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Friday, May 30, 2008


--- Upon commencing at 9:32 a.m.

Preliminary matters:


MR. KAISER:  Please be seated.


Mr. Penny, before we resume with this panel, there are a couple of matters we would like you to address before we hear from panel 6 - you can do it by way of direct, if you want - just some matters that relate to panel 6, nuclear projects, that the Board is unclear of.


We don't have to deal with it now, but let me just outline them.


MR. PENNY:  Yes, thank you.


MR. KAISER:  First, with respect to the scope of the evidence with respect to that panel, are we right that all of the capital expenditure evidence with respect to nuclear build is in base OM&A?  If you can clarify that for us?


Secondly, we would like to know, specifically, what approvals OPG is seeking from the Board with respect to this evidence.


MR. PENNY:  Yes.


MR. KAISER:  Thirdly, we may have touched on this, but with respect to the amount that's going into rate base in 2008 and 2009, we would like to have you identify the specific projects and the specific capital relating to those projects.  We realize the total is there, but if you could break that down?


MR. PENNY:  This is for everything, or just...


MR. KAISER:  For everything.


MR. PENNY:  Yes.


MR. KAISER:  Everything that is going into rate base.


MR. PENNY:  Yes.


MR. KAISER:  And then there is some confusion and I am -- the reference would be page 85 of the transcript of May 26th.  This relates to what approvals have been given by OPG's board.  You made a statement at that page on that day that suggested that all or part of the 100 million generation development in base OM&A had not been approved by the Board.


It seems that the prefiled evidence is to the contrary.  If you could just clarify that?  They say that questioning is at page 85 of May 26th transcript.  It actually goes for two pages.  Mr. Rupert broadened the question which was originally put by, I think, Board counsel.


MR. PENNY:  Yes.


MR. KAISER:  In that connection, with respect to Pickering B, there seems to be a suggestion in the evidence that the budget, with respect to the phase II refurbishment, has been approved by the board or set by the board, but the actual capital expenditure of that amount has not been approved.  If you could just clarify that aspect?


Then, finally - and this reference here is at page 78 of the May 23rd transcript - we would like to know specifically what, in the view of OPG, are the amounts -- the projects and the amounts that must be accepted by the Board pursuant to regulation 53/05, subsection 6(2)(4)(i).  As I say, that question, I think, is on the record.


MR. PENNY:  Yes, yes.


MR. KAISER:  If you could deal with those before we get to panel 6?


MR. PENNY:  Yes, thank you, Mr. Chairman.  I have actually some of those, but why don't we deal with them all as a piece.  I know several we already have in the works as a result of questions that have been asked.  So we will certainly be able to deal with that before they testify.


MR. KAISER:  Mr. Rodger, I think we were at you.


MR. PENNY:  If I may, Mr. Chairman, I would like to deal with two or three things.


One is I would like to just indicate for the record some answers to undertakings, but then there is one -- or two that I would actually like to conduct a brief examination on.  And then, in having regard to the fact that the Navigant study was put in by way of answer to an interrogatory as opposed to filed originally, I did want to ask Mr. Robinson a few questions just to set the Navigant study in its context.


So if I -- dealing first with the undertakings, for the benefit of those reading the transcript, we have filed this morning answers to J4.1, J4.3, J4.4, J4.6, 7 and 8, J4.9 and J4.10, and then there is J1.5 and J2.6, and J4.5.


Then, in addition -- and I will ask Mr. Mauti to describe this in a moment, but, in addition, we have filed a revised KT1.10 as a result of discovering that there was an error in some of the data that EUCG had provided.


So, Mr. Mauti, if you could -- members of the Board, if you could pull up answer to undertaking J4.10 and also keep at hand the revised KT1.10, which is the list of data from EUCG.
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Further examination-in-chief by Mr. Penny:


MR. PENNY:  Mr. Mauti, I think these questions are for you.  We deal first with J4.10.  In undertaking J4.10, which has just been filed, you were asked to add the first quarter 2008 actual results to a table that AMPCO had prepared, and that originally appeared in Exhibit K4.1.


I understand that in looking in more detail at AMPCO's table that was in Exhibit K4.1 and that was lifted from their original evidence, M-2, page 9, table 5, I understand that you discovered an error in their calculations?


MR. MAUTI:  Yes.


MR. PENNY:  Can you explain what the error was and provide the correction to the AMPCO calculation, please?


MR. MAUTI:  Okay.  In going through the AMPCO table and the sources with which they drew the numbers from, the first column for non-fuel OM&A - this is the third column across in their table, reference from F-2-1-1, table 1 - they put the non-fuel OM&A numbers here.  And if you -- you know, just for reference, F-2-1-1, table 1, that would be line 7, the total OM&A number that they picked up and correctly put that line 7 into their table.


They then added corporate allocated OM&A in their next column across, and, in fact, when they used that first non-fuel OM&A number, it already included an allocation of corporate costs, which, again, from F-2-1-1, table 1, shows up at line 4.


So, in effect, I believe they were double counting the amount of corporate allocated overhead at that point, which would have resulted in a rather significant sort of difference in terms of their unit costs they calculated.


So what we did in the response in the undertaking is we backed out the corporate allocated OM&A costs from their non-fuel OM&A number and left the corporate allocated amount, which they sourced from F-3-1-1, table 2; therefore, eliminating the double counting, and have then re-calculated the unit costs they had presented in at that table.


We have presented those above.  It results in some $8 to $10 reduction in terms of dollar per ^megawatt-hour for any one of the years in question.


So we did that first with the original evidence that they had provided.  Then we subsequently added the first quarter of 2008 into the table that you see in the response to undertaking J4.10.  And we did, then, just a recalculation of the spread between 2005 to 2009, and over that five-year period the average increase is in the neighbourhood of 3.3 percent, or about 13.3 percent over the five-year period.


So we just wanted to identify that we did more than just add the first quarter 2008.  We did those corrections to the --


MR. PENNY:  Perhaps we should deal with this now.


The Q1 2008 actual has -- is showing a unit cost of 36.83.  Is that representative of what you anticipate the overall annual cost will be?


MR. MAUTI:  Well, it represents close to what our target was at the end of the first quarter of 2008.


We track PUEC.  And, again, just to reiterate that these unit energy costs are not the same as the PUEC that OPG defines and uses in its published financial information, and it is also different than the EUCG definition of what total unit energy cost is, but that value that you see here, the 36.83, is in line with what our targets were at the end of the first quarter, reflects the fact our production was just slightly above our target at the end of the first quarter, and our OM&A costs were actually just slightly below what had been in our budget for the end of the first quarter.  So the 36.83 is representative of the trend and the target for that unit cost.


At that point in time, you know, the end of the year, 2008 target is higher than that 36.83.  It is stated at 42.50.  Again, that reflects a full year's worth of production and a full year's worth of OM&A targets for some of our outage costs, which, for example, hadn't occurred to the extent at the end of the first quarter.  Some of those incremental costs are seen in the last three quarters, so that's why you see the trend from 36 to 42.


MR. PENNY:  All right.  Thank you.  And then I understand in answering another undertaking, you discovered an error in some data that was prepared at your request, or I guess it was really at Board Staff's request, by the EUCG.  And that was given to you by the EUCG.  That was in response to the technical conference undertaking K1.10.


Can you explain what the EUCG's error was, please?


MR. MAUTI:  A little bit of history.  This is the response to undertaking J4.6, where we were asked to update the unit energy costs and some other performance measures for the end of 2007 results.


So in doing so, when we looked at the three station production unit energy cost numbers for 2007, we actually verified the plant-level results through the EUCG, but in doing so, I also went back to the KT1.10 listing which was per unit energy costs from 2005, 2006 and 2007, and I did notice that the Pickering A numbers seemed to be, you know, not supported by what our plant-level results were for 2007.


So what we did is we sort of dug a little further.  We contacted the EUCG database administrator that resides in Philadelphia and asked her to go back through the query that we had asked her to extract and provide to us as part of the technical conference undertaking, and she informed us that there was a problem with the EUCG query that was run for us, for Pickering A specifically.

The main issue was Pickering A had originally been a four-unit operating station, and when the query was run for a per-unit cost, it took the overall plant-level cost and instead of dividing them by two for the two operating units, it divided them by four.


So in effect, the operating costs for Pickering A and B that were used as part of that calculation were lower than they otherwise should have been.


MR. PENNY:  So where does that show?  What we filed this morning, revised, has the corrected numbers and where do those show up?


MR. MAUTI:  Let me just reiterate, this is only for Pickering A.  The Pickering B and Darlington numbers, there were no issue with them.


In the revised filing at the --


MR. PENNY:  I take it you asked the EUCG to rerun --


MR. MAUTI:  Yes.  We asked the EUCG to rerun and confirm the data source that they were using, and calculations they were using were, in fact, accurate, having pointed out the issue that they would have.


So if you go to page 3 of 13 of the revised table for KT1.10, which I believe was handed out this morning, you will see on page 3 of 13, the last two units for 2007, the last two units for Pickering A are now restated at $112 a megawatt-hour Canadian and $125 dollars a megawatt-hour Canadian.  Previously, I believe in the previous version, they were approximately $60 and $70, so it was a large difference between those two units for Pickering A.


Again, we asked her to verify -- we re-verified all of our plants and asked her to verify that a similar problem didn't exist with any of the other blinded plant units that had been submitted as part of this undertaking.  And --


MR. PENNY:  Was there --


MR. MAUTI:  A couple of impacts from this.  I believe the Board Staff had produced an Exhibit K4.3 on Tuesday that reference Pickering A units in that exhibit, and obviously dollars per megawatt-hour from that exhibit would therefore have to be updated with the new values for Pickering A.  So that's one impact.


Now, they were near the high end of the cost spectrum for units in that grouping, so they would just be sort of more to the right of that page.


MR. RUPERT:  Mr. Mauti, just so I am clear, I think the header has been, maybe that was on there, just to confirm again my understanding, the first three pages of this are 2007, even though it doesn't seem to say that somewhere.


MR. MAUTI:  Right.


MR. RUPERT:  Okay.  Well, it does, of course.  There is a whole column that says "2007".  Excuse me.


MR. MAUTI:  Now, the issue with the Pickering A problem with the EUCG extract also exists for 2006 and 2005, so all three years of the Pickering A values per unit were incorrect.


It's perhaps important to note that when we do our benchmarking, we tend to do it at a plant level, not always at a unit level.  So we did confirm through the EUCG that the plant-level information for Pickering A is as we had input and is correct.  It is just when we ran the specific unit query in response to the technical conference undertaking, again, it is a query we don't often use and it's a problem obviously with the data that EUCG had, in terms of Pickering A still showing as a four-unit operating plant.  That has been adjusted, so any further use or extract of unit data from EUCG will have that corrected.  And again, the administrator confirmed there is no other plant within the EUCG database that has any kind of similar issue or problem.


So once the correction was done, the refiled evidence is correct in all respects now, in terms of the units.


MR. KAISER:  Mr. Mauti, I presume that these corrections would also impact K4.2, slide H.  You will recall that was the one that last day I asked you to break down OPG figures by the three plants.


So when you provide the answers, you will be using the modified data?


MR. MAUTI:  Correct.  The plant-level information we always use is accurate.  It was really just this one extract from EUCG at a unit level that had the inconsistency in it.


MR. PENNY:  Mr. Kaiser, that was J4.9, which we did file this morning.  It actually has that data in it.  It doesn't reflect that error.  The error doesn't come into it.  It is accurate.


MR. MAUTI:  So with that correction and with the investigation into the database that we did over the last couple of days, one other piece of information came to light, that as of the middle of May when the 2007, middle of May 2008, when the 2007 data was available, there is actually one more CANDU plant that has submitted information into the EUCG database.


MR. PENNY:  Just so I understand that, prior to May of 2007, there were no CANDUs other than OPG's showing up in the EUCG data?


MR. MAUTI:  Correct.


MR. PENNY:  As of May 2007, there is now --


MR. MAUTI:  May 2008.


MR. PENNY:  Sorry, May 2008 -- my apologies -- there is now one.


MR. MAUTI:  There is one additional CANDU plant that is in the database.


MR. PENNY:  All right.  Thank you.


Now, unless there are more questions on that specifically, I wanted to turn to you, Mr. Robinson.


We are here principally to deal with any follow-up on the confidential documents, and I believe principally the Navigant benchmarking study.


The Navigant study was filed confidentially in answer to an undertaking and there was no prefiled evidence describing it or putting it into context, so I would like to do that before --


Mr. Chairman, I just pause for a moment because Mr. Barrett was reminding me this was filed confidentially.  I guess I will reiterate what I said the other day.


Nothing I am about to elicit from Mr. Robinson deals with the confidential content, and if anyone thinks that they're going to be getting into the proprietary database, then they should alert us to that before they ask their questions.  But nothing that I am intending to deal with, I think, goes in that direction.  It is more context.


I would like you to tell us, first of all, who initiated the 2006 Navigant work.


MR. ROBINSON:  The request to do this analysis came from the chief nuclear officer at the time, who was Pierre Charlebois at the time.


MR. PENNY:  Why was he interested in having this work done?


MR. ROBINSON:  He was interested in looking at the Canadian CANDU plants from the standpoint of their staffing levels and understanding, on a high level, their performance.  Could then use that data, going forward, in our business planning process to challenge each of the divisions in the nuclear organization with respect to what they had supplied in their business plan to see -- to do a basic validation on directional moves that the organization was making.


Could the organization understand, then, and lay out for him why there were differences and where directionally was the organization going with respect to that benchmark data, through the business planning process?


MR. PENNY:  So what was it that you asked Navigant to do?


MR. ROBINSON:  The contract with Navigant was to do what we referred to in the last meeting on that chart, was phase one^(I or 1?), just doing the benchmarking from a numbers standpoint, and then correlating those numbers into functional areas and providing the data that you see in this report.


That was all that was asked of them, and for the reasons that I stated.


MR. PENNY:  So what was the purpose or what was OPG's intention at the time it retained Navigant?  What were your intentions with respect to what you were going to do with this report or this data once you got it?


MR. ROBINSON:  Oh, again, we were going to look at that data.  We were going to look at our performance with respect to our targets, and, where we saw opportunities, we were going to look further into the data.  We would have to match that against the work programs that we had going on at the time and essentially be able to see directionally where we were able to go, from a staffing standpoint, with the organization.


MR. PENNY:  You obviously got the study and we can all see what it says, and others will have questions, no doubt, about the content of it.  But I wasn't going to walk you through any of the content.


But let me ask this:  What has -- having received it, what has OPG done with the findings of this report since it was received?


MR. ROBINSON:  Well, again, we talked a little bit about this last time.  We did look, and there was a reference to the fact that Darlington and the ops and maintenance area was higher than the benchmark.


We went back and looked at that, and we said, yes, that is valid because of the increased resources we were applying to backlog reduction, and we see through the evidence that, over time, those numbers will come down.


A couple of other examples where we have taken that data, looked at it, is in the engineering area.  I will ask Mr. Pasquet to talk about that aspect of it.


MR. PASQUET:  So in the engineering area, there was a belief that the staffing level with an engineering function was high.


What the study - and, as Mr. Robinson has indicated - provided some direction to go and review the actual staffing levels in that particular function, compare that to the actual physical work program that we were carrying out.  And, as a result of that, it was recognized that there were some opportunities.


So during the actual business planning process, we took the opportunity to review the work program, review some specifics, and both through all of the individual divisions there was agreement that there were opportunities to reduce the actual staff level.


So if you go and you actually physically look in the evidence over the period from 2005 to 2009, there is a reduction in the actual staffing level within the engineering function.  And that, again, was taking the directional input that the Navigant provided to us.  It confirmed what we believed was appropriate, and then we confirmed that against our actual physical work programs to say that was an appropriate move to make, and then we went and executed it.


MR. PENNY:  I guess the final question is that you have given some concrete examples of the implementation.


At a high level, from a process point of view, what's the status?  Are these ongoing investigations or is the fallout from the Navigant study, in effect, over at this point?


MR. ROBINSON:  Well, again, the Navigant study was a single point in time at which we compare -- the ongoing process of continuous improvement that we're on continues, and we continue to look at the staffing levels that we have and we compare them, where we can, to other good performing facilities.


As an example of that, I would turn to Mr. Boguski to talk about what he has done in the area of supply chain with respect to what Navigant said, in addition to what he learns from other benchmarking that we do.


MR. BOGUSKI:  Yes.  In our evidence, Exhibit F-2, tab 2, schedule 1, pages 39 to 42, we describe the supply chain improvement initiative whereby we did look at benchmarks, including the Navigant benchmarks, and we did visit other plants around the world to understand how nuclear supply chains were operated, both in CANDU plants and in non-CANDU plants, to gain an understanding as to where our processes could be changed, where we may have had opportunities to reduce head counts and be able to structure our improvement initiative going forward.


In the evidence, you can see on page 42 of 54 a table where we describe the head count reduction and our strategy.  Our strategy was to invest in improving service levels, i.e., in the 2005, 2006 and 2007 period, and then start to drive efficiencies in the 2008 and 2009 period.


So you can see a ramping up slightly in 2005/2006, and then a ramping down to the number of 377 staff in 2009.


If we look at the Navigant benchmarks, the 377 number compares favourably to the best benchmark for nuclear supply chain of 367.


In our current plan, we will be below the Navigant benchmark number in 2010.


MR. PENNY:  All right.  Thank you, gentlemen.  Those are the questions I have, Mr. Chair.


MR. KAISER:  Mr. Rodger.

Cross-examination by Mr. Rodger:


MR. RODGER:  Yes.  I wonder if I could just ask a couple of clarifying questions, first with respect to the updated information in undertaking J4.10.  This was the change to the AMPCO table 5 that you are proposing.


Looking at undertaking J4.10, just to be clear, I take it that the production terawatt hour figures and the targets, those haven't changed?


MR. MAUTI:  No, they have not.


MR. RODGER:  And the non-fuel OM&A numbers have not changed; is that correct?


MR. MAUTI:  Well, after removing the corporate overhead piece.


MR. RODGER:  I am not clear about that.  Are we to take it, then, from this change that in Exhibit F-2, tab 1, schedule 1, where we originally took the information, that any time we see those numbers quoted, they're always going to include corporate OM&A?


MR. MAUTI:  The specific numbers you took from F-2-1-1, table 1, row 7, total OM&A, has a breakout of all of the components of that.  One of those components was allocation of corporate costs, yes.


MR. RODGER:  Throughout that whole exhibit, are we to rely on that?  Whenever we see non-fuel OM&A numbers in Exhibit F-2, that will always include corporate overheads  in that figure?


MR. MAUTI:  There are portions of F-2 where we talk about specific base OM&A.  Again, the number that was quoted was total OM&A including project outage, so depending on which ^F-2 exhibit we're talking about -- for example, this panel is only talking about the base OM&A line, the first line, line 1.


MR. RODGER:  I see.  So from here on in, we shouldn't proceed on the basis that every time we see these figures in F-2, they will always include both non-fuel OM&A, which includes the corporate OM&A?  Sometimes they're included; sometimes they're not?  Is that...


MR. MAUTI:  Depending on what we're talking about in the F-2 exhibit, it would be clear about which line we were talking about, I believe.


MR. RODGER:  Then just for the unit cost changes, then, your revised evidence shows unit cost, dollars in megawatt hours, increasing from $38.36 in 2005 to $45.79 in 2007.


What's the percentage increase between those two years?


MR. MAUTI:  I believe, when we ran them, they were close to 19 percent.


MR. RODGER:  Nineteen percent?


MR. MAUTI:  Yes.


MR. RODGER:  Okay, thank you, sir.


Now, moving to the Navigant study, I do intend to refer, Mr. Chairman, to specific results in the report, and I don't know whether my friend feels that, therefore, there is a need to go ^in-camera, but I wanted to give my friend a warning that I do intend to refer to specifics.


MR. KAISER:  When you say "specific results", you're referring to the OPG figures and you're referring to the total for all CANDUs?


MR. RODGER:  Referring to some of the comparators that are used in the reports and some of the specific findings of Navigant on where the staffing levels compare with some the other entities.


MR. PENNY:  Well, I think the issue -- I think it may be appropriate to go in-camera for that, Mr. Chairman, because I think the issue, the reason why this document is regarded as confidential is that it contains proprietary Navigant data.  And the proprietary data is their database and what they have done to the database in order to make it comparable.  So I think if Mr. Rodger is getting into specifics, the mere fact that the identity of the plants is masked by being -- I don't think that is the issue.  The issue is the database is something that Navigant has created and they regard it as proprietary.  Our contract with them, we undertook not to disclose that publicly.


MR. RODGER:  Then I suppose, Mr. Chairman, that if after all of the cross-examinations today, there is a conclusion that really these don't need to be in-camera after all, the Board could always make that decision and have it all public.


MR. KAISER:  I think that is a good idea.  Let's proceed on that basis, Mr. Penny, and we will hear submissions at the end.  It may be that this can be put on the public record.


I will tell you right now, I have a problem with the notion that this goes on the confidential record just because it is Navigant work product, and it's their work.  We are not offending or taking away from any of their copyright, and you would know and other counsel would know, we probably have fifty of these Navigant reports in the record in the last 12 months in different proceedings.  Navigant does work for everyone in this industry, including the Board.


If the data is confidential with respect to a specific company, of course with the exception of OPG, I could understand it.


So we're prepared to proceed on that basis, if it is acceptable and we will hear submissions from the parties at the end as to whether the confidentiality should be preserved.


Can you proceed on that basis, Mr. Rodger?


MR. RODGER:  That's fine, Mr. Chairman.


MS. CAMPBELL:  Excuse me, I apologize for interrupting but are we going to go in-camera right now?


MR. KAISER:  Yes.


MS. CAMPBELL:  Then I suggest, can we ensure that everybody in the room has signed the confidentiality undertaking?  And those who have not, you have to leave the room.  This will be -- we are going in-camera.  So can I ask those to leave, please, and ensure we don't start until you have left?  Anyone who is remaining has to have signed the confidentiality undertaking.


MR. PENNY:  We have to go off air, Mr. Chairman.

MR. KAISER:  How do I get this thing off?


