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UNDERTAKING JT1.21

Undertaking

TO PROVIDE THE COMBINED 2020-2021 AS WELL AS IN THE 2022 TO 2026
IMPACT ON DARLINGTON AND PICKERING AS A RESULT OF COVID-19, SO THE
TERAWATT IN EACH OF THOSE YEARS, AS WELL AS THE REVENUE IMPACT IN
EACH OF THOSE YEARS. SO ACTUAL AND FORECAST BASED ON YOUR
PAYMENT AMOUNTS YOU'RE SEEKING FROM 2022 TO 2026.

Response

The production impact for 2020-2026 of OPG’s response to COVID-19, by nuclear
station, is shown in Chart 1 below. This combines information previously presented in
Ex. L-E2-01-SEC-114 and Ex. L-A2-02-CCC-013, Attachment 1, Note 3 (2020-2021)
and Ex. L-E2-01-Staff-187 (2022-2026)."

The Darlington production impacts are due to the deferred start of the Unit 3
refurbishment in 2020, the cascading effects on the refurbishment start dates for
Units 1 and 4, and the associated changes in other planned outages during 2020-2021
to support these adjustments to the refurbishment schedule (Ex. D2-2-5). OPG has not
forecasted any additional generation impacts due to COVID-19 for the 2022-2026
period; as such, the entirety of the 2022-2026 production impacts shown is due to
changes in timing of refurbishment outages relative to the 2020-2021 period.

Chart 1: COVID-19 Production Impacts 2020-2026 (TWh)

2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026
Darlington NGS 4.3 -2.1 0.9 0.1 -0.3 -2.3 -2.6
Pickering NGS -0.1 0.0 0.0 0.0 0.0 0.0 0.0
Total Production Impact 4.2 -2.1 0.9 0.1 -0.3 -2.3 -2.6

For the 2022-2026 period, Chart 2 below provides the impacts on fuel costs, estimated
direct base OM&A costs for operating Darlington Units and certain Darlington Cyclical
Outage OM&A costs, all of which arise due to the change in timing of refurbishment
outages relative to the 2020-2021 period and therefore offset the corresponding
impacts in the 2020-2021 period.

' Forecast years 2022-2026 shown before forced loss rate assumptions.
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Chart 2: COVID-19 Production-Related Revenue Requirement Impacts ($M)

2022 2023 2024 2025 2026
Fuel Costs $4.8 $0.6 $(1.9) $(12.5) $(15.2)
Direct Operating Costs- $1.0 $0.0 $(0.4) $(2.5) $(2.8)
Base OM&A
Darlington Cyclical $(3.8) $13.0 $2.4 $0.8 -
Outage OM&A
Revenue Requirement $2.0 $13.6 $0.1 $(14.2) $(18.0)
Impact

The calculation of the net revenue related impacts in 2020-2021 associated with
COVID-19 is shown in Ex. L-A2-01-CCC-013, Attachment 1, line 7 and totals a net
increase of $80.9M over the period.? This comprises revenue-related impacts at
approved nuclear payment amounts due to variances in production in Chart 1 and
associated direct base and outage OM&A and fuel costs.

The forecasted net impact on the 2022-2026 revenues arising from the COVID-19
production impacts in Chart 1 and corresponding forced loss rate assumptions, as well
as from the revenue requirement impacts in Chart 2, is provided in Chart 3 below (i.e.,
the loss in revenue that would occur if payment amounts were based on a production
forecast and revenue requirements that did not reflect these impacts). This calculation
is based on the proposed weighed average payment amounts in this application.3

Chart 3: Revenue Impacts of COVID-19 Production-Related Impacts ($M)

2022
$90.1

2023
$3.1)

2024
($31.4)

2026
$(237.3)

Total
$(376.4)

2025
$(194.9)

Revenue
Impact

2 Partly offsetting this impact are the incremental OM&A costs of $34.3M incurred by OPG over 2020-2021 in
response to the COVID-19 pandemic, as set out at Ex. L-A2-01-CCC-013, Attachment 1, line 10.

3 In this scenario, there would be some impacts on the proposed smoothed nuclear payment amounts in connection
with the COVID-19 production impacts, which have been factored into the calculation in Chart 3. The recalculated
payment amounts would be: $102.33/MWh in 2022, $105.23/MWh in 2023, $104.15/MWh in 2024, $104.50/MWh
in 2025 and $115.96/MWh in 2026.
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CCC Interrogatory #13

Interrogatory

Reference: Exhibit A2/T2/S1/p. 8

The evidence states the 2020-2026 Business Plan includes the actions taken to date by
the company in response to COVID-19, including the through a generation plan that
reflects a deferred Darlington refurbishment schedule and other associated changes in
Darlington outages, and certain incremental expenditures being incurred | the course of
the pandemic:

a) Please provide an estimate of all expected COVID-19 impacts for 2020 and
2021;

b) What is the expectation these impacts will go beyond 20217

c) Please provide all of OPG’s submissions made to the OEB as part of its
Consultation on the Deferral Account (EB-2020-0133).

Response

a) Refer to Attachment 1 for OPG’s estimate of 2020 actual and 2021 budgeted COVID-
19 impacts for the prescribed facilities (nuclear and regulated hydroelectric). These
impacts comprise:

e revenue-related impacts due to variances in generation and associated direct
costs at line 7,

e incremental OM&A costs (net of savings), other than those subject to the Capacity
Refurbishment Variance Account (“CRVA”), at line 10",

e OM&A costs that are subject to the CRVA at line 162, and

e timing differences in non-CRVA eligible project OM&A costs at line 11.

There are no impacts of COVID-19 on the projected cumulative in-service capital by
the end of 2021. The COVID-19 impact on Darlington Refurbishment Program capital
expenditures is discussed at Ex. L-A2-02-Staff-018.

b) OPG has not planned any incremental COVID-19 impacts beyond 2021, with the
exception of the DRP-related expenditures discussed in Ex. L-A2-02-Staff-018. As
discussed in Ex. L-E2-01-SEC-114, the Darlington refurbishment schedule change in
response to COVID-19 in 2020 is reflected in the production forecast for the IR term.

c) Refer to Attachments 2-5.

! Updated for current forecast being reflected in OPG’s Temporary Reporting Requirement Related to COVID-19.
2 Refer to Ex. L-A2-02-Staff-018 for further discussion on non-DRP CRVA-eligible costs.

Witness Panel: Finance and D&V Accounts
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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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700 University Avenue, Toronto, Ontario M5G 1X6 Tel: 647-237-3703 lindsey.arseneau@opg.com

June 11, 2020

VIA RESS AND EMAIL

Ms. Christine E. Long
Registrar and Board Secretary
Ontario Energy Board

27™ Floor,

2300 Yonge Street,

Toronto, ON M4P 1E4

Dear Ms. Long:

Re: Board File No. EB-2020-0133
Noti f Inter f Ontario Power Generation Inc.

