and perhaps that's on my side.  Could you repeat that question, please?

MR. ELSON:  Sure.  Why don't I break it down.  So one of the factors in deciding when to operate the pump is the price spread, right, between current rates and expected future HOEP?

MR. URUKOV:  It is OPG's expectation of market prices.

MR. ELSON:  And those are the market prices that it will pay to operate the pump and the market prices that it hopes to earn when it runs the PGS generator, correct?

MR. URUKOV:  The market -- the prevailing market price as that’s expected during the pump cycle and during the generation cycle, yes.

MR. ELSON:  And that it also needs to take into account the efficiency losses?

MR. URUKOV:  Mr. Elson, I need to put a clarify -- it is the efficiency losses as experienced at the time of that particular operation.

MR. ELSON:  And it then decides whether operating the pump and then operating the generator at the future expected prices will make OPG whole or either earn that revenue.  Is that what the methodology does?

MR. URUKOV:  As I mentioned previously, OPG also needs to consider the cost of GRC at the PGS.  It needs to consider the expectation of load charges, which are again different than the HOEP spread, and if the end result of this calculation, this comparison, deals with some risk factor, because OPG cannot be certain the expected market spread is going to be realized, would suggest that operation is going to be economic in the market, and OPG will execute.

MR. ELSON:  By economic, you mean that OPG will not lose money in the spread between the cost to pump and the revenue to generate.  Is that roughly accurate?

MR. URUKOV:  It is a comparison of that spread against the items we just spoke about.

MR. ELSON:  What are the load charges that you're talking about, separate and aside from the GRC?

MR. URUKOV:  I may not be able to provide you an exhaustive list, but they are the network service charge and various uplifts that may be experienced or attracted.

MR. ELSON:  So on the cost side, you have the cost to run the pump.  And then on the revenue side, I'm going to say you have the net revenue, which would be what you earn from running the generator minus the GRC and minus load charges.  Is that roughly accurate, or is there something else that I'm missing there?

MR. URUKOV:  As I mention previously, the efficiency of the pump cycle is quite pivotal.  Again, that is the efficiency across the entire complex.  I need to make that distinction because it is relevant.  And then there's other operational considerations, which again are quite difficult to enumerate exhaustively, but they may impact the operations as well.

MR. ELSON:  And the operational constraints determine whether you can turn the pump on or turn the generator on, but they don't necessarily impact the cost-effectiveness.  Is that fair to say?

MR. URUKOV:  Mr. Elson, that is fair to say.

MR. ELSON:  Thank you.  And the operational constraints, the main one being if water levels are too high, you can't run the generator, is that correct?

MR. URUKOV:  There are, I would say, a whole host of operational constraints that may emerge and I'm not able to give you an exhaustive list that would be satisfactory.

MR. ELSON:  That's okay.  Is the main one water levels?  That's my understanding.

MR. URUKOV:  I would rather rephrase it as crossover control being one.

MR. ELSON:  Can you explain crossover control?  If it's in the evidence, you can tell me to look it up later.

MR. URUKOV:  I don't believe there is.  But I can state that the crossover is a physical location where the open canal meets the existing tunnel outlets, as well as where the intake for the PGS reservoir is.  So it's a physical location that in many ways defines the operation of the main station.

MR. ELSON:  Does OPG's cost-effectiveness methodology take into account the fact that if you are running the pump, it may mean you don't need to spill water at Beck?

MR. URUKOV:  Mr. Elson, if I may go back to my previous statement that the operation of the PGS is based on market economics under all conditions, including expectation of surplus base load generation.

MR. ELSON:  I'm just wondering if it accounts for that financial impact in that the water you're not pumping up you may otherwise be spilling, and whether that factors into the cost-effectiveness methodology at all.

I'm hoping Mr. Smith will change his mind and release your cost-effectiveness methodology, in which case that will answer the question.  But this is my backup plan.

MR. URUKOV:  Mr. Elson, perhaps what I can offer -- and I would perhaps go out on a bit of a limb here to perhaps assume this is what you're asking -- the PGS efficiency is a function of utilization at both the PGS as well as the main station.  And this is what I was pointing to previously, to say that it really is situational and it does depend on what that efficiency is going to be assumed.

MR. ELSON:  When is it cost-effective from a total electricity system perspective for OPG to run the PGS pump?

MR. SMITH:  What do you mean by total electricity cost-effectiveness, Mr. Elson?  I don't understand.

MR. ELSON:  I mean the cost-effectiveness for ratepayers as a whole based on the total system cost.

MR. SMITH:  What total system cost are you talking about?

MR. ELSON:  I'm talking about the impact on ratepayers as a whole.  Total system cost is a terminology often used to refer to the cost to the total system, as opposed to the cost to the utility.

MR. SMITH:  I'm not sure I understand.  Is there a reference in the evidence you want to take the witness to?

MR. ELSON:  No.  Maybe your witness can tell us whether he has an idea what total system cost would mean.

MR. URUKOV:  Mr. Elson, I would prefer to respond by stating that system planning and those system costs are something that is within the purview, and it's within the IESO's roles and responsibilities, and I believe that is a more appropriate place to pose that question.

MR. ELSON:  Does OPG operate the PGS with the goal of minimizing total electricity system costs?

MR. SMITH:  Sorry, I'm going to ask you the same question.  What do you mean by total electricity system costs?  And borne by whom?

MR. ELSON:  The costs borne by ratepayers as opposed to the costs borne by OPG.  We've talked about how its cost-effectiveness methodology, as I understand it, assesses the costs and the revenues accruing to OPG.  I'm asking whether it operates the PGS based on the costs and the benefits with respect to OPG, or the costs and the benefits with respect to ratepayers on a total system cost perspective.

MR. SMITH:  We're not going to answer that question, Mr. Elson.  As the witness has indicated, and I think we've indicated in our answers to your interrogatories, questions related to system planning are more properly directed to the IESO.

MR. ELSON:  Does OPG operate PGS with a goal of minimizing total costs for ratepayers?

MR. SMITH:  I think the witness already answered the questions surrounding the basis upon which it operates the PGS.

MR. ELSON:  Do I take that as a refusal, Mr. Smith?

MR. SMITH:  You can take it that the question has already been asked and answered.

MR. ELSON:  Sorry, the question has not been asked and answered.

MR. SMITH:  Yes, it has.  You asked these series of questions relating to when OPG operates the PGS, which have been answered.

MR. ELSON:  No, sir.  You've refused to provide the methodology, and I've asked a more specific question, which is does OPG operate the PGS with a goal of minimizing the total cost for ratepayers.  If the answer has already been stated, you could tell me it's a yes or a no, and we can move on.

MR. SMITH:  No, we're not going to repeat evidence, Mr. Elson.  The question has already been asked and the witness has already given you his answers.

MR. ELSON:  I'm going to take that as a refusal.  I'll go back and look over the record, but I don't see an answer to that question.

MR. SMITH:  Okay.

MR. ELSON:  So going back to OPG's cost-effectiveness methodology, I understand that OPG takes into account a number of factors and will operate the pump generating station when that will not result in an expected loss to OPG after taking into account some risk.  Is that fair to say?

MR. URUKOV:  Again, maybe this is worth restating, that the PGS operation is based strictly on market economics, and the way that we evaluate the expectation of such economics is based on PGS efficiency, our latest estimate of pumping costs, our review of marginal resources, and therefore expected prices, and the conditions of the PGS reservoir in addition to operational constraints.  I think that's the best answer I can give you, Mr. Elson.

MR. ELSON:  And how those factors impact whether or not it will result in a loss for OPG after accounting for risk.  Is that fair to say?

MR. SMITH:  What do you mean by accounting for risk?

MR. ELSON:  Mr. Urukov mentioned that there is a risk factor included in the cost-effectiveness -- this methodology, in that you can't forecast future prices with certainty.  Is that correct, Mr. Urukov?

MR. URUKOV:  I'll answer affirmatively to the specific question, but if you can restate your previous question?

MR. ELSON:  The previous question is that OPG's cost-effectiveness methodology with respect to operating the PGS looks at the factors that you mentioned and determines whether operating the PGS will result in a net loss for OPG after accounting for risk, and if it would result in a loss, you don't operate the PGS.  Is that fair to say?

MR. URUKOV:  I don't think that the characterization of an evaluation against OPG loss is the most appropriate way to describe this decision-making.  It really has to do with what I outlined against the expectation of market spreads, and that really is the end of that assessment.

MR. ELSON:  What's the outcome?  The outcome of this is either this is cost-effective or not cost-effective, right?

MR. URUKOV:  I'll rephrase it to say that that is going to make economic sense in the market or it will not.

MR. ELSON:  Make economic sense to OPG, right?

MR. URUKOV:  It is my belief that restricting that statement to OPG is really not required.  It's a broader market efficiency question.

MR. ELSON:  Can you tell me when it's cost-effective to run the PGS pump from the perspective of costs borne by ratepayers as opposed to only costs borne by OPG?

MR. SMITH:  Do you understand the question, Mr. Urukov?  I'm not sure I do.

MR. URUKOV:  No, I do not, and I think it goes back to my previous answer.

MR. ELSON:  When you run your cost-effectiveness methodology, do you come up with a number, and if it's a positive number it's cost-effective and if it's a negative number it's not cost-effective?

MR. URUKOV:  Mr. Elson, in my experience with the operation of the PGS, the term cost-effectiveness is not used in any circumstance or context.  As I stated previously, it strictly has do with the forward view of the market and in particular market spreads, when compared to the numbers I've listed, which define economic operation of the PGS in all circumstances, including in SBG.

MR. ELSON:  What's the term that you use to represent the outcome of the cost-effectiveness model when you run the PGS versus not run the PGS?  I've used the terminology cost-effective and not cost-effective.  What terminology do you use?

MR. URUKOV:  I believe one way that you can refer to this is just our pricing methodology for the PGS.

MR. ELSON:  I'm asking in your pricing methodology what do you call it when it's a go, when it's okay, this makes sense?  To me that's cost-effective.  What's the word that you use?  I don't -- I'm just trying to understand and use the terminology.

MR. URUKOV:  It is expected to be economic in the market, Mr. Elson.

MR. ELSON:  To be economic.  Okay.  So if -- when you run your methodology, is it economic if the outcome of the methodology is positive versus negative?  Is that fair to say?

MR. URUKOV:  No, I do not think that's fair to say, because it is not based on a number we decided that number being positive or negative for determining for the pricing strategy.  Rather, it is what I described previously, which is an evaluation of the expected spreads against those considerations.

MR. ELSON:  And what is the output of the methodology if not a single number?

MR. URUKOV:  It is a decision-making tool which also provides guidance in terms of the actual prices to be used if that decision is such that those prices would be required.

MR. ELSON:  How often is the decision made to run the PGS?  Is it on a five-minute basis, hourly basis?

MR. URUKOV:  I think it's a fairly frequent assessment of market conditions, Mr. Elson.  I don't know if I can break it down to whether it's in a five-minute or hourly resolution.

MR. ELSON:  Would it be either five-minute or hourly, hourly or less?

MR. URUKOV:  What I can submit, Mr. Elson, is that all offers in the market are hourly.  That is how market participants participate in the market.  But that does not mean that a decision is done necessarily each and every hour and only so often.  It could be more frequently assessed.

MR. ELSON:  Who or what makes the decision?  Is it a human or a computer?

MR. URUKOV:  The ultimate decision is executed by our operations staff with the assistance of various applications which are digital.

MR. ELSON:  Now, you said the decision is executed.  Who makes the decision or what makes the decision?  Does a computer make the decision or does a human make the decision?

MR. SMITH:  He just answered that.

MR. ELSON:  Well, he said the decision is executed, and to me executing is the same as implementing.  Maybe Mr. Urukov can clarify for me.

MR. URUKOV:  I believe the best way to respond to that question is that ultimately we do have operators which are humans -- and that's an obvious thing to say -- and they do use various tools, and, yes, there are, as I mentioned previously, applications and models that they would utilize to make decisions.

MR. ELSON:  And so there's an application or model that tells the operators whether or not it's economic and then the operators proverbially flip the switch?

MR. SMITH:  He didn't say that.

MR. ELSON:  Well, that's what I'm trying to clarify.  If the answer is no, Mr. Smith, then I prefer --


MR. SMITH:  Don't restate it -- don't restate it, Mr. Elson, as though he had said that when he clearly hadn't.

MR. ELSON:  Well, that's what it sounds like to me.  Mr. Urukov, can you just, you know, clarify?  I don't need to hear from -- well, if you can tell me -- let me ask it this way.  Is there an application that says whether running the PGS is economic or not?

MR. URUKOV:  Mr. Elson, I again go back to my previous statement to suggest that it is not to be thought of as a Boolean comparative type of operation.  Rather, it is a complex and sophisticated evaluation of the market expectations against the costs that are assumed.

So I think maybe that's the best I can give you at this moment.  And yes, it is aided by various tools.

MR. ELSON:  Can you undertake to let us know how often the decision is made to run the PGS, whether that is hourly, multiple times a day, multiple types a week?

MR. SMITH:  I take it you want us to give you sort of a representative sample, like a representative idea, Mr. Elson?  You're not looking at any particular time frame, because I took from Mr. Urukov's answer that it may vary from day to day.  But I take it you're looking at something high level?

MR. ELSON:  Yes, please.

MR. SMITH:  Mr. Urukov, is that something that we can do?

MR. URUKOV:  It certainly is, though perhaps I'll refer to my previous answer nevertheless, because I think it covers that topic completely to say that OPG submits hourly offers.

MR. ELSON:  Sorry, Is the answer that it's done hourly?  It sounded like you weren't sure, which is why I was asking for an undertaking, but if you're able to provide that answer now, that's great.

MR. URUKOV:  Again I would like to restate that we do submit hourly offers, which means that every single resource’s offer strategy and particular offer price has to be evaluated in order for that to be appropriate, then offer in the market.

What I was flagging in my previous response was the fact that does not mean it's happening only once an hour, rather that it can be many instances when certain market events can trigger a consideration of what those are.  That's all.

MR. ELSON:  Is that something that you can provide more detail on, in terms of an undertaking?  Maybe I didn't understand your answer.  I still don't understand how frequently the decision is made to run the pump at the generating station or not, at the PGS or not.

MR. SMITH:  Why don't we do this?  I think the evidence is it's done at least hourly and sometimes more frequently than that.