MR. PENNY:  There we go.


MS. CAMPBELL:  Good.


MR. KAISER:  Push the "off air" button.


[Laughter]


MS. CAMPBELL:  It's tricky, this stuff.


MR. RODGER:  Panel, on Tuesday the Board covered a lot of the themes that I was interested in exploring, but I do have a few questions I wanted to ask you about this September 2006 Navigant study.


If you could first to turn to page 5, I guess we see the primary objective was to develop staffing benchmarks for OPG nuclear and that's been the focus.


But just the words "primary objective", was there other findings that came out of this report that aren't reflected in the materials that have been provided to us?  Just the word "the primary objective".  The question is:  Was the report restricted to staffing levels, or were there other information?


MR. ROBINSON:  No.  This is the primary objective.  This was the objective that we tasked them to undertake.


MR. RODGER:  So Navigant provided you with no other findings?  It was out of this report on other benchmarking contexts?


MR. ROBINSON:  That's correct.


MR. RODGER:  Okay.  Now, you will see that -- you may recall we had a discussion on Tuesday about whether Point Lepreau New Brunswick was a comparator with OPG.  Do you recall that discussion, Mr. Robinson?


MR. ROBINSON:  I do.


MR. RODGER:  I see on Page 5 of the Navigant report that Navigant has included Point Lepreau as one of comparator plants.  Is that correct?


MR. ROBINSON:  That's correct.


MR. RODGER:  I take it, then, that at least from Navigant's point of view, they thought that Point Lepreau was an appropriate comparator.


MR. ROBINSON:  The objective of the entire study was to look at all Canadian CANDU plants.


MR. RODGER:  So certainly including Point Lepreau was appropriate.


MR. ROBINSON:  Point Lepreau, Gentilly, and Bruce A and B are the only other Canadian plants in existence.


MR. RODGER:  Am I correct that it was Navigant that came up with this group of comparators, or was that OPG that proposed the group to Navigant?


MR. ROBINSON:  We proposed the group to Navigant.  We asked them specifically to look at the Canadian CANDU plants.


MR. RODGER:  I see.  So in a sense, what you have done here is you have put forward to Navigant, you have kind of created a single cohort for OPG, haven't you?  You said:  Here's the cohort that we want you to benchmark us against.


MR. ROBINSON:  That's correct.


MR. RODGER:  If you flip to page 10, please, and the heading of this slide is: "Staffing benchmarks were developed for each of 45 work functions."


We have seen a lot of benchmarking studies from various utilities before this Board over the years, and we have seen high-level studies and detailed studies.


Is it your view that, breaking down the benchmarks to the 45 work functions, could we conclude this was a fairly detailed study that Navigant did?  I mean Navigant seemed to really get in the weeds here.


MR. ROBINSON:  The 45 functions and breaking it down by function gives you the benefit of organizational differences that you might find in the variety of plants that they looked at.


For example, in one plant, you might have a function that's being done in operations.  In another plant, it might be done by maintenance, and by categorizing them by function, that tends to eliminate that organizational difference that you would see.


MR. RODGER:  So is that a fair conclusion, that this was quite a detailed review, as opposed to kind of a much more higher-level study?


MR. ROBINSON:  From the standpoint of actual staffing, performing functions, it was a detailed review.


MR. RODGER:  Then flipping over to page 13, the heading is: "Average industry staff per unit was also calculated for each function."


Then under the third bullet there is a sentence:

"Staff per unit is influenced by data from single-unit stations which are not as efficiently staffed as multi-unit stations (i.e., they tend to have more staff per unit than multi unit plants)."


Do you agree with this conclusion or this observation?


MR. ROBINSON:  I think the concept around a multi-unit station being more efficient from a staffing standpoint is the right concept.


What it doesn't take into account are improvement programs that are going on at the time and those kinds of things, along with the next statement, which says it doesn't account for variables other than the number of units.


So it doesn't take into account any of the complexities that we talked about on the Pickering A and B units, and so you have to take it in total.


MR. RODGER:  Would you agree, Mr. Robinson, that if you didn't have those kind of special circumstances that you described about Darlington and Pickering, with respect to comparing you against Point Lepreau, OPG should have compared more favourably as against Point Lepreau, because you're dealing with multi-stations and Point Lepreau is a single station; is that fair?


MR. PASQUET:  We spent a fair bit of time on Tuesday talking about the specific differences between Lepreau and Pickering B.  I believe the question was asked regarding age, and we talked a lot about the design differences.  We talked about the complexities, Pickering versus Lepreau.  We spent a lot of time discussing that.


The bullet specifically identifies in there that the study does not take into account megawatt size, nor age, et cetera, and so does not include those factors.


If you look at the study from that one bullet, then, you know, you might come to one conclusion that multi-unit stations, there is an opportunity for some opportunity of scale, and there is that opportunity at the Pickering plant.  But the other dominant factor is -- is the size, the complexity, the work programs that we have ongoing, and, in addition to that, it doesn't take into account programmatic differences between Lepreau and the Pickering plants.


MR. RODGER:  I'm sorry, this is the principle that I put to you, that as a single station, Point Lepreau just doesn't have the same scale or scope economies that OPG would enjoy.  Isn't that all that this observation of Navigant is saying?


MR. PASQUET:  So, for example, on a multi-unit plant, is there some economies of scale, such as in shop services and that?  I would agree to that, but that is only one factor amongst many factor you need to take into account.


MR. RODGER:  But it is one factor, isn't it?


MR. PASQUET:  It is one factor.


MR. RODGER:  Now, on page 15, the heading of the slide is, "This analysis is different from the benchmarking analysis performed in 2003 from analyses for other CANDU operators."


And my question is -- I was a little confused when I reviewed the transcript of Tuesday.  It talks about the reference to benchmarking analysis performed in 2003.


Does this mean that OPG received an earlier benchmarking study from Navigant in 2003?


MR. ROBINSON:  We did.


MR. RODGER:  You did.  And I guess what we found a bit confusing about that is, when we had a discussion again this morning about this multi-phase approach -- and I believe your evidence was this was just kind of a one-off phase 1.


I guess my question is:  If you had an earlier study, wasn't that really phase 1, and this 2006 study builds from the 2003 study?


MR. ROBINSON:  The answer to that question is no.  The 2003 study was done benchmarking against the best in the US fleet.


It was not a CANDU, only, look.  And one of the reasons for this study was to look at a different comparator.


It was very difficult in the 2003 study to make good comparisons, again, because of the significant technology differences between US plants and CANDU plants, but it was the same type of study.  It was a phase 1 look at the numbers.


MR. RODGER:  But it was more than just about staffing, benchmarking staffing.  It was a broader range of benchmarks?


MR. ROBINSON:  No.  It was a staffing --


MR. RODGER:  It was staffing, as well?


MR. ROBINSON:  That's correct.


MR. RODGER:  Through my friend, Mr. Penny, you described what you took from this 2006 report and how that is changing your -- it's an input into your business planning and your continuing improvement.


Can the same be said from that 2003 report, that you took the lessons from that study and implemented it in 2004 and 2005 planning?


MR. ROBINSON:  From the standpoint of looking at continuous improvement, looking at improving processes over time and factoring those into the business plan and the targets that we set, yes.


MR. RODGER:  Was that 2003 report -- was it basically the same findings that we see in the 2006 report?


MR. ROBINSON:  The 2003 report, from my recollection, said that if you compared OPG to the best performing plants, which you can use as the benchmark because of the number of plants and you know where they stand, we were high.


They also did a look at us compared to the average US plant and they said we were a little bit low.


So based on where we were in time with respect to improvement initiatives that we were undertaking at that time, that was a reasonable assessment, in our view.


MR. RODGER:  Now, did I hear your evidence this morning is that OPG will not be proceeding to phase 2 of this report?


I believe just for the reference, on page 9 -- yes, on page 9, it talks about:  Phase 1, benchmark best performers; phase 2, set OPG strategy and performance target; phase 3, develop and execute implementation plan; and phase 4, continuous improvement.


Is there a plan to move to phase 2?


MR. BOGUSKI:  I described the nuclear supply chain portion where we did do phase 2, phase 3 and phase 4 within our supply chain improvement initiative.  We did not hire Navigant Consulting to do that for us.


MR. RODGER:  What about for staffing?  Are we going to see or is OPG going to pursue phases 2, 3 and 4 for staffing?


MR. BOGUSKI:  The nuclear supply chain, we did pursue, and I brought that out in the evidence, F-2, tab 2, schedule 1.


MR. RODGER:  How about for staffing?


MR. BOGUSKI:  For staffing, that is what I specifically referred to.


MR. RODGER:  And I don't think we have to spend a lot of time on it, but if you just go quickly to page 27, you see the finding that total management and support staffing is greater than the benchmark.  The functional total was 1,673 staff.  The CANDU benchmark was 1,350 or some -- OPG was some 24 percent above the benchmark; is that right?


MR. ROBINSON:  That's correct.


MR. RODGER:  On page --


MR. ROBINSON:  I didn't calculate the percentage,

so --


MR. RODGER:  Subject to check.  Then on 32, I think you have already spoken this morning about the engineering issue, the conclusion of Navigant that the total engineering staffing is greater than the benchmark.  The benchmark is 1,251.  The functional total is 1,525, and you talked about what you had done on the engineering front.


MR. ROBINSON:  If you go back to page 27, Mr. Boguski talked about one of the elements of that, which was supply chain or warehousing function, and the fact that we are addressing that.


MR. RODGER:  Okay.  Then the ultimate conclusion, page 39, the total OPG nuclear staffing is 12 percent above the benchmark; is that correct?


MR. ROBINSON:  That's correct.


MR. RODGER:  Now, did OPG itself devote a significant amount of staff time and resources in developing this study with Navigant?


MR. ROBINSON:  Navigant interviewed a number of staff.  I wouldn't say we spent an inordinate amount of time.  Navigant does most of this work.


MR. RODGER:  I am just trying to gauge how much of a significant investment OPG has put into this benchmarking work.


For example, how much was this study?  Any idea what the cost of this Navigant study was?


MR. ROBINSON:  Yes.  The benchmarking that was done was on a contract of $95,000.


MR. RODGER:  I see.  Sir, just on the supply chain review, the separate report you did, is that a report you could provide to us?


MR. BOGUSKI:  The supply chain benchmarking?


MR. RODGER:  Yes.


MR. BOGUSKI:  The evidence that we have shows our improvement plan, which is the outcome of that benchmarking, and we show where we are proceeding and the actions that came out of that.


MR. RODGER:  But can we actually get a copy of your report?


MR. PENNY:  I think the question assumes there is one.  I'm not sure that has been established.  I think the question is whether -- as I heard Mr. Boguski, and he can explain this, there is no report.  It is just simply work that they did.  But perhaps we need to find that out.


MR. RODGER:  Maybe you could clarify that, sir.  My notes say that you did a review of other plants around the world, and I assume –-


MR. BOGUSKI:  In preparing our business plan, we did analyze our processes against others around the world, yes.


MR. RODGER:  Was there a discrete report or a summary in one place that we could look to?


MR. BOGUSKI:  There is a report, and we did a collaboration with a group of US utilities and we did publish the report with the US utilities.


MR. RODGER:  Can we get a copy of that report?


MR. BOGUSKI:  I don't know if it is it proprietary or not, but we can check with the ^US utilities.


MR. RODGER:  Could I get an undertaking number, please?


MR. PENNY:  Sure.  We will make an undertaking to determine whether we can obtain and produce a copy of the supply chain report.


MS. CAMPBELL:  Thank you.  That is undertaking J5.1.

UNDERTAKING NO. J5.1:  To determine whether OPG can obtain and produce a copy of the supply chain report


MR. RODGER:  Now, so I just want to conclude here by again trying to understand what you take, what you have taken from reports like Navigant.


On Tuesday, you had a discussion with the Chairman about the provincial MOU, and how that directs you to do certain benchmarking, and this hearing is all about the fact that you are now being regulated by the OEB.


You have these reports like Navigant.  And would it be fair to conclude that all of these things combined, that they're all kind of signposts for further fundamental changes at OPG?  Is that fair?


MR. ROBINSON:  I would say that for this report, it gives us areas where we can look at the functions that we are performing against our how other folks do that, to make a determination as to whether or not our staffing levels are appropriate.


And in that evaluation, we also have to take into consideration the performance of the other organizations against which we are comparing.


Simply stating that we have more people doing a function than one of the other CANDU plants is not a good basis to go and say:  We're going to reduce in that area.  It takes more of an evaluation, and through our benchmarking of best practices within the overall industry, looking at how we are going to go about achieving the targets that we have set out would dictate the number of people that we would apply in that particular function.


It may or may not be; it may be higher than one of the benchmark utilities specifically addressed here, or it may be lower.


MR. RODGER:  Would you agree with me, Mr. Robinson, that, again, recalling the provincial memorandum of agreement and the directive to be, you know, to benchmark against the top quartile, that the job is not done yet?  You've still got a ways to go to meet that target.  Do you agree to that?


MR. ROBINSON:  Well, this is a continuous improvement process that we're on, yes.


MR. RODGER:  So you would agree you're not there yet as we sit here today?


MR. ROBINSON:  We are not where we want to be; that's correct.


MR. RODGER:  I also put it to you, sir, that the transformation of any business, whether it is Ontario Power Generation, or Ontario local distribution companies, or transmission companies, the change from not being regulated by this Board to being regulated, that is not necessarily an easy transformation.  Is that fair?


What I mean by that is that it really requires a bit of a paradigm shift in the mindset of the company.  It's a different world that you have entered into now.


MR. ROBINSON:  I would say, from our business, we are trying to achieve the best performance possible and comparing that against the best in the world, and whether you are regulated or non-regulated, in our viewpoint, with those objectives is irrelevant.


MR. RODGER:  So the fact that you are now a regulated utility, in your view, that hasn't resulted in any kind of a cultural change at OPG?


MR. ROBINSON:  Cultural change at OPG has been taking place over time to make us the best that we can be in our business.


MR. RODGER:  So in your view, it is independent of regulation?


MR. ROBINSON:  It is.


MR. RODGER:  As senior management for OPG, and when you look at things like the Navigant report, is your goal to do your best to try and improve the situation, or is your goal to actually deliver hard results?


MR. PASQUET:  Our goal is to deliver hard results on a spectrum of results, be it safety, be it reliability, be it unit costs.


So you cannot just take one in isolation and focus that to the exclusion of the other two.


We have a franchise to operate this plant in a safe manner.  We also have an obligation to run it reliably, and we also have an obligation to be most cost-effective as we can.  But you need to look at all three together, rather than in isolation.


MR. RODGER:  Yes, and as part of that, I think you will agree, then, that simply trying is not good enough.  You have to actually deliver results to really meet your objectives.


MR. PASQUET:  If you look at your --


MR. RODGER:  Do you agree with that, sir?


MR. PASQUET:  If you look at our business plans over the period, we are striving for ever-improving results on both production and unit cost.


MR. RODGER:  Do you agree with my question, sir, that again, simply trying to achieve better results is not good enough?  You have to actually achieve real results.  Do you agree with that?


MR. PASQUET:  Step number 1 is you need to set a target that is realistic and achievable and that is a stretch target for the company.  The second part of that have is to actually achieve the result that you stated.


MR. RODGER:  Would you agree that if you set those targets and you don't meet them, then there must be real consequences?


MR. PENNY:  Maybe you can explain what you mean by "consequences".


MR. RODGER:  Well, it is not just:  We've tried, we've done our best.  We will carry on.


There is real consequences to staff, and incentive is paid, and all of these things we have talked about with other panels.


MR. PENNY:  The reason, Mr. Chairman, I asked for clarification, is that of course with respect to production and OM&A costs, we have a forecast and if we fail in that, then OPG does take the consequences, because our revenue forecast is based on the units running as we forecast them to, and that the OM&A costs come in where we expect them to.


If the production is less and if the OM&A costs are more, then during the regulated period, OPG is going to suffer the consequences of that.


I mean there is a fundamental kind of obvious point here that I'm not sure if that is what Mr. Rodger is getting at.  So that is why I asked for clarification.


MR. RODGER:  Well, have you got any further comments on that, sir?


MR. PASQUET:  We, for individual managers, we do set a bonus and incentive system that directly reflects the targets that we set.


So if we do not achieve those targets, then there is consequences for bonuses, and so, you know --


MR. KAISER:  What would the consequence be?  If you didn't achieve the target, would you get zero bonus?  Or would you get a portion of it?


MR. PASQUET:  As we talked about on Tuesday, the incentive system is based on a number of different components.  There is production --


MR. KAISER:  No, I understand that.  Whatever it is, whatever the target is.  I'm just asking a mathematical question.


If you get 50 percent of the target, do you get 50 percent of your bonus, or do you get zero?


MR. PASQUET:  It depends on the factor.  Some factors, you know, there is a threshold.  There is a staged number for each of the particular targets.  There is a threshold, there is a target, there is a stretch target.  If you do not meet the threshold for that particular component, you do not receive any financial reward for that particular component.


MR. KAISER:  The threshold being something less than the target?


MR. PASQUET:  That's correct.


MR. KAISER:  How far off the target is the threshold?  How far below?


MR. PASQUET:  It depends.


MR. KAISER:  It depends on the factor, I suppose?


MR. PASQUET:  On the factor.


MR. RODGER:  Those are my questions.  Thank you very much, panel.


MR. KAISER:  Mr. Thompson.

Cross-examination by Mr. Thompson:


MR. THOMPSON:  Thank you, Mr. Chairman.  I have a few follow-up questions, panel, with respect to the report.  First of all, the date of the report is September 2006.  Have I got that straight?


MR. ROBINSON:  That's correct.


MR. THOMPSON:  The OPG data on which the report was based, was it 2005 and 2006 data?


MR. ROBINSON:  The data was taken, I believe, in April of 2006.


MR. THOMPSON:  Thank you.  Now, Mr. Rodger has taken you to the conclusions at -- there is the overall conclusion at page 39.  The total OPG nuclear staffing is 12 percent above the benchmark.


Then following that, there are a series of both plant-specific and other organizational features of OPG where conclusions are broken down.


For example, at page 41, the conclusion is most Pickering A organizations are staffed above the benchmark.


Page 42, most Pickering B organizations are staffed above the benchmark.


Then 43, most Darlington organizations are staffed above the benchmarks.


Then they go through engineering, nuclear programs and training, and so on.


There is only one of them, I think, where I find OPG below the benchmark, and that's with respect to engineering at page 44.


Is that a fair conclusion to draw from the report?


MR. ROBINSON:  It is.


MR. THOMPSON:  Does OPG accept as reasonable the base line that Navigant has used, i.e., the benchmark data that it has used?


MR. ROBINSON:  We have no basis to question their numbers.


MR. THOMPSON:  So you would accept that the Navigant study supports a conclusion that, as of the date of this study, your staffing levels were excessive?


MR. ROBINSON:  No, I wouldn't draw that conclusion.  It says they're 12 percent above the benchmark.


MR. THOMPSON:  Do you regard that as excessive?


MR. ROBINSON:  Again, you have to look at each of the areas and understand why they are the way they are.


MR. THOMPSON:  All right.  Well, we will argue about what 12 percent is.


Is it fair for me to conclude that had you followed or taken guidance from the Navigant conclusions in your staffing -- in your future staffing plans, that staffing levels would have levelled off and gone down in the years beyond 2006?


MR. PASQUET:  Sorry, can you repeat the question again?


MR. THOMPSON:  Yes.  If you responded to this finding that your staffing levels were 12 percent above the benchmark and used it as guidance in your staffing plans from that point forward, is it fair for me to conclude that your staffing levels should have levelled off and started to decline in years following this report?


MR. ROBINSON:  Well, in fact, this report came out in September of 2006, at which time the 2007 business plan had already been set.


If you look at the 2008 and beyond, you do see staffing levels starting to decline.


MR. THOMPSON:  Well, when do we see that?  I looked at one of your exhibits here, F-2, tab 2, table 3, and that was the FTE forecast, and I thought that had been updated recently.  But my impression is - and correct me if I'm wrong - that your staffing levels have increased in 2007 and that they're continuing to increase.


MR. PASQUET:  So if you look at -- I believe you are referencing F-2, tab 2, schedule 1, table 3.  There are a couple of groups that are included in this table which weren't specifically referenced in the Navigant study.  One is a safe storage project, which is basically just -- basically, they didn't look at nor did they specifically look at the NGD functions.  If you look in the actual report, Navigant report, it references that.


So if you exclude the NGD component and the safe storage component, the staff levels do at least flatten out and slightly reduce.


But in this period of time, there have also been some significant changes in our work program that have been accommodated in those particular numbers.


In -- through the evidence, there have been significant changes to security, and so those numbers have been essentially accommodated within our -- within those staff numbers.


There have been significant efforts done on backlog reduction.  We have introduced level of effort for VBO preps at Darlington.  We have also introduced VBO preps at the Pickering site.  And also there is accommodation in there for -- efforts to improve the reliability at Pickering A have been accommodated within those numbers.


So even though the numbers have not reduced significantly in the 2009 period, there has been a significant amount of work effort that has been included in there for which we are not going for incremental staff.


If you look at the full business planning period, our numbers of staff are tailing off.


MR. THOMPSON:  All right.  Well, the FTE stuff is there and I think I will just leave it there for argument.


The point I would like to just touch on with you quickly, if I could, is to help us quantify what a 10 percent reduction in staffing levels would mean to the revenue requirement.


I want to do this at a fairly high level.  So to do this, I wanted you to look at, first, page 6 of Mr. Rodger's documents brief, K4.1.  This has the drivers of the efficiency.


The other page I just wanted you to have in front of you is page 4 of Board Staff's Exhibit K4.2, the coloured charts.


MR. MAUTI:  Sorry, the reference in K4.2 is to which page?


MR. THOMPSON:  Sorry, page 4.  It gives the percentages of labour costs in the base OM&A.


So if I could just take you to page 6 of Mr. Rodger's exhibit, we see down under OM&A the portion or the amount included in interim rates is 3,240 million.  And it has been increased to about 3.8 billion under your proposals.


Do you see that?


MR. MAUTI:  Yes.