Please find attached Ontario Power Generation Inc.’s (“OPG”) comments on
the draft issues list in the above referenced Board consultation. This
consultation deals with the development of new accounting guidance and filing
requirements for the review and disposition of the deferral account relating to
the impacts arising from the COVID-19 emergency in the electricity and natural
gas sectors.

If there are any questions with respect to this notice, please do not hesitate
to contact me.

Yours truly,
“original signed by”

Lindsey Arseneau-MacKinnon

Cc: B. MacDonald, Ontario Power Generation Inc. (by email)
A. Collier, Ontario Power Generation Inc. (by email)
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GENERATION EB-2020-0133

The Ontario Energy Board (“OEB”) has established a deferral account to track the
impacts arising from the COVID-19 emergency (“Deferral Account”’) effective on
March 24", 2020. The account applies to all OEB rate-regulated utilities. On May
14t 2020, the OEB issued a draft issues list for its consultation on the Deferral
Account. On May 28™, 2020 the OEB held a preliminary stakeholder meeting on
the draft issues list, and has invited comments by stakeholders to be submitted
by June 11t 2020.

Additionally, in a letter of May 12, 2020, as clarified in a letter of May 20%, 2020,
the OEB implemented non-confidential monthly reporting requirements of
balances recorded in the Deferral Account by licensed electricity distributors. On
June 4% 2020, the OEB issued a letter setting out its intention to make this
reporting data available to participants in the consultation and noted that it
would take appropriate steps to make available similar data for other regulated
utilities, including Ontario Power Generation (oPG”).

OPG appreciates the OEB's recognition of the pandemic’s impact on the industry
and the opportunity to participate in this consultation. As customers, utilities, and
the OEB continue to work through the unprecedented circumstances posed by
the evolving COVID-19 emergency, OPG supports a thoughtful yet expeditious
approach to addressing the various issues related to the Deferral Account. OPG
believes that providing all parties with greater certainty would improve the
industry’s overall ability to manage these inherently uncertain conditions for the
benefit of both customers and shareholders. For its part, OPG remains committed
to continuing to provide a safe, reliable, and sustainable supply of electricity to
Ontario, while taking measures to help protect the health and safety of its workers
and communities.

In this submission, OPG provides comments generally intended to simplify and
consolidate the issues list in order to more efficiently advance the consultation,
while recognizing that different utilities may experience different circumstances
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through the pandemic. As requested by the OEB, OPG also provides substantive
comments on Issue 1(a), namely regarding potential advanced policy direction
to provide greater certainty with respect to the recoverability of amounts tracked
in the Deferral Account.

Issue 1

As a substantive matter related to Issue l(o), OPG believes there is one area that
would benefit from some advanced guidance from the OEB. Namely, OPG
believes that utilities could benefit from interim guidance on any screening
criteria the OEB believes should be considered in determining costs for inclusion
in the Deferral Account reporting contemplated by its letters of May 12, 2020 and
June 4™ 2020, beyond causality, prudence and materiality. In addition to
providing a set of “ground rules’ to facilitate a degree of consistency for this initial
reporting, such guidance could also help provide greater near-term certainty
with respect to the potential recoverability of certain amounts tracked in Deferral
Account.

OPG appreciates that it is not practical for the OEB to set out a full framework of
criteria at this stage, indeed as the final determination of such criteria is intended
to be informed by this consultation. OPG also believes that any such interim
criteria should not preclude utilities from including other legitimate costs in the
Deferral Account reporting. However, OPG is of the view that some degree of initial
alignment on the reporting data would make it more meaningful for consultation
participants.

OPG does not have any revisions or comments on Issues 1(b) and 1(c) as
proposed.
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Issue 2

The COVID-19 emergency is continuing to evolve, with industry impacts
potentially varying now and in the future, regionally across the province and
between sector participants. For example, impacts on utilities may depend on
location (urban versus rural), service provided (distribution, transmission or
generotion) and the extent and manner in which human resources are deployed.
Given that the extent and nature of the COVID-19 emergency is unlike any other
circumstance that has previously given rise to costs and revenue consequences
and been the subject of OEB policy, OPG believes it is appropriate to broaden the
scope of this issue and not limit consideration to issues considered in past
consultations.

OPG proposes to revise wording of this issue to read as follows:

What regulatory principles should the OEB consider for matters relating to
recording and disposition of the Account?

Issue 3

OPG does not have any revisions or comments on this issue as proposed.

Issue 4

OPG believes that given the OEB has established an “other” sub-account, this item
can be eliminated from the issues list. The measures utilities are taking in
response to the COVID-19 pandemic will vary and it is likely impractical to
establish sub-accounts to capture the full range of potential impacts. Therefore,
OPG proposes that utilities make use of the “other” sub-account rather than await
a consultation outcome to determine if further sub-accounts are established.
Disposition of the balances in the three currently established sub-accounts
would be subject to the principles and criteria established as part of this
consultation.
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Issue b

OPG believes it would be appropriate to remove this item from the issues list. As
expressed by various participants at the May 28" stakeholder session, the
impacts of the current emergency will manifest differently for utilities across the
province. The COVID-19 emergency is not akin to routine or typical cost or
revenue related endeavours undertaken by utilities that enable comparator
groups and benchmarking opportunities. Indeed, there would be no historical
basis of comparison. OPG does not see any practical or meaningful
bbenchmarking solution that could be applied and as such believes that Issue 5
(parts (a) and (b)) should be excluded from the issues list.

Issue 6

Given the range of industry participants, OPG believes that this issue should first
consider whether there should be a consistent accounting methodology applied
across utilities before assessing what criteria should be used to determine the
basis for such a methodology. It may also be helpful to clarify that the issue is in
reference to a regulatory accounting methodology, as utilities would be required
to account for COVID-19 related impacts and the Deferral Account under their
respective financial accounting frameworks for financial statement purposes.

OPG proposes this issue be revised and worded as follows:

Should there be a consistent regulatory accounting methodology utilized
across the sector including both the electricity and gas sectors, including
electricity transmitters and OPG? If so, what criteria should be considered
to determine the appropriate approach?

Issue 7

Given the unique circumstances that each utility faces in responding to COVID-
19, OPG believes that it would not be practical or useful to approach this
consultation with the aim of producing a discrete list of identifiable costs and

4
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savings that are eligible for inclusion in the Deferral Account. Rather than focus
on types of items, OPG proposes that the issue should focus on a set of criteria
utilities should use to assess whether cost impacts are eligible for inclusion in the
account. OPG also believes that discussion of financing costs and “offsetting”
sources of funds referred to in Issue 8 and Issue 9, respectively, can be
accommodated under this issue rather then being broken out on their own.

OPG proposes revised wording of this issue to read as follows:

What criteria should be used to assess the incremental costs (including
pass-through amounts), cost savings and ‘offsetting” sources of funds to
be recorded in the Account, including the effective date of recording these
components in each of the sub accounts?

