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--- On commencing at  SEQ CHAPTER \h \r 19:10 a.m.


MS. CAMPBELL:  Good morning.  The technical conference -- am I off?  Sorry, I should know better.  I'm on now.


Good morning.  This is the technical conference in the OPG fees case, which is EB-2007-0905.  Today the panels that will be put forward are by OPG only.  No other witnesses have been provided for questioning, as there has been no request to have them questioned.


The manner in which we are going to proceed is initially to have questions, written questions, that were provided by various intervenors and Board Staff, put to the OPG panels.


At the commencement of the technical conference or immediately prior to its commencement, counsel for OPG provided a bundle of papers, 28 pages in number.  And they are an amalgamation or a gathering together of various questions that were posed by Board Staff and other parties.


Rather than take the time to read the questions on to the record, which is very time-consuming and at times  difficult, given the fact that some of the material is in chart form, it is proposed that what we will do is, we will make reference to the question sufficient to identify it on the record, and then the court reporter will put the entire question in immediately following the conference.


In order to do that, for those who did provide written questions, you are asked to provide them in Word document form, which should be forwarded to the following address, e-mail address, oeb@asapreportingservices.com.  That's all lower case, oeb@asapreportingservices.com.


And if there are no questions, perhaps we could start.


Mr. Penny?


MR. PENNY:  Sure.  Isn't it customary to do appearances?


MS. CAMPBELL:  Yes, it would be a nice idea.

Appearances:


MR. PENNY:  All right.  So my name is Michael Penny.  I'm here as counsel for OPG.  With me are Andrew Barrett and Barb Reuber, with the regulatory affairs department, and Josie Erzetic, with the OPG legal department.


MS. CAMPBELL:  Donna Campbell, on for Board Staff, with Richard Battista, Chris Cincar, and Rusty Chute.  Oh, and Russ Houldin, sorry, around the corner.  Didn't see you, Russ.


MR. WIGHTMAN:  James Wightman, on behalf of VECC.


MR. DeVELLIS:  Good morning.  John DeVellis for the School Energy Coalition.


MR. ANDERSON:  Colin Anderson, Ontario Power Generation.


MR. BILANIUK:  Michael Bilaniuk, on behalf of Ontario Power Generation.


MR. BERTOLOTTI:  Alfredo Bertolotti, on behalf of Power Workers' Union.


MR. MacINTOSH:  David MacIntosh, Energy Probe.


MR. THOMPSON:  Peter Thompson, for Canadian Manufacturers & Exporters, and Mark Rodger, representing AMPCO, also asked me to pose a few questions.  I see he's on the line now, so he can perhaps let me know how he wants to proceed.


MR. RODGER:  Yes, Peter, I'm not going to be able to stay for the entire morning, so you should just carry on.  I'll listen to what I can.


MR. FAYE:  And he'll submit the written critique of your performance later.


MR. THOMPSON:  Thank you.


MR. RODGER:  Thank you.


MR. PENNY:  All right.  So what we have done with the bundle, as we were discussing briefly before we started, was, we put together all of the pre-filed questions, if you will, and what we've done is noted beside them where they fall into three or four broad categories.  And what we're going to do is deal with them on a subject-matter basis.


So sitting before me -- I'll introduce the panel in a second -- are the Hydro people, and so we're going walk through just page -- question by question the answers to the written questions on Hydro.  Then we'll move to Nuclear.  Then we'll move to Corporate.


There was a request very late in the day from Mr. Thompson with respect to nuclear waste management, which was raised for the first time yesterday afternoon.  We have, even though it was on short notice, I think been able to make arrangements for someone to come later in the day, perhaps mid- to late afternoon, to speak to that.  If we'd, of course, been given better notice, we would have been able to have them here.  But I think it will work out in any event, so that we should be able to get to that later today.


And as I also indicated briefly before we actually began, it would be our intention to answer the questions seriatim.  If those who asked those questions have additional follow-up, we'll ask for them to so state, and ask their follow-up, move on to the next question.  At the end of each panel we'll ask whether there's any additional questions of that panel and deal with those, and then that panel will move off, we'll bring up the next, and proceed that way.


So with that, let me briefly introduce the three Hydro witnesses we have with us today.  Starting farthest way from me, on the left side of the panel, is Mario Mazza, who is the director of business support and regulatory affairs for the Hydro business unit.  Beside him is Joan Fraine, who is the manager for water policy and planning with the water resources division.  And sitting closest to me is Ken Lacivita, who is the director of trading and origination with the energy markets group at OPG.
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Examination-in-Chief by Mr. Penny:


MR. PENNY:  So let's turn then to page 2, I guess, of the bundle of questions.  So this is Board Staff question number 1 that deals with LT1, Schedule 3, and revenue from the Hydro incentive mechanism.

MR. PENNY:  Mr. Lacivita, you have an answer for that question.


MR. LACIVITA:  Yes.  In our Exhibit I1-1-1, page 15, lines 19 to 20, we stated that the mean value of the hydro-electric incentive mechanism for the proposed test period is expected to be in the order of $12-million.


Now, this is significantly less than the 169-million revenues that was earned from the existing incentive mechanism during 2006.  And we have provided that information in one of the interrogatories, L-186, part A.


The best way to answer this question is actually to direct you to one of our other interrogatories.  If I can do so, L1-9, the graph on page 4, which shows the average hourly production levels.


As we can see from this graph, for 2000 --


MS. CAMPBELL:  Hang on for a second, sir.  I'd just like to access the graph.


MR. LACIVITA:  Oh, sure.


MS. CAMPBELL:  The material.


Sorry, that's L1-9 (sic)?


MR. LACIVITA:  Yes, 90.


MS. CAMPBELL:  90?


MR. LACIVITA:  Yes, L1-90.


MS. CAMPBELL:  All right.  Thank you.  So L1 --


MR. LACIVITA:  Dash, 90 --


MS. CAMPBELL:  Schedule 90.  There are --


--- Reporter appeals.


MS. CAMPBELL:  There are several graphs in tab 1, Schedule 90.  Which one are you on?


MR. LACIVITA:  Yes.  Page 4.


MS. CAMPBELL:  Page 4.  Thank you.


MR. LACIVITA:  Yes.  The graph which shows the historical regulated hydroelectric generation.


As we can see from this graph -- over the past 20 years.


As we can see from this graph, this level is significantly higher than the 1,900 that exists in the current mechanism.  particularly -- for the 2006 period that was asked, we could see that if we look at the horizontal line, that represents the annual average for those years.  So it is -- for 2006, it's above 2,000 megawatts.  And for the level above 1,900 megawatts, OPG receives HOEP for those payments.


--- Reporter appeals.


MR. LACIVITA:  HOEP.  Now --


MS. CAMPBELL:  Can you raise your voice a little also, please?


MR. LACIVITA:  Sure.


MS. CAMPBELL:  Thank you.


MR. LACIVITA:  Now, the proposed incentive mechanism in effect replaces this 1900-megawatt level with the after-the-fact average.  So that is why the proposed mechanism will have significantly lower revenues than the current one.


MS. CAMPBELL:  Thank you.


MR. PENNY:  All right.  I take it the next hydroelectric question is at page 5 of the bundle, question 5.4, dealing with Exhibit L1-60 that deals with the global adjustment.


MR. LACIVITA:  The answer to that question is no.  


Furthermore, OPG is not requesting the recovery of the global adjustment for the interim period.


MS. CAMPBELL:  Thank you.


MR. PENNY:  Was that part A, Mr. Lacivita?


MR. LACIVITA:  Yes.  Yes.


part B, again the answer is no.  OPG does not propose to update the forecast of the global adjustment based on the actual regulated payment amount approved by the Board.  OPG took a conservative approach for the test period as it was based on historical information.


And that really leads us to part C of the question, and the forecasted global adjustment rate was based on a linear regression of the actual monthly HOEP.


MS. CAMPBELL:  Excuse me, sir.  Did you say linear regression?


MR. LACIVITA:  Yes.


MS. CAMPBELL:  Thank you.


MR. LACIVITA:  So the information that's being requested in part C, OPG is unable to provide this type of forecast, as we did not perform it.


The details of how we perform the linear regression is included in I1-1-1, page 15, chart 1.  And there's also additional information provided in an interrogatory L1-91.


MR. PENNY:  Then I think if we move ahead to page 8, that has the next series of questions on the hydroelectric.


MS. CAMPBELL:  Excuse me.  Before we move to that --


MR. PENNY:  Yes.


MS. CAMPBELL:  I think Mr. Cincar has a question.  Hang on.  Let me make sure you're on.


MR. CINCAR:  So to clarify, the assumption is that virtually everything in the market will stay the same as the previous years, including OPG's payment amounts, which affect the global adjustment?


MR. LACIVITA:  Well, what we did was we used the historical values based on OPG's forecasted HOEP, and that was consistent with the OPG business plan for the 2008-10 period.  And we used that information to develop a forecasted global adjustment rate.


So that's what we used.  We recognize that this will change in the future, but that's what we used.


Barb, do you have anything you would like to add on that, seeing as you did a lot of work on it?


MS. REUBER:  Yes.  So to Chris' specific question, we didn't assume any increase in conservation spending, any changes with respect to specific OPA contracts.  We didn't break down the components and do any forecasting on those components.  We simply used a regressional relationship of HOEP in the adjustment from the period from January '05 up until -- I'm not sure when it ended; I think it would have been the end of 2007 -- and used that spread, if you will, then applied it for the forecast of HOEP that we had in the test period.


MR. CINCAR:  One last clarifying question.  What drives it up higher than it has been in the past, if everything sort of remained constant?


MS. REUBER:  Higher than it has been in the past in terms of OPG's forecast?


MR. CINCAR:  Yes, it looks like the incremental 13 million.


MS. REUBER:  Yes, because OPG did not include the global adjustment in the historical years, so the value that shows for 2005, 2006, and 2007, those are IESO non-energy charges not including the global adjustment.


The other change that you would see in the test period compared to the historic period relates to our change in the forecast of HOEP, and I'm not sure of the specifics of the forecast -- and Mr. Lacivita could perhaps help me here -- but to the extent that HOEP was forecast to be lower in 2008 than perhaps in 2006, which was a higher-priced year, you would anticipate a greater global adjustment because the spread between the market price and the prices that resulted from the OPA contract, et cetera, et cetera, would be greater.


So the global adjustment itself would be greater.


MR. CINCAR:  Yes, I believe to get there based on the status quo, the HOEP would need to be down around 40 to 41 dollars per megawatt-hour.


MS. REUBER:  And, Ken, can you comment on our average price forecast?


MR. LACIVITA:  I don't have the average price right now.


MS. REUBER:  Average price right now.  But I think -- I don't know what the specific value of the average price is for the test period.


MR. CINCAR:  Will you be able to provide that much in terms of specifics, what the forecast HOEP is that this is based on?


MS. REUBER:  Yes.  Sure.


MR. PENNY:  Yes.


MS. CAMPBELL:  So we're going to have an undertaking.


MR. PENNY:  So, as I understand it, is to provide the HOEP that the OPG forecast was based on.  Sorry -- the forecast global adjustment was based on.


MS. REUBER:  Perhaps I can short-circuit that, because I've just found a piece of information I have with me that shows an average HOEP for 2008 of $40.16, and for 2009 of $40.54.


MR. PENNY:  Great.  That's the answer.  Scratch one undertaking.


All right.  So then we were going to page 8, I guess. Under the heading issue 4.1, "Production Forecasts" there's a question about follow-up to Board Staff interrogatory 24.


MS. CAMPBELL:  So that's 4.1, first question under 4.1?


MR. PENNY:  Yes.


MS. CAMPBELL:  IR 24?


MR. PENNY:  Yes, that one actually says "corporate".


MS. CAMPBELL:  That says "corporate"?


MR. PENNY:  But when we looked at the question, it seemed more appropriately dealt with by this Panel, so...


MS. CAMPBELL:  Thank you.


MS. FRAINE:  Both sets of numbers are correct.  The De Cew production was excluded from the totals presented in table 3, in J1, tab 1, schedule 1; that's because production variances in De Cew were omitted from the water condition sub-accounts, as they're not attributable to natural flow conditions.  Also, the interim variance account commenced in April 2005, so that's not a full year, whereas the results presented in the IR referred to the full year for the -- it includes the De Cew numbers.


MS. CAMPBELL:  Was that term "Q"?


MR. PENNY:  That's De Cew, two words, cap D, cap C.
MS. CAMPBELL:  Thank you.


MR. PENNY:  So that was part A?


MS. FRAINE:  That was part A.  For part B, the actual production results are not used in determining production variances for the water variance sub-account, since the actual results are dependent on other non-water related factors, such as unit availability, operational strategies, market conditions, and system requirements.


The basis for determining production variances for the water conditions variance sub-account is described in Exhibit J1-T1-S1, subsection 3.1.1.  And the filed evidence in J1-T1-S1, table 3, for the water conditions variance sub-account, is correct.  The actual production results presented in the table accompanying the response in IR 24 are not relevant to the water conditions variance sub-account.


MR. LACIVITA:  That explains it.


MS. CAMPBELL:  Thank you.


MR. PENNY:  All right.  And moving to question 2, which deals with Interrogatory -- Board Staff Interrogatory 21.


MS. FRAINE:  The budget and actual production numbers presented in the table accompanying the response to IR 21 are consistent with those presented in the filed evidence.  And that's E1-T1, Schedule 1, Table 1.


In the filed evidence, the Niagara plant group production numbers are included -- included the total of the Niagara plant's De Cew, whereas in IR number 21 table, the Niagara production numbers consist only of the total Niagara stations on the river themselves, so the Beck 1, Beck 2, and the PGS.  They do not include De Cew production.


MR. CHUTE:  And what is the basis that De Cew is out?  It's not relevant for the sub-account calculations?  I heard that --


MS. FRAINE:  Yes.


MR. CHUTE:  -- earlier.  And that's because of...?


MS. FRAINE:  It is not subject to a natural flow variation, because the water comes via the Welland Canal, as opposed to being a natural river system


MR. CHUTE:  I see.  So that's under OPG's control?


MS. FRAINE:  The St. Lawrence Seaway Management Corporation provides conveyance of the water through their system.


MR. CHUTE:  Okay.  So it's not directly under OPG's control.  Someone else has control over that flow to De Cew.  Okay.  Thank you.


MR. RODGER:  Rusty, sorry to interrupt.  I didn't hear the last sentence you said, last part of your question?


MR. CHUTE:  Mark, it was just clarifying that some other entity has control over the water flows through the Welland Canal that go to De Cew, and it's not OPG.


MR. RODGER:  Thank you.


MR. PENNY:  I think that answered both A and B, if I understood you correctly, so let's move to question number -- over the page, page 9, under Issue 6.1, the question that is labelled "re IR No. 6 to Board Staff 67".  That's about the SMO.


MR. LACIVITA:  We do state in the evidence, G1-1-1, page 6, line 22, that export activity is defined as including SMO.  There is a technical difference.  SMO is the physical connection of a generating unit from a specific facility on to a neighbouring control area, whereas the IESO inter-tie export transactions are purchased from a common pool of supply that includes both imports and generation within the IESO administered market.


SMO transactions are available to Ontario customers at all times, as the energy is recallable by the IESO for Ontario system need.


MR. PENNY:  So that's A.  Want to proceed with B?


MR. CHUTE:  No, I don't have a question on that.  I just want to hear the rest.


MR. LACIVITA:  We've touched on this one in a previous interrogatory, 99, where we say that -- we highlight the SMO transactions are difficult to forecast, as they are a response to hourly price signals, and therefore they were not used to offset the revenue requirement.  SMO transactions are conducted by OPG's non-regulated business, and are subject to costs and risks, and we have, again, described these in the evidence G1-1-1, lines -- page 6, lines 17 to 23.  OPG believes that incentive mechanism is required to carry out this activity.


MR. CHUTE:  And the choice of 50 percent is based on what?  50 percent sharing, other evidence?


MR. LACIVITA:  It's based on a balance between the risks and costs that are incurred.  So that's a balance of doing the transaction, providing incentive to OPG to do it, versus having that incentive be so small that the non-regulated side of the business will focus on other market activities before they engage in these type of transactions.


MR. CHUTE:  And you said that the SMO is recallable by the IESO based on their security concerns or for regulation concerns?


MR. LACIVITA:  Correct.  That's correct.


MR. CHUTE:  So it's not entirely up to OPG, is it?


MR. LACIVITA:  That is correct.


MR. PENNY:  Shall we move to the next one then.  It's under Issue 9.3, forecast variance account revenues, the question labelled "re:  Board Staff Interrogatory 99".  This has to do with forecasting of export sales.


MR. LACIVITA:  The exporting of power, as I mentioned earlier, is an unregulated activity, and it's not associated with a specific generator, but from purchase from the IESO controlled market.  So export revenues are not associated with the regulated assets.


MR. CHUTE:  Yes?  We grant that, but the second part of this question -- well, the first part, 1, is, if we could get an answer to that, we could see if this is materially relevant at all to pursue this any further.


So if we had some idea of what the gross revenues are from export that OPG acquires on a yearly basis from their unregulated activity, that would help us to decide whether this is something that should be further asked.


MR. PENNY:  Well, I guess we look at it, if -- you're putting the cart before the horse on that one, that whether it's a dollar or a million dollars doesn't make any difference.  It's unregulated, and therefore is not part of the filing and not part of the necessary inquiry for this case.  That's our view of it.


MR. CHUTE:  Well, then we just go to the analogy of costs and revenues that's part of this question as well, part B, whereas there are some costs that are not easily attributable to the regulated activities, yet they are apportioned on a proportionality basis.  I see the revenues as analogous to cost.


MR. PENNY:  Well, I mean, I think we're into argument at this point.  And as we've indicated on the page, if there are specific factual follow-up questions on this, on the terms of your allocation issues, that's better dealt with by the corporate panel, who will be coming up later.


MR. CHUTE:  Okay.


MR. PENNY:  So let's move on then to page 13, I think.  So starting -- I guess it starts at page 12, over the page to 13.  It's a question that relates to -- oh, sorry.  That one changed to corporate.  We're going to deal with that one later in the day.  My apologies then.


Then that would bring us, I think, to page 21.  And this is -- I just wanted to ask for some clarification here before we do anything further.  This relates to -- it's a School Energy Coalition interrogatory, number 81, relating to L14-81.


MR. PENNY:  And I guess the question really relates to what the proposal is, and I guess I'm focusing on the second part of the question, which is, what exactly is the proposal.  And the difficulty we have is that we've described the proposal, G1, tab 1, Schedule 1, pages 7 and 8, Exhibit L1-99, so I think before we can go any further, we need to know from the School Energy Coalition what it is exactly that they want to know or what it is they don't understand, because otherwise we'll just be repeating what's in the evidence. So I'll punt it over to you, John.