MR. THOMPSON:  Okay.  And so in the application, big picture is $3.8 billion of OM&A.


The question I ask:  How much of that is labour related?  And that takes me to page 4 of the Board's presentation.  My question of you is:  Should I be using the percentage 63.08 percent or the percentage 73 percent in ascertaining approximately how much of that number is labour related?


MR. MAUTI:  The 63 percent you reference is the portion of total OM&A that is base, ^30g^ and the table below I believe is base OM&A and the proportion of that number that is labour.


MR. THOMPSON:  All right.  So big picture, then, I should be using the 63 percent number to determine how much of the 3.8 billion is labour related?


MR. MAUTI:  No.


MR. THOMPSON:  Well, what number should I be using?


MR. PENNY:  What Mr. Mauti said is if what you're ^focussing on is base OM&A, then you would take 73 percent of 63 percent.


MR. THOMPSON:  All right.  So what is that number, 55 percent approximately?  I don't have -– sorry, 45 percent?  Would you take that, subject to check?


MR. MAUTI:  Well, I think maybe I would just like to reiterate that that table 6 of the revenue deficiency is part of the payment design panel.


So I am not sure if this panel is in the best position to correlate that table 6 to what you are trying to do here, unfortunately.


MR. THOMPSON:  All right.  Well, what I am trying to find out is, of total OM&A, what percentage of it is labour related.  That's not something you folks --


MR. PENNY:  Do you mean total nuclear OM&A?


MR. MAUTI:  The fact that you're starting from a deficiency number, as I said, is perhaps where the departure between the two might be.


MR. THOMPSON:  Well, we're missing one another here.  I am looking at the nuclear drivers of revenue deficiency, and the OM&A component of existing nuclear -- if you will

-- rates is 3.240 billion and it is going up to about 3.8 billion.


My simple question is:  What is the proportion of that number that is labour-related?


MR. PENNY:  I think wait to deal with this, Mr. Chairman, perhaps is by way of undertaking, because as we know, this panel deals with base OM&A.


We have the projects panel.  This number, I know, includes the corporate allocations, which is not, I think, what Mr. Thompson is asking about, but maybe it is.  I'm not sure.


I mean, there is a lot loaded into that number.  I think if we have clearly what it is Mr. Thompson is after, we might be able to accommodate him.  But there are a lot of combinations and permutations, and so the issue is:  What is it that Mr. Thompson is after?


MR. THOMPSON:  Well, I don't think I can express it any better than I just did.  What proportion of the $3.8 billion is labour-related, staffing-related.  I am happy to have an undertaking.


MR. PENNY:  Why don't we see what -- we can try and work with that and see what we can do.  If on reflection, it doesn't make sense, we will have to come back to Mr. Thompson and ask for more parameters.


MR. KAISER:  All right.  Can we give that an undertaking number, then?


MS. CAMPBELL:  We can give it an undertaking number, which is J5.2, which is to provide the percentage of labour, as against the total OM&A costs.

UNDERTAKING NO. J5.2:  To provide the percentage of labour as against the total OM&A costs.


MS. CAMPBELL:  Mr. Cincar, being as helpful as usual, has pointed out that in L16, schedule 16, there is a line that tells you the total OM&A, at line 7, and there is a line that tells you what the total labour is.


His suggestion is you divide one by the other.  That's L16, 16, table 1.


MR. KAISER:  All right.  Why don't we look at that?


MS. CAMPBELL:  I don't know whether we can take care of that right now, so that we can erase the undertaking that was just given and Mr. Thompson can walk out with the answer that he requires.


MR. KAISER:  Mr. Thompson, would you prefer to take the morning break now and --


MR. THOMPSON:  Sure.  I am just about done, but why don't we do that?  And maybe we could find that exhibit --


MR. KAISER:  Then we'll find the exhibit and deal with it when we come back.


MS. CAMPBELL:  Thank you.


--- Recess taken at 10:47 a.m.


--- Upon resuming at 11:15 a.m.


MR. KAISER:  Please be seated.

Procedural matters:


MR. PENNY:  Mr. Chairman, at the break it was determined, I think, that it isn't quite so simple as Exhibit F-2, so I think what we should do, because there is a question about what is in there and what's not in there, so I think we better go away and take the undertaking and think about it a little more to be sure.


MR. KAISER:  I think we gave a number to that, did we not?


MS. CAMPBELL:  Yes.


MR. PENNY:  Yes, thank you.


MR. KAISER:  Anything further, Mr. Thompson?

Cross-examination by Mr. Thompson (continued):


MR. THOMPSON:  Yes, just a few questions, if I might.


Just on the point of Exhibit L, tab 16, schedule 16 being inappropriate for deriving the percentage, panel, can you just help me with this?  This is a table entitled "Operating Cost Summary, Nuclear".  It has total OM&A for each year, 2005 to 2009, at line 7, and then total labour at line 19.


It is inappropriate to derive the percentage by dividing line 19 into line 7, because -- what's in there that shouldn't be in there?


MR. MAUTI:  Well, just to clarify, line 7 that you referenced, or total OM&A, also includes an allocation of corporate costs and some other items as a service fee that is outside of the labour from nuclear.  So you have items in that line which don't have any relation to nuclear labour.


So the three lines in question that are related to nuclear labour would be in lines 1, 2 and 3, base project and outage OM&A.


But just as importantly, when you look down at line 19 for total labour, this is total labour for all FTEs across all work programs, not only OM&A.


So this would include the labour for capital expenditures, provision expenditures.  So I would have to go back as an undertaking and, in effect, make sure I am doing a pure apples-to-apples comparison so that we would be able to see the labour proportion.


MR. THOMPSON:  So there is capital FTEs in this operating cost summary?


MR. MAUTI:  No.  In the bottom line for regular staff labour, as the interrogatory asked, it was basically for -- adding a row for total labour expense for regular and non-regular FTEs.  So that was for all FTEs, which would include --


MR. THOMPSON:  So including capital-related FTEs?


MR. MAUTI:  Including staff that were working on capital or other projects.


MR. THOMPSON:  All right.  Okay, thanks.


Now, the last area I wanted to cover related to the discussion that you had with Mr. Kaiser on the transcript about target setting in response to the Navigant report.  This is around transcript 161, 162 on the last day.


As I recall it, the witnesses referred Mr. Kaiser back to the business plan and the targets set out in the business plan, specifically the PUEC targets, and there was also reference made to an 85/5 initiative.


I wondered if you could explain what that means, that 85/5 initiative?


MR. PASQUET:  That was a specific initiative at Pickering B to improve the material condition of the plant.  It consisted of online work, which was in the nature of backlog reduction.  It also had a large component of outage-related maintenance, and there was also some work associated with that initiative in the project area.


So the overall objective of 85/5 was, over a three-year period, to invest incremental money in the plant to improve the plant material condition.


MR. THOMPSON:  Okay.  Am I correct it's a Pickering B initiative, only?


MR. PASQUET:  That is correct.


MR. THOMPSON:  Are there similar initiatives for the other two plants?


MR. PASQUET:  For Pickering A, it is not called 85/5, but there are some initiatives in this year's business plan to improve the reliability of the Pickering A plant, and that is detailed in the business plans document.  That would be L-4-2, attachment 3, where there is incremental money that is allocated to improve plant material condition at Pickering A and to improve the reliability of the plant.


For Darlington, prior to -- in the 2004, 2005, 2006 period, there was additional investment in Darlington to reduce backlogs and also to improve the plant material condition.


So all plants have added different phases at different times, efforts and initiatives to improve plant material condition and reduce backlogs.


MR. THOMPSON:  Does the 85/5 initiative have a bearing for the test period or is it something that's --


MR. PASQUET:  No.  It is not included in the test period.  There is no incremental money in the test period associated with 85/5.


MR. THOMPSON:  So we don't have any initiatives in the test period that have some nice buzz words wrapped around them?


MR. PASQUET:  There is no initiatives in the test period associated with 85/5.


MR. THOMPSON:  Now, I just wanted to get clarification on the numbers that Mr. Kaiser asked you about.  This is undertaking J4.9, as well as the numbers that AMPCO had in its document K4.1, and then you have corrected those -- undertaking J4.10 this morning.


So if you could just turn up those two documents.  And the other document I would like you to put your finger on, in terms of these targets, is Exhibit A at tab 4, schedule 3, page 13.  This chart 2 is called "Nuclear Generating Station Targets"; A1, tab 4, schedule 3, page 13.


Do you have those three documents?


MR. PASQUET:  Yes, we do.


MR. THOMPSON:  Okay.  Let's just start, then, with J4.9, page 1 of 2 and 2 of 2.  Am I correct the numbers that you have shown here are production unit energy costs, PUEC?


MR. MAUTI:  Correct.


MR. THOMPSON:  Those are the numbers that you use in your business plan in the L-4-2 exhibit, and these are the numbers that appear at Exhibit A-1, tab 4, schedule 3, page 13, for 2008 and 2009; right?  They're PUEC numbers?


MR. MAUTI:  Correct.


MR. THOMPSON:  Okay.  So if we just married up J4.9, page 1, where you show PUEC to 2007 for Pickering A, B and Darlington, which -- at numbers 130.1, 55.9 and 31.6, with the targets for 2008 and 2009, we see the targets for Pickering A, 2008 and 2009, are $76 and $77 per megawatt-hour, respectively; is that correct?


MR. MAUTI:  Yes.


MR. THOMPSON:  Then for Pickering B, it is $50 per megawatt-hour in each year; correct?


MR. MAUTI:  Correct.


MR. THOMPSON:  And Darlington, it is $30 and $34 in 2008 and 2009 compared to the 31.6 in 2007, dollars per megawatt-hour; correct?


MR. MAUTI:  Yes.


MR. THOMPSON:  So the targets for Pickering A are looking at -- comparing them to actual 2007, are a significant reduction?


MR. MAUTI:  Yes.


MR. THOMPSON:  Okay.  In your discussion with Mr. Kaiser when this came up last day, you acknowledged that your target numbers are dependent on the increasing output forecasts.


MR. MAUTI:  In large respect, yes.


MR. THOMPSON:  Okay.  Now, the dollars, then, in undertaking J4.10, updated and corrected, are obviously not PUEC dollars.  They're something else.


MR. MAUTI:  No.  Those are unit costs, as AMPCO had defined them for that table, yes.


MR. THOMPSON:  All right.  And the difference between what AMPCO had done and what PUEC numbers produce, in 25 words or less, is what?


MR. MAUTI:  For one, fuel costs are not included in the J 4.10 undertaking.


There would likely be variable costs related to low-and intermediate-level waste, which is part of our PUEC definition which is, I don't believe, included as part of the table -- or the calculations as AMPCO had defined them.  So I think those would likely be the two largest, but I would have to go back and confirm any other small differences.


MR. THOMPSON:  Those are the big differences?


MR. MAUTI:  Yes.


MR. THOMPSON:  Okay, thanks.


MR. KAISER:  Can I just ask you something with respect to that while Mr. Thompson is going through his notes?


J4.9, that does not have the fuel costs or has the fuel costs?


MR. MAUTI:  No.  J4.9 includes the full fuel costs and our definition of what PUEC is, corporate.


MR. KAISER:  So here is my question:  You are forecasting, as Mr. Thompson has said, as you said, a very significant drop in the cost per megawatt-hour in the case of Pickering A in 2008 compared to 2007.


MR. ROBINSON:  That's correct.


MR. KAISER:  Almost cutting it in half.  How much of that is based upon a forecasted fuel reduction?


MR. ROBINSON:  Forecasted fuel reduction?


MR. KAISER:  Well, fuel costs are in these numbers; correct?  And the numbers are dropping like a stone.  The forecasted 2008 numbers are substantially below --


Let me back up.  I am assuming you have no way of controlling fuel costs.  They are what they are.  You pay what you have to pay in the market.


MR. BOGUSKI:  No.  That's not correct.  We talked about how we manage price risk, supply risk and quality risk.  And we have talked about, in price risk, that we use base priced indexed, a combination of base priced index and market priced, to give us that diversification of mechanisms to try to manage that price going forward.


MR. KAISER:  No, I realize that --


MR. BOGUSKI:  But you stated, we would pay --


MR. KAISER:  Would I be right that most of these plants, most of the CANDUs, have similar fuel costs?  It wouldn't be a big variability in fuel costs between the CANDUs.  Everyone would do what --


MR. BOGUSKI:  I honestly don't know that number.


MR. KAISER:  You don't know?


MR. BOGUSKI:  I personally don't know that number.  The fuel experts will --


MR. KAISER:  You don't compare your fuel costs with fuel costs of other operators?


MR. BOGUSKI:  Where those numbers may be available.  I am saying that I don't know.


MR. KAISER:  So we have no idea whether you are doing a good job compared to the others with respect to buying fuel?


MR. BOGUSKI:  Yes, we do know what our procurement strategy is, and the quality of that strategy relative to others.  I am saying that I personally --


MR. KAISER:  This is probably in the record, but just to put in this in context, of these costs we're talking about, megawatt per hour costs, what percentage is fuel cost?


MR. MAUTI:  Our fuel cost is in the neighbourhood of $2.40 to $2.60 a megawatt-hour.  So compared to the --


MR. KAISER:  It's not big, relative to the others?


MR. MAUTI:  No.  It is relatively small.


MR. ROBINSON:  The largest factor in between 2007 and 2008 was a significant issue at Pickering A last year, where both units were off for a significant period of time.  That's why you see the large drop in 2008.


MR. MAUTI:  The 2008 number is relatively close to the 2006 experience at Pickering A.


So it's levelling back off to at least where it was in 2006.


MR. KAISER:  Right, right.  Thank you.


MR. THOMPSON:  Just to make sure we have got apples and apples, could you do this, panel?  In your update of Exhibit J4.10, for 2008 and 2009, you have some unit costs expressed there, which, I take it, exclude –-


MR. MAUTI:  Fuel.


MR. THOMPSON:  So they would be the equivalent of what's in your targets in the material we have discussed, after backing out the fuel costs and whatever other costs AMPCO backed out; correct?


MR. MAUTI:  Correct.


MR. THOMPSON:  Could we just have shows numbers broken down by plant, and then we would have the -- so we would see how the 2008 and 2009 numbers, 42.50 and 43.56, are made up of plant numbers.


MR. PENNY:  Well, here is my concern, Mr. Chairman, is that this is not our exhibit.


We changed -- we were asked to add Q1 data, but this is an AMPCO exhibit.  Maybe Mr. Thompson should ask AMPCO to do that.


MR. THOMPSON:  I thought that was a question you were asked by Mr. Kaiser, to break out OPG's production unit energy costs on charts 8 and 9 of Exhibit K4.2 into separate numbers for Pickering A.  I thought he was correlating it to AMPCO's numbers, but --


MR. MAUTI:  No.  That breakout of the PUEC costs had no bearing on the AMPCO exhibit.  It was based on, I believe, it was one of the Board Staff exhibits.


MR. KAISER:  Mr. Thompson, it was working off of K4.2.


MR. MAUTI:  K4.2, page 8, I believe it might have been.


MR. KAISER:  Yes.


MR. THOMPSON:  All right.  I'm sorry.


All right.  Well, I won't pursue that any further.  Fine.  Thank you very much.  Those are my questions.


MR. KAISER:  Thank you.


Mr. Stephenson.

Cross-examination by Mr. Stephenson:

MR. STEPHENSON:  Thank you, Mr. Chair.


I just have a couple of minutes on the Navigant study.  Panel, is it fair to say that this benchmarking study is a form of a management tool, in the sense that it is a tool that management uses to assist you in running your business?


MR. ROBINSON:  It is.


MR. STEPHENSON:  And I take it that it is only one of a number of different management tools you have at your disposal in order to assist you in that task; fair?


MR. ROBINSON:  That's correct.


MR. STEPHENSON:  Now, we have heard that there are -- that the study reveals that in certain areas OPG has more staff than the CANDU benchmark.


I take it, however, that you don't necessarily take that fact as being definitive proof that you have too many staff in any particular area.  Is that fair?


MR. ROBINSON:  That's correct.


MR. STEPHENSON:  In fact, you use this management tool, in essence, to look back at your own organization and to determine whether there are any particular circumstances on the ground that justify those differentials.  Is that fair?


MR. ROBINSON:  That's fair.


MR. STEPHENSON:  And it may be that upon examination, the differentials are justified, and maybe they're not justified; fair?


MR. ROBINSON:  That's correct.


MR. STEPHENSON:  The management step you take, if any, will depend upon your analysis of the actual circumstances on the ground, and whether there is an apparent justification for any differential; fair?


MR. ROBINSON:  That's correct.


MR. STEPHENSON:  You gave an example, I believe, of backlog reduction at a particular facility as something that you found when you went and looked to see whether there was, in fact, a justification.


MR. ROBINSON:  That's correct.


MR. STEPHENSON:  Sorry.  When I say "backlog", I think it is backlog of -- help me.  What is it a backlog of?


MR. ROBINSON:  It was backlog at Darlington of corrective and elective maintenance.


MR. STEPHENSON:  Right.  So I take it that the thought process you have there is, the reduction of that backlog is a priority for the company; fair?


MR. ROBINSON:  At that point in time, yes.


MR. STEPHENSON:  And to the extent you had additional staff that was involved in assisting you in that priority, then that justified, at least to some extent, the differential.


MR. ROBINSON:  That's correct.  We did that by design.


MR. STEPHENSON:  I take it that that process has either come to an end or is coming to an end, and you are addressing the staff issue as we go forward?


MR. ROBINSON:  That's correct.


MR. STEPHENSON:  Okay.  One last item on the Navigant study.  If you could turn up page 9 - and I think the Chairman had you look at this last day - as I understood your evidence, this document represents phase 1, and phase 1 is, in fact, what you asked or what Navigant was asked to do under this particular contract; correct?


MR. ROBINSON:  That's correct.


MR. STEPHENSON:  I mean, is it -- and I think it is probably fair to say that the other phases are fair characterizations of what you can do in a performance improvement initiative.  I take it you don't dispute that?


MR. ROBINSON:  That's correct.


MR. STEPHENSON:  Is it fair to say that in some respect, aside from being an illustrative example of a performance improvement initiative, this is a bit of a sales pitch by Navigant about future work?


MR. ROBINSON:  It is.


MR. STEPHENSON:  Thank you.  Those are my questions.


MR. KAISER:  Thank you.  Mr. Warren.

Cross-examination by Mr. Warren:


MR. WARREN:  Panel, I have just a couple of follow-up questions to see if I can restore some body to the Navigant report that my friend Mr. Stephenson has just watered down for us.


You use the term in -- these are follow-up, in all seriousness, to questions that my friend Mr. Thompson asked.  I want to get a sense of what these numbers mean.


Mr. Thompson put to you the question whether the -- you accept the Navigant benchmark data, and your answer to that was you have no basis to question the numbers; correct?


MR. ROBINSON:  That's correct.


MR. WARREN:  Now, Navigant had a figure that Mr. Thompson read to you, which is that the total staffing is some 12 percent above the benchmark.  Do you remember that?


MR. ROBINSON:  That's correct.


MR. WARREN:  Now, do I take it that that is -- for purposes of this Board's scrutiny of your efforts to make yourself more efficient, that that is, for all intents and purposes, a meaningless number which you don't accept, that there are -- as my friend Mr. Stephenson pointed out, that there are relative circumstances that are changing all the time, and that the Board should pay effectively no attention to that 12 percent figure.  Is that a fair interpretation of your evidence?


MR. ROBINSON:  You have to take into context what that number means, and saying that we were 12 percent above the benchmark at that point in time is an accurate statement.


It is not indicative of performance.  It is not indicative of special projects that you have going on at that time to improve performance that the other benchmark utilities would not have.


MR. WARREN:  Do I take it, then, that the next time that OPG comes before the Board and the Board says, Have you reduced your staffing levels by 12 percent, your response to that would be, Well, that number didn't mean anything in the first place?  Is that fair?


MR. ROBINSON:  Again, the benchmark is a fair benchmark, but if you are saying can we use this benchmark in isolation to reduce staffing levels by 12 percent, that would not be a good interpretation of what this benchmark study was designed to do.


MR. WARREN:  Now, you used the term -- it may not have been you, sir.  It may have been one of the other panel members, but you used the term "continuous improvement process".  Do you remember using that term?


MR. ROBINSON:  Yes.


MR. WARREN:  Could you agree with me that the concept of continuous improvement is a term of art related generally to the IESO standards; IESO standards?


MR. PASQUET:  Continuous improvement could apply to any set of standards.  It is a management practice to look at where you are, benchmark against best practices, and then make improvements to strive to those benchmarks or best practices.


MR. WARREN:  Okay.  I take it, though, that you understand -- when I talk about an IESO standard, you understand what that means?


MR. ROBINSON:  Yes.


MR. WARREN:  Do I take it that OPG is not -- does not now and has no plans to adopt an IESO standard for its operations; is that fair?


MR. PASQUET:  There are some of our operations, such as environmental protection, for which we have adopted IESO standards.


So there are parts of the business for which we have done that.  And where it is prudent, we will go and choose the right standards to measure the business.


MR. WARREN:  With respect to the benchmark measurements that Navigant was looking at, I take it that you are not going to adopt some formal external standard like an IESO standard to measure your continuous improvement in that area; is that fair?


MR. ROBINSON:  Could you state that question again?


MR. WARREN:  Well, I take it -- let me step back and put the question in context.


Navigant has now done, as far as you are concerned in terms of this project; is that right?


MR. ROBINSON:  Correct.


MR. WARREN:  I take it that you are not retaining Navigant to continuously measure whether or not you -- on an ongoing basis, whether you are whether your continuous improvement process continues to be at, above or below benchmark standards; is that fair?


MR. ROBINSON:  I don't think there's been any decision made on whether -- whether to or whether not to use Navigant in the future to do another benchmark.


MR. WARREN:  Do I take it that, for example, the next time the Board looks at OPG, will there be any external standards against which they can measure the success or failure of your continuous improvement process?


MR. ROBINSON:  There are a number of measures that they can, and I assume they will, look at as to how we perform against our business plan and targets that we have laid out there.


