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Friday, May 7, 2021
--- On commencing at 9:31 a.m.

MR. MILLAR:  Good morning, everyone.  Welcome to day 3 of the OPG technical conference.  We're continuing our questioning of panel 3.  I understand there are no preliminary matters, so let's move straight to Mr. Shepherd.
ONTARIO POWER GENERATION - PANEL 3, resumed
Lindsey Arseneau-MacKinnon,
Cynthia Domjancic,
Alex Kogan,
Brenda MacDonald,
John Mauti,
Anthony Melaragno,
Vlad Urokov,
Heather Young.
Examination by Mr. Shepherd (Cont'D):

MR. SHEPHERD:  Thank you.  So my first question is on C2-01-SEC-47.  And this is about the cost of -- the amounts that OPG pays for the Bruce facilities.  And the question was actually simpler than I understood it.  We understand that the rules associated with the Bruce are not within your control.  The question is, are there things you can do either operationally or internally to minimize the cost of Bruce to OPG?  If the answer is no, that's good, but this answer appears to say, no, we don't set the rules.  I understand you don't set the rules.  Within the rules are there things you can do?

MR. MAUTI:  I think at the very end of that response where it gets into how it is that we look at managing nuclear liabilities in terms of whether it's Bruce or prescribed, where I was trying to look to ways to ensure that we can discharge our obligations in the most efficient way possible, so that's the way we would go about approaching it, where liabilities, regardless of Bruce, versus the prescribed facilities, that would be our approach to try to manage those costs.

MR. SHEPHERD:  So basically whatever you're doing to manage your own costs, whether it's liabilities or anything else, but let's say liabilities, which is the biggest cost, obviously, whatever you do to manage your own costs would also, to the extent that it relates to Bruce or to the extent that it carries over, you would do the same things to manage those costs?

MR. MAUTI:  Yes, I would suggest that we don't do anything specific for Bruce versus prescribed when it comes to the costs, and again, as you mentioned, the majority of the costs related to the Bruce are tied to nuclear liabilities, and so there is a distinct set of options looking at the Bruce versus prescribed in that case.

MR. SHEPHERD:  All right.  Second -- my next question is A2-02-SEC-13, and this relates to net income for the regulated businesses.

MR. KOGAN:  We can wait for that to be pulled up, but I do recall the response, Mr. Shepherd.

MR. SHEPHERD:  All right.  So you said you don't track a report net income separately for the regulated facilities, but your financial statements do segregate it between regulated hydroelectric and regulated nuclear, so I'm not sure I understand the answer.

MR. KOGAN:  The financial statements segregate these amounts at the segmented level at the earnings before interest tax line, not at the net income.

MR. SHEPHERD:  Okay.  So can you give us -- can you answer the question on the basis of -- the only -- sorry, before interest and tax or before -- are we talking about EBITDA, or are we talking about earnings before EBIT?

MR. KOGAN:  It's EBIT, so it's the latter, sir.

MR. SHEPHERD:  Okay.  So can you answer this question giving us EBIT?  Do you have a forecast like that or can you produce one?

MR. KOGAN:  The information is available within our business plan.  This would be on an accounting basis, not on a regulated basis, and again, I'm sort of wondering from a hydroelectric perspective how this applies.

MR. SMITH:  We're not going to provide it in relation to the regulated hydroelectric facilities.

MR. SHEPHERD:  Is this in the business plan?  This information?  I didn't find it --


MR. KOGAN:  This information is not in the business plan document, no, it is not.

MR. SHEPHERD:  But you have it?

MR. KOGAN:  Within the models that underlie our business plan we are able to estimate this information; that's correct.

MR. SHEPHERD:  But you're refusing to provide it?

MR. SMITH:  We're refusing to provide it in relation to the regulated hydro facilities, yes.

MR. SHEPHERD:  Awesome.  Thank you.  Now, I have a number -- I think basically all the rest of my questions, I'm not sure, but many of the rest of my questions relate to cost of capital, and these responses are mostly prepared by Concentric.  I don't understand why Concentric was not
-- why you don't have a Concentric witness at this technical conference.  But what I'm going to do is I'm going to ask the questions, and if you can answer them you can answer them.  If you can't answer them then you'll undertake them, I guess.  Okay?

The first one is C1-01-SEC-20.  And the thing I don't understand is, it's true, isn't it, that once you've completed the Unit 2 of the Darlington refurbishment plan, the -- or project, rather, your risk goes down because you know a lot more, right?  Just operationally you're in a better position after you complete the first unit; is that right?

MR. KOGAN:  I think I'll answer on behalf of the panel that certainly there would be an element of increased learning and opportunities to apply some of that learning to future units.  I'm sure our Darlington refurbishment evidence speaks to those opportunities.

MR. SHEPHERD:  Okay.  Then my next question relates to SEC 21, which is the next one.  And this -- we asked about the -- your expert says that the OEB's formula produces an unintuitive result.  I'm being charitable.  I don't think that's what it says, but that's what they say they say.  And I guess my question is, is OPG requesting a change in the formula for ROE in this proceeding?

MR. KOGAN:  I'll direct that to Ms. Arseneau.

MS. ARSENEAU-MACKINNON:  No, OPG is not.

MR. SHEPHERD:  And so can you tell me why the OEB ROE formula is relevant to equity thickness?

MR. SMITH:  Mr. Shepherd, we should direct that question to Concentric.

MR. SHEPHERD:  Okay.  So can you take an undertaking to respond to that, please?

MR. SMITH:  We will do that.

MR. SHEPHERD:  Thank you.  And --


MR. MILLAR:  Sorry, Jay, just, I need to mark that.  JT3.1.
UNDERTAKING NO. JT3.1:  TO ADVISE WHY THE OEB ROE FORMULA IS RELEVANT TO EQUITY THICKNESS.

MR. SHEPHERD:  The next one is SEC 23, also C1-01, of course.  These are all C1-01, I think.  Yes.  And this -- I looked at the response, which suggests that Standard & Poor's thinks that the differences in regulatory risk in Canada and the U.S. are minimal.  And I looked at the table on page 2 of the attachment, and it looks like with only two exceptions all of the Canadian jurisdictions are in the most credit supportive, and on balance, the U.S. is much lower.  And I guess I would have thought the conclusion from Standard & Poor's is in fact that there is a significant difference in investor perception of regulatory support between Canada and the United States.

Am I missing something?  Is there something more I should understand about this?

MR. KOGAN:  That would be a question for Concentric.

MR. SHEPHERD:  Okay.

MR. MILLAR:  JT3.2.  What is the undertaking, Mr. Shepherd?

MR. SHEPHERD:  The undertaking is to explain how the Standard & Poor's report, and particularly the table on page 2, demonstrates that investors consider differences in regulatory risk between Canada and the U.S. as minimal.

MR. MILLAR:  Thank you.
UNDERTAKING NO. JT3.2:  TO EXPLAIN HOW THE STANDARD & POOR'S REPORT, AND PARTICULARLY THE TABLE ON PAGE 2, DEMONSTRATES THAT INVESTORS CONSIDER DIFFERENCES IN REGULATORY RISK BETWEEN CANADA AND THE U.S. AS MINIMAL.

MR. SHEPHERD:  It appears to show the opposite.  My next one is in SEC 24 and -- actually, I'll skip that one.  That will be for cross-examination.  I want to go to SEC 25.


MR. SMITH:  Mr. Shepherd, can I get a more comprehensive list of the questions you intend to ask at cross-examination?

MR. SHEPHERD:  In due course, Crawford.  SEC 25 refers to the decision of the Board in EB-2016-0152.  And it appears that what Concentric is saying in this response is that they want the Board to change its conclusion that the more important impact of balance between nuclear and hydroelectric is megawatt-hours, not rate base.  And this appears to say that Concentric is asking the Board to change its conclusion.

So the question is, is that correct?  Is that understanding of what they're saying correct?

MR. SMITH:  Mr. Shepherd, why don't we look down and see whether we need to put this to Concentric or not.

MR. SHEPHERD:  Sorry?

MR. SMITH:  I'm trying to recall the interrogatory response and whether we need to give an undertaking, or if it's reflected in the answer already.

MR. KOGAN:  I think I can maybe give it a try and then see if that helps.  My read of this response is that -- and I'm paraphrasing it -- is that while it remains Concentric's view, as I understand it, that the increase in nuclear rate base alone is supportive of a need for an increased equity for OPG, they also identify additional factors as they say relate to the implications of the relative contributions of the nuclear and hydroelectric businesses and should be considered.

So I don't think it's -- it's a binary answer to your question, Mr. Shepherd.  So does that help?

MR. SHEPHERD:  So let me rephrase the question, then, and I don't need an undertaking for this, then.  Is OPG asking the Board to change its determination in EB-2016-0152 that it is the volumes from nuclear, as opposed to the rate base, that affects business risk?

MR. SMITH:  Mr. Shepherd, I'll answer that.  It's not a question of asking the Board to change its decision.  This is a separate proceeding in which the Board will have to reach a conclusion on the appropriate equity thickness for OPG.

OPG is obviously aware of the Board's comments in the previous proceeding.  It's also aware, as this answer highlights, the Board's comments in EB-2013-0231, which themselves appear to be at odds with the comment in the last case.

MR. SHEPHERD:  Okay.  I can skip 26.  So 27 -- and this is actually probably not a question for Concentric, even though they responded to the question.

I take it from this answer that OPG is not claiming that the statement quoted in the Concentric report, without attribution from a particular analyst, is not evidence and OPG is not relying on that as evidence in this proceeding. Am I right on that?

MR. SMITH:  Sorry, I'm not sure I understood the question, Mr. Shepherd.  Can you give it to me again?

MR. SHEPHERD:  Sure.  Concentric has quoted an unnamed analyst as saying that equity thickness and ROE in Ontario are inferior to many other jurisdictions, especially those in the U.S., and goes on, blah, blah, blah, and refuses to say who said that because the interviews were done confidentially.

I understand why they're saying that, but that then means that this can't be evidence.  And I'm asking you to confirm that in fact you are not relying on this statement as evidence in this proceeding.

MR. SMITH:  I don't agree with the proposition that you've articulated that it can't be evidence because the analyst's name has not been identified.  Of course we rely on the Concentric report and the comments in the answers to the interrogatory.

MR. SHEPHERD:  So you're saying that unattributed hearsay is allowed?

MR. SMITH:  Mr. Shepherd, what I am saying is in answer to your question that we are relying on this and if you want to make arguments about that later, then you'll make arguments about that.

But to the question of whether or not we rely on it, we do, and obviously the Statutory Powers Procedure Act allows us to do that as well.

MR. SHEPHERD:  Okay.  My next question is on SEC 31.  And if you go to page 2 of that, there are Moody's list --and this is Concentric's description -- Moody's list four reasons why there might be a downgrade of OPG.  You see them there, numbered one through four.

I just want to ask you with respect to each of those, on the first one, challenges or delays executing the Darlington nuclear refurbishment, I take it you'll agree that having finished Unit 2, your risk of having any material challenges or delays in executing the Darlington nuclear refurbishment has gone down.  That risk has gone down, is that fair?

MR. MAUTI:  I wouldn't characterize it that way.  The completion of Unit 2 does provide operating experience and a lot of the scope of work that's going to be done, but there are significant other challenges and I believe the interrogatories explain this.

For example, there's a new scope that it's going to be done on the remaining units, a significant scope in the turbine side of the business which have not been done previously and was not done in Unit 2.

There are overlapping outages that are being done, as opposed to sequentially just running each refurbishment until its completion before we start the next.  There's going to be the fact that Bruce Power is doing refurbishments concurrently at the same time as OPG.

These are all factors that I think increase the risk profile that was not there for Unit 2.  So I would not characterize the risk as necessarily being as perhaps diminished as you're suggesting.

MR. SHEPHERD:  Okay.  Let me just ask you about that, because didn't all those risks you've just talked about, didn't they all exist at the beginning of the project as well?

You knew that those risks were going to happen, so they all were there.  But Unit 2 risk was also there, right?

MR. MAUTI:  The way you phrase your question suggests that because we were successful on Unit 2, that then the level of risk within the project as you're executing subsequent units is somehow markedly different than.  Yes, it's a different part of the project, and you're out because you have been successful at Unit 2, but I don't think that by any mean diminishes the remaining risk as you're executing the final three units.

MR. SHEPHERD:  Fair enough.  You still have risk in the final three units, but you've now reduced your overall risk because you've finished one unit, right?

MR. KOGAN:  Mr. Shepherd, one of the considerations that I would want Concentric to comment around this matter is the time horizon over which the relative risks are viewed, proceeding or not proceeding, for example that the previous IR term only covered the period primarily with Unit 2 out, whereas now we're entering a latter part of the project and a different period is covered by this upcoming IR term.

MR. SHEPHERD:  Okay.  The second item here is weakening of the business risk profile by, for example, further growing the merchant segment.  So the merchant segment is your non-regulated business, right?

MR. MAUTI:  Yes, right now it's spread primarily on the unregulated side.

MR. SHEPHERD:  And when you do that -- and you're still doing that, right?  I mean, I'm not asking you to disclose anything, but it's clear that you're planning to expand your footprint in unregulated activities, right?

MR. MAUTI:  As we are moving forward some of these areas, I think it's important to also look at the relative weighting of how significant the regulated side of the business is in terms of things that Moody's are looking at, so the continued expenditures on the Darlington refurbishment, the work that's being done on the hydroelectric side of the business in relation to how large the unregulated side of the business may be.  We still view the regulated side of the business as having obviously the predominant impact on the risk and the overall impact on OPG.

MR. SHEPHERD:  Agreed, agreed, and -- but I guess the point on this is that if you expand your activities on the merchant side, the unregulated side, that doesn't change your risk profile for the regulated side, right?

MR. MAUTI:  As I mentioned, though, the level of risk on what is happening on the regulated side, you know, we've talked about refurbishment, but it's also the shutdown of the Pickering plant in this coming IR term, in terms of trying to assess the importance on business risk of the impacts in the ensuing five years that this application covers.  Expanding upon the unregulated side has its impacts; continuing to expand and grow on the regulated side also has its impacts.

MR. SHEPHERD:  My point is that expanding unregulated doesn't impact regulated.  They each have risk elements associated with them, but there's not cross-fertilization of risk.


MR. KOGAN:  Maybe I could jump in.  I think it's correct to say that our assessment of the regulated business risk -- I should say Concentric's assessment of regulated business risk is focused solely on the regulated activities and not the unregulated business.

MR. SHEPHERD:  Excellent.  The next one is reduction in the probability of support from the province.  And I read your business plan.  I didn't see any indication in there.  And I've looked at a lot of the background documents.  And I take it it's correct to say that OP doesn't expect a reduction in support from the province during the next five years?  The risk of that if there is any is not different from what it was before?  Is that fair?

MR. MAUTI:  Yes, that is correct.

MR. SHEPHERD:  Okay.  And then the last one is deterioration in financial metrics such as cash from operations before working capital relative to debt is forecast to fall below 12 percent on a sustained basis.

And again, looking at your business plan and looking at this application, it doesn't appear to me that you see a significant risk in that; is that fair?

MR. MAUTI:  I think Moody's -- and in fact any credit rating agency, S&P or DBRS -- have their own evaluation measures and metrics and thresholds to determine when cash flow is at a level that would at least put it on a heightened risk of a watch or a downgrade.  The measures, whether from Moody's or from S&P, do tend to get to a level that starts to encroach upon those limits, and I believe that's the intent of Moody in their evaluation of OPG, is just reiterating this basis.

And again, our business plan, which, you know, depends on obviously the cash flow coming in not just from operations but also from our smoothing evidence, and proposals would determine how close to that threshold we would come.  So I would suggest that we are bordering on the lower end of that threshold, and it is obviously something that we were concerned about and we monitor on a regular basis.

MR. SHEPHERD:  I'm sorry, I guess I -- you've thrown me a little bit of a curve there, Mr. Mauti, because this says that their threshold is 12 percent, and my understanding of your forecast is that you don't expect to go below 14 percent.  Am I right, or have I got that wrong?

MR. KOGAN:  Is this a matter that requires a confidential discussion?

MR. SHEPHERD:  I'm only asking you to talk about what is on the -- what is on the public record.  If there's information that is not on the public record that -- then I haven't seen it, anyway.  I'm asking you, is your public information -- does it suggest that you will go below 14 percent?

MR. KOGAN:  May we caucus, please?

MR. SMITH:  Lillian, can you arrange that, please?

MS. ING:  Yeah, it's open.

MR. SMITH:  Sorry, can you include me?

[Witness panel confers.]

MR. MAUTI:  Hello, Mr. Shepherd.  We had a look at what is actually on the public record to be able to answer your question, and what I will point you to is in our rates smoothing evidence at reference section I1-3-2 in chart 3, where we evaluate our various proposals for our smoothing evidence.  Our recommended proposal actually does get to a low of a cash flow from operations that is used by Moody's at 12 percent in at least one of the years in the test period.

So what I can confirm to you are things that are on the public record.  I can point you to that as an indication of what our forecast would be.

MR. SHEPHERD:  So you're not anticipating that you will go below 12 percent on the same basis, but you are anticipating that you'll get close to it at one time?

MR. MAUTI:  At least in one of the years within the IR term, we get right down to that.  And that's part of the rationale and the criteria we're looking at as part of our smoothing evidence, just to insure we continue to keep an eye on those measures and metrics.

And of course, this is all based on being able to achieve everything in our forecast the way it has been laid out.  So obviously, as time progresses, we'll see whether we can achieve those.

But even with the smoothing evidence we've proposed, we do get right down to that threshold.

MR. SHEPHERD:  Okay, thank you; that's very helpful.  My next question is on SEC 32, the next one, and there's a table here of the rate base for regulated hydroelectric.  And that doesn't appear to match the information in the financial statements, and I think it might be because of rounding.  These are -- they're scales, and they appear to not match.  And indeed, they appear to not match with dates, too, by the way.

I think it might be just a rounding issue, so I wonder if you can provide these tables to three decimal points instead of one, that is to millions instead of hundreds of millions.  I think that may resolve the issue.

MR. KOGAN:  Mr. Shepherd, what are you trying to match?  This is a '22 onward view; we only have financial statements up to 2020.

MR. SHEPHERD:  No, understood, except we know what your depreciation and gross plant are from the financials.  So if you have numbers that are quite different here -- for example, the financials show that you have, leaving aside amortization of DBAs, you have $200 million or so of depreciation each year, but [audio dropout] has point one in a number of years.  And the total is well below a billion, which it would be for five years.

Similarly, the tables don't match between them, so accumulated depreciation is different from 1, 2, 3, and gross plant is different between tables 1 and 2.

All I'm suggesting is that if you can give us three decimal points, which I'm sure you have, that would solve the problem, I think.  Can you do that?

MR. KOGAN:  I'm pausing because I'm going back to the origin of the -- of our response to this interrogatory being that the numbers appeared in the Concentric report.  Perhaps if someone like Ms. Arseneau has a better memory of what page it is, that can help me locate it more cleanly to see if that information was presented to multiple decimal points or not, because really that was the genesis for providing this information, is in support to those numbers.

MR. SHEPHERD:  If you have the information, why don't you provide us with the tables with the -- with three decimal points?

MS. KERR:  I'm able to locate the information.  It was only provided to one decimal point in the Concentric report.

MS. ARSENEAU-MACKINNON:  I can confirm that on page 58 of the Concentric report -- I don't believe we need to pull it up -- it is provided in billions to one decimal point.

MR. SHEPHERD:  So can you provide this to three decimal points?  You have the information, right?  It's not difficult to do.

MR. SMITH:  Right, Mr. Shepherd, but why, if the exercise was to try and compare it to the Concentric report?

MR. SHEPHERD:  I wasn't comparing it to the Concentric report.  I was comparing it to the financials and to the tables between each other.  They don't match each other.

Anyway, I'm asking for three decimal points.  You can provide it or you can refuse.  It seems pretty straightforward to me.

MR. KOGAN:  Mr. Shepherd, can I check something at the break?  I understand what you're asking.

MR. SMITH:  Of course he can check something at the break.  We'll take it as a refusal for now, and if our position changes as a result of whatever you're going to check, we'll let Mr. Shepherd know and we'll give an undertaking.

MR. SHEPHERD:  I won't be on the call after the break.

MR. SMITH:  That's fine.  We understand the request.

MR. SHEPHERD:  I do not understand your refusal.  You haven't given us a reason.  You just decided you don't want to give the information --


MR. SMITH:  Mr. Kogan, is going to check something and will provide our position.

MR. SHEPHERD:  The next questions are around SEC 33, and I have two questions about this.  First, it's -- you're currently not expecting to miss your targets in your business plan, right?

MR. MAUTI:  No, that was not the intent.

MR. SHEPHERD:  Because it appears that Concentric is saying that, well, yeah, you've got targets in your business plan, but, you know, you can't set cost of capital on that basis.  I don't understand that, because you're expecting that the refurbishment of Darlington will improve your repair and [audio dropout] cost -- your [audio dropout] rate base, right?

MR. KOGAN:  I think this response speaks to the risks that are associated with meeting some of the targets that we have set out.  I don't see it personally as inconsistent to set a target and then to identify that there are risks in reaching those targets.

MR. SHEPHERD:  Sorry, this says that you're -- Concentric's conclusion is that you're going to have an increased effect of ageing of your nuclear states.  Your business plan says the opposite.  It says we're refurbishing these and as a result the effects of ageing are going to go down, not up.

MR. KOGAN:  I think we were referring to pre-refurbishment activities at Darlington specifically.

MR. SMITH:  Why are we -- sorry, why are we trying to interpret this, Mr. Shepherd?  If you want us to put the question directly to Concentric, we'll do that.

MR. SHEPHERD:  I'm not asking the question of Concentric.  You didn't bring Concentric witnesses.  I'm asking the question of -- I'm asking the question of OPG, because OPG can tell us whether they believe that their risks of ageing are increasing right now.

MR. MAUTI:  Mr. Shepherd, I think the way Mr. Kogan described it is accurate, that this is the risk before we get to refurbishment of the Darlington units, that they would have to be able to get to their dates where they are taken offline for refurbishment and then once the work is done for refurbishment and units are returned, then obviously that ageing risk is removed.  And similarly, as we get to the end of life for the Pickering stations, while we've said we believe to be, you know, aggressive yet achievable targets for things like forced losses and whatnot, there is an inherent risk as you're approaching the end of a CANDU unit's life, especially CANDU units that are somewhat unique from each other and unique from every other CANDU unit, that there inherently are going to be risks to be able to achieve those expected end-of-life dates.

I think that's all Concentric was talking about, and I don't think it's inconsistent with the targets that we set that we understand that there is a risk as you're approaching end of life and that we are, you know, putting processes in place and monitoring in place and maintenance plans in place to minimize those risks, but those risks do exist nonetheless.

MR. SHEPHERD:  Your risks associated with the ageing of Unit 2 have gone down because you fixed it, right?

MR. MAUTI:  Correct; but again, I'm not sure this is just a quantum of, well, Unit 2 has now been refurbished, so therefore your risk of ageing has diminished, because every other unit at Pickering and Darlington continues to age and has to achieve either its expected run life before each unit comes out for refurbishment, and in Pickering's case all six units have to be able to achieve their planned end of life without any other degradation.  And again, I repeat, of units that there is no, what I would call experience worldwide to say, well, every other unit of this type has been able to last this long with these kinds of conditions as they go through and approach end of life, so it's an untested water, so to speak, when we come to our nuclear units.  And I think that's all the risk that Concentric had identified here, is just trying to describe in more detail.

MR. SHEPHERD:  Unit 3 is the one that's out right now, right?

MR. MAUTI:  That is correct.  Unit 3 is currently under refurbishment.

MR. SHEPHERD:  So you don't have any risk associated with Unit 3, right?  You don't have any ageing risk with respect to Unit 3, because you're not using it right now.