MR. ELSON:  That's a good enough answer, Mr. Smith.

MR. SMITH:  If Mr. Urukov agrees with my understanding of his evidence.  If he doesn't, we'll give you an undertaking to provide something a bit more specific.

MR. MILLAR:  Are we marking that as an undertaking, and the undertaking may simply say there is nothing more to add?

MR. SMITH:  Yes.

MR. MILLAR:  JT 2.20.
UNDERTAKING NO. JT2.20:  TO CONFIRM WHETHER THE FREQUENCY OF THE DECISION TO RUN THE PUMP IS HOURLY, OR NOT, OR TO PROVIDE MORE SPECIFIC INFORMATION.


MR. ELSON:  Thank you.  Here's another question related, but moving slightly away.  Wherever Sir Adam Beck is being spilled and there is space in the reservoir, why wouldn't it be more cost-effective to use Beck to generate electricity and then run the pump?  Is that is that because of the marginal cost, the GRC?

MR. URUKOV:  Do you mind elaborating a little bit, Mr. Elson?

MR. ELSON:  Sure.  Let's say you're spilling Beck and you're not operating the pump at PGS.  Why not use the water that's being spilled to generate electricity and run the pump?  And that's effectively free electricity because you were just spilling it.  And you could run that generating station -- and let's put the GRC aside for now.  But on a conceptual basis, you can run Beck at a very, very, very, low price aside from the GRC.  And why not generate that electricity to run the pump instead of spilling?

MR. URUKOV:  Thank you, Mr. Elson.  I'm compelled to go back to my explanation as to how we price the GPS, which I'll restate that it's strictly based on market economics.

I think what you're describing is one particular case of its operation, where what you may be speaking to is a change in the efficiency of the PGS, because if I understand correctly, what you're proposing here it's that we're actually spilling at the main station already.  So what that will do is change the input into our assessment methodology in the way it is going to change the efficiency state of the PGS.  But otherwise, the assessment is going to be the same.

MR. ELSON:  The problem with my example is that you pay for the electricity to run the pump at market rates, even if you're spilling at that time.  Is that fair to say?

MR. URUKOV:  I wouldn't characterize it as the problem; I think that's one input.  Perhaps what may be useful is if we were to recall the evidence we had on the screen some time ago related to OSEA number 2, because it may actually illuminate this topic.

MR. SMITH:  That was OSEA 2A, I think.

MR. ELSON:  While that's getting pulled up, Mr. Urukov, if I can ask you another question.  What is the price that OPG pays of electricity to run the PGS?

MR. URUKOV:  Can I ask to clarify --

MR. ELSON:  Yes, what price does OPG have to pay.  I assume it's more than just the HOEP, or is it just the HOEP?  For the electricity to run the pump at PGS, what do you pay, what rate?

MR. URUKOV:  Again I'll go back to my previous answer.  The HOEP is the prevailing market price, which could be a commodity charge.  But in addition to that, OPG has to pay uplifts, as well as at times the network service charge.

MR. ELSON:  You're not paying the GA on electricity?

MR. URUKOV:  PGS pump does not attract global adjustment charges.

MR. ELSON:  Could you provide a table of SBG events on an hourly basis for which OPG is seeking an SBG amount, and for each could you indicate whether the PGS was running and if not, why not?

MR. SMITH:  I'm not sure we can do that, or I'm not sure of the level of effort associated with doing that.

MR. URUKOV:  For one, Mr. Elson, I didn't pick up on the period that you're asking.  But even without that being available, I will suggest that is an extremely challenging effort and would be very time consuming and resource-intensive.

MR. ELSON:  How can we make that less time consuming?

MR. SMITH:  Do you mean how are you prepared to change your question?

MR. ELSON:  No.  I'm asking Mr. Urukov if there would be a way, based on what you know about OPG's data, to provide the same kind of information on a high-level basis.

MR. SMITH:  I want to make sure I understand, because you have asked for the information on an hourly basis for every dollar in the variance account, as I understood the request.  So when you say at a higher level basis, do you mean less than hourly?  I'm not sure that's going to make a difference, but is that what you're talking about?

MR. ELSON:  That might be one way.  But why don't I explore it by asking some smaller questions.

Mr. Urukov, the period I believe at issue with the SBG account is 2017, 2018, and 2019.  So we're talking three years of variance that you're seeking to recover?

MR. KOGAN:  It's actually 2018 and 2019, so it's two years.

MR. ELSON:  It's just the two years, 2018 and 2019.  Okay.  And I take it that OPG has hourly data for when it is claiming SBG amounts.  Is that fair to say?  Over those two years?

MR. URUKOV:  The calculation of SBG spill is an hourly calculation.

MR. ELSON:  Okay.  And I take it you have the hourly data for when the PGS was running?

MR. URUKOV:  Could I ask you to define what you mean by the PGS is running?

MR. ELSON:  That's a good clarification.  You have hourly data for when the PGS pump was running?

MR. URUKOV:  That is available on a five minute resolution, Mr. Elson.

MR. ELSON:  Could you undertake to provide a table with the hourly data for -- sorry, let me start that again.  Could you undertake to provide a table with the hourly data indicating each hour that OPG is claiming an SBG amount and each hour that the PGS pump was running?

MR. SMITH:  Well, I'd ask --


MR. KOGAN:  Could I call a breakout?  Could I call a breakout the witnesses while you speak --


[Reporter appeals.]


MR. SMITH:  I think Mr. Kogan is asking for a breakout room.

MR. KOGAN:  Yes, I am.

MR. MILLAR:  Lillian, could you set that up, please.

MS. ING:  The room should be open.

MR. SMITH:  Lillian, can you please include me as well?

MS. ING:  Sure.

[Witness panel confers.]


MR. SMITH:  Alex is having a technical issue.  Has he been --


MR. MAUTI:  He left the room, not the meeting, not the breakout room.

MR. ELSON:  This question mostly relates to Mr. Urukov.  Are we able to go ahead, or do you still want to wait?

MR. SMITH:  Well, I think the entire panel should be back.  We are going to give the undertaking, Mr. Elson, but before the questioning goes on I think we need to have the full panel.

There we go.  Okay.  We have got everybody.  Mr. Millar, you can give that last request an undertaking number?

MR. MILLAR:  It's JT2.21, and could somebody repeat what the undertaking is for?

MR. ELSON:  To provide a table of the SBG events on an hourly basis for which OPG is seeking an SBG amount, and for each of those hours indicating whether the PGS was running or not.  And that is the PGS pump, whether the PGS pump was running or not.

MR. MILLAR:  Thank you.
UNDERTAKING NO. JT2.21:  TO PROVIDE A TABLE OF THE SBG EVENTS ON AN HOURLY BASIS FOR WHICH OPG IS SEEKING AN SBG AMOUNT; AND FOR EACH OF THOSE HOURS, INDICATING WHETHER THE PGS PUMP WAS RUNNING OR NOT.

MR. ELSON:  Thank you.  Now, we've been talking previously about an economic decision-making application and models and methodology.  Which is the best term to use there?  Application, methodology, or models?  I just want to make sure I'm not getting confused here.

MR. URUKOV:  I'm having a bit of difficulty what would be appropriate in some part of the definition, but it is an economic assessment and pricing tool, I suppose you could phrase it that way.  But again, I really think that all of the previous designation would in some capacity of the definition be applicable.

MR. ELSON:  Could you provide sample outputs of the economic decision-making tool?

MR. SMITH:  No, for the reason previously articulated.

MR. ELSON:  And just to make sure I haven't confused anything, could you provide some sample outputs for the economic decision-making application methodology and models?

MR. SMITH:  Sorry, I wasn't trying to be cute, Mr. Elson.

MR. ELSON:  That's another refusal.  Another question.  For the hours in which OPG is seeking SBG recovery and the PGS was not running, can you provide a list of the most common reasons and how many of those hours they apply to?

MR. URUKOV:  I believe this is going back to something that was previously asked, and I highlighted the challenge in doing that assessment on a frequent basis.

But really if I may offer that economic assessment that's going to be the key driver, so I don't know if perhaps in light of this additional information there is still a request.

MR. ELSON:  That's helpful to know.  So most often, the economic factors would be the key reason why you would have an SBG condition and the PGS pump would not be running.  Is that what you're saying, Mr. Urukov?

MR. URUKOV:  I'll have to say no to the first part.  SPG conditions is a market event.  I'm strictly speaking to the reasons why the PGS would not be operating given the way the market is being perceived by OPG.

MR. ELSON:  Let me ask you again, then.  For the time during which OPG is seeking SBG recovery and the PGS pump is not running, can you provide, let's say the three most common reasons and how often they are the reason for the PGS pump not running during the SBG condition?

MR. SMITH:  Just so I understand, Mr. Elson, what you're looking for is you want us to provide a list of the top three reasons why the pump isn't pumping and then give a number 1, 2 or 3 to each of the hours identified in the undertaking previously given.  Is that -- I'm trying to understand --


MR. ELSON:  That's fair.  It's a bit of a difficult question.  I'm trying to get, for example let's say -- and this is oversimplifying it -- there's a hundred hours of SBG condition where the PGS pump is not running, and for 89 of those hours, it's because of the economic conditions and for 11 of those hours, it's because, I don't know, water flow issues or something like that.

So the first reason is, you know, 89 percent of the time, the reason the pump wasn't running because it wasn't economic.  That would be an answer in that case.  It would explain how often the reason the PGS pump isn't running during the SBG condition is due to different factors -- you're on mute, Mr. Smith.

MR. SMITH:  Yeah, I'm just -- I think I know what you're asking for, Mr. Elson, and I heard the witness say earlier this is a hard exercise.

But why don't we take it away.  I'm happy to give you an undertaking of some sort.  I just don't know what it's going to look like.

MR. ELSON:  Okay.

MR. SMITH:  I don't know if it's going to look the way you've described it.

MR. MILLAR:  It's JT 2.22.  We have to call it something.  Mr. Smith?  Mr. Elson?

MR. SMITH:  I think what we're going to try and do is consider in relation to the information provided in the previous undertaking, the reason if known and identifiable why the pump wasn't pumping, something like that.  But I don't -- just with the caveat on the transcript that I'm not sure, based on what the witness said earlier, what we're going to be able to do.
UNDERTAKING NO. JT2.22:  WITH REFERENCE TO JT2.21, TO CONSIDER THE REASON, IF KNOWN AND IDENTIFIABLE, WHY THE PUMP WASN'T PUMPING


MR. MILLAR:  Thanks.

MR. URUKOV:  Maybe I can just add that sometimes there can be a multitude of reasons, that we're going to attempt to put the most --


MR. SMITH:  I think, Mr. Urukov, we're going to have to go away and think about that, because I don't know whether there's a readily discernable dominant reason that would be fair to describe as the reason.  I would hate for it to be taken out of context, for example.  I think we will have to look at that.

MR. ELSON:  Which does OPG spill first, its regulated or unregulated hydro facilities?

MR. URUKOV:  Again, the spill is based on the offer prices, and I believe what we're looking at here is strictly the regulated facilities.

MR. ELSON:  The regulated facilities spill before the unregulated facilities?

MR. URUKOV:  My apologies; that's not my answer.  I was pointing out that I believe what's the matter at hand here is the regulated facilities only, and I can speak to those.

MR. ELSON:  Does OPG have a financial incentive to spill its regulated hydro facilities before it spills its unregulated hydro facilities?

MR. URUKOV:  It is my understanding that we have addressed that very question in an interrogatory, and may take some time to pull it up.

MR. ELSON:  You didn't answer it and we don't have much time.  If you're going to refuse it again, if you could just refuse it, that would be great and we can move on.

MR. SMITH:  We'll do this.  If it's previously refused, we can just move on and we'll give you an undertaking if it hasn't been, to put the -- for the transcript's benefit, we will give you the reference to the undertaking or to the interrogatory.

MR. ELSON:  I think previously you refused a question about what OPG does.  I don't recall there being a question about whether OPG has a financial incentive.

So why don't I ask the question and you can provide an undertaking ,and you can either point me to where you refused it before, or answer the question.  Does that work for you?  I'm trying to speed things up, rather than spend another five minutes sorting through the interrogatory responses.

MR. SMITH:  I'm happy to give you an undertaking to either answer the question or refuse it.

MR. ELSON:  Does OPG have a financial incentive to spill its regulated hydro facilities before it spills its unregulated hydro facilities?

MR. SMITH:  Mr. Millar, why don't we mark that as the undertaking, to provide a response whether refused or otherwise?

MR. MILLAR:  JT2.23.
UNDERTAKING NO. JT2.23:  TO ADVISE WHETHER OPG HAS A FINANCIAL INCENTIVE TO SPILL ITS REGULATED HYDRO FACILITIES BEFORE IT SPILLS ITS UNREGULATED HYDRO FACILITIES

MR. SMITH:  Thank you.

MR. ELSON:  Thank you.  I understand the gross revenue charges range from 5 dollars to $14.40.  Those are the marginal cost of production, right?

MS. ARSENEAU-MACKINNON:  Yes.

MR. ELSON:  Do they differ based on the facility?  Why does that range from 5 to $14.40?

MS. ARSENEAU-MACKINNON:  That's at least correct.  Mr. Urukov, I don't know if there are other reasons why they would vary, but I believe it's just by facility.

MR. SMITH:  Sorry, just one clarification and the witnesses can tell me if I've got it wrong.  But Mr. Urukov also referred earlier to uplift charges as well.  I don't know whether or not that's applicable here, and if it's not, that's fine.

MR. ELSON:  I'm not asking about those; those are separate.

MR. SMITH:  That's fine.

MR. ELSON:  If there is any clarification.  So they differ by facility.  So what's for example -- the gross revenue charge at Beck will be constant throughout the year; is that correct?

MR. URUKOV:  The computation of the gross revenue charge has a fixed volumetric component, as well as a, what we refer to as a graduated component, and it is that graduated component that ultimately can make the final rates vary between the resources.

MR. ELSON:  And which facilities end up with higher or lower charges, the big ones or the small ones?

MR. URUKOV:  I would suggest it is not a function of the size.  It rather has to do with the production.  So the ones that produce more or the ones with the highest production will ultimately attract the highest GRC when the final computation is made.

MR. ELSON:  So the ones that produce more attract the higher GRC even on a per unit basis?

