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--- On commencing at 9:39 a.m.


MS. HARE:  Good morning, please be seated.


We are continuing today with panel 4.  And Staff will go first, but before that, Mr. Keizer, are there any preliminary matters?


MR. KEIZER:  We have none, Madam Chair.


MS. HARE:  Any from anybody else?  Okay.  Very good.  So Mr. Millar, please resume.

ONTARIO POWER GENERATION - PANEL 4, Resumed


Carla Carmichael, Previously Affirmed


Laurie Swami, Previously Affirmed


John Blazanin, Previously Affirmed


Jamie Lawrie, Previously Affirmed

Continued Cross-Examination by Mr. Millar:


MR. MILLAR:  Thank you, Madam Chair, and good morning, panel.


As I was reviewing the transcript last night I just wanted to make sure we had a couple of things clear.  There was a discussion I had with Ms. Swami about the vacuum building outage and the fact that for CANDU reactors there is a different schedule associated with that.


Do you recall that, Ms. Swami?


MS. SWAMI:  I do.


MR. MILLAR:  I just want to make sure I am clear on all of this.  First of all, the only CANDU reactors in North America are OPG and Bruce; is that right?


MS. SWAMI:  No, that is not correct.


MR. MILLAR:  Ah.  Where is the other one?


MS. SWAMI:  There is Point Lepreau --


MR. MILLAR:  Of course.


MS. SWAMI:  -- generating station in New Brunswick.


MR. MILLAR:  They are all in Canada, I should say.


MS. SWAMI:  In North America; that is correct.


MR. MILLAR:  Okay.  Thank you.


And vacuum building outages, if I understood you correctly, do exist in the other -- for the other technologies.  It is just they have a different outage schedule?  Did I get that correct?


MS. SWAMI:  No, that's not correct.


MR. MILLAR:  Okay.  Then I'm glad I asked.  Could you clarify that, please?


MS. SWAMI:  So what I discussed yesterday was that for the multi-unit stations in Canada and the CANDU stations we have a vacuum building, which is a special safety system that we have in place to provide containment in the event of an accident, an unlikely event of an accident, so we have that special safety system.  Not all technologies have that same special safety system.  They have other designs, a difference in design.


MR. MILLAR:  Okay.  So they might have -- they would have -- obviously they have safety features of some sort, but --


MS. SWAMI:  Absolutely.


MR. MILLAR:  -- they wouldn't be identical to the CANDU ones.


MS. SWAMI:  Absolutely.  It's a feature of our facilities.  The other facilities would have differences in the way they manage their safety systems.


MR. MILLAR:  Okay.  So --


MS. SWAMI:  So it's not that they may not have an outage, it is just it would be different in nature.


MR. MILLAR:  Okay.  And you can't -- you wouldn't be an expert on those types of systems, I assume?


MS. SWAMI:  No, I am not.


MR. MILLAR:  And is it fair to say different technologies might have different outage needs for a variety of different reasons?  Would that be fair?


MS. SWAMI:  That's correct, so if I looked at the online fuelling that the CANDU design has as an example, for the PWR -- or, I apologize, pressurized water reactors, they would have to shut down to defuel and refuel --


MR. MILLAR:  Right.


MS. SWAMI:  -- and those are different from a CANDU situation, where we would be fuelling online but we would still have to shut down for maintenance.  So when I talked a little bit about the Darlington three-year cycle, that is something unique, because we don't need to shut down for the fuel/defuel cycle.  We have the opportunity through our maintenance programs to go for a three-year outage cycle, and I mentioned yesterday that was unique, but it gives us a certain fairly significant benefit for our Darlington facility.


MR. MILLAR:  Right.  That is one of the advantages to CANDU; correct?


MS. SWAMI:  Correct.


MR. MILLAR:  Okay.  So I think that's clear.  I guess the takeaway is different technologies will have different outages for different reasons.  Is that a fair overview statement?


MS. SWAMI:  To some extent, but there's a certain amount of maintenance activities that must take place in the plants, and those would be scheduled during outages.


MS. MILLAR:  And all nuclear facilities presumably would try to schedule maintenance with outages that have to happen anyways?


MS. SWAMI:  If the maintenance was required when the configuration of the unit was in a certain state, so for safety reasons you may determine to take certain heat exchangers or pumps, maintenance during an outage, because you would not need those systems to be in operation at that particular time.  So it's an advantage to do it when there is an outage.


MR. MILLAR:  Okay.  Thank you for that.  Why don't we move on. 
I would like to get back to the few questions left on benchmarking, and then a few questions on a couple of other areas.


As we discussed yesterday, you have continued to track your overall nuclear performance relative to your peers, both with respect to the three key metrics and, indeed, I think on probably all 19 of them; is that right?


MS. CARMICHAEL:  We -- yes, we track on all three, but we also now added a twentieth metric.  So we were tracking --


MR. MILLAR:  Yes, you mentioned that yesterday.


MS. CARMICHAEL:  -- on 20 now.  Yeah.


MR. MILLAR:  Okay.  20.  We're up to 20.  Just, if only in the interests of time, I am focusing on the key three.


If I could ask you to pull up -- turn to page 46 of Staff's compendium.  We were talking yesterday about the performance of the individual units, but I wanted to take a look at OPG as a whole, and you may recall that yesterday I also took you to Scott Madden and how OPG ranked overall with respect to the other North American nuclear operators against whom you were compared, and I think we agreed that back then the results could stand for some improvement.


So you have continued to track that over the past few years, and if you look at page 46, I see the documentation you have provided with respect to that in this proceeding.  46 is looking at the nuclear performance index rankings.  Do you see that?


MS. CARMICHAEL:  Yes, I do.


MR. MILLAR:  And first, I see it only goes to 2011.  Do you know when 2012 or 2013 might be available?


MS. CARMICHAEL:  2012 is available.


MR. MILLAR:  Can we have that filed?


MS. CARMICHAEL:  Yes, we can.


MR. MILLAR:  Do you know right now where you are for the three key metrics?


MS. CARMICHAEL:  For WANO NPI rankings we are 25 out of 27, for the unit capability factor ranking we are 21st out of 27, and for the total generating cost we are 10 out of 14.


MR. MILLAR:  That's the 2012 numbers?


MS. CARMICHAEL:  That is the 2012 numbers included in the 2013 benchmarking report.


MS. HARE:  When would the 2013 numbers be available?


MS. CARMICHAEL:  We typically get those results by the fall.  So usually around August.


MS. HARE:  Okay.  Thank you.


MS. DUFF:  Do you have your numbers for 2013?


MS. CARMICHAEL:  Yes, we have some numbers.  We have the actual, so let me see if I have rolling.


MS. SWAMI:  I would just comment, yesterday, when we were discussing with Board Staff on the table that they provided on -- I am sorry, I just have to find the page.


MR. MILLAR:  Page 21 is the chart.


MS. SWAMI:  Thank you.  Board Staff was to provide an update.  I read that on the record yesterday.  And so we have received that from Board Staff, and we are just verifying the numbers now, so we will have that probably by the break.


MS. DUFF:  Thank you.


MR. MILLAR:  But did I understand, Ms. Carmichael, you have the numbers for OPG as a whole as opposed to the individual stations?


MS. CARMICHAEL:  For our 2012 rolling averages we do, but the benchmarking report for the 2013 numbers is not finalized yet, but we would have that in the fall for the major -- you are asking about the major operator numbers and where we rank on those three indicators?


MR. MILLAR:  Yes.  I understand you won't have that 'til the fall, but do you have your own numbers for the rolling averages for 2013?


MS. CARMICHAEL:  That is what Ms. Swami was referring to.  We will try to get that on break.


MR. MILLAR:  Okay.  And will that include the OPG overall numbers?  Because as it's broken out on the chart it's done on a unit-by-unit basis.


MS. CARMICHAEL:  Yes, that is what I was referring to.  We may not have that until the August report, because it takes a while to do the rolling and compare it to other utilities on the panel, because they may not have all their results yet either, so that is why it usually takes eight or nine months to get the final report done and calculated and issued.


MR. MILLAR:  Again to be clear, though, would you have your own numbers, without looking at the comparison?


MS. CARMICHAEL:  We will confirm that after the break.


MR. MILLAR:  Okay.  Thank you. 


We were starting with the nuclear performance index on page 36, and thank you very much for those updates.  If we look at your performance on this measure, starting in 2008, you went from 25th out of 28, then to 23, 23, 24 out of 27, and 25 for 2012, 25 out of 27; is that right? 


MS. CARMICHAEL:  That is correct.


MR. MILLAR:  So on this measure, you are pretty much now back to where you started in 2008; is that correct? 


MS. CARMICHAEL:  From a ranking perspective, yes.


MR. MILLAR:  Okay.  So there hasn't been any improvement on that particular measure, at least in comparison with your peers?


MS. CARMICHAEL:  On a ranking on a major station level -- an operator level, yes. 


MR. MILLAR:  Thank you.  Could you flip to the next page, page 47?  This is the unit capability factor.


And here, in 2007, I guess there is 28 comparators for this particular one.  You went from, starting in 2007, 27, 26, 25, 23, 25.  And then did I hear for 2012 you are at 21st?  Is that right?


MS. CARMICHAEL:  That's correct.


MR. MILLAR:  Okay.  So there has been some improvement on that measure, at least for 2012.


MS. CARMICHAEL:  There has.


MR. MILLAR:  If I recall correctly, the capability factor numbers, at least individually, for 2013 are down from 2012; is that right? 


MS. CARMICHAEL:  Yes, they are.


MR. MILLAR:  Okay.  So I don't know if you can speculate.  Do you expect to still be at 21 when the 2013 numbers are out?


MS. CARMICHAEL:  I can't speculate at this point.


MR. MILLAR:  And then if you flip to the next page, this is the total generating cost.


Again, starting in 2007, there's 14 comparators in this one.  You went from 14, 14, 12, 12, 12, and then for 2012 I heard you say 10 now?


MS. CARMICHAEL:  That's correct.


MR. MILLAR:  And then for 2013, again, I appreciate you can't give me a guess on where you might be, but the fact that your unit capability factor is lower, all else being equal, would raise your total generating cost; is that fair?  Since your production is down?


MS. CARMICHAEL:  Yes, the -- that would factor into the calculation, as well as the fact that we had -- it's a double outage year for Darlington for 2013, so we would have some additional costs.


MR. MILLAR:  Okay.  So --


MS. HARE:  I am sorry, Mr. Millar, I just want to interject for a second, because you are being very kind.  You are saying you appreciate you can't speculate.  I think you can speculate.


You must have an idea of where you are going to be in 2013.  You may not be -- I am not asking whether it's 21 or 22 or 23, but I think the question was:  Is it going to be worse than 21?  And I think you probably can speculate on that.


MS. CARMICHAEL:  I guess I could say that I don't see any significant changes that would occur in the ranking, but because I don't know what the other major operators -- how they are doing or standing, it is just hard for me to say relatively where we would be.


But I would agree that I don't think there is going to be a huge shift in our ranking.


MS. HARE:  Okay.  Thank you. 


MR. MILLAR:  Okay.  So where does this leave us?  As I look at the charts -- and I appreciate 2012 does -- at least for two of the three metrics, there is showing a bit of improvement over 2011.  Otherwise, it looked to me like there had been no improvement since 208 -- or, pardon me, since 2009, which is when you received the Scott Madden reports with respect to your ranking.


Are you satisfied with these results? 


MS. SWAMI:  So I think I'd start by saying one aspect of this is this is a metric that measures against all of the other major producers.  And what it does, it reflects also that those other utilities are also making improvements.  Our industry is very focused on making sure there is continual improvement in our performance whether you are at the top or whether you are in the middle.


So while the relative ranking may not be changing, we are seeing improvements in some of the performance at our particular facilities, and I think Darlington is a good example of that.


Whereas you may be affected because it's a two-outage year in 2013, it still would reflect relatively good performance.  When we talked on the individual level at Darlington yesterday, we talked about the colour ratings as an example.  And so if you look at the NPI ranking that we talked about yesterday for Darlington, we talked about the 90.8 result was also a green result for Darlington, which means, from the way I would say in a relative sense, that there are other producers that may have gone down in their performance, so that may affect what the relative rating would be.


What's really important is that we focus on making sure that our plants are improving along all of the metrics, but of course of importance is those three key metrics that we have been discussing here today.


When I look at Pickering as another example, if I look at the 2012 actuals for the total generating cost for Pickering, it was 67.16 in 2012, and in 2013 it's 67.18.  So that's not a significant swing.  That would be indicative of -- I agree -- our performance in terms of generation was lower, but our costs are also reflected there.  So we are seeing sort of a steady state with Pickering. 


So there has been improvements, but I think this relative ranking against other generators, it's hard to get at the actual improvements that we have been making in comparison to other plants.  I think it's a difficult metric.


MR. MILLAR:  In the memorandum of agreement with your shareholder, they ask you to benchmark against the top quartile of nuclear operators in North America; is that right?


MS. SWAMI:  That is correct.  We do do that.


MR. MILLAR:  Okay.  And that's -- but inherent in benchmarking is it's not so much the absolutes that matter, it's your relative performance to your peers.  And that is what your shareholder asked you to do?


MS. SWAMI:  They did ask us to benchmark.  And as you know, we have talked a lot about the setting of the targets.  We look to set our targets to make those improvements.


But as I have said, the other utilities are also doing a similar process and they are also driving their performance.


So yes, while we are benchmarking, the benchmark is constantly changing as well.


MR. MILLAR:  And the shareholder in the memorandum of agreement didn't draw any distinction between Pickering and Darlington; is that fair?


MS. SWAMI:  That's correct.


MR. MILLAR:  It just said OPG's nuclear operations?


MS. SWAMI:  As far as benchmarking, yes.


MR. MILLAR:  So I asked you a question and I am not sure I got an answer.  My question is:  Are you satisfied with your level of performance so far?


MS. SWAMI:  We are never satisfied with our level of performance.  We are always striving to make improvements.


And would I like to see us move up the relative ranking?  Of course.  OPG is always interested in trying to make our performance better, and that's why we have targeted improvement programs, which we have talked about in the evidence and I won't go through them here.


But clearly we would like to see better performance from our plants.


MR. MILLAR:  Is it fair to say -- and I guess I am not quite sure where 10 out of 14 is, but for the three key metrics, at least up to 2011 and for at least two out of three up to 2012, you would be in the bottom quartile overall? 


MS. CARMICHAEL:  No -- well, if you look at our benchmarking report for Darlington, we are in top quartile TGC --


MR. MILLAR:  I am talking overall.


MS. CARMICHAEL:  From a major operator perspective comparison, I would say that on a quartile basis it does appear to be that.


I would also like to just give you a little bit of information.  I know that relative to the rankings, we appear to not be improving, but if you look at the absolute numbers of our -- for our company, for OPG nuclear we have shown improvement in those three areas.  So in -- for our unit capability factor from 2008, we were at 77.4 percent and in 2012 we were at 82.9 percent.


This just is substantiating Ms. Swami's statement that we are improving but the industry also is improving, so it's a relative issue.


In terms of total generating cost, in 2008 on an operator level, we were at $60.34, and we have improved in 2012 to $46.92.


And the third major indicator is the NPI rankings or percentages.  And in 2008 we were 74.8 percent.  In 2012 we were 77.3 percent.


So basically, in all three of those key metrics, we have improved as a major operator, but in a comparison to the industry we are just stable, because the industry also is changing.


MR. MILLAR:  That's inherent in benchmarking, though, right, the...


MS. CARMICHAEL:  That is.  That's why we benchmark against our peers --


MR. MILLAR:  Understood.


MS. CARMICHAEL:  -- as they continuously improve, we also continuously attempt to improve.


MR. MILLAR:  I am sure this goes without saying, but just so it's on the record, particularly with respect to total generating cost, your relative low ranking would have a real impact on ratepayers; is that correct?  And let me put this a different way.  If your total generating costs were lower or closer to the median, your payment amounts would be lower too; is that fair?


MS. CARMICHAEL:  So when we look at our 2013 results and the median for total generating costs for the industry, it's -- in 2012 it was $43.40, in 2013 it was 44.89, and so it's relatively close to median, our operator levels.


MR. MILLAR:  Sorry, what are your figures for 2012 and 2014?


MS. CARMICHAEL:  2012 --


MR. MILLAR:  2013, sorry.


MS. CARMICHAEL:  2012, median for the industry is $43.40, and for 2013 it's $44.89.  So industry is escalating.


MR. MILLAR:  And, sorry, what are your numbers overall?

MS. CARMICHAEL:  Well, I have 2012 is 46.92 and for -- I don't have, sorry, the combined 2013 actuals yet, so that is what we are trying to check if we have those numbers on a combined basis.


But the -- if you look at the breakdown in the details of those numbers, Darlington is at the top quartile, and Pickering we know is at the fourth quartile.  Pickering, because of its small units and the CANDU technology and the first evolution technology, will never be able to be a first-quartile plant, so -- but where we can we strive to reduce costs.  In fact, Pickering -- and I believe it's in evidence -- Pickering is cost-escalating slower than the industry as well.  So the industry is cost-escalating at about -- I think it was about 6 percent, and the Pickering has had negative escalation in previous years due to the fact we are continuously looking at costs and trying to reduce costs.


MR. MILLAR:  I think my question was a simpler one. If your total generating costs were at the median, your payment amounts would be lower; is that fair?


MS. CARMICHAEL:  Obviously if our costs were lower, our total generating costs were lower, it would be a lower impact.


MR. MILLAR:  Thank you.


MS. CARMICHAEL:  However, we have gotten to top-quartile for Darlington, and we strive to reduce Pickering as much as possible, and have been at a lower rate than escalation at Pickering.


MR. MILLAR:  Thank you for that.  When a company performs poorly against its peers, does management bear at least some of the responsibility for that?  Is that a fair statement?


MS. SWAMI:  I would say, yes, that's a fair statement.


MR. MILLAR:  Okay.  Thank you.  I am going to move on.  Some other people may pick up on this, but I would like to talk about the Goodnight report quickly if I could.  And just to give us a bit of background on this, I think, based in part on some of the conclusions in the Scott Madden report, the Board required you to conduct a benchmarking analysis of your staffing levels; is that right?


MS. CARMICHAEL:  Since 72 percent of our costs are labour-related, it did, you know, obviously become the next step that we had to look into, and so, yes, we did do that.


MR. MILLAR:  Okay.  And the Board directed you to do that.


MS. CARMICHAEL:  The Board directed us last time to -- they actually -- what they did was they asked us to specifically do a staffing analysis that included the impact of CANDU technology, so we could truly understand the impact of our technology on our staff levels.


MR. MILLAR:  And you retained Goodnight Consulting to assist you with this?  Is that --


MS. CARMICHAEL:  Yes, we did.


MR. MILLAR:  And just let me ask this off the top.  Is it fair to say that to the extent there is overstaffing that would be one of the drivers of poor performance on the total generating cost metric?  All else being equal, if you are overstaffed, I assume that increases your costs and that would increase your total generating cost number?


MS. CARMICHAEL:  If we are over complement, yes, that would increase our costs.


MR. MILLAR:  Okay.  I neglected to put this in the compendium, but it's taken directly from the Goodnight report, and I think OPG has it available.  Could we turn to page 2 of the Goodnight report?


MS. CARMICHAEL:  Is that the first report or the second report?


MR. MILLAR:  The first report.


MR. KEIZER:  What is the exhibit reference for that?


MR. MILLAR:  I apologize, I don't know if I have it.  F5, tab 1, schedule 1.


MS. CARMICHAEL:  part (a).


MR. MILLAR:  Part, A, yes.  Yes.  Here it is.  I just have a couple of questions about this.


I just want to get some of the background of this study straight.  Goodnight was only able to include 5,574 of OPG's nuclear employees in the study; is that right?


MS. CARMICHAEL:  That's correct.


MR. MILLAR:  And additional 2,101, by my count, were not included in the study, because -- I think there were a few reasons, but if I could put it generally, it is because there were insufficient comparators for those positions; is that fair?


MS. CARMICHAEL:  In certain cases, yes, there were insufficient comparators, and the -- some of the groups were so CANDU-specific that they couldn't be compared against another -- the PWR benchmarks -- or, sorry, pressurized water reactors, because that is what the panel they used, so they had to actually exclude some of the very unique CANDU technology elements.


MR. MILLAR:  Understood.  Okay.  So -- but they were able to do bench -- to benchmark for 5,574?


MS. CARMICHAEL:  Yes.


MR. MILLAR:  Okay.  And the results of that, without going through this page by page, at least the original results -- and you might turn to page 37 of Staff's compendium for this.  This just provides sort of a summary of this, you can see at line 18 of page 37.  The original findings of the report were that you were overstaffed against your benchmarks by 866 full-time equivalents or about 17 percent; is that right?


MS. CARMICHAEL:  Yes.


MR. MILLAR:  And you actually had done some staff benchmarking previously with the 2006 Navigant study, which I think we might recall from yesterday indicated 12 percent overstaffed.


Is it fair to say that the Goodnight results weren't necessarily a surprise to you?  Maybe the absolute number, but the fact that they were showing you overstaffed, was that a surprise?


MS. CARMICHAEL:  No, it wasn't.


MR. MILLAR:  Okay.  In 2013 I understand you asked Goodnight to do an update to the study?


MS. CARMICHAEL:  Yes, we did.


MR. MILLAR:  And by that time you had actually made fairly significant staff reductions, and as of February 2013 Goodnight concluded that you were about 8 percent over the benchmark; is that right?


MS. CARMICHAEL:  Yes, that's right.


MR. MILLAR:  And that's about 430 employees?


MS. CARMICHAEL:  Yes.


MR. MILLAR:  And I think I heard -- maybe you didn't, so I'll have to -- I didn't look to the transcript to find this, but I believe I heard someone on panel 1 say that OPG accepts the conclusions of the Goodnight report, so why don't I put that question to you instead of trying to find it in the transcript.  Is that a fair statement?


MS. CARMICHAEL:  That is a fair statement.


MR. MILLAR:  Are you able to estimate -- and maybe you can't, but are you able to estimate where you would be during the test period in terms of overstaffing?


MS. CARMICHAEL:  So what we have done is we've launched into business transformation, as I know overview panel has discussed, and based on the projected business transformation rates and the uptake in attrition that we are seeing, we do expect to be overall close to the Goodnight benchmark.  And I say "overall" because, as we know, attrition does occur in areas that perhaps we don't necessarily expect, and we do then have to look at hiring and ensuring that we have the appropriate number of staff levels in our critical job family, such as engineering and operator levels.


So we expect to be within -- close to the benchmark, but if there is too much attrition in areas that we need to ensure that we have a safe level of staff, then we may be, you know, we might be a little over.

But in general, we are feeling like we will meet the benchmark.  And of course, as we see now and we continue to see, we do have an imbalance issue, that there are some people leaving in areas where we would -- where we are okay if they don't leave, but then they are leaving in areas where we want them to stay in.  So we are dealing with that issue as well.


MR. MILLAR:  Understood.  In that light, could you turn to page -- I am sorry, Ms. Long.


MS. LONG:  I'm sorry, Mr. Millar.  Can I just clarify, Ms. Carmichael, does this benchmarking report, does it cover outages?  I thought I read somewhere that it did not.  I just want to be clear on that. 


MS. CARMICHAEL:  What it does is it does exempt specific outage workers, FTEs that are specific to this technology.  However, it doesn't exclude individuals in sort of, say, the maintenance area, maintenance support area that does assessing for these longer outages that we have.


So it's a bit of a -- I mean, honestly it's a bit of a mix.  But there are some specific exclusions, but some non-exclusions.


