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Tuesday, November 15, 2016

--- On commencing at 9:29 a.m.

MR. MILLAR:  Good morning, everyone.  Why don't we get started.


This is Day 2 of the OPG technical conference.  I don't believe there are any preliminary matters.  So we have panel 2 on the dais.  Mr. Keizer, would you like to introduce your panel?


MR. KEIZER:  Maybe what I will ask my panel to do is maybe starting with the panellist closest to me to state their name and their position at OPG.


MR. LAWRIE:  Jamie Lawrie.  I'm the projects control director and projects and modifications.


MS. CARMICHAEL:  Carla Carmichael, vice-president of nuclear finance.


MR. BLAZANIN:  John Blazanin, vice-president, strategies and support in our decommissioning organization.


MR. KEIZER:  And Michael, we have no preliminary matters, so the panel is available for questions.


MR. MILLAR:  Thank you very much.  Mr. Elson, you are up first.

ONTARIO POWER GENERATION - PANEL 2
John Blazanin

Carla Carmichael

Jamie Laurie

Questions by Mr. Elson:

MR. ELSON:  Thank you.


Good morning, panel.  My name is Kent Elson.  I represent Environmental Defence.  And I am going to be asking questions today exclusively, actually, about Pickering.  Who would be the person who is the most Pickering-focused of the three of you?


MR. BLAZANIN:  That would be myself.


MR. ELSON:  Great.  So just to jump right into it, can we turn to IR 6.5 Staff 115, and the attachment, which is the news release, which is up on the screen there.  And I have a couple questions about the specifics of this news release, but just to sort of set the framework for us, what in your view is the scope of the Board's role in reviewing your application as it relates to Pickering?


MR. BLAZANIN:  In our view, the scope of the OEB Board is to approve the cost put forward in our rate application to set the rates for this application.


MR. ELSON:  Is the Board required to accept the need for Pickering, as is the case with Darlington?


MR. KEIZER:  It's OPG's position that the need has been established and voiced by the minister which is responsible for planning, and as this Board has previously held, they don't consider the planning issues but rather the rate-related issues.


MR. ELSON:  Mr. Keizer, is that to say that, yes, the Board is required to accept the need for Pickering, as it is with Darlington?


MR. KEIZER:  With respect, yes, because of the jurisdiction of the Board.


MR. ELSON:  And so that means that the Board does not have the jurisdiction to do anything but accept the need for Pickering?


MR. KEIZER:  I think that's the third time you have asked me the question, and the answer is yes.


MR. ELSON:  That's helpful.  And so is the Board also prevented from comparing the costs of Pickering to alternatives?


MR. KEIZER:  Well, in terms of the question, I know there is a series of interrogatories that have been asked related to the comparison of alternatives, and those interrogatories have indicated that they are not within the scope of this proceeding, so maybe to set a context so we can deal with any kind of refusals this morning.


The view would be that with respect to the comparison of alternatives, particularly whether it's hydro from Quebec or otherwise, that the consideration of those alternatives goes to the establishment of need or the alternatives within the context of a system planning, and that, as the Board has previously held in other proceedings, is not within their scope.  In actual fact, their scope relates to those of an implementation of rates and the acceptance of any costs associated with execution of the project.


MR. ELSON:  And if those -- well, let's -- I am going to get back into that.


Going back to the idea that the minister accepts need or needs to accept need, there is two different potentially relevant time periods.  One is before August 2018, when the Clarington transformer station comes into play, when it appears on the evidence Pickering is actually needed.  And then there is the period after August 2018, when it would be possible to close down Pickering and use alternatives.


And just for 100 percent clarity, Mr. Keizer, do your answers regarding the Board's jurisdiction apply to both those periods, before and after August 2018?


MR. KEIZER:  Your question is obviously partly related to the interrogatories that have been asked, I think, by Environmental Defence related to the decommissioning or closing of Pickering in respect of 2018, and those interrogatories, the responses given, as I recall, were that it was not relevant to these proceedings because the filing did not contemplate a decommissioning.


And the view would be that with respect to that date the Board's view or consideration with respect to a 2018 closure is that this Board has already considered the continuation of Pickering to 2020.  But -- and also, and the fact that the LTEP has considered the extension of Pickering to 2020 and as a result the -- and again, the minister has voiced the support of the extension -- or the further extension for Pickering.


So it's not clear to me, and not clear to OPG, as to why the closure of Pickering in 2018 is relevant to this proceeding.


MR. ELSON:  I guess my question was a little bit simpler than that, which was just by way of clarification, that in OPG's view the Board is required to accept the need for Pickering even after August of 2018 when on a factual basis it's not needed.


MR. KEIZER:  Well, the point is, is that for purposes of system planning other entities have decided that Pickering is going to be there, first within the context of the LTEP and second within the context of the most recent ministerial announcement, so the view would be that from OPG's perspective 2018 is not a consideration before the Board.


MR. ELSON:  And I guess I am not trying to get you to admit that 2018 is a specifically relevant date.  We can refer even to 2021, and so OPG's view is that the Board is required to accept a need for Pickering in 2021 even though factually speaking it is not needed in 2021.


MR. KEIZER:  Again, I have stated, and I will continue to state, and hopefully it will satisfy you with respect to the other elements of your inquiry, that if the consideration of whether Pickering should or should not exist is on the basis of system planning need, then our view is, and OPG's view is, that is not an issue before this Board, it's an issue that the Board has indicated previously, that system planning aspects are not before it.


MR. ELSON:  Mr. Keizer, thank you, that's helpful.  I will be returning to whether, in fact, Pickering extending to 2020/'24 has been established as a need in terms of system planning, but for the purposes of my initial questions your answers have been helpful.


So I will move on and ask your panel just to confirm that OPG provided or OPG management provided a cost-benefit analysis of Pickering to the board of directors; is that fair to say?


MR. BLAZANIN:  OPG did provide a business case associated with extended operations to OPG's board of directors.


MR. ELSON:  And that business case includes a cost-benefit analysis?


MR. BLAZANIN:  The benefits were documented in the business case, correct.


MR. ELSON:  And that's like a system-wide cost-benefit analysis and it found system-wide benefits in the hundreds of millions of dollars.


MR. BLAZANIN:  System-wide benefits were documented in the business case.


MR. ELSON:  Did the board of directors ask for that or is that something that management decided to put forward?  The overall question is:  Why did you provide them with that cost-benefit analysis?


MR. BLAZANIN:  OPG was seeking approval of a release of funds, which is part of our approval process.  As part of that process we needed to go to our board of directors to seek approval to release the funds to continue to execute the work program documented in that business case.


MR. ELSON:  And so was that approval contingent on showing a net benefit?


MR. BLAZANIN:  As part of the approval process and business case we would provide a justification to our board, and the system benefits were documented in that business case.


MR. ELSON:  That's fair.  And in terms of that process, was a net benefit a requirement of that approval process?


MR. BLAZANIN:  When we provide a business case, we look at various alternatives and certainly because there was a net benefit overall, we put that business case forward as a positive benefit for OPG and, as a result, we put the business case forward to release the funds.

MR. ELSON:  So I think what you are saying is that the fact that -- you know, the cost-benefit analysis is one of many considerations, and that that was not a strict condition?

MR. BLAZANIN:  The business case documented a variety of benefits associated with extending operations.  The cost benefit was one of those benefits that were documented in there.

MR. ELSON:  I am just a bit unclear.  So was it a condition of that approval, or not?

MR. BLAZANIN:  So the business case did document a number of benefits, including the cost benefit, and it's at the board's discretion to assess all of the benefits, and make the approval to proceed based on the business case that's put forward.

MR. ELSON:  I still don't know whether net benefit was a condition required for approval or not.  I am fine to move on and consider that a refusal, or to have an undertaking.  We don't need to keep hitting it on the head, but, I leave it up to you and your counsel.

MR. KEIZER:  I think he has answered the question as best he can answer it, so --


MR. ELSON:  I think the answer is -- is the answer that the board would decide, and so you don't know what is a condition or not?

MR. BLAZANIN:  Well, there are a number of benefits that were identified.  Cost benefit truly is one of the benefits that were identified as part of the economic assessment, and the board evaluates all of the benefits that are put forward with every business case before they make their approval.

So certainly cost benefit would be one of those conditions that they would evaluate when they make their final decision.

MR. ELSON:  So let me ask it this way: If the cost-benefit analysis showed a net loss of $500 million from Pickering extended operations, everything else being equal, would management have still recommended going forward with it?

MR. BLAZANIN:  I can't answer that question.

MR. ELSON:  Why can't you answer that question?

MR. BLAZANIN:  The decision wouldn't have been mine to put forward.  I am not sure what the answer to that question would be.

MR. ELSON:  Whose decision would that have been?

MR. BLAZANIN:  The decision would move forward through the CEO, and ultimately to the board.

MR. ELSON:  Can you provide an undertaking to provide an answer to that question?

MR. KEIZER:  No.

MR. ELSON:  Pardon me?

MR. KEIZER:  It's a completely speculative question.  If you are asking who is the party that -- who are the decision-makers, well, I think the answer to that question's been given.  With respect to a scenario that's not in evidence, we are not providing that undertaking.

MR. ELSON:  I will take that refusal and move on. I think what I am trying to get at is what role the cost-benefit analysis provided in your internal decision-making process, and I had asked previously whether it was a condition of the board.

And so as to avoid, I guess you could say, a sort of speculative question relating to a specific number of $500 million, I'd like to ask a question that relates to something within the company's knowledge, which is what management -- how important management considered cost-benefit analysis.

So I will ask you one more question -- it may be met with a refusal, in which case I will move on -- which is just to say if the cost-benefit analysis showed a very, very significant net loss from Pickering extended operations, everything else equal, would OPG management still have recommended going forward with it?

MR. BLAZANIN:  We refuse to answer that question.

MR. ELSON:  Okay.  So in this proceeding, can the Ontario Energy Board look into whether extended Pickering operation would provide a net benefit to customers?  Is that something that's within the scope of what we are talking about here?

MR. KEIZER:  Sorry, you are asking a jurisdictional question?  Is that what you are asking?

MR. ELSON:  There may be a jurisdictional answer, if that's the view of OPG that that's outside of the jurisdiction.

I am just trying to get a handle on OPG's view of the scope of this -- the scope of what they are seeking approval of and, in particular, asking whether it is OPG's view that the Ontario Energy Board can look into whether Pickering extended operations will or will not provide a net benefit to consumers.

MR. KEIZER:  I think what the Board has said in the past is that it has the ability to look at the costs that would be included within the revenue requirement of the company.

And so, to the extent that your assertion is relevant to that, then the Board would consider it.  If it's for purposes of deciding whether, from a system planning perspective, Pickering should or should not be extended, then in my view, it's not within the scope of the Board.

MR. ELSON:  So it can look into net benefits to the extent that's relevant to the rates that would be awarded, but not if it's, you know, if someone were to be seeking -- I am not saying that anybody is, but seeking to say Pickering needs to be shut down, for example?

MR. KEIZER:  I think I have said what I think it means.

MR. ELSON:  Okay.  So if we could refer to the specific wording in the January 11, 2016, news release, you’ll see at the bottom of the screen here it says the province has approved OPG's plan to pursue continued operation of the Pickering generation station.

Is there anywhere elsewhere this approval is, you know, formally documented?

MR. BLAZANIN:  I am not aware of any other formal documentation.

MR. ELSON:  And just to be clear, you know, beyond your personal knowledge, I mean OPG is not aware of any other -- and any other panel members are not aware of any other documents?

MR. KEIZER:  Just to be helpful, Mr. Elson, we would also in any concurrence by the minister of the business plan of OPG.

MR. ELSON:  Could you undertake to file that business plan?

MR. KEIZER:  I think it is already filed, OPG's business plan.

MR. ELSON:  Perhaps you could provide me with the date and which business plan you are talking about.

MR. KEIZER:  Well, we can give you an exhibit number, I believe.

MS. CARMICHAEL:  A2-2-1, attachment 1, is the OPG business plan.  And in it, it outlines the base planning assumptions where that information is found.

MR. ELSON:  And is there a specific page reference there that relates to Pickering, or should I just --


MS. CARMICHAEL:  So planning assumptions are appendix 2, key planning assumptions, page 21.  And the second bullet says all six operating Pickering units to operate to 2022 with four to 2024.  It's part of our base planning assumptions and business planning.

MR. ELSON:  And what's the approval process for that business plan?  Where is that sort of approval indicated somewhere?

MS. CARMICHAEL:  So this business plan in A2-2-1 was approved by the board of directors, and then the province would concur with OPG's business plan.  There is a business planning panel coming up in the next -- tomorrow, who could probably give you more details on that approval process, but that's generally how it works.

MR. ELSON:  I don't need more details on the approval process.  Is there some sort of document where that approval is recorded somewhere?

MS. CARMICHAEL:  Usually it comes in the way of a concurrence letter from the minister.

MR. ELSON:  Could you file that concurrence letter?

MS. CARMICHAEL:  I have to check to see whether this one has been received, but, yes, if it has we will file it.

MR. ELSON:  Thank you.

MR. MILLAR:  JT2.1.

UNDERTAKING NO. JT2.1:  TO FILE THE MINISTERIAL CONCURRENCE LETTER

MR. ELSON:  So I would like to turn now to the letter from your counsel on November 11th.  We don't necessarily need you to turn it up.  We already discussed this on the record yesterday.  It listed some questions that OPG will respond to, some questions that IESO will be asked to respond to, and then listed questions that OPG said it will or may object to.  I think it say may object to.  And I am just wondering if there has been any movement out of the objection column into something that answers will be provided to.

MR. KEIZER:  No, the objections are as stated.

MR. ELSON:  Okay.  So I think it makes sense to provide the reasons for the objections in the response that will be provided to the undertaking yesterday, but I have a couple that I would like to just ask about today, but whatever we don't address, or even perhaps all of them can be addressed in the undertaking response.

So the first one that I wanted to ask you about was IR 30.

MR. MILLAR:  For the people on the phone, could we ask you to put your phone on mute, please?  We are picking up some background noise.

MR. ELSON:  So this interrogatory, you will see at the top, asked the -- that the IESO cost-benefit analysis be redone based on its current best estimates of a number of factors.

Can you let me know why this wouldn't be relevant or why this won't be responded to?

MR. KEIZER:  Well, I think the IESO answered the question.  The IESO has indicated that it has provided its most recent outlook, and it's not updated its assessment of the Pickering extending operations, which it continues to stand by, so they believe that it's a valid assessment.  If they didn't believe it was a valid assessment I am sure they would have said it.  So I believe the IESO answered the question.

MR. ELSON:  I mean, the IESO refused to answer the question on the basis that it hasn't already done this work.  The question wasn't whether or not the IESO has updated its assessment, the question was, please update the assessment based on a number of variables that have changed significantly since the last one was done.

Is there a reason other than the fact that it hasn't already been done that this can't be done or that it's overly onerous?

MR. KEIZER:  I can't speak necessarily to how onerous it is or is not.  The IESO is aware of the question.  The IESO reached the conclusion it didn't need to update it, so as far as I am concerned the question has been answered and is as stated.

MR. ELSON:  So I guess this refusal is a refusal of the IESO.  But if the IESO was willing to provide a response, OPG wouldn't object to that; is that fair to say?

MR. KEIZER:  Well, I can't speak for the IESO.  All I can answer is the question as to why we objected to the further interrogatory question and undertaking, so -- which I think is stated clearly within the interrogatory question as by the IESO, so...

MR. ELSON:  Is this an IESO objection or an OPG objection or both?

MR. KEIZER:  It's the applicant's objection.

MR. ELSON:  So if the IESO was willing to provide an answer, would OPG still object to this?

MR. KEIZER:  Well, I think you have already indicated that you have a view that you may summons the IESO, so I think you would be able to ask them as part of that.

MR. ELSON:  I am not asking a question about the IESO, I am asking a question about OPG's view.  I am trying to disentangle the potential reasons not to provide a response to this.

One reason is that potentially the IESO may have reasons to feel that this is either onerous or irrelevant.  But separate from whatever reasons IESO has to or may or may not have to provide a response, I am just trying to figure out whether there is an additional hurdle with respect to OPG, for example, saying that this is irrelevant.

MR. KEIZER:  Well, I think it's irrelevant, because, you know, the reassessment of the study that's been done with respect to alternatives is, in my view, an assessment of a system planning issue, which is not within the scope of this board.

So it's -- our view is it's not relevant, and the IESO has provided a report which it still, you know, based on at least what I interpret from their answer remains valid.  So I think that's our position, and I don't think there is any further need to inquire about it.  I think we have clearly stated it.

MR. ELSON:  Just for the record, to be clear, in the response the IESO does not say that its study assumptions are still valid; does it?

MR. KEIZER:  I am not going to get into cross-examination about the question.  I think we have answered your -- as the basis of a refusal, and we have clearly stated it.

MR. ELSON:  That's fine.  I'll be happy with my comment on the record.

So just to leave off, OPG may have objections with respect to relevance or I guess does have objections on relevance, but can't speak to the onerousness of producing the report?  That would be something that the IESO would need to address?

MR. KEIZER:  I think I have stated already what our position is.  You can interpret it as you'd like.

MR. ELSON:  Can we move to ED IR 33.  Both IR 33 and 39 discussed a comparison with an August 2018 shutdown.  Can you shed any more light on why an objection was provided to or a refusal for both of these interrogatories?

MR. KEIZER:  I think I have already indicated that earlier this morning as to why we believe that 2018 is not a relevant date.

MR. ELSON:  Question 38.  We had asked for the electricity agreement with respect to Quebec for the importation of hydro power.

Can you shed any light on why OPG is refusing to ask the IESO to provide a copy or otherwise why a refusal is being provided?

MR. KEIZER:  Well, the agreement with Quebec is, I think, fully within the system planning mode and authority of the IESO and it relates to that form of alternative generation.  It's not related to the costs of completing the extended ops, which is truly the issue before this proceeding.  So it's just simply not relevant.

MR. ELSON:  So I haven't discussed IRs 13 and 35, and perhaps it's best for the sake of time just to detail in the undertaking response why objections are being made to those two interrogatories, and for the rest of them if OPG or the IESO has anything to add with respect to its refusals for 30, 33, 38, and 39, it would be helpful if that was included in the undertaking that was provided yesterday.

MR. KEIZER:  I will speak for the applicant, but we are not going to speak for the IESO.

MR. ELSON:  Okay.  So if we could turn to Environmental Defence interrogatory 25.  And so this -- you will see in this interrogatory in the reference at the top we are asking about the sentence from that news release where the Ministry of Energy says -- actually, you know what, sorry, I apologize, this is a reference to the wording from the application, which says:

"Under OPG's plan, as approved by the Province of Ontario, all six units..."


My question for your panel is, what exactly was approved as is referred to in this sentence?

MR. BLAZANIN:  What was -- our understanding of what was approved was OPG's plans to pursue extended operations under the planning scenario that's summarized here, operating six units to 2022 and four units to 2024, moving forward with the OEB rate application as we are, and executing the necessary technical assessments required for the CNSC licence application, and to move forward with our plans to execute this work program.


MR. ELSON:  And what about budgets?  Were budgets approved?


MR. BLAZANIN:  Budgets were approved as part of our business plan by our board of directors.


MR. ELSON:  And so because those budgets were approved as part of the business plan?  That's a fait accompli?


MR. KEIZER:  I am not sure what that means.


MR. ELSON:  That that is a final decision that can't be reviewed by the Board?


MR. KEIZER:  What, the budgets?


MR. ELSON:  I am just trying to draw a logical connection between an approval and a business plan and what that means.  I think the answer is no.


MR. KEIZER:  Well, I am sorry.  I don't mean to be too thick here, but the question is whether or not the minister's endorsement of this is a fait accompli with respect to proceeding with the project?  Or proceeding with the project and the costs, or just the costs?


MR. ELSON:  Why don't I rephrase my question? If something is listed in a business plan, does that take it out of the pursue of this -- or if something is approved in a business plan, does that take it out of the purview of this Board application?


MR. KEIZER:  Well, again, you are exploring questions as to the scope of jurisdiction and consideration of the Board.  And if that is related to a system planning question, then in our view, OPG's view, then that's not something within the scope of the Board.


MR. ELSON:  So let's go back to what was and wasn't approved.  I am trying to figure out, you know, what document the Ministry of Energy approved.


Did they approve -- I mean other than your business plan, which I think happened subsequently or maybe hasn't even happened yet, were the business cases approved by them?


MR. KEIZER:  This goes to your question ED 25 and in that question, OPG declined to provide the information.  I think where you are going is -- and maybe we can save time -- is you are seeking any documentation that the minister may have had.


And I think the answer that was given, and the basis for declining it, was that the deliberation of the minister and the basis upon which the minister deliberated is not an issue in this proceeding, and therefore OPG declined providing that documentation.


So maybe we can just cut it short.  If that's where you are going, that's going to be the continuing basis of the refusal.


MR. ELSON:  It's not where I am going, in that we are not trying to look into the deliberation of the minister.  What we are trying to look into is the scope or the impact of the minister's approval.  And to determine what the scope of this approval is or the impact on this proceeding, we would like to know what was approved, what are the documents that went to the minister and the minister said, yes, I approve of this.


So if there is another refusal, that's fine.  We can deal with that on motions day.


MR. KEIZER:  Yes, I think it's an I appropriate to deal with it on the motions day, because what you are actually making inquiries about is what the scope of the authority of the minister is, the scope of the authority of this Board, what the nature of any thoughts by the minister is, and what the Board can do with it.


In my view, that's an element of argument, and it's something that we can explore within the context of that motions day and have the Board rule on it.


I think the question, if it is a factual question, then let's hear it.  But I think in terms of exploring the nature of what the minister does and doesn't do and what the Board does with it, I think is something we can argue about before the Board.


MR. ELSON:  Well, what we are looking for is different than what you’ve described.  But I do agree that we will need to address this on motions day.


If we can turn to IR 26, please, there is a reference here to 4500 jobs.  Where does that number come from?  And let me just be more clear for the record, if you don't mind.  There is a reference here to 4500 jobs that would be protected through the extended operation of Pickering, and I am just wondering where the number 4500 comes from.


MR. BLAZANIN:  So OPG, in its economic assessment, provided a value; that is Exhibit F2-2-3, attachment 2.  We quoted a number at the time of the business case of approximately 4,000 OPG jobs.


I believe the additional 500 jobs reflected a potential impact within the community, in terms of if Pickering was shut down, that it would affect further jobs that were induced within the community that would be potentially affected.


MR. ELSON:  So that's OPG's estimate, is that there would be 500 job impacts from a community basis?


MR. BLAZANIN:  It was not OPG's estimate.  OPG's estimate for the impact on OPG was 4,000 potential jobs.


MR. ELSON:  No, sorry.  Was the 500 OPG's estimate of the impact on the community, aside from its own employees?  Maybe I am misunderstanding, but --


MR. BLAZANIN:  The estimate that OPG prepared was 4,000 jobs.  What was reported in the government announcement was 4,500 jobs.  My understanding is that there was a report conducted looking at the economic impact potentially within the community, and the value that was identified there was 4,500 jobs in total, which would have been induced jobs within the community as well.


MR. ELSON:  Do you have a copy of that report that you could file?


MR. KEIZER:  The 4,500 jobs is in the context of if Pickering shuts down.  That's the correct basis of your question?


MR. ELSON:  No, it's part of the cost-benefit analysis that it has -- the job savings have been cited, and I am just wondering what the underlying numbers are.


MR. BLAZANIN:  So for OPG, the basis was 4,000 jobs that would be deferred or saved within OPG.  That would include permanent staff and temporary staff, and my understanding is there’s an additional potential 500 jobs that could be affected within the community.


MR. ELSON:  And can you file that report that underlies that?  You just referred to a report.  I am just wondering if you can file it as an undertaking.


MR. KEIZER:  I don't know if that report is under the control of OPG, or whether -- or what the nature of it is.


MR. ELSON:  Best efforts would be fine.


MR. KEIZER:  I think the only thing we could do is consider whether or not that's a report we have, and subject to relevance and subject to whether or not it's under our control, we’d have to undertake to consider it.


MR. MILLAR:  The undertaking is JT2.2, and it is to either provide the report detailing the approximately 500 community jobs, or provide reasons for not providing it.

UNDERTAKING NO. JT2.2:  TO EITHER PROVIDE THE REPORT DETAILING THE APPROXIMATELY 500 COMMUNITY JOBS, OR PROVIDE REASONS FOR NOT PROVIDING IT.

MR. ELSON:  Perfect.  Moving on, two of the employment benefits that have been cited in relation to Pickering extended operations are, one, the jobs and economic benefits to the community, and second is delaying the cost associated with severance and layoffs.  Is that fair to say?


MR. BLAZANIN:  Part of OPG's evaluation did include the benefit of delaying severance costs associated with extending operations, that's correct.


MR. ELSON:  And also the job and economic benefits to the local community?


MR. BLAZANIN:  That was a qualitative factor that was identified in our economic assessment, yes.


MR. ELSON:  Great.  If decommissioning work were to commence after a shutdown, would that also create economic benefits and delay at least some of the severance costs?


MR. KEIZER:  I don't think we are here to consider decommissioning.  It's not part of the application; there is nothing here that is on the record to say that OPG is being decommissioned.


And if there was a decision such that it was being decommissioned and that was within the context of the system planning to do so, then we would be here with a very different application.


So I don't believe that the line of inquiry with respect to decommissioning is relevant.


MR. ELSON:  Mr. Keizer, the line of inquiry relates to a cost-benefit analysis.  On the one side, you have extending Pickering's operation's and on the other side you have not extending Pickering's operations, and a comparison of the job benefits of the two.


And that's what the question relates to, is the other side of that comparison, which is not extending Pickering's operations, and whether if that were to occur and decommissioning were to happen immediately whether there would be economic benefits and also the delay of severance costs.


MR. KEIZER:  I think what our position has been is that we are not here to consider whether Pickering should or shouldn't go ahead.  The question is whether the costs are going to be expended with respect to continued operations, are going to be included within any revenue-requirement calculation of OPG, and so starting to consider why, you know, decommissioning provides sufficient economic benefits is an evaluation of a very different business case.  So I don't believe the question is relevant.


MR. ELSON:  Well, I will have to address that at a later date, but just to be clear, again, what this goes to is the cost-benefit analysis which, in our view, is relevant.  But there is no point in discussing it further on the record here.


I am going to follow up on a question from Mr. Poch, which is -- the reference is issue 4.5 CCC 22, at page 4.  And a question was asked to the panel yesterday to update the LUEC figure relating to Quebec power imports.  You can see it's here.


And I think the answer from that panel was that they didn't think that OPG had this information, but there was a question about whether this should be asked to this panel instead.


So my question is:  Is it possible to provide an update on the LUEC for purchase from Quebec and Newfoundland in this figure here, and if OPG doesn't have the information can you ask the IESO?


MR. KEIZER:  And along the same lines of questions that we have talked about before, and I think we talked about yesterday within the context of the LUEC, that, you know, we are not here to evaluate the various generation alternatives and alternative system planning decisions that the IESO or the minister, depending upon the authority, is here to make.


So we believe that the calculation, as you suggest, we believe it's not relevant.


MR. ELSON:  Okay.  I will take that as a refusal on the basis of relevance.


And I will move on to my last questions relating to some of Pickering's operating costs.  And I am going to delve a little bit into the weeds of numbers here.


So before I do that, I'd like to just have a bit of an overview and ask you some questions relating to the principles that would guide what operating and costs you include in different kinds of scenarios; for example, whether if you're benchmarking or if you're calculating the LUEC or if you're calculating the LUEC in a situation where you're only including incremental costs.


So I will start with benchmarking.  And again, these questions relate to the kinds of operating costs or the kinds of costs, period, that you would include when you are conducting different kinds of analyses.


For the sake of benchmarking, you want to have a common list of costs that will help ensure comparability; is that fair to say?


MS. CARMICHAEL:  That's true.


MR. ELSON:  But if you're calculating the LUEC of the overall costs, the all-in costs, you would probably have a broader list of costs that you would want to consider?


MS. CARMICHAEL:  For benchmarking purposes we use the total generating costs benchmark that's accepted and used widely in the industry.  And there is many IRs that talk about that, and it's in our evidence, and we have talked about that in previous -- last two hearings.


So those -- the way we calculate TGC have very specific cost buckets that are counted, and the LUEC calculation is a different calculation.


MR. ELSON:  And in a LUEC calculation you include more different kinds of costs?


MS. CARMICHAEL:  Well, a LUEC calculation talks about the cost to -- usually the capital cost to do the project, the benefit of the project, the operating costs going forward to the life of the project, so, yes, they are very different calculations.


MR. ELSON:  And I guess what I am just trying to get at is that when you're calculating the LUEC there is a broader range, there is more kinds of costs that you want to consider.


MS. CARMICHAEL:  Typically it is a calculation that expands and includes most costs, yes.


MR. ELSON:  Okay.  So when you are calculating a LUEC to compare, for example, one generation option with another generation option, you would generally want to include all of the costs, you know, all of the capital and the operational costs; would that be fair?


MR. BLAZANIN:  When we provided the LUEC calculation in the economic assessment specific to Pickering, we included the incremental operating and capital costs divided by the incremental generation.  That is what was included in that levellized unit energy cost calculation.


MR. ELSON:  And I am actually going to get to that specific example where you are trying to calculate the LUEC of incremental costs.  But at a more broad level, if you're calculating the LUEC and comparing two generating options from an overall perspective, you would include all of the costs, the capital costs, the operational costs; is that fair to say?


MR. KEIZER:  Sorry, Mr. Elson, I don't understand necessarily where you are going with respect to the general inquiry about how a LUEC gets calculated.


MR. ELSON:  Sure.  I am going to be asking some questions about the kinds of costs that were and were not included in some of the analysis that OPG and the IESO undertook.  It's helpful before getting into the weeds with the numbers to get a broader understanding from the witnesses what kind of costs you include in different kinds of scenarios.


MR. KEIZER:  I guess I'm having a hard time with this whole inquiry in the abstract.  We are here to address questions that are in the evidence and in the context of the interrogatories.  My view is that you're embarking more upon a line of cross-examination as opposed to seeking understanding or clarifications of the evidence that's been filed or the interrogatories that's been filed.


MR. ELSON:  Well, I can make it more specific and follow up on specifically calculating the LUEC of incremental costs when you are in a scenario where you are in Pickering where you are trying to decide, do we keep this open or, you know, how do we compare keeping this open versus not.  And in that comparison, I believe the answer was that only incremental costs are considered; is that fair to say -- or were considered?


MR. BLAZANIN:  The system economic value that was calculated looked at the incremental impact of extending operations of Pickering.


MR. ELSON:  And so what you would want to include is all of the costs that would be avoided in the scenario where Pickering is not extended; is that fair to say?


MR. BLAZANIN:  Effectively that is correct.  Any costs that would go away with Pickering not being on the system would be incremental costs that would be avoided.


MR. ELSON:  Okay, that's helpful as a framework.


And if we could now turn to 6.5 ED 18.  So if we turn to page -- scroll down, there is a table which is part of the response, or I guess it's labelled here as a chart, which is chart 1.  And if we turn to the attachment which is on the next page, this was part of the interrogatory, so these were a number of kinds of costs that Environmental Defence was asking about.  And this question was basically looking for a detailed breakdown of Pickering's costs.