MR. MAUTI:  Again, I would come back to, if we're trying to go through and measure relative risk of the units that have achieved their dates before refurbishment versus other units that are still in operation, the ageing risk still continues, and I would suggest it's more and more acute as they get older.  So I'm not sure where exactly you're trying to suggest -- really, it's just trying to state the inherent nature of trying to predict end of life for units to before they either go into refurbishment or before they're actually decommissioned as the risk was being identified.

MR. SHEPHERD:  Okay.  Let me -- I just have two more.  The next is SEC 41, and [audio dropout] the risk of recovering your DVAs, and I just have a simple question here.  Do you have any group 1 accounts?

MR. KOGAN:  That would be for Ms. Arseneau.

MS. ARSENEAU-MACKINNON:  I believe Concentric provided a clarification to this.  I can't recall the IR off the top of my head.  No, OPG does not have group 1 accounts in the strictest sense, but we do have accounts that they sort of -- are likened to group 1 accounts in terms of them being flowthrough to the passthrough type charges.

MR. SHEPHERD:  Okay.  All right.  And so my question
[audio dropout] Concentric [audio dropout] can please have them undertake to answer that, is they have concluded, I believe, from their report and from this answer, that group 2 accounts are inherently riskier than group 1 accounts; is that correct?

MS. ARSENEAU-MACKINNON:  That is my understanding of their assessment, yes.

MR. SHEPHERD:  I'm asking did they answer that.

MS. ARSENEAU-MACKINNON:  Okay.  Certainly, yeah.

MR. MILLAR:  So that is JT3.3.
UNDERTAKING NO. JT3.3:  TO HAVE CONCENTRIC ANSWER WHETHER THEY HAVE CONCLUDED FROM THEIR REPORT AND FROM THIS ANSWER THAT GROUP 2 ACCOUNTS ARE INHERENTLY RISKIER THAN GROUP 1 ACCOUNTS.

MR. SHEPHERD:  Thank you.  And then my last one is on SEC 45.  And I have a couple of questions about this.  I've tried to replicate your numbers and had considerable difficulty, but -- and I went to look at CCC 27 and had difficulty there as well.

But let me just ask two questions about this.  First, these calculations, they use a 25 percent tax rate, right?

MR. KOGAN:  Yes, they do.

MR. SHEPHERD:  Is your tax rate actually 25 percent or is it 26.5?

MR. KOGAN:  It is net 25 percent that is applicable to these facilities.

MR. SHEPHERD:  Excellent.  Thank you.  And then the second question is this impact calculation is only for hydroelectric, right?  It's -- or, sorry, only for nuclear, it's not for hydroelectric, right?  Because hydroelectric is frozen?

MR. KOGAN:  This calculation is only for nuclear, which is WHAT IS the subject of this application.

MR. SHEPHERD:  Okay.  You're actually asking for your equity thickness to change for the entity as a whole, right?  You're asking for a Board order that the equity thickness change from 45 to 50 for OPG regulated?  All regulated, not just nuclear, right?

MR. KOGAN:  I'll turn this over to Ms. Arseneau, or if there is a need to caucus I will let her decide.

MS. ARSENEAU-MACKINNON:  No, I don't think we need to caucus.  We do apply our capital structure and equity thickness on a company-wide basis, so, yes, we are asking for approval of a 50 percent equity thickness.  The only revenue-requirement impact is to the nuclear facilities for the '22 to '26 rate term.

MR. SHEPHERD:  Okay.  So basically for hydroelectric the impact, if any, is deferred until 2027, right?

MS. ARSENEAU-MACKINNON:  We don't know what the impact will be.  We don't have a proposal at this time for our equity thickness for a subsequent rate term.  We're asking for approval for this rate term.

MR. SHEPHERD:  Okay.  So then the effect of this is to do something that I thought BOTH OPG and the Board thought was not appropriate, and that was to have a different equity thickness for nuclear and hydroelectric.

MS. ARSENEAU-MACKINNON:  Like I said, we are asking for the equity thickness to apply to our regulated facilities.  There is just not necessarily a revenue requirement impact of that in our hydroelectric rates, given that the rates are presently frozen.

MR. SHEPHERD:  So is some part of your request for an increased equity thickness reflective of the fact that you're only setting payment amounts for nuclear in this proceeding and therefore, if the rates are higher and the equity thickness only applies to nuclear right now, therefore it makes to go 45 [audio dropout] is that sort of some of the logic, or am I missing something there?

MS. ARSENEAU-MACKINNON:  I think your question is is the fact that we are only rebasing our or setting rates presently for our nuclear facilities a driver of the 50 percent requested in equity thickness?

MR. SHEPHERD:  Yes.

MS. ARSENEAU-MACKINNON:  I would say no.

MR. SHEPHERD:  Should the Board be taking into account in determining equity thickness -- from OPG's point of view, should the Board be taking into account that it's only going to apply to nuclear in this five years?

MS. ARSENEAU-MACKINNON:  If I could confer for just a moment?

[Witness panel confer.]


MR. RUBENSTEIN:  Lillian, can you put Jay and myself in a breakout room, please, while they're in a breakout room?  Did you catch that, Lillian?

MR. SHEPHERD:  She may be occupied.


MR. MILLAR:  She may have stepped away, although she did put the other folks in one.  You should go on mute here, Jay.  There you go.

[Mr. Rubenstein and Mr. Shepherd confer.]


MS. ARSENEAU-MACKINNON:  Okay.  Mr. Shepherd, please let me know if this is not what you were getting at with your question.  But just to reconfirm, we are asking for an equity thickness that is reflective of the risk of our full suite of regulated facilities, so regulated hydroelectric and nuclear facilities.

MR. SHEPHERD:  So you're not -- you're not asking the Board to consider that the fact that you're only rebasing nuclear is a factor in what your equity thickness should be?

MS. ARSENEAU-MACKINNON:  I believe we do address this in an interrogatory response that certainly the fact that our hydroelectric rates are frozen are a factor over the period.  But I do believe Concentric acknowledges this was not a significant driver of their assessment of OPG's risk.

MR. SHEPHERD:  They said in fact it would have minimal impact, right?

MS. ARSENEAU-MACKINNON:  That's my recollection.

MR. SHEPHERD:  All right.  You are expecting that to the extent that equity thickness is relevant to hydroelectric in the next five years, the new equity thickness would apply, right?  So for example in the CRVA, it would apply, right?

MR. KOGAN:  I think I can answer that question is that no, we would continue to record in the CRVA on the same basis that the original would be frozen rates were set, so to continue to use the capital structure and the cost-of-capital parameters, I guess that now date back to EB-2013, which is what we have been doing to date.

MR. SHEPHERD:  You would use the higher interest rate and not the ROE from 2016 -- 2016?  2017, right?

MR. KOGAN:  EB-2013, sir.

MR. SHEPHERD:  Sorry, 2013?  Oh.  So you would use the higher ROE and the higher interest rate, but the lower equity thickness?

MR. KOGAN:  That's correct.

MR. SHEPHERD:  And the equity thickness in 2013 was 45?

MR. KOGAN:  That's correct.

MR. SHEPHERD:  Right?

MR. KOGAN:  That's correct.

MR. SHEPHERD:  Okay.  And what's the basis for using almost ten-year-old metrics to calculate the CRVA going forward?  Am I missing something in the accounting order, or whatever that says that?

MR. KOGAN:  I think the underlying theory is that these are the factors that were reflected in the rates and when they were last rebased on a cost basis.  I don't have the rest of the record on me, in terms of the discussion in EB-2016 regarding how the reference points were set for the hydro DVAs.  I would have to look at that.  I'm not sure if Ms. Arseneau has something that is handy, but that's all I can offer right now, sir.

MR. SHEPHERD:  There are other DVAs that have cost of capital and cost of debt, ROE and equity thickness are relevant, right?  So for example, the water conditions.  Doesn't that -- no, I guess that uses the payment amounts, right?

MR. KOGAN:  Water conditions is calculated at the delta in production at the approved payment amounts.

MR. SHEPHERD:  So the revenue requirement itself is not part of the calculation.  Are there other DVAs where the revenue requirement components are part of the calculation for hydroelectric?

MR. KOGAN:  When you say, sir, other -- sorry, other compared to which one?

MR. SHEPHERD:  Compared to the CRVA.  We just talked about the CRVA, right, which we know has revenue requirements built in.  But I'm just -- I'm mentally running through the other ones and asking myself, well, is it payment amounts that's the factor or is it revenue requirement, and I'm trying to -- I'm going to ask you to undertake to advise which DVAs will -- are you proposing to use the 2013 cost of capital and equity thickness figures in the upcoming IRM period.

MR. KOGAN:  For hydroelectric only, correct?

MR. SHEPHERD:  For hydroelectric, yes.  Can you do that?

MR. KOGAN:  Yes, we can.

MR. MILLAR:  That's JT3.4.
UNDERTAKING NO. JT3.4:  TO ADVISE WHETHER OPG IS PROPOSING TO USE THE 2013 COST OF CAPITAL AND EQUITY THICKNESS FIGURES IN THE UPCOMING IRM PERIOD FOR HYDROELECTRIC ONLY.

MR. SHEPHERD:  And that's my last question.  Thank you for your assistance.

MR. KOGAN:  Thank you.

MR. MILLAR:  Great.  Thank you, Mr. Shepherd.  I think we're moving now to OEB Staff, and I think we have a number of eager young staffers ready to go, but Mr. Gluck, you're starting us off, are you not?

MR. GLUCK:  Yes, I am.

MR. MILLAR:  Okay.  Over to you.
Examination by Mr. Gluck:

MR. GLUCK:  Thank you.  Good morning.  My name is Lawrie Gluck, and I have some questions for this panel on behalf of OEB Staff.  The first topic that I want to talk about is the application of the stretch factor to the various budgets.  At A1-03-Staff-004 OPG stated that the stretch factor does not apply to asset service fees.  If we could open D3-01-Staff-177, please.

MS. PATCHETT:  Sorry, can you repeat that?

MR. GLUCK:  Yeah, of course.  D3-01-Staff-177.  And there's a table on page 2, I think.  Thank you.  Maybe if you just zoom out a bit and we can look at the whole table.  There's more further down.  Okay.  Thanks.

So this table provides a breakdown of corporate support service capital additions between amounts that are recovered in rate base and amounts that are recovered through asset service fees.  And can you confirm that the stretch factor is applied to the revenue requirement associated with the support service capital addition, so the 219.4-million-dollar figure in the table that forms part of rate base?

MR. KOGAN:  I would ask Mr. Melaragno probably to just confirm that.

MR. MELARAGNO:  Are we talking about I guess the '22 to '26 period?

MR. GLUCK:  Yes.

MR. MELARAGNO:  Yes, so it's -- I believe it is 2023 to 2026 rate base additions would be included in here in the calculation of the stretch factor.

MR. GLUCK:  Okay.  So you're saying the stretch factor does apply to the revenue requirement associated with those assets, the 219.4?


MR. MELARAGNO:  Yes, yes.

MR. GLUCK:  Okay.  Thanks.  And can you confirm that the stretch factor is not applied to the asset service fees that recover the costs associated with support service capital additions?  So the second -- it's redacted in here, but the line 9, there's -- the total number is redacted, but there's in-service additions there, and that does -- the asset service fee does not apply to the asset service fee that's associated with those assets?

MR. MELARAGNO:  That's correct.  It does not apply.

MR. GLUCK:  Okay.  And can you explain why that is?  These assets are quite similar.  There's just a difference in how you recover the money, whether it's through the revenue requirement associated with the rate base or the asset service fee associated with the capital in-service addition.  So we're talking about IT assets, real-estate assets, so it's the same stuff, it's just recovered differently?

MR. KOGAN:  I think that I would refer you to Staff 4 response, Mr. Gluck, that you started this question with.  I think it outlines a number of reasons that we believe on balance means that these assets do not lend themselves to significant opportunities to realize efficiencies in these costs beyond what's already built into the forecasts.

As an example, with respect to the Clarington campus, that is part of the overall strategy that's already reducing significantly our operating costs, so we feel that the benefits associated with those are already reflected in the -- in our cost forecast.

Similarly for the IT assets.  It is an area, as you can see from our evidence, where we are increasing our investment.  We see that as critical to really enabling the other -- the achievement of the other targets we've set out in our operating costs.  So we just don't think it's appropriate at this point to further impute any reductions to these investments.

MR. GLUCK:  Okay.  So you're saying that applying an additional productivity factor to try and derive further savings is not appropriate for this second category of corporate support service capital?

MR. KOGAN:  That's our position, yes.

MR. GLUCK:  Okay.  Thank you.  Moving to a slightly different area, if we could pull up A1-03-Staff-003, please.  This is with respect to the Z factor treatment for the hydroelectric business segment.  So in the response here, a little further down, part C:

"OPG is proposing to continue Z factor treatment during this upcoming IR term."

And I'm just trying to understand whether this is, you know, the Z factor treatment that -- you know, that there are certain parameters associated with that that's applied to the LDCs through the filing requirements.  There's some requirements listed there.  Or is this more similar to your proposal with respect to unforeseen events that you're proposing for the nuclear business, which has an accounting order process applied to it, and the only requirement I see in your responses there is that there is a 10-million-dollar threshold.  So I'm just trying to understand, is this something different from your nuclear proposal or is it the same?

MR. KOGAN:  I'll turn that over to, I believe, Ms. Arseneau.

MS. ARSENEAU-MACKINNON:  Yes, thank you, Mr. Kogan.  It would be the same as for our nuclear facilities.

MR. GLUCK:  Okay.  Thanks.

If we could -- I think it is -- yeah, so A2-02-Staff-019, if we could pull that up.  We're going to be looking at attachment 1 there, and there's actually two tables in attachment 1 that, you know, Staff has calculated, you know, the total impact of COVID across both years based on those tables.  So if you could have both tables in front of you, that would be helpful, because we're just going to walk through Staff's understanding of these tables, and I just want to make sure that we do understand it correctly.

So in terms of the revenue line, so this is line 3, and it's -- there are two tables.  I don't have the table references.  I think this is -- yes, it must be like table 4 and table 5, I'm not sure.  But there is one for 2020 and there is one for 2021.  Can you confirm that the COVID-19 pandemic resulted in OPG achieving revenues of $357 million higher than planned in 2020, and is expected to drive lower revenues of 188.4 in 2021 for the nuclear business, for a net revenue increase over those two years of about $169 million?  Is that what those tables are showing?

MR. KOGAN:  If you could give me a moment to just look at the tables?

MR. GLUCK:  Sure.

MR. KOGAN:  I think I can confirm that based on the calculations that are set out in these tables.

MR. GLUCK:  Thanks.  Can you confirm the COVID-19 pandemic caused OPG to incur $63.5 million less in nuclear expenses in 2020, and $194.1 million more in 2021 on a forecast basis, for a net expense increase of about $131 million over those two years?

MR. KOGAN:  I'll turn this over to Mr. Melaragno.

MR. MELARAGNO:  Yes, confirmed.

MR. GLUCK:  Okay.  Can you confirm that overall, inclusive of taxes and deferral account related adjustments, the impact of COVID on the nuclear business was an increase in return of 312 million in 2020, and a reduction of return of 284.5 million in 2021, for a total increase in the return for the nuclear business alone of almost $28 million?

MR. MELARAGNO:  Confirmed, yes.

MR. GLUCK:  In terms of the percentages that are shown at the bottom of the page -- so just looking at 2020 for now -- so if we can go back to the table before this one, I just want to make sure I understand what that percentage means.

So the reference to COVID impact of 5 percent on ROE for 2020 means that OPG would have achieved a regulatory ROE of 12.12 percent in 2020, if COVID had no impact on OPG's regulated business?

MS. KERR:  Mr. Gluck, you're taking our estimated achieved 2012 -- sorry, 2020 ROE and you're subtracting from it the 5.0 percent that is shown on screen to arrive at that figure?

MR. GLUCK:  Yes.

MR. KOGAN:  That's what the math works out to, with the understanding that there was some proviso that the 2020 number was an estimate, us still not having final tax return and other caveats provided in setting out the actual 2020 return based on the figures shown.

MR. GLUCK:  Do you think the 2020 return, the number you estimated of 17.12, is going to change materially?

MR. KOGAN:  I think it would depend on your definition of materiality, sir.  We have set out in, for example -- I may not be able to pull up the interrogatory -- sorry, it was in Staff 13, A1 Staff 13, that talked about earlier filings of return figures, potentially that there are some estimates we have to make and we don't have the benefit of the tax return, which is the reason why we actually asked for an extension to our filing date to July 31st and the Board granted in the last proceeding.

I think it's a necessary proviso these figures could change as those items are finalized, and I can't tell what the impact of that is going to be.  I don't think it's going to make it half or double, but otherwise the definition of materiality is relative.

MR. GLUCK:  Thanks.  In terms of the 2021 table, I just want to confirm the same thing.  I did the same math for 2021 and if there was no impact of the COVID pandemic on OPG's regulated business, OPG would expect to achieve a regulated ROE of 13.4 percent?

MR. KOGAN:  Subject to check on the math.

MR. GLUCK:   If we can flip to Staff 18 now, just the IR before this one, A2-02-Staff-018.

In this response, OPG described the costs for which it intends to seek future recovery through the CRVA and the CEDA.  Can you confirm that there are basically three different cost categories listed in this IR response that you will be seeking or may be seeking recovery of through deferral accounts.

So in the first bucket is there, there's $150 million of capital costs that is expected to be recorded in the CRVA related to the DRP, but is not yet recorded as the assets that are the subject of these costs are not yet in-service?

MR. KOGAN:  I think we have explained in the evidence that the ultimate impact of the pandemic on the DRP and our ability to mitigate any such impacts I think is all inherently uncertain, and will not be known until the project is completed.  So I wouldn't want to confirm that we expect there is going to be a revenue requirement impact from this incremental, when everything is said and done.  I think if there is something that is over the amount, then we would address it at that time.

So I would be reluctant to confirm it the way you phrased it, sir.

MR. GLUCK:  I want to talk about that a little bit.  You've mentioned, as you just noted, throughout the evidence, if the Darlington refurbishment comes in under -- I think you've said under the 12.8, then you won't seek recovery of the 150?

I know it's an estimate; I get that.  But I'm trying to understand if there is some impact of COVID-19 on the DRP cost, how does -- how are you making your decision as to whether you're recovering, you will seek recovery?

MR. KOGAN:  May I rephrase the question?  Are you asking if taking into account whatever ultimate COVID impact is on the project, and assuming that the OEB approves our in-service amounts as filed, and everything is said and done by the end of the project, we come in at below 12.8 and therefore below those in-service amounts, whether we would still seek something incremental?

MR. GLUCK:  Yes.

MR. KOGAN:  I don't think we would seek anything incremental to what we've actually incurred, inclusive of the COVID impacts.

MR. GLUCK:  I mean -- let me try and rephrase it.  There is going to end up being, or there may end up being COVID impacts in your overall Darlington refurbishment costs.  And if these COVID costs do occur and you come in at 12.8 billion in total costs, are you going to be seeking recovery of the COVID impact of it that you've sort of separated out?

MR. KOGAN:  I think that in the scenario you're describing, the in-service amounts, inclusive of any COVID impact that would actually happen during the IR term, would not be greater than the amounts that we have proposed in this proceeding.

MR. GLUCK:  Right.  But you would notionally be recovering those COVID impacts, because they would replace some other cost that did occur?

MR. KOGAN:  Yeah.  I'm not sure, sort of, of the ability to slice and dice and isolate those impacts.  I think at a high level position in the scenario I just restated, we would not be seeking anything extra.

Does that answer your question?

MR. GLUCK:  I think I understand.  So that was the first bucket of costs.  The second bucket of costs is $1.8 million of net non-DRP related OM&A that is recorded in the CRVA.

MR. KOGAN:  Can you point me to the --


MR. GLUCK:  Yeah, it's in this chart 3.  Between 2020 and 2021, I calculated a 1.8-million-dollar net debit.

MR. KOGAN:  I see that, yes.  We may need to go to CCC 13 to understand what's happening.  But go on with your question.

MR. GLUCK:  The question is that's another bucket of COVID-related impacts that are in deferral accounts for future recovery?

MR. KOGAN:  Can we please go to CCC 13?  I think there may be something there that is helpful.  Maybe Mr. Melaragno can just take over, because I believe there is a timing issue there as well in the CRV.  Maybe you could just speak to that in  reference to the appropriate chart in CCC 13.

MR. MELARAGNO:  It is on between lines 12 and 15 in CCC 13 here.  So there is, you know, there is incremental costs associated with Pickering extension enabling and fuel channel life extension in lines 12 and 13.  There is a timing component as well, for the fuel channel life extension in line 14, which nets to zero over '20 and '21.  And then there is also a Darlington refurbishment component that again will net to zero over time.

MR. GLUCK:  So is there -- I was looking at the other chart we were just looking at in Staff 18.  Is there a balance in the CRVA related to COVID that you're seeking recovery of now, non-DRP-related?

MR. MELARAGNO:  No, we're only seeking recovery of 2019 balances, which do not include --


MR. GLUCK:  Sorry, is there an amount recorded in the account related to COVID that you will seek future recovery of when you come back for the CRVA in a future period?

MR. MELARAGNO:  That's correct, yes.  Now --


MR. GLUCK:  So is that amount the 1.8 million that we were looking at?

MR. MELARAGNO:  It's the amounts in line 16 is recorded in 2020, and then in 2021 a portion of that will reverse itself.  You will be left with a net impact of 1.3 million at the end of '21 related to COVID.

MR. GLUCK:  That includes the Darlington refurbishment, right?

MR. MELARAGNO:  Correct.

MR. GLUCK:  Maybe we can go back to Staff 18 for a second.

MR. MELARAGNO:  Yes.  Staff --


MR. GLUCK:  I'm just trying to understand -- I guess I don't understand what --


MR. MELARAGNO:  So Staff 18 relates the non-DRP.

MR. GLUCK:  Okay.

MR. MELARAGNO:  So if we're, you know, if we're only looking at lines 12 to 14 in CCC 13, so those numbers would add up.

MR. GLUCK:  Okay.  So the non-DRP-related amount in the CRVA is a 1.8-million-dollar debit?

MR. MELARAGNO:  Correct.

MR. GLUCK:  Okay.  And then the final bucket of costs is the $31.7 million of OM&A in the CEDA?  16.4 plus the 15.3?

MR. MELARAGNO:  Correct.  Yes.

MR. GLUCK:  Okay.  Thank you.  In response to part D of Staff 19, OPG stated that:

"Typically the applicable impact of DVA additions is reflected in OPG's financial accounting and regulatory accounting and ROE reporting, such that a debit addition to a DVA increases earnings in ROE and a credit addition decreases them.  This is the case for the COVID-19 impacts captured in the CRVA.  However, although OPG is tracking amounts in the CEDA, it has not recognized the earnings impact of these entries."

In terms -- I'm just trying to make sure I understand that statement and how it applies to the tables in Staff 19 that we were discussing previously.

So can you advise that the following is correct:  The impact of the 150 million of DRP-related capital is not at all reflected in either Tables 4 or 5?  So this is attachment 1, at Staff 19.  And we can just -- for now we can use 2020.  So there's -- none of that is reflected?

MR. MELARAGNO:  That's correct.

MR. GLUCK:  So in 2020 the 1.8 million credit in the CRVA related to the non-DRP OM&A amount operates to reduce the return in 2020?  That's how it would be reflected?

MR. KOGAN:  Can we just flip back to the chart?  Sorry, I've lost track of the signs, Mr. Gluck, whether it was a plus or minus.

MR. GLUCK:  Yeah.

MR. KOGAN:  But I think as a general matter -- maybe this will just help -- is that we have recognized the debits or credits recorded in the CRVA in respect of COVID-19 in these equity results, if that's your question.

MR. GLUCK:  Yeah, that is the question.  Okay.  So they're in there.  And in terms of the CEDA, they are not in there?  They're not reflected in your equity results because they're in the CEDA, and you've replied in, I think it was part D that I just stated, that --


MR. KOGAN:  That's correct.  You are correct.