And they did look at the stuff they didn't exclude from the 5,400 FTEs.  What they did is they said:  Okay, we think that out of those, because of CANDU technology and the extra work and the components and things that we need, there's about 400 FTE requirement embedded in those numbers that CANDU technology needs.  So they adjusted the benchmark by about 400 for those FTEs that weren't excluded.


MS. LONG:  I am not sure I am following you on that, but I guess one of the thing this is Panel is going to have to decide is whether or not you are being effective when you are actually doing outages.


So, I mean, is OPG taking from this report that they have got enough in order to do that assessment as to whether, compared to other CANDU technologies, your outages are being effective with respect to the amount of people that you have?


It seems to me like that is a key consideration, in that you're managing overtime, you are managing being able to get these units back up and out as soon as possible, and that seems to me like it's a real test of whether or not you are being effective.


So does this report do it for OPG?  Or do you feel that you need to have further analysis done?


MS. CARMICHAEL:  The report itself is not -- won't give us those sort of interpretations or recommendations, but what we do see is that there are certain areas in maintenance support which are on the very left hand of -- very high over benchmarked areas, and we know that much of that is to do with some of the work done around preparing for outages and outage assessing.


So we are looking at those areas specifically, because they are over benchmark, but there is a lot of outage work and outage initiatives going on that are -- that we have been doing for years.


Maybe Ms. Swami can elaborate on some of the outage work that we actually do to improve in that area.


MS. SWAMI:  So I think your question was more related to are we getting more efficient in our outage performance, and we do a number of things.


We do a lessons learned program after each outage.  We track the number of tasks per day, for example, as something that we are tracking on an ongoing basis.  We are improving our scheduling processes so that we ensure that the schedule is as efficient as possible.  We have looked at new tooling for some of our inspection program that would reduce the amount of time that we would have to actually be doing work in the plant.


So there is a range of things.  So there is sort of the programmatic area of looking at how efficient we could be.  There is the work of how can we schedule our outages as efficiently as possible.  And then there is looking at how the work can actually be changed or modified or improved to make it as fast as possible during an outage.  So there are a number of things that we are looking at and that we have been doing on an ongoing basis.


I can give you a specific example of some work that we have done on our inspection maintenance work, where we have changed tooling, which allowed us to change the number of visits -- the length of time on a channel during an outage by about three to five days, depending on the plant.


So we have actually looked at these things and are focused on reducing the amount of time in outage, because obviously that's a concern to us.  We would rather be operating than in outage.


MS. LONG:  Sorry, Mr. Millar.  I probably owe you ten minutes there.


MR. MILLAR:  No, that's okay.


[Laughter]


MS. DUFF:  Actually I had a question, if I could just...


MR. MILLAR:  The Panel is always right.


MS. DUFF:  When you are looking for something like the VBO, the vacuum building outage schedule for 2015, when you are comparing yourselves to other benchmark -- other companies, and when they have something scheduled like that every ten to 12 years, how do they accommodate that in their data?  Is that -- that would be a significant irregular event?


MS. SWAMI:  I would agree with you.  A vacuum building outage is a fairly large, a very complex project, if you will.  And as I mentioned earlier this morning, there is not a lot of plants that actually do these long vacuum building outage campaigns, if you will.


And so it is very difficult for us to benchmark, if you will, against other operators that are doing that type of an outage.


There are major outages that take place in the other -- in the pressurized water reactors and the boiling water reactors.  There are major outages that we can compare to.


And so as part of our participation in the World Association of Nuclear Operators, we do have people that sit on, for instance, an outage manager forum, where they can learn from others.


So it's not necessarily in the benchmarking that we would find that; it's more in our interaction in the industry, sending people to see how other outages are performing, bringing those lessons learned back to us so we can make those similar improvements, if not build on those improvements.


So it's a little different than just saying there a benchmark that we can go to.  We need to go into what precisely is the work, how are you executing the work, and how can we bring that back to OPG to improve our processes.


MS. DUFF:  But the extent that the outage is in the data, it just adds noise to it; do they footnote that?


MS. CARMICHAEL:  So I think that's why we do rolling averages instead of annual reviews, because we try to normalize the data for these kind of blips.


So if somebody in the US, a utility, is doing one of these larger outages, their data would normalize over three years or two years, because the blip's taken out of that data.


So that is why we do these rolling averages, so that we eliminate some of those peaks and valleys and we can king of see on an overall basis how we are doing.


MS. DUFF:  That's helpful.  Thank you.


MS. HARE:  Can I just ask a question, just to clarify?  You said that many of the other plants don't do the extended outage; why is that? 


MS. SWAMI:  So I think this comes back to what I was talking about earlier today.  There is the difference between the CANDU technology with the multi-unit sites.


We have a vacuum building.  That vacuum building, under the Canadian Nuclear Safety Commission, we are required to do testing at Darlington on a 12-year frequency and at Pickering on a 10-year frequency.  And so we are required to take those outages, bring all of the units down, put them in a safe state, go through that testing protocol. 


The other units that we would compare to generally are two-unit sites or three-unit sites, and they would not necessarily have that kind of a system.  So it's really a regulatory program that we must fulfil.  So we take those outages, we do our inspections and we bring the units back.


So it's a difference in the technology between our plant and the plants that we compare to.


MS. HARE:  But don't those other plants also have to do the same kind of inspection and maintenance and outage?  Maybe not the same frequency, but do they have to?


MS. SWAMI:  Their program would be different, because the design difference wouldn't necessarily require that.  It is just a difference in the technology, if you will. 


MS. HARE:  Thank you.


Mr. Millar, you are almost out of time.


MR. MILLAR:  Yes, I am.


[Laughter]


MR. MILLAR:  Thank you, Madam Chair.


[Laughter]


MR. MILLAR:  Ms. Carmichael, I just wanted to follow up with what we were discussing about where you expect you might be with respect to overstaffing during the test period.  Could I ask you to turn to page 39 of the compendium?


MS. CARMICHAEL:  I am there.


MR. MILLAR:  These are two charts that were prepared -- actually, one is directly from the evidence.  The second chart is from JT2.33, so this is material that's already in the evidence.  We have just put them together on a page.


I think what we discussed with the previous panel was that OPG is indeed shedding an awful lot of jobs from the nuclear business over the 2010 to 2015 period.  I think the number was something like 1,100; do you recall that?  Or are you familiar with that?  It's a whole lot.


MS. CARMICHAEL:  It's a lot, yes, and nuclear, being one of the largest units, would be a major component.


MR. MILLAR:  And in fact, if you look at the second chart there, you have been actually very successful over the past few years in your goal of shedding staff.  But if I look -- again, I am looking at the second chart at the line sort of about halfway down that says "total for regulatory and non" -- sorry, "regulated and non-regulated"?


MS. CARMICHAEL:  It's actually "regular versus non-regular" --


MR. MILLAR:  I'm sorry, "regular versus non-regular".  And you see the vast bulk of the staff shedding, if I can put it that way, occurs between 2010 and 2013; is that fair?  You go from 9,320 FTEs to 8,464?


MS. CARMICHAEL:  Yes, I see those two numbers.


MR. MILLAR:  And then it looks like for 2014 you actually go up a bit, and then down again in 2015.  Is that what this table is showing?


MS. CARMICHAEL:  2014 numbers look like they are below 2013 actuals.  8,443 versus 8,354.


MR. MILLAR:  Oh, I am sorry, I am looking at -- yes, you are right, we should be using that -- we should be using that.  I was looking at the total -- sorry, I am looking at the total under "FTE".  You are looking under "head count".  And FTE is --


MS. CARMICHAEL:  Oh, sorry.


MR. MILLAR:  -- FTE is what Goodnight uses; is that right?


MS. CARMICHAEL:  Yes, they do use --


MR. MILLAR:  Okay.  I'm sorry for the confusion.  So I was looking at the total under "FTEs".


MS. CARMICHAEL:  Yes, I see that.  But you do have to take out -- you do have to look at the line called "DRP and new nuclear" --


MR. MILLAR:  That's right, Darlington.


MS. CARMICHAEL:  -- because they're -- that is the major -- there is a major increase in that area.  It goes from 200 FTEs to 564, and that is -- that's due to the ramp-up of the Darlington refurbishment project.


MR. MILLAR:  Right.  But then it's down to 276 again in 2015?


MS. CARMICHAEL:  Yeah, you -- that's what the numbers show.  You would have to most likely ask the refurb panel that will be up later.


MR. MILLAR:  I guess my point was most of the 1,100 positions you are looking to shed -- I know that's -- I know it gets a bit confused between head count and FTE, so take that only as a ballpark number -- most of that has already happened; is that fair?


MS. CARMICHAEL:  Well, we are also shedding in the nuclear corporate support groups, so we expect to eliminate another 200 FTEs in that area.  That is going from 1,910 to 1,714, so those are -- those are -- many of those were transferred from nuclear to corporate groups through business transformation, so we still consider business transformation to include all groups.  And so you will see a reduction in those areas as well.


MR. MILLAR:  I guess I was focusing on the totals, but that's a fair comment, so thank you for that.


MS. CARMICHAEL:  Yeah.  I mean, the totals include Darlington refurb, so it's very difficult to say -- you can't really include those numbers when you are looking at the trends.


MR. MILLAR:  The number of people you hire, that's something that's entirely within the control of OPG's management?  I guess I shouldn't say it's entirely in your control.  I know there are safety requirements, et cetera, but generally speaking that's management's role?


MS. CARMICHAEL:  We do -- it is our role to ensure that we hire as required for -- particularly for critical job families and minimum complement rules that we are regulated by.


MR. MILLAR:  One of the things that we have been discussing over the past few days is, you are seeking to reduce head count or FTEs through attrition, and I think what I have heard is that that works generally, but there are some limitations on that, because you don't know when people are going to leave, and they might not leave in the units where you are overstaffed.  Does that fairly characterize it?


MS. CARMICHAEL:  That would be fair.


MR. MILLAR:  Okay.  But that doesn't apply at the hiring level, right?  When hiring -- you get to choose who and when you hire.


MS. CARMICHAEL:  We whose who we hire, yes.


MR. MILLAR:  Okay.


MS. CARMICHAEL:  What groups we would hire in or what functions.


MR. MILLAR:  With the 2013 results, the 8 percent overstaffing as shown by Goodnight -- and that equated to 430 employees -- just to be clear, that's 430 employees --


MS. CARMICHAEL:  FTEs.


MR. MILLAR:  Pardon me, you are right, FTEs, but that's compare on the 5,574 that they were actually able to benchmark?


MS. CARMICHAEL:  That is the comparison, yes.


MR. MILLAR:  Okay.  So the study reached no conclusion with respect to overstaffing on the other 2,100 employees, because they didn't have appropriate benchmarks?


MS. CARMICHAEL:  They did not benchmark those groups; that's correct.  They couldn't benchmark them.


MR. MILLAR:  If we were to associate a revenue requirement number, a ballpark number, with 460 employees, can you give us a guess as to what that would be?


MS. CARMICHAEL:  I'm sorry, could you repeat that question?


MR. MILLAR:  If you were to associate a revenue requirement number with 460 employees, I know it would have to be a bit rough, because you don't know exactly what each employee is paid, but could you give us a ballpark number there?


MS. CARMICHAEL:  I believe we were asked to do a general quantification of our overstaffed areas in one of our undertakings.  However, we also have areas that are significantly under benchmark, so the calculation is in that undertaking.  I can try to find that for you.


MR. MILLAR:  I hope it's not a Staff one.


MS. CARMICHAEL:  No, it's not.  It was a...  And that was a very high-level estimate.


Goodnight variances quantified is, I believe, SEC 95.


MR. MILLAR:  And can you just tell me what the number is?


MS. CARMICHAEL:  It's issue 64, SEC 95.  That's --


MR. MILLAR:  Sorry, I meant the conclusion.  What is the answer?


MS. CARMICHAEL:  Oh, let me pull that up for you.  So the cumulative number -- we were asked to look at representation, management, society, PW, and give a general idea of what we thought it would total to, and our total is showing 61 million for 430 FTEs.


MR. MILLAR:  Sorry, for, did you say 630 or 400?


MS. CARMICHAEL:  61 million.


MR. MILLAR:  Okay.


MS. CARMICHAEL:  It's on Attachment 1.


MR. MILLAR:  That's very helpful.  I won't trouble you with that now.  I should have seen that in my review, so thank you for that.


I am going to move on to my last area now, which I hope won't take very long.  It's just a couple of questions about the nuclear production forecast.  Could I ask you to turn to page 40 of the Staff compendium.  This is the N1 -- the update that you provided some time ago, and if we look at the production forecast, the generation terawatt-hours for Darlington, there is a variance of 1.6 terawatt-hours; do you see that?


MS. SWAMI:  Yes.


MR. MILLAR:  And I wanted to get a handle on -- maybe you could turn to page 41 now of the Staff compendium.  It's an interrogatory question from my friend Mr. Stephenson, PWU number 10.


He had some questions about what portion of that 1.6 terawatt-hours was -- first of all, let me back up a step.  One of the reasons the production forecast fell in the update is because you are proposing to move the vacuum building outage; do I have that right?  You are moving it up six years to be -- to do it in conjunction with the station containment outage?


MS. SWAMI:  That's not --


MR. MILLAR:  Okay.


MS. SWAMI:  That's not the ration -- sort of -- if I could go back to the change in this N1, tab 1, schedule 1.  So when we looked at the work that was going to be required in the vacuum building outage that was scheduled for 2015, we recognized that there was very complex work that needed to be done.  We had looked at what the critical path was for that outage, and it went through some additional scope that needed to be completed as we identified through our life cycle management plan.  And so with that we recognized the need to ensure that there was sufficient outage days recognized in the plan, and that's part of what drove this change to the production forecast.


MR. MILLAR:  Maybe I can ask this in a simpler way, because there was a brief discussion on this yesterday, and I am not quite sure I got it.  But can you tell me, of the 1.6 terawatt-hours, what would that number be if you were not moving the vacuum building outage up to 2015?  In other words, what increment is associated with the vacuum building outage?


MS. SWAMI:  I think there might be somewhat of some confusion about this issue, because we do talk about the station containment outage would, if we were doing a traditional station containment outage, would be shorter, but in this particular outage, the length of the outage is determined by the critical path scope.  And we looked at the scope of what was required to be done during this outage, and that scope was driven by the emergency water system work that we needed to do.  This is replacing piping that came through our life-cycle management plan.  And through inspections, we realized we needed to do significant replacement of that piping.


Very difficult to access piping.  It's buried piping.  It's about 230 metres.  And if you think of that, that's about two and a half soccer fields long, so that's a fairly significant piece of work.


That work takes place, and then we have another part of the critical path outage, of that outage, which is emergency coolant injection valve replacement.  Again, fairly significant work evolution.


And so that determines the length of the outage.  It's not determined by it's an STO or a VBO; it's determined by what is the work that needs to be done during that period of time.


So when you look at that, that work was required to be done in 2015, and so by combining the two you are not adding that amount by adding the VBO.  You are looking at what the work has to do.


MR. MILLAR:  Let me ask it a different way.  Imagine you were not doing the vacuum building outage in 2015.  Would that number still be minus 1.6 terawatt-hours?


MS. SWAMI:  We believe that is the case.


MR. MILLAR:  So there is no impact of doing the vacuum building outage in 2015?


MS. WAMI:  There is more work to be done during that time, but it doesn't affect the length of the outage.


MR. MILLAR:  Your costs may be higher, but your production forecast is unaffected?


MS. SWAMI:  That's correct.  There is more work to be done.


MR. MILLAR:  Okay.  Thank you.


Just quickly, you do need approval still from the Canadian Nuclear Safety Commission to move up the schedule of a vacuum building outage?


MS. SWAMI:  Again, I have good news on that.


MR. MILLAR:  Ah.


MS. SWAMI:  We do have that approval.  So after this particular outage, we will move to the 12-year outage schedule that I have talked about for the vacuum building outage.  So we will no longer have that six-year, four-unit outage in future at Darlington.  So that –-


MR. MILLAR:  When did you get the approval?


MS. SWAMI:  It was in May.


MR. MILLAR:  May of this year?


MS. SWAMI:  Yes, I believe.  I don't have the precise date.


MR. MILLAR:  May is close enough.  Thanks.  Thank you very much, panel.  Those are my questions.


MS. HARE:  Now, typically, the Panel asks questions at the end, but just on that approval that you just received, were there conditions attached?


MS. SWAMI:  The only condition would be to perform the maintenance on an ongoing basis.  So we have requirements to perform inspections during the vacuum building outage.  Those types of things would continue to be conditions that we must fulfil.  So again, it's covered in our life-cycle management plan.  We would just embed those into ongoing work.


MS. HARE:  So you would say that's routine?


MS. SWAMI:  Yes.


MS. HARE:  Thank you.


Mr. Stephenson, you are up next.  Would you like to start?


MR. STEPHENSON:  Thank you, Madam Chair.  Sorry, what time would you like to break now?


MS. HARE:  We would like to break around 11:00, but if there is a more natural break before that, we are good with that.  Or a little bit later.


MR. STEPHENSON:  We will see how it goes.  Thank you.
Cross-Examination by Mr. Stephenson:


MR. STEPHENSON:  Good morning, panel.  My name is Richard Stephenson.  I am counsel for the Power Workers' Union.


I wanted to start with something which I hope is just a housekeeping matter.


There has been reference made yesterday by Mr. Poch, among others, about the to-ing and fro-ing with the OPA that his client is having.  And earlier in this proceeding, the OPA sent a letter dated June the 9th, 2014 to the Board.  And I am not sure that that document has been actually made an exhibit in the proceeding as yet, and I thought that it probably should be made an exhibit.  And I have given copies of it to Ms. Binette, and I am hoping that we can do that now.


MR. MILLAR:  Exhibit K6.1.  It's the OPA letter dated June 9th, 2014.

EXHIBIT NO. K6.1:  OPA LETTER DATED JUNE 9, 2014.


MR. STEPHENSON:  Thank you.   Panel, I just wanted, first, to take you to the KPMG report, and in particular to Exhibit K3.2.  And I just wanted to get -- I asked some questions of panel 1 about this and they referred me to you, and so I want to follow up about it.


MS. CARMICHAEL:  Could you -- sorry, but could you give us the name of the report?  They were filed late and we don't have the...
MR. STEPHENSON:  Yes.  It's the one called:  "Assessment of organizational and structural opportunities at OPG."

MS. CARMICHAEL:  Thank you.


MR. STEPHENSON:  And if I can get you to turn up -- this is the redacted version.  I don't need the other one.  If I can get you to turn up page 14, this is a chart that summarizes the incremental opportunities that KPMG identified.


I take it you will see there the largest item or opportunity that they identify, by far, was the supply chain opportunity; you see that?


MS. CARMICHAEL:  Yes.


MR. STEPHENSON:  And that accounts, on the base case, as a potential of 14 million out of a total of 14.8, so it's virtually all of it.  I just want to get an update from you as to where does that initiative or opportunity stand at OPG.


MS. CARMICHAEL:  So supply chain activities will be addressed by the corporate panel, which I believe is coming up next.  So I would ask that you refer that question to them.


I mean, generally, I know supply chain is looking -- had launched into initiatives, particularly around strategic sourcing, but I am not the expert.  So it's best to discuss that with them.


MR. STEPHENSON:  All righty.  Let me then ask you about one other item on this page, which is the only other one that has any savings associated with it, on the base case at least, which is the facilities maintenance item at the top of the chart; you see that?


MS. CARMICHAEL:  Yes, we do.


MR. STEPHENSON:  Okay.  And can you assist us as to what the status of that opportunity or initiative is at OPG at this stage?


MS. CARMICHAEL:  So -- excuse me.   So that's under facilities group, which, through business transformation, was moved from nuclear, which KPMG at that time, we were -- the facilities were in nuclear.  They moved to a central organization.


And they do have initiatives as well underway.  I am not familiar with any outsourcing initiatives, so again, it would probably be best to ask the corporate panel tomorrow.  Sorry about that.


MR. STEPHENSON:  Okay.  Zero for 2.  All right.  Thank you.  Next, if I can, I want to take you to the Auditor General's report, which I have somewhere.  And that is Exhibit KT2.4.  Have you got that?


MS. CARMICHAEL:  Yes, I have.


MR. STEPHENSON:  Okay.  And I just want to take you to page 160, and in particular figure 5.


MS. CARMICHAEL:  I see that.


MR. STEPHENSON:  Okay.  And am I right that this is a high-level, somewhat simplified version of the Goodnight benchmarking results?


MS. CARMICHAEL:  It is.  It -- the Auditor General reviewed the Goodnight report, and for, I guess, simplicity purposes grouped some of the 43 functional groups together and provided this chart.


MR. STEPHENSON:  Okay.  And I just want to identify -- I want to focus for a moment on the under-complement areas that are identified in the chart.


And to my reading, it looks like at least four of them would be -- could fairly be characterized as safety-related.  And in particular, I am looking at the one called "Nuclear safety review," the one called "Emergency planning," the one called "Decontamination of radioactive waste", and the one called "Radiation protection/HP applied."  Is that fair that at least those four could be fairly characterized as safety-related?


MS. CARMICHAEL:  That would be fair.


MR. STEPHENSON:  And so you were under complement in 2011 in these areas relative to the median, and you remained under complement relative to the median in 2013, and the question I have for you is, isn't that a concern for OPG that in safety-related areas you were persistently under complement?


MS. SWAMI:  So I think to try and answer that question I need to go into the specifics a little bit of each one of these areas, if that's okay?


MR. STEPHENSON:  Sure.


MS. SWAMI:  So first of all, when I look at some of these things like nuclear safety review, that would be an engineering function.  That would be people that are doing analysis in the office, if you will.  They are not directly related to the -- specifically in the plant operating the facility, so it's a different type of safety function, if you will.


And as Ms. Carmichael described earlier, we have strategic hiring in some areas, and in fact, one of those areas is engineering, to make sure that we have sufficient engineering staff where we need them.


So this is what we would do.  So, yes, I appreciate the -- sort of the comment that we are concerned.  Yes, we are.  We make sure we are targeting our hiring in those areas.


If I look to the one at the very end, which is the radiation protection and health physics applied, so in Canada we have a different way of managing our radiation protection in the plant.  We train our staff to be able to protect themselves, if you will.  So we train them to a high level of rigour in radiation protection skills.


So in comparison to a benchmark in a U.S. utility, they don't do that same kind of training program that we have.  So they would have more radiation protection staff in the applied area that actually are there to provide protection.


So that's their sole function, whereas what we do is we train our staff to be able to do the maintenance as well as look after their particular functions -- their radiation protection.


So these benchmarks are a little -- you have to sort of get into the details of them to make sure we have the right numbers.


MR. STEPHENSON:  Sure, and I accept that, and maybe if I can just stop you right there.  Two questions.  One is:  This radiation protection function, is that -- what you indicated as being under complement relative to the median, is that the same function that you were benchmarked by Scott Madden as being over complement on in the Scott Madden report?


MS. SWAMI:  It's similar, yes.


MR. STEPHENSON:  And how do you reconcile being both over complement and under complement at the same time in the same function?


MS. CARMICHAEL:  So let me just go back to Scott Madden.  I believe that was in the Phase 2 report.


MR. STEPHENSON:  Yes.


MS. CARMICHAEL:  And Scott Madden was assisting us with the methodology of looking and digging into our sort of cost drivers, and what they did was, they said, as an example, you could take a group and look at efficiencies and try to restructure and come up with a certain organizational structure and compare it to some other utilities, but they didn't really look at the detail.  They were just kind of giving us an idea of how to go about looking at staffing-level benchmarks.