Can you tell, me are all of these kinds of costs that are listed in attachment 1 included in chart 1 on the previous page?


MR. BLAZANIN:  I am trying to compare line by line here to see which costs are in here, but...


MS. SCOTT:  For purposes of accuracy, Mr. Elson, maybe we should consider it.  Your question is are the costs in chart 1 also included in the chart in attachment 1?  Just the make sure we don't miss anything, is it something -- we would be prepared to deal with that by way of undertaking.


MR. ELSON:  Okay.  And it would be whether all of the items in attachment 1 are included in chart 1.  An undertaking would be helpful.


MR. BLAZANIN:  We can undertake to do that reconciliation.


MR. MILLAR:  JT2.3.

UNDERTAKING NO. JT2.3:  TO CONFIRM WHETHER ALL THE ITEMS IN ATTACHMENT 1 ARE INCLUDED IN CHART 1


MR. ELSON:  And just as you scan down the page, is there anything that jumps out as you as something that would not have been included, because it would be helpful for our discussion going forward?


MR. BLAZANIN:  Which page are you referring to?


MR. ELSON:  The one that's up on the screen.


MR. BLAZANIN:  In terms of the economic assessment, things like depreciation costs were not included, asset service fees were not included in the economic assessment.  Non-cash items were not included in the economic assessment essentially, and things like asset service fees which would -- or asset -- sorry, asset service fees were included, my apology.


MS. SCOTT:  Mr. Elson, I am wondering whether it's best left to an interrogatory, rather than having the witness kind of answer this on the fly.


MR. ELSON:  Okay.  I think what I have so far is helpful, that there are some items.


So when you say items that wouldn't have been included in the economic assessment, what about the calculation of the LUEC of 6.5 cents per kilowatt-hour?  Would these items have been included in that calculation?


MR. BLAZANIN:  Not all of these items would have been included in the calculation.


MR. ELSON:  If you could turn back to chart 1, just back one page, and you’ll look and you will see that the total Pickering operating costs for 2021 are at 1654, that figure, and just remember that for a second.


And if we could turn to Board Staff 116, so here the figure for 2021 is 1395.  Can we turn to ED 38 -- sorry, it's GEC 38, my apologies.  Here for '21, the figure is 1527.


So we have three different figures here for Pickering's operating costs.  I was going to ask you to let me know what the differences are.  But I think, from the sounds of it, it would be better to do this by way of undertaking.


So could you undertake to reconcile ED 18, Board Staff 116, and GEC 38, and let us know what the differences are and what costs were included or excluded as between the three?


MR. KEIZER:  That’s fine.


MR. BLAZANIN:  We will undertake.


MR. MILLAR:  JT2.4.

UNDERTAKING NO. JT2.4:  TO RECONCILE ED 18, BOARD STAFF 116, AND GEC 38, AND ADVISE THE DIFFERENCES WHAT COSTS WERE INCLUDED OR EXCLUDED AS BETWEEN THE THREE.


MR. ELSON:  And of all the costs included in those three interrogatories, could you undertake to let us know which were included or excluded from the economic assessment of Pickering, including the calculation of the 6.5 cents per kilowatt-hour?


MR. BLAZANIN:  We will take that undertaking.


MR. MILLAR:  Is that part of the same undertaking, Mr. Elson?


MR. ELSON:  Let's do another undertaking.


MR. MILLAR:  JT2.5.

UNDERTAKING NO. JT2.5:  OF THE COSTS INCLUDED IN ED 18, BOARD STAFF 116, AND GEC 38, TO ADVISE WHICH WERE INCLUDED OR EXCLUDED FROM THE ECONOMIC ASSESSMENT OF PICKERING, INCLUDING THE CALCULATION OF THE 6.5 CENTS PER KILOWATT-HOUR


MR. ELSON:  And could you explain, in each case when numbers were not included in the economic assessment, why that was the case?


MR. BLAZANIN:  We will provide the basis for not including certain values in the economic assessment.


MR. ELSON:  And could you please calculate the LUEC that would include all of the costs that were included in each of those, in each of those interrogatory responses for the test period years as another undertaking?


MR. KEIZER:  I don't think we are going to do that.


MR. ELSON:  I am just trying to have a comparison between what was included and what wasn't.  So it could be by way of a LUEC, or just somehow a monetary figure to let us know the difference between the total costs and what were included in the economic assessment.  Can you provide that?


MR. KEIZER:  Well, I think the point is we calculated an economic assessment and obviously, whatever went into the economic assessment, OPG believes the correct and proper numbers were included.


Therefore, taking other numbers and putting them into the assessment which have no basis to be there, at least in the view of the OPG, is a number that OPG doesn't believe to be relevant.


So we are not going to undertake to do that.


MR. ELSON:  With respect, Mr. Keizer, I think our role is to test that evidence, and what we are asking for is pretty simple.


You can provide it in a different way, if you wish to provide the percentage of costs of the total costs, all-in costs that are and are not included, if that would address any concerns that you have.  If not, that's a refusal --


MR. KEIZER:  I think I have expressed my concerns in respect of doing that calculation.


MR. ELSON:  Okay, I think that should be fine.  My understanding is that the -- we will be able to calculate that on our own, that the undertaking response in doing the reconciliation will let us know what was included and what wasn't included.  We will have to take a look at the undertaking response and go from there.


Can you turn to 6.5 ED 28, and so if you scroll down, continuing to H – actually, I am looking at I here.  This shows Pickering's incremental capital cost in 2021 as being 978.


MR. BLAZANIN:  The actual value is 987.


MR. ELSON:  My apologies, I am guilty of doing that frequently.


Can you reconcile this with what was in the undertaking -- sorry, the interrogatory responses we discussed previously, which were ED 18, Board Staff 116 and GEC 38?


It may be the same as the previous answer, but if we could get a separate undertaking, that would be helpful.


MR. KEIZER:  Sorry, just, as I recall those three, they dealt with the overall Pickering costs.  This is incremental capital and OM&A, so I don't understand what you are asking us to reconcile relative to those numbers of the previous three.


MR. ELSON:  What of the overall costs aren't included in these incremental numbers.


MR. KEIZER:  Sorry, in other words, what of the total doesn't -- aren't incremental OM&A and capital; is that what you are saying?


MR. ELSON:  I guess you could say provide a table of the Pickering costs that were not included in Table I in ED 28 that were included in the other interrogatory responses.


MR. KEIZER:  In other words, just so I -- sorry, I don't mean to be stupid, but what you are saying is you want to understand all other costs that would add up to that total, excluding the incremental OM&A and incremental capital; is that right?  Incremental capital and total OM&A.


MR. ELSON:  I am trying to determine what kinds of costs or what cost categories were not included in this number here out of the overall costs.  By "this number here" I mean the 987 on page 4 of ED 28.

MR. KEIZER:  I leave it to -- I think I understand what you are asking about.  Maybe the witness can help.


MR. BLAZANIN:  So these are the incremental costs associated with extended operations over and above our normal operating cost.  They are in constant dollars in 2015 dollars, so there is various steps in terms of reconciling the overall values from this.  This shows the incremental cost in total.


MR. ELSON:  And so can you provide a table of the Pickering costs that were not included for the purposes of this table and this cost-benefit analysis, along with an explanation as to why they were not included?


MR. BLAZANIN:  That would have been part of that previous question, I think, or undertaking that you asked.


MR. ELSON:  Okay.  That's fine.


I am getting to the end here, and I am trying to get at the amount of Pickering's power that is -- would be used versus exported over the test period.  And so maybe the best way to ask about that is if OPG could provide a table showing the anticipated annual output of Pickering and the annual decrease of Ontario's power exports in a scenario where Pickering wasn't there so as to show us how much power is being exported as a result of Pickering.


MR. KEIZER:  Well, I don't -- first of all, I guess I am struggling to understand the causal connection that you are reaching with respect to the operation of Pickering relative to the exports and relative to all the other variables that happens within the context of the electricity marketplace and the balancing of that market by the IESO.


So I don't know if it's even a calculation we can do, and I am not quite sure I understand the relevance of the question in the context of this proceeding.


MR. ELSON:  In terms of feasibility, if you could look into it and provide it on a best-efforts basis, that would be appreciated.  In terms of relevance it relates to a better understanding of the cost-benefit analysis of Pickering extended operations.


MR. KEIZER:  Maybe the way we can leave it without getting into a lot of back and forth is that we will look at the question.  If we -- and if we believe it not to be relevant we will indicate as to reasons why.  And if we believe there is a semblance of -- or there is a basis of relevance then we will indicate whether we can or cannot do the calculation.


MR. ELSON:  That works.


MR. KEIZER:  And if we can, what nature of qualification is associated with that calculation.


MR. MILLAR:  JT2.6.

UNDERTAKING NO. JT2.6:  TO CONSIDER MR. ELSON'S QUESTION FOR RELEVANCE, AND ADVISE WHETHER IT CAN BE ANSWERED AND REASONS WHY OR WHY NOT.


MR. ELSON:  Thank you, and if you will allow me a minute to look through here.  I believe I am done, though.


I am going to ask one more question.  And I think what I am looking for is the position of OPG on this issue.  So hopefully I can summarize it quickly.


One of the issues that Environmental Defence is exploring is the cost -- the alternatives to Pickering extended operations, for example, in the year 2021.  And if it turns out that there are far cheaper alternatives, it would appear to us that that would be a factor that would suggest that the costs provided to OPG for Pickering should be lower, the rationale being, why provide more than what would be a market price, you could say.


Is that something that OPG would object to in terms of the actual idea and in terms of the ability of us to make that argument in this proceeding?


MR. KEIZER:  Well, maybe I will deal with one part; that is, your ability to make -- you can make whatever argument you wish.  Whether the Board considers it or gives it weight, I guess that's something to be seen.


With respect to the factual positioning or considerations related to OPG, I guess there is two parts of it.  One is with respect to what this Board has the ability to do in terms of setting payment amounts or applying a market analysis with respect to that payment amounts.  I don't think that forms part of OPG's application.  It's not part of their position, and you are free to argue whatever you'd like.


MR. ELSON:  Thank you, that's helpful.  I have no more questions.


MR. MILLAR:  Thank you, Mr. Elson.  Ms. Grice, are you prepared to go?


MS. GRICE:  I am, thank you.

Questions by Ms. Grice:


MS. GRICE:  Good morning, panel.  I am hiding here behind the post.  So I'll just...


Okay.  My first question is a follow-up from panel number 1.  They suggested that I ask you a couple of questions that I have regarding interrogatory CCC number 20, and that's part of issue 4.3.


So the response to part (b) talks about, turbine controls on unit 2 will be replaced at a later date outside of the DRP.  And my question was, what year do you expect that this work will be undertaken?


MR. LAWRIE:  OPG has not defined the year that that work will be undertaken, but it will be after unit 2 return to service from the refurbishment.


MS. CARMICHAEL:  And outside of the rate period.


MS. GRICE:  Would you expect that it would be in the first five years?  Is it that sort of time frame?


MR. LAWRIE:  We haven't confirmed the time frame.


MS. GRICE:  Okay, do you have an idea of cost for that work?


MR. LAWRIE:  We don't have a firm cost for that work.  It hasn't been planned or scheduled yet.


MS. GRICE:  And in terms of the production impact of that work, do you have any information on that?


MR. LAWRIE:  No, we don't.  Again, it comes down to the planning and the planned execution of that work, which hasn't been done, so we couldn't identify an impact on the generation.


MS. GRICE:  So the work, was it at one time in the DRP budget?  Could you tell me a little bit about what the cost was when it was part of the budget?


MS. CARMICHAEL:  We don't have the answer to that question, because the DRP panel would have been able to determine what was in the original budget or not.  We don't have that information.


MS. GRICE:  Could I get an undertaking to get that information?


MR. KEIZER:  Sorry, just so I understand, you want the budgets or the -- whether there was any budgetary numbers associated with the turbine controls?  Is that what you’re asking?


MS. GRICE:  Yes.


MR. KEIZER:  And at any time within the context of the DRP project, is that correct?


MS. GRICE:  Yes, that would be great.


MR. KEIZER:  And you want that notwithstanding that turbine controls aren't going to be implemented in the context of this five-year test period?


MS. GRICE:  Yes.


MR. KEIZER:  And can I understand why that would matter, if it's not in the context of this proceeding.


MS. GRICE:  I am just trying to understand because the budget -- 800 million, as we discussed with panel 1, has been moved out of the DRP budget relating to OM&A and capital costs, and this is another capital project that has also been moved out of the original DRP budget.


So we are just trying to understand or compare the trends -- the budget over time.


MR. KEIZER:  I think we can undertake to look for that number, and see if that number does exist.


MR. MILLAR:  JT2.7.

UNDERTAKING NO. JT2.7:  TO ADIVSE THE BUDGETARY NUMBER FOR TURBINE CONTROLS


MS. GRICE:  Thank you.  My next question is regarding issue 4.2, and it's AMPCO Interrogatory No. 17.


In this interrogatory, you provided a table at attachment 1, and I wondered if it's possible to get that table electronically.


I know there is confidential information, so we'd have to figure out how to do that.  But is there is a way to get that table electronically, even if it is confidential?


MR. KEIZER:  Can I have a moment?  Sorry, I guess subject -- I guess I want the clarify.  When you say electronically, what do you mean?


MS. GRICE:  Is it an Excel file?


MR. KEIZER:  Oh, I see.  You want to extract the data from the table, is that it, just for ease of reference?


MS. GRICE:  Yes.


MS. CARMICHAEL:  It would have been done on an Excel file originally and PDF’d.


MR. KEIZER:  I think the only conundrum we have really is dealing with the confidential information, which we have typically not, I think, given in that format before.


So I think we could under undertake to provide you the table in electronic format in respect of the non-confidential material, and then OPG would have to take under advisement as to how to deal with the confidential material.


If it can provide it to you, it will.  If it can't or there is concerns, we will obviously highlight that within the undertaking response.


MS. GRICE:  Okay, that's fine.  Thank you.


MR. MILLAR:  So that's JT2.8.

UNDERTAKING NO. JT2.8:  TO PROVIDE IN ELECTRONIC FORMAT THE TABLE IR 4.2 AMPCO 17, IF POSSIBLE


MS. GRICE:  Okay.  My next question is under issue 4.4, and it's SEC Interrogatory No. 46, attachment 1.


So I am just looking at the first line on that form and it says:

“This form should not be used for over-variances in excess of 20 percent of cost or schedule or both."


I just wondered, when you do have an over-variance in excess of 20 percent, is there a different form that's filled out?  I guess, how do you handle reporting on that information?


MR. LAWRIE:  When there is a variance in excess of 20 percent, we will proceed with a superseding business case.


MS. GRICE:  Okay, thank you.  This is just something I just wanted to clarify.


In the evidence at Exhibit D2, tab 1, schedule 3, which is your evidence on your capital projects, you have a bunch of business cases and supporting information that's been filed at attachment 1.


And I don't know that – well, I guess when we get to it.  But I noted that for different projects, there is different forms filed.  So for example, for tab 1 it's a project over-variance approval form.  For tab 2, it's a type 3 business case summary.  Tab 4 is a business case summary.


Can you just explain sort of why different information is filed for each project?  Is it because of the evolution of the project, where it's at?


MR. LAWRIE:  We use the business case process to release projects, depending on the phase of the project.  And depending on how the project progresses, we will have a phase 1, phase 2 release of the project in different business cases.


Our business case process also includes how to handle variances to the final execution approved business case.  As you discussed earlier, there was a variance document that's used for variances less than 20 percent and a superseding BCS.


MS. GRICE:  When would you use a business case summary; at what stage is that project in?


MR. LAWRIE:  Once the project has completed its conceptual work that's funded from OM&A conceptual funds, it's basically the project has been identified, it's been approved by the asset investment screening committee to proceed, a small amount of funds are released to work up the preferred alternative.


Once we have a preferred alternative, we will get into the definition of phase of that business case.  So a business case will be produced and presented, based on the preferred alternative.


MS. GRICE:  Okay, thank you.  The next question is regarding issue 5.1, and it's AMPCO Interrogatory No.108.


In this interrogatory, you provide the actual production forecast for nuclear.  And I just wondered, at the time when you set up your estimate for this nuclear forecast for 2010 to 2015, do you attach a confidence level to that estimate?  Do you say it's a confidence level of P-50, for instance?


MS. CARMICHAEL:  No, that's not how we develop our generation plan.


MS. GRICE:  So do you attach any confidence level at all to the estimate?


MS. CARMICHAEL:  No.  The generation planning process is aligned with how we've been doing it, how we have been doing this methodology for many years and it's aligned to the industry methodology, and basically it's many variables put together including outage planning based on scope, duration of work, op ex that have been learned through doing years of certain scope, risk awareness of certain first of a kind work that might be needed to be done during outage, or risks that we know are apparent, adding FLR projections, looking at other losses like D rates, as well as potential losses due to lake water temperatures.


So all of these factors are considered at a pretty detailed level and based on that, we develop our generation plan that's then submitted through business planning and put into our rate application.


MS. GRICE:  Okay, thank you for that.  And then regarding the production forecast for 2017 to 2021, and given that Darlington is undergoing refurbishment and there are production assumptions in that business plan that has a P-90 confidence level, would you say that this production forecast then has P-90 attached to it?


MS. CARMICHAEL:  Yes, it does.


MS. GRICE:  Thank you.  Okay, this is just a quick clarification question under issue 6.2 Board Staff interrogatory 101, part (b).  In part (b) you were asked to provide details of the normalized total generating cost calculation.  And you provide in part 1 what the megawatts are.  I wondered if you could undertake to do that for items 2 and 3?


MS. CARMICHAEL:  So going to number 3, all we do is adjust it for the forecasted Darlington FLR that would have been assumed as 1 percent.  So that's pretty clear in number 3, I think.  Number 2, though, what we did was we looked at what the regular outage schedule would have been if we weren't in a refurbishment situation.


So it's a three-year cycle at Darlington.  So we just basically added back standard outage for those outages that would have occurred, say, in unit 2 if it wasn't being refurbed, but I can give you that information.


MS. GRICE:  Yes, that would be great.  Thank you.


MR. MILLAR:  It's JT2.9.

UNDERTAKING NO. JT2.9:  TO PROVIDE THE INFORMATION FOR ITEMS AND 2 AND 3.


MS. GRICE:  Okay, and then I just have a few questions on nuclear fuel costs and then I will be almost done.  So if we can turn first to interrogatory CCC number 29.  And this is regarding issue 6.3.


MS. CARMICHAEL:  Could you give the IR number, please, again?


MS. GRICE:  Oh, sure, it's CCC number 29.  Oh, I am sorry.


Okay, in this interrogatory, starting at line 32, it says that:

"Uranium prices have been lower than forecast in 2013 and 2014, resulting in lower prices for new fuel in those years and into 2015."


And later on in the interrogatory it talks about lower costs as well in 2016.


So essentially uranium prices have been lower than forecast for the years 2013 to 2016.  And I just wondered if you expected this trend to continue and have you included that trend in your estimate over the plan?


MS. CARMICHAEL:  What we include in our forecast for uranium prices is based on what the industry expectation is.  So whatever the experts, I guess, in that field forecast is what we include in our projected fuel cost price.  And I don't know what the long-term uranium price expectations are.


MS. GRICE:  So what did you include in your estimate then?


MS. CARMICHAEL:  Whatever the uranium experts provide us with the forecast in the industry.


MS. GRICE:  So it's at that time when you make the purchase?


MS. CARMICHAEL:  No, for our forecasting purpose we would include what the expected price of uranium long-term would be.  We do have some contracts, though, which we would, if we know the amount and the dollar associated with that, would include that in our forecast.


MS. GRICE:  Sorry, I have myself a little confused now. I'm not -- so you do have a forecast of long-term uranium prices that you have put into your estimate?


MS. CARMICHAEL:  It would be based on either contracted prices or expected prices for spot market or purchases or things like that.  So there is a variety of cost estimates, I guess.


MR. KEIZER:  I just note, Ms. Grice, that at line 33 of the IR it says:

"OPG uses a uranium price forecast based on the annual composite average of UX consulting companies, spot price forecasts, input of modelling, existing..."


And it goes on from there.


MS. CARMICHAEL:  Yeah, so that --


MS. GRICE:  Okay.  Thank you.  Do you have that?  Do you have their spot price forecast?


MS. CARMICHAEL:  I could undertake to get that forecast for spot prices, but again, there are also existing contracts, as mentioned in line 35.


MS. GRICE:  Okay.  But that would be helpful, actually, thank you.


MR. KEIZER:  Just one qualifier is that I am not certain whether or not the forecast itself is proprietary, so we maybe have issues of disclosure and confidentiality associated with it.


MS. CARMICHAEL:  And contract prices.


MS. GRICE:  Okay.  My next question --


MR. MILLAR:  So the undertaking is JT2.10.

UNDERTAKING NO. JT2.10:  TO PROVIDE THE FORECAST FOR SPOT PRICES FOR URANIUM.


MS. GRICE:  Thank you.  My next question is regarding VECC number 26.


MS. CARMICHAEL:  Is that the same issue?


MS. GRICE:  Sorry, yes, same issue.  And in this interrogatory it mentions zirconium costs as a key component in fuel bundles.  And I just wondered if you could talk a little bit about -- just about the percentage of costs of zirconium and what the trend expectation is over the test period for those costs.


MS. CARMICHAEL:  I don't know how much as a percentage zirconium makes up of the total cost of fuel, and I do not know what the future forecast price of zirconium is.


MS. GRICE:  Okay.  But it's lot less than uranium in terms of percentage as a component percentage.


MS. CARMICHAEL:  I can't say that for sure --


MS. GRICE:  Okay.


MS. CARMICHAEL:  -- because zirconium makes up quite a large cost for the fuel bundle component, so I would have to go back and check the percentage of costs related to various materials.


MS. GRICE:  Okay, thank you.


Can you turn to AMPCO number 116, please.  And I know this information is confidential, but I wondered if we could just talk directionally what the trend is in terms of nuclear fuel processing costs during this time frame and then also from 2017 to 2021?  Are we able to do that?


MR. KEIZER:  Sorry, by "directionally" you mean whether the costs are going up or going down?


MS. GRICE:  Yes.


MR. KEIZER:  I think that's fine.  We are not disclosing the actual values themselves.


MS. GRICE:  Okay.


MS. CARMICHAEL:  Just one moment, please.


MR. KEIZER:  So if we just have a moment.  We have to find it for them.  So I think the witnesses now have that document.


MS. CARMICHAEL:  So directionally from 2010 to 2021, there actually is a small decrease.


MS. GRICE:  Can we just break it down?  Can we talk about what's going on between 2010 and 2016?


MS. CARMICHAEL:  2010 to 2016 it increases, and then directionally it goes back down to 2021.


MS. GRICE:  Okay, thank you.


I just need to clarify just a few things in the evidence.  So if we can turn, please, to Exhibit F2, tab 5, schedule 1, page 2.  So in the first bullet there it says that:

"OPG's average price of uranium concentrate in a fuel bundle is forecast to decrease from 162.2 kilograms Canadian to 141.71 by the end of the test period."


Would you be able to provide what year reflects the $162.2 per kilogram?


MS. CARMICHAEL:  According to the evidence, it looks like it's 2013.  It talks about 2013 to 2021, and the analysis at the end also talks -- on that same page, row 9 -- about the impact of the change from 2013 to 2021, and the bar chart shows 2013.


MS. GRICE:  Okay, I just wanted to be sure.  Thank you.  In the second bullet, the evidence talks about the conversion price.  I just want to make sure, that's the same thing we were talking about in AMPCO 118, the processing -- hang on here, sorry.


The nuclear fuel processing cost; is that the same thing as the conversion price?


MS. CARMICHAEL:  I’ll have to check that.  But according to the evidence, there is conversion services and nuclear fuel bundles broken out, and I will have to translate to see whether that's included in the processing.  I can find that out at the break.


MS. GRICE:  Okay.  That would be great, thank you. So under bullet number 2, it says that the conversion price is increasing from 2013 to 2021, and I just wondered if you could just talk about what accounts for that increase.


MS. CARMICHAEL:  So according -- if you look at the evidence, the same evidence, page 10 of 11 talks about conversion services and it talks about the new agreements entered into, and that the agreement is indexed with inflation and subject to cost adjustments.


So that would be driving the changes in conversion costs.


MS. GRICE:  Okay, thank you.  And would those same reasons apply to the increases in the manufacturing contract price?


MS. CARMICHAEL:  The manufacturing price also has a contract.  However, much of the costs are related to zirconium costs, as we discussed earlier.  And so changes in those costs will also impact manufacturing costs.


MS. GRICE:  Okay, thank you.  If we can go to page 3 of the evidence, please, chart 2, which shows the uranium concentrate prices.  We wondered if we would be able to get a chart that shows the data points that apply to this chart.


MS. CARMICHAEL:  Could you be more specific, please?


MS. GRICE:  Well, for instance, the OPG average purchase price, if we could actually get the numerical values that correspond to that line.


MS. CARMICHAEL:  If it's not under confidentiality rules, we could provide that.  I will have to check that.


MS. GRICE:  Okay, and we'd be looking for that data for all three lines.  And we were wondering if, for the uranium spot price, you could extend the line to incorporate current data up to November 2016.


MS. CARMICHAEL:  I can provide information as long as they meet confidentiality rules.  I will take an undertaking to provide what we can.


MS. GRICE:  Okay, thank you.


MR. MILLAR:  It's JT2.11, and it's providing the data points and potentially updating chart 2 at page 3 of F 2, tab 5, schedule 1.

UNDERTAKING NO. 2.11:  TO PROVIDE THE DATA POINTS AND POTENTIALLY UPDATE CHART 2 OF EXHIBIT F2, TAB 5, SCHEDULE 1, PAGE 3


MS. GRICE:  Okay.  I just have a question on page 6 of the evidence.  It says at line 28 that OPG's projected closing year-end nuclear fuel inventories are expected to reach the target level by the end of 2019.


Can you just explain then what happens to the inventory levels for 2020 and 2021?


MS. CARMICHAEL:  So there is a target level of inventory that we require to maintain.  And as we approach the refuelling period of the unit 2 refurbishment, we are required to -- we will have to load a large amount of fuel into the reactor one-time load.  So we need to ensure we have sufficient inventory for that, and then also to ensure we have sufficient inventory for the needs of the other units.


So we plan our inventory targets to accommodate this sort of unique I guess unique circumstance that's going to happen.


MS. GRICE:  Okay, thank you.  Just a question on page 8, chart 4.  And I guess I just want to confirm that under pricing, the acronym MR, market related, that that relates to spot market purchases; is that correct?


MS. CARMICHAEL:  No, that would not be correct.


MS. GRICE:  Oh.


MS. CARMICHAEL:  Market related could be a contract that we have long-term, which will have an adjustment factor incorporated in it, depending on sort of what the market is at the time for uranium.  And so it could have various terms and conditions that are driven by market changes, but this would not be necessarily a spot purchase.  A spot purchase would be at that time what the market rate is.


MS. GRICE:  Okay, thank you.  And there’s no contracts passed 2015.  Do you have a forecast of when you need to go out for a contract?


MS. CARMICHAEL:  I don't have the date.  But if you look at the contracts awarded, they do have a first delivery of 2017 and then go out for another six years.  So it will take us to 2024, I guess, which is passed the rate application period.


MS. GRICE:  Okay, thank you.  One last question on nuclear fuel costs; it has to do with the fuel oil expense.  And I am looking at Exhibit F2, tab 5, schedule 1, table 1, which is the summary of the nuclear fuel costs.


So that's F2, tab 5, schedule 1, table 1, just at the end of that exhibit.


MS. CARMICHAEL:  Yes.


MS. GRICE:  Okay.  So fuel oil is constant over the test period, and I just -- if you could explain why that is, when production is decreasing.  I am just not quite clear on that number.


MS. CARMICHAEL:  So fuel oil is basically oil that's required to put into our generators, that are constantly required to be tested to ensure that they are operating appropriately and equipment is running for safety reasons. So this is just a standard requirement to test these large generators, and these are the fuel costs associated with that.  So therefore, they are not variable to production.

MS. GRICE:  Okay, thank you.

And I just have one question left in a completely different area under issue 7.1.  And the reference is G2, tab 1, schedule 1, page 2.  And it has to do with Cobalt-60 production at Darlington.  And the evidence says that OPG and Nordion are examining a new opportunity to develop the capability to produce Cobalt-60 at Darlington after Pickering ceases operation.

And I guess my question is -- and I understand there is a business case that's being developed, and it will be ready in 2017, and that was in a VECC interrogatory.

But can you just talk about if the Cobalt-60 production at Darlington -- if OPG is planning the same approach as what was done at Pickering, and if it is different if you could explain what the differences are?

MS. CARMICHAEL:  Are you -- just for clarification, are you asking me a technical question as to how we would be modifying our units at Darlington to extract Cobalt-60?

MS. GRICE:  I guess if it's significantly different than what you are doing at Pickering, that would be helpful.  Or -- and just explain why you would do it differently.

MS. CARMICHAEL:  Well, I am not a technical -- I am not an engineer, but my understanding is that it would require some significant modifications to Darlington.  The technology from Pickering to the Darlington units is three evolutions of CANDU technology, so there would be changes definitely required.  And that is why a business case would have to be developed to ensure that there is economic reasons to endeavour into making those modifications.

MS. GRICE:  So the approach that is being used at Pickering, is that not applicable to Darlington, or could it be done that way?

MR. LAWRIE:  The reactors -- or designs are different in terms of how we would access the areas where we have the cobalt rods inserted.  So fundamentally it will be different equipment, different methodologies for harvesting.  There is different outage periods.  So there are a number of considerations that make it substantially different from Pickering, and we are just starting now the planning phase to see what would be involved, obtain lessons learned from Bruce Power and others that have similar setups, and put forward a business case to see whether or not it's viable.

MS. GRICE:  Okay, thank you, that's the end of my questions, thank you.

MR. MILLAR:  Thank you, Ms. Grice.  We will take our morning break, returning at 11:25, where we will start with Mr. Dumka.
--- Recess taken at 11:14 a.m.

--- On resuming at 11:29 a.m.


MR. MILLAR:  Welcome back everyone.  Mr. Dumka?


MR. KEIZER:  Actually, Mr. Millar, if we may just have a moment.  We have two things, two answers from this morning we just want to provide some clarification in respect of before Mr. Dumka proceeds.


MR. MILLAR:  Okay.


MS. CARMICHAEL:  Yes.  So one of the questions was what makes up the processing costs compared to the evidence, and the processing costs have both the conversion costs and the fuel bundle manufacturing costs included in it.  So it's one lump sum.


MS. GRICE:  Okay, that's great.  Thanks for that clarification.


MS. CARMICHAEL:  And the other clarification I would like to make is when we were discussing production planning  development, the final question was around the Darlington refurbishment unit and at what confidence level that unit was put into the production plan, and I said P-90.  So the duration for P-90 for that unit was incorporated into the production plan.


But the rest of the production plan, the typical outages that are planned are not planned based on a P-50, P-90 process.  I just wanted to clarify that.


MR. MILLAR:  Okay, thank you.  Mr. Dumka?