MR. GLUCK:  Okay.  So those would operate to increase your return if they were in there?

MR. KOGAN:  That would follow.

MR. GLUCK:  Okay.  Thank you.  In response to part A of Staff 18 at Chart 1 OPG provided a breakdown of the $150 million of estimated DRP-related costs.  And I was hoping that you could provide, recognizing that these are estimates and you're not seeking recovery of anything right now, I do want to understand what these costs are a little better.  So if someone could talk through the different line items in there as to what these costs are?

MR. KOGAN:  Can I just call a caucus?  There are a lot of rapid-fire questions, Mr. Gluck.  I just need a minute to confer, if I may.

MR. GLUCK:  Sure.

MR. KOGAN:  Thank you.

[Witness panel confers.]

MR. MILLAR:  Lawrie, it's Mike here.  I probably should have observed this earlier, but we're going to want to take a break soon-ish, so maybe after they come back they can give us whatever answer they have to your question, but then maybe we can look for a good time to take a break?

MR. GLUCK:  Yeah, that's fine.  After they respond to this we could take a break at that point.

MR. MILLAR:  Great.

MR. KOGAN:  Please continue.

MR. GLUCK:  In response to part A of Staff 18 in Chart 1, OPG provided a breakdown of the $150 million of DRP-related COVID costs, and I would just like some more detail about those different line items, and I see you've provided some notes at the bottom, but any more detail you can provide would be helpful to me.

MR. KOGAN:  I don't remember all the references -- maybe to the other panel had interrogatories related to discussing these impacts or whatever else may be on record, so I'm a little bit at a loss to comment if there is already an answer on file or not that's just not this panel.

MR. GLUCK:  Okay.  So the -- all right, that's fine.  In response to part F of Staff 18 OPG noted that there are no impacts to the proposed rate base amounts associated with the COVID-19 pandemic.  And from my reading of the impacts that you've listed in Chart 1, at least some of those impacts are the kinds of things that you would expect to also impact non-DRP-related projects.

So OPG spent, or is planning to spend across 2020 and 2021, approximately $800 million in capital.  And I am struggling to understand how there were no COVID-related impacts reflected in any of that spending that will be either tied to rate base soon, so as part of opening rate base, or tied to rate base at some point in the 2022-to-2026 term when those assets go into service.

To give some examples, if we can pull back up to chart 1 in this response that we were just looking at -- and I understand you mentioned that perhaps I should have asked further questions about this to an earlier panel -- but some of these costs are things like estimated productivity impacts of physical distancing, mask usage, and other COVID-19 protocols on worker productivity.  Direct and indirect labour cost includes both contractor trades and OPG staff performing field execution work.  It appears that some of those costs had to have impacted your non-DRP-related work as well.

MR. KOGAN:  I don't think I can accept that statement.  But what I think we could do is we could articulate in more detail our answer to the previous part you referenced and, as necessary, I guess compare and contrast that to the DRP, which I think is what your question is getting at.

MR. GLUCK:  That would be very helpful.

MR. MILLAR:  Let's call that JT3.5.  And would this be a good point for a break, Mr. Gluck?
UNDERTAKING NO. JT3.5:  TO PROVIDE FURTHER DETAIL TO THE INFORMATION IN STAFF 18 RELATED TO COVID IMPACTS

MR. GLUCK:  Yes, that would be great.

MR. MILLAR:  Let's take our morning break.  Fifteen minutes, so we're back at 11:20.
--- Recess taken at 11:03 a.m.
--- On resuming at 11:21 a.m.

MR. MILLAR:  Back to you, Lawrie.

MR. SMITH:  Sorry, just before Lawrie begins, we had earlier indicated, Mr. Millar, that we would consider Mr. Shepherd's request for information to be provided to three decimal places.  I forget the chart in question we were looking at, but we were prepared to do that, and we should capture that by way of an undertaking.

MR. MILLAR:  Okay.  Let's call that JT3.6.
UNDERTAKING NO. JT3.6:  TO PROVIDE UPDATED CHARTS IN SEC 32 WITH DATA RE-STATED TO THREE DECIMAL PLACES


MR. MILLAR:  And I should -- I neglected to mention, you will all have seen a letter from the Board about Monday, so it looks like we will be sitting Monday, just because we were not going to finish today, but I thought I'd remind parties of that.  So you will see the schedule we circulated yesterday which included Monday so you could -- you see from the Board that that is now the official schedule.  So over to you, Lawrie.

MR. GLUCK:  Thanks.  Before the break we were talking about the COVID impact on capital during the upcoming custom IR term, and now I would like to talk about the COVID impact on OM&A.  In response to part G of Staff 18, OPG noted that there are no impacts to the 2022-2026 OM&A budget associated with COVID-19 for CRVA-eligible nuclear costs.  The only such impact on non-CRVA-eligible nuclear costs is due to the change in timing of cyclical outages costs for Darlington units during refurbishment.  The change is driven by adjustments to the refurbishment schedule as a result of the Unit 3 deferral in 2020 with approximately 12.4 million in incremental OM&A costs planned over the IR term as a result.

Can you confirm that this incremental 12.4-million-dollar cost reflects the movement of cyclical outage costs that were already reflected in approved 2020-2021 OM&A amounts into the proposed 2022 to 2026 OM&A budgets?

MR. KOGAN:  I cannot confirm the way that you phrased it, because the movement is relative to a no-COVID scenario.  What I don't know is how that no-COVID scenario compares to OEB-approved Darlington refurbishment OM&A in the last proceeding.

MR. GLUCK:  So were these $12.4 million of cyclical outage costs included in OPG's approved payment amounts?

MR. KOGAN:  I don't know the answer to that question specifically with respect to the amounts and timing.

MR. GLUCK:  Is that something you could look into?

MR. KOGAN:  Yes, we can.

MR. MILLAR:  It's JT3.7.  Could you repeat the undertaking, Mr. Gluck?

MR. GLUCK:  To advise whether the $12.4 million of cyclical outage costs were included in OPG's payment amounts during last custom IR term.

MR. MILLAR:  Thank you.
UNDERTAKING NO. JT3.7:  TO ADVISE WHETHER THE $12.4 MILLION OF CYCLICAL OUTAGE COSTS WERE INCLUDED IN OPG'S PAYMENT AMOUNTS DURING LAST CUSTOM IR TERM.

MR. GLUCK:  In response to part H of Staff 18, OPG confirmed that the impact of the COVID-19 pandemic to date is reflected in OPG's nuclear production forecast for the 2022-to-2026 period.  With respect to the 168.6-million-dollar net increase to revenues across 2020 and 2021 that we discussed earlier that were driven by COVID, can you confirm that incremental revenue was driven by a change to the timing of DRP-related outages that allowed OPG to produce 2.1 terawatt-hours of additional electricity relative to planned?

MR. KOGAN:  So can we just sort of unpack and make sure I have the references right?  So you are referring to the -- you said 168.6.  Could you point me to where that number comes from?

MR. GLUCK:  Sure.  So in those tables we were looking at in Staff 19, across 2020 and 2021, if you net out the increase in 2020 and the decrease in 2021 you get to $168.6 million, so that's line 3 of this table minus line 3 of the next table.

MR. KOGAN:  So this net change is driven from all the generation impacts that are outlined in the CCC 13 corresponding chart that includes the change in non-refurbishment schedule.  It also includes the addition of a Darlington unit for major planned outage in 2021.  And the net of those impacts is what you see here from a revenue perspective.

For completeness -- and I think it does help to just actually pull up CCC 13 to go back to that chart, for this time it would be more productive reference that would make, so if we could do that.  Go to L-A2-02-CCC-13, yeah, and go to the chart that was in the attachment.

So the impact that I would refer you to is really at line 7.  The way that we look at it is both from a generation-margin perspective but also the associated increase in OM&A costs related to that unit for Darlington outage.  So we actually consider all those impacts that sum up to line 7 to be sort of the net effect of these production-related schedule change and outage-related impacts.

MR. GLUCK:  So you view it as $60 million or so?

MR. KOGAN:  That's right, and that is inclusive of the cyclical outage OM&A as well, for completeness, that we talked about that we will address in a separate undertaking.


MR. GLUCK:  Okay.  So I guess the question becomes, implicitly, ratepayers in OPG's payment amounts, payment amounts were higher by an amount that would recover that $60 million during the last custom IR term based on the plan.  And then the COVID-19 pandemic happened and it allowed you to generate an additional $60 million of margin.

MR. KOGAN:  Sorry, is there a question?

MR. GLUCK:  Is that right?

MR. KOGAN:  I think what is right is that this $60-odd million is the net benefit of these items that accrued to OPG's regulated operations relative to a no-COVID view of the world that we would have experienced or would expect to experience in 2021.

MR. GLUCK:  Okay.  Thanks.  I'm going to move to another area now, and this is about the market renewal program.  This is A1-01-Staff-011.  If we can pull that up.

MR. KOGAN:  I will happily turn that over to Ms. Arseneau.

MR. GLUCK:  If we could go to part C, please, the response to part C.  In this response OPG states that:

"It would not be disincentivized from participating in the day-ahead market or participate on a less than efficient basis if after the implementation of the MRP OPG continues to receive for its output payment from the IESO at least equal to..."

And the response goes on from there.  We want to make sure that we understand the response in part C there.

When OPG states that they would not be disincentivized for participating in the DAM.  Can you confirm that OPG would also not be incentivized to participate in the DAM, given that OPG has paid a regulated amount for real-time output only and not for day-ahead quantities?

MS. ARSENEAU-MACKINNON:  Yes, I believe that's a fair statement.

MR. GLUCK:  We note this is -- sorry, I provided a document in advance.  It's an IESO report about the approach to amending market participant contracts in response to market renewal.  I don't know if that's available to be pulled up.

MS. PATCHETT:  Could you give me the name of that document?

MR. GLUCK:  It would have been -- I don't know the file name, something like IESO market renewal.  I can try and find exactly what I labelled it.

MS. ARSENEAU-MACKINNON:  I think it was "IESO-approach to implement MRP."


MR. GLUCK:  It starts:  "OPG, Panel 3, IESO approach to implement MRP."


MR. MILLAR:  If you're referring to that, Mr. Gluck, why don't we mark it as an exhibit while we're waiting for it to be pulled up.  It's KT3.1.
EXHIBIT NO. KT3.1:  DOCUMENT ENTITLED "OPG, PANEL 3, IESO APPROACH TO IMPLEMENT MRP."


MR. GLUCK:  I could also read the statement.  It's in the document, so I'll just read the statement out.  It's on page 11, and at paragraph 1.  IESO says:
"Contracts in respect of variable generation and other contracts where IESO payment is based on the output of the facility, i.e. power purchase agreements, or PPAs, which generally do not have provisions addressing the implementation of a DAM, the IESO is of the view that the introduction of DAM-based contract settlement would be advantageous to the proper alignment of incentives between these contracts and the market."


And the question is:  If the IESO is motivated to alter these contracts that are based on the output of the facility, why does OPG make the assumption in its response to part F of Staff 11 that the IESO will continue to settle OPG's payment amounts as they are currently settled in accordance with section 78.1 of the OEB Act?

MS. ARSENEAU-MACKINNON:  Perhaps I've not followed the question entirely, but part F of OEB Staff's question in Staff 11 was tied to any changes to the revenue requirement underpinning the nuclear payment amounts sought.

And how we answered the question was that assuming OPG continues to be settled in accordance with section 78.1 of the act, that we would not seek any changes to the capital structure or cost of capital.  Could you help me follow along with your question?


MR. GLUCK:  Sure.  It's really about that statement that assuming -- assuming the IESO settles in that way, then there would be no changes to the revenue requirement.  And given the statement I just read out from the IESO report, it appears the IESO is considering -- it says the IESO is of the view that the introduction of DAM-based contract settlement would be advantageous.

The specific question is why is OPG assuming it would continue to be settled in the way that it is currently settled?

MS. ARSENEAU-MACKINNON:  I think all we can do is answer the question based on the information we have today.  What we've broadly communicated in our response to Staff 11 is that details surrounding what market renewal means for OPG's regulated assets is still being assessed and determined, and that we would return to the OEB with a proposal for how to treat those impacts and implications through a separate proceeding.  And so should we need to, we'll make a request or ask at that time.

MR. GLUCK:  Thank you for that.  Given that OPG has requested that the OEB establish payment amounts for five years in the current application, OEB Staff is of the view that it is important for the OEB to understand now, as part of this proceeding, the types of changes to the payment amounts that might occur during the third year of the proposed IR term.

What we think would be helpful is if you could ask the IESO to file a letter on the record that provides its views on the range of options to incent or ensure the participation of OPG's prescribed assets in the day-ahead market.

We are of the view that seeing the range of options would assist in understanding the ways in which OPG's payment amounts may be impacted by the implementation of the MRP.

MR. SMITH:  Sorry, Mr. Gluck, I want to understand that.  You want us to ask the IESO to file evidence?

MR. GLUCK:  Yes.  We do want you to ask the IESO to file something on the record that would provide the Board with some greater level of understanding as to what types of impacts to the payment amounts they are being asked to set today may change in year 3 of the plan.

And the reason we're suggesting that OPG ask the IESO is we're trying to be as efficient as possible here, use the technical conference as an opportunity to further this discussion as opposed to attempting to do this in some other way where potentially Staff files a letter on the record asking the Board to do something.

So if this is something you're willing to do, we felt this would be an efficient way to do it.

MR. SMITH:  Why don't we caucus further?

[Witness panel confers.]


MR. SMITH:  Lawrie, we're just going to need a bit more time, and rather than -- rather than take up more time through a caucus session, you're going to be going for a while.  We'll just let you know our position after lunch.

MR. GLUCK:  That sounds good.  Thank you.  Moving --


MR. SMITH:  I'm sorry, that should have been Mr. Gluck.

MR. GLUCK:  Okay.  No problem.  So moving to another area now, this is about capitalized interest.  This is B3-04-Staff-032.  If we can pull that up, please.

MR. KOGAN:  Please go ahead.

MR. GLUCK:  Sure.  In this response OPG noted that the interest capitalization rate is based on the weighted average interest of OPG's long-term debt, excluding project-specific financing.  I just want to confirm with you that the long-term debt rate you're using is your proposed regulated long-term interest rate.  So, you know, for example, for 2022 you're using 3.61 percent.

MR. KOGAN:  I think it would be something similar.  I am not sure if it's exactly the same, given the vintage of when the information is struck for the business plan, because that's developed early in the process, and -- sort of exactly how all the debt issues are considered, I know it's something similar, because I looked at it, but it may not be exactly the same.

MR. GLUCK:  Okay.  But you think it's close, it is intended -- it's like an earlier forecast of the regulated long-term debt rate?

MR. KOGAN:  I think it's pretty close, is probably all I can say right now.

MR. GLUCK:  Okay.  That's fine.  Thank you.  Moving to D3-01-Staff-179, please.  In response to part C of this question, OPG noted that:

"Even without the Pickering WiFi Powerhouse Unit 1 to 8 project, its staff has access to existing data and applications at stationary workplaces.  However, there are certain efficiency gains associated with allowing employees access to WiFi at the Pickering station."

Can you confirm that the $18.3 million of capital spend on this project is to allow for certain efficiency gains over the limited period of time between project completion and Pickering shutdown?

MR. KOGAN:  Before -- I would like to turn it over to Ms. Young for some additional commentary, but I would just note that I think you referenced the word "limited."  We think that operating the Pickering nuclear plant, even given its size for the next five or so years, is very significant, so I would just take a little bit of issue with "limited."  But otherwise, maybe, Ms. Young, you can comment on some of the benefits of this project.

MS. YOUNG:  Yes, so this project is an ongoing project, so value is being realized immediately, so it's not like this will be all deployed in 2023 and prior to that there is no value, so value is constantly being realized over the course of the last few years.

MR. GLUCK:  Did OPG do any cost-benefit analysis to determine whether this value would actually offset the cost of the project, given that Pickering is closing?

MS. YOUNG:  Yes, there was some cost-benefit analysis, I think within the business case -- did we submit the business case already?  I don't have it in front of me, but we typically do, yes.

MR. GLUCK:  Okay.  Can you maybe take an undertaking just to point me in the right direction as to where that can be found?

MS. YOUNG:  Yes, I will do that.

MR. MILLAR:  That's JT3.8, and it is to point to the cost-benefit analysis with respect to the WiFi Powerhouse?  Is that right, Mr. Gluck?

MR. GLUCK:  Yeah.  That's correct.

MR. MILLAR:  Thank you.
UNDERTAKING NO. JT3.8:  TO POINT TO THE COST-BENEFIT ANALYSIS WITH RESPECT TO THE WIFI POWERHOUSE.

MR. GLUCK:  I'm going to turn it over to Mr. Cincar.  He has a question with relation to corporate support service capital as well.
Examination by Mr. Cincar:

MR. CINCAR:  Hello.  This is Chris Cincar, OEB Staff, and my question relates to Staff 178.  Staff 178 asked about two capital projects that are both referred to as the reimagined program.  Staff based the interrogatory on the assumption that they were related projects, and share the same name, and the second one is Table 2.0, and reimagined 2.0 was also started in the same year reimagined program was completed.

OPG noted in the response that these two reimagined projects are not related, stating they are two separate, distinct projects, workstreams.


Can you please elaborate on the response that there is no relationship between the programs, including why the latter is referred to as 2.0?

MR. KOGAN:  I can start a little bit, and then we'll see if others can help me out.  So I don't think we said that they are unrelated.  I don't think those were our words.  I think that we said that they are two separate projects with different work streams, but it's fair to say that they are related, as the name implies.  But they are being managed as two different projects within the organization.

But reimagined 2.0 does build on some of the technology improvements that were introduced in technology 1 and reimagined 1.0, but also looks at how we can redesign and use some of the technology for some of the broader business processes within some of the corporate support services.

MR. CINCAR:  Okay.  If they are essentially -- if they are related and essentially two phases of a project, can you clarify why there was no business case provided related to this, since it would be over $30 million as...

MR. KOGAN:  So again, Mr. Cincar, they are related projects, but they are separate projects, and they are treated as separate projects and governed and managed as separate projects, and there is a clear delineation within our organization around those two projects.  So I don't see it inconsistent to say that the work may be related, but they are different projects, and that's how we treat them.  So we simply reflected that in applying the threshold for filing business cases on that basis.

MR. CINCAR:  Okay.  Thank you.  I'll turn it back to Lawrie.  Thank you.
Examination by Mr. Gluck:  (Cont'd)

MR. GLUCK:  Thanks.  I have one question with respect to the nuclear development variance account.  And the question is since that account was established, has it only been used to track variances between the environmental assessment and licensing costs related to the preservation of the option to build new nuclear at Darlington?

MR. KOGAN:  Just to clarify, your question is since its establishment, so we're going back to something like 2000-and -- I can't remember if it was 2006 before even the OEB jurisdiction in 2008.  Is that the period you're referring to?

MR. GLUCK:  I would refer -- I didn't realize it was established before regulation by the Board.

So going back to when it was first established under the Board's purview, has it recorded anything but variances between amounts built into payment amounts for environmental assessment and licensing costs to preserve the option for new nuclear at Darlington?

MR. KOGAN:  I think I can speak on behalf of the panel that we won't be able to recount all the costs that were recorded in the account going back to 2008 at this time.

MR. GLUCK:  Could you undertake to advise whether anything beyond that has been recorded in the account?

MR. SMITH:  Mr. Gluck, can you help me understand the relevance of going all the way back to 2008 to check what was recorded in the account?

MR. GLUCK:  Sure.  It's my understanding that nothing beyond variances in site licensing and environmental-assessment costs, which are quite small, has ever been recorded in the account, and in 2020 and 2021, OPG is planning on recording a type of cost for the planning and development of a certain type of technology that is different from what has been recorded in the account previously, and it speaks to that type of cost is supposed to be recorded in the account.

MR. SMITH:  Your understanding is based on what?

MR. GLUCK:  I'm checking if historically anything else has been recorded in the account.

MR. SMITH:  No, sorry.  You started your proposition by saying it's your understanding as to what has been recorded.  And --


MR. GLUCK:  My understanding that nothing beyond those types of costs has been recorded in the account previously.  I'm not -- maybe I shouldn't have said anything about what is supposed to be recorded in the account.

MR. SMITH:  Sorry, we're missing one another.  I'm saying, to my mind, this seems like a make-work project for OPG of questionable relevance.  I don't mean that in a pejorative way, but it also sounds like you have done work to determine what was recorded in the account already because you're saying it's my understanding this is what was recorded.

If you can point us to that, I may have a different view if you could say I've looked at the following five things, so confirm that's what was recorded there.  That may be easier for us.

So do you have that reference?  That's all.


MR. GLUCK:  I do not have that reference.  What I've looked at is the balances that were disposed -- you're seeking to dispose in the current proceeding.  And those are only related to variances between site licensing and environmental costs.  So my understanding, at least based on the record here, there has been nothing else recorded in the account.

So I'm asking you to go back to previous proceedings to check that, whether it's been the same the whole time.

MR. SMITH:  Why don't we let you know our position after the lunch break?

MR. GLUCK:  Thank you.  Moving into the topic of asset service fees, this is with respect to F3-02-Staff-264.

In response to part B of Staff 264, OPG noted that asset service fees are not equivalent to rate base inclusion.  Asset service fees represent cost based charges incurred by the regulated option for a use of portion of certain unregulated assets.

You would agree, however, based on your response to part A to Staff 264, that from a cost perspective, or in other words the amount that ratepayers pay for the assets that are subject of asset service fees, there is no difference between including amounts in rate base and charging an asset service fee?

MR. KOGAN:  I would agree that mathematically, and subject to the simplified assumption the asset service fee calculation that depreciation and CCA are equal, which is laid out in the response, that would have been the outcome for the period shown.

MR. GLUCK:  Thank you.  In response to part F of Staff 265, OPG noted that it does not intend to apply any portion of the proceeds from the sale of the Kipling, Wesleyville, or any other properties that are not regulated assets, to reduce payment amounts for the prescribed facilities.

Specifically in regard to assets for which the costs are recovered through asset service fees, can you discuss why ratepayers should not benefit from the proceeds of any sales?

MR. KOGAN:  The short answer is because they aren't regulated assets and not included in the prescribed rate base, as we have laid out in our response.

MR. GLUCK:  Does OPG have other assets in rate base that are not directly listed as prescribed facilities in the regulation?

MR. KOGAN:  I think when we refer to assets being prescribed facilities, we are not referring to the fact that the regulation would provide a listing of thousands of assets, the individual assets that make up those facilities.  Obviously, it does not.

I think what we're referring to is that what's included in the prescribed facility rate base are assets that are exclusively, or nearly exclusively used by the regulated business.  And these real=estate properties in particular that you are referring to do not, or have not met that definition in our assessment.

MR. GLUCK:  So because they are do not entirely serve the prescribed facilities, so the entire purpose of the asset is not a hundred percent serving the regulated prescribed business, that is the distinction you're making as to why ratepayers shouldn't benefit from any potential gains on sales of those assets?

MR. SMITH:  Mr. Gluck, I think you're asking not a factual question.  We're now at the point of argument, and it sounds like you have a different position than OPG does with respect to whether proceeds should be applied to the setting of payment amounts, and we obviously disagree.

MR. GLUCK:  Thank you. Have you used the practice of asset service fees since the start of regulation by the Board?  Has this been something since the 2008?

MR. KOGAN:  Yes, it is something that we have --


MR. SMITH:  Mr. Gluck, your internet connection cut out for me.

MR. GLUCK:  Sorry.  I asked whether the practice of using asset service fees was used since the beginning of Board regulation.

MR. KOGAN:  That's correct.

