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SRRP INTERROGATORIES

SRRP Q1 Reference: Application

A) When were the revenue and expenditure forecasts used in the application
prepared? Please provide the date of the business plan that forms the basis of the
application and identify the date of any updates to that business plan included in
the application.

B) Please summarize any changes to SaskPower’s chart of accounts or accounting
treatments since the last rate application and advise of any resulting issues in
comparability of figures from the last rate application and the current rate
application.

Response:

A. The fuel and revenue numbers were based on the 2017 Q2 Fiscal Load Forecast,
which was prepared in October 2016. All other expense categories were based
on the five-year 2018 Rate Application Business Plan update, dated July 26, 2017.
This update follows the original 2018 Business Plan, finalized on April 15, 2017.

B. No significant changes have been made to SaskPower’s chart of accounts or
accounting treatments since the last rate application, with the exception of the
adoption of IFRS 9, Financial Instruments, effective April 1, 2017. Upon adoption of
IFRS 9, SaskPower elected to apply hedge accounting to its outstanding natural
gas hedges. As a result, any future changes in market value related to these
natural gas hedges will be recognized in other comprehensive income.

Previously, these changes in market value were recognized in net income as
unrealized market value adjustments. Any realized gain/loss upon settlement of
the hedges will be recognized in fuel and purchased power, which is consistent
with prior years.

In addition, under IFRS 9, changes in market value related to SaskPower’s debt
retirement funds (sinking funds) will also be recognized in other comprehensive
income rather than unrealized market value adjustments in net income.
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SRRP Q2 Reference: Application

Please provide a graph which illustrates the actual and proposed percentage
increases for each major customer group from 2008 through 2018-19.

Response:

SaskPower’s rate increases by each major customer group from 2008 to 2018 are
as follows (the absence of data in 2008, 2011, and 2012 indicates no rate
increases were implemented in those years):

SaskPower Total System Rate Increases (2008 - 2018)
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SaskPower Residential Rate Increases (2008 - 2018)
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SaskPower Farm Rate Increases (2008 - 2018)
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SaskPower Small Commercial Rate Increases (2008 - 2018)
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SaskPower General Service Commercial Rate Increases (2008 - 2018)
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SaskPower Power Class Rate Increases (2008 - 2018)
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SaskPower Qilfield Rate Increases (2008 - 2018)
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SaskPower Streetlights Rate Increases (2008 - 2018)

20.0%

15.0%

10.0%

H Proposed

5.0% W Actual

0.0% - T T

-5.0%

-10.0%

SaskPower Reseller Rate Increases (2008 - 2018)
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SRRP Q3

A)
for;
B)
C)
D)
E)

Reference:

Application

Please provide a schedule showing SaskPower’s total domestic electricity sales
revenue; operating income; return on equity and debt to equity ratio for 2017/18 and
2018/19 assuming each of the following potential rate scenarios:

Confirmation of a 5% average rate increase effective March 1, 2018 as applied

Confirmation of a 4% average rate increase effective March 1, 2018;
Confirmation of a 2.5% average rate increase effective March 1, 2018;

Confirmation of a 1% average rate increase effective March 1, 2018; and
No rate increase in the 2018/19 fiscal year.

Response:

The following table is a breakdown of the impact of the five rate increase scenarios

noted above:

Rate Increase
Revenue Lift

Sales revenue
Operating Income
Return on Equity
% Debt

A B C D E

2017/18 2018/19 | 2017/18 2018/19 [ 2017/18 2018/19 | 2017/18 2018/19 | 2017/18 2018/19
5.0% 0.0% 4.0% 0.0% 2.5% 0.0% 1.0% 0.0% 0.0% 0.0%

10.1 121.7 8.2 98.5 5.1 61.5 2.0 24.6 - -
2,428.7 2,566.6 | 2,423.9 2,543.3| 2,420.8 2,506.4( 2,417.8 2,469.5( 2,415.7 2,444.9
159.9 209.7 157.8 186.4 154.8 149.5 151.7 112.6 149.7 88.0
6.9% 8.5% 6.8% 7.6% 6.7% 6.1% 6.6% 4.7% 6.5% 3.7%
75.8% 75.3% 75.9% 75.6% 75.9% 76.0% 75.9% 76.3% 75.9% 76.5%
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SRRP Q4 Reference: Application

Please provide a continuity schedule of Plant in Service and Total Property, Plant and
Equipment by function (generation, transmission, distribution, general) for the three
most recent actual years and forecasts for 2017/18 and 2018/19.

Response:

The following table provides a continuity schedule of Plant in Service and Total Property
Plant and Equipment by function for the years 2013 to 2016/17 and the forecasted
amounts for 2017/18 and 2018/19:

Property, plant and equipment

Leased Construction

(in millions) Generation  assets [ransmissior Distribution  Other  in progress Total
Cost or deemed cost

Balance, January 1, 2014 $ 4334 $ 1233 $ 1146 $ 3,074 $ 620 $ 1665 $ 12,072
Additions 1,356 - 174 264 132 1,279 3,205
Disposals and/or retirements (81) - 4) (19) (30) - (134)
Impairment losses - - - (19) - - (19)
Transfers - - - - - (1,891) (1,891)
Balance, December 31, 2014 $ 5609 $ 1233 $ 1316 $ 3300 $ 722 $ 1,053 I'$ 13,233
Additions 28 - 39 53 17 247 384
Disposals and/or retirements 3) - 1) 3) (13) - (20)
Transfers - - - - - (142) (142)
Balance, March 31, 2015 $ 5634 $ 1233 $ 1354 $ 3350 $ 726 $ 1,158 '$ 13,455
Additions 757 - 547 264 69 931 2,568
Disposals and/or retirements (35) - (12) (25) (26) - (98)
Transfers - - - - - (1,646) (1,646)
Balance, March 31, 2016 $ 6356 $ 1233 $ 1839 $ 358 $ 769 $ 443 I'$ 14,279
Additions 228 - 246 233 72 875 1,654
Disposals and/or retirements (36) - (16) (28) (25) - (105)
Transfers - - - - (778) (778)
Balance, March 31, 2017 $ 6548 $ 1233 $ 2119 $ 3794 $ 816 $ 540 r$ 15,050
Additions 132 - 306 212 471 220 1,341
Balance, March 31, 2018 $ 6680 $ 1233 $ 2425 $ 4006 $ 1,287 $ 760 '$ 16,391
Additions 139 35 294 232 277 96 1,073

Balance, March 31, 2019 $ 6819 $ 1268 $ 2719 $ 4238 $ 1564 $ 856 $ 17,464
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Accumulated depreciation

Balance, January 1, 2014 $ 2219 $ 223 % 464 $ 1,266 $ 259 $ - $ 4431
Depreciation expense 143 56 28 96 40 - 363
Disposals and/or retirements (75) - ®3) (15) (14) - (107)
Impairment losses - - - ) - - ?)
Transfers - - - - - - -
Balance, December 31, 2014 $ 2287 $ 279 $ 489 $ 1345 $ 285 $ - $ 4685
Depreciation expense 42 14 8 24 10 - 98
Disposals and/or retirements ) - 1) ) 3) - 8)
Transfers - - - - - - -
Balance, March 31, 2015 $ 2327 % 293 $ 496 $ 1367 $ 292 $ - I'$ 4,775
Depreciation expense 196 57 38 103 44 438
Disposals and/or retirements (31) - ®3) (21) (19) - (74)
Transfers - - - - - -
Balance, March 31, 2016 $ 2492 $ 350 $ 531 $ 1449 $ 317 % - '$ 5,139
Depreciation expense 217 56 45 105 46 469
Disposals and/or retirements (32) - 5) (22) a7 - (76)
Transfers - - - - - -
Balance, March 31, 2017 $ 2677 $ 406 $ 571 $ 1532 $ 346 $ - '$ 5,532
Depreciation expense 249 56 57 112 68 214 756
Disposals and/or retirements (4) (40) - (44)
Transfers - -
Balance, March 31, 2018 $ 2921 $ 462 $ 628 $ 1644 $ 374 $ 214 '$ 6,244
Depreciation expense 257 58 68.0 122 67 - 572
Disposals and/or retirements (5) 17) (40) - (62)
Transfers - -
Balance, March 31, 2019 $ 3174 % 520 $ 696 $ 1749 $ 401 $ 214 $ 6,754

Net book value

Balance, January 1, 2014 $ 2115 $ 1010 $ 682 $ 1808 $ 361 $ 1665 $ 7,641
Balance, December 31, 2014 $ 3322 $ 954 $ 827 $ 1955 $ 437 $ 1,053 $ 8,548
Balance, March 31, 2015 $ 3307 $ 940 $ 858 $ 1,983 $ 434 $ 1,158 $ 8,680
Balance, March 31, 2016 $ 3864 $ 883 $ 1358 $ 2140 $ 452 $ 443 '$ 9,140
Balance, March 31, 2017 $ 3871 $ 827 $ 1548 $ 2262 $ 470 $ 540 $ 9,518
Balance, March 31, 2018 $ 3759 $ 771 $ 1,797 $ 2362 $ 913 $ 546 $ 10,147

Balance, March 31, 2019 $ 3645 $ 748 $ 2023 $ 248 $ 1164 $ 642 $ 10,710
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SRRP Q5 Reference: Application

For the period 2013 - 2018/19 please provide a table itemizing all actual or forecast
payments to the Province of Saskatchewan including water rentals, corporate capital
taxes, coal royalties, dividends and any other payments to the Province.