MR. URUKOV:  They will have the highest GRC rate at the end of the year.

MR. ELSON:  The highest rate.  So they will be closer to $14.40 than the 5, yes?

MR. URUKOV:  I'm not sure when you say those, I suppose what I need to know what resource you're talking about?

MR. ELSON:  Per megawatt-hour.  I'm talking about the GRC per megawatt-hour.


MR. URUKOV:  My apologies.  I'm not sure I understand.  Can you restate the question, please?

MR. ELSON:  The GRC per megawatt-hour, is it higher for facilities that produce more or lower for facilities that produce more?

MR. URUKOV:  Absolutely higher at the end of the year, yes.

MR. ELSON:  Per megawatt-hour?

MR. URUKOV:  Per megawatt-hour.

MR. ELSON:  All right.  So I touched briefly -- well, not briefly, but touched on the pumping station.  In terms of your other hydro facilities, the only way to reduce SBG is by storing more in the forebay; is that correct?

MR. URUKOV:  I believe I need to understand what you mean by reduce SBG?

MR. ELSON:  To either prevent an SBG condition from occurring or to mitigate it by, you know, you either spill or instead of spilling the only other alternative is to store more, but there is no other way at your other facilities to either prevent an SBG condition from occurring or mitigate it?  That's what I'm saying.

MS. ARSENEAU-MACKINNON:  The facilities themselves don't create the SBG condition.  That's a market phenomenon.  That's not something that's driven by the operation of our facilities.

MR. ELSON:  Yeah, I mean, you're part of the market, but I guess what I'm saying is at the pump station you can help mitigate SBG by pumping, which consumes energy, but at your other facilities your only options are spilling or storing, right?  Or is there something else that I've missed that you can do?

MS. ARSENEAU-MACKINNON:  I don't know that there are other actions, but Mr. Urukov, if I've got that wrong, please clarify.

MR. URUKOV:  If I understand the question correctly, I have to introduce the notion of a time horizon, so I believe that certainly storage is something that we utilize over various time horizons, but when it comes to the presence of surplus base load conditions, at that point really have to let the market dictate as it may, and at times that will result in spill being the only option for our facilities based on the way they're priced.

MR. ELSON:  And you're never spilling at your hydro facilities when there is storage space available; is that correct?  Like, you wouldn't be spilling at Beck if there is storage at your other hydro facilities; is that correct?

MR. URUKOV:  Perhaps I can point you to our SBG study and in specific the statement around how we price our electricity offer, so spill technically occurs at the prices which are offered at the gross revenue charge, GRC, and as such, what OPG has deemed at that time is that if those amounts were not generated they will be spilled.

MR. ELSON:  And that's spill at the GRC for the facility in question, yes?

MR. URUKOV:  Yes, it has a locational phenomenon for each facility.

MR. ELSON:  Okay.  So you could be spilling at one facility and yet have storage capacity at another facility?

MR. URUKOV:  I don't believe that that characterization is correct, because what is going to get spilled first would be the highest lamination.

MR. ELSON:  I'm sorry, the highest lamination?

MR. URUKOV:  Well, it will be the GRC that is at the highest pecking order when it comes to the way that the market moves down and offers tack.

MR. ELSON:  If you are spilling, will all of your storage be maximized at all of your hydro facilities, yes or no?

MR. URUKOV:  I need to understand what you mean by would your storage be maximized.


MR. ELSON:  When you are spilling, would there be any hydro facilities that you could stop generation and increase the water stored in the reservoir, or I guess the forebay, or have you used all of that storage capacity already?

MR. URUKOV:  Again, I'll go back to the SBG study and the explanation as to how spill actually occurs, and it really is a market phenomenon, and it is driven by the market prices and the market conditions at the time.

MR. ELSON:  Let's see if I can give you an example.  Let's say that you have hydro facility A with a GRC of 14 and it has no forebay capacity.  And let's say you have hydro facility B and it has a GRC of 5 and it has lots of forebay capacity, and let's say your price goes to 10.  So because your price is at 10, hydro facility A is told to spill because you're below its GRC, but hydro facility B would not be spilling and would still be generating because -- even though it has forebay space.  Is that what would happen?

MR. URUKOV:  Mr. Elson, with the introduction of a temporal qualification to your question, at that point the prices will dictate that respective resources' ability to store, but again I want to make a distinction between storage horizons and OPG's requirement to manage its forebay and elevations for a variety of reasons outside of the market alone, those being regulatory and operational.  So that's why I'm just wanting to sort of qualify the way that I answer it.  But from a very narrow temporal perspective or real-time perspective, I believe that that statement is correct.

MR. ELSON:  So you have hydro facility A with a GRC of 14, your HOEP is at 10; and you have hydro facility B with a GRC of 5, and it has forebay capacity, including from an environmental perspective and safety perspective, and so on, so forth.  And in that condition hydro facility A will spill and hydro facility B will continue to generate, right?

MR. URUKOV:  I'll need to emphasize your inclusion of environmental and regulatory constraints, because they can be quite significant.  I think it's difficult for me to remove those and provide that simplified answer.  I think there is a notional correctness to it, but I think it's sort of a complicated answer.

MR. ELSON:  Your SBG study looked at two potential actions to reduce SBG, and both of them involved changing the dispatch order or what I'll call the curtailment order.  Is that fair to say?

MR. URUKOV:  Yes, we did look at two alternatives.

MR. ELSON:  And I'm confirming that those were both looking at changing the dispatch order in different ways, the curtailment order, right?

MR. URUKOV:  Again, they were looking to explore the different pricing regime.

MR. ELSON:  Which would in effect change the dispatch order.  If you are going to be spilling instead of at the GRC, at the lower than negative 5 or negative 10, that effectively is changing the dispatch order, right?

MR. URUKOV:  It may influence the dispatch order, given certain market conditions.

MR. ELSON:  And you didn't look at increasing storage capacity, right?

MS. ARSENEAU-MACKINNON:  No, we did not look at increasing storage capacity as part of the SBG study.

MR. ELSON:  I have some other questions there, but I have to move on.  I'm going to switch topics here.

In terms of the SMR, is OPG seeking approval from the Board to record SMR costs in the NDVA?

MS. MACDONALD:  We are not currently seeking to recover SMR costs that are recorded in the NDVA.

MR. ELSON:  Got it.  You don't need approval to record costs in the NDVA?

MS. MACDONALD:  We are currently recording development and preparation costs, as per regulation 53/05 in the NDVA.

MR. ELSON:  Your view is the Board doesn't need to say yes or no at this stage?  That's something you do without approval being needed?

MS. MACDONALD:  We are permitted to record those costs and when we seek recovery of those costs, we'll do so through an application and they will be subject to a prudence review.

MR. ELSON:  When does the Board opine on whether they were appropriate to go into the NDVA?  In this proceeding or the future proceeding?

MS. MACDONALD:  In the future proceeding.

MR. ELSON:  The fact that you're putting these into the variance account, these SMR costs, does that imply they are necessarily being pursued as a regulated business activity?

MS. MACDONALD:  The costs we're recording in the NDVA are being recorded pursuant to O.Reg. 53/05.

MR. ELSON:  O.Reg. 53/05; under that regulation, OPG receives payment amounts only for prescribed generation facilities, and there are three prescribed generation facilities, Pickering A, Pickering B, and then Darlington.  And SMR isn't listed in the regulation, is it?

MS. MACDONALD:  There currently isn't an SMR listed, but regulation 53/05 does allow to us record costs connected to the planning and development of new nuclear.

MR. ELSON:  If you didn't record these costs in the NDVA, how would they be treated from a regulatory perspective?

MR. SMITH:  Sorry, Mr. Elson, are you asking if regulation 53/05 didn't provide what it provides?

MR. ELSON:  Why don't we ask it that way.  I can also ask it --


MR. SMITH:  We're not going to answer a counterfactual, which is if the regulation doesn't exist.  The regulation does exist.

MR. ELSON:  If you were developing a generation facility that you weren't putting into service, how would you treat that from a regulatory perspective?

MR. SMITH:  We're not proposing to do that, Mr. Elson.  We're not proposing any relief in respect of that in this proceeding, so we're not going to answer hypothetical questions.

MR. ELSON:  I'm going to move on.  In relation to the SMR, if there is a decision not to pursue the SMR, when do those costs you're incurring now go into rates, assuming the Board approves them?

MS. MACDONALD:  I can't answer definitively when we would be seeking recovery of those costs that are currently recorded in the NDVA.

MR. ELSON:  Can you tell me what kind of application it would be?

MS. MACDONALD:  It would either be as part of a D&V recovery application, or a subsequent rate application.

MR. ELSON:  Let's say OPG decides to pursue the SMR.  When would it seek to recover those costs in rates?

MS. MACDONALD:  I can't answer that question because we haven't made that decision at this point in time.

MR. ELSON:  In terms of the temporal aspect of it, would it still be a D&V or a rate application, like a payment amounts application?

MS. MACDONALD:  Those are typically the two types of applications where we recover costs.

MR. ELSON:  Is there a point at which you ask the Board for leave to construct, or not?

MS. MACDONALD:  No, we wouldn't apply for leave to construct.  I think the leave to construct reference in our evidence that was referred to on Monday is tied to a CNSC application.

MR. MILLAR:   How are you doing for time?

MR. ELSON:  Almost there.  Just a couple of questions in relation to Pickering, and this will be a general issue that would apply to all your nuclear facilities.  You have a financial incentive to avoid outages if possible, right?

MS. MACDONALD:  Yes, that's correct.

MR. ELSON:  From the perspective of OPG's financial incentives, a two-day planned outage is no different from a two-day unplanned outage; is that fair to say?

MS. MACDONALD:  Our production forecast includes our planned outage days.  Our production forecast does not include, for example, forced loss outage.

MR. ELSON:  But at the end of the day, you're paid based on terawatt-hours regardless of when they're produced, right?

MS. MACDONALD:  Yes.

MR. ELSON:  So if you have a greater percentage of unplanned versus planned outages, it doesn't really matter the rate between them.  The issue is how many terawatt-hours you produce?

MS. MACDONALD:  Our production forecast is based on outage days, planned outage days.  So if we have unplanned outage days, then that isn't -- then there will be less revenue for OPG.

MR. ELSON:  Assuming you have the same number of planned outage days as you forecast?

MS. MACDONALD:  Yes.

MR. ELSON:  You don't have an incentive financially to have your outages fall during non-peak hours, do you?

MS. MACDONALD:  We are incented because we earn revenue on a volumetric variable basis, and our reactors can't be throttled.  We are incented to produce 7-24.

MR. ELSON:  Your incentive is to maximize the terawatt-hours, but you don't have incentive when to produce those, whether it's peak or trough, right?

MS. MACDONALD:  We're incented to generate on a 7-24 basis.

MR. ELSON:  All the time.  And there is no difference between a peak or non-peak hour in terms of when you're operating?

MS. MACDONALD:  Correct.

MR. ELSON:  I know that nuclear is at the bottom of the SBG hierarchy.  How often is it getting curtailed because of SBG conditions, if at all?

MS. ARSENEAU-MACKINNON:  I believe the answer is possibly never, if not extremely infrequently.  Mr. Urukov, could you confirm?

MR. URUKOV:  Qualifying that to be only OPG's nuclear resources, yes.

MR. ELSON:  Got it, okay.  And so when the IESO changed the order between wind and nuclear in terms of SBG, did that have an impact on nuclear actually being curtailed previously?

MS. ARSENEAU-MACKINNON:  So the discussion in the SBG study surrounding the pre and post IESO dispatch order, so the first dispatch order and the revised dispatch order, I believe specifically identifies that the flexible nuclear they were referring to in there is reductions at the Bruce facility.   So that's not related to our OPG regulated facilities.

MR. ELSON:  Got it.  That explains it.  Okay.  Last question, which goes back to SBG.  I understand that the PGS has been operating much less and that OPG has said the primary driver for limiting OPG's opportunities are high water levels.

What are the other -- what are the other drivers?  If that's the primary driver, what are the other drivers for the change?

MR. URUKOV:  I'll take that question.  Mr. Elson, so other drivers could be unit and availability, so this has been stated in our SBG study and also elsewhere, there was an extensive outage of the PGS, which certainly would prevent its utilization.  But again, the significant contributor is the high flows, because they do impact the efficiency of the PGS, which in turn is one of the key drivers in the assessment of economic conditions.  So that's really the start-to-finish assessment.

MR. ELSON:  So you know there has been a big decline between, say, 2009 and 2019 in the operation of the PGS.  Is that 100 percent due to water levels, and if not, what else is it due to, that decline?

MR. URUKOV:  I have no available means to respond in terms of percentage, but I'll restate the fact that the high-water levels do impact the deficiency of the PGS, which is one of the key inputs into the assessment.

MR. ELSON:  If you don't have that at your fingertips, could you undertake to provide the drivers for the decline in the PGS, including water levels and what the other drivers are, and explaining as best as possible the percentage that each of them causes for the decline?

MR. SMITH:  Why don't we take that away, Mr. Elson.  We'll do it.  I'm not sure that we can give you the percentages, based on what Mr. Urukov has said, but we should be able to give an answer that's responsive.

MR. ELSON:  Thank you.

MR. MILLAR:  That's JT2.24.
UNDERTAKING NO. JT2.24:  TO PROVIDE THE DRIVERS FOR THE DECLINE IN THE PGS, INCLUDING WATER LEVELS AND WHAT THE OTHER DRIVERS ARE, AND EXPLAINING AS BEST AS POSSIBLE THE PERCENTAGE THAT EACH OF THEM CAUSES FOR THE DECLINE.

MR. SMITH:  Mr. Elson, I don't know where you are at in your schedule, but we're now -- I think the witnesses need a break.

MR. ELSON:  Okay.  I'm happy to take a break.

MR. MILLAR:  Mr. Elson, how much do you left?

MR. ELSON:  Potentially zero, so once we get back from the break I may just sign off --


MR. MILLAR:  Let's take our afternoon break and return at 3:00

MR. ELSON:  Thank you.

MR. MILLAR:  And Mark, you're up next once Kent is finished.
--- Recess taken at 2:45 p.m.
--- On resuming at 3:00 p.m.


MR. MILLAR:  I will turn it to you, Mr. Elson, to finish up.