So what we did was then we said, okay, if we are really going to do this, then we have to look at the details behind each of these groups, the different processes, and not just say -- take an org structure and kind of throw it together and come up with some efficiencies.


So that is what we are doing with the Goodnight results.  We are looking at each group, as Ms. Swami said, individually, looking at the processes, looking at where we are different, and now coming up with, are we truly under benchmark?  Maybe we are, but that's okay, because we have a different process.  Are we over benchmark?  There may be areas that, yes, we need to definitely improve upon, but there may be a process issue or some sort of regulatory issue that is driving our levels to be different than the benchmark which are PWRs.

MR. STEPHENSON:  And that was actually going to be my second question, and I think you have started it already, which is this:  Am I right that, while you have indicated before and today that you accept the Goodnight report as being a valid analysis, you don't necessarily accept that the median benchmark number for any particular job function is in fact the right number for OPG.  It may well be that in that -- within that particular function you have got certain specific issues that would drive the correct number, the ideal number for you, either somewhat higher or somewhat lower than the benchmark; is that fair?


MS. CARMICHAEL:  Yes.  Because a benchmark is just a benchmark.  There is no one company that has exactly those numbers.  It is a bunch of companies put together and a median number come up with.


And so what we have to do is look at how far we are off the benchmark, figure out -- sort of the devil is in the detail here -- figure out why we are different and look at, is there opportunity for improvement?  Absolutely, there is, and we will be doing that, but there is also reasons behind being different from the benchmark, which we would accept as plausible, and we would, you know, continue to be either under benchmark or over benchmark in these certain areas if there is a valid reason.


MR. STEPHENSON:  So then just again dealing with the ones that are under the median complement, is the reason why you -- Mr. Millar asked you, and you provided the answer that hiring people is management's prerogative.  There is no constraint on hiring people per se, and, you know, if we look at why you are persistently under complement in some of these areas, is it because you have been unable to find the right people, or is it because you have concluded that in these particular functional areas the right number for OPG isn't in fact the median against the benchmark but in fact some lower number?


MS. CARMICHAEL:  Well, as Ms. Swami discussed, like, in radiation protection, we have a different process of radiation protection and HP applied methodologies in our organization, so we would definitely look at that, look at the reasons behind, and say, yes, we should be below the benchmark, and we will continue to be below benchmark, because that makes sense for how we operate our business, and it meets all the regulatory requirements, and we have safe operations, and so we look at all of that when we determine whether we are going to hire or not.


MR. STEPHENSON:  I take it that the same logic applies with respect to the over benchmark functions.


MS. CARMICHAEL:  That is true.


MR. STEPHENSON:  That with respect to some of those over-benchmark functions you accept that you may have too many bodies in that area, but I take it you also will say, Well, actually, for us here at OPG the right number is in fact a number which is higher than the benchmark.

MS. CARMICHAEL:  That would be true as well.  I can give you a couple of maybe examples, just look at budget and finance, since I am budget and finance for nuclear, you know, I took particular interest in that, and in those numbers you find that they quantify the -- what we consider human resources FTEs that actually process payroll, and in the benchmarks you can find a lot of these payroll-processing individuals to be not in-house but offshore.


So in this case we may look at that and have a reason for why in the budget finance category we may be over benchmark, and as part of our corporate policy or shareholder policy maintain those -- that function in-house.


So those are things we are looking at right now as we go through the Goodnight reports and looking at the details and the different processes we have and looking at what the benchmark processes are as well.


So we believe these are benchmarks.  It doesn't mean we are over- or understaffed, though that is what the Auditor General wording says.  We believe these are benchmarks, and we will look at each one and determine if we are truly overstaffed or understaffed and mitigate those through attrition or hiring or whatever, whatever side of that spectrum it's on.


MR. STEPHENSON:  Now, Ms. Swami, to be fair to you, I did cut you off, and there was two other ones, and I don't know whether or not there is anything further we need to cover on that.


MS. SWAMI:  No, I don't think there is any need to go into it.  I think we have covered it all.


MR. STEPHENSON:  I want to drill down a little bit further into this Goodnight benchmarking study, and I am hoping I can get -– there's two documents I would like you to pull up and have them available simultaneously for me.


One of them is JT2.10, and there was an updated version of that that came out on June 11.  This is the one that shows the planned -- the forecast departures in terms of headcount.


And the second document I'd ask you to have handy is a document you referred to a little earlier, which is attachment 1 to Exhibit L, tab 6.4, schedule 17, which is the over-complement/under-complement chart.


MS. CARMICHAEL:  Can you say that reference again, please, the last one?


MR. STEPHENSON:  This is the very document you referred Mr. Millar to, the big spreadsheet.  It's Exhibit L, tab 6.4, schedule 17, SEC 95, attachment 1.  And if I can start with that attachment 1 document --


MS. CARMICHAEL:  Of SEC 95? 


MR. STEPHENSON:  Yes.


MS. CARMICHAEL:  Yes.


MR. STEPHENSON:  Okay.  And let's start by -- this document reflects, as I understand it, the status quo as best OPG could put together as at February 2013, which was the date of the Goodnight report?


MS. CARMICHAEL:  Yes, the last report. 


MR. STEPHENSON:  Okay.  And you will see there that the aggregate over-complement number you have got in the document is 430; you see that? 


MS. CARMICHAEL:  I do, yes.


MR. STEPHENSON:  Okay.  We now know that's been corrected, right?


MS. CARMICHAEL:  Yes.


MR. STEPHENSON:  The number is now -- that number should be 394?


MS. CARMICHAEL:  Yes, that's correct.  We filed an updated Goodnight report for that.


MR. STEPHENSON:  Okay.  So we can change that number. 


And presumably, that would, then, directly impact on the $61 million number as well? 


MS. CARMICHAEL:  That would be correct. 


MR. STEPHENSON:  Okay.  I take it there is -- it's difficult to figure out exactly the dollar value associated with any particular change in headcount, because there's different dollars associated with different heads, so to speak, but if we did that on a straight-line basis, and assuming that, if that's about a $5 million decrease in the $61 million number, it takes it down to 56 million; is that fair?


MS. CARMICHAEL:  Seems reasonable, yes.


MR. STEPHENSON:  So that's the situation as it stood in February 2013.  So if we are now looking at the test period -- let's put it this way -- at the beginning of the test period, January 1, 2014 -- or let's use that date anyway.  I forget about when the start of this is.


It's fair to say you would anticipate that that 394 number would in fact be lower; fair? 


MS. CARMICHAEL:  We would, yes. 


MR. STEPHENSON:  And if we go back to JT2.10, which was the other document I referred you to --


MS. CARMICHAEL:  Yes.


MR. STEPHENSON:  -- your headcount reduction in 2013 was 216; you see that? 


MS. CARMICHAEL:  I see that at the top, yes.


MR. STEPHENSON:  And I appreciate that's across all of the regulated business, so there's -- that's the 7,000 number, as opposed to the 5,000 number that Goodnight dealt with, right?  Because they were only dealing with a subset?


MS. CARMICHAEL:  Yeah.  I am actually -- this isn't our evidence, I believe.  Can we go to the bottom of the sheet?  I am just trying to understand -- I think this is at a corporate level, not just a nuclear.


Oh, it's a JT so it won't have -- but I believe it is on a corporate level, so yes.


MR. STEPHENSON:  Let's put it this way.  I mean, we know that the vast majority of people are in nuclear anyway, so it's a --


MS. CARMICHAEL:  Absolutely.


MR. STEPHENSON:  But what I am getting at is some portion of that 216 is very likely coming out of the 5,000 Goodnight benchmark number; fair? 


MS. CARMICHAEL:  That is fair.


MR. STEPHENSON:  And so, again, proportionally, you would expect that 394 number to be lower by some number? 


MS. CARMICHAEL:  Yes, we would.


MR. STEPHENSON:  And is there -- can you assist us at all in terms of what that -- what you would expect that number to be?  Or is that just -- you just can't help us? 


MS. CARMICHAEL:  Well, I believe Mr. Millar asked us earlier and we have put in evidence that we do believe that the benchmark gap with regards to the Goodnight study would be almost probably eliminated over -- by the end of 2015.


However, again, you know, where attrition occurs may not be where we need it.  And we want to operate safely and make sure we have the right level of critical employees.  So there may be a bit of hiring requirements, and so...


MR. STEPHENSON:  I hear you on that.  And that's -- this is exactly what I want to explore a little bit, to try to quantify, to the extent that we can do it fairly, where you are actually going to be at.


So what I took from your conversation with Mr. Millar was that by December 31, 2015, you expect that headcount, that FTE headcount number, which was 394 in February of 2013, to approach zero.  Maybe not quite zero, but it's a low number; correct?


MS. CARMICHAEL:  It would be a significant improvement we are expecting.


MR. STEPHENSON:  So what I am trying to get at is I want to know what the -- if the December 31, 2015 number is low, a small number, I wanted to try to figure out what the January 1, 2014 number was, so we could -- and assuming that there was a sort of a straight-line decrease over the span of 24 months, we could all sort of figure out what the average number would have been through the test period.  That is what I am getting at.


Do you understand my issue? 


MS. CARMICHAEL:  Yes.


MR. STEPHENSON:  And I appreciate I am not asking you to answer it right here.


MS. CARMICHAEL:  Sure.


MR. STEPHENSON:  Okay?  My question I have for you is:  If I asked you, by way of undertaking, to try to figure out what the FTE over-complement number was, as a best estimate as of January 1, 2014, whether you could do that.


MS. CARMICHAEL:  Are you -- let me just clarify.  Are you asking us, based on the Goodnight benchmarks, to attempt to determine where we were at January 2014? 


MR. STEPHENSON:  That's right.  We know it's a number lower than 394.  We just don't know how much lower.  And that is what I want to try to find out.


MS. CARMICHAEL:  We would be able to undertake that.


MR. STEPHENSON:  And then the second thing –- oh, can I get a number for that?  Thank you.


MR. MILLAR:  J6.1. 

UNDERTAKING NO. J6.1:  TO PROVIDE BEST ESTIMATE FOR THE FTE OVER-COMPLEMENT NUMBER AS OF JANUARY 1, 2014.  


MS. CARMICHAEL:  But I just wanted to -- we would undertake it.  I am not sure at the time -- timing of it, it wouldn't be in a week, most likely.  It would take us a little time to make sure we could get the functions and everything reviewed and looked at, and submit something.


MR. KEIZER:  Can we actually just assess over the break how long it will take us?


MS. HARE:  Yes, please.


MR. KEIZER:  And then we can get back to you?


MS. HARE:  Yes.  And then Mr. Stephenson can also assess how important that is to get that information.


MR. KEIZER:  Thank you.


MR. STEPHENSON:  I think it's pretty critical, frankly, but...


MS. HARE:  That's fine.


MR. STEPHENSON:  Just on this area before the break, just quickly, is it fair to assume that if your over-complement numbers are declining from January 1, 2014 to December 31, 2015, that that happens on a -- broadly speaking, a straight-line basis?  That people are leaving, you know, on a somewhat regular basis? 


MS. CARMICHAEL:  So we actually have a business plan where we plan for departures.  And the model we use is that there is a straight-line attrition level that happens.  So on our -- from a business planning perspective, we do plan that it's on some sort of straight-line glide path.

What we see in reality is that it doesn't happen throughout the months like that every month, but in general that's how we plan.


MR. STEPHENSON:  Okay.  I think this is an appropriate time for a break.


MS. HARE:  Yes, I think Board Member Duff has a question.


MS. DUFF:  Just regarding that last undertaking request, Mr. Stephenson requested January 1st, 2014.  Wouldn't you have Q1 available?  I mean, what do you do on an annual versus quarterly basis that -- if you are going to go to that exercise why wouldn't we take advantage of --


MS. CARMICHAEL:  We actually are looking at updating the Goodnight report again, and they wouldn't be doing that on a quarterly basis.  That would be very cost-prohibitive.  So we are looking at, just like we do all our benchmarking, to sort of regulize (sic) that report, and so we are looking at an update.  I am just trying to understand when that update is available, and would be able to tell you that after the break, but we wouldn't likely do that on a quarterly basis.  Just, if you give me a minute I will find out what the exact date is.


Okay.  So they are going to be looking at the data from March 31st, 2014, so it will be first quarter.


MS. DUFF:  But the request that he is asking you to do would be your own numbers, just everything else being equal, that I understood it.


MS. CARMICHAEL:  No.  Well, actually we would probably provide the updated report on the 2014 -- March 31st, 2014 if we could get it, or a draft in a short enough time frame.  So they are working on it.  I just don't know -- we are going to talk at break to see how far along they are.  And that would probably give you the most up-to-date information, if that's acceptable, the March 31st numbers?


MR. KEIZER:  Well, we will investigate at the break as to what we can provide.


MS. DUFF:  Thank you.


MS. HARE:  Okay.  Thank you.


Okay.  We will take a break until 11:20.


--- Recess taken at 11:01 a.m.


--- On resuming at 11:26 a.m.


MS. HARE:  Please be seated. 


Mr. Stephenson, if you could continue, please.


MR. STEPHENSON:  Thank you.


Just a little more on the Goodnight report and issues related to that.


One thing that occurred to me -- I know you are going to try to do some work and you're going to report back to us about one of the questions I had previously, but there was different approach that I was thinking about that might make this slightly simpler.  And I just want to find out from you whether you think that this is valid.


And that is this:  If we -- we know the February 2013 number at 394, and let's assume that you are, in fact, successful at grinding that number down to zero by December 31, 2015.


Isn't it reasonable -- and you have said, for at least your business planning purposes, you assume departures on a straight-line basis.


Can't we just do some relatively simple arithmetic to get at least a reasonable proxy of where you are likely to be at any point in time?  If we sort of say it's 35 months -- or 34 months from February 2013 to the December 31, 2014, and you have got 394 people, and we simply divide that number and come up with an average monthly departure, and that will tell you -- it will provide a reasonable proxy of where you are likely to be against the benchmark at any point in time in between?  Is that a fair, rough and ready analysis? 


MS. CARMICHAEL:  It's not a ready analysis but it's -- and it is probably rough, but...


Yes, it would seem reasonable, considering that our business plan is based on a straight-line basis, and we do expect to be close to the benchmark by the end of 2015.


So, I mean, yes, it would be a very rough analysis that could be done.


MR. STEPHENSON:  The one last point on this issue is the following, and that is -- of course the second moving part in this analysis -- the first moving part being what your complement levels look like -- the second moving part, of course, is what the benchmark looks like, because that's not a static thing either.

MS. CARMICHAEL:  That is correct. 


MR. STEPHENSON:  And I take it you may be able to provide us with a little bit of an update on that issue?  That was the thing you were beginning to look into? 


MS. CARMICHAEL:  Yes.  We will be updating on where the benchmark is going.  In the last update, we did see the benchmark increase by -- I believe it was 1.3 percent.


So the industry is increasing in their FTE requirements; we have seen that across the industry.  And so I believe we do -- we are looking at trying to get that information as well. 


MR. STEPHENSON:  And when you just talked about the update, is that -- are you talking about the difference between the 2011 report and the 2013 report?  Or a more subsequent one?


MS. CARMICHAEL:  No, we're -- we are looking at an update at March 31st, 2014 and where we stand against the benchmark.  So what that 3 -- I think it was 396 number or 94 number is going to look like, what it looked like as of March 31st, 2014.  And that is taking into consideration our FTE reductions and any changes in the industry.


MR. STEPHENSON:  So just if I understand that right, if there is a 1 percent increase in the benchmark number --


MS. CARMICHAEL:  The gap would be smaller.


MR. STEPHENSON:  Well, that is 50 bodies on a 5,000 --


MS. CARMICHAEL:  That seems reasonable.


MR. STEPHENSON:  -- group?  Okay.  All right.  Thank you.  I think that's all I can get for now on that.


The last item I just wanted to deal with is this Pickering continued operations issue.  And when I use the term "continued operations" I mean it in the sense that Mr. Poch was using it yesterday, which means, like, shutting it down, some part of Pickering, and not allowing any recovery for the associated running costs of some part of Pickering for some part of the test period.  That -- you recall that discussion with Mr. Poch yesterday?


MS. SWAMI:  Yes.


MR. STEPHENSON:  And I just want to make sure that I understand -- sorry, I realize there was one other item I have to cover off about benchmarking before I get to Pickering.


You had a discussion with Mr. Millar about the non -- the 2,000 or so persons that are not covered by the Goodnight report; do you recall that discussion?


MS. CARMICHAEL:  Yes.  That were excluded from the benchmarking.


MR. STEPHENSON:  And they were excluded, as I understand it, because Goodnight felt that there was no valid benchmark that they could assemble for that cohort of people; fair? 


MS. CARMICHAEL:  Yes.


MR. STEPHENSON:  And the question I have for you is this:  Do you agree with me that there is no valid basis for anybody to attempt to extrapolate OPG's performance with respect to the benchmarked people, and to extend that analysis out to the non-benchmarked group?


MS. CARMICHAEL:  I would agree with that analysis.  You can't just take a percentage and say the rest of the organization is over-benchmarked by that amount, because these groups are very unique in nature.  One group is inspection maintenance, the other group's nuclear waste management, and so you can't -- we feel it would be totally inappropriate to just do that extrapolation. 


That doesn't mean that we don't constantly look at where we can improve or if we can improve, but we do feel it would be inappropriate to extrapolate.


MR. STEPHENSON:  All right.  Back to you, Ms. Swami. 


What I want to try to understand on this concept of shutting part of Pickering down -- and I don't know exactly what part is up for discussion, and I don't think I need to know -- I just need to understand directionally what the alternate universe looks like, from the perspective of this case and the setting of payment amounts. 


So if the Board were to conclude -- and I don't want to get into a debate about this, just to be clear -- if they were to conclude that Mr. Poch is right in some respects and some part of Pickering should be shut down as soon as possible –- okay?  Let's assume that the Board accepted that proposition.  And secondly, I want you to assume that OPG heard the Board, and then, you know, was going to do everything in its power to, in fact, do exactly what the Board says is the reasonable thing to do.


And I just want to understand what that universe looks like, both on the ground and from a perspective of setting payment amounts.  I am not asking you to put dollars on anything; I just want to understand this at a high level. 


Am I right that the first issue about all that, if OPG was contemplating shutting down some or all of Pickering in the short term, is you need to find out whether or not the IESO would let you do it?  Because I take it, you know, it will have a system impact issue?


MS. SWAMI:  I would agree with that. 


MR. STEPHENSON:  And I take it there is also going to be some CNSC issues about what they'll let you do in the short term?  You would have to get some form of approvals of some kind?


MS. SWAMI:  The CNSC would not necessarily need to approve the shut-down, if you would, but whatever the configuration would be, we would need to demonstrate to the commission that we were still operating the remaining units if -- under this scenario in a safe manner.


So I can give you an example of that.


MR. STEPHENSON:  I know there is the issue about the relationship between A and B and all that.  You know, you can't run...


MS. SWAMI:  I was going to give you a very specific example.


MR. STEPHENSON:  Okay.


MS. SWAMI:  So for instance, our vacuum building operation, which is common -- a common system unique in a multi-unit situation, is actually operated from the Pickering A control room.  So if we said we are going to shut down those two units and operate Pickering 5 to 8 alone, we would have to go through a major change to the operation at Pickering A so that we could make that effective for Pickering B.  So because of that tie, it's not so simple, and that's where the commission would be very interested and how would we operate safely.


MR. STEPHENSON:  And I take it then that at least some portion, and maybe some very significant portion, of your labour expense associated with the operation of, say, Pickering A is not shed-able in any -- in the short term.  You cannot get rid of those costs.


MS. SWAMI:  So we would have labour agreements that we would have to respect, and so from that perspective you are correct.  Or we would have to change those labour agreements, and of course that would be costly.


MR. STEPHENSON:  And you would have, I take it -- it would impact on your fuel inventory issues.  You would have some surplus fuel, I take it, which may get used in the other units, I suppose, over time?


MS. SWAMI:  I believe that it would just be carrying costs, but nonetheless, that would have to be dealt with.


MR. STEPHENSON:  Okay.  All right.  I take it this would have some implications under the Ontario Nuclear Funds Agreement.


MS. SWAMI:  That is correct.


MR. STEPHENSON:  I take it that that would mean that there would be some cost recognition, costs would be imported into the test period that were not otherwise in the test period.


MS. SWAMI:  That's my understanding, yes.


MR. STEPHENSON:  And I take it there will be some accounting changes, in the sense that it will affect depreciation, for example.


MS. SWAMI:  That's correct.


MR. STEPHENSON:  And it will bring costs forward into the test period again that were not otherwise in the test period.


MS. SWAMI:  That's correct.


MR. STEPHENSON:  And it would also have the effect of decreasing your production forecast to the extent that whatever units aren't running, it would eliminate that production.


MS. SWAMI:  That's correct.


MR. STEPHENSON:  And that will directionally increase your payment amounts.


MS. SWAMI:  That's correct.


MR. STEPHENSON:  Have I missed any of the major items?  And I don't want to put you on the spot too much, but if there is something obvious I've missed, by all means.


MS. CARMICHAEL:  I would just like to say that when you talked about accounting issues we would have a significant write-down of our assets, as well as inventory, not only just fuel, but we have material inventory.


So it would be a fairly substantial amount of additional accounting treatments that would be required.


MR. STEPHENSON:  So just again at a high level directionally, at least talking about the test period now, am I right that most of the costs that you are seeking to recover in any event you would still have to seek to recover, even if they weren't operating, and there would be a whole panoply of additional costs you would be seeking to recover?


MS. SWAMI:  I think at a high level that's correct.  We would still have the costs of our employees that were there, but we would have additional costs associated with looking, as we've discussed just now, the severance, if there was a change to those contracts as an example, so, yes.


MR. STEPHENSON:  I think those are my questions, thank you very much.


MS. HARE:  Thank you, Mr. Stephenson.


Mr. Crocker, I believe you are next on behalf of AMPCO.


Cross-Examination by Mr. Crocker:

MR. CROCKER:   Thank you, Madam Chair.


Panel, my name is David Crocker, and I am cross-examining on behalf of the Association of Major Power Consumers in Ontario.


Just so that you know where we are coming from with respect to the first piece of our cross-examination, I want to pick up with something that was touched on by Mr. Millar, and that is your plan, OPG's plan, to move the vacuum building outage forward from 2021 to 2015.  I would like to review with you the impacts of that, particularly in light of what you have said yesterday and repeated this morning about the lifestyle management plan issues that are now associated with that as well.


If you could turn to the very last page of our compendium, this is a --


MR. MILLAR:  Mr. Crocker, I don't believe that's been identified as an exhibit yet.


MR. CROCKER:  The compendium?


MR. MILLAR:  Yes.  So I propose to mark it.


MR. CROCKER:  Okay.  Sorry, could you, please.


MR. MILLAR:  Yes, Exhibit K6.2, which is the AMPCO panel 4 compendium.


MR. CROCKER:  Thanks.  Thank you. 

EXHIBIT NO. K6.2:  AMPCO Cross-examination COMPENDIUM for panel 4

MR. CROCKER:  What I would like to see whether we could do is to fill in some of the missing information on that chart to see whether we can understand the impacts of moving the VBO forward; okay?


MS. SWAMI:  Okay.


MR. CROCKER:  On page 1 of the compendium I think we describe -- you describe what you are doing, and starting at line 5 toward the end you say:

"Station-wide four-unit station VBO is required by the regulator every 12 years and a station containment outage and SCO every six years.  An SCO also requires that four units be shut down but for shorter duration."