Response:

The following table summarizes the actual payments made to the Province of

Saskatchewan for the period 2013 - 2016/17 and forecasted amounts for 2017/18 and
2018/19:

Payments to the Province of Saskatchewan
(millions)

2013 2014 2015-16 2016-17 2017-18 2018-19

Water Rentals $ 21 $ 23 % 17 $ 19 $ 26 % 21
Corporate Capital Tax 32 35 39 46 46 50
Coal Royalties 24 28 40 32 35 35
Dividends - - - - - 21

Total $ 77 $ 86 $ % $ 97 $ 107 $ 127
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SRRP Q6 Reference: Future Rate Directions
A) Please confirm the average annual rate increase in 2018/19 through 2022/23 that

B)

would be required solely to fund the current capital plan (depreciation, finance
expense, corporate capital tax and any other direct capital costs).

Please provide an estimate of the annual average rate increases that would be
required in 2018/19 through 2022/23 that would be required to maintain
SaskPower’s debt ratio at 75% or lower, given the current capital plan.

C) Please discuss whether SaskPower plans to file for rate increases on an annual

basis going forward.

D) Please indicate the rate increases assumed each year for the next 5 years in

SaskPower’s current business plan.

Response:

A)

B)

©)

D)

As a general rule of thumb, SaskPower assumes that for every $1 billion spent on
capital, the company incurs a $70 million increase in expense. This increase in
expense would result in a rate increase of approximately 3%.

SaskPower’s current Business Plan calls for annual rate increases of 5% or less,
which will enable the Corporation to bring its debt ratio below 75% by 2022/23.

SaskPower’s most recent Business Plan does call for regular but not necessarily
annual rate increases. Our company’s increased capital investments are
significantly pressuring rates, however SaskPower has prioritized efficiency.

Since 2015, SaskPower has reduced its OM&A costs from budget by $73 million,
and the 2018 Rate Application calls for a further $143 million in reductions over
the next three years. SaskPower has also realized significant cost reductions in
capital. Since 2015, SaskPower has saved $484 million in capital. The 2018 Rate
Application calls for a further $1.9 billion in capital savings over the next three
years. These efficiencies will reduce but not eliminate the pressure to raise rates.

SaskPower is working hard to become as efficient as possible, but there are too
many variables that can affect SaskPower’s need for a rate increase to conclude
whether or not annual increases will be required.

SaskPower’s Business Plan currently calls for annual rate increases of 5% or less
over the next five years.
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SRRP Q7 Reference: Corporate Risks

A) Please indicate what SaskPower considers to be the largest business or financial
risks it faces (e.g. natural gas prices; interest rates; sales growth or decline) and
provide an estimate of the potential upper and lower range of effects of these
risks on operating income and return on equity in 2017/18 and 2018/19.

B) In addition to the risks identified above, please provide an estimate of the
potential impact of the following risks on SaskPower’s operating income and
return on equity in 2017/18 and 2018/19 for the following (if not addressed in part

(a)):
i) 0% domestic load growth.
ii) 2% decrease in domestic sales.
iii) 1% increase in short-term interest rates
Response:

As part of SaskPower’s strategic planning process, we have identified major challenges
to our business which introduce a variety of risks and uncertainties that could impact the
achievement of our financial, operational, and public safety objectives. The following risk
factors represent challenges SaskPower considers the most significant in the short to
medium term:

o Fossil fuel generation e Safety

o Financial constraints . Project delivery

o Infrastructure & reliability . Industry disruption

o Reputation e  Workforce management
o Security . Fuel supply

The business or financial risks that could have a significant impact on operating income
and/or return on equity in the short term, including 2017/18 and 2018/19, are discussed
below with alignment to our top corporate risk profile identified.

Capital expenditures] Project Delivery / Financial Constraints / Fossil Fuel Generation
SaskPower has identified the need to invest significant amounts of capital in long-term
projects to ensure continuing reliability; maintain, upgrade and expand infrastructure;
and meet environmental requirements. New regulations, stakeholder expectations, and
financial constraints are placing increasing demands on SaskPower and are all
competing for operating and capital resources.

SaskPower’s Business Plan assumes capital expenditures of over $1.1 billion in both
2017/18 and 2018/19. A $100 million change in the capital budget is estimated to have a
$7 million impact on net income.

Rate increase | Financial Constraints / Reputation

SaskPower’s Business Plan assumes a rate increase of 5% effective March 1, 2018. The rate
increase is subject to review by the Saskatchewan Rate Review Panel with final approval
by Cabinet.
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Each 1% change in the recommended rate increase is estimated to have a $25 million
impact in 2018/19 on SaskPower’s net income.

Saskatchewan electricity sales volumes | Financial Constraints / Industry Disruption
SaskPower is forecasting Saskatchewan electricity sales growth of 1.9% in 2017-18,
resulting in total annual electricity sales of 22,683 GWh. In 2018-19, the Corporation is
forecasting 1.2% growth, resulting in a total annual sales volume of 23,023 GWh.
However, actual sales volumes are subject to a number of variables, including economic
conditions, number of customers and weather.

The impact of a change in the sales volumes forecast will differ by customer class. For
example, the financial impact of a 100 GWh change in sales volumes to the Residential
customer class is forecast to have a $14 million impact on SaskPower’s bottom line. A 100
GWh change in Power customer class sales is estimated to have a $5 million impact on
SaskPower’s financial results. These estimates were calculated before applying the
impact of the proposed rate increases.

Natural gas prices | Financial Constraints / Fuel Supply / Fossil Fuel Generation

SaskPower uses a diversified fleet of generation and fuel sources to produce electricity in
Saskatchewan. This includes natural gas, coal, hydro, wind, and imports. Natural gas
generation is forecast to provide about 32% of the Corporation’s electrical needs in 2017-
18 and 2018-19, which is second only to coal generation in terms of percentage of
electricity supplied. SaskPower is forecasting to consume 64.8 million GJ of natural gas in
2017-18 and 70.8 million GJ in 2018-19.

Natural gas prices are subject to significant volatility due to fluctuations in the market
price. To mitigate that risk, the Corporation has hedges in place to fix the price of natural
gas on up to 80% of its forecasted natural gas purchases in the coming calendar year.

The estimated impact of a $1/GJ change in the price of natural gas is a $24 million
change in SaskPower’s fuel and purchased power costs in 2017-18 and $32 million in
2018-19.

Hydro volumes | Financial Constraints / Fuel Supply

Hydro generation is forecast to provide approximately 15% - 18% of SaskPower’s
generation needs in 2017-18 and 2018-19. Next to wind, hydro generation is the least
expensive marginal cost source of electricity in SaskPower’s fleet. When hydro
generation is lower than expected, it must be replaced by other, more expensive
sources of electricity, such as natural gas or imports.

The actual amount of hydro generation is largely dependent on water levels in the rivers
that feed our hydro generation facilities. A 10% change in the level of hydro generation is
estimated to have a $13 million impact on SaskPower’s fuel and purchased power
budget in both 2017/18 and 2018/19.



ki SaskPower

Powering the future®

2018 RATE APPLICATION
SRRP INTERROGATORIES

The following sensitivity analysis provides some additional information on the financial
impact of changes in the Corporation’s planning assumptions.

Business Plan Sensitivity Analysis

Assumptions NI Impact NI Impact
2017-18 2018-19 Sensitivity Analysis (in $millions) 17/18 18/19
Revenue
Rate Increase (%) 5.0% 0.0%| 1% change in the rate increase assumption $ 241 $ 25
Sask Sales Growth (%) 1.9% 1.2%| 100 GWh change in power customer consumption $ 5% 5
100 GWh change in residential power consumption $ 149 14
0% Load Growth $ 311 $ 20
2% Reduction in domestic sales $ 33|% 34
Exports & Trading Margin (Millions $) | $ 5 % 7| $10 million change in export sales $ 5% 5
Fuel & Purchased Power
Natural Gas Price ($/GJ) $ 414 $ 3.88| $1/GJchange inthe natural gas price assumption $ 241 $ 32
Hydro Generation (GWh) 4,530 3,634 | 10% change in the hydro assumption $ 13($ 13
Coal Generation (GWh) 10,918 11,138 10% change in the coal generation assumption $ 14 14
Capital
Capital Spending (Millions $) $1,121 $ 1,112| $100 million change in capital budget $ 71% 7
Short-Term Interest Rates 0.5% 0.8%| 1% change in short-term interest rates $ 11 $ 12
Long-Term Interest Rates 3.1% 3.3%| 1% change in interest rate assumption $ 419 4
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A)

B)

<)
D)

E)

F)

CONFIDENTIAL SRRP Q8 Reference: Corporate Risks — Carbon Pricing

Please provide an analysis of the implications of a carbon tax of $10/tonne on
revenue requirement and future rate increases.

Please provide a schedule that shows the impact of a $10/tonne carbon tax
beginning in 2018 and increasing by $10/tonne for each of the next five years on
revenue requirement and future rate increases.

Please discuss what actions SaskPower is taking to mitigate the potential rate
impacts of a carbon tax on ratepayers.

Please provide a summary of how SaskPower understands carbon taxes in British
Columbia and Alberta have impacted utility costs and customer electricity rates.
Please provide an estimate of the average annual rate increases that would be
required in order to implement capital projects to reduce SaskPower’s
greenhouse gas emissions by 40% by 2030.

Please discuss how the impacts of a carbon tax on revenue requirement would
be shared with different customer classes? What principles and methods would
SaskPower use to pass these costs on to residential, commercial, industrial and
other customers?

Response:

A response has been submitted to the Saskatchewan Rate Review Panel for its review.
However, the response contains confidential information that is not for public release.
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SRRP Q9 Reference: Financial Indicators
Please discuss the financial/productivity indicators provided on page 45 of the
application including:
A) How does SaskPower select its financial and productivity indicators?
i. Provide a rationale for why SaskPower considers each of these
indicators to be important.
i. How does SaskPower use these indicators in developing its business
plan?
B) Please discuss why SaskPower believes return on equity and percent debt ratio
are useful financial indicators for a crown-owned utility.
C) Please discuss whether SaskPower uses any form of financial indicators related
to cash flows?
D) Please discuss whether SaskPower has investigated or considered other
financial indicators or targets including:
i. Arisk-based reserve account.
i. An interest coverage target.