Issue 8

As noted under Issue 7, OPG does not believe that an issue focussing specifically
on financing costs is required. The proposed revised Issue 7 subsumes the
consideration of financing costs with the context of the criteria that would be
considered to assess the eligibility of recorded costs.

Issue 9
As identified under Issue 7, OPG proposes to consolidate this issue with Issue 7.
Issue 10

As noted under Issue 7, given the unique circumstances that each utility faces in
responding to COVID-19, OPG believes that it would not be practical or useful to
approach this consultation with the aim of producing a list of revenue impacts
that are eligible for inclusion in this account. Rather than focus on the types of
items, OPG proposes that the issue should focus on the criteria utilities should
use to assess whether revenue impacts are eligible for inclusion in the account.

OPG proposes to revise the wording of this issue to read as follows:

Other than impacts arising from loss of load discussed in the next issue,
what criteria should be used to assess what types of revenue impacts
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arising as a result of the COVID-19 emergency, including lost revenue
associated with any actions taken to provide relief to customers, should be
recorded in the lost revenue sub-account?

Issue 11
OPG does not have any revisions or comments on this issue as proposed.
Issues 12, 13, and 14

The OEB’s consideration of the combined criteria of causality, prudence and
materiality in respect of deferral and variance accounts is well established.
Therefore, in regard to an efficient process and timely completion of the
consultation, OPG proposes that it would be reasonable to also combine
these three related issues instead of dealing with each causality, prudence
and materiality discretely.

OPG proposes the following consolidated wording:

How should the OEB address causality, prudence and materiality for the
amounts to be recorded in the account and ultimately recovered?

Issue 15

OPG does not have any revisions or comments on this issue as proposed, noting

that it would not be applicable to OPG’s payment amounts.

Issue 16

OPG does not have any revisions or comments on this issue as proposed.
Issue 17

OPG does not have any revisions or comments on this issue as proposed.
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a) Should the OEB provide advanced policy direction in the near term (for
example at the time of establishing the Final Issues list), to provide greater
certainty with respect to the recoverability of amounts tracked in the
Account, such as by confirming the recoverability of any incremental bad
debt expense?

b) Should the OEB consider interim disposition of the Account, until such
time as the final balance is brought forward for review and disposition?
c) What specific accounting guidance or policy direction should the OEB
provide for the Account that may enable the Utilities to better access
incremental lines of credit and other types of borrowing facilities during the
COVID-19 emergency?

. What regulatory principles should the OEB consider for matters relating to

recording and disposition of the Account?

. Are there other types of costs previously considered by the OEB that

provide suitable analogies for the consideration of the Account? For
example, should other precedents such as the OEB's Z-factor policy be
considered by the OEB?

. Should there be a consistent regulatory accounting methodology utilized

across the sector including both the electricity and gas sectors, including
electricity transmitters and OPG? If so, what criteria should be considered
to determine the appropriate approach?
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What criteria should be used to assess the incremental costs (including
pass-through amounts), cost savings, and “offsetting” sources of funds to
e recorded in the Account, including the effective date of recording these
components in each of the sub accounts?

Other than impacts arising from loss of load discussed in the next issue,
what criteria should be used to assess what types of revenue impacts
arising as a result of the COVID-19 emergency, including lost revenue
associated with any actions taken to provide relief to customers, should be
recorded in the lost revenue sub-account?

o) To what extent should loss of load be recoverable in the Account?

b) If loss of load should be considered, what criteria, measurements, and
limitations of the quantum impact for loss of load should be considered?
C) If loss of load should be considered, how should the OEB differentiate
between permanent and temporary lost load revenues and determine the
effective date of recording these components?

d) When determining the impacts arising from loss of load, how should the
OEB address responsibility, including any rate class cross-subsidization?
e) As an alternative to recording loss of load amounts in the Account,
should there be consideration for early rebasing or a special rates
adjustment to address redistribution of the overall lower load amongst the
other rate classes?

How should the OEB address causality, prudence, and materiality for the
amounts to be recorded in the account and ultimately recovered?

How should the impact on the different rate zones and customer classes
be reflected in the Account, particularly when the Utilities seek recovery of
the Account, including proposed bill impact and cost allocation issues?

.a) Should the OEB consider a cost-sharing model between the Utilities'

ratepayers and shareholders regarding the recovery of the Account?
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b) What factors should the OEB take into consideration in considering any
cost sharing, such as the impact of the COVID-19 emergency on the
broader Ontario business environment?

c) If a cost sharing model should be considered, on what basis should the
allocation of this cost-sharing be considered?

. Should the OEB require an external audit of the Account balance,

particularly in the event that a non-December 31 balance is approved for
recovery?
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700 University Avenue, Toronto, Ontario M5G 1X6 Tel: 647-237-3703 lindsey.arseneau@opg.com

June 18, 2020

VIA RESS AND EMAIL

Ms. Christine E. Long
Registrar and Board Secretary
Ontario Energy Board

27% Floor,

2300 Yonge Street,

Toronto, ON M4P 1E4

Dear Ms. Long:

Re: Board File No. EB-2020-0133
Repl mmen f Ontario Power Generation Inc.

The Ontario Energy Board (“OEB”) has established a deferral account to track the
impacts arising from the COVID-19 emergency (“Deferral Account”) effective on March
24" 2020. The account applies to all OEB rate-regulated utilities. On May 14™, 2020,
the OEB issued a draft issues list for its consultation on the Deferral Account. On May
28", 2020 the OEB held a preliminary stakeholder meeting on the draft issues list, and
invited comments by stakeholders to be submitted by June 11", 2020. The OEB has
also allowed for stakeholder reply comments by June 18", 2020. Below are OPG's
reply comments on the June 11" stakeholder submissions.

The COVID-19 emergency continues to evolve with many of the industry impacts
unlikely to be fully realised in the short term. Impacts of the pandemic will vary over
time, and across utilities depending on such factors as location, type of service, and
the extent and way human resources are deployed. To that end, OPG’s June 11%
submissions focussed on simplifying and consolidating the issues list to allow the
consultation to proceed efficiently. In that submission, OPG proposed revisions to the
list that laid out a lesser number of issues aimed at establishing a common set of
principles and criteria to help to inform amounts eligible for recording and recovery in,
and the overall operation of the Deferral Account. While OPG believes that such
principles and criteria should be sufficiently broad to address a range of varied
circumstances that different utilities may experience, OPG also believes that the
consideration of these issues should take place without unnecessarily expanding the
scope of the consultation beyond its stated purpose.’ Striking this balance at the issue
list stage is important to ensuring that the consultation supports issuance of practical

" “The objective of the consultation is to assist the OEB in the development of new accounting guidance
related to the Account and filing requirements, where appropriate, for the review and disposition of the
Account, giving due regard to bill impacts on customers.” (OEB's May 14" letter, p. 2)
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OPG has observed that many of the June 11" stakeholder comments have taken a
different approach than OPG. In particular, some comments proposed revisions to the
issues list that if adopted would expand the consultation beyond its scope and/or result
in a relatively longer list of discrete or niche issues. Indeed, a number of submissions
propose issues effectively aimed at examining the underlying need for the Deferral
Account, with some inviting the OEB to consider imposing conditions on utilities that
may go beyond the OEB’s jurisdiction. OPG does not support these modifications,
many of which appear to be inconsistent with the objectives of the consultation, may
introduce overly broad topics, and overall lead to a more prolonged consultation
process.

