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UNDERTAKING JI1.2

Undertaking

TO PROVIDE A CONSOLIDATION OF ALL THE COVID PANDEMIC-RELATED
COSTS IN A SINGLE SPOT.

Response

With the exception of the Darlington Refurbishment Program (“DRP”) capital costs,
OPG'’s estimated COVID-19 cost and revenue impacts for 2020 (actual) and 2021
(projected) can be found at Ex. L-A2-02-CCC-013, Attachment 1, which is reproduced
in Attachment 1 to this response.

With respect to the DRP capital costs, Ex. L-A2-02-Staff-018 parts (a)-(c) and Ex. JT3.5
provide additional detail on the forecasted $150M impact associated with OPG’s
response to the pandemic. In addition to the actual costs of $82M incurred toward this
impact in 2020, there are forecasted impacts in 2021 and future years, as a result of
the cascading changes to the schedule for executing the Units 3, 1, and 4
refurbishment outages. None of these costs have been placed in service to date and
none are included in the 2022-2026 capital in service amounts requested in this
application. OPG continues to seek ways to manage the total cost of the project,
including the COVID-19 impacts, within the $12.8 billion budget. In line with
O. Reg. 53/05 requirements, any ultimate cost impact of the COVID-19 pandemic to
the total DRP in-service amounts over the $12.8 billion budget would be subject to the
Capacity Refurbishment Variance Account and a future prudence review.

With respect to non-DRP capital costs, Ex. JT3.5 explains that OPG considers that
there are no impacts of the COVID-19 pandemic on the 2022-2026 rate base amounts,
as OPG has managed such impacts incurred to date (totaling $8.4M as of year-end
2020) within existing project portfolio budgets.

Ex. L-A2-02-Staff-019, Attachment 1, Tables 4 and 5 detail the impact of the
COVID-19 cost and revenue impacts on OPG’s 2020 (preliminary actual) and 2021
(projected) regulatory return on equity for regulated operations. In summary, this
impact is +5.4% for 2020 and -4.2% in 2021.

OPG'’s proposed treatment of the 2020-2021 COVID-19 impacts, referenced against
the categories of these impacts found in Attachment 1 to this undertaking, is set out in
detail in Ex. JT2.34.
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Table 1
2020 and 2021 COVID-19 Related Impacts
2020 2020 2020 2021 2021 2021
Line Actual Actual Actual Plan Plan Plan
No. Note | Nuclear |Reg. Hydro Total Nuclear [Reg. Hydro Total
(a) (b) () (d) (e) )
Generation Margin
1 Generation Revenue (note 1 x note 3, line 7) 1,3 380.7 (7.8) 372.9 (188.4) (4.4) (192.8)
2 Fuel/GRC Expense (note 2 x note 3, line 7) 2,3 22.3 (1.0) 21.3 (11.1) (0.6) (11.7)
3 Direct Operating Costs- Base OM&A 4 2.8 0.0 2.8 1.8 0.0 1.8
4 Direct Operatings Costs- Darlington Unit 1 Outage OM&A (75.5) 0.0 (75.5) 75.5 0.0 75.5
5 Direct Operatings Costs- Darlington Unit 4 Outage OM&A 0.0 0.0 0.0 97.4 0.0 97.4
6 Darlington Cyclical Outage OM&A (20.0) 0.0 (20.0) 7.6 0.0 7.6
7 |Total (Line 1 less Lines 2-6) 451.1 (6.8) 444.3 (359.6) (3.8) (363.4)
OMG&A Costs Net of Savings
8 Operations Base OM&A 8.1 (1.0) 71 5.0 0.0 5.0
9 Corporate Support OM&A 5.2 0.4 5.6 14.8 0.8 15.6
9a IT Asset Service Fee 0.3 0.0 0.3 0.6 0.0 0.6
10 |Total (Line 8 + Line 9 + Line 9a) 13.6 (0.5) 13.0 20.4 0.8 21.3
Other OM&A Costs
11 Timing of Project OM&A (5.1) (17.5) (22.6) 5.1 17.5 22.6
CRVA Eligible OM&A Costs
12 Pickering Extension Enabling costs 0.2 0.0 0.2 0.0 0.0 0.0
12a Pickering Extension Enabling costs- Timing (1.2) 0.0 (1.2) 1.2 0.0 1.2 |
13 Fuel Channel Life Extension costs 1.6 0.0 1.6 0.0 0.0 0.0
14 Fuel Channel Life Extension costs- Timing (3.6) 0.0 (3.6) 3.6 0.0 3.6
15 Darlington Refurbishment- Timing (2.7) 0.0 (2.7) (0.4) 0.0 (0.4)
16 |Total (Line 12 + Line 12a + Line 13 + Line 14 + Line 15) (5.7) 0.0 (5.7) 4.4 0.0 4.4 |
17 |Total COVID-19 Related Imacts (Line 7 - Line 10 - Line 11 - Line 16) 448.3 11.2 459.5 (389.5) (22.1) (411.7)
1 At nuclear base payment amounts for 2020 and 2021 of $85/MWh and $89.70/MWh respectively plus interim shortfall rider of $5.64/MWh in 2020. At hydroelectric I
base payment amounts for 2020 and 2021 of $43.15/MWh and $43.88/MWh respectively plus interim shortfall rider of $0.24/MWh in 2020.
2 Nuclear fuel rate ($/MWh)- 2020: Ex. L-A1-2-Staff-002, Table 16 col. e), line 12/ Ex. L-A1-2-Staff-002, Table 14 col. e), line 3; 2021: Ex. F2-5-1 Table 1, col. e-f, line
7/Ex. E2-1-1 Table 1, col. e-f, line 3 ($5.31/MWh and $5.29/MWh respectively)
3 Generation impacts comprise the following:
2020 2020 2020 2021 2021 2021
Line Actual Actual Actual Budget Budget Budget
No. |[(TWh)* Nuclear [Reg. Hydro Total Nuclear [Reg. Hydro Total
1 [Darlington Refurbishment - Unit 3 2.5 0.0 2.5 0.0 0.0 0.0
2 |Darlington Refurbishment- Unit 1 0.0 0.0 0.0 1.6 0.0 1.6
3 |Deferral of Darlington Unit 1 outage 1.8 0.0 1.8 (1.8) 0.0 (1.8)
4 |Addition of Darlington Unit 4 outage 0.0 0.0 0.0 (1.9) 0.0 (1.9)
5 |Additional Pickering outage days (0.1) 0.0 (0.1) 0.0 0.0 0.0
6 [Net forgone hydroelectric produciton 0.0 (0.2) (0.2) 0.0 (0.1) (0.1)
7 _|Total Production Impact 4.2 (0.2) 4.0 (2.1) (0.1) (2.2)

*See Ex. L-E2-01-SEC-144 for Lines 1-5

4  Reflects costs associated with incremental operating period for Darlington Unit 3 and Unit 1.
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UNDERTAKING JT2.34

Undertaking

TO ADVISE IN WHICH PROCEEDING OR AT WHAT TIME THE BOARD WILL
DETERMINE NOT JUST THE DISPOSITION, NECESSARILY, BUT THE POLICY
ABOUT DISPOSITION, AND IF IT IS IN THIS PROCEEDING WHAT IS YOUR
PROPOSAL.

Response

Background and Principles

On March 24, 2020, the OEB established a deferral account to track incremental costs
and lost revenues arising from the COVID-19 emergency (the COVID-19 Emergency
Deferral Account or “CEDA”) noting that utilities may incur incremental costs as a result
of the pandemic, the severity and duration of which was uncertain at that time. Over
the ensuing months, the OEB has facilitated a consultative process (EB-2020-0133)
with the objective of assisting it in the development of further guidance related to the
CEDA, including additional clarity on the types of impacts that are eligible to be
recorded and considered for disposition.