Response:

A) SaskPower selects its financial and productivity indicators based on a number of
factors, including those that focus on specific financial and/or productivity
aspects the Corporation considers important for measuring performance against
targets and historical performance; allow for benchmarking against other
Canadian electric utilities and Saskatchewan Crown corporations; and are
required and assessed by counterparties with which SaskPower transacts.

i. Operating income provides a measure of income generated from
SaskPower’s regular day-to-day operations. This indicator will no longer be
used in 2018-19 due to the adoption of IFRS 9 and hedge accounting,
upon which the difference between operating income and net income, if
any, will be immaterial.

Net income provides a measure of the performance of the company’s risk
management activities related to natural gas prices, electricity prices and
long-term debt, in addition to income generated from regular operations.

Return on equity (operating) demonstrates financial sustainability and
profitability, assisting SaskPower to evaluate its ability to continue to
reinvest in its aging infrastructure. This indicator will be revised to return on
equity based on net income in 2018-19 due to the adoption of IFRS 9 and
hedge accounting.
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Debt ratio (including capital leases) illustrates SaskPower’s financial
structure and assists with managing our company’s credit risk, which is
considered by the counterparties we transact with and can impact the
credit risk associated with our shareholder and ultimately the provincial
government.

OM&A/PP&E illustrates how efficiently SaskPower is managing its OM&A in
terms of our company’s growth, as the Corporation considers growth in its
asset base to be a key driver of OM&A costs. This indicator, which is
SaskPower-specific, will be replaced in 2018-19. The Corporation will move
to an OM&A/customer account indicator, which is more commonly used
in the electric utility industry. In addition to the size of our company’s asset
base, customer accounts are considered to be a key driver of OM&A
costs.

Dividend declared measures the amount from SaskPower’s profits
required to be remitted to our shareholder, Crown Investments
Corporation (CIC) of Saskatchewan, as opposed to being available for
reinvestment into our aging electrical infrastructure or repayment of debt.

ii. These indicators are considered in decisions regarding how to balance
the costs to operate, maintain, and renew or replace our aging
infrastructure with the need to impose constraints on expenses and
capital investments and how best to finance capital investments.

Return on equity and per cent debt ratio are commonly used by other Canadian
electric utilities, both private and government-owned, and allow SaskPower to
benchmark its profitability and long-term solvency against these utilities. They are
also considered by counterparties with which SaskPower transacts. Furthermore,
these indicators are a reporting requirement of CIC.

SaskPower currently uses an interest coverage ratio based on EBIT (earnings
before interest and taxes) as a financial performance measure. Calculated
monthly, results are measured against targets established for both the current
fiscal year (1.4 for 2017-18) and the long term (2.0). Results are taken before the
Executive, and are available to staff as part of SaskPower’s internal monthly Key
Indicator Report and Financial Summary.

SaskPower also measures its interest coverage ratio against other electric utilities
across Canada in the company’s annual System Reliability & Financial Metrics
Comparison white paper, which is provided to SaskPower’s Executive and Board
of Directors, as well as CIC.
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This indicator is being replaced in the 2018-19 Business Plan with an interest
coverage ratio based on EBITDA, which SaskPower feels provides a better
indicator of the Corporation’s ability to cover interest obligations.

SaskPower has considered other financial and productivity indicators, and will be
adding two additional indicators for 2018-19, in addition to modifying some of the
existing indicators as noted in the response to A) i. above.

The 2018-19 Business Plan will include a free cash flow indicator, which will
measure operating cash flows against capital expenditures, and the 2018-19
Corporate Balanced Scorecard will include an Earned Value Management
portfolio indicator to measure actual capital investment project progress against
planned schedules and costs, identifying performance that is over or under
budget and ahead or behind schedule.

i. SaskPower has not investigated or considered a risk-based reserve
account.

ii. See response to B) above.
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SRRP Q10 Reference: Financial Indicators

Please provide a schedule that shows the calculation of SaskPower’s actual and
forecast debt ratio and return on equity for the three most recent actual years and
forecasts for 2017/18 and 2018/19.

Response:

The following tables show the calculation of SaskPower’s debt ratio and return on equity
for the years 2014 — 2016/17 and forecasted amounts for 2017/18 and 2018/19:

Debt and Equity

(millions)
2014 2015/16 2016/17 2017/18 2018/19
Gross long-term debt $ 435 $ 5130 $ 5559 $ 5881 $ 6,224
Finance lease obligation 1,138 1,133 1,126 1,113 1,131
Short-term advances 890 981 900 1,136 1,213
Debt retirement funds (457) (533) (590) (668) (739)
Cash and cash equivalent: 2 (28) (13) (5) (5)
Total net debt 5,928 6,683 6,982 7,457 7,824
Equity advances 660 660 660 660 660
Retained earnings 1,521 1,547 1,603 1,772 1,962
Accumulated OCI ) (61) (22) (50) (50)
Total capital $ 8,106 $ 8829 $ 9223 $ 9839 $ 10,396
Percent debt ratio 73.1% 75.7% 75.7% 75.8% 75.3%

Return on Equity

(millions)
2014 2015/16 2016/17 2017/18 2018/19
Net Income (LOss) $ 60 $ 19 $ 56 $ 160 $ 210
Equity advances 660 660 660 $660 660
Retained earnings 1,521 1,546 1,603 1,772 1,962
Accumulated OCI 3) (62) (22) (50) (50)
Average Equity $ 2201 $ 2162 $ 2,193 $ 2312 $ 2,477

Return on Equity 2.7% -0.9% 2.6% 6.9% 8.5%
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SRRP Q11 Reference: Financial Indicators
Please provide a statement of cash flows for the three most recent actual years and
forecasts through 2019/20 that separately shows interest paid, investing activities and

financing activities.

Response:

The following table shows a statement of cash flows for the years 2014 - 2016/17 and

forecasted amounts for 2017/18 and 2018/19:

(in millions) 2014 2015/16 2016/17 2017/18 2018/19
Net Income 60 (19) $ 56 $ 160 $ 210
Non-cash adjustments to income 721 955 919 976 991
Change in working capital 3) (151) 12 (38) (6)
Interest paid (387) (409) (423) (442) (456)

Net cash provided by operating activities 391 376 564 655 738
Capital expenditures (1,279) (931) (886) (1,105) (1,113)
Other 61 27 24 8 12

Cash used in investing activities (1,218) (904) (862) (1,097) (1,101)
Net proceeds from short-term advances 86 65 (81) 237 76
Proceeds from long-term debt 792 535 535 425 350
Repayment of long-term debt 4) (5) (105) (105) (5)
Total 788 530 430 320 345
Debt retirement fund installments (36) (43) (48) (54) (54)
Realized gains (losses) on derivatives

designated as cash flow hedges (12) a7 (11) - -
Other 1 3) (7) (69) (4)
Cash provided by financing activities 827 532 283 433 363
Change in cash position - 4 $ (15 $ @) % 0)
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SRRP Q12 Reference: Finance Expense

Please describe SaskPower’s debt strategy with respect to how much short-term
versus long-term debt SaskPower takes on. In particular, what mixture of floating rate
debt versus fixed rate debt does SaskPower consider to be optimal?

Response:

SaskPower continues to target up to 15% in ongoing floating rate debt as a percentage
of total debt equivalent obligations, which includes capital leases. SaskPower does not
have a minimum requirement.

In addition to targeting up to 15% in ongoing floating rate debt, SaskPower may carry up
to $800 million in temporary floating rate debt for the purposes of bridge financing, credit
support financing and to cover cash requirements in an emergency.
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SRRP Q13 Reference:

A. Please provide a schedule showing all long term debt (including any long-term
lease obligations) including date of issue, date of maturity, effective interest rate,
coupon rate, par value, unamortized premium and outstanding amount.

B. Please provide a schedule showing SaskPower’s debt in relation to the total debt
of the Province of Saskatchewan for each of the last three years.

Finance Expense

Response:

A. Long-term debt is comprised of recourse debt — advances from the Government of
Saskatchewan’s General Revenue Fund — and non-recourse debt which is used to
finance the Cory Cogeneration Station. Under the terms of the non-recourse debt,
lenders have recourse limited to the station’s assets.