MR. ELSON:  This is a follow-up to our discussion with the example of a facility A and B with different GRC costs.  And coming out of that, I have this question.

For how many of the hours in which OPG is seeking SBG recovery did it have a hydro facility that was currently generating and had available storage space that would have allowed the facility to stop generating without spilling?  Can you provide an undertaking to answer that question?

MR. SMITH:  You're referring to regulated facilities, Mr. Elson?

MR. ELSON:  Yes.

MR. SMITH:  Mr. Urukov?

MR. URUKOV:  Yes, Mr. Elson, I believe we went over this previously.  But there's a practical challenge in the assessment of spare storage, and again I'll go back to my submission in regards to offer strategy, and the fact that even in your hypothetical example, OPG would have priced its resources in all instances where it was unavoidable based on its GRC offer strategy.

MR. ELSON:  Are you able to provide an undertaking to answer that question?  Do you want me to repeat it?

MR. SMITH:  Sorry, I missed the last part.

MR. ELSON:  For how many hours is OPG seeking SBG recovery did it have a hydro facility that was currently generating and had available storage space that would have allowed that facility to stop generating without spilling?

MR. SMITH:  We'll take a look at it, Mr. Elson, and if we can provide something that's responsive, we'll do that.

MR. MILLAR:  It's JT2.25.
UNDERTAKING NO. JT2.25:  TO ADVISE FOR HOW MANY HOURS IS OPG SEEKING SBG RECOVERY DID IT HAVE A HYDRO FACILITY THAT WAS CURRENTLY GENERATING AND HAD AVAILABLE STORAGE SPACE THAT WOULD HAVE ALLOWED THAT FACILITY TO STOP GENERATING WITHOUT SPILLING

MR. ELSON:  Last question.  How much more or less would OPG have utilized the PGS if its economic decision-making tool focused on the economics to ratepayers as a whole, as opposed to the economic impacts to OPG?

MR. SMITH:  We're not going to answer that.

MR. ELSON:  Okay, thank you.  No further questions.

MR. MILLAR:  Great.  Thank you, Mr. Elson.  Let's move over to you, Mr. Rubenstein.
Examination by Mr. Rubenstein:


MR. RUBENSTEIN:  Thank you.  Nice to see familiar faces.  I will be asking some questions and my colleague, Mr. Shepherd, will be asking some questions of this panel.

I wanted to follow-up with one aspect of Mr. Elson's questioning.  There's a lot of discussion obviously about this economic analysis tool, this decision-making tool, different names for it.  Can I just ask what does OPG call the tool, this decision-making tool that you're using?

MR. URUKOV:  In order to give you the most accurate answer, I believe I'll take that away, Mr. Rubenstein.

MR. MILLAR:  That's an undertaking to provide the name of the tool used to assess -- what was it, Mr. Rubenstein?

MR. RUBENSTEIN:  Well, there was a lot of discussion about the economic analysis tool that OPG uses to determine when to utilize the PGS or not.  I thought it would be useful if we knew what OPG calls whatever this tool, program economic assessment tool is.

MR. MILLAR:  JT2.26.
UNDERTAKING NO. JT2.26:  TO PROVIDE THE NAME OF THE ECONOMIC ANALYSIS TOOL OPG USES TO DETERMIND WHEN TO UTILIZE THE PGS OR NOT


MR. RUBENSTEIN:  Can I start -- sorry, did someone say something?

MR. SMITH:  That was me.  We'll give that undertaking.

MR. RUBENSTEIN:  Can I start -- if we can go to Exhibit B3-3, schedule 1, table I.

MR. KOGAN:  We'll look for that to be pulled up.

MR. RUBENSTEIN:  Can I confirm that for the prescribed facility category operations and project support, that is equivalent to what was previously called in the last application nuclear support divisions?

MR. KOGAN:  Would you scroll down to the footnote down below, please?  That would be on table A, if you can keep scrolling.  I would say largely yes.  I say largely to the extent there are small amounts that may have moved around.  But I would say largely yes, that's the purpose.

MR. RUBENSTEIN:  If they moved around, they would show up in either the Darlington NGS or Pickering NGS categories?

MR. KOGAN:  I would expect so.

MR. RUBENSTEIN:  If there are changes, it's your view they would be immaterial?

MR. KOGAN:  That's my understanding, yes.

MR. RUBENSTEIN:  That's fine.  Can I ask then as well -- can I confirm that as you're aware in the 2016-0152 decision, the Board made disallowances to the auxiliary heating system project in the operation support building.  Do you recall that?

MR. KOGAN:  Yes, I do.

MR. RUBENSTEIN:  Can I confirm that those disallowances are not in the rate base calculations in the table that we just looked at?

MR. KOGAN:  To be a hundred percent sure, I'll ask Mr. Melaragno to respond to that question.

MR. MELARAGNO:  If I can refer to you note 4 on the screen, confirming that the rate base does not include the AHS and OSB allowance.

MR. RUBENSTEIN:  Thank you.  Can I ask Exhibit B3 --sorry, my mistake.  Can I ask that Exhibit B3, tab 4, schedule 1, table 2 be brought up?

In this table, you provide a comment that shows depreciation and amortization.  Do you see that?

MR. KOGAN:  Yes.

MR. RUBENSTEIN:  Could we go to table 1, which shows 2016 to 2019 actuals.


MR. KOGAN:  Yes.

MR. RUBENSTEIN:  I'm wondering if you can add a column to this table that similarly shows depreciation amortization in these years related to the in-service additions in those years?

MR. KOGAN:  I'm not actually sure that that is feasible in a reasonable manner, because on a forward-looking basis, we can make that distinction since the in-service additions are effectively modeled out based on the forecast.  So we can easily or more easily identify the impact of that versus the impact of the existing base, which is just rolled forward from our sub ledger.

For the past, we don't maintain easily records to say in the 2016 in-service addition, and let me figure out what the impact is separately of that.

MR. RUBENSTEIN:  Okay.  You're unable to do it?

MR. KOGAN:  It's certainly not an easy exercise is what I would say.

MR. RUBENSTEIN:  Let me ask you where I'm going, and maybe there is a different way you can do it.

I'm seeking to understand from 2017 to 2019 to determine essentially what the weighted average depreciation rate on the in-service additions are for those years.

Maybe you can't give me the exact number, but some good estimate of what you think those were for those years and specifically for the nuclear operations capital categories, so the Darlington NGS, the Pickering NGS, and the operations and project support.

Is that something you can do?

MR. KOGAN:  You're looking for -- to make sure I understand the thrust of the question.  You're looking for the average depreciation rate on new capital we have added in those years?

MR. RUBENSTEIN:  Yeah, for that nuclear -- what I call the nuclear operations capital, which I understand is -- for the purpose of rate base tables, are the Darlington NGS, Pickering NGS, and operations and project support categories.

MR. KOGAN:  Well, there are items that are non-- that enter rate base from IT and real-estate projects as well that go into the Darlington Pickering line, just for clarity, but I understand your question is specifically focused on what we termed the nuclear projects; is that correct?

MR. RUBENSTEIN:  Yes, and it's relating to essentially trying to understand with respect to the nuclear in-service additions that we talked about on panel 2.  So if that's a subset, I guess I'm only looking for a subset.

MR. KOGAN:  I think I understand the thrust of the question, so we can take away and see what -- how we can provide an indication, recognizing, of course, that you may have -- the depreciation rates may very well vary depending on the nature of the asset that we put in-service.

MR. RUBENSTEIN:  Yes, no, I understand that.

MR. MILLAR:  It's JT2.27.
UNDERTAKING NO. JT2.27:  TO PROVIDE THE WEIGHTED AVERAGE DEPRECIATION RATE ON THE IN-SERVICE ADDITIONS FROM 2017 TO 2019, SPECIFICALLY FOR THE NUCLEAR OPERATIONS CAPITAL CATEGORIES, THE DARLINGTON NGS, THE PICKERING NGS, AND THE OPERATIONS AND PROJECT SUPPORT

MR. RUBENSTEIN:  All right.  Thank you very much.  I would like to now talk about the Clarington corporate campus.  I'm going to try to avoid anything that's confidential, obviously, but if you prefer to answer something in a confidential manner, let me know, and we can deal with it at that session.

Can I ask if we can pull up SEC 111, which is D3-01-SEC-111.  And while that's coming up, just so I understand it, and I don't think -- it doesn't relate to this IR, the campus is going to be built on land OPG owns currently?

MR. KOGAN:  Yes, that is accurate.

MR. RUBENSTEIN:  And it is -- as I understand from some of the evidence, it's outside of the Darlington, what I call campus, it's not on the campus?  It's nearby, but not on the campus; is that correct?

MR. KOGAN:  It's outside of the Darlington station immediate area, and Mr. Mauti can maybe use better terminology than I can to describe it.

MR. RUBENSTEIN:  It's outside of that security gate.

MR. KOGAN:  Yes, yes, it is.

MR. RUBENSTEIN:  Okay.  That's good enough for me.

So in part one we asked, is there a more detailed project proposal and business case that exists for this project?  If so, please provide copies.  And your answer is there hasn't been because you're only in the planning phase.

I was a bit surprised by this answer, and maybe you can help me.  Maybe there is not more detailed business case, but there must be some documentation, because ultimately this, as I read the -- it's not just building a new building, it's obviously a change in the real-estate strategy of the company, and there's obviously a number of assumptions that you've made in the business case that you must have thought through.

Can you help me?  Is it just maybe my question was not as precise as I thought it was?

MR. KOGAN:  So I -- we -- I understand that the thrust of the question to be focused on the specifications of the design, for lack of better technical word, for this new building, and I believe that's the lens with which this response was approached, and I believe that that is something that is currently being developed, and there is a process that is being undertaken, including a procurement process to help aid with that development design.

MR. RUBENSTEIN:  But is there a broader document that discusses, I don't mean necessarily the design, but essentially outlines in greater detail the cost -- the trade-offs between the, you know, the cost assumptions, all these sort of things that are -- I'm not sure what you'd call it, you know, a strategy -- you know, a real-estate strategy, a new building proposal, something that is -- seems it must exist as more detailed than the business case summary.

MR. KOGAN:  I am personally not aware of such a formal document, but because I am not firsthand with this strategy I couldn't answer definitively if you're casting a very broad net around the subject, which I think is what you're trying to do, Mark?

MR. RUBENSTEIN:  Well, could I ask you to undertake to inquire or ask who you need to ask and if so produce that document if it exists?

MR. KOGAN:  We can do that.

MR. RUBENSTEIN:  Thanks.

MR. MILLAR:  It's JT2.28, and it's to investigate and provide as possible documents based on the business plan, but documents related to the -- is it the costing of the new campus, Mark, or what --


MR. RUBENSTEIN:  Well, I would -- if there is documents that relate to the project proposal or project -- or real-estate strategy that this is part of, this new real-estate strategy that this is part of, where it provides more detailed analysis of some of the assumptions or things that are discussed in the business case.

MR. MILLAR:  Okay, thanks.
UNDERTAKING NO. JT2.28:  TO INVESTIGATE AND PROVIDE, AS POSSIBLE, DOCUMENTS BASED ON THE BUSINESS PLAN RELATED TO THE NEW REAL-ESTATE STRATEGY THAT THIS IS PART OF.

MR. MAUTI:  This is John Mauti here, and perhaps this may not be enough, but to try to provide a little more colour, you mentioned the business plan, and there is in the business plan a discussion on the real estate and work force transformation strategy, as we called it in the initiative.  That looked at a variety of options that tries to minimize cost of lease and existing facilities, tries to revamp what those existing facilities look like; for example, the, you know, transformation of the 700 University floors that we have under lease.  And it talks about the desire to move to a sort of a common corporate campus to help with collaboration and innovation and having people in one spot, so some of those things are dealt with as part of our business plan.

But again, at the end you started to get into almost the financial evaluation of this sort of building and options, and I think that's covered as part of the business case, so I'm not sure if, between what we do have in the business plan and what's articulated in the business case, if that would be sufficient or -- I'm not sure.

MR. RUBENSTEIN:  Well, you'll see what exists and let me know.  I don't -- I can't really -- I mean, as I read the business plan here, it seems to me -- and maybe I'm entirely incorrect about this -- there must be something behind that, because the business case is -- sorry, not the business case, the business plan, there must be something behind the business plan, I would think, and maybe I'm incorrect, but that's how I read it.

MR. KOGAN:  We will take a look at it, Mr. Rubenstein, and we’ll take a look at it from the lens of the regulated business for greater clarity for the impact on the regulated business.

MR. RUBENSTEIN:  Well, okay.  I'm not sure what -- what that -- I mean, the project itself, as I understand, is going to include regulated and non-regulated people, correct?

MR. KOGAN:  It will host the -- yes, that's correct.

MR. RUBENSTEIN:  And facilities you are no longer using similarly are a mix of regulated and unregulated.

MR. KOGAN:  They similarly host both categories; that's correct.

MR. RUBENSTEIN:  So -- but you say -- well, give you something that's related, right, but it's very hard -- I'm not sure what that means in --


MR. KOGAN:  No, Mr. Rubenstein, I did not -- what I was --


[Reporter appeals.]


MR. KOGAN:  I simply meant to say that if there is something that relates wholly to the unregulated business, that that's not something that we would probably be seeking to provide, but if there is an impact on the regulated business, then we would.

MR. RUBENSTEIN:  Okay.  I understand.  I just want to make sure I understand the timing of the project.  As I understand, there is a -- we're at a level, using the AACE scale, we're at level -- we're at, sorry, at a level 5, a class 5 estimate?

MR. KOGAN:  That's what the evidence is, yes.

MR. RUBENSTEIN:  And by the time we get to the execution case -- the execution business case we'll be at a level 3?

MR. KOGAN:  I don't know the specific answer what level it would be.  It will be an improvement, but I'm just not that familiar with those specific levels, Mr. Rubenstein.

MR. RUBENSTEIN:  Okay.  Well, I think that's in evidence, actually.  It's not necessarily material to the question.  But you can take that subject to check, but I want to understand, as I understand, you know, the trade-off building the new facility, is you're going to exit leases that you have in other facilities, and I just want to understand, when do you need to make the decision on those leases as compared to the execution case -- business case timing?

MR. KOGAN:  I think it would be -- I expect it will be a staggered timeline based on the particulars of each lease, its termination date, and the flow of individuals and relocation plans and availability of space at the receiving campus.