In addition and consistent with its submission above, OPG believes it is not helpful or
practical to the establishment of the principles and parameters around the Deferral
Account at this stage to consider issues that focus on narrow aspects that are germane
to a select few or individual utilities. As an example, SEC’s suggested modification to
Issue 11 references their understanding of differences relative to forecast in OPG’s
combined nuclear production from Darlington station’s Unit #2 and #3 during the
Darlington Refurbishment Program. Utility specific circumstances such as these are
best left to a proceeding relating to that utility when the appropriate facts and context
are known and not as part of a stakeholder consultation intended to establish the
principles and criteria for the Deferral Account generally.

The proposed changes of the Ontario Energy Association on behalf of CLD+, to
replace issue #16 (b) with the following wording are also consistent with OPG’s
submissions.

“What factors in addition to those already outlined in the OEB guidelines for
electricity distributors, transmitters and natural gas distributors, and any public
policy imperatives, should the OEB take into consideration in considering any
cost sharing?”

OPG finds this revised wording to be an improvement from the draft issues list and
supports the OEB adopting these revisions. OPG agrees that the proposed wording

connects the question of cost sharing back to established OEB guidance, and finds
that it will help to advance this consultation more effectively.

Yours truly,

“original signed by”

Lindsey Arseneau-MacKinnon

Cc:
B. MacDonald, Ontario Power Generation Inc. (by email)

A. Collier, Ontario Power Generation Inc. (by email)
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Ms. Christine E. Long
Registrar

Ontario Energy Board

P.O. Box 2319

2300 Yonge Street, 27™ Floor
Toronto, ON

M4P 1E4

Dear Ms. Long:

RE: EB-2020-0133 — Consultation on the Deferral Account — Impacts Arising from the COVID-19
Emergency — OPG Comments on OEB Staff Proposal

OPG has had the opportunity to review the reports prepared by London Economics International LLC
relating to the COVID-19 Pandemic and OEB staff's Proposal for the treatment of the Deferral Account for
Impacts Arising from the COVID-19 Emergency (the “Account”). Pursuant to the OEB's letter of December
16, 2020, OPG submits the following comments on OEB staff's Proposal for consideration by the OEB.

1. Application of the Account

OEB staff's Proposal recommends that the Account record incremental cost savings and revenue gains
attributable to the pandemic, in addition to incremental costs and revenue losses. Where an account is
in a net credit position, OEB staff propose that utilities not be required to settle such balances and
therefore not be required to bring them forward for disposition. OPG agrees with this outcome and the
OEB staff's position that the Account was established to facilitate the need for relief by utilities rather than
an industry-wide variance account for all pandemic-related impacts.

In its reply comments of June 18, 2020 as part of this consultation, OPG noted that the COVID-19
emergency was continuing to evolve and that many of the industry impacts were unlikely to be fully
realised in the short term. OPG believes this continues to be the case. To the extent that the Account can
provide relief to utilities that have to date experienced impacts supporting the need for such relief, it
should do so; however, it need not serve as a true up for any and all pandemic-related impacts (debit
or credit) that have or may arise. Impacts of the pandemic will likely continue to vary over time, possibly
enduring for more extended periods than originally assumed. This would further make it impractical for
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the Account to track all such related impacts, rather than as serve as a temporary relief mechanism for
affected utilities as originally intended.

2. Measuring Incremental Impacts
OEB staff has proposed that for the purpose of recording amounts in the Account:

e incremental costs should be measured against the greater of the amount embedded in base
rates and the highest actual annual amount over the past five years, and

e incremental savings should be measured against the lower of the amount embedded in base
rate and the lowest actual annual amount over the past five years.

OPG finds that this process for measuring incrementality can add unnecessary complexity and
administrative burden for Account record-keeping. OPG believes that where a cost or cost savings
impact can be readily and directly attributed to an activity resulting from the pandemic, it should be
recorded in full in the deferral account (net of any otherwise unutilized emergency-related funding
reflected in a utility’s rates, as noted by OEB staff). This would provide a more accurate and transparent
assessment of the financial impact resulting from the pandemic.

The further step of comparing the level of actual costs against amounts reflected in rates may only be
necessary where it is not reasonably possible to trace specific costs or savings to the pandemic. In those
instances, OPG suggests that utilities be allowed to develop and justify measurement methods against
amounts in rates that are appropriate to their situation and nature of impacts. OPG does not believe that
a prescriptive approach as set out in OEB staff's proposal, including use of a historical five-year period,
is hecessarily appropriate and may result in unintended outcomes. For example, different utilities may
have faced any number of circumstances resulting in actual costs varying materially, up or down, from
the amounts embedded in rates in at least one of the last five years. Some utilities may be focused on
making permanent improvements in their cost structure, which would make prior year cost levels an
inappropriate basis to establish the financial impacts of the COVID-19 pandemic.

Additionally, allowing utilities greater discretion for proposing a basis for determining the incremental
impacts would facilitate efficiencies, as some utilities may have already put in place certain processes
to track the impacts, which will have been in place for a number of months by the time the final Account
guidance is issued.

3. Financing Impacts

OEB staff has proposed that the “benefits of lower interest rates, payment deferrals, or other gains from
strategic refinancing in the current economic landscape must be expected of utilities and should also
be recorded in the Account to offset other incremental costs that are recorded”. (p. 27) While OPG
appreciates the overall spirit of this recommendation, it is concerned with the overall breadth and
generality of some of its aspects.

In particular, the broad references to “benefits of lower interests” and ‘gains from strategic refinancing in
the current economic landscape” may be difficult to apply in practice and may be inconsistent with OEB





Filed: 2021-04-19

EB-2020-0290

Exhibit L-A2-02-CCC-013
Attachment 4 3

Page 3 of 4

staff's proposed criterion of Causation that ‘impacts recorded must be determined to have only been
incurred as a result of the pandemic.” (p. 15) For example, it may not be possible to isolate the driver of
a financing or refinancing decisions undertaken by a utility during the period to the impact of lower
interest rates or, in turn, to isolate the impact of the pandemic environment on such interest rates. Timing
of financing or refinancing decisions is often tied to a range of financial, business, strategic and risk
considerations, while debt rates are a function of changes in broad macroeconomic conditions (beyond
solely the COVID-19 pandemic) and market's assessment of a utility's credit risk. As such, it may be an
overly simplistic premise that a utility’s ability to obtain financing at lower interest rates during this period
is attributable to the pandemic. It is not clear from OEB staff's Proposal how a utility could practically
establish a baseline for determining the extent to which the lower debt rates than assumed in setting
current OEB-approved rates are attributable to the pandemic, especially if the approved rates were
established several years ago. In any event, OPG notes that whatever the underlying drivers or causes
for a utility’s ability to obtain lower cost long-term debt financing since the onset of the pandemic, the
associated benefits would be passed on to customers through future rebasings of the OEB-approved
rates for the remaining term of the debt. For the reasons, OPG submits that that the proposed
requirement to reflect savings associated with lower interest rates and financing/refinancing decisions
should be much more narrowly, and more clearly, defined prior to any implementation.