Please refer to the table below for details on SaskPower’s recourse debt (advances
from the Government of Saskatchewan’s General Revenue Fund) as at March 31,
2017 (in millions):

Effective Unamortized

interest Coupon Par premiums Outstanding

Date of issue Date of maturity rate (%) rate (%) value (discounts) amount
May 27, 2014 June 5, 2017 Floating CDOR* $ 100 $ - $ 100
December 20, 1990 December 15, 2020 11.23 9.97 129 - 129
February 4, 1992 February 4, 2022 9.27 9.60 240 3 243
July 21, 1992 July 15, 2022 10.06 8.94 256 (1) 255
May 30, 1995 May 30, 2025 8.82 8.75 100 - 100
August 8, 2001 September 5, 2031 6.49 6.40 200 (2) 198
January 15, 2003 September 5, 2031 5.91 6.40 100 5 105
May 12, 2003 September 5, 2033 5.90 5.80 100 [@) 99
January 14, 2004 September 5, 2033 5.68 5.80 200 2 202
October 5, 2004 September 5, 2035 5.50 5.60 200 2 202
February 15, 2005 March 5, 2037 5.09 5.00 150 (2) 148
May 6, 2005 March 5, 2037 5.07 5.00 150 1) 149
February 24, 2006 March 5, 2037 4.71 5.00 100 4 104
March 6, 2007 June 1, 2040 4.49 4.75 100 4 104
April 2, 2008 June 1, 2040 4.67 4.75 250 3 253
December 19, 2008 June 1, 2040 4.71 4.71 100 - 100
September 8, 2010 June 1, 2040 4.27 4.75 200 14 214
November 7, 2012 February 3, 2042 3.22 3.40 200 6 206
February 20, 2013 February 3, 2042 3.54 3.40 200 4) 196
October 2, 2013 June 2, 2045 3.97 3.90 400 (5) 395
January 10, 2014 June 2, 2045 3.95 3.90 200 2) 198
October 2, 2014 June 2, 2045 3.43 3.90 200 17 217
February 5, 2015 June 2, 2045 2.73 3.90 200 46 246
May 26, 2015 December 2, 2046 3.15 2.75 200 (15) 185
October 15, 2015 December 2, 2046 3.43 2.75 200 (25) 175
January 19, 2016 December 2, 2046 3.34 2.75 200 (22) 178
July 12, 2016 December 2, 2046 2.85 2.75 150 3) 147
October 13, 2016 December 2, 2046 3.00 2.75 200 (10) 190
January 19, 2017 June 2, 2048 3.35 3.30 200 2) 198
March 6, 2014 March 5, 2054 3.76 3.75 100 - 100
May 2, 2014 March 5, 2054 3.71 3.75 175 1 176
$ 5500 $ 12 $ 5,512
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Subsequent to year-end, the Corporation repaid $100 million of floating rate debt on
June 5, 2017. In addition, on August 17, 2017, the Corporation borrowed $150 million
of long-term debt at a premium of $18 million. The debt issue has a coupon rate of
3.75%, an effective interest rate of 3.19%, and matures March 5, 2054.

Please refer to the table below for details on SaskPower’ non-recourse debt as at
March 31, 2017 (in millions):

Effective Unamortized
interest Coupon Par premiums Outstanding
Date of issue Date of maturity rate (%) rate (%) value (discounts) amount
April 26, 2001 June 30, 2017 to
December 31, 2025 7.87 7.59 $ 25 $ @ $ 24
April 26, 2001 June 30, 2017 to
June 30, 2026 7.88 7.60 23 - 23
$ 48 $ 1) s 47
Please refer to the table below for details on SaskPower’s long-term lease obligations
as at March 31, 2017 (in millions):
March 31
(in millions) 2017
Total future minimum lease payments $ 2,983
Less: future finance charges on finance leases (1,857)
Present value of finance lease obligations $ 1,126
Less: current portion of finance lease obligations (14)
$ 1,112
B. The following table provides a comparison of SaskPower’s gross debt in comparison
to the Province of Saskatchewan:
March 31 March 31 March 31
2017 2016 2015
General Revenue Fund $ 6,308 $ 4972 $ 4,661
SaskPower 6,448 6,084 5,423
Other 5,039 4,031 3,215
Total Public Debt $ 17,795 $ 15,087 $ 13,299

Note: the above table includes both recourse and non-recourse debt and short-term
advances, but does not include finance lease obligations or debt premiums/
discounts.
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SRRP Q14 Reference: Finance Expense

For each year of the ten most recent actual years please provide a schedule showing
the forecast short-term and long-term interest rates for new debt from the prior year’s

business plan (i.e. the last business plan prepared before the start of each fiscal year)

and the actual short-term and long-term interest rates for new debt.

Response:

The following table shows the budgeted vs. actual rates for each of SaskPower’s long-
term debt issues going back to 2008, as well as the budgeted vs. actual interest rates for
short-term borrowings.

Actual  Actual Actual
Year Budgeted Budgeted L/T Issues: Effective Coupon S/T Interest
L/T Rate  S/T Rate Rate Rate Rates (%)
2008 5.5% N/A 250.0 4.7% 4.8%
100.0 4.7% 4.7%
2009 5.5% N/A -
2010 5.7% N/A 200.0 4.3% 4.8%
2011 4.6% 1.6% - - - .91to 1.0
2012 5.1% 2.6% 200.0 3.2% 3.4% .97to0 1.0
2013 3.4% 1.2% 200.0 3.5% 3.4% .97to 1.0
400.0 4.0% 3.9%
2014 3.7% 1.1% 200.0 4.0% 3.9% .97to 1.0
100.0 3.8% 3.8%
175.0 3.7% 3.8%
200.0 3.4% 3.9%
2015 4.2% 1.2% 200.0 2.7% 39% .97to 1.0
2015-16 3.1% 0.8% 200.0 3.2% 2.8% .55to0 .67
200.0 3.4% 2.8%
200.0 3.3% 2.8%
2016-17 3.1% 0.8% 150.0 2.9% 2.8% .55t0 .64
200.0 3.0% 2.8%
200.0 3.4% 3.3%
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SRRP Q15 Reference: Finance Expense

Please provide a schedule showing details of the total finance charges for the three
most recent actual years and forecasts for 2017/18 and 2018/19 including interest on
long-term debt; interest on short-term debt; leases; interest capitalized; debt
retirement fund earnings and other finance charges.

Response:

The following table summarized actual finance charges for the years 2014 to 2016-17,
and forecasted finance charges for the years 2017-18 and 2018-19.

Finance Charges
(millions)

2014 2015-16 2016-17 2017-18 2018-19

Interest on long-term debt $ 218 $ 243 $ 257 $ 268 $ 286
Interest on finance lease 165 167 166 163 164
Interest on short-term debt 7 5 6 7 9
Accretion 6 4 5 5 5
Interest capitalized (62) (25) (15) (23) (34)
Amortization of debt premiums/discounts (1) 2) 1) 1 Q)
Amortization of bond forward agreements net g (1) -
Interest on Employee Benefits 11 9 11 9 9
Other interest and charges 1 1 - (1) 4
Finance expense 344 402 429 430 442
Debt retirement fund earnings (18) an (13) (12) an
Interest income - (1) - (1) 1)
Finance income (18) (18) (13) (13) (18)
TOTAL FINANCE CHARGES $ 326 $ 384 $ 416 $ 417 $ 424
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SRRP Q16 Reference: Finance Expense

Please provide details with respect to the sinking fund requirements for long-term debt
and discuss whether there have been any recent changes to the provincial
government’s sinking fund requirements for new debt.

Response:

Once a long-term borrowing is made, each year thereafter by the 1st of the month of the
anniversary month of a borrowing’s eventual maturity a payment of at least 1% of the
outstanding principal amount of that borrowing must be made into a sinking fund up to
and including the year and month of that borrowing’s maturity.

There have been no changes to sinking fund requirements for new debt.
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SRRP Q17 Reference: Finance Expense

Please provide details of the actual and forecast sinking fund balances, earnings,
contributions and average returns for the three most recent actual years and
forecasts for 2017/18 and 2018/19.

Response:

The following is a continuity schedule relating to annual sinking fund balances for the
years 2014 to 2016/17, and forecasted amounts for 2017/18 and 2018/19:

Sinking Funds
(millions)

2014 2015  2015/16 2016/17 2017/18 2018/19

DRF Opening Balance 368 457 491 533 590 656
DRF Installments 36 13 43 48 54 54
DRF earnings 18 15 18 13 12 17
DRF redemptions - - - - -

DRF market value gain (loss) 35 6 (19) 4)

Debt retirement funds 457 491 533 590 656 728
Return 3.9% 3.1% 3.4% 2.2% 1.8% 2.3%

*Three month reporting period to accommodate fiscal yearend change
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SRRP Q18 Reference: Finance Expense

Please elaborate on the statement on page 39 of the application that “Using market

forecasts, SaskPower is also anticipating an increase in interest rates over the next

three years that will contribute to higher finance charges”, specifically:

A. Please identify the ‘market forecasts’ SaskPower is using as the basis for this
statement.

B. Please indicate the magnitude of the impact on the 2018/19 business plan
finance expense of these higher interest rate forecasts compared to assuming
interest rates remain unchanged from current rates. Please separate the impact
between short-term and long-term rates if possible.

Response:

A) The market forecasts refer to forward implied interest rates, which are based on
market interest rates at a point in time and are obtained from Bloomberg.

B) The impact on 2018/19 finance expense of rising interest rates (current rates
assumed to be the 2016/17 interest rates):

Short-term rates:

Borrowing Avg Current Forecasted Finance
vear outstanding __ rate rate expense
2018/19 $1.18 bilion  0.5% 0.8% $3.5 million
Total increase $3.5 million

Long-term rates:

Borrowing Borrowing Current Forecasted Finance
year amount rate rate expense
2017/18 $200 3.1% 3.3% $400,000
2018/19 $450 3.1% 3.3% $450,000 (1/2 year)
Total increase $850,000

Note:

Rising short-term rates are assumed to impact the entire balance of short-term debt for
the entire year given that their rates float. Rising long-term rates are assumed to only
impact planned new borrowings during 2017/18 and 2018/19 as once a long-term
borrowing is made, its cost is fixed and not impacted by interest rate changes.
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SRRP Q19 Reference: Depreciation
Please provide the date of SaskPower’s last external depreciation study and the
proposed timing of the next external depreciation study.

Response:

The last external depreciation study was completed in 2010 by Gannett Fleming. External
depreciation studies were scheduled to be performed every five years. However, due to
restraint measures, management decided to defer the next external depreciation study.

Management has continued reviewing depreciation rates annually with internal
personnel. In 2017-18, management will focus efforts on reviewing generation,
transmission and distribution asset components’ estimated service lives and depreciation
rates to determine whether or not any changes need to be made.
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SRRP Q20 Reference: Depreciation

Please describe SaskPower’s process for reviewing and revising its depreciation rates
between external depreciation studies. Please include in the discussion the degree to
which SaskPower reviews depreciation studies approved by regulators in other
jurisdictions.