On December 16, 2020, as part of the consultative process, OEB staff submitted a
proposal outlining their views on the scope of the CEDA and parameters to guide the
disposition of any balances. OEB staffs proposal included the following
recommendations:

o utilities should demonstrate a financial need for recovery of amounts in the
CEDA (p. 3);

e the account would remain in operation for each regulated utility up to the
effective date of a utility’s next cost-based rate order (pp. 2, 30); and

o utilities should not be required to return any net gains related to incremental
COVID-19 impacts, in the event that savings exceed costs, as the account was
established to facilitate any claims for relief by utilities at a time when the
pandemic was unknown (pp. 4, 17, 27).

OPG supports these positions of OEB staff as they relate to OPG, as noted in OPG’s
January 25, 2021 submissions to the consultation and further discussed below.

On April 13, 2021, the OEB issued a letter stating that while the regulatory principles
underlying the CEDA consultation may be informative, the pandemic related impacts
on OPG should be determined in a payment amounts proceeding, if not the current
proceeding for 2022-2026 payment amounts, then another one.
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Summary of 2020 and 2021 Impacts

With respect to 2020, OPG has recorded a net debit balance of $13.0M in the CEDA
($13.6M for nuclear and $(0.5M)' for regulated hydroelectric), comprised of
incremental OM&A costs incurred net of OM&A cost savings.? During 2021, OPG
forecasts incurring further incremental OM&A costs net of OM&A cost savings of
$21.3M ($20.4M for nuclear® and $0.8M for regulated hydroelectric). These impacts,
which total $34.3M (debit) over the two years, are further set out at lines 8-10 of Ex. L-
A2-02-CCC-013, Attachment 1, Table 1 (“CCC-013 Table”).

At lines 1-7, CCC-013 Table also sets out the 2020 (actual) and 2021 (projected)
generation revenue margin impacts for OPG’s nuclear and regulated hydroelectric
operations associated with the COVID-19 pandemic, which, while not recorded in the
CEDA given that they do not represent incremental costs or cost savings, total a net
increase of $80.9M.

Atlines 12-16, CCC-013 Table sets out the 2020 (actual) and 2021 (projected) impacts
of the pandemic on CRVA-eligible OM&A costs, which total $1.3M (credit) and are
being recorded in the CRVA. As discussed in Ex. L-A2-02-Staff-018, parts b) and c),
OPG is also incurring DRP capital cost impacts as a result of the pandemic. None of
the DRP impacts have been placed in service to date and none are included in the
2022-2026 capital in service amounts requested in this application. OPG continues to
seek ways to manage the total cost of the project, including the COVID-19 impacts,
within the $12.8 billion budget.

As noted at Ex. L-A2-02-Staff-018, part f) and further explained in Ex. JT3.05, OPG
considers that there are no non-DRP impacts on OPG’s proposed nuclear (or
forecasted regulated hydroelectric) 2022-2026 rate base amounts associated with the
pandemic, as OPG has managed such impacts incurred to date within existing project
portfolio budgets.

OPG’s Proposal Regarding 2020 and 2021 Impacts

OPG proposes that the policy for the disposition of the above impacts be addressed in
the context of the current proceeding, as outlined below in alignment with OEB staff’s
December 16, 2020 proposal and O. Reg. 53/05 requirements.

Incremental OM&A Costs: Balances in the CEDA not to be recovered

As set out above, OPG’s incremental OM&A costs of $34.3M related to the pandemic
by the end of 2021 are projected to be fully offset by the net favourable revenue margin
impacts of $80.9M. As such, consistent with the OEB staff's December 16, 2020
proposal, and with consideration to OPG’s full proposal on the treatment of COVID-19

T Amount is less than $0.05M.
2 Amounts differ from Ex. L-H1-01-Staff-320, Attachment 1, Table 1c, lines 16 and 43.
3 Ex. L-H1-01-Environmental Defence-027, Attachment 1, Table 1, line 27.
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impacts, OPG would propose not to seek disposition of the 2020 and 2021 CEDA
balances in the current proceeding or any future proceeding.

Revenue Margin Impacts: Net gains considered as part of ROE performance

As noted, OPG supports the position of OEB staff's December 16, 2020 proposal that
net gains related to the pandemic impacts are not intended to be returned to ratepayers
as a distinct item and that the CEDA was not intended to serve as a true-up for any
and all such impacts. The amount of OPG’s net gain (excluding the CRVA eligible
impacts) by the end of 2021 is $46.6M, being the difference between $80.9M in
favourable revenue margin impacts and $34.3M in incremental costs discussed above.

The impacts of a net gain associated with the COVID-19 response are encompassed
by the OEB's review of OPG’s annual regulatory return performance. In particular, the
2021 impacts would form part of OPG’s regulated earnings subject to the 2021
Overearnings Variance Account established by the OEB on its own motion in EB-2020-
0248 to record any such earnings in 2021 that are more than 300 basis points above
the OEB-approved return on equity (“ROE”) as reflected in OPG’s payment amounts
in effect for 2021. The OEB also concluded in EB-2020-0248 that any overearnings for
2020 “are related to a past period,” noting that “[a]s OPG’s approved revenue
requirement (including the regulatory ROE) was determined on an annual basis, the
OEB does not find it appropriate to record any potential overearnings that may arise in
the final months of 2020.”* The EB-2020-0248 proceeding was informed by a forecast
of OPG’s 2020 and 2021 regulatory ROE provided by OPG in conjunction with its filing,
in July 2020, of its 2019 annual regulatory ROE reporting. That information included
the effects of the COVID-19 related revenue margin impacts and provided a forecast
2020 ROE which was more than 300 basis points above the OEB-approved ROE.>

CRVA Eligible Costs: Recorded in the CRVA

Pursuant to Section 6(2)4 of O. Reg. 53/05, the OEB is required to ensure that OPG
recovers its capital and non-capital cost with respect to the DRP or otherwise incurred
to increase the output of, refurbish or add operating capacity to a generation facility.
The OEB established the CRVA to fulfill its obligation to permit the recovery of these
costs subject to the costs being prudently incurred. The COVID-19 pandemic is like
any other event that impacts a CRVA-eligible activity and to which OPG must respond
within the project’'s execution. As stated in Ex. L-A2-02-Staff-018, part c), OPG is
recording impacts arising from the pandemic on CRVA-eligible projects in the CRVA
on this basis. OPG’s proposal is that these impacts, including any DRP variance that
may ultimately arise to the $12.8 billion budget,® be subject to normal course review
and disposition of the account balance in a future proceeding.

4 EB-2020-0248 Notice of Proceeding and Accounting Order, November 9, 2020, p. 3.
5 Ibid, p. 3.
6 Ex. D2-2-7, p. 6.





O~NOOTHA WN =

NN/
O OVWoO~NOOOGPA,WN-O0OO©

Filed: 2021-06-06
EB-2020-0290
JT2.34

Page 4 of 4

Proposed Treatment of Any Incremental Post-2021 Impacts

The discussion below is intended to address the question posed by Ms. Girvan at Tr.
Tech. Conf., May 7, 2021, p. 159, line 15, to p. 160, line 12, regarding OPG’s proposed
treatment of any incremental post-2021 impacts associated with the COVID-19
pandemic.’

Consistent with the OEB staff's December 16, 2020 proposal, OPG proposes that the
availability of CEDA to OPG’s nuclear and regulated hydroelectric operations be
terminated as of the effective date of the final payment amounts order in this
proceeding. To the extent material incremental costs or lost revenues arise related to
COVID-19 after the effective date of the final payment amounts order in this
proceeding, OPG would consider making an application for an available mechanism
related to the treatment of unforeseen events for its nuclear and/or regulated
hydroelectric facilities, as appropriate.

For the reasons set out above and as stated in Ex. L-A2-02-Staff-018, part €), OPG
would continue to record any COVID-19 related impacts on the CRVA-eligible activities
in the CRVA.