So I don't think there is necessarily a bright line for that applies to every single lease.  There's a number of leases, as you can appreciate.  I think it's going to be a flow and a plan that will be developed to accommodate that.

MR. RUBENSTEIN:  I want to understand this.  Imagine you get to the execution case, the business case, and it's not approved.  For whatever reason, the cost estimate is much higher than you expected and it's determined this is not a good idea based on the assumptions you had made at this stage.

Is it -- have you already decided to exit all the other leases, and it's a bit too late?

MR. KOGAN:  The execution BCS timeline -- I think there was an interrogatory around that -- is for the first quarter of 2022, and I don't believe that the ship will have sailed, so to speak, if that's what you're asking, by the time we proceed to make that decision.

MR. RUBENSTEIN:  Okay.  Can you undertake to confirm then -- or can you just undertake to tell us if any leases -- if you have to make a decision on any leases before the execution business case is decided upon?

MR. KOGAN:  I think I can undertake to provide something that is helpful on those lines, yes.  I think part of that response will need to provide some context in that there may be some leases that we would exit anyway.  So it may not all be the same strategy for all the leases, but we can lay that out in a little bit more context to answer your question.

MR. MILLAR:  JT2.29.
UNDERTAKING NO. JT2.29:  TO CONFIRM WHETHER OPG HAS TO MAKE A DECISION ON ANY LEASES BEFORE THE EXECUTION BUSINESS CASE IS DECIDED UPON


MR. RUBENSTEIN:  Can I ask when you would expect employees to begin occupying the building?

MR. KOGAN:  There was an interrogatory response that addressed that.  I may need a minute to pull that up.

I don't think I'm able to find it right now, but I think the building is expected to be substantially completed in 2024.  So I would expect that employees would begin to occupy the property shortly after that period of time.

MR. RUBENSTEIN:  The first part is -- I've seen that in the interrogatories, thus I asked the second question.  That's the reason I asked the second question.

Can you confirm that the expectation that in 2024, employees will start occupying the building?

MR. KOGAN:  Is the question is the current plan for employees to start occupying the building sometime in 2024?

MR. RUBENSTEIN:  Yes.

MR. KOGAN:  I think the answer is yes.

MR. RUBENSTEIN:  If we can go back to -- sorry, it's still on the screen.  If we can go down to part D, we asked you to essentially provide the cost of calculations provided in the business case summary, and provide a full underlying cost breakdown in the NPV calculations, including all assumptions made for each alternative.

Are you able to provide the Excel model or whatever it is that you ran to get to these NPV numbers?

MR. KOGAN:  You're looking for the actual, my words, raw Excel spreadsheets?

MR. RUBENSTEIN:  Yes.

MR. KOGAN:  Is it possible to scroll down, please?  We obviously do have underlying Excel models that did the calculations.  I don't know how neatly arranged they are, so to speak, but with some liberty to arrange them in a bit more comprehensible way, if they are not as comprehensible.  I think we can provide the underlying calculations.

MR. RUBENSTEIN:  Please do that.  It would be helpful as well.

MR. MILLAR:  That's JT2.30.
UNDERTAKING NO. JT2.30:  TO PROVIDE THE LIVE EXCEL SPREADSHEETS USED FOR THE NPV CALCULATIONS


MR. KOGAN:  Are we providing that -- I think we would provide a hard copy output of that.  Is that what we would normally do in this situation of a model production?

MR. RUBENSTEIN:  I would like actually the live version of the spreadsheet.  I mean, practically speaking, the idea is to test some of those assumptions.  Understanding the numbers in the cell is essentially the way to do it.

MR. SMITH:  I guess this would be provided confidentially, Mr. Rubenstein.

MR. RUBENSTEIN:  I assume so, since these numbers are confidential as of now.

MR. KOGAN:  I think we'll --


MR. SMITH:  I think we can do that.

MR. MILLAR:  Okay.  That was marked JT2.30.

MR. RUBENSTEIN:  Can I ask you now to turn to F3-02-Staff-264, attachment 1.  Just some background on the attachment was asked on the original interrogatory.  Essentially, you provided a table using the Kipling and Wesleyville facilities, a comparison of what the asset service fee amounts are versus what they would be on a true revenue requirement basis.

Do I have that right, that's with this is attempting to show?

MR. KOGAN:  Yes, this was an illustrative comparison that was requested.

MR. RUBENSTEIN:  Are you able to do this for the Clarington facility?

MR. KOGAN:  We could.  Just for additional context, Mr. Rubenstein, the difference between -- what our response essentially said is the difference between the two calculations simplifying assumptions around the capital cost allowance.  Otherwise, the calculations are the
same --


MR. RUBENSTEIN:  I'm more interested to see the calculation not necessarily as comparison.  This seemed like a good table to do it, since you already provided a breakdown and it's a methodology to show how you've done the what I recall the alternative revenue requirement calculation.

MR. KOGAN:  Would it be acceptable to show the asset service fee calculation, or are you looking for both the theoretical with CCA calculation as well?

MR. RUBENSTEIN:  If you're able to do both, I think that's helpful.

MR. KOGAN:  We will provide an estimate for both bases, then.

MR. RUBENSTEIN:  Can I just understand -- with respect to the asset service fee calculation, you're utilizing the -- and this is for all the projects that have an asset that relate better captured in the asset service fees -- you're utilizing the cost of capital parameters you're applying for in this application?

MR. KOGAN:  I believe the answer is yes, or something very close to it, should there be any temporal issues in terms of pulling together the business plan and finalizing our proposal for cost of capital.  But the intent is for it to be the same.

MR. RUBENSTEIN:  And so that includes the proposed capital structure changes.

MR. KOGAN:  Again, yes, the intent is to include that; that's correct.

MR. RUBENSTEIN:  Are you able to provide a calculation that shows asset service fee if the Board did not accept your proposal with respect to the cost of the change to the capital structure, how that would impact the asset service fees, what the flowthrough would be during the test period?

MR. KOGAN:  Yes, I think we can do that.

MR. RUBENSTEIN:  Can you please do that?

MR. MILLAR:  So that's -- I think we're JT2.31.  And, sorry, Mark, is that for this table or is that for the other tables that were being provided?

MR. RUBENSTEIN:  Neither.

MR. MILLAR:  Okay.  Well, maybe you should tell me.

MR. RUBENSTEIN:  I will repeat the -- what I'm seeking is with respect to the total or the annual asset service fees that OPG is seeking for '22 to '26, what would those numbers be if the Board did not agree with its proposed changes to the capital structure.

MR. MILLAR:  Okay.  JT2.31.
UNDERTAKING NO. JT2.31:  WITH RESPECT TO THE TOTAL OR THE ANNUAL ASSET SERVICE FEES THAT OPG IS SEEKING FOR '22 TO '26, TO STATE WHAT THOSE NUMBERS WOULD BE IF THE BOARD DID NOT AGREE WITH ITS PROPOSED CHANGES TO THE CAPITAL STRUCTURE.

MR. RUBENSTEIN:  Can we turn now to F3 Society 17B.  Sorry, that's F3-01-Society-017.


MR. SMITH:  Sorry, just, Mr. Millar, I think you may have missed an undertaking numbering for Clarington.  Can you just check -- or maybe you just misspoke last time.

MR. MILLAR:  Yes, so there was a discussion where I was not sure if an undertaking had been given or not, so it is possible I missed one.  I don't -- I've written down the numbers as I take them, but I don't have detailed notes on exactly what they are.  Those would be in the transcript, and I assume other folks have got them.  So I think there may be one between 2.30 and 2.31 that I missed.  Is that what you're referring to, Mr. Smith?

MR. SMITH:  Yes.  Yes.  Yes.

MR. MILLAR:  So why don't you state that again, Mr. Rubenstein, or Mr. Smith, if Mr. Rubenstein doesn't know what we're talking about, and we can mark that as 2.32.

MR. SMITH:  I have no idea what it is, only that I thought the numbering was off.

MR. RUBENSTEIN:  Sorry, what's the -- before the one you just gave, what was the -- what were the ones in between that you have, Mr. Millar?

MR. SMITH:  It was -- Mr. Rubenstein, it was to do Table 1, the ASF calculation, including the CCA simplified assumption for the Clarington project.

MR. MILLAR:  Right.  And that I do not believe was marked.  So let's mark that as JT2.32.  Okay.  Sorry about that.  Please go ahead.
UNDERTAKING NO. JT2.32:  TO DO TABLE 1, THE ASF CALCULATION, INCLUDING THE CCA SIMPLIFIED ASSUMPTION FOR THE CLARINGTON PROJECT.

MR. RUBENSTEIN:  Can you turn up F3-01-Society-017.  So as I read essentially part B of this response, you essentially discuss all the savings that will be allocated -- will be -- that are attributed to the nuclear facilities or allocated to the nuclear facilities as a result, that sort of, I guess, offset the cost of the new facilities.  Do I have that right?  That's the -- really, what you're providing in response to part B here?

MR. KOGAN:  So I just need to take a look, because there were many IRs, and asked many different slices of these savings.  I think this particular sub-part was referring to the period between '23 and '26 -- there's a further answer, so you've got to -- there's a further -- if we scroll down, I think that there is a better sort of answer that I -- yeah, actually, no, that's right, no, that's correct, so I take that back.  You're right.  This is talking about the savings.

MR. RUBENSTEIN:  You were right that lots of people asked for different versions, and what I am trying to find is a single comprehensive interrogatory that would show, let's say from 2022 to 2028 -- and I'll explain why those years in a minute -- that show all the various line items that show up in this application, what the costs would be that over those times you can see the reductions over time.

And the reason I say 2017 -- sorry, 20 -- I would like you to include 2027 and 2028, which I recognize are outside of this period -- is the evidence talks about how there will be some savings after 2026.  So for example you see this -- I forget where exactly, but...

MR. KOGAN:  I understand what you're saying.  There are some leases that would be exited after the IR term, and those savings should be considered.  We do make that point.

MR. RUBENSTEIN:  Yes, I would like to see what we're talking about.  So I was wondering if you would be able to do that, just one comprehensive IR that shows on an annual basis the different line items so we can see where the numbers drop off for the various line items over time.

MR. KOGAN:  You're looking for a year-by-year view as opposed to by the time everything that's needed to drop off has dropped off, what is that ongoing annual impact?

MR. RUBENSTEIN:  Yes.  You can see the drop-offs, essentially.

MR. KOGAN:  We can undertake to pull together a schedule by year that will summarize this, yes.  For additional context, Mr. Rubenstein, I think it was actually the SEC IR that had a good place if you're looking for the ultimate annual savings, because we did list the leases based on the latest available date that they would otherwise be in rates, but we'll undertake to provide a year-by-year schedule.

MR. MILLAR:  It's JT2.33.
UNDERTAKING NO. JT2.33:  TO PROVIDE A SINGLE IR SHOWING SAVINGS 2022 TO 2028, SHOWING ON AN ANNUAL BASIS THE DIFFERENT LINE ITEMS SO WE CAN SEE WHERE THE NUMBERS DROP OFF FOR THE VARIOUS LINE ITEMS OVER TIME.

MR. RUBENSTEIN:  And then moving areas, let me ask
a -- I guess I have a policy question.  As I understand from some of the evidence and discussions that were had on other panels, COVID-19-related costs show up in two places in this application, two deferral accounts.  One is as they relate to the Darlington refurbishment they’re in the CRVA, as discussed in panel 1, and I believe all the others will show up in the Board's 1509 account.  Do I have that right?

MR. KOGAN:  So with respect to Darlington refurbishment capital, which is where the incremental impacts potentially are, there is nothing in the CRVA, because nothing has been in-service, and I think we indicate that in Staff 18, if memory serves.

MR. RUBENSTEIN:  Sorry, let me rephrase that.  Once you're in-service, if there is a variance caused by -- attributable to COVID-19, they will show up in the CRVA.

MR. KOGAN:  To the extent there is any ultimate variance to the amounts that are approved by the Board for the in-service amounts, yes, that would show up in the CRVA ultimately if any such amounts arise; that's correct.

MR. RUBENSTEIN:  And all other costs, COVID-19-related incremental costs, are being recorded in the Board's 1509 account?

MR. KOGAN:  No, I don't think that's accurate.  This may be a good time to pull up CCC 13, if we may.  If the full reference is needed, let me know.  I can look it up.  If it's not there, that's fine.  Okay.  Just one moment.  So it's A2-02-CCC-13.  And there is a useful table at the back that provides the various impacts.  If we can just go to the attachment, please.  I think it's attachment 1, I believe.

So this table lays out by category the, we call it the generation margin impact of COVID-19, none of which is captured in any account at the moment.  Then there is OM&A cost and savings line item.  These items are captured in, I'll call it the CEDA account, because I don't remember what the acronym stands for, and there are some non-capital CRVA amounts, and then there is some other timing amounts that just offset across years, and those are the timing amounts also not captured in any account because they wash.

MR. RUBENSTEIN:  Am I correct if there is incremental COVID amounts are going to show up in an account, they will be either in the CRVA or what you call the CEDA account, my understanding that's the Board's account 1509?

MR. KOGAN:  Yes, that's correct.  For absolute -- this was for the cost you asked specifically?  Sorry.

MR. RUBENSTEIN:  Any incremental amounts, yeah.

MR. KOGAN:  Yes.  For further completeness, there is another account, the over-under deferral variance account recovery -- the over-under recovery account for variance and deferral accounts, that as a result of the impacts of generation also captured some impacts, just for completeness.  But I think the thrust of what you're getting at, that answer is that's correct.

MR. RUBENSTEIN:  Since we filed the interrogatories, as you may know, the Board issued a letter in the 1509 consultation essentially saying that the -- whatever the Board's generic rules it's going to set out for that consultation will not apply to OPG, as well as a couple of other utilities.  And it noted that the impacts of COVID may be dealt with in the current proceeding, this proceeding, or in some future payment amounts proceeding.

What is OPG's position on when, let's say, the rules regarding account 1509 aka the CEDA account, using your verbiage, should be dealt with?  Is it in this proceeding, or in a DVA proceeding down the road, or something else?

MR. KOGAN:  This may be a question for Ms. MacDonald or alternatively, if Ms. MacDonald wants to caucus, we can do that as well.

MS. MACDONALD:  We could caucus, Mr. Kogan.