Response:

On an annual basis, SaskPower’s Finance Department reviews its depreciation rates with
internal personnel from various operating areas to determine whether any changes to
the estimated useful lives are required based on manufacturers’ guidance, past
experience and future expectations regarding the potential for technical obsolescence.
In addition, depreciation rates are adjusted each year for coal facility assets based on
the Corporation’s most recent supply plan and expected federal government
requirements to phase out conventional coal-fired generation in Canada by 2030.

While SaskPower does not review annual depreciation studies approved by regulators in
other jurisdictions, SaskPower has appointed a representative from the Finance
Department as a member of the Canadian Electricity Association Finance & Accounting
Committee. This forum provides management with the opportunity to attend meetings
with other utilities across Canada on a semi-annual basis and participate in various
surveys and discussions with topics that include depreciation.

It is important to note that not all utilities across Canada prepare financial statements in
accordance with International Financial Reporting Standards (IFRS). As such,
depreciation rates set by other utilities may not be comparable.
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SRRP Q21 Reference: Depreciation

A) Please provide a qualitative description of any major changes to SaskPower’s
depreciation rates since the last rate application and the total impact of these
proposed changes on revenue requirement. Please provide a break-out to the
extent possible without disclosing any information SaskPower considers to be
confidential.

B) Please confirm if SaskPower’s auditor has reviewed and accepted these changes
for financial reporting purposes.

Response:

A) As per SaskPower’s policy, a depreciation rate review was performed in 2016-17. The
incremental depreciation expense that would be recorded in SaskPower’s 2017-18
financial statements is estimated at $34.2 million.

SaskPower’s policy is to calculate depreciation on a straight-line basis over the
estimated average service life (ASL) of the asset. The recommended depreciation
rate adjustments are based on the annual review of SaskPower’s asset’s estimated
average service life for continued appropriateness. The depreciation rate review was
conducted internally by Finance and is based on discussions with management and
personnel from the operating areas.

Results from the 2016-17 depreciation rate review include:

Coal generation unit retirement date scenarios

SaskPower has signed an Agreement in Principle with the Ministry of Environment and
Environment and Climate Change Canada which sets out the broad terms of an
Equivalency Agreement (EA). Due to the uncertainty with regards to this EA, the
retirement dates for the coal facilities have been determined through discussions with
Asset Management and are based on the most recent supply plan, which is subject
to change.

Gas turbine overhauls

Recently the costs incurred to replace internal gas turbine components during the
Hot Gas Path and Major overhauls have been capitalized rather than charged to
OME&A as maintenance. As a result, management is recommending that the
estimated average service lives of these components be updated to align with the
timing of the overhauls (between 5 - 10 years).

Steel and wood pole testing

Over the past few years, annual capital programs have been initiated to perform
coating and anode protection on the Corporation’s lattice and weathering steel
structures as well as testing and treating on our wood poles. As a result, management
is recommending that a new asset category be created to depreciate these costs
over a shorter 15-year period rather than the estimated average service life of the
original structures (35-50 years).
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Transformer, station and grid automation

The life expectancy of the transformer, switching station control systems and
distribution SMART line devices electronic components have decreased due to
design life and technology obsolescence. Therefore, management is recommending
reducing the average service life of these components to 15 years from 20-50 years
to reflect that fact that this transmission and distribution equipment is being replaced
more frequently.

Surface stone and fencing

Management is recommending creating a new asset category called Surface Stone
and Fencing. This new category will have an average service life of 20 years to
depreciate the crushed rock, gravel and fences which are not lasting as long as the
foundations.

Shand Carbon Capture Test Facility
Management is recommending accelerating the depreciation rate on this research
and development asset from 5 to 4 years to represent its remaining economic life.

Yes. SaskPower s external auditors — Deloitte and the Office of the Provincial
Auditor — have reviewed and accepted all changes to deprecation rates and
estimated service lives based on the 2016-17 Depreciation Study.
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SRRP Q22 Reference: Forecast Saskatchewan Sales Revenues

A) Please confirm whether the revenues for 2017/18 and 2018/19 in the table on
page 26 of the application are at existing rates or proposed rates.

B) Please provide a proof of revenue schedule showing the billing determinants (e.g.
number of customers, billed demand, energy), rates and revenues for each
customer class for the existing rates and SaskPower’s proposed rates effective
March 1, 2018.

Response:

A) The revenues in the table on page 26 of the application include the proposed
system average 5% rate increase as of March 1, 2018, and a full year of the rate
increase for fiscal 2018/2019.

B) Please see the following tables. Note that the proof of revenue calculations are
annualized (i.e. calculated over 12 months) in order to reflect the correct
percentages.
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SRRP Q23 Reference: Export Revenues

Please provide an overview of the export markets SaskPower participates in, the types
of export sales (long-term contract; short-term contract; sport market sales) and
details of any firm transmission contracts or positions with other markets or jurisdictions.

Response:

SaskPower participates in several organized deregulated markets. The organized markets
are called Independent System Operators (ISOs) or Regional Transmission Organizations
(RTOs):

ISOs
Alberta Electric System Operator (AESO) - Alberta

RTOs
Southwest Power Pool (SPP)
Midwestern US, including North and South Dakota

Midcontinent Independent System Operator (MISO)
Midwestern states and provinces, including Manitoba and Minnesota

SaskPower may also engage in bi-lateral transactions with counterparties in the AESO,
MISO and SPP footprints.

SaskPower’s export sales are almost always spot-market transactions, but the
Corporation has occasionally entered into single-month export transactions. As at
September 2017, SaskPower has not entered into any short-term or long-term export
contracts.

SaskPower has firm transmission rights on export paths within Saskatchewan:

1.15 MW to AESO, which is scheduled to increase to 153 MW in 2018
2.150 MW to the US, which has been limited to 125 MW in 2017
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SRRP Q24 Reference: Export Revenues

Please elaborate on the factors described on page 31 of the application that are
contributing to SaskPower’s higher forecast export volumes and prices in 2018/19
relative to 2015/16 and 2016/17.

Response:

SaskPower is forecasting modest increases to export volumes in 2018/19 relative to
2015/16 and 2016/17. The increases are based on an expected recovery in the Alberta
Electric System market price and growth in the US markets.

Factors contributing to an expected recovery in the Alberta market price include
increased Alberta load growth, the retirement/mothballing of coal-fired generation units,
and the evolution of Alberta’s carbon tax and renewable energy policy.

Growth in the US markets is a result of higher expected load growth, improved economic
opportunity, and greater expected market participation.
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SRRP Q25 Reference: Export Revenues

Please provide SaskPower’s actual export sales for the last 10 years compared to
forecasts from the prior year’s business plan (i.e. the last business plan prepared prior
to the start of the fiscal year).

Response:

SaskPower export revenue as at
fiscal year ending (in thousands)

Fiscal Revenue Budget

2017 $ 5,368 $ 17,000
2016* $ 9,230 $ 20,655
2014 $ 7,338 $ 27,490
2013 $ 61,755 $ 27,472
2012 $ 49,057 $ 8,200
2011 $ 40,328 $ 15,184
2010 $ 11,847 $ 28,041
2009 $ 12,480 $ 54,952
2008 $ 33,455 $ 115,600
2007 $ 57,551 $ 50,119

*With the change to an off calendar year end the 2016 results show 15 months.
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SRRP Q26 Reference: Export Revenues

Please discuss how SaskPower believes adding additional wind generation in the near
future will affect its export sales, both in terms of volume of export sales and also
volatility in export sales forecasts.

Response:

SaskPower believes that the additional wind generation will increase export sales volume.
The annual export sales forecast volatility will be a function of the timing of new wind
project commissioning dates. The annual export sales forecast volatility will be minimal
when no new wind installments occur.

However, as the resolution of the time horizon studied is increased the volatility will also
increase. Monthly export sale volatility will be greater than annual export sale volatility,
daily export sale volatility will be greater than monthly export sale volatility, and intra-day
export sale volatility will be greater than daily export sale volatility.
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SRRP Q27 Reference: Net Sales from Trading

A) Please provide a table showing the three most recent actual years and forecasts
for 2017/18 and 2018/19 of net sales from electricity trading.

B) Please indicate if there are any fixed costs associated with pursuing net trading
activity and if so quantify any fixed amounts.

Response:
A)

Forecast
Year Actual (000's) (000's)

2014 -$1,656

2015 (Jan 2015-Mar 2016) -$1,920

2016/17 -$2,843
2017/18 $1,358
2018/19 $500

B) The fixed costs associated with pursuing trading activity are approximately $3.8M
per year. Spot trading can have zero fixed costs. NorthPoint does have a long-
term transmission position with an annual fixed cost of approximately $3.8M. To
date this position provided a 70% ROI. Profitable trades on this transmission
position continue to be made, but due to market conditions over the last few
years, there hasn’t been enough opportunity to cover the fixed transmission costs.
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SRRP Q28 Reference: Net Sales from Trading
Please discuss how SaskPower prepares its forecasts of net sales from trading.

Response:

SaskPower uses various modeling software that help determine probabilistic future
market prices and margins. The historic relationship between market price, margins, and
net sales is applied to the forecasted market prices and margins to form the projected
forecast of net sales from trading.
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SRRP Q29 Reference: Net Sales from Trading

Please provide an illustrative sample of a trading transaction that shows how
SaskPower calculates the revenue from the transaction (showing both volumes and
prices); the costs of the transaction (including both direct costs and the share of any
fixed costs related to trading); the net revenues from the transaction.

Response:

Net sales from trading

SaskPower sells 50 MWh to the buyer at a price of $50 per MWh. The delivery point is the
Saskatchewan border.