As noted in Ex. L-A2-02-CCC-013, part b), OPG has not forecasted any incremental
non-DRP COVID-19 related impacts for the 2022-2026 period.

7 Production-related COVID-19 impacts on 2022-2026 forecasts associated with response actions taken during the
2020-2021 period are discussed in Ex. JT1.21.
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UNDERTAKING JT2.37

Undertaking

TO IDENTIFY ANY IMPACTS LISTED IN CCC 13, TABLE 1 THAT WILL HAVE AN
OFFSETTING OR PARTIALLY OFFSETTING IMPACT IN 2022 OR BEYOND.

Response

The favourable 2020-2021 COVID-19 production impacts for Darlington Units 3 and 1
as a result of refurbishment schedule changes, as shown at Ex. L-A2-02-CCC-013,
Attachment 1, Note 3, lines 1 and 2, have offsets in the 2022-2026 period. The
unfavourable impact of adding a Darlington Unit 4 planned outage in 2021 in
connection with the refurbishment schedule, as shown at Ex. L-A2-02-CCC-013,
Attachment 1, Note 3, line 4, does not have an offset in the 2022-2026 period. Also
see Ex. L-E2-01-SEC-114.

The impacts on fuel costs and direct base OM&A costs for operating Darlington
Units 3 and 1 and certain Darlington Cyclical Outage OM&A costs in the 2020-2021
period, as included in Ex. L-A2-02-CCC-013, Attachment 1, lines 2, 3 and 6, have
offsets in the 2022-2026 period (see Ex. JT1.21, Chart 2).

In addition, OPG forecasts incurring incremental OM&A net costs over 2020-2021 to
respond to the pandemic, as set out at Ex. L-A2-01-CCC-013, Attachment 1, line 10.
These costs do not have an offsetting impact in the 2022-2026 period.

Additionally, there is a timing difference related to Darlington Refurbishment OM&A
costs as between the 2020-2021 and 2022-2026 periods, related to the refurbishment
schedule changes as a result of COVID-19. The entirety of the impact on these costs
shown in Ex. L-A2-02-CCC-013, Attachment 1, line 15 is forecasted to be offset in the
2022-2026 period. Any variances in Darlington Refurbishment OM&A costs are subject
to the Capacity Refurbishment Variance Account.

Refer to Ex. JT2.34 for further discussion of the above impacts and OPG’s proposed
treatment.
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UNDERTAKING JT3.5

Undertaking

TO PROVIDE FURTHER DETAIL TO THE INFORMATION IN STAFF 18 RELATED
TO COVID IMPACTS.

Response

This undertaking response is with reference to Tr. Tech. Conf., May 7, 2021, pp. 41-
43 seeking (a) further information regarding OPG’s breakdown of the forecasted
$150M DRP-related COVID-19 costs, and (b) the difference in COVID-19 impacts as
between DRP and Nuclear Operations capital projects.

a) The majority of the COVID-19 cost impacts on the DRP were forecast to occur in
2020, as a result of the deferral of the start date of the Unit 3 refurbishment outage.
As noted in Ex. L-A2-02-Staff-018 (a), the primary driver of these impacts was costs
required to re-plan and ensure readiness for the Unit 3, 1 and 4 (Remaining Units)
refurbishment. With reference to Ex. L-A2-02-Staff-018, Chart 1, OPG provides the
following additional detail for the cost impacts:

Project Management Team Costs and Direct and Indirect Labour Costs
(Lines 1 and 2 of Ex. L-A2-02-Staff-018, Chart 1): The start date of the Unit 3
refurbishment outage was deferred by four months with very short notice
(6 weeks prior to the start of the refurbishment outage). Given the short duration
of the planned deferral, it was critical to manage the risks around the readiness
to commence the Unit 3 refurbishment at the new start date, and particularly the
need to ensure the availability of highly specialized and trained resources. This
was especially crucial for the Retube and Feeder Replacement Major Work
Bundle, which is the largest work bundle and where the majority of the work
occurs on the critical path of the refurbishment outage.

In managing the above risks, OPG considered multiple factors with a view to
minimize the cost and disruption impact of COVID-19 to the DRP. These
included assessing what work could safely continue (e.g. engineering
deliverables), the effort required to re-plan the Remaining Units’ refurbishment
outages, the costs of retaining resources and maintaining facilities, and the
costs of demobilization and remobilization of the workforce.

Interest, Escalation and Estimated Productivity Impacts (Line 4 of Ex. L-
A2-02-Staff-018, Chart 1): This line is comprised of: (i) incremental interest
costs that arise from the deferral of the scheduled start and end dates for
Remaining Units as the later in-service dates (by four months on each unit)
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result in continued accumulation of interest on expended capital, including the
DRP cost impacts of COVID-19; (ii) incremental escalation that arises from the
deferral of the cost flows on Remaining Units associated with the schedule
deferral; and (iii) estimated productivity impacts of COVID-19 protocols as
described further below.

b) As stated in Ex. L-A2-02-Staff-018, part f), OPG considers that there are no impacts
to the proposed 2022-2026 rate base amounts associated with COVID-19 as it
relates to Nuclear Operations capital projects. This reflects the fact that OPG has
managed such impacts to date within existing project portfolio budgets, based on
assessment of business needs. Discussed below are the main factors of the
significantly differing degree of COVID-19 impacts as between DRP and the
Nuclear Operations projects portfolio:

Project Scale and Complexity: The proportionate impact of COVID-19 on DRP
is larger than on the Nuclear Operations projects because of the size and
complexity of DRP. The DRP is a suite of projects executed in an integrated
manner. Dismantling and re-building a reactor, installation of digital controls on
the turbine-generator set and rewinding the generator stator are examples of
large scale, highly technical work scopes which require specially trained staff.
By contrast, the individual projects within the Nuclear Operations portfolio are
generally smaller in comparison to DRP projects. Thus, there was $8.4M
recorded as COVID-19 impacts to the cost of Nuclear Operations projects in
2020, compared to a majority of $150M for the DRP." Further, interest cost
impacts associated with the portfolio projects that were deferred are minimal,
compared to estimated interest costs for the DRP of $28M.

Project Timing and Reallocation of Resources: As noted above, at the time
of the declaration of a state of emergency in March 2020, DRP was only six
weeks from the start of the refurbishment outage on Unit 3. There were limited
opportunities to divert resources as the project was about to enter execution.
Retention of highly specialized and trained staff was evaluated to be less costly
to the DRP than laying off with the intention of rehiring and training replacement
staff later. For Nuclear Operations projects, in consideration of employees’
safety and ongoing station reliability, OPG suspended certain projects in the
construction phase (22 in total) as part of its response to the pandemic. Nuclear
Operations projects that were in the definition phase were not suspended and
did not incur incremental costs. OPG was able to re-allocate specially trained
staff from suspended Nuclear Operations projects to other projects in the
definition and planning phases, thus avoiding incremental costs.

" As noted in Ex. L-A1-02-Staff-018, part b), the actual amount of COVID-19 impacts incurred for DRP in 2020 was

$82.2M.
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Training and Field Work Execution: DRP conducts on-boarding, classroom
training and mock-up training of large groups of trades staff in advance of each
major work series. As well, much of the DRP field work is conducted in
workspaces where close and prolonged contact between trades staff is difficult
to avoid, e.g., at the face of the reactor or at the feeder cabinet. As a result of
COVID-19 protocols such as reduced occupancy and mask usage, productivity
impacts were forecast for the DRP. While the same COVID-19 protocols are in
place for the Nuclear Operations projects, the nature of training and execution
of these projects is such that large trades complements are not routinely trained
in classroom settings. For instance, many of the trades that perform Nuclear
Operations projects work are dedicated to OPG, and are already trained on the
plant systems, requiring minimal on-boarding and training compared to the
DRP. Additionally, part of the field work on the Nuclear Operations projects is
conducted by small groups of trades in open areas of the nuclear stations,
resulting in fewer productivity impacts as a result of COVID-19 protocols.
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UNDERTAKING JT3.12

Undertaking

TO PROVIDE RETROSPECTIVE INFORMATION ATTRIBUTED TO THE
REGULATED BUSINESS FOR KIPLING AND WESLEYVILLE, SEPARATELY,
SHOWING DOLLAR AMOUNTS AND PERCENTAGES.