MR. DE VELLIS:  I wanted to answer the other questions and I'll --


MR. PENNY:  Well, they're all the same, though.  I mean all of this, from our perspective, is in the evidence.  So we assumed that you were asking for something further, but we can't tell what it is, so I'm asking you to tell us what it is you either don't understand or what clarification you need.


MR. DE VELLIS:  Well, no, the evidence just says that segregated modes of operation are difficult to forecast, and our first question is why are they difficult to forecast.


MR. PENNY:  Well, that we've already answered today.
MR. DE VELLIS:  Okay.


MR. PENNY:  It's because it's based on opportunities that arise due to the hourly price, which are --


MR. DE VELLIS:  Okay.  That's fine.  Well, let me move on to the next question, and I'll take a look.


MR. PENNY:  Okay.  If you can sort of think what it is you're after, then we can take a stab at it.


So then let's move to part B.  This relates to the actual revenue in 2006.


MS. CAMPBELL:  Could I just do something to clarify the record?  The first series of questions, Mr. De Vellis, under point 18, on page 21, has a B.  I assume that's meant to be an A?


MR. DE VELLIS:  Yes.


MS. CAMPBELL:  Thank you.  Just because, as memories fade over time, someone will forget, so that was referenced to A, 18A on page 21.


We're now moving to 18B on 21.


MR. DE VELLIS:  Yes.


MR. LACIVITA:  A definition of what AGC is included in the evidence.


MS. CAMPBELL:  Excuse me, when you're saying AGC, you're referring to automatic generation control?


MR. LACIVITA:  Correct.


MS. CAMPBELL:  Thank you.


MR. LACIVITA:  And that is included in G1, tab 1, schedule 1, page 4, section 3.


AGC is basically the process that automatically adjusts the output of a facility in order to provide frequency control and to maintain balance between load and output from a generation facility.  It is called upon by the IESO to do that.


MS. CAMPBELL:  So that's the first part of 18B?


MR. LACIVITA:  That's the first part.  Yes.


A new contract was entered into for the May 1, '07, to the April 30, '09 period, and that was via a competitive RFP process with the IESO.


MR. PENNY:  And then I guess over the page to page 22, there's then the -- is it third part or fourth part?


MR. LACIVITA:  The costs associated with the hydroelectric incentive mechanism, those costs are not included in the proposal.


MR. PENNY:  Sorry, I think you're on the wrong page.


MR. LACIVITA:  22-9?


MS. REUBER:  Page 22, at the very top.


MR. LACIVITA:  Oh, the differences.  Okay.  We have to go to the – to the evidence --


MS. CAMPBELL:  And just while you're doing that, am I to assume that the answer that you just finished answered the little question:  "Was it for one term only and why wasn't it renewed?"


MR. LACIVITA:  Correct.


MS. CAMPBELL:  Thank you.  And we're now on to another little question at the top of 22, which is to talk about the different accounting period for 2005, and how this would explain the lower revenues for '07 and '08?


MR. LACIVITA:  That's right.


MS. CAMPBELL:  I believe that's where we are at right now.  


MR. LACIVITA:  Yes.  The lower revenues are due to the IESO purchasing 100 megawatts less of AGC for that period.  And that resulted in about a $12 million less revenue, from year to year.


MS. CAMPBELL:  I believe Mr. Chute has a follow-up question from that answer.


MR. CHUTE:  Right.  Is AGC one of those services that is covered by a variance account in this process?


MR. LACIVITA:  Yes, it is.


MR. CHUTE:  So the 100 megawatt less would be revenue not realized by OPG, which would be part of that variance account balance?


MR. LACIVITA:  Yes, but in this case I think we've -- that was for one year going forward.  You're putting in a budget what we expect to contract, and the difference was going from 150 megawatts down to 100 megawatts.  The delta was 50 megawatts.


MR. CHUTE:  Okay. 


MR. PENNY:  And then let's move to number 19, same page, School Energy Coalition, question follow-up on L-14-83.  


MR. LACIVITA:  Yes.  This is basically an explanation of terminology.  In the evidence, page 1-1-1, page 4, lines 18 -- 8 to 13 -- sorry.  I'm on the wrong --


I'm sorry.  I was at the right spot, the formula.  The explanation of the megawatt average, that is the actual average hourly net production over the month from the station.  And that includes both production in Ontario and the SMO.


The mW(T) is net energy production supplied into the IESO market only.  And again, this is for each 5-minute interval.  This is included in Exhibit I1, schedule 1, pages 12, lines 7-10.


MR. PENNY:  So can you expand on the first part?  I think you were addressing the third component of that.  Why don't you tell us about the first two components?


MR. LACIVITA:  This is the PGS, I guess, baseline -- is that what you were referring to?  Okay.  I mentioned that the costs for the -- there are no costs to the ratepayers for this proposal.


MR. PENNY:  And the part 2, in the economic simulation, it started with the baseline was with none of the pump generation units running, and the question was:  Why did you use that as the baseline?


MR. LACIVITA:  The chart -- okay.  The chart that we used was merely intended to demonstrate the value of the PGS -- that each PGS unit contributes to reducing HOEP.  The baseline for the analysis was not having any PGS units available.  As we explained -- what we also explained in the evidence is that pumping is required for AGC and for controlling the diversion of Niagara River flow.  So there can never be no pumping.  There is some, but it's not for the incentive mechanism.


MR. CHUTE:  Are there any follow-up questions?


MS. REUBER:  I was just going to add one point of clarification with respect to the costs.  So there are no costs in the revenue requirement associated with the proposal.  As we undertake ncremental pumping activity as a result of the incentive mechanism, there are costs associated with that pumping.  And those costs are netted off the revenues to determine the incentive amount.


MR. PENNY:  So they don't come into the cost of service, they're netted off against the revenues in the notional account.


MS. CAMPBELL:  That's helpful, thank you.


MR. PENNY:  And then I think we slip -- well, to see the introduction you need to stay on page 22, but we then go from pages 22 to 23, with question number 20.  Under the heading "production forecast", we have the follow up on School Energy Coalition L-14-84.  It deals with water transactions, with NYPA.



MS. FRAINE:  The water transactions are initially computed in the forecasting application to provide OPG with a rough indication of what might be available for the forecast period of time and to act as a basis for part of the GRC, the gross revenue charge calculation, covering the water transactions.


However, the same value is not included in the production forecast, because it is not energy that is transmitted into Ontario.


In addition, these transactions are very difficult to forecast with accuracy because of the variability of the flow and because they're also subject to the New York Power Authority's decision whether to take them or not.


MR. PENNY:  If there's no follow-up on that, let's move to the last one.


MR. CHUTE:  Just another question.  You say "not energy transmitted into Ontario".  So these are similar to SMO-type transactions, except without the detachment of the unit?  Would the statement that the energy is not available to Ontario consumers, which was used in a previous answer to an IR, would that apply to this as well?


MS. FRAINE:  Yes.  This is water that could not be used for the most part at our facilities.  Therefore, it would be spilled if we're not able to engage in a water transaction with the New York Power Authority.


MR. CHUTE:  Okay.  And there is compensation for that?


MS. FRAINE:  Yes, there is.


MR. CHUTE:  Okay.


MR. DeVELLIS:  I just have a follow-up question.  Can you just explain, what is a water transaction with the New York Power Authority, as opposed to a water transaction using OPG's share of water by NYPA?


MS. FRAINE:  Could you repeat that, please?


MR. DeVELLIS:  Maybe you explained this and I just didn't understand it, but what is the fundamental difference between a water transaction with the NYPA, which I think you say is included in the forecast, production forecast, and a water transaction with respect to the use of OPG's share of water by NYPA?


MS. FRAINE:  They are the same thing.


MR. DeVELLIS:  Okay.


MS. FRAINE:  What we're saying is that the transaction is done in our preliminary forecasting for our own purposes, but because it is not energy into Ontario, it does not go into the production forecasts.


MR. PENNY:  All right.  Then let's turn to item 22, which follows up on L14-91, dealing with the St. Lawrence Seaway Management Corporation lease.


MS. FRAINE:  With respect to our negotiations with the St. Lawrence Seaway Management Corporation for a new lease, we're still discussing a number of options, so I don't have anything firm for the first question.


MR. PENNY:  And with respect to the second part?


MS. FRAINE:  Both parties were interested in changing the calculation method.  The current calculation method does not reflect actual water usage.  It's a very complicated process, and it's difficult to understand, and in addition it's based on an old Fortran computer program that is outdated and very hard to support.


MR. PENNY:  You must have a fossil running that one.  Fortran.  My God.


MS. CAMPBELL:  It makes the Commodore 486 look positively groundbreaking, doesn't it?


And you know how to spell Fortran?  Yes, you remember.  All right.


MR. PENNY:  Unless there is follow-up on that, I think that brings us to the end of the pre-filed questions.  So I guess the basket clause is whether there is any questions that relate to the hydroelectric sphere that anyone has while these people are here, given that we brought the people we brought, because they would be responsive to the questions we were asked.  But if there is anything else on hydroelectric, I think now is the time to pose it.


MR. CINCAR:  I just have one question going back to the initial -- the first -- going back to the first question, the very first one on the incentive mechanism.


MR. PENNY:  The very first one?  Yes.


MR. CINCAR:  And I just wanted to first confirm that the HOEP you've assumed for the global adjustment in the other case is the same HOEP that would have been assumed for the incentive mechanism revenues?


MS. REUBER:  I can't confirm that, actually.  It was a business plan value used, and I expect it would have been the same, but I think at the break we can confirm that and come back to that.


MR. CINCAR:  Okay.  Thank you.


MR. PENNY:  Yes, why don't we leave it at the default that it was the same, but we'll check, and if it wasn't, for some reason, we'll let you know.


Anyone else in the room have a hydroelectric question?

Cross-examination by Mr. Thompson:


MR. THOMPSON:  Yeah, I think I have a few follow-up questions.  It's Peter Thompson.  And these questions came through AMPCO and its advisors.  And they refer to this topic that you've been discussing with others about revenues from segregated mode-of-operation water transactions and congestion management settlement credits.  And this was the subject of AMPCO Interrogatory No. 53.


Just as a preliminary, could someone on the panel tell me what is encompassed by the phrase "water transactions"?


MR. PENNY:  Sorry, do you just want to turn up that interrogatory first?


MS. CAMPBELL:  So it's L2-53.  L2-53.


MS. FRAINE:  Could you repeat your question again, please?


MR. THOMPSON:  Yes, I'm just asking for a description of water transactions.  What are they?


MS. FRAINE:  Water transactions are when either entity, ourselves or the New York Power Authority, uses a portion of our shares and the other entity's facilities to extract energy from that water.  And then there's a process for compensation for that return of energy.


MR. THOMPSON:  All right.  And do I understand correctly that some of the compensation is included in your forecasts or -- and some isn't?


MS. FRAINE:  No, it's not included.


MR. THOMPSON:  So none of the compensation is --


MS. FRAINE:  Not for water transactions.


MR. THOMPSON:  Okay.  And, now, if I want to find out how much that compensation is, where do I find that?


MS. REUBER:  I think it's Exhibit G1, tab 1, Schedule 1, Table 1.


MR. LACIVITA:  Right.


MR. THOMPSON:  Big picture:  How much are we talking about per year?


MR. PENNY:  Water transactions now?


MR. THOMPSON:  Yes.


MR. LACIVITA:  Excuse me.  In '05 it was $7.8-million, in '06 it was 8.4-, and in '07 it was 4.5-.  And that's right from the exhibit.


MR. THOMPSON:  Thanks.  And under your proposal, all of that accrues to the shareholder?  Do I understand that correct?


MR. LACIVITA:  No, that is not correct.  Under our proposal we are proposing to continue the existing mechanism where we have a sharing of that revenue, as described in the exhibit.


MR. THOMPSON:  And that is 50/50?


MR. LACIVITA:  A 50/50 sharing of the revenue.


MR. THOMPSON:  For water.


All right.  Now, moving then to segregated mode operations, 25 words or less, what's is that?


MR. LACIVITA:  Segregated mode is when we physically disconnect units that are on the Ontario system and put them onto a neighbouring system, so they are no longer supplying energy into the Ontario market.  The energy is flowing outside of Ontario.


MR. THOMPSON:  So is that transactions with Quebec or Quebec and others?


MR. LACIVITA:  That would be in the Quebec direction, and it would be with whomever wished to contract for that amount.


MR. THOMPSON:  Okay.  And are those revenues shared 50/50?


MR. LACIVITA:  Yes.  Under the interim period, those revenues, we have a sharing of those revenues, a net of costs on a 50/50 basis below the 1900-megawatt level and OPG retains --


MR. THOMPSON:  And the numbers there, net of costs, were --


MR. LACIVITA:  Again, they're in the same --


MR. THOMPSON:  What?


MR. LACIVITA:  -- they're in the same exhibit, under "segment of operation"; that would be Exhibit G, tab 1, schedule 1.  They were for '05, 9.9 million.  '06, it was 5.4 million.  And for '07, it was 4.4 million.


MR. THOMPSON:  And are the costs that were allocated to these transactions, are they shown separately somewhere, or is it just a proportional amount?


MR. LACIVITA:  The costs are netted out of the gross revenues.


MR. THOMPSON:  Yes, but I think AMPCO is interested in what are the costs, where do we find them, that you net out?


MS. REUBER:  I don't believe that those costs are specifically provided in the evidence.


MR. THOMPSON:  Could they be?  I mean is it a big job?


MR. LACIVITA:  We can take a look, but I'm not sure if it's a big job.


MR. THOMPSON:  Perhaps you can take that under advisement and let us know.


MR. PENNY:  Yeah, we'll take it under advisement, Peter.  We'll have a look.  If it's a huge amount of work, I think we'll let you know that.  If it can be done reasonably expeditiously, we'll provide that.


MR. THOMPSON:  Thanks.  Finally, the congestion management settlement credits.  What are the revenues here, excluding costs?  Or is this another thing where they've been netted out?


MR. LACIVITA:  No -- I'm sorry.  Could you repeat your question?


MR. THOMPSON:  Yes.  I'm looking for the amounts of congestion management settlement credits.  I'm interested in the revenues primarily.


MR. LACIVITA:  They're not contained in the evidence.


MR. THOMPSON:  So how do we find those numbers?  Do we have to ask you questions about your --


MR. LACIVITA:  They are not -- yes, they're not part of the revenue requirement.


MR. THOMPSON:  Well, that may be an argument.  I'm just trying to find the numbers.  They must be in financials somewhere.


MR. LACIVITA:  The CMSC payments for the regulated assets were 12.6 million for '05, 8.5 million for '06.  I'm quoting from the evidence to G1, tab 1, schedule 1, page 15.  And 7.7 million for '07.


MR. THOMPSON:  And there's no costs netted against that number, if I understand you correctly?


MR. LACIVITA:  Well, CMSC payments is not an incremental revenue.  It's an offset to lost production revenue, and increased costs that are generally not included in the revenue requirement.  Again, we put that in evidence.


MS. CAMPBELL:  If I could just clarify for the record,  you were saying "CMSC"?


MR. LACIVITA:  Correct.


MS. CAMPBELL:  Congestion management service charge -- settlement credit.  I apologize.  I have something else in my head.


MR. LACIVITA:  Yes.


MS. CAMPBELL:  Thank you.


MR. THOMPSON:  Okay.  Thanks.  Those are the questions on AMPCO 53.


Now, I just wanted to clarify with respect to the letter we wrote on behalf of CME, which is at page 13 of Mr. Penny's bundle.  And we had made reference to some redactions in a document that had been produced in response to CME Interrogatory No. 2, and one of these documents is --[Intercom interrupts.]


MS. CAMPBELL:  Don't take that personally, Peter.  He didn't have the guts to stick around.


MR. THOMPSON:  Didn't have the guts to stick around.


MS. CAMPBELL:  The tough ones stay.


MR. THOMPSON:  That's 10 out of 10.


MR. PENNY:  Peter, just to jump ahead, I'd indicated that this issue generally can be spoken to by the corporate panel that's coming up.


MR. THOMPSON:  So I don't have to go through those pages of redactions?


MR. PENNY:  Yes.


MR. THOMPSON:  Okay.  Thanks very much.  Those are my questions.


MR. PENNY:  Anyone else?  Hydroelectric?  Going once?  Going twice?


MR. HOULDIN:  It's Russ Houldin.  Am I on?It's just a small follow-up to Peter's question, just to be clear about what's included in the CMSC revenues.  In Exhibit L-3-96, that's a response to CCC interrogatory 96.


MR. LACIVITA:  I've got it.


MR. HOULDIN:  You've got it?  Okay.


MR. LACIVITA:  96?  Yes.


MR. HOULDIN:  There's a couple of helpful examples that OPG provides in explaining the costs from revenues associated with the CMSC.  It identifieses -- "identifieses," that's a good word -- it identifies efficiency losses on the one hand, and it identifies CMSC payments on the other.


So my question is, do you include only the CMSC payments or do you net out the efficiency losses?


MR. LACIVITA:  Do we include the CM --


MR. HOULDIN:  In your revenues that you've just indicated, are those just simply the CMSC payments that are made to you by the IESO?


MR. LACIVITA:  Yes.


MR. HOULDIN:  They are, okay.  So you don't net out the efficiency losses that you identify in this interrogatory response?


MR. LACIVITA:  Well, those efficiency losses are not recoverable with the variance account.


MR. HOULDIN:  Okay.  That was the question.


MR. LACIVITA:  Because they're not related to the water.


MR. HOULDIN:  Thank you.


MR. PENNY:  All right.  Thanks.  We're done with hydroelectric.  We can move on to the nuclear panel.  


MS. CAMPBELL:  So, yes, we're going to do nuclear, but just on the break, can we e-mail the Word docs to Karin?


--- Conferring off the record.


MR. PENNY:  All right.  So I'm going to go through the same process here.  We'll just walk through the nuclear-related questions in the same manner that we have just done.  And then at the end we will see if there is anything else.


Let me introduce the folks that we have here today.  Sitting furthest from me on the left end of panel, Robert Boguski, who's the senior vice-president, business services and information technology today, but is our man on nuclear fuel, so if you have nuclear-fuel questions, they'll be answered by Mr. -- and I did want to point out, Mr. Boguski's only available today, so -- but it looks like we'll be getting through this panel easily.


Sitting next to him, Mr. Bill Robinson, who is the senior vice-president, nuclear programs and training.  Then there's Mr. John Mauti, who's the director, nuclear reporting, so on the financial-reporting side.  And then, sitting closest to me, is Mr. Mike Allen, who's director of work management at Pickering B.
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MR. PENNY:  So let's get to it.  We'll turn to page 3 of the pre-filed questions, item 7, under Issue 5.1.  That is a Board Staff follow-up on L-1-34, dealing with the electric utility cost group.