Finally, OPG notes that LEI's review suggests that while the cost of debt has decreased for those entities
that are able to access it, the cost of equity in the market has increased.! OPG believes that this finding
should further moderate the scope of any requirement for the Account to capture savings that may
arise from lower debt rates during the pandemic.

With respect to the reference to “payment deferrals™ in OEB staff's Proposal, OPG assumes that the
intended method to capture any corresponding financing savings would be through an estimated
impact on cash working capital consistent with currently approved methodologies.

4. Reporting Requirements

OPG supports OEB staff's proposal that, to maximize regulatory efficiency, only utilities that intend to
submit a claim for recovery of balances in the Account should be required to continue to track impacts
associated with the Account. Thus, where a utility is not intending to seek such relief, OPG does not
believe that the utility should be required to continue reporting the account balance. To further maximize
regulatory efficiency, OPG also proposes that, for utilities intending to submit a claim, the current monthly
reporting requirements for the Account be revised to align with the existing quarterly reporting
requirements for other deferral and variance account balances.

' LEI Presentation: “Consultation on the Deferral Account — Impacts Arising from the COVID-19 Emergency’, dated
January 14, 2021, Slide 20. LEI Report: “A report on the OEB’s cost of capital parameters and the impacts of COVID-
197, dated December 15, 2020, p. 10.
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Thank you for the opportunity to provide these comments. If there are any questions regarding these

submissions, please do not hesitate to reach out to me.

Regards,

LM&%&W—WWW
Lindsey Arseneau-MacKinnon
CC:

B. MacDONald, Ontario Power Generation Inc. (by e-mail)

A. Collier, Ontario Power Generation Inc. (by e-mail)
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Page 1oM4 1 Director, Regulatory Research and Analysis
700 University Ave, M5G 1Xé lindsey.arseneau @

Ms. Christine E. Long
Registrar

Ontario Energy Board

P.O. Box 2319

2300 Yonge Street, 27™ Floor
Toronto, ON

M4P 1E4

February 1™, 2020

Dear Ms. Long:

RE: EB-2020-0133 — Consultation on the Deferral Account — Impacts Arising from the COVID-19
Emergency — OPG Reply Comments

OPG has had the opportunity to review the submissions prepared by stakeholders relating to the OEB
staff's Proposal for the treatment of the Deferral Account for Impacts Arising from the COVID-19
Emergency (the “Account’). OPG submits the following comments on these submissions for
consideration by the OEB.

1. Principle of Necessity

OPG has reviewed the submissions made in this consultation on the introduction of the principle of
necessity and shares some of the caution on the broader use of this principle as raised by the Society
of United Professionals and the OEA on behalf of the CLD+. OPG agrees that it is not desirable to establish
policy based on a new and untested regulatory principle.

The OEB has a set of well defined and established regulatory principles to rely on, including':

« fairness

« minimizing intergenerational inequity
« minimizing rate volatility

« appropriate allocation of risk

« transparency

1 General regulatory principles have similarly been referred to in EB-2015-0040 Report of the Ontario Energy Board,
Regulatory Treatment of Pension and Other Post-employment Benefits (OPEBs) Costs, dated September 14, 2017,
page 3.
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« providing value to customers

Based on this comprehensive set of well established principles, OPG agrees with the OEA that the OEB
has the flexibility to arrive at a just and reasonable outcome in this consultation without the introduction
of new regulatory principles.

The principle of necessity has not been identified or used in past OEB proceedings. OPG does not believe
that it would be appropriate to establish a new and untested regulatory principle in response to a once
in a century black swan’event, such as the COVID-19 pandemic. In OPG’s view, a hew regulatory principle,
which could have the potentially unintended impact of being referenced or applied in subsequent
proceedings, should only be adopted upon a more in-depth and wide ranging review and consideration,
which is beyond the scope of this consultation.

2. Application of Savings

SEC has proposed that, in addition to actual achieved cost savings, the Account should record
theoretical cost savings ‘that should have been achieved.” While OPG appreciates and supports an
overall goal of demonstrating that utilities seeking recovery acted prudently in incurring costs to respond
to the pandemic, it opposes the proposed approach on the basis that it would be a wholly unreasonable
and impractical standard for recording amounts into a deferral account and would fundamentally alter
the Account’s intent.

OPG does not believe it is appropriate to require utilities to undertake an exercise to identify, evaluate
and quantify an exhaustive list of hypothetical business actions that could have or should have been
undertaken (and to also presumably enumerate why these actions were not taken) in response to a
once-in-a-century pandemic emergency. Such an approach would require utilities and ultimately the
OEB to speculate on a potentially wide spectrum of possible outcomes for various “what if” scenarios, all
while guarding against inappropriate use of hindsight. In OPG's view, there is no reasonable (or efficient)
basis to conduct such a comparative assessment to enable quantification of the theoretical amounts
to be recorded in the Account. Instead, utilities should bear a general onus of demonstrating, based on
their specific circumstances, that the net impacts being sought for recovery resulted from prudent
actions. OPG believes that this onus, coupled with some of the other proposed mechanisms such as a
means test, would provide an appropriate, practical approach to establish parameters for the Account.

Importantly, the intent of the Account is to provide financial relief, where needed, to utilities because of
the COVID-19 pandemic. It is not, however, meant to be a mechanism to financially assess and penalize
utilities for their management decisions in response to this unprecedented emergency, as SEC’s proposal
suggests. If this were to be the case, utilities would be expected to assess the financial impact of every
decision they did not make, in an effort to return to customers savings they did not receive. Such an
approach would distort the Account’s purpose and effectively amount to a broad, retroactive regulatory
review of existing regulated rates. In recognition of just and reasonable final rates that remain in place

2 SEC Reply Comments, EB-2020-0133, January 25, 2020 P. 7





Filed: 2021-04-19

EB-2020-0290

Exhibit L-A2-02-CCC-013
Attachment 5 3

Page 3 of 4

and in keeping with original basis for establishing the Account, SEC’s proposal should be rejected by the
OEB.

3. OPG-Specific Proposals

SEC and CCC have proposed that the OEB’s final policy on the Account should not apply to OPG. Instead,
SEC proposes an approach that would effectively result in an OPG specific account.