Stopping there, am I correct in assuming that the cost and the terawatt-hour impact of an SCO, a station containment outage, is less than the equivalent cost and terawatt-hour impact of a vacuum building outage?


MS. SWAMI:  So if I can start maybe with the second part of your question, which is the terawatt-hour impact.  And as we discussed this morning with Mr. Millar, the evidence here talks about the shorter duration of an SCO.  I think that is what you are referring to.  And when I talked about it this morning, when we actually looked at the scope for this particular outage that is planned in 2015 we recognized that the critical path for the outage was impacted by these two major components, if you will, or systems.  That was the emergency water system and the emergency coolant injection system --


MR. CROCKER:  Okay.  Let me just --


MS. SWAMI:  -- that drives the critical path.


MR. CROCKER:  Okay.  Let me just stop you there so that I understand.  That is what you've described yesterday in the transcript, and I am looking at the very bottom of page 92 of the transcript at line 28, the "lifestyle management plan".


MS. SWAMI:  I am sorry, if it's reported --


MR. CROCKER:  I'm sorry, "life cycle".


MS. SWAMI:  -- as "lifestyle", it's --


MR. CROCKER:  Sorry, "life cycle".


MS. SWAMI:  -- actually "life cycle".  

[Laughter]


MR. CROCKER:  Your life cycle, my lifestyle.


MS. SWAMI:  Perhaps.


MR. CROCKER:  Yes, life -- sorry, life cycle.


MS. SWAMI:  Yes, that's --


MR. CROCKER:  Correct?


MS. SWAMI:  -- correct.  So when we do a life-cycle management plan, that's -- what we do from an engineering perspective is we would do inspections to look at what the remaining life on a particular component could be, and this major work that we are talking about in this outage is this piping replacement.  I talked about that this morning with the buried piping.


Through an inspection program we realized we need to replace that, and this is the opportunity do that, and it needs to be done.  So it's not -- it's done during this window, because the configuration of the plant must be in the shutdown state in order to execute that work, so that's why it's in this outage, and this's what's driving the schedule, and that's what's driving the change in the production.


MR. CROCKER:  Okay.  I understand that.  And I understood that from your evidence this morning as well.


MS. SWAMI:  Yes.


MR. CROCKER:  But I still want to go back to see whether I could break this up and to unbundle this a little bit and break it into bits and pieces so we can understand the implications of moving this forward a bit more.


Just to answer my question, under different -- if you were just doing a VBO and an SCO, the SCO would be -- the station containment outage would be shorter and less impact on terawatt-hours than a vacuum building outage, wouldn't it?


MS. SWAMI:  So I have tried to answer that question by saying the scope of work, whether you call it a station containment outage or whether you call it a vacuum building outage, the critical path and your work on the critical path defines how long the outage is, so if the SCO -- I'm sorry, the station containment outage was the only thing we were doing in 2015, the length of the outage would remain the same.  This is just because we have to do this critical path work.


MR. CROCKER:  The length of the 2015 outage would stay the same, is what you are saying to me?


MS. SWAMI:  That's correct.


MR. CROCKER:  Okay.  Assume for the moment for the purpose of my question, and whether it's -- whether ultimately it's of any value or not, we can determine after the fact, but assume that you are not -- you are not doing the life-cycle management plan issues, and you were just doing a station containment outage, it would be shorter, would it not, than a vacuum building outage?


MS. SWAMI:  So you are asking me to speculate on changing the scope of work that's required to be completed.


MR. CROCKER:  Forget 2015.  Go back to 2009.


MS. SWAMI:  The scope of work was different.


MR. CROCKER:  I understand that, from what your evidence was this morning.


In 2009 -- and we will get to this in a second -- you did a vacuum building outage and a station containment outage in tandem, I think was the description you used?


MS. SWAMI:  In 2009?


MR. CROCKER:  Yes.


MS. SWAMI:  No.  The 2009 outage was not in tandem.


MR. CROCKER:  Okay.


MS. SWAMI:  Oh, sorry.  I am sorry.  Let me think about that before I answer.


MR. CROCKER:  Okay.


MS. SWAMI:  So what we do is every six years there would be a four-unit outage.  And so during that outage, we would do the required testing for a station containment outage every six years, and we would do the required work and the vacuum building outage every 12 years.


So that would be the difference.  So I apologize.


MR. CROCKER:  Okay.  The terawatt-hour impact of that station containment outage and its cost was less than the terawatt-hour impact and the cost of the vacuum building outage, was it not?


MS. SWAMI:  Yes.  There was a difference in the cost and the schedule, because the work is different in this outage versus the outage in 2009.


MR. CROKCER:  Okay.  Let's come back -- thank you.  That answers my question. 


Let's come back to this one, then.  The life-cycle management work that you are doing, that you describe, that you plan to do in 2015, not all of it, I understand from your evidence, would be required by the Canadian -- the CNSC, the Nuclear Safety Council, would it?


I am not suggesting you shouldn't do it, I am not suggesting it is right or wrong.  I am just suggesting it's not required by the regulator, is it?


MS. SWAMI:  So it's difficult to answer that question as well.  We are required to have life-cycle management plans for our major components, particularly safety systems and safety-related systems.  The CNSC expects us to execute those plans and perform the required maintenance within those plans.  So do they directly say:  You must do this scope of work?  I would not say yes to that, but there is certainly an expectation that we are maintaining our facility in a safe state.  And if we were not to execute a Life-cycle management component, they would step in and say:  Either do that or you could be shut down.


MR. CROCKER:  Once again -- and I am not suggesting that you shouldn't do the any of this, or that it's a not appropriate that you do any of this, but is it -- is the life-cycle management work that you have described, is it required to be done every six years or every 12 years or at any particular interval, the way the station containment outage and the vacuum building outage is required?


MS. SWAMI:  So a station containment outage or a vacuum building outage would require all four buildings to be shut down.  In order to do that, that is a fairly significant evolution; all four units have to be shut down, put into their safe state.  We then have to move into the maintenance activities.


So if we were to say we will look at this EWS -- I'm sorry, emergency water system piping, and we said:  Oh, no, maybe we could do that component in 2016 instead of 2015, we have requirements that we have to do in 2015.


So we would have to shut down in 2015, do that outage, which would likely be at least 100 days, if not more.  We would then have to shut down all four units again in 2016 and do that same thing, which is at least another 100-day outage, because of the time you have to shut down, get ready, do the work and start up again.


So parsing the work up into different years doesn't actually help the situation in terms of how much generation, because you are actually losing more generation through the startup and shutdown evolutions that you have to go through.


So in fact, it's more efficient to do as much work that needs to be done, when that is the configuration of the plant, at one time, and do that every 12 years.  That's the most efficient way of managing these outages.


MR. CROCKER:  Once again, I'm not -- in terms of trying to break this up, I didn't mean to suggest that you were doing the wrong thing.  I just wanted to understand more clearly the cost of doing the various pieces of what you propose to do.


If you go over the page to page 2, then, of the compendium, this is Board Staff Interrogatory 81 and your response.


If we look at the second paragraph of your response in (a), you say:

"In the 2014, '16 business plan, the VBO execution is 84.2 million, and the VBO preparatory work in 2014 is 11.8 million."


And let me stop there.  The total of that is 96 million; correct?


MS. CARMICHAEL:  That's correct.  It's a cumulative number.


MR. CROCKER:  That's my question.  You talk only about the VBO there.  Is that -- are you just talking about the VBO, or are you talking about the VBO and the SC -- and the station containment outage as well?  Are you talking about the life-cycle management plan work as well?


MS. CARMICHAEL:  What it is is it's the cost of that outage.  So whatever scope of work is being done during that outage, that is what that monies are going to cover.


MR. CROCKER:  So in answer to my question, it's the VBO and the SCO and the life-cycle management work?


MS. CARMICHAEL:  It's the cost of, yes, doing all of the scoped work.


MR. CROCKER:  Okay.  If we go over the page again, page 3, and I am just continuing -- this just continues the answer to Board Staff Interrogatory 81.  You say:

"The most recent completed VBO at Darlington was in 2009."


I am going to stop there.  When you refer to the "VBO" are you referring, again, to the -- just the vacuum building outage, or the -- all of the work that you did in 2009?


MS. SWAMI:  It's all of the work that was done in 2009.


MR. CROCKER:  Okay.


MS. CARMICHAEL:  In that specific outage.


MS. SWAMI:  Sorry, in that specific outage.


MR. CROCKER:  Right.  It was -- if you add the two numbers, the -- that is the preparatory work of 9 million and the actual cost of the work at 35.4 million, it's $44.4 million worth of work; correct?


MS. CARMICHAEL:  That's correct.


MR. CROCKER:  If we go back to the chart we did -- if I can call it a chart -- at page 19, on the basis of what you have just told me now, can we fill in the box for 2009 for the station containment outage, and for the station containment outage in 2015?  Can you do that?  Is that something that you could do, that you have a breakdown for?


MS. SWAMI:  So I think what I understand you are saying is to take the 44.4 million and split it between a station containment outage and a vacuum building outage in 2009?


MR. CROCKER:  Right.


MS. SWAMI:  I don't believe that we could do that because, as I mentioned, the scope of work was covered and the incremental cost of any one of those pieces of work, the inspection work that was required to be done, it's really the total cost of the outage and the work that was done inside it.


MR. CROCKER:  So when we presumed, when you said "vacuum building outage", that you meant vacuum building outage, as opposed to the total amount of work, we weren't correct.


MS. SWAMI:  That's the way I would describe it.  So I think it's -- you know, not to confuse this, I think it is confusing at Darlington, because they have these two different four-unit outages in the past.  It's going to be a lot simpler going forward, because we will only have a vacuum building outage every 12 years.


MR. CROCKER:  Okay.  Let's see whether we can do anything with the terawatt-hours.  If you go over to page 4 of the compendium, and we have reproduced AMPCO, our Interrogatory No. 30, you say at line 28 in response to the question -- and I am really only interested in the Darlington vacuum building outage in 2015, that there will be a total of 157 days or 3.31 terawatt-hours.  That would be the impact of the work that you are doing in 2015 or proposing to do in 2015?


MS. SWAMI:  That is the total for the vacuum building outage in 2015.


MR. CROCKER:  And once again, just so that I am clear, when you say "vacuum building outage" you mean all of the work that you propose.


MS. SWAMI:  That is correct.


MR. CROCKER:  Okay.  And then if we go over the page to AMPCO 32, and we talk about the 2014 and 2016 business plan, you say at line 17:

"39 additional planned outage days for VBO in 2015."


And so is the -- that's in addition to what you have said on the previous page of 3.31, I believe, is it not?


MS. SWAMI:  So, no, the total is the 3.31 terawatt-hours.  This is the breakout of the change.  So, no, the total is still 3.31, and the .83 is incorporated into that.


MR. CROCKER:  Okay.  All right.  I have a question then with respect on the next page to the -- to 2009, which -- the 2009 outage which I referred to earlier.  You say at line 14:

"Consequently, 2009 Darlington will require 100.3 additional outage days versus the 2008 planned, and produce 2.1 terawatt-hours less generation than the 2008 planned."


Do you see where I am?


MS. SWAMI:  Yes, I do.


MR. CROCKER:  So roughly speaking, 2.1 terawatt-hours is equal to 100 days of production; is that fair?  Is that what you are saying?


MS. SWAMI:  That's about right, yes.


MR. CROCKER:  Okay.  We go over the page, page 7 of the compendium at line 24, and I think we are talking about the same thing.  You say:

"Consequently, in 2009 Darlington required 101.2 additional outage days as compared to 2008, resulting in a production decline of 2.9 terawatt-hours compared to 2008."


And I wonder whether one of those numbers -- that is, the 2.9 number or the 2.1 number -- is wrong?  I mean, there is a slight difference in the number of days, but not .8 terawatt-hours' difference.


MS. SWAMI:  I would agree with what you are saying.  I would have to go back and check that, though.  This is the 2010 information and the 2007 information, so I would have to go back and do a little analysis on that.


MR. CROCKER:  I think we need to know which of those two numbers is correct, if you could, please.


MS. SWAMI:  Can you give me a second?


MR. KEIZER:  Just to understand, so you want to understand the discrepancy in the evidence that was produced in 0905 and 008?


MR. CROCKER:  I just need -- I think what we need to know is whether 100 days is equal to in terawatt-hours.


MR. KEIZER:  I thought that the witness had answered that question.


MR. CROCKER:  But you say on the following page it's roughly 2.9, and I -- we just need to know which of those numbers is correct.  Again --


MR. KEIZER:  Yeah, I am going back in terms of whether we have to produce an undertaking for this, whether -- I think the witness already said something about the approximate number of days relative to terawatt-hours, but maybe I am mistaken.


MR. CROCKER:  Well, then I have another question following that, so it doesn't matter.


MS. HARE:  No, no, no, let's just confirm whether that is what the witness had previously said.


MS. SWAMI:  So what I can do is I can give you the conversion for an outage day at Darlington if that is helpful.  Would that --


MR. CROCKER:  It may help the engineers beside me.  It probably won't help me, but go ahead.


MS. SWAMI:  So the conversion of a terawatt-hour at Darlington is .02, so I think that the first number is the correct number, and what we don't know is the plan-over-plan changes in 2010, so that is what I mean by, we would have to go back and do a bit of an analysis here.


MR. CROCKER:  That is fine.  We can take your answer.


Okay.  Now, I am going to move on then, now that I understand -- we understand more clearly what you meant in your descriptions of VBO.


The next piece of the cross-examination had to do with your Canadian Nuclear Safety Council approval.  We will move on -- Commission, thank you, approval.  We will move on.


I am sorry, I missed something.  In -- we talked -- you talked to me -- you told me that the $96 million figure I gave you for the 2015 -- proposed 2015 work was for all of it.  Can you tell me, please, what the total terawatt-hour impact is of all of that work?


MS. SWAMI:  So if I look at page 4 of your compendium --


MR. CROCKER:  Right.


MS. SWAMI:  -- the total vacuum building outage is 3.31 terawatt-hours.


MR. CROCKER:  Okay.  Could you tell me what the terawatt-hour impact would be had you only proposed to do the station containment outage?


MS. SWAMI:  I think that we talked about this this morning, that when we went to look at what the scope of work was required, that the scope of work drove the critical path.  The critical path determines the length of the outage, and so the outage length didn't change.  It increased because of the work that was required, but it didn't change if we were not to do the so-called vacuum building outage portion of the work.  We would still have the same length of outage, which therefore we would have the same impact on production.

MR. CROCKER:  I will try one last time to satisfy my colleague's concern.


I understand what you have told me about the terawatt- hour impact.  You are going to do the life-cycle work, period, and that's what the terawatt-hour impact is going to be.


What would the cost be had you not decided or if you weren't proposing to move the vacuum building outage forward from 2021 to 2015?


MS. SWAMI:  I just need to think about that for a minute.


So because each outage is unique and is a unique project, and there are many interacting parts -- so it's not, you know, we do five things and we are done.  These are very, very complex projects.  It is extremely difficult to sort of say this line was this amount and that line was that amount, because of the interconnection.


And so I am not sure that we could actually provide you a break-out of those numbers specifically, given our plan is to do this amount of work and that's how we've gone about scheduling, it's how we have gone about resourcing the plan, and finally costing what that would be.


I just don't think we can do that fine a break-out.


MR. CROCKER:  Let me tell you why I am asking the question and maybe you -- I can -- we can go over it again.


By -- what I need to know is whether your decision, OPG's decision to move this forward seven years, has -- it undoubtedly will have an impact on payment amounts for this test period that otherwise wouldn't be the case; you'd agree with that?


MS. SWAMI:  Yes.


MR. CROCKER:  What I am trying to understand is whether the benefit that you have described is equal to -- or what portion of it is valid in terms of the cost which we're going –- which the ratepayers are going to have to pay for it in this period.  And I wonder, in that light, whether you could break -- if it could be broken up at all?


MS. SWAMI:  So -- and I think we talked a little bit about this at the technical conference.  When OPG was looking at whether or not to move the 2021 vacuum building outage to 2015 to be coincident with the work on the station containment outage, we completed a net present value evaluation of that.  We looked at what that would look like in terms of, obviously, eliminating, every six years, a hundred, or so, day outage.  We calculated that, and we looked at a net present value of 48 million for this particular change.  And at that time when we made that decision, it was approved on that basis.


MR. CROCKER:  Approved by -- sorry, approved?


MS. SWAMI:  By -- through our business planning process.


MR. CROCKER:  Right.


MS. SWAMI:  Since that time, we have now looked at what the scope of the work would be.  And the scope has changed and driven what this outage -- what it's length will be.


And so that's the difference.  So we have done a net present value to look at whether there is a benefit, and we found there was a benefit, obviously, of eliminating these outages going forward.  So we believe that this is of advantage to the ratepayer, in fact, to eliminate this production change going forward.


MR. CROCKER:  Is that an analysis that was done in writing?  Can we see that analysis?


MS. SWAMI:  We certainly have a written analysis, yes.


MR. CROCKER:  Could we see that, please?


MR. KEIZER:  Yes, subject to any other confidential aspects that may be in the analysis.  I am not sure in terms of the form of that analysis, is it actually in the form of a business case?  Or is it...


MS. SWAMI:  It's -- I would call it somewhat of an abbreviated business case.  It's a summary-level document of the decision.


MR. MILLAR:  J6.2.

UNDERTAKING NO. J6.2:  TO PROVIDE THE NET PRESENT VALUE ANALYSIS OF ELIMINATING OUTAGES.


MR. CROCKER:  And just so that I understand, if you could look at page 9 of the compendium, is the high-level summary that was prepared to establish a positive payback, is that what -- are we talking about the same thing?


MS. SWAMI:  That's correct.


MR. CROCKER:  Okay.  What did you mean at the end of that paragraph, when you the describe "reducing complexity and resource demands" as one of the rationales for doing it now?


MS. SWAMI:  Yes.  So there is both the financial benefits of doing this, but there is, obviously, some other qualitative factors.


One of the most significant ones is that in 2021, the Darlington refurbishment, there would be two units in a Darlington refurbishment.  Some -- a lot of work would be happening at the Darlington site at that time.


We would then have the complexity of a major project, fairly lengthy major project, on top of the Darlington refurbishment.  We saw that as a significant risk for completion of the refurbishment and also a significant risk to an efficient completion of a vacuum building outage in 2021.  And we thought that that risk could be mitigated by moving this outage.


So when we looked at that move, we also said:  Well, we better make sure we are doing this from a financially sound basis.  And that's when you see this high-level summary.  It's really reflective of we didn't just move this, you know, because we -- for the qualitative reasons; we looked at this from a quantitative rationale as well.


And so it's really when you look at that amount of work at the Darlington site at one time, it would be fairly significant and a high-risk evolution from the perspective of getting the work done on schedule.


The other thing would be that we will be using a significant number of resources on the refurbishment projects at that time, and the availability of skilled workers to come in and also do a vacuum building outage would put the project at risk.


And so we needed to look for ways of mitigating that.


MR. CROCKER:  You are not suggesting, then, that the resources wouldn't be available to do it in 2021 if you had not decided to move it?


MS. SWAMI:  I think I would be speculating on 2021, the specific availability of skills.  What we would have is sufficient skills as we have put in place for refurbishment.  We would be going to the market to obtain additional skilled resources.  It is certainly a large number of resources.  We would be completing, essentially, across Canada for those resources, and there's many -- multiple projects that these resources could be applied to.


So while they may be available, certainly small demand may cause an increase in costs, or a large demand, increase in costs.


MR. CROCKER:  To follow up a conversation you had with Mr. Stephenson about Pickering and staffing and whatever, would there not be qualified people who had been employed at Pickering who could be applied to this?  Pickering is --you would have people available in 2021 who had been actively employed at Pickering, would you not?


MS. SWAMI:  That's true, but during an outage, the skill set that we would be looking for is a maintenance, construction-type of skill set.  And the skill set that we have at Pickering, we have operations staff, we have other types of skills.


So, again, we get into a discussion of the skill sets matching the work.  And we need to look at that very carefully as we go forward.


The other thing I would say; it is a large number of staff that would be required.  I can't say that it would completely be offset by the staff at Pickering, given the age demographics.  There is many factors we would have to look at for that.


MR. CROCKER:  You are not saying that there wouldn't be resources available, you are just not -- you are saying that you are not sure that they would be available.


MS. SWAMI:  I guess what I am saying is it's a skilled resource that we would require.  It is certainly a risk as we go forward.  OPG has, you know, looked at this in a number of areas, and looking to build capability to be able to support these projects is something that we look to as part of our risk mitigation.


MR. CROCKER:  I understand.  I want to change focuses, and I am asking you to turn to page 10 of the compendium, and talk to you about lake-water temperatures.  And what we have reproduced is Schools Interrogatory 77.  And at the bottom of the page, on the graphed chart that you've produced at the bottom of the page, I am correct, am I not, in assuming that -- in suggesting that what you have projected for production losses as a result of higher-than-expected lake-water temperatures is .4 in 2014 and .40 in 2015 terawatt-hours.  That's correct, is it not?


MS. SWAMI:  So I just want to come back to make sure I understand your question.  I think you said higher-than-expected lake-water temperatures?  I think we don't -- we don't do this based on the expected temperature.  It's a design feature.  And when the temperature is not within a certain range it causes us to lose production in our plant.


MR. CROCKER:  Okay.


MS. SWAMI:  So it's really -- we look for the optimum temperature, not the expected temperature, and what --


MR. CROCKER:  Okay.  That may have been my mistake.  I apologize for that.  Higher than -- higher temperatures than within your optimum range.


MS. SWAMI:  That's correct, and what we have done here is not really the temperature.  We look historically at how the performance has been over the past number of years, and we calculate it based on past performance, not an expected lake temperature.


MR. CROCKER:  Okay.  Well, that leads me then to my next question, and that is, if you look at the chart immediately above, your losses in 2013 were .26 terawatt-hours, and we all know what the winter was like this year.  This was an unusual -- I don't have to -- we all lived through this.  This was an usually cold, unusually long, unusually snowy winter.  And I wonder whether these -- first of all, why would you predict .4 on the basis of an actual .26 for 2013?  That's the first question.  And secondly, would you revise that, and if not, why, on the basis of what the winter was like?


MS. CARMICHAEL:  So we have the actuals up at the top, as you indicated, for 2013, but when we actually plan, we don't necessarily have the end-of-the-year results for 2013.  So the 2014 to 2016 business plan is already -- and the generation plan is being worked on based on 2012 actuals.


So at that time we saw a .4 terawatt adjustment, and that was what the BIT plan was based on.


MR. CROCKER:  In light of then the 2013 actuals and the winter that we have had, should the .40 for 2014/2015 be revised?


MS. SWAMI:  I don't believe that it should be revised, because we can't predict -- we don't do this based on a prediction of what the lake temperature will be in any given year.  We do it by historically looking backwards.  And so, you know, what the lake -- and the lake may turn over, and we may see very warm temperature this summer.  We don't know yet.


MR. CROCKER:  Even if you go back and look at your actuals, only 2012 was .4.  All of the other years that you have listed there are below; correct?  They are all below.


MS. SWAMI:  This table, yes.


MR. CROCKER:  You are still not prepared to agree with me that .40 is higher than it should be?


MS. SWAMI:  It was the best estimate that we could come up with at the time.  And I believe that you can't predict lake temperatures, even based on extremely cold water or extremely warm weather.  It can vary dramatically.