MR. RUBENSTEIN:  Before you caucus, if ultimately do you want give an undertaking to think about your position, since this came out subsequent to the application filing and subsequent to IRs, that's fine as well, if that's the outcome of your caucus.

MR. MILLAR:  Lillian, can you arrange for a room?

MS. ING:   It's open.

[Witness panel confers.]


MR. RUBENSTEIN:  Can you hear me now?

MR. MAUTI:  Can you hear us, Alex?

MR. KOGAN:  I apologize.  I lost my background as well.

MR. MILLAR:  Where were we?

MR. KOGAN:  We're returning from a caucus to take the undertaking to respond to our position on the Board-approved account for COVID matter.

MR. MILLAR:  Okay.  And you are taking that undertaking?

MR. KOGAN:  We are taking that undertaking.

MR. MILLAR:  Okay.  So it will be JT2.34.
UNDERTAKING NO. JT2.34:  TO ADVISE IN WHICH PROCEEDING OR AT WHAT TIME THE BOARD WILL DETERMINE NOT JUST THE DISPOSITION, NECESSARILY, BUT THE POLICY ABOUT DISPOSITION, AND IF IT IS IN THIS PROCEEDING WHAT IS YOUR PROPOSAL.

MR. RUBENSTEIN:  Just so we're clear about the undertaking, I guess it's essentially seeking two things.  One is, when do you -- which proceeding or what time will the Board determine not just the disposition, necessarily, but the policy about disposition, and if it is in this proceeding what is your proposal.


MR. KOGAN:  I think we understand, and we'll provide a comprehensive response.

MR. RUBENSTEIN:  Thank you.

All right.  Can I ask you now to turn -- moving to a different subject, can we turn to Staff 88?  This is F4-03-Staff-288.  And this was a question for Willis Towers Watson, so you may need to take this by way of undertaking.  In part i Staff asked:

"Please provide a detailed comparison of the peer groups used that were used for the pension and benefits benchmark filed in the last proceeding and essentially discuss why peers were dropped or added."

If we go down to the response -- and the response says:

"No companies were added to the comparator group used for pension and benefits benchmarking compared to the 2015 compensation benchmarking report filed in the 2017 to 2021 payment amounts proceeding.  Ten organizations were removed from the comparator group to align with the revised segmentation approach."

And I take that response to mean the 50-50 private sector-public sector segmentation approach for pension and benefits.  Is that your understanding?

MR. KOGAN:  Ms. Domjancic, would you like to answer that question?

MS. DOMJANCIC:  Thank you.  So changes to the comparator group generally were due to change in segmentation approach and really no longer meeting the complexity criteria and/or change in survey participation, so generally that is what triggered changes to any of the comparators.

MR. RUBENSTEIN:  And I understand that that's the response provided to the general survey, where it asked, if you scroll up in the other tables, but with respect to pension and benefits, the only thing it references is the revised segmentation approach?

MR. KOGAN:  Mr. Rubenstein, we actually have -- we received a question in the Staff compendium that I believe deals with this as well that is asking to discuss it, so once we undertake to respond to those applicable questions, I guess tomorrow, we can address it then.  Would that help?

MR. RUBENSTEIN:  Well, let me just put on the record what I'm asking, and then you can either take it as an undertaking and roll it into your response to staff or what.  I just, I won't be around.  I will be out of time.

As I understand from the study, essentially it's a 50-50 split between the pension and benefit -- sorry, between private and public, and that's the segmentation that we're talking about here for the pension and benefits.  And it seems to me basically is that these were removed to ensure that there was 50 percent private sector and 50 percent public sector in absolute numbers, because if you go to F4-3-1, attachment 2, page 31, there's seven private sector, seven public sector.  And I was wondering why the approach was to ensure that there was 50-50 in absolute number of comparators versus just weighting how many other private -- relevant private-sector companies and weighting the 50 percent of whatever number of public-sector companies, which seems to be the approach that was taken with respect to public- and private-sector weighting for the rest of the study, was not -- you didn't find 50 -- you didn't need the same amount of private and public sector.  You just simply weighted -- they were weighted, and it seems to be different for the pension benefits, and I didn't understand why that would be the case.

MR. KOGAN:  We will undertake to answer that question.

MR. MILLAR:  That is JT2.35.
UNDERTAKING NO. JT2.35:  TO ADVISE WHY THE APPROACH WAS TO ENSURE THAT THERE WAS 50-50 IN ABSOLUTE NUMBER OF COMPARATORS VERSUS JUST WEIGHTING HOW MANY OTHER PRIVATE -- RELEVANT PRIVATE-SECTOR COMPANIES AND WEIGHTING THE 50 PERCENT OF WHATEVER NUMBER OF PUBLIC-SECTOR COMPANIES.

MR. RUBENSTEIN:  Right.  And the last thing, if we could pull up Staff 287, attachment 1, page 21, and my -- this is, just so we -- this was the, essentially the consulting agreement between OPG and Towers Watson.

Now, my understanding from the consulting agreement is, in addition to whatever study or analysis OPG required for the purpose of its regulatory proceedings such as this, it also provides an annual total compensation benchmarking update, is what it's called.  Can you just talk about what that is?

MR. KOGAN:  Is there a reference to this annual update that you're referring to?

MR. RUBENSTEIN:  Yeah, it's right on the page.  You can see it, sort of the third bulleted section.

MR. KOGAN:  I'll need to look at the rest of the document.  Ms. Domjancic, I am still looking through the document, so if you're familiar with it please go ahead.  I'm not that familiar with all 24 pages of this, so I'm needing to take a read through this before I can answer that question.

MS. DOMJANCIC:  Mr. Rubenstein, can you repeat the question, please?

MR. RUBENSTEIN:  Well, let me start off -- Mr. Kogan seems to not know what this -- does Willis Tower Watson provide an annual total compensation benchmark update?

MS. DOMJANCIC:  Yes, so I don't have that information available, in terms of annual.  So we do have the benchmarking report that was filed and the 2019 report as well that was in draft form.

MR. RUBENSTEIN:  Okay.  So you're not aware if they actually do this?  They actually provide you this service that is in the agreement?

MR. KOGAN:  I don't think it's necessarily done every year, if that's the question from what I understand.

MR. RUBENSTEIN:  Nobody on the panel is familiar with it, so me asking more questions doesn't seem to be helpful.  I would say it would be my expectation if this survey does exist or this document does exist, it would be provided in response to the SEC 10 interrogatory that's still outstanding with respect to third-party benchmarking reports.

MR. SMITH:  We understand your comment.  I don't know what we can say to it, Mr. Rubenstein, since we don't know whether it was done.

MR. RUBENSTEIN:  I'm just saying if it is done, my expectation is it would be provided in response.  All right.  Those are all of my questions.  Mr. Shepherd has some other questions on some other areas.  Thank you, panel.
Examination by Mr. Shepherd:


MR. SHEPHERD:  Can you hear me okay?

MR. KOGAN:  Yes, I can.

MR. SHEPHERD:  I know some of you and others I don't.  I first want to follow-up with a couple of questions with respect to SBG, just because your discussion with Mr. Elson was very exciting, but I was confused at the end of it.  So I want to ask a couple of questions.

He asked you about the size of the reservoir.  Does this ring a bell?  It’s 20 million litres, 20 million cubic litres of water in the reservoir?  Does anybody know that?

MR. URUKOV:  I personally do not know that number.

MR. SHEPHERD:  Am I also right that the maximum length of time you can run the PGS is about eight hours -- that is not pumping, I'm talking about generating power.  Is that right?  When you get to eight hours, your reservoir is basically empty?

MR. URUKOV:  That number does ring a bell based on utilization of all the units.

MR. SHEPHERD:  All right.  Then you talked about the decision-making for when you pump making economic sense in the market; I wrote that down as you said it.  Am I right you have two sets of rules?  You have an operating set which is about physical things, and then you have a financial set, which is about market, right?

MR. URUKOV:  Both of those are considerations.  I don't see them as distinct sets.  I think they are typically used in conjunction.

MR. SHEPHERD:  The reason I'm asking is I'm looking at your physical constraints.  You have, for example, in order to avoid flooding, you can't put the reservoir above 189.6 metres, right?  Are you aware of that?

MR. URUKOV:  I'll have to take that away, Mr. Shepherd, to give you a definitive answer.

MR. SHEPHERD:  It doesn't matter.  I'm trying to get to a general point, which is that you have -- for example, you're allowed to pump at night, but only between midnight and 7 a.m.  And if you're generating, you can't pump.  And there's a crossover channel between the pump storage facility and Beck, which you can't let it go below 165 metres.  You have a bunch of physical rules like that that you have to follow.  These are operating constraints, is that correct?

MR. URUKOV:  Without agreeing to specific numbers I think what you mentioned is there are some considerations that are operational in nature, yes.

MR. SHEPHERD:  Okay.  And then you have a set of economic requirements, basically, that -- I read what you were saying or heard what you were saying as the market price is set whether it's cost-effective to pump or not pump, yes?  It's a forecasted market prices, but it's market prices, right?

MR. URUKOV:  You are correct in that being one of the inputs, the expectation of what the market prices are going to be in the next cycle.

MR. SHEPHERD:  Okay.  Is part of the economic calculation the amount of revenue you will receive from SBG?

MR. URUKOV:  Again, that is not part of the process we undertake in pricing the PGS.

MR. SHEPHERD:  The last thing I wanted to ask -- maybe not the last, but almost the last thing about this is you said you make an hourly run decision on PGS, right?  Which I understand, but -- and you're going to talk about that in more detail -- but I didn't understand why you might make run decisions more often than hourly.  What are the decisions in which you would decide more often than hourly whether to pump or not pump?

MR. URUKOV:  Allow me to clarify this, Mr. Shepherd.  What I meant was the fact that there are certain market conditions that can emerge, and instances which are not limited to the turn of the hour.

All I was saying in that response was that we monitor all those conditions and there’s a market event that changes the overall assessment, and we're cognizant of those.

MR. SHEPHERD:  Unless you have an operating constraint you run into between the two decisions -- for example, your channel is going below 165 metres.  Unless you have an operating constraint that you run into, you're going to keep the decision from one hour to the next, generally speaking, right, your pump decision?

MR. URUKOV:  I confess I'm not sure I understand the specific question.

MR. SHEPHERD:  So you make a decision to pump or not to pump based on market prices, and market prices change hourly.  You can have a situation in which you're pumping, but as a result, your crossover channel gets too low and you have to stop pumping, right?

MR. URUKOV:  I believe that is one hypothetical possibility, yes.

MR. SHEPHERD:  But other than operating constraints, you're not going to decide mid-hour not to pump because you've already made the decision based on market conditions for that hour, right?  They're not changing?

MR. URUKOV:  Yes, I believe that's a fair statement.  And again, my noting the intra-hour decision-making change was strictly in regards to some market events that could happen intra-hour.  And again those certainly would be infrequent.  And I agree the price would reflect in the next pricing iteration.

MR. SHEPHERD:  That's all the questions I have on that.  You have lots of undertakings, so I'll hear a lot about it.

I want to follow up on something Mr. Rubenstein asked about.  And this is not for you, Mr. Urukov.  I think it's for Alex.  He asked you, for past periods, to give the depreciation on in-service additions each year.  You used the half year rule for in-service additions, right?

MR. KOGAN:  In forecasting in-service additions --

MR. SHEPHERD:  No, in calculating depreciation.

MR. KOGAN:  I don't believe that's right.  I think -- for actual in-service additions placed in-service?

MR. SHEPHERD:  Yeah.  Don't you use the half year rule?

MR. KOGAN:  No, we would tend to use a more precise month or point in time in which they're placed in-service. We don't generalize every addition at the half-year point for actual results.

MR. SHEPHERD:  Okay.  So you create a continuity schedule for depreciation that segregates the depreciation on old assets, assets that were in existence at the beginning of the year and assets that came into service during the year, because you have to do that to calculate the depreciation on those assets, right?

MR. KOGAN:  The system does that calculation.  I don't know exactly what the schedule looks like that the system spits out, how it contains information.  But certainly that's the calculation that would be performed.

MR. SHEPHERD:  And you also -- for CCA purposes, you also have to segregate in-service additions which are half year and UCC at the beginning of the year, right?

MR. KOGAN:  We do separately have to report the in-service additions for CCC purposes, yes.

MR. SHEPHERD:  Okay.  So I don't understand how you can't provide the depreciation on in-service additions for the last few years since the last rate case.  It seems to me that this is information that you have to keep.

Here's what I'm going to ask you, Alex.  Could you please go away and see whether there is some piece of -- some component of your system that allows you to extract this information that Mr. Rubenstein was asking for?

MR. KOGAN:  I think I understand what you're asking, Jay.  I just want to be clear that what I can't probably do is trace that through for all these years.  I can't tell you if in '16 I placed in-service addition what is its depreciation in 2020.  That's what I can't -- if you 
want --


MR. SHEPHERD:  No, I agree.

MR. KOGAN:  That might be quite painful.

MR. SHEPHERD:  I agree 100 percent, Alex.  I wouldn't ask you to do that.  I wouldn't do it myself.

MR. KOGAN:  All right.

MR. SHEPHERD:  But for each year the in-service additions for that year, the depreciation on that in that year is something that you can get, I think, right?

MR. KOGAN:  Okay.  You're talking about just in the year.  That may be more easily available, yeah.  That's a fair one for us to investigate.

MR. SHEPHERD:  Okay.  Can you undertake to provide that?

MR. MILLAR:  It's JT2.36.  
UNDERTAKING NO.  JT2.36:  TO PROVIDE FOR EACH YEAR THE DEPRECIATION ON THE IN-SERVICE ADDITIONS FOR THAT YEAR.

MR. SHEPHERD:  And then the last follow-up question I have, also from Mr. Rubenstein's questions, is you talked about the chart in CCC 13, A2-02-CCC-013.  And it's right, isn't it, that some of those -- some of the COVID-19 impacts are timing differences, something that you expected to happen in 2020 is happening in 2021 and vice versa; is that right?

MR. KOGAN:  There is an element of those timing differences you described; that's correct.

MR. SHEPHERD:  And in fact, some of those timing differences slough over into '22 and '23, right?

MR. KOGAN:  From a cost perspective I think there is one item that we've identified that does that, if memory serves, without having the chart pulled up.