Specifically, SEC proposes that OPG record all costs/savings in the Account without any pre-established
rules regarding the basis on which the amounts would be settled with customers. SEC further proposes
that an OPG-specific basis for disposition be established as part of OPG's current 2022-2026 payment
amounts proceeding (EB-2020-0290), considering output and cost forecasts in that application.
Essentially, based on SEC’s proposal, 2020 and 2021 costs and savings would be assessed relative to
future IR term period costs and savings. OPG is concerned with this approach for several reasons.

First, an OPG-specific account would be inconsistent with the intended industry-wide application of the
Deferral Account and overall approach to this consultation. As OPG noted in its submission of June 1],
2020, OPG believes that the consultation should focus on the appropriate common principles and criteria
that can be used by the industry to assess the net cost impacts, and the circumstances surrounding
them, that are eligible for inclusion and recovery through the account. OPG does not believe it is practical
or appropriate to address, in this consultation, unique circumstances that each individual utility is facing.
Customizing account parameters for particular utilities, but not others, would be selective.

Second, SEC’s proposal is not consistent with the intended purpose of the Account, which the OEB staff
notes “‘was not established as an industry-wide variance for all pandemic-related impacts, but as a
mechanism for utilities to track those impacts in the event that they qualify for relief.”®> As OPG noted in
its submissions of January 25, 2020, to the extent that the Account can provide relief to utilities that have
to date experienced impacts supporting the need for such relief, it should do so; however, it should not
serve as a true up for any and all pandemic-related impacts that have or may arise. The purpose of the
Account is not to return a net gain to consumers, whether a result of net savings or increases in utility
revenues (in OPG's case arising from nuclear output). To do so would be a significant expansion of the
original Account scope. Thus, OPG continues to support the OEB staff Proposal that only utilities that
intend to submit a claim for recovery of balances in the Account should be required to continue to track
impacts associated with the Account.

Third, the SEC proposal fails to acknowledge that OPG’'s 2020 and 2021 payment amounts are subject to
a final Payment Amounts Order and remain just and reasonable. In particular, in expanding the Account’s
scope well beyond its intended purpose, SEC’s proposal would turn the Account into a mechanism for
retroactive rate adjustment notwithstanding that the final payment amounts remain just and
reasonable. As proposed by SEC, the Account could be used to retroactively review OPG's cost and
production forecasts notwithstanding that OPG may not seek relief and the period in question is the

3 OEB Staff Proposal, EB-2020-0133, December 16, 2020, P. 17
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subject of a final Payment Amounts Order. Similarly, SEC suggests that even though the financial
consequences of 2020 and 2021 production levels are incurred during the term of a final rate order, they
could, as part of the Account’s consideration, be taken into account in OPG's current Payment Amounts
Application. As the proposal is premised on these retroactive rate making considerations, it would be
inappropriate for the OEB to adopt it.

SEC’s proposal is also is inconsistent with the OEB's examination of OPG’s regulated earnings over the
2017-2021 rate term, including creation of a variance account in EB-2020-0248 to record earnings in
2021 above the 300 basis points over the approved ROE. In doing so, the OEB noted that earnings for 2019
and 2020 are related to a past period and will not be subject to the 2021 Overearnings Variance Account.
The OEB also indicated that since OPG's approved revenue requirement (including the regulatory ROE)
was determined on an annual basis, the OEB did not find it appropriate to record any potential
overearnings that may arise in the final months of 2020. SEC’s proposal would undermine the OEB's
approach and findings to reviewing OPG’s earnings set out in EB-2020-0248.

Finally, as a practical matter, OPG notes that the discussion of the pandemic-related impacts on OPG’s
nuclear production has thus far focused on the deferral of the refurbishment outage on Unit 3 of the
Darlington nuclear generating station (Darlington GS) during 2020, but has not considered that OPG has
been required to add a new planned outage for Unit 4 of the Darlington GS during 2021. As noted in OPG’s
EB-2020-0290 application, this outage is required to support Unit 4 operation until the start of its revised
refurbishment start date under the modified refurbishment schedule resulting from the Unit 3 deferral.
Neither the reduced generation nor incremental outage OM&A cost impact of this three-month Unit 4
outage is reflected in OPG's approved nuclear payment amount for 2021. The OMS&A costs for the outage

are estimated at approximately $100M.

Thank you for the opportunity to provide these comments. If there are any questions regarding these
submissions, please do not hesitate to reach out to me.

Kind Regards,

LW%XVMW’%CM&M

Lindsey Arseneau-MacKinnon

cC:

B. MacDonald, Ontario Power Generation Inc. (by e-mail)

A. Collier, Ontario Power Generation Inc. (by e-mail)

4EB-2020-0290, Ex. E2-1-1, p. 5 and E2-1-2, p. 6.
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Board Staff Interrogatory #19

Interrogatory

Reference:

Exhibit A2 / Tab 2 / Schedule 1 / Attachment 1/ pp. 12-14

Exhibit 11 / Tab 1 / Schedule 1/ p. 2

Exhibit [1 / Tab 1/ Schedule 1 / Tables 4-5

EB-2020-0246 / Notice of Proceeding and Accounting Order / November 9, 2020 /
Schedule A

Preamble:

OPG’s 2020-2026 Business Plan sets out its forecast of net income during the 2020-
2026 business planning period and discusses the reasons for the variations in net
income.”

OPG provided its actual and forecast ROE for 2017-2021 (for the combined regulated
business — both hydroelectric and nuclear) as set out in the following table.

2017 | 2018 | 2019 | 2020 | 2021 | Average

OPG ROE 5.91%| 10.69%| 15.61%| 12.67%| 10.24%| 11.10%
OEB-Approved| 9.16%]| 9.16% | 9.16% | 9.16% | 9.16% | 9.16%

OPG provided an explanation of the expected earnings variances for 2020 and 2021
in its 2019 Regulatory Return filing to the OEB.?

At the time of its 2019 Regulatory Return filing, OPG forecasted an ROE of 12.8% for
2020 and an ROE of 9.0% for 2021 (now updated to 12.67% for 2020 and 10.24% for
2021 in the application). Based on the ROE estimates available at the time of OPG’s
2019 Regulatory Return filing, OPG explained that its response measures to COVID-
19 are expected to have an impact on OPG’s regulated ROE performance for 2020
and 2021. The single largest such impact related to a planned deferral of a Darlington
NGS Unit 1 outage from the Fall of 2020 to 2021 to support the revised start date of
the Darlington NGS Unit 3 refurbishment. OPG noted that, while the change in the Unit
1 outage timing is expected to increase the 2020 ROE above the 300 basis points
deadband, to 12.8%, it will have a corresponding negative effect on the 2021 ROE,
which OPG expects to be slightly below the OEB-approved ROE, at 9.0%.
Question(s):

' Note that some of the net income information provided in the 2020-2026 Business Plan was filed
under confidential cover.
2 EB-2020-0248 / Notice of Proceeding and Accounting Order / November 9, 2020 / Schedule A.

Witness Panel: Finance and D&V Accounts
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Please file the redacted version of the 2019 Regulatory Return filing on the
record of this proceeding (including the cover letter).