Questions by Mr. Dumka:


MR. DUMKA:  Hello, panel.  I am Bohdan Dumka, and I am with the Society of Energy Professionals -- over here, hiding behind the post there.


I am just going to look for some clarification on a handful of our questions, and they are all Exhibit L, tab 6.2, schedule 19.  And I believe all those questions focus on Exhibit F2, tab 1, schedule 1, and its attachments.


The first one I'd like to flip up is Society question number 3.  Basically, what we did here is we asked for some clarification on the Goodnight Staffing benchmark gap to industry pears, and that's provided in part (a).  My question is actually looking for some clarification on part (b), which the question was:  Will the 2016 year-end staffing profile by categories providing in answer to A be substantially maintained through '17 to '21, or will there be material changes.


So we flipped up to (b), the response in the middle there – well, it says more or less it will be at that level; staffing will change for reasons beyond the benchmark scope, particularly in operations and maintenance.  However, after taking the anticipated operating changes into consideration, the resulting FTEs will be, you know, the same as the benchmark.


Could somebody just provide some clarification on the middle of that answer, the staffing will change for reasons beyond the benchmark scope, et cetera?


MS. CARMICHAEL:  Well, what that answer means is that benchmarks are based on steady state operations, so based on 10 units being in steady state.  And due to the fact that Darlington is under refurbishment, and as well as we begin Pickering end of commercial operations and we approach that, the benchmark itself will likely change because the calculation is based on how many FTEs you would need for operating units and base operation, so not all extra work that we are endeavouring to take to extend operations as well as do DRP.


MR. DUMKA:  Okay, fine.  If we can go to the next Society question, that's 4, and these questions are around the 18-month human performance error rate chart.


I am looking for clarification on parts (a) and (c).  And in part (a), we were looking for, you know, target levels, et cetera, for '19 and beyond.  And the response, if we get that up, is:
“Chart 1 presents the human performance error rate,” et cetera, et cetera et cetera.  “Please see response to SEC 54 in reference to the '19 targets.”


So I just want to get some clarification because there are a number of points where I know we have asked for targets beyond '19.


Now, perhaps I will give you my understanding.  If I understood your response to the SEC IR, you are saying that you do the detailed targets, et cetera, for three years up to 2018.  And then beyond that, you have got three -- I will call them primary targets that you set, and that's it.


So if I understand this correctly for – we’ll call it the multitude of measures that you have, you only provide targets on a three-year basis in each business plan.


Is that more or less what the SEC 54 response is saying?


MS. CARMICHAEL:  The business planning -- so, yes.  The business planning process is a three-year time frame.  So within that time frame, we benchmark against the 20 metrics and then we set targets against the 20 metrics.  So for the three-year period, we have the annual targets for each of those 20 metrics.


And to do basically another three years, we do a financial process whereby which we develop the generation plan, which are most of those other targets that you referred to, and then develop the financial plan based on that.


So, yes, the answer is three years are the annual targets for all 20 benchmarks, and the remainder of the ones required to do generation planning are done for a longer time period.


MR. DUMKA:  To put this in -- look at it a different way, if I am a director or VP who is accountable for the human performance error rate -- pick whichever one of the number of measures that you have -- is there a long-term target for that to maintain the focus and the direction on achieving a long-range target?


It could be, let's say, your third year target, or whatever else.  But there is some sort of -- I will call it long-range target that each of the accountable executives have in terms of hitting this.  Would that be a fair way of viewing things?


MS. CARMICHAEL:  We set specific targets for three years out.  However, the expectation is that our metrics do not worsen.  So the expectation is that if you are the HP performance manager, that you are driving towards that target and better, continuously trying to improve against those metrics.


One of the things around setting targets is also you need to understand where the industry is going.  So that is why it is important to do the benchmarking analysis.  So if the industry numbers are changing, we can redirect those targets.  And so three years out is what we expect to have, you know, be able to forecast, I guess.  But the longer outs, we would try to redirect them based on benchmarking results.


So is the benchmark could be getting better, or could be getting worse, so we will drive that performance in the longer term.


MR. DUMKA:  Okay.  And I assume through benchmarking, you may find some relevant unknown factors which are influencing the benchmarking.  So I guess it would give you something to take into account in terms of your long-term forecasts for these measures, you know, in terms of things to counteract, because it seems like the industry has got an issue with this factor in the metric.


MS. CARMICHAEL:  Yes.


MR. DUMKA:  Yes.


MS. CARMICHAEL:  Or they have also managed to address an issue, and we would learn through op ex what they are doing and look at implementation at OPG.  So it could go either way.


MR. DUMKA:  Yes, understood, okay.  I want to just get some clarification on part (c) of that particular IR, and that was to provide the estimated annual cost for the human performance initiative and estimated benefits for 2014 to 2021, as well as reduce lost generation in gigawatt hours to human error.


So looking over the question -- or the answer, the first sentence is:

“There is no incremental costs associated with the human performance initiative, as the activities targeted are prioritized within the fleet operations and maintenance work program.”


We weren't really looking for incremental costs.  Presumably, if you’ve got an initiative within your program, there are some associated costs with that.  Can you provide a ballpark estimate?  Is it $100,000 a year or whatever to deal with that particular initiative?


MS. CARMICHAEL:  No, I can't give that information, because I don't have that information.  What happens is around particularly this initiative is that it's a level of effort initiative.


So work will be redirected to focus on this, strategies or goals and objectives of the teams will be redirected to drive better performance in this area.  So this one, in particular, is around behaviours and level of effort activity that would be just a balance of, you know, do you work on this or do you work on that, and we direct them to work on this.


And so that's why I don't have a general calculation of extra costs, because there are no incremental costs associated with this.


MR. DUMKA:  Okay.  So I guess you haven't done any sort of NPV calculation in terms of the benefits derived from going down this path?


MS. CARMICHAEL:  Well, we don't do an NPV calculation or a business case on this.  But we do know the costs associated with not doing this --


MR. DUMKA:  Yeah.


MS. CARMICHAEL:  -- and that's the, you know, that's the negative impact of not doing this and focusing our members on this particular initiative, because the impact to OPG is very significant from a production/revenue perspective, and so we do know the cost of not doing this initiative.


MR. DUMKA:  Have you quantified that cost?  You say in 2013 you lost about 2.4 terawatt hours of lost generation, and so you've got the assorted improvements.  So have you got -- have you ballparked what the benefit is in terms of reducing the lost terawatt hours?


MS. CARMICHAEL:  The benefit is that we don't lose terawatt hours and that we actually meet our generation plan, because these losses are above and beyond what we have in the plan, so they create substantial losses to us, and so that is the -- the benefit would be no human performance errors resulting in lost generation.


MR. DUMKA:  Okay.  So further to my first question, you know, in terms of long-range targets, I guess then what you are effectively saying is that OPG is targeting for as close to zero lost terawatt hours in nuclear generation.  That's what you are striving to hit.


MS. CARMICHAEL:  Yes.  We have losses forecasted through outages, other losses that we talked about earlier.


MR. DUMKA:  Yeah, right.


MS. CARMICHAEL:  But our objective for this particular initiative is to reduce human performance events that impact generation so that the net impact is zero to our generation plan.


MR. DUMKA:  Okay.  I just want to flip to Society Interrogatory No. 12 just for a moment.  And this is on the day-based maintenance initiative, et cetera, and direct savings of 4-and-a-half million, et cetera.  And we asked about:

"The secondary benefits from implementing the initiative are expected to induce/reduce employee fatigue, lower human performance error rate, less rework, and higher work task completion rates."


And the response is that there has been no estimate of these secondary benefits, et cetera.


I guess it would be fair to assume that the savings that you would get in fact would be reflected one way or another in your human performance initiative we just talked about, right, which is reducing lost terawatt hours, et cetera, because presumably if you have got less fatigued workers who are prone to less error, then overall there is going to be a, you know, benefit through all that, and there could be an impact on the lost nuclear generation we just talked about.


Would that be a fair assessment in terms of secondary benefit value?


MS. CARMICHAEL:  Yes.  As the answer says, the reduced employee fatigue would be one of them, which would most likely lead to less human performance errors.


MR. DUMKA:  Right.  And it's not for this panel, it's the next panel, but in terms of the lost-time accidents, et cetera, of staff, this is another factor that would come into play in terms of minimizing workforce accidents.


MS. CARMICHAEL:  It would be related to safety.


MR. DUMKA:  Yeah, okay, that's fine.


I want to -- if you could put up Society No. 5.  And it's part (a) and B I would like to get some clarification on. And part (a) was:

"Please provide the definition of the equipment reliability index."


And there is sort of a very high-level qualitative, if we look at the answer, qualitative explanation.  You know:

"The maximum ERI score is 100, the indicator reflects key areas of performance beyond those typically used for generation and system health alone."


Could you elaborate on what you mean by "it reflects on key areas of performance beyond those typically used for generation and system health"?  This is sort of a fuzzy reply.  I was actually looking for, you know, This factor equals numerator, denominator defined as this and that, and I just sort of -- I find this not as helpful as it could be.


So I am wondering if, A, you could explain that third sentence a little further and if you can actually provide the definition.  It looks like it's a well-known industry factor?


MS. CARMICHAEL:  Yeah, so the -- what the, I guess the third sentence is saying is that we have our key indicators, so key metrics which we talked about was the 20 key indicators, and then there are many other indicators that the company and the industry as a whole uses to drive performance, and so these are at just a little lower level, and that it is an index of these various metrics.


So I don't know what the details of them are, and I can provide those details.


MR. DUMKA:  Okay, great.  If you could do that.


MR. MILLAR:  JT2.12.

UNDERTAKING NO. JT2.12:  TO PROVIDE THE DETAILS OF THE VARIOUS METRICS; ALSO, TO PROVIDE THE DRIVERS BEHIND THE INDEX AND EXPLAIN HOW THEY HAVE BEEN IMPROVING.


MR. DUMKA:  Now, going to part (b):

"Please provide the Darlington/Pickering actual ERIs for '12 to '15 and the targets for '16 to '21 and explain and discuss the ERI trends for Darlington and Pickering."


So if we flip over, we have got a chart, and I was -- and I understand why, as you have explained earlier, for '20 and '21 you don't have targets.  I was looking for more of an explanation as to what's driving that improvement, as opposed to just saying it's improving going forward.


Is it possible to provide a short summary in terms of what's driving the material improvement for both Pickering and Darlington?


MS. CARMICHAEL:  Are you asking us to provide the drivers behind the index and how they have been improving?


MR. DUMKA:  That's right, like what is driving the cause of the improvement.


MS. CARMICHAEL:  I believe we can do that.


MR. DUMKA:  Thank you.


MR. MILLAR:  JT2.13.


MS. CARMICHAEL:  I think we could probably make those two undertakings together, because we could list the index, the metrics, and then how we are doing and how they are improving and provide that explanation.


MR. DUMKA:  Right.


MR. MILLAR:  Okay.  That will all be JT2.12 then.


MR. DUMKA:  Thank you.


Going to Society No. 7, and this is the -- asking questions with regards to the parts improvement initiative. And I was hoping to get some clarification on the answer to part (b):

"Please outline the targeted improvements in the work order material request execution and need to use cycle time plan to complete for work orders with material request factors through the test period."


Those are ones you could really use acronyms for.  Anyway.


Looking at part (b), the work order with material request execution, and the definition of that from your evidence is the percentage of work with parts that was actually executed versus planned for online work.


And at -- so we have got some improvements there and the last bit, 2014 year-end, 13 week average, I am not sure what a 13-week average has to do with a factor that is expressed in percentages.  I couldn't link that to your answer.


MS. CARMICHAEL:  So metrics are usually based on sometimes not a specific point in time, but sometimes a rolling three years, sometimes there are various calculations, like the human performance error rate we talked about was an 18-month cycle.


This one is at 2014, so we are just showing the comparison.  At the time of 2014, the 13- week average was X and we have improved by 34 percent from that point.  So it was just setting the baseline for you and the calculation.


MR. DUMKA:  Okay, that's fine.  If we can go to Society question number 9, please, and this is with regard to the fleet-wide resourcing strategy.


And the second paragraph:

“The resourcing strategy's goal is to establish a long-term staffing overview for key functional areas, operation, maintenance and engineering, that manage the allocation of resources across the nuclear fleet.”

Now, is there is a staffing overview available now, the one that's referenced to in your reply?


MS. CARMICHAEL:  Could you please be more specific?


MR. DUMKA:  Sure.  You refer to staffing overview for key functional areas, so you say that you have that.  Is there such a staffing overview available for maintenance, operations and engineering?


MR. BLAZANIN:  So our business plan has a five-year outlook in terms of staff demand and FTEs required by these various functions, so that would be part of the five-year projection we have.


So there is a demand by these various functions, and this resource 18 looks at projected attrition, et cetera, that will occur over that time frame and determines where the appropriate hiring needs to take place to make sure we fill that demand.


MR. DUMKA:  So this long-term staffing overview is a subset of the staffing forecast that you've provided here?  Because you have got a separate one, you say here, for operations and another one for maintenance and another one for engineering.


That's how I understand what you've written here and what you have just said.  Is that correct?


MR. BLAZANIN:  Yes, there is longer term staffing view that takes into consideration beyond the five-year period, recognizing when Pickering shuts down, et cetera, so looking at all those aspects so we understanding when hiring is going to be required and when staff profiles are expected to decline.


MR. DUMKA:  Would it be possible to get the most recent version of that?


MS. CARMICHAEL:  Since it's outside of the rate period, I don't know if we should be providing that information.  It is a long-term view based on work that we have just begun, so I don't know if it would be appropriate to do that.


But the staffing plan that we have for the five years, based on the preliminary work and the work we have been working on through business planning, is incorporated into the rate application in FTEs per our evidence.


MR. DUMKA:  Fine.  Just one last question.  When was this approach initiated?  When did OPG start doing things this way?


MS. CARMICHAEL:  Just give me one moment.  If we go to AMPCO 05, it talks about the issues -- 1.2, AMPCO 5.  I thought there might be a date on the terms of reference, but there isn't.  So we could take -- we could probably get that answer to you during the day.


MR. DUMKA:  Yes, that's fine.  My last question is on Society interrogatory 9.5, and this is with regards to the all injury rate chart, and it's with regards to the answer provided for (c).


The question there is:

“Are DRP contractors included in the OPGN all injury rate?  If not, explain why not and what target will apply to these staff.”

And if we flip to part (c), it says that:

“DRP contractor workers who work for a vendor company are not included in the calculation of OPG's AIR.  Temporary workers who is are hired directly and work for OPG are included in OPG's AIR,”
 and there is a variety of reasons there.


What sort of targets are set in the long term for the DRP contractors, in terms of this particular metric?


MS. CARMICHAEL:  On page 4 of 4, it says that Darlington refurbishment AIR.  So these reports track the composite AIR against the Darlington refurbishment AIR target of .24.


MR. DUMKA:  What is the impact on a contractor not meeting the .24 target?  Is there any impact in the contracts you have with these companies?


I look at your chart and .24 is the DRP target, and I see that the contractors, or the data you provide in the chart are all substantially above that.


MS. CARMICHAEL:  In figure 1 -- are you referring to figure 1?


MR. DUMKA:  Yes, figure 1.


MS. CARMICHAEL:  Figure 1 shows that the OPG construction contractor AIR is below the industry.


MR. DUMKA:  But it's not below, or it doesn't approach the one that you have for yourself, which is .24.


That's my question.  Those are the industry figures, et cetera, but they don't approach your own target for your own staff.


And so my question is what are the consequences to contractors for being materially over your own internal target?  Are there any in the contracts?


MR. KEIZER:  Does this relate to the Darlington refurbishment contracts, that's the AIR against the Darlington refurbishment AIR target is .24?


I am not sure whether this panel is able to answer about what's in the Darlington refurbishment contracts.


MS. CARMICHAEL:  I would say that we cannot answer that question, that the DRP panel that was here yesterday would have been able to answer that question.  Each contract would most likely be different and they would be able to answer what those differences are, what's included or not included in their contract structure.


MR. DUMKA:  Well, maybe I can approach this from another way then.  With contractors engaged for non-DRP work, what is the -- is there a metric or a value for the metric that they have to meet in the contracts that you sign with them?


MR. LAWRIE:  Yes, so we have the ESMSA agreement with three of our contracting firms that provide support for executing our portfolio projects, as well as supporting outage overflow of PSA work, purchase service agreement work.


In those agreements we do have a scorecard that measures a number of performance areas.  Those both include safety, cost, quality, and schedule.  And there is an element in there that has an impact on their performance fee.  So they are incentivized or disincentivized based on safety targets.


MR. DUMKA:  And generally how are they doing versus that particular safety target?  Is the Figure 1 data -- is that representative then?


MR. LAWRIE:  I'd have to check what the current metric is for those contractors, and I don't have that off the top of my head.


MR. DUMKA:  Could you provide that via undertaking?


MR. LAWRIE:  Yes.


MR. DUMKA:  Thank you.


MR. MILLAR:  JT2.13.

UNDERTAKING NO. JT2.13:  TO ADVISE WHETHER THE FIGURE 1 DATA IS REPRESENTATIVE OF HOW THE FIRMS ARE ACTUALLY DOING VERSUS PARTICULAR SAFETY TARGETS.


MR. DUMKA:  One last question on this.  Has there been any analysis in terms of correlation between the contractor AIR and that for OPG employees?  And perhaps I view the world simplistically, but if you have got contractor employees intermixed with OPG employees, there could be a correlation between accidents which the contractor staff incur and those that have an impact on the OPG staff that are working in the same area.


Is there any analysis being done on that in terms of the correlation?


MS. CARMICHAEL:  There is a panel tomorrow where we will have a representative from our safety organization for people and culture, so they could most likely answer that question better than we could.


MR. DUMKA:  Okay, fine.  Those are all the questions I have, thanks.


MR. MILLAR:  Thank you very much.


Mr. Buonaguro.

Questions by Mr. Buonaguro:


MR. BUONAGURO:  Thank you.  We are two minutes into the afternoon, so good afternoon, panel.


I am going to start -- and I don't have too many questions, but I am going to start with a reference, 5.1 CCC 24, attachment 1, and this relates to the -- as it happens, I think it turns out it's going to relate to the clarification you gave at the outset of the return from the break.


So if we go to attachment 1, we had asked for a table that shows all of the planned outages and then the durations, the production impact, and then the revenue impact of that outage, assuming -- assuming that rates -- assuming the requested rates from the rate application, just to get a sense of the magnitude of the outages.


And from your clarification, my understanding is this:  If I go through all the descriptions of the outages, and I look at all of the refurbishment outages for Darlington, my understanding is that they are included or forecast on a different basis than the rest of the outages; is that right?


MS. CARMICHAEL:  As mentioned earlier, yes, they are based on the planning process that the DRP project specifically used in their determination of the scope and the durations and the confidence around achieving certain activities which result in a P-50, P-90 duration.  So those

-- that number has been incorporated into this schedule at a P-90 duration.


MR. BUONAGURO:  Okay.  So these outage durations for the Darlington units, wherever it says "refurbishment outage", and I think there is another -- there is some of them that say "post-refurb mini-outage".  That would be related as well to the refurbishment, I assume?


MS. CARMICHAEL:  Those are post DRP project outages that are incorporated into our outage plan.


MR. BUONAGURO:  Okay.  I am just trying to figure out, are they also forecast on the same basis of the DRP outages, or is it just the ones that say "refurbishment outage"?


MS. CARMICHAEL:  Just the ones that say "refurbishment outage".


MR. BUONAGURO:  Okay.  So the refurbishment outages ones, you are saying they reflect the schedule that is incorporated into the $4.8-billion estimate for unit 2, which includes a $1.7-billion contingency; is that one way of putting it?


MS. CARMICHAEL:  I can't confirm those numbers, but, umm, if that's in the evidence for the DRP panel, that's what's for the first unit of the refurbishment schedule.


MR. BUONAGURO:  Right.  So when we say P-90, this incorporates P-90, what we are saying is that 90 percent of the time, as the simulations were run to determine the confidence levels, 90 percent of the time the outage durations that are reflected here will be at that level or below or shorter?  That's how I understand that; is that right?


MS. CARMICHAEL:  It's a probabilistic assessment that, yes, that, 9 -- yeah.


MR. BUONAGURO:  It sounds right, subject to  checking --


MS. CARMICHAEL:  Yeah, subject to checking, let's do that.


MR. BUONAGURO:  Okay, thank you.


So -- and you referred to P-50 a couple times.  So presumably there is a P-50 outage schedule that we could look at; correct?


MS. CARMICHAEL:  Again, I can't answer that question, because that's part of the refurbishment panel's evidence and area of expertise.  For generation planning purposes, we incorporated the plan that aligns to the total project assessment and incorporated into our nuclear gen plan.


MR. BUONAGURO:  Okay.  Well, perhaps we can do this, because this is the -- this interrogatory was referred to this panel, so I apologize if that specific sub-part of the table is something that another panel would be able to do.


But perhaps by way of undertaking I'd like to get a sense of what the difference is in the outage schedule if

-- between the P-90, which is used for planning purposes for the DRP, and the P-50.  And I assume that what it means is that the total schedule for the unit 2 at P-90 is an outage of, starting in 2017, 365 days, 365 days for 2018, 365 days for 2019, and then at some point in 2020, 45 days in it stops being a refurbishment outage.  Presumably that's the planning -- for planning purposes the worst-case scenario, presumably P-50 is something less than that, and find out what that less-than is and show that in the table.


MS. CARMICHAEL:  But if the first unit refurbishment finishes early, earlier than this plan, there is a potential that the next unit will start as well, so from a rate impact perspective one unit will be out of service for the duration of this rate application.


MR. BUONAGURO:  Fair enough.  So presumably that means that --


MS. CARMICHAEL:  The other one may move up.


MR. BUONAGURO:  -- on a P-50 basis the unit 3 might be advanced, so that --


MS. CARMICHAEL:  It might be, yes --


MR. BUONAGURO:  -- may be part of the --


MS. CARMICHAEL:  -- if that's possible.


MR. BUONAGURO:  -- it might be part of the scenario. Presumably the panel 1 or whoever does this knows exactly what P-50 looks like in terms of scheduling, so...


MR. KEIZER:  So what you are asking for is to redo this chart based on the P-50 schedule.


MR. BUONAGURO:  Yes.


MR. KEIZER:  For Darlington.


MR. BUONAGURO:  Yes.  And I think the panel member pointed out that that would include moving up possibly the unit 3 schedule which is in there, and I think unit 1 is in there as well.


MR. KEIZER:  So it would include any kind of additional aspects relating to Darlington.


MR. BUONAGURO:  Right.


MR. KEIZER:  And my only concern is does it alter any other elements of the forecast?  In other words, we don't have a P-50 forecast in evidence.  Are we creating a brand-new production forecast?  That's my only concern.


MS. CARMICHAEL:  That's what I was trying to say, is that I don't think it would even change the production forecast, because if the first unit should end at a different time, even if it's later or before, there will be another unit subsequently that will be part of the same rate period, and so there will be no specific changes.


MR. BUONAGURO:  I understand what you are saying.  The basic assumption is that the second unit 2's finished unit 3, I think it is, starts and everything gets moved up, but I understand that's a question for panel 1, so maybe -- I just want to see how it changes the look of the outage schedule.


MR. KEIZER:  We can refer it to panel 1 and understand what the implications are.


MR. MILLAR:  JT2.14.

UNDERTAKING NO. JT2.14:  to UPDATE REFERRED TABLE TO REFLECT P-50 CONFIDENCE LEVEL SCHEDULE FOR DARLINGTON REFURBISHMENT PROJECT

MR. BUONAGURO:  Thank you.  And my understanding is that for everything that's not labelled as a refurbishment outage on this table, the way in which the planning was done is the same as it was done in the last rate application.  Is that right?


MS. CARMICHAEL:  Yes, that is correct for outage planning, yes.


MR. BUONAGURO:  And just a general question.  For those types of outages -- and I am asking because I have no idea -- how often do they not occur as planned, i.e. are there instances where they are cancelled entirely?  Are there instances where they are materially different in length?


Is this -- I am trying to look at how certain is that type of forecast because the wording "plan" suggests certain certainty in terms of timing and duration of the outage.


MS. CARMICHAEL:  There’s a couple questions in there.  There are instances where outages are changed, so they are moved during the year.  They could be moved out a year, they could be brought forward, they change in duration.  Many times, they are longer than we'd like so that changes our actual production.


So that was, I think, your first question.  I can't remember the second one.


MR. BUONAGURO:  Well, you mentioned specifically sometimes they are longer.  Are they sometimes shorter?


MS. CARMICHAEL:  I wouldn't say they are shorter because they might be, say, a day.  Say on a VBO, we might have come in a day early or so.


There are outages that do get cancelled.  So there are sometimes these mini-outages that we end up going into a longer outage on a planned outage, and can incorporate some of that work in a longer outage.  So with decide to cancel a mini-outage or defer that work to another time period.  So that has happened as well.


MR. BUONAGURO:  Is there anything in the evidence or the interrogatory responses that details the -- that shows a comparison between the planned outages and the reality of those outages in the last test period?


MS. CARMICHAEL:  I am not aware of any evidence -- oh, yes, of course.  Of course.


MR. BUONAGURO:  Sorry, are we pulling up an exhibit?


MS. CARMICHAEL:  Yes, my colleague is correct.  E2-1-2 basically gives an outline of year-over-year and changes.


MR. BUONAGURO:  So that’s a variance analysis?


MS. CARMICHAEL:  Mm hmm.


MR. BUONAGURO:  What I am looking for is in previous test year period, so it would have been in like 2013, ’14, ’15, you would have had a forecast similar to this one for planned outages.  And then there is a reality of what actually happened with respect to each of those outages; that's what I meant.


It's along the same lines, just to get a sense of how much variation there are in the planned outages, given that they’re actually -- these aren't unplanned outages.  You have planned work and as a result of those planned work, you are planning on shutting down the plant, and as a result of the shutdown, you are losing production which means that you have less kilowatt-hours to spread costs over.


So I am just trying to get a sense of how uncertain or how certain the planned outages are over the test period in the last period.


MS. CARMICHAEL:  So we can do a table showing our planned outages.  Are you asking us from the last rate application?


MR. BUONAGURO:  Yes, so the last time you would have done a forecast for the test period.  I can't remember specifically if it's '13, '14, '16 -- maybe '12; I can't remember.


MS. CARMICHAEL:  Sorry, I pulled up the wrong evidence. E2-1-2, table 1, may answer that question.


MR. BUONAGURO:  Okay.


MS. CARMICHAEL:  It's a little hard to read, but it does, on row 3 --


MR. BUONAGURO:  Sorry, I am not looking at it yet.


MS. CARMICHAEL:  Okay, I will wait.  So row 3 and row 9 are the planned outage days for Darlington and Pickering.


MR. BUONAGURO:  Okay.


MS. CARMICHAEL:  And you can see 2013, say for the first Darlington outage was 144.4 days, there was 144.5.  And so you can see the actuals versus the planned or approved columns.


MR. BUONAGURO:  Yes, that's exactly what I wanted to see.  Thank you very much for pointing it to me.  We just saved each other a lot of time.


MS. CARMICHAEL:  Thank you.


MR. BUONAGURO:  So I am going to move on, and I am looking at -- give me a second.  This is issue number 6.5, Board Staff Interrogatory No. 117.


MR. BLAZANIN:  Can you provide the reference again, sorry?


MR. BUONAGURO:  Yes, issue number 6.5, Board Staff Interrogatory No. 117.


So this follows up a little bit on Mr. Elson's questions about Pickering, and it's very specific, a little bit narrower, I guess.


This talks about the CNSC approval for Pickering extended operations.  My understanding -- and correct me if I am wrong -- is that unlike what was discussed this morning, which was a position that the OEB is directed to assume the need for Pickering extended operations.  This would be a different question.  This question is: what will the CNSC do with the application for their licence extension.


Presumably, the CNSC isn't under any sort of similar direction with respect to extending it.  They don't have to, if they determine that it's not warranted or not a good idea.  Is that fair?


MR. BLAZANIN:  So the CNSC is granting a licence to continue to operate the power plant for a period of time.  We are requesting a ten-year licence.  That includes the time period to operate the plant up to 2024, also the post-period where we would need to safe state the power plant. Because there is still fuel in the core, we are asking for an operating licence for a ten-year period.


So based on our application and the technical assessment, they would approve or not approve that duration or that period for that licence, or provide certain conditions associated with that licence.


MR. BUONAGURO:  Okay.  So it is at least possible that you don't get approval?  Right now, you don't know what they are going to do.  Presumably, you believe in your application or whatever -- or will believe in it when it's made.


But it's not the same as what we are talking about here, in terms of the Board having to assume the need for it.  There is actually a possibility that you are not allowed to extend operations beyond, I believe August 31st, 2018.


MR. BLAZANIN:  Our current licence expires on August 31st, 2018, that is correct.  The CNSC board has already approved operation of Pickering to 247,000 effective full power hours on our fuel channels, which is the life limiting major component.  That would take most units into the 2020 time frame already.


We have already submitted technical assessments to operate to 261,000 effective full power hours, which would take a number of the units beyond 2020.  Those technical assessments have been reviewed by CNSC staff.  It has not been approved by the board, but they have accepted our assessments and methodologies.


We feel we have a strong technical case going forward for our application.  We are conducting the periodic safety review to demonstrate that we can run the power plant up to the specified time, as indicated in this application.


So we are confident that we can demonstrate fitness for service to the CNSC as part of our application going forward.


MR. BUONAGURO:  Thank you.  So just to go back to the one of the first things you said, you actually said that you do have approval that it would let you operate to 2020.  Is that a fair interpretation of one of the first things you said?


MR. BLAZANIN:  We haven't gotten a licence past 2018, but the CNSC has approved operation of Pickering units to 247,000 effective full power hours.


So the assessments we put forward to demonstrate that the units are safe to operate to that period of time has been approved by the board.  They approved all of our assessments that the plant is safe -- the CNSC has approved.


MR. BUONAGURO:  No, I'm just trying -- I -- if you haven't noticed, I have no experience with the CNSC, so to me it sounds like you are saying there is an initial decision, which is how long -- how much longer can certain parts of these units operate, and that you are saying you have got an approval on that part of it, and that will naturally flow into an approval to at least 2020?


MR. BLAZANIN:  That will form part of the basis for our licence application going forward.  It's all of the technical assessments that show that the plant is safe to operate to a period of time.


MR. BUONAGURO:  All right.  Thank you.


MR. MILLAR:  Mr. Buonaguro, how are you doing for -- you are about -- you are more than double your time estimate.


MR. BUONAGURO:  But I am less than half of my first time estimate.  I am done.


MR. MILLAR:  We don't count it that way.


MR. BUONAGURO:  Thank you.  That's fine, I am good.


MR. MILLAR:  No, sorry, are you finished?


MR. BUONAGURO:  Yes, yes.


MR. MILLAR:  Oh, you are.  Okay.


MR. BUONAGURO:  No, that's fine, thank you.


MR. MILLAR:  I didn't mean to unduly rush you, just rush you a little.  Okay.  So if you are finished, thank you very much.


Mr. Janigan.

Questions by Mr. Janigan:


MR. JANIGAN:  Thank you.  Panel, I wonder if you could turn up in issue 6.2 VECC Interrogatory 25(b).  And this deals with questions associated with the incentive rate-setting proposal and the performance targets.  My first question is what exactly does OPG's gap-based nuclear business planning process mean?