MR. GLUCK:  Thank you.  In attachment 1 to Staff 267, OPG provided the percent allocation of asset service fees to the nuclear business.  Can you please provide, for each of Kipling and Wesleyville separately, and going back to when OPG was first regulated by the OEB, the percentage allocation of the asset fees to the entire regulated business, so both hydroelectric and nuclear.


MR. KOGAN:  I think I would point you to our response to Staff 265 -- and I'm sorry, Lori, you have to keep flipping -- we have taken a position that we are not providing information that relates to hydroelectric assets.  Maybe we can just scroll up a little bit further, please.  And we have provided information -- I think this is in respect to 700 University -- for 2014 and 2015, so I think that we would be happy to provide the information on the same basis for Kipling and Wesleyville.  Would that be sufficient?

MR. GLUCK:  I sort of thought the response with respect to the 700 University building was in terms of, you know, you're not seeking any recovery or anything related to that as part of the current proceeding.  So, yes, it would be helpful to get 2014 and 2015, but really what I'm asking is for the entire allocation on a percentage basis to both the hydroelectric and nuclear businesses going back to 2008 for Wesleyville and Kipling separately.  And similarly, what I would be asking is for the total amount paid by ratepayers through asset service fees, but, you know, for the whole regulated business and the payment amounts for nuclear and hydroelectric, also separately going back to the start of regulation by the Board.

MR. KOGAN:  I would like to punt that to our ever-growing list of things to consider over the lunch break.

MR. GLUCK:  Okay.  Thank you.  Moving away from assets that are subject to asset service fee -- asset service fees, we're now talking about assets that are included as part of rate base.  Has OPG sold any assets at a net profit in the past?

MR. SMITH:  Sorry, what is the relevance of what OPG has done in --


MR. GLUCK:  I'm trying to understand the treatment of net gains on sale of assets by OPG.  When I read the other revenue evidence, that's not a line item.  In many LDC cases it is a line item, and obviously the businesses are very different.  I'm not suggesting that.  I'm just trying to understand how gain on sale of assets that are in the prescribed -- the rate base part of the business, the regulated business, have been treated in the past.

MR. SMITH:  So certainly I can say there have been no significant sales of regulated -- regulated assets.  It's difficult for me to speak for every single small asset that may have been disposed of through our investment recovery processes, as you can imagine.

To the extent there are -- and I would say they would all be quite small; I would use the word immaterial gains or losses on any disposals -- I think we would have tended to net them in the underline of our depreciation evidence at Exhibit F4, tab 1, schedule 1, so there is another line item there, Mr. Gluck, where I think there's a footnote that talks about gains and losses on retirement.

Again, my recollection is that is a -- they are all very small and they're normally all losses, frankly.  That's the context I can provide sitting here today.


MR. GLUCK:  I appreciate that.  Just going back to a question I asked a little earlier about, you know, what assets are in rate base, can you tell me if the -- can you tell me if the Saunders Hydro Dam Visitors Centre is in the hydroelectric rate base?

MR. SMITH:  Well, I can answer that, I think, because my recollection is it was included in rate base as a result of the 0008 case.

MR. GLUCK:  It is in rate base?

MR. SMITH:  Unless Mr. Kogan tells me I'm wrong.  That's my recollection of that proceeding.

MR. KOGAN:  That's also my recollection, but I don't have a fixed assets up in front of me.

MR. GLUCK:  Okay.  Thank you.  Moving to another area, I just want to talk briefly about the Pickering closure deferral account.  In response to part C of Staff 212, OPG noted that it does not have a detailed list or detailed forecast of the cost that it expects to record in Pickering closure account.  OPG noted that it will record such costs in compliance with O.Reg. 53/05, and OPG also provided a draft accounting order.

O.Reg. 53/05 lists the types of costs that are eligible for recording in the Pickering closure account.  The regulation specifically describes termination, layoff, reassignment, and retraining costs, as well as costs related to the hiring of employees or the engagement of third-party service providers to perform Pickering closure activities.

Is there anything beyond what is set out in O.Reg. 53/05 that OPG can provide in terms of what it expects to record in the account?  Is there any further detail that can be used or understood as the scope for that account?

MR. KOGAN:  I think we stand by our response to the interrogatory and compliance with the requirements of the regulation.

MR. GLUCK:  Okay.  Can you clarify if OPG believes that there are any time limits with respect to what may be recorded in the Pickering closure account, you know, for example, like how long before and after Pickering closure additions would be made?

MR. KOGAN:  I don't recall regulation setting out such a limit, but that's all I can offer, unless there is anything else anybody else can offer on the panel.

MR. GLUCK:  Okay.

MR. SMITH:  The regulation does not prescribe any particular time horizon other than that it applies both to costs incurred before and after Pickering closures.

MR. GLUCK:  Okay.  Thank you.  Moving to compensation now.  If we can pull up F4-03-Staff-275, please.  And I'm going to be comparing two numbers here.  In the updated evidence filed on March 12th at Exhibit F4, tab 3, schedule 1, attachment 1, the 2020 FTE forecast was 8,965 and the total compensation amount was 1.71 billion.  In response to Staff 275 at attachment 2 the actual 2020 FTE count is now 8,398.5 and the total compensation amount is 1.69 billion.  And in response to Staff 275 at attachment 2 OPG made no changes to its 2021 or 2022-to-2026 FTE or compensation forecast.

Can you explain why, based on the significant change to the FTE count between forecast and actual, no changes were made to the future period?

MR. KOGAN:  I'll turn it to Ms. Domjancic to start with and we'll go from there.

MS. DOMJANCIC:  So Mr. Gluck, are you referring to -- can you just repeat your one -- the difference between --


MR. GLUCK:  Sure.  In the updated evidence that was filed on March 12th at Exhibit F4, tab 3, schedule 1, attachment 1, the 2020 FTE forecast was about 8,900.  And then in the response to Staff 275 at attachment 2 the FTE count dropped to about 8,400, so about a 500 FTE change.  I'm just trying to understand how that change or why that change hasn't been reflected in the future period.  I guess what I'm saying is why is there no impact of such a lower FTE count on the future period from 2021 to 2026?

MS. DOMJANCIC:  Okay.  Sorry, I'm just trying to -- Lori, if you just pause there, please.  Thank you.

So I'm just looking at some of these numbers.  I guess FTE is largely a measure of the resources based on work programs.  So the forecast that was submitted is the forecast as is expected to execute on work programs over the IR term.

MR. GLUCK:  The old forecast you had, that had it at about 8900, and then the FTE actual count of 8400, that has no impact on your planning for the 2022 and forward period?

MR. KOGAN:  If you're asking -- are you asking if we have a further update to our 2021 onward cost levels and resourcing profiles?  Is that the question?

MR. GLUCK:  Yes, that's the question based on the large change in the FTE count relative -- based on the difference between what was filed on March 12 and what was filed in response to Staff 275.

MR. KOGAN:  The answer is we stand by our forecast as being appropriate.  I could turn you, for some additional context, to interrogatory F4-03-Society-018.  Part C of that provides additional context around the variability of FTEs in 2021 versus 2022, in terms of why they are higher, for example, due to some of the additional outages we expect and some other factors.

But the short answer is that our forecast remains appropriate.

MR. GLUCK:  Thank you.  At attachment 3 to Staff 275, there are about 1200 or 18 percent of total FTEs forecast to be working at Pickering.  Can you just explain what this is showing, and how those costs are being recovered in 2026 for the Pickering FTEs?

MR. KOGAN:  Could you state that question again?

MR. GLUCK:  My understanding is that in 2026, all Pickering units will be shut down.  And this chart is showing that 18 percent of OPG's FTEs will be working on Pickering.  I'm trying to understand that, and also understand how the costs related to that are being recovered.

MR. KOGAN:  I'm not intimately familiar with this chart, but I think what it would relate to is the work on the subsequent de-fueling, de-watering activities for the Pickering units after they are shut down as part of what we term the safe store project.  That is, I expect, why you see Pickering FTEs here.

It's clear in the evidence that there are no OM&A or capital-funded amounts related to Pickering after it is shut down.  Those are all zeros throughout the application.  But these are the costs that I've mentioned that are being charged against the nuclear liability provision that we have set up for this work.

MR. GLUCK:  That's great, thank you.  In part A to Staff 295, so this is F4-03-Staff-295, please -- I must have the wrong reference here.  It might be Staff 288.  I'll ask the question a little more generally.

OPG has stated that by collapsing the formal general industry and utility segments, OPG was able to realign its management compensation structure with revised peer comparators for this single segment.  This allowed OPG to achieve better alignment between positions that were previously compensated differently.

Is that a fair read of OPG's evidence?

MR. KOGAN:  I'll turn this over to Ms. Domjancic.

MR. GLUCK:  Pardon me?

MR. KOGAN:  I'm turning this over to Ms. Domjancic.

MS. DOMJANCIC:  Yes, the revised segmentation does better align for various reasons, so consistent with industry but also internally promoting and developing talent, as well, and just consistency with staff overall, the represented staff that we have.  PW and Society employees have -- represented employees, rather, also have two segments.

MR. GLUCK:  Okay.  And when you say you've changed segmentation to allow OPG to achieve better alignment between positions that were previously compensated differently, do you mean you've created common pay structures for roles that were previously segregated between utility and general industry?

MS. DOMJANCIC:  Am I responding to that?

MR. KOGAN:  I guess.  Please go ahead, Ms. Domjancic.

MS. DOMJANCIC:  Yes, in fact the standard approach, so  general industry and utility were standard -- basically the bands were consolidated.

So yes, between management and represented positions, they were aligned and really intentionally to allow for again consistency lateral movement as indicated in the evidence.

MR. GLUCK:  Just to make sure I caught that, so between jobs that used to be in utility and jobs that used to be in general industry, you've aligned management pay across those categories?

MS. DOMJANCIC:  We've aligned to one structure of pay, yes.  We now refer to it as the standard segment.

MR. GLUCK:  Okay.

MR. KOGAN:  For the clarify structure of pay, Mr. Gluck, to clarify, we're talking about the range of pay.  We're not talking about any actual specific adjustments that may have been done.  So when you say we have a common range of pay so individuals can move more easily across rows in the organization within management.

MR. GLUCK:  In terms of that range that you just mentioned, is it that range increased for the general industry roles to align with the utility roles?

MR. KOGAN:  I believe it was a bit of both.  I think there was probably a broader range for general industry and maybe some reductions for utility.  But I don't have the details of the specific adjustments that were made.

MR. GLUCK:  You think it went both ways, that utility ranges were decreased as well?

MR. KOGAN:  I believe that to be the case.

MR. GLUCK:  Thank you.  It appears to Staff that the segmentation changes made to address a problem that OPG perceived with its compensation structure for management roles; is that correct?

MS. DOMJANCIC:  I don't think that that's the proper characterization.  Again, we changed the segmentation because it does improve alignment.  So a few specific areas -- certainly within the market there was consistency, within the industry internally and, very importantly, it allows for internal talent development.

So given the proximity of the Pickering closure, the attraction of management talent is of course of primary importance as well.  And so the ability to promote and develop internal talent, allows us -- the segmentation allows us to better do that.  And then again, I'll just comment on the importance of the consistency with represented staff.  So PW and Society employees have only two segments.  That's always been the case.  And so rather than having -- you know, putting those two segments and fitting them into three, as we have historically, that now is all aligned, so management and represented staff are again aligned.  So those were the primary drivers.

MR. GLUCK:  Thank you.  In part A to Staff 278 OPG noted that it had 21 regular vacancies for management roles as of March 31st, 2021.  Can you provide what month OPG implemented its new talent strategy and related new segmentation approach and also provide the number and percentage of management vacancies on a monthly basis for the year before the talent strategy was implemented and then for the year after the new talent strategy was implemented?

MR. KOGAN:  Can we just break that down, Mr. Gluck?  So could you say that again?

MR. GLUCK:  Sure.  So for the year before the talent strategy, the new talent strategy, was implemented, provide monthly management vacancies and the percentage of management vacancies, and then for the year after or the period after, because I don't know exactly when it was done, the same information, the number of management vacancies and the percentage of management vacancies.

MR. KOGAN:  So you're asking to identify a point in time, so to speak, when the new segmentation structure came into effect and look at what is happening to management vacancies before and after that change?

MR. GLUCK:  Yes.

MR. KOGAN:  I am pausing in terms of just our ability to provide the vacancy information.  There was an interrogatory -- Ms. Domjancic may recall the number of the interrogatory that outlined that we may not have some historical data going back or -- and we may need to make some assumptions around how long a vacancy was outstanding to be able to derive an average representation vacancy, right, because it's not -- because adding vacancies up over the course of a year isn't necessarily helpful, right, because it's not a cumulative number.  You have to look at some kind of a period of time in which they arose.

So we would need to make potentially some assumptions, but we could on a best-efforts basis see what we can come up with to provide an indication.

MR. GLUCK:  That would be great.

MR. MILLAR:  It's JT3.9.  And Mr. Gluck, just as an FYI, but want to break around 12:30, so whenever you find an appropriate spot.
UNDERTAKING NO. JT3.9:  TO IDENTIFY A POINT IN TIME WHEN THE NEW TALENT SEGMENTATION STRUCTURE CAME INTO EFFECT AND PROVIDE THE NUMBER OF MONTHLY MANAGEMENT VACANCIES AND THE PERCENTAGE OF MANAGEMENT VACANCIES BEFORE AND AFTER THAT CHANGE.

MR. GLUCK:  Okay.  Thank you.  If we can go to F4-03-Staff-279, please.  In part B to Staff 279, OPG noted that the stakeholder return program amounts over the 2017-2020 period were based on eligible management headcount, historical average payouts per employee, and any applicable assumptions on salary increases over time.

Can you confirm whether the stakeholder return program includes the executive incentive pay that was discussed at F4-03-AMPCO-169?

MR. MAUTI:  If I can just get -- John Mauti here.  If I can get that second reference pulled up just to make sure that we're talking about the same thing.

MR. GLUCK:  It's F4-03-AMPCO-169.  The attachment, sorry.

MR. MAUTI:  Can you make that a little bigger, please?  I'm sorry.

MR. MELARAGNO:  I think we can confirm that, yes.

MR. GLUCK:  Okay.  Thank you.  In part D to Staff 279, OPG stated that it uses a financial results model for deriving forecast payouts under stakeholder return program for the proposed customer IR term, and OPG says the SRP forecast is not directly tied to management headcount.

Can you confirm on an actual basis the eligible management headcount matters in terms of the SRP that was actually paid during the past IR term?  So essentially, do you have less eligible managers through the lower SRP payments?

MR. MAUTI:  So again, you're confirming that what we're doing in the future forecast IR term is different than what had been done previously?

MR. GLUCK:  Not different than what was done previously.  In part -- in part A -- sorry, in part B to Staff 279 OPG noted that the stakeholder return program over the 2017-2020 period were based on eligible management headcount, and then it goes on, historical management payouts and things like that.  And then in part D it talked about a financial results model that doesn't include management headcount.

So what I'm trying to understand is, does management headcount matter on an actual basis as to how much SRP payments there will be?

MR. MAUTI:  So again, for the forecast period we have moved to a financial results model, which is based on a proportion and a percentage of earnings before tax, so that sets the pool component as part of the calculation for the pool component, in total for the SRP program, which is then divided up or attributed based on individual employees and management of employees.  And we have stated in the response that that is different than using a, what I think was referred to as a sum of targets model, where it is more of a direct linear approach that is calculated based on forecast number of management group employees.

So there has been a change from the way it had been done in the past.  That's why I just wanted to clarify THAT you were talking about how it previously had been calculated versus the calculation for the IR term.

MR. GLUCK:  So in the upcoming IR term you are going to be using this pooled approach?  You're calculating the total and then you're going to divide it by the eligible employees, and it doesn't matter how many eligible employees you have; is that right?

MR. MAUTI:  When you say it doesn't matter, its impact on how it gets distributed, but again, the total is in a pool concept based on percentage of earnings before tax.

MR. GLUCK:  Okay.  Thank you.  I understand.

Just two last questions, and then we could take a break.  So in the updated response to part E of Staff 285 OPG noted that it would proceed to finalize draft 2019 compensation benchmarking results based on the previous three-segment methodology and file this study.

What I want to confirm with you is that the intent is that that new study will have all the same types of information that we see in the study that's currently filed based on the two-segment approach, so things like base salary, total direct compensation, total remuneration, including and excluding PTO, inclusion of Hydro One grants, pension and benefit benchmarking, and all of the details around the methodology and comparators.

Is it all the same information going to be provided?

MR. KOGAN:  I think I can confirm on behalf of the panel that the answer is yes.

MR. GLUCK:  Okay.  Thank you.  Final question is, OEB Staff provided a document called "Technical Conference Questions for WTW" to OPG yesterday.  We ask that OPG undertake to have WTW respond to these questions.

MR. KOGAN:  We will undertake to ask WTW to respond, and whether they cannot respond.  If that were to be the case, we would indicate that.

MR. GLUCK:  That's great.  Thank you.  So --


MR. MILLAR:  Okay.  That's JT3.10.
UNDERTAKING NO. JT3.10:  TO HAVE WTW RESPOND IF POSSIBLE TO THE QUESTIONS PROVIDED IN THE DOCUMENT ENTITLED "TECHNICAL CONFERENCE QUESTIONS FOR WTW"

MR. GLUCK:  So this is a good time for us to break.

MR. MILLAR:  Perfect.  Okay.  It's just after 12:30.  Why don't we come back at 1:20.

MR. GLUCK:  Thank you --


MR. MILLAR:  And is it you, Mr. Gluck, or is Ms. Kwan taking over?

MR. GLUCK:  No, it's going to be Ms. Kwan.

MR. MILLAR:  Okay.  Great.

MR. GLUCK:  Thank you, panel.
--- Luncheon recess taken at 12:31 p.m.

---  Upon resuming at 1:21 p.m.

MR. MILLAR:  Crawford, let's go back on the record, and I'll pass it over to you.

MR. SMITH:  Prior to the break, we had indicated we would consider a number of matters over the lunch hour.  Let me just touch on a couple of them, or at least one of them, and then I'll ask the panel.

So there was a request to make a request of the IESO, which I understand to be a request to ask the IESO for a letter about how it is going to incent OPG to participate in a day ahead market, and to file that letter in the application.  We will make that request.

MR. MILLAR:  Thanks, Crawford.  I know you're kind of summarizing here, so let's leave it at that.  I'm not sure the focus was entirely on incenting OPG, but more about that OPG, in response to Staff 1, stated it was kind of its assumption there wouldn't be changes to the way payment amounts were settled, or how settlement was done to deal with IESO, and wasn't clear from that report whether that was also IESO's view.

I think we're all circling around the same thing.  So anything you can get from the IESO in that regard is helpful, so thank you.

Should we give that an undertaking response?

MR. SMITH:  We should.

MR. MILLAR:  Let's call that JT3.11.
UNDERTAKING NO. JT3.11:  TO REQUEST THAT THE IESO FILE A LETTER ABOUT HOW IT IS GOING TO INCENT OPG TO PARTICIPATE IN A DAY AHEAD MARKET.

MR. SMITH:  The next item was -- Mr. Kogan, remind me.  What was the next item we were going to talk about?

MR. KOGAN:  The asset service fee.

MR. SMITH:  The asset service fee, yes.  There was a request for information in relation to the asset service fee for Kipling and beyond, and we'll see what we can do and will provide an answer to that question.

MR. MILLAR:  That's JT3.12, and it's to provide additional -- I forget exactly what it was, but additional information related to Kipling.  Is it the split between them, regulated and -- to be honest, I can't remember exactly what was asked for.

MR. KOGAN:  It was in relation to the percentage that was attributed to the regulated business for Kipling and Wesleyville assets separately going back in time, which we will undertake based on whatever information is available going back.

MR. MILLAR:  Thanks, that is -- sorry, go ahead, Lawrie.

MR. GLUCK:  As part of that, we had also asked for the dollar amounts going back, percentage and dollar amounts.  Can.

MR. KOGAN:  Dollar amounts attributed to the regulated business?

MR. GLUCK:  Yes.

MR. KOGAN:  That's fine.

MR. MILLAR:  That's JT3.12.
UNDERTAKING NO. JT3.12:  TO PROVIDE RETROSPECTIVE INFORMATION ATTRIBUTED TO THE REGULATED BUSINESS FOR KIPLING AND WESLEYVILLE, SEPARATELY, SHOWING DOLLAR AMOUNTS AND PERCENTAGES


MR. SMITH:  And I think the third request -- Mr. Gluck will correct me, if I've got it wrong -- was in relation to the nuclear development variance account, and to advise in relation to the nature of the costs which had been included in that account previously, and we will provide an answer to that is well.

MR. MILLAR:  Thank you.  That's JT3.13.  Is that all the preliminary matters, Mr. Smith?

MR. SMITH:  Yes.
UNDERTAKING NO. JT3.13:  TO ADVISE THE COSTS PREVIOUSLY INCLUDED PREVIOUSLY IN THE NUCLEAR DEVELOPMENT VARIANCE ACCOUNT


MR. MILLAR:  Thank you for that.  Thank you for the undertakings; that should be very helpful.  I'll pass it over to Ms. Kwan.

I should note as an administrative matter -- you all know my co-counsel on this file is Ian Richler, and he will be replacing me after the afternoon break.  So you will be in his tender care after the break.

With that, I will pass it on to Ms. Kwan.
Examination by Ms. Kwan:


MS. KWAN:  Hello, panel.  I'm going to start off with questions on pensions and OPEB.

I'm going to refer to F4-03-Staff-301.  I was wondering if we can pull up the Aon report in Exhibit F4, tab 3, schedule 2, attachment 1, and go to page 5.

So the pension and OPEB accrual costs in the prefiled evidence, that's based on the AR report, this summary table, correct?

MR. KOGAN:  It is correct that it is based on this report.  That's a fair statement.

MS. KWAN:  Would you be able to undertake to reconcile the accrual amounts for pension and OPEBs in the prefiled evidence to the Aon report and the amounts in this table?

MR. KOGAN:  Maybe let me start out this way, and then we can see what would be helpful.  The amounts in this report are total OPG figures.  That's the basis on which Aon prepares all their information.

OPG then allocates or attributes them to the regulated business.  So that would be the main reconciling item, so to speak.  But it's not really a reconciliation; it's just an allocation.  So I am not sure whether that is a reconciliation type request that you're making.

The second item is discussed confidentially in respect of 2025 and 2026 in a separate interrogatory that I think addressed the matter in Staff 311.

So I don't know if that's a helpful context, or what your expectation is when you say reconcile.

MS. KWAN:  So the only differences between the amounts in the prefiled evidence and this report would just be the allocation to unregulated, and also the confidential -- the reason that's laid out in Staff 311?  Is that correct?

MR. KOGAN:  That is correct.

MS. KWAN:  That's fine then.  I don't think I need a reconciliation.  Okay.  And then I wanted to go to F4-03-Staff-275, attachment 1.  This response provides a breakdown of total compensation costs broken down by amounts capitalized, and amounts capitalized to nuclear liability provision as well as OM&A.

So for the percentage that's capitalized into the nuclear liability provision, their percentage is relatively consistent from 2017 to 2024, but it increases in 2025 and 2026.

When I looked at F4-03-Staff-302, which is a similar breakdown for pensions and OPEBs, I noticed that the percentage trend is also the same for pensions and OPEBs, where 2025 and 2026 is a higher percentage than the previous years.  Can you explain why that's the case?

MR. KOGAN:  The increase in amounts that are charged to nuclear liabilities provision are driven by the fact that there is expected to be more work to be done in that area, and that relates to the defueling dewatering and preparation for the Pickering units after they are shut down.

And to further clarify, these amounts are not directly capitalized to the provision, they represent amounts drawn down and charged against the provision.  These are expenditures against the provision.

MS. KWAN:  Are they being recorded as an offset to the ARC?  Is that what you mean?

MR. KOGAN:  No, they represent debit entries to the asset retirement obligation, the liability side of the balance sheet.  They form part of those costs.