MR. MAUTI:  The question asked if more detailed EUCG information -- for example, a study -- could be provided.  The EUCG costs that we used for benchmarking aren't a specific study, but it is part of an ongoing continuing database that the EUCG manages that member companies in this association can contribute to.


It contains only the information of those companies that are part of the EUCG.  The data is available in a blinded format, so that when you submit your data in, you can compare to others, but you don't have specific details to what plants you are comparing to.


We don't have access to any information for companies that don't contribute to the EUCG, and similarly, they don't have access to that database.  So it is a multi-year, ongoing database that's proprietary, so we don't have the ability to release the specifics of it in this form, as it's currently asked.


The benchmark that we do use and we've put into the evidence, being the production unit energy costs --


--- Reporter appeals.


MR. MAUTI:  -- into the evidence is the production unit energy costs, the acronym of which is PUEC.  So that has been provided, and that's what we do use to do comparisons within the benchmark community, using cutoffs such as quartiles and medians, as we have, into the evidence.


MR. CINCAR:  One question.  How do you know it's an apples-to-apples comparison if you don't know who you are comparing to?


MR. MAUTI:  What we do within the EUCG and over the last couple of years we've taken great strides at trying to address that issue.  There are definitions for what gets submitted into the EUCG into different cost categories if they require.


As part of that we sit together as a group and try to come up with very specific, clear definitions as to what gets contributed and put into each one of those lines as part of the data that we do submit.


So we do try as best we can to ensure that there is the apples-to-apples comparisons of the specific costs.  And we are able to identify ourselves, obviously, and the different -- you know, there are different factors that each of the other companies contribute into, whether they're a CANDU unit, a pressurized-water-reactor unit, a boiling-water-reactor unit.  So there are some ways that we have to be able to try to do that comparison.


MR. CINCAR:  You said there is no ability to provide any more detailed information than what was provided, as long as -- like, there's still an issue if the companies aren't identified, the other companies?


MR. MAUTI:  I'm sorry, I didn't understand.


MR. CINCAR:  No, the request was for more detailed information, for which the figures in A-1, T4, S3 were based.


MR. PENNY:  But I think he said that that's not our database, and it's proprietary to EUCG, so the answer is "no".


MR. CINCAR:  Okay.  Thank you.


MS. CAMPBELL:  Is there any consideration given to filing that information on a confidential basis?


MR. PENNY:  Well, no, we --


MS. CAMPBELL:  The EUCG.  You're saying you can't --


MR. PENNY:  Because it's not ours.


MS. CAMPBELL:  All right.  And would you consider making enquiries to the EUCG if they would permit the confidential filing of that information for the purposes of this hearing?


MR. PENNY:  Yes, I guess that raises a whole raft of questions, which is why we're talking about it.  If you're asking for the whole database, I don't think that we'd be prepared to do that, because it's apparently huge.  But if there were something specific that you were interested in, I guess -- I mean, we could consider it.


MS. CAMPBELL:  Perhaps rather than spend the time on the record, articulating it with a great deal of detail, what I'm going to do is consult -- we'll come up with a question or a series of questions for you.


MR. PENNY:  All right.


MS. CAMPBELL:  And then you can consider it.


MR. PENNY:  Thank you.  That would be fine.  So we'll consider that an advisement question once we have the list.  Sure.  That's fair.


And if there's nothing else on that, let's move to item 8 on the same page, follow-up on the same interrogatory.  And that relates to Bruce Power OM&A, and what you know and don't know.


MR. MAUTI:  Three parts to that question.  part A of the question asks for a breakout from the 2006 annual report of OPG, the line talking about $1.967-billion for OM&A for nuclear, and what that's composed of or comprised of.


Going into that, we do sort of a segment reporting, where we have all information that's related to nuclear.  Of that total, approximately 75 percent of it are specific costs that the nuclear business unit itself incurs, in terms of OM&A.  This would be both the stations, as well as the support groups within nuclear.


Approximately 23 percent of the number then also comes from what we call central support organizations within OPG that either directly or indirectly support the nuclear business as well.  So that's around 23 percent of that balance.


The remaining 1 or 2 percent is related to things like the cost of sales for our services that we sell to organizations such as Bruce Power, and another 1 percent or 2 percent is for the amortization of the Pickering A regulatory asset.


So those four totals sort of combine into that one line in our financial statements.


MR. CINCAR:  Would that be the same breakdown, be definitions you would have in submitting the EUCG information in the previous question?


MR. MAUTI:  It's similar.  It steps through direct station costs, support group costs, and allocated corporate costs.  It's not a hundred percent identical, but it's the same kind of a rationale.


MR. CINCAR:  Okay.  Thank you.


MR. PENNY:  Then if there is nothing further on that, we'll move to the next question.


MR. PENNY:  Then if there is nothing further on that, we'll move to the next section, section B.


MR. ALLEN:  So on part B, the question was the rationale for four smaller units at Pickering was to achieve better economies of scale relative to the larger single-unit plants often found in the US.  Is that understanding correct?  


Multiple units were built to achieve economies of scale.  Typically when you would do that, the larger the units that you build, the more economy that you get, because the incremental staff to operate the larger units is not significant compared to the smaller units.  So I don't know why Ontario Hydro chose to build four smaller units, or actually eight smaller units at Pickering Station.  The number of units, I can only assume, was to achieve economies of scale, but why they were 500-megawatt units, I don't know the answer to that.


MR. CINCAR:  Okay.  Thank you.


MR. MAUTI:  The C portion of that question, number 8, asks if OPG has available information for single CANDU 6 units to allow for benchmarking against the Pickering plants.  Just to be clear, the Pickering A and B units are not CANDU 6 design plants.  They operate at 515 megawatts.  A typical CANDU 6 operates at 680 or so megawatts.  So the comparison isn't sort of an "apples to apples".


For the units that were mentioned, the New Brunswick, the Hydro-Quebec, and the Korean units, now, we did not have any cost benchmark data as a comparison.  As part of active members in the EUCG over the last decade, we've actively lobbied the Canadian companies specifically to encourage them to join EUCG.  The simple fact, it would make it more relevant for us in our benchmarking if we did have more CANDU plants in the database, but as yet, especially the ones you have mentioned, they haven't decided yet to participate in the EUCG.


There are no specific efforts we have in mind to do specific benchmarking for these units.  For the simple fact that they haven't agreed to be part of the EUCG, we feel that they wouldn't be willing to share proprietary cost information with us, given that reluctance in the past.


MR. CINCAR:  Okay.  Thank you.


MS. CAMPBELL:  You indicated it wasn't a CANDU 6.  I'm sorry.  Did you indicate what it was, if it's not a CANDU 6?


MR. MAUTI:  It's not a CANDU 6.  I'm not --


MR. ALLEN:  The Pickering units are unique designs for Ontario Hydro, so the design is significantly different.  If you look at L-2-46, that interrogatory talked about the differences between the Pickering B design and the Point Lepreau design, and that would equate to Pickering A as well.


The number of components on a CANDU 6 design are significantly less than what you find on Pickering A or Pickering B.  They are more equivalent to a Darlington design.  So that chart on page 2 of L-2-46 shows that for each Pickering B unit, there are 12 steam generators, all the attendant instrumentation that goes with that, boiler isolating valves that go along with each of those.  On a Point Lepreau design, there are only four steam generators.  Main coolant pumps on Pickering B and Pickering A, there are 16 per unit, and only four on the CANDU 6 design, which is very similar to the Darlington design.


So the better comparison of a CANDU 6 to units that we have would be a comparison to Darlington, because they are a very similar design.


Now, if you compare the Point Lepreau costs that were given here to the Darlington operating costs, you find the Darlington operating costs are less than what Point Lepreau has, which goes back to the question of economies of scale of number of units and the size of the units.


MR. CINCAR:  So just to clarify, so Pickering was basically a one-time?  No other nuclear units in the world were ever built the same?


MR. ALLEN:  That's correct.


Mr. CINCAR:  Okay.


MR. ALLEN:  The Pickering A units were the first of the large-scale commercial units built, and then Bruce A, and then they built Pickering B, and Pickering B -- because they placed it right next to Pickering A -- they used the same basic design, updated it to current standards, and so that's why you have Pickering A and Pickering B of very similar designs, where they're different than the Bruce units or the Darlington units.


MR. CINCAR:  Thank you.


MR. PENNY:  And why don't we move to item 9, same page, page 4, follow-up on L1, tab L, schedule 40.


MR. MAUTI:  That question deals with the use of non-regular -- the question was non-regular contract staff.  And I just want to clarify that in our evidence we when we use the term "non-regular staff", those basically represent temporary employees of OPG, not contractors in terms of a third party relationship with the contractors.  So there is that difference.  Sometimes those two words are used interchangeably in some of the questions.  I just wanted to point out that difference.


The message, though, is that we're trying to staff up to the regular staff levels that we have in our business plan for work that is recurring and ongoing, so we wanted to fill those with employees as opposed to the contract, real contract staff.


We use temporaries in cases where there is sort of a lag between vacancies becoming available, the training that's needed to get some folks to work in our plants in terms of the up-front training, whether operations or maintenance-related, or if we're having difficulty attracting sort of permanent staff in to sort of fill our needs.


We're running -- approximately 6 to 7 percent of our workforce is based on temporary employees, based on the numbers that we have, so that's, again, more of a natural occurring lag, because you have vacancies that come open, and as you're trying to fill positions, not just for current vacancies, but as staff are retiring as well.  We have an aging workforce issue as well, so we're trying to get staff in for that.


We do have hiring programs in place to fill sort of those key vacancies, in some of the key skill areas -- some of the key skill areas are included in our workforce development plan.


MR. CINCAR:  So, just to clarify, the question asked, I just wanted to clarify.  Is it the same staff just being converted from temporary to permanent?  Or is it sort of new staff being hired from outside and the temporary no longer being with OPG?


MR. ALLEN:  It's a combination of the two.  If we hire temporary staff and we find that they would meet the criteria that we would want for long-term employment, then we have the ability to hire them.


On the other hand, we go out to the marketplace as well to get additional staff.


MR. CINCAR:  Thank you very much.


MR. PENNY:  All right.  I think the next nuclear question is on page 6, which is under issue 5.7, the nuclear fuel costs.


And you can probably lead, Mr. Boguski.


MR. BOGUSKI:  Yes.


MR. PENNY:  The item 14 is a follow-up on the response to LT1, schedule 64.


MR. BOGUSKI:  Right.  So the primary drivers of the increase in nuclear fuel costs in the updated application, actual 2007 deliveries under the uranium supply contracts with market-related prices occurred in the second half of the year, and occurred at prices which were higher than the market prices forecasted for the deliveries in the original submission.  The flow-through inventory of these higher-cost purchases impact the fuel costs in 2008 and 2009.


The forecast of uranium market prices used for 2008 and 2009 deliveries under the uranium supply contracts --


MR. PENNY:  Sorry, just for clarity, are you moving on to item 15 now?


MR. BOGUSKI:  No, still in 14.


MR. PENNY:  Oh, you're still under 14?


MR. BOGUSKI:  Yes, just further explanation of the forecast.


So the forecasts that we used for 2008 and 2009 deliveries, under the uranium supply contracts with market-related prices is higher in the update than in the original submission.


The original submission was based on a forecast of prices developed in the summer of 2006.  The update for the recent submission were developed in the summer of 2007, so there is the one-year lag in the uranium forecast used in the first submission, versus the second submission.


MR. PENNY:  Why don't you move to item 15, which is a follow-up on LT1, schedule 65.


MR. DeVELLIS:  Mr. Penny, can I ask a follow-up question to that?  Did you say that the update was prepared in the summer of 2007?


MR. BOGUSKI:  So we used the uranium forecast in business planning, our business planning, we used the forecast from the summer of 2007 that has been used for our 2008 to 2012 business plan.  That is correct.


MR. DeVELLIS:  And the evidence in the -- that you used to prepare the update in March of this year, what evidence is that based on?


MR. BOGUSKI:  That's what I just said.  That's what I responded to.  So I must have misinterpreted your question.


For the update that we've just submitted --


MR. DeVELLIS:  Right.


MR. BOGUSKI:  -- we used the uranium forecast that was provided to us in the summer of 2007.


MR. DeVELLIS:  Okay.  You wouldn't use more current information when you're doing the update?


MR. BOGUSKI:  So our business planning -- so the answer is "no".


MR. DeVELLIS:  Thanks.


MR. BOGUSKI:  In number 15?


MR. PENNY:  Let's go to 15 then, LT1, Schedule 65.


MR. BOGUSKI:  Okay.  So although OPG has contractual arrangements for physical coverage, 100 percent of its uranium concentrate requirements in 2008 and 2009, a portion of these arrangements have prices which are pre-determined based on market prices at or near the time of delivery, as identified in Exhibit F2, T5, Schedule 1, pages 5 and 6, chart 2, specifically.


Therefore, the request for a variance account is driven based on the significant uncertainty as to the prices which OPG will pay for 2008 and -9 deliveries, under these market-related contracts.


MR. CINCAR:  To clarify, so you have entered into a contract for 100 percent, but what gets delivered -- and that's basically for a quantity, and it will be based on a price in 2009 that's delivered in 2009?


MR. BOGUSKI:  No, so if we're going to describe the process, there are five uranium contracts that have quantities of uranium that are delivered over the test period.  And those five contracts have a combination of market-based prices and fixed prices that are base-escalated by an index.


So what I'm describing is that there are deliveries that are market-based that are being received and flowing through the uranium supply chain for the fuel bundles that impact our costs through this test period.


So it's not just -- you described it as one contract.  It is multiple contracts, received at multiple times, with the uranium flowing through three stages of a supply chain to arrive at a fuel bundle, which is delivered to our reactor.


MR. CHUTE:  Now, do all five of those contracts have these pricing provisions, or are some of them totally fixed-price?


MR. BOGUSKI:  So there are no fixed-price contracts that just are established at the time that you negotiate the contract.  We have a combination of fixed-price escalated, and we have a combination of market-price delivery.


MR. CHUTE:  And what's the escalator on the fixed-price?


MR. BOGUSKI:  So there are multiple contracts with multiple terms and conditions, and I'll just find that.


So if I refer you to Interrogatory, Exhibit 11, tab 1, Schedule 66, where we describe the indexed contracts, we used a term called "published indexes".


So at the time we negotiate a price, we'll use the market price of that day that we negotiate that contract, and -- if that is the condition that we have agreed to.  And then we will escalate by an index that is agreed to.


An example of that is an independently published economic index, such as the Canadian Similar Price Index or the U.S. Gross Domestic Product Implicit Price Deflator, commonly known as GDPIPD.


MS. CAMPBELL:  I can't believe anybody says that on a regular basis.


MR. BOGUSKI:  I just did.


MR. PENNY:  You haven't been around in the Union rates case.


MR. BOGUSKI:  So they are not specifically indexes or indicators of uranium market price, which we believe helps protect -- protect us because of the volatility of market price.


So the indexes we are choosing are more business-related index, as opposed to market-price-related indexes.


MR. CINCAR:  Thank you.


MR. BATTISTA:  I have a follow-up question from an accounting understanding.  Is any of the fuel booked to inventory or to short-term assets, or is it all booked to the income statement?


MR. MAUTI:  When the uranium's acquired?


MR. BATTISTA:  Yes.


MR. MAUTI:  It goes through a multi-stage process.  It goes into a component of inventory, and then it gets converted through several stages until you get to the actual finished fuel bundle, which is still in inventory.  It only gets expensed when we load that fuel bundle into a reactor.


MR. BATTISTA:  So the pricing we're talking about is at the front end of this process or the tail end of this process?


MR. MAUTI:  Pricing for the contracts in question would be at the front end as part of the whole flow to get that fuel bundle, so --


MR. BATTISTA:  So that's not necessarily the cost that's booked to the income statement for --


MR. MAUTI:  Correct.


MR. BATTISTA:  -- fuel.


MR. MAUTI:  Correct.


MS. CAMPBELL:  Keep your voice up, Mr. Mauti.


MR. PENNY:  I think the next question for the nuclear area is on page 9, the second part from Board Staff.


MR. MAUTI:  Actually, on page 8, I think.


MR. PENNY:  Oh, yes, you're absolutely right.  There's one on the bottom of the page.  Thank you for that.


So item 3, dealing with Interrogatory 1-26.


MR. ALLEN:  Yes, I'm Mike Allen.


The actions by OPG can be grouped under two major categories:  Improvements in the outage planning and preparation process, and improvements in the nuclear units' material condition.


There's quite a bit of write-up on this in Exhibit E-2, tab 1, Schedule 1, Section 4, which is on page 14.  Quite a bit of talking about what those initiatives are in much more detail.  And also in Board Interrogatory L-1, Schedule 32.


MR. CINCAR:  When you say "material condition of the plant", can you give us an example of what that means?


MR. ALLEN:  One example would be quite extensive effort spent in the SLAR program, Pickering B, the spacer location and repositioning program, which is described in detail in our evidence.


MR. CINCAR:  Right.


MR. ALLEN:  Performing that program allows us to now move to shorter-duration outages with a lot more predictability.  And if you combine it with all the initiatives that we talk about in Section 4, that's just one example.  There are many of those.


MR. CINCAR:  And when did that sort of program come into effect?  How long has it been in place, or is this brand new?


MR. ALLEN:  We started the improvement initiatives as described in the evidence in the late 2005 and 2006 timeframe.  And I'll talk about it a little bit in the next question, or the answer to the next question, but an outage preparation process, we're typically on a two-year cycle.  So things that we do right now, we realize the benefits of 18 months to two years later.  And that kind of will be the answer for the second question here shortly.  But that's how that works.


MR. CHUTE:  And let me understand.  These are genuinely new initiatives that have just come into play since the interim period began, or they have longstanding duration that have been improved over the years?


MR. ALLEN:  I'll give you an example.  Let's just take the pre-outage milestones.  In late 2005/early 2006, we adopted an industry standard set of pre-outage milestones, which describe how you go about preparing for an outage.  These milestones start at 30 months out, and they progress all the way down at started outage execution.


We did not have those in place prior to that.  We had a set of pre-outage milestones, but they weren't at the industry standards.  So we did extensive benchmarking and brought that back to OPG.


That's just one example.  There's many of them described in section 4.


MR. CHUTE:  Okay.


MS. CAMPBELL:  Mr. Chute, you have to be mic'd.


MR. CHUTE:  It's on.


MS. CAMPBELL:  No, it's not.


MR. CHUTE:  Okay.  I apologize.  Sorry.


Okay.  So these are new initiatives -- I mean, the point of the question is, OPG is doing business differently than it used to.  So then there is an expectation that outage performance will improve.