MR. SHEPHERD:  And from a revenue point of view?  Because one of the things that you indicated was that the timing of bringing units into service or taking them out of service affects revenues, and the result of that is that the pandemic effectively moved your revenues around, right?

MR. KOGAN:  I think we have an undertaking from a previous panel to look at some of those impacts, if I'm not mistaken, so I'm wondering if that will address the question you're getting at.

MR. SHEPHERD:  I have been listening throughout, and I didn't hear anything that spoke to this.  But here's what I'm going to ask you to do, and you may say -- you may end up answering this undertaking by saying it's in another undertaking.

Can you look at CCC 13 and just identify any of those impacts that are going to be reflected in '22 and beyond, there's some offset that would happen in '22 and beyond?  Can you just take a look at that and see -- like, for example, some revenue that was extra revenue in 2020 that would be lower revenue in '22 or '23, that sort of thing?  Can you just do that and see whether you can identify anything like that?

MR. KOGAN:  I think that we -- I think this would 
be -- any revenue impacts would be addressed in the undertaking that we have already taken.  I think that's how I would respond to that, and that would just be a cross-reference from one undertaking to the previous one.

MR. SHEPHERD:  Okay.  So can you give this undertaking then, and if it turns out that it's already included in the other one, you can just say so?  Your answer to my undertaking would be, see undertaking such-and-such.

MR. SMITH:  We can do that, Mr. Shepherd.

MR. SHEPHERD:  Thank you so much.

MR. MILLAR:  So it's JT -- I guess we're at 2.37.  Mr. Shepherd, can you repeat what the undertaking is?

MR. SHEPHERD:  The undertaking is to look at CCC 13, Table 1 and identify any impacts listed on this table that will have an offsetting or partially offsetting impact in 2022 or beyond.

MR. MILLAR:  Thanks.  
UNDERTAKING NO. JT2.37:  TO IDENTIFY ANY IMPACTS LISTED IN CCC 13, TABLE 1 THAT WILL HAVE AN OFFSETTING OR PARTIALLY OFFSETTING IMPACT IN 2022 OR BEYOND.

MR. SHEPHERD:  Now I'm going to return to my regularly scheduled programming, and I want to start with A2-01-Staff-015, attachment 1.  These questions -- I don't know whether these are for you, Mr. Mauti, or Mr. Kogan.  I have a bunch of questions on this -- this -- notes on the financial statements.  So let's start with page 21.  And all my references are pages on the PDF.  This says that --


MR. SMITH:  Sorry, I don't think we're there yet.

MR. SHEPHERD:  Ah.  So -- 21.  Yeah, I just want to get --


MR. SMITH:  Sorry, I think Mr. Shepherd is referring not to the page number of the financial statement but to the PDF page number.  So 21 of 1A.

MR. SHEPHERD:  That's what I said.  I'm referring to PDF pages.  There we go.

So in 2020 your nuclear was up 0.3 terawatt-hours and your hydroelectric -- regulated hydroelectric was down 0.2 terawatt-hours.  That's right, right?  I read that correctly?

MR. KOGAN:  On a year-over-year basis that's correct.

MR. SHEPHERD:  And which of those has higher variable costs, nuclear or hydro, regulated hydro?

MR. MAUTI:  When you say higher variable costs of production or recovery of variable?  I'm not sure.

MR. SHEPHERD:  Cost of production.

MR. MAUTI:  Nuclear cost of production per unit is higher than hydro cost of production per unit.

MR. SHEPHERD:  On a variable basis, on an incremental basis, or on a total cost basis?

MR. MAUTI:  Definitely on a total cost basis.

MR. SHEPHERD:  Let me explain what I'm asking about.  You dispatch on the basis of incremental cost to you, right?

MR. KOGAN:  That's a question for Mr. Urukov or...

MR. URUKOV:  Yes, I'll speak of how our offers for the market (inaudible) and dispatch.  So certainly depending on the fuel type there's different offer strategies.  I'm not sure I understand the specific question.

MR. SHEPHERD:  All right.  So let's cut to the chase.  You lowered your hydroelectric generation in 2020 and you say here it was primarily due to lower Ontario electricity demand.  But if that were the case, why wouldn't you lower nuclear production?  And I guess -- and the question I'm asking is, is it because hydroelectric variable costs, incremental costs, are higher than nuclear?  Because I thought the opposite was true.  That's why I'm asking.

MR. KOGAN:  Is the question, Mr. Shepherd, why we don't manoeuvre nuclear units?

MR. SHEPHERD:  It could be.  Your answer can be you adjust hydroelectric in preference to nuclear because nuclear is simply harder to move around.  I get that.  If that's the answer, that's fine.  The answer is not economic dispatch, right?

MR. URUKOV:  So again, I'll need to speak to dispatch order as it's executed by the IESO.  And when we speak to reduction at our hydroelectric stations, that does speak to some impact of demand, and it's related to which resource type, so to speak, goes first.  And this is our lowest-priced hydroelectric.

MR. SHEPHERD:  Can you turn to page 27, please?  You've been issuing bonds under your medium term note program at quite low interest rates, right, because the interest rate environment has been low.  I see here one issued in October 2020 at 1.17 percent.  And that's not the only one.  There's been a bunch of them, right?

MR. MAUTI:  Yes.  As you said, the prevailing interest rate environment in general globally has resulted in some low -- ability to finance at low interest rate, yes.

MR. SHEPHERD:  And I see that your medium term note program has increased dramatically over the last year, and I presume that's to capture as much as possible of that low interest rate environment; is that right?

MR. MAUTI:  As part of our financing strategy, we always look at what we're carrying in terms of short-term commercial paper, looking at what's happening in the marketplace, and making those decisions.  And yes, in part it is to capture the ability to lock in longer term paper at a lower rate.

Having said that, our short-term commercial paper is also at a very low rate.  So it does become a trade-off and judgment call and assessment.

MR. SHEPHERD:  And we see the lower interest cost in your evidence with respect to the interest costs associated with nuclear rate base, right?  We're seeing it trend downward?

MR. MAUTI:  Yes.  If you look at C1-1 evidence in terms of what the weighted average costs are for long and short-term debt, those rate forecasts reflect the environmental rate.

MR. SHEPHERD:  They would also apply to hydroelectric, right?  That is, you're not just refinancing the debt associated with nuclear; you finance on a corporate basis, so your cost of hydroelectric is also going down, right?

MR. MAUTI:  Safe to say the financing costs for the corporation as a whole on a percentage basis are lower, yes.

MR. SHEPHERD:  And that wouldn't be different for nuclear and hydroelectric, right?  Because you finance globally, whatever percentage of rate base is hydroelectric is getting -- is attracting a lower cost of debt.  Is that fair?

MR. KOGAN:  I can answer that.  For the issues that are corporate issues that are attributed across the entire organization, including nuclear and regular hydroelectric facilities, that would be correct.

MR. SHEPHERD:  That wouldn't be correct for project financing, right?  If you specifically finance a project, then whatever interest rate benefit or disbenefit, I suppose, that is not going to affect the rest of your borrowing, right, except in terms of credit rating stuff?

MR. KOGAN:  One moment.  That's correct.  To the extent that there is financing that is related to specific projects or investments, our methodology for attributing the cost of debt would attribute those to the specific underlying project or investment.

MR. SHEPHERD:  Thank you.  Could you move to page 37, please?  I'm looking at a footnote under the table.  You say you don't have an approved hydroelectric rate base.  What you have is the 7.49 billion that you had approved last time around.  

But you do have an actual rate base, right?  Forget whether you have an approved rate base.  You actually record what assets you have and what your current rate base is, right, your actual?

MR. KOGAN:  That's correct, and that forms the basis of some of the reporting that we do to the Board.

MR. SHEPHERD:  Is that in the record somewhere, the actual rate base for the end of this year, for example, for hydroelectric?

MR. KOGAN:  I'll ask if Mr. Melaragno or Ms. Arseneau recall the interrogatory.  I think it was an SEC interrogatory that provided some rate base continuities for hydroelectric.  I don't have that number handy, but maybe you do.

MR. MELARAGNO:  I believe in SEC 159, there should be something there in the notes.  I'm going to try to pull it up.

MR. SHEPHERD:  If you look at C1-01-SEC-032, you have a table of forecast rates.

MR. KOGAN:  Yes, that sounds right.

MR. SHEPHERD:  I'm going to come back to that.  I'll come back to that because I don't want to jump around too much.  We don't actually have any documents to show the actual rate base right now, right?  You have forecasts which are to the nearest billion, but we don't have any actual evidence on the current hydroelectric rate base, is that correct?

MR. MELARAGNO:  If I can jump in?  In SEC 159, attachment 1, table 4A, has the regulated hydro and nuclear rate base for 2020.

MR. SHEPHERD:  Sorry, attachment what?

MR. MELARAGNO:  Attachment 1, table 4A.

MR. SHEPHERD:  Table 4A is 2020 actual rate base.


MR. MELARAGNO:  Correct.

MR. SHEPHERD:  Hydroelectric.


MR. MELARAGNO:  Yes, in line -- sorry, 2A, column A.

MR. SHEPHERD:  Awesome.  I looked everywhere for that yesterday I couldn't find it.  Thank you for finding it.

I want to go to page 39 of this document.  We're still in MD&A, right?  That's what this is?


MR. KOGAN:  Yes, correct.

MR. SHEPHERD:  On page 39, you talk about this ESG-related line of credit, the 750 million you got from a chartered bank.  I actually couldn't find any details about that.  I looked around and couldn't find any, but maybe I missed it.

I have a simple question anyway.  Is there a premium or discount associated with the interest rate or charges on that because it's ESG?

MR. MAUTI:  Right now in the short-term, there is minimal if any difference.  The reason we have started to look at sustainability linked financing is we do see this as a path in the future that would make our financing attractive to investors that are looking for investments that have a strong environmental sustainability governance and climate-change-related nature to it.

So longer term, there should be a benefit we get from this.  In the short term, it's likely in single-digit basis points.  So it's not overly impactful in the short-term, but it is an area we do feel, and I think the financial markets in general feel, will be an important category or classification of financing going forward.

MR. SHEPHERD:  Your expectation is there will be a reduction in cost, not an increase in cost?

MR. MAUTI:  In theory being the attractiveness of this would be to the point that there could be a break.  But again, that's not what we're seeing right now in the evidence we have in front of us, whether it's the sustainability linked feature of this credit facility, or even our green bonds, to be frank.

MR. SHEPHERD:  Tell me whether this is right, Mr. Mauti, that what you find is that at least early on in this sort of financing, your up-front costs associated with launching this kind of thing, like the green bonds, is just expensive.  And so maybe longer term, it's valuable, but in the short-term, it costs you money to get there, right?

MR. MAUTI:  I wouldn't categorize it as expensive.  There is some minimal additional work that has to be done in order to get vetting of these products.  We would have to have some minimal effort from our existing staff.  We already have in terms of the additional steps, the additional key performance indicators we would have to sort of use to link the sustainability, the sustainability-linked feature.  So I would classify the cost as being fairly insignificant.

MR. SHEPHERD:  Okay.  Good, thank you.  And in the longer term you're hoping it will actually be lower than it is today.  You'll have the market advantage?

MR. MAUTI:  Again, we would hope so, and the direction and spirit of our clean-energy-related future that we're positioning ourselves with, that would be the intent, and assuming that the marketplace also values and sees that option going forward.

MR. SHEPHERD:  Okay.  Have you had any discussions with the rating agencies about the impact of this direction on either your ratings or -- and their risk perception or the cost of capital, the cost of debt?

MR. MAUTI:  In discussion with the rating agencies, we are always looking for ways to position OPG in a way that obviously supports our investment rate credit rating, the fact that we are a clean energy generator and are starting to expand on our disclosures related to ESG, I think they would be supportive of that, but I'm not necessarily sure they're giving that much weight or credence to that in comparison to other risks they would be evaluating for us.

MR. SHEPHERD:  And what I'm asking is, when you're talking to the rating agencies, are they reacting positively, negatively, neutral?

MR. MAUTI:  The fact we are looking at these products and are positioning our financial disclosures this way is at least seen in a positive light as opposed to not.

MR. SHEPHERD:  All right.  I want to go to page 60, and this shows the regulated hydroelectric results, the segmented results from 2019 and 2020, and if I understand this correctly, your revenue was higher in 2020, but that's, I think, just a function of it goes up and down every year.  But your OM&A went down and your depreciation went down.  Am I right?

MR. KOGAN:  The OM&A year-over-year did decrease, as shown here.  The depreciation amortization in totality also decreased as shown here as well.  Not to anticipate the question, but on the depreciation and amortization front in particular, the decrease is likely due to simply lower recoveries of deferral and variance accounts.  So this is not fixed-asset depreciation, this is just amortization of regulatory balances and goes up and down without recovery through-riders.

MR. SHEPHERD:  Are you able to break those two figures out, the 224 and the 214, between actual depreciation, like depreciation of PP&E, and amortization of regulatory assets?  It's not in your financial disclosures here anywhere, but I'm sure you have those numbers.

MR. KOGAN:  We certainly have the numbers, and it could be done.  I'm just trying to understand what it's clarifying in terms of the context of this application.

MR. SHEPHERD:  Well, so you're -- let me go on to the next question, then I'll circle back to it.

As Mr. Mauti has just said a few minutes ago, the interest costs associated with the hydroelectric rate base will also be going down, right?

MR. KOGAN:  I don't want to speak for Mr. Mauti.  I think what we said was that to the extent we were able to issue debt that brings down the overall corporate weighted average down that is attributable to the regulated business, then the actual deemed interest cost will decrease, and that's a correct statement.

MR. SHEPHERD:  So -- and then the other thing is your taxes also are going down, because there are new tax rules in effect that allow you to accelerate some of your CCA.


MR. KOGAN:  We record the impact of the enhanced CCA rules -- I think you're referring to the accelerated investment property -- in the appropriate variance accounts, either the CRVA or the income and other taxes variance account, and that includes the hydroelectric business, so therefore those impacts would not benefit, so to speak, our bottom-line tax expense.

MR. SHEPHERD:  Oh, okay.  Am I right that we can expect that 2021 numbers, in terms of earnings before interest and income taxes and earnings after interest, will also be relatively better than these ones, assuming similar generation?