MR. WARREN:  So may I suggest to you, though, that what you are saying is that the Board's measurement will be against standards which you have set, but not against some external standard; is that fair?


MR. PASQUET:  Our standards -- what we have done and shown in the evidence, our standards are compared via benchmarking.


We have talked about production unit energy cost.  We have talked about backlogs.  We have talked about a number of different areas for which we actively benchmark our targets against, and we compare and we look for opportunities to improve the business based on that benchmarking.


MR. WARREN:  Let me boil it down to this, panel members, and see if I can get to it this way.


This is the first time this regulator has had a look at OPG in the context of an approval of rates.  It will do so again in a period of two years.


When we get to that two-year period down the road, is it the case that you will be saying that your success or failure, in terms of efficiencies, will be measured exclusively against whether or not you have met your business plan standards, or will you be offering at that point some external benchmark study against which we can compare it?


MR. MAUTI:  I believe that would be speculative about the next time that we would in front of the Board for a hearing, so I am not sure if that's the case.


MR. WARREN:  Thank you, panel.  Those are my questions.


MR. KAISER:  Mr. Buonaguro?  Mr. Faye.

MR. FAYE:  Thank you, Mr. Chair.  Is that better?


I just have --


MR. PENNY:  Mr. Chair, may I make an observation about witness scheduling, that yesterday or the day before yesterday, I had asked for -- this isn't an objection to Mr. Faye's questioning at all, but I asked for estimates of time for this panel.  I received them from two people.  They were 15 minutes each.


We have now heard from a number of people.  I, again, would entreat people to try and give us the estimates so that we can schedule appropriately.


MR. KAISER:  Thank you.  Mr. Faye.

Cross-examination by Mr. Faye:


MR. FAYE:  I just have a couple of follow-up questions to questions that other counsel have asked.


The overall impression that I have gained from the Navigant report is that OPG is generally above the benchmark in staffing in most areas; is that fair to say?


MR. ROBINSON:  That's correct.


MR. FAYE:  And that this is attributable to, among other things, a backlog of maintenance activities at all of your nuclear stations; is that also fair?


MR. ROBINSON:  That is a part of it, yes.


MR. FAYE:  So is it fair to conclude, then, that as those maintenance backlogs are eliminated, that you could reduce staff that was devoted to doing that maintenance?  Is that also right?


MR. ROBINSON:  That's fair.


MR. FAYE:  So as we are moving towards that target, getting down to the benchmark number of backlog maintenance tasks, do you have any internal controls or plans that will ensure that staff does leave, that the numbers do come down?


MR. ROBINSON:  We have, in fact, built in reductions into our business plans, yes.


MR. FAYE:  Yes.  I see the numbers are coming down, but do you have some of the more standard internal controls like a hiring freeze?  Do you have anything like that in place?


MR. ROBINSON:  We don't have a hiring freeze.  However, the main way that we would reduce to those numbers is through attrition.


If you look at the demographics, we believe that we can achieve our targets mainly through attrition.


MR. FAYE:  When you say "attrition", do you mean that people retire?


MR. ROBINSON:  Yes.


MR. FAYE:  Or leave voluntarily?


MR. ROBINSON:  Yes.


MR. FAYE:  In the case of a tradesman, for instance, working on problems at Darlington station, and now the maintenance problem is corrected, do you wait for them to voluntarily leave or -- what would cause them to leave if they're collecting a paycheque every week?


MR. ROBINSON:  Because it is time for them to retire.


MR. FAYE:  So you are going to wait for staff to retire before your staff numbers come down?


MR. ROBINSON:  We have people who are retiring routinely.  We measure and track, through what we described here in the evidence as our workforce development plan which looks at the number of -- it looks at the number of staff that we need going forward in the business plan.  It looks at the number of people who are eligible to retire.  It looks at past statistics on transferring out to other divisions in the company.  And it also, then, applies our hiring program such that we can match the number of staff that we need to the business plan requirements.


So far, those assumptions that we have put into that workforce development plan, which include retirements and other means of folks exiting the business, have been fairly accurate.


MR. FAYE:  How do you ensure that your unit managers just don't go out and replace the retired staff?


MR. ROBINSON:  Because we have a workforce development plan, and the hiring is done through a centralized organization.


MR. FAYE:  Would it not be consistent, then, to put a hiring freeze on, until your retired staff actually leave?


MR. ROBINSON:  As I said, the predictions that we have made about retirements and other movement of staff have been fairly accurate, and, therefore, the numbers that we have pretty much match what the business plan calls for, and we expect that to happen going forward.


MR. FAYE:  Okay, thanks.  That's all I had on the Navigant report.  I have a couple of follow-up questions on the interrogatory responses.


The first one is the response to J4.6, 4.7 and 4.8.  I am looking at the CANDU reliability performance chart.  All I want to do here is just clarify to make sure I understand what I am seeing.


There are two acronyms used here.  UCF is?


MR. ROBINSON:  Unit capability factor.


MR. FAYE:  And UCL?


MR. MAUTI:  Can you please tell me what page of the exhibit you're referring to?


MR. FAYE:  Page 3 of 5.  It's a yellow background chart with some black and red histogram bars on it.


MR. ROBINSON:  Yes.  The UCL is unplanned capability loss factor.


MR. FAYE:  If I add together the UCF and the UCL, the top of the red bar, then, would that be the forecasted capacity factor for the year for that unit?  Or for that station, if it is on a station basis?


MR. ROBINSON:  No.  What you see there is a three-year average of the unit capability factor, which is the dark portion.  That's actual performance over the -- average over the last three years.


Shown above that in the orange is the three-year average of unplanned capability loss factor for each of the stations.


MR. FAYE:  So if you hadn't had these unplanned events that cause capability losses, you would have reached -- your actual capacity factor on average for the three years would have been the top of the red bar; is that correct?


MR. ROBINSON:  That's correct.  If your three-year unplanned capability loss factor were zero, then that would be additive to the three-year average unit capability factor, and would be the top of that bar.


MR. FAYE:  Would there be any component other than those two that would add to your forecast?  Such as, are there planned capacity losses that should be added into this to get the forecast?


MR. MAUTI:  Planned outages and planned losses as part of that outage cycle are taken into account, in terms of coming up with that generation plan.


MR. FAYE:  Yes.  I understand that.  But I understood you to say that the dark part of the bar refers to actual performance; the red part refers to unplanned capacity losses.


Do I need to add a third component -- that being planned capacity losses -- to come up with what total capability of the unit could have been?


MR. ROBINSON:  Yes.


MR. FAYE:  Okay, thank you.


MR. RUPERT:  Just so I can be clear on Mr. Faye's last question, I take it this third piece is just the difference between the top of the orange bar and 100 percent, that differential is what you -- with the planned outages, for example.


MR. PASQUET:  Correct.


MR. ROBINSON:  That's correct.


MR. RUPERT:  Thanks.


MR. FAYE:  On undertaking J4.3, this was to advise about processing of uranium concentrate.  The response seems to indicate that the Blind River facility, Cameco's Blind River facility doesn't process uranium dioxide, but it does process uranium trioxide, and that that trioxide is then shipped to Port Hope where it is further converted to one of two products, depending upon its ultimate destination.


Is the Blind River facility capable of taking that next step from ^UO3 to UO2?


MR. BOGUSKI:  It does not have the production facility in place to do that.


MR. FAYE:  Okay.  On J4.4, this was the question relating to the premium that would have to be paid to import finished fuel bundles from a conversion plant in Eastern Europe.  The response is that the cost premium is approximately 25 percent.  I have two questions here.


One is, I understood you to say the other day that that plant might be used, but they would only supply a finished fuel bundle.  You wouldn't be able to take it step-by-step as you do presently.


If you had to go to them, does the 25 percent premium include any liquidated damages you might suffer because you have other contracts for uranium concentrate and uranium dioxide or -– yes, uranium dioxide, that would not be useful to you any more?


MR. BOGUSKI:  No, they would not.  I would like to clarify that in the evidence, it says the manufacture of the fuel bundles would continue to occur at the Canadian facilities.


So the exploration of this concept was to buy a fully loaded fuel bundle delivered to our dock, utilizing the same fuel manufacturer, but using uranium delivered to a conversion facility in Eastern Europe.


MR. FAYE:  Okay.


MR. BOGUSKI:  It's not the manufacturer portion.  It was the first two phases of our supply chain, only.


MR. FAYE:  So my understanding from the other day that that plant might be available but only on a fuel bundle completed basis, that has now been revised in this --


MR. BOGUSKI:  No, it has not being revised.  It's being clarified as to what we were pursuing.  We were pursuing a concept with one of our suppliers to have a fully loaded fuel bundle, where we would purchase the uranium dioxide as well as the concentrate and the manufacturing process, and have that risk transferred to the supplier.


The supplier was looking at facilities outside of Canada to be able to take on the first two elements of that supply chain, and in pursuing that opportunity, there was the discovery of risk transfer, which was assumed in this concept would not take place.


Risk would be carried by OPG at all levels.  And, in fact, that meant that risk of concentrate being received, processed to uranium dioxide, and then the shipping back to Canada for fuel manufacturing would be held as our risk.


MR. FAYE:  Okay.


MR. BOGUSKI:  The total cost of that - and this is where the undertaking came from - was approximately a 25 percent premium, plus an increase in risk to OPG, which is why we did not pursue that alternative.


MR. FAYE:  An increase in risk from what you presently bear since -- you own the product at each step of the process?


MR. BOGUSKI:  That's correct.


MR. FAYE:  So the increased liability is associated with what?


MR. BOGUSKI:  The increased risk is the location being in Eastern Europe where, right now, we follow the quality programs as stipulated in our contract, and we have close proximity to be able to do our quality checks close to our facilities.


MR. FAYE:  If I could just have a moment, Mr. Chair?


I guess a final question concerns the Port Hope facility.  I understand, from your testimony the other day, that the part of the facility that is shut down is the one that produces the uranium hexafluoride.


MR. BOGUSKI:  Unit 6, that's correct.


MR. FAYE:  The part that produces your product, the converted UO2, is still operating.  Our understanding is that the reason part of that plant is shut down, that there's contaminated soil beneath the building, underneath the U F 6 conversion facility, but we have also heard - and we wonder if you are aware of this - that the same contamination has also been discovered under the uranium dioxide part of the building.


Are you aware of any reports on that?


MR. BOGUSKI:  No, I am not aware of any reports on that.


MR. FAYE:  Okay.


MR. BOGUSKI:  I am aware that the supplier has carried out their own risk assessment on the UO2 ^ facilities on a regular basis, and we had been advised in 2007 that there was no risk to supply to OPG.


MR. FAYE:  Okay, thank you.  Those are my questions.


MR. KAISER:  Thank you.

Questions from the Board:


MR. RUPERT:  I just have a handful of very quick questions for the panel.


Did OPG's board of directors receive the Navigant report?


MR. ROBINSON:  I don't know whether they received a copy of the report, or not.


MR. RUPERT:  I have one question on the report itself.  I think, Mr. Robinson, you were -- in response to questions about the 12 percent, differential in head count, you had pointed out on several occasions that the benchmarks don't necessarily reflect whether special projects or special circumstances that your facilities and things you had under way.


I wanted to just ask about a comment Navigant makes on page 11 the report and just understand that.  It is the last bullet on page 11.  It says: 

"Benchmarks for special projects, such as plant life extension and unit 2/3 safe storage, were set equal to the actual staff working on these projects."


When I read this the first time around, I interpreted this, particularly when it uses the word "such as", to be a comment not just about plant life extension or unit 2/3 safe storage, but a more general comment that where there were special projects at OPG, that they just set the benchmark equal to what you already had in staffing.


Is that right?  Is that your interpretation of that bullet?


MR. ROBINSON:  No.  My interpretation of that bullet is they looked at defined special projects, plant life extension and the unit 2/3 safe storage because there was no ability to benchmark against those, because they're not part of your normal staff complement to do the normal process of business, including improvement initiatives that you have under way.


MR. RUPERT:  So the words "such as" I should read just to say specifically those two.  There is not -- there wasn't another list of other projects you had under way that they set the benchmark equal to your head count for?  I am just trying to understand --


MR. ROBINSON:  That's correct.


MR. RUPERT:  So just these two, okay.


Several times in the last couple of days there's been reference to the business plan.  That's at Exhibit L-4-2, attachment to that.


I just wanted to ask -- I will pull mine out.  My question is only on a single word.  This is a PowerPoint presentation that was made to the board on December 13th, 2007.


It's been referred to regularly as the business plan.  I just want to understand.  Is this the business plan -- the reason I ask is page 10 of one of the sections -- page 10 of the section on business plan nuclear operations, a presentation by Tom Mitchell, the header on that page is "2008 Plan Summary".


So is the official business plan the nuclear division this PowerPoint presentation, or is there another document that constitutes the official business plan?


MR. ROBINSON:  There is a 2008 to 2012 business plan.  What the board asked for was this window of that overall business plan.  We do business planning on a five-year basis.


MR. RUPERT:  So the Board's approval is an approval of the PowerPoint presentation.  It wasn't approval of the plan?  I want to understand what the board members would have seen and what they would have approved.


MR. PENNY:  That's my understanding, Mr. Rupert, that this is what the Board gets, what you have.


MR. RUPERT:  Okay.


MR. MAUTI:  The specific values for generation and costs and the targets and the measures, as included in this, sort of constitute the -- these are the specific targeted items that form part of the budget and the reporting for the next year.


MR. RUPERT:  I understand.  My question is more simple.  If you were a member of the board of directors that said approve the business plan, you would, without doubt, say, I have approved this PowerPoint presentation from December the 13th, and that was it?


MR. ROBINSON:  Correct.


MR. RUPERT:  Yes.  The last question is just a numbers question that came up in your discussion with Mr. Thompson about labour percentage.


You referred to a page in Exhibit F-2, tab 2, schedule 1, table 3.  This is the table that shows total work program, regular head count.


It was part of a discussion about whether head count was going up or going down.  You made the point on that table that -- sorry, I should let you turn it up, I guess, first.


MR. MAUTI:  2-2-1, table 3, it was?


MR. RUPERT:  Yes, yes.  You made the point or one member of the panel made the point that while this is total staffing, you have to recognize that things like the P2/P3 safe storage project, which is on line 40, ought to be disregarded.  And you also made some comments around nuclear generation development.


My question is a real narrow one.  Maybe it will come up on the projects panel for nuclear.  I am not sure.  But I look at the nuclear generation development and services lines, lines 34 through 38, and the single biggest line, by a substantial margin, is something called inspection and maintenance services.


Now, maybe this is just a function of your organization, but I took it that inspection and maintenance is probably relevant to the basic business and is not, for example, a new generation build activity.


So do I take it that the head count in that line 35, I should really include that in any assessment of the trend of head count for the nuclear division, because it would seem hard to believe that inspection and maintenance is something you could just exclude?


MR. MAUTI:  Correct.  It is more operational in focus.


Organizationally, it was grouped under the vice president for nuclear generation development and services.  That's why we've reported it that way.


MR. RUPERT:  Okay, I just wanted to clarify that.  Thanks.  Those are my questions.


MR. KAISER:  Mr. Robinson, I just have a few questions.  I will start with the memorandum of agreement.  You and I discussed this the last day, paragraph 3.  This is the agreement that Mr. Epp executed on behalf of the board on September -- no, I guess it was August 15th, 2005.


And there you have agreed to benchmark your performance in certain areas against CANDU or nuclear plants worldwide, as well as against the top quartile of private and publicly-owned nuclear electricity generators in North America.


You answered one of Mr. Warren's questions a moment ago.  I think his question was to the effect:  The next time we have a rate case, will we be seeing further benchmark data?  You said you haven't made up your mind yet.  Did I get that right?


MR. ROBINSON:  My response to that question was whether or not we would be doing another Navigant benchmark study, and to my knowledge, I don't know if that decision has been made.


MR. KAISER:  Do you interpret the sentence that I just read in this agreement as a requirement that OPG benchmark?


MR. ROBINSON:  Yes.


MR. KAISER:  Continuously?


MR. ROBINSON:  Yes.


MR. KAISER:  We have the Navigant document, which would appear in some respects to deal with the benchmarking against CANDU nuclear plants.


Where is the study that benchmarks OPG against the top quartile of private and publicly owned nuclear electricity generators in North America?


MR. ROBINSON:  We have that benchmarking data through the WANO data that we get.  I don't know -- I will have to go back to the evidence here and see if that is included in here, but we do have that benchmark data as well.


So while -- on page 8 of the business plan, it shows the nuclear performance index versus world CANDU, we also have that data available for the US fleet of plants, as well, and our comparison to that.


MR. KAISER:  Is that in the record?


MR. ROBINSON:  I don't believe that is in the record.


MR. PENNY:  Sorry, Mr. Chairman.  Just to interject briefly, there was reference earlier -- and Mr. Rodger examined on this -– the A1, tab 4, schedule 3, which was page 13 of Mr. Rodger's bundle, if you have that handy, that is from OPG's evidence.


That's a summary of, I think, what Mr. Robinson is alluding to, is that that is -– and there was actually quite a bit of examination about this the other day.  This is a summary of the four categories that are done.


I think the evidence from yesterday -- or sorry, the day before yesterday -- was that the production unit energy cost or PUEC data from the EUCG, that's the US top quartile package.


MR. KAISER:  All right.  Is this a study that you commissioned, or it's just a study they do independently?


MR. ROBINSON:  For the nuclear performance --


MR. KAISER:  Let me back up.  I'm sorry.  I'm not being clear.


I understand Mr. Rodger's page 13; we have spent a lot of time on it.  Is there a study such that benchmarks your performance over -- I don't know whether it is over a period of years.  This is just one year that we have here, with respect to the privately and publicly owned nuclear electricity --


MR. ROBINSON:  It's an ongoing process.


MR. KAISER:  So is there a document you can provide us with?


MR. MAUTI:  Both the EUCG and the WANO databases are available to us at any time, and we do go in to that to be able to do comparisons.  It is not so much a study or report produced, but it is access to the database, which we then can compare ourselves on that basis.


MR. KAISER:  Maybe I can deal with it this way.  Let's go to J4.9.  This is the update, if you will, that you provided us with this morning.  It arises out of the Board Staff document.


We have data here, at least with respect to the cost per megawatt-hour over the period 2005 to 2007.


The US median data, which is 23.8 and goes to -- it is flat -- it goes to 23.0.  It goes down a bit, I guess, in 2007.  Is that WANO, or what is that?


MR. MAUTI:  This is, specifically, EUCG data that we are able to go into that database and extract what those median numbers are.


MR. KAISER:  All right.  When you say the US median -- I assume it is a US median -- can you give me the top quartile, whatever, the top quartile?  Would those numbers be available?


MR. MAUTI:  I believe in the update on J4.6, starting with this chart 3, it's that same chart, the page 13 that was updated for 2007.  So it is in J4.6, page 2 of 5, and that undertaking, we have updated this.  For example, the US top quartile is now $20 a megawatt-hour.


MR. KAISER:  What year?  2007?


MR. MAUTI:  2007, yes.


MR. KAISER:  What's the number in 2006?


MR. MAUTI:  2006, it was $20 as well.


MR. KAISER:  And 2005?


MR. MAUTI:  I don't have the top quartile in 2005 with me.


MR. KAISER:  All right, well, if you could provide that?


MR. MAUTI:  Yes.


MR. PENNY:  Yes, we can determine the top quartile number that's comparable for 2005.


MS. CAMPBELL:  That would be J5.3.

UNDERTAKING NO. J5.3:  To determine the US top quartile number that is comparable for 2005


MR. KAISER:  Now, looking at J4.9, the US median has declined a bit.


Bruce is flat.  I am talking over this period 2005-2007.  Then we go to Darlington.  It has gone up significantly, about 30 percent.  Pickering B has gone up.  Pickering A, of course, went up a fair chunk.


Does it bother you that your plants are going up in cost, while the two comparators we have are going down or staying flat?  Should we draw any conclusion from that?


MR. ROBINSON:  The conclusion that we draw from that is that we are making, over this period, improvements to the plants that will improve reliability and our expectation is that over time, those numbers will come back down.


MR. KAISER:  Thank you, gentlemen.


MS. CHAPLIN:  Just for a minute, if I could take you back to a question Mr. Rupert asked you about Exhibit F2, tab 2, schedule 1, table 3, which was the "total work program regular headcount"?


 MR. ROBINSON:  That was F2, tab 2, schedule 1,

table 3?


MS. CHAPLIN:  Yes.  Do you have that?


MR. ROBINSON:  Okay.


MS. CHAPLIN:  He was asking you about line 35.  As I understood your answer, the indication was that those headcounts were not strictly related to that group, that nuclear generation development and services group, and belonged, I guess, more appropriately were allocated to some the others.


But I am trying to understand how those inspection and maintenance service headcount differs, because if you look for the individual units, there are line items for maintenance, for example.


So I guess I am just trying to understand how it is that that answer is that, in fact, it belongs in the other groups.


MR. ROBINSON:  Inspection and maintenance services is a very specific group within OPG that does specialized inspections of things like boiler tubes, pressure tubes.  And in addition to providing that service to OPG, we also sell those services to Bruce Power and others, and it operates as a quasi-independent unit, if you will, rather than being allocated to the plants.


Therefore, because it had that element of commercial services with it, it was grouped in with this new generation development and services part of the business.


MS. CHAPLIN:  Okay, thank you.  That helps me.


Then just finally, back on this J4.9.  Would I be correct in concluding that the -- I think you have testified to this -- that the variations, for example, in Pickering A were driven by the outages; it is a production impact that is driving the effect on this cost per unit?


MR. ROBINSON:  That's correct.


MS. CHAPLIN:  Would it be correct to conclude that going into any kind of given year, your OM&A -- let me start again.


To the extent your production varies from forecast as you are in the year, how much ability do you have to adjust your OM&A to, in effect, try to compensate for that?


In other words, if your outages are higher than you expected, is it likely that your OM&A in fact will be higher or lower than you might have originally forecast?


MR. ROBINSON:  If the outage goes longer, you would naturally expect that the overall OM&A would increase.


We do look at that, and while there is not a significant offset that we can make, we do look for offsets to maintain what we would call the contribution margin.