MR. ALLEN:  That's correct.  And we're actually seeing that, in particular at the Darlington site.  We use a fleet-wide common set of pre-outage milestones, our initiatives for improving material conditions for the plant, although it may be unique to a particular nuclear unit because each nuclear unit has certain needs based on its material condition.  Those approaches were similar as well.  And so that's being done on a fleet-wide basis.  We're already seeing the benefits at Darlington.  And that's described in the evidence again, as far as Darlington coming in on target on its two outages in '07.


MS. CAMPBELL:  Perhaps I missed this.  You keep using the term "pre-age?"


MR. ALLEN:  Pre-outage.  I'm sorry.


MS. CAMPBELL:  Pre-outage.  Oh, right.


MR. ALLEN:  Yes, ma'am.  I'm sorry.


MS. CAMPBELL:  I thought it was related to triage, and I just had a vision of surgeons waiting for something.


MR. ALLEN:  No, ma'am, it's actually the furthest thing from that.  It's laying out a plan and getting ready in an organized fashion.


MS. CAMPBELL:  Thank you.  So it's pre-outage.


MR. ALLEN:  Yes, ma'am.


MS. CAMPBELL:  Thank you.


MR. ALLEN:  Sorry about that.


MS. CAMPBELL:  That's all right.


MR. PENNY:  So shall we move, then, over the page to page 9, item 4, follow up on Board Staff interrogatory 32.  
MR. ALLEN:  All right, basically, you're asking the difference between planned outages and forced extensions to planned outages.


The planned outage is budgeted in the generation plan.  That's how we developed the generation plan.  That's like the core of the generation plan, is knowing the duration of the planned outages.  A forced extension to a planned outage is an undesirable situation, which is not budgeted for.  We're counting on that our improvement initiatives that we're putting in place are going to ensure that we hit the planned outage duration targets, so we do not have a need for a forced extension of planned outage.


Both planned outages and forced extension to planned outages result in lost production.  That is, they're one common factor.


Moving on to Bravo?


MR. PENNY:  Absolutely.


MR. ALLEN:  "Does OPG forecast forced extension of planned outage," and the answer is no, we do not.  And as I had stated previously, we want to minimize forced extension of planned outage and hit our planned outage duration targets.


And then, going to Charlie, if you were to refer to Exhibit Echo 2, tab 1, schedule 1, page 9, there's a little more detail on it, but the answer to this question is absolutely, yes.  Things that cause forced extensions to planned outages are captured in our lessons learned program for the outage, and factored into future outages in the outage planning.


So if we had a job that caused a forced extension of planned outage, we would learn lessons from that and factor it into future outages.


MR. CHUTE:  Okay.  Now, just in the preamble to 4 there, were those percentage deviations actually calculated from what your planned outages versus planned plus FEPO for the years in the filed evidence.  So the point of the question here is, the planned outages plus FEPO have exceeded planned outages by considerable margins in the last three years.  The obvious question is:  Why the optimism for the future?


MR. ALLEN:  As I said, it's really a couple of factors combined.  One is by putting a lot of these initiatives into effect, there's a time delay because we're on a --approximately a two-year planning cycle.  We're are now at this point just realizing the benefits of a lot of those initiatives that were put in place 18 months to two years ago.  That's one factor.


The other factor is that we are seeing improvements.  I cited the Darlington example.  And at Pickering B we're seeing decreases in FEPO -- or forced extension of planned outage -- year over year, up to and including 2008.


So we are seeing the effects or the fruits of the efforts that we put into upfront planning of outages.


The Board interrogatory Staff 32, the Lima 1-32, goes into a little more detail about what the challenges were faced by the OPG nuclear organization, how we've put those challenges behind us and we're able to focus on detailed outage preparations and planning.  And we believe we are seeing the fruits of that now.


MR. CHUTE:  Okay, just one more follow-up.  When you do forecast outages, is there a probability distribution around that forecast?


MR. ALLEN:  No.  No.  There is an uncertainty that we apply to the outage that's described in the evidence.  I can find that for you and point you to it.


MR. CHUTE:  That's okay.  I was just wondering if there's a distribution of probable outcomes that are a part of that forecast.


MR. ALLEN:  No, basically the way that we do it, we determine -- and it talks about it in detail in the evidence -- what the critical path of the outage is, based on that specific unit's outage work.  We understand that critical path using previous information if we've done those jobs before, or our best estimates for jobs that are up and coming, and then we apply an uncertainty factor based on what we perceive the risk of that critical path extending might be.


That uncertainty factor is specific to that unit outage because it's specific to the scope for that outage.  So it will vary from outage to outage.


MR. CHUTE:  But it would be based on previous experience with similar kinds of work, on the similar unit or the same unit?


MR. ALLEN:  Absolutely.  It could be on the similar unit, or if it's a job -- for example, a service water job, replacing service water piping that we did on one unit, we learned the lessons from that.  We learned how to optimize that job.  We'll transfer that directly into the service water piping job on another unit.


So it could cross the units.


In addition, things like single fuel channel replacement that was done at Darlington; they did the first one at Darlington.  Pickering B took the lessons learned from that single fuel channel replacement at Darlington, and it implemented them on a Pickering B outage and substantially improved performance in that area.


MR. CHUTE:  Thank you.


MS. CAMPBELL:  May I suggest that we take the morning break now?  It's ten to 11.  Unless, Mr. Penny, you want to finish something off?


MR. PENNY:  No, I think there's more than 10 or 15 minutes worth of stuff here.


MS. CAMPBELL:  Yes.  I looked.  I looked, so I thought it might be a good time to break.


So if everybody could be back in about 20 minutes, 10 after 11.


--- Recess taken at 10:50 a.m.

--- On resuming at 11:13 a.m.


MR. PENNY:  All right.  So everyone is back.  Let's move on to page 15, I think, is the next nuclear panel question.  It's School Energy Coalition L14-11.


MR. PENNY:  Mr. DeVellis has indicated he has some follow-up questions, but perhaps we can give a brief response to the overview question, and then Mr. DeVellis can ask any further questions that he has.


MR. DeVELLIS:  Mr. -- I guess, while the -- the two questions I'll have for each of them is, like, for a greater explanation for each of the items listed, and the other question that's not listed in the overview question is, why did this item come up in the time between the time when you did the original evidence and the update.


So if you can address those two questions for each one, that's probably all that I will have.  Thanks.


MR. ROBINSON:  Okay.  So why did it come up between the initial submittal and the second submittal.  The initial submittal was basically the 2007 business plan, and it was recognized by the management team during 2007 that Pickering A had not been producing to expectations since its return to service, and it involved more than just normal return-to-service issues that needed to be addressed.


Response to Interrogatory L-4-2, attachment 3, which is the nuclear business plan for 2008 to 2010, which was developed and approved after the initial submittal, describes the key initiatives to transition Pickering A to improvements in reliability in order to provide acceptable capacity factors for the future.


And there are four points listed there of areas for improvement.  And so what I'll do is try to relate those four areas of improvement to the cost breakdown that was given in L14-11.


So under the category of improving human performance-related forced loss rate through an increased focus on procedural use and adherence and engineering rigour, procedural use and adherence would be covered under L14-11B-4, operations procedure upgrade initiative program.


And that program is to ensure that our plant procedures are technically accurate and employ industry-standard human factors to assure that our operations and maintenance people are given the ability to be successful as they carry out their tasks.  And so you see that initiative, costs associated with that at $1.5-million in 2008 and $1-million in 2009.


Under the engineering rigour portion of item number 1 on the nuclear business plan, that's to ensure that all engineering done in the power plants is done to the highest standards to avoid costly shutdowns, as we saw in 2007, with the inter-station transfer bus.


This will be accomplished through continuing training program for our engineering staff and oversight of engineering products.  And that element is a part of the normal base of business, and there are no increased costs associated with that.


Item number 2 is, improve plant reliability by addressing material condition-related forced losses, through implementation of reliability restoration plan and reduction of elective maintenance backlogs.


Implementation of this reliability restoration plan entails a rigorous review of equipment performance, identifying critical components that make the unit vulnerable to a single failure causing a forced outage, and then developing maintenance strategies to ensure the reliability of these components.


And at Pickering A we're hampered by the issue of obsolescence of a lot of our components, and so that will be a challenge for us.  And that's covered off in L14-11-B5, and that's engineering programs related to equipment-performance improvement initiatives.  A million dollars in 2008, really scoping out that program and getting it started, and then another 6.1-million in 2009.


And then under "reduction of elective maintenance backlogs", that's talked about throughout the evidence as a predictor of future performance, and our initiatives to drive those backlogs down to industry standards.


And that's shown in L14-11-B2, increased operations and maintenance staffing levels of 3.1-million in 2008 and 3.1-million in 2009.


And this is not unlike increases that we've made at Darlington in the past to reduce their backlogs, and that initiative was quite effective.


And then part of that reduction of elective maintenance backlogs is effectively and efficiently getting this work accomplished through our planning and scheduling process.  And so this initiative is in competition with our resources to plan for major outages.  And so an increase in the work-management effort, shown in L14-11-B3, increasing the work-management staff levels.  And those initiatives are costed at $4-million for 2008 and $5.3-million for 2009.


The third part of that is improving leadership and organizational effectiveness.  And again, this will be done through our existing programs and processes, and there are no additional costs associated with that.


And the fourth item is, reconstitute the design basis for the low margin safety systems.  And again, this is looking at extent of condition issues around the inter-station transfer bus, making sure that we don't have any other issues like that, and then making the necessary changes to the plants to mitigate any of those events.


Sometimes when we do these reviews, we're required to add additional equipment, and evidence of that is with the auxiliary power unit, which was put into place as a result of issues during the blackout of 2003.  And L14-11-B1 is just the costs associated with operating and maintaining that new equipment.


And then the final portion of L14-11 is -- was removing labour-rate reductions that we were seeing, and that equated for 2.4-million in 2008 and 2.3-million in 2009.  And the total of those initiatives and the reductions show up as 8.9-million in 2008 and 15-million in 2009.  And that's the difference between the first submittal and the update in March.


MR. PENNY:  Unless there's any follow-up on that, then we could move on to the next item.


MR. DeVELLIS:  I just -- the only follow-up I have is on the last point, the labour-rate reductions.  I don't know if you explained that.


MR. MAUTI:  Between, again, the 2007 business plan, which is what the prefiled evidence was based on, assumed a certain set of labour rates, including burdens.  As we roll forward into the 2008 business plan, we revisit those standard rates, including the burden factors and any delta between those two in the planning year.  In this case, there was a small reduction in those standard rates.


 MR. PENNY:  So the effect of that is to cut the other way?  It reduces?


MR. MAUTI:  I'm sorry?


[Witness panel confers]


MR. ROBINSON:  The net effectively reduces the overall increase, so --


MR. MAUTI:  It's an offset against the --


MR. PENNY:  Yes.  All right.  Let's turn to item 4, which is to do with L-14–13, and the clarification of what the other areas listed on page 2 of that response were.


MR. ROBINSON:  Okay.  So the question is, "What is the second full-scope Darlington simulator, and how does it help meet operator staffing needs?"


A full-scope simulator is a duplicate of a single-unit control room where we have four units in one control room.  When we build a full-scope simulator, we take one of the units and all of the common systems and build that as the simulator, so we don't have four separate simulators duplicating the entire control room.


And it's very much like a flight simulator.  The operators see the control panels just as they would see it in the control room.  They're able to step through evolutions, and as they manipulate equipment, that goes into a computer system and simulates a response that the plant would demonstrate if, in fact, they operated those controls in the plant.


So that's a full-scope simulator.  And we're required to have those to meet the training needs of the operators that we licence to operate our power plants.


So how did you arrive at 2.9 million by 2009 for the simulator?  The 2.9 million is not for the simulator.  The 2.9 million is associated with operating and maintaining the simulator, so it's the facility staff that take care of the simulator building, heating/air conditioning, electricity, and it covers the training staff that provide the training for the operators.


And then, 

"Is this driven by CNSC changes or demographic issues?"  


It's both.  Over time, we have increased the amount of time required for our operators to train on the simulator, and because Darlington has an additional licensed position in the control room, it makes it necessary for us to build that second full scope simulator at Darlington, whereas we're not seeing the need as yet at Pickering B.


MS. CAMPBELL:  Can I just ask a question following up from that?  And this is probably because I don't know very much about your area of expertise, but what is it that provokes the need for a simulator?  You said you didn't see the need for one at Pickering B, I believe.  What is it that would cause OPG to say now we need a simulator?


MR. ROBINSON:  If additional requirements are placed on us in our training program that require the operators to spend more time on this full-scope simulator, so if there's additional testing that we have to do or additional training that we need to do that gets embedded in regulation for us, then you look at the amount of time that you have available on the simulator, based on the number of people that you have coming through, all of the retraining requirements, and you get to a point where there's not enough hours in the day to run that simulator to keep the people moving through, to keep them qualified.


And so that's what we're seeing at Darlington, is that we're overloading the simulator.  There's just not enough time available on it.  And so we need the second one to accommodate that.


The same is not true yet at Pickering B, and the reason is that we have more licensed people at Darlington because of the configuration of the power plant.


MS. REUBER:  But just a point of clarification to Ms. Campbell's question, there is a simulator for Pickering?


MR. ROBINSON:  Absolutely.  There is a simulator, full-scope simulator for Pickering A, there is a full-scope simulator for Pickering B, and a full-scope simulator for Darlington, currently.


MS. REUBER:  Thank you.


MR. PENNY:  Anything further on that?


All right.  Then let's move to the next item, same page, page 16, arising out of L14-14. 


MR. MAUTI:  This question deals with the other purchased services between the -- that is referenced in the evidence and the specific questions related to the increase for the assessment work.


The specific question was, "Does the $55-million increase that's referenced refer to Pickering B?"  The whole of the work deals with the both the Pickering, the Darlington refurbishment, as well as the nuclear new build.  The increase itself actually is not related to Pickering B.


Just some figures:  In 2007, for those three programs, as I referenced, the purchased service costs were $21 million.  For 2008, they are up to $75 million.  So there's a $54-million increase.  The majority of that is coming from the nuclear new build program that actually has a $53-million increase.  Darlington refurbishment shows a $12-million increase, and Pickering, because a lot of that work has already been undertaken, actually shows a decrease in purchased service costs of $11 million between 2007 and 2008.


The final question was:

"How was that figure determined?"  


Through the business planning process for the refurbishment and the new build activities, the scope of work that has to be undertaken is laid out as part of that business plan.  We assess whether we have the internal staff capability to do the work, or whether we need to outsource and bring others with those specialized skill sets in to do some of that work.


Examples would include things like environmental assessments, engineering evaluations or condition assessments, where we actually have others come in to do that.  Again, a combination of their skill set and the availability of our internal folks to be able to, you know, the time available for them to do that.


So that business planning process sort of lays out that scope of work, determines whether it's purchased versus using our internal labour.  And that's where the increase comes from between the years.


MR. PENNY:  There's nothing further on that.  Page 17, item 6, the first part, I think, relates to nuclear.  It arises out of L-14-18.


MR. MAURI:  Specifically referencing the increase in labour between 2005 and 2006, I believe the table that was in the IR identifies a 14 percent increase between those two years.  There's basically four factors driving that.


First is the payroll burden, and payroll burden relates to things like our health and dental benefits, CPP and EI contributions, pension plan and whatnot.  So the burden itself between 2005 and 2006 went up 5 percent.  So that was one driver of that increase.


There's the impact of what we call the "53rd week" in our costs.  That would be dealt with a little more in the corporate sort of panel discussion.  But we work on fiscal weeks, and every six or seven years, depending on leap years, we add that extra 53rd week just to be able to balance out that calendar.  So 2006 was one of those years where we added that extra week's worth of costs in.  That's roughly $14-million, or about 2 percent of the increase.


2006 was also the first year that we had the new collective agreement with one of our bargaining groups, the Society of Professional Engineers and Staff -- I'm sorry if I got that label wrong -- but as of part of a movement to that collective agreement, how the wage rates and the scales came into being changed somewhat, that resulted in an increase.  And I believe on the corporate panel, perhaps they can get into a little more discussion of specifically how that worked.


So those are the first three factors.  The last one is an increase in the total number of staff, or the volume of people that we actually had within nuclear.  On a full-time equivalent basis went up about 170 from 2005 to 2006, when you take into account sort of a full-year impact of hiring that was going on during 2005.  And that's in the order of magnitude of about a 3 percent increase from that.  So those are the four sort of factors driving that increase.


MR. DeVELLIS:  Can I just ask, of the four factors, the first one you mentioned was the payroll burden -- I'm sorry, were you done?


MR. MAUTI:  The payroll-burden increase.


MR. DeVELLIS:  The payroll burden was increased by 5 percent in '06.  Is that related to the collective bargaining agreement, or was that for other factors?


MR. MAUTI:  Probably a variety of factors.  Again, it's a combination of many different things.  It could be statutory issues, it could be pension-plan sort of situation, and some of it could be collective-agreement negotiations.  It's probably -- it's a wide variety of things that would go into that calculation.


MR. DeVELLIS:  And with respect to the, I guess it's the leap-year effect of the 53rd week, would we expect to see an adjustment in subsequent years?  Because I see in the next column, '07 over '06, is a further 6 percent increase.


MR. MAUTI:  Yeah, the 53rd week would come into the one year, then you would go back to a 52-week cycle in the next year when you're looking at just nuclear costs in isolation.


MR. PENNY:  Is what you're asking, Mr. DeVellis, is all else equals?  In other words, if nothing else changed, would that mean you would see a decrease?


MR. DeVELLIS:  Right, in '07.


MR. MAUTI:  There would be one week's less worth costs, yes.


MR. DeVELLIS:  And did you say what the impact of the new collective bargaining agreement...?


MR. MAUTI:  I don't have any specific way to estimate that right now, to be honest.


MR. DeVELLIS:  Okay.  And then the last one was the total number of staff increased, and do you know why that was, in '06?


MR. MAUTI:  Well, part of it is, as you're hiring staff into 2005, say mid-year within 2005, you'll have half a year's cost of some of those folks in there.  When you get into 2006, you'll have the full-year impact of some of those staff.  So it's really reflecting of hiring, both throughout 2005 and into 2006.


MR. DeVELLIS:  Okay.


MR. WIGHTMAN:  I just want to make sure, our question 4(b) for VECC is related to costs, but it's -- for the nuclear division for FTE, but it's been allocated under the corporate amount.  And I just want to make sure you guys are not going to address that kind of thing, are you?


It's on page 28 of our -- the package, which basically says, take the total labour and back out pension costs and OPEB costs and that.  That's not for you guys, right?


MR. PENNY:  The corporate panel will take that.


MR. MAUTI:  The corporate will.  The main reason is that on the nuclear side we deal with standard rates, and you're getting into some of the things, such as direct labour cost and payroll costs and backing things out.  It really is more driven from our payroll in the HR system, so that's why the corporate group is taking that.


MR. WIGHTMAN:  Thanks a lot.  I just wanted to check.