Response

Attachments 1 and 2 provide the asset service fee dollar amounts recovered through
nuclear and hydroelectric payment amounts for each of Kipling and Wesleyville
properties, for the period from 2008 to 2021. Attachment 3 provides the percentage of
total annual costs of the assets recovered through these asset service fees over the
period. Where specific historical detail underpinning the OEB-approved amounts was
unavailable, OPG approximated this information using available estimates.

As shown in Attachment 3, the average percentage of total annual costs recovered
through asset service fees for the regulated business over the 2008-2021 period is
approximately 23% for the Kipling property and approximately 54% for the Wesleyville
property.






Numbers may not add due to rounding.
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Table 1
Kipling Ave. Office Asset Service Fees - Nuclear and Regulated Hydroelectric ($M)
Line 2008 2009 2010 2011 2012
No. Component OEB Approved | OEB Approved Note 1 OEB Approved | OEB Approved
(a) (b) (c) (d) (e)
1 |Depreciation Expense 0.1 0.1 0.1 0.1 0.1
2 |Property Tax 0.3 0.3 0.3 0.3 0.3
3 |Tax-adjusted Return 0.4 0.5 0.5 0.5 0.5
4 |Operating Costs 2.8 2.9 2.9 3.3 3.3
Total - Kipling Ave.
5 . . 7 4.2 4.2
Office® 3.6 38 3
Line 2013 2014 2015 2016 2017
No. Component Note 1 OEB Approved | OEB Approved Note 1 OEB Approved2
(a) (b) (c) (d) (e)
6 |Depreciation Expense 0.1 0.2 0.3 0.3 0.3
7 |Property Tax 0.3 0.3 0.3 0.3 0.3
8 |Tax-adjusted Return 0.5 0.4 0.4 0.4 0.5
9 |Operating Costs 3.3 3.0 3.1 3.0 1.7
Total - Kipling Ave.
10 4.2 4. 4. 4. 2,
Office® 0 0 0 8
Line 2018 2019 2020 2021
No. Component OEB Approved’ | OEB Approved’ | OEB Approved’ | OEB Approved?
(a) (b) (c) (d)
11 |Depreciation Expense 0.3 0.4 0.4 0.5
12 |Property Tax 0.3 0.3 0.3 0.3
13 |Tax-adjusted Return 0.5 0.5 0.5 0.5
14 |Operating Costs 1.6 1.7 1.7 1.7
Total - Kipling Ave.
15 . . . .
Office® 2.8 2.8 29 29
Notes:
1 Annual OEB-approved amounts are shown for the applicable years covered by EB-2007-0905, EB-2010-0008,
EB-2013-0321 and EB-2016-0152. For 2010, 2013 and 2016, there were no separate OEB-approved amounts;
figures shown for these years reflect the average of OEB-approved amounts for the corresponding preceding two
years reflecting the continuation of existing payment amounts.
2  For regulated hydroelectric , OEB-approved amounts for 2017-2021 represent the average of the 2014 and 2015
annual OEB-approved amounts per EB-2013-0321.
3 The total of OEB-approved Kipling Ave. Office and Wesleyville Property asset service fees to the regulated business

agrees to the following: 2011-2012 to EB-2010-0008, Ex. F3-2-1, Charts 1 and 2; and 2014-2015 to EB-2013-0321,
Ex. F3-2-1, Charts 1 and 2. For 2008-2009, Kipling Ave. Office asset service fees agree to EB-2007-0905, Ex. F3-3-1
Chart 1. EB-2016-0152, Ex. F3-2-1, Chart 1 reflects the total of Kipling Ave. Office and Wesleyville Property assef
service fees for nuclear only.
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Numbers may not add due to rounding.

Filed: 2021-06-06
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JT3.12
Attachment 2
Page 1 of 1
Table 2
Wesleyville Property Asset Service Fees - Nuclear and Regulated Hydroelectric ($M)
Line 2008 2009 2010 2011 2012
No. Component Note 3 Note 3 Note 1 OEB Approved | OEB Approved
(a) (b) (c) (d) (e)
1 |Depreciation Expense 0.0 0.0 0.0 0.1 0.1
2 |Property Tax 0.0 0.0 0.0 0.2 0.2
3 |Tax-adjusted Return 0.0 0.0 0.0 0.3 0.3
4 |Operating Costs 0.6 0.6 0.6 0.4 0.4
Total - Wesleyvill
g5 | ot - Tesieyvilie 0.6 0.6 0.6 1.0 1.0
Property
Line 2013 2014 2015 2016 2017
No. Component Note 1 OEB Approved | OEB Approved Note 1 OEB Approved2
(a) (b) (c) (d) (e)
6 |Depreciation Expense 0.1 0.2 0.1 0.2 0.2
7 |Property Tax 0.2 0.2 0.2 0.2 0.1
8 |Tax-adjusted Return 0.3 0.4 0.4 0.4 0.5
9 |Operating Costs 0.4 0.4 0.4 0.4 0.3
10 |Total - Wesleyville 1.0 1.1 1.1 1.1 1.1
Property
Line 2018 2019 2020 2021
No. Component OEB Approved’ | OEB Approved’ | OEB Approved’ | OEB Approved?
(a) (b) (c) (d)
11 |Depreciation Expense 0.3 0.3 0.4 0.4
12 |Property Tax 0.1 0.2 0.2 0.2
13 |Tax-adjusted Return 0.5 0.5 0.5 0.4
14 |Operating Costs 0.3 0.3 0.3 0.3
Total - Wesleyvill
15 | owl - Tesieyville 1.2 1.2 1.3 13
Property
Notes:
1 See Table 1, Note 1.
2 See Table 1, Note 2.
3 The total of OEB-approved Kipling Ave. Office and Wesleyville Property asset service fees to the regulated business

agrees to the following: 2011-2012 to EB-2010-0008, Ex. F3-2-1, Charts 1 and 2; and 2014-2015 to EB-2013-0321,
Ex. F3-2-1, Charts 1 and 2. For 2008-2009, amounts recovered for Wesleyville Property comprised the operating cost
component only and were embedded in the OEB-approved OM&A costs in EB-2007-0905. EB-2016-0152, Ex. F3-2-1,
Chart 1 reflects the total of Kipling Ave. Office and Wesleyville Property asset service fees for nuclear only.
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Table 3
Kipling Ave. Office and Wesleyville Property Asset Service Fees - Nuclear and Regulated Hydroelectric (%)
Line 2008 2009 2010 2011 2012
No. Business Unit OEB Approved | OEB Approved Note 1 OEB Approved | OEB Approved
(a) (b) (c) (d) (e)
1 Kipling Ave. Office 24% 24% 24% 25% 25%
2 Wesleyville Property 25% 25% 25% 65% 65%
Line 2013 2014 2015 2016 2017
No. Business Unit Note 1 OEB Approved | OEB Approved Note 1 OEB Approved2
(a) (b) (c) (d) (e)
3 Kipling Ave. Office 25% 24% 24% 24% 21%
4 Wesleyville Property 65% 67% 67% 67% 57%
Line 2018 2019 2020 2021
No. Business Unit OEB Approved’ | OEB Approved’ | OEB Approved’ | OEB Approved?
(a) (b) (c) (d)
5 Kipling Ave. Office 21% 21% 21% 20%
6 Wesleyville Property 56% 56% 56% 57%
Notes:

See Table 1, Note 1.
See Table 1, Note 2.
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UNDERTAKING JT4.8

Undertaking

TO PROVIDE THE SPLITS OF COMPENSATION COSTS REQUESTED IN PARTS
C AND D OF F4-03-AMPCO-169 FOR ALL STAFF CATEGORIES, NOT JUST
EXECUTIVE, INCLUDING AN EXCEL VERSION.