MR. CROCKER:  And just so that the reason why I asked the question is clear, if production losses are lower than either predicted or actual, then payment amounts are also lower; correct?  I said that backwards, but...


MS. CARMICHAEL:  Yes.


MR. CROCKER:  Because they vary inversely.


Let me put it to you that -- payment amounts vary inversely with production loss.


MS. CARMICHAEL:  It's relative to our production plan.


MR. CROCKER:  Okay.  So they would vary.  That's the point.


MS. CARMICHAEL:  That's right.


MR. CROCKER:  I want to move on again to another area.


On page 12 of our compendium we are talking -- you are talking, OPG is talking, about allowances.  And you say at line 20:

"The outage durations include a station-level allowance for uncertainty related to potential discovery work and a nuclear fleet allowance under the control of the chief nuclear officer."


And then you go on to say:

"To address risks to the completion of the outage on schedule, risks that could emerge from fleet-aging issues and the complexity in fleet-level activities."


What's a station-level allowance?  You don't talk about that later in the paragraph.  What is a station-level allowance?


MS. SWAMI:  It's essentially looking at what the plan schedule would be for an outage, and at the site level, if you will, there is an additional amount of allowance provided, recognizing that there is a risk to completion of activities.  This is typical in the industry, where when you have these complex outages you would see a certain amount of an allowance, recognizing that there are these risks that need to be accounted for.


MR. CROCKER:  Maybe it's just me, but I didn't understand your answer.  Is there a -- let me -- is there a distinction between a station-level allowance and a fleet-level allowance?


MR. BLAZANIN:  So within the station there is certain allowances or number of days that the station manager or outage manager would manage certain outage windows if they got delayed by a certain number of hours, et cetera, so it would be within his prerogative to manage within that window.

MR. CROCKER:  Okay.  If we could then take that to what you have said later on in the paragraph.  You say that there are risks to the completion of the outage on schedule risks that could emerge from fleet-aging issues and the complexity in fleet-level activities.


In light of everything aging, the OPG "fleet" aging, can we expect continuing fleet-aging issues then as you have described them here?


MS. SWAMI:  To a certain extent, yes.  So we do -- for instance, the pressure tubes is a good example.  We would anticipate that we have an ongoing maintenance activities associated with pressure tubes.  Other components, though, would be on a replacement schedule, so that the aging would be taken care of through replacement rather than necessarily a maintenance.

So it depends on the component, but yes, there is aging going on, just as there would be in any facility.


MR. CROCKER:  And would those same issues apply, the fleet aging issues also apply at a station-level impact as well? 


MR. BLAZANIN:  Yes, I would say that it would apply at a station level, depending on the components and the complexity of what they needed to manage, and whether they determined that they needed to replace certain components or repair them, determine the best strategy there.


MR. CROCKER:  Is there a station-level allowance for Pickering and a separate station-level allowance for Darlington? 


MR. BLAZANIN:  Yes, there is.


MR. CROCKER:  Okay.  Once again, I would like to move on.


Page 14 of the compendium, this section of the material talks about calandria tube gaps.  That's what we're talking about here.


And if you could go two pages forward to page 16 of the compendium, this is taken from your business case.  And as I understand this chart, the first item, pressure tube to calandria tube contact, that's the same issue as we were talking about two pages earlier, isn't it?


MS. SWAMI:  That's correct.  So we have to ensure the gap between the pressure tubes and the calandria tubes.


MR. CROCKER:  This is what you have described as a high-risk item; correct? 


MS. SWAMI:  As described in the probability of success, high, very high.  So you can see in two years high, five years medium to high.  Yes.


MR. CROCKER:  And just so that we are clear, we are talking about Pickering continued operations here?


MS. SWAMI:  This is the Pickering continued operations business case.


MR. CROCKER:  Yes.  Okay. 


MS. HARE:  Can I just interrupt for a second?  Mr. Crocker, you asked in terms of -- I don't understand this -- in terms of described as high-risk.  And then the answer in the chart says "probability of success," so is what we are looking at the probability of success or how high the risk factor is?  I am not sure. 


MR. CROCKER:  I was concerned with the risk, the level of the risk factor, not --


MS. HARE:  But is that what's shown on the chart?


MR. BLAZANIN:  No, I believe this chart talks to the success that we would have in terms of mitigating this risk.  So there is high success rate that we would mitigate this particular risk item.


MS. HARE:  So is Mr. Crocker incorrect when he stated that it was a high risk?


MR. BLAZANIN:  That would be correct.


MR. CROCKER:  That I was wrong?


MR. BLAZANIN:  That is correct.


[Laughter] 


MR. CROCKER:  Right.  You were 0 for 2, and I am 0 for 1.


[Laughter]


MR. CROCKER:  What, then, is the highest risk item, then, on that chart?  Just so that I am clear as to what you are saying here. 


MR. BLAZANIN:  The pressure tube issues that we have, technical issues that we have, they were all identified here, whether it's calandria tube contact or hydrogen ingress, pressure tube defects.  These are all related to pressure tubes, so there was a number of items that were identified that we have been addressing through our fuel channel life management program and through the inspections that we're conducting for continued operations.


These are the areas specifically that we are looking at.  I couldn't say that one was a higher risk at the time than another one, but they were all considered very significant issues that needed to be dealt with through those projects.


And you can see that through this project and our mitigating actions, we feel we have a high success rate.  And as Ms. Swami had indicated yesterday, we have had the whole point removed, so we have resolved those technical issues going forward, and are able to operate the plant to 2020 now.


MR. CROCKER:  Okay.  We misinterpreted your chart. 


MR. BLAZANIN:  Okay.


MR. CROCKER:  You say further down on page 14 at the third bullet that:

"An additional 28-day 2015 mid-cycle outage has been added to the 2014-2016 business plan in support of OPG's 2016 targeted reduction in forced loss rate to 5 percent."


Do you see that comment? 


MS. SWAMI:  Yes.


MR. CROCKER:  Okay.  If we if we go to page 18 of the compendium, and this is your -- I think it's from your second impact statement.  You say, the very last line:

"The forced loss rate projection for Pickering in 2014 has increased from 7.8 percent to 8.9 percent."


And then you convert that to terawatt-hours; do you see that comment?


MS. SWAMI:  Yes.


MR. CROCKER:  Are you still going to be able to achieve the forced loss rate of 5 percent in light of that comment?  That is, the forced loss rate of 5 percent that I referred to two pages earlier, on -- four pages earlier, page 14?


MS. SWAMI:  So if I go back to page 14, this plan is in support of achieving a 2016 FLR, or forced loss rate of 5 percent.  This is discussing the 2014 forced loss rate.


We still have, in our business plan, a plan on improving the reliability of Pickering -- there's a number of elements of that plan that are described in the evidence -- with the intent of moving to this force loss rate.  So we would still be targeting to get there, and that would still be the intent of our plan.


This is a reflection of the current performance of the plant, but still with those targeted improvement initiatives to ensure that we get that target in future.


MR. CROCKER:  Are you confident that you are going to be able to get there, even with the comment that you make at line 22 that I referred to? 


MS. SWAMI:  So the forced loss rate projection for this 2014 period will then -- we are still looking to target our improvement.  So I mentioned the equipment reliability program, which is still underway and is targeted at looking at making improvements in the plant.  So this is about maintenance in the plant on key equipment that drives the forced loss rate.


We are looking at that, and that is what the plan is so that we can achieve the target. 


MR. CROCKER:  I will draw conclusions -- we will draw conclusions from your answer.  Thanks.


Can you turn to page 17, please?  On this page, on the bottom left-hand box, you say that there will be surplus nuclear inventory at Pickering.  And I understand that that's something that ratepayers pay for.  We pay for your fuels; correct?


MS. CARMICHAEL:  Can you read the last sentence?  I missed your --


MR. CROCKER:  Yeah, I will go back and give you the whole piece.  You describe surplus nuclear inventory at Pickering in that box.  And my question was, that's something that ratepayers have paid for; correct?  And my question, that was -- I guess I will leave that question and ask another one after.


MS. CARMICHAEL:  So ultimately, as we draw inventory from our inventory stores, we charge it to material usage for our outages and our other work, so, yes, it does become part of our base OM&A or outage OM&A costs, even project costs.  And also inventory forms part of our asset base, so there is a rate calculation for that as well.


MR. CROCKER:  And there is a cost then to surplus, was my question?


MS. CARMICHAEL:  There would be a cost if there was a surplus.  I believe -- so what that risk is, it's not about a surplus existing currently.  What it is, is if there is a surplus at the end of life for Pickering in 2020, and at that point in time we would have to do an accounting write-down of that inventory, which could be a certain amount.


So what we do to treat -- to account for that is, as in most businesses, we have a provision account, and we contribute to that provision account so that at the end of life we wouldn't see a huge accounting write-down for that inventory.


MR. CROCKER:  Does this not -- am I being too pessimistic to suggest that this suggests that there will be a surplus at end of life?


MS. CARMICHAEL:  At that point in time we had identified that as a potential risk.  That was in 2012.  Since then we have done a lot of work around this issue, and we have looked at our provision calculations.  We have actually developed those -- I mean, we had provision calculations, but we also -- we reviewed our methodology, and we actually looked at them with our financial auditors to make sure that they were appropriate so we wouldn't have this issue.


We have also been increasing our provisions as a result of that, so that at the end of life we do not have this issue.  We have also implemented a lot of initiatives around inventory management and terms of our supply-chain organization, particularly around ensuring that what we bring in doesn't create a further problem.


And we -- and like -- in where we said risk treatment, we did do a wall-to-wall account for our inventory to ensure that we actually knew what the base calculation was that we were starting with.


So we have done a lot of work on this, formed teams, have Pickering end-of-life inventory teams set up, and are addressing this risk.


MR. CROCKER:  So you are not as concerned any more with the risk that you have set out here?  Is that what you are saying?


MS. CARMICHAEL:  Well, being a finance person, I am always looking after and concerned about financial issues, but we believe that what we have put in place would mitigate the risk at end of life, that there would be a huge write-down.


MR. CROCKER:  I would like to cover one item that we didn't include in the material.  It won't take very long.  It's AMPCO Interrogatory 26.  That's Exhibit L, tab 5.5, schedule 2, page 1 of 1.  And I would like to compare it to page 3 of 4 of that same interrogatory.  I am sorry, it's a different interrogatory.  It's Exhibit L, tab 5.5 again, School's 74, schedule 17, School's 74, and it's page 3 of that.


MS. HARE:  Mr. Crocker, could you just wait until it's on the screen?  I don't think the right one is on the screen yet.


Okay.  We now have on the screen School's 74; is that correct?


MR. CROCKER:  My screen isn't working.


MS. HARE:  Well, we are seeing School's 74.  Is that the one that -- okay.


MR. CROCKER:  Yes, page 3 of that.  There is a graph on page 3 of that.


MR. CROCKER:  Yes.


MS. HARE:  Okay.  We have it.  Do the witnesses have it?


MS. CARMICHAEL:  Yes, thank you.


MR. CROCKER:  At the bottom of -- and the other reference is AMPCO 26, which is also Exhibit L, tab 5.5, Schedule 2.  Are we there?  This is a really quick question.  It will take much longer to get there than the question.


At the bottom of the page of the response to the AMPCO interrogatory, under the heading "2013", you say that:

"The terawatt-hour loss due to forced extension to planned outage is 2.08."


Do you see that?


MS. CARMICHAEL:  Yes.


MR. CROCKER:  And on the chart -- or the graph, rather, in School's 74, you seem to say in the first graph under 2013 that that number is 1.6.  And I wonder whether -- which of those is right?


MS. SWAMI:  So just for simplicity of time, because I have got a lot of paper here in front of me, would it be acceptable if I just got the numbers straightened out and come back after the break?  Is that acceptable?


MS. HARE:  Sure, that's fine.


MR. CROCKER:  Yes, that's fine.


Thank you, thank you, Madam Chair, we have nothing further.


MS. HARE:  Okay.  Well, Board member Duff has a question.
Questions by the Board:


MS. DUFF:  Just, it's natural, because I was going to follow up on the extension of Pickering, and now that you have permission or approval from the Canadian Safety about the extension of date, and just from a financial perspective, just following up, because that was a question I was going to ask, so would the closure in 2020 -- you have underway teams that are looking at, how do we manage to ensure, you know, you have enough depreciation, the accretion, inventories, whatever, that is an initiative that OPG has undertaken now that you finally have gotten that finding?


MS. CARMICHAEL:  So, yeah, so we have done -- now looked at our base cases being 2020.


MS. DUFF:  Yes.


MS. CARMICHAEL:  So we have updated our depreciation schedule accordingly, and we are looking at the inventory, we are looking at all our assets in that regard, so -- because it's now become our base case for accounting treatment.


MS. DUFF:  Yes.


MS. CARMICHAEL:  So we have done all that work.


I can't say there is a formalized team yet that does that.  From an accounting perspective obviously the finance people are all involved in ensuring the accounting treatments are correct.  But there is more formalized work occurring to actually look at all the -- how we are going to shut down Pickering in terms of all the other factors as well.


MS. DUFF:  Because earlier on, I think it was a discussion with Ms. Swami, was talking about how you were able -– I think your exact words:  We were able to manage the shutdown costs more effectively with a passage of time between 2015 to 2020.


What -- other than what's been mentioned right now, could you expand upon that?  What other costs are you mentioning?


MS. SWAMI:  I was in large part referring to staffing, because obviously -- as we discussed earlier today, in fact -- there is a contract issue with our staff on how we would go through that process.  As we go into the latter part of operation of Pickering, we need to consider how we will maintain our staff at the right level.  But we also need to look to how will we re-deploy that component of the work.


So that's part of the changes that we would be looking at, and it would certainly have an impact on the cost.  So that was mainly -- although I was also referring to the discussion that Ms. Carmichael also provided.  So there is a number of factors, and I think we kind of walked through them earlier today with the PWU, Power Workers' Union, representative, and went through each one of those.


And those are the considerations we would have to go through.  That's not simple.  It's an initiative, certainly, but it's really early, early phase of that part of the initiative.


MS. DUFF:  Thank you.  Thank you for expanding on that explanation. 


MS. HARE:  We will take our lunch break now until 10 to two.  And when we come back, then, hopefully, Ms. Swami, you will have an answer to the last question from Mr. Crocker.  And then we will move to the cross-examination of Ms. Blanchard on behalf of CME.


Okay?  Thank you. 

--- Luncheon recess taken at 12:48 p.m.

--- On resuming at 1:56 p.m.


MS. HARE:  Please be seated.


When we broke before lunch Ms. Swami was going to try to get a response to Mr. Crocker's question.  Are you able to do that now?


MS. SWAMI:  Yes, I am.


MS. HARE:  Okay.  Thank you.


MS. SWAMI:  So you asked for the difference between AMPCO 26, and I am going to estimate it as line 34 and a half, and SEC 74.  So AMPCO 26 is the actuals as of the end of 2013, and if you look at SEC 74, what the question was was, what did senior management look at in making a determination of the changes to the production forecast, and if you look at that information, that was compiled in mid-year of 2013, so the actual -- it doesn't reflect the full year's performance.  That's reflected in AMPCO 26.


MR. CROCKER:  Thank you.  Thank you.


MS. HARE:  Okay.  Thank you.
Preliminary Matters:

Mr. Keizer, do you have anything?


MR. KEIZER:  I just have one preliminary matter, and that arises this is morning from Board's Staff's cross-examination, and in their compendium there was a table at page 39 which dealt with nuclear staffing and compensation, and it was a table, I think, that had been composed from a number of different parts of OPG's evidence, and you may recall that during Mr. Millar's questions he was asking about the total regular and non-regular numbers, in particular relating to the 2014 plan.


In that column there is a number, 564.1.  In actual fact I think that's a -- I spoke with Mr. Millar about this.  It's a typographical error.  It should actually be 264.1, not 564 --


MS. HARE:  Just let me make sure I am on the right page.  So I am looking at K5.3; is that correct?


MR. KEIZER:  Yes, of the Board Staff compendium.


MS. HARE:  Yeah?  Page 39?


MR. KEIZER:  Page 39.


MS. HARE:  And where are you taking us?


MR. KEIZER:  The bottom table on page 39.  And you will see there is a line that says "DRP and new nuclear".


MS. HARE:  Yes.


MR. KEIZER:  You follow along to the column that's entitled "2014 plan"?


MS. HARE:  Yes.


MR. KEIZER:  There is a number that says 564.1?


MS. CARMICHAEL:  It's the FTEs.


MR. KEIZER:  It's probably two lines -- four lines above "compensation dollars, million".


MS. HARE:  Oh, okay.  So 564.1.


MR. KEIZER:  Should actually be 264.1.  The result of that is that the total is 8,370.3.


MS. HARE:  Instead of 2...


MR. KEIZER:  Instead of 8,670.3.


MS. HARE:  Okay.  Just give me that again, please.


MR. KEIZER:  So the total would now be 8,370.3.


MS. HARE:  Okay.  Thank you.


MR. KEIZER:  So that shows a steady decline over time. And the reference where the 264 came from, just so the record has it, is from Exhibit JT2.33, page 2 of 2, line 13.

MR. MILLAR:  Madam Chair, I can confirm that's correct.  Mr. Keizer raised it with me.  In fact, we had just spotted it ourselves.  It was just a data-entry error, and we apologize for that.


MS. HARE:  Thank you.


MR. KEIZER:  That's the only preliminary matter that I have.


MS. HARE:  Okay.  So we turn to Ms. Blanchard on behalf of CME.
Cross-Examination by Ms. Blanchard:


MS. BLANCHARD:  Good afternoon Madam Chair, good afternoon panel.  I am only going to have a few questions for you this afternoon.  A lot of the matters that were concerned -- concerning our client have been addressed by some of my colleagues previously, so I will try to avoid overlap however possible.


But I would like to start with an extract from the 2010 payment-amounts decision, and I am going to refer to excerpts that are contained in CME's compendium which was filed as Exhibit K3.6.  It was presented as the compendium for panel 1, but it contains the relevant extract.


MR. KEIZER:  I am not sure that this panel actually has that compendium.  Copies of it in front of it.  Can we take a few minutes just to --


MS. BLANCHARD:  Sure, yes.  There is only about four pages of the decision that I will be referring to, and those are in the compendium, so I could quickly arrange to get those four pages up if that's helpful.


MR. KEIZER:  Well, yeah, could we -- is it possible to put it up on the screen?


MR. MILLAR:  There should be an electronic -- here we go.


MS. BLANCHARD:  So in that compendium it's at page 70 of the actual scanned document, tab 7, and these are the Board's findings relating to staffing analysis and benchmarking.


MR. KEIZER:  Can we just confirm that we have the right page?


MS. BLANCHARD:  That's the right page on the screen, yes.  Are we all looking at the right document now?


MR. KEIZER:  I believe the witnesses have it up on their screen, yes.


MS. BLANCHARD:  Okay.  Thank you.  And so I would like to start with this part of the decision because, you know, as we have heard, labour costs are a substantial component of the overall costs.  I think we heard earlier in evidence today 72 percent of the costs are labour-related, and as a result this issue has been of significant interest to the Board in past decisions.


And I would draw your attention to the paragraph right under "Board findings", where the Board indicated that the Board is concerned with both the number of staff and the level of compensation paid.  And then moving on to the next page, the Board at the top of the following page directed OPG to conduct a staff-level analysis as part of its benchmarking studies.


And I think we heard earlier today that that's what ultimately led to the retainer of Goodnight Consulting and the preparation of the Goodnight report.


And so one of the questions that we would have for you is:  Is the Goodnight report the only staffing benchmarking analysis that was submitted as part of this application?


MS. CARMICHAEL:  From a staff-level perspective, the number of staff and FTEs in the nuclear operations, yes, I would say this is the only report that was submitted.


MS. BLANCHARD:  Okay.  And then I understand an undertaking was given relating to just getting a comprehensive list of benchmarking activities, and that undertaking is at JT2.14.


And so just to confirm with you, and looking at this list, the only benchmarking study or exercise that's listed relating to staff levels or staffing analysis is -- there is nothing else?


MS. CARMICHAEL:  That is -- I believe this is correct.  As I quickly peruse the list here, the one I am referring to as the staffing benchmark is number 2.


MS. BLANCHARD:  And then moving on in the decision on to the next page -- sorry, I am jumping around a little bit, but moving on to the next page, at the bottom of the page, there is a statement from the Board that:

"In determining reasonable costs the Board can be guided by market comparisons."


And again, this is basically indicating that an external review of comparables is going to be an important component to looking at these important issues, such as staffing, and the Board then goes through and gives a number of reasons for the reduction in the compensation amount.


And at the first bullet, there is a reference to a Towers Perrin survey.  And this survey was of some importance at the time, in this decision.  Towers Perrin does not appear on this list; is OPG no longer participating in the Towers Perrin study? 


MS. CARMICHAEL:  We are not familiar with the study on the nuclear panel.  It may be that it's a panel -- or that our compensation panel might be able to answer that question, but we, on this panel, are not aware of this study, previously or currently. 


MS. BLANCHARD:  Okay.  So that may be something we need to bring up with the next panel, then.  So I am just going to move on, then, into the Goodnight analysis.


And we spent -- there was a fair amount of time spent on this report earlier today, but I would like to focus in particular on the actual number of employees studied, so if you could please pull up the Goodnight Consulting report.


MS. CARMICHAEL:  The first one? 


MS. BLANCHARD:  Yes, part A.  And I will take you to page 2.


And we have heard already that 5,574 OPG employees were included in the study; is that correct? 


MS. CARMICHAEL:  That is correct.


MS. BLANCHARD:  And 2,101 were excluded? 


MS. CARMICHAEL:  That is correct. 


MS. BLANCHARD:  And so by my math, that works out to a total of 7,675 FTEs, if you were to add up the excluded FTEs and the FTEs that were actually included in the study?


MS. CARMICHAEL:  Yes.


MS. BLANCHARD:  So we spent some time this morning at page 39, and Mr. Keizer was just drawing our attention to this table again, to make that typographical correction, but if I look back -- so we are now at the Board Staff compendium, the panel 4 compendium that we have been working with today and yesterday, at page 39.  The 2011 actual FTEs is 9,091. 


So one of the questions that I have for you is:  Why do these numbers not match up with the number of FTEs that Goodnight had as a baseline? 


MS. CARMICHAEL:  So when Goodnight did their FTE review, you will see the 5,574 included most nuclear groups, so the Pickering, Darlington and nuclear support groups.  And I am referring to page 2 here. 


MS. BLANCHARD:  Yes.


MS. CARMICHAEL:  They also included 188 dedicated corporate staff.  So because they looked at -- what they did when they benchmark is they needed to compare what other utilities have for dedicated corporate staff, so that's why they included 188 in this picture.


However, in our rate revenue application, we get allocated corporate support direct, direct corporate support, but also an indirect amount, so an allocated amount.


So therefore those two numbers won't agree.  You will see a higher amount of corporate support in our -- which is really the JT2.33 evidence, which is the third page, 39.


That number will be larger for corporate allocated FTEs than what Goodnight used to do their benchmarking, so that is why that number would be smaller than what you are seeing in the JT2.33.


MS. BLANCHARD:  So just so I understand, when OPG allocates corporate FTEs to nuclear, those would be people who are working on -- who are nuclear staff, or they are doing nuclear functions.  And those have not been -- they haven't been excluded from the Goodnight report, they just haven't been considered at all? 


MS. CARMICHAEL:  No.  The people who work specifically only on nuclear work -- so that would be somebody like myself.  I am a finance person working for corporate, but I only do nuclear.  I would be a dedicated nuclear support person, so I would be in the 188 people.