MS. CHAPLIN:  So to some extent there may be offsets, but, in fact, production difficulties can have a compounding effect on what your unit cost results are going to be?


MR. ROBINSON:  That's correct.


MS. CHAPLIN:  Thank you.  That's all I have.


MR. KAISER:  Mr. Robinson, I skipped over one question.


With respect to J4.9, could you give me the first quarter 2008 results for each of the three plants?


MR. MAUTI:  Yes.  We can provide that as an undertaking.


MR. ROBINSON:  I don't have it, but we can provide it.


MR. PENNY:  Yes.  All right.  So that is to add to the chart, the first quarter?


MR. KAISER:  And Ms. Chaplin reminds me, and it is a good point, could you give us the -- I know you have given us forecast targets.  I think you have given us the target for 2008 and 2009 for each of the three plants this morning?


MR. MAUTI:  Correct, yes.


MR. KAISER:  This is not a question for you, I suppose.


You indicate in this document that the Bruce data was provided by OEB staff in K4.2.  OPG is unable to validate these numbers.


I wonder, Ms. Campbell, if we can ask you to provide the source of the information that your staff used for this Bruce data?


MS. CAMPBELL:  Certainly.


MR. KAISER:  That's the data that you provided in K4.2.


MR. MAUTI:  Just to clarify, you would like the first quarter 2008 for both the PUEC and the capability factor for those?


MR. KAISER:  Yes, by plant.


MS. CAMPBELL:  Yes.  And that would be undertaking 5.4, J5.4.

UNDERTAKING NO. J5.4:  PROVIDE THE PUEC AND THE CAPABILITY FACTOR FOR FIRST QUARTER 2008 FOR EACH PLANT.


MR. KAISER:  Thank you.


MS. CAMPBELL:  The undertaking for the Staff, to the Staff undertaking --


MR. KAISER:  Yes, yes.


MS. CAMPBELL:  -- would be J5.5.

UNDERTAKING NO. J5.5:  BOARD STAFF TO PROVIDE SOURCE OF INFORMATION USED FOR BRUCE DATA.


MR. KAISER:  Thank you.  Mr. Penny, anything?

Re-examination by Mr. Penny:


MR. PENNY:  Yes.  Thank you, Mr. Chairman, just I think two questions.


One has to do with the Navigant study and one with one of the -- with the examination on one of the undertaking answers.


This is probably for you, Mr. Robinson.  There were quite a few questions around this 12 percent, and I think you have explained a number of times your view of why -- about what to do with that number and what it means in relation to what is going on at the OPG's plant.


So I don't want to cover that ground again, but I do want to ask -- both Mr. Thompson and Mr. Warren had questions that contained the suggestion that maybe what we should do is just arbitrarily cut the labour budget by 10 or 12 percent to take account of this.


I wanted to ask you to respond to that suggestion and your view of whether (a) it is appropriate or not appropriate, and (b) what the implications of that would be for OPG's operations?


MR. ROBINSON:  One of the challenges with doing a study such as Navigant is jumping to a conclusion that because you are 12 percent above a benchmark, that you have opportunities to reduce by 12 percent.


I would point out that the study that was done was done on a very limited benchmarking pool, if you will, Point Lepreau, Gentilly and Bruce Power.


If you look and go back to the reference of Darlington, Darlington, by the data we provided, is outperforming all of those units.


So to say that we should go and cut 12 percent of the staff at Darlington just because they're above the benchmark could, in fact, drive performance to the performance of those other stations, which is not where we want to go.


MR. PENNY:  All right, thank you.  Perhaps my second question on -- relates to Exhibit 4.9.  It may be making the same point in a different way.


You have indicated, in answer to some questions about this, on the front page that the production unit energy cost is higher for the OPG units.  But if we flip over to the other side, I just want to make sure it is clear.  Which is the best performer, from a capacity factor point of view, of that have sample?


MR. ROBINSON:  Darlington.


MR. PENNY:  Thank you.  Those are all of my questions.


MR. KAISER:  Thank you.  Come back in an hour with the next panel.

Procedural matters:


MS. CAMPBELL:  Excuse me, excuse me.  There is -- I believe, Mr. Chair, that there was going to be argument on whether or not the Navigant benchmarking report is, in fact, to remain confidential.


MR. PENNY:  I wanted to come back to that.  Thank you for reminding me.


MS. CAMPBELL:  Yes.


MR. PENNY:  I think just to cut this whole thing short, none of the examinations, I think, touched on the Navigant data.  They talked about OPG.


So I actually think that that examination does not disclose anything that would be of concern.  So I think we can withdraw the in camera portion of the hearing and make that publicly available.


MS. CAMPBELL:  Also just one more thing, Mr. Chair, before we break for lunch and before panel 4 disappears.


I did send -- and asked Mr. Penny and sent this via e-mail two days ago, an undertaking to do one additional breakdown.  It was an undertaking that I forgot to obtain from panel 4 when I was doing my examination.


I alerted Mr. Penny to it, but I would like to put it on the record so that it, in fact, has an undertaking number.


MR. PENNY:  Well, it causes great inconvenience, I am sure, to bring the whole operation to a halt, but we would be prepared to consider Ms. Campbell's request.  So go ahead.


MS. CAMPBELL:  Thank you.  The question was:  Assuming the Board were to approve the increase in nuclear OM&A of 559 million as requested in the application, please calculate the necessary fleet-wide capability factor that OPG would need to achieve in order to bring the PUEC back down to the level OPG achieved in 2006, which was about $43 per megawatt-hour, as shown on page 8 of Exhibit 4.2.


MR. PENNY:  Yes, we can do that.


MS. CAMPBELL:  Thank you.  That would be J5.6.

UNDERTAKING NO. J5.6:  ASSUMING THE BOARD WERE TO APPROVE THE INCREASE IN NUCLEAR OM&A OF 559 MILLION AS REQUESTED IN THE APPLICATION, TO CALCULATE THE NECESSARY FLEET-WIDE CAPABILITY FACTOR THAT OPG WOULD NEED TO ACHIEVE IN ORDER TO BRING THE PUEC BACK DOWN TO THE LEVEL OPG ACHIEVED IN 2006, ABOUT $43 PER MEGAWATT-HOUR, AS SHOWN ON PAGE 8 OF EXHIBIT 4.2


MS. CAMPBELL:  Now everybody can go to lunch.


MR. KAISER:  Thank you.


--- Luncheon recess taken at 12:23 p.m.

--- Upon resuming at 1:42 p.m.


MR. KAISER:  Please be seated.


Mr. Penny.


MR. PENNY:  Yes, thank you Mr. Chairman.  Just in terms of the proceedings for the day, there were -- we now have the nuclear production and outage panel available.  I will ask them to come forward in a moment.


There have been some revisions to the estimates for this panel, which have gone down, I am happy to report.  So it now looks like we have about an hour and a half of cross-examination for this panel.


Mr. Warren was particularly interested, because he has no questions for this panel and wondered about panel 6.  But our proposal, which Mr. Warren was content with, was that when we're done with panel 5, we will move on to panel 6, lead their evidence-in-chief, introduce them, and at least get started.


It is clear we won't finish them anyway, but I have undertaken to Mr. Warren that, in any event, they will be back on Monday morning for his cross-examination.


MR. KAISER:  Yes.  The Panel discussed this.  We will hear them in direct and start cross-examination on Monday.


MR. PENNY:  Oh, all right.  That would also be fine.  Thank you.


So this is the nuclear production and outage panel.  I would ask them to come forward and be sworn.

ONTARIO POWER GENERATION - PANEL 6 - NUCLEAR PRODUCTION FORECAST AND OUTAGE


Dana Letts, sworn


Vincent Gonsalves, sworn


Michael Allen, sworn


Michael McFarlane, sworn


Robert Latimer, sworn

Examination-in-chief by Mr. Penny:


MR. PENNY:  So, Mr. Chairman, we have with us today, starting on the left, Mr. Latimer, Mr. McFarlane, then Mr. Allen, then Mr. Gonsalves, and then Mr. Letts.


We have brought -- it has five people on it, because the way that production and outages are planned is on a station-by-station basis.  So we wanted to make sure, on this panel, that we had representatives of each station, so we have representatives of Pickering A, Pickering B and Darlington present today to deal with those issues.


Let me go through alphabetically this time.


Mr. Allen, you are the director of work management for OPG?


MR. ALLEN:  That's correct.


MR. PENNY:  Your responsibilities involve being the director of work management at Pickering B?


MR. ALLEN:  Yes, sir.


MR. PENNY:  In that connection, you are responsible for all outage and on line work management for the four ^520-megawatt units?


MR. ALLEN:  That's correct.


MR. PENNY:  And you are also responsible for directing the work planning and control systems for the station?


MR. ALLEN:  That's correct.


MR. PENNY:  That, as well, includes directing strategic and tactical planning?


MR. ALLEN:  Correct.


MR. PENNY:  You, sir, have a bachelor of physics from Northwestern University?


MR. ALLEN:  That's correct.


MR. PENNY:  In Illinois.  And I may never get to ask this question of a witness again, so I can't resist.  You from 1979 to 1984 were with the US Navy nuclear power program as an officer, and qualified submarine officer and nuclear engineer?


MR. ALLEN:  That's correct.


MR. PENNY:  And you have also worked with a number of US nuclear generating utilities, most recently from 1999 to 2003 with American Electric Power, specifically the Cook Nuclear Plant?


MR. ALLEN:  That's correct.


MR. PENNY:  And Mr. Gonsalves -– sorry, and Mr. Allen, you participated in the preparation of the evidence that has been filed in this case dealing with production and outage management?


MR. ALLEN:  Yes, sir.


MR. PENNY:  Do you adopt that evidence?


MR. ALLEN:  Yes, I do.


MR. PENNY:  You were also involved in the preparation of answers to interrogatories on that evidence?


MR. ALLEN:  Yes.


MR. PENNY:  Do you adopt that evidence?


MR. ALLEN:  Yes, sir.


MR. PENNY:  Thank you.


Mr. Gonsalves, you are the director of business planning for nuclear finance, with OPG?


MR. GONSALVES:  Correct.


MR. PENNY:  In that connection, you are responsible for the coordination of the nuclear business planning process?


MR. GONSALVES:  That's correct.


MR. PENNY:  And you are also involved in developing the integrated generation plan for OPG?


MR. GONSALVES:  That's correct.


MR. PENNY:  You have got a degree in physics, specializing in physics and math, a bachelor of science?


MR. GONSALVES:  That's correct?


MR. PENNY:  And you are a certified management account in the province of Ontario?


MR. GONSALVES:  That's correct.


MR. PENNY:  You, as I understand it, have been with OPG since 1981?


MR. GONSALVES:  That's correct.


MR. PENNY:  And in your current position, you have been the director of business planning since 2006?


MR. GONSALVES:  That's correct.


MR. PENNY:  You also participate in the preparation of the evidence that deals with production and outage management?


MR. GONSALVES:  I did.


MR. PENNY:  And you adopt that evidence?


MR. GONSALVES:  Yes, I do.


MR. PENNY:  Also with respect to the IRs on that topic, do you adopt the IRs?


MR. GONSALVES:  Yes, I do.


MR. PENNY:  Mr. Letts, you are working on your bachelor of commerce, I understand?


MR. LETTS:  That's correct.


MR. PENNY:  Your position with OPG is the outage program manager?


MR. LETTS:  That is correct.


MR. PENNY:  For nuclear programs and training?


MR. LETTS:  That's correct.


MR. PENNY:  In that connection, you are responsible for management of nuclear level outage program requirements, the standards and procedures and the monitoring and evaluation of that program?


MR. LETTS:  That is correct.


MR. PENNY:  Is that with respect to all three stations?


MR. LETTS:  Yes, it is.


MR. PENNY:  All right.  You have been with OPG since 1990?


MR. LETTS:  That's correct.


MR. PENNY:  You started as, I understand, in the nuclear operator program?


MR. LETTS:  Yes.


MR. PENNY:  And you were also involved in the preparation of the outage and production evidence in this case?


MR. LETTS:  Yes, I was.


MR. PENNY:  And in the responses, the interrogatory responses?


MR. LETTS:  Yes.


MR. PENNY:  And do you adopt that evidence?


MR. LETTS:  Yes.


MR. PENNY:  Mr. McFarlane, you're the outage manager at Darlington?


MR. McFARLANE:  That is correct, sir.


MR. PENNY:  As I understand it, you have been with OPG since 1979?


MR. McFARLANE:  Yes, sir.


MR. PENNY:  And you have held a number of front line operational positions in the nuclear business, but more recently, you have been section manager of maintenance and fuel handling at Darlington?


MR. McFARLANE:  Correct.


MR. PENNY:  Then the radiation protection manager at Darlington?


MR. McFARLANE:  Yes, sir.


MR. PENNY:  Then, in your present position as outage manager since 2006?


MR. McFARLANE:  Correct.


MR. PENNY:  And in connection with your responsibilities, you are responsible, as your title I guess indicates, for the planning and execution of all planned outages at Darlington?


MR. McFARLANE:  Including forced outages, that's correct.


MR. PENNY:  Including forced outages.  All right. Thank you.


Do you adopt the prefiled and interrogatory evidence that was prepared in connection with production and outage management?


MR. McFARLANE:  Yes, I do.


MR. PENNY:  Then finally, Mr. Latimer, you are the department manager of strategic planning at Pickering A?


MR. LATIMER:  That's correct.


MR. PENNY:  Your responsibilities include the development of the generation plan for Pickering A, including planned outages and the management of unplanned outages?  I guess you don't plan for unplanned outages, but dealing with them if they happen.


MR. LATIMER:  On a strategic basis, yes, that's correct.


MR. PENNY:  Specifically, you have participated in the development of the Pickering A business plan insofar as production and outage management are concerned?


MR. LATIMER:  Yes, that is correct.


MR. PENNY:  You, sir, have a bachelor of mechanical engineering from the Technical University of Nova Scotia?


MR. LATIMER:  That's correct.


MR. PENNY:  And you have been with OPG since 1982, I understand?


MR. LATIMER:  That is correct.


MR. PENNY:  You have held a variety of positions, but most recently from 2000 to 2006, the section manager of performance engineering at Pickering A?


MR. LATIMER:  That is correct.


MR. PENNY:  Then in your present position since 2006?


MR. LATIMER:  Correct.


MR. PENNY:  You're a member of the Professional Engineers of Ontario?


MR. LATIMER:  I am.


MR. PENNY:  You also participated in the preparation of the production and outage management evidence in this case?


MR. LATIMER:  I did.


MR. PENNY:  And do you adopt that evidence?


MR. LATIMER:  I do.


MR. PENNY:  All right.  Thank you.


All right.  Thank you, Mr. Chairman.  Having introduced the witnesses, I have no other matters to deal with in examination-in-chief, so they're available to answer questions on their evidence.


MR. KAISER:  Thank you.  Mr. Rodger.


MR. RODGER:  I believe, Mr. Chairman, Mr. Thompson would like to go first.


MR. KAISER:  All right.

Cross-examination by Mr. Thompson:

MR. THOMPSON:  I promised I would be no more than ten minutes with this panel, Mr. Chairman, and that's without being offered a turkey.


Panel, my questions about the production forecast on the outage O&M are at a high level.  Just to get the numbers in the record -- I don't think you need to turn this up -- but am I correct, the production forecast for 2008 is 51.4 terawatt-hours and for 2009, is 49.9 terawatt-hours?


MR. ALLEN:  Let me refer to my table here, please.  So 2008 -- we're at Echo 2, tab 1, schedule 1, table 1 --  And the forecast numbers are 2008, 51.4 terawatt hours; 2009, 49.9 terawatt hours, total.


MR. THOMPSON:  Thanks.  Just to put the O&M costs related to the outage forecast, I have derived these from F-2, tab 4, schedule 1, table 1.  Are they 192.2 million for 2008 and 207.9 million for 2009?


MR. ALLEN:  Say again the numbers, sir.


MR. THOMPSON:  Yes.  I had 192.2 million for 2008 and 207.9 for 2009.


MR. ALLEN:  Yes, sir, that is correct.  That's on flow chart 2, tab 4, schedule 1, table 3 and 4.


MR. THOMPSON:  My questions are primarily just to understand the process in terms of both production forecasting and the OM&A forecasting.


Taking production forecasting first, am I correct that you take 100 percent of the output capability of the nuclear units, and then you deduct from that certain outage estimates?  Is that the process?


MR. ALLEN:  What we do in production forecasting is we would take the capacity of the unit in terawatt hours at 100 percent, and then we would, basically, as described in the evidence - and we can go into that - determine what the outage durations are, how many outages there are and what those durations are, and the equivalent terawatt hours for those projected days of duration would be backed out of that terawatt hour forecast.


MR. THOMPSON:  Okay.  And am I correct --


MR. ALLEN:  I'm sorry, sir.  In addition, we also project what are our forced loss rate is going to be, and, of course -- which we also describe in the evidence, and the forced loss rate projection would be the other factor that is deducted, whatever our projected forced outage rate -- forced loss is.


MR. THOMPSON:  Okay.  Am I correct we're dealing with ten units here, Fort Darlington, four Pickering B and two at Pickering A?


MR. ALLEN:  That's correct.


MR. THOMPSON:  There are two at Pickering A that are down permanently, for the time being, anyway?


MR. ALLEN:  There are two units, units 2 and 3, at Pickering A, that are being placed in safe storage.


MR. THOMPSON:  And in terms of the deductions and the -- what I have characterized as planned outages, you have described the elements of those.  Just to make sure I have them straight, there is what I would call planned down time, and then you have what you call estimated forced product losses.  There is a third item called the fleet level uncertainty; correct?


MR. ALLEN:  Yes, sir.


MR. THOMPSON:  Are those all of the elements of what I call -- of the planned deductions or am I missing something?


MR. ALLEN:  All of those elements that you described are what we use to derive our generation plan and our generation forecasts.


MR. THOMPSON:  Okay.  And then in terms of what actually happens in a year, I understand you can run into some unplanned or unexpected outages; is that right?


MR. ALLEN:  That's correct.  And what we use is the forced loss rate would accommodate for that as a projection.  There are also other cases where we have a known issue that we know we need to address that has emerged over time, and we could also have what's called an unbudgeted planned outage, where basically we give notification 28 days, prior to, to IESO, and we would get that in queue as an unbudgeted planned outage.


There is one more category that we could have, and that is planned derate, where we're on line and we know that we're going to work on an equipment issue that doesn't require the unit to be taken off line, but the repair of equipment would require us to ^derate.


MR. THOMPSON:  Those unbudgeted planned outages and planned derates, are they taken into account in developing the production forecasts, or are they something that can affect the actual performance compared to forecast?


MR. ALLEN:  Basically, the planned derates would be taken into account in the forecast.


The unbudgeted planned outages, typically, as the name describes, they are not budgeted for.  Whenever we developed our generation forecasts, those weren't on the horizon or we would have already credited those as planned outages.  So that would be something that comes up, and, you know, we've got a couple of cases in our evidence, such as we had an unbudgeted planned outage at Darlington, and we talk about that in our evidence.


MR. THOMPSON:  Then in terms of unplanned, my understanding is you can have a derate where a -- an unplanned derate where a unit is down, but not out, is the way I characterize it.


MR. ALLEN:  We call that a forced derate, and that would be a situation where the unit is not required to be taken off line. However, a condition has developed that requires a reduction in the power level.  An example of that would be algae.


We have experienced algae intrusion into our screen houses, and that may require us to secure equipment that would lower the output of the unit, but you don't have to take the unit off line.  That would be called a forced derate.


MR. THOMPSON:  Then in terms of unplanned, my understanding, you can have a category entitled:  Forced extensions of planned outages.


MR. ALLEN:  In a planned outage, we have a projected duration for that outage.  That was, like we said, built into the generation plan.


If that outage were to exceed its planned duration due to equipment issues or other items, we would call that forced extension to a planned outage, and that would basically count against our outage days for that year.


MR. THOMPSON:  Okay.  So that gives us the high-level picture of planned and unplanned outages.


Am I correct that the risks to this forecasting of production, then, of outages today are the same as what they were yesterday, and they will be the same tomorrow?  In other words, there is no change in the forecasting environment?


MR. ALLEN:  The forecasting techniques would remain the same.  The risks do change.


As we described in the evidence, you can have emerging issues, for example, in the industry, and then -- even CANDU or even North American or international, where we've got to factor that into our plants.


So the risks are more dynamic.  The techniques are generally the same year after year, the technique used to determine how do we come up with our production forecast.


MR. THOMPSON:  Well, what's the level of confidence you have in this forecast for 2009, 2008 and 2009 of 51.4 terawatt hours and 49.9 terawatt hours, respectively?


MR. ALLEN:  We believe that we have a pretty good forecast here.  You know, the last panel talked about projections for 2008, and we believe, using the factors that we put in here, that these forecasts are fairly reliable.


A lot of that, of course, is stemming, and described in the evidence, from a couple of items:  Improving the material condition of the plant, not just as the previous

-- as we talked in the previous panel, the online backlogs, but also work that we have done here in the past couple, three years in the outages.


We have done significant work to improve the equipment reliability of our units, and then in section 4 we describe extensively process improvements that we have implemented, which are known through the industry.


Using those two items, we feel like our production forecasts are becoming more reliable over time.


MR. THOMPSON:  Okay.  So would it be fair for me to conclude that these forecasts for 2008 and 2009 are as reliable as the ones that you made for 2007?


MR. GONSALVES:  The techniques, as Mr. Allen pointed out, are the same.


The -- one significant factor, in retrospect, was the two major events that took us off course in the 2007 plan.


Those would typically not have been factored into any forecasting methodology.


MR. THOMPSON:  All right.  Well, let's go back a year.  You have been operating since 2005 in a new structure.  Are the forecasts that have been made in that timeframe as reliable as the ones that you have made for 2008 and 2009, or are 2008 and 2009 better?


MR. GONSALVES:  The forecast for 2005 was virtually on plan.  The forecast for 2006 and 2007 was not, for a couple of those events that we have talked extensively in our evidence.