MS. CARMICHAEL:  So if you turn up evidence F2-1-1, business planning and benchmarking for nuclear, it gives an outline of how the gap-based business planning process works, and it provides an outline of the key steps.  So on page 6 of 22 it says "gap-based business planning process".


MR. JANIGAN:  Yes.


MS. CARMICHAEL:  And it talks about benchmarking.  Then we target that, then we understand, try to deal with closing the gap.  And then we resource-plan to that plan.


MR. JANIGAN:  And am I correct in understanding that the gap is caused by the stretch factor?  Is that what causes the gap?


MS. CARMICHAEL:  Not necessarily.  The targets are set as the initial -- so benchmarking is done and then targets are set based on an understanding of where the industry is going or based on where we believe it's reasonable to target our own different metrics.  So any of the 20 could be an example.


It's not specifically saying we have to be top-quartile in everything.  We look at a balance of investments required, achievability, so based on those targets being set, then we look at how to close the gap from where we are today to what the three-year target would be, whether we need to refocus efforts like we talked about in human performance initiative or whether we need to make capital investments in things like fuel-handling reliability.  So we look at various activities that can be done holistically to drive performance in that specific metric.


MR. JANIGAN:  Okay.  So let me -- how does the stretch factor enter into this?  Because it sounds as if you set targets based on benchmarks and industry standards and then you try to figure out how you are going to meet them.  Then do you apply a stretch factor after that, or is that stretch factor somehow incorporated into the --


MS. CARMICHAEL:  For clarification, are you referring to the incentive rate-making stretch factor?


MR. JANIGAN:  Well, I am referring in (b), in your answer (b), that:

"The nuclear stretch factor creates an incremental incentive for the company to improve performance during the IR term in addition to the natural incentive function of the company's variable rate design."


MS. CARMICHAEL:  Okay.  So when we develop our business plan it is based on this gap-based business planning process, and then on top of that we are -- we will be applying a stretch factor to the financial component of those -- that rate application.  So it's, I would say, a separate step out after the business planning process.


MR. JANIGAN:  So that's not part of the gap-based process?


MS. CARMICHAEL:  That is not part of the gap-based business planning process; you are correct.


MR. JANIGAN:  Okay, okay.  I think I understand that.


I wonder if you could turn to issue 6.3, question 26(a).  And my friend, Ms. Grice, dealt with some of this.


MS. CARMICHAEL:  Which interrogatory, please?


MR. JANIGAN:  It is issue 6.3, interrogatory 26.


MS. CARMICHAEL:  Which intervenor?  VECC?


MR. JANIGAN:  Oh, VECC, I am sorry.


MS. CARMICHAEL:  Okay.  That's fine.


MR. JANIGAN:  That's okay.


MS. CARMICHAEL:  Sometimes people bring other ones up.


MR. JANIGAN:  No, that's okay.


And this dealt with the response that:

"Both the conversion price and fuel-bundle manufacturing price are subject to price adjustments for inflation over the subject years.  In addition, the fuel-bundled contract price is also impacted by changes in zirconium costs, a key component in fuel bundles."


First of all, can you tell me what percentage of costs is made up by zirconium?


MS. CARMICHAEL:  I think we took an undertaking to provide that percentage breakdown, so how much of the costs were uranium conversion, and even the materials.  I believe we did that earlier.


MR. JANIGAN:  Okay.  Could you check to make sure that that was part of the undertaking?  My friend Ms. Grice doesn't think so.  If not, could it be incorporated into that undertaking?


MS. CARMICHAEL:  Yes.


MR. JANIGAN:  If it hasn't been?


MR. KEIZER:  Sorry, could you just restate it again?


MR. JANIGAN:  Precisely what you believe that you would undertake to give the percentage of costs associated with the fuel-bundled manufacturing price and the conversion price.


MS. CARMICHAEL:  I think we said a percentage of what the cost components were without giving confidential information on our contract terms and pricing.


MR. JANIGAN:  Okay.  And was I mistaken when -- if I heard you say that you didn't have a forecast of zirconium costs?


MS. CARMICHAEL:  I can't remember, but I do not have a forecast.  I do not have the forecast of zirconium costs that I know of.  Our organization may, and we can check that.


MR. JANIGAN:  How did you -- I mean, I assume that the zirconium costs were increased.  How did you do the increase without a forecast?


MR. KEIZER:  I think the witness said that she herself did not have one, but there may be one within the organization.


MR. JANIGAN:  Somebody did one, I would take it, in the organization.


MR. KEIZER:  And that she would be able to check.


MR. JANIGAN:  Okay.  Could you undertake to do that then?  Can I have that as an undertaking?


MS. CARMICHAEL:  Yes.


MR. JANIGAN:  Okay.


MR. MILLAR:  JT2.15.

UNDERTAKING NO. JT2.15:  TO PROVIDE A FORECAST OF ZIRCONIUM COSTS IF IT EXISTS.


MR. JANIGAN:  Okay, thanks.


Next question arises in issue 6.5, VECC question 30(a).  And here it deals with technical and economic assessment of Pickering extended operations.  And it notes that there was a technical assessment in November of 2015, and there is also periodic safety reviews and fuel-channel life-assurance project reports.


My question is:  Will there be any other assessments or reports done with respect to Pickering before the hearing of this matter in February?


MR. BLAZANIN:  The work that's described here, in terms of periodic safety reviews, is progressing in support of our licence application.  It will be complete in 2017.


Fuel channel life assurance work also is in support of our licence application with the CNSC.  That will be completed as well in 2017.  So that work will continue to progress through the 27 time period in support of the licence application.  The licence will be applied for in August of 2017.


MR. JANIGAN:  Apart from what you have indicated to me that may touch upon the technical and economic assessment of Pickering, are there the any other reports that may be prepared prior to the hearing of this matter in February?


MR. BLAZANIN:  There are no other reports or updates that I am aware of that will be prepared prior to February.


MR. JANIGAN:  Thank you.  I wonder if I could ask you to turn up AMPCO interrogatory 152.


MS. CARMICHAEL:  Which issue?


MR. JANIGAN:  This is in issue 6.5.


MR. BLAZANIN:  Did you say AMPCO?


MR. JANIGAN:  Yes, AMPCO interrogatory 152.


MR. BLAZANIN:  Yes.


MR. JANIGAN:  And --


MR. BLAZANIN:  Sorry, is that issue 10.3?


MR. KEIZER:  It's actually issue 10.3, yes.


MR. JANIGAN:  I am sorry, that’s my mistake.  I wonder if the actual figures for these measures are available from 2012 to 2015?


MS. CARMICHAEL:  This interrogatory is related to the hydroelectric facilities.


MR. KEIZER:  I think he is making reference to the table that appears under the human performance initiative.


MR. JANIGAN:  That's correct.


MR. KEIZER:  It's on the screen.


MS. CARMICHAEL:  Please repeat your question.


MR. JANIGAN:  I wonder if there are actual figures available for 2012 to 2015.  This has the 2016, 2017 and 2018 target.


MS. CARMICHAEL:  For the nuclear business?


MR. JANIGAN:  That's correct -- I’m sorry, no, this would be for the hydroelectric facilities.  But the chart is for nuclear, so it would be the nuclear ones that --


MS. CARMICHAEL:  But if you refer back to SEP 004 that we talked about earlier, it gives you the human performance error rate since 2010 for nuclear.


MR. JANIGAN:  Okay.


MS. CARMICHAEL:  If that's what you are looking for.


MR. JANIGAN:  I think that would be fine.  In issue 5.1, interrogatory 19, VECC interrogatory 19, it has tables that set out the forced loss rate.  My questions deal with the numbers that are given from the forced loss rate and dealing with the forecast.


It would appear that from past experience, that some units seem to experience significantly more loss rate than others.  For example, Pickering's unit 8 averages -- the average force loss rate is 13.2 percent over the 2013 to 2015 period, whereas, over the same period, unit 5 had a force loss rate of 2.1 percent.


Yet for 2017 and onward, all units are expected to receive -- or to be at a 5 percent forced loss rate.


Can you explain this forecasting methodology?  It seems to present a counterintuitive result.


MS. CARMICHAEL:  So the overall forced loss rate target for Pickering is 5 percent for 2016 to 2021.  In our evidence, we talk about that target, page 9 of 11 in E2-1-1 showing the 5 percent FLR target reflecting the fact that we believe Pickering will stabilize.


There has been a lot of work done around Pickering to improve its FLR, and this is a reflection of our belief that we can stabilize the FLR at 5 percent.  For planning Purposes, we put in 5 percent for all the units.


MR. JANIGAN:  What's the belief based on, I guess is the question.  Is it something that is in the nature more of a target than a forecast?


MS. CARMICHAEL:  Well, it's based on the fact that we have been doing a lot of work to reduce Pickering FLR.  It has historically been quite high.  Chart 4 shows that it was 9.3 in 2010, 11.6 in 2011, going down and then going back up in 2014 to 10.7.


However, in 2015 we were at 2.9.  We have done a lot of activities, again from reviewing the work done, putting specific initiatives in like our 3 K 3 initiative, our fuel handling initiative, equipment reliability, all of these things including putting in a mid-cycle outage to deal with known issues that are occurring in specific units, particularly 1 and 4.


Putting all of that together and assessing the impact on Pickering's FLR, we believe that 5 percent is a reasonable FLR and that although it is going to be challenging, we do believe it's achievable.


MR. JANIGAN:  Okay.  I wonder if you could turn up in issue 4.1, CCC 16 and 17.


Now first with respect to 16, it's noted in 16, CCC 16, that OPG does not have an agreement with the Province of Ontario regarding the Darlington refurbishment program.  And when we go to CCC 17, it's noted that OPG does not have full discretion to stop the DRP in its entirety at any stage, or to change the scope and timing of the DRP at any stage without consulting the its board of directors and the Ministry of Energy.


I guess the question is:  If you have no agreement with the province, why do you have to consult the Ministry of Energy?


MR. KEIZER:  Sorry, isn't this a question that was more appropriate for the panel that was yesterday.


MR. JANIGAN:  Well, that might be the case.  If that's something the panel can't answer, that's fine.


MR. KEIZER:  I think it would be more appropriate for the panel that was here yesterday.


MR. JANIGAN:  Okay.  I will push ahead.  Issue 6.5;  I'd like to deal with Interrogatory No.29, VECC Interrogatory No. 29.


And this deals with the circumstances that may make the Pickering extension uneconomic, and it's noted here that the economic value of the continuing Pickering operations seems to be running fairly close to the line associated with the natural -- the current natural gas price that is prevailing.


My question is -- well first of all, why did the IESO answer this question and not OPG?


MR. BLAZANIN:  Because it was the IESO's analysis that provided these sensitivity analysis.


MR. JANIGAN:  Okay.  But back to my question:  What does OPG think of the risk if the current gas prices make the continuation of Pickering look somewhat tenuous?  And let's also put it in the context of the recent events in the United States, where it appears that the fracking of natural gas is going to be continuing rather exponentially over the next few years, under -- I can't even say the words.


Do you have any comment to make on that?


MR. BLAZANIN:  I am not sure what the question is.


MR. JANIGAN:  Well, the question is, obviously this is a situation of where the line between economic and uneconomic in regard to natural gas prices seems to be fairly -- fairly slim.  And the prospect of the fact that there will be increased fracking in the future makes it even more of a tenuous situation.  What does OPG think of this risk?


MR. KEIZER:  It's a risk -- as I said this morning, I think your question goes into the area of system planning, which is -- which is really now within the scope of the minister and the IESO.


MR. JANIGAN:  Okay.  And so is this is something that's not really within the purview of this application?  Is that what you are saying?


MR. KEIZER:  That's the applicant's view, yes.


MR. JANIGAN:  Okay.  The second part of that is that

-- I guess it follows also from that same analysis -- is, are the carbon tax portion of natural gas prices going to be relied upon to make this project viable?  And once again, if you think it's a question for the ministry, not for OPG, that's fine.


MR. KEIZER:  That would be the same position.


MR. JANIGAN:  Okay.  Part of this answer notes that a 30 percent cost overrun makes the project uneconomic.  Has any major project of OPG ever experienced a cost overrun of 30 percent or more from the original estimate?


MS. CARMICHAEL:  There have been cases, yes, where depending on what your base line is that the costs have increased due to various reasons.


MR. JANIGAN:  Is it possible that you could undertake to provide us with a list of those projects?


MS. CARMICHAEL:  Well, I believe in the evidence there is a list of all our projects and the original business cases associated with those projects outlining the costs and where we are at today and the ones that were completed since the last hearing.  So that would give you an idea of how we perform on the cost basis compared to what we had in the original business cases.


MR. JANIGAN:  Okay.  So that -- there is a table that sets out what was in the original business case and where you are today and what the final cost is going to be based on the -- that can be compared to what --


MR. BLAZANIN:  Yes.


MS. CARMICHAEL:  Yeah, there are tables, but I would like to just clarify that this activity is more -- more akin to what we did when we did Pickering continued operations.  So -- which was a lot of engineering, testing, outage work.  So it's not -- it wasn't like a -- it's not a capital project, which these tables refer to.


So in our Pickering continued operations program, which we had a business case for, which we -- I believe it was around $200 million, and we said we would be able to get continued operations out of Pickering by a certain amount of terawatts, we did -- that activity that we did, we have proven that we could do that within budget.  In fact, we came in below budget, and we did meet the continued operations for Pickering.


So it's very sort of similar in type of work as that project.


MR. JANIGAN:  So what you are saying is, number one is there have been projects that you brought in under-budget, and number two, the project that you brought in under-budget is similar to the one you are undertaking here; is that what you are saying?


MS. CARMICHAEL:  Yes.


MR. JANIGAN:  Okay.  And I will find that somewhere in the evidence, the tables associated with the OPG projects?  There seems to be some doubt expressed by --


MR. BLAZANIN:  The numbers that Ms. Carmichael referred to in terms of continued operations were part of the last rate application, and so there would have been evidence provided there in terms of the actual costs and forecasted cost against the $200 million or so budget that was for continued operations.


MR. JANIGAN:  Okay.  That relates to that particular project.


MR. BLAZANIN:  Correct.


MR. JANIGAN:  The list of projects that you have undertaken that have gone -- that may or may not exceed the 30 percent, that is somewhere else in the evidence.


MR. LAWRIE:  Yeah, if you take a look at Exhibit D2, tab 1, schedule 3, table 1, it's a list of projects, capital projects, greater than $20 million.  It's our complete listing.  In there you will find the initial full release and if there's been any superseding releases indicating a variance.


MR. JANIGAN:  There is not one table that incorporates all that, is there?


MR. LAWRIE:  The table has column -- initial full release column I, and if there has been a superseding release indicating the project has exceeded its original full approved value would be in column J.


MR. JANIGAN:  Okay.  All right.  Those are all my questions for this panel.  Thank you very much, panel.


MR. MILLAR:  Thank you, Mr. Janigan.


We will take our lunch break now.  We are a little bit behind schedule, so let's come back at 1:35.  That gives us a bit more than 50 minutes.  Thank you.

--- Luncheon recess taken at 12:47 p.m.
--- On resuming at 1:34 p.m.


MR. MILLAR:  Good afternoon, everyone.  We will begin our afternoon session.  Mr. Keizer, you had a preliminary matter?

Preliminary Matters:


MR. KEIZER:  Is there one follow-up from this morning?


MS. CARMICHAEL:  Yes, there is a follow-up as to when the workforce planning and resourcing initiative was begun, and that initiative was begun in 2015.


MR. MILLAR:  Okay, thank you.  We will now move to questions from Board Staff.  We actually have three staffers who will be asking questions today, and I will start with Mr. Mukherji.

Questions by Mr. Mukherji:


MR. MUKHERJI:  Good afternoon, panel.  My name is Rudra Mukherji.  Panel, you don't have to pull anything up to start off.  I just had a clarification question, probably for Mr. Keizer.


Is there any directive or order in council with respect to Pickering extending op which sets out what the Board can look at or can't look at?


MR. KEIZER:  There is no directive order in council in place, I guess, in addition to the minister's announcement plus the business plan concurrence, as well as the current statute that places within the minister the planning authority in conjunction with the IESO.


MR. MUKHERJI:  Thank you.  If we could look at Staff 116, issue 6.5, please, compendium page 1.  116, Board Staff 116.


MS. BINETTE:  Could you pull the other document, please?


MR. MUKHERJI:  Yes, my stuff all has to do with Pickering 6.5.


MS. BINETTE:  Thank you.


MR. MUKHERJI:  Yes, and all I will look at is a set of four or five IRs; 116, 117, 118 and, I think, 126.  So they all follow here.


With respect to 116, panel, if you could help me. Over here, these are the numbers that come from a chart that was in your evidence.  And we were wondering -- in your evidence, you had identified that the first line of costs over here, the normal operating costs, that they were projected to decline, or they were forecast to decline.  And I was wondering if you could get those numbers.


MR. BLAZANIN:  I am not sure I understand the question, so the normal operating costs do decline.


MR. MUKHERJI:  Okay.  If you could scroll down to page 3 of the compendium, please.  Yes, perfect.


This chart is essentially the numbers that you gave us in 116.  You broke them down into numbers and gave us in response to 116.


MR. BLAZANIN:  That is correct.


MR. MUKHERJI:  And all I was asking is, when I look at that table in 116, the first line has normal operating costs and they go on to 2021.


But if you look at this, the one that you have on screen here, lines 4 and 5, it says these costs were actually previously forecast to decline when the plant was due to be shut down in 2020.


I was wondering if it is possible to add a row there that would identify what these costs were projected to decline relative to what you have given in this table in116.


MR. BLAZANIN:  So just to clarify.  So the costs at the bottom of the chart, the baseline costs that were declining, those would have been the normal base outage and project expenditures that --


MR. MUKHERJI:  If I can interrupt you, if you could go back to the first page where the table is here, if you could refer to that, page 1 of the compendium, if you could explain in the context of that, please.


MR. BLAZANIN:  Okay.  So the first line on this table in Board Staff 116 shows the normal operating costs and the projection of normal operating costs for base OM&A, outage expenditures, project expenditures that would have occurred when Pickering was shutting down in 2020.


Those costs were then augmented by the restoration of normal operating costs, the line below, which means that now that we are extending operations, certain programs and costs that would have gone away towards the end of 2020 or the end of the life of the plant at that time would need to be restored.


The best example would be outage programs.  So we work on a two-year outage cycle at Pickering.  So when we were shutting in 2020 potentially, we wouldn't have incurred certain outage costs in that year.  Now that we are extending beyond, we need to maintain that two-year cycle, we need to restore those costs.


And then the line item below that, those are the costs that we need to enable extended operations.  So it's the incremental work that we need to do to conduct periodic safety reviews, to complete the technical assessments, to prove the units are safe to operate beyond -- or up to 2022-2024, and it's also to execute the incremental outage inspections that need to be executed to demonstrate fitness for service to ourselves and to the regulator going forward.


MR. MUKHERJI:  And just under had Pickering been -- if Pickering was going to close in 2020, the line of normal operating costs, assuming it was closed, that would show a decline then.  Is that safe to assume?


MR. BLAZANIN:  And you can see the decline in the first line, the normal operating costs.  It starts in 1 billion 349 million in 2016, and it goes down to 1 billion and -- the line is blurry, but 66, I believe, if I am reading it right -- 86, sorry, by 2020.


So you can see that it has declined over time.


MR. MUKHERJI:  Okay, that captures some of the difference.  Okay, thank you.


If I could draw your attention to 18(f), I think that's just page 2 of this compendium.  I will just give you a moment to read 18 part (f) over there and then I will ask you a question.


MR. BLAZANIN:  Okay.


MR. MUKHERJI:  Just a general question, sir.  I understand when you do economic analysis, as the IESO had done here and I think OPG had also undertaken, you typically look at incremental cost.  Is that what you look at going forward?


MR. BLAZANIN:  That is correct.


MR. MUKHERJI:  That's the way it's usually done. And the concept being that sunk costs are taken out of the economic analysis just the incremental bit; is that the kind of concept of it?


MR. BLAZANIN:  If you want to call them sunk costs, yes, because they wouldn't go away.  They would still be a cost to the system, if you will, if Pickering was shut down or it was operating, correct.


MR. MUKHERJI:  And that was the kind of the same thinking that was used here in the analysis here, too.  You had a certain is set of costs -- not sunk maybe, but that would not go away, and then there is incremental that was used in the analysis.


MR. BLAZANIN:  Yes, the incremental costs were used in analysis, and the incremental view was provided to the IESO.


MR. MUKHERJI:   I know Mr. Elson asked a couple of questions on that and we will get information from that. So thank you for that.


Just to clarify, so the fully allocated costs and the incremental costs, how would you distinguish the two if you had to?


MR. BLAZANIN:  So typically the fully allocated costs apply mostly to the nuclear support groups, and the corporate support allocations and overheads, and so there is a component that doesn't go away.


When you shut down a Pickering station, you don't have the same economies of scale that you would have with a ten-unit fleet versus a four-unit fleet, and some of the efficiencies you gain by having a bigger fleet are lost when one of the stations is shut down.


So you typically lose some of those economies of scale, and so you can't eliminate all of the costs that are allocated today.


MR. MUKHERJI:  Okay, okay, thank you.  Just to clarify, so the VBO costs for Pickering in 2021, that would be part of the IESO analysis?  Those numbers would have been used in the IESO analysis, I guess, to determine the economic benefit?


MR. BLAZANIN:  The dollars for the vacuum building outage in 2021 were included in the analysis.


MR. MUKHERJI:  I had a question for you, it looks at staff -- forgive me, I am just trying to look at my notes here.


So if you could look at 118, I will tell you which page of the compendium it is -- page 4 of the compendium, please.  Right.  And I am going to take you back to 116 also, and this might be just a clarification on the lines of what Mr. Elson had asked.


So if you -- I hope it's legible, but line 11, if you look at it here.


MR. BLAZANIN:  Under which --


MR. MUKHERJI:  What you see on the screen, sir, in the table 1, line 11.  I follow those numbers on line 11, and they match with IR 116, which you provided in 116.  But then the column 2021 has 1394 or something in there, but if you look at 116 it doesn't kind of line up the way you have presented information here versus what's in 116.


And I can take you to 116 if you want to have a look at that.


MR. BLAZANIN:  So the total value in -- so if I refer to Board Staff 116, the 2021 value that's shown there is all shown under normal operating costs?


MR. MUKHERJI:  That's correct.


MR. BLAZANIN:  We -- in this view that we created, the chart, once we have enabled extended operations and completed the work necessary to enable continued operations or extended operations beyond 2020, we considered any forward-going costs as normal operating costs of the business, all the outage costs, the base OM&A.  There is no more work to enable extended operations.  We have proven that we can do it and we've executed that work.


The 1,395,000,000 shown in 2021 in Board Staff 116 is the same value as shown in column G in 118, $1,395,000,000.


MR. MUKHERJI:  Yeah, it's just that the -- it kind of showed up differently when I look at 116 and when I look at this table.  But --


MR. BLAZANIN:  So the question for 116 was to provide the data that supported the chart, so that's why we did that.  In 118 it was more explicit, asking us to provide a more detailed breakdown, which is what we did in 118.


MR. MUKHERJI:  And 2021 is presented the way it is you described.


MR. BLAZANIN:  Correct.


MR. MUKHERJI:  Thank you.  Let's see if you can help me with this one.  I wonder if in the record we have an IR that shows us what the impact on revenue requirement would be if, let's say Pickering, the licence is not granted or the extension is not approved.


Do we have something that the Board can look at that would say, yes, if Pickering is not extended what impact on revenue requirement it would have versus if it is?  Your application, of course, assumes it is.  Because I gather there will be a bunch of costs that would come off and some would get added on.


MR. BLAZANIN:  There was an interrogatory that asked about the percentage of the revenue requirement that extended operations has.  We'll just have to find the reference, so if we can hold that we can find it --


MR. MUKHERJI:  Yeah, I ask for that one, and this one is slightly different in that -- I apologize -- there is a schedule for the test-year period that says if Pickering is not approved what would the impact on the as-filed revenue requirement would be.


MR. KEIZER:  I think we would have to look to see whether there was an interrogatory response or interrogatory asked already or whether it's in evidence.


MR. MUKHERJI:  We had asked for one about 2021, but I think what I am asking for is if you -- if Pickering was not granted would it change your revenue requirement?  I am guessing it would, and what would that look like?


MS. CARMICHAEL:  So Board Staff 263.  There was a question around:

"Please provide the analysis that summarizes the rate impact and smoothing requirements of the scenario which Pickering operations are not extended beyond 2020."


Is that your question?


MR. MUKHERJI:  I think that is my question --


MS. CARMICHAEL:  Yeah.


MR. MUKHERJI:  -- I missed that one.


MS. CARMICHAEL:  Okay, so Staff -- it's issue 11.6, and it gives quite a detailed answer to that question.


MR. MUKHERJI:  Thank you so much.


Just on the periodic safety review, I am running out of time here, so I will be very quick.  Just to understand, the periodic safety review essentially looks at safety, primarily, isn't it?  It has nothing to do with reliability as such of the plant.  Am I correct?


MR. BLAZANIN:  It compares your plant against modern codes and standards and does a comparison to determine if there are any gaps from a safety perspective that need to be addressed.


MR. MUKHERJI:  From a safety perspective, right?  Okay.  So that doesn't really look at reliability or anything, how well the plant runs, it's just whether it's safe to run it for the time that the licence is in place, I guess.


MR. BLAZANIN:  Well, I would say if you have a safe plant and it's a well-maintained plant it's going to run reliably.


MR. MUKHERJI:  Okay, fair enough.


So is the PSR, the safety review, is it time-bound?  Is there a time limit to it or does it run -- is it for ten years, is it for five years?  Would you have any idea?


MR. BLAZANIN:  My understanding is periodic safety reviews are updated every ten years.


MR. MUKHERJI:  So the one you do now, that will be for ten years.  However, your licence could probably be for a much shorter time, though?


MR. BLAZANIN:  As mentioned earlier today, we will be applying for a ten-year operating licence.


MR. MUKHERJI:  Ten-year, fair enough.  Just a couple of questions on production forecast.  Ms. Carmichael very well summed up your approach to the production forecast, the thoroughness that goes into it.  And when I look at Board Staff 126 -- you don't need to turn it up, but it's at page 8 of our compendium.  And I think the following page has some tables in it.


I noticed the production forecast that was used in the IESO analysis, I think changed from 72 to 65 and then came down to 62 terawatt hours.  And I know some of that change happened because there were refinements made to the production forecast.


I was wondering if you could just talk to us about what kind of refinements were made, what triggered the change from 72 to 62, I guess, terawatt hours.


MR. BLAZANIN:  So the initial generation production that was done for March, that information was developed in the November/December time frame of 2014.  We were looking at various options with the IESO in terms of potential scenarios and how long Pickering could run, and so in the March update that the IESO provided, in F2-2-3, attachment 1 they showed various scenarios that were analyzed at the time.


We did not have the full scope of the life-cycle plans for the outages in terms of the actual work that needed to be completed at that time.  We had a general idea of it, and we made some assumptions around the durations of outages and what the generation forecast might look like at that time.


We put forward an estimate of approximately 73 terawatts based on the best estimation we had, and so that was evaluated.  Once it was determined in March that the best alternative or preferred alternative was to look at 2022 to 2024 is when we continued to refine the life-cycle plans and the scope of work that needed to go into those outage programs, and that's how we finalized our final outage scope in our generation plan.


MR. MUKHERJI:  In Staff 128(b), which I believe is page 11 of the compendium, if I could just get you to read the response to part (b), and then I will ask you my question.


So would it be appropriate to state that if the production, as I read the IR response, if it falls below 56 terawatt hours, that the economic benefit may reduce or diminish?  Would that be the right way to read it?


MR. BLAZANIN:  This was a response prepared by the IESO, and the question was asked if there was a threshold at which the economic sensitivity starts to go below, and they provided this value of 56 terawatts.


MR. MUKHERJI:  Okay.  I have one last question, and that's the last page of our compendium, page 12.  In the IESO's analysis there is the section about Darlington lapped and unlapped.  I was wondering if you could just briefly tell us -- so if I understand correctly, lapped is if the Pickering outages happen in sync with Darlington outages?  Is that it?


MR. BLAZANIN:  No, the lapped scenarios refer to Darlington refurbishment schedules.  If you look at the first set of schedules there you can see how refurbishment outages are overlapped with each other.


MR. MUKHERJI:  Okay, and the IESO analysis relies on this schedule.  Is this still the schedule that's in the application for the outages?


MR. BLAZANIN:  It is not specifically this schedule, but I believe the current scenario -- the first lapped LTEP scenario is most closely aligned with our application, but it's not exactly the same.


MR. MUKHERJI:  Okay.  The fact that it's not exactly the same, if I understood the IESO analysis correctly, I think it diminishes some of the economic benefit.  Is that correct?  Would that be your understanding, too?


MR. BLAZANIN:  You have to look at all factors.  I believe this was the scenario that was provided again for the March analysis at that time.  You'd need to take into consideration the Bruce refurbishment schedules and everything else, and how it plays into effect.  So you can't just look at one item.


MR. MUKHERJI:  Okay.  And just a clarification.  You have also requested to capture variances in a deferral account, the capacity refurbishment account.  The variance that you are looking to track, is it the 307 million?  Is that what we are tracking on that?


MR. BLAZANIN:  It is one of the elements, correct.  It is the 307 million to enable extended operations.


MR. MUKHERJI:  Okay.  And I think those were my questions.  Thank you.


MR. MILLAR:  Thank you, Mr. Mukherji.  Mr. Vetsis?

Questions by Mr. Vetsis:

MR. VETSIS:  Could you turn to page 13 of the compendium and --


MR. BLAZANIN: Sorry, we don’t have a compendium.  If you can give us the issue number?


MR. VETSIS:  It should be the same document you were just looking at.


MS. CARMICHAEL:  Would you please just give us the issue number and IR?


MR. VETSIS:  It’s issue 4.2, and this is in reference to Staff 4.2, Staff 28, specifically the response in part (a).


In the response to part (a), you note that the project target in-service date for this ACU project has changed from December 20, '19, to January 20, 2023, in particular that BCS identifies that the ACUs for unit 2 will be completed in ’22 versus the original target date.


What are the potential impacts and risks of the delay to this project?


MR. LAWRIE:  Potential impacts of a delay to the project is if there is a cooling issue associated with the ones that remain in service; if there is a leak, they can be maintained to operate.


But in looking at the component condition, and it was assessed that these could be safely operated to post-refurbishment and completed in a subsequent outage rather thanked adding complexity and trying to execute in parallel with refurbishment activities.


MR. VETSIS:  Now, as a result of this change, would there not be an impact -- or the change to the in-service date, would there not be an impact in the forecast in-service capital additions for the test period?


MR. LAWRIE:  The forecast in-service capital additions would be actually outside for the final in-service at 2022, and we use a portfolio process for our capital projects.  So a number of project will be initiated, executed, and completed and placed in service between now and 2022, and our objective is to fully allocate the capital budgets in the forecast and service amounts.


MR. VETSIS:  So you are saying with almost certainty that whatever in-service capital amount would be delayed, would be replaced with something of equivalent value?