Then there is other finance people, just to continue the example, there is other finance people who maybe spend half their time on nuclear, half nuclear, half hydro.  These are more the central groups.  And so half of them would be allocated, from a corporate allocation perspective, on your JT2.33.


But Goodnight did not consider them, because they could not benchmark those kinds of people, let's say.


So that is why the numbers would differentiate on the corporate numbers, and you would see that impact.


MS. BLANCHARD:  Okay.  So the additional people in your 9,000 number, those people are not purely dedicated to nuclear? 


MS. CARMICHAEL:  They are allocated to nuclear based on an approved allocation methodology, which I believe is in evidence somewhere under the corporate support group evidence.


So we retain a consultant and they ensure that our allocation methodology to the nuclear, hydrothermals and the regulated businesses is appropriate, and so that is how those FTEs and costs are allocated.


MS. BLANCHARD:  Okay.  So I think, just based on basic arithmetic, I think we are talking about 1,400 FTEs who would fall into this, call it, undesignated -- or undedicated batch?


MS. CARMICHAEL:  Non-dedicated, yes.


MS. BLANCHARD:  Non-dedicated batch.  That's 1,416?  That's just the 91 less the 7,675?  Would you agree with me that it's about 1,400 FTEs?


MS. CARMICHAEL:  I would -- I would agree.  There is a couple of other things, so it would be very difficult to kind of just quantify it.  Because there's other differences between the way Goodnight did their FTE calculations and the way the rate revenue applications are.  And I think actually we address that in the Board Staff 89 interrogatory, so if I could take you there.  It's issue 6.4, Staff 89.  I hope I have that right.


So it was a pretty lengthy question on what are the differences between what we saw in the Goodnight report versus what was in the rate revenue application.  And we explain it in our response, if I could take you to (b), which is page 2 of that interrogatory, and line 26.


We do say that there is a difference between those two FTEs, about 3,100 FTEs, and the difference was some of it was due to the fact that there were non-benchmarkable areas.


Then there was a difference between what we just discussed, corporate -- or direct versus non-direct allocated corporate support.


And then there was also a difference of contractor FTEs and the way they define them.


So we did kind of go through that reconciliation already for the Staff and the hearing here.


MS. BLANCHARD:  Okay.  So the 3,100 number is -- it incorporates both the non-dedicated FTEs that we have just been talking about plus the excluded FTEs?


MS. CARMICHAEL:  Yeah, it includes -- it is just a high-level -- there was 5,587 in the Goodnight report, there is about 8,700 in our -- in Exhibit F4-3-1, attachment 6, which is basically our FTE numbers, and then we went to try to explain the variance which would, you know, make it simple for you guys, because we know that the numbers don't look the same, but there is very specific reasons why, because Goodnight only looked at a certain component of not only just nuclear but also the corporate groups and the contractor FTEs.


MS. BLANCHARD:  Right.  Okay.  So just for today's purposes I will work with the 3,100 number that's in your response to that interrogatory.


So if we have got a total of 3,100 who are not in the study for one reason or other, was there any staffing analysis applied to those 3,100 FTEs?



MS. CARMICHAEL:  So the different components, I think we talked briefly about the nuclear side, the ones that were not incorporated in -- that were CANDU-specific that were not incorporated and had we looked at those, and those are -- they are not in the Goodnight report because they are not benchmarkable, but we have -- we always look at our head counts.  We have been doing business transformation initiatives.  They wouldn't just apply to non -- not these areas.  So we are constantly looking at ways to reduce those levels as well.


On the corporate side -- we didn't talk about that earlier, but on the corporate side every corporate group does benchmarking, and I know finance does, HR, people in culture, training, so all of them do their own benchmarking to ensure that they are driving towards benchmark performance as well.


MS. BLANCHARD:  Okay.  So I would like to unpack the 3,100 a little bit more.  So just starting with the CANDU-specific, I think it's about 1,030 FTEs that were excluded from the Goodnight report because of technical differences in the CANDU technology, so -- and we did hear a little bit about that this morning.


But is there any external comparison or analysis that's done of these thousand FTEs?


MS. CARMICHAEL:  Well, we'd have -- so these FTEs are listed, actually, the types of FTEs are on page 14, so they are very specific to CANDU:  Fuel-handling, heavy-water-handling, tritium removal facility folks, feeder and fuel channel support, and some other CANDU-specific ones, and those are very specific to CANDU.  I mean, we are the only ones that do this kind of work.


And so the comparators are very minimal.  I mean, we talked, I think, earlier about there only being, I think, ten or 11 plants and eight operators, I think, that do CANDU-specific, and in Canada there is only a very few.


And the information -- trying to get that information isn't always accessible, because they are not all publicly -- the information isn't public like ours, so it's very difficult for us to do a proper benchmark on these specific areas because of that.


MR. KEIZER:  Just so the record is clear, I think you said page 14, but you meant page 14 of Goodnight study; correct?


MS. CARMICHAEL:  I did, page 14 of F5-1-1, part (a).


MS. HARE:  Thank you, Mr. Keizer.


MS. BLANCHARD:  And so just to continue in that vein, we have had some discussion about the Scott Madden report yesterday and today, and, you know, I understand that that was done for a previous application, but that Scott Madden report did a Bruce Power functional comparison when it did its staffing analysis.


Is that something that is being done with respect to this group of about a thousand FTEs doing the CANDU-specific tasks?


MS. CARMICHAEL:  We don't have Bruce Power numbers, so we cannot benchmark them, because we don't have them.  We hired Scott Madden at that time, who had done work, and for whatever reason they had this data.  And so we were -- we could do some benchmarking.


Subsequent to that we do not know what Bruce Power numbers are.  However, there is a lot of working groups in the industry, and I think Ms. Swami talked about these and how each of our -- all the operators do their work, and through that mechanism we do look at best in class practices an ensure that, you know, we are doing -- we are continuously improving in those areas as well.  Is that fair?


MS. SWAMI:  Yes, that's very fair.  To just add a little bit, so if you look at page 14 of -- if I could read it clearly, I would -- F5-1-1, part (a).  If you look at the list of activities that are included there, you have tritium removal facility, so as an example of why this is not benchmarkable is that OPG owns and operates that facility and provides that service to other operators, so Bruce Power would not have a tritium removal facility to be able to even do that kind of a benchmark.


So that's some of the difficulty that we run into when we try to look at these very specific things, because there are differences in the way we operate, and when you have such a small subset of operators, those unique differences actually make a difference in the benchmarks.


MS. BLANCHARD:  Right.  Would you have a sense of the number of people involved in tritium removal, or really ballpark?


MS. CARMICHAEL:  I am sure we have the number somewhere in details, but I don't off the top of my head know.


MS. BLANCHARD:  I am just trying to get a sense of the --


MS. CARMICHAEL:  We are assuming it is close to 10, 15 percent of the thousand people.  Is that what you are asking?


MS. BLANCHARD:  Yeah, order of magnitude.


MS. CARMICHAEL:  Okay.  I mean, we also, I mean, following Ms. Swami's example, we also have a large inspection maintenance service group, and Bruce Power does not have a group like that.  We actually used to provide that service to them as well, and that is --


MR. BLAZANIN:  Inspection and maintenance services in and around 350 people.


MS. BLANCHARD:  So Bruce wouldn't be a perfect comparison, but it would be a comparison.  Was there any thought given to retaining Scott Madden again to look at those thousand FTEs relative to Bruce just to fill that void in the benchmarking information?


MS. CARMICHAEL:  That would assume that Scott Madden would be able to have that -- get that information, and we do not know if that is possible, and so we wouldn't even be able to hazard a guess if that's possible or not.


MS. BLANCHARD:  But do you know whether they were asked?


MS. CARMICHAEL:  I can't -- I don't -- I don't know.


MS. BLANCHARD:  And I guess similarly the New Brunswick plant that was mentioned earlier, we don't know whether their information is available to any of these consulting services that you have retained?  We don't know if Scott Madden had information about the New Brunswick plant or the plant in India or Pakistan?


MS. CARMICHAEL:  I don't know what they have in terms of numbers.  And I --


MS. SWAMI:  So I would just comment that the New Brunswick plant is a single unit, more -- later design, so it is very different when you could compare it to a multi-unit facility.  So when we talked earlier, we talked about the comparisons at a two-unit or a three-unit plant is what we need to look to.  A single unit is just, okay, you are taking a single-unit data, now you are doing a lot of extrapolation around what does that actually mean.


I think it becomes almost a difficult -- another difficult comparator, and you end up doing a lot of perhaps, you know, this difference is that and this means that, and really it becomes not very meaningful in terms of a comparator.


MS. BLANCHARD:  Okay.  So there is about a thousand FTEs that are excluded for that reason, and I think we have discussed the technical differences.  That leaves about 2,000 that aren't being included in a staffing analysis.


And so you have mentioned that there is a corporate group, and I think that's here in your response.  That would be the 800 FTE number; is that --


MS. CARMICHAEL:  The difference between what was -- and at that time, it was a -- there's a bit of a timing difference, actually, but there's 815 FTEs between the indirect nuclear corporate FTEs and what was directly allocated. 


And I believe this is actually the -- it might be the second report, because the first report only had 188 corporate nuclear direct, but then we did business transformation and then they moved to corporate groups, but they were still then allocated back.


And that is why the number is higher in this response than what we are looking at in part A, because even though we transferred them to corporate, we still allocated -- we still consider them in our Goodnight benchmarking results, because it's not based on an organizational basis; it's based on do you support nuclear or not, and if you do, you are in the benchmark.


MS. BLANCHARD:  Right.  So you mentioned that -- so I guess the number is a bit in flux, but it's probably around a thousand; would you agree with me?  Or --


MS. CARMICHAEL:  A thousand that were not included?


MS. BLANCHARD:  -- a thousand FTEs that were not considered by Goodnight because they weren't dedicated nuclear?


MS. CARMICHAEL:  It -- we could say – well, right now I had 815.  That was the exact number at the time, but -- yes, so it's around that.


MS. BLANCHARD:  So you mentioned that the corporate groups do do benchmarking all the time.  And is that information available? 


MS. CARMICHAEL:  You'd have to ask the corporate support group panel tomorrow, but I do believe that they had some benchmarking that may have been filed.  I am not sure if we -- do we know?


MR. KEIZER:  Sorry, if I can just have a moment.


We are not aware of filing any staffing information, but this may be -- the question is more appropriately put to the group tomorrow, the witness panel tomorrow. 


MS. HARE:  I am not sure what you meant by that, not aware of filing any staffing information. 


MR. KEIZER:  Sorry, in terms of corporate staffing benchmarking, we are not aware of having filed anything.


MS. HARE:  Thank you.


MR. KEIZER:  Obviously we have dealt with the nuclear staffing thing earlier in cross-examination, but not that.


MS. HARE:  So you are suggesting that these questions are more appropriate to panel 5?


MR. KEIZER:  That's my understanding.


MS. HARE:  Thank you.


MS. BLANCHARD:  We will certainly raise it with the other panel.


I would -- in terms of the list of benchmarking that was provided in JT2.14, there is nothing else referenced, and you have indicated you are not aware of any other reports, but it may be that the other panel may be able to speak to some gaps in this response? 


MR. KEIZER:  I don't know if it's gaps.  I mean, I think, effectively, if it's the corporate groups, the corporate groups get allocated, but not all of their time may be allocated to a regulatory aspect.  So it's not clear to me that they necessarily would have shown up on that list, because I think the list was related to benchmarking for regulated purposes, not that.


So that is one reason why it may not have shown up on the list.


MS. BLANCHARD:  And when you say benchmarking for regulated -- regulatory purposes, do you mean that staffing benchmarking wouldn't be included in the list? 


MR. KEIZER:  No, I don't mean that at all.  I mean the fact that the functional area that we are talking about is the corporate area, which provides indirect and sometimes direct allocations to areas.  So not all of their functions necessarily would have been within the regulatory realm.


So I'd have to go back and look at the undertaking as to whether it would have been applicable to them, so I can't say offhand whether it's a shortcoming in the answer or if it is just that the question didn't cover that aspect.


MS. BLANCHARD:  Okay.  Thank you, Mr. Keizer. 


Okay.  I think we will leave the corporate staffing benchmarking, and so that leaves another thousand FTEs, and those, I am assuming, are within the remaining Goodnight exclusions.  And the larger group is -- at least in the 2011 report -- so that's the part A -- would be the generic exclusions group, which was largely the outage activities.


And so -- and this question, I think, was discussed a little bit this morning, but we understand that all nuclear facilities have outages of some form or other.  And so the question is:  Was any thought given to doing a specific study on staffing relating to outages, given that the number is fairly significant?


MS. CARMICHAEL:  So yes, the number of FTEs we have for outages is, I think -- I can't remember exactly the number, but it was larger.


The challenge, again, is the fact that our outages are CANDU outages.  They are very different than the US utilities' outages, and so they could not do that benchmark either.


And I believe Ms. Swami talked a lot about why our outages are different and longer and very complicated, and so we have a different outage methodology process.


MS. SWAMI:  I would just look to add just one point to this, is that the pressurized water reactors typically have an outage frequency of 18 to, say, 20, 22 months, whereas our plants run for two years at Pickering and 36 months at Darlington.  And that makes a significant difference in just looking at what that impact would be.  It would be much more difficult to try and assess how to do that, again making it a difficult comparator.


The size of the outage, Ms. Carmichael mentioned, we have a number of inspections that we go through on our pressure tubes, demonstrating for the Canadian Nuclear Safety Commission that they are fit for service until the next planned outage.  So that is a big part of the work we have to do.


I think I would like to come back -- we talked earlier about the vacuum building outage for the CANDU experience versus other plants.  And I just -- I think maybe I'll just come back to that for a moment, to say the vacuum building is a common special safety system for the multi-unit CANDUs, and so we have that component that we need to address. 


The other PWR reactors, they don't have that same type of system because they don't have the same design.  And so is they don't go through that same evolution every ten or 12 years in comparison to a CANDU.  They just go through their normal refuelling cycle.


So it's a very different design that we have to take into consideration, and that's why it's very difficult, with these major differences, to do a good comparator.


MS. BLANCHARD:  Okay.  So --


MS. CARMICHAEL:  I would just like to -- for the Panel to refer.  It's on page 15, actually, the amount of generic exclusion with the outage execution activities, the numbers there.  It was 732, but that included a nuclear waste outage execution and water treatment.


And the other difficulty is, in the US, they actually don't necessarily have outage people working at the plants; they have what they call roving outage crews.  So it makes the comparator very, very difficult to really understand what that support is and -- versus our needs here.


MS. BLANCHARD:  Okay.  So that approximately -- so that group of outage workers, in a sense, is the same issue as the CANDU-excluded component of FTEs?  It all is coming back to these technical differences? 


MS. SWAMI:  I was going to say I think in some part that's true, but I think if you think of an outage as a project, each outage is unique in the work that gets done.  So it would be sort of saying:  I am going to build a condo in Toronto, and comparing the two projects and saying:  Well, how come one is two times the price of the other?


I think you have look at how many floors, what the size of the apartments will be inside it, what are the facilities that are associated with that condo.


So it's really taking the scope.  You have to lack at the scope, and then start looking at what the comparators could be.


MS. BLANCHARD:  Right.  So given that there is this fairly significant gap between the total number of FTEs on the nuclear side and the number that Goodnight is able to benchmark, and in light of the Board's direction that a staffing analysis be undertaken, what steps did OPG do to take -- to address that lack of information?


MS. CARMICHAEL:  So specifically we did not do a specific report or benchmarking, because we have difficulty doing that.  So -- but at the same time, we continue to look at how we perform outages, how we do pre-outage work, and we have developed initiatives on improving in that area.


So it's not a comprehensive report, but there is a lot of work done on these different elements in terms of specific initiatives.  We also have business transformation that has impacted the whole organization.


So we don't say, Oh, you have been excluded from Goodnight so we are not going to -- we are going to let you do hire as you need.  We do a controlled hiring process even in those areas, so we -- they have to make a case if there is a hiring need.


So it's not that we just exclude them from all our business oversight and controls, it's just that they are not included in the specific comprehensive benchmarking report, because they cannot be benchmarked fundamentally.


MS. BLANCHARD:  And I am just going to ask one more question on this and then move on, but given that -- we've looked at the MOA, the memorandum of agreement, and we understand that the direction is that OPG is to benchmark to the top quartile.  What alternative methodologies does OPG propose in terms of analyzing the reasonableness of the staffing levels for that 3,000 FTEs in the absence of a benchmarking exercise?


MS. CARMICHAEL:  So I think we eliminated some corporate groups at this point --


MS. BLANCHARD:  Oh, right, we're going to ask the other panel --


MS. CARMICHAEL:  -- so it's not 3,000.


MS. BLANCHARD:  -- yes, right.


MS. CARMICHAEL:  But there are other numbers in there.  There's about 300 FTEs that were specific projects, so they're specific to, say, storage or refurb projects.  So you can kind of whittle that number down, and we specifically benchmark in these programs, so we -- well, we do benchmarking around the processes in these programs to see that we are being -- working the same processes, being efficient, and getting the best value for our money out of these organizations, and we have seen that through our reduction in head count overall for the whole organization, we have seen it in our costs going down, and so we've -- though we can't specifically benchmark some of these areas, because I think that's a challenge, right?  You are asking us to benchmark against top quartile for these certain areas, but if there is no benchmark, what we do is we sort of create our own processes and efficiencies and initiatives to drive improvement in those areas, and we have seen reduction in both FTEs in all groups, as well as total costs.  So I hope that's, you know --


MS. BLANCHARD:  Yes, and we will ask the next panel as well on the corporate.


MR. KEIZER:  Sorry, just along that line, I didn't want to -- I wanted to clarify my comments earlier.  I looked, actually, at JT2.14 closer, and I do note that there are some benchmarking studies in there that seem to be corporate-related, so it's our -- my understanding that this is a complete list, but we will clarify and ask the next panel to be able to clarify as to whether there are specific studies comparable to these kinds of studies done for the period 2010 to 2013 like in this undertaking that would have somehow been done on a corporate departmental area basis.  I am not sure if there is in terms of any formal study or whether they are internal or what necessarily exists, but we will obviously inquire, and hopefully that will be relayed by the next panel.  So I just wanted to clarify that before we went on.


MS. BLANCHARD:  Thank you.  So moving on, but I am still with Goodnight, we have talked a lot today and yesterday about the need to target the top quartile, and just in terms of methodology, the Goodnight report doesn't seem to be structured in terms of quartiles.  It just gives you sort of a benchmark number.  Is that -- can you explain why not?


MS. CARMICHAEL:  First, you mention that our memorandum asks us to reach top quartile.  I think the memorandum just asks us to benchmark against first quartile.  I just want to clarify.  Did I hear that incorrectly?


MS. BLANCHARD:  Well, just, I have got -- if you have got the Board Staff compendium in front of you.  And I am at page 3 of the Board Staff compendium, and it's right at the bottom, so there is supposed to be three- to five-year performance targets, and then these performance targets will be benchmarked against the performance of the top quartile of electricity-generating companies in North America.


MS. CARMICHAEL:  Yes, and so we do benchmark against -- we do benchmark against quartiles and top quartiles, and you'll see that in our nuclear overall annual report on nuclear benchmarking.  We look at operational as well as financial benchmarks, and those are because those are the industry standard benchmarks, or metrics, let's say, and so we can do a much better, detailed analysis and quantify that according to the quartiles.


MS. BLANCHARD:  So there -- is there any way of reflecting a staffing analysis in terms of quartiles relative to comparable electricity generators?


MS. CARMICHAEL:  Well, since 72 percent of our costs are labour costs, we feel that the total generating cost benchmark reflects, you know, our attempt to be at a better quartile, in terms of costs, as well as production and ensuring continuous improvement in all areas.


MS. BLANCHARD:  Okay.  So I am still on Goodnight, still in part (a), page 3 of the report.  So there were some adjustments that were made when the benchmark was being developed, and one of them was for the 35-hour work week.  And that adjustment relates to the fact that Goodnight's database is based on American plants, where a 40-hour work week is the norm.  And the adjustment reading here along this right-hand column on page 30 results in an upward adjustment of 58 FTEs.


MS. CARMICHAEL:  Could you clarify the page, please?


MS. BLANCHARD:  Page 30 of the Goodnight report.  Oh, I see, 30 -- oh, I see, because you are -- I wasn't watching the screen.  I apologize.


So there has been this upward adjustment, and so one of the questions that we have is, if there was a 40-hour work week, you are going to have a more efficient staff, and so -- presumably.  Would you agree with that?  You have a smaller staff --


MS. CARMICHAEL:  If they worked five hours more, they would get more work done.


MS. BLANCHARD:  Right.  Yeah, right.  50-hour work week, be really --


MS. SWAMI:  I would just point out that we have contractual arrangements, and the pay is based on a number of hours in a week, so if we had a 40-hour work week, there would be a -- certainly an adjustment.


MS. BLANCHARD:  In terms of your labour costs?

MS. SWAMI:  That's correct.

MS. BLANCHARD:  Has that been reviewed in terms of cost-benefit analysis, the -- you know, the 58 FTEs relative to changing the work week from 35 to 40?

MS. SWAMI:  I really don't think that's something that we should -- should be discussing.  I think that's something that you could talk to the compensation panel about, but I would also ask that that's perhaps not something we should talk about. 

MS. HARE:  When you say you, you mean this panel?  Not that it's not germane to the proceeding?

MS. SWAMI:  I guess I would suggest there may be some confidential matters associated with that, that we would want to make sure was handled correctly. 

MS. HARE:  That's fine.  And I do think that what you are suggesting is not this panel.

MR. KEIZER:  Yes, I think that's right.  It's the compensation panel, rather.

MS. BLANCHARD:  I appreciate there is definitely going to be overlap between staffing benchmarking and compensation benchmarking, so I will move on and we will leave that for the next panel. 

The next place I would like to go is to the Auditor General's report.  And we have reflected an excerpt of that report in our compendium, but, again, you know, I am just realizing that we had the issue with the panel 1 compendium not being available.

I am just going to go to a few points in that Auditor General's report.  And I think my friend Mr. Crocker was referring to the same report earlier today.  I don't know whether -–

MR. KEIZER:  We have brought it up on the screen, so I think the panel can see it there.

MS. BLANCHARD:  Yes, okay.  So just turning to page, at the top left, 154, which is two pages in -- that's 156, so just back two pages.  There we go.  So that's 154. 

So this section of the report basically summarizes the key findings of the Auditor General in 2013.  And if I can just take you to the top bullet in the left-hand column, the auditor found that:

"OPG's overall staffing levels have gone down from 12,000 in 2005 to the 11,100 in 2012, but the size of its executive and senior management group, directors, vice presidents and above, has increased by 58 percent."

And they go on to refer to a survey that the Auditor General conducted, and indicated that number of people were citing overall staffing levels which might have created a top-heavy organization.

The first question that I have is:  I understand that OPG responded to a number of the comments that the Auditor General made, and so as part of the process of completing that response, did OPG receive copies of the background survey materials or studies which the Auditor General obtained? 

MR. KEIZER:  Sorry, just -- again, I am not sure this is the right panel for this question.  I mean, it either was a question that should have been posed to the overview panel -- I am not sure, to the extent that it relates to corporate matters or others, that the next panel may be the better one, but I am not sure that this panel, which relates to nuclear operations, OM&A projects and staffing levels within nuclear necessarily would be party to what was being decided or conveyed to OPG by the Auditor General.