MS. KWAN:  Okay.  I'm moving on to nuclear liabilities.  I want to go to C2-01-Staff-075, on the next page, which is table 1.  So it shows the calculation of the weighted average accretion rate for the first nine tranches, and Table 2 shows the calculation of the weighted average accretion rate for the 10 tranches, including the newest tranche relating to the impact of the Pickering end-of-life extension.

The amounts for each of the tranches between tables 1 and 2 are different.  So for example, tranche 1, the amount here is 13,072, and I think it's another amount for tranche 1 in the other table.  Why would that be the case?

MR. KOGAN:  So what happens within tranches is it would increase due to the accretion year over year, and there would also be expenditures that can draw down the tranches, and they would serve to decrease them.  So the net result of those impacts is why you would see a change year over year, so to speak, in these tranche values.

MS. KWAN:  So the expenditures are allocated specifically to each of the tranches to draw it down?

MR. KOGAN:  Expenditures are distributed across the tranches; that is correct.

MS. KWAN:  Thank you.  Moving on, my next question is in reference to C2-01-Staff-078, so that's the segment reports, so note 13 of it talks about the impact of COVID-19 pandemic and states that the duration and ultimate impact is unknown at this time.

So referring to C2-01-Staff-083, it says that Staff is -- sorry, OPG is forecasting the rate of return to be 5.15 percent during the test period.  And then it says that the rate represents the rate of growth of the underlying funding liability for the approved on a reference plan, in effect, as OPG does not have any rights to the surplus funding.

So my question is does OPG expect the COVID-19 pandemic to have an impact on the forecasted rate of return?

MR. MAUTI:  The note that was in the financial statements is there just given the unknown duration and impact of the pandemic over time, so that's a fairly standard disclosure in financial results themselves.  We're still targeting and planning for a rate of return of 5.15 percent.  It is what the asset liability mix within the funds in the asset classes were invested in are still targeted to return that.

There was a shock in the financial markets, obviously, when the pandemic first took hold in March of last year, so there were some fairly large swings in the returns, but I think they have now been sort of, after the sharp decline and the sharp increase, back again, that the longer-term view is that they still should hold to that same 5.15 target term.

MS. KWAN:  Okay.  And the 5.15 is kind of like a -- I know it's not exactly -- it's a -- it's not a cap, but it's -- you can't go higher than the 5.15; is that right?

MR. MAUTI:  There are a variety of mechanisms within the funds.  The 5.15 being referred to in Staff 78, which I think is on the screen -- or 83, sorry, 83 is on the screen there -- that's in relation to when both the used fuel and the decommissioning funds, if they are fully funded, then what we do is we cap the amount that we can't actually show on our financial statements irrespective of what the actual fund earns, because those -- if they were to earn, for example, an excess amount of over 5.15, we can't record and reflect those assets on our financial statements, as we are bound to only be able to record the assets that support the underlying liabilities.

So if the liabilities are fully funded and they are growing at a 5.15 sort of rate within ONFA, that determines the amount we can actually record in terms of the asset growth.  So that's why the -- but the answer to the question in the table that you see caps that amount at 5.15.  I think Chart 3 might put it into the future period as well, but that all represents a period of time when the funds were fully funded.

MS. KWAN:  Okay.  Then I wanted to go to C2-01-Staff-084.  So in response to part B it states that:

"OPG confirms if the current taxes payable method were used for the Bruce facilities, the resulting calculations at line 14 and 16 of Exhibit C2-1-1, Table 1 would achieve the same impact as the calculation at line 7 of C2-1-1, Table 1 for the prescribed facilities."





Can you clarify what this means?  Is it saying that the sums of lines 14 and 16 would be the tax impact for Bruce using the current taxes payable method?

MR. KOGAN:  It is saying that if the current taxes payable method were to be used for Bruce, there would be a number at line 14 and there would be a number at line 16, just given how Bruce impacts flow through the revenue requirement, but the result of those two lines would be the same number if you did the same for the prescribed facilities.  So I think in effect it is confirming what you're asking for, that the outcome would be the same.  I think it's just the mechanics to get there in terms of presentation would be a little different.  That's why the answer was more nuanced than simply confirmed.

MS. KWAN:  Okay.  So you're just saying that it would be broken up into the two lines, as is currently done for Bruce, but the method to calculate it would be the same as the formula in -- as used for prescribed.

MR. KOGAN:  I think I'm saying that the method and presentation would maybe differ, but the outcome would be the same --


MS. KWAN:  The outcome, as in the amount --


[Reporter appeals.]


MS. KWAN:  The outcome, as in the amount, or...

MR. KOGAN:  Yes, the amount would be the same.

MS. KWAN:  Okay.  So would this normally be the case for, if prescribed facilities were recovered using a future taxes payable method, so I guess, like, if the way that it's calculated for Bruce right now, would that apply to prescribed if prescribed was recovered using a future taxes payable method?

MR. KOGAN:  I would need to take some extra time to think through the ins and outs, so I would prefer not to do that live, Ms. Kwan.

MS. KWAN:  Okay.

MR. KOGAN:  Or I can answer that [indiscernible]


MS. KWAN:  Can you provide an undertaking for that then?

[Reporter appeals.]


MR. KOGAN:  Yes, we can undertake to confirm that if the deferred tax method were to be applied to the prescribed facilities whether the outcome would be the same as for the Bruce facilities.

MR. MILLAR:  That's JT3.14.
UNDERTAKING NO. JT3.14:  TO CONFIRM THAT IF THE DEFERRED TAX METHOD WERE TO BE APPLIED TO THE PRESCRIBED FACILITIES WHETHER THE OUTCOME WOULD BE THE SAME AS FOR THE BRUCE FACILITIES.

MS. KWAN:  I also want to talk about the tax calculation as is shown in C2, Table -- tab 1, schedule 1, table 1, note 2, if we can pull that up.  So in Table 1A, note 2.  So that shows the tax calculation for the prescribed facilities, and I think it's taking the revenue requirement minus the site fund contributions minus expenditures and add back the site fund disbursements, and then you multiply that by the tax rate and gross it up.

So in the last proceeding, the EB-2016-162, I looked at the same schedule with the tax calculation, and it
was -- the formula there was the revenue requirement minus seg fund contributions and then times the tax rate and grossed up.  So has the tax calculation changed?

MR. KOGAN:  No, the tax calculation did not change.  In the prior pre-filed evidence this evidence didn't capture the fact that the tax calculation that actually flows into the revenue requirement, which is at Exhibit F4, tab 2, schedule 1, always contained the items -- I believe it was for the expenditures in the disbursement line.  It's just that when we prepared this evidence, which attempts to show separately how much the revenue requirement relates to nuclear liabilities did not include those line items.

But there is no impact as far as the revenue requirement.  They were always in the revenue requirement, and the way they get calculated there remained the same.  In fact, I think there was probably even a footnote to this regard -- I want to say in Exhibit M1-1-1 in EB-2016-0152, where we acknowledged that for completeness, we should be including these in the C2 evidence.

But again, the actual rate for the revenue requirement which is from Exhibit F4-2-1, none of that is different from before.

MS. KWAN:  Thank you.  I want to move on to C2-01-Staff-085.  On page 4, starting from line 4, it states the differences between the return on rate base component and the net of forecasted accretion expense and segregated fund earnings for the prescribed facilities is, in the overall context of nuclear liabilities, relatively modest over the 2022-to-2026 period, averaging about 10 million per year in favour of ratepayers.

I think Board Staff sent some tables yesterday to OPG so that it can be referenced during this technical conference.  So I don't know if you have that handy, but in there I prepared -- there was table that's relating to Staff 85.

MR. KOGAN:  Can we pull that up?

MS. KWAN:  I want to confirm.  Is this the comparison being discussed in the sentence I just read?

MR. KOGAN:  Yes, this is the comparison that is being referenced in that sentence.

MS. KWAN:  So in the last line of this table, when the numbers are positive, OPG would have recovered more using the approved return methodology than using the methodology that incorporates accretion and seg fund earnings.  So the average of 10 million per year, that's in favour of OPG, right?

MR. KOGAN:  I was reading that the other day.  I think it was just the way you read the word "difference", and it could have been clearer.  It was meant to say that had we implemented this change, all else equal, it would have been in the favour of a ratepayer.  So I think it's a language issue in the way we wrote the response.

MS. KWAN:  Okay, thanks.  So if we go back to Staff 85, on page 2 around line 25, it states that:
"This contribution requirements under the Ontario nuclear funds agreement do not represent a proper measurement basis for OPG's costs, because they are severely front-loaded to prior periods."

Is the front loading referring to the one time special payment of 334 million OPG was required to make to the UFF in 2007?

MR. MAUTI:  That was one component of it.  But as a general principle, the contribution schedules to ONFA do result in a series of payments, UCL fund being the one example, that targets the funds to be fully funded much earlier than their actual operating life, especially now that the operating lives for Darlington and Bruce go back to the 2050s and '60s.  The ONFA agreement, when it was struck, attempted to get fully funded basis much earlier than that, sometime before 2020.  And we have been in a fully funded position on those funds since 2016.

MS. KWAN:  Would you be able to provide some kind of schedule showing the life-to-date contributions OPG has made as well as I guess, for that particular year, what funding level, I guess whether -- yeah, what funding level the funds would be at.

MR. MAUTI:  I know we have provided the evidence.  I know it's on the record, I think we can find the reference to that and provide that to you.  I think we have provided that level of detail previously.

MS. KWAN:  Okay, sure.

MR. KOGAN:  Just for my benefit, sorry, could we just again better explain the request?

MS. KWAN:  The life-to-date contributions OPG has made to the fund and also, I guess, the annual -- I guess would it be a percentage of -- the percent that the fund is funded per year?

MR. KOGAN:  So the amount of contributions and the funded status of the fund?

MS. KWAN:  Yes.

MR. KOGAN:  Thank you for that clarification.

MS. KWAN:  Would there be an undertaking to find that reference?

MR. SMITH:  Mr. Mauti?

MR. MAUTI:  Yes.

MR. MILLAR:  JT3.15.
UNDERTAKING NO. JT3.15:  TO PROVIDE THE EVIDENTIARY REFERENCE FOR LIFE-TO-DATE CONTRIBUTIONS OPG HAS MADE TO THE FUND, WITH THE AMOUNT OF CONTRIBUTIONS AND THE FUNDED STATUS OF THE FUND


MR. KOGAN:  I would also -- to the other question, Ms. Kwan, it may be of interest.  In EB-2016-0152, Exhibit C2, tab 1, schedule 2, page 11 provides some further discussion around the specifics of the front loading, if that may be useful information.

MS. KWAN:  Thank you.  Next I want to go to C2-01-Staff-086.  I want to go to table 5, and I want to get your understanding of how the total amounts recovered in lines 1 and 17 are determined.

Note 2 at the bottom says that table 5 includes the pre-tax revenue requirement impact and the pre-tax amounts projected to be reported in the impact of changes in station, and of lifetime 2017 impact resulting from optimization of Pickering station end-of-life dates deferral accounts.

I also took a look at C2-01-CCC-029, if we can also turn to that.  Table 1 shows the revenue requirement of the nuclear liabilities, including the impact resulting from the optimization of Pickering end-of-life dates.  So the total amounts recovered pre-tax on line 1 of table 5 in Staff 86, it doesn't agree to the pre-tax revenue requirement in the CCC 29, table 1, line 6 for 2022 to 2026.  And that's also the case for the after-tax amounts.  What's the difference between the two tables?

MR. KOGAN:  If we can go back to the other table, please?  Mr. Melaragno, is there anything that comes to mind from your perspective?

MR. MELARAGNO:  Nothing is ringing a bell at the moment.

MR. MAUTI:  Can you go back to the other table?  I apologize. I am trying to keep a thread.  I think we'll take that away to see why there would be a difference between these two amounts.

MS. KWAN:  Okay.

MR. MILLAR:  Okay.  That's JT3.16.
UNDERTAKING NO. JT3.16:  TO RECONCILE THE DIFFERENCES BETWEEN C2-01-STAFF-086, TABLE 5, AND C2-01-CCC-029, TO CLARIFY FIGURES FOR PRE-TAX REVENUE REQUIREMENT AND AFTER-TAX AMOUNTS.


MS. KWAN:  Okay.  And just going back to Staff 86 --


MR. MILLAR:  Donna, sorry to interrupt you.  It's Michael Millar here.  You had referred to a document earlier that Staff had circulated, and I neglected to give it an exhibit number, so I just propose to do that now just as a housekeeping matter so I don't forget.  And that's KT3.2.  And it's not on the screen, but Donna, can you just give that a title, that document?

MS. KWAN:  It's just reference documents relating to OEB Staff's questions.

MR. MILLAR:  Okay.  Thank you very much.
EXHIBIT NO. KT3.2:  REFERENCE DOCUMENTS RELATING TO OEB STAFF'S QUESTIONS.

MS. KWAN:  So I just wanted to ask about the line 3.  So under the prescribed facilities, line 3 shows the under- and over-recovery due to differences between approved and actual nuclear projection.  And that's used to include -- to calculate the total amount recovered, but there is no similar line item for Bruce down in the table below -- not the table below, but the bottom part of the table.  Why is that the case?

MR. KOGAN:  The Bruce -- the Bruce -- sorry, I apologize, I'm getting some echo.  The Bruce lease net revenues variance account trues up for reduction differences such that the ultimate amount recovered or applied is exactly the dollar amount of the Bruce lease net revenues, and for that reason there is no need for a separate line item.

MS. KWAN:  Okay.  And moving on, I wanted to go to
F4-01-Staff-271.  So this is about the Pickering end-of-life amounts.  So I think the impact of the Pickering end-of-life extension is provided in this IR, as well as Staff 377.

I just wanted to ask if you could undertake to provide updated schedules in the same format as C2, tab 1, S1, Tables 2 and 3, which shows the ARC and ARO as well?

MR. KOGAN:  So the request is to provide the updated, I'll call them detailed roles of those balances underpinning, I guess, Staff 271; is that right?

MS. KWAN:  And 337 as well.  337 provides from 2020 on and 271 provides the impact from 2022 onwards --


MR. KOGAN:  Okay.  So we would provide a set of -- I guess then I would rephrase it just for efficiency, that it would be the set of underlying schedules relating to CCC 29, which provides table 1.  You're looking for Tables 2 and 3 for those?

MS. KWAN:  Yeah.

MR. KOGAN:  Can I take it that way?

MS. KWAN:  Yeah.

MR. KOGAN:  Yeah, we will provide that.

MR. MILLAR:  That's JT3.17.
UNDERTAKING NO. JT3.17:  TO PROVIDE THE UPDATED, DETAILED ROLES OF THE BALANCES UNDERPINNING STAFF 271 AND 337.

MS. KWAN:  And then I also wanted to refer to C2-01-Energy Probe-014.  So in that response OPG indicated that it does not expect a need for recovery of costs related to Pickering NGS following the station's end of life, subject to any adjustments to the cost estimates for the nuclear liabilities that may be recorded as an increase or a decrease in the asset retirement obligation related to the station.

So my question is what might these future adjustments to cost estimates be for NGS?

MR. MAUTI:  So again, the reason why we say it's not required or expected over the life is that our accounting methodology sort of deals with existing remaining costs and attempts to collect them over the balance of the nuclear station's life.  It goes further on to say that if there were a change in estimate, for example, in what those liabilities might be after Pickering shuts down, and decommissioning of the station, for example, takes several decades to do, and there will be a need to re-estimate what those costs are going forward, so when those estimates happen post-station life it may result in an increase or a decrease in those liabilities, which would be sort of a cause for there being a delta.

MS. KWAN:  Okay.  Thank you.  That's all my questions, so I'm going to pass it on to my colleague, Tina Li, now.
Examination by Ms. Li:

MS. LI:  Hello, panel.  Hello?  So I have a question.  Can we go back to the F4-01-Staff-271, a few different variance accounts.

MR. KOGAN:  Sorry, is it possible to adjust the camera just so we can see your full face?

MS. LI:  Can you not see me?

MR. KOGAN:  Yes, thank you.

MS. LI:  I cannot see myself.  Okay.  So just to continue on this impact resulting from the Pickering Unit 1 and 4 extension useful life to 2024, first of all, that question I have is, at this stage do you have estimated gain or loss when these two units reaches end of life 2024?

MR. KOGAN:  We don't expect for there to be any gain or loss at that time.

MS. LI:  So basically there's no, you know, any asset, there's no disposal, you know, proceeds, there is no gain or loss?  Why so?  I just want to understand the reason why there is no gain or loss.


MR. MAUTI:  If I could maybe -- sorry.  Part of that
-- again, getting a lot of feedback here -- I guess the first implication is that once the station does shut down there are several decades' worth of costs related to decommissioning the site, so it still is a closed facility, but we would still have a significant amount of effort to fully decommission the site.  so that would be the first sort of, I guess, implication of there not being a gain or loss at the end of a -- or the closure of a sort of productive capability of the facility.  There's still a substantial amount of post-station life work that we'd have to do to fully remediate the site.

MS. LI:  Okay.  Got it.  Also, I have a number of questions relating to the discrepancies, seems to me, that -- between the schedules or between the tables.  So can you -- I understand that you're saying you table -- two
table -- two tables being work.  Can you pull it up?

MR. MILLAR:  Ms. Li, I'll give these exhibit numbers.  I think these are new documents, correct?

MS. LI:  Right.

MR. MILLAR:  Okay.  They'll be -- we can mark them together as KT3.3.

MS. LI:  Okay.
EXHIBIT NO. KT3.3:  TWO TABLES DESCRIBED AS OPG PANEL 3, STAFF 271, 320.

MS. PATCHETT:  Sorry, can you give me the reference or the name?

MR. GLUCK:  Yeah, let me help out.  It's titled "OPG panel 3, Staff 271, 320."


MS. PATCHETT:  Thank you.

MS. LI:  Right.  So this Table 1 is basically a reconciliation for the depreciation of ARC -- non-ARC cost, so basically that the first -- if you look at the table, so basically, the first three columns are from fixed asset continued schedule, which is Exhibit 3, table 2.  And then the fourth column is the OEB Staff calculation, basically a sum of the first three columns.  And then the fifth column is Staff 271, attachment 2, at table 2, note 3, line 3A, which is expense on non-ARC cost.

My understanding is the response to Staff 271 is the revenue requirement impact for Units 1 and 4 only, right.  Units 1 and 4 only.  So we're just trying to reconcile the number provided between the schedules and we noticed a difference in 2021 and 2022.

Can you explain the difference?

MR. KOGAN:  I'll ask Mr. Melaragno to comment on that.

MR. MELARAGNO:  There is a discrepancy in 2021, so reporting that there is an error in the note for 2021.  The number should be 463 in line 3A, and should be 427.7 in line 3B.  But the total impact on line 3C does not change.  It is still negative 35.4.  That does not impact any of the impacts in the '22 to '26 period.

The discrepancy in your table in 2022 relates to -- I think you've included the negative 38.5 in the retirement column.  That is an opening balance adjustment to the accumulated depreciation, so that should not be included as part of the depreciation within the year.

So that's why you're seeing a discrepancy.  The 470.9 million in the table is the correct number for depreciation within the year for 2022.

MS. LI:  Okay.  Since you said 2021, there is no impact and they provide two numbers.  I didn't quite get these two numbers.  So can we go back to that note?

MR. MELARAGNO:  We will file a correction for completeness, but if you want the numbers, it is going to be 463.0 in line 3A for 2021, and for 427.7 in 3B for 2021.

MS. LI:  So the delta remains the same.

MR. MELARAGNO:  Correct, negative 35.4.

MS. LI:  And the reason for the mistake is that's some adjustment?

MR. MELARAGNO:  I would call it just a linking error when we filled out the note for the table.  I would refer to it as a linking error.

MS. LI:  Can we go back to attachment 2 for Staff 271? Can we show attachment 2, and then go to table 2?  I want to ask for line 5.  In line 5, the cost of capital rate non-ARC rate base and refers to note 5, line F, 5F, right, and then we can see the number is here the 2.3 million, 2.2 for both 2020 and 2023 going forward.

If we go to note 5, which provides the supporting calculation for the cost of capital for non-ARC rate base, and then I can see that number actually kind of appears to match to 5G, the return of equity component of cost of capital instead of total cost capital which is 5F, because the number is different.  And then what we just saw was 2.3 million in 2022 and 2.2 million in 2023, but the cost of capital here has little bit slightly higher numbers.

Can I ask why?  Is it a typo, or it's supposed to be like that?

MR. MELARAGNO:  I may have to take that one away to confirm.

MS. LI:  Okay.

MR. SMITH:  Let's give that an undertaking.

MR. MILLAR:  It's JT 3.18.
UNDERTAKING NO. JT 3.18:  TO CLARIFY THE FIGURES FOR THE COST OF CAPITAL FOR NON-ARC RATE BASE IN STAFF 271, ATTACHMENT 2, TABLE 2, LINE 5 AND NOTE 5


MS. LI:  Let's go back to the table Staff prepared and sent yesterday.  Can we scroll down a little bit?

So this is basically used fuel storage disposal variable expense, which is line 7 in table 2 that we just saw for the revenue requirement impact for the Pickering Units 1 and 4 extension.

So this line actually has a much bigger number and the average -- we can see the average is calculated as 17 million per year versus the same line in the last change in end-of-life -- the Pickering end-of-life change sub-account 2017, the same line has average of 4.3 million.

Can you explain why this line item has increased significantly?

MR. KOGAN:  Yes, we could reference Staff -- I believe 75.  It is the one Ms. Kwan was referencing earlier that had the various tranches.  And while we're pulling up those tables, I will comment that the change in the discount rate that is the primary driver of the variances you're seeing was more pronounced this time around as between the tranche that is currently in effect, which I believe is at 2.94 percent going to 2.01.  So that's a very large discount rate drop, and that's the driver of the bigger difference at the top of this table you see, versus back in 2017, it was a change of 3.20 to 2.94 percent.  So it was a smaller decrease in discount rate.

I actually believe that was Staff 75, not 85.  I just wanted to point that out those tranche tables.

There you go.  You can see as between tranche 8 and 9, it went from 3.20 to 2.94.  And now if you flip to table 2 of the same -- no, still Staff 75, but table 2 of that, I'm sorry.  You can see how now it's gone from 2.94 to 2.01, so it's a bit of a discount drop.

MS. LI:  It's purely driven by the discount rate?

MR. KOGAN:  Predominantly, I would say.

MS. LI:  I also have a question for this IR response compared to another IR response.  So can you open up response H1-01-Staff-337?

In this IR, we asked for the same -- not the same, but the impact resulting from the Pickering Units 1 and 4 in terms of the 2021 revenue requirement impact.  And you refer to the 271 and also provided a 2021 estimated revenue requirement impact, I think, in the next page, attachment 1.  Can you open that attachment 1?

Okay.  So the first question is basically that items in 271, attachment 2, that table 2, is a section to -- for some amounts to be excluded and recorded in CRVA, you know, going forward from 2022 in the payment period, 2022 to 2026, if you remember, and then -- but for this one there is no such deduction.  There is no amount to be excluded and to be recorded in CRVA.  Can you explain why?

MR. KOGAN:  Mr. Melaragno, is this something that we have a ready answer for?

MR. MELARAGNO:  Can we have a quick caucus on this one?

MR. KOGAN:  Of course.

[Witness panel confer.]


MR. MELARAGNO:  Can you just repeat the question for me?

MS. LI:  The question is basically why the 2021 revenue requirement impact this table?  Basically, this table does not have a section that, you know, some amount's being excluded and recorded in CRVA.

MR. MELARAGNO:  So I believe the amount is included in this table.  We have not separated it out for this question, but I think there was a small refurbishment impact.

MS. LI:  So that this table basically includes the impact to CRVA, right?

MR. MELARAGNO:  That's what I think, yes, at this moment, looking at this table.