MR. PENNY:  All right.  Then shall we move over the page to page 18 --


MR. DeVELLIS:  There was some additional questions under that.


MR. PENNY:  Sorry.


MR. DeVELLIS:  Under (b).


MR. PENNY:  I think that's what we were just talking about.  (b) will be dealt with by the next panel, as those relate to activities that take place in corporate office.


And so I think the next nuclear issue is over the page, page 18, under the heading "corporate finance", dealing with L14-45, attachment 2, and the 2007 to 2011 business planning information.


MR. ROBINSON:  Okay.  The question is, what is the date of this document, the business planning information and then instructions.  And I apologize, I don't have the exact date, but that would have come out in the early part of the year in probably the March/April time frame.


It's as we get ready to start developing the business plan.  So it would have been early in 2007.


On page 3, reference to benchmarking, it's "nuclear performance against other CANDU reactors, has this been done?  Are there results in evidence?"  And the answer to that is, yes, it's been done, to the extent that we can, and the results are in evidence.


And if you refer to the evidence, A1-T4-S3, page 17, also in L4-2, attachment C, the 2008 to 2010 business plan also gives you benchmarking information, as well as L2-51, L3-50, and L2-31.


MS. REUBER:  Just to the first question, the date on the document.  I've just been informed that the date on that document was June 6th, 2006.


MR. PENNY:  If I've read the document right, I think that's it for nuclear on the pre-filed questions.


So if anybody has any additional questions on nuclear other than the waste issue that I alluded to earlier, then they should ask those now, and we'll do our best, even though they weren't pre-filed.


MS. CAMPBELL:  Mr. Thompson?


MR. THOMPSON:  Thanks.  I just have a couple of follow-up areas.  First of all, with respect to the discussion you were having about the outage forecast, does the company have deferral account protection in the event the outage forecast is too optimistic?


MR. BARRETT:  Peter, the only thing that we have in the regulation is related to unforeseen technological, I think, or regulatory development, so we don't have a generalized protection against not matching up against our forecast.  And just to be clear, we have no entries in that account.


MR. THOMPSON:  So is the company at risk or not at risk?


MR. PENNY:  Sorry, we're at risk for outage forecasting.


MR. THOMPSON:  Okay.  And then the other question -- and this may get bumped to the corporate panel, but it pertains to your reference to the business plans that are attached to L4-2.  That's CME Interrogatory No. 2.  Attachments 2 and 3 relate to nuclear business plans, and there are some redactions there.  Should I be addressing those to the later group, Michael?


MR. PENNY:  Yes.  That's right.  We'll deal with the redactions issue in the third panel.


MR. THOMPSON:  Fine.  Thanks.  Those are my questions.


MR. PENNY:  Any other questions?


MR. THOMPSON:  Sorry.  One thing AMPCO wanted me to pick up on -- and I don't know if it's this panel or not, but I sent out an e-mail late last night about reconciling the revenue-requirement amount with some of the relief claimed, and would that be for this group?


MR. PENNY:  No, Mr. Barrett will deal with that on the corporate panel.


MR. THOMPSON:  Okay.  Thanks a lot.


MR. PENNY:  Any other questions?


There being none, gentlemen, thank you.

ONTARIO POWER GENERATION - PANEL 3

Thomas Staines

Lorraine Irvine

Robin Heard

Andrew Barrett


MR. PENNY:  All right.  Let me start by introducing this group.  This group will deal with questions that we've put under the corporate category in the questions.


Sitting furthest from me on the left end of the panel is Mr. Robin Heard, who is the vice-president of financial services for OPG.


Sitting next to him is Tom Staines, who is the controller, corporate accounting, in the department of finance at OPG.


Then we have Mr. Barrett, who is the vice-president of regulatory affairs and corporate strategy.  


And sitting next to him and closest to me, is Lorraine Irvine, who is vice-president of compensation and benefits for OPG.


I will say, in addition, before we start with the questions, that as we indicated on page 2 of the bundle, that the cost of capital questions will be dealt with in writing by Ms. McShane.  So we're not going to deal with those here today, but we will be providing answers in writing.


Oh, and there was actually another thing.  I should have thought of this before we started on this.  There was one outstanding issue from this morning which we now have an answer to.  So why don't we deal with that too, just before we get into it --


MS. CAMPBELL:  Certainly.


MR. PENNY:  -- and Ms. Reuber will give that explanation.  It has to do with the HOEP amount and whether it was the same the two forecasts, but we will give an explanation.


MS. REUBER:  Yes, so the question was whether the forecast of HOEP that was used in the regression analysis to determine the forecast of the global adjustment costs, was the same as the forecast that was used to calculate the forecast value of the incentive mechanism.  And the answer to that is, no, they were not the same forecast.  The global adjustment used OPG's business plan forecast, and those were the values that I quoted earlier.


In determining the forecast value of the incentive, we only looked at the 2009 calendar year, because in 2008, we don't have a determination yet as to what the forecast mechanism will be and don't really have a starting point.  So we just applied it to 2009.


We used the most current forecast prior to filing the update, so that was the February 2008 forecast.  And although that determination was done on an hourly basis, the average HOEP for 2009 under that forecast was $43.81.


MS. CAMPBELL:  Thank you.  And I was asked by the court reporter before we start, Mr. Barrett, Ms. Irvine, your single controls for your microphones actually are connected, so you could turn one another off.


Now, that may be attractive --


MR. BARRETT:  I relish the opportunity.


MS. CAMPBELL:  That may be very attractive to you, but it presents a significant barrier for the court reporter, so if you could keep that in mind.


MR. BARRETT:  Absolutely.


MS. CAMPBELL:  Thank you.


MR. BARRETT:  Thanks for that.


MR. PENNY:  So let's turn, I think, to page 4 of the questions, and the first question that was for this panel is under 5.3, the human resources issue, and follow-up to Exhibit LT-1, schedule 51.


Go ahead.


MS. IRVINE:  Go ahead?  So, 

"How many OPG staff received the licence retention bonus?"  


The answer to that is 248, and those are divided amongst some PWU classifications, at least one in particular, the authorized nuclear operator, several society classifications and one management group classification.


MR. CINCAR:  Thank you.


MR. PENNY:  There are some questions that we have some documents to be responsive to. I don't think it's the next question, but why don't we just do it now?  And then when we get to that question, we can just carry on.


So the next question is question 11, which deals with some follow-up to Exhibit LT-1, schedule 53, and what "on market" refers to.  


MS. IRVINE:  Okay.  This is a commonly used practice, but the most available reference for me in writing is within the binder of material that's prepared, for the compensation course C17, which is developed by the World at Work organization, which was formerly the Canadian and American Compensation Associations.  And they provide courses and accreditation throughout the industry.


And course C17 is, in fact, the market pricing course, and the comment about plus or minus 10 percent is part of chapter 4, under "Data Integrity."  And it's just a small  -- this is the kind of sheet you would see in the binder, and it's a small reference at the bottom.  But this is very standard practice.


I'm familiar with this particular reference because I teach this course.


MR. CINCAR:  Thank you.


MS. CAMPBELL:  Just to make the record clear, did you identify what this sheet was?


MR. PENNY:  Yes, it's a page from the World at Work.


MS. CAMPBELL:  I'm sorry, I didn't quite hear.


MS. IRVINE:  It's actually page 4.8.


MS. CAMPBELL:  Thank you for the precision.


MR. PENNY:  Do you want to move on to part B?  
MS. IRVINE:  part B is the answer is yes.  It's quite a lengthy question but a short answer.


MR. CINCAR:  Thank you for the short answer.


MR. PENNY:  If there's no further follow-up on the short answer, let's move to C.


MS. IRVINE:  And the answer to part C is the evidence that is provided at chart 9 on page 35 of the evidence actually does list each job, their market position -- excuse me, their relativity to the 75th percentile according to Towers Perrin.  So those numbers are not influenced by the definition of "on market".


MR. CINCAR:  So we can do a straight calculation based on those numbers?  They don't need to be weighted for anything to...?


MS. IRVINE:  If I was doing a true compensation study, I might weight them, but I think for your purposes, no, they're fine.


MR. CINCAR:  Okay.  Thank you.


MR. PENNY:  All right.  Why don't we move on to the next question.


MS. IRVINE:  Okay.  Can we provide a list of companies in the Watson Wyatt survey.  And I believe this is the first of the set of pages that were provided to you in hard copy.


MR. PENNY:  So that's for the excerpts from pages 113 to 117?


MS. IRVINE:  Correct.


MR. BATTISTA:  We'll have to put this in evidence, I think, today.


MR. PENNY:  Do you want to mark it?


MR. BATTISTA:  I think we should mark it.


MR. PENNY:  Sure.


MR. BATTISTA:  But this is a bundle, eh, so you're going to be using these other pages to answer other questions?


MR. PENNY:  Yes.


MR. BATTISTA:  So we'll have to -- we'll have to --


MS. CAMPBELL:  Or you simply have to label each page.  You can keep it in the bundle, but each one --


MR. PENNY:  Whatever way you would prefer.


MR. BATTISTA:  Do you want to number the pages?


MS. CAMPBELL:  I'm going to leave that decision up to you.


MR. BATTISTA:  Better number the pages.  So we'll call this KT1.1.  We'll mark it as that.  And --


MR. PENNY:  And shall we just number the pages sequentially --


MR. BATTISTA:  Yes.


MR. PENNY:  -- 1 through the end, so everyone can just write "1, 2, 3".


MR. BATTISTA:  And we'll call it "hand-out of" -- "OPG hand-out for supplemental information".


MR. PENNY:  Sure.  That's fine.

EXHIBIT NO. KT1.1:  OPG HAND-OUT FOR SUPPLEMENTAL INFORMATION.


MS. IRVINE:  The second component of that question, part B, what percentage of the 59 percent included 100 percent of incentive amounts in pensionable earnings, is unknown.  It wasn't specified in the survey.


MR. CINCAR:  Are you aware of any other company that provides -- or regulated utility that provides a hundred percent incentive?


MS. IRVINE:  It's an uncommon practice.  We don't provide a hundred percent incentives, so --


MR. CINCAR:  No, a hundred percent incentive in pensionable earnings, that's what you do provide, isn't it?


MS. IRVINE:  No, we provide incentive up to target for people who are in the sort of, call it the newer pension plan, for executives.  Otherwise, most -- the vast majority of the population have 5 percent of their base earnings earned as incentive awards as part of their pensionable earnings.


MR. CINCAR:  Okay.  But the evidence did state there is some subset of employees that receive the hundred percent, right?  Or did I get that wrong?


MS. IRVINE:  They receive up to target levels.  You can earn beyond target, and so therefore it's not necessarily a hundred percent.


MR. CINCAR:  Oh, okay.  So that's just a target.  Sorry.  Okay.  Thank you.


MR. PENNY:  If there's no further follow-up, I think the next question shows up into the next bundle, at page 10, the last of the Board Staff questions.  That arises out of the Issue 9.3, forecasting variance revenues, Interrogatory 99.


MR. STAINES:  Is this page 10, Michael?


MR. PENNY:  Page 10; that's right.


MR. STAINES:  Using various methods to report a portion of described assets --


--- Reporter appeals.


MR. PENNY:  Slow down and speak up.


MR. STAINES:  I'll slow down.


The question is, "Could a similar proportional methodology be used to attribute corporate revenues, such as export revenues, which are also not directly assignable to specific generation assets?"


We feel that those revenues are outside the regulatory area and therefore represent unregulated side of the business.  So we do not feel that we should allocate those -- those revenues.


But likewise, what we do with the costs related to those revenues, such as activities of our energy-markets division for trading, we do assign those costs to the unregulated business as well.  So not only are there revenues on that side.  We also put the costs on that side as well.


MR. CHUTE:  Those are corporate overhead costs, right, that you would assign not to the prescribed assets, right?  Those are part of the corporate overhead costs, but what about the costs, the direct costs, of, say, generation for export?  Where do those go?  Are those still going to be in the prescribed asset costs?


MR. BARRETT:  There are no direct generation costs associated with exports, other than a circumstance, as Mr. Lacivita mentioned, where you're engaged in a segregated mode of operation.


MR. CHUTE:  In those, just because you can detach and you can say, 'This is a direct attribution to this asset.'


MR. BARRETT:  That's correct.  I think, as Mr. Lacivita mentioned earlier, exports out of the IESO-administered market other than SMO are purchased from a common pool of supply, so you can't attribute specific generation assets to a particular export transaction.


MR. CHUTE:  Yet you are attributing them to the non-prescribed assets, or it's non-unregulated.  You are making an attribution, aren't you?


MR. BARRETT:  We considered those trading activities to be an unregulated activity, because they're not associated with the prescribed facilities.


MR. CHUTE:  Not directly associated with the prescribed facilities.  Would you -- let me venture something here.  Would you say that if a unit's online at whatever time of the day, and there is an export trade facilitated through OPG's trading desk, that you can't say where the electrons come from for export?


MR. BARRETT:  That is correct, other than, as Mr. Lacivita mentioned, in a segregated mode of operations.


MR. CHUTE:  Other than in segregated mode.


MR. BARRETT:  Because you're buying out of a common pool of supply, and then selling that to the export market.


MR. CHUTE:  Yet the prescribed assets would make a proportion of that common pool of supply?


MR. BARRETT:  That would typically be the case, because they are base-load assets.  But as an example, there's no requirement to own generation assets to participate in an export transaction.  And in fact, there are exporters active in the market who don't own any assets, any generation assets.  They simply engage in the transaction of buying energy out of the Ontario market and selling it into adjacent markets.


MR. CHUTE:  Mm-hmm.


MS. REUBER:  And if I could add, in our segmented financial reporting, we have another business segment, so these revenues and costs aren't attributed to the non-prescribed facilities.  They are in that "other" segment.


MR. CHUTE:  Okay.  Well, I think there's -- I mean, there are corporate overhead costs that are attributed to the prescribed assets on a proportional basis.  That's true?


MR. STAINES:  That's true.


MR. CHUTE:  Administrative and head office and all those costs?


MR. STAINES:  (Nodding)


MR. CHUTE:  And there is a methodology developed for that?


MR. STAINES:  Yes, there is.


MR. CHUTE:  And it relies on what kind of proportions?  Does it -- the proportion of the asset value or proportion of generation?  Or does it vary?


MR. STAINES:  It varies.  It varies depending on the circumstances.


MR. CHUTE:  Okay.


MR. STAINES:  A lot of the -- the head-office costs that it can be directly assigned to a prescribed facility or unprescribed facility as well.


MR. CHUTE:  Right.  Okay.  Well, I take it that that's an opinion of OPG that you can't assign a revenue from export sales to any particular asset.  That's just a --


MR. PENNY:  I think that is more than an opinion.  I think what we're saying is that when OPG engages in the export market, it's engaging in the export market not as an owner of prescribed facilities, but like anybody else, and it buys in the export market like anybody else.  And we're not assigning any of those costs to the regulated facilities.


I don't see that as a matter of opinion.  I see it as a matter of fact.  But, you know, I think maybe we're into the realm of argument at this stage.


MR. CHUTE:  Possibly.  Okay.  That's fine.  Thanks.


MR. PENNY:  Let's flip the page, then.  We'll get to -- Mr. Thompson's been interested in this issue, so we'll flip to page 11 and questions arising from CME.  I think the first one assigned to this panel is on the first page, page 11.


MR. BARRETT:  Yes, that's correct.  The part A question asks about the connection between the company's business plans and resulting customer bill impacts.


The regulatory framework that was established by the government envisioned that OPG would apply to the OEB for new rates after April 1, 2008, set on a just and reasonable basis, and that is what we have done.


The application is based on the company's approved business plans and a rate of return consistent with the company's commercial mandate.


In going through the business planning process, the company focuses on deciding how much it needs to officially operate its assets over the planning period and to respect the commercial mandate that it has from its shareholder.


The company is mindful of the impact of the proposed increase, and that's one of the reasons that we had proposed mitigation in the application, essentially an accelerated return of tax losses that have accumulated over the interim period.  And there's evidence on that in the application.


MR. PENNY:  Why don't we flip the page, page 12, part B.


MR. BARRETT:  part B asks us to -- using a chart that was provided in the materials -- try and estimate a bill impact for a large industrial customer.  In the application we have provided customer impact for a typical residential customer, and that impact is in the order of 2.7, 3 percent. But if you use the chart that is provided on page 14 of the handout materials, that chart shows --


MR. PENNY:  Just so we're clear, you're talking about the bundle that we're using?


MR. BARRETT:  That's correct.


MR. PENNY:  Not the supplementary materials.


MR. BARRETT:  That is correct.  Thank you for that distinction.


MR. PENNY:  In the same bundle, just turning to page 14, it was an attachment to the questions from CME.


MR. BARRETT:  That's right.


MS. CAMPBELL:  Thank you.


MR. BARRETT:  And that chart is entitled "Pricing Large Industrial Bill Per Thousand Kilowatt-Hours in 2007."


And the original source of this chart is in a Ministry of Energy presentation, as I understand it, to CME members.


So, again, taking a fairly simplified approach to calculating this bill impact, OPG's regulated generation represents approximately 43 percent of the total supply in the Ontario market.  So if you take that 43 percent and multiply it by the proposed increase, which is 14.8 percent, I calculate approximately 6.4 percent increase in the energy commodity portion of the bill.


So, with reference to this chart, that would be the$47.54 part of that chart.  And then if you multiply that number by that 6.4 percent increase, I get an increase of approximately $3.04 in the energy component.  And if you reflect that in the total bill amount, I get a total bill impact of approximately 4.3 percent, using the information contained in this chart.


I would caution, of course, that every individual customer is going to be different because of the other components in the bill.  For example, transmission or IESO uplift will be a function of a company's actual load shape.


And so I think that's representative, given the information in this chart.  And again, to the extent that a customer has decided on their own to hedge their exposure to market prices, that impact might be less.


MR. PENNY:  All right.


Moving to part C, then, there was a follow-up asking for whether you do comparisons with other jurisdictions.  


MR. BARRETT:  Yes, and the answer to that is we have not done that analysis as part of the work associated with this application.  That was part I.  part 2I to that question asks whether there was information available showing a comparison of electricity prices, and again, the answer is that we don't have that information in the filing.  I presume that kind of information is out in the public domain somewhere.  But I don't have a specific reference for you.


MR. PENNY:  If we move to question 2, stranded debt.  
MR. BARRETT:  Yes, that was asking whether or not the repayment of stranded debt was a factor that we considered in framing the application.  And the answer to that question is no, it was not a factor.  Nor does OPG track the government's progress in terms of repaying the stranded debt.


MR. PENNY:  And then, 3, is the question about the redactions.  Perhaps you could give an overview, and then Mr. Thompson has some specific questions as well that we can ask about.