For 2020, please update Table 4 at Exhibit |1 / Tab 1 / Schedule 1 to show the
impact of the COVID-19 pandemic on each major line item for the nuclear
business (i.e. nuclear production, indicated nuclear production revenue, total
nuclear expenses, total nuclear cost of capital excluding ROE, nuclear deferral
account adjustments, income tax and regulatory ROE).

For 2021, please update Table 5 at Exhibit |1 / Tab 1 / Schedule 1 to show the
impact of the COVID-19 pandemic on each major line item for the nuclear
business (i.e. nuclear production, indicated nuclear production revenue, total
nuclear expenses, total nuclear cost of capital excluding ROE, nuclear deferral
account adjustments, income tax and regulatory ROE).

Please explain how the COVID-19 pandemic-related costs that are recorded
and / or tracked in OPG’s DVAs are reflected in Tables 4 and 5 at Exhibit 11 /
Tab 1/ Schedule 1.

Please provide a detailed explanation of the corrections that were made to Table
4 at Exhibit 11 / Tab 1 / Schedule 1 in the corrected evidence and confirm that
those corrections impacted the estimated 2020 ROE.

Please confirm that the corrections made to Table 5 at Exhibit 11 / Tab 1 /
Schedule 1 were for presentation purposes only and there were no errors that
impacted the estimated 2021 ROE.

For the hydroelectric business segment, please quantify the impact of the
COVID-19 pandemic on revenues, costs and regulatory ROE for each year of
2020 and 2021.

Please provide a detailed explanation of the drivers for the forecasted 2020 and
2021 earnings in excess of the OEB-approved ROE (for the combined regulated
business).

Please explain the changes in the estimated ROE for 2020 and 2021 as
presented in the application relative to the information provided in the cover
letter for the 2019 Regulatory Return filing.

Witness Panel: Finance and D&V Accounts
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Response
a) Refer to Ex. L-H1-01-AMPCO-178, Attachment 1.

b)
c)

d)

f)
g)

h)

See Table 4 in Attachment 1, which reflects actual 2020 results.
See Table 5 in Attachment 1.

Typically, the applicable impact of DVAs additions is reflected in OPG’s financial
accounting, and regulatory accounting and ROE reporting, such that a debit
addition to a DVA increases earnings and ROE and a credit addition decreases
them. This is the case for the COVID-19 impacts captured in the CRVA. However,
while OPG is tracking amounts in the CEDA, it has not recognized the earnings
impact of these entries in its results pending further guidance on the account form
the OEB.

As indicated in OPG’s letter of March 12, 2021 accompanying the corrections,
Table 4 was updated to reflect a correction to the value at line 20 and its
presentation clarified by separating into lines 20 and 20a, with new line 20 reflecting
a numerical correction in Table 4a, note 12 related to the calculation of tax
components of deferral and variance accounts (first correction) and new line 20a
now being consistent with Ex. F4-2-1, Table 3c, note 6, line (c) (second correction),
both of which resulted in a change to 2020 ROE value. Specifically, the first
correction aligned the value with the correct amount of tax expense recorded in
deferral and variance accounts presented in Ex. H1-1-1. The second correction
aligned the tax amounts for losses carried forward beyond 2017-2021 with the
correct amounts shown at Ex. F4-2-1, Table 3c, note 6, line (c).

Confirmed.

See Tables 4 and 5 in Attachment 1.
Refer to Ex. L-11-01-SEC-159.

There is no material change to the 2020 value in Ex. I-1-1 Table 4 relative to the
information provided in the cover letter for the 2019 Regulatory Return filing; the
difference mainly reflects an update to the estimated COVID-19 impacts.

The 2021 value in Ex. I-1-1 Table 5 was updated to reflect OPG’s Amended 2020-
2026 Business Plan that was approved in October 2020 and underpins this
application. Additionally, during the finalization of the pre-filed evidence in
December 2020, OPG discovered an error related to the capital cost allowance
("CCA”) for the Darlington Refurbishment Program (“DRP”) used in calculating the

Witness Panel: Finance and D&V Accounts
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2021 ROE, such that there was a mismatch between the CCA reflected in the tax
calculations and in the corresponding addition to the Capacity Refurbishment
Variance Account. This overstated the net expense and understated the ROE. The
error was limited to the 2021 ROE calculation only, had no impact on any DVAs or
other aspects of the application, and had no impact on other previously reported
information.

Witness Panel: Finance and D&V Accounts
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Line
No. Description Note
(a)
1 |Nuclear Production (TWh) 1 4.2 |
2 |Payment amounts ($/MWh) 2 90.6 |
3 |Indicated Nuclear Production Revenue ($M) (line 1 x line 2) 380.7 |
Nuclear Expenses:
4 | oM&A 3 (89.9)| |
5 Fuel 4 22.3
6 Depreciation 0.0
7 Property Taxes 0.0
8 |Total Nuclear Expenses (67.6)
9 Nuclear Ancillary and Other Revenue 0.0
Nuclear Component of Cost of Capital Excluding Return on Equity
10 | Short-term Debt 0.0
11 | Long-Term Debt 0.0
12 | Adjustment for Lesser of UNL or ARC 0.0
13 [Nuclear Component of Cost of Capital Excluding Return on Equity 0.0
Nuclear Deferral and Variance Account Adjustments
14 Amortization of Previously Approved Amounts 0.0
15 Transactions Excluding Income Tax Components 5 (5.7)
16 |Total Nuclear Deferral and Variance Account Adjustments (5.7)
Nuclear Revenue Requirement Excluding Income Tax and Return on Equity, Plus Deferral
17 |and Variance Account Amounts Excluding Income Tax Components (line 8 - line 9 + line 13 - (61.9)
line 16)
18 |2020 Forecast Nuclear Regulatory Earnings Before Tax (line 3 - line 17) 442.6
19 |Nuclear Income Tax (Line 18 x 25%) 110.7 |
20 [Nuclear Deferral and Variance Account Transactions - Income Tax Variance Components 0.0
20a |Income Tax Benefit of EB-2016-0152 Tax Losses Carried Forward 0.0
21 |2020 Nuclear Forecast Return on Equity (line 18 - line 19 + line 20+ line 20a) 332.0
22 |2020 Regulated Hydroelectric Forecast Return on Equity 6 8.4
23 |2020 Total Forecast Return on Equity 340.4
24 ROE as a Percent of Equity Financed by Capital Structure (line 23 / Ex. L-A-1-2 Staff-002, 549
Table 5 C1-1-1 Table 7, col. (a), line 5) e
Notes:

Refer to Table 4a
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L-A2-02-CCC-013 Attachment 1, note 3

L-A2-02-CCC-013 Attachment 1, note 1

L-A2-02-CCC-013 Attachment 1, col a) add lines 3 to 6 and line 10 + line 11 + line 16
L-A2-02-CCC-013 Attachment 1, col. a) line 2