MS. HARE:  Just a minute, please.  Ms. Blanchard, are you referring specifically to the nuclear staffing, or generally? 

MS. BLANCHARD:  I am -- the reason for my question is I am trying to get at what -- what appears to be a gap in terms of the staffing benchmarking that was undertaken for the nuclear group, especially given that the nuclear component of the operation represents a much larger proportion of the staffing for OPG generally.

And so the thrust of the question is just trying to see what other materials might be available to inform on the question of staffing levels specifically relating to nuclear benchmarking, which is why we are putting the questions to this panel. 

But if they should be more appropriately put to a different panel, we are happy to put that to the compensation panel.

MS. HARE:  Mr. Keizer, do you think that's the appropriate panel? 

MR. KEIZER:  I would think so.  I think the witnesses have already indicated that they have given all the benchmarking information that they have with respect to nuclear.  And I don't -- and I think that the aspect of the Auditor General information is not specifically targeted, so I think if we were to look at a panel as to where the next best place would be, it's probably that panel, not this panel.

MS. HARE:  Okay.  Thank you.

MS. BLANCHARD:  Thank you.  I will just ask another question, then, on this same bullet.  But the Auditor General seems to have recognized that OPG has started to reduce its staffing levels, but has also identified what I would describe as problem areas, and -- or areas which have not necessarily -- areas where overstaffing may not have been addressed by this broad reduction in staffing levels.

So in terms of the functional groups that Goodnight described, has OPG applied the top-down analysis that Scott Madden helped develop in terms of the radiation protection function to those specific functional groups, in terms of looking at how these problem areas could be targeted? 

MS. SWAMI:  I was just going to -- could you just clarify?  So you are asking if -- or I am going to ask you to clarify the question. 

MS. BLANCHARD:  Yes.

MS. SWAMI:  You are asking if, for radiation protection -- I can't remember the name they use, but radiation protection function, have we used a top-down approach for setting targets for staffing that function?  Is that your question? 

MS. BLANCHARD:  No, that's not the question.  I apologize if it wasn't clear.

I understand from the evidence over the past few days that, generally, attrition over the whole of the nuclear staff has been -- has resulted in the reduction from approximately 850 to 433, or whatever the specific number was, and that that's sort of broad attrition and reduction.

And we have identified the -- the panel has identified already that there are instances where that attrition may not be occurring in the places where we would like to see it occur, based on the Goodnight functional analysis. 

And so my question is:  Have there been efforts to target some of these functional groups where overstaffing has been identified as problematic, for example, by the Auditor General, in terms of senior management? 

MS. CARMICHAEL:  So for business planning purposes, which -- we develop guidelines for staffing levels, we do use a top-down approach that was implemented which we began in 2009.  What we do is we say, okay, look at the attrition model for our groups, and we actually can look at it by division and age and kind of come up with a -- you know, they are going to attrit -- we are going to attrit in these areas, and then the expectation and the direction provided to these groups is that they have to meet those numbers if they attrit.  They cannot rehire, let's say, unless there are areas that are specifically -- they are critical jobs, and there are functions where we are seeing attrition below what we -- or higher than what we expected, so then we look at, okay, do we want to hire, do we want to train people, because there is a lagging between training and actually being able to do the job, so we are managing all that, and we do that in a top-down fashion, so if that's your question, is are we giving top-down targets around staffing levels, yes, I would say, yes.

MS. BLANCHARD:  Are there instances in specific functional groups where senior management is saying attrition is not going to be enough, you have got to do something extra?

MS. CARMICHAEL:  Currently from a corporate perspective we are using our attrition to enable us to reduce our head-count number, and we have not implemented any other measures.

MS. BLANCHARD:  So I am going to move on to a new area, but I only have a few questions on it, and then I will be wrapping up.

But I understand that on the basis of the methodology which Scott Madden helped to develop, OPG now prepares its own benchmark reports.

MS. CARMICHAEL:  Nuclear, yes.

MS. BLANCHARD:  Nuclear benchmarking reports.

MS. CARMICHAEL:  Nuclear OPG has continued developing that report on an annual basis using the same methodology.

MS. BLANCHARD:  And where does the peer data come from for those reports?

MS. CARMICHAEL:  So they -- if you go to the benchmarking report, there is a page at the beginning, which is page 2 on the 2012 benchmarking report.  I will give you the exhibit number in one second.  It is F2-1-1, Attachment 1, would be the annual benchmarking report, and that is our 2012 report.

MS. BLANCHARD:  Yes.

MS. CARMICHAEL:  And so if you look at page 2 in that report, it does indicate our peer groups and what metric we benchmark against, which peer group, and we -- they are typically -- there is typical information for part of these associations, and we can have access to data.

So for example, EUCG, which is the last, right-hand column, where all our cost data comes from, we are members of EUCG, and as a member organization we have access to information of all the utilities that contribute to that database.

And in our -- for most of our operational metrics, we are members of World Association Nuclear Operators, WANO, and because of that every -- every -- basically every quarter we can look at that information and compare ourselves to the industry.

MS. BLANCHARD:  Okay.  And so in terms of members of WANO who are CANDU operators, are there many?

MS. CARMICHAEL:  So if you go to the back of the report -- I will give you the exact page.  Pages 90 to 93, table 7 to table 11 will give you which member organization was included in the panel.  So on -- for the WANO panel, there is a list of who is in there.  So from a CANDU perspective you will see Bruce is in there -- I should put my glasses on.  And then if you see table 9 on page 92, it says "COG CANDU" which is -- which will list the operators and the plants that we have information for the COG CANDU panel.

MS. SWAMI:  For the record, COG is CANDU Owners Group.

MS. BLANCHARD:  Okay.  And so do either COG or Bruce provide any staffing number information as part of that?

MS. CARMICHAEL:  No, these are operational metrics that come from CANDU's Owners Group.  And that is why you will see on table 1, page 2 that the metrics we use -- we use that information to determine our benchmark position are all operational targets, or operational metrics, so it's collective radiation, airborne tritium, force loss rates, all the generation metrics are part of that panel and that database.

MS. BLANCHARD:  Those are my questions for this panel.

MS. HARE:  Thank you.

MR. KEIZER:  Madam Chair, if I may, just to clarify about the questions relating to the Auditor General report and whether the next panel is the best place for my friend to pose those questions, our thought is, just conferring with OPG staff, that it may be that the final panel, the finance panel, may be best.  The reason being is that Mr. Barrett, who testified on the overview panel, and would likely have received these questions, will also be testifying on that panel and so would probably be able to address that question.

MS. HARE:  We will as a panel talk about that over the break, okay?  And we will take a short break until 3:20, and then, Mr. Elson, you will be up next.

MR. ELSON:  Thank you.

--- Recess taken at 3:04 p.m.


--- On resuming at 3:23 p.m.

MS. HARE:  Please be seated. 

As a result of Ms. Blanchard's cross-examination, there was a discussion about which panel would answer questions relating to the Auditor General's report, and, Mr. Keizer, you suggest it would be the finance panel, but we are looking at the interrogatories associated with which panels.

And looking at panel 5, there are two relating to staffing that relate to the Auditor General's report, and those are L6.8-1, Staff 109, and L6.8-2, AMPCO 063.  And there are more, my fellow panellist tells me.  Those are just two examples.

So we would suggest that panel 5 should be prepared to answer questions related to the Auditor General's report, as well as some questions that then will relate more to the pension issues under No. 7.

MR. KEIZER:  And we agree with that.  We actually talked about it over the break and came to a comparable conclusion, so that the witness tomorrow on 5 will be a able to address those, and anything that's a follow-up financially will be addressed in the final panel.  So we agree wholeheartedly. 

MS. HARE:  Always good when we are on the same page.

MR. KEIZER:  We are, indeed.

MS. HARE:  Okay.  Good.  Thank you.

So, Mr. Elson, please proceed. 
Cross-Examination by Mr. Elson:

MR. ELSON:  Thank you, Madam Chair.

Panel, my name is Kent Elson.  I represent Environmental Defence.  And the good news is that I think we will be done a bit early today.  But I do have some questions, and I would like to start at a very high level, actually, and ask you to refer to tab 8 of our document, which starts on page 40.

MS. HARE:  We will give that an exhibit number. 

MR. MILLAR:  Yes.  This is compendium of Environmental Defence, which I believe the panel has.  It will be Exhibit K --


MR. KEIZER:  Just before we mark the exhibit, sorry, if I could raise one point with respect to the documents contained in Mr. Elson's compendium.

Contained in that compendium are, like other compendiums, parts of OPG's evidence and Board decisions or past cases, which obviously relate directly to OPG.  But included in that compendium is excerpts from, I believe, either a Hydro Quebec report or a Régie report -- I am not sure which -- plus also an interrogatory from, I believe, the IPSP proceeding, which is a PWU –- or Pollution Probe interrogatory as part of the IPSP proceeding in 2007, and as well as a PowerPoint that's from the OPA, none of which, of those three documents, obviously has been prepared by OPG.

So I question, one, the ability of the witnesses to be able to the address those; and two, that it's not clear to me as to the nature of their relevance to this proceeding, especially in light of your ruling with respect to policy matters and issues related to costs and derivation of rates and the dividing line between the two.

It would seem to me that it not be appropriate to mark those as exhibits until it was derived as to whether or not they related to any degree of relevance to what's being conducted in these proceedings.  So it may be that we have no issue with respect to marking the remainder of the compendium, but it seemed to me that those parts of the compendium, I have difficulty understanding the nature of the relevance, and I don't think they should be admitted in evidence just because they are part of a compendium.

MR. ELSON:  I would submit that the correct approach to take and the approach that the Board has taken in the past with document books would be to have it marked as an exhibit so it can be discussed and parties can understand what's being referred to, and if objections are going to be made with how a document is going be used, that those objections be made at the time in the context, because of course those objections will relate to how the document is being used.

There is nothing in and of itself that is improper about putting a document to a witness to ask that witness questions about that document.

I propose to start, for example, with Document 8; that is a document that's been filed in this proceeding.  There is clearly not going to be any objections related to that, and it would seem to be me to be more efficient, if objections will be made, to make them as the documents arise in my cross-examination.

MR. KEIZER:  My point relates not so much to the fact that -- an issue of objections.  I will object if I think the question is irrelevant, and I will object if the question -- if the document is not relevant.

My concern is that when something gets marked as an exhibit, it's then treated as evidence in this proceeding and it forms part of the record. 

It seems to me that by marking it as an exhibit now, we are prejudging the relevance of the document.  And so it would seem to me either we could identify it and mark it for identification purposes, or else we deal with it on a document-by-document basis, or we ask that these documents be excluded from the compendium as it exists, and then mark that compendium.  And when these documents arise in Mr. Elson's cross, we can deal with them individually at that time.

MR. ELSON:  I would have two responses to that.  I don't see how --


MS. HARE:  Can I say --


MR. ELSON:  Yes, please.  Of course.

MS. HARE:  I think your objection is the fact that these are not OPG documents, but this would not be the first time that we have had documents introduced that are public documents and were provided to the witnesses in advance.  So I am not sure I understand your concern.  Relevance, yes, I understand, and we can deal with that document by document.

MR. KEIZER:  I guess I am concerned in the fact that because it forms part of a group of documents -- not unlike, I guess, our concern when we looked at the 900 pages that GEC was going to file -- is that we file a document.  We say:  Okay, we have got a compendium.  Therefore now let's mark it as an exhibit.  It forms part of the record.  You know, it would seem to me that if ultimately later you conclude that the issues being raised by Mr. Elson are irrelevant, then those matters should be excluded from the record.

And I guess I am concerned that sometimes what happens are we going to enter a situation where this gets marked and then he may or may not refer to it in his cross, but everybody then treats it as being an exhibit in the proceeding and refers to it as if it is evidence, and then we end up dealing with it later in argument or otherwise.  I just felt that in terms of how we were to treat it now, I would raise it at the outset.

MS. HARE:  Mr. Elson?

MR. ELSON:  I would have two responses to that.

One, Mr. Keizer said that marking this as an exhibit is prejudging the relevance of it.  I don't agree that that's the case. 

Secondly, as a practical matter, if we have to tear apart this document book and mark each separate document as a separate exhibit number, it's going to be unwieldy and perhaps take us past 4:30, and I don't really see any merit in doing so.

MS. HARE:  Okay.  Give us a minute, please.

Oh.  My fellow panellist reminded me that I should ask Mr. Millar if he has any comments.

MR. MILLAR:  Madam Chair, I would suggest at minimum you should mark it for identification purposes.  As Mr. Elson has said, it's not uncommon for outside documents to be put to witnesses.  You don't really know what weight can be assigned to those until that happens, but I think the practice generally has been to at least mark it as an exhibit.

Mr. Keizer may be correct that there is some concern, then, especially in cases where you have, like, a 900-page document.  Here, my expectation is Mr. Elson will go to each and every one of these documents.  There aren't that many.  And to the extent it's determined they aren't relevant or not helpful, the fact that it's marked for identification purposes as an exhibit is not going to help anyone in final argument, I don't think, if it's ruled by the Board that this isn't helpful.

MS. HARE:  Thank you.  Okay.  We will give this, the entire compendium, an exhibit number.  And then, Mr. Keizer, if you object to certain lines of questions, then we will deal with that.  So it will be marked as Exhibit 6 -- what are we at, 3? 

MR. MILLAR:  K6.3. 
EXHIBIT NO. K6.3:  ENVIRONMENTAL DEFENCE CROSS-EXAMINATION COMPENDIUM.

MR. KEIZER:  Thank you, Madam Chair.

MS. HARE:  Thank you.

MR. ELSON:  Thank you.  Well, I am off to a fast start here, but my first questions, as I was saying, are at a very high level.  And if I could ask you to turn to the second-last page in our compendium, which is at tab 8, page 43 of our document book.  I will refer to it as a document book.

I would like to read -- while it's being pulled up, I will read from the paragraph at the bottom.  It says:

"It is important to consider OPG's payment amounts within the context of the greater Ontario electricity industry as a whole.  For the first six months of 2013, OPG's average revenue was 5.6 cents per kilowatt-hour, whereas the average revenue for all other electricity generators was 10.1 cents per kilowatt-hour.  For the three months ending June 30th, 2013, the 10.1 figure jumps to 11.1 cents per kilowatt-hour, while OPG's average revenue stays at 5.6 cents per kilowatt-hour."

And if you turn over the page -- that's page 44 of Environmental Defence's document book -- you will see two figures there which illustrate the point that was made on the previous page.

And my simple first high-level question is why, in your opinion, is it important to consider these figures as it is suggested on page 43?

MS. SWAMI:  So I think that these figures are a reflection of the fact that OPG has been moderating the rates that the ratepayer has been paying for a number of years.  It's a comparison, when we have been benchmarking ourselves against costs, against all of these other factors, you have to take into consideration what our actual revenue would be, and I think that obviously it's much less than the non-OPG generators.

MR. ELSON:  So would you say that the fact that OPG's prices are lower than the average of other generators suggests that the payment amounts are reasonable?

MS. SWAMI:  I -- I -- I guess I would say that OPG is in a position they need -- that we need to recover the costs of our operation, we need to factor that into our rate application, and in fact, we know that the shortfall, for instance, in nuclear generation has resulted in a shortfall in our revenue and has certainly been a major portion of why we are seeking a rate increase.

So, yes, I believe that this would reflect how OPG needs to -- relates to the rate that we are expecting going forward.

MR. ELSON:  So the comparison between non-OPG and OPG rates is saying that the customers are still getting a good deal, the OPG rates are less.  Is that the gist of this?

MR. KEIZER:  Sorry, can I just interrupt my friend for a moment?  The questions that he is asking relates to this Exhibit A1-3, schedule 1, was something that was attached to the overview panel and, you know, which we're able to deal with the rate request overall for OPG and the overall approach with respect to this evidence, and it's not evidence that was directed to this panel or for which they have responsibility.

So I guess I, one, raise the question, why wasn't it more appropriately provided to the overview panel, where the question could have been addressed instead of this panel?

MR. ELSON:  My questioning relates specifically to Pickering.  I don't believe that the witnesses can't answer the question.  If that was the case, of course, I would have to pose it to a different panel.  It's a very high-level question.  I believe Ms. Swami was about to answer it.

MR. KEIZER:  She may be about to answer it, but I am asking her not to --

MS. HARE:  Sorry, but it's high-level but related to these Pickering operations or the nuclear operations?

MR. ELSON:  It is a precursor to questioning about Pickering, yes.

MS. HARE:  Yes, then we will allow it.

MR. ELSON:  I will have to repeat the question, because even I have forgotten it.


[Laughter]

My question is just the purpose of the comparison between OPG and non-OPG numbers, and I guess I am trying to get a layman's understanding of why you are making that comparison, and one way to describe it would be that it suggests that customers are getting a good deal compared to non-OPG numbers, or suggests that what you are seeking is reasonable, it's not all that high, it's not higher than what other people are getting.  Is that about right?

MS. SWAMI:  So if I look at the previous page that you pointed out earlier, on the previous page, you will see at line 26 on page 4 of 8 or 43 of the booklet, it talks about OPG's moderating effect on electricity prices.  It talks about how we have not had an increase in our base payments.  It goes on to the next page to discuss that.

So I think this comparison would look at, there was increases to non-OPG generators, OPG did not get that in their payment amounts, and that we are still moderating the price of electricity for Ontarians.

MR. ELSON:  Thank you.  I will move on.

Perhaps I will provide a bit of an overview of the questions that I will be asking.  The questions will relate to a comparison of Pickering's costs versus other power generators, both nuclear and non-nuclear.  Other intervenors have been and will thoroughly, I believe, address the nuclear benchmarking, so a comparison with nuclear power generators, so we will focus on a comparison with non-nuclear generators.

Of course, the purpose is to assess whether OPG should be allowed to obtain 100 per cent of the payment amounts it seeks in this proceeding.

And so to that purpose, I would ask that you please turn to tab 1 of the Environmental Defence document book.  And I will be touching briefly on the nuclear-to-nuclear comparison, but only very briefly.

Tab 1 of the Environmental Defence document book -- I will wait until it comes up on the screen.  Tab 1 is page 1. And very briefly, this is a report prepared for OPG in 2009 by Scott Madden, and if you turn over to page 2 of the Environmental Defence document book at page 118 of the report, according to this page, Pickering A nuclear station was the highest-cost nuclear plant in North America in 2008, and Pickering B was the fifth-highest-cost nuclear plant.  Is that a correct reading of this table, this figure?

MS. SWAMI:  Yes.  On this -- I am sorry, on this comparator of a three-year total generating cost per megawatt hour, you can see the ratings for Pickering A, Pickering B, and Darlington, yes.

MR. ELSON:  Thank you.  And if you turn over the page in our document book to page 3 -- that's page 122 of the Scott Madden report -- according to this figure, Pickering A and B were the first- and second-most-costly nuclear power plants in North America, in terms of non-fuel operating costs per megawatt hour.  Is that a correct reading of this figure?

MS. SWAMI:  Yes, for non-fuel operating costs, that's correct, because, of course, the advantage of the CANDU is the fuel, and when you look at the total generating costs, we include that as well, and I recognize what you have said earlier, so not to quibble with the ratings here.

MR. ELSON:  And the total generating cost was the figure we were just looking at just now on page 2.

MS. SWAMI:  That's correct.

MR. ELSON:  And now in 2011 Pickering's non-fuel operating costs are still more than double those of Darlington and more than double the industry median; is that correct?

MS. SWAMI:  Sorry, I am missing the page.

MR. ELSON:  That's on page 4, which is at tab 2.

MS. SWAMI:  So if I look at this table, I see the three-year total generating cost, the median is 41.28, and the Pickering is 65.85?

MR. ELSON:  I am looking at the three-year non-fuel operating cost per megawatt hour.

MS. SWAMI:  Correct, but of course in our estimation, and as Scott Madden has suggested, the appropriate measure is the total generating cost.

MR. ELSON:  If you could turn to tab 3 of the document book, which is page 5 of the document book, this is Undertaking JT1.14, refiled June 3rd, 2014.  If you could turn to the second page of this undertaking response, there is a table entitled:  "Pickering unit operating cost summaries 2010 to 2015."

And you would agree that for 2014, the forecast operating costs, including its fuel costs, are 8.16 cents per kilowatt-hour?  

MS. SWAMI:  This includes the fuel cost, but it also includes a number of other costs on this table.  And Mr. Blazanin can provide more detail. 

MR. BLAZANIN:  This table was prepared in response to this interrogatory, and it had asked if all of the costs that were included in terms of corporate costs, other post-employment benefits for past service, et cetera, if all of those costs could be summed together and allocated back to Pickering, or a portion to Pickering.  And this is what this table constructed.

It is not total generating costs, as per the previous tabs that you have identified. 

MR. ELSON:  Now, total generating cost is a number that you have used for nuclear benchmarking when you are comparing two nuclear plants; is that correct?  

MR. BLAZANIN:  That is correct. 

MR. ELSON:  And what we are talking about here is somewhat different.  It's an operating cost summary, which includes more costs which are allocated or central cost which are allocated to Pickering; is that correct? 

MR. BLAZANIN:  That is correct. 

MR. ELSON:  And does this include pension costs and post-employment benefits?  

MR. BLAZANIN:  Yes, I believe it does. 

MR. ELSON:  Because I know there was a discussion, I believe, with Mr. Millar yesterday about your other cost figures, not including pension and post-employment benefits.  So I just wanted to be sure that these numbers do include pension and post-employment.

Are you positive about that?

If you need to check, we could just do an undertaking.  

MR. BLAZANIN:  We can double-check that and get back to you.  We can take an undertaking on that. 

MR. ELSON:  Thanks.  I would ask that the undertaking would be to confirm whether these numbers include pension coast and post-employment benefits, and, if not, to provide revised numbers that include those costs. 

MR. MILLAR:  J6.3. 
UNDERTAKING NO. J6.3:  TO CONFIRM WHETHER OPERATING COST SUMMARY INCLUDES PENSION AND POST-EMPLOYMENT BENEFITS, AND IF NOT, TO REVISE THE SUMMARY TO INCLUDE THEM.

MR. KEIZER:  Let's first understand whether or not we can break out the pension employment costs in that way.  I am not sure if we can say –- if it's doable. 

MR. ELSON:  Best efforts, of course. 

MS. CARMICHAEL:  So when we -- just maybe I can answer the question, because when you provided your first response, you did do your own calculation.  And it was based on the table -- I believe it was table 1 -- that includes all costs, including pension costs, current and past pension costs.

And so your calculation used all the dollars that we were applying for in our rate application, and so we basically took the same numbers that you had and we did just an allocation to Pickering.  So I would say that they would include all costs that are in our rate application under table -- I think it's table 1F.  I can get you the exact number, but it is the table included in evidence that has all our costs in there. 

MR. ELSON:  Okay.  Thank you.  And if it doesn't include anything, you will confirm that with us as well? 

MR. KEIZER:  Could we just, for the record, make sure that it's clear what exhibit we are talking about?  

MS. HARE:  I think, Ms. Carmichael, Mr. Elson gave you the opportunity to double-check whether -- what is included, whether pension costs and other employment costs are included.  I think it would be better if you actually did that review and, instead of relying on Mr. Elson's table, you confirm what the numbers include and what they don't include.

MS. CARMICHAEL:  Yes, we will do that. 

MR. MILLAR:  So that's J6.3.  

MR. ELSON:  To assess the reasonableness of requiring consumers to pay 100 percent of OPG's costs for operating what appears to us to be a high-cost nuclear power plant, we are now going to move to compare or ask questions about a comparison between Pickering's costs and other options of meeting electricity needs from other generators or other sources.