MR. BARRETT:  Yes.  It's probably helpful to turn up that interrogatory to have a look at the redactions in question, and that is L4-T1, schedule 2.  Do people have that?


MR. DE VELLIS:  Are you referring to CME No. 2?


MR. BARRETT: 
That's right.


MR. DE VELLIS:  Okay, so that's L4, 2.


MR. BARRETT:  That's right.  Exhibit L, tab 4, schedule 2.  And as attachments to that interrogatory, we have provided copies of the hydroelectric business plan for 2008 to 2010, and in addition we have provided the nuclear business plan for the same period.


Starting perhaps first with the nuclear business plan, I would say that in that circumstance the redactions are fairly minor, because that entire business activity is within the prescribed or regulated assets.  The only redactions there relate to our commercial service activities, our isotope and heavy water sales, and our inspection and maintenance service activities.  These are activities that are provided to third parties, and providing the redacted information in a public forum would harm the company's commercial interests, because it would provide customers and competitors with information and would impact our ability to successfully operate those businesses.


With respect to the hydroelectric business plan, the redactions are more extensive.  The redactions were directed to removing from the record information concerning our unregulated hydroelectric activities.  This business plan contains all of the hydroelectric facilities, both the regulated and the unregulated.


So to the extent that there was a reference to an unregulated part of the business, we have redacted that.  We have also made redactions to hydro-level -- hydro total business unit-level information, where you could, by virtue of backing out the regulated information, come to the unregulated information.


So those are the two types of redactions that we have made with reference -- or the two main types of redactions we have made with reference to that business plan.


MR. THOMPSON:  I'll follow up when you're finished, if you're looking to me to follow up now.


MR. BARRETT:  Okay.


[Board Panel confers]


MR. BARRETT:  Oh, yes.  That's right.


With respect to the hydroelectric redactions that I mentioned, as again they relate to our unregulated activities, we would take the position that that information isn't relevant to this process and is really out of scope, and we would not be inclined to provide it.


With respect to the nuclear redactions that I mentioned related to IMS and isotope and heavy-water sales, we believe that is possible to provide that information under the types of orders that are referenced in the question, because that would protect the commercial sensitivity of that information.


Is there any follow-up?


MR. THOMPSON:  When Michael finishes his piece.  I was waiting for the...


MR. PENNY:  That's all we have on that particular issue, so if you have particular questions, or do you want to just --


MR. THOMPSON:  I was going to wait until you get through everything, and then I'll do my bit.


MR. PENNY:  Yes, that's fine.


So let's move on then to part C.  I'm sorry.  I'm going backwards.  We're moving on to item 4, the last of the four questions.  And that, I think we have a written response, which is, according to my numbering, page 6 of the -- of Exhibit KT1.1, which is labelled "CME question 4".


MR. PENNY:  If everybody's got that turned up, Mr. Barrett, if you want to walk through this?


MR. BARRETT:  Yes.  Thank you.


We were asked to provide the impact of various common equity and ROE combinations.  These are identified as 4(a), (b), and (c).  And as I read this interrogatory or this supplemental question, these proposed equity ratios and ROEs relate to certain of the expert evidence that's been filed in this case by various intervenors.


So if you look at the response, there's two tables that are provided.  In the first table, we have provided the impact on the test-period revenue requirement in millions of dollars.  And there are columns for both nuclear, hydro, and total, or all regulated.


And just stepping through -- and again, this is against the company's proposals in this filing, which are a 57.5 percent equity slice and a 10.5 percent return on equity.


So if you look at alternative A, which is a 60/40 debt/equity, and a 7.75 percent ROE, you see that the impact on the revenue requirement is a reduction of $284-million, as an example from that first table.


The second table looks at the deficiency, the impact of these same recommendations on the deficiency.  And again, looking at the A line as an example of the numbers in the table, you will see the same $284-million impact on the deficiency.  It simply flows through.


And just to be clear, there's a little footnote that these revenue requirement impacts do not reflect the application of changes in tax losses or any of the associated mitigation, because, as you will note from the evidence, the actual deficiency that the company is seeking is net of mitigation.


MR. PENNY:  And just to clarify that, Mr. Barrett, if the revenues associated with ROE from either changes in capital structure or return are changed, does that affect the ability of OPG to use the tax losses in the test period, or...?


MR. BARRETT:  It affects the amount of tax losses --


MR. PENNY:  Yes.


MR. BARRETT:  -- that would be available for mitigation.


MR. PENNY:  Right.  Thank you.


So that was the CME questions.  I think, Peter, if you have follow-up, do you want to do it now, or are you -- all right.  So we'll vary it.  Okay.  That's fine.


So that would take us, I think, next to page 15, and the follow-up with respect to Exhibit L14-4.


MR. BARRETT:  Yes, and this is a question, we were asked whether we had any regulatory precedents for the pension and OPEB cost variance account that has been proposed in the evidence.  As a consequence of that supplemental question, we did some additional research and did identify some precedents, which I can just identify for you.


I understand from the results of that research that Northland Utilities, which is a utility based in the Northwest Territories, a relatively small utility, has proposed a very similar type of account.  I don't believe there is a decision yet in that case.


And I'm also advised that Terasen Gas, British Columbia, has a similar, but not exactly the same type of account.  I believe that's an existing account.


MS. CAMPBELL:  And your information is for what time period?  Are these recent decisions?


MR. BARRETT:  The Northland Utilities application that I referenced, as I understand it -- or the materials that I have have a date of February 8, 2008.  So it's a very current application.  And again, as I understand it from my staff, there hasn't been a decision in this particular case.


The information I have with respect to Terasen is culled from a DBRS report for 2005, and there it describes Terasen as having an account that covers pension costs and insurance premiums.


MS. CAMPBELL:  Would it be possible for you to give us a copy of that particular report that references it?


MR. BARRETT:  I'm certain we can provide that.


MS. CAMPBELL:  Certainly.  If you could, that would be fine.  I take it that from that report I could figure out whether Terasen had a pre--- that was a pre-existing account or whether it was something new Terasen had just been granted?


I guess what I'm trying to figure out is, is there a history to that?  Has that account been in place for a while?  And it may be that the DBRS report may assist me with that.


MR. PENNY:  I think what we're saying is in the time available, we didn't go back to the B.C. Utilities Commission, you know, and find everything.  This is in the reference.


MS. CAMPBELL:  Thank you.  That would be helpful if you could provide it.


MR. PENNY:  But we can certainly provide that.


MR. BATTISTA:  So we'll give that undertaking JT1.1, and that is the Terasen report on post-retirement --


MR. PENNY:  It's a DBRS report on Terasen.


MR. BATTISTA:  DBRS report on Terasen.

UNDERTAKING NO. JT1.1:  DBRS REPORT ON TERASEN


MR. BARRETT:  And in addition, we would provide the information we that have about the Northwest Territories Utility (sic).  I presume you're going to want that as well?


MS. CAMPBELL:  Northlands?


MR. BARRETT:  Yes.


MS. CAMPBELL:  Certainly.  That will assist us in locating it.  It's likely somewhere out in the ether.  Thank you.


MR. BARRETT:  You're welcome.


MR. PENNY:  All right.  Then moving over to page 17, I think this was the question that we touched on earlier and deferred to this panel, which has to do with average total compensation for FTE.  And again, there is a table in Exhibit KT1.1 which is responsive to this, at my page 7, entitled "SEC Question 6."


MS. IRVINE:  I'm starting from the follow-up question, how does the chart on page 3 compare to the chart at L1-52.  That one is broken down by PW Society Management Group, whereas the one at L14-18, page 3, has only totals.  And the answer to that is that both tables come from the same base data.  They are just derived a little bit differently.  One is an average, and one is a total.  That's all.  So they are the same basis.


And then the second part of the question was, can we provide the 2006-2007 data for the chart at L14-18, and that is what is found on page 7 of the KT1.1.


MR. PENNY:  Then if we drop down to SEC question 10, arising out of L14-38.


MR. DE VELLIS:  Question 39, I had a reference for that.


MR. PENNY:  Thank you for that.  We actually figured that out.  Thank you.


MR. STAINES:  This is in reference to L14-39, And the follow-up question, "Has the $8 million been included in 2009 as well?"  And, yes, it has.


MR. BARRETT:  Just to provide some additional information around that, we are currently planning on another hearing in 2009 to cover the 2010 and 2011 period.  We would see a drop-off in regulatory costs in 2010.  So it would be an off-year -- a year without a hearing, hopefully.


MS. CAMPBELL:  Ah.  I feel lonely already.


MR. PENNY:  Put that in your calendar, Ms. Campbell.


MS. CAMPBELL:  Yes, with stars around it.


MR. PENNY:  You'll be able to take a holiday that year.


And then I guess there's a second follow-up question over the page, on page 18.


MR. STAINES:  And the follow-up question identifies what are the community engagement activities.  Our response to L14-39 stated that the $4-million increase related to community engagement initiatives, and initiatives related to water safety, community, and sponsorship advertising.  So I'll include all those in response.


The $4-million increase, the major component of it has to do with water safety advertising.  Out of that $1.7 million for water safety in and around the hydroelectric plants, it's to increase awareness of water safety throughout the province.


In addition to that, we have other advertising and communication programs, mainly to communicate to the people of Ontario the OPG initiatives that we have planned, to discuss some of our future plans for development of hydroelectric and nuclear, to also discuss the performance at OPG, and also to discuss our role in citizenship program at our site communities and the Aboriginal communities.


We also have an increase in our corporate citizenship program.  This is mainly targeted towards Aboriginal communities and hydroelectric and fossil communities that we haven't targeted before.  Also we plan to increase slightly our community attitudes research, where we go to the communities in which we operate facilities and do surveys on the attitudes of the leaders in the community and the general public.


MR. DE VELLIS:  Just a brief follow-up.  You mentioned water safety advertising.  I think you said that was the bulk of the increase; is that right?


MR. STAINES:  It's 1.7 out of the 4 million is for water safety initiatives.


MR. DE VELLIS:  Is that something you were doing before or just started doing?


MR. STAINES:  We have been doing water safety initiatives for a number of years.  This is an increase.  We just felt the need, that it needed a higher profile.


MR. DE VELLIS:  Was there any particular impetus for the increase?


MR. STAINES:  We just felt it's very important to provide, you know, people about the dangers of the sites, around the hydroelectric sites and what can happen, and just provide the service.


MR. DE VELLIS:  Okay.  Thank you.


MS. CAMPBELL:  Mr. Penny.  It's 12:30.  I was going to suggest -- I have looked ahead.  I notice there's still a number of corporate questions.


MR. PENNY:  Yes.


MS. CAMPBELL:  I'm wondering if we might break for lunch.


MR. PENNY:  Yes, I think that's appropriate.  Let me just say that the next question we were going to go to, we were going to defer to later this afternoon, in any event.  That would be question 11, because we're expecting Mr. Long, and he is both our nuclear waste guy but also our rate base guy.  So we'll skip that one, but come back to it with the final appearance.


So the next question we'll deal with is 13, when we come back from lunch.


MS. CAMPBELL:  And I'm suggesting an hour for lunch.


MR. PENNY:  That's fine.


MS. CAMPBELL:  Does anybody need any more time?


So we'll see everyone at 1:30.


MR. PENNY:  Thank you.


MR. STAINES:  Thank you.


--- Luncheon recess taken at 12:31 p.m. 


--- On resuming at 1:39 p.m.


MS. CAMPBELL:  Just before we start, if I could let everybody else know in the room know something that I've already shared with Mr. Penny.  Although the idea of interspersing the questions that are in the various letters was a grand idea, and putting it in the transcript, those who actually get to put the transcripts together are not nearly as enamoured with that idea, for the simple reason that it causes a significant number of technical problems, but more importantly, it's slowing the process of getting the transcript getting put together.


So what we're going to do is go to Plan B, which is simply take all of the questions in hard form and put them as an appendix to the transcript, so that the intention, which was to have all of the questions and the answers in one place, will actually be done.  So that's an update on the technical aspects.


And I believe, Mr. Penny, we stopped at question 13?


MR. PENNY:  That's right.  So why don't we just pick and up carry on.  Question 13, page 18 of the bundle, responding -- or, sorry, follow-up on L14-56.


MR. STAINES:  If you can turn to L14-56 as the follow-up, there's a number of questions on the tables included in that exhibit.


[Witness panel confers.]


MR. PENNY:  Carry on.


MR. STAINES:  Okay.  The supporting analysis that was prepared and indicated in the R.J. Rudden report is in Exhibit L14-56.  The tables that we use at OPG or all the corporate group's centrally held costs and the allocation methodology are all inputted into these tables for each group, for each type of cost.


I'll just proceed to answer all the questions by just going through the table and what each column and row represents.


The first column, as you see, there's a box, there's boxes through each page.  And each box represents a cost centre, or a cost-centre group, or a centrally held cost.


On the first table in that section, you will see the group it pertains to is called the EPHR and employee safety admin.  That is a group within human resources that provides support, back in 2006, to an organization we called the EP.  That included both hydroelectric and the fossil business.


So that the first column is identifying what or who is allocated.  As you can see, there's the word "direct", and since this group is a group that supported more than one facility, the direct, there are zero allocations based on that.


And then the first line that there is an allocation is called EP.  That's just saying, yes, this EP group will be allocated a hundred percent based on the drivers identified through that row.


So if you look at the percentage allocation column, you'll see it says a hundred percent.  And if you look left of that, it says the allocation number.  That relates to the allocation driver for that type of cost centre.


The allocation drivers were provided in the handout just before lunch, and it starts on page 8.


MR. PENNY:  This, I gather, just to clarify, we've included it in this bundle for today's purposes, but it was also sent out with some errata last night.  It was just an attachment that was, through oversight, not included in the original answers.  So this is the missing attachment 2.


MR. STAINES:  As you can see, it has cost driver 7-0.  Go through the table, you can see that's an allocation based on fossil and hydroelectric FTEs.  That was the driver that was decided to be the appropriate driver for this cost centre.  So the $561,900 within this cost centre was allocated 75 -- if you go further over on the right-hand column -- 75.2-thousand was allocated to regulated hydroelectric.  And that's directly based on FTEs in hydroelectric-regulated versus total hydro and total fossil.


Some of the other classifications:  The second column, it says "cost centre or roll-up", that mainly deals with what our actual cost-centre number is in our accounting system.  So we have a direct relationship to that.


Next column, "BU allocation", is just the portion in terms of dollars to be allocated for each line item.


FTEs.  FTEs is only -- an information-purposes-only column.  Some of the groups put the numbers in there, some don't.  It's not used in any other calculations, not from this -- none from this column.


The input dollars is the total dollars for that cost centre or cost-centre group.


The allocation number, as I mentioned, is the allocation drivers based on the tables that were handed out.


The percentage allocation is the percentage of that line item -- of the total.  I'm sorry, of the total to be allocated on that line item.


And then the next few columns, the allocation check and sum of BUs are basically used as a check to ensure that a hundred percent of the dollars of each cost centre is allocated to a facility or other business.


And then the five columns to the right are the businesses that the dollars are allocated to.


And each cost centre, cost-centre group, or centrally held cost is looked at and allocated in the same methodology, the same basis.  The methodology from group to group can change.


MR. DeVELLIS:  Can I go over that again with you briefly --


MR. STAINES:  Yes.


MR. DeVELLIS:  -- just to make sure I understand?  So if we start, stick with the EPHR and employee safety admin.


MR. STAINES:  Right.


MR. DeVELLIS:  I think you said 75,000 is allocated to regulated hydroelectric?


MR. STAINES:  That's correct.


MR. DeVELLIS:  And the remainder would be, I guess, to unregulated?


MR. STAINES:  Unregulated hydroelectric, unregulated fossil.


MR. DeVELLIS:  Okay.  So if we were to take the total and subtract whatever goes to hydroelectric, that would be the unregulated portion?


MR. STAINES:  That's correct.


MR. DeVELLIS:  Okay.  Now, you mentioned something about FTEs, and you have -- there's no -- none of the groups have FTEs in it, but I see some of your allocators are based on FTEs.


MR. STAINES:  Yes, we have other tables that drive the allocation percentages that do have FTEs on it.


MR. DeVELLIS:  Okay.  They're just not shown on this table?


MR. STAINES:  They're just not shown on this table.


MR. DeVELLIS:  But they are used in the calculation?


MR. STAINES:  But they are used in the calculation, yes.


MR. DeVELLIS:  Right.  I'm sure I will have other questions, but right now that's it.


MR. STAINES:  Thanks.


MR. DeVELLIS:  Thanks.


MR. PENNY:  All right.  Shall we move on to the next phase of that?  Attachment 3, I think, was the final question.
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MR. STAINES:  Now, attachment 3 identifies who was interviewed by J.R. (sic) Rudden, what their positions were.  However, we were not -- OPG was not present at those interviews, so I cannot provide the actual questions that they asked.


I mean, the individuals were there, of course, but the questions were J.R. (sic) Rudden questions and their documentation.  And we do not have copies or transcripts of any of the interviews.


MR. DeVELLIS:  Do you know if they would have used a pre-set list of questions or...?


MR. STAINES:  I can't answer that.


MR. DeVELLIS:  Is there something you can get from R.J. --


MR. STAINES:  I was interviewed, so -- and I know that the questions asked of me were probably quite different than asked of some other business or...


MR. DeVELLIS:  Is there something we can get from R.J. Rudden that would sort of set out what kind of questions they asked or...?


MR. STAINES:  I couldn't answer that.


MR. DeVELLIS:  Maybe we could -- Mr. Penny, maybe we can take it under advisement and ask them --


MR. PENNY:  Well, I think what we just heard is that the questions were different depending on who you were and what you did.  So unless we got all the interviews, I'm not sure what the point of all of that would be, frankly.


MR. DeVELLIS:  Well, no, but I think the witness's answer was that he doesn't know, so I'm asking to ask R.J. Rudden, since they were the ones who were commissioned to do the study.


MR. PENNY:  I'll tell you what.  We'll take it under advisement.  We'll find out what, if anything, is available, and if we think it is at all relevant, we'll let you know.  If we think it's not, we'll let you know.


MR. DeVELLIS:  Thank you.


MR. PENNY:  Then let's move on to item 14.  That's follow-up on Exhibit L14-64.


MR. STAINES:  In follow-up questions to L14-64, which was also referenced to L1-61.  Proportion of increase due to the change of methodology for real-estate operating costs.  It increased the asset fees by about 34 percent.  The increase due to the expanded scope of the asset fee concept increased the asset fees by 51 percent.  And then there was other factors of 15 percent that increased the asset service fees.


The second question, where can we see the corresponding reduction, if you look on F1-T1-S1, Table 2, you can see where real estate allocated to nuclear in 2005 was 36.1-million, and are reduced to $28.6-million in 2006.  So that the reduction came through the OM&A allocation and the increase went to the asset service fees.