Response

Attachment 1 provides the compensation costs split for all staff categories, including
Executive and Non-Executive management. Attachment 1 is also provided in Excel
format and filed on RESS as ‘OPG_Undertaking Resp_JT4.8 Attach 1’.






Filed: 2021-05-28
EB-2020-0290

JT4.8
Numbers may not add due to rounding EB-2020 (2022-2026 Custom IR term) Attachment 1
Line 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 P 10of 1
No. NUCLEAR FACILITIES Actual | Actual | Actual | Actual | Actual Plan Plan Plan Plan Plan Plan age °
1 | Staff (Regular and Non-Regular) FTEs FTEs FTEs FTEs FTEs FTEs FTEs FTEs FTEs FTEs FTEs
2
3 |Nuclear - Direct
4 |Executive 33.1 37.4 40.5 43.6 39.7. 35.6. 35.2 35.6 33.9. 29.3 24.9
5 |Non-Executive Management 545.2 607.9 643.5 648.9 619.1 575.2 576.2 560.8 538.0 474.9 361.8
6 1t (Exec + Non-Exec) 578.2 645.2 684.0 692.5 658.8 610.8 611.4 596.4 571.8 504.2 386.7
7 |Society 2,166.0| 2,329.8| 2,359.0| 2316.1| 2233.4| 2208.7| 2074.1| 2,040.2| 1,999.5| 1,699.4| 1378.1
8 |PWU 4,1425| 4,083.4| 3,868.5 3,659.0/ 3,457.8 36359 3,340.3 32550 3,075.6| 2,6959| 2,507.8
9 |Term/ETE 12.2. 92.2 228.4 384.3 598.3 807.5 908.3 898.7 903.5 620.8 92.0
10 |[EPSCA 144.6' 289.5 364.7 314.9 234.3 359.2 377.8 408.2 320.8 229.9 128.1
11 Subtotal| 7,043.5| 7,440.2| 7,504.6| 7,366.8 7,182.7 7,621.9 773120 711984  6,871.3 5750.2| 4,492.6
12
13 |Nuclear - Allocated
14 |Executive 21.3. 20.3 20.6 17.0 19.5 17.8 17.5 17.5 17.3 15.5 12.9
15 |Non-Executive Management 283.9 276.5 262.8 242.8 235.4 241.0 232.2 231.1 216.5 197.7 160.0
16 1t (Exec + Non-Exec) 305.2 296.8 283.5 259.8 254.9 258.8 249.7 248.6 233.8 213.3 1729
17 |Society 415.5; 464.9 465.7 441.6 422.8 452.6 429.4 421.8 405.0 368.0 292.1
18 |PWU 578.0 554.0 483.7 482.3 435.0] 473.5 429.0 385.3 364.3 300.9 244.0
19 |Term/ETE 0.0 5.6 313 44.9] 61.1 103.5 114.6 115.8 107.7] 75.1 0.0
20 |EPSCA 29.8. 32.3. 31.5 48.5 42.1 45.2 43.2 34.2 34.1 31.1 19.4
21 Subtotal| 1,328.4| 1,353.6| 1,295.7| 1,277.1| 1,2169] 1,333.6/ 1,265.9) 1,205.8/ 1,145.0 988.3 728.4
22
23 |NUCLEAR FACILITIES
24 |Executive 54.4 57.7 61.2 60.5 59.2. 53.4 52.7 53.1 51.2. 44.8 37.7
25 |Non-Executive Management 829.0 884.4 906.3 891.7 854.5 816.2 808.4 791.9 754.5 672.7 521.8
26 1t (Exec + Non-Exec) 883.4 942.1 967.5 952.3 913.7 869.6 861.1 845.0 805.6 717.5 559.6
27 |Society 2,581.5| 2,794.7| 2,824.7| 2757.7| 2,656.2| 2,661.3| 2503.6| 2462.0/ 2404.6| 2,067.4| 1,670.2
28 |PWU 4,720.5| 4,637.3| 4,352.2| 4,141.3| 3,892.7| 4,109.3| 3,769.2] 3,640.3| 3,439.8) 2,996.8/ 2,751.8
29 |Term/ETE 12.2. 97.8 259.7 429.2 659.4 910.9| 1,023.0/ 1,014.4| 1,011.2 695.9 92.0
30 |[EPSCA 174.4. 321.8 396.2 363.3 276.4 404.4 421.0 442.4 354.9 260.9 147.5
31 Total| 8,371.9/ 8,793.8) 8,800.3) 8,643.9 83985 89555 8577.9 8404.1 8,016.2 6,738.5 5221.1
32
33 :‘:}:‘;{g&ﬁﬂ&‘;’;;ﬁ:;) $M M M M $M M M M $M M M
34 |Executive 14.4. 16.7. 17.3 16.7 16.7. 13.2 13.5 13.6 13.6. 12.4 10.4
35 |Non-Executive Management 112.9: 122.5 128.5 130.5 123.6 116.7 117.6 116.4 113.0! 102.5 81.2
36 it (Exec + Non-Exec) 127.3] 139.2 145.8 147.2 139.3] 129.9 131.1 130.0 126.6 114.9 915
37 |Society 316.8 351.3 351.5 352.6 345.7 348.5 338.0 336.0 335.7 294.9 243.9
38 |PWU 494.7 482.1 465.3 456.4 438.4 466.2 442.0 432.7 423.1 381.1 356.9
39 |Term/ETE 0.7’ 7.6 20.2 37.7 60.3 78.5 89.9 90.6 93.2 64.5 7.8
40 |[EPSCA 17.7. 37.7 47.8 44.7 30.4 46.1 48.0 51.0 422 31.0 17.8
41 |Unallocated® 6.9, 7.1 -1.6 -17.4 19.5
42 Total 964.2| 1,025.1| 1,029.0/ 1,021.2| 1,033.6/ 1,069.3] 1,049.0/ 1,040.2| 1,020.9 886.4 718.0
43
44 |Incentive Pay $™ $™ ™ ™ ™M ™ ™ ™ $™ $™ $™
45 |Executive® 4.8 6.8 6.0 6.4 6.9 7.0 71 71 7.0
46 |Non-Executive Management 11.8] 19.1 16.4 17.7 20.3 19.5 19.7 20.1 20.5 23.7 21.0
47 it (Exec + Non-Exec) 16.6. 25.9 224 241 27.2 26.5 26.8 271 27.5 23.7 21.0
48
Lump Sum Payments &
40 | e $M M M M $M M M M $M M M
50 |Society 27 5.1 8.9 4.5 4.9 4.6 45 4.3 4.2 3.6 3.0
51 |PWU 7.4 20.1 11.9 10.5! 11.2. 10.0. 9.8 9.6 9.5 8.3 5.8
52 Total 10.2. 25.2 20.8 14.9! 16.1 14.6. 14.3 13.9 13.7. 11.9 8.8
53 |Overtime $™ ™ ™ ™ $M ™ ™ ™ $M ™ ™
54 it
55 |Society 41.8] 42.7 43.8 44.8 41.5 41.0 35.0 39.0 33.5 30.0 17.0
56 |PWU 86.1 88.0 83.9 83.2 80.2 92.9 78.7 87.3 74.8 64.8 37.3
57 |Term/ETE 0.1 0.9 27 5.1 9.8 5.0 4.9 6.1 4.4 0.0 0.0
58 |EPSCA 8.4 13.8. 14.7 12.1 7.3 1.6 1.9 1.3 1.4 1.2 1.2
59 Total 136.4/ 145.4 145.1 145.3 138.8] 140.4 120.6 133.7 114.1 96.0 55.6
60 e s ot & Non-Sta) M M M| sm M M M M M M M
61 |Executive 1.3 1.4 1.6 1.6 1.5 1.4 1.4 1.4 1.4 1.3 1.1
62 |Non-Executive Management 12.3. 13.1 13.5 13.3 12.5. 12.3. 12.3 12.2 11.9. 10.6. 8.4
63 1t (Exec + Non-Exec) 13.6. 14.6 15.1 14.9 14.0. 13.7 13.7 13.6 13.3. 11.9 9.5
64 |Society 35.5. 38.3 37.8 36.9 35.1 37.8 36.3 36.1 36.4. 31.4 26.0
65 |PWU 70.3 69.3 64.5 61.2 57.9 57.9 52.1 50.3 48.7' 40.5 37.2
66 |Term/ETE? 0.3 2.6 6.6 11.5 18.3. 20.6 22.8 229 23.9 16.7. 22
67 |EPSCA 7.4 14.0 171 15.8 11.0. 16.4. 171 18.2 15.1 11.0 6.3
| 68 |Unallocated® 6.4 2.0 1.5 2.8 0.9
69 Total 120.7' 140.7 139.5 137.6 135.4] 146.3 141.9 141.1 137.3] 111.5 81.1
70
Benefits
1| pension & oPEB") M ™ M M $M $M $M $M M M $M
72 |Executive 4.1 4.6 6.1 5.8 6.1 5.7 6.1 6.1 6.2 5.6 4.6
73 |Non-Executive Mar 35.8 38.8 479 45.1 47.6 47.6 50.4 49.6 49.1 44.5 35.4
74 1t (Exec + Non-Exec) 39.9 43.4 53.9 50.9 53.6 53.4 56.5 55.7 55.3 50.1 40.0
75 |Society 99.9 108.8' 126.7 117.4 128.6 137.4 139.7 137.1 139.2 122.7 101.2
76 |PWU 136.0] 135.5 153.2 139.4 148.1 156.7' 159.6 156.0 157.9] 146.0 133.9
| 77 |Unallocated® 04 9.7 4.8 1.8 8.2
78 Total 276.2 278.1 329.1 305.9 338.5 347.5 355.8 348.8 352.3 318.8 2751
79
80 |TOTAL COMPENSATION $m ™ ™ $™ $m ™ ™ $™m $m ™ ™
81 |Executive 24.7 29.5 31.0 30.5 30.2 27.4 28.1 283 28.2] 19.2 16.1
82 |Non-Executive Management 172.7° 193.5 206.3 206.6 204.0 196.1 200.0 198.1 194.5' 181.4 146.0
83 it (Exec + Non-Exec) 197.4/ 223.1 237.2 237.1 2341 223.4 228.1 226.4 222.7 200.6 162.0
84 |Society 496.8; 546.3 568.8 556.2 555.9 569.3 553.5 552.5 549.0 482.6 391.1
85 |PWU 794.6 794.9 778.7 750.8 735.7 783.7 7423 735.9 713.9 640.7 571.2
86 |Term/ETE 1.0 11.0 29.4 54.3 88.4 104.1 117.6 119.6 121.5] 81.2 10.0
87 |EPSCA 33.5 65.5 79.6 72.7 48.6' 64.1 67.0 70.5] 58.7 43.2 253
88 _|Unallocated” 0.8, -0.6 -7.9 -21.9 26.9
| 89 | Total| 1,524.1| 1,640.3| 1,685.8| 1,649.2| 1,689.6) 17446 17085 17050 1,665.8 1,448.3 1,159.6
90
91 |’ on an accural basis
92 |%Includes emp i for purpose of uniol benefit progra
93 |°Refer to L-F4-03-Society-018 part a)
94 |“Incentive pay for executive management has been planned separately for the 2021-2024 period only. This information is not available for 2025 & 2026.
OEB2KC d2020_

