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2007 Actual versus 2007 Budget

Capital is under spent in 2007 (-$54.7M), primarilty due to deferrai of potential 'Listed Work to
be Reieased' (-$22.6M), no requirement to draw on planned contingency (-$5.0M), and the
net impact of project-specific variances associated with the 118 capital projects that were
managed in 2007 (-$12.8M). The establishment of more achievable target capital
expenditure levels in the test period (as outlined in Section 2.0 above) is expected to
significantly reduce such variances in future. The balance of the under-expenditure resuits
from delays in the P2/P3 Isolation Project (-$14.3M), reflecting deferral of construction and
maintenance ramp-up (to allow greater progress on engineering/assessing activities), and
the new CNSC requirement for an environmental assessment (with conservative deferrai of

potentiaily-impacted activities).

2007 Actual versus 2006 Actuai

The increase in spending in 2007 compared with 2006 actual (Ex. D2-T1-S1 Table 3a,
$43.5M) was due to increased work on the security fence project ($16.9M), Darlington used
fuel dry storage facility in-station modifications ($9.1M), Pickering A switchyard relay building
cable replacement ($9.4M), Pickering A calandria vault inspection tooling development
($7.2M) and the P2/P3 Isolation Project ($8.2M). These increased efforts are partly offset by
reductions in spending due to the Pickering B auxiliary power system installation (-$21.6M)

and the security optimization project (-$15.5M).

6.0 PERIOD-OVER-PERIOD CHANGES - HISTORICAL YEARS
Year-over-year variances are broken down by facilty in Ex. D2-T1-S1 Table 3a, and
expiained here. Where projects have cash flows in the test period, and only for those
projects, more detailed project information is contained Ex, D2-T1-S2.

2006 Actual versus 2006 Budget
The variance to budget in 2006 (Ex. D2-T1-S1 Tabie 3a, -$117.3M) reflects primarily delays
in various security projects (-327.8M), Darlington used fuei dry storage in-station

modifications (-$13.2M), Pickering B auxiliary power system installation, 49104 (-$11.8M),
Pickering A calandria vauit inspection tooling development, 46537 (-$6.3M), canceilation of
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2008 business planning process, the OPG Board of Directors approved $290M (5172 M
capital and $118M OM&A) as the appropriate and required level of ongoing project
expenditure to maintain the generating assets and associated infrastructure. This funding
level was developed in consideration of: historical investment patterns; project execution
capabilities, potential beneficial impact of the improved project portfolio management
processes; project expenditures in the approved 2007 business plan versus project
requirements identified dunng the 2008 business planning process; and high level
comparative data from other nuclear utilities. In addition to this ongoing project portfolio,
there are expenditures associated with the P2/P3 Isolation Project and Pickering B
Refurbishment Project (see Section 3.0). Total nuclear project costs are presented in Chart

1.

Chart 1: Total Nuclear Project Costs - Project OM&A and Capltal

2008 2006 2007 2008 2009

$ Million Actual | Actual Actual Plan Plan
1 | Total Project Capital 138.8 151.1 186.5 172.0 172.0
2 | Total Project OMS&A 155.9 140.4 102.1 118.0 118.0
3 | Total Portfolio Costs (2848 (2913 (88| (2909 (200
4 P2/P3 Isolation Project 0.0 2.7 18.8 43.6 240
PB Refurbishment 0.0 0.0 0.0 0.0 153.9
5 { Total Project Costs 284.8 2942 307.4 333.6 457.9

At any point in time, the nuclear project portfolio potentially includes projects at all stages of
the project life cycle, from newly identified opportunities to fully released projects in execution
or close-out phases. The five phases of project life cycle and associated “release” funding
normally associated with each phase are indicated here, and discussed balow:

*  Project identification (using base OM&A, leading to a request for conceptual funding)

* Project initiation (using conceptual funding, leading to a developmental release)

+  Project definition (using developmental release, leading to a full or partial release)

* Project execution (leading to a full release if currently partial. Superseding release to be

processed if required due to scope change or cost increase)
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Line w008 (s} 2005 {#k{c) 1008 {o)-{g}. moeE t (iHw) 001 ;
Ne. Facility Projacts Budget | Change | Actal | Change | Actusl | Change | Budget Actus
(a) b} (e} (¢ (e) i @ th) U]
Facltity Projects {Ralsased) -