The difference in the two methodologies of the costs being allocated versus being included in the asset service fee:  There is no difference.  The amounts would be the same.  Methodology followed would be the same.


MR. PENNY:  Right.  Let's move on to 15, on the next page, page 20 of the brief.


MS. IRVINE:  This is a question with respect to the skill-broadening and, by implication, the new compensation approach we took with the PW in 2001 bargaining, implemented in 2002.


These explain how skill-broadening was demonstrated to be a cost-saving initiative and specify what the cost savings were.


As part of the evidence on page 9 of the primary evidence, we talk about the fact that skill-broadening was designed to save about $290-million over the course of the contract from 2002 'til 2006.  So we set up some pretty stringent tracking mechanisms to see whether we were in fact saving the monies each year that we thought we were going to.


And we found after two years of tracking that in fact we were, and that the concept of skill-broadening had, in fact, worked its way into how the company operated, and so the onerous tracking systems were then disbanded.


But let me give you an example of the kind of thing that constitutes skill-broadening.  First of all, there was a reconfiguration of the compensation system at the same time, which resulted in about -- a reduction from 2,400 rates of pay to 22 rates of pay.  So we amalgamated 25 salary schedules and reduced everybody down into one of three grades.


So that simplified our pay administration substantially, and also reduced the vast number of job challenges and grievances that we had on the new system, because we were starting from scratch, pretty much.


So that saved at least 4.4-million, in terms of both arbitration costs, job evaluation analyst costs, labour relation costs, labour/line management costs.  So that was that.


We also reduced the number of allowances.  In the past we would have paid an allowance if someone was an instructor for a period of time, or if they had to wear plastic suits for a period of time, or something along those lines.  Those were all eliminated as part of this negotiation.  And that was a $10-million savings annually.


Also, because we had two -- we were down to three pay bands, anybody could be asked to do work in the same pay band for no relief pay.  So previously there would have been striations within each band, that every movement upwards would have resulted in relief pay being provided if someone was filling in for someone else, and we no longer had to provide those payments.


And I guess the most interesting part was the increase of productivity.  The whole point of skill-broadening was to break down the traditional silos between families of jobs.  So what was contemplated was that -- and instead of a case in a nuclear plant, for instance, where let's say a valve and a pump had to be repacked -- normally, you would have sent out an operator to isolate the system where the pump was.  You would then send out a control technician to take the pump out of the -- take it non-live, so disconnect the power.  Then you would send out a mechanical maintainer, who would do the work on the valve, pack it, whatever needed to happen.  And then you would send out the control tech to hook up the pump again to the electricity system, and then you would send the operator out to put the unit back -- or the system back in service.


We were able to eliminate at least two-thirds of those kinds of activities by training mechanics to do minor electrical work, so they could go out and disconnect the pump and work on it and reconnect it.  So we were just dealing with an operator and a mechanic.


So there's legions of these kinds of activities out there where minor work of one job class was being done by another in order to improve productivity.  So that was the bulk of the savings.


Did that answer the question?


MR. PENNY:  So I guess, is the next point for you also?  That's question 16.


MS. IRVINE:  Yes.


MR. PENNY:  Following up on L14-16.


MS. IRVINE:  Mm-hmm.  So the report of the compensation human resources committee from December 2007, that's prepared by my staff, so it's prepared in the compensation and Mr. Barrett gave us a calculation based on the chart.

     Just as a preliminary, can I ask whether OPG does customer impact calculations for the medium and large businesses referred to in the Government Backgrounder?

     MR. BARRETT:  If I could just get a clarification, 

Mr. Thompson, is this as part of our ongoing business activities or --

     MR. THOMPSON:  Yes.

     MR. BARRETT:  As far as I know, we do not.

     MR. THOMPSON:  You did one in the application for the small consumer group.  Is that done on an ongoing basis or is that application-specific?

     MR. BARRETT:  It's only application-specific.

     MR. THOMPSON:  Does OPG have information of the type that appears in this table that was presented to CME by the Ministry of Energy?

     MR. BARRETT:  I think we would only have information, or current information, that is otherwise in the public domain.  We used to have a relationship with customers, but that kind of activity has been discontinued.

     MR. THOMPSON:  Okay.  Well, then just turning to the chart, if I might, and the components of it.  There's the debt retirement charge.  This is on page 14 of the handout that you folks provided.  There's the regulatory charges.  

There's delivery, global adjustment, electricity.  And generally speaking, are those numbers in this chart compatible with OPG's expectations at the moment?

     MR. BARRETT:  Certainly the DRC is, as I understand it, either fixed by statute or by regulation at $7, so I think that's consistent with my understanding.  In terms of the regulatory charges and delivery charges, they seem reasonable to me, but it's been some time since I've actually looked at that.  So I think a better answer is that I'm certainly not an expert in these other cost categories.

     MR. THOMPSON:  A big picture; is this in the ballpark, the $71.41 per thousand kilowatt-hours?

     MR. BARRETT:  I think we'll have to trust the Ministry of Energy on their analysis.

     MR. THOMPSON:  Well, that may come back to haunt you.

     Okay.  Just on the -- there's a stranded -- well, the debt retirement charge in this chart of $7, and also the topic "Debt Retirement Charge" in the questions that we posed -- this was on page 12 -- in theory, is that charge temporary?

     MR. BARRETT:  It's a charge that's been levied by the Province, and I'm not exactly certain what their plans are.  

It's a question better directed at them.

     MR. THOMPSON:  Well, let me ask it.  Does OPG regard it as temporary?

     MR. BARRETT:  As I understand the government's framework, that it's directed towards paying off that stranded debt, and presumably we will come to a point in time when that debt is paid off.  Again, I'm not an expert on the stranded debt.

     MR. THOMPSON:  All right.  And does OPG regard that charge as something separate from the payment in lieu of taxes?

     MR. HEARD:  I'm not aware of the connection between the two, so if there was, I'd have to -- 

     MR. THOMSON:  Sorry. I can't hear you.

MR. HEARD:  I'm not aware of the connection between the two.

     MR. THOMPSON:  Well, my understanding is the payment in lieu of taxes is supposed to be used to retire stranded debt.  Does OPG regard it in the same light?

     MR. HEARD:  Because our payments in lieu of taxes are calculated with reference to the Income Tax Act and the 

Electricity Act -- which kind of amends the Income Tax Act rules as they apply to OPG -- our tax is only calculated with reference to those things, as opposed to how it would be used or what the money would be used to pay for.

     MR. THOMPSON:  Okay.  Thank you.

Now let's move on to the item 3 in our letter, which is pages 12 and 13 of your handout, and this goes to the business plans that were attached in response to CME question number 4.  And, Mr. Barrett, you actually, I think, took us to that interrogatory response.

     My first question, and I suppose the answer to this will govern some follow-up questions.  In our letter, and this is at page 13, we indicated that CME would be seeking to ascertain whether OPG would produce an unredacted copy of these materials under the auspices of a Board confidentiality order.  What's the answer to that question?

     MR. PENNY:  Well, that question was answered, Mr. Thompson.  I think Mr. Barrett was quite clear that we are not prepared to produce the blended hydro information under a confidentiality order, because it's not relevant.  It doesn't provide relevant information because it's blended.  It's got information about -- and remembering that this is a historic business plan, we've given -- the audited financial statements give you the breakout of regulated versus not regulated.  The filing gives the breakout of the regulated versus the non-unregulated.  And we're not giving out information about the unregulated part of the business because -- so our grounds there are relevance.  So the confidentiality issue has nothing to do with it.

     Mr. Barrett then went on to say that with respect to the nuclear business plan, that the redactions in the nuclear business plan relate to the commercial businesses that -- the sort of other revenue that OPG engages in, and the basis for redacting those is different.  They're commercially sensitive.  And if you want to see those, we are prepared to give unredacted versions of that, subject to a Board order as to confidentiality.

     MR. THOMPSON:  All right.  Thanks for that clarification.

     Well, then, let's just focus on the hydro plan.  So you will need, Mr. Barrett or Mr. Penny or whomever, to turn up the response to CME --

     MR. BARRETT:  Yes, I have that.

     MR. THOMPSON:  To CME 2.  And I just want to clarify where words have been redacted and where numbers have been redacted.  So starting at page 2 of the hydro, there are some redactions in the last bullet point of the second topic. Are those words or numbers, or part-words and part-numbers?

     MR. BARRETT:  This is the line, "Continue runner upgrade program"?

     MR. THOMPSON:  Correct.

     MR. BARRETT:  Those were the numbers.

     MR. THOMPSON:  And page 4, are those words or numbers?

     MR. BARRETT:  This is the line, "Potential costs 

associated with dam safety"?

     MR. THOMPSON:  Yes.

     MR. BARRETT:  That's a cost figure, the numbers.

     MR. THOMPSON:  Both redactions are numbers?

     MR. BARRETT:  Yes.

     MR. THOMPSON:  Thank you.  Now, I take it on -- well, on page 5, is it all numbers that have been redacted there?

     MR. BARRETT:  As far as I know, yes.

     MR. THOMPSON:  And page 6, first of all, are the things that have been redacted all numbers?

     MR. BARRETT:  As far as I know, yes.

     MR. THOMPSON:  Okay.  And in this slide, the words are used at the bottom: "Hydro OM&A submission, Hydro capital 

submission."  What do those phrases refer to?

     MR. BARRETT:  Again, I'm not an expert in the company business planning process, but as I understood it, those are the submissions for approval to our board.  I think that's how that terminology is used there.

     MR. PENNY:  That's lower case board, as in board of directors.

     MR. BARRETT:  That's right.
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MR. THOMPSON:  And these numbers are redacted because they are blended?  Is that what I understand you to be saying, they're blended with something?


MR. PENNY:  It's a mixture, Mr. Thompson.  As you can see if you look at the line under new development charges, if you look at Niagara tunnel project, that is potentially coming into regulation.  The Niagara plants are regulated.  And so that one has been given to you.  Lower Mattagami is not regulated.  Upper Mattagami not regulated.  New hydro, not regulated.


MR. THOMPSON:  Thank you.


Page 7, are the redactions all numbers?


MR. BARRETT:  Again, as far as I know.


MR. THOMPSON:  Now, on page 8, at the first bullet point, "major energy increases", are there words that have been redacted there?


MR. BARRETT:  I don't actually have an unredacted version with me.


MR. THOMPSON:  Okay.  Could someone get back to me on that?


MR. BARRETT:  Yes, we can.


MR. THOMPSON:  Thank you.


MR. PENNY:  It appears likely that it's words, Mr. Thompson.  Why don't we take it that it's words, and we will check, and if it's not, we'll let you know, but otherwise, assume that it's words.


MR. THOMPSON:  All right.  Thank you.


And on page 9, is it all numbers, to the best of your knowledge?


MR. BARRETT:  I think there are some dates as well.  I guess we could consider those numbers, in the lower right-hand side.


MR. THOMPSON:  Page 12, is it all numbers, to the best of your knowledge?


MR. BARRETT:  Yes, it is.


MR. THOMPSON:  Now, down at the second --


MR. BARRETT:  Sorry, there is a second redaction at the bottom of that page, which is likely words, but again, I don't know which.


MR. THOMPSON:  Likely words?  All right.  Thank you.


And page 15, are those likely words?


MR. BARRETT:  I suspect they're a combination of words and numbers.


MR. THOMPSON:  Thank you.


17, likely numbers?


MR. BARRETT:  Yes.


MR. THOMPSON:  And 18, likely numbers?


MR. BARRETT:  Yes.


MR. THOMPSON:  22, likely numbers?


MR. BARRETT:  A combination of numbers and bar charts, which would reveal numbers.


MR. THOMPSON:  All right.  Thanks.


Now, let's move on then to the response to CME 4, which will take me to this issue that AMPCO has about reconciling the revenue-requirement claim on nuclear with the relief claimed.  This was the subject of an e-mail late last night.


So let's just start, though, with your response to CME 4, which is in this hand-out that was provided.


Did this have an exhibit number?


MR. PENNY:  Yes, I think it's K21.1.


MS. CAMPBELL:  KT1.1.


MR. PENNY:  KT, sorry, KT1.1.  That's the one where the first page is participating argument made.


MR. THOMPSON:  Right.  And if you would go through to, I think it's page 6, where you provided the revenue-requirement impacts and the revenue-deficiency impacts of the capital ratio ROE scenarios that were presented in our question.


And just to get everything in one place that will help us here, if you could turn up two other documents.  One is Exhibit K1, tab 3, Schedule 1, Table 1.


MR. BARRETT:  Yes, I have it.


MR. THOMPSON:  Okay.  And then there was a document filed, I think it was yesterday.  It was some updated responses, updated information.  And there's -- in there, there is a response to a CCC interrogatory dealing with the drivers of the deficiency.  It's CCC Interrogatory Number 49, Exhibit L, tab 3, Schedule 49.


MR. BARRETT:  That's an updated version of that IR?  Does it have a date on it?


MR. THOMPSON:  That one has updated, looks like "05 of 09".  I got this, I think, yesterday.


MS. REUBER:  So, yes, it was sent by e-mail, the updates.  I believe our sets are actually updated.  But I have the page there.


MR. BARRETT:  Okay.  I have that.


MR. THOMPSON:  Okay.  So just to put this in context, so the -- starting with CME for revenue requirement for nuclear is 5.153-billion, and hydroelectric, 1.282-billion.


MR. BARRETT:  That's correct, on an unmitigated basis.


MR. THOMPSON:  And we see those same numbers in this CCC document, Exhibit L, tab 3, Schedule 49, in the second column, for the totals.  Updated submissions, required revenue, 1,282, and then for nuclear, 5,153?


MR. BARRETT:  Yes, I see that.


MR. THOMPSON:  You with me?


MR. BARRETT:  Yeah.


MR. THOMPSON:  And then back in the CME document for revenue deficiency, we have nuclear, 785, and hydroelectric, 244-million, and we see those same numbers for hydro and nuclear in the CCC exhibit, in the third column.  Are you with me?


MR. BARRETT:  I am.


MR. THOMPSON:  Okay.  And then looking at your Exhibit K, tab 3, Schedule 1, Table 2, we have the revenue requirement for nuclear at the 5,152.5, which has been rounded to 5,153 in the other exhibits.


MR. BARRETT:  Yes, that's right.


MR. THOMPSON:  And so -- there is then, as I understand this K1, tab 3, deducted from the revenue requirement, a mitigation amount, which you show on line 2 of this K1, tab 3 of 137.9 for nuclear, and there's another amount on another exhibit for hydro.  And those -- the total of them, as I understand, to be $228-million.


And that, I understand, are tax-loss calculations.  Have I got that straight?  It's bringing tax losses into account to eliminate taxes in their entirety in the test period.


MR. BARRETT:  It actually goes beyond that.  And maybe I'll ask Mr. Heard just to speak to tax loss mitigation.


MR. HEARD:  Sure.  The -- in terms of the income taxes or the payments in lieu of income taxes for us, really comes out that there aren't any.  So what this does is -- because we're utilizing these tax losses, but we're going beyond utilizing the tax losses, to the extent that we're actually applying the benefit of the remaining tax losses that aren't used during this period, during this test period.


MR. BARRETT:  I think I referred earlier, Mr. Thompson, to an accelerated give-back of the tax losses, and that's what, for example, at K1, tab 3, Schedule 1, line 2 represents.  So it goes beyond taking taxes payable to zero and reduces the revenue requirement further by this amount.


MR. THOMPSON:  Okay.  So just in terms of trying to understand that, does that mean you have taken all of the tax losses into account in this test period?


MR. BARRETT:  That's correct.


MR. THOMPSON:  All right.  And in terms of presentation, then, in my simple mind, when taxes were calculated in the normal cost of service presentation, if they were zero, they went in at zero.  But here you presented a revenue requirement that includes taxes, and then you are taking all of those taxes out, and then some, as I understand it.  Have I got that straight?


MR. BARRETT:  No, that's not correct.  The revenue requirement as presented in the filing includes zero taxes payable during the test period.  Beyond taking taxes to zero, we have through this mitigation proposal accelerated return of the leftover tax losses, so the revenue requirement presentations take taxes payable to zero.


MR. THOMPSON:  So is line 1, 5.153 million, that has taxes at zero?


MR. BARRETT:  Yes, that's correct.


MR. THOMPSON:  And so that the line 2 is then, in effect, the accelerated piece.


MR. BARRETT:  That's correct.


MR. THOMPSON:  That's being deducted.  Okay.  And so looking down the road, when your next application comes in, there are going to be some big numbers in there for taxes.  Am I right?


Is this presentation masking reality, is really what I'm asking.


MR. HEARD:  What would happen down the road is that when we had taxes payable, the tax losses would have already been used up, and there wouldn't be tax losses to reduce the taxes to zero.  However, in these two years anyway, the tax losses were still zero.  Or, sorry, the tax was still zero.  We were going beyond that and giving back the benefit of the tax losses early, rather than waiting to apply them against future taxes.


MR. THOMPSON:  Okay.  Let's move on.


Now, in line 4, what we have here, as I understand it, is amounts being recovered in deferral and variance accounts.  Is that right?


MR. BARRETT:  That's right.  Nuclear deferral and variance accounts which we propose to collect through a rate rider.


MR. THOMPSON:  But it's shown as a deduction from the revenue requirement, which I think has some people in our camp puzzled.


MR. BARRETT:  We've only shown it as a deduction in this table, because we remove it for purposes of calculating the fixed and variable payment amounts, because these amounts are collected in a separate rate rider.  So the nuclear payment proposal has three components.


There's the rate rider, which recovers the test period amortization of the deferral and variance account balances; then we have a fixed component, equal to 25 percent of the 48.865 in that table; and then a variable payment, which recovers the balance, on a per-megawatt-hour basis.


MR. THOMPSON:  And I think what you're saying is if I multiply line 10, the forecast production, by line 12, the payment rider, I'm going to get that 128 million.


MR. BARRETT:  Yes.


MR. THOMPSON:  Okay.  But in the application -- the approvals that you're seeking -- I don't think you need to turn this up.  I'll give you the reference: Exhibit A1, tab 2, schedule 2, page 2.  You are seeking approval for recovery of 342 million from various nuclear deferral accounts, but only 128 is coming out in this test period, which I think tells me there's more in the chute later.


MR. BARRETT:  There's a remaining amount to be recovered.  That's right.


MR. THOMPSON:  Okay.  And the remaining amount, I think it would be the difference between the 342 and the 128.  So the approval that you're seeking -- am I right -- will have $234 million of deferral account amounts being collected in the test period beyond December 31, 2009?


MR. BARRETT:  Beyond this test period.


MR. THOMPSON:  There's a football phrase, "piling on."  Does it apply here?


MR. PENNY:  Well, you know what --


MS. CAMPBELL:  I'm waiting for a Hail Mary pass --


MR. PENNY:  You know what the response to that one is.  Let's have your next question.