20210429.xlsx
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UNDERTAKING JTX4.17

Undertaking

TO PROVIDE A MORE DETAILED EXPLANATION OF THE ANALYSIS, INCLUDING
THE CALCULATIONS THAT TAKES YOU FROM THE WTW REPORT THROUGH
TO TABLE 2.

Response

The following response was prepared by Willis Towers Watson (“WTW?):

For each of PWU, Society, and Management employee groups, the total OPG and
market total remuneration values were grossed up to capture OPG’s full employee
population relative to the benchmarked population for 2019 year. The variance is then
calculated by taking the difference between OPG and the market. Table 1, step 1 below
illustrates the calculations for each employee group, separately showing PWU Regular
and PWU Term Employees.

Table 1

Step 1: Extrapolation of 2019 total benchmarked values to reflect full OPG population
2019 Total Dollar Values ($MM) % of OPG 2019 Total Dollar Values ($MM)
OPG Benchmarked Population Matched Full OPG Population

OPG Market Incumbents OPG Market

Variance
OPG Group

(D)=A*(1+(1-C) | (E)=B*(1+(1-C)) (F)=(D/E)-1

PWU (Regular) $555.2 16.2%
PWU (Terms) $46.6 -43.6%

PWU (Regular + Terms) $601.8 11.5%
Society $459.2 14.1%
Management $259.2 | -11.8%
Overall (Sum of groups) $1,227.6 $1,139.7 $1,423.6 $1,320.2

* Note: The variance to market for the PWU and Overall groups vary slightly from the 2019 Compensation Benchmarking Report files at Ex. F4-3-1, Attachment 2 (one decimal

point) as a result of rounding through grossing the benchmarked data for each employee group separately and then adding them back together.

Presented in Table 2 below, WTW calculated the projected headcount year over year
headcount changes for each year and employee group based on a percentage change
from 2019 as provided by OPG (Table 5 in Ex. L-F4-03-SEC-149).
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Table 2

Step 2: Incorporate projected OPG headcount reductions (%) and calculate the year over year % change for each year from 2019

OPG Headcount Projections
2021 2022 2023 2024 2025 2026

ORSCcuD Yearover | Year over | , Yearover |, Year over |, Year over |, Yearover |, Year over
Year % pichangs) Year % pelchangs Year % pelchiange) Year % pelchengs) Year % pelchanas Year % pelchance Year %
from 2019 from 2019 from 2019 from 2019 from 2019 from 2019
change change change change change change change

Total Exc. Nuc. Auth 4754
Nuclear Authorized 244
PWU (Regular) 4608

PWU (Terms) 390
Total Exc. Nuc. Auth 3020
Nuclear Authorized 95

Total Exc. Nuc. Auth 1019
Nuclear Authorized

OPG Overall

Reflects amounts presented in L-F4-03-SEC-149 Table 5

For each year, OPG total values and the market were adjusted to reflect the percent
changes in headcount from Table 2 above and expected salary increases at OPG and
in the market (Table 4 in Ex. L-F4-03-SEC-149). Table 3 below captures the evolution
of the amounts and variances for each year and employee group based on these
inputs.