MR. SMITH:  Mr. Shepherd, can you help me with the relevance of this to this application?

MR. SHEPHERD:  Yes.  There is a disputed issue, and the issue is whether the Board continues to have jurisdiction to determine whether the hydroelectric payment amounts currently in place should remain in place for December 31st, 2021.  And so I'm asking questions about the decline in costs at OPG for its hydroelectric business.

MR. SMITH:  We're not going to answer those questions.  I don't agree that -- I don't agree with the position that that is a relevant line of inquiry, having regard to the regulation.

MR. SHEPHERD:  Okay.  I'll take that as a refusal.

I wonder if we can go to page 68.  So I actually missed this when I read the application, and I know it's in there somewhere but I just missed it.

Your exemption for the use of US GAAP expires at the end of 2023, right?

MR. KOGAN:  The current exemption expires, as is written on the displayed page at the earlier of the three bullets, January 1, '24, financial year that OPG ceases direct activities subject to regulation and the effective date prescribed by IASB for any mandatory standard IFRS for rate-regulated businesses.

MR. SHEPHERD:  So basically, if the International Accounting Standards Board decides it's time for rate-regulated entities to comply with IFRS, then you don't have an exemption anymore, right?

MR. KOGAN:  This exemption would expire.  I think we cannot conclude what will be the path forward if there would be a -- could be another exemption that we may request or that we may be granted.

MR. SHEPHERD:  So here's what I'm -- the reason why I'm asking this is that I didn't see in the application -- maybe it's there -- I didn't see any flowthrough from OPG as to what would happen if you cease to be able to use US GAAP during the IRM period.  You don't have a proposal on the record about that, do you?

MR. KOGAN:  We do not have a proposal on the record.  At this point we don't know what will happen with respect to either this exemption or any standard that IASB may issue that could trigger an impact on this exemption.

MR. SHEPHERD:  All right.  Can you please undertake to provide OPG's position on what should happen if you lose the exemption during the IRM period, if you cease to be allowed to use US GAAP for one of these reasons.  And I'm just saying I understand that your answer may be we don't know yet, but I would like if you can to put in writing what you think should happen at that time and how the Board should deal with it today; maybe a deferral account, whatever.  I don't know.  Can you do that?

MR. KOGAN:  I think we can articulate something that will be helpful.  One additional piece of context that I think is just -- which we'll also articulate, but I think that is important to understand, is we are also required to use US GAAP under a specific Ontario regulation.  That is set out in our evidence at A2, tab 1, schedule 1, page 1, that it's Ontario Regulation 395/11 under the Financial Administration Act that requires it, and there are some interdependencies between the various requirements under that regulation and the Securities Act, that probably is going to introduce additional uncertainty in terms of what the world could look like should this exemption expire .

MR. SHEPHERD:  I'm aware of that, and please include that in the undertaking response, if you think that that trumps any other implications.

I'm trying to get -- we're going to ask the Board to look at how to deal with this, or set in place some provisions to make sure it doesn't hurt anybody.  So the more information you can give us on what should happen, the better.

MR. KOGAN:  I understand.

MR. MILLAR:  That's JT2.38.  
UNDERTAKING NO. JT2.38:  TO PROVIDE OPG'S POSITION ON WHAT SHOULD HAPPEN IF IT CEASES TO BE ALLOWED TO USE US GAAP DURING THE IRM PERIOD 

MR. SHEPHERD:  Thank you.  The next question I have is on page 106.  I hope you appreciate that I have all these markers here and I'm skipping them, all over.

And in 106, this is your statements of income, so we're out of the MD&A and into the financial statements.  And you'll see that the net interest expense goes from 64 million to 307 million.  And if you go to note -- I don't have the note number, but on page 142, you'll see a breakdown of that and it appears that your actual interest costs go up from 2019 to 2020, I guess because you're adding more capital, right?  You're borrowing more?

MR.KOGAN:  Yes, the interest is going up because the volume of debt has gone up.

MR. SHEPHERD:  But you're capitalizing an additional hundred million dollars, right, $109 million?

MR. KOGAN:  We are capitalizing $109 million less in 2020.

MR. SHEPHERD:  Sorry, less.  All right.  And so how much is actually included in the current payment amounts for that?  What I'm looking for -- maybe I'm just barking up the wrong tree, but it appears to me that if you had that big a swing as a result of capitalization, then it may be that you have interest cost in rates that is actually being capitalized and we're going to end up paying for it in rate base, too.

I want to know how we can find out whether that -- whether the interest cost you're collecting in rates is potentially going to be double-counted because of capitalization.  Is there anything you can provide me?

MR. KOGAN:  I think we have to get on the same page first, so I think we're not even in the same book.  The increase in the capitalized interest you see here, the large decrease, is primarily due to the fact that we returned to service Darlington Unit 2.  So there was a large amount that was placed in-service, so there's a lot less interest that is being capitalized.

MR. SHEPHERD:  Sorry, can I stop you there, Alex?  So what happened was all that interest you were capitalizing during the refurbishment of Unit 2, that's now in rate base for Unit 2, right?

MR. KOGAN:  It is on rate base as part of the capital return to service of Unit 2, yes.  

MR. SHEPHERD:  Go on, sorry.


MR. KOGAN:  I was going to stop there and maybe that was my word on the page, and so maybe you can try again what you're looking for there.

MR. SHEPHERD:  If you had large variations in how much interest expense you capitalize, that raises the question whether the amount of interest expense that is in the existing payment amounts, which are cost-of-service based, is collecting in rates interest costs as if they were current, whereas in fact those interest costs are being capitalized, at least in part.

And if you were capitalizing the same amount roughly every year --a lot of utilities do that; they have roughly the same amount of capitalized interest every year, so it doesn't matter.  But this shows a very big swing, and if that continues to be the case if you're doing big projects, then I would be concerned that we end up double-counting.

MR. KOGAN:  Let me try this and see if this helps.  So the amount of deemed interest expense that is in rates is a function of in-service capital, which is how the -- which is rate base.

So whether I am in actuality capitalizing more or less interest, in some ways I wouldn't expect to have an effect on the deemed interest related to in-service assets.

So I think the two constructs where you're worrying about double-counting just don't work that way.

MR. SHEPHERD:  You took Unit 2 out of service and that meant your rate base went down, right?  During refurbishment, you took that out of rate base, right?

MR. KOGAN:  No, there was nothing removed out of rate base while Unit 2 was out of service.  We added to rate base the capital for refurbishment once the unit was completed, and that's what happened last year.

MR. SHEPHERD:  When you took it out of service in 2017 or whatever, didn't you remove from your rate base the relevant rate base still associated with Unit 2?

MR. KOGAN:  I don't believe there were any rate base removals at that time, and there were no corresponding asset removals for that.

MR. SHEPHERD:  I don't understand why that would be.  Was Unit 2 fully depreciated?  I wouldn't have thought so.  I would have thought there would still be something in rate base.

MR. KOGAN:  I would expect there would be some assets attributed to Unit 2 that would not be fully depreciated.  I'm not sure that means that they ceased to be used and useful.

MR. SHEPHERD:  How can they be used and useful if the unit is out of service?  It's a generating facility.


MR. SMITH:  Are you asking for an argument, Mr. Shepherd, or are you just asking the question were they in rate base or not, which I think is a factual question.

MR. SHEPHERD:  I'm trying to understand the reason why Unit 2 remained in rate base when it's not in-service.  There may be a good reason and if you want, you can do this by way of undertaking.  I don't mind that.

But you see where I'm going.  I'm trying to understand whether there is some double-counting here, and if it wasn't taken out of rate base, I agree with you, you don't have a problem.  But then we have another problem which is why was it still in rate base.

Can you undertake to respond to that maybe in writing?

MR. KOGAN:  Yes, we will undertake to respond to that in writing.

MR. SHEPHERD:  Thank you so much.

MR. MILLAR:  It's JT 2.39.  Mr. Shepherd we'll look to finish around 5 today, so if you can look to finish in 10 minutes or so. 
UNDERTAKING NO. JT 2.39:  TO CLARIFY WHETHER UNIT 2 WAS FULLY DEPRECIATED AND/OR STILL IN RATE BASE WHILE IT WAS NOT IN SERVICE


MR. SHEPHERD:  I'm right on schedule for that.  My next question is on page 132, and there are three of these DVAs I want to ask about.

The first is surplus baseload generation and if I understand this correctly, it says that we the customers owe you, OPG, $481 million for SBG as of the end of 2020, right?

MR. KOGAN:  That is the balance in that account that would be recoverable, subject to the Board approving so, yes.

MR. SHEPHERD:  And there is in fact -- some of that you already have approval for clearing.

MR. KOGAN:  That's correct.  We talked to Mr. Elson earlier about that.

MR. SHEPHERD:  The next one I want to ask you about is the hydroelectric water condition variance account, 240 million, and that's 240 million that OPG owes us, owes the customers, right?

MR. KOGAN:  That's an account in the credit position subject to Board approval, yes.

MR. SHEPHERD:  And the reason for that is because your water conditions have been better than your forecast over the last two years and as a result, you were able to get more generation than planned, right?

MR. KOGAN:  Yes, without getting into specific years, overall that's correct.

MR. SHEPHERD:  Okay.  And then the last one I want to ask is about the capacity refurbishment variance account, which says you owe us $161 million, but that sort of -- that account is not really single account, as we see from your DVA evidence.  There's actually a whole bunch of different things in there, right, that offset each other.

MR. KOGAN:  I apologize, Mr. Shepherd, can we go back for one moment to THE previous question?

MR. SHEPHERD:  Water conditions?  Okay.

MR. KOGAN:  Yes.  I think I just want to be clear on the terminology that whether we actually generated that I think isn't something that I'd want to use that wording.  I think it's a modelled calculation of what effectively we would have forecasted this generation to be when the rates were set, because we do hold a lot of other variables -- yeah, the variables constant.  We try to isolate the impact of the water conditions, and so it's sort of a calculated theoretical impact.  I want that to be clear.

MR. SHEPHERD:  You do a calculation of the hydrology in the last rate case, so we assumed hydrology in the last rate case against the actual hydrology as it arose each year, right?

MR. KOGAN:  That's the intent, other variables where possible held constant.

MR. SHEPHERD:  Awesome.  Thank you.  So back to the CRVA.  The CRVA is not actually an amount that OPG owes the customers, in the simple terms, because there's a whole bunch of amounts in there.  Some of them are amounts, big amounts, that we owe you and some are big amounts you owe us; is that right?  And that's all laid out in your DVA evidence.

MR. KOGAN:  There's a mixture of debit and credit amounts related to specific items.  I don't know if I would classify them as big or small, but they're there.

MR. SHEPHERD:  The point I'm making is that it's quite different from some of the other DVA accounts, because it has a bunch of credits and debits.  Depending on the given project it's all lumped together but in this line.  But it's not actually lumped together in the regulatory world, right?

MR. KOGAN:  We don't technically have sub-accounts, if that's your question, but we have historically presented various buckets of impacts separately in some logical way, and/or depending on how we propose to clear them in some logical buckets, and that's the case in this proceeding as well.

MR. SHEPHERD:  Awesome.  I want to ask just one more question today, and then the rest of them I'll leave for tomorrow.  And that is on A2-02-AMPCO-007.

MR. KOGAN:  I'm sorry, I didn't catch what you were saying on the number again.

MR. SHEPHERD:  A2-02-AMPCO-007.  And so I just want to -- I mean, you've refused to answer this, and I'm not going to fight about the refusal.  There's a time and place for that.  But I just want to ask, am I right that you had a business plan for 2020 to 2026, and then as part of the process of doing this application you amended the business plan and built the application on top of that amended business plan?  Am I right?

MR. KOGAN:  I wouldn't characterize it that way.  I think our evidence speaks to the fact that we had a business plan for 2020-2026 that was then amended as driven by the emergence of COVID.

MR. SHEPHERD:  So that was not related to the fact that you were filing this application?  The amendments were not related to the filing of this application?

MR. KOGAN:  The origin of the amendments was COVID, not specifically this application, but by implication there is an impact on the application because we want the application to be based on our most up-to-date business plan.

MR. SHEPHERD:  I understand.  What I'm concerned with is two things.  I'm concerned with, first, if you change your business plan from what you were actually operating under to something else because you're going to make it public and go before the OEB, the OEB might be concerned about that.  So that's one thing.  And that's what it appears you're doing there.  That's why I ask the question.  

And the second thing is if you change your business plan to reflect COVID, the Board might well be concerned about what your business plan would be in a steady state, in the normal course without the COVID impacts.  So it's one or the other of those is true or maybe both of them are true.  Are both of them true?

MR. KOGAN:  Yeah, so absolutely, Mr. Shepherd, I think it's important to underscore that we didn't produce a business plan that is different from what we're actually operating under so that we could use it as an underpinning for the application only.  That is absolutely not the case.  I can --


MR. SHEPHERD:  That's what I was trying to get you to say on the record.  Okay.  So the only changes you made were COVID changes?

MR. KOGAN:  I think that as part of the business plan we also reflected the fact that we were effectively one year later in the cycle, so this, what we call amended '20 to '26 business plan effectively comprises a restated 2020 budget for the impact of COVID, and this is all laid out in our evidence at A2-02-01, and that it has a '21 to '26 business planning period that was constructed during 2020 as part of the 2020 business planning cycle, whereas the original '20 to '26 business plan was constructed in 2019.  So there are other natural things that have changed as part of any normal business planning cycle because you're a year later.  So --


MR. SHEPHERD:  Sorry, you just had some better information?

MR. KOGAN:  Yes, as we do every time we're constructing a business plan on an annual basis.

MR. SHEPHERD:  Okay.  So I'm going to ask you again, can you provide the original business plan?

MR. SMITH:  No, we're not going to do that.

MR. SHEPHERD:  Thank you.  And that's me for today.  I should tell you that I have about another 90 minutes tomorrow morning, but I do not expect to take all of it.

MR. MILLAR:  Okay.  Thank you, Mr. Shepherd.  Thank you, everyone.  It's the end of a long day.  So Mr. Smith, is there anything we need to go over before we call it a day?

MR. SMITH:  No, I don't think so.  We'll see you folks tomorrow at 9:30.

MR. MILLAR:  Okay.  Sounds good.  See you all then.
--- Whereupon the conference adjourned at 4:59 p.m.
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