Specifically, we will be asking questions about how Pickering's costs compare to the costs of energy conservation, renewed -- sorry, reduced renewable electricity curtailment, and increased output from existing gas-fired power plants and water power imports from Quebec.

So to that end, if you could please turn to page 4 in the Environmental Defence document book? 

MR. KEIZER:  Madam Chair, this is, I guess, where we get to the issue of relevance.  My friend has indicated that he is going to take the costs that he has now created through the undertaking, and compare it to conservation, to hydroelectric imports from Quebec, to other forms of generation, none of which fall under the experience or expertise or form part of the evidence that this panel has.

They are not here as system planners; they are not here in terms of optimization of energy with respect to this.

This is, I think, where we get to whether this hearing is about the assessment of the LTEP, or whether it's the assessment of the prudence of the costs, operation and maintenance and capital, that OPG is seeking to include in the payment amounts.

MS. HARE:  Mr. Elson, do you have a response?  

MR. ELSON:  I can make some comments about the relevance of the comparison between the cost of Pickering and the cost of non-nuclear generation, which I believe is the core of the issue. 

In our submission, this is one of the factors that the panel can and, in our submission, should consider when assessing the reasonableness of payment amounts.

And the question is basically this:  Absent Pickering and absent Pickering's continued operations, where would we be getting our power from and what would the costs be, and how would those costs match up with the costs of Pickering?

Now, OPG has made this comparison itself.  It makes the comparison between OPG costs and non-OPG costs in the first exhibit that I took the panel to this morning, or just recently.  I shouldn't say this morning.  That's Exhibit A1, 3.1, page 4.

This comparison was also made in the letter provided by the OPA.  That's the April 16th, 2012 letter.

And there's two points to –- I'm trying to make two points by bringing up those pieces of evidence.

The first is that by putting that evidence in the record, where OPG has compared its costs with the costs of non-nuclear, non-OPG generation, it's acknowledging the relevance of that comparative evidence.

And secondly, from the perspective of fairness, OPG is trying to put in its own comparative evidence while withholding -- or preventing intervenors such as Environmental Defence from making a comparison of their own between OPG's costs and the costs of alternative sources of power. 

And I guess my last point would be from a practical perspective or a common sense perspective.  If OPG's costs are far higher than what there would be in the absence of Pickering, that suggests to the Board that OPG should be doing a better job of keeping its costs low and should be trying harder.

So those are a number of ways in which this kind of material is relevant to the questions that are before the Board. 

MR. KEIZER:  Well, I guess firstly, with respect to what you, the Panel, can consider, I mean, you can consider that, and you certainly can consider it by assessing the arguments.

And what my friend is raising is, really, he is trying to put forward his argument to the witnesses and see if he can actually have them accept a report relating to Hydro Quebec, which they have never been involved with.  They are not hydro experts, they are not exports in the importation of power into Canada, or the transmission requirements, or whether or not the government of Ontario would ever enter into an agreement with Hydro Quebec, all of which, you know is a speculative exercise.

It's the same being with respect to the other areas which he chooses or intends to compare.

So it, in my view, is, at its best, argument, and it is not appropriate to put to these witness.

Yes, there is comparative analysis in the evidence of OPG.  That is fine.  If he wants to explore what was the basis of that comparable calculation and what number was used to create that calculation, he can cross-examine on that.  

But to the extent that we are somehow precluding him from putting forward evidence of alternative pricing, we have not.  There was a procedural order that was issued by this Board.  This Board set down dates by which he could have filed evidence; he chose not to file evidence.  He has been trying to, through the course of this proceeding, bring this evidence to bear without having exercised his own due diligence to bring forward evidence in this regard.

So it seems to me that this is about deciding what's the appropriate supply mix.  It is something that is more appropriate for the OPA, if the OPA was ever to have a proceeding on the LTEP, which it does not, and that is where this should be positioned, not within the context of the payment amounts and the amounts associated with the operation and prudent practices of operating and conducting the operation of these facilities.

The issue of what is the optimal price or supply mix for the Province of Ontario with respect to relative energy aspects falls within the mandate of the Government of Ontario and the Ontario Power Authority.  It is not something that OPG has control of.  It will never enter into a contract with Hydro Quebec, and it will never be able to promote conservation programs with local distribution companies or otherwise.  So I think it's completely outside the realm.

MS. HARE:  Thank you.  Just give us a moment, please.

Mr. Elson, you look like you want to say something.

MR. ELSON:  I will be brief.  In the comment about due diligence, we filed this material within the 24-hour period necessary, actually, I think 48 hours for the panel to be able to review it.  I would like to put it to the panel to ask if they disagree with certain aspects of it or have comments or give them the opportunity to respond to it.

And with respect to Environmental Defence seeking to rejig the supply mix or rewrite the long-term energy plan, that is not what we are seeking to do.

MS. HARE:  Thank you.  Mr. Millar, do you have any comments?

MR. MILLAR:  No.  I don't know what the questions are yet with relation to these documents, necessarily, so it's hard to comment.  As I said previously, it's not uncommon for external documents to be used as a platform for asking questions, and then typically the questioner has to take the answers as they come if they haven't filed evidence on their own.

So again, I am not exactly sure where Mr. Elson is going with this, so I can't comment further on it at this point.

MS. HARE:  Okay.  We are just going to take a few minutes and come back.

--- Recess taken at 3:55 p.m.


--- On resuming at 4:04 p.m.

MS. HARE:  Thank you.  Please be seated.
RULING:

Through this hearing, we are not determining the appropriate supply mix; that's been determined by government policy and the OPA.  And the scope of this hearing was made clear in Procedural Order No. 10.

So, Mr. Elson, we invite you to ask questions with respect to nuclear costs -- that's the responsibility of this panel -- and to relate it to the evidence that they have provided with respect to OM&A on nuclear costs. 

MR. ELSON:  Thank you, Madam Chair. 

Am I to understand by that ruling that the comparison that we propose between OPG's costs in their Pickering station and, for example, power imports from Hydro-Québec is outside of the scope of this hearing? 

MS. HARE:  Well, I think you can ask them, but don't be surprised when they say that they don't know.

MR. ELSON:  That they don't know?

MS. HARE:  Because that's not what they do.

MR. ELSON:  Okay.  So I think what -- Mr. Keizer mentioned that these witnesses may not have the expertise to answer some of these questions, and I understand that that may be the case.  I will begin asking them, just for the sake of giving them the opportunity to respond to some of these documents.

It may be that an OPA witness is called, and we may, for example, want to put this OPA document to the OPA witness who prepared the cost-benefit analysis.

While we have the Pickering panel, I will raise these points initially with them, but only very briefly.  And of course, if the panel members are not able to answer my questions, I will move on immediately.

MS. HARE:  Okay.  Thank you.

MR. ELSON:  Returning to tab 4, this is page 7 of the Environmental Defence document book.  This is an OPA PowerPoint presentation:  "Cost of electricity service, 2013 Long-Term Energy Plan module 4."

And on page 8, there is a reference to the cost of energy efficiency measures, a forecast figure from 2015 to 2020, which is 3.5 to 4 cents per kilowatt-hour.

And in light of your knowledge and experience and how that is focused on nuclear, I would just ask you if you have any reason to disagree with these numbers.

MS. SWAMI:  Given my expertise, I can't comment on these numbers.

MR. ELSON:  Thank you.  I will move on to tab 5.

This tab shows the fuel and operating cost of natural gas-fired combined-cycle power plants, assuming a gas price of $8 a million British thermal units -- per British million -- British thermal units.

Adding up the circled numbers, the total operating costs would be 5.9 cents per kilowatt-hour, including both the fuel cost and the variable operating, maintenance and administration costs.

Now, would you agree to that, just to that calculation, subject to check?  That's dollars per kilowatt-hour, 5.9.

MS. SWAMI:  So I can agree with the mathematical summation, but on -- I have nuclear experience.  I don't have any experience with gas plants.

MR. ELSON:  And none of the panel members have any experience with gas plants?

MR. BLAZANIN:  I have no experience.

MR. LAWRIE:  I have no experience.

MR. ELSON:  Thank you.  I will do one more calculation with the panel, just to ensure that you don't disagree with that, and then move on.

These numbers assume a gas price of $8 per million BTUs.  If we were to assume a gas price of $5 per million BTUs, the fuel cost would be decreasing by five-eighths, which would bring you from $5.6 per kilowatt-hour down to 3.5 per kilowatt-hour.  Do you agree with that math, subject to check?

MR. KEIZER:  Madam Chair, I don't understand why we would be dealing with the correction of whether the math is right or not.  It's not a mathematical exercise.  This isn't a math test.  They have already indicated they have no experience with gas.

MR. ELSON:  I will move on.

MS. HARE:  Thank you.

MR. ELSON:  Turning now to tab 6A, this is a translation of a document by the Quebec Energy Commission.  On page 27 of the document book -- I will wait until it's pulled up on the screen.

You know what?  I'll jump right ahead to page 30?  My apologies.  Just wait until you just got there.

Page 30 of the document is page 183 of this report.  And according to the first line on table 16.2, Hydro-Québec will be exporting 20.1 terawatt-hours of electricity at 3 cents per kilowatt-hour in 2014 and 25.4 terawatt-hours of electricity at 3 cents per kilowatt-hour at 2016; do you have any reason to dispute these estimates?

MS. SWAMI:  So, again, I can read what you are reading, but I have no expertise in hydroelectric generation.

MR. ELSON:  How about I ask you a question you can answer?  Which I will do now, which is:  Pickering's forecast output over the next few years is roughly 21 to 22 terawatt-hours; is that right?

Just a rough figure is sufficient.

MS. SWAMI:  I would have to check.  I don't have it right off the top, but if you give me one moment I can give you that number.

In our evidence, in 2014 the generation from Pickering based on the N2 or the second impact statement would be 20.4 terawatt-hours, and 21.3 terawatt-hours in 2015.

MR. ELSON:  Thank you.  The next document I would like to take your attention to is the Long-Term Energy Plan, but as I go through these documents, I think it may be better that I put this evidence to an OPA witness if they do attend.

Perhaps, instead, I can ask you a broader question.

I take it that OPG hasn't done a comparison of the price of Pickering compared to the price of the generation options that would take its place in the event that Pickering were not to go through with its continued operations as planned?

MR. BLAZANIN:  In the business case or economic assessment that we did in 2010 and 2012, we compared the cost of Pickering on the system compared to the cost of alternatives on the system.

So through that analysis, we did do a cost comparison of alternatives, to determine if there was an overall benefit or an overall cost of extending the life of Pickering.

but we did not compare the price of Pickering to the price of wind or to the price of gas or other things like that.

MR. ELSON:  So the comparison that you did was with a single-cycle gas plant; is that correct?

MR. BLAZANIN:  I believe gas was considered as the replacement alternative for the capacity --


MR. ELSON:  That was the replacement alternative.

MS. SWAMI:  So I just want to clarify.  That's a modelling of the system?  It's not a, we looked at some specific replacement and compared the cost?  I think it's not a straightforward, we can pull a table out and say the cost of this was this and the cost of that, which I think is some of the material that you have here.  This was, as part of that business case, a model was developed on how to get to what is the benefit with a no continued ops case and with a continued operations of Pickering, and that is what the business case is about.  It's not a specific modelling to determine, you know, is it better to operate any particular type of generation, it's purely looking at whether there is benefit to the system for Pickering to continue to operate.

MR. ELSON:  And as part of that cost/benefit analysis, what the alternative was, what you were comparing it was to is a single-cycle gas.  That is the only --


MS. SWAMI:  The comparison was with a continued operations case --


MR. ELSON:  Yes.

MS. SWAMI:  -- and a no continued operations case.  Those are the two cases that we considered.

MR. ELSON:  And the no continued operations case assumed that the power that Pickering wouldn't be putting into the system would come from single-cycle gas; is that correct?

MS. SWAMI:  I think it would be better if we pulled up the Pickering continued ops business case.  So if we could go to F2-2-3, Attachment 1.  You can see some of the way that that -- the net present value was calculated, if we went through that we would find that there was several things that were looked at.  Some of it was the gas forecast prices, some of it was the value during various times.

So you'd have to go through this entire business case to be able to, you know, find a specific thing like that, because it was a model of the system, it wasn't a specific comparator.

MR. ELSON:  In the model of the system, when you don't have Pickering, where does the power come from in the no continued operations scenario?

MS. SWAMI:  So what -- I guess I would step back.  The continued -- the Pickering continued operations business case was done to look at whether we should continue to operate Pickering or not.  We are not doing a system plan with this business case, we are looking at, is there a benefit to continuing to operate Pickering.

So we did that analysis.  The OPA did a review of that analysis and concluded that there was still a net -- a net benefit from continuing to operate, but they also looked, as did we, at some of the qualitative factors that would result from continuing to operate Pickering, and so that is what this analysis was about.  It wasn't a specific comparison to a specific type of plant that would replace it.

And so when you do this modelling, I can't say that it was replaced by wind, I can't say it was replaced by gas.  I'd have to look at the entire model, which is not a -- it's not a one-to-one relationship, if you will, and that is why this model has sensitivity analysis around it and considers a number of factors.

MR. ELSON:  Would you agree that the OPA model assumed that the replacement power will come from single-cycle gas plants?

MS. SWAMI:  I can't comment on what was included in the OPA model.  We have obviously all seen the compendium of material, but I personally am not involved with the actual modelling of these types of -- we rely on our specialist to do that for us, and I can't say what they did or did not do.

MR. ELSON:  Were you provided with the OPA report?

MS. SWAMI:  The OPA report that -- the draft report through the freedom of information request that Greenpeace filed?

MR. ELSON:  I mean the April 16th, 2012 OPA report entitled "Report on the integrated power system planning impacts of Pickering nuclear generating station continued operation".  That's the report which underlies the OPA's net benefit or net cost analysis of Pickering that is described in the letter at attachment A, so that's F2 -- sorry, attachment 2, so F2-2-3, attachment 2.

MS. SWAMI:  So what we have is the letter of August 15th, 2012 that you are referring to.  This is the material.  This is the material that OPG received at the time.  The report that I believe you are referring to, if I understand it correctly -- and I don't have the cover page in front of me to quote -- I believe was through the freedom of information request by Greenpeace; is that correct?

MR. ELSON:  That is how Greenpeace received it, I understand.  My question is whether that April 16th, 2012 report was provided to OPG.

MS. SWAMI:  No, it was not.

MR. ELSON:  So that's a report that you can't speak to at all?

MS. SWAMI:  Not from the perspective of the contents.  I mean, I can read a report as much as anyone can read a report, but it's certainly not a report that I was involved with.

MR. ELSON:  Going back to the cost/benefit analysis undertaken by OPG itself, if you were comparing a Pickering continued operations and non-continued operations scenarios, the power must come from somewhere, and I would just like to return to my simple question, which is, where does that power come from?  I am almost positive that in the scenario it's assumed that the power is coming from a single-cycle gas plant, and you must have an alternative source of power in order to compare two scenarios from a cost/benefit analysis.

So my question is, where is that alternative -- what is the alternative source of power?

MS. SWAMI:  So perhaps you can direct me to where that is coming from the evidence.  That might help me here.

MR. ELSON:  What I am referring to is the business case, where you discussed a comparison between Pickering continued operations and not continued operations of Pickering and the net benefit analysis.  That is what I am referring to.

MS. SWAMI:  I understand that.  I guess what I was hoping you could do is direct me to the page that you are referring to.

MR. ELSON:  I don't know where the reference is.  I am asking the question.  When you did the Pickering non -- when you made the scenario that didn't include Pickering, where is your power coming from?

MR. KEIZER:  I think she has already answered the question.

MS. HARE:  And her answer was that she didn't know?

MR. KEIZER:  That's right, or that it was a comparison based upon a model of whether Pickering is there or not, and it's a system model, so it wasn't a particular comparison between this and this generation.  It was an actual, if we take Pickering out of the -- out the system, what is the implication of taking it out of the system.  That is as I understand it.  And maybe the witness can confirm whether that assumption is true or not.

MS. HARE:  Ms. Swami, do you agree with what Mr. Keizer just said?

MS. SWAMI:  Yeah, I think that was what I was trying to say, and I believe Mr. Keizer has probably done it better than I did.  However, I guess if I was to direct us to look at F2-2-3, Attachment 1, page 1 of the business-case summary, it discusses at a high level where the additional supply -- if you go into that, it talks about the difference between Pickering's output and OPG's estimate of the likely cost of replacing that output with other sources of generation, and that's a modelled result, it's not a one-item result, and so that is -- I think that is why we are perhaps having this discussion.  It is a system model.  It's not simply, could I say it's this source or that source.

And when I referred to wind before, there is multiple ways that that -- that there could be replacement, there could be additional capacity built at a gas plant, there could be additional wind, there could be additional hydroelectric, there could be additional imports, so it's very difficult for me to say precisely what it was that this was based on.  It's based on a modelled result.

MR. ELSON:  Could you provide a --


MS. SWAMI:  But I guess the final thing I would say is OPG doesn't do the system planning.  We did this benefit-cost analysis, looking at the benefit of Pickering.

We feel there is significant benefit to continue to operate Pickering to the end of 2020.  That was confirmed by the OPA in their letter of August 15th.  It was reconfirmed by the OPA in a recent letter this month, and it was also confirmed in the Long-Term Energy Plan.

So from the perspective of have we done an assessment that shows benefit to Pickering, we believe we have.

MR. ELSON:  The OPA assessment -- and I am not going to be able to, I understand, ask you this question and I will have to direct it to the OPA, but it's clear that in the OPA report, they are comparing -- or in their non-Pickering scenario, the replacement power comes solely from gas-fired generation, but I am going to have to discuss that with the OPA.

While we are discussing your business case, perhaps I could request an undertaking for you to provide the figures that your model comes up with.  You said that it could come from a range of sources, it could come from existing facilities, et cetera.  To provide an undertaking that explains in the non-Pickering scenario as part of your cost-benefit analysis, where the replacement power comes from.  Can you provide that undertaking?

MR. KEIZER:  Well, I think my friend is asking us to dissect this model, which, as I understand it, is a fairly complicated and sophisticated model, to de-compartmentalize it and isolate it.  I also think that the results of the model is found in the business case.  I mean, that provides the conclusions.

So, you know, to decide to de-compartmentalize the model is -- just makes -- I don't see the relevance of that, or how that is constructive to this discussion.

MR. ELSON:  With respect, Mr. Keizer is answering the question that I asked to the witnesses.

MR. KEIZER:  I don't recall -- I am objecting to the question, and I am telling why I think it is an irrelevant question.  If he wants to take that as a response, that's up to him.

MR. ELSON:  If the witnesses say it is impossible to do that, it may be impossible to do.  I don't understand why it would be impossible to look back at the model and find where the replacement power comes from.

MS. HARE:  Witnesses?

MR. KEIZER:  I didn't say it was impossible, first of all.  I said that it was a very sophisticated and complicated model, and that I could not see why we would de-compartmentalize this in terms of the sense of relevance that my friend is trying to muster.

MS. SWAMI:  So I think the model is very complex.  It would take some time to do that.

What I might suggest is we could take an undertaking to come back and tell you whether it could be done or not.

Would that be acceptable? 

MS. HARE:  It could be, but let me just confer.

[Board Panel confers]

MS. HARE:  Okay.  What the Panel is struggling with is how this actually helps us in making the decisions that we need to make.  We have a letter from the OPA that supports what was done.  So, you know, doing more work on the model doesn't help us in the decisions that have to be made.

MR. ELSON:  We would like to dig down into the net benefit analysis done by OPG and done by OPA.  Perhaps the OPA's net benefit analysis is more relevant, and we can focus on that and leave this aside, but I believe it's relevant in that the Board would like to know whether Pickering continued operations is going to be a net benefit or a net cost.  And in order to assess whether that's the case, we are looking for some of the underlying numbers.

MR. KEIZER:  Sorry, Madam Chair, I still am troubled by -- that taking a piece of a whole pie and saying:  Here is this piece and therefore I can now evaluate the rest of the pie, it just seems to me -- I don't know how it is constructive.  I don't know how it leads to this -- the study itself, the business case, is produced there in its whole, and we are not in a position to -- are we going to embark on discussions about that piece and then fragmenting that piece further?

How does that lead to any kind of understanding about what the end result was, especially in light of the fact this has been verified, to the extent you consider them to be independent, by the OPA?

MR. ELSON:  If the Board would prefer, we could focus on the OPA's analysis rather than OPG's analysis, assuming that they are, in a sense, the experts on this issue, and direct our assessment to -- or direct our questions to the OPA's analysis and their April 16th, 2012 report.

MS. HARE:  That would be fine.

But, Mr. Elson, you are referred several times to directing questions to the OPA witness.  It has not been determined that there will be an OPA witness.

MR. ELSON:  I understand that.  And I have expressed a desire to ask question to an OPA witness, but I understand that the Board has not made a decision on that.

MS. HARE:  Well, I don't think it actually rests with the Board at this point.  The last that we discussed this matter with was GEC, that was discussing with OPA whether or not it was necessary to have an OPA witness.

MR. ELSON:  And I will have to join those discusses and –-

MS. HARE:  Okay.  It's now 4:30.  Now, I understood, Mr. Elson, you wanted to be done today?  You can't be here tomorrow?

MR. ELSON:  I would very much appreciate the opportunity to ask five more questions.

MS. HARE:  Okay. 

MR. ELSON:  Panel, do you agree that it's -- that Ontario is expected to experience surplus base load generation in 2014 and 2015?  And that this will lead to the curtailment of some of our solar and wind generation and to spilling water at OPG's hydro facilities?

MS. SWAMI:  So I will start my answer with I don't plan the system; I am not a system planner.  I operate -- participate in the operation of the nuclear facilities.

Surplus base load generation, as I understand it, is something that the OPA –- or, I'm sorry, the Independent Electricity System Operator manages on behalf of the province.

Could there be surplus base load generation?  I believe there definitely could be.  Not to suggest there wouldn't be, but I can't say how it would be mitigated.  It is just not part of my expertise or responsibilities.

MR. ELSON:  Would you agree that Pickering will displace renewable generation if it continues to operate? 

MS. SWAMI:  I really don't feel I am in a position to answer that question.  It takes a lot of assumptions that I am not -- not in a position to make, and so I cannot agree to that.

MR. ELSON:  And none of the other panel members can speak to that?

MS. SWAMI:  No.

MR. ELSON:  Do you have a forecast of the amount of OPG's potential water power generation that would be foregone – i.e., spilt -- in 2014 and 2015 due to the surplus base load generation problem?

MR. KEIZER:  I think that was a question that should have been directed to the hydro panel, Madam Chair. 

MR. ELSON:  I am asking it in relation to the contribution that Pickering will make to the surplus base load problem.

Is that an estimate that either this panel can provide or that this panel can go back and provide by way of an undertaking? 

MS. SWAMI:  No. 

MR. ELSON:  And do you have a forecast of the amount of solar or wind generation that will be curtailed due to the surplus base load problem caused by Pickering? 

MS. SWAMI:  I -- I don't agree that there is a surplus base load generation problem caused by Pickering.

I already said that I didn't do system planning.  Therefore I cannot comment on the other part of your question.

MR. ELSON:  Madam Chair, I don't believe I have any other questions that this panel can answer.

MS. HARE:  Thank you, Mr. Elson.  So we will resume tomorrow at 9:30.  I believe it's the School Energy Coalition that's cross-examining.

Thank you.

--- Whereupon the hearing adjourned at 4:34 p.m. 
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