Table 3

Step 3: Incorporate salary and headcount adjustments

OPG

Headcount
Adjustment %

Beginning Total $
Value ($MM)

(D) for 2019

Salary Increase
Adjustment %

Ending Total $
Value ($MM)

(9)=DxIxH

OPG Group Value ($MM)

(E) for 2019

(H) from step 2

Market

Beginning Total $  Salary Increase
Adjustment %

Headcount
Adjustment %

(H) from step 2

Filed: 2021-06-06
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Variance

Ending Total $
Value ($MM)

(L)=ExKxH

M)=(/L)-1

PWU (Regular)

2019 $645.0 na
2019-2020
2020-2021
2021-2022
2022-2023
2023-2024
2024-2025
2025-2026
PWU (Terms)

$645.0 $555.2

n/a

$555.2 16.2%

2019

2019-2020

2020-2021

2021-2022

2022-2023

2023-2024

2024-2025

2025-2026

PWU (Regular + Terms)

2019
2019-2020
2020-2021
2021-2022
2022-2023
2023-2024
2024-2025
2025-2026
Society

2019

2019-2020
2020-2021
2021-2022
2022-2023
2023-2024
2024-2025
2025-2026

2019
2019-2020
2020-2021
2021-2022
2022-2023
2023-2024
2024-2025
2025-2026
Overall (Sum of groups)
2019
2019-2020
2020-2021
2021-2022
2022-2023
2023-2024
2024-2025
2025-2026

-11.8%

Reflects amounts presented in L-F4-03-SEC-149 Tables 1, 3 and 4

Consistent with the percentage variance outlined in the 2019 Compensation Benchmarking Report files at EX. F4-3-1, Attachment 2
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The allocation, by employee group, to nuclear operations and further to OM&A
expenses were completed based on percentages as provided by OPG. Table 4
illustrates the calculations below for each year and employee group.

Table 4

Step 4: Incorporate nuclear allocation and OM&A attribution adjustments

OPG $ Variance Nuclear $ Nuclear $ OMG&A Attribution OM&A $
OPG Group ($MM) Allocation %  Allocation ($MM) % Attributed ($MM)

(P)=NxO (R)=PxQ

PWU (Regular)
2022 [N 75.6% | $56.7 | 847% | $480
2023 75.6% i $49.3 i 83.9% i $41.4
2024 74.5% ! $45.2 ! 81.5% ! $36.9
2025 73.5% i $39.6 i 75.6% i $29.9
2026 72.2% ! $35.0 ! 57.1% ! $19.9
T IR S
2022 100.0% i ($43.6) ! 99.2% : ($43.3)
2023 100.0% i ($44.8) i 99.2% i ($44.4)
2024 100.0% ! ($47.4) ! 99.1% ! ($47.0)
2025 100.0% i ($34.7) i 97.3% i ($33.8)
2026 ___ 100.0% | ($5.6) b 0.0% I $0.0
PWU (Regular + Terms)
2022 ¥ X A A S Y
2023 - i $4.6 i - i ($3.0) i
2024 - ; ($2.2) ! - ! ($10.1) !
2025 - i $4.9 i - i ($3.8) i
2026 - L %294 1 - L %199 |
Society
2022 |SSEEEEEEEEEN 791% |  $431 | 3 753% | $32.5 !
2023 79.0% $36.8 74.7% $27.5 i
2024 78.6% $30.5 73.7% $22.5 !
2025 76.7% $24.6 69.3% $17.1 i
2026 72.3% $17.8 62.1% $11.0 [
Management L
2022 79.7% ($28.5) 79.3% ($22.6) !
2023 79.9% ($32.2) 79.3% ($25.5) i
2024 79.2% ($34.7) 78.2% ($27.1) !
2025 76.8% ($32.2) 75.8% ($24.4) i
2026 ($25.1) ($18.4) '
Overall (Sum of groups)

: ) | : $14.7 :
2023 - i $9.1 i - i ($1.1) i
2024 . : ($6.3) : . ! ($14.7) !
2025 - i ($2.7) i - i ($11.2) i
2026 - L $220 1 - L %126 i
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The following response was prepared by OPG:

The percentage changes from 2019 in step 2a and the corresponding year-over-year
percentage changes in step 2b were derived directly from the corresponding employee
group line items in Ex. L-F4-03-Society-018, Attachment 1 (i.e., line 26 for
Management, line 27 for Society, line 29 for PWU Regular and line 31 for PWU Term).

The 2022-2026 OM&A attribution percentages in step 4 represent the distribution of
labour costs, by employee group, as reflected in the annual requested nuclear revenue

requirement in this application and summarized on an overall basis in Ex. L-F4-03-
Staff-275, Attachment 1.
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UNDERTAKING JTX4.18

Undertaking

TO UPDATE THE ANALYSIS IN SEC 149 TO INCLUDE THE IMPACT OF THE
HYDRO ONE SHARES, AND THEN SIMILARLY PROVIDE THAT DETAILED
CALCULATION AS TO THE PREVIOUS UNDERTAKING.

Response

The following response was prepared by Willis Towers Watson (“WTW?):

Table 1 below provides an estimate of the dollar difference, by year, between total
remuneration (including Hydro One shares) for each of PWU, Society, and
Management employee groups and the market 50" percentile:

Table 1: Estimated Dollar Difference between Total Remuneration — OPG
Overall and Market P50

PWU ($Millions) Society ($Millions) Management ($Millions) Overall ($Millions)

Market $ Variance Market $ Variance Market $ Variance Market $ Variance

2019 $682.1 $601.8 $80.2 $529.3 $459.2 $228.6 $259.2 ($30.7) $1,440.0 $1,320.2 $119.7

2022
2023
2024

2025

2026

Table 2 below provides, by year, the portion allocated to the nuclear operations and
the portion of the allocated nuclear values that are attributed to OM&A expenses.
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Table 2: Estimated Dollar Difference between Total Remuneration — Amounts
allocated to Nuclear Facilities and attributable to OM&A portion of Total

Compensation
PWU ($Millions) Society ($Millions) Management ($Millions) Overall ($Millions)
M o, Mewes L MmO Meme W
Variance Variance Variance Variance
2019 - - - = -
2022 $20.7 $11.2 $47.2 $35.5 ($28.5) ($22.6) $39.4 $24.2
2023 $12.0 $3.2 $40.7 $30.4 ($32.2) ($25.5) $20.5 $8.1
2024 $4.9 ($4.3) $34.2 $25.3 ($34.7) ($27.1) $4.5 ($6.1)
2025 $10.7 $0.6 $27.5 $19.1 ($32.2) ($24.4) $6.0 ($4.8)
2026 $33.5 $22.3 $19.7 $12.3 ($25.1) ($18.4) $28.2 $16.2

The 2019 values for PWU, Society, and Management employee groups in Table 1 are
consistent with the results of WTW’s 2019 compensation benchmarking report (Ex. F4-
3-1, Attachment 2), extrapolated to reflect the full OPG population within each
representation based on relative percentage of benchmarked employees." Table 3,
step 1 below illustrates the calculations for each employee group, separately showing
PWU Regular and PWU Term Employees.

Table 3

Step 1: Extrapolation of 2019 total benchmarked values to reflect full OPG population
2019 Total Dollar Values ($MM) % of OPG 2019 Total Dollar Values ($MM)
OPG Benchmarked Population Matched Full OPG Population
OPG Market Incumbents OPG Market

(D)=A*(1+(1-C))|(B=B*(1+(1-C))[ (F)=(D/E)-1

PWU (Regular) 18.1%

PWU (Terms) -43.6%

PWU (Regular + Terms) 13.3%

Society 15.3%

VELELTY
OPG Group

Management -11.8%
Overall (Sum of groups) $1,241.8 $1,139.7 $1,440.0 $1,320.2

In Step 2 presented in Table 4 below, WTW then calculated the projected year over
year headcount changes for each year and employee group based on a percentage
change from the 2019 headcount as provided by OPG (Table 5 in L-F4-03-SEC-149
and reproduced below in Table 5).