From our perspective, the forecast that was developed as part of the business plan for 2008 and 2009 factored in all of the known issues, and more specifically, the advances we have made in the improvements in the process around outage planning and more knowledge of the plant.


So as Mr. Allen pointed out, is the improvement in material condition and, in addition to that, the extensive investment we have made in plant with respect to inspections.  So that gives you more insight into our plant condition and more stability in planning going forward.


MR. THOMPSON:  Okay.  Well, they sound to me like you think they're more reliable.  Anyway, let me move on to my last topic, and that's with respect to the second subject, which is the OM&A costs related to outages.


These are very large numbers, pushing 200 million.  My question is this:  I wanted to find out the sensitivity of the outage OM&A costs to the outage forecast.


So if, for example, your planned outage forecast is, let's say, ten units, illustratively, and you have a certain level of OM&A costs tied to that; correct?


MR. ALLEN:  That's correct.


MR. THOMPSON:  Okay.  Let's assume that the actual outage is eight units.  Is there a corresponding one-to-one savings in OM&A costs?


MR. ALLEN:  Outage OM&A costs are driven by really three factors.  One is the number of outages you're having.  Secondly, the duration of those outages.  And the third part of it is what is the scope of that outage.


As we describe in the evidence, the scope from outage to outage does vary, and it can have a very large impact on the costs.


So you can't necessarily linearize it to say:  Eight units is X percent of the original.  It's very highly dependent on the scope.


MR. THOMPSON:  All right.  Well, generally speaking, your track record in here for forecasting these outages, in some years you're high and some years you are low.  But when you are high on your estimate and your actuals are lower, do you save OM&A costs?


Conversely, when you are low, do you incur more costs?


What is the sensitivity, sort of high level?  One-to-one, or is it something less than that?  Or can we generalize at all?


MR. ALLEN:  Like as we described in the evidence, it is honestly very difficult to generalize it like that.


Because, you know, just one single job in an outage -- such as, say, you do a single fuel channel replacement -- is a very large expenditure.  That scope of that outage is different than the scope of, say, another outage.


So it is very, very dependent on how much -- or what type of scope you've got loaded in that outage.


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


MR. KAISER:  Thank you.  Mr. Rodger.

Cross-examination by Mr. Rodger:


MR. RODGER:  Thank you, Mr. Chairman.


Good afternoon, panel.


Mr. Chairman, I put together another document brief for purposes of this cross-examination.  Perhaps Ms. Lea could give you copies.  The cover page is:  "AMPCO cross-examination document brief, OPG panel number 5:  Nuclear production forecast and outage OM&A," dated May 28th, 2008.  Perhaps we should just change that to May 30th, today's date.  It's eight pages, and all of these materials are from the record, Mr. Chairman.


MS. LEA:  Thank you.  I gather it is our practice in our hearing to give such document books exhibit numbers.  That would be Exhibit K5.1.


MR. RODGER:  Thank you, Ms. Lea.

EXHIBIT NO. K5.1:  Document brief entitled "AMPCO cross-examination document brief, OPG panel number 5:  Nuclear production forecast and outage OM&A," dated May 30th, 2008


MR. RODGER:  Thank you, Ms. Lea.  Panel, where I would like to start is understanding the nuclear production forecasts.  In your prefiled evidence, you have a section about OPG's nuclear production forecast trend.


What I am trying to evaluate in the material in the application is to get a sense of your production forecast track record, how have you approached this topic in the past, and then to understand what elements of your current approach are drawn from the previous practice and what may be new.


That's the context.


I understand, from the evidence, that for this application before the Board, what you have done is a 2007 forecast for production in 2008 and 2009; is that correct?


MR. ALLEN:  That's correct.


MR. RODGER:  Okay.  I wonder if you could please turn to page 2 of my document brief, Exhibit K5.1.


What we have done is taken appendix A -- and this was from AMPCO's prefiled exhibit -- and the reference is Exhibit M, tab 2, appendix 1, which we filed on April 24th, 2008.


What we have done at the top of this chart, this table -- and all of the volumes, by the way, are in terawatt-hours -- and we have provided the actual nuclear output of the former Ontario Hydro, now OPG, from 1988 to 2007.


Then below on the table, we have provided your forecasts, again, since 1988, and these were from materials that we could access.


So you will see there is old Ontario Hydro business plans, the old demand-supply plan, the CES 93/94.  I believe those are the consistent energy set, which we pull from the old Ontario Hydro rate cases of the 1980s and '90s, and my understanding of those is that they were a rolling five-year production forecast.  Is that correct?  That's what the consistent energy set is?


MR. ALLEN:  Sir, to be honest with you, you know, a lot of the contents are the same but we haven't verified and I am not knowledgeable of how things were done.


I can definitely talk to what we have in the evidence for 2005, 2006 and 2007.


MR. RODGER:  Well, subject to check, I mean this is what we were able to access from the records that were available to the public.


What we have done here is we have circled some values around the 1995 year.  And you will see that in 1995, the actual nuclear output was 87.9 terawatt hours.  If we go down to the forecast values, the OHN business plan prepared in November of '93 shows a forecast of 86.9 terawatt-hours.  Do you see that?


MR. ALLEN:  Yes, sir.


MR. RODGER:  What this says is that in this particular year, 1995, OPG under-forecast production.  Or in the old ownership structure, it was the Ontario Hydro had under-forecast production; is that correct?


MR. ALLEN:  We're showing an actual output at 87.9 and the forecast is 86.9.


MR. RODGER:  Yes.  For this particular year, another way to say this is the utility was overly pessimistic as to its production forecast.


MR. ALLEN:  Yes.  Again, you know, we haven't validated any of these numbers or --


MR. RODGER:  Sure.  Would you agree, then, that this year, 1995, that was the only time in 20 years of production forecasting that we're showing on this table, where OPG or its predecessor entity underestimated production, forecasting out over two years?


MR. ALLEN:  Well, it looks like '94.


MR. RODGER:  We're two years out.


MR. ALLEN:  1994 has the same situation.  You know, honestly, I haven't gone through and reviewed it for what you're asking.  I mean --


MR. RODGER:  If you just go to the next page, all right?  Now, this is from OPG's evidence.  This is taken from Exhibit ^L2-29, attachment 1.


What this table shows is OPG's forecasting production numbers over several business plan years from 2001 to 2007.  Is that right?


MR. ALLEN:  Yes, sir.


MR. RODGER:  Then, what I have done below is I have handwritten the actual nuclear production for 2005, 2006 and 2007, and I have also given the latest updated actuals that you provided in Exhibit E2-T1-S1, table 1 below.  And those are correct.


And what this table shows is that since 2001, OPG has over-forecast production every single year.  Do you agree with that?


MR. GONSALVES:  I don't see the actuals in here.


MR. RODGER:  Well, the actuals are what I have handwritten below the table.


MR. GONSALVES:  Oh, for 2005 to 2007?


MR. RODGER:  Yes.


MR. GONSALVES:  Not back to 2001?


MR. RODGER:  No.  Over these periods of 2005, 2006 and 2007.


MR. GONSALVES:  In 2005, we virtually met the forecast.


MR. RODGER:  Yes.  Beyond that?


MR. GONSALVES:  2006 and 2007 we were low.


MR. RODGER:  Sometimes the over-forecasts are large amounts, even when you are forecasting out a short time into the future.  For example, if you look under the 2007 business plan, you forecast 2007 production at 49.8 terawatt hours, and the actual was 44.2 terawatt hours; is that correct?


MR. GONSALVES:  That is correct.


MR. RODGER:  That's a shortfall of 5.6 terawatt hours, or 11 percent?


MR. GONSALVES:  That's correct.


MR. RODGER:  Yes.  What I would suggest to you, sir, is that on the tables and information on pages 2 and 3 of our brief, they tell the same story; and that is, of the 20 years of data that we provided, there is a consistent bias in OPG's production forecast to over-forecasting.  Would you agree with that?


MR. GONSALVES:  The record going back beyond 2005 appears to say that, but going forward from -- we are here to speak from 2005 to 2007 and how the 2008 and 2009 is premised on the improvements that we factored into our processes and into our material condition.


MR. RODGER:  Sir, can you point me to any place in your evidence or the interrogatory answers where you talk about forecasting bias with respect to nuclear production, because I don't see it anywhere, but maybe I missed it and I wanted to check.


[Witness panel confers]


MR. GONSALVES:  The -- if I may point you to the section on the fleet level uncertainty adjustment, that was established in the post 2004 period for 2005, 2006, 2007 and onwards.


At the time, it recognized that there were some issues around -- uncertainties around our production and, hence, the incorporation of this management judgment at the end, once the sites had put together their respective plans.


The fleet adjustment then recognized that there was a need for an additional adjustment to the planned outages to incorporate any unexpected extensions to planned outages, or other forced extensions to the planned outages or unbudgeted losses.


MR. RODGER:  So is your evidence, sir, that this fleet adjustment, that went specifically to the question of bias in nuclear production forecasting?


MR. GONSALVES:  It was meant to address that, to give it a more reasonable view.


MR. RODGER:  Was it to address specifically the issue of bias in forecasting?


MR. GONSALVES:  No.  It was developed -- it may have ended at that result, but the purpose there was to understand the issues around material conditions and our processes, and, hence, to adjust for that uncertainty that was there that was recognized by management at that time.


MR. RODGER:  Sir, are you aware of the evidence from the hydroelectric group that it has examined the issue of bias for hydroelectric production forecasts?  Are you aware of that?


MR. GONSALVES:  I do recognize that that was discussed.


MR. RODGER:  Now, as I understand the business planning process, I take it that you develop -- that OPG develops its business plans in the fall for -- in the fall of the year for the next year.


So, in other words, in the fall of 2004, you were finalizing the 2005 business plan; is that correct?


MR. GONSALVES:  That's correct.


MR. RODGER:  Was there anything special about developing the 2005 business plan, or was it basically business as usual, the typical OPG business planning process?


MR. GONSALVES:  In that particular business plan, there was -- as we say, there was a significant recognition of the issues around -- and that was as -- the previous panel alluded to something called ^85/5, which was the move to address material condition issues.


The previous panel also referred to backlog reduction across the fleet, in particular, Darlington.


These were all sort of generic issues that had to be addressed.  In addition to that, there was issues around feeder work.  There was a major destiny issue that had to be addressed and the SLAR work at Pickering B.


All of these things -- there was an extensive amount of intense material condition work that was going on at the time, and there was a recognition that, in this period of relative instability, if you want to use that, quote/unquote, word, there was a need to recognize some level of uncertainty around beating our forecast.


Over time, the uncertainty adjustment is now reduced, over time, and in 2008 it stands at 240 gigawatt hours, representing around 16 days of potential planned outage extensions at the nuclear fleet level.


MR. RODGER:  You have given us a few factors that were involved in the fall of 2004 when you were doing your business planning.  Was one of the other factors that you considered in the fall of 2004 is that you were aware that Ontario regulation 53/05 was coming fairly soon?


MR. GONSALVES:  We were aware, yes.


MR. RODGER:  Was that -- the fact of that regulation coming, was that incorporated into the 2005 business planning process?


MR. GONSALVES:  That certainly didn't drive this.  I guess what really drove it was the operating conditions and the sense of confidence that management had in the outlook.


MR. RODGER:  Well, I want to explore to see whether there is a direct link between your 2005 business plan and Ontario regulation 53/05.


If you could go back to page 2 of the AMPCO brief, you will see that on the lower part of the left-hand column we have O. Reg. 53/05, fall of 2004.  If you continue that, go to the right-hand column, you will see under 2005 there is a forecast of 45.2 terawatt hours, in 2006 50.6 terawatt hours, and in 2007 53 terawatt hours.  Do you see those numbers, sir?


MR. GONSALVES:  Yes, I do.


MR. RODGER:  Then if you go over to page 3 of the AMPCO group and you look at the 2005 values, we see almost identical terawatt hour forecasts for 2005, 2006 and 2007:  2005, 45.2 terawatt hours; 2006, 50.5 terawatt hours; and 2007, 52.8 terawatt hours.


And my question is:  Is it correct for us to conclude that the province of Ontario simply took your business plan forecasts and adopted them for 2005, 2006, and 2007 for the province's own purposes for O. Reg. 53/05?


MR. GONSALVES:  I wasn't involved in the development of the interim rates, so I can't speak to that.  I was involved in the business plan for nuclear.


MR. RODGER:  It seemed to us there they're just about identical.  It seemed that would be the logical basis for them.  Would you disagree with that?


MR. GONSALVES:  The development of the interim rates?


MR. RODGER:  Yes.  I mean, does the Minister of Energy have some kind of independent forecasting capability that would almost identically match what you have forecast yourself?


MR. GONSALVES:  It would appear that they might have used our rates -- our output.


MR. RODGER:  Okay.


MR. RUPERT:  Mr. Rodger, can you help me with the numbers on page 2 of your document that are in the row O. Reg. 53/05.  What document do those actually come from?


MR. RODGER:  I believe those come out of the actual -- we just looked at the regulation.


MR. RUPERT:  The regulation doesn't have any production numbers, does it?  I'm not aware it does.


MR. RODGER:  I believe what we did was work --


MR. PENNY:  Not that I want to help Mr. Rodger out here, but the document that was used as the forecast information which underpins the interim rates is referred to or incorporated by reference into the regulation.


MR. RUPERT:  That document, the one that is on our website now.  All right.  All right.


MR. PENNY:  That's the document that is posted on the website.  That has been reproduced in the filing at A6, schedule 2.


MR. RUPERT:  Sorry, Mr. Rodger.  Thanks.


MR. RODGER:  Thank you, Mr. Penny.


MR. PENNY:  And those are the numbers.


MR. RODGER:  Thank you, Mr. Penny.


So we have 2005's business plan.  Now, the next year comes around.  You're in the fall of 2005.  You are finalizing the 2006 business plan.


By the fall of 2005, of Ontario regulation 53/05 and the memorandum of agreement with the province, those are already in place, aren't they?  I believe the memorandum of agreement was signed in August of 2005.


[Witness panel confers]


MR. LETTS:  Memorandum of agreement was signed in August of 2005.


MR. RODGER:  These were already in place, so when the fall comes, you're already aware of these documents.  They're already in existence; is that correct?


MR. LETTS:  The corporation was aware of the O. Reg. being implemented at that time, yes.


MR. RODGER:  You also knew by the fall of 2005 that you would have to come before this Board, at some point, in either 2007 or 2008?


MR. LETTS:  The corporation would have been aware of that, yes.


MR. RODGER:  Yes.  Of course, this is the first time that you would have to go through a full oral hearing on these issues; is that correct?


MR. LETTS:  As it pertains to the O. Reg., yes.


MR. RODGER:  Yes.  I want to understand if this new context, this new world of regulation, has impacted on your nuclear production forecast.


If we stay on page 3 of the AMPCO brief, what we see is a lowering of forecasts for 2008 and 2009.  So as an example, if you look at the 2005 business plan, you will see that 2008 production forecast drops from 58.5 terawatt-hours to 51.2 ^terawatt-hours.  Do you agree?


MR. GONSALVES:  Yes.  I do recognize the difference, because at that time, the very significant decision was made not to bring units 2 and 3 back into service.


At the time of the development of the interim rates, all 12 units were in play.  As you moved forward through the business planning period, two units were dropped, and that would represent the most significant change in the outlook for those particular years.


MR. RODGER:  Yes, but my point is that between the 2005 business plan and the 2006 business plan, the forecasts go down for years 2007, 2008 and 2009?


MR. GONSALVES:  Correct.


MR. RODGER:  In preparing for this new world of regulation, was one of the factors -- not necessarily the sole factor -- but was one of the factors while your forecasts were reduced, was OPG's recognition that under the world of regulation, there could very well be unfavourable commercial consequences for OPG, if your production forecasts were not actually achieved?


MR. GONSALVES:  The --


[Witness panel confers]


MR. GONSALVES:  As I said earlier on, the development of the forecasts, while there is an awareness that we would be subject to a rate hearing, the rate process, the development of the outlook and generation was built solely on the basis of the degree of confidence and the improvement initiatives, and in process and in plant.


So what you see here is the development of site-level views built up from forced loss rate, the planned outage factors and the steady reduction in the uncertainty adjustment as it sits today.  It's around 0.24.


MR. RODGER:  But as a principle, would you agree with me that one way to reduce your risk under regulation is to reduce your production forecasts?  It becomes a bit of a hedge against what I would call regulatory risk.  Would you agree with that?


MR. GONSALVES:  I see our production forecast actually increasing over time.


MR. RODGER:  But in the values that I have talked about between business plan 2005 and 2006, the forecasts all decline, don't they?


MR. PENNY:  With respect, Mr. Rodger, he has already explained that's because they took out two units.  You're ignoring a very significant development.  You're assuming that you are comparing apples to apples, and you're not.


MR. RODGER:  Well, let me ask you this.  Would you agree with me that another way to hedge your regulatory risk is to request a fixed payment for nuclear?


[Witness panel confers]


MR. PENNY:  The other amounts panel is going to address that, with the appropriate witnesses --


MR. RODGER:  It was a generic question, though.  I'm not asking for details of the payment amount, just as a principle that a way to hedge your regulatory risk is to ask for a fixed payment for nuclear as opposed to having some risk associated with the production.


MR. ALLEN:  Well, in the evidence, as I understand it, I mean we have gone with asking for the fixed payment, because we have 90 percent fixed costs and we're trying to match the payment amounts with our cost structure.  That was the primary driver.


As far as the forecasting goes, I mean clearly we can see from 2007 to 2008 to 2009, our terawatt-hour projections -- and 2009, you know, it is down a little at 49.9 because of the Darlington VBO -- but in general, we're raising our terawatt -- our forecast projections because we're counting on the improvements that we have described to you kicking in.


MR. RODGER:  And a fixed payment for nuclear will help hedge certain risks, won't it?


MR. LETTS:  As a matter of corporate policy, this panel is not in a position to address that.  As a matter of nuclear production forecasting and outage planning, we do not take that into consideration when we're building up our plans.


MR. RODGER:  All right.  I will leave that for another panel.


Now, if you could now please turn to page 4 of the AMPCO exhibit, and pages 4, 5 and 6 are taken from Exhibit E2, tab 1, schedule 2, appendix C:  "Forced outage report and summary of corrective actions taken."


This evidence describes five events that significantly impacted overall forced losses, and these are known as the Pickering A liquid zone control.  Second, the primary heat transport pumps.  Thirdly, the 2006/2007 resin inclusion event.  Fourth, the Pickering A electrical system supply system.  And fifth, the shut down cooling (SDC) pump seals.


All of these events occurred since 2005; is that right?


MR. ALLEN:  That's correct.


MR. RODGER:  And I take it that the production loss associated with these five events, that was described in the evidence, although I didn't add them all up.  But am I right when I say that these events caused significant production losses?


MR. ALLEN:  Yes.  That's correct.  In particular, the interstation transfer bus and the resin intrusion of that, those were large contributors.


MR. RODGER:  What I couldn't find in the evidence, sir, is what's the global cost of all of these major events?  Can you give us an order of magnitude?


I don't need a significant event by significant event total, but as a global figure, what kind of costs are we talking about?


MR. ALLEN:  To be honest with you, I have not calculated a global cost.


MR. RODGER:  Would it be hundreds of millions of dollars?


MR. ALLEN:  I really would be afraid to say at this point.  I mean, obviously, it did affect our production forecasting.  That's why we're elaborating on it, we're talking about the corrective actions that we put in place to address these issues.


MR. RODGER:  But they have to be considerable sums.  I mean, I take it that you don't know the exact amount, but we're talking about pretty significant costs, I would think.


MR. ALLEN:  In the terawatt hour production, it had an impact, and obviously there is other fiscal impacts, but I don't have that exact number quantified.  But there are impacts.


MR. RODGER:  Is that something we could get just a ballpark figure?  It could be hundreds of millions of dollars or 80 million.  It is just trying to quantify what really this means in terms of costs to the organization.  That's what we're trying to get a handle on.


MR. PENNY:  Well, when you say "cost", I suppose there's cost, as in additional OM&A costs to deal with the problem.


Are you also including in that opportunity cost; in other words, foregone production?


MR. RODGER:  I think what is relevant for my purposes, Mr. Penny, is - let me put it this way, maybe this will help - that the costs that were associated with these events, do I take it that these costs accrue to the shareholder?


By that, I mean at the end of the year, OPG simply had less profit than if these events otherwise did not occur; is that fair?


MR. LETTS:  Are you asking if there was a net income reduction?


MR. RODGER:  Yes, or a reduction in profits at the end of the day.


MR. ALLEN:  Well, clearly, I mean, it did have a generation impact, which definitely affects our income.


MR. RODGER:  So, therefore, then, that's why I described it as these costs accruing to the shareholder.  There is less profit in the company, because of these events?


MR. GONSALVES:  So the question you're asking is:  What is the net income impact to OPG as a result of these?


MR. RODGER:  Yes.  I'm not looking for a dollar figure, but just the principle that at the end of the day it was, if you like, the shareholder that picks up the tab here through a reduction in profits, and if that is accurate?


MR. GONSALVES:  We're not in a position to answer that.  In nuclear, we deal with the revenue impact and the cost of this particular -- of these particular events.  The O&M costs are -- in some cases, could be capital project costs.


MR. RODGER:  Well, in principle, could you address this question, that these are shareholder costs as opposed to ratepayer costs?


MR. PENNY:  Well, as a matter of principle, I think the company is prepared to say that -- and concede in relation to your question, that those were costs that were borne by the shareholder, because they were unforecast outages, and that is, of course, what will continue to be the case under the proposal that we have before the Board.


MR. RODGER:  Thank you for that, Mr. Penny.  Maybe this panel, maybe it is another panel, who can tell me, Mr. Penny, but my next question is going to be:  What is the characteristics of these significant events that make it accrue to the shareholder?  What is it about what has happened here on these significant events that the shareholder picks up the tab?


MR. PENNY:  Well, if you want to ask the witnesses about the events, I think that is the right thing to do.


Again, if you are asking a matter of the company's position or a question of regulatory policy, I think the answer to that is that it is -- as I said in my first remark, that there was a forecast.  These amounts weren't in the forecast.  Therefore, the company takes responsibility for that.