MR. LAWRIE:  Absolutely, that's our portfolio process.  We have a number of projects that are waiting to be executed and depending on the priority and available budget, they are brought forward and initiated and executed and placed in service.  So this typically is our managed process, where a project has an expenditure deferral for whatever reason, other projects are initiated or progressed and placed in service so that we get the full value of the portfolio executed per plan.


MR. VETSIS:  Could you shift to, I believe, page 14 of this compendium document?  It's the same issue, and this is following up on Staff 4.2 Staff 41.


Can you just take a look at the -- I believe part (b) of the question had initially asked:  Has OPG conducted any benchmarking cost comparisons.  And while the response talked about reviewing motor replacement and all that, it didn't directly address the question itself.


So I just thought I would ask the question again if OPG has conducted any benchmarking cost comparisons with other utilities for similar PHT, pump motor refurbishment and replacement projects.


MR. LAWRIE:  There is no direct similar projects like this.  There are ones that are slightly smaller motors.  But, no, we did not conduct what would be referred to as a traditional benchmarking cost.


The main costs of these are actually the procurement costs of the actual motor, which we bid out to vendors to get the actual cost.  And then the smaller portion of the cost is the labour to install.


So the bulk of the cost is with either purchasing the new or the refurbishment, but we did not conduct a typical benchmarking study.


MR. VETSIS:  Thank you.  Could we shift to page 15 of this document, and it's just a follow-up to an interrogatory from AMPCO, so it's 4.2, AMPCO 29.


In the response to this interrogatory, you provided a breakdown of the nuclear operations capital by some categories that had been requested by AMPCO.  And in its response, OPG stated that the unallocated portion of the cap ex was not included in its breakdown.


Out of curiosity, whether you are selecting which projects receive unallocated funding, is there any attempt to achieve a balance between projects of certain types?


Now, I know OPG may not necessarily follow the categories that were set out here by AMPCO.  But for example, is there an attempt to like maybe have a quarter of spending on replacing aging assets versus for activity improvements, anything like that?


MR. LAWRIE:  The categories that were provided are actually pretty good.  Regulatory compliance, which is typically safety of both the workers, the environment and the public is our number one priority.  And so that when projects come forward that have a regulatory aspect, they are expedited into the approval process.  They are typically maybe tied to licence conditions.


So those projects, whether they be fire protection upgrades or, you know, environmental monitoring type projects, they move to the head of the pack, if you like. A lot of those projects are related to either new code requirements or reliability requirements.  So there is some overlapping of the categories when you hit the regulatory.


In terms of reliability, that's the next one and often with the plants, reliability is associated with obsolescence, meaning that we have equipment that we are maintaining.  It's not as reliable as it should be, we continue to maintain it to be operable, but we recognize it's obsolete and we can't get the equivalent parts any more.  So we may initiate a project to actually address both the reliability and the obsolete aspects as welt.


MR. VETSIS:  You are saying it's not much that you try to achieve a particular balance in the portfolio.


MR. LAWRIE:  No, there is not a balance objective.  It really is based on the priorities that are pretty well laid out here.


MR. VETSIS:  And I just want to ask about the unallocated spending portion, this line here.


The unallocated project spending as a proportion increases quite a bit over the test period, from about a fifth of the ask in 2017 to about 80 percent in 2021.


So that may be --I wouldn't mind hearing as to why OPG is unable to forecast a greater share of the unallocated spending in the future years.


MR. LAWRIE:  So we -- it's not that we are unable to forecast.  What it is is that we have projects that have a business case, and once the business case is approved, we allocate budget to that particular project.  So we may have a project in the initiation phase that has a certain allocation of budget when it was approved.  In other projects, there may be budgets that are not allocated because the project actually hasn't gone that far yet; it hasn't gone through the initiation phase.


If we go to the capital evidence, there is a large listing -- I forget which the, Item 1 -- a large listing of projects that are to be initiated, a large number at Darlington and some at Pickering, and those are projects that they will be approved for new starts in a particular year, conceptual funds will be allocated, and then we will typically proceed with business cases each year for those projects.  And once approved, that unallocated would be allocated to those new and up and coming projects.


So we are quite confident that the large list of projects -- in fact, we have more demand for projects than we forecast are budget available.  So we have very high confidence that will we will have no concerns about ensuring that that budget is allocated to appropriately approved projects to be executed.


MR. VETSIS:  Thank you.  I would like to move on to issue 4.4, and this would be -- it's page 16 of our compendium and it's in reference to 4.4 SEC 46.


In response to this interrogatory, OPG states that there are -- essentially there’s no projects with actual or forecasted costs that exceed approved costs.  And in this table, OPG defines approved costs as the total project cost including contingency and the most recent BCS.


Would it be possible by way of undertaking to recast this table, but use -- in the approved costs column, use the estimated costs from the first BCS check from each project?


MR. LAWRIE:  There may be another IR that has that information, but it may not be the complete table here.  I just want to confirm that this is -- this is the SEC 46 table?


MR. VETSIS:  Yes, it should be page 16 of our compendium.  Oh, it's already there, my mistake.  If you scroll down a little bit you will see the table I am talking about.


MR. LAWRIE:  17?


MS. CARMICHAEL:  117.


MR. LAWRIE:  Yes, so if I understand you correctly, you are referring to Column F -- oh, you don't have it -- AMPCO 17, issue 4.2?


MR. KEIZER:  That's the one -- we thought there might be a list that's comparable to this.


MR. LAWRIE:  Yeah.  We are bringing it up.  Does that meet your --


MR. VETSIS:  If I am not mistaken, the other interrogatory dealt specifically with projects that had overruns, possibly -- I could be wrong, but I think -- yeah, the definition was quite a bit different in terms --


MR. KEIZER:  They are not matching.


MR. VETSIS:  Yes.


MR. KEIZER:  So what you want in this table in your -- the original table that was on the screen, you want it to be able to see the original -- the original BCS number.  Is that what you were looking for?


MR. VETSIS:  As compared to what the actual -- and the remainder -- well, obviously the variance would change, but the remainder of the data would remain the same.


MR. LAWRIE:  And to confirm that the original is the original first execution business case?


MR. VETSIS:  I believe so, yes.


MR. LAWRIE:  Yes, okay.  So just confirming, it's the original or the first execution business case.


MR. KEIZER:  And that's in place of Column E, approved costs.  Is that what you are saying?  Or add a column.


MR. VETSIS:  In replacement of column D, I believe, approved costs would be -- from my understanding the approved costs were the final actuals, right?  Did I misunderstand that one?  It's E, okay.


MR. LAWRIE:  Okay.


MR. MILLAR:  So the undertaking is JT2.16.  Are we clear on what is being requested?


MR. LAWRIE:  Not yet.  So you want the -- beside delta here -- or Column D, on 4.4 SEC 46, you'd like the value of the first execution business case?


MR. VETSIS:  Yes, put in for Column E.


MR. LAWRIE:  Okay.  Put an extra column in with the value of the first execution business case for the project.


MR. VETSIS:  And the corresponding variance attached to that.


MR. LAWRIE:  And the corresponding variance.


MR. MILLAR:  Okay, that's JT2.16.

UNDERTAKING NO. JT2.16:  BESIDE COLUMN D, ON 4.4 SEC 46, PROVIDE THE VALUE OF THE FIRST EXECUTION BUSINESS CASE AND PUT AN EXTRA COLUMN IN WITH THE VALUE OF THE FIRST EXECUTION BUSINESS CASE FOR THE PROJECT AND THE CORRESPONDING VARIANCE ATTACHED TO THAT.


MR. VETSIS:  Now, if we can move on quickly to issue 5.11, page 21 of the compendium that we have provided.  In -- I am asking about 5.1 Staff 82, and in response to this interrogatory OPG has stated that the lengths of its forecast post-refurbishment mini-outages are based on operating experience from other CANDU plants, and in response to OPG, OPG -- to part (e), OPG states that:

"It is impossible to specifically identify the exact need again based on operating experience at other CANDU plants when discussing the need for the second warranty outage."


And I guess my question is, given that the exact need for the outages cannot be predicted, how exactly did you arrive at those specific outage lengths of 55 and 33 days?


MS. CARMICHAEL:  So based on the op ex we have seen from utilities such as Point Lepreau and Bruce Power, we do believe there is a need for these warranty outages that they have occurred.  The way we develop the plan to incorporate the first mini-outage, which is 55 days, or warranty outage, I guess, is what we have called it, we looked at what it would take to do a major component repair.


And so based on our op ex we use an issue such as a turbine issue, say a turbine issue would occur.  We know that it takes about 55 days to fix a turbine issue, so we have op ex on that, so that's how we came up with 55 days.


We also know there if there is a potential reactor issue by the time we shut the unit down, get the inspections done, tooling brought in, tooling brought back out, the reactor back up, it's about 55 days, so we based it on for scenarios that might happen and knowing that -- how long it takes to do that kind of work, so that's how we came up with the 55 days.


MR. VETSIS:  Would it be possible to provide the causes and lengths of the post-refurbishment mini-outages from some of the other CANDU plants that you have mentioned in the IR so we could see how they sort of would compare to what you are proposing?


MS. CARMICHAEL:  I believe we have some of that information, so I could undertake to provide some examples of what they have had to do in their post-refurbishment outages.


MR. VETSIS:  And including the lengths as well of those outages?


MS. CARMICHAEL:  I will try my best to get that information if we have it.  It may not be something that we would have readily access to.


MR. VETSIS:  Fair enough.


MR. MILLAR:  The undertaking is JT2.17.

UNDERTAKING NO. JT2.17:  TO PROVIDE THE CAUSES AND LENGTHS OF THE POST-REFURBISHMENT MINI-OUTAGES FROM SOME OF THE OTHER CANDU PLANTS MENTIONED IN THE IR TO SEE HOW THEY WOULD COMPARE TO WHAT IS BEING PROPOSED, INCLUDING THE LENGTHS OF THOSE OUTAGES.


MR. VETSIS:  And I guess to follow up on this, I don't know if this actually is the ideal panel, but we will see how it goes.


When it came to the planning for the DRP project there's a lot of sort of risk management going in there and this production of a P-90 scale, trying to look at risks and things like that.


To what degree has this enhanced -- would the enhanced planning that was talked about kind of minimize -- or some of these risks for the post-refurbishment outages be minimized or addressed through the original main outage itself?  Has any of that been -- like, has the post-refurbishment outages at other facilities been considered in the kind of main body of the main DRP outage itself?


MS. CARMICHAEL:  Maybe I can ask you to clarify that question again.


MR. VETSIS:  I will just word it this way then:  Was the information from these previous post-refurbishments sort of robust enough that OPG could take any actions during its DRP refurbishment period on specific high-risk equipment to minimize the number and duration of these post-refurbishment outages?


MS. CARMICHAEL:  So are you referring to the warranty outages or just in general post-refurbishment outages?


MR. VETSIS:  No, specifically these two warranty outages.


MS. CARMICHAEL:  I mean, this is a question for the DRP panel but, you know, the planning that has been involved in the DRP work, the planning of the work, the contracting strategies, the whole -- the whole process by which DRP is going to be planned and executed would be with the intent to reduce any issues post-refurbishment.


So the intent is to minimize it as much as possible, any planned outages, as well as forced loss rates.  So you will see that even in forced loss rates we have a 12 percent projection for the unit when it comes back, which is less than what we have seen in other utilities, because we believe that the work being done during DRP is focused on having a plant come out that is performing very well.


However, there is a risk that in every refurbishment that a warranty outage or a post-refurbishment outage will be required, and so based on the fact that that's a very strong likelihood of happening, we have put in a pretty small -- a pretty small amount to address those issues.


If you look at a utility like Point Lepreau, they have had one almost every year to deal with these issues since their refurbishment, so they had one in the first year, in the second year, and the third year, so we think we are being quite conservative by only putting in a 55-day outage in the first six months.


MR. VETSIS:  Thank you.  If I could just move on quickly to page 24 of the compendium. I don't know if there is necessarily a need to read through the whole question, but I was curious if you could provide your best  forecast --


MS. CARMICHAEL:  Can you please give us the number?


MR. VETSIS:  It's in response to 5.1 Staff 83.


MS. CARMICHAEL:  Thank you.


MR. VETSIS:  I was curious if you could provide the Pickering FLR data from 2016 to date, to confirm this improving FLR trend you have been talking about.


MS. CARMICHAEL:  I can give you the forecasted 2016 amount.  Is that what you are asking for?


MR. VETSIS:  Yes, yes.


MS. CARMICHAEL:  It's about 4.8 at this point.


MR. VETSIS:  And that is using data up to like actual 2016?


MS. CARMICHAEL:  It's what the forecast is for – sorry, it is the year-to-date to, I believe, to the end of September, and we are still forecasting to be around 5 percent.


MR. VETSIS:  Thank you.  That will be all, thank you.


MR. MILLAR:  Ms. Binette has a few questions.

Questions by Ms. Binette:


MS. BINETTE:  Could you turn to page 32, please?  This is Staff IR 96 under issue 6.1, and it's about unit 2 outage OM&A, and it's about outage OM&A that's outside of the DRP.


Is there a table in the evidence that summarizes outage OM&A by unit?


MS. CARMICHAEL:  There is, I will provide it in a minute.


MS. BINETTE:  For the test period?


MS. CARMICHAEL:  Yes.


MS. BINETTE:  Okay.  I missed that so perhaps -- we are running out of time, so perhaps I can get that actual reference from you.


MS. CARMICHAEL:  I believe it's CCC 24.


MS. BINETTE:  Okay.  And given that, at the bottom of this page, if you could scroll down to the last paragraph, it talks about some of the programs required under outage OM&A are required by the CNSC.


Would you be able to say how much of those numbers that you are providing in CCC 24 would be related to the requirements of the CNSC?


MS. CARMICHAEL:  I don't believe we have that kind of Breakdown, because most of the work is required to run safe and reliable operations.  Some of that was CNSC safety requirements, but they merge on, you know, types of work.


So I don't believe we have that kind of breakdown.  But the work we are doing, and you have the categories there, is all about having safe, reliable operations during the refurbishment period for that unit, as well as the rest of the units; they are all interrelated.


So work needs to be done, CNSC work plus ensuring that work is done on the other components that aren't being done under DRP to ensure that maintenance is done, inspections, any repairs that need to be done, even on equipment that hasn't been able to access previously to get us to the end of the refurbishment window and come out with a unit that both from the DRP core scope perspective and the rest of the plant, the rest of the unit, they combine, come out both on improved performance based both on safety and reliability.


MS. BINETTE:  I am going the leave that for now. Could we move to page 34, which is a corrected response and again it comes back to those warranty outages.


MS. CARMICHAEL:  Could I have the IR please?


MS. BINETTE:  Sorry, it's 6.1 Staff 97.  And again about the warranty outages, it gives the cost of the first warranty outage at 12.8 million.  And in the previous response, it was 10 million, and then it gives the second warranty outage cost at 8.2, and in the previous version of this response it was 3.7 million.


Can you explain the increase?


MS. CARMICHAEL:  Yes, when we initially put the interrogatory response together, the station provided us with a response to what was in their budget.  But outage costs are all sort of a -- they include station costs, but they also include costs from other organizations, and those were the costs we omitted in the original response to the IR.


MS. BINETTE:  Do the contractors share in any of the cost of these warranty outages?  That's maybe a question I should have asked the previous --


MS. CARMICHAEL:  It is a DRP question, because I do not know the contract structure around these issues.


MS. BINETTE:  Fair enough.  Would you turn to page 36, please?  This is 6.1 Staff 98, and it relates to vacuum building outages.


Would you turn to -- sorry the chart is on the table.  Does -- and this compares 2010 VBO with the projected 2021 VBO.  There is no support organization cost forecast here.  Do you expect to incur any?


MR. BLAZANIN:  Yes, we do, and they would be captured within the $46.2 million.  At the time we did the plan, we didn't have the full breakout.  So we kept all the dollars together as 46.2.


Once we have the detailed scope defined and the distribution of costs, then those costs will be distributed within support functions and the Pickering site.


MS. BINETTE:  So the total cost is forecast to be 46.2?


MR. BLAZANIN:  That is correct.


MS. BINETTE:  And has the scope of the 2021 VBO changed versus 2010?


MR. BLAZANIN:  I can't answer that question.  I don't know the answer to that question.  We haven't finalized the scope of the 2021 VBO, so I couldn't do a comparison of 2021 VBO to 2010.


MS. BINETTE:  Okay, all right.  Would you turn to page 37, please?  This is 6.2 Society SEP 9, and Mr. Dumka took us there this morning.


It's just a quick question about Pickering end of commercial operations or the PECO group.  Is this a work unit?  Is this an organization of people that work on this program?


MR. BLAZANIN:  Yes, it is.


MS. BINETTE:  And that's stand alone and separate from Pickering extended operations?


MR. BLAZANIN:  It is.  It’s a separate group, yes.


MS. BINETTE:  Can you tell us how big it is, or -- are they under base OM&A?  Where are they?


MR. BLAZANIN:  Well, one of them is sitting is right here, so there is myself and about four other individuals right now.


MS. BINETTE:  And that hasn't changed in terms of -- PECO existed before Pickering extended operations was conceived, correct?


MR. BLAZANIN:  Yes, PECO is Pickering end of commercial operations.  So this is looking ahead at the eventual shutdown of the power plant, and some of the business impacts and issues that we’re going to need to deal with, with respect to staffing, organization design, and a number of other activities that are going to have the take place once the plant shuts down.


MS. BINETTE:  Okay.  Would you take us to page 39, Please?  This is 6.2 Staff 109, and this interrogatory was trying to understand the difference between the FTEs that are presented for the nuclear operations of 8400 FTEs versus the 7400 that were originally considered by Goodnight.


I understand there are timing differences.  I understand that Goodnight included 300-some-odd contractors.  So from an apples-and-apples comparison, it's really 8400 to 7100, I believe, and I am trying to understand where the 1300 -- what makes up the 1300.


I understand that there are security staff, and there are students and things like that.  But what is the bulk of that difference between the two numbers?


MS. CARMICHAEL:  So the bulk of the difference is due to the scope of what Goodnight looked at compared to the total FTEs that work in the nuclear business.


So if you look at IR response Staff 109, on row 35, page 2, you will see that 2036 of the 8400 FTEs, I guess, just the make it simple, were not able to be benchmarked by Goodnight.   So they did not benchmark those groups of workers.  So that's where your main difference is.


And then, yes, you are right.  There is a timing difference.  There’s groups like security that weren't included, and then the definition of non-regular staff versus the way they looked at non-regular Staff.


And then the other -- there is another variance, too, around corporate groups.  So when Goodnight did their analysis, they only looked at the corporate FTEs that directly supported nuclear.  So if you were at, say, head office and you did nuclear work as part of your overall work, you were not in the Goodnight numbers.


But people that sit out in the nuclear organization, say like myself, I would have been counted in the Goodnight numbers, but from the 8,400, the way they calculate is nuclear allocated, so it's our allocation basis that the OPG organization uses.


So the heavy-hitters is basically the 2,000 FTEs that were not included in the Goodnight study but included in the 8,400, and then other ones that are in and out.


MS. BINETTE:  I will leave that for the moment.


Would you turn to page 41, please.  This is 6.2 Staff 110.  This asks about minimum head-count complement for the stations.  And in the previous proceeding, EB-2010-008, the same question was asked.


So there is a change from minimum complement currently from 67, whereas previously it had been identified as 84 at Pickering, and a similar kind of change for Darlington.  Could you go to page 43, please.  This is the actual undertaking that I was talking about from the previous proceeding.


And at the bottom of that, there is a rolled-up number for a station, so it looks at the -- it's actually on the screen as well.  So there is a rolled-up number, so it doesn't look just at the shift, it looks at the full station, identifying the need for rotating shift coverage, as well as vacation training and illness.


Would you be able to provide the current number using the updated information that was provided in response to Staff 110?


MS. CARMICHAEL:  So you would like me to provide the cumulative number of "min" complement people that need to be qualified, versus the actual "min" complement people on shift?


MS. BINETTE:  I would like the parallel number for -- that's provided in J5.3.


MS. CARMICHAEL:  That is the parallel number.


MS. BINETTE:  That's fine.  Then that's --


MS. CARMICHAEL:  Okay.


MS. BINETTE:  -- I would like if I could.


MR. MILLAR:  That's JT2.18.

UNDERTAKING NO. JT2.18:  TO PROVIDE THE PARALLEL NUMBER THAT'S PROVIDED IN J5.3.


MS. BINETTE:  And I have one last question.  Could you go to page 44, please.  That's Staff -- 6.1 Staff 93.  So if you'd stop there, please.  The interrogatory states at part (b):

"It's noted that OPG receives CNSC approval in November 2015 to operate Darlington to 235,000 equivalent full power hours."


And attachment 1 to the IR response is the full execution business case summary for the fuel-channel life-extension project.


Could you go to page 48, please.  And if you'd go down towards the bottom in terms of deliverables.  There's -- so the third line from the bottom, as well as second line from the bottom, there is confidence statement and technical confidence statement relating to the 235,000 effective full power hours, and there are dates in 2018 and dates in 2020.


So given the acceptance by the regulator, do these dates have any significance on a go-forward basis, and do the costs associated with the work to achieve these confidence positions change, given the November 2015 CNSC position?


MR. BLAZANIN:  Sorry, I am trying to clarify what you are asking.  What I am hearing you say is that the CNSC has approved operation to 235,000 hours.  However, there are future activities that need to be completed, and if, depending on the outcome of those activities, could it change that outcome -- or the approval?


MS. BINETTE:  No.  I am asking if the work that's, I guess, identified here and has target dates here, is it still required?  Is it a requirement to the regulator?


MR. BLAZANIN:  Yes, it would be.  All of the activities that are found in this business case in terms of assessments or research that needs to be conducted needs to be completed to continue to show fitness for service of the pressure tubes and to manage the risks that have been identified.


MS. BINETTE:  Okay, thanks.


MR. MILLAR:  Thank you, Ms. Binette.


Mr. Yauch.  You --


MR. KEIZER:  Mr. Millar, before you proceed, I wonder if it's possible maybe to -- I know you are referring to a compendium.  Can we mark the compendium?


MR. MILLAR:  Sure.  I believe, actually, not every single document is on the record, so let's mark it KT2.1.


MR. KEIZER:  Thank you.

EXHIBIT NO. KT2.1:  COMPENDIUM.


MR. MILLAR:  Mr. Yauch.

Questions by Mr. Yauch:


MR. YAUCH:  Okay, good afternoon.


I will start with SEC number 44.  Question (a), or part (a).


MR. BLAZANIN:  Sorry, can you give us the issue number?
MR. YAUCH:  Tab 4.4, schedule 15, SEC 44.


MR. BLAZANIN:  Okay, thank you.


MR. YAUCH:  Yup.  So in response (a) you say these improvement initiatives you have, if you end up going under-budget on some of the projects you have, you just put the money towards other projects, and I was curious about the other projects.  Are these projects that you already have on the books somewhere or projects that then once you have the money available you go and find them?  How does that process work?


MR. LAWRIE:  So for the nuclear operations project portfolio we operate a portfolio process where we have a number of projects that are identified as to be performed but haven't yet been through the approved to proceed or in fact conceptual funding and first business case.


So we have looking forward a number of projects, and it's listed in the evidence, in the D2 evidence, of projects.


So our objective of the asset investment screening committee is to prioritize the projects with the objective of fully implementing the annual budgets allocated for the portfolio that's set out in the business planning process.


And so projects that may come in under will forecast for a particular year that they may not need all the budget that's been allocated.  That budget is retained by the ESIC and can be allocated to other projects that may need to draw down continuously.


A key important point is that the business cases that we have have both the planned estimates as well as contingency, and when we allocate budget to a project that gets approved in the portfolio, we only allocate the planned value.  We don't allocate any contingency.  So the contingency is drawn down from the portfolio on the basis of how we allocate how many projects go forward, how many are performing slightly better than planned, how many need to draw down on a contingency basis.


MR. YAUCH:  So come 2020, for example, you have X amount of extra dollars because you performed better than you thought.  The projects that you would put the money towards, that's already been before the Board as part of this application?  These aren't new projects that you are going to pull forward out of, let's say the next application?  It doesn't work like that?


MR. LAWRIE:  No, they are listed, so we are starting projects all the time.  We have a large list of projects, and those projects are brought forward when they are ready to proceed, they have done the conceptual work, and we typically start 16 to 20 projects in the portfolio per year, depending on need and depending on how the budget is allocated, and so they are pulled forward.


So we have a lot more projects than we have the resources to implement, and they are prioritized.  So if we have a huge improvement in project performance, all it means is we better the reliability of the plant because we get more projects moving forward, so we get the value of the investment plan --


MR. YAUCH:  And at the back end of the application in 2020 you wouldn't be left with -- you wouldn't just be left with money, you would have --


MR. LAWRIE:  No, no, we would --


MR. YAUCH:  -- projects already lined up.


MR. LAWRIE:  -- have projects started, and if there is a forecast, you know, amount in the portfolio that is available to be allocated, we'll bring projects forward or start additional projects.


MR. YAUCH:  And if you go over-budget you just kick some projects --


MR. LAWRIE:  Well, we have slowed down projects, and there's some projects we have deferred based on available portfolio budget or resources to execute, because another, more urgent project may have come forward.


MR. YAUCH:  Okay, thank you.


The next one would be tab 6.5, Schedule 7, ED IR 19.  Just on the forced loss rate, I know OPG doesn't want to give the forced loss rate prior to 2005 as per previous Board direction, but I am assuming you do have that information going back all the way to the beginning of Darlington?  I mean -- correct?  That information's available?  You do have it?


MS. CARMICHAEL:  I believe we would have that.


MR. YAUCH:  So the Board are interested how the reactors did in the wake of a big capital spending program in the past, they could ask you to say, 'Show us what happened in the early '90s,' or something like that.  That data is available.


MR. KEIZER:  I am just not clear what that has to do with the current circumstance.


MR. YAUCH:  Well, just because in the past, the reactors might have not performed in the same manner in the wake of big spending, or refurbishment, or the spending you’re doing on Pickering.  So that might be a more apples-to-apples comparison on forced loss rate than 2005 or '06.

MR. KEIZER:  Well, subject to having to go back and explore all kinds of different nuances and aspects of either nuclear regulation or nuclear -- the current circumstances, or the condition of the asset, or any number of variables, so I wouldn't agree with you that it was an apples-to-apples comparison.

MR. YAUCH:  You may not agree.  But in fact, the nuances are there and we are spending more money on these things than we have in the last decade that it may be a good opportunity to explore those nuances, I mean if the Board were to see fit.

MR. KEIZER:  Well, if you are asking for us to give it to you before 2006 in respect of this IR, the answer would be no, we wouldn't.  But you may end up asking the Board that question.

MR. YAUCH:  Okay, thank you.  The next one is VECC number 29; that's Tab 6.5, schedule 20.  We went over this before with how Pickering compares to the natural gas price.


Now if I am interpreting this correctly, IESO says -- gives you the risk of how it performs in comparison to natural gas.  But IESO doesn't bear the risk if the gas prices are lower than it expects, and OPG doesn't bear the risk if the gas prices are lower than it expects.

So who bears the risk that it's uneconomic?  Neither the agency owning Pickering, or the agency telling it to continue to operate it, neither one of them bear the risk, right?  So who is left footing the bill?


MR. KEIZER:  Well, I think you are asking a question of public policy, and it's not for this panel really to answer it.

I think fundamentally, there’s decisions made from a system planning perspective and I am assuming that the implications of that arises within that system planning.

MR. YAUCH:  Okay.  To AMPCO No. 22, IR No. 22, it's tab 4.2.  In the response, part (b), you talk about the difference between a definition of full release and execution phase business case.


I am just curious.  When OPG goes to the Board, does it present a number initially of a definition full release or the execution phase, when it presents these capital projects to the Board, particularly in this application?


Sorry, the Ontario Energy Board, not your board.


MR. LAWRIE:  Sorry, say the question again?


MR. YAUCH:  When you list your capital projects in your application, do you present the definition full release estimate or are you giving us the execution phase estimate?  Because it appears that the number changes between the two; correct?

MR. LAWRIE:  The number in the definition business case may change between definition phase and execution phase, because a considerable amount of work is done in the definition phase, particularly engineering work, and that is then used to refine the cost estimates.  And so we can have a more accurate cost estimate once we have a full definition of the work performed.

MR. YAUCH:  Okay.  Actually, my last interrogatory would be PW IR 4, tab 4.2, schedule 13.  It's just about the Holt Road interchange, and it says that originally, the Ministry of Transportation was going to do the interchange after, in 2020.  But then it appears that OPG approached them to move it forward.

Now, if it was done after the refurbishment, would they have paid for all of it and OPG not paid for any of it?  Or is the cost sharing the same regardless of when it was done?

MR. LAWRIE:  I don't have that understanding that the ministry would have paid for everything, because there is some scope that was specifically associated with OPG.  So I would have to take an undertaking to check with the project manager.

MR. MILLAR:  We are at JT2.18.

UNDERTAKING NO. JT2.18:  TO CLARIFY THE RESPONSE TO PW IR 4, TAB 4.2, SCHEDULE 13 ABOUT THE HOLT ROAD INTERCHANGE

MR. YAUCH:  I have one more question actually, sorry.  It's EP IR number 22, tab 5.1, schedule 6.  It's just about when OPG curtails power from nuclear reactors, and it says that you do it very rarely, which appears to be the case, but it did increase ten times from 2013 to 2016.

Is that expected to plateau, or does OPG have forecasts going forward for when it's going to curtail?


MS. CARMICHAEL:  We don't forecast for this curtailing of generation.  These are typically due to system grid issues, and that 2016 number could be an accumulation of various small items.


I don't know the details, but it doesn't necessarily mean it was one event versus one event.  It could be multiple events versus multiple events.

MR. YAUCH:  Accumulative issues all happening at once?

MS. CARMICHAEL:  No, like just little things happening over the whole year, or in the quarter.

MR. YAUCH:  And OPG doesn't have any sense of whether that's going to increase or decrease as refurbishment trickles through?

MS. CARMICHAEL:  It's not in our generation planning variables.

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

MR. MILLAR:  Thank you, Mr. Yauch.  Mr. Rubenstein?

Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  Thank you very much. I just want to follow up firstly with a question Ms. Binette asked you, and as I am going to look at her to make sure I understand the question.

She had asked is there anywhere in the evidence that you’re showing for the test period that Darlington maintenance OM&A by unit -- sorry outage OM&A by unit, and you directed to CCC 24.

And my review of CCC 24 shows the outages per -- it's a forecast table, so it's showing the length of the outage, the production loss from the outage, but not the actual cost, the OM&A cost.


So I was wondering if you could provide -- well, point to somewhere else in the evidence, or by way of undertaking provide the outage OM&A per year per unit.

MR. KEIZER:  Sorry, someone is just --


MS. CARMICHAEL:  Oh, yes, that is the incorrect one.  There was one that -- let me just find it for a second.

MS. CARMICHAEL:  Issue 6.1 -- yes, you are right.  I knew it was one of them; there’s a lot of them.

So VECC 20, issue 6.1, provides the outage costs per unit per year.  I will give you a second to pull that chart up.