Assuming transmission losses are 2%, SaskPower needs to generate 51 MWh to deliver 50
MWh to the border.

Costs

Energy: 50 MWh x $20 per MWh (incremental cost of supply unit) = $1,000
Transmission: No charge within the Saskatchewan system and no external
transmission charges because the buyer took delivery at the Saskatchewan
border

Transmission losses: 1 MWh x $20 per MWh (incremental cost of supply unit) = $20

Total cost: $1,000 + $0 + $20 = $1,020

Revenue

50 MWh x $50 per MWh = $2,500

Net profit margin on the trading transaction
$2,500 - $1,020 = $1,480

Fixed costs are not allocated to individual transactions.
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SRRP Q30 Reference: Net Sales from Trading
Please elaborate on why SaskPower believes electricity trading activities can be a
revenue positive endeavor after trading costs based on the recent annual losses.

Response:

Historically, the Alberta market has been our highest volume market for trading activities.
Market prices in Alberta dropped 45% in 2016 ($33/MWh in 2015, $18/MWh in 2016). The
Alberta market price has averaged approximately $19/MWh in the first quarter of 2017-
18.

Alberta market price forecasters are predicting a rebound in 2018 to $47/MWh. This is
due to the retirement of some generation and the coal generation that is currently being
offered into the market at marginal cost by the Balancing Pool returning to the hands of
the previous owners, which should result in a return to more strategic offer behaviour.

NorthPoint has estimated a net trading profit of approximately $1.5 million over the next
three year period (2018 — 2020) based on forecasted prices for the Alberta market.
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SRRP Q31 Reference: Other Revenue
Please provide an explanation for the materially higher customer contribution
revenue in 2015/16 compared to 2016/17 and the 2018/19 forecasts.

Response:

Customer contributions are funds received related to the costs of service extensions.
These contributions are recognized immediately in profit or loss as other revenue when
the related property, plant and equipment is available for use. The following table shows
the customer contribution breakdown of revenue:

(in millions) 2015/16 2016/17 2017/18 2018/19
Customer connects - Distribution $ 486 $ 305 $ 39.1 $ 39.0
Customer connects - Transmission 42.5 22.2 15.0 16.0

$ 91.1 $ 527 $ 541 $ 550

The higher customer contributions in 2015/16 were due to the completion of various large
transmission and distribution projects.
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SRRP Q32 Reference: Other Revenue
Please explain how SaskPower forecasts customer contribution revenues in the test
years.

Response:

Customer contribution revenues are forecast based on historic averages of actual
customer contribution revenues received by SaskPower. Since 2010, the average annual
customer contribution revenue is approximately $55 million.

It should be noted that this average includes the $93 million received in 2015, as major
contributions from potash, pipeline and wind interconnections were received. If 2015 was
excluded from the calculation, the average would be $49 million.

SaskPower allocates the total budgeted amount by using three years of actuals to
allocate it to the individual customer classes.
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SRRP Q33 Reference: Other Revenue
Please elaborate on how the gas and electrical inspection revenues arise and clarify
if these revenues are net of any related costs incurred by SaskPower.

Response:

Gas and electrical inspections revenues are fees collected by the department for
permits, plan and code reviews, field approvals and inspections. The Gas and Electrical
Inspections Department is a full cost-recovery department within the Law, Land &
Regulatory Affairs Business Unit of SaskPower. In 2016/17, the net income for Gas and
Electrical Inspections was $2.3 million.

Gas and Electrical Inspections

(millions)
Permits S 169
Plan & Code Review 0.1
Field Approvals 0.3
Inspections 0.1
Revenue S 17.4
Expenses S 15.1

Net Income S 23
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SRRP Q34 Reference: Other Revenue

A) Please discuss how the CO2 sales revenue forecasts are prepared, do the
forecasts assume SaskPower captures and sells the maximum amount of CO2?

B) Please explain if the forecast increases in CO2 sales revenues in 2017/18 and
2018/19 reflect escalation in the selling price of the CO2 or an increase in volume
of CO2 sales or both.

Response:

A) CO: sales revenue forecasts are prepared in accordance with contractual
obligations of the offtaker. The forecast does not assume SaskPower captures
and sells the maximum amount of COx.

B) The selling price of CO: is escalated in accordance with the agreement with the
offtaker. Volumes of CO2 may either increase or decrease depending upon
operating days in a year as a result of maintenance schedules.
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SRRP Q35 Reference: Other Revenue

A) Please confirm if there are any costs included in 2017/18 and 2018/19 associated
with the CO: test facility and if so please quantify these amounts.

B) Is SaskPower seeking to identify new sources of revenue related to the CO: test
facility? If so please describe any such activities.

Response:

A. The 2017/18 OM&A budget includes approximately $2.4 million for the operation
of the Carbon Capture Test Facility (CCTF). While operating budgets have not
been finalized for 2018/19, management will review the actual costs incurred in
2017/18 and determine the required OM&A budget for 2018/19 later in the year.

B. Yes, SaskPower has been touring prospective clients who could use the CCTF. In
addition, the International CCS Knowledge Centre has arranged for several
prospective clients to tour both the CCTF and the carbon capture and storage
facility at Boundary Dam Power Station. The CCTF currently has a client.



ki SaskPower

Powering the future®

2018 RATE APPLICATION
SRRP INTERROGATORIES

SRRP Q36 Reference: Other Revenue

Please provide a detailed breakout for Miscellaneous Revenue for the three most
recent actual years and forecasts for 2017/18 and 2018/19. Please provide an
explanation for the decreased revenue from 2015/16 to 2016/17.

Response:

The following table provides a detailed schedule for Miscellaneous Revenue for the years
2014 - 2016/17 and forecasted amounts for 2017/18 and 2018/19. The decrease in
revenue from 2015/16 to 2016/17 was mainly due to the completion of the 10-year Wind
Production Incentive (WPPI) Program that was offered by the Government of Canada
when the Centennial Wind Power and Cypress Wind Power Facilities were commissioned.

Miscellaneous Revenue Summary
(millions)

2014  2015/16 2016/17 2017/18 2018/19

Late payment charges $ 51 $ 57 $ 50 $ 57 $ 58
Joint Use Charges 4.6 5.8 4.6 4.5 4.7
Connect fees 1.2 1.2 1.3 1.2 1.3
Rental income 0.2 0.5 0.3 0.3 0.3
Meter reading 3.6 2.9 2.5 2.5 2.6
Custom work 4.5 4.3 3.8 4.2 4.2
Trans tariff revenue - External 0.4 0.7 - 0.1 0.1
Green power premiums 0.2 0.2 0.2 0.2 0.2
WPPI 4.8 4.4 - - -

Flyash 7.2 6.7 5.9 6.4 7.0
Miscellaneous 3.6 2.6 2.3 2.4 0.9
Total "$ 354 $350 $ 259 $ 275 $ 27.1
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SRRP Q37 Reference: Business Plan (Tab 4)

A) Please provide a description of SaskPower’s annual business planning cycle,

including inputs required, review and approval processes and the typical timing of
mid-year updates.

B) Please confirm if dates labelled March reflect fiscal year end forecasts (i.e. March
31st) or March 1stin each year.

Response:

A. The following is a summary of SaskPower’s typical business planning cycle:

Q4 (January to March):

Preliminary fuel and purchased power and revenue forecasts are prepared
based on the Q4 load forecast.
Preliminary capital targets are set for the various Business Units.

Q1(April to June):

Executive reviews and approves capital targets set for each of the Business Units,
as well as the corporate OM&A budget.

Depreciation expense and finance charges are updated based on the assumed
level of capital spending.

Executive reviews and approves a preliminary Business Plan.

SaskPower’s Audit & Finance Committee and Board of Directors review and
approve the preliminary Business Plan.

Note - the preliminary Business Plan is used in developing SaskPower’s rate
application.

Q2 (July — September):

Business Units prepare detailed capital plans based on the targets set during Q1.
Individual Business Unit OM&A budgets are established and new initiative requests
or funding shortfalls are identified. The Executive then meets to prioritize new
initiatives and finalize the OM&A budgets.

Revenue and fuel budgets are updated based on the Q1 load forecast.
Executive reviews and approves SaskPower’s full 10-year Business Plan.

Q3 (October to December):

SaskPower’s Audit & Finance Committee and Board of Directors review and
approve SaskPower’s 10-year Business Plan.

Crown Investments Corporation of Saskatchewan reviews and approves
SaskPower’s Business Plan.
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Q4 (January to March)
e The Government of Saskatchewan Ministry of Finance consolidates SaskPower’s

financial results as part of the Province’s financial reporting package.
e SaskPower responds to any direction from the Province to make modifications to
SaskPower’s Business Plan.

B. Dates labelled March reflect the fiscal year end of March 31.



ki SaskPower

Powering the future®

2018 RATE APPLICATION
SRRP INTERROGATORIES

SRRP Q38 Reference: Business Plan (Tab 4)
With respect to the Key Indicators and Assumptions table in the July 2017 Business Plan
(tab 4) please explain:
i. How does SaskPower determine the dividend amount forecast in 2019 through
2023?

Response:

i. The dividend amount is based on 10% of SaskPower’s annual net income, as
recommended by the Crown Investments Corporation of Saskatchewan.
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SRRP Q39 Reference: Fuel and Purchased Power (F&PP)

Please describe how SaskPower prepares its forecast fuel and purchase power costs.
Please explain which types of fuel or generation are assumed to be resourced first
and then how subsequent resources are forecast to meet the total forecast
generation requirements.

Response:

SaskPower prepares its forecast fuel and purchased power costs using an hourly unit
dispatch model. The major inputs to the model are the provincial load forecast, the unit
maintenance forecast, the unit forced outage rate forecast, the natural gas price
forecast, the market price forecast, the hydro and wind generation forecast, and
import/export contracts.