And if it has an impact on the bottom line, then that impact flows through to net revenue.


MR. RODGER:  Perhaps I could ask the question this way to the panel.


I take it that there isn't a nickel of cost that arose out of any of these significant events that have found their way or will find their way into the deficiency that you are requesting from this hearing?


MR. LETTS:  Can you repeat the question, please?


MR. RODGER:  That there is not -- of all of these significant events, that there isn't a nickel of costs that has arisen from these significant events that is part of the deficiency for which you are asking approval from this Board?


MR. LETTS:  This panel is not in a position to make that determination.


MR. RODGER:  Mr. Penny, what panel could deal with this issue?


MR. PENNY:  Well, perhaps the payment amounts panel, but, again, as a matter of policy, I think our answer to the -- the company's answer to the question is, no, there isn't.  These are historic events that took place in a period prior to the Board's jurisdiction to set these rates.


MR. RODGER:  I guess my unresolved question is:  What is it about these particular events, the characteristics of these events, that the company said clearly said ratepayers shouldn't pay for these.  This will be essentially absorbed by the company, absorbed by the shareholder.


MR. PENNY:  I think we're sort of arguing policy here, but it is because they're not forecast.  It's got nothing to do with the events themselves.  There was a forecast.  The government fixed rates for three years based on its interpretation of that forecast.  It changed it, to some extent, but the rates were fixed for a period of time.


Now we are talking out-of-period adjustments.  We don't have the ability to seek historic cost recovery for these items, so I think I can't do any better than that.


MR. RODGER:  Perhaps I could wrap this up.  It sounds like the answer is that the company has decided that ratepayers shouldn't pick up any of these costs, because ratepayers have done anything to cause the cost to be incurred associated with these significant events.  Is that maybe a fair way to say it?


MR. PENNY:  No, I would not agree with that.  That is not what I said.


MR. RODGER:  Well, perhaps the payments panel -- if that is a better panel to deal with it, perhaps I could save these questions for later.


MR. PENNY:  Thank you.


MR. RODGER:  If you could please turn to page 7, panel, this is an excerpt from Exhibit E-2, tab 1, schedule 2, page 2 of 10, chart 1, nuclear planned outage days by month, 2007 to 2009.


We're wondering if we could get an undertaking to provide actuals to the end of May 2008.


MR. ALLEN:  So I understand, you want this chart with actuals to the end of May 2008?


MR. RODGER:  Yes, please.


MR. PENNY:  Well, I don't know if we have to the end of May yet.


MR. RODGER:  We will wait a few days.  It's the 30th today.  We understand it may take a few days or a little while to get this.


MR. GONSALVES:  You are looking for planned outage performance versus --


MR. RODGER:  Yes, the actuals.  I mean, right now you have given us planned from January to May.  We're asking now for actuals for 2008 from January to the end of May.


MR. ALLEN:  Right now, obviously end of April is available.  End of May, you know, there's a time lag there to get those numbers, so...


MR. PENNY:  Rather than suffer the time lag, why don't we do it to the end of April?


MR. RODGER:  That's fine.


MS. LEA:  To the end of May, sir?


MR. PENNY:  End of April.


MS. LEA:  End of April.  Thank you.  That will be undertaking J5.7.


MR. PENNY:  That's to update chart 1 on page 2 of E-2, tab 1, schedule 2 to reflect actual experience to the end of April 2008.

UNDERTAKING NO. J5.7:  UPDATE CHART 1 ON PAGE 2 OF E-2, TAB 1, SCHEDULE 2 TO REFLECT ACTUAL VALUES FROM JANUARY TO APRIL 2008


MR. RODGER:  Finally, on the next page, 8, which is an excerpt from Exhibit E-2, tab 1, schedule 2, table 1, table 1 is production nuclear in terawatt hours.


Once again, could you provide us with the actual values from January 2008 to April 2008.


MR. ALLEN:  I understand you want the actual from January to end of April for this table.


MR. PENNY:  So that's for production on table 1 of E-2, tab 1, schedule 2?


MR. RODGER:  Yes.


MR. PENNY:  Thank you.


MS. LEA:  Should we mark that an additional undertaking, Mr. Penny, just for ease of reference?


MR. PENNY:  Yes, please.


MS. LEA:  J5.7, please.


MR. PENNY:  Eight, I think.


MS. LEA:  5.8.  What am I saying?  Yes, thank you.

UNDERTAKING NO. J5.8:  PROVIDE ACTUAL VALUES FROM JANUARY TO APRIL 2008 ON TABLE 1 OF E-2, TAB 1, SCHEDULE 2.


MR. RODGER:  Those are my questions.  Thank you, panel.  Thank you, Mr. Chairman.


MR. KAISER:  Mr. Buonaguro.


MR. BUONAGURO:  I have no questions.


MR. KAISER:  Thank you.  Mr. Faye.

Cross-examination by Mr. Faye:


MR. FAYE:  Thank you, Mr. Chair.


I believe Board counsel have a document brief package from Energy Probe for this cross-examination.  That has already been distributed to the applicant and this witness panel.


MR. KAISER:  Thank you.


MS. LEA:  Do you have any extra copies, Mr. Faye?


MR. FAYE:  We have a marked-up one.


MS. LEA:  You could provide it later.


MR. FAYE:  Before getting started on this package of documents here, I just wanted to ask a couple of follow-up questions to Mr. Rodger and Mr. Thompson's questions.


MR. KAISER:  What number is this?


MS. LEA:  Can I please add an exhibit number to that document book?  I'm sorry to interrupt, Mr. Faye.  That would be K5.2, Energy Probe cross-examination document brief.

EXHIBIT NO. K5.2:  ENERGY PROBE CROSS-EXAMINATION DOCUMENT BRIEF.


MR. FAYE:  I believe Mr. Allen mentioned algae as an example of a condition that could result in a unit


I wonder if you know, does the nuclear plant operation itself contribute to the condition in which algae could have this effect, or is this some sort of external algae bloom unrelated to plant operations that sort of gets into the water intakes or something?


MR. ALLEN:  It is unrelated to plant operations.


MR. FAYE:  Unrelated?


MR. ALLEN:  Unrelated.


MR. FAYE:  Okay.  So the amount of hot water that flows out of the plant doesn't have an impact on algae blooms?


MR. ALLEN:  No, sir, not to our knowledge.


MR. FAYE:  You may have already sort of answered this next question.  It has to do with the respective contribution to outage costs of the actual cost, OM&A cost to repair whatever caused the outage, and the, what Mr. Penny has characterized as the lost opportunity cost of the production.


Do you have a sense of the relative values of those two?  Are they 75/25, 50/50?  Does one outweigh the other generally?


MR. ALLEN:  One correction I would like to make first is the cost for that outage is typically a large percentage -- around 60 percent, we describe it in the evidence -- of the outage is inspection and maintenance.  It is maintaining the equipment, or working on the equipment in a preventive manner so that we don't have problems.


So we don't necessarily, we don't take a planned outage because the plant is broken.  We take a planned outage to do inspections and maintenance, and we may fix things that are broken.  I just don't want people to think we're taking it out because things are broken.


MR. FAYE:  Okay, point taken.


Can I conclude that of the total cost of that outage, part of it is to do the maintenance you plan to do, for instance, and that's 60 percent of the cost, and the other 40 percent, would that be --


MR. ALLEN:  The other 40 percent could be modifications or upgrades that we're going to do to, you know, either improve the safety and reliability of the plant, or it could be, as we have discussed before, to work on the backlogs that we have for -- the backlogs that can only be worked on when the plant is shut down.


MR. FAYE:  Do you track lost production cost in terms of opportunity cost?


MR. ALLEN:  Yes.


MR. FAYE:  And as a percentage of your overall outage costs, how do they compare?


MR. ALLEN:  Well, I mean, basically knowing the number of terawatt-hours that, you know, we were producing a day at either Pickering or Darlington, we can tell what the cost per day for an outage is, as far as generation goes.


I can tell you at Darlington, it is in the neighbourhood of a million dollars a day, for each day of the outage.  At Pickering, it is about half of that.


MR. FAYE:  How would that compare with overall OM&A costs with outages?


MR. ALLEN:  Well, typical outage OM&A cost, as you can see through the tables, is somewhere in the neighbourhood of 190 to $200 million for an outage, as shown in the tables.  Now, that is for all ten units, or whatever units are on an outage for that year.


MR. FAYE:  I'm not sure if I could get at this easily, but if it was $200 million on ten units, and all other things being equal, it was 20 million a unit, for OM&A, how do I use that $1 million a day of lost production costs to relate to that?


You're not out of service, one unit every day of the year, are you?


MR. ALLEN:  No.


MR. FAYE:  Okay.  So I can't say that your lost opportunity or your opportunity cost is $365 million?


MR. ALLEN:  What I can say is for any particular outage, I think maybe I understand where you're getting to.  For any particular outage, let's say the outage is 50 days long, we know what the lost generation is.  We can calculate that cost, and we know how much that outage costs as well.


We can run both of those numbers.


MR. FAYE:  Do you track that ratio?


MR. ALLEN:  We --


MR. GONSALVES:  We don't track it.


MR. ALLEN:  We don't track it specifically, not the ratio.  We look more at minimizing the time that the unit is off-line, keeping in mind that we have to do the work to have it operate safely and reliably to its next outage, and at the same time, minimize the costs for that.  That's our goal.


MR. FAYE:  Would unable to easily just calculate that for us for 2005, 2006 and 2007 and let us know what -- what I am looking to establish is, what's the predominant cost here?  Is it the lost production or is it the OM&A?


MR. ALLEN:  A lot of it is again -- you know, I'm coming back to this, but it's very, very important to understand.  A lot of it is dependent on the scope of the outage, because there are certain things that you can do in an outage that are very expensive, and there are other outages where you may not have as much major scope, major expensive scope, that could be a lot cheaper.


So I think what you're going to find is there will be a pretty wide variation.


Obviously, the other key factor is how long is the outage, because that is affecting the lost generation.  So it is going to be variable.  It depends on the outage, is what I would tell you.


MR. KAISER:  Would you have the data readily available for each of the outages, these two categories of costs?  Then Mr. Faye can calculate his own ratios.


MR. ALLEN:  The lost generation and the cost of that particular outage?  Yes, sir, we would have that.


MR. PENNY:  As a global number for each year, each of 2005, 2006 and 2007?  Yes, I'm sure we have that.


MR. KAISER:  Yes.  For each outage.  Each outage, of course, having different ratios of OM&A to lost income due to lost production.


MR. PENNY:  As I understand it, what Mr. Faye's after, is if we total up all of the OM&A costs for that year --


MR. KAISER:  He can add them up and calculate whatever ratio he wants.


MS. LEA:  Can I please have a five-, six-word statement of the undertaking?


MR. PENNY:  Yes, as I understand it what we're going to try to do is pull together for each of 2005, 2006 and 2007, the total OM&A cost and the total lost production for each outage in those three years.


MS. LEA:  Thank you.


MR. KAISER:  Is that satisfactory?


MS. LEA:  That would be J5.9.

UNDERTAKING NO. J5.9:  To provide total OM&A cost and total lost production for each outage for 2005, 2006 and 2007.


MR. FAYE:  My last follow-up question from the other intervenors concerns this resin release into the demineralized water system, noted on Page 5 of AMPCO's document brief.


MR. ALLEN:  Yes, sir.  We're there.


MR. FAYE:  There is mention there of a vendor-owned and -operated water treatment plant.


MR. ALLEN:  Yes, sir.


MR. FAYE:  This is a plant that's actually on the nuclear site?


MR. ALLEN:  It is not within the protected area of the site, but it is on OPG property.  It's not considered a part of the plant, though.


MR. FAYE:  Okay.  So it is not a municipal water supply system you're talking about here?  You're talking about some specialized equipment that is in there to do a particular job to treat the water that is going to be used in the plant?


MR. ALLEN:  It's a specialized water treatment facility, that's correct.


MR. FAYE:  Who owns that facility?


MR. ALLEN:  The vendor owned that facility.


MR. FAYE:  Is that like Culligan man?


MR. ALLEN:  I am trying to think of the name of the vendor, sir.


MR. FAYE:  It may not be important, the exact name of the vendor.  Do you have other parts of your plant that are owned and operated by others than OPG, other than this one?


[Witness panel confers]


MR. ALLEN:  Sir, nothing comes to mind.


MR. FAYE:  Okay.  In at least this case, then, when an event like that occurs that is directly the responsibility of that owner-operated plant, do you have recourse to recover your costs?


MR. ALLEN:  Yes, sir, we do, and we are taking that recourse at this time.


MR. FAYE:  So a future event like that, the ratepayers wouldn't be on the hook for?


MR. ALLEN:  What I can state is that we have filed an insurance claim and we are pursuing mitigational risks.  I can state that.


MR. FAYE:  Okay, thanks for that.


Moving, then, to the document brief that was distributed earlier, I would like to ask some questions about this forced loss rate so that I can understand it.


The first page of our documents, not counting the cover page, if you could turn to that, it is noted as EP-1 on the bottom.  In the middle of the page at line 18, there is a statement:

"The forced loss rate, FLR, reflects the forecast of the number of unplanned outage days per station to accommodate on any unforeseen events that result in unit shutdowns and forced derates."


Is that the appropriate definition that I should be using for forced lost rate?


MR. ALLEN:  Yes, sir.


MR. FAYE:  If you could then flip to the next page, which is noted EP-2, this was an interrogatory of Energy Probe, IR number 29, and it appears at Exhibit L, tab 6, schedule 29, page 1.


In this interrogatory, we asked about the difference between the forecast forced loss rate and the actual forced loss rate.  OPG's response, starting at line 41, is that:

"For 2007, the actual FLR was 11.7 percent versus a budget FLR of 5.4 percent.  The two major one-time extraordinary events that have had significant generation impacts at Pickering, but which are not expected to recur, accounted for 7.2 percent of the FLR.  Without these events, the FLR would have been 5.1 percent.  That is under-budget."


My question is that these were unforeseen events, is that right, and that's why they qualify for FLR?


MR. ALLEN:  Basically, FLR, you know, is any time that the unit comes off, and, you know, we had not planned for that to occur.


What we are doing is bounding, with our forced loss rate estimates, how much potential loss in electrical production we could have so that we can generate a credible generation forecast.


These two events clearly contributed to the forced loss rate.


MR. FAYE:  So they would be unforeseen events, according to the definition on page 1 here; is that correct?


MR. ALLEN:  Both of these events were major unforeseen events.


MR. FAYE:  Okay.  So I wonder if you could explain, then, when we asked about the difference between forecast and actual, why it would be reasonable to take a couple of major events, toss them out, recalculate the FLR and conclude that you would have been under-budget.  How is that an explanation of the variance?


MR. ALLEN:  Basically, what we are stating here in this interrogatory, our responses, is that we were fairly close on our FLR actuals to targets for 2005 and 2006.


We had two significant unforeseen events in 2007 that contributed substantially to loss production.


To answer your question, basically we are not satisfied with, of course, having those events, and we have put a lot of corrective actions in place to address them.


But we're just trying to illustrate that without the two significant events, we would have been close to target.


MR. FAYE:  You have mentioned that these qualify as unforeseen events.  I am wondering, if they're unforeseen, how can you be sure they won't recur?


MR. ALLEN:  Well, once again, we are -- there's a couple of things that we bring in there.  Number one, we're counting on our robust corrective action program, which -- you know, you've talked about the appendix there that clearly addresses some of the actions that we took.


And what I can tell you is that when we go to solve one of these problems, we don't just solve the problem on the surface.  We look at the underlying causes.  We look at the extent of the condition of it, and we also look at the extent of the cause of the problem and apply it to other areas, as well, because we do not want events like this to occur, because it affects our generation.


MR. FAYE:  It sounds like you might repair the cause on the unit that this occurred on, but then you take that information and you go and look and see if you've got the same looming cause on other units; is that fair to say?


MR. ALLEN:  That's absolutely correct, and not just what happened there, not just the condition itself, but what are the underlying causes.  That's where we are.


What I can definitely say to you, I mean, Mr. Robinson talked at length about it, but, a lot of the material condition improvements and the process improvements that we have put in place, we're not seeing these kinds of things occurring at Darlington.  And the targets and actuals are very close to each other, as far as forecasts go.


MR. FAYE:  So the next unforeseen event of significance is probably not going to be the same as these two unforeseen events.  It would be a different unforeseen event; is that fair to say?


MR. ALLEN:  Our goal, sir, is to minimize significant unforeseen events like this within the bounds of the forced loss rate forecast, which is in the neighbourhood of 6 percent for Pickering B and 2 percent for Darlington.  Within the bounds of that forced loss rate forecast is where we anticipate events, smaller level events, that would force a unit to either be derated or off-line.


That's -- we are trying to bound it within those ranges.  Significant events like this that have a large impact on generation is what we are obviously working to prevent.


As long as -- as well as the smaller events, too.


MR. LATIMER:  If I could just add to that.  In the case of one of these events that occurred at Pickering, which was the ISTB event, in addition to simply looking at the particular problem that occurred, as you suggested, we actually did 200 -- in excess of 200 what we call extended condition reviews, which actually meant we went out and did a horizontal cut across the systems in the plant and looked for similar characteristics, and then we also did those same kind of reviews, to a certain extent, also at Pickering B and Darlington.


So there is an example of not only where we were trying to beat that particular problem down, but also to avoid all like or -- problems, or problems that we could anticipate might have the same kind of characteristics in terms of origin.


MR. FAYE:  If I could ask you to turn to the next page, that would be EP4.  For the record, this relates to Energy Probe Interrogatory No. 31 that appears in Exhibit L, tab 6, schedule 31.


In this table that appears here, I am looking at the bottom line, noted OPGN, and I just want to ask you to confirm some figures here to get it on the record.


The 2005 forecast for FLR was 7.89 and the actual was 5.35; is that right?


MR. ALLEN:  That's correct.


MR. FAYE:  The 2006 forecast was 6.2.  The actual was 6.44; correct?


MR. ALLEN:  Yes, sir.


MR. FAYE:  The 2007 forecast was 5.36, and the actual was 11.67; correct?


MR. ALLEN:  Yes, sir.


MR. FAYE:  So in one year of the three in the table, you actually did better than planned, and in two of the years you did worse.  The best year was 2005, where you got about 5.4; is that right?


MR. ALLEN:  Yes, sir.  I would say 2006 was fairly close, but it was worse than forecast.


MR. FAYE:  Correct.  Now, if you flip to page 5, then, EP5, and this is a table that appears in the evidence at Exhibit 2, tab 1, schedule 2, table 2(b), the forecast in this table under the column "2008 plan" is 5.1; is that right?  This is for FLR.


MR. ALLEN:  Yes, sir.


MR. FAYE:  And for 2009, it is 4.2.  Do you agree with that?


MR. ALLEN:  Yes, sir.


MR. FAYE:  Those forecasts are for better performance on this FLR than was accomplished in any of the preceding three years; would you agree with that?


MR. ALLEN:  Yes, sir, I would.


MR. FAYE:  Can I ask you why you think that the forced loss rate will be better than you have managed to achieve in the three years that we have history for?


MR. ALLEN:  Yes, sir, I can talk to that.


We have -- and Mr. Robinson has talked a lot about this.  However, we have spent considerable effort at all three sites improving material conditions to the plant.  Like I said, it's shutdown work during outages, as well as the online efforts.


That material condition of the plant, both in the shutdown situation and the online situation, typically will directly reflect into what your forced loss rate is.  That same material condition will also affect how your outage performance is done.


So because we have spent considerable effort in that, we are estimating that the forced loss rates will decrease, and the one example that we can hold up and show that it is working is we have significantly improved material condition at Darlington and we are consistently running at very low forced loss rates, actually less than a percent, and very, very good performance.


So we know -- and we know from the industry that this technique works, as well.  Pickering is lagging behind in that, for some of the reasons Mr. Robinson talked about, but material condition efforts are underway there, as well.  And that's why we believe these numbers.


We also, as described in the evidence, we analyze what causes our forced losses over previous years, and we have corrective action programs in place to address many of those issues.  And we feel like we are making headway on that front as well.


MR. FAYE:  Do you keep track of this forced loss rate as the year progresses?


MR. ALLEN:  Yes, sir, absolutely.


MR. FAYE:  What is the actual to the end of whatever last month you have, say, the end of April?


MR. ALLEN:  Okay, we have those numbers, if you could just give us one second.


[Witness panel confers]


MR. GONSALVES:  The forced loss rate to the end of April is 5.6, with Darlington at 0.55 and as a matter of fact, compared to last year at this time, it is a good -- it is a full two points better than last year at this time.


MR. FAYE:  Does the reactor tube shield problem at Pickering 7, is that going to be included in the forced loss rate for 2008?


MR. ALLEN:  Yes, sir, it is already, actually.  We came down for that on April 6th, so some of that is already factored into the numbers we're giving you.


MR. FAYE:  Have you done an analysis to predict the overall impact on forced loss rate for that plant for the year, given your prospective back in service date?


MR. ALLEN:  We are conducting that analysis.  We have done the analysis for electrical production impact.  We filed an impact statement on that, and also for costs.


MR. FAYE:  Would that FLR calculation be available before the hearing wraps up?  Do you have a prospective end date for your outage, do you?


MR. ALLEN:  We have a perspective end date at this time.


MR. FAYE:  And you have your planned outages for the rest of the year?


MR. ALLEN:  Yes, sir.  Well, planned outage wouldn't fit into this calculation.  This is for forced loss.


MR. FAYE:  Would you able to do a sort of back of the envelope calculation, to give the Board a sense of how impactful that forced outage at Pickering 7 will be on the FLR?


MR. ALLEN:  On the FLR specifically?


MR. FAYE:  Yes.


MR. ALLEN:  We can do that.


MR. FAYE:  That would be for both the Pickering plant and overall, your total generation facilities, so that we could compare to this 5.1 number.


MR. PENNY:  I guess the way we would have to do that is, all else equal, assuming no ups or downs for the balance of the year, but just isolating that event, what the forecast impact would be.


MR. FAYE:  Yes, that would be fine.