L-A2-02-CCC-013 Attachment 1, col. a) line 16

L-A2-02-CCC-013 Attachment 1, col. b) line 17 x (1-25%)
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Line
No. Description Note
(a)
1 |Nuclear Forecast Production (TWh) 1 (2.1)
2 |Payment amount ($/MWh) 2 89.7
3 |Indicated Nuclear Production Revenue ($M) (line 1 x line 2) (188.4)
Nuclear Expenses:
4 | omsA 3 2123 |
5 Fuel 4 (11.1)
6 Depreciation 0.0
7 Property Taxes 0.0
8 |Total Nuclear Expenses 2011
9 Nuclear Ancillary and Other Revenue 0.0
Nuclear Component of Cost of Capital Excluding Return on Equity
10 | Short-term Debt 0.0
11 | Long-Term Debt 0.0
12 | Adjustment for Lesser of UNL or ARC 0.0
13 [Nuclear Component of Cost of Capital Excluding Return on Equity 0.0
Nuclear Deferral and Variance Account Adjustments
14 Amortization of Previously Approved Amounts 0.0
15 Transactions Excluding Income Tax Components 5 4.4
16 |Total Nuclear Deferral and Variance Account Adjustments 4.4
Nuclear Revenue Requirement Excluding Income Tax and Return on Equity, Plus Deferral
17 |and Variance Account Amounts Excluding Income Tax Components (line 8 - line 9 + line 13 - 196.7
line 16)
18 |2020 Forecast Nuclear Regulatory Earnings Before Tax (line 3 - line 17) (385.1)
19 |Nuclear Income Tax (Line 18 x 25%) (96.3) |
20 |[Nuclear Deferral and Variance Account Transactions - Income Tax Variance Components 0.0
20a |Income Tax Benefit of EB-2016-0152 Tax Losses Carried Forward 0.0
21 |2020 Nuclear Forecast Return on Equity (line 18 - line 19 + line 20+ line 20a) (288.8)
22 |2020 Regulated Hydroelectric Forecast Return on Equity 6 (16.6)
23 |2020 Total Forecast Return on Equity (305.4)
ROE as a Percent of Equity Financed by Capital Structure (line 23/ Ex. C1-1-1 Table 6, col. o
24 . -4.2%
(a), line 5)
Notes:

Refer to Table 4a
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Notes:
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Table 5a
Notes to Ex. 11-1-1 Table 5

L-A2-02-CCC-013 Attachment 1, note 3

L-A2-02-CCC-013 Attachment 1, note 1

L-A2-02-CCC-013 Attachment 1, col d) add lines 3 to 6 and line 10 + line 11 + line 16
L-A2-02-CCC-013 Attachment 1, col. d) line 2

L-A2-02-CCC-013 Attachment 1, col. d) line 16

L-A2-02-CCC-013 Attachment 1, col. e) line 17 x (1-25%)

Updated: 2021-06-06
EB-2020-0290
Exhibit L
A2-02-Staff-019
Attachment 1

Page 4 of 4










O~NOOOhA WN =

W NNDNPNDNDNDNDNDNNDNN_22 2 a2 A
QO VWO NP, WN-_0O0OONOOOGPWDN-~~OO

w
-

AR DOOWWWWWWW
N -2 000N WN

Updated: 2021-06-06
EB-2020-0290

Exhibit L
D3-01-Society-007
Page 1 of 3
Society Interrogatory #7
Interrogatory
Reference:

Exhibit D3-1-2, Attachment 2, Clarington Corporate Campus Business Case Summary.

Regarding Kipling to Clarington Move of Staff

a) How many people are to be moved from Kipling to the new proposed Clarington
building assuming that all these employees agree to the move?

b) What is the possible maximum relocation costs for all these employees?

c) What is a reasonable square feet that needs to be included in the new Clarington
building for each employee?

d) Please provide an estimate of the total Clarington building cost which is required
to accommodate the people in item a).

e) What cost savings can be quantified by moving these employees to Clarington in
productivity improvements?

f) Whatisisb)+d)—e)?

g) Inthe event f) above is negative, why is OPG making this decision to move these
employees if it does not make sense financially?

h) What are the plans for the sale of the buildings at Kipling and when will that occur?

i) Have the expected sales revenues for Kipling been reflected in the Clarington cost/
benefit analysis? Please explain why or why not this has been done.

j)  What is the basis of the estimated expected sales revenues?

k) What will OPG do with the money it receives from the sale of that site?

[)  What are the estimated environmental remediation costs for Kipling before it can
be sold? Would these costs exceed the sale price of Kipling or as a minimum offset
a material amount of the expected sale revenues? Have these expected costs
been reflected in the cost/ benefit analysis for Clarington? If not, why not?

m) What portion of the proceeds from the Kipling-site sale will accrue to the
ratepayer?

n) On what date does OPG expect to vacate its staff from the Kipling building?

Response

a) OPG's current estimate is that approximately || ] ] are to be moved from

b)

c)

the Kipling campus to the new building at Clarington. This is subject to further
refinement based on organizational needs and finalization of staff relocation plans.

Refer to Ex. L-D3-01-Society-006 (b).

Refer to Ex. L-D3-01-Society-006 (c).

Witness Panel: Compensation and Corporate Costs
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d) Refer to Ex. L-D3-01-Society-006 (d).
e) Refer to Ex. L-D3-01-Society-006 (e).

f) Refer to Ex. L-D3-01-Society-006 (f).

g) Refer to Ex. L-D3-01-Society-006 (g).

i) The financial evaluation of the Clarington Campus project does not factor in
proceeds from any asset sales. Further, any proceeds from a sale of the Kipling
campus would be common both to the preferred alternative and the base case (Ex.
D3-1-2, Attachment 2, pp. 3-5), which therefore would not impact the outcome of
the evaluation.

k) OPG declines to answer on the basis of relevance. Any proceeds or costs
associated with a sale of the Kipling campus property do not impact approvals
sought in this application. Like OPG’s head office sold in 2017, the Kipling campus
property is not a prescribed facility and has never been included in OPG'’s rate
base. As the OEB stated in EB-2016-0152 (Decision on Issues List Prioritization,
December 21, 2016, p. 2), “The OEB also notes that OPG’s head office is not a
regulated asset.”

Witness Panel: Compensation and Corporate Costs
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For the reason noted in part (i) above, the financial evaluation of the
Clarington Campus project does not factor in proceeds from any asset sales or any
environmental remediation costs associated with such sales.

The above encompasses a response to the question posed at the Technical
Conference by Mr. Gluck of OEB staff regarding the estimate of OPG’s asset
retirement obligation for the Kipling campus property (Tr. Tech. Conf., May 10,
2021, p. 107).

) Referto Ex. L-F3-02-Staff-265 (f).

m) Refer to Ex. L-D3-01-Society-012 (a) for the current estimated date at which OPG
lans to release its space at the Kipli

Witness Panel: Compensation and Corporate Costs