In each hour the units to be dispatched are determined as follows:

1) The projected must-run hydro generation (generation from run-of-river plants or for
environmentally required flow), the projected wind generation, the must-run (take or
pay) portion of PPA-contracted generation, contracted imports, and the minimum
generation points of SaskPower baseload units are summed as SaskPower’s
cumulative must-run generation for the hour.

2) The difference between the hour’s projected load and SaskPower’s cumulative must-
run generation is the load required to be served by dispatchable generation. The
order of unit dispatch is: dispatchable hydro generation, dispatchable coal
generation, and dispatchable gas generation.

3) The remaining available units are dispatched in order from the least incremental cost
unit available through to the unit required to serve the generation requirement at the
load center.

4) The incremental cost of the last unit dispatched to meet the forecast load (the
marginal cost unit) is compared to the projected spot import costs from SaskPower’s
neighbouring jurisdictions for the hour. If the import costs are less than the marginal
cost, and if there is tie line availability, then spot imports will replace dispatchable
generation up to the corresponding import transfer capability. This creates a new
marginal cost.

5) The new marginal cost is then compared to the projected spot export prices from
SaskPower’s neighbouring jurisdictions for the hour. If the export prices are greater
than the marginal cost, and if there is tie line availability, then generation is
committed to facilitate the spot export. This results in a final System Marginal Cost for
the hour.

The unit dispatch model subsequently sums each unit’s generation on a monthly basis.
The product of the summed energy and the unit’s monthly expected fuel cost per MWh
results in the unit’s fuel cost for the month. The monthly costs are finally summed annually.
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SRRP Q40 Reference: Fuel and Purchased Power (F&PP)

Please confirm if the volumes in the table on page 33 of the application are
measured at each generation source or at some common delivery point on
SaskPower’s system.

Response:

The volumes indicated in the table on page 33 of the application are measured at each
generation source.
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SRRP Q41 Reference: Fuel and Purchased Power (F&PP)

For each of the last ten actual years, please provide a schedule that compares
actuals and the forecasts from the previous business plan (i.e., the last business plan
prepared prior to the start of the fiscal year) that shows:

A) Forecast and actual fuel and purchased power expense by generation type.

B) Forecast and actual fuel and purchased power volumes (in GWh) by generation

type.
C) Forecast and actual average unit costs ($/MWh) by generation type.

Response:

Please refer to the following tables.
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ki SaskPower

Powering the future®

2018 RATE APPLICATION
SRRP INTERROGATORIES

SRRP Q42 Reference: Fuel and Purchased Power (F&PP)

A) Please identify any actual or forecast energy volumes subject to “Take or Pay”
(TOP) obligations under the PPAs (in total) for each of the three most recent
actual years and forecasts for 2017/18 and 2018/19.

B) Please discuss whether SPC has been required to pay for unused energy because
of Take or Pay provisions and indicate whether any such costs are forecast to be
incurred in 2017/18 or 2018/19.

Response:

a) Table Q42a

Year Take or Pay Energy (MWh)
2014 107,000
2015 186,000
Jan — Mar 2016 83,000
2016/17 350,000
2017/18 353,000
2018/19 376,000

b) No costs related to Take or Pay provisions were incurred in fiscal year 2016/17 and no
costs are forecast to be incurred in 2017/18 or 2018/19.
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SRRP Q43 Reference: Fuel and Purchased Power (F&PP)
Please discuss the reasons for the variance in unit costs for Gas, Coal, Wind, Hydro,
Imports and Other for 2015/16 and 2016/17 and forecasts for 2017/18 and 2018/19.

Response:
Coal unit costs ($/MWh) increase based on contractual inflationary mechanisms.

Hydro unit costs ($/MWh) increase in accordance with the Water Power Rental
Regulations.

Gas unit costs ($/MWh) change with:

¢ The movement of the commodity price.

e The timing and volume of gas-based generation requirements.

e The impact of transacted hedges.

¢ The impact of acquiring increasing amounts of firm gas transmission capacity/related
services to supply an expanding natural gas generation fleet.

Wind and Other unit costs ($/MWh) change with the weighted change in contracted
capacity and contracted price.

Import unit costs ($/MWh) change based on market prices and the timing and volume of
imported electrical energy.
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SRRP Q44 Reference: Fuel and Purchased Power (F&PP)

To the extent possible without requiring the disclosure of confidential information,
please provide the average power price for generation owned by SPC and
separately the average purchase price for PPAs by fuel type and explain any
differences in unit costs.

Response:

Table 1 outlines the unit costs for each applicable fuel type for Independent Power
Producers (IPP) and SaskPower.

The fuel cost for gas-fired generation owned by IPPs is lower than SaskPower’s gas-fired
fleet because two of the major IPP units are fuel efficient cogeneration facilities and two
other IPP units use a relatively new technology, which is more efficient than the older
units in SaskPower’s fleet.

The fuel cost for IPP wind is higher than SaskPower’s wind because the IPP price includes
capital recovery and O&M costs, whereas SaskPower’s price only reflects fuel.

IPPs do not operate any coal or hydro facilities. SaskPower does not own any facilities
that we import from nor do we import power from any IPPs.

The IPP “Other” category includes green technologies, such as heat recovery, flare gas,
and landfill gas-fired generation. SaskPower does not have any comparable facilities.

Table 1
Hydro Coal Gas Wind Imports Other
($/MWh) ($/MWh) ($/MWh) ($/MWh) ($/MWh) ($/MWh)
SaskPower $6 $27 $35 $0 N/A N/A
IPP N/A N/A $30 $102 N/A $93
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SRRP Q45 Reference: Fuel and Purchased Power (F&PP)

Please discuss how SaskPower chooses when to enter into purchase power
agreements versus constructing its own generation resources? What factors does
SaskPower consider and how does SaskPower ensure purchase power agreements
represent the best value for customers.

Response:

The decision to enter into a Power Purchase Agreement (PPA) versus constructing our
own generating resources is driven by economics and access to the fuel source.

SaskPower may choose to enter into a PPA when the Corporation identifies an
opportunity for an economic source of generation but our company does not have
control of the site or the fuel.

Examples of such scenarios would be hydro generation, flare gas generation, landfill gas
generation, biomass generation, heat recovery generation, cogeneration, and wind
generation in cases where the Independent Power Producers have already secured the
land rights to the preferred sites.

When there is flexibility in the site and access to fuel can be managed (for example,
natural gas delivery may be arranged to any location), SaskPower will review the
economics of self-generating versus entering into a PPA. In 2016, SaskPower completed a
RFP for a combined cycle facility and compared the proposals received to the cost of
SaskPower completing the project. Crown Investments Corporation of Saskatchewan
determined that the best value for customers was achieved by having SaskPower
construct the project. This project, referred to as the Chinook Power Station, is currently
under construction near Swift Current.
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2018 RATE APPLICATION
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SRRP Q46 Reference: Fuel and Purchased Power (F&PP)
Please provide the calculations that support the fuel and purchased power variances
in the figure on page 34 of the application.

Response:

SaskPower breaks out the fuel expense variance into three categories: Volume variance,
mix variance and price variance. The calculations are as follows:

Volume variance =
(Actual generation X budgeted price) - (Budgeted generation X budgeted price)

Mix variance =
(Actual generation X standard price) — (Actual generation X budgeted price)

Price variance =
(Actual generation X actual price) — (Actual generation X standard price)

* “Standard price” is the budgeted price weighted by the actual fuel mix.
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2018 RATE APPLICATION
SRRP INTERROGATORIES

SRRP Q47 Reference: Natural Gas

Please describe SaskPower’s natural gas procurement processes including details on
any firm contracted transmission and/or storage volumes for the three most recent
actual years and forecasts for 2017/18 and 2018/19.

Response:

SaskPower secures natural gas for the short- to long-term to meet gas-fired generation
and storage requirements. The term of the purchases ranges from daily to transactions
ten years in the future under the long-term hedging program.

SaskPower contracts enough market access and storage to ensure it can meet the
supply of natural gas during an abnormally low hydro year, which is a 1 in 50 low flow
year. In addition, SaskPower has to contract enough market access and storage to
ensure that all of the natural gas-fired facilities can reach full load during on-peak hours.

The market access for all transmission and storage service is contracted with TransGas
Ltd. In 2017, SaskPower has 155,000 GJ/day of firm receipt border service to transport gas
from Alberta into Saskatchewan; 227,900 GJ/day of firm delivery service to transport gas
in Saskatchewan to the gas generation facilities; 150,000 GJ/day of firm storage
withdrawal capability; and 6 million GJ of firm storage capacity.

The following table outlines the 2014 — 2020 fiscal periods for service:

Summary of Transmission & Storage Service
Period Receipt [Delivery| Storage Withdrawal | Storage Capacity
GJ/Day | GJ/Day GJ/Day GJ

2014| 120,000 [ 185,900 150,000 6,000,000

2015| 145,000 [ 227,900 150,000 6,000,000
Jan-Mar 2016 170,000 [ 227,900 150,000 6,000,000
Fiscal 2016/17| 170,000 [ 227,900 150,000 6,000,000
Fiscal 2017/18| 155,000 [ 227,900 150,000 6,000,000
Fiscal 2018/19| 155,000 | 227,900 150,000 6,000,000
Fiscal 2019/20| 205,000 | 277,900 150,000 6,000,000

Please note that service is as of the last day of the period.

As SaskPower has added gas generation, incremental receipt and delivery service has
been contracted. This includes the Chinook Power Station, scheduled for commissioning
in 2019.
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SaskPower is also in the queue for:

1. Incremental firm storage withdrawal service; and
2. Incremental firm receipt border service at Empress.

SaskPower continually rebalances the transmission and storage service portfolio as the
supply plans evolve and as the operating requirements unfold.