So if you look at unit 2 starting in 2017, you can see that there are now outage costs per year included in that unit.  So 53.7, 38.7 and 31.7, those are what we call maintenance costs that will be borne during the refurbishment window.  So they are going to be doing sort of maintenance work which would typically have been done in one big outage; now it's being done over the three years.  So that's where you see the costs of those -- what we call simple maintenance outage costs.

MR. RUBENSTEIN:  I am being told that is what was being asked.  Thank you.

I just want to go back to a discussion that happened previously this morning with respect to how you forecast capital projects and the costs.  And there was a question about are you using P-50, P-90, this was with respect to the Darlington and how this affected outage duration.


For your capital projects that you are doing that are not the Darlington, when you forecast the contingency amount that you are building in, is that at a P-50 or a P-90?


MR. LAWRIE:  We don't use the P-50, P-90 process for our portfolio capital projects.

MR. RUBENSTEIN:  So how do you determine the contingency?

MR. LAWRIE:  The contingency is based on risks that are identified in the particular business case.

MR. RUBENSTEIN:  So it's not a P-50, P-90, Monte Carlo analysis.

MR. LAWRIE:  Some may have -- some may have used that as a tool, but it's not the formal process that's used in refurbishment.


MR. RUBENSTEIN:  Is it going to be?  I am trying to -- I recognize you are not maybe using that system.  I want to compare how -- is it closer to what would be P-50 than a P-90?

MR. LAWRIE:  We haven't really gone into that process of most of the projects.  A lot of the capital projects are not the very large-dollar projects, and we don't use a very sophisticated Monte Carlo tool.  We typically look at the project in terms of its cost estimate, its risk to execution, we look at the risks associated with the confidence of the estimate, and we put forward contingencies, in the sense of the experience we have had in the past on similar projects.

But it's not typically a 50 -- you know, identified as a P-50 type project or a P-90 type project in any of the project documentation.

MR. RUBENSTEIN:  Okay.  If I can ask you to turn to 4.4 SEC 45.  You were asked in part (a) about -- in part (a) we had asked you to provide some further details about this revised approval process for the nuclear operations project portfolio, and in your response you talk about the gated process that you have implemented, and maybe I am incorrect about what the gated process was, but I had understood from one of the many documents that have been produced with respect to the DRP that I understood the gated process was essentially what you did is you had your various phases that you consistently had definition, execution, close-out, and at the end of each one there was sort of a check system before a set -- before you could move on to the next part of the phase.

Am I incorrect about what the gated process is?

MR. LAWRIE:  That is a high-level description of the gated process, yes.

MR. RUBENSTEIN:  So what's new exactly?  Because I had under -- in previous cases we have had the same execution and, you know, definition phase and all those things.

MR. LAWRIE:  Yes, so this is a little bit more formalized in terms of the -- you know, we had the same process where we go through different business cases, but what we have now is, you know, harvesting the lessons learned that refurbishment is implemented and some of the robust processes.  We are going to be applying those to our nuclear operations portfolio projects, so it will be more of an independent review of the actual readiness of the project to proceed to the next release, and they have a number of checklists that they have developed, and we will be applying some of those checklists and providing the approval team the confidence level on both the estimate of the release going forward as well as the readiness to progress.

MR. RUBENSTEIN:  Thank you.  If I can ask you to turn to 4.4 SEC 48.  It's a clarification here.  We had asked you in part (b) -- this was with respect to the operations support building refurbishment project, why was the contract not a fixed price, you are using a target price, and in B you had talked about how the alternative target price performance provided a better value.

I just want to understand when you made that determination.  Was it that you went out with an RFP and you said come up with some sort of plan, and the better -- and the responses were target price and provide a better value, or did you determine it before you went out with an RFP?

MR. LAWRIE:  We went out with the RFP using our new ESMSA agreement, and we had bids back from our vendors, and we asked for what we call performance fee target price, as well as what would be the risk premium that we would pay for firm pricing.  And the delta between the two we felt was very high, so transferring all the risks to the vendor to do the refurbishment, that premium we felt was too high on the basis of us selecting the performance fee target price.

MR. RUBENSTEIN:  Thank you.  If I can ask you to turn to 4.4 Staff 76.  And I just wanted to understand, is the numbers that you provided in the response for what the approved and what the actual, is that a cap ex number or in-service addition number?

MR. LAWRIE:  These will be the approved or the BCS approvals to spend, so not the -- it may not be the total in-service amount, because there may be removal costs associated with that release that are not capitalized.

MS. CARMICHAEL:  So these come from -- these are costs that are incorporated in our capital portfolio amounts, so they don't necessarily align to final in-service amounts is what Mr. Lawrie is saying, but these are part of the ESIC portfolio costs.

MR. RUBENSTEIN:  Right.  And just back up for a second.  My understanding, you have -- there will be cap ex numbers, so that's not in-service additions.  That's when you're spending -- but you'll have some projects where there will be in-service additions in multiple years.

MR. LAWRIE:  Yes, these are the in-service additions, yes, sorry.

MR. RUBENSTEIN:  Okay.  That's -- but the business -- actually, now I am more confused.  The business cases, though, were on a cap ex basis.  You might say we'll be in-service in this year, but the charts that show the years of --


MR. LAWRIE:  Those are forecast in-service amounts once it's declared available for service, so we have the spending per year, and then the year it's placed in-service, the amounts up to that date are placed in-service.

MR. RUBENSTEIN:  So back to my question about these.  Is the 2015 approved, what is in-service amounts, or is it capital -- cap ex amounts, so --


MR. LAWRIE:  These are the in-service amounts.

MS. CARMICHAEL:  Total cost of the project.

MR. LAWRIE:  Yeah, the in-service additions.

These are the forecast in-service amounts.

MR. RUBENSTEIN:  I was wondering if you could provide a similar chart or addition to this chart that shows the 2014 approved and the 2014 actual so we have a set -- we can see -- I know there is written high-level descriptions of the variances, but if we could see what's built into rate base from previous cases?  That is what I am assuming the approved means for 2015.  What ended up happening?

MR. LAWRIE:  That may already be in the evidence, the approved and actual.

MR. RUBENSTEIN:  At least then you can point me to it --


MR. LAWRIE:  Yes.  That's what I'm --


MR. RUBENSTEIN:  I raise this because I understand there are sort of high-level variance descriptions and then there is sort of a total numbers that show, you know, the total in-service is supposed to be X and the actual is Y, but it's not broken down by project, whereas here at least we have for 2015, there are some other columns that are asking some other question, but...

MR. LAWRIE:  For just these projects listed?

MR. RUBENSTEIN:  Well, it would be, if there were additional 2014 projects that would be added.

MR. LAWRIE:  Okay --


MR. RUBENSTEIN:  I am essentially looking for -- it can be a totally different chart -- the 2014 tier 1 and tier projects (sic), 2014, that was in the last case were approved, and the 2015, because those were the test years, and then what were the actuals for each of those years.

MS. CARMICHAEL:  So you are just looking for the -- what we said was going to be capital in-service and what we actually did during the rate period --


MR. RUBENSTEIN:  Yes, project by project for tier 1 --


MR. LAWRIE:  Like, tier 1 and tier 2?

MR. RUBENSTEIN:  Yes.

MS. CARMICHAEL:  We will take that undertaking.  We have a very short time frame to get that undertaking done, so we will do our best to get it done within the time allowed.

MR. MILLAR:  JT2.19.

UNDERTAKING NO. JT2.19:  TO PROVIDE THE CAPITAL IN-SERVICE AND WHAT WAS ACTUALLY DONE DURING THE RATE PERIOD PROJECT BY PROJECT FOR TIER 1 AND TIER 2.

MR. RUBENSTEIN:  Can I ask you to turn to 6.2 SEC 5.  So this interrogatory we had asked for all benchmarking analysis, et cetera, that were undertaken by OPG since 2014 regarding any aspect that's directly or indirectly related to the costs of the nuclear business which are at issue in this proceeding, and your response was to decline that this is disproportionate, and if you have some specific material we can look and find it.  I mean, the last part, I don't know what that information is.

I was wondering -- and just to sort of narrow this down -- did OPG undertake any material benchmarking analysis or reports that are not in the evidence?  I don't mean every, you know, two people are comparing something in an e-mail, some sort of larger analysis that were undertaken that you could provide us?  And if -- I would assume probably the best way is go back and take a look.


MS. CARMICHAEL:  Yes, we can undertake to go and review.  But we --


MR. KEIZER:  What does he mean by material, first of all?


MS. CARMICHAEL:  Yes, we did do a review of what was relevant to this case and, you know, there is a lot of benchmarking that's done, like you said.  There is some very ad hoc and discussions, op ex benchmarking meetings.


But in sense of formalized benchmarking, we believe we have provided what we have done.


MR. KEIZER:  Sorry, so we have heard the witness' statements with respect to what has been done.  Are you looking for something more?


MR. RUBENSTEIN:  Well, that is a helpful response to this.  Maybe a lot of this is a discussion of what termed benchmarking from yesterday's DRP.   I don't know of -- I think there may be a difference between what OPG considers benchmarking versus what I think -- how we use the term benchmarking before the Board.


MR. KEIZER:  So are you thinking like some kind of a formal --


MR. RUBENSTEIN:  Is there any formal – well, I don't know how you define formal necessarily.  But is there any -- the answer may be there isn't, you may not have undertaken.  But is there any other cost benchmarking or some more significant benchmarking analysis that you didn't provide in the evidence?


MR. KEIZER:  You mean a formal study?


MR. RUBENSTEIN:  Study or internal analysis that you undertook.


MS. CARMICHAEL:  What I could do is review this again and see what -- it's a very big organization.


MR. RUBENSTEIN:  I understand.


MS. CARMICHAEL:  A very big nuclear organization as well.  So I will undertake to do a review, and if there is a formalized benchmarking study that we undertook, I will provide that as an undertaking.


MR. KEIZER:  And just to be clear, though, you are looking for it in respect of the costs of operation, or the elements that form part of the costs parameters of this.


MR. RUBENSTEIN:  Or feed into costs, yes.


MR. KEIZER:  Yes, feed into costs.


MR. RUBENSTEIN:  That are relevant to what the Board has to determine.


MR. KEIZER:  Relevant to the consideration of establishing payment amounts.


MR. RUBENSTEIN:  Yes.


MR. MILLAR:  JT2.20.

UNDERTAKING No. JT2.20:  TO DO A REVIEW LOOKING FOR A FORMALIZED BENCHMARKING STUDY IN RESPECT OF THE ELEMENTS THAT FORM PART OF THE COSTS PARAMETERS RELEVANT TO THE CONSIDERATION OF ESTABLISHING PAYMENT AMOUNTS


MR. RUBENSTEIN:  I just wanted to follow up on a question Ms. Grice asked you about Cobalt-60.  I am not interested in any technical differences I wouldn't be able to know, even if you were able to provide me with the answer.


But my understanding from the evidence is that there is a consideration to work with a partner to be able to, I don't know, extract Cobalt-60 as a revenue source that would occur beginning in 2022 or beyond.  Do I understand that?


MS. CARMICHAEL:  I am not sure about the dates, but yes, it's outside --


MR. RUBENSTEIN:  I thinks the language is outside of the test period.


MS. CARMICHAEL:  Yes.


MR. RUBENSTEIN:  So there would be no revenue built into it for this case.


MS. CARMICHAEL:  That is correct.


MR. RUBENSTEIN:  Are there costs built into it, into the costs that you are seeking to potentially develop it?


MS. CARMICHAEL:  No, there is no costs in our rate request at this point.


MR. RUBENSTEIN:  All right.  Thank you very much.  Thank you, those are my questions.


MR. MILLAR:  Thank you, Mr. Rubenstein.  Mr. Walker, we have you next.

Questions by Mr. Walker:


MR. WALKER:  Good afternoon, panel.  My name is Scott Walker, representing OAPPA, Ontario Association of Physical Plant Administrators, in Ontario's universities and colleges.


I really wanted to concentrate on two areas with you as the panel this afternoon.  If I could direct your attention to Tab 5(a), schedule 12, OAPPA 6, can you advise if the unit 2 PHTs have already taken place?


MS. CARMICHAEL:  Can you -- okay.  OAPPA 6.  So PHT pump motors?


MR. WALKER:  Yes.


MS. CARMICHAEL:  There have been some installed already.


MR. WALKER:  In 2016 as part of the test period?


MS. CARMICHAEL:  There were two done in 2015, both in unit 1.  Then two were done in 2015 in unit 3.  And one in 2016 which was basically using a refurb motor put in to accommodate one of the motors that failed.  This motor will have to be replaced later on.


MR. WALKER:  Is it contemplated that the remaining PHTs associated with unit 2 will be done during the DRP?


MS. CARMICHAEL:  So the unit 2 PHT pump motors, yes, they will be done during the refurbishment period.


MR. WALKER:  Is it possible in the schedule to move the PHT motor replacements for unit 3 into the DRP plan for unit 3 in 2020?


MS. CARMICHAEL:  No.


MR. WALKER:  No?


MS. CARMICHAEL:  The assessment of the longevity of these motors determines that they won't last until the refurbishment window for unit 3.


MR. WALKER:  So are we correct in our understanding that there is four PHTs per unit?


MS. CARMICHAEL:  Yes, there are.


MR. WALKER:  And how many PHTs are being replaced per outage?


MS. CARMICHAEL:  Well, in the which outage are you asking about?


MR. WALKER:  Sorry, the ones that are planned during the test period.


MS. CARMICHAEL:  Oh, there are eight mini outages scheduled during that period, and there will be four in the refurbishment window.


MR. WALKER:  Four per --


MS. CARMICHAEL:  Four in unit 2, and eight are expected to be done throughout the remainder of the other units that need them.


MR. WALKER:   As part of your response, you identified that material delivery of these PHTs could be a bit of an issue.  Are you able to advise what the expected delivery dates are for the PHTs, in terms of the outages?


MS. CARMICHAEL:  We have a planned -- a plan.  However, there are risks to the plan.  We have seen issues of delivered motors that didn't meet spec that needed to be repaired and returned.  So we have had issues with these.


But that is -- the reason we can't procure them all and we have a balanced strategy of refurbishing some, and buying some, and balancing, because we are trying to balance the risk of procuring as many as we need with the risk of PHT pump motor failure.


MR. WALKER:  Do they not all need to be replaced, though?  I thought that was --


MS. CARMICHAEL:  They do all need to be replaced, but we have a strategy of using refurbishment motors for some of them.  So they won’t all be new.


MR. WALKER:  What's the replacement value of a PHT?


MS. CARMICHAEL:  I don't have an amount.  I don't think there has been a final determination per unit.


MR. LAWRIE:  We have a business case in the evidence that shows the cost for the project to replace --


MR. WALKER:  Terrific.  Could you provide me with that reference, please?


MR. LAWRIE:  It’s in the evidence; I will pull it up.


MR. WALKER:  Can I continue?


MS. CARMICHAEL:  I think so.  He will pull it up while we are talking.


MR. LAWRIE:  I will pull it up.


MR. WALKER:  What are the consequences of PHT failure?  Are there safety risks, or are these risk manageables?


MS. CARMICHAEL:  In the same IR under C, I guess it's up there, yes, there is -- obviously there is loss of generation, that's a big impact, as well as there could be potential safety risks to a unit going down in an unplanned method.


PHT motors cool the water, so just -- you know, in non-technical speak, it cools the water and in a nuclear operation that's a very, very important thing.  And in addition, the fuel could be damaged as well if the PHT pump motors aren't running.


MR. WALKER:  Is that a high probability?


MS. CARMICHAEL:  What, the water wouldn't be cooled?


MR. WALKER:  No, the fuel bundles would be damaged.


MS. CARMICHAEL:  I think there is a probability.  I don't know whether it's high or low, but it is one of the risks.


MR. WALKER:  I am assuming there is appropriate monitoring systems to --


MR. LAWRIE:  It's a low probability.  The station is designed -- the design basis of the power plant is that you can have a loss of electrical supply and lose all four motors and still safely cool the unit.  So that is a low probability.


MR. WALKER:  That eases my heart a little, thank you.


Your response to (d) says that OPG takes all of the production risk.  Just to be clear, the production risks are after the outage production losses have been taken into account; is that correct?


MS. CARMICHAEL:  So the plan is based on, like I had mentioned earlier today, a planning methodology that incorporates certain losses into the plan.  But above and beyond that, if we do sustain losses, OPG bears complete risk for that 100 percent.


MR. WALKER:  And production above the approved Board amount goes into the --


MS. CARMICHAEL:  We also would gain from that.  Unfortunately, though, if you look at our evidence in the last -- since 2008 we have lost $1.2-billion by not meeting our generation plan.


MR. WALKER:  Certainly some motivation there, I appreciate.


If you could refer to on the same issue CCC 024.  024, issue 5.1, tab 5.1, schedule 12.  And you actually go to some pretty good detail in explaining the PHT and the scheduling for those in response to that interrogatory?


MS. CARMICHAEL:  CCC 24?


MR. WALKER:  Yes.  So when I go through the PHT outages as laid out here, I come up with 2.8 terawatt hours, and yet in response to OAPPA 6, part (b), you indicated that the outages represent 3.371 terawatt hours.


Could I ask for an undertaking to explain the difference?


MS. CARMICHAEL:  Well, there is .42 terawatts lost for 20 days times eight outages.


MR. WALKER:  I count seven.


MS. CARMICHAEL:  You count seven?  Did you count the two...  I count eight.  So I have -- in 2017 I have two, in 1732, 1742.


MR. WALKER:  Yes.


MS. CARMICHAEL:  Then I have one -- or I have two in 2018, 1811 and 1841.  Then I have one in D-1911.


MR. WALKER:  Yes.


MS. CARMICHAEL:  And I have one in D2041.


MR. WALKER:  Yes.


MS. CARMICHAEL:  And then I have one in D2141.  Is that seven?


MR. WALKER:  That would be seven.


MS. CARMICHAEL:  I thought I counted eight.  Okay.  Let me -- maybe we could do that after the break, if I can --


MR. WALKER:  Sure.  That will be fine as an undertaking.


MS. CARMICHAEL:  Okay.  Sure.


MR. WALKER:  I would also just like to confirm that that's the reduction number that's going into the forecast production, please.


MS. CARMICHAEL:  It is whatever the PHT pump motor outages are.


MR. WALKER:  Just because of the discrepancy in the 3.3 --


MS. CARMICHAEL:  We will check that.


MR. KEIZER:  Could we actually -- because this panel will not be coming back after the break -- do it by way of an undertaking?


MR. MILLAR:  An undertaking?  Yes.  So it's JT2.21.

UNDERTAKING NO. JT2.21:  TO GO THROUGH THE DIFFERENCES IN PHT OUTAGES AND CONFIRM THAT THAT'S THE REDUCTION NUMBER THAT'S GOING INTO THE FORECAST PRODUCTION.


MR. WALKER:  My second area of questions relates to OAPPA Interrogatory No. 4.  That's tab 7.1, Schedule 12, OAPPA 4, and I might just save us some time here today, because I think this might have been miscategorized as an item 7.2 relating to the Bruce lease revenue, which could be addressed by the next panel unless you felt like you wanted to tackle my questions.


MS. CARMICHAEL:  We would prefer to put it to the next panel.


MR. WALKER:  Excellent.  Could I defer my time on this questions until tomorrow?


MR. MILLAR:  You've --


MR. LAWRIE:  I have an answer to the earlier question regarding the business case for the heat transport pump motors.  Refer to Exhibit L, tab 4.2, schedule 1, Staff 41.  There was an interrogatory.  Attached to that interrogatory is the most updated business case for heat transport pump motors.


MR. WALKER:  That includes the number of -- oh, that was my earlier -- yes, thank you, sir.


MR. MILLAR:  Okay.  Is that all, Mr. Walker?


MR. WALKER:  That's all I have, thank you.


MR. MILLAR:  Mr. DeRose, are you on the phone?


MR. DeROSE:  I am.  Can you hear me okay?


MR. MILLAR:  Yes, we can.  Please go ahead.

Questions by Mr. DeRose:


MR. DeROSE:  Thank you very much.  I have one question.  It relates to 6.2.  And if you could pull up Exhibit L, tab 6.2, schedule 20, it's VECC 25.


Just as we are pulling that up -- there it is -- and if you can -- if you scroll down to the response in sub (b) -- thank you -- you refer to the stretch factor and you say that the proposed nuclear payment amounts are based on the assumption that OPG will achieve not only the performance targets but also additional efficiency improvements to compensate for the reduced revenue resulting from the stretch factor.


I just want to make sure that in the context of this IR that we understand the stretch factor that you are referring to.


This is the -- first of all, this is the 0.3 percent stretch factor that you are applying to your nuclear incentive rate-setting proposal?


MS. CARMICHAEL:  Yes, it is.


MR. DeROSE:  Okay.  And then if it's possible again just to make sure that I understand that right, with respect to the reduced revenue resulting from that stretch factor, can I just have you pull up Exhibit A1, tab 3, Schedule 2, page 33 of 54, again, just want to make sure that I'm identifying the right reductions with respect to that IR.


And again, that's Exhibit A1, tab 3, Schedule 2, page 33 of 54.


And so are those the reduction amounts that you are referring to in that VECC interrogatory?  That would be the 5 million in 2018, 10.1 million in 2019, et cetera?


MS. CARMICHAEL:  Yes, that is the 3 percent -- or the .3 that we were mentioning, yes.


MR. DeROSE:  That you are proposing.  And am I right that if the Board were to determine that it should be a different stretch factor, so for instance .5 percent instead of .3 percent, the resulting reduction amounts could be calculated simply by, instead of applying the .3 percent to your base and corporate support OM&A for each year, you would apply whatever the different amount was, so the example I gave was 0.5 percent?


MS. CARMICHAEL:  Yes, that's how the calculation would work.


MR. DeROSE:  Okay.  Thank you, those are all my questions for this panel.


MR. MILLAR:  Thank you, Mr. DeRose.


Mr. McLeod, did you have any questions for this panel?

Questions by Mr. McLeod:


MR. McLEOD:  I do.  Mike McLeod for the Prince Edward County.  For the Quinte Manufacturers Association.  All same area.


I want to look at -- and it's come up a few times today, and it's a business case summaries, and Ms. Grice and Mr. Rubenstein tackled these on slightly different perspectives, so the reference is D2, tab 1, Schedule 3, and attachment 1.


Could you take me through the process you use to build up to the business case summary for a particular project?  What we are looking at is trying to determine how the project determination -- the cost for a particular project is determined and the process it goes through, and is it an iterative process, does it get recycled a few times before you come to something you bring forward to the Board?


MR. LAWRIE:  Okay.  So projects are identified typically by the system engineering or operations folks, sometimes by other stakeholders' feedback from regulatory changes, and we identify a list at each of the sites of up and coming projects, and we have a process for that and a form that documents that.


Those project needs are documented and brought forward to the, what we call the asset investment screening committee.  They are reviewed there in terms of priority, urgency, timing, and, you know, conceptual cost, not knowing what the actual design fix is, but is this a million-dollar project, is this a $10 million project?  It helps identify the budget needs going forward at a high level.


Once the project is approved to proceed as a new start, there is a release of funds, OM&A funds, that will fund the conceptual development, and this means that we firm up what the need is, and then we look at what are the options at a concept level that could close that gap.


Once we have the conceptual design report saying this is the preferred design, or this is the preferred solution to this problem, we would then take a look at doing approval to proceed to do some developmental work, in terms of the engineering to better refine what in fact that design would look like.  And once we have done some of that conceptual development, it may be done in stages, depending on the size of the amount of work involved in the conceptual development.


So a business case is produced, approving funding to proceed with the development of that project based on the  concept that was worked up.  The results of that come back and say this is the concept worked up, this is an estimate that would take to complete the design and look at whether or not the schedule requires us to start procuring long lead materials before we get into execution.


So we may get into a next business case that is either a full release on the definition, or a partial definition and some execution -- execution meaning that we are going to start buying some materials that could be a couple years lead time while we do the design and completion in parallel.


Once we have done the conceptual development and we’ve got a sufficient amount of design done, we will estimate what the execution costs are and proceed with another business case, what we call an execution release.


Depending on the complexity, we may have several execution releases either by unit or by stage, or complexity of the project.  So what we are applying now and identified in the evidence is we are putting some more formality in the processions of those different business  cases and the gate approvals where there is additional resources that are not working on the projects in a more central group that can provide more of a black hat to assure the organization that we are ready to proceed to the next phase, we can have confidence in those estimates, and the risks have been well identifies and the contingencies are appropriate.


MR. McLEOD:  So the screening team that looks at that, they could actually stop it or kick it back.


MR. LAWRIE:  They actually don't stop it or kick it back.  But they give a recommendation to the asset investment screening committee, and say here is this project coming forward, here is our assessment based on these criteria that we should be at for the next release, and then it may be a business decision saying I understand we haven't got the design complete, but the business need is such that we have to get it into a particular planned outage.


So we we’ll adjust the contingency or we will accept the risks, and move forward to start the planning for execution, and that may break down the execution into smaller releases rather than one large release.


We have had situation where the business need doesn't allow, you know, perfection in each phase.  You have to take some progression work going forward.


MR. McLEOD:  So one of the ones that attracted our attention was -- and I forget which one.  It was one of Board Staff IRs, 26 or 25 or something, and it was with respect to nozzles that were missing out of – in one business case that was being developed and then it added another $14 million in cost.


So where does something like that -- where does that show up?  It obviously didn't show up in the beginning when it was being developed; it showed up somewhere else.


MR. LAWRIE:  I would have to refer --


MR. McLEOD:  I am trying to think if it was the Darlington restore emergency service water and fire water margins.  I actually didn't write it down because it just twigged -- it doesn't really matter too much.


But what I was looking for is where does the correction come in to say, okay, we missed something significant, how do we capture that.


MR. LAWRIE:  So that sounds like a scope change.  Either through the planning or execution, we have a need to either increase the scope of the project or decrease the scope of the project if we identify certain elements are not required.


In that process, we would have a subsequent business case and if we were at a full release execution, it would be a variance or superseding business case depending on the magnitude of the scope change.


MR. McLEOD:  Now, you’ve got, say, an amendment to the primary business case.  Do they follow each other right to execution?


MR. LAWRIE:  Yes, it become the approved document.  So if I have a business case -- let's say I have a business case, let’s say I have partial execution release, meaning I have done my development planning, I am now planning to do my execution and I was to install a certain number of components, and I find out I have to add some more, I will then have a subsequent business case to say I need to have a justification to add additional scope.


And then it would go through the screening committee. It will go through a gate review actually before it goes to the screening committee, and they will determine whether or not the budget is available, the timing of it, and whether it's appropriate to add that scope.  And then it actually goes to the approval authority in our organizational authority register.


MR. LAWRIE:  Okay.  I wish I had written down where those nozzles were.  But that explains how that would have been captured at the final business case when the differential and the costs were identified.


Now, if I was to look at it from a manufacturing and processing perspective -- and yesterday the panel looked at there is loads of guidelines and procedure and oversight all the way through the process -- would I compare this fairly to what we would call lean manufacturing or six sigma, lean six sigma, is it that type of rigour that goes into it?


To me, it sounds like it, but is that --


MR. LAWRIE:  Our objective so to increase the rigour significantly.  There are some projects that don't meet our expectations that we’ve had superseding releases on.  And over the last few years, we’ve recognized that we need to improve the performance of the organization, and by implementing our initiatives that are identified in the evidence in terms of the gated process, a central group of project excellence, we believe we can improve project performance going forward.


MR. McLEOD:  Okay, perfect.  Thank you.


MR. MILLAR:  That you, Mr. McLeod.  I think that concludes the examination of this panel.  So we will take our afternoon break, after which I understand we will return with panel 3, Mr. Keizer.


And, Mr. DeRose, you will stay on the phone because you are going first -- or you will – hopefully, you will be on the phone.  Are you there, Mr. DeRose?  Okay, we will find Mr. DeRose.


MR. DeROSE:  I was on mute.  Can you hear me now?  I kept trying to talk to you, Michael.


MR. MILLAR:  Okay.  Well, we have got you now.  So we will be back in 15 minutes.


MR. DeROSE:  And would you still like me to go first?


MR. MILLAR:  Yes, if you don't mind.


MR. DeROSE:  Perfect, thank you.

--- Recess taken at 3:22 p.m.

--- On resuming at 3:39 p.m.


MR. MILLAR:  Good afternoon, everyone.  We will get started again.


We now have panel 3 on the stand.  Mr. Smith, would you like to introduce them?


MR. SMITH:  Thank you, Mr. Millar.  I will ask the panel members to introduce themselves, but before I do that, just one preliminary matter.

Preliminary Matters:


I gather that Mr. Lawrie was, I believe, asked by Staff for a list or the identification in the evidence of the list of unallocated projects for the capital portfolio, and that list can be found at Exhibit D2, tab 1, Schedule 3, Table 5.


So with that I'd ask the panel members to introduce themselves, and why don't we start closest to me with Mr. Fralick.


MR. FRALICK:  Chris Fralick.  I am the vice-president of regulatory affairs.


MR. PUGH:  Randy Pugh.  I am the director of regulatory affairs.


MR. MAUTI:  John Mauti, vice-president, chief controller, and accounting officer for OPG.


MR. KOGAN:  Alex Kogan, vice-president, business planning and reporting, OPG.


MS. REES:  Donna Rees, director, total rewards, OPG.


MR. SMITH:  I have a finicky mic.  We have no preliminary matters, Mr. Millar.


MR. MILLAR:  Thank you, Mr. Smith.


Mr. DeRose, are you on the phone?


MR. DeROSE:  I am.  Can you hear me okay?


MR. MILLAR:  Yes, I can.  Please go ahead.

ONTARIO POWER GENERATION INC. - PANEL 3

Chris Fralick

Randy Puch

John Mauti

Alex Kogan

Donna Rees

Questions by Mr. DeRose:


MR. DeROSE:  Thank you, Mr. Millar, and thank you for those that have let me go ahead of the others.  It's appreciated, even though we don't have a lot of questions.


Our questions today, panel, are going to focus on issue 11.1, and if we can start by pulling up CME Interrogatory No. 6, which is Exhibit L, tab 11.1, schedule 3, CME 6.  Thank you very much.


And in this interrogatory we were asking questions with respect to the partial function costs versus the total function cost analysis, and I am going to turn in a moment to Staff 2-2-9, because that's how you answered a large portion of our questions in this interrogatory, but I thought I would start with understanding your answer.


We asked whether OPG had set the proposed hydroelectric stretch factor based on the company's performance on the total cost function instead of a partial cost function, what the resulting stretch factor would have been.


The answer at the bottom is that, if I understand it right, is that the stretch factor would be 0.45.


So let me just start with this.  Panel, as I understand it, the partial function cost stretch factor is 0.3; is that right?


MR. PUGH:  That's correct.


MR. DeROSE:  And is the 0.45 that you answer in response to our Interrogatory No.6, that's an apples-to-apples comparison to the 0.3?


MR. PUGH:  I am sorry, I am not understanding, Mr. DeRose.


MR. DeROSE:  Perhaps let me put it this way.  If the Board were to decide that your stretch factor should be established on the total function cost rather than partial function cost, then the stretch factor would move from 0.3 to 0.45; am I right?


MR. PUGH:  That's correct.


MR. DeROSE:  Okay.  And the -- your payment amount estimates that you have calculated in the case are all based on a stretch factor of 0.3; is that right?