MR. KOGAN:  Mr. Melaragno, there's a footnote 7 I just realized is on the flip page --


MR. MELARAGNO:  Oh.

MR. KOGAN:  -- there.  That may just answer.  So I apologize for the back and forth, but these are the detailed tables, as you can appreciate.  So I think that -- that is your equivalent answer there, Ms. Li.  It's excluded, and we just didn't show a separate line.  We just note it in the footnote.

MS. LI:  Okay.  Okay.  Got it.  Okay.  So can we go back still to this table, scroll up, scroll up to the main table?  Right.  So for 2021 that depreciation spends no asset retirement cost here.  It shows 2021 is the credit, 19 million, decrease of 19 million, so can we go back to 271, attachment 2, and then go to note 3.  Note 3.  Yes, here.  And now we can see this table basically provides support calculation for the impact of the depreciation on the ARC.  And then here it shows 2021 that decrease of 35.4 million for impact of the two units, and that's an extension, the impact on the ARC, depreciation impact on the amount, 35.4 is the number versus the other table has a decrease of 19.

Like, my understanding is that these two tables supposed to, you know, refer to the same thing.  So can you, you know, can you provide an explanation or reconciliation?  If you cannot provide now, you can do an undertaking.

MR. KOGAN:  Mr. Melaragno, are you able to provide an explanation now?

MR. MELARAGNO:  Yes, I will provide one now.  The amount you referred to for 2021 in the previous table uses EB-2016 in-service amounts to calculate the impact, because that is the in-service amount that underpins our current rates.  The amount for 2021 in Staff 271 on the screen right now reflects the most recent in-service amounts that will underpin rates in the current proceeding.  So for continuity we use the EB-2020 in-service amounts, so it basically reflects differences between EB-16 and EB-2020.

MS. LI:  So I still don't quite follow, so both question asking about the impact of the extension of end of life for two units, Pickering Units 1 and 4, sub-account 2020, which was just established effective January 1st, 2021, right?  So that's the basis for this -- for this account, for accounting should be -- for 2021 should it be -- yes, last payment order, and then going effective 2022 it's going to be this payment order, so why is there a difference, sorry?

MR. MELARAGNO:  The way I look at it is, you know, what would your depreciation impact for Pickering be if you had extended the life in EB-16, so you have to use the same assumptions that underpin our current approved rates from EB-2016.

MS. LI:  Right, for 2021.

MR. MELARAGNO:  For 2021.  On a go-forward basis, because there is continuity involved, for 2021 you need to use the in-service amounts that roll into your 2022 onwards rate base.

MS. LI:  Right.  So why is there a difference here?  Is this the table, the number we look at now, was the basis for this 35.4 is not --


MR. MELARAGNO:  Sorry, the basis for the 35.4 is the in-service amounts that underpin this current application.

MS. LI:  Oh, okay.

MR. MELARAGNO:  Whereas the previous table was EB-2016 in-service amounts.

MS. LI:  Right.  So technically for the accounting perspective that should be -- the other table should be the one -- the proper one to present, right?  Am I correct?

MR. MELARAGNO:  For the other undertaking; that's correct.  For Staff 271, the way it's -- the 35.4 is correct, because it has to -- there has to be continuity.

MS. LI:  All right.  But this is just for presentation purpose that there wouldn't be any impact on the balance of this account?  Am I correct?

MR. MELARAGNO:  What do you mean by that, sorry?

MS. LI:  So this is just the presentation purpose for you to present the -- that there's continuity, a fixed-asset continuity, instead of having any impact on the account itself?

MR. MELARAGNO:  For '22 to '26, yes.

MS. LI:  So there is no impact, okay.

MR. KOGAN:  I want to make it very clear.  I think we're saying there is no impact on the 2021.  The 2021 balance in the account will not be calculated off the chart that you see this exhibit, but the balances in '22 to '26 will be calculated off this chart that you see in this exhibit, including 20 --


MS. LI:  All right.  Let's move on.  Let's open the Staff -- actually, can we go back to that table, to that document?  Can we scroll -- okay, scroll down here.

There's another table we compiled.  Actually, this is from another IR response, which is attachment 1, Staff 320, and a number of accounts.   And in this IR, we asked OPGE about your staff disposing the 2020 balances for [inaudible] variance accounts.  And then you said basically is you prefer not to do it, and that instead to do it in the next DVA application which is to be filed in 2023.

So here I pulled up a number of accounts, and I would like to ask you about these accounts.

The first one we looked at line 29 from that table is basically income and then other tax variances for nuclear.  I want to try to understand that, these accounts, 2020 transactions basically is it includes that CCA difference which is credit to 3.4 million as [inaudible] in another response you provided.  That CCA difference between the legacy [inaudible] and then the salary [inaudible].


MR. KOGAN:  Mr. Melaragno can comment on the balances in these accounts.


MR. MELARAGNO:  If we can maybe pull up Staff 320, attachment 1, just to see the table.

MS. LI:  Go to the next page which shows the 2020.  The next -- yes.  So here, line 29.

MR. MELARAGNO:  Apologies.  You want to confirm
that --


MS. LI:  I want to confirm this account is basically 2020 transaction is calculated increase calculate CCA difference, right?

MR. MEALRAGNO:  Yes --

MS. LI:  It's not going to be changed, right?  That 2020 transaction?

MR. MELARAGNO:  I can't say it won't change.  I don't think it will change materially; it is a forecast.  But I think it's --


MS. LI:  Because it's based on your approved amounts, calculated on your approved base amounts?

MR. MELARAGNO:  I wouldn't expect the amount to change materially from this table.

MS. LI:  So the --


MR. MELARAGNO:  I apologize.  I was thinking about the forecast.  This is 2020 actual, I believe, this table?


MS. LI:  Yes, that's right.

MR. MELARAGNO:  I apologize for that.  It will not change.

MS. LI:  Okay.  So can we go back to the table that compile -- the table in the word.  So these are basically
-- because all these are coming from attachment 1, and then these amounts are not going to be changed.  And then -- especially the pension, minus any pension cash and then owed to variance accounts, and impact resulting from the change to Pickering station end of life fund.  So that comes in 2017 and amount is -- my understanding, is not going to be changed as well, based on the calculations.

So my main question is basically what is your thoughts of disposing these accounts, the 2020 balance for these Accounts?  Because we can see that these accounts give the -- you know, by disposing now, you're basically refunding to the ratepayers 207 million.

MR. MELARAGNO:  Maybe I can direct this to Ms. Arseneau.

MS. ARSENEAU-MACKINNON:  Thank you.  I believe we provided an answer in another interrogatory response on sort of not having the audited balances for accounts and evidence drafted, et cetera, and so proposed it would be administratively more efficient to deal with our 2020 balances in a separate proceeding at the time that we proposed disposition.

MS. LI:  Okay.  So there's no alternatives?  Like you're not thinking of disposing certain accounts even though it's not going to be changed.  You know, it's basically just based on a calculation and then not going to be changed, basically?

MS. ARSENEAU-MACKINNON:  It's not our proposal to clear these balances.

MR. KOGAN:  Ms. Li, I would like to also add -- you started this whole line of questioning with a statement that we said we will seek to clear these balances in a separate DVA application in 2023.

For the record, to be clear, we said we would seek to clear these balances in a future proceeding.  And in that interrogatory, we laid out some expectations around the DVA application.  I just wanted to be clear about that.

MS. LI:  Okay.  These are all my questions.  Now I'm going to pass to my colleague for her questions.
Examination by Ms. Zhang:


MS. ZHANG:  My name is Shuo Zhang, OEB Staff.  All my questions this afternoon relate to your payment amount smoothing proposal.  Let's start with Staff 334.  Can we plus pull up I1-03-Staff-344.  Specifically I am looking at attachments 3 and 4.  I will start with attachment 3, and I will come to attachment 4 later.

So this attachment provides a summary of outcomes for each of the rate smoothing alternatives which are reviewed by OPG in the prefiled evidence, as well as requested by us through interrogatories.  Specifically, I'm interested in the two financial reliability metrics which are ECF pre-working capital to debt ratio, and the FFO to debt ratio.

My first question is are these corporate wide metrics, or metrics for the regulated business?

MR. MAUTI:  These would be overall corporate measures and metrics.

MS. ZHANG:  Do you assume same amount of debt for each of these scenarios?


MR. MAUTI:  Yes, the level of sort of corporate-level financing debt were consistent throughout.  I think the options just looked at different smoothing proposals and trajectories against a common set of assumptions.

MS. ZHANG:  Can you provide the debt you used for each year over the IR term, or will that be confidential information?

MR. KOGAN:  I would like to caucus, please.

MS. ZHANG:  Sure.

MR. KOGAN:  Thank you.

[Witness panel confers.]


MR. MAUTI:  One thing I did want to correct is that we did say it's the same level of debt for each one of these scenarios.  Obviously the different scenarios get into the level of cash flow through a rate-smoothing proposal as that level of cash is different under each one of the options.  By definition then the calculation of debt would go up or down depending on the level of cash flow coming in over the years through each one of these scenarios, so other than as impacted by the smoothing scenario the debt is the same, but it is altered depending on which scenario you're looking at.  So I just want to be clear with that, if I'm not making myself clear now.

MS. ZHANG:  So the previous question I asked, I understand for each year over the IR term that that will be different, so I'm asking, are you using the same number of debt for the five years for each of the scenario or each one of them have a different number of debt over the five-year period?

MR. MAUTI:  Well, as you just said, depending on the cash flow coming in and the pattern over the five years, the resulting debt will be different for each one of those years as a result of the smoothing scenario.

MS. ZHANG:  Yes, that's different for each one of the year, but will that be -- like, say for 2022, will the debt number for scenario A equal to the debt number for scenario B?

MR. MAUTI:  No is the simple answer, just because of the smoothing difference between scenario A and B.

MS. ZHANG:  Oh, okay.  So each one of the scenario, the debt number is different?

MR. MAUTI:  Again, by definition it would have to, since the --


MS. ZHANG:  Okay.

MR. MAUTI:  -- cash coming in will be different under each of the scenarios.

MS. ZHANG:  Okay.  Then maybe I'm just interested, of course, the OPG proposed a scenario A, scenario B, so is that possible you provide me the debt level you used in that scenario?  The overall level, including regulated and unregulated business?

MR. MAUTI:  I guess what you're looking for is how it is these -- the financial measures were calculated, if that would be a -- what you're trying to do with the different debt levels?

MS. ZHANG:  To understand these metrics better, yes.

MR. SMITH:  Sorry, I'm not sure I follow the question.  Can we restate it?

MS. ZHANG:  Can you please provide the debt amount you used for each year over the IR term for scenario E, which is the OPG proposed scenario for rate smoothing.

MR. KOGAN:  I think we can provide that with appropriate confidential caveats.

MS. ZHANG:  That would be great, thank you.

MR. MILLAR:  That's JT3.19.
UNDERTAKING NO. JT3.19:  TO PROVIDE THE DEBT AMOUNT USED FOR EACH YEAR OVER THE IR TERM FOR SCENARIO E, WHICH IS THE OPG PROPOSED SCENARIO FOR RATE SMOOTHING.

MS. ZHANG:  Okay.  Regarding the FFO2 debt metric, my understanding from the pre-filed evidence is that the threshold set by the financial agencies is 30 percent for this metric; is that correct?

MR. MAUTI:  I believe that to be correct, yes.

MS. ZHANG:  So when I'm looking at the numbers here, you're telling me that none of the scenario here has that threshold, like, none of them meet this test?  Because they're all lower than 13 percent, right?

MR. MAUTI:  That is correct.

MS. ZHANG:  Thank you.  Next, regarding the CFO to debt ratio, similar question regarding the threshold.  The threshold for this is 12 percent, right?  I think you also mentioned earlier this morning.

MR. MAUTI:  Correct.

MS. ZHANG:  Thank you.  I think you already explained this this morning during the cost-of-capital discussion, but I just want to make sure I understand it correctly.  I'm looking at, for example, scenario E here, where you see a value of 12 percent, we see a value of 12 percent for the CFO to debt ratio here, so does that mean that at least one year over the IR term you will have a value of 12 percent and the rest of the year a higher than 12?  Is that right?

MR. KOGAN:  I think it's correct that at least one year would be at 12.0.  There could be more than one year, but at least one year at 12.0.  And whatever is not at 12.0 will be higher than 12.0.

MS. ZHANG:  Thanks.  Can you please specify which year or years as you mentioned over the IR term each scenario results in the lowest value you're showing here -- maybe by undertaking?

MR. KOGAN:  For all scenarios A to I?  Is that your request?

MS. ZHANG:  Yeah.  I just want to get a sense of whether it's earlier in the value period or later.

MR. KOGAN:  I think we can do that.

MS. ZHANG:  Thank you.

MR. MILLAR:  That's JT3.20.
UNDERTAKING NO. JT3.20:  TO SPECIFY WHICH YEAR OR YEARS AS YOU MENTIONED OVER THE IR TERM EACH SCENARIO RESULTS IN THE LOWEST VALUE YOU'RE SHOWING, FOR ALL SCENARIOS A TO I


MR. KOGAN:  For the ratio we are discussing right now, right, the 12 percent ratio?

MS. ZHANG:  Yeah, you can just give me the sample to ratio.  It sounds like we don't need to worry about the others at all.

MR. KOGAN:  We are on the same page.

MS. ZHANG:  Moving on to Staff 345, I1-03-Staff-345; it's also about the financial viability test.

So in part B, we asked you to confirm that none of the scenarios requested by Staff fill the financial viability metrics, and the response was no, and you stated that each alternative proposed by Staff fail on both the financial viability metrics.

In response C -- can you scroll down to the second page, please?  Stay here, thank you.  In the first line, you state that the average payment amount increased less than 4 percent in 2022 is projected in CF to debt ratio below the threshold.

Can we pull up Staff 344, attachment 4, please?  Can we go to 12 of 18.  Thank you.  In this table, I am actually seeing the increase in weighted average payment amounts for 2022 is at 9.1 percent which is higher than the 4 percent threshold you mentioned in responses to Staff 345.

So I just wonder why that's the case.  I would imagine with a higher percentage increase, you will collect more cash flow which will result in a better ratio, a higher ratio.

MR. KOGAN:  I personally need a minute to examine the tables, but maybe Ms. Arseneau has a quick answer to that.

MS. ARSENEAU-MACKINNON:  Yes, I do suspect the answer is that if you look in further years in the 2022 to 2026 period in table 12, there are years where the change to the weighted average payment amount is a decrease as opposed to an increase.  So it is possible that that is the difference between this scenario and other scenarios.

So where the payment amount increase is higher in the early year in 2022, there are decreases in later years in that scenario versus in the proposed scenario, scenario E, you have increases in all years.

I would want to confirm that of course, but I suspect that may be the answer.

MS. ZHANG:  That makes sense to me.  So you are now specifically talking about 2022; you're talking about the lowest value over the five year period?

MS. ARSENEAU-MACKINNON:  That's right.  We assessed the correct metrics over the five years, and that could be an early year, it could be in a latter year.

MS. ZHANG:  Does that mean to meet the 12 percent threshold for each year over the IR term, you need a -- there is there a certain minimum level of payment amount, weighted average payment amount for you to meet that threshold?

MS. ARSENEAU-MACKINNON:  In each year, there would certainly be a minimum weighted average payment amount required to meet our financial viability targets.

MS. ZHANG:  Yeah, it would be the case.  I'm just doing the calculation.

MS. ARSENEAU-MACKINNON:  I just don't know sitting here what that number is.  It would be different for each year, depending on our production and other financial obligations.

MS. ZHANG:  Can you please provide a number?  I would be interested to take a look.

MS. ARSENEAU-MACKINNON:  If I understand the question, just to make sure we get you what you need, you would like to know what the lowest weighted average payment amount would have to be in all years of the rate term and still meet our financial viability metrics for all years of the rate term?

MS. ZHANG:  That's right, the lowest amount in WAPA is to meet the 13 percent -- sorry, the 12 percent to meet that ratio.

MR. KOGAN:  Can I offer some additional context?  I understand the mathematical request that you are making.  I think there is a broader context to this.  That 12 percent is the minimum value the rating agency set out.  I'm not sure that it would be a strong enough view to say, well, we've hit the bare minimum for all five years and that's all we've done.

I just want to put that out there that there is sort of an overall trajectory and pattern that I'm sure agencies would be looking for.  To say we're kind of scraping the bottom here for a period of five years, which is rather extensive, I think that would be a general thought that we wouldn't want to do that from an overall -- does it make sense for financial viability beyond the specific mathematics that you're asking.

MS. ZHANG:  Okay, I will that.  Moving on, my last question is -- can you please pull up I1-03-Staff-343, please?

MR. MILLAR:  Ms. Zhang, are we getting that undertaking as Ms. Arseneau described it?  I didn't mark it.

MS. ZHANG:  I think that's a no, and I'm fine with that.

MR. MILLAR:  That's fine, thank you.

MS. ZHANG:  In this IR, we -- maybe starting with the prefiled evidence, you provided high level calculations supporting the 2027 to 2031 and 2032 to 2036 anticipated revenue requirement.

We asked in this IR whether deferral account dispositions are considered in the rate analysis.  And in the response, you stated that OPG confirms that the disposition of rate smoothing deferral account is considered in the evaluation.

We actually meant to ask about the other DVA balances, and whether or not you considered them in this analysis.  So can you please clarify?

MR. KOGAN:  I'll let Ms. Arseneau or Mr. Melaragno address this.

MS. ARSENEAU-MACKINNON:  I would say -- I would like to say no, but subject to check, if that's all right.

MS. ZHANG:  Okay, thank you.  That's all my questions, thank you.

MR. MILLAR:  Thank you, Ms. Zhang.  Up next we have CME, which I think is Mr. Pollock, but we're kind of close -- Mr. Pollock, I put you down for 40 minutes.

For the witnesses, would you like to take a break now, or would you like to get another ten minutes?

MR. MAUTI:  I'll ask for the break now.

MR. MILLAR:  That doesn't surprise me.

MR. SMITH:  There is nothing wrong with that, John.

MR. MILLAR:  We can all use a leg stretch.  So let's come back -- let's say 3:10.  Thank you.
--- Recess taken at 2:52 p.m.

--- On resuming at 3:10 p.m.

MR. RICHLER:  Welcome back, everyone.  My name is Ian Richler, just for the record.  I'm coming on as a late-inning reliever for my colleague, Michael Millar.  Next up we have Scott Pollock on behalf of Canadian Manufacturers & Exporters.  Go ahead, Mr. Pollock.
Examination by Mr. Pollock:

MR. POLLOCK:  Thank you very much, Mr. Richler, and thank you very much, panel, for your time.  Given that it's Friday afternoon, I'm sure you will all be heartened to know that I am not planning to take my full allotted 40 minutes.  There were several areas that had been covered quite capably by others.

I did want to start off with a couple of what I presume will be undertakings or I suppose refusals.  But I sent yesterday two documents.  One was a list of questions to various third-party experts, follow-up questions to interrogatories, and I would ask that OPG undertake to ask those follow-up questions of their experts.

MR. SMITH:  Sorry, just one second, Mr. Pollock.  I'm just pulling that back up.

MR. POLLOCK:  Yes, certainly, Mr. Smith.

MR. SMITH:  Yeah, can we just quickly conference?  Sorry, just one second.

MR. POLLOCK:  Yes, certainly.

MR. RICHLER:  Lillian, are you able to put them in a breakout room?

MS. ING:  Yes, you should see the message.

MR. RICHLER:  Thank you.

[Witness panel confers.]


MR. SMITH:  Yeah, Mr. Pollock, that's fine with respect to the experts.

MR. POLLOCK:  Okay.  Well, I guess that sort of begs the question for the next one, but I also sent you a list of audit reports, and this is a follow-up to the summaries that you've helpfully provided, and I --


MR. RICHLER:  Sorry, let's give that an undertaking number.  That's JT3.21, to pass on Mr. Pollock's questions to the experts.
UNDERTAKING NO. JT3.21:  TO PASS ON MR. POLLOCK'S QUESTIONS TO THE EXPERTS.

MR. POLLOCK:  Sorry, thank you, Mr. Richler.  I got ahead of myself there.  With respect to the other document, as I mentioned, it was a list of audit reports that were disclosed either as summaries or as a list in response to, I think it was SEC 11, and I would ask that OPG as an undertaking undertake to provide me the originals of the reports that were listed in the document that I sent you yesterday.

MR. SMITH:  So that one is problematic, Mr. Pollock, and let me explain briefly why.  The list, as you'll be aware, is extensive.  You know, I don't know whether -- it's at least -- well, looking at it, it's at least 60-plus reports that you're asking for, and it's not clear to me how the level of effort required to produce those documents is commensurate with the benefit of producing them, and you will obviously, you know, be aware of the rules relating to the reasonableness of the request.  Frankly, it strikes me as an indiscriminate request, and just so that you understand where we're coming from, those reports in total would be many, many, many hundreds of pages, which would have to be reviewed manually for confidentiality, which is going to take somebody a long, long time, and so I would invite you to consider whether this is a request that can be narrowed, having regard to the volumes of material that is already on the record, and, you know, if it can be then we will reconsider our position.

MR. POLLOCK:  Well, I don't know that sitting here today I'm able to narrow it.  You know, I --


MR. SMITH:  You don't need to do it this minute.  You don't need to do it this minute.

MR. POLLOCK:  All right.  Then I guess what I would -- how do you want to deal with it in the interim such that I would have a chance to get back to you with some sort of --


MR. SMITH:  Well, we're going to be back on Monday, and if you and I want to have an exchange on Monday that's fine.

MR. POLLOCK:  Okay.  Well, I have your position on that, and I will let you know on Monday if anything has changed.

MR. SMITH:  Thank you.

MR. POLLOCK:  Okay.  So if we could go briefly to Exhibit B3, tab 1, schedule 1, and just table 1 is fine.  And thank you very much for bringing that up.

So I just want to ground the witnesses for a second in the structure of this table.  You will see that they have prescribed facility categories, and it sets out Darlington and various categories, the D2O, Pickering, et cetera.  Do you see that?

MR. KOGAN:  Yes, we have it.

MR. POLLOCK:  And as I understand it, most of the rate base tables that are presented have that same sort of breakdown that you can see if we scroll down a page.  It will have a very similar style of breakdown -- oh, sorry, if you go back up one there's another table down at the page down.  You will see they break it down in some fashion.

What I would ask you is to undertake to provide the total capital cost allowance, so the CCA deduction, in each year from 2022 through 2026, broken down in this same fashion, so in the same prescribed facility categories that are listed in this table, but providing the total CCA deduction for each of the planned years.  Is that something that you can undertake?

MR. KOGAN:  I think the short answer is no.  We don't necessarily track CCA which are pooled classes by the same categories.  I recall there was actually an interrogatory related to something along these lines in EB-2016, and that was our response, so certainly it couldn't be done with reasonable effort.

MR. POLLOCK:  Okay.  Understood.  So just to be clear, there is sort of a global pool, or at least the pools are not divided along the same lines, such that you can extricate these categories from the pools that are existing?

MR. KOGAN:  Not easily, and there is no way --


MR. POLLOCK:  Okay.

MR. KOGAN:  -- for to us do so.

MR. POLLOCK:  Okay.  Thank you very much.

So if I could then take you to CME number 8, which is Exhibit L-A1-03-CME-008.  So in this interrogatory we asked about, I guess they're relatively new bodies, which are the asset management oversight and project management oversight committees and sort of their roles now that they have been split out from the AISC; did I get that right?  They're new bodies, and they recently split from the AISC?

MR. KOGAN:  I'm not sure if anybody on the panel has greater familiarity with the various project bodies.  Ms. MacDonald, perhaps you'd be the best person.  [inaudible] who this interrogatory was for, for a different panel, so we're --


MS. MACDONALD:  Yes, this would have been a panel 2 question.  If I understand the question, is it that the asset management oversight and project management oversight committees have replaced the former AISC?  Is that the question?