1 iDarbington NGS 58 (18) 340 15 8) 243 (1 5) 297 114) 268
2_Pickering A NGS 36.0 {10.7) 253 100 353 0.8 34.5 (22,8} 125
3 iPickening B NGS 8.7 82 52.9 {20.0) 239 {13.8) 46.7 {10.9} 20
4_|Enginessng & Modificahons 63 2.0y 4.3 (1.4) 248 {1.9) 4B 0.1 a0
5 |Programs & Trainmg 0.8 0.2 1.1 (1.1) 0.0 0.0 0.0 0.0 0.0
6 [Supply Chain 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
7 |tnapection & Maintenance Servicss 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.8 08
8 | Totai Feclilty Projects (Relsasad) 125.7 {8.1) 17.6 118.3) 56.3 116.4) 115.7 (34.3) 65.0
9 _|Factiity Projecis to ba Relessed 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
10_|Infrastructive 28.8 9.4 38.3 2.8 411 12.2 208 (4.0) a7
| 11 _|Contingency 15.9 (15.8) 0.0 0.0 0.0 {10.0) 10.0 0.0 0.0
_12 |Listed Work [o be Relsassd 0.0 0.0 0.0 0.0 0.0 0.1 {0.1) 0.0 0.0

13 | Subtotai Project DM&A (Portiolia) K (14.8)] 755, (155 14047 (4.1 {1545 (38.3)]  <102.73
7 b ~
14 [P2IP3 taoistion Project 0.0 0.0 0.0 1.8 1.8 0.8) 24 7.9 95

15 [Plckaring B Refurblehment Project 0 ag 0.0 08 0.0 0.0 0 00] " 0o
16 [Totat Project OM&A 170.5 (14.8) 155.8 (12.9) 142.0 (14.9) 156.9 (304} 1118

5
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Lirval o 2007 {cHwy 4  2007. {eo} | 2008 (9. 2008
Ne. Facifity Projects Budget ¥ | Actusi Z} Ctenge | Plan | Changs |  Pun 4
- @) ) ic) (g e) 0] (g)
| __ |Facliity Projacts (Reieased)
1_|Dartington NG5 273 (0.5) 26.8 (5.3) 21.5 (7.4) 14.1
2 {Pickening A NGS 19.5 (7.0) 125 (3.8) 8.7 (8.0) 0.7
3 !Pickaring B NGS 228 (0.6) 220 0.7 227 {(10.7) 121
| 4 {Enginesring & Modifications 4.8 (1.8) 3.0 4.4 74 {5.4) 2.0
|5 Programa & Training 03 {0.3) 0.0 (0.0} 0.0 0.0 0.0
6 |Supply Chain 0.0 0.0 0.0 0.0 0.0 0.0 0.0
| 7 linspection & Malntenance Services 0.0 0.6 0.8 0.8} 0.0 0.0 0.0
8 | Totai Faciiity Projects (Relsasad) 745 (9.6) 65.0 (4.8) 80.3 (31.4) 29.0
9 |Faciilty Projects to be Ralessed 0.0 0.0 0.0 11.8 11.8 12.6 24 4
| 10 iinfrastructure 36.2 0.9 37.1 {1.7) 294 {0.4) 29.0
11 |Continpency 0.0 0.0 0.0 0.0 0.0 0.0 0.0
12 iLisisd Work to bs Relsssed {0.4 0.4 0.0 5.5 18.5 19.2 357
13 | Subtotal Project OM&A (Portfolio) 110. (8.2) 102.1 15,9 “118.0.P (0.0) Q‘@
kgl 7
14 |P2/P] tsoiation Project 27.0 (17.5) 9.5 17.2 26.8 (12.6) 14.0
15 |Pickering B Refurblahmant Project 0.0 0.0 0.0 0.0 0.0 5.1 5.1
' 16 lTotl! Projact OMBA 1373 (25.8) 111.6 331 144.6 (7.5 137.1
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VECC Interrogatory #6

Ref: Ex. A2-T2-51, pages 4 - 7

Issue Number: 3.6

lssue: Will OPG's accounting policies resuit in capitalization of an appropriate amount of
costs incurred in 2008 and 2009 with respect to the construction or acquisition of capital
assets?

Interrogatory

Please confirm that there has been no change in OPG'’s capitalization policies in this
application as compared to previous practice or practices. If unable to so confirm, please
provide details in respect of any changes.

Response

OPG confirms that there have been no changes to its capitalization policies in this
application as compared to previous practices other than the increase in the materiality
threshold for capitalization eligibility of certain assets to $25,000 effective January 1,
2007, as discussed in Ex. A2-T2-S1, Section 4.1.

Witness Panel: Corporate and Other Operating Costs