MR. PENNY:  I think we can do that.  We can certainly try.  If there is a problem, we will let you know.


MS. LEA:  J5.10, and it was the forecast impact of what, precisely, Mr. Penny?


MR. FAYE:  The reactor tube shield problem at Pickering unit 7.

UNDERTAKING NO. J5.10:  To provide forecast impact of the reactor tube shield problem at Pickering unit 7.


MS. LEA:  Thank you.


MR. ALLEN:  Just so we're clear, you're saying a projection overall for end of year on forced loss rate?


MR. PENNY:  That's correct.


MR. ALLEN:  So we're all clear.


MR. GONSALVES:  For Pickering and for --


MR. FAYE:  Yes, Pickering in particular, but the impact on your overall prediction of 5.1 percent for 2008.  I would like to know what impact this kind of outage is going to have on it.


Could I turn you now to page EP-6?  This was an interrogatory number 32 from Energy Probe.  It appears at exhibit L, tab 6, schedule 32.


Here we asked about the expected capacity factors for the two Pickering A refurbished units.


The response from OPG was that the expected range was between 75 percent and 90 percent on the capacity factor; is that right?


MR. ALLEN:  Yes, sir.


MR. FAYE:  We also note that the assumed capacity factor when the return to service decision was made in 1999 was 85 percent.  Do you agree with that?


MR. ALLEN:  That's correct.


MR. FAYE:  Also in the response, is this statement that:

"OPG assumed that there was a 10 percent probability that the average capacity factor would be below 75 percent."


Would you agree that another way of expressing that probability is that OPG thought there was a 90 percent probability that the refurbished units would achieve at least 75 percent?


MR. LATIMER:  I would say that this means that we had a 90 percent -- we were saying there was a 90 percent probability it would be above 75 percent, correct.


MR. FAYE:  If you could look at the attachment to EP-31 on page 4.


MR. LATIMER:  Can you repeat that?  Which?


MR. FAYE:  Flip back to page 4 of our document, please.


Looking at the table near the top of the first section, it has the Pickering 1, 2, 3, 4 and then a summary of Pickering 1 and 4.  These would be the actual capacity factors versus forecast for the two refurbished units at Pickering since 2005; is that right?


MR. LATIMER:  That's correct.


MR. FAYE:  If I read this right, 2005, the average for the two units would have been 69.91 percent.  Do you agree with that?


MR. LATIMER:  That's correct.


MR. FAYE:  For 2006, 72.03 percent; correct?


MR. LATIMER:  Correct.


MR. FAYE:  For 2007, 41.34 percent?


MR. LATIMER:  Yes, that's correct.


MR. FAYE:  This falls far short of the 90 percent confidence you would make at least 75 percent.  The only year that you came anywhere close would have been in 2005.


I wonder, given that history, what are your forecast capacity factors for these two units for 2008 and 2009?


MR. LATIMER:  Sorry, can you just restate that last part of your question?


MR. FAYE:  Yes, the expected capacity factors for these two units at Pickering A for 2008 and 2009; do you have that?


MR. LATIMER:  Yes.  You're asking me what the expectation is?


MR. FAYE:  Yes.


MR. ALLEN:  Yes.  We are over in, back to the business plan, Lima 4, 2, attachment 3, which is the Tom Mitchell presentation.


MR. ALLEN:  Pardon me?  L4, 2?


MR. ALLEN:  Lima 4, 2, attachment 3, and it is slide 24.


MR. FAYE:  Could you read those off for us?  We will take your word for it.


MR. LATIMER:  "Gross capability factor from our

business plan, for 2008, is estimated to be 79 percent, and for 2009, to be 81.4 percent."


MR. FAYE:  I am wondering how much confidence the Board might put in those forecasts, when there seems to be a steady decline in performance on these units since they went back in service.


MR. PENNY:  Sorry, that is a mischaracterization of the evidence.  This is not a steady decline.  It goes from 70 to 72 to 41.  That is not a steady decline by any test.


MR. FAYE:  I will rephrase that.  Steady decline from your expected 90 percent expectation that it would be 75 percent or better.


What probability do you place on these units achieving the 79 percent in 2008 and the 81.4 percent in 2009?


MR. LATIMER:  Well, as Mr. Allen has stated, we have full confidence in our forecast.  He has reviewed the reasons and the programs that we have put in place that underpin both our forecasting methodology and our improvement plans.  So this is -- this represents a workup of our expectations about our outage programs, and also about the impact of our improvement programs.


And so we have full confidence in this forecast and it represents our best understanding of the future.


MR. FAYE:  When you put these units back in service -- I believe one went back in in 2004 and the other in 2005 --did you have an expectation at that time of how long it would take for the bugs, so to speak, to get worked out and the thing be up to expected capacity?  How long did you think that would take?


MR. LATIMER:  I am not sure that the organization articulated a particular period of time that we would need to go through to work out the bugs, as you say.


I can say that certainly going into the RTS, there was an expectation in the organization that we would -- would have higher capacity factors, and that's -- clearly that has proved not to be the case.


As Mr. Allen has stated, we're not satisfied with that.  Also, as Mr. Robinson has stated, is not untypical of units returning from a very long lay-up.


We have recognized what the equipment challenges are.  We put programs in place to address that.


There is a big focus at Pickering A over the next three years on improving equipment reliability, and we were investing in a equipment reliability improvement program and we're expecting it to yield results, and you see in the forecast our expectation.


MR. FAYE:  Looking back again at EP4, then - that is this chart with the capacity factors you were just looking at - if we look at Pickering 1, the forecast for 2005 is 84 percent; 2006, 81 percent; 2007, 72 percent.


Would they be your expectations at the time?


MR. LATIMER:  I guess I am not quite clear on your question.


MR. FAYE:  Let me ask a preliminary question.  Is Pickering 1 the first one to come back, or was Pickering 4?


MR. LATIMER:  Pickering 4 was the first unit to come back.


MR. FAYE:  When -- Pickering 4 went back in service in the end of 2004; is that correct?


MR. LATIMER:  Unit 4 was back in service 2003.


MR. FAYE:  2003?


MR. LATIMER:  Late 2003.  Unit 1 came back in 2005, late --


MR. FAYE:  The 2005 forecast, made presumably at the beginning of 2005 or near the end of 2004, was 69 percent; agreed?


MR. LATIMER:  We're looking at unit 4 now, correct, for 2005?


MR. FAYE:  Unit 4, right.


MR. LATIMER:  Okay.  That was the forecast, yes.


MR. FAYE:  For 2006, the forecast was 75 percent?


MR. LATIMER:  Correct.


MR. FAYE:  Up to 92 percent for 2007?


MR. LATIMER:  Correct.


MR. FAYE:  Can I conclude from that that you expected a gradual ramping-up of production capability there from the time it went in service over 2004, 2005, 2006, and 2007 it gets to 92 percent.  So can I conclude from that that it takes three or four years to get a refurbished unit back up to where you would expect it to be?


MR. LETTS:  I think I will reference you back to Exhibit A1, tab 4, schedule 3, page 10, which addresses the Pickering A return to service.  There was an anticipation that they would have a certain average capacity factor over the remaining life of the state of the units themselves.


We had a certain assumption about the capacity factors at which they would operate over the first, say, two to four years.  As stated in A-1, tab 4, schedule 3, on page 10, the units at Pickering A had reliability issues which were unanticipated, which have been factored into the plan now.


Unit 4, which was the first unit returned to service, if you go and look at its performance right now, it has been running continuously since the middle of October at the end of intrastation transfer bus issue.  It's the second longest running in OPG nuclear right now.


 So I think it is safe to say that as the units are coming out of those two- to four-year periods for each of the respective units, that they are starting to demonstrate that they are reliable units and will be achieving the average capacity factors which we assumed.


MR. FAYE:  So unit 4 in this chart is comparable to -- what you call it now, unit 8?


MR. LETTS:  Pardon me?


MR. FAYE:  Do you call unit 4 Pickering A unit 8 Pickering now?


MR. LETTS:  It is unit 4 Pickering.


MR. FAYE:  Unit 4 Pickering A, or unit 4 --


MR. LETTS:  Pickering A, unit 4.


MR. FAYE:  Okay.


MR. LETTS:  We have the same expectation of unit 1 over the next period of time.


MR. FAYE:  How are the Pickering B units performing compared to their forecast capacity this year?


MR. ALLEN:  I can give you the first quarter results.  Basically through April we are at 4.68 terawatts versus a target of 4.92, a capacity factor 78.2 versus 82.2 target.  That's factoring in the issue that we're talking about on unit 7.


At the end of the first quarter, our forced loss rate was 1.99 percent.


MR. FAYE:  And the same question I asked you on forced loss rate, would you be able to forecast what the impact of that problem on Pickering unit 7 will have on the annual average capacity factor for that unit?


MR. ALLEN:  I thought that was already part of that undertaking.


MR. FAYE:  That's already part?


MR. ALLEN:  Well, that was my understanding.  I don't want a misconception here.


MR. PENNY:  Now you want capacity factor?


MR. FAYE:  If it wasn't part of the first undertaking, yes, I would like the capacity factor in a separate undertaking, if necessary.


MR. PENNY:  Yes.  We can just add that to the prior undertaking, J10.


MR. FAYE:  My last question, then, is related to the response to our interrogatory 29 on page EP2, if you could flip back to that?


We had asked for forced production loss rates for the generating units over a longer historical period, and the response was:

"OPG declines to provide historical information prior to 2005 for the reasons given in L12-6."


I wonder if OPG feels that the economic oversight of the Board is a good reason to exclude historical operating information that would have been very useful to the discussion around, you know, the history of forced ^loss rates.


MR. PENNY:  Well, you know, Mr. Faye, we were asked a number of questions about historic information.  The answer to them was the same in all cases, which was that we took the view that those issues had been canvassed earlier on in the development of the methodology, and no one ultimately took any issue with that.


If we're going to have an argument about that before the Board, then that's fine.  We can make our pitch and you can make yours, and we can have a ruling on it.  But that was the view that was taken, was that there was a determination that we didn't have to go back that far, because there were certainly people who, in the methodology process, said that they wanted us to go back to the beginning of time, and the Board said, No, it is not necessary.


MR. FAYE:  Thank you.  That's all my questions.


MR. KAISER:  Thank you.


MR. RUPERT:  I just have a question on the forced loss rate.

Questions from the Board:


MR. RUPERT:  I take it, from the evidence - and you spoke earlier with Mr. Thompson, and so on - without making it too simple, this is the only real area of significant judgment in the forecasting process?


I mean, I got the impression you say, What is the nameplate input capacity?  100 percent.  What are we planning to do?  How long is it going to take?


So the only area of real judgment is this forced loss rate, I would take it; is that right?


MR. ALLEN:  Yes, sir, that's correct.


MR. RUPERT:  Clearly, based on your chart at table -- I mean at Exhibit E-2, tab 1, schedule 2, 2(a) and 2(b), which are the five years' worth of data for each of the plants, budget versus actual, clearly, the actual forced loss rate varies by plant.


I say that because Darlington seems to have a fairly uniformly low forced loss rate, and Pickering A and B are different, particularly Pickering A.


So when you come along to 2008 and you're doing a forecast -- oh, and clearly by definition these are unforeseen events; otherwise, you would have some better way of judging it.  So there's unforeseen things that may happen, but clearly it depends a bit on the plant.  History shows that one plant may be more susceptible to these kinds of events than other plants like Darlington.


To come along in 2008 for Pickering A and your estimate or your forecast or your figure you're using is 13 percent, if I have it right, for the forced loss rate for Pickering A in 2008, --


MR. ALLEN:  Yes, sir.


MR. RUPERT:  Okay, 13 percent, that is 13 percent

of -- whether it is days or hours, but that is a chunk of the -- 13 percent of the sort of hypothetical full capacity as planned is not available for this kind of event, if I understand it?


MR. ALLEN:  After you deducted the planned outage days.


MR. RUPERT:  After the planned outage days?


MR. ALLEN:  Yes, sir.  You have to deduct the planned outage days and say:  Okay, now the unit could operate for this amount of time.  It's 13 percent of that.


MR. RUPERT:  Without doing that arithmetic, I would sort of eyeball it that is in the order of a month of time.


MR. LETTS:  Sir, just one clarification on the 13, and this is specific to Pickering A that we're talking about.  Three percent of that is to address a regulatory mandated derate of the unit for the first period of time, over the test period.


MR. RUPERT:  That's really of a different nature, this forced loss issue --


MR. LETTS:  Right, so it's actually 10 percent.


MR. RUPERT:  Ten percent, okay; but even at 10 percent, when you add it on to your planned position, certainly upwards of a month's worth of time, several weeks in any event is being built into the forecast, where for these unforeseen events you're predicting there'll be no production out of Pickering A.


MR. ALLEN:  Well, yes, sir.  If you look at the FLR days equivalent.


MR. RUPERT:  Oh, is that –- I understood –- okay.  Right below it, okay.


MR. ALLEN:  Line 10 for Pickering A.


MR. RUPERT:  All right.  Well, it's even more than that, 86 days.  Right?


MR. GONSALVES:  Yes.


MR. RUPERT:  So I was way off.  It is closer to three months; is that fair?  Is 86 days the --


MR. GONSALVES:  It's 86 unit days.


MR. RUPERT:  Eighty-six -- yes, okay, 86 unit days, or that's one of the two units being out for a whole quarter, in effect.


MR. GONSALVES:  Correct.


MR. ALLEN:  Yes, sir.


MR. RUPERT:  All right.  So given that -- leaving aside this 3 percent issue, Mr. Letts just mentioned -- how do you decide that 10 percent is the right number?  Why isn't it 20; why isn't it 5?  Given that these are unforeseen, what is the basis on which you judge that 10 percent is the right number?


MR. ALLEN:  Okay.  So it is described also in an interrogatory, which we can refer to, but the higher level view of it is, we look at past things that have -- we go back and look in history and see things that have caused forced losses for each of the units.  And generally, it is, it can be unit-specific.  You know, based on the condition of that unit or how much we have invested in it, material condition, et cetera, you know, will determine a part of it.  Another part is what kind of vulnerabilities do we have with that unit.


And basically with historical, vulnerabilities, backlog levels, all of those are factored in.  Then also we look at allowances for potential human performance issues, based on what we have seen in the past.


If you take those numbers and you can almost lay it out and go:  Okay, we have seen typically in the past, one percent due to human performance, one or two percent due to algae intrusion that caused us to have to derate, you know, two percent due to an equipment issue that we have had before, you can add those up and make a rough projection of what it would be.


Because with the forced loss rate, you know, there are at times -- even though it is unforeseen -- there are at times known risks that we have.  It is just the timing of when it might occur is not known.


MR. RUPERT:  Right.


MR. ALLEN:  And the consequences of it.


MR. RUPERT:  Usually, I --


MR. ALLEN:  So when we have something there -- I'm sorry, sir.


MR. RUPERT:  No, no.  Go ahead.


MR. ALLEN:  We could have something there that, yes, we know that could be a threat to us, so let's factor in a certain amount, but the timing of it, you know, we may not necessarily know, or how bad it could be.


MR. RUPERT:  Right.  The reason I ask is a number of the things you just mentioned, it strikes me at least -- Mr. Penny may tell me if this is for a future panel, but it strikes me that a number of the things you just mentioned are things Mr. Robinson and his colleagues were citing as support for the levels of OM&A that had to happen in order to get at these backlogs, for example, get these backlogs down.


What I am wondering about is whether there is any chance we have some degree of double-counting here, in that we have pleas for higher OM&A to deal with a lot of these things, and at the same time having a large forced loss rate to deal with things that emanate from the very same causes.


That's what I am trying to grapple with.  Is it clear that the forced loss rate takes into account all of the things that ought to happen, positive things that ought to happen by doing the kinds of OM&A work Mr. Robinson was talking about, or are we sort of saying:  Let's not assume good things happening from that.  Let's go back and look at history and we will assume a worst case for forced loss rate.  Are the consumers, in fact, going to be ending up paying twice for this, once through a recovery of higher OM&A, and second through a lower production forecast that leads to higher per-megawatt price?


I just put that out as what I am sort of grappling with in this question.


MR. ALLEN:  I fully understand what you are asking, and I can tell you that that is a very dynamic forecast.


In other words, each year, you know, it changes and we look at the individual units, as well.  And different factors can occur on different years.


So I'll just give you one example -– and we talked a little about this in this appendix Charlie over here -- heat transport pump seals on Pickering B were a contributor to a forced extension of planned outage and forced loss rates.  We've got a program in place now to correct that, and now we don't account for that as a problem in our forced loss rate any longer.  There may be some other issue now that replaces it, but that is not, you know:  Hey, we have that one under control.  That one we're putting behind us.


So what I can tell you is that the material condition improves and you can really see it at Darlington.  You will see the forced loss rate projections are coming down and down and down, because the material condition is supporting it.


What we always say is it's what is the machine capable of.  It is a machine, and so you've got to look at what the machine's vulnerabilities are, and then you make your estimates based on that.


But the material condition improvements at Darlington have markedly reduced forced loss rates and also our projections, because we know the equipment is more reliable.  It is the equipment that is so critical here.


MR. LATIMER:  If I might add to that, if you look at our business plan, particularly for -– well, I mean by way of example, for Pickering A, we have looked at the impact or estimated the impact of our OM&A programs in the equipment reliability area, and we have actually taken that into account in setting our FLR forecast for the future.


MR. RUPERT:  Okay.  That's my only question.


MR. KAISER:  I just wanted to follow up, Mr. Allen, on Mr. Rupert's question, because I was troubled as well with this forecasting forced loss rates for Pickering A of, I guess it was 13 in 2008 and 10 in 2009.  It may be 10 in 2008 now, according to Mr. Letts.


If we go to EP-4, which is in Mr. Faye's bundle, in 2005 with respect to Pickering A, you were forecasting 16 percent and it came in at 30.


So what did you do?  You lowered the forecast for the next year to 12; it came in above.  What did you do?  You lowered the forecast again for the following year to eight, and it came in way above.


There doesn't seem to be any -- so we have an average of 30 percent over three years, and guess what, we're now forecasting at ten.


I have the same question that Mr. Rupert does, based on -- I don't understand when you are consistently over, why you keep lowering the forecast numbers.  Am I missing something?


MR. ALLEN:  Well, once again, you know, we're looking at what kind of improvements we're making to improve the plant reliability.  That is one the biggest single factors, what kind of mitigative strategy we have.


Another example I can give you is like the algae on Pickering B, let's say.  We had an issue with a higher inflow of algae into the plant, causing derates.  We have gone out and invested heavily in our screen house, which processes the algae out.  We have invested heavily in making that equipment more reliable so that we don't have those impacts.


You can look in our tables where we show our, you know, the different forced outages that we have had.  We had vulnerable unit shut downs at Pickering B due to algae back in 2005, and we have mitigated that with a lot of the processes and equipment fixes we put in place.  Subsequently, we were able to lower that portion of the forecast FLR.


You know, if you look at that on the aggregate basis, that is what we're driving to do, is to fix the equipment so that we have reliable operation.


MR. KAISER:  You gave Mr. Faye the forced loss rate for Pickering B for the first quarter.  I think it was 1.99.


Do we have it for Pickering A?


MR. ALLEN:  For first quarter for Pickering A?


MR. KAISER:  Yes.


MR. LATIMER:  Yes, we do.


[Witness panel confers]


MR. GONSALVES:  Pickering A's FLR to the end of first quarter is 17.4 versus last year at 15.5, to the end of April.


MR. KAISER:  End of April.  The percent is what?


MR. GONSALVES:  17.4.


MR. KAISER:  You're forecasting what for the year?


MR. GONSALVES:  We were forecasting 13.


MR. KAISER:  Or 10?  Which is it, 13 or 10?


MR. LATIMER:  It is 13.


MR. KAISER:  Thirteen, because you are including this -- the planned part of the unplanned part?


MR. LETTS:  Yes.


MR. KAISER:  Thank you.  Mr. Penny, anything?


MR. PENNY:  No.  I have no re-examination.  Thank you, Mr. Chairman.


MR. KAISER:  Thank you.  We will take the afternoon break.


MR. PENNY:  Perhaps, Mr. Chairman, I want to say I just want to visit the issue of the next panel.


It did occur to me, after you indicated how you thought the afternoon would proceed, as I was reflecting on it, that we have your six or seven or eight questions from this morning, some of which we are in a position to deal with, but there is a couple that are taking a bit longer.


Given that the examination-in-chief of that panel would only be 10 or 15 minutes, in any event, so there isn't much time-saving, whether our time might better be served in completing the answers to make sure that we've got that information available to you, and then just picking up with them on Monday morning.


MR. KAISER:  That's fine.


MR. PENNY:  All right, thank you.  Actually, in that regard, I wonder if I could ask your indulgence for one more second.  I wanted to clarify one of the questions to make sure that we were being responsive.


The first issue that you had identified, Mr. Chairman, was to verify what the new build costs are in base OM&A and whether they were anywhere else and whether there is any capital expenditure for new build.


We have an answer for that, but then you went to the second question, and this is where I was going to seek some clarification.


You said, What approvals are we seeking in association with this?  And it wasn't clear to us what "this" meant, so I wanted to know whether the question related to just new build, to new build and refurb, or to all of the project evidence in its entirety?


MR. KAISER:  All of it.


MR. RUPERT:  Everything that is going to be covered by your panel.


MR. PENNY:  That's helpful.  Thank you.


MR. KAISER:  9:30 Monday.


--- Whereupon the hearing adjourned at 3:35 p.m.
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ERRATA for Volume 3, Monday, May 26, 2008:

Page 26, line 26
"regular"  should be "regulated"

Page 33, line 6
"efficient" should be "inefficient"

Page 36, lines 7, 13
"CMP" should be "CNP"
ERRATA for Volume 4, Tuesday, May 27, 2008:

Page 120 line 28
"MR. MAZZA:" should be "MR. MAUTI"

Page 122 line 27
"MR. MAZZA:" should be "MR. MAUTI"

Note:  "Errata" correct errors on the part of the reporter.  "Corrections" are modifications to the transcript made at all parties' request.
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