MR. POLLOCK:  Yes, this was sort of a backgrounder.

MS. MACDONALD:  To the best of my knowledge, they have.  Either one or both of them have.

MR. POLLOCK:  Okay.  Given that you're not necessarily in the best position to answer these questions, maybe I can cut to the chase.  Can we go to Exhibit D2, tab 1, schedule 1, page 8 of 18?  And could we scroll down a bit, please?  Okay, that's good.

I have just really one question that I wanted to know about, because I've been asking about the reporting that these bodies do and it's been somewhat difficult because I guess the number of reports are quite voluminous.

But as I understand it, if we're reading here at 3.3, the PMOC oversight includes ensuring projects are executed within the approved timelines, overseeing project expenditures against plan, and ensuring deviations from the plan have documented lessons learned and corrective actions to prevent recurrence.

I guess I'll ask the panel first if it's within anyone's knowledge.  But do any of you have an understanding of how this works?  Like if there is an overspend or if there is a timing spillover, how does the PMOC ensure deviations from the plan have lessons learned and corrective actions taken?  What does that look like?

MR. SMITH:  Mr. Pollock, I don't know what the members of the panel know about this.  I certainly don't want them to guess.

MR. POLLOCK:  Certainly not.  If you have to guess, then let me know.

MR. KOGAN:  I'm not able to answer that question.  If anybody else on the panel is, I'm sure they will speak up.  But I cannot answer the question.

MR. POLLOCK:  I would ask for an undertaking for OPG just to explain what this looks like, how they are -- how the PMOC is able to oversee projects, where and how do they record lessons learned and what sort of corrective actions do they take to prevent recurrence?

MR. SMITH:  The concern I have, Mr. Pollock -- I'm not trying to be difficult, but this was clearly a question for panel 2, and sort of obviously so.

I don't want to give an undertaking because I guess the extent of the undertaking I'll give is to put the question to panel 2.  I don't know what the response is and I'm not prepared to commit to providing any particular kind of response.

But I'll put the question to them and let you know our position in response to it.

MR. POLLOCK:  Certainly.  Mr. Richler, could we get an undertaking response for the undertaking that was given?

MR. RICHLER:  Yes, that would be number JT3.22.
UNDERTAKING NO. JT3.22:  TO EXPLAIN HOW THE PMOC IS ABLE TO OVERSEE PROJECTS, HOW OPG RECORDS LESSONS LEARNED, AND WHAT SORT OF CORRECTIVE ACTIONS THEY TAKE TO PREVENT RECURRENCE.


MR. POLLOCK:  I won't belabour that area of questioning any further.  But let me, I guess, put out the next area and see if we have the same difficulty.

I'm interested in understanding the customer consultation and how that fed into the business plan.  Is this the appropriate panel for that?

MR. KOGAN:  Yes, please go ahead.

MR. SMITH:  That is.

MR. POLLOCK:  Good stuff.  So if we could go to Exhibit A2, tab 2, schedule 1, page 24 of 36 to start off with, please.

MS. PATCHETT:  Could you give me that exhibit again, please?

MR. POLLOCK:  Exhibit A2, tab 2, schedule 1, page 24 of 36.  I had asked -- and they will provide me their answer -- but I wanted to get OPG's view because, as I understand it, OPG was tasked with taking this information, this customer consultation information and actually turning it into some actionable plan for the business plan and OPG going forward, is that right?

MS. MACDONALD:  These are the priorities that were put before customers when we were seeking to understand their needs and priorities in the first phase of our customer engagement exercise.

MR. POLLOCK:  Right.  So what I was thinking of is you guys had to take those priorities and actually put some sort of logistics around the plan that you would implement, right?  It's not just sort of the abstract appears what we prefer, but you guys had to put it into action, right?

MS. MACDONALD:  So as part of the first phase of our consultation, we asked customers what their priorities were in terms of OPG service and their needs.  We took their feedback in terms of what their important outcomes were and then prior to seeking additional information from a business planning perspective, we sat down and came up with a series of questions in relation to various business planning decisions that had appropriate values and tradeoffs, in order to include in the customer work book that we put before customers for the second phase of our consultation.

MR. POLLOCK:  Okay.  I guess that leads me to this question.  So I understand this table is the first sort of part of the consultation, if you will, and that there was the actual decisions, the investment decisions which made out the second part of it.

Do these outcomes -- can you point to -- like are these outcomes done in the first part of it, do they flow into the business plan, or is it just the second part with individual investment decisions that is sort of flowed into the business plan?

MS. MACDONALD:  Customers identified what their top outcomes were, and they're not necessarily in the order that we're looking at on this table.  Their outcomes are identified in another section of our evidence.

But we identified what their top outcomes were and we came up with various topics that reflected those priorities.  And we asked a series of questions, again with various tradeoffs.  And based on that input, we took that input on those topics to our business planners so that input could be considered as part of our business planning process.

MR. POLLOCK:  So the input that made it into the business planning process was the second part, that was the individual investment decisions, is that correct?

MS. MACDONALD:  Correct.

MR. POLLOCK:  Okay.  So these sort of broad -- they're not specific investments.  Did these broad -- they're  not specific investment decisions, these sort of broad outcome priorities -- did these more broad outcomes, did they make it into the business plan?  Did you tell business planners it's important to ensure safe an environmentally responsible disposal of nuclear waste?  Or was it just the individual investment decisions that made into the business plans?

MS. MACDONALD:  These outcomes and priorities, and particularly the top outcomes and priorities that customers rated should be reflected in our business plan.  Providing low-cost power, the responsible and safe disposal of environmental waste, minimizing our environmental footprint, and operating in a safe manner are certainly all reflected in our business plan.

MR. POLLOCK:  Okay.  Thank you.  So it seems very interesting to me that -- I was going through the evidence, and in this we have operating in a -- sorry, producing low-cost power as being the very important category.  Do you see that?  It's the second checkmark under "very important"?

MS. MACDONALD:  Yes.

MR. POLLOCK:  And if we scroll down a little bit, we'll see -- you see that it's actually the number-one outcome priority?  Rather than being in sort of the second column it's actually leapfrogged this sort of safety aspect to be the most -- yeah, I guess the highest outcome priority for customers.  Do you see that?

MS. MACDONALD:  Yes, I do.

MR. POLLOCK:  Okay.  And so can we go to Exhibit A2, tab 2, schedule 1, attachment 4, please, and if we go to page 40.  And so here again this is in the workbook or in the survey -- I don't know if it was the workbook specifically -- but it talks about, is there anything in particular that OPG could do better for you, and the top answer -- the top two answers really are about cost and sort of cost containment.  Do you see those?

MS. MACDONALD:  Yes.

MR. POLLOCK:  Okay.  So there seems to be -- you know, in certain parts of the consultation there seems to be a focus on costs, but at other points it seems like cost is secondary to either safety or if we'll -- we can go to the -- and I'll go to it in a second, but in terms of the actual individual investment decisions, it seems like customers aren't necessarily as concerned with cost in those areas.

So my question to you is this.  When you're trying to derive something from this study, when you're trying to say, okay, what is it that customers want, how do you reconcile what seems to me to be two different answers in terms of what's more important?

MS. MACDONALD:  I think when you look at Innovative's report and the results of that report, well, customers identify cost as important, particularly when it, you know, came to OPG's nuclear facilities and the specific investment decisions that they needed to make, reliability and safety were very important considerations, and since this overrode the importance of cost.

MR. POLLOCK:  Okay.  So in essence, in OPG's view or at least the way you understood the report, the specific investment decision answers trumped anything that was otherwise said through -- regarding cost being the most important?

MS. MACDONALD:  Correct.

MR. POLLOCK:  Okay.  So I'm also interested with respect to what was presented to customers here, and I presume that since Innovative doesn't necessarily -- it's not a, you know, asset manager and power producers, that you provided, you know, a lot of the costing and the tradeoffs and the investment decisions to Innovative; is that right?

MS. MACDONALD:  We worked collectively together with Innovative to ensure that we came up with the right investment decisions to put before customers.

MR. POLLOCK:  Okay.  And so how were these specific investment decisions chosen to be the ones that were put forward?

MS. MACDONALD:  So we looked at those investment opportunities or decisions where there were tradeoffs that could be made.  Given the nature of OPG's business and the overriding importance of regulatory safety and environmental issues, we don't have as much discretion in terms of our investment decision, so we needed to make sure that we had decisions where there were clear tradeoffs and where we had discretion.

MR. POLLOCK:  Okay.  Is this -- like, so I understand your answer, and thank you.  Are the ones listed the biggest ones with tradeoffs, the only ones with tradeoffs?  How did you winnow down the list, or are these the only ones that have tradeoffs that were clear enough?

MS. MACDONALD:  At the time these were the investment decisions that presented the best tradeoffs for us to put before customers.

MR. POLLOCK:  Okay.  And so we have -- can we go to page 45, please, of the same document.  So if we could scroll down, please.  For each of these, as I understand it, there are a number of sort of pros and cons that are listed; is that right?  So for -- sorry, each investment decision has pros and cons listed, right?

MS. MACDONALD:  Correct.

MR. POLLOCK:  And I presume -- was it -- in terms of drafting it, was it you who provided the pros and cons, or is this an iterative process between you and Innovative in terms of rating, you know, what the pros and cons are?

MS. MACDONALD:  The pros and cons would have been provided by OPG, primarily speaking.

MR. POLLOCK:  Okay.  And what -- I'll give you an example, but my question is going to be, what were the criteria for adding pros and cons?  So I will give you an example of where I think it might be a little bit inconsistent, but if we look at the pros and cons here, this is talking about overhauling hydroelectric stations, and essentially you're asking what the right pace for investment is here.  And under pros for the slower pace you talk about lower investment costs, but it doesn't really talk about the fact that there will be sort of -- if you're not taking these out of service and overhauling them they will be around to produce power, which I would have thought would be a pro, and I would ask you to contrast this to page 47 of the same document, and if we go down to the pros, this is about changing the frequency conversion project.

So for pros here, you talk about how if you are going to do this investment it allows for more flexibility in the system while nuclear stations undergo refurbishment.  So for this one you talk about the flexibility being a pro when you're spending the money to overhaul these systems, but in the previous one where keeping the hydroelectric was a bit more operational, there wasn't a discussion in the pros about being more flexible or having more flexibility in the system by having those generators online.

So I guess my question, to circle back, is how did you decide what the pros and cons were, given that there seems to be this disconnect?

MS. MACDONALD:  For the Niagara conversion project we -- the intention was to convert to previously decommissioned units to 16 megahertz, and, you know, in that situation you didn't have those units generating, but by accommodating the conversion you would provide more flexibility to the system.

With the hydro overhaul questions, you're talking about systems that are currently generating, but, you know, if you're not going to advance the overhauls at a faster pace you run the risk of losing that capacity.

MR. POLLOCK:  But for the second one, when you were you know, actually doing the project you would have to take those offline, right, and that would reduce flexibility, because you're not producing power out of those, right?

MS. MACDONALD:  No, we were talking about two previously decommissioned units, so they weren't producing electricity.  They weren't generating.

MR. POLLOCK:  Sorry, you're talking about the one -- sorry, you're talking about the frequency conversion project, right?

MS. MACDONALD:  Yes.

MR. POLLOCK:  So with respect to the hydroelectric station, the overhauled hydroelectric stations, in order to do that investment you would need to take them offline, right?  Because it talks about how this is a good time to do it because we have a surplus, correct?

MS. MACDONALD:  Yes.

MR. POLLOCK:  So in doing this investment you would need to take offline certain things that are generating right now.  Wouldn't that be a con if flexibility is a pro?

MS. MACDONALD:  Potentially, yes.

MR. POLLOCK:  Okay.  So my question then is, how did you decide what was going to make the pros and cons since there doesn't seem to be alignment between the questions as to what is a pro and what is a con?

MS. MACDONALD:  I think the biggest differentiation between the conversion project and the overall project is the fact that you've got one scenario where you have units that are producing and if you don't do the work to rehabilitate or upgrade their systems, there is the chance that you will lose that capacity.  And with the conversion, you had two units that weren't currently operating or generating.

MR. POLLOCK:  It's simply a matter of, I guess, perspective of whether it's currently off and going to be on or currently on, or currently on and going to be off.

MS. MACDONALD:  Yes, and prioritizing what the pros and cons were for each topic.

MR. POLLOCK:  A related question and in fact my last question.  Can we go to Exhibit L-A2-02-CME-005.

MR. KOGAN:  While we're doing that, I would just offer as well on the previous conversation that the overhaul program is a multi year program and we're talking base number of stations, so the relative impact of each individual decision on each station will be less acute than the specific more kind of material impact that you have with respect to the Niagara frequency conversion project.

That was a distinction I was reflecting on as you were having your discussion with Ms. MacDonald.

MS. MACDONALD:  I'll also add as well that while customers supported an accelerated to a moderate pace for the overhaul of our hydro facilities, we are choosing to do that at a more moderate pace.

MR. POLLOCK:  Can we go to the answer to this interrogatory, which I appreciate was prepared by Innovative.

In the answer to D, Innovative says they relied on previous experience and OPG briefings to develop the engagement workbooks and discussion guide in phase one.

Can you describe what these briefings are?  Are they just the materials that made it in?  Are there other things that were discussed?

MS. MACDONALD:  We met with Innovative and because this was our first formal customer engagement, we met with Innovative to determine how best to put together our first workbook for the first engagement.

So part of that exercise entailed discussing how best to describe OPG and OPG's role within the system, as well as to identify important priorities for OPG in terms of how it operates its regulated business.

MR. POLLOCK:  So a fair characterization of this is just sort of table setting stuff?

MS. MACDONALD:  Yes.

MR. POLLOCK:  I guess one final thing while we're here.  I said it was the last question, and I apologize.

One of the things that you asked with specific investment decisions were whether or not people wanted to invest in projects that only guaranteed they would lead to savings, or also pilot projects.  How did you come to that -- it seems to me like it's a very stark divide there.  There's projects that guarantee savings and, on the other hand, pilot projects.

Can you tell me how that came about, that specific investment decision?

MS. MACDONALD:  I'm sorry, could you repeat your question?

MR. POLLOCK:  Certainly.  Why don't we go to page 60 of 421 -- I'm sorry, of the previous exhibit, attachment 4.  And I can just show you; that may be easier.

The three options -- if you scroll down a bit, we had what's your view on option 1, which is you basically only make do with what you have and replace technology as it breaks down.  Option 2 is only investing in new or innovative technologies if they lead to guaranteed savings.  And option 3 is investing money in pilot projects.

So my question is:  Is there only these two buckets, things that lead to guaranteed savings and pilot projects? It seems there should be a third bucket in between there, but I don't know.

MS. MACDONALD:  I think in putting this question to customers, you often think of the simplest, most easy terms for the participants in the surveys and online workbooks to understand.

I think the question was getting at how supportive are customers in terms of expenditures relating to innovation.  And again focusing on outcomes, our customers supported innovation where there's certainty around outcomes versus engaging in pilot projects where the outcomes are more uncertain.

MR. POLLOCK:  As a matter of simplicity in doing the study, this was simplified into two buckets.  But there is a set of investments which may not lead to guaranteed savings, but may not also be part of the projects.

MS. MACDONALD:  Yes, absolutely.

MR. POLLOCK:  Thank you, those are my questions.

MR. RICHLER:  Thank you, Mr. Pollock.  Next on our list is Consumers Council of Canada.  Mr. Buonaguro, we have you down for ninety minutes, but we would like to end no later than five today.

So if you're not done by then, you can continue on Monday morning.  Over to you.

MS. GIRVAN:  I sent a thing earlier today that we will be finished by five between the two of us.

MR. RICHLER:  My apologies.  I didn't realize there was a tag team today.  Go ahead, please.
Examination by Mr. Buonaguro:


MR. BUONAGURO:  Thank you.  I'll start, and when I'm done Ms. Girvan will jump in.  My questions relate solely to nuclear liabilities so a good chunk of the panel can relax for a bit.

I appreciate Ms. Kwan on behalf of Board Staff's questions on this and your answers helped me quite a bit, so I'm just going to poke around what's left of my questions on that topic.

To start, I would like to have the following exhibit pulled up.  Exhibit L-C2-01-CCC-029, and I think you may have gone through this with Ms. Kwan a little bit.  If you can scroll down to the exhibit -- the attachment, I should say -- thank you.

Now, Ms. Kwan took you through the calculation of taxes, and you were explaining that there was a difference in the way this was calculated for presentation purposes back in 2016 relative to now.

I think I understood what happened, but I want to make sure that I do.  My understanding is that in terms of actually calculating the revenue requirement for nuclear liabilities including the tax index back in the EB-2016-0152 proceeding, there were no mistakes made; it was done properly.  But when presenting the tax impacts of nuclear liabilities in tables like this one, one of the cost expenditures was omitted.  I think specifically it was expenditures for used fuel, waste management, and decommissioning weren't included in the presentation of the tax impact.  And my understanding is that means that whenever that happened, the revenue requirement, the overall revenue requirement for nuclear liabilities would have been overstated, because it would have under stated the tax credits that were coming back.  Is that what happened?

MR. KOGAN:  I think it's accurate to say that yes, for presentation purposes in these types of exhibits in the prefiled evidence in EB-2016, we did not include line 3B and also line 4B, which kind of go hand in hand, from these calculations.

However, once we started presenting information -- for example, Exhibit N1-1-1, EB-2016, and a subsequent series of tables, interrogatories, and calculations that followed through the proceeding, those elements were consistently captured; hence, they're now captured as prefiled evidence.

MR. BUONAGURO:  Thank you.  I went back and looked and at 20.7 and I think it was all done the right way, quote unquote.  Okay.  But, I mean -- okay.  Thank you.  So that actually helps a lot going back five years, why there might have been some confusion on my part.

MR. KOGAN:  [audio dropout]

MR. BUONAGURO:   Yes.  Thank you.  Now, on that topic, concentrating on line 40, disbursements from nuclear segregated funds, and I think Ms. Kwan pointed out that if we briefly go back up to the table, so this table shows -- so this is Table 1.  If we go back to the actual table, one page up.  This table is showing for the 2022 to 2026 period, so the IRN period, the forecast nuclear liability costs, and I think she had trouble reconciling that to a Board Staff interrogatory, Exhibit L-C2-01-Staff-086.

MR. SMITH:  Yes, that was the exchange we had, and we took an undertaking to confirm those relatively modest differences.

MR. BUONAGURO:  Right.  There was a small difference in the total, I think specifically for that column.  Fair enough.  I wanted to just take a quick look at Table 5 in that exhibit, or in that answer, because I -- along the same lines I didn't -- I can see here reduction in regulatory income taxes for contributions to segregated funds and forecast internally funded expenditures, but what I don't see here is the impact, at least not separately broken out, of the disbursements from the fund, so in the last exhibit we're looking at they're called disbursements from nuclear segregated funds.  I didn't see that in this calculation.  Is it embedded somewhere, or maybe that's part of the reason why the numbers don't reconcile?

MR. KOGAN:  Can we go to the notes table, please, of this?  So I do think that lines 3B and 4B are also --


MR. BUONAGURO:  Okay.

MR. KOGAN:  -- present here, or am I confusing the question?  I'm sorry, I may have lost the thread.

MR. BUONAGURO:  Well, I think this is the -- this is the CCC answer.  If we go to the Board Staff answer, table 5 at -- just get my reference here -- 86.  So C2-01-Staff-086.  If you look at the Table 5, that's right, and I see
-- at line 2 I see reduction in regulatory income taxes from contributions to segregated funds and forecast internally funded expenditures from nuclear liabilities.  What I don't see is that third part, which is the revenue from the funds that was included in the previous exhibit.  I'm wondering if that might be the difference, or alternatively it's embedded somewhere and I can't see it.

MR. KOGAN:  It is embedded in line 9, so line 9, which refers to internally funded expenditures, that's another way of saying that that's the net of those lines 3B and 4B, and fingers crossed, that should agree.

MR. BUONAGURO:  Okay.  So that may -- that's probably not the issue, but you have an undertaking to try and resolve the two, because they are both supposed to show the same thing for the same period.  They are both supposed to show the forecast nuclear liabilities for the period based on the existing methodology.

MR. KOGAN:  We will explain any differences if there are any.

MR. BUONAGURO:  Okay.  Thank you.  Now, if we can go back up to table 1 of this exhibit.  I just want to make sure I understand what it is and how it can be used.  So as I think we've talked about, for the prescribed facilities and the Bruce facilities, when we talk about total amounts recovered we're talking about the amounts that were included in rates based on the approved methodologies reaching back to 2007, plus some pre-2007 amounts?  That's based on the existing methodology, correct?

MR. KOGAN:  It is correct that lines 1 and 4 are based on the existing methodologies for April 1, 2008 onwards, and based on the methodologies through the intra-payment amounts prior to the OPG jurisdiction for 2005 and 2008.

MR. BUONAGURO:  Thank you.  And that to the extent that there are variations in the load -- the production forecast, I should say, over the period from 2008 to 2020, I guess, in this case, you've actually captured that difference in the tables that follow, so you can make an adjustment if you wanted to, to make a presentation that's exclusive of any variation in the production forecast?

MR. KOGAN:  Yes, we have separately identified the impact of production forecast, and that could be excluded if someone wanted to.

MR. BUONAGURO:  Right.  Thank you.  And then for the total amount expended under lines 2 and lines 5, is that equivalent to the cash, I guess what we call the cash methodology, where those are the amounts that in any particular year the company expended either out of its own -- out of its -- well, that it expended on nuclear liabilities, either in the form of internally funded costs or contributions to the segregated funds?

MR. KOGAN:  Sorry, let me just unpack that for a minute.  I want to go back --


MR. BUONAGURO:  Okay.

MR. KOGAN:  -- through this answer if I may to make sure that this is all accurate.  So my answer was in respect of the prescribed facility, so as I said, I was discussing with, I believe Ms. Kwan -- that's a separate line to describe facilities that you can remove if you so choose.  For the Bruce there is no separate -- for the Bruce facility there is no separate line by virtue of how the Bruce, this variance account works.

MR. BUONAGURO:  Thank you.  Thank you for that clarification.  You're right.  There is no need to separately account for it, because it's caught up in an ongoing basis in the deferral account for the --


MR. KOGAN:  That is correct.

MR. BUONAGURO:  Okay.

MR. KOGAN:  Returning to your present question, what the amounts expended line represent are the cash amount, so to speak, expended by the company on these nuclear liability activities, along with any associated tax benefits enjoyed on a net basis for any net deductions -- or I guess my source can be taxable income, as well as taxes paid on recoveries of costs through the approved methodologies.

So said differently, in order to do an apples-to-apples comparison from the company's cash-flow perspective, because lines 1 and 4 include the taxes that the company recovers associated with the recovery of nuclear liability cost, it follows that the taxes paid on those recoveries must also be included in lines 2 and 5, so I said the difference in a comparable amount.

It will maybe help us going forward -- there was a -- in one of the undertakings -- and it may have been 21.7 in EB-2016, Mr. Buonaguro -- there was a footnote that specifically said that to the extent one wanted to calculate a hypothetical settlement is between the methodologies somehow, between the company and the ratepayers, that the excess or deficiency at line 7 would then need to be grossed up for tax by virtue of how these calculations work.

MR. BUONAGURO:  Okay.  So let me just try to make -- understand that.  So total amount expended includes the amount you spent internally on -- or directly out-of-pocket on nuclear liabilities, presumably mostly fuel-related costs, fuel disposal costs, waste costs.  It includes the contribution to the segregated funds.  It includes the tax impacts on that.  And then you're saying it also includes the taxes that you pay on the revenue required amounts that are in line 1 that are included as revenue, as opposed to an expense?  Like, you have to pay an extra amount to offset that liability?  So for example, the accretion expense, I think, is, for example, might be a -- might be what you're talking about, because it's not tax-deductible?

MR. KOGAN:  Yes, I think that the way you described is a reasonable way to think about it, yes.