SaskPower’s amount of contracted service is limited based on TransGas’ availability of
service.
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SRRP Q48:

Reference: Natural Gas

Please describe any changes to SaskPower’s or NorthPoint's procedures, Risk
Management Policy and/or Risk Management Manual related to procurement and
pricing of Natural Gas supplies, including Storage and hedging since the last
application.

Response:

Since the last application, there has been an update to the Long-Term Natural Gas
Exposure Management Policy.

The Long-Term Natural Gas Exposure Management Policy was updated in December
2016. The three objectives of the policy (security of supply, market access and price
management) remain unchanged. The policy continues to consist of a passive
(mechanistic) portion and a discretionary (optional) portion.

The change to the program was intended to provide the most up-do-date forecasted
natural gas volumes, which are used in the hedge schedule. The hedge schedule is now
based on the most recent iteration of the Business Plan, (which may be preliminary
Business Plan values), rather than the most recent Board-approved Business Plan. All
other guidelines and targets remain the same as the 2015 approval of the Policy.

A full update of the Risk Management Manual, which has been effective since June
18, 2012, is currently in progress.

Additionally, SaskPower has adopted International Financial Reporting Standards (IFRS 9)
Financial Instruments effective April 1, 2017 and has elected to apply hedge accounting
to the eligible portion of its natural gas financial hedges to reduce the impact of any
movements in the forward price of natural gas on the Corporation’s net income.
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SRRP Q49 Reference: Natural Gas

Please provide a table showing natural gas purchases within Saskatchewan and
outside Saskatchewan including total volumes; average unit costs; and total natural
gas expense for each of the three most recent actual years and forecasts for 2017/18
and 2018/19.

Response:

As Saskatchewan supply continues to decline, SaskPower and other Saskatchewan end
users have become dependent on Alberta supply. SaskPower has contracted service to
import gas from Alberta, yet the amount is limited based on TransGas’ availability.

Gas Purchased Outside
Gas Purchased in Saskatchewan Saskatchewan
Volume Volume
(Million Total Cost (Million Total Cost
GJs) (Millions) $/GJ GJs) (Millions) $/GJ

2014 9 40| $ 435 25 108 | $ 431
2015 8 24 1% 2.82 33 1241 $ 3.72
Jan-Mar '16 2 413 1.96 10 311 $ 3.20
2016/17 5 13| $ 2.38 40 136 | $ 3.38
2017/18* 5 10| $ 2.14 35 125 $ 3.58
2018/19* 5 12| $ 2.55 43 154 $ 3.56

* Forecasted volume and cost

Gas purchased in Saskatchewan includes open market gas, which has been favourably
priced as a result of a declining price environment.

Gas purchased outside of Saskatchewan includes open market gas in addition to gas
purchased as part of the long-term hedging program.
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SRRP Q50 Reference:

Natural Gas
Please provide a schedule showing actual natural gas hedged volumes for the ten
most recent actual years and currently hedged volumes for 2017/18 and 2018/19.
Please summarize the types of financial instruments used each year and indicate the
overall annual cost of hedged volumes in aggregate and on a unit basis.

Response:

Under the long-term hedge program, SaskPower undertakes physical and financial
transactions to stabilize a portion of the projected gas costs. The physical transactions
are fixed price purchases and the financial transactions are fixed price swaps with some

collars in the years 2007-20009.

2007
2008
2009
2010
2011
2012
2013
2014
2015
Jan-Mar '16
2016/17
2017/18
2018/19

Notional
Value
GJ (Millions)| (Millions) $/GJ
10| $ 89| % 9.05
15(%$ 112 | $ 7.34
16| $ 140 | $ 8.60
19| % 121 ( $ 6.27
21| $ 137 | $ 6.46
25| % 148 [ $ 5.85
3B|$ 147 | $ 4.17
379 160 | $ 4.28
40 | $ 163 | $ 4.05
13| % 49 [ $ 3.69
52 [ $ 195 | ¢ 3.73
46 | $ 182 | $ 3.93
40 [ $ 167 | $ 4.21
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SRRP Q51 Reference: Natural Gas

Please provide an estimate of the impact of SaskPower’s hedging activities on natural
gas costs for each of the ten most recent actual years. Please also provide a
discussion on the net cost or benefit to ratepayers of the hedging program over the
past ten years.

Response:
2007 2008 2009 2010 2011
Gas Portfolio Variance
from Budget ($millions) 13 (59) (96) (42) (22)
Variance from Market 18 9) 76 45 61
Market Price ($/GJ) 6.10 7.73 3.76 3.79 3.44
WACOG ($/GJ) 5.87 7.09 4.04 4.17 4.02
Volatility Reduction 79% 28% 89% 85% 28%
Percentage
2012 2013 2014 2015 2016
Gas Portfolio Variance
from Budget ($millions) (42) ) 50 36 22
Variance from Market 90 40 2 58 92
Market Price ($/GJ) 2.27 3.01 4.24 2.56 2.06
WACOG ($/GJ) 3.62 3.70 3.80 3.12 3.46
Volatility Reduction 84% 88% 20% 86% 88%
Percentage

Table Notes:

- Gas portfolio variance from budget year contains actual values, including all
hedge transactions, physical purchases, transportation & storage costs. A
negative value indicates net savings compared to budget, with a positive value
as higher value than budgeted.

- Variance from market includes the settlement from financial transactions and the
difference between the notional value and market value of physical hedge
transactions. A negative value indicates the amount received by SaskPower. A
positive value indicates the amount paid out by SaskPower.

- Market price is the average AECO spot market price.

- WACOG is the year end weighted average cost of physical gas.

- Volatility reduction is the percent change between spot price volatility and
SaskPower’s cost of gas volatility.

- SaskPower’s gas variance from budget is influenced by deviations in the
combinations of expected hydro, gas generation variance and overall system
generation changes. Each year is unique.
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At times, there is an incremental cost for certainty of supply and price, which leads to the
stability of the fuel budget. When long-term transactions are layered into the gas
portfolio in a declining market price environment, then SaskPower pays an incremental
cost of the mark-to-market settlement value. However, the net effect typically results in
lower than budgeted gas portfolio costs. Alternatively, in a rising market price
environment, SaskPower receives funds on the mark-to-market settlement value;
however, the net effect typically results in higher than budgeted gas portfolio costs.
There has been significant gas generation growth at SaskPower over the years. With
projections for over 50% growth in the next 20 years, the impact on net income and rates
continues to be significant.

530 a0
As compared to 1993,
Price level is 7% 4 [
Volume is 1209%

$25

70

520 ——— 60

- 50

w
iy
0]

I

- 40

Price ($/G))

(suoljii) sro

—+—— L 30

w
-
=}

i

20

s0 o}
P o P o o Bl B P P O S P TIPS P B R PPt T
PCHRG SN N N N PN g ETe Sl gl g '15’ifg 'L“du ST AR AT AR AR 4R 40T qRY 40T AR A0

Annual Consumption ——— AECO C Daily Spot Index —— Expon. [Annual Consumption)

Even though there have been incremental settlement costs for hedge gas transactions
over the past few years due to transaction timing and structural market changes,
SaskPower has greatly benefitted from a diversified generation portfolio. Over the past
10 years, the net effect has resulted in lower than budgeted gas fuel expenses for
SaskPower and Power Purchase Agreement generation. The total net savings to budget,
including hedge activities from 2007 to 2016, is estimated to be close to $150 million, with
an average volatility reduction of 82% per year.
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The Long-Term Natural Gas Exposure Management Policy objectives include:

1. Security of supply: Securing a portion of the natural gas supply allows for
operational flexibility while stabilizing a portion of the fuel & purchased power
budget. It ensures a long-term focus is given to natural gas requirements by
aligning with and executing the long-term supply plan.

2. Market access: Entails proactively securing and managing market access by
acquiring transportation service from gas markets to the gas-fired facilities. Since
Saskatchewan is a small natural gas market in terms of users and production,
SaskPower relies on Alberta production for supply. With the recent gas
generation growth, SaskPower has become the Province’s largest natural gas
consumer.

3. Price management: Managing natural gas prices using physical and financial
tools to stabilize a portion of business plan fuel costs, directly impacting net
income and any rate change considerations.

SaskPower’s long-term hedging program is in place to stabilize the natural gas market
price impact on the fuel budget. It protects against fuel spikes and resulting rate
increase spikes for external unforeseen market events. Feedback from SaskPower’s key
and major customers indicates that electricity rates are a concern, with stability
preferred over fluctuations. The ability to smooth the fuel budget volatility leads to
stabilizing the fuel impact on SaskPower’s net income and thereby, customer rates.
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SRRP Q52 Reference: Natural Gas
A) Please provide a schedule that shows SaskPower’s natural gas fuel efficiency ratio

(i.e. the kW.h generated per unit of natural gas) for each of the three most recent
actual years and forecasts for 2017/18 and 2018/19. Please comment on any
material variances between years.

B) Please describe how SaskPower prepares its forecasts of natural gas fuel
efficiencies.
Response:
A)
SaskPower Natural Gas Fuel
Efficiency Ratio (KWh/GJ)

2015 102

2015/16 103

2016/17 103

2017/18 116

2018/19 111

B)

In historic years, the fuel efficiency ratio was impacted by operating conditions
that required gas units to run for short periods of time at lower optimal efficiency
in order to meet system requirements. The forecasted years contain a higher
percentage of dispatches at optimal efficiency points.

SaskPower natural gas unit efficiencies are periodically tested; where applicable,
new efficiency equations are developed and updated within the fuel hourly
dispatch model. Recent natural gas fleet addition fuel efficiencies are based on