MR. THOMPSON:  I couldn't resist.


MR. PENNY:  I know you like to grandstand, but let's carry on.


MS. CAMPBELL:  His glory days at Queen's, come on.


MR. THOMPSON:  Okay.  Now, the last question, then, on this, trying to reconcile what you're claiming.  If you're unsuccessful in getting the fixed monthly payment that you're requesting here, and that still is all a kilowatt-per-hour charge, is the fair way of deriving what that amount would be would be just take the 5 point --


MR. BARRETT:  What I would recommend, Mr. Thompson, is to take line 5.


MR. THOMPSON:  Right.


MR. BARRETT:  And divide it by line 10.


MR. THOMPSON:  By line 10.  Okay.  All right.  Thanks.


Now, just to follow up on -- at page 15 of your handout, there's a question that the School Energy Coalition asked.  This was about a cost variance account for pension and other post-employment benefits.


Can you just explain to me what variances are being contemplated here?  Are these the variances between the pension liability calculation that occurs from time to time?


MR. BARRETT:  There's actually an explanation in the evidence.  Maybe I'll turn that up, if we can go through that.  If you have Exhibit J1, tab 3, schedule 1, page 12 of 19.


MR. THOMPSON:  Go ahead.  I don't think I have that with me, sorry.  Is it the change in actuarial liability that --


MR. BARRETT:  It's actually a change in the discount rate between what we had forecast the discount rate to be and the actual discount rate which was later established.


MR. THOMPSON:  Okay.


MR. BARRETT:  And that will drive the pension expense in a particular year.


MR. THOMPSON:  All right.  Thank you.


Then I think the only other thing I have is the nuclear liabilities matter, which I understand is a separate group.  Is that correct?


MR. BARRETT:  Yes.


MR. THOMPSON:  Thank you very much.


MR. PENNY:  Any other follow-up from people?


MR. CINCAR:  Can I clarify one thing based on those questions and answers?


MR. PENNY:  Yes.


MR. CINCAR:  I've got a document showing the deficiency, like such as CCC Interrogatory No. 49 -- that was L3-49, hose tables.  Is the rider then on top of -- do you add the rider to that regulatory deficiency, or is it included in that deficiency?


MR. BARRETT:  If you look at K1, tab 3, Schedule 1, you'll see that the rider is a subset of the revenue requirement.


MR. CINCAR:  Okay.


MR. PENNY:  So the rider actually comes off those amounts, not -- isn't added on to...


MR. CINCAR:  Oh, comes off.  I see.  Thank you.


MR. PENNY:  Right.  Thanks.


MR. MacINTOSH:  David MacIntosh, for Energy Probe.  I have a question also.  You looked, but then somebody else...


MR. PENNY:  Right.


MR. MacINTOSH:  And it's to do with Schools number 10 on page 17, and actually, the follow-up that goes over on page 18.  And what this was discussing was the $4-million for related community engagement initiatives.  And I believe that within the answer that OPG provided to Mr. DeVellis was that some part of the $4-million was an amount used for advertising future nuclear initiatives of OPG.


And I'm wondering if you could provide the amount of that $4-million dealing with the nuclear future initiatives and explain its purpose.


MR. STAINES:  I do not have the amount with me.  I do not have the breakdown of that 1.3-million of the various activities that were identified.


MR. MacINTOSH:  Well, can you tell me what the purpose of spending the money on future nuclear initiatives -- what that was advertising?


MR. STAINES:  Some of it is advertising.  Some of it are other --


MR. MacINTOSH:  Advertising what, though?


MR. STAINES:  I don't have the specifics of the advertising campaign.  From a high level, it's communicating to sites where these facilities are located to inform them of plans or -- I guess plans of Ontario Power Generation in those communities.


MR. MacINTOSH:  Other than the amount in this $4-million, is OPG spending other funds to advertise nuclear activities, future or present?


MR. PENNY:  Do you mean, are we seeking to recover any other amount in the revenue requirement besides --


MR. MacINTOSH:  No, for advertising nuclear activities.


MR. STAINES:  There are amounts.  The 4-million relates to the increase.


MR. MacINTOSH:  Yes.


MR. STAINES:  Right.  So there are additional amounts for advertising.


MR. MacINTOSH:  Well, perhaps you could undertake to provide that.


MR. PENNY:  It's already on the file, I guess.


--- Panel conferring.


MR. PENNY:  We can undertake to look that up.


MR. MacINTOSH:  Thank you.


MR. PENNY:  Could we get a number to that?


MR. BATTISTA:  That will be JT1.2.  That will be nuclear advertising budget.


MR. MacINTOSH:  Yes, both within the 4-million increase and the base amount.


MR. PENNY:  Yeah, just so we're clear, we're talking about revenue requirement here, we're not talking about advertising at large.  Yes.  We'll do that.

UNDERTAKING NO. JT1.2:  UNDERTAKE TO LOOK UP THE NUCLEAR ADVERTISING BUDGET WITHIN THE $4-MILLION INCREASE AND THE BASE AMOUNT.


MR. MacINTOSH:  And that's the only question, I had, Mr. Penny.


MR. PENNY:  All right.  Thank you.  Thank you.  We're done.


--- Pause in proceedings.


MR. PENNY:  So Mr. Heard is going to remain to ride shotgun, and then we've got Mr. Long joining him to answer one question that I punted to Mr. Long from the earlier set, and then some questions from CME that relate to nuclear waste management.


--- Off-the-record discussion.

ONTARIO POWER GENERATION - PANEL 4


Robin Heard,


Fred Long.


MR. PENNY:  So Mr. Long, who's joining us, vice-president, financial planning for OPG.  And Mr. Long, let me just deal with this one question right off the bat, and then we can turn it over to Mr. Thompson.


But I had said earlier that the answer to -- at page 18 of the questions, under question 11, there was a sub-category of question that dealt with L14-45, attachment 2, and there was a question that related -- sorry, page 2 -- attachment 1, excuse me.  The 2006 business plan.  And questions that related to page 2.  And I'd indicated that you would answer those.  So why don't we do that now.


MR. LONG:  Okay.  Specifically, the first bullet deals there with part of the instructions to the business prior to the completion of the 2006 business plan.  This is information that was provided to the business in the early summer of 2005.


And the reference there to appropriate return on equity is with respect to some words in the instructions that remind -- that serve to remind the organization of the importance of the focus on financial discipline and costs management, especially in light of the fact that some of OPG's operations were to be under regulation.


The reference to the appropriate return on equity was really a signal as to, you know, one of the things that would result from a successful outcome of the regulatory process.


And in making that reference, it wasn't in respect of any particular number for the return on equity.  As I mentioned, you know, this was a document that was issued shortly after the interim rates were established by the Province, and we had not had the benefit of developing an appropriate proposal with respect to cost of capital at that point in time.


MR. DeVELLIS:  Can I just follow up on that before you go on to the next point?


MR. LONG:  Sure.


MR. DeVELLIS:  So you're saying that OPG had no benchmark for what an appropriate return on equity would be?


MR. LONG:  At that point in time we had not undertaken a detailed study of cost of capital.  We were at that point in time under the interim rates that were established by the Province.


MR. DeVELLIS:  So how would you know if you had reached the appropriate return on equity if you didn't have a number in mind?


MR. LONG:  Well, as I understand, this reference to appropriate return on equity was not with respect to a number; it was just reminding the organization of the added importance of financial discipline and cost management, because we are going to be facing regulatory hearings such as this.


MR. DE VELLIS:  I understand, but how would you know if you had met your objective if you didn't have a number in mind?


MR. LONG:  When we made our first proposal, which is, you know, what we're in the middle of now, we do have a view on what the appropriate return on capital is, and that's included in our proposal.


MR. DE VELLIS:  Thanks.


MR. PENNY:  The second one I'll speak to, the second bullet point, which is a question about why the portion under 1.1, "Planning Context," is blacked out.  And it's simply we're relying on litigation privilege in respect of that passage.  It's a comment on something to do with, again, with this proceeding, and therefore was a document prepared in contemplation of litigation before this Board.


MS. CAMPBELL:  And by litigation, you're referring to the regulatory process.


MR. PENNY:  To this proceeding.


MS. CAMPBELL:  To this application.


MR. PENNY:  Yes.


MR. DE VELLIS:  Are you saying the business plan was developed in contemplation of this proceeding?


MR. PENNY:  That's not what I said.  What I said is on the record.


MR. DE VELLIS:  You're saying is that that particular bullet point was developed in contemplation of this proceeding, but that the whole document wasn't?


MR. PENNY:  That's correct.


MR. PENNY:  All right.  So that's that one outstanding issue.  So that covers all the prefiled questions.  And I believe it was Mr. Thompson said that he had some questions about waste management.


MR. THOMPSON:  Yes.  Thanks.


Now, just to try and set the context here, panel, we did send out an e-mail yesterday about 3 o'clock indicating, and this was -- these are AMPCO's areas of concern -- that they had some questions of OPG with respect to the proposed rate base treatment of unfunded nuclear liabilities.  And then we referred to Board Staff Interrogatory 82, the company's responses to AMPCO's Interrogatories 55, 56, and 58, and the materials attached to the response to AMPCO's interrogatory number 10.


So have you folks had an opportunity to look at those documents before you came here today?


MR. LONG:  Yes, I glanced over them this morning.


MR. THOMPSON:  Okay.  Great.


And perhaps the best way to start is to go to AMPCO's Interrogatory No. 58.  So this is Exhibit L, tab 2, schedule 58.


MR. LONG:  Yes, I have that.


MR. THOMPSON:  And this is dealing with the manner in which you're proposing to deal with nuclear liabilities.  And I'm paraphrasing and please correct me if I am wrong, but you're proposing what I believe is termed a rate base treatment for this component of nuclear fixed asset costs, and this is, I think, a little bit different than the way they're being accounted for at the time, at the moment.


Stopping there, have I got that straight?


MR. LONG:  We have proposed what can be termed a rate base treatment for the impact of the nuclear liabilities.  These nuclear liabilities are reflected in the fixed asset values in our accounts by the inclusion of what's known as an asset retirement cost in those values.  And so, to the extent that the fixed assets form the lion's share of our rate base, we have included them there, and they get the normal rate base treatment in arriving at the impact on the revenue climate, specifically depreciation, as well as the return on capital.


MR. THOMPSON:  Right.  And in 25 words or less, could you just describe the nuclear liabilities that fall within this rate base treatment that you're proposing? 


MR. LONG:  Sure.  They are basically comprised of three components.  One is the cost of the eventual decommissioning of our nuclear generating stations and other waste management facilities.  The second component is the cost of managing the used fuel, both its interim storage and eventual disposition.  And thirdly, it involves the long-term management of low- and intermediate-level wastes.  These are other lower level waste forms.  And similar to the used fuel, it involves interim storage as well as long-term disposition.


So those are the three components.


MR. THOMPSON:  All right.  Now, AMPCO 58 asks this Question:

"Please indicate the impact on the deficiency if annually recognized nuclear liabilities were treated as a flow-through, and rather than as a rated base amount subject to ROE."


And then, in the response, OPG states as follows, the first sentence:

"OPG assumes that treating the nuclear liabilities as a flow-through means giving them the treatment included in OPG's financial accounts."


Can you just explain -- well, am I correct that -- well, how do you account for them in the financial accounts?  We have the '07 financial statements here, and I believe the subject of these liabilities is discussed, 12 and 13, pages 12 and 13, and 27 to 34 of those financials.


Can you just give us a high-level overview of how they're accounted for now?


MR. LONG:  I'll begin, and then I'll let Mr. Heard correct me if I waver.


As I mentioned earlier, the asset retirement costs are included in fixed assets.  And so if you're looking at our income statement, you know, the corporate equivalent of the revenue requirement, if you will, there's a depreciation line in there associated with that component of fixed assets, represented by the asset retirement costs.


Also in the income statement, there are two other line items associated with nuclear liabilities.  One is the so-called accretion, which is the interest improvement of the liability due to the passage of time.  And the second comes from the asset side, and that's the earnings on the segregated funds.  And those line items, if you look at the table embodied in AMPCO Interrogatory 58, you know, accretion and segregated fund earnings are identified there.


MR. THOMPSON:  Right.  Okay.  So putting that into my parlance, these items are showing up in the revenue and cost-of-service components of -- well, the income portion of your financial statements?


MR. LONG:  That's correct.


MR. THOMPSON:  Okay.  And so now if we look at 58, AMPCO 58, well, what is this telling us in terms of the $147.6 million?  What that's saying to me is:  If we continue to treat these items as you do in your financial statements, the revenue deficiency would be $147.6 million less.  Is that what it's saying?


MR. LONG:  That's correct.


MR. THOMPSON:  So why don't we treat them the way you treat them in your financial statements?


MR. LONG:  Okay.  I was expecting that question at the hearing itself, but that's fine.  I can deal with it right here.


The approach that we've taken here is exactly the same one that the province included as the basis for interim rates.  It was also the one that was recommended by CIBC, their advisor, in that regard.  And their report is included, I think, in AMPCO interrogatory 10. 


 SEQ CHAPTER \h \r 1Furthermore, we believe that it is entirely consistent with the regulation.  Regulation states that we should take the asset values from the financial statements, which we do, which include the ARC.


But, more importantly, if you look at the section of the regulation that deals with the deferral account associated with nuclear liabilities there, there is a very specific listing of what the impact -- what the components of the impact on revenue requirement are.  The very first of those is return on rate base.


So, you know, to me that's very clear direction that there's an expectation that these liabilities get the so-called rate-base treatment.


MR. THOMPSON:  Will the financial statement accounting for this item change if you get what you're asking for?


MR. PENNY:  Sorry, do you mean will the presentation currently in the -- for example, the audited financial statements that we were just referring to, would that change, say, for 2008 or 2009, if the Board adopts the proposed method of recovering these liabilities?


MR. THOMPSON:  Yes.


MR. HEARD:  I don't think they would change, no.  Not due to that.


MR. THOMPSON:  Okay.  So the 147.6-million then will show up as an increment to profit in the financial statements?  Does that logically follow?


MR. LONG:  Yeah, our revenue will be -- you know, compared -- based on a comparison between the two approaches, our revenue would be $147.6-million higher under the proposed approach.


MR. THOMPSON:  Okay.  Thanks.


Now, just a couple of -- and you may not be able to help me here, but --


MR. LONG:  Yeah, there is the -- like, basically, I think, like the Province's advisors, we believe that this is the most appropriate treatment.  The thing about the accounting treatment -- I mean, and that's driven by the CIC accounting rules -- is that it has the segregated funds in there, which aren't part of our revenue requirement.


And the earnings on the segregated funds are notoriously volatile, because they will follow the -- whatever is happening in the capital markets.  And certainly as an example earlier this year, when the -- when the difficulties in the markets surfaced, our funds dropped by several hundred million dollars, to give you an example of the -- you know, the potential volatility there.  And so that is one problem with following the accounting approach.


But, you know, the funding is according to the Ontario Nuclear Funds Agreement, and that doesn't necessarily represent a rational apportionment of the costs to the -- you know, to the, say, for example, the test period.  You know, there's a set of rule and constraints on, you know, on pace of funding there.


So we think the rate-base approach is a much more rational apportionment than the accounting approach.


MR. THOMPSON:  Do you know what the regulatory approach is to pensions?  That's a liability that gets estimated periodically, as I understand it.  And if you're over or under, certain consequences follow.  But is that something that you folks can help me with?


MR. PENNY:  I think, aren't we now into the realm of cross-examination, Peter?  I mean, you're challenging them on this assertion with an example of a different treatment.  That sounds like cross-examination to me.  Is there something you don't understand that you would like clarified?


MR. THOMPSON:  Okay.  How about a negative salvage?  Do you know how that's treated for regulatory purposes?


MR. PENNY:  Well, I have exactly the same objection to that question, Peter.


MR. THOMPSON:  Okay.  Thanks very much, panel, for your time.  I appreciate you taking the time to deal with this topic.


MR. BATTISTA:  I have a follow-up question on your answer to CME -- or AMPCO, in terms of the treatment of the additional funds.


You said, under "regulatory model", you -- or when you accounted for and presented your annual reports, audited, the money, the 140-million, let's say, would appear as part of your -- in your revenue line, because you would be collecting it from customers.


But when you got to net income after taxes, would it have been expensed or capitalized, or would it appear as -- would your net income after taxes be higher than otherwise would be the case?


MR. LONG:  I believe so, yes.


MR. BATTISTA:  So it's not being put aside, let's say, to increase your liability fund?  It actually falls to the bottom line, so your earnings per share would be higher and everything like that?


MR. LONG:  That's correct.  And it would give us additional cash flow, part of which can be used to fund the liability.


MR. BATTISTA:  Okay.  That's all.


MR. PENNY:  All right.  Thank you.


Anything else before we shut down?  There being none, thank you all.


Oh, yeah.  Sorry.  Andrew did want to -- this isn't part of the Technical Conference as such, but just because we had folks here, and we're transcribing this so other people will see it, we did want to do an update on one facet of the application.


MR. BARRETT:  This is really a heads-up to people.  We have been looking at the materials in the application and assessing whether there's any changed circumstances that should be brought to people's attention.  And there's a couple that I want to identify for people here, and we'll collect that in an impact statement that we will file before the start of the hearing.


The first item is with respect to cost of capital.  That's Kathy McShane's -- or Kathleen McShane's evidence.  She has updated her analysis.  There was no change in her recommended ROE or debt/equity ratio.  She -- looking at changes in interest rates, there is a reduction in her equity risk premium test results, but this is offset by an increase in her discounted cash-flow results.  So on a net basis there is no change in her recommended ROE or capital structure.


We have looked at the change in a reduction in interest expense as a result of declines in interest rates.  And we will be providing information on that count.


We had earlier flagged, in response to an interrogatory -- this is L6-17 -- that we had inadvertently omitted certain corporate capital projects, and we -- that should have properly been added to rate base.  And we will be providing information about the impact of that.


In addition, there are some material changes to our nuclear outage plans.  In the March update we identified in our cover note some changes, potential changes, to some Pickering A outages.


This was a deferral of a Unit 4 outage from 2008 to 2009, and a consequent deferral of a Unit 1 outage from 2009 to out of the test period, resulting in an increase in production and a decrease in costs from the test period.


In addition, there is an issue at Pickering B that results from a known technology issue that has resulted in an unplanned outage that will reduce our production and increase our costs in the test period.


This is a fairly recent development, and we're still assessing the impacts on the payment amounts application.  To a large extent, these are offsetting factors.  And when we finalize the numbers, we're expecting that on a net basis there won't be a large material effect.  But as I said, we have not finalized that analysis, and we will be providing this information in advance of the hearing.


MR. PENNY:  Right.  Thank you.


--- Whereupon the hearing adjourned at 3:20 p.m.
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