MR. BUONAGURO:  Okay.  So if we were to -- if I were to -- because obviously -- and I included as a reference, but I won't have to bring it up, I think, the last decision -- the cash methodology was the thing that most intervenors who were interested in the topic were advancing, and I'm interested in making sure that I have an accurate view of what that would actually look like currently and over the historic period.  I think you already said you would have to make an adjustment to this line 7 to make it accurate.

It strikes me the adjustments you'd make would be to reduce that amount so that it only includes the segregated fund contributions, the internally funded expenses, the tax impacts of those two things, and that's all that should be included.

Or am I missing the point?  Is there something to add as opposed to subtract?

MR. KOGAN:  I want to make sure -- are you talking about, if we refer to this chart, are you saying if we took line 7, what would you need to do to it?  Is that what we're talking about?

MR. BUONAGURO:  I think so, yeah.  If from the beginning of time, as it were, nuclear liabilities had simply been accounted for on a cash basis, a cash methodology basis, what would that look like?

I understand -- what you've been telling me here is very helpful, because what you're saying is this is what you recovered because it hasn't been on a cash basis.  You've recovered things and they have been accounted for in your cash requirements, but you also had to recover some amount because of the way the methodology happens to work now.

What I'm trying to figure out is what would this have looked like if it had only been cash.  It sounds to me like if it had only been cash, if the only thing included in the nuclear liabilities line item was segregated fund contributions plus out-of-pocket expenses for fuel costs and rate costs, and the tax impacts of those two things, that number would be less than the total of lines 2 and lines 5?

MR. KOGAN:  We may be talking about the same thing, but worded differently.  My add-on comment that started this latest segment was that line 7, which is the difference, would I believe need to be grossed up for tax if one were to consider what a difference would be if it were to be set out between the company and customers.

MR. BUONAGURO:  Okay.

MR. KOGAN:  A methodological difference before taking into account any time value money.  I'm not sure your question is exactly the same, though.

MR. BUONAGURO:  I don't think so.  I think you're talking about the transition impact.  If you were to transition from one methodology to another, you would have to account for certain things, I think.

What I'm trying to get a view of is if right from the get-go, right from the start, the only thing included in cash, the only thing that had been included was the cash requirements of the company in each particular year, what would that look like?

I understand that's not what happened.  So for example, accretion expense was included and therefore you have to pay taxes on the accretion expenses to the extent that they were not set by other expenses.

What I'm trying to figure out is -- the larger question, aside from the transition issues, is would the cash methodology have been better from the start.  And if it had been -- and I don't know that it would, but if it were and you were to at least contemplate, you have to talk about the transition issues and how much you actually spent over time and how much was recovered.

I'm trying to get a sense what the cash amount would have looked like over time, and I think it's less than the amount expended in both cases.

MR. KOGAN:  I think I understand your question, and I think some other line item, had they done the more detailed table that follows, that one would have to look at.

So why don't I set that out in writing, just so we're clear what we're talking about.

MR. BUONAGURO:  Thank you, that would be great.  We can take that as an undertaking.

MR. RICHLER:  That would be number JT3.23.

UNDERTAKING NO. JT3.23:  TO PROVIDE AN ANALYSIS THAT DESCRIBES WHAT WOULD BE THE CASH AMOUNT EMBEDDED WITHIN TABLE 1 OF EXHIBIT C2, ATTACHMENT, 1.


MR. RICHLER:  Mr. Buonaguro, do you mind just more succinctly recapping the undertaking?

MR. BUONAGURO:  I think OPG is going to provide an analysis that answers the question of what would the cash amount be embedded within table 1 of Exhibit C2, attachment 1.  And as commentary on that, I think the implication is it probably is buried in there somewhere, but this has to be identified as this is what the cash amount would have been over this period.  Is that fair?

MR. KOGAN:  If I can repeat that back, you're looking for what would have the amounts included in the revenue requirements been in historical years had the cash methodology here been in effect for both described facilities.  Is that correct?

MR. BUONAGURO:  Sure, yes.

MR. KOGAN:  I think we have an understanding.

MR. BUONAGURO:  Actually, just one last question -- maybe it's two questions.

In terms of the differential, I think the implication of this chart is if you were to transition from one methodology to another -- let's say you were going to do it at the end of the period, so at the end of December 31, 2026, because the math is already done, you're saying the difference is an under-recovery from the company's perspective of around $60 million, and that would have to be accounted for in a transition.

MR. KOGAN:  I don't think we've set out our views on the transition, in all fairness.  I think that may be one element, but I was highlighting earlier that hypothetically speaking, if one were to look at that cumulative amount, we have to consider the appropriate tax implications if that amount was part of any settlement.

MR. BUONAGURO:  Thank you.  One last question.  I know the evidence talks about a large payment made by the province towards segregated funds back in 2003.  In the main evidence, it was quantified as -- I can't remember how much it was.  Do you know offhand how much that was?

MR. KOGAN:  Mr. Mauti, I'm not sure if you remember.

MR. MAUTI:  Yeah, I think there were a couple large lump sum payments.  One might have been related to the cash as a result of the signing of the initial Bruce lease agreement back in 2001, I believe it is.  So I think some of that cash was earmarked as a special contribution to one of the segregated funds -- I can't remember the fund.  There was an initial amount the province also used to establish the decommissioning fund, again back in 2003 when the original ONFA agreement was signed.

I believe that one was to the tune of approximately $2 billion, if memory serves me correctly.  That was used as an initial amount for the decommissioning fund.

MR. BUONAGURO:  That answers my second question, which was that amount isn't reflected in here.  It's not accounted for as a contribution made by OPG in any way.  For example, it wouldn't be included in that negative almost 1-billion-dollar variance in the initial April 1, 2005, to March 31, 2008, period.

The only thing that's included here are payments made directly by OPG to the segregated fund, correct?

MR. MAUTI:  Yes, I believe this takes into account, starting with the quarterly contributions to the East Field fund that had been existence on April 1, 2005, and would have included those amounts and limited simply, I think, to this period.

MR. BUONAGURO:  Okay.  So then the effect of that provincial funding is more indirect, i.e. I assume it reduces the amount you have to pay because the fund was partially funded by someone else?

MR. MAUTI:  I wouldn't typify it as it is to be a excluded part of the -- I think the issue we have with any kind of change in methodology is understanding all the transitional impacts.  We started the funding process not at the beginning of the operation when we had regulation that came in again at a subsequent later point for transitional issues -- for lack of a better word get a little bit messy and complicated when you have to go back to try to figure out from the beginning of time to the end of the last nuclear unit whether you're all on balance or not.

MR. BUONAGURO:  So thank you very much.  Those are my questions on nuclear liabilities, and I'm going to turn it over to Ms. Girvan.
Examination by Ms. Girvan:

MS. GIRVAN:  Good afternoon, panel.  Julie Girvan on behalf of the Consumers Council of Canada.  Nice to see you.  And I hate to be the one standing between you and your weekend.  Anyway, I'll be less than I had predicted, so...

MR. SMITH:  That's up to you, Ms. Girvan.  That's up to you.

MS. GIRVAN:  Okay.  So can I just start first with -- it's CCC number 1, and that's A1-02-CCC-001.  Are we going to pull that up, or... Great.  Thank you, Lori.

So just, I had a couple of questions about this, and if you scroll down, this lists -- it's been redacted, but this lists the external consulting engagements, and at the answer -- scroll up a bit.  Sorry, just above the chart.  It says:

"OPG has not provided a forecast of the costs for each engagement, as the remaining costs to be incurred will be dictated by the level of involvement of each consultant."

And then it says:

"As noted in VECC number 29, OPG's actual costs will not be included for recovery over the '22 to '26 term."

Is that because you're just -- you're forecasting the costs, and what's recovered is the forecast cost; is that correct?

MS. MACDONALD:  I can speak to that.  The costs incurred to date for consultants are costs that are being booked during this current IR term.  The forecasts that we're referencing are the forecast costs for those consultants to continue to support us in the rate application, and we anticipate those costs to occur during this year, so we don't anticipate any expert costs at this point in time over the -- to extend beyond 2021.

MS. GIRVAN:  Okay.  All right.  Thank you.  And just a brief question.  If you go to -- if you scroll up to question -- I think it's part D.  And I just wondered, several of them weren't subject to an RFP process, and that includes the Innovative Consulting Engagement, Pegasus, Bates White, Scott Madden, and Concentric, and can you tell me why OPG doesn't retain these consultants through an RFP process?

MS. MACDONALD:  I think, as we indicated in our answer to CCC 1, we retained a number of experts through Torys as part of the legal support that Torys is providing to us and helping us prepare our pre-filed evidence, including the expert reports that were supporting that evidence.

MS. GIRVAN:  Okay.  Am I correct, though, that Torys doesn't use an RFP process for that work?

MS. MACDONALD:  Correct.

MS. GIRVAN:  Okay.  And why not?

MS. MACDONALD:  In order to engage consultants, you know, under privilege, it's really challenging do that for an RFP process.

MS. GIRVAN:  Sorry, I'm not sure I understand the question (sic).

MS. MACDONALD:  Well -- or the answer?

MS. GIRVAN:  The answer, sorry.  I understand the question, not the answer, sorry.

MS. MACDONALD:  We chose to use Tory's to retain the experts, and they were done on a sole-source basis, because we knew who the experts were that were going to be retained.

MS. GIRVAN:  Okay.  All right.  Thank you.  If you could turn to CC number 5, please.  It's A1-03-CCC-005.  Great.  Thank you.  So this refers to the stretch reduction.  And what I understand is you've taken your stretch factor, you've applied it, and the total each year amounts to $71.7 million; is that correct?

MR. KOGAN:  Ms. Arseneau?

MS. ARSENEAU-MACKINNON:  Yes, that's correct.

MS. GIRVAN:  Okay.  So once you came up with the $71.7 million, which is just -- it's math, I guess, really, and it's incremental to the performance improvements required to achieve the business plan, did you do any detailed analysis as to whether or not that $71.7 million in savings could be achieved?

MR. KOGAN:  I think the short answer is that, no, we did not undertake any analysis specific to identifying whether this amount is achievable.  In setting the stretch -- in setting the proposed stretch factor, we did turn our minds to the categories of costs that we thought it would be reasonable to apply the stretch factor to, and there was some further discussion today around some categories where we determined that it would not be reasonable for us to achieve any reductions, and there's other such exclusions noted in the pre-filed evidence, but as a general matter we expect that we would seek to meet these reductions where we can within the broader suite of work that we will undertake over the planning period and strive for increased deficiency and productivity once we know what that stretch factor is.

MS. GIRVAN:  So you've identified some of the items that you say wouldn't be included in -- with respect to savings.  Do you have a list of the ones that would?  I think you said you did -- you have identified some categories.  I don't think I've seen it in the evidence.

MR. KOGAN:  I'm sure Ms. Arseneau can point to the evidence, but I was simply referring, Ms. Girvan, to say it seems like, well, we do have asset service fees we -- to determine not be subject to the stretch factor, and there is certain CIB eligible costs that for reasons set out are not subject to stretch factor, and then by default a lot of the other OM&A costs and our sustaining capital in-service fee.  That's what I was referring to, there was no more in-depth detailed analysis; that's correct.

MS. GIRVAN:  There is no detailed analysis of the areas where you think you can get the savings; is that correct?

MR. KOGAN:  Correct with respect to the specifics of the stretch factor.

MS. GIRVAN:  Okay.  If you can turn to CME 13, which is -- it's identified in that interrogatory.  It's A2-02-CME-13, please.  So this is quite a lengthy interrogatory, and this really relates to the efficiencies identified in the business plan targets, and if you scroll down there is a category, yeah, you have got these four items, and:

"The following initiatives over the IR term will contribute to operating cost improvements, digital strategy resource optimization, real estate and workplace transformation, and project management."

Again, do you have -- have you quantified the savings that you think you may be able to achieve within the context of these four initiatives?  I may have missed it.

MR. KOGAN:  I could either start and -- or Mr. Mauti...

MR. MAUTI:  So I'll take the first stab at this.  We list these out as, we'll call them initiatives.  In the business plan we call them -- you know, you've heard the term focus areas.  We may use the term strategies.  I think these are what we consider to be four significant areas where we believe through execution of our work in the business plan into the future will lead to positive results in terms of changing the way we do work, changing our cost-effectiveness to do work.  I wouldn't characterize them as, give me the dollar level on each of these four categories in terms of savings.  The way we set our business plan targets for the future across the business would look at driving a level of deficiencies.  In this business plan, we specifically have to deal with the impending closure of Pickering in trying to target reductions in levels.


So in doing so, I consider these four to be enabling kind of initiatives and work that has to exist in order to achieve some of these outcomes we're looking for.  So we detailed in the interrogatory response some fairly detailed examples within each one of these areas that are, I'll say tools that the business would use through an iterative process of looking at work and trying to drive efficiencies out in order to achieve those end state targets we're looking at.  And these would be the four kinds of things.


So it's not one I would suggest that it typify as far as trying to assign a dollar value to in terms of deltas, but directionally four areas that we feel would lead to a good amount of savings in terms of the way they're being executed across the company.


MS. GIRVAN:  So you're really saying internally, there hasn't been any quantitative analysis in terms of expected efficiencies through the rate plan?


MR. KOGAN:  Not in the sense of a listing that ends up with achievement of the targets we set out for ourselves, as explained in Exhibit A2-2-1.  Certainly with respect to certain elements like the real estate transformation initiative and the Clarington campus quantification and that's on record and then reflected in the business plan and the evidence.


With respect to resource optimization, I think we have quantified savings associated with the ability to use or we assume continued ability to hire term employees and other such things.  But there is not, as Mr. Mauti said, a list that says exactly just we're going to get from A to Z over the business planning.


MS. GIRVAN:  There haven't been any reports prepared with respect to that?


MR. KOGAN:  Not to my knowledge.  Mr. Mauti?


MR. MAUTI:  Similarly these are areas that obviously have a focus.  And we can talk -- Mr. Kogan mentioned some examples from them, so we can talk specifically about some of these things.  But it's not as though we categorize and report using this or any other categorization to say here are the net saying from very specific global strategic areas.


MS. GIRVAN:  Thank you.  Could you turn to CCC number 8; so it's A1-03-01-CCC-008.  What I'm interested in is very brief question.  You've got your shareholder return program referring to short-term pay for performance.


Can you explain to me how you forecast the costs included in the revenue requirement with respect to your incentive program?


MR. MAUTI:  We talked previously today about how it is that the stakeholder return program uses a financial forecast model.  So looking forward into the IR term, we would look at a percentage of our earnings before tax as sort of a starting point to figure out the pool of the program.


We have a variety of what we will call controls and guardrails in terms of how it is that calculation would work.  There are limits that we have to abide by in terms of statutory limits that we have for a period of time, given the provincial directives that we have.  We would look at sort of the ratio of how this new program versus a previous program that was sort of built up on the number of management of headcount staff, so we would stay within a narrow band.  And then that amount we're forecasting forward gets approved as part of our business plan by the board.  And then on an annual basis, they would look at specific amounts that we would have in that program.


Once we set the pool of the program, we assume a corporate score of achieving target.  So that would be a corporate score of 1.0 is we would use in our evaluation.  Then we would allocate the proportion of that that's due to the nuclear business to put that portion in as part of the nuclear revenue requirement that I believe is captured as part of our centralized cost that we would have, centrally held costs that get allocated to nuclear.


MS. GIRVAN:  Sounds a little complicated.  I just wonder in terms of what assumptions did you make with respect to the forecast for the incentive pay through the term of the plan?  Do you have a specific set of assumptions that you used to derive the numbers?


MR. MAUTI:  It's largely predicated on the earnings before tax forecast we would have at a corporate level would set the starting point for that.  And as I mentioned, other controls we would have that would look at the amounts in total that we would have in that program.  And then look at that trend over the IR term, and then again the allocation based on the nuclear business, based on our allocation factors.


MS. GIRVAN:  You're doing it largely on the basis of projected earnings?


MR. MAUTI:  The model that we've used over the IR term would be largely as a proportion of income.  When we benchmarked and looked at how others who use a similar format in the industry have, they tend to have somewhere in the range of, I believe it's a 2 to 7 percent range of earnings before tax.


Our amount that we put into our SRP program is at the very low end of that scale, and actually I believe in the out years of the IR term, in '25 and '26, it's actually below 2 percent of earnings before tax.


That's why I say we use bit of benchmark our practices, but we do tend to look at it through a lens that would maintain a reasonable level of that program.  And again, looking at some of the provincial rules that we would have and the directives that is what would sort of cap our amounts, especially in the near term.


MS. GIRVAN:  Thank you.


MR. KOGAN:  For the record, Ms. Girvan, this is all summarized in Interrogatory F4-03-CCC-001.


MS. GIRVAN:  Okay, thanks.  If you can turn to Staff 10, A1-01-Staff-010 and it's -- I'll wait for it to come up.


You discussed earlier today -- I think it was you, Mr. Kogan; I'm not sure who it was with -- about the fact that you're intent on filing an application to clear the DVA balances when you file the MRP application; is that right?


MR. KOGAN:  Could you scroll down, please?  As it sets out here, we do propose to file a deferral variance account disposition application, for the reasons noted.


MS. GIRVAN:  And you're going to do that at the same time that you may address any impacts arising from the MRP program, is that right?


MR. KOGAN:  I think this says we would aim do that at the same time.


MS. GIRVAN:  I think I understood your earlier answer that you don't know what those balances might be at this point.  You haven't done a projection of those balances, say sort of going out a couple of years.


MR. KOGAN:  That's right.  As you can appreciate, it's difficult to predict by how much your forecast is going to be off your forecast, if you know what I mean.  That applies to a number of balances where I can't predict by how much I might be off when the actuals come in, relative to my current best forecast.


MS. GIRVAN:  If the balances become significant, how would that fit into your rate smoothing proposal?  Would it impact that at all?


MR. KOGAN:  I'll turn that to Ms. Arseneau.


MS. ARSENEAU-MACKINNON:  Our rate smoothing proposal does not include a forecast of disposition of balances beyond what we've proposed in this application.


OPG certainly makes proposals for the recovery of our deferral and variance account balances with customer impacts in mind.  And so to the extent that we return to the OEB for a deferral and variance account disposition application over the '22 to 2026 period, that would be a consideration.

MS. GIRVAN:  So factor -- if, for example, the balances became significant you might come in earlier rather than later?  Is that what you're saying?

MS. ARSENEAU-MACKINNON:  I -- what I meant was more so that we would look at what an appropriate recovery period would be --


MS. GIRVAN:  Okay.

MS. ARSENEAU-MACKINNON:  -- when we come in.  However, certainly if it made sense for us to come in sooner, I don't want to say that we -- with certainty that we would not.

MS. GIRVAN:  Yeah, I guess I would just be concerned about a big jump in a given year, and I guess what you're saying to me is if it was a big jump in a given year you may well propose a different recovery period.

MS. ARSENEAU-MACKINNON:  Yes.  That's appropriate.

MS. GIRVAN:  Okay.  Thanks.  I'm just trying to understand that.

MR. KOGAN:  And, sorry, Ms. Girvan, just to complete that, we would of course be guided by the Board's decision with respect to any proposal to come in for a separate DVA application.

MS. GIRVAN:  Okay.  Could you turn to CCC 13, please?  It's A2-02-CCC-013.  And we've referred to this quite a few times.  I think Mr. Rubenstein took you through it with respect to the COVID impacts.

Great.  And I just -- there's one comment here -- yeah, after the bullet points.  It says that there are no impacts on the projected cumulative in-service capital by the end of 2021, and then section B says you haven't planned any incremental COVID impacts beyond 2021.  And I think you're doing an undertaking for Mr. Rubenstein with respect to your proposals with respect to COVID costs, and I would assume that included in that is what happens if you do have impacts beyond 2021.  Would that be correct?

MR. KOGAN:  I will say that that's not necessarily my understanding, that the undertaking extended to cover any potential future impacts that may or may not arise.  If Ms. MacDonald has a different understanding, I'll defer to her, but that's my understanding.

MS. MACDONALD:  No, my understanding accords with yours, Mr. Kogan.

MS. GIRVAN:  Okay.  So if there are any impacts beyond 2021, you're not proposing -- you don't have a position on that?

MR. KOGAN:  I think what we've indicated in one response, and I think it is a subset of interrogatory staff 18 that to the extent we -- I get the account name wrong -- we agree that the CEDA account continues and is available within its terms.  We would continue to apply that account.  I think we have not outlined a proposal with respect to what would happen beyond 2021 beyond that; that's right.

MS. GIRVAN:  Okay.  Could you undertake to provide that?  I guess really what I'm looking for is if you have COVID impacts beyond 2021 what is your proposal with respect to the treatment of those impacts?

MR. SMITH:  Why don't we just confer for a minute.

[Witness panel confers.]


MR. KOGAN:  We would be amenable to expand Mr. Rubenstein's undertaking to provide some thoughts on potential post-2021 impacts --


MS. GIRVAN:  Okay.  That would be helpful, because I've been thinking if you are seeking approval from the Board with respect to your proposals up to 2021, I would think you would want some direction from the Board beyond 2021.  Thank you.

MR. KOGAN:  I'm not sure that we're seeking -- just to clarify, you made a comment that we're seeking approvals with respect to up to 2021.  I don't know if I would typify that we have included any proposals for which we're seeking approvals in regards to COVID in this application...

MS. GIRVAN:  Okay.  Okay.  Thank --


MR. RICHLER:  Sorry, just, so I take it that the agreement is to expand on the scope of an undertaking already given, and so I don't need to give this a new undertaking number?

MS. GIRVAN:  That's correct.

MR. RICHLER:  Thank you.

MS. GIRVAN:  Okay.  I just have two more questions.  And this is -- I don't think this has been answered, but just -- I don't need to pull up an interrogatory, but you have debt issues planned for 2021, and as I read the evidence, you said you haven't issued that debt in 2021 yet, and is that still the case?

MR. MAUTI:  No, we did issue debt in February of this year, and the amount escapes me right now, unfortunately, but -- so we have had one issue in 2021.  And as part of our cash management we would continue to look for whether there's other opportunities later in the year, but we have had at least one issue in 2021.

MS. GIRVAN:  Okay.  Can you update the evidence with respect to that issue?

MR. KOGAN:  Can we please confer?  Thank you.

[Witness panel confers.]


MR. MAUTI:  Ms. Girvan, I believe the question would be is there a need to update the evidence in relation to the long term debt issues.  The short answer is no, there is no need to update the evidence.  The corporate level financing OPG did issue in the first part of this year was related to unregulated business operations, so therefore has nothing to do with the regulated side of the business.

MS. GIRVAN:  Thank you.  One last question on CCC 24, so C1-01-CCC-24, and it's probably for Ms. MacDonald.

The question was about if the OEB undertakes a generic cost of capital review, and the answer is that OPG would assess the outcomes of that review and the OPG's reasons for those outcomes to determine what option, if any, is available to the company.

I just wanted to understand.  Would you characterize that as something that would qualify as a Z factor under your proposed rate plan?

MR. KOGAN:  That would be Ms. Arseneau or Ms. MacDonald that's able to respond to that.

MS. ARSENEAU-MACKINNON:  I can take that question.  I think the short answer is that we would have to see, based on what the outcomes were and the sort of parameters around the proceeding should the OEB undertake a generic cost of capital review.

MS. GIRVAN:  Under your proposal for your Z factor, is this something that would qualify?

MS. ARSENEAU-MACKINNON:  It might, subject to the materiality threshold that we've applied.

MS. GIRVAN:  Okay.  Thank you.  Those are my questions, and have a nice weekend.  Thank you.

MR. SMITH:  Thank you.

MR. RICHLER:  Thank you, Ms. Girvan.  Let's call it a day.  We will be back on Monday at 9:30.  Thanks, everyone, and have a good weekend.
--- Whereupon the conference adjourned at 4:47 p.m.
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