MR. PUGH:  That's correct.


MR. DeROSE:  Is there an easy way for you to -- and even if it is at an estimate -- to try and give us an idea of what the -- I guess it would be a reduction of payment amount -- impact of moving from a 0.3 stretch factor to a 0.45 stretch factor would be?  We are just trying to get a sense of, are we talking a million, 10 million, 50 million?


MR. PUGH:  It would have to be subject to check, but the amount of the revenue-requirement reduction is about 60- to 65 million at .3, so at .45, 90- might be the number.


MR. DeROSE:  Okay.


MR. PUGH:  Does that help?


MR. DeROSE:  That does help.  And I have to admit, with -- and I asked panel 2 -- I am not sure whether you were listening before -- but for your nuclear stretch factor, you actually provided a chart which showed the annual reductions, and I wasn't able to find anything in the evidence that had sort of similarly set out what the stretch factor reductions are on the hydroelectric side.  Do you know, does that exist?


MR. PUGH:  Not to my knowledge, no.


MR. DeROSE:  Okay.  Now, let me then turn to, if I can, you reference in your answer to CME number 6 Board Staff 2-2-9, which is Exhibit L, tab 11.1, Schedule 1, Staff 2-2-9.  Would we be able to pull that up?


MR. PUGH:  We have it.


MR. DeROSE:  Okay, thank you.  And if we can start -- actually, I would like to start sort of in the reverse order.  If we could start with (c), where Board Staff asked you what alternate approaches or analyses OPG conducted in considering the reasonable stretch factor, and you said none.


Can you explain why you would not have looked at -- I mean, why did you not look at alternative approaches to stretch factor?


MR. FRALICK:  Hi.  OPG took a look at the RRFE criteria for the price cap index for a 4GIRM methodology, and the method applied for the determination of the stretch factor under that method as is being deployed under the electricity distributors is to use a total cost benchmark comparison on a scale of zero to .6 percent.


So we embarked on a total cost benchmarking through Navigant and, through reasons that are outlined within our evidence, ultimately compared the partial function costs and concluded that the .3 percent stretch factor was an appropriate determination, given where OPG benchmarked, being that it benchmarked at median.


MR. DeROSE:  Okay.  And so it's not that others don't exist, it's just you determined that it wasn't worth looking at them; is that your approach?


MR. FRALICK:  OPG endeavoured to model its IRM framework as closely as possible to the established methodology and the RRFE of the 4GIRM construct.


MR. DeROSE:  Okay, thank you.


And in terms of the established RRFE approach, you refer to total cost benchmarking.  Are you aware, have any Ontario LDCs or the Board either utilized or approved a partial cost benchmarking as opposed to total cost benchmarking the way that you're proposing?


MR. PUGH:  I am not aware of any.  For the electricity distributors they use an econometric model, and it is based on total cost.


MR. DeROSE:  Right, okay.  And if I understand correctly, for your partial function cost you have removed public affairs and regulatory costs, gross revenue charges in lieu of taxes, and then gross revenue charges for water rental.


Are those the three main categories that you have removed from your total cost benchmarking to make it a partial cost benchmarking?


MR. PUGH:  Let me just, sorry, pull something -- sorry for this, Mr. DeRose, let me pull something up.


So I would like to refer you to Exhibit A1-3-2, attachment 2, page 6.  And, Mr. DeRose, as you suggested, it is public affairs and regulatory costs that is the difference.

The predominant difference is the two items; it's almost 99 percent of the difference, and that's the GRC both in lieu of property tax and for water rental fees, and these are amounts that are not comparable to other utilities and therefore, we haven't used that as a basis of comparison to determine our relative performance and therefore our stretch factor.


MR. DeROSE:  Okay, thank you very much.  Now turning back to, if I can, Board Staff 2-2-9, thank you very much.


And then in sub (b), you refer to Navigant normalized for differences in the peer group, and the examples you give are types of stations, capacity or unit size.

When I reviewed the Navigant study, I couldn't see any reference to normalizing your peer group for -- and now I am using your language -- controllable costs that are not controllable, so sort of taking out the equivalent of public affairs and regulatory or GRC for each of your peer groups.  Do you know if they did that?


MR. PUGH:  I don't.  It's not identified in the report if they did.


MR. DeROSE:  I didn't see it in the report.

MR. PUGH:  No, it's not.

MR. DeROSE:  And I guess what I am trying to understand is adjustments have been made to your costs so that you're being assessed on a partial cost basis, and I couldn't see anything in Navigant's report that said that they undertook a similar analysis for each of your peer groups.  I suspect that they didn't, but I would like to have that confirmed.


Is that, is that something that is possible for you to confirm, whether Navigant did or didn't do?


MR. PUGH:  We will do that, Mr. DeRose.

MR. DeROSE:  Thank you very much.

MR. SMITH:  We can do that.

MR. MILLAR:  So it's JT2.22.

UNDERTAKING NO. JT2.22:  TO PROVIDE INFORMATION RELATED TO PEER GROUP ANALYSIS UNDERTAKEN BY NAVIGANT


MR. DeROSE:  Again just to reframe it so we are on the same page, we would like to understand whether Navigant, in normalizing the differences in the peer group, normalized each peer group member in a similar way as they did to OPG by removing certain costs that are similar – sorry, costs similar to public affairs and regulatory or GRC.

MR. PUGH:  Yes, we can do that.  I would like the to note that they do note in here that for par costs, many of the US utilities are owned by municipalities, or the U.S. Army Corps of engineers don't have such costs.  So I don't know if they normalized them, or they just don't exist.

MR. DeROSE:  Yes, I guess my question -- and perhaps I will just foreshadow it for the hearing, assuming Navigant is a witness -- is that while they might not have public affairs and regulatory or GRC in the way that OPG faces it, I assume that some of them would have other costs that you don't have included in yours and -- I am not going to try to imagine it, but something different than public affairs and regulatory that you just don't have to deal with on a year to year basis if they do.

So that's really -- I think your question and your undertaking you will answer that for us.

Now, in terms of -- if I can then go to sub (a). In Board Staff's question, they refer to Navigant using a partial function cost benchmarking, and the LEI study being a total factor productivity study.


Does it cause you any concern that for your productivity factor, it's based on total productivity and not partial productivity, but for your stretch factor it's only on partial.

MR. PUGH:  It doesn't particularly cause me concern.  When I am doing a stretch factor, I want to know the relative performance of my utility to others, so that I can determine an appropriate stretch factor.  And therefore, I want a basis of comparison that is relevant.


So doing a partial factor cost metric is the most relevant of those metrics.  To make it more comprehensive and less comparable wouldn't be useful for the stretch factor.

MR. DeROSE:  And do you think the same can be said of a total factor of your productivity?  First of all, have you ever seen a partial factor productivity?


MR. PUGH:  I have seen a partial factor productivity and I believe in the early generations of incentive regulation, the Board applied just that.  I believe it was second generation, but I am sure Board Staff would be able to correct me if I am wrong.

MR. DeROSE:  And was any consideration given to using a partial factor productivity analysis rather than total factor productivity?

MR. PUGH:  OPG was directed to perform a total factor productive analysis, and we followed the direction of the Ontario Energy Board.

MR. DeROSE:  Okay, thank you very much.  I think that my time is up, and that was the area that we had need for clarification on.  Thank you very much.


MR. MILLAR:  Thank you, Mr. DeRose.  Mr. Buonaguro?

Questions by Mr. Buonaguro:


MR. BUONAGURO:  Thank you and good afternoon.  I have a series of relatively discrete questions, so I am hoping to move rather quickly.

I am starting at issue 1.2, Staff 1.  So this interrogatory refers to the memorandum of agreement that was entered into between the shareholder and OPG on July 17th, 2015.  And at part (c), it refers to some of the key changes and in particular, it refers to, after the first bullet point, “broadens OPG's business mandate to include a full range of generation technologies and related energy businesses participation if all Ontario energy-related procurements, section 4.11, and the ability to pursue strategic investments and acquisitions in the energy sector, including related business ventures outside Ontario, section 4.2.”

And at CCC Interrogatory No.3, we asked about that statement in part and the response was that the business growth strategies referenced relate to OPG's unregulated business, and therefore are not relevant to the setting of payment amounts for the prescribed assets.

So my first question is this:  With respect to these new opportunities that don't relate directly to the regulated business, I am assuming, and perhaps you can confirm, that they would be supported by shared costs, i.e. they would get an allocation of costs out of the company as a whole?


MR. MAUTI:  Depending on the types of investments and the types of vehicles that might be explored, we would make sure that an appropriate cost to support those would be taken out and properly allocated or attributed to that business, yes.

MR. BUONAGURO:  Thank you.  Has that been factored into the application in terms of the allocation of costs and, if so, how and how can I know that or test that?

MR. MAUTI:  You know, there's been limited investments in those unregulated businesses, in terms of opportunities or potentials that we may be bidding at or looking at.  I know we are into this area of what becomes part of the unregulated part of the business, and ensuring that an appropriate reduction is taken out for those costs that would be part of the regulated side of the business.


In terms of our cost allocations and the way we do our cost allocation factors that have been reviewed, an appropriate allocation of those costs for the unregulated part of the business is a defined methodology we have for those cost allocations.  So the amounts that are remaining that are submitted as part of this application for nuclear would reflect an appropriate allocation of those costs that are unregulated.

MR. BUONAGURO:  Okay.  Are you saying that it doesn't matter what the new business attracts in terms of shared costs?


[Witness panel confers]


MR. MAUTI:  Not that it doesn't matter, I am suggesting that it's -- first off, it's the level of those -- or the types of those costs and those agreements are obviously not part of this proceeding, and the basis with which we do our cost allocations which has been submitted and reviewed in terms of an appropriate practice to allocate for unregulated business, we take those opportunities and those initiatives into account to make sure that what you see in front of you for the nuclear business does not include any of those costs that would be supporting these other unregulated activities.


MR. BUONAGURO:  Thank you.  So I understand that the methodology has been essentially the same since X year, and I can't remember, I think it's 2010 or maybe earlier?


MR. KOGAN:  The methodology was last reviewed for the EB-2013 proceeding, so there is an independent report filed.


MR. BUONAGURO:  Okay, thank you.


And the running of the methodology, if I can call it that, in support of this application, when would that have been done?


MR. MAUTI:  I think we basically run that method continuously as part of our reporting to ensure that costs that are attributed to the unregulated side of the business are properly captured.


MR. BUONAGURO:  Thank you.  But in order to file the application with allocations embedded in the application for the next five years, it would have had to have been run one last time, so when was that?


MR. MAUTI:  It was run as part of the 2016/'18 business plan cycle, so it would have been run at the -- probably in initial planning throughout 2015 and then confirmed at the very end of 2015 once all the different factors that are used as part of our allocations are known.


MR. BUONAGURO:  Thank you.  So are you saying that at that time there was, I want to say robust forecast of this unregulated new business activity that was incorporated into the allocation?


MR. MAUTI:  As would have existed for the 2016 to 2018 business plan, we have subsequently gone through another planning cycle for the 2017 to 2019 business plan, and any changes from that through any additional activities would be reflected as part of the '17 to '19 business plan.


MR. BUONAGURO:  Okay.  So you are saying that the allocation that underpins the application would have incorporated the results of the 2016 -- no, 2015 to 2017 business plan with respect to the unregulated business?


MR. MAUTI:  No, the 2016 to 2018 business plan.


MR. BUONAGURO:  Sorry.


MR. MAUTI:  The basis of our pre-filed, yes.


MR. BUONAGURO:  Sorry, I'm getting my years mixed up.  And then you're in the next business cycle, 2017 to 2019; is that right?


MR. MAUTI:  That's correct.


MR. BUONAGURO:  So maybe I can get an undertaking for you to review the projections for the unregulated business between the two business planning cycles and tell me if there is any material differences in the forecasts.  I am not asking for the amounts, but if you are telling me that the first cycle is incorporated into the application through the allocation methodology and that you have got a new business cycle and a new planning for the next horizon, whether there would be any material differences between the two.


MR. MAUTI:  I believe as part of the potential update from the 2017 to 2019 business plan we will be bringing that forward to the Board as part of an impact statement as to the impact of rolling into the new business plan which was approved last week by our board of directors.  So you will be getting a wholesome view of all the changes from the 2017 to 2019 business plan.


MR. BUONAGURO:  Is that -- I will be getting it in time for the hearing?


MR. SMITH:  Yes.


MR. MAUTI:  Yes.


MR. BUONAGURO:  Thank you.  Okay.  I will go with that.  Thank you very much.  I appreciate it.


Okay.  So I am moving on to issue 1.2 Staff 3.  And actually, this is somewhat related.  This interrogatory response attaches the next cycle of the business planning assumptions, so the 2017 to 2019 business planning assumptions?


MR. MAUTI:  That is correct.


MR. BUONAGURO:  So I assume -- and I think we just confirmed, this -- the business planning assumptions that are in that document couldn't possibly have formed the basis of the application, because it comes out after you're basically done the application, right?


MR. MAUTI:  That is correct.  They were issued in May of 2016 --


MR. BUONAGURO:  Right.  But actually --


MR. MAUTI:  -- concurrently with --


MR. BUONAGURO:  -- the converse is probably true.  The business planning assumptions that are in that document I would assume flow from what you are seeking in the application.  That the targets that are in the application for each of the years with respect to OM&A or capital and such would form the basis of the assumptions that are in the new document; is that true?  I didn't check, but I am assuming -- it makes sense to me.


MR. MAUTI:  The assumptions and the targets in the 2016 to 2018 business plan instructions which were filed as part of our pre-filed evidence formed the targets that were in the pre-filed evidence.


MR. BUONAGURO:  I understand that.  But then you have new planning assumptions that came out after the application for the '17 to '19 year.


MR. MAUTI:  Correct.


MR. BUONAGURO:  Those are years that fall within the test period.


MR. MAUTI:  Correct.


MR. BUONAGURO:  So I assume that when you are telling the company to plan for three years that occur within the test period, you are telling them to plan in accordance with what you are telling the Board through the application your targets are for various aspects of the business like OM&A and capital.  Is that right or is that wrong?


MR. MAUTI:  Partially right.  What was in the application was the previous planning cycle, and as I mentioned, this planning cycle, the '17 to '19 planning cycle, recently as of last week was approved by our board of directors, and that is the update that I am suggesting will be brought forward via an impact statement prior to the hearing in February that would identify any deltas or changes for that period of time from last year's plan, which again formed the pre-filed, to this the year's

plan --


MR. BUONAGURO:  Okay.  So what you are saying is that the planning assumptions in the new '17 to '19 document that is in this interrogatory response may actually be different than what's in the application, and you are going to incorporate that in an update to the application?


MR. MAUTI:  Correct.  It's not so much the planning instructions, here is the actual final business plan that's approved by our board of directors.  Any changes from that to what was in the pre-filed evidence would be subject to an update to the board.


MR. BUONAGURO:  I just refer to the planning assumptions because the planning assumptions in the new document come from the new plan, the new business plan, presumably.


MR. MAUTI:  Yeah, again, you issue planning instructions and targets and then you go through a cycle of planning through a several-month process.  The result from that business plan may or may not line up 100 percent with those targets and directions.  That could be for whatever reason, but they are then brought forward, validated, vetted, brought to our board for approval, and then any delta from that to what we had in the pre-filed would be brought forward.


MR. BUONAGURO:  Okay.


MR. MAUTI:  The instructions are somewhat of an interim step in that process, in that planning cycle.


MR. BUONAGURO:  Okay.  So I guess again it is sort of a wait and see what happens when the business plan is released?  Yes?


MR. MAUTI:  Correct.


MR. BUONAGURO:  Okay.  I have a very specific question about those instructions at page 4.  One of the things it says is -- it says that one of the key initiatives is to improve returns on the shareholder's equity by focusing on bottom-line results and migrating towards a regulatory capital structure.


MR. MAUTI:  Sorry, can you point me to where --


MR. BUONAGURO:  Yeah, I have it noted as being on page 4 of that document.  Let me see.  Let me confirm that.


MR. MAUTI:  Page 4 of 33 or page 4 of the document --


MR. BUONAGURO:  Good question.


MR. MAUTI:  It's slightly different.


MR. BUONAGURO:  Attachment 1, page 4 of 33, under "financial strength", the second bullet point.  It is a simple question.  I just want to clarify what that means.


MR. MAUTI:  Well, focusing on bottom-line results obviously means ensuring that the targets and the returns and the income that the company makes is commensurate with our targets and reflects a return that at least approaches the target returns, and moving towards a regulatory capital structure is a -- recognizing the differences between our actual capital structure and our board-deemed capital structure, and those have impacts on our returns, and the return to the shareholder, and moving towards the authorized OEB structure is a sort of a longer-term objective that we have in mind.


MR. BUONAGURO:  All right, thank you very much.


Moving along to issue 1.2 CCC 8.  This asks about the post-implementation review process and also specifically asks about that with respect to the Niagara tunnel project.  And there was some discussion about the Niagara tunnel project yesterday in the post-implementation review for that.


My first question is a simple one.  When -- I understood from yesterday that it's under review, like, the results are under review and pending release, presumably.  Is there an ETA on when that PIR is going to be released?


MR. MAUTI:  I don't have the specific date as of yet.  It is in progress and nearing completion, but I don't have a specific date for you, unfortunately.


MR. BUONAGURO:  I hate to ask again, but is it an in-time-for-the-hearing type thing?


MR. MAUTI:  It should be --


MR. BUONAGURO:  Okay, thank you.


MR. MAUTI:  -- in time for the hearing, yes.


MR. BUONAGURO:  And a general question about PIRs, and then I understood this -- there were two attached to this particular response.  There was -- I think one was called a simple one and another one is called the more comprehensive one, and I think I understood from some other evidence I read, which I don't have a reference for, but maybe you could answer the question and help me out.

Are simple PIRs done for every project basically?


MR. MAUTI:  I don't believe post implementation reviews, even the simple ones, are done for a hundred percent of the all projects that are complete, no.

MR. BUONAGURO:  Is there a threshold, something that says this one need as simple one -- and we can expand the question to the comprehensive one.  More simply put, when are simple PIRs done or triggered, and then when are comprehensive PIRs done or triggered?

MR. MAUTI:  I don't have that with me now, but it is something we could find out for you.

MR. BUONAGURO:  Okay, that will be an undertaking.

MR. MILLAR:  JT2.23.
UNDERTAKING NO. JT2.23:  TO ADVISE WHEN SIMPLE PIRS ARE DONE OR TRIGGERED, AND THEN WHEN COMPREHENSIVE PIRS ARE DONE OR TRIGGERED


MR. BUONAGURO:  And I assume, without knowing, PIRs, are they routinely or not routinely filed with the OEB?  I assume the second, that they are not routinely filed.


MR. MAUTI:  Yeah, I don't believe one has been filed in the past.  I am not a hundred percent certain, but I don't believe so.

MR. SMITH:  We have filed them in the past; it would be wrong to say that they are routinely filed.


MR. BUONAGURO:  But specifically, it's not a normal reporting requirement in recent history.  But you do file specific ones occasionally?

MR. SMITH:  That's correct.

MR. BUONAGURO:  Thank you.  Moving along to issue 1.3, CCC 10 -- and I am going to guess that we are going to switch witnesses here.


MR. PUGH:  Good guess, Mr. Buonaguro.


MR. BUONAGURO:  So this is mostly just to frame some of the question.  This is a question asking about interest payments that accrue as a result of the nuclear rate smoothing proposal, and there is a particular scenario in here.

Elsewhere in the application, as I recall, the proposal for rates for year one is a reduction in rates; is that right?


MR. PUGH:  Correct.


MR. BUONAGURO:  And I may be thinking about what happened in the presentation day -- which obviously was untranscribed, so if I got it wrong let me know.  My understanding is that the reason for that is because I think there is rate riders coming off in that period.

MR. PUGH:  Yes, I just want to make it clear.  The base payment amount is in fact increasing in 2017.  Because the rider is coming off, the net impact is a reduction in the total amount that is paid by customers.

MR. BUONAGURO:  Right, that's really what I was just about to say.

MR. PUGH:  I wanted to be clear for you.

MR. BUONAGURO:  I am much happier with how you say it. So from a ratepayer perspective, the net result, if the application goes through untouched, is a reduction in what they will pay to OPG for that portion of energy for the average consumer?


MR. PUGH:  That's correct.

MR. BUONAGURO:  Okay.  So the question is this:  Would it be -- well, plausible.  Presumably, you could maintain rates at least at a flat rate for 2017 and that would, as part of a rate smoothing proposal, create a fund in the first year to apply against future deferrals.  That could happen, right?


MR. PUGH:  As long as it's meeting the requirement of the regulation to make rates more stable, then it could happen.

MR. BUONAGURO:  Okay.  So perhaps I can ask you for an undertaking to provide an estimate that shows that scenario.  What happens if instead of reducing rates in the first year, the total rate, you don't -- you hold rates flat, see how much revenue is generated on a forecast basis, and see what effect that has on the rate smoothing proposal.

MR. PUGH:  Just to be clear, a zero percent combined rate change for hydro and nuclear, because that's what impacts customer bills, in 2017, and then continue with all of our other proposals 2018 to 2021?


MR. BUONAGURO:  Yes.  And the assumption is that the effect is that some of the rate increase that you want to put in the deferral account will be offset by the pre-funding, and that would avoid some level of interest costs down the road.

MR. PUGH:  And when I run that scenario, what you want to see is the impact on the deferral balance and the interest cost?

MR. BUONAGURO:  Yes, trying to get some sense of materiality.

MR. PUGH:  We can undertake to do that.

MR. SMITH:  We can do that.

MR. MILLAR:  JT2.24.
UNDERTAKING NO. JT2.24:  TO PROVIDE A SCENARIO SHOWING RATE SMOOTHING AND MATERIALITY


MR. BUONAGURO:  Thank you.  We are skimming along quite nicely so far.  Issue 6.6 Staff 136.

MS. REES:  Okay.  I have it.


MR. BUONAGURO:  So at part (a) of that response, it says the head count capture in OPG's business plan includes part-time staff and is depicted as of year end.  Contract staff is not included in OPG's business plan head count.

I guess so the simple question is why are contract staff not included?


MS. REES:  Contract staff are included as a dollar amount in purchased services, but they are not included as a count of employees as they are not employees.

MR. BUONAGURO:  Okay.  Can you tell me what percentage of that compensation amount relates to contract staff versus employees?  Or I guess you are going to tell me I can look at 2 K and find that out?

MS. REES:  No, there is no compensation amount for contract staff in the 2K.

MR. BUONAGURO:  You don't use the word compensation amount.

MS. REES:  They are purchased services.

MR. BUONAGURO:  Right.  I guess the concern is that while it may be the case that employee head count has gone down, and that's presumably a good thing in terms of controlling costs, the concern would be that they may be simply replaced with contract staff and that the overall manpower hasn't changed, or hasn't changed significantly.

Are you able to give me some sort of reconciliation between the decrease in head count and the increase in use of contract labour?

MR. MAUTI:  I think the difficulty in trying to do that is often in our purchased service arrangements, we don't necessarily have a visibility on a per hour basis.  The work that is being done for us sometimes is done on a turnkey basis, or in an effort to do a piece of work.

So to be able to say I have replaced hours with a contract itself, it may be difficult to have that comparison between them.

But the main point is, I guess, what goes into the business plan itself is the required work to be able to operate our plants, maintain them and whatnot at the level that they need to be.

So I think that's the core, and being able to do it in way that is most cost effective, whether it's a contract or whether it's labour.  And as you indicated, and as we have said in our business plan, the amount of regular staff has come down and the importance of that is that the requirements within those regular staff, just in terms of pensions and benefits and expectation of employment, which you get with the regular staff, trying to replace that with doing things on a contract basis has benefits to it.  But to be able to do the reconciliation as you are looking to try to say here’s a quantum down and here is a quantum up would be next to impossible to do, because not every contract has that visibility to be able to do that.

MR. BUONAGURO:  Thank you.  So I took that the general theory being we are reducing employees, and that's a good thing.  And presumably at least some, if not all of the functions that were being done by employees who are no longer then are being replaced in some form by contract work or contract labour.

And what I like from you is some way of knowing that the net result is a benefit to ratepayers, and you seem to be saying we can't track that.


MR. MAUTI:  A couple of things.  As people are leaving the organization we don't simply just replace that work with contract, we have done a lot of effort since 2011 to try to actually stop doing things that are considered to be lower value added.


So I don't think it's a straight replacement.  You are just trying to say, you know -- and in the end looking at the total dollars to operate the business is probably the best way so that it becomes irrelevant whether you are using staff resources or contract resources.  It should be the, you know, the cost of operations to be able to sustain that over the period of time should be the most important way or the most critical way to look at this.


MR. BUONAGURO:  Thank you.


So -- but you are saying you can't really show it to me in the way that I have been asking.


MR. MAUTI:  What you are trying to ask is for the reduction of staff and those savings offset that with the amount of contracts that have been specifically there to replace those staff and show me that there is a net cost differential, again trying to -- you have to associate the additional contract staff specifically with work that had been done by people who were employees of the organization previously to be able to say that's the pure answer to that question, and again, I am struggling, because I am not sure if I can necessarily do that in a way that would probably satisfy you.


MR. BUONAGURO:  I am happy to leave it with you as an undertaking to think about what you might be able to produce to answer that inquiry.


MR. MAUTI:  It doesn't make the task any easier just if I think about it.


MR. BUONAGURO:  I am on the side who doesn't know anything about it, so --


MR. SMITH:  All I can tell you, Mr. Buonaguro, I don't think it's an appropriate undertaking, but obviously, you know, people will read the transcript and reflect on them, and if there are answers that need to be corrected or changed or updated, you know, we would do that as a matter of course.  But I don't think it's an appropriate undertaking.


MR. BUONAGURO:  Okay, all right, thank you.  Issue 6.6 AMPCO 123.  So this may have been informed in part by what we just talked about.  I am just waiting for it to come up on the screen.


So part of this interrogatory indicates that 40 percent of the proposed revenue requirements for 2017 to 2021 are attributable to compensation costs, including overtime.  So one of my questions, which I think I can answer now, was how much of that is full-time, part-time, and contract staff, and you are going to tell me none of that is contract staff, from what I just heard; is that right?


MR. KOGAN:  That's correct.  This calculation was done on the same basis as our definition of compensation for 2K.


MR. BUONAGURO:  Okay, thank you.


And the interrogatory states that OPG does not track the portion of rate base specifically attributable to capitalized compensation costs.


So if I -- I can't ask the question how much that compensation was capitalized and put into rate base.  The answer is we don't know?


MR. KOGAN:  No, I think it's bit more nuanced than that.  The issue is once you've capitalized something it's going to be in rate base for a while.  It is going to depreciate earned return, et cetera, so I could have capitalized a labour cost ten years ago and it's still in rate base.


So when the question asks what portion of revenue requirement relates to compensation, it in its broadest sense requires one to think through every single compensation cost ever capitalized that still hasn't been depreciated, and that we certainly do not track, no, so that was the basis of the comment here.


MR. BUONAGURO:  Okay, so I will give you some background as to why we ask that kind of question, because in my experience with electricity LDCs, when you do a 2K you can usually find out how much of the total compensation is going to be capitalized and how much of it is going to go to OM&A, which would give you this answer, I think, on an annual basis.  I think you are saying you don't track that.


MR. KOGAN:  No, no, I am not saying that.  I think it's a slightly different question the way you are asking it now, because now you are asking out of the compensation in a coming year how much would be capitalized, which may or may not be in revenue requirement, may or may not enter rate base right away, because you -- there is this time lapse and capitalization, in-service amount, so if the question is how much are you capitalizing of the cost of the test period, then that's information we can provide.


MR. BUONAGURO:  Okay.  And assuming that hasn't been provided can you do that?  Can you show the amount of compensation that is intended to be capitalized in each of the test years?


MS. REES:  Yes, we can.


MR. BUONAGURO:  Thank you.


MR. MILLAR:  JT2.25.

UNDERTAKING NO. JT2.25:  TO SHOW THE AMOUNT OF COMPENSATION THAT IS INTENDED TO BE CAPITALIZED IN EACH OF THE TEST YEARS.


MR. KOGAN:  For the nuclear business, yes, we can.


MR. BUONAGURO:  Okay.  Because you don't have test-year forecast for the hydroelectric, right?  Okay, thank you.


6.6 AMPCO 124, so the next one over, yeah.  This one here says that the number of OPG employees, including regular and non-regular employees, at the end of 2015 was 10,233.  And I believe the reference to that is a table that goes back to 2013 and goes forward to the test year in terms of FTEs, and the question is what head counts.


Could I actually get historical numbers for head counts for the years 2012 to 2014 and then for the test period?  So basically expanding this answer to include 2012 through to 2021.


MR. KOGAN:  Give us a moment, please.


MS. REES:  AMPCO 145 does include the regular, and you would like regular and temp; is that correct?


MR. BUONAGURO:  Yes.


MS. REES:  Yes.


MR. BUONAGURO:  Thank you.


MR. MILLAR:  That's JT2.26.

UNDERTAKING NO. JT2.26:  TO PROVIDE HISTORICAL NUMBERS FOR HEAD COUNTS FOR THE YEARS 2012 TO 2014 AND THEN FOR THE TEST PERIOD.


MR. BUONAGURO:  And I have got two references to go, so we are almost done.


Issue 8.2 CCC 38.  And this is on nuclear liabilities, and I will preface it by saying I am pretty sure we are agreeing on this.  I just want to make sure I understand. This was asking about the impact of the ONFA and the different rights that the province has and that OPG has in terms of moving money between funds and whether it affects nuclear liabilities as they appear in the revenue requirement, and I was fully expecting you to agree with me, and you didn't, so I am just going to go through it once quickly to make sure we are understanding each other.


So in terms of the province's right to surplus funds in the segregated funds, my understanding is that that doesn't happen until all the nuclear liabilities are paid out, it doesn't happen until the end; is that right?


MR. MAUTI:  No, the right that the province has end years throughout, so that it's not just at the end of the program itself, which is why we go through, and it's a rather long answer, I understand, but to reflect the fact that we can never recognize a value of those funds or any earnings once they get above the fully-funded status other than a small condition on the decommissioning fund that we get into in the response as well.


MR. BUONAGURO:  Fair enough.  And that's what I understood.  I just want to make sure we understood each other, because my understanding is -- understanding it is a right that persists, but they don't actually collect until the end.  It doesn't matter.  The point is, is that when you calculate the nuclear liabilities in accordance with the Board-approved methodology, it doesn't really affect anything until the very end, and even then it doesn't affect anything, it doesn't change anything.


MR. MAUTI:  Well, but you keep saying it doesn't change anything until the end, but there is a surplus right now within the decommissioning fund, as an example.


MR. BUONAGURO:  Right.


MR. MAUTI:  So we don't calculate and take into account and flow through the impact of earnings on that excess amount, because we do not have access to it.  And there are conditions within the ONFA agreement that the province could actually access it before the liability programs extinguish, primarily -- or especially in the used fuel fund that they provide a guarantee on, at any ONFA reference plan update, they could force an actual payment from the funds out to the province.  They haven't stated the intent to do that, and they have reinforced the fact that this is a long-term program to last several decades, and that's not the intent, is to withdraw access, but for some of those funds they actually could access it faster.