" As the overall OPG results shown are based on the extrapolated total across all three representations, it may not
align to the overall OPG results in the 2019 compensation benchmarking report that was based on benchmarked
incumbents.
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Table 4

Step 2: Incorporate projected OPG headcount reductions (%) and calculate the year over year % change for each year from 2019

OPG Headcount Projections

2020 2021 2022 2023 2024 2025 2026
OPG Group Overall
2019 Year over Year over Year over Year over Year over Year over
% change Year % % change Y. o % change Year % % change Y. o% % change Year % % change Year % % change
LECCET from 2019 Sar % from 2019 Sar % 1 from 2019 S % | from 2019 °ar % | from 2019 Sar %1 from 2019 °ar % | from 2019
change change change change change change

Total Exc. Nuc. Auth 4754
Nuclear Authorized 244
PWU (Regular) 4608
PWU (Terms) 390

Total Exc. Nuc. Auth 3020

Nuclear Authorized 95

Total Exc. Nuc. Auth 1019

Nuclear Authorized 50
OPG Overall 9182

| Reflects amounts presented in L-F4-03-SEC-149 Table 5 l

Table 5: OPG Headcount — 2019-2026

OPG Headcount Projections

OPG Group
2022 2023

PWU 100.0%
PWU Terms 100.0%
Society 100.0%
Management 100.0%
Overall 100.0%

The dollar differences in each year over the 2022-2026 IR term were determined based
on the following steps and assumptions:

e Update the OPG benchmark data based on changes in salary assumed in
OPG'’s business plan as provided in the Table 6 below (same as Table 3 in L-
F4-03-SEC-149).

Table 6: OPG Salary Assumptions — 2020-2026

e Adjust OPG’s data for the forecasted number of employees receiving Hydro
One share awards — given that new hires do not receive Hydro One shares —
based on the following information provided by OPG (refer to Table 7 below).
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Table 7: Employees Receiving Hydro One Share Awards

e Adjust the market benchmark data based on future wage / salary increases
determined by WTW and set out in Table 8 below (same as Table 4 in L-F4-03-
SEC-149), reflecting the following assumptions:

o

(@)

Salary increase assumptions for 2020 and 2021 are sourced from
WTW’s 2020 Canadian General Industry Salary Budget Survey.

For the remaining years, estimated market increases for Management
group employees are based on estimated || KGN
I 'hich represents the average premium of salary
increases above CPI over the past five years.

Salary increase assumptions for represented employees tend to track
I Hovever, the market for PWU and Society
positions includes a mix of represented and non-represented employees,
therefore the salary premium was adjusted to reflect an estimate of the
unionized versus non-unionized workforce. Specifically, salary increase
assumptions include estimated

Il based on an estimate that 70% of the Canadian workforce is non-
unionized.

Table 8: Adjustments to Market Benchmark Data for Future Wage / Salary

Increases
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Estimate dollar differentials based on the difference between OPG’s total
remuneration and the market median total remuneration for the corresponding
employee group for each year. In doing so, for each year, OPG total values and
the market were adjusted to reflect the percent changes in headcount from
Tables 4 and 5 above, percent changes in the number of employees eligible for
Hydro One share awards per Table 7 above and expected salary increases at
OPG and in the market per Table 6 and Table 8 above, respectively. These
steps are captured in Table 9 below.

Table 9

Headcount Ending Total§  Beginning Total § ~ Sal Ending Total §
Adjustment%  Value (SMM) Value (SMM)  Adj Value (SMM)

(D) for 2019 (H) from step 2 () for 2019 (@=(N/P)-1

2019

PWU (Terms)

$655.8 n/a n/a n/a $555.2 n/a n/a 18.1%

2019

PWU (Regular + Terms)

2019

* Note: 2021-2022 Hydro One share awards percentage shown relative to 2019. Number of employees eligible for Hydro One share awards in 2020 and 2021 is held constant for presentation purposes

Allocate the total remuneration differentials to the nuclear operations based on
the percentage of OPG’s total compensation cost attributed to the nuclear
operations by employee group (results shown in Table 1 above), and then
further attribute the results to OM&A expenses on the basis of the percentage
of OPG’s total compensation cost attributed to the nuclear operations that is
represented by OM&A expenses by employee group (results shown in Table 2
above); these percentages as provided by OPG are set out in Table 10 below
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and the calculations are provided in Table 11 below (same as L-F4-03-SEC-149

Table 6).

Table 10: OPG Allocations

Nuclear % of Total 2022 2023 2024 2025 2026
Management 80% 80% 79% 77% 71%
Society 79% 79% 79% 77% 72%
PWU- Reg 76% 76% 74% 74% 72%
PWU- Term 100% 100% 100% 100% 100%
OM&A % of Total Compensation 2022 2023 2024 2025 2026
Management 79% 79% 78% 76% 73%
Society 75% 75% 74% 69% 62%
PWU- Reg 85% 84% 82% 76% 57%
PWU- Term 99% 99% 99% 97% 0%
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Table 11

Step 4: Incorporate nuclear allocation and OM&A attribution adjustments

OPG $ Variance Nuclear $ Nuclear $ OM&A OMB&A $
OPG Group ($MM) Allocation %  Allocation ($MM)  Attribution %  Attributed ($SMM)

(s) (T)=RxS (V)=TxU
PWU (Regular)
2022 75.6% $64.4 84.7% $54.5
2023 75.6% $56.7 83.9% $47.6
2024 74.5% $52.3 81.5% $42.6
2025 73.5% $45.4 75.6% $34.4
2026 72.2% $39.1 57.1% $22.3
PWU (Terms)
2022 100.0% ($43.6) 99.2% ($43.3)
2023 100.0% ($44.8) 99.2% ($44.4)
2024 100.0% (347.4) 99.1% ($47.0)
2025 100.0% ($34.7) 97.3% ($33.8)
2026 100.0% ($5.6) 0.0% $0.0
PWU (Regular + Terms)
2022 - $20.7 - $11.2
2023 - $12.0 - $3.2
2024 - $4.9 - ($4.3)
2025 - $10.7 - $0.6
2026 = $33.5 - $22.3
Society
2022 79.1% $47.2 75.3% $35.5
2023 79.0% $40.7 74.7% $30.4
2024 78.6% $34.2 73.7% $25.3
2025 76.7% $27.5 69.3% $19.1
2026 72.3% $19.7 62.1% $12.3
Management
2022 79.7% ($28.5) 79.3% ($22.6)
2023 79.9% ($32.2) 79.3% ($25.5)
2024 79.2% ($34.7) 78.2% ($27.1)
2025 76.8% ($32.2) 75.8% ($24.4)
2026 ) ( )
Overall (Sum of groups)

As in Ex. L-F4-03-SEC-149, WTW notes that Society Extended Temporary Employees
(“ETESs”) were excluded from the 2019 compensation benchmarking report and are
also excluded from this analysis. Given that Society ETEs cannot join OPG’s pension
plan, WTW expects that including Society ETEs would improve OPG’s positioning
relative to market and therefore the total remuneration dollar variance between OPG
and the market.

WTW also notes that in the total remuneration calculation, total direct compensation
reflects the cost of the employer providing the target level of compensation, while
pension and benefits values represent the estimated employer provided value. The
pension and benefit values may not align directly with the cost for OPG to provide these
programs; therefore, WTW suggests caution in using total remuneration, which reflects
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a mix of cost and value, to assess OPG’s overall cost competitiveness relative to the
market 50" percentile.

The following response was prepared by OPG:

The percentage changes from 2019 in step 2a and the corresponding year-over-year
percentage changes in step 2b were derived directly from the corresponding employee
group line items in Ex. L-F4-03-Society-018, Attachment 1 (i.e., line 26 for
Management, line 27 for Society, line 29 for PWU Regular and line 31 for PWU Term).

The 2022-2026 OM&A attribution percentages in step 4 represent the distribution of
labour costs, by employee group, as reflected in the annual requested nuclear revenue
requirement in this application and summarized on an overall basis in Ex. L-F4-03-
Staff-275, Attachment 1.

The forecasted total of PWU and Society employees eligible for Hydro One share
awards can also be found at Ex. L-F4-03-PWU-031, Chart 1.