MR. BUONAGURO:  Okay.  Based on what happens when they update the reference plan?


MR. MAUTI:  It's based on the position on the used fuel fund and the guarantee at the date of the reference plan.  If it's in a surplus they could request and withdraw the surplus.


MR. BUONAGURO:  Okay.  Fair enough.  So thank you.  You were very careful in your answer, and now I understand why.  I don't think it affects anything in my position on nuclear liabilities, but I appreciate understanding it.  And hopefully you will never hear nuclear liabilities out of my mouth again.


One more.  Issue 9.1 CCC 39.  And this relates in part to a discussion I had with panel 1, and it was left a certain way and I want to make sure that I was accurate, because I think there is a nuance that I missed when we had this conversation.  And this has to do with the difference between the CRVA and the RSDA, so the capacity refurbishment variance account and the revenue smoothing deferral account.

The discussion we had yesterday was about what happens if an amount approved for the DRP, if the spend -- the actual spending is less, so if there's an under-spend when the project goes into service in 2020, for example.  And the conversation was, well, that money would go -- that under-spend would be tracked in the CRVA and ultimately, absent something very odd going on, refunded somehow, some way the ratepayers; the revenue requirement impact would be refunded.

However, I think there is a nuance in there I wanted to confirm, which is that if there is some part of that has been actually never put into revenue requirement, but tracked in the rate smoothing deferral account, the under-spend wouldn't go into the CRVA; it would actually go into the RSDA.


MR. KOGAN:  No, that is not accurate.  It would go into the CRVA.

I am trying to recall, but there was an IR where we specifically made a point that in general, variance accounts are proposed to operate relative approved revenue requirement reference amounts as they would normally, notwithstanding that part of that original revenue requirement may I fact be deferred in the rate smoothing deferral account.

MR. BUONAGURO:  That's intere4sting.  So let's go through the scenario then.  Let's assume that the Darlington refurbishment project is approved at precisely the spending level and in-service amount level that's contemplated in the application.  So by the end of 2020, approximately $4.8 billion has gone into rate base and presumably, some portion of that will not attract revenue requirement in rates; it will attract revenue requirement in the RSDA as part of the deferral, and there is a proposal for that, presumably.

MR. PUGH:  I just wanted to verify with my colleague.  So if it goes into rate base exactly as planned, there is no variance, so nothing would go into the CRVA.

MR. BUONAGURO:  No, on a rate setting -- so right now, it's projected to go into rates at that level.

MR. PUGH:  That's right.  So the Board has approved a revenue requirement associated with that.

MR. BUONAGURO:  Yes.

MR. PUGH:  And the rate smoothing account only reflects when revenue is collected, not the revenue requirement itself.  So the Board's approved a revenue requirement; that doesn't change.

And for the CRVA, to answer the other side of the question, it's been come in at the timing and amount as proposed and therefore there is nothing that goes into the CRVA account either, because the reference amount that's reflected in the revenue requirement approved by the OEB, that's the reference amount for the account.  The actual costs were the same.  There is no variance.

MR. BUONAGURO:   I think you are maybe misunderstanding my scenario.

I am saying you get a decision next year approving $4.8 billion ultimately going into rates by 2020.

MR. PUGH:  Yes.

MR. BUONAGURO:  2020 comes along and you are under by $200 million.  So the actual is now below what was approved.  The original thought was, well, that $200 million would be captured by the CRVA because it's an under-spend relative to an improved refurbishment.

MR. PUGH:  It would be the revenue requirement impact of that 200 – but, yes.

MR. BUONAGURO:  You are appropriately much more careful than I am, so I appreciate that.

MR. PUGH:  Thank you.

MR. BUONAGURO:  But at the same time, going back to the example that if we approve $4.8 billion and it's supposed to go into rates in 2020, that's the approved revenue requirement, and when 2020 rates are set, they are set on the basis of $4.8 billion.

But because of the revenue smoothing deferral account operation, the full revenue requirement impact of that $4.8 billion is not included in rates; it's deferred into the RSDA, but it turns out and let's say -- for the sake of argument, let's say that we are going to defer $200 million of revenue requirements, so $20 million or something like that, and then it turns out the spending is $200 million under, intuitively I would think the first thing you do is you would track that under-spending against revenue requirement that was deferred, because you are deferring a revenue requirement that never materialized.

MR. PUGH:  No.  So the Board approves a series of revenue requirements that includes that 4.8 coming into rates in 2020.

MR. BUONAGURO:  Yes.

MR. PUGH:  That's the revenue requirement the Board approved.  The RSDA sets -- requires the beard to set aside a certain amount of that revenue requirement into a deferral account, which results in smooth payment amounts.  But they have approved a revenue requirement.  Just like they normally do in a cost of service application, they’ve approved a revenue requirement.

The CRVA takes the difference between what’s approved, i.e. what’s in the reference amount of revenue requirement and what the actual cost is.  It's the revenue requirement implications of those.


So the rate smoothing account has nothing to do with the actual cost when it comes in.

MR. BUONAGURO:  So under my scenario, there would be $200 million worth of spending and therefore, the revenue requirement associated with $200 million worth of spending that's being tracked in the RSDA and deferred until 2029 -- or something like, that I can't remember -- to the end of the DRP earning a full return, and earning 4 percent interest on top of that return because of the interest payments on the RSDA, even though that $200 million was never spent – sorry, the revenue requirement associated with the $200 million.

MR. PUGH:  The Board has approved a revenue requirement, the same as they would in a cost of service application, right?

And to the extent there a difference between your actual cost for a capital project, the revenue requirement impact of that, and the revenue requirement that the Board has done, the revenue requirement when they approve a cost of service is the reference price for a variance account.   And when your actual comes in, the actual costs will be recorded in the account, and the difference between those is recoverable.

So there is really no difference between the Board's approving a cost of service amount and the Board approving a series of revenue requirements.

It's the revenue requirement that's approved that forms the basis of the reference price to be used for all variance and deferral accounts.

MR. BUONAGURO:  So at the end of the day, you are saying that that under-spend would be tracked in the CRVA.

MR. PUGH:  Correct.

MR. BUONAGURO:  And it would sit in the CRVA until when?

MR. PUGH:  Until we cleared the account.

MR. BUONAGURO:  The CRVA account?

MR. PUGH:  Until we cleared the CRVA account.

MR. BUONAGURO:  But at the same time, it would also be sitting -- that same revenue requirement associated with that $200 million in my example would be sitting in the RSDA earning money, earning interest for -- until the end of the DRP, and then it would actually be cleared.

Perhaps we can leave -- I am going to stop, because I thought that it was going to be simple and it's not.

Perhaps I can get an undertaking from are you to provide the example and show the difference between -- or show what you say would happen under that scenario.  Can we do that?


MR. PUGH:  Hold for one second.  We can certainly perform the calculation, Mr. Buonaguro.

MR. BUONAGURO:  Thank you.  And perhaps you can explain it a little bit more while you are doing it in a way that I can understand, thanks.

MR. PUGH:  I will try my best.

MR. SMITH:  No guarantees.

MR. BUONAGURO:  That’s my fault.

MR. MILLAR:  JT 2.27.

UNDERTAKING NO. JT 2.27:  TO PROVIDE THE DESCXRIBED CALCULATION


MR. BUONAGURO:  Thank you, those are my questions.

MR. MILLAR:  Thank you.  We will move on to Board Staff.  We have a few Staff members who will be asking questions, and we won't finish them all today, but we will get started.

Mr. Ritchie,  would you like to begin?
Questions by Mr. Ritchie:


MR. RITCHIE:  Thank you.  Keith Ritchie, OEB Staff. I have only limited questions on one IR response and it's dealing with issue 11.1 Staff 227.  And this is with respect to the input price index for 2017 according to the methodology as proposed by OPG.


And I guess my question -- or really, I was focussing on the second sentence of the response to part (b), which was basically saying that OPG used the same data as OEB Staff and the same annual average values, but did not round the result until the last stage of the calculation calculating the final I factor value.


And I guess my first question on it was:  How did OPG sort of come to this assumption that there was sort of a rounding in the calculation by the OEB or by OEB Staff?


MR. PUGH:  Well, if I look at the calculation in -- on line 20 -- I guess 22, GDPI -- IPIFDD, when you calculate it to three decimal places it's 1.631, and when I look at the calculation in your example that you provided at the top it's 1.6.  So you calculated to one decimal place and truncated it, and you had three digit inputs, so we just calculated to three digits.


MR. RITCHIE:  Okay.  And I know we did not provide the spreadsheet, but there in fact is no rounding until the final result.


Now, also on your sentence there, you said that you did not round the result until the last stage of the calculation, and then when I look down at your table the 1.631 would actually appear to be -- like, that's again rounded to three decimal places as a percentage?


MR. PUGH:  It's rounded to the same number of decimal places as used in the index to calculate the input values, yes.


MR. RITCHIE:  And the 2.61 is also rounded?


MR. PUGH:  In the labour calculation for the AWE, all employees Ontario, it's calculated -- the inputs are calculated two decimal places, so we calculated the index value to two decimal places.


MR. RITCHIE:  Okay, and then when I go to the right-hand part of your column, the 1.44, that in fact would be a rounded number of the 1.631 times your weight of 0.88?


MR. PUGH:  It would be rounded, yes.  If it was rounded to three decimal places it would be 1.435.


MR. RITCHIE:  And again, the 0.31 would be -- that would a rounded of the 2.61 times 0.12.


MR. PUGH:  Yes, it's rounded to two decimal places.


MR. RITCHIE:  Okay.  And it's really -- you get to the 1.75 as summing up the 1.44 plus the 0.31?


MR. PUGH:  Correct.


MR. RITCHIE:  Okay.  Why have you been doing these rounding at all of these intermediate calculations?


MR. PUGH:  I am sorry, we haven't been rounding all the intermediate calculations, we have been using the calculation, the same number of decimals as the inputs.  They are not rounded at all.


MR. RITCHIE:  Okay.  In terms of your proposal for the price cap methodology, you said that you have really tried to largely follow the form of the price cap index approach as for the electricity distributors subject to certain adjustments and that.


MR. PUGH:  That's correct.


MR. RITCHIE:  And then your IPI, as you have proposed it, is basically analogous to the IPI used for electricity distributors, with the exception of the weights that are used for the labour and non-labour components of the IPI.


MR. PUGH:  That's correct.


MR. RITCHIE:  Okay.  Would you sort of agree that really, you know, that the Board does the calculation and that really, you know, it does it basically concurrently for the distributors and for OPG using the appropriate weights as approved?


MR. PUGH:  I think what we have said in part (a) is if you are doing it anyway it sounds like an efficient process, and we would accept the results.  I think what we are pointing out in the calculation is, you know, if you did do it to three decimal places, then this is what the answer would be, and maybe you should.


MR. RITCHIE:  Okay then.  I guess we will have to leave it for later on in the process because, again, in terms of Staff's calculations and the Board's methodology, we just put in this .12 weight for labour and the .88 weight for non-labour, and without any rounding except for the final result.


MR. PUGH:  If you say so.  You say you didn't round these figures.  I can't see that, but when I don't round those figures I come up with a different number, so -- and maybe you just -- 1.75 you simply truncated instead of rounding.  Maybe that's what you did.  I am not sure.  I think you have my answer about how we went about doing it, and unless there is anything else I can offer...


MR. MILLAR:  Okay, thank you, Mr. Ritchie.


Ms. Binette has some questions.

Questions by Ms. Binette:


MS. BINETTE:  Would you go to page 3, please.  This is 1.2 Staff 4, and it was an interrogatory related to Ontario Regulation 53/05, and Staff had given an example of calculating revenue requirement that's subject to the rules of the regulation, and the specific example was nuclear decommissioning liability, and in the response it says at the bottom of the page -- yes, thank you -- there are other aspects of the 2017 nuclear revenue requirement that are subject to the rules of the regulation that do not require the Board to accept an item of revenue requirement and therefore cannot be reported in the fashion that was laid out in the interrogatory itself.


And I was wondering if you could provide those other aspects of revenue requirement that are subject to the rules in an undertaking, and I leave the format and presentation in your hands.


There are examples that are provided on the next page; for example, new nuclear development -- can you stop, please.  Can you go back up.  It talks about Darlington refurbishment.  It talks about new nuclear generation.


MR. PUGH:  Let me just look at this for a moment, because I think those are all of the other examples, but because they aren't in the same format we just list them here, but let me take a look at this.


MR. SMITH:  We will do that.


MR. PUGH:  Yes, we will accept that undertaking, thank --


MR. MILLAR:  That's JT2.28.

UNDERTAKING NO. JT2.28:  TO PROVIDE THOSE OTHER ASPECTS OF REVENUE REQUIREMENT THAT ARE SUBJECT TO THE RULES IN AN UNDERTAKING.


MS. BINETTE:  Would you go to page 5, please.  That's issue 6.6 Staff 138.  And to my horror this is not really an interrogatory for this panel.  However, I am hoping Ms. Rees can help me out.


There are definitions in this interrogatory and interrogatory response that I am hoping you can help me with.  Critical positions and critical job families?  Can you give me those definitions, please.


MS. REES:  Sure.  So at OPG we group our jobs into what we call job families, and certain job families have a higher degree of operational impact or criticality.  This would be positions like engineers, our operators, and some of our mechanical and control maintenance staff.  So those are sort of broad groupings that we use, critical job families.


When we come to critical positions, that could be any position in any job family.  It could be a leadership position, it could be a job that's not in the critical job family, but the role itself is very critical, so that's the distinction I would make between a critical job family and a critical position.


MS. BINETTE:  So -- and this interrogatory talks about changes and hiring in groups in critical positions and critical job families.


Is there a higher bar for hiring in the other functions that are not critical or not in the critical job families?  Is there more approval level required, or is it the same process?


MS. REES:  Sorry, is there a higher approval for --


MS. BINETTE:  Would you have to go through more levels of approval?  Would you have to go to a higher level of approval to hire into positions that are not in the critical positions or critical job families?


MS. REES:  No, not a higher level of approval.


MS. BINETTE:  Okay, thank you.


MS. REES:  You're welcome.


MS. BINETTE:  Would you go to page 8, please.   This is 6.6 Staff 152, and this is an interrogatory that queried positions that were not benchmarked by towers.  And there are 282 Society positions in the general industry category that could not be benchmarked by towers.


And I was wondering if -- could you go to page 9, please.  You may have to rotate that, but I am not sure it really matters.  The general industry group has different job families.  I was wondering if those 282 that could not be benchmarked could in fact be grouped by these job families, or not?


MS. REES:  We haven't grouped them, but that could be done.


MS. BINETTE:  Could I get that as an undertaking?


MR. SMITH:  Yes.

MS. REES:  Yes, sorry.

MR. MILLAR:  JT 2.29.

UNDERTAKING NO. JT2.29:  FOR THE 282 THAT COULD NOT BE BENCHMARKED, TO GROUP THEM BY JOB FAMILIES


MS. BINETTE:  Could you go to page 10, please?  This is 6.7, Staff 167, and it's interrogatory about corporate costs -- the corporate centre costs, excuse me.


Am I correct that there is a communications function under corporate centre?


MR. MAUTI:  Under the corporate centre here, I believe, no.  I think within our people in culture is a communications function.

MS. BINETTE:  People and culture?


MR. MAUTI:  People in culture -- our human resources department call it people in culture, and there is a communications group within that organization.

MS. BINETTE:  I am sorry, then I wouldn't have the correct interrogatory, but I imagine it would still be this panel, correct?

MR. MAUTI:  Yes, it would still be this panel.

MS. BINETTE:  Would you happen to know if there is cost for advertising related to nuclear generation under that communications function?


MR. MAUTI:  I don't think anybody up here knows directly, but it's something that we could easily find out, I believe.

MS. BINETTE:  Could you undertake to do that, and the cost -- the cost, if there is a cost, and the purpose of that advertising.  For example, thinking of the RRFE kind of approach, is it for education or is it for another purpose?

MR. MAUTI:  And this is specific to nuclear generation, you said.

MS. BINETTE:  Yes, specific to nuclear generation.

MR. SMITH:  Yes, we can do that.

MR. MILLAR:  JT 2.30.

UNDERTAKING NO. JT2.30:  TO PROVIDE COST FOR ADVERTISING RELATED TO NUCLEAR GENERATION UNDER THE COMMUNICATIONS FUNCTION


MS. BINETTE:  Would you go to page 11, please? This is issue 6.7 Staff 169, and this interrogatory was looking at the results of the Hackett corporate cost benchmarking study.

And this interrogatory sought the results by quartile. The information hadn't been provided in the evidence, your initial evidence by quartile.  And would you go to page 17, please?  This is actually from the original evidence.  This is Exhibit F3, tab 1, schedule 1, page 14, at the middle of that page, there is a table summarizing the results.

Can I get clarification that column C, which is peer, is a median number?


MR. FRALICK:  We can undertake to confirm that.

MS. BINETTE:  Okay.

MR. MILLAR:  JT 2.31.

UNDERTAKING NO. JT 2.31: FOR COLUMN C OF EXHIBIT F3, TAB 1, SCHEDULE 1, PAGE 14 IN THE MIDDLE, TO CLARIFY WHICH IS PEER AND WHICH IS A MEDIUM NUMBER  (ANSWERED)


MS. BINETTE:  And so the results here and I can just summarize them -- I should go back to what I have.  The IT costs were in quartile 1, the HR costs were quartile 3, finance was quartile 3, and BCS, which is executive and corporate services, ended up in Q4.


I am wondering -- and the actual BCS groupings are listed as a footnote at the bottom of that page, and I am wonder if these groups -- administrative services, transportation, real estate and so on -- also are some of those groups that have not been benchmarked by Towers.

MR. MAUTI:  So this is trying to understand whether there is an overlap between the Towers missing and these groups are within the BCS category?

MS. BINETTE:  BCS, yeah.


MR. KOGAN:  Sorry, we confused an IR that had the Goodnight study.  So it doesn't sound like we have answered that question, and I am going to assume we don't know sitting up here.

MS. BINETTE:  Could you undertake to do that?

MR. FRALICK:  Yes we can.  But in response to the previous undertaking with regards to the peers in column C, I have confirmed that they are median.


MS. BINETTE:  Okay, thank you.

MS. BINETTE:  So we can say that that one is answered, thank you.

MR. MILLAR:  We will give the new one JT 2.32.

UNDERTAKING NO. JT2.32:  TO EXPLAIN WHETHER THERE IS AN OVERLAP BETWEEN THE TOWERS MISSING AND THESE GROUPS ARE WITHIN THE BCS CATEGORY


MR. MAUTI:  To confirm, this would be to attempt to see if there is a correlation, or the compare or to assess?


MS. BINETTE:  Yes, yes, please.

MR. MAUTI:  Okay.


MS. BINETTE:  Would you go back to page 16, please, and you will have to rotate it, I am sorry.


Actually before I do that, it doesn't really matter.  There was an improvement in the -- there was an improvement in the IT per user result from 2010 to 2014, I believe, and if you look at the right-hand column of this, it says IT end user equivalents.  It was 11,000 some odd in 2010 and 12,000 some odd in 2014.  So the denominator actually went up.

Is it end user, or are we talking devices here really, the number of devices that are serviced by IT?

MR. MAUTI:  It may translate into devices, but it would be people that have access to our systems to be able to transact some form of business.  So there could be contractors that are now using and have access to our tools, whether it's our e-mail, to or LAN devices, or to our work management system.

So with, I guess, the increased digitization of people in the work place and working, it would stand to reason that more people have access to our systems and to tools.  So whether that's devices or whether it's just actual users that have access to our systems, I think it's more the users themselves.

MS. BINETTE:  So I look at the next line, which is employees, and that's gone down.  So these are regular employees then.  You are saying there is significant other users on top of these regular employees that are forcing your IT users up.

MR. MAUTI:  That's correct.  I mentioned there is contractors and people that are working within our organization that five year ago likely didn't have that electronic access to our systems and our tools, and now have to be set up as part of their day-to-day work.

MS. BINETTE:  Almost 3,000 of them?


MR. MAUTI:  2,000.


MS. BINETTE:  No, it's --


MR. MAUTI:  It’s actually 1,000.  The delta between the employees and users is what you are looking at?

MS. BINETTE:  Yes, for 2014.

MR. MAUTI:  In terms of people that are again having to access our systems, we have a lot of people that come in for outage work within nuclear.  We have people within our refurbishment operations and contractors that are coming in, so there are a lot of people that are day-to-day working on OPG business that likely need that access.

MS. BINETTE:  That's fine.  Could we move to page 18, please?  This is issue 10.2 Staff 219, and it's about the proposed hydro electric reporting.

One of the proposed metrics is OM&A unit energy cost and my understanding was that this -- this is a benchmark, a metric that's been provided in every single cost of service proceeding, 2008/9, 11/12 and 14/15, is that correct?

MR. FRALICK:  Yes.

MR. PUGH:  Correct.

MS. BINETTE:  Thank you.  The answer says that it's total OM&A expense and that it includes allocated central support costs.  And I was confused by the term “allocated central support costs”, and I provided to Mr. Keizer earlier a table of hydroelectric operating costs.


Could you go to page 24, please, and rotate it.  This is from a previous proceeding, EB-2013-0321.  It's Table 1, operating cost summary for previously regulated hydroelectric.


So is the answer saying that everything in line 6 is benchmarked?


MR. PUGH:  So the OM&A unit energy cost --


MS. BINETTE:  Sorry, I don't think your microphone is on, is it?


MR. PUGH:  Sorry, we are sharing.


So the OM&A unit energy cost is base OM&A, project OM&A, and then it is the hydroelectric support cost.  And if you go back to -- and there was an -- actually, go to 2013-0321, Exhibit F1-1-1, page 26, which we reference in the answer, there is actually a definition of OM&A unit energy cost that was provided last time, so your comment, it was consistent with last time, and it says "total hydroelectric OM&A expense", which is the base and project OM&A, "including allocated central support costs".  The central support costs are the hydroelectric support costs that would be allocated to different units, not the corporate support costs.


MS. BINETTE:  Fair enough.  So the -- what I wanted to get to is that lines 3 and 4 are not included; correct?


MR. PUGH:  Sorry, I have to back up.


MS. BINETTE:  This is the table on the screen.


MR. PUGH:  Oh, sorry.  Yes.  Correct.


MS. BINETTE:  Okay, thank you, those are my questions.


MR. MILLAR:  Thank you, Ms. Binette.

Questions by Mr. Millar:

MR. MILLAR:  Good afternoon, panel.  My name is Michael Millar.  
Could I ask you to turn to Board Staff 153.  It's tab 6.6, Staff 153.  I am sorry, these aren't in the compendium.


Actually, while it's being pulled up let's just mark that compendium before I forget, because there were some documents in that that were not on the record.  It's KT2.2, and that's Staff's compendium for panel 3.

EXHIBIT NO. KT2.2:  BOARD STAFF'S COMPENDIUM FOR PANEL 3.


MR. MILLAR:  And again, the interrogatory I am at now is Staff 153, tab 6.6.  Thank you.


If you look to question (b), in response (b), I quote from the evidence:

"OPG's compensation philosophy defines a target market position at the 75th percentile for the nuclear authorized segment based on role complexity."


And we asked you about that, and if you look at your response under (b), same page, about line 39, you state:

"Management, Society, and PW roles in the nuclear authorized segment at OPG are subject to greater complexity due to how the nuclear units are structured with responsibility for four units at OPG compared to one to two in the market.  This makes the scope of the management, Society, and PW roles broader and more complex."


Could somebody help me out with that?  Why does the number of units make the role more complex?  And then how does that get you from the 50th percentile to the 75th percentile as a target?


MS. REES:  So this ties a little bit to the structure of our nuclear authorized, that part of the organization, and comparing ourselves to the U.S. comparators that we looked at.  And the nature of the structure and the operations and the level of -- I am kind of repeating a little bit, sorry -- the level of complexity associated with those roles managing four units versus a two-unit station is really where that's coming from.


MR. MILLAR:  So just help me out with that, because it's not necessarily intuitive to me.  Why is it more complex to manage four than two?  Is it just simply a matter that more units makes it more complex?


MS. REES:  I am not sure I could explain it adequately, but I would be prepared to take an undertaking to add a little bit more to that.


MR. MILLAR:  Yeah, and I guess this was -- maybe it's Towers Watson who has information on that.  I don't know.  I see that you say they agreed with you using the 75th percentile, but why don't I just leave it in your hands, and whatever you can provide will be helpful.  So that will be JT2.33.

UNDERTAKING NO. JT2.33:  TO EXPLAIN WHY IT IS MORE COMPLEX TO MANAGE FOUR UNITS THAN TWO UNITS.


MR. SMITH:  Yes.


MR. MILLAR:  Okay, thank you.  And just while we are on this, I did look up all the comparators, and you're quite right, most of them were one or two units, but Bruce is also one of your comparators.


MS. REES:  Yes.


MR. MILLAR:  How many units does Bruce have operating or about to be -- I can't remember where they are, but...


MR. MAUTI:  They would have two distinct facilities upwards of four units each once they are all operational.


MR. MILLAR:  So two of four, but I understand they are not all operational?  Okay, that's fine.  I think if we need to get further information on that we can.


Could I ask you to turn to Staff 157.  And you will see portions of this interrogatory response are confidential, and I am not going to go to those sections today, though I do have some questions on those, and I spoke with Mr. Smith, and we will find an appropriate time tomorrow to deal with confidential matters.


But these questions don't relate to those, so if you could turn -- yes, that's perfect, that page.  Why don't we start with (c).  You will recall I asked a question about a document that was filed in the previous proceeding.  That was another Towers Watson report.  It was a CHRC briefing that I think was last updated in 2013.


And just to refresh our memories, there were a number of things reviewed in that report, but one of the things it did was identify four key sustainability metrics with respect to your pensions and benefits plans, and the report concluded that you exceeded all four metrics.


So we asked about that in (c), and you will see the response:

"For the purposes of this interrogatory..."


First you state that you hadn't actually had Towers Watson redo the report, but:

"For the purposes of this interrogatory you estimated the values for each of the metrics and determined that from 2015 to 2021 most of the values are within the threshold values as stated in the report."


Can you provide us with that analysis?


MR. MAUTI:  Yes, we can.

MR. MILLAR:  Okay.  So that's Undertaking JT2.34.  UNDERTAKING NO. JT2.34:  TO PROVIDE THE ANALYSIS FROM THE TOWERS WATSON REPORT.


MR. MILLAR:  If we move to (e), it's a similar question.  That Towers Watson report stated that the pension plans were unsustainable -- if I can -- yes, in fact those are the exact words:  "OPG's P&B plans are unsustainable".  We asked you about that, and essentially by and large you referred us back to question (c).


So is there anything more -- will your response to Undertaking JT2.34 provide all the information that I need to assess question (e) as well?


MR. MAUTI:  Well, in (c) it was very specific to four metrics that were done back in 2011 as part of the Towers Watson report, as we state in the response, but we don't monitor or measure these on an ongoing basis.  They aren't what we consider to be benchmarkable or things that are used in industry, but having looked at those and recalculating those based on our cost and situation in 2016, as we stand here, that they would sort of not fall within the same categories as being considered unsustainable based on the definitions that were developed back in 2011.


The conclusions about, you know, the pension and benefit plans being unsustainable within the Towers Watson report in terms of qualitatively how they determined that, the only objective thing we could look at were the actual metrics that seemed to land them to that conclusion, and given the fact that the metrics now seem to be within the threshold levels, they may not have been in 2011, or they have concluded they weren't in 2011, would give you one indication, and in the interrogatory response we also talk about, you know, other factors in terms of, if it's a sustainable pension plan going forward, we reference the latest actual evaluation that strengthens the funding position of the registered pension plan, so we think compared to 2011 the prospects and the situation seem a lot stronger than they were back in 2011, so to suggest that data -- again, this was a conclusion landed on by the consultant, that it was unsustainable based on the factors that they used and our situation going forward.  I think we would argue that we are now sustainable from a conclusion sense.

MR. MILLAR:  So we will see when you file the undertaking response.  But the analysis you did, that was all conducted by OPG, is that correct?


MR. MAUTI:  The metrics themselves?


MR. MILLAR:  Well, you said that you had re-looked at the metrics again in your response to (c), and you were going to provide me with that analysis.  That's OPG's analysis.

MR. MAUTI:  Correct, yes.

MR. MILLAR:  Okay, thank you.  Again, a similar question.  If you look at (f), essentially there was a quote from the report indicating that the risk of cost escalating far beyond an affordable level is very plausible.

We asked you about that, and you referred us back the (e) which sort of refers us back to (c).  So I just want to make sure.  Once you provide us the analysis you have, we will have your complete response to (f) as well?

MR. MAUTI:  I think that, and then looking at the track of pension costs in the application over the IR term, I think looking at the costs, looking at the position of the pension plan and looking at those measures and metrics, I think a combination of those should hopefully lead you to the same conclusion.

MR. MILLAR:  Okay, thank you very much.  Quickly while we are on this document, if we could just scroll up the page a little bit.  One of the things -- there it is under drug costs; just a quick follow-up on this.


One of the savings you had identified was you have got a new administrator for your health and dental benefits.  How much money did that save you?  It's a listed as a savings item, but there is no number attached to it.

MS. REES:  We are just in the process of assessing that right now.

MR. MILLAR:  Do you have a guesstimate for me?

MS. REES:  I wouldn't want to guess.

MR. MILLAR:  Will you have that information available by the hearing?

MS. REES:  Yes.

MR. MILLAR:  I mean is it helpful – can I get an undertaking for that, or will it not --


MS. REES:  It will not be ready for Monday.

MR. MILLAR:  Okay, so I will just put it out there. Okay, I think that's all for that interrogatory that is not confidential.


One quick final question.  Could we flip back to Staff IR 140?  That's again tab 6.6, Staff 140.  There we go. We asked some follow-up question you may recall with respect to Auditor General's report, and if you flip down to (c), this relates to some of your rehiring practices and you state that the process that Auditor General had described is not being followed with respect to rehiring of staff that had left the organization.

The main change in the rehiring procedure includes the reduction of the waiting period and extension of the working period, both by six months.  I understand it was a year previously, is that right?

MS. REES:  It was year previously.

MR. MILLAR:  Can you help me with why you switched it from a year to six months?

MS. REES:  The change in the procedure really had to do with a refining to better meet the needs of the business, and we are facing skills gaps in certain areas and trying to ramp up our hiring to meet the demand that we have for staffing.  So it was really just to facilitate that.

MR. MILLAR:  But these changes were across the board, it wouldn't just be for key positions?

MS. REES:  It's across the board, that's correct, and there is variation between you will see for the refurbishment and -- so they were across the board, sorry, wrong column, yes.


MR. MILLAR:  Okay, thank you.  Thank you very much, panel, those are my questions.  I should be clear that there are some more Staff questions still, but I think we will take those up tomorrow since we are past 5 o'clock.  So I think that's it for today.

Mr. Smith, are there any final matters?

MR. SMITH:  No that's it, thanks.


MR. MILLAR:  So we will be back at 9:30 tomorrow morning, where we will continue with Staff's questions. Thank you very much.


Oh, actually Schools is going to go before us because – we will sort that out.
--- Whereupon the conference adjourned at 5:14 p.m.
87

