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EXECUTIVE SUMMARY

Introduction

Treasury Board requested the Atomic Energy Control Board (AECB) to undertake a

study to investigate the feasibility, timing, mechanisms and impacts of a

cost-recovery program. This study meets this request. Should Treasury Board

and the Minister designated for the Atonic Energy Control Act request the AECB

to implement such a program, the AECB proposes to carry out a public

consultation program, and to prepare a Regulatory Impact Analysis Statement

(RIAS), following the procedures outlined in the Regulatory Process Action

Plan published by the Privy Council Office.

The AECB staff have established "guiding principles" which it believes should

be adhered to when policy initiatives such as budget cuts, down-sizing, or

cost recovery are being considered. The guiding principles state:

1) The effectiveness, fairness and credibility of the AECB's primary

regulatory mission shall be maintained at the highest possible level

consistent with the public interest.

2) The AECB shall continue to respect and support all Government policy

initiatives. The Government shall be advised promptly, if in the opinion of

the AECB such policy initiatives are likely to have a negative impact on the

effectiveness and credibility of the AECB primary mission.

3) All AECB initiatives should have a legally-sound legislative basis.

4) All AECB initiatives which impact on the regulated industry and its

workers and on the general public should undergo a thorough public

consultation process.

In carrying out this study, each cost-recovery issue was addressed to identify

any situations which could compromise these guiding principles.



Agency Overview

The AECB was established in 1946 by the Atomic Energy Control (AEC) Act to

control the development, application and use of atomic energy in Canada. The

AECB is also responsible for the administration of the Nuclear Liability Act

and participates, on behalf of Canada, in international safeguards activities.

It presently has a staff of 272 and an annual budget of approximately

$25 million.

The AECB makes and administers the Atomic Energy Control Regulations to

protect workers and the public from the hazards resulting from the mining,

processing and disposal of prescribed substances, the production of

nuclear-generated electric power, and the general use of radioisotopes. The

AECB, under the Nuclear Liability Act, also designates which nuclear

facilities shall carry basic insurance, and prescribes the amounts thereof.

The AECB bases ics licensing activities on a technical review and assessment

of the hazards involved with the many applications of nuclear energy, and of

the safety measures which protect against those hazards. In addition, the

AECB has provided technical advice to support initiatives by provincial and

federal bodies and commissions investigating the various socio-economic and

safety aspects of nuclear energy.

Legal Considerations

A cost-recovery program must have a sound legislative basis. The two pieces

of legislation which are relevant in this case are the Atonic Energy Control

(AEC) Act and the Financial Administration Acr (FAA). However, the AEC Act

and the FAA both suffer from the same deficiency: legal opinion doubts

whether they apply to Her Majesty either in right of Canada or in right of a

province. Since two of the AECB's major licensees, Hydro-Quebec and the New

Brunswick Electric Power Commission (NBEPC), and a number of smaller AECB

licensees, are agents of Her Majesty in right of their respective province,

they may not be subject to the FAA or to the AEC Act.
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Legal opinion has also stated that the AECB cannot use the FAA in its present

fora as the basis for charging fees- However, Treasury Board Staff are

investigating the feasibility of making changes to the FAA to bind the Crown,

and to authorize the AECB and other agencies to charge fees.

Legal opinion also states that although there is no specific authority under

the AEC Act to charge fees, a basis for such a charge could derive from

paragraph 9(b) or 9(g) of the Act which state that the Board may make

regulations necessary for carrying out any of the provisions or purposes of

the Act, or for regulating the use of atomic energy.

Another consideration which arises is the fact that Crown agents, such as

Hydro-Quebec, apply for licences under the current regime. Since the Crown is

not bound by the Regulations, this action is viewed as being voluntary on the

part of the Crown agents. Should they continue to apply for licences after a

fee structure has been established, they would be submitting themselves to the

regulatory scheme and would accordingly be responsible for paying the

appropriate fee. On the other hand, a Crown agent could simply elect to

operate without a licence in order to avoid the fees, thus requiring the AECB

either to take enforcement action against it or to ignore the breach. In

either case, the regulatory scheme would be brought into question without any

action on the part of the Crown agent save a refusal to obtain a licence.

Further, agents of the provincial Crown may be provoked into challenging the

AECB's legal authority under the AEC Act to specify health and safety

requirements in so far as they are concerned, and possibly the AECB's

authority co regulate the provinces' activities in the nuclear field (e.g.

power reactors and uranium mining), this could lead to confrontation between

the AECB and its licensees, and likely between the federal and provincial

governments as well.

In view of the legal uncertainties, if it is decided to use the AEC Act as the

legislative basis for an AECB cost-recovery program, the AEC Act should be

amended to bind the federal and provincial Crowns to the AEC Act and to

specifically authorize cost recovery. While this would ensure equable

treatment of all licensees, it would not eliminate a challenge to the

cost-recovery initiative on any of several other bases (e.g. Tax).
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Senior Counsel to the AEC8 anticipates that there will almost certainly be a

challenge to the imposition of licensing fees, and advises that there is no

guarantee that the AECB would be successful in defending such a challenge on

the basis of the present provisions of section 9 of the AEC Act. Thus, for

the AECB, the preferred legal option would be for the FAA to be amended to

bind the Crown, and to authorize the AECB to charge licensing fees. However,

this would not bind the Crown to the AEC Act.

Nuclear Industry Profile

The character of the industry regulated by the AECB varies both in size and

activity. Nuclear power reactors are operated by Ontario Hydro, che New

Brunswick Electric Power Commission and Hydro-Quebec. Research reactors and

accelerators are mostly operated by public sector organizations, such as

Atomic Energy of Canada Limited (AECL), universities and hospitals. The

uranium- mining sector is operated by provincial and federal Crown

corporations and by private multinational mining interests. The

uranium-processing sector is operated by Eldorado Resources Limited, and the

fuel-fabrication sector by Westinghouse Canada Limited and Canadian General

Electric Limited.

These organizations are quite different in nature from the approximately

5000 licensees that make up the radioisotope sector of the nuclear industry.

This sector includes apprcximately 1000 relatively large organizations, such

as hospitals, universities and government institutions, and many small users

of radioisotopes such as radiographers (200), users of static eliminators

(1500) and nuclear gauges (1400).

Method

In this study the full costs incurred by the AECB in carrying out its mandate

were allocated to its licensees on the basis of direct person-years expended

on each licensee, and as a percentage of overhead costs. The potential

financial impact of these licensing costs on individual companies in the



nuclear industry was then estimated. The central agencies directed the AECB

to carry out this phase of the study using existing, publicly available

information but without any contact with the nuclear industry or with the

provinces. This approach presented problems: the financial status of some

smaller licensees could not be determined, and the potential financial impacts

and industry reactions only presupposed.

A firm, Price Waterhouse, was engaged to examine financial and commercial

aspects for the study. It developed a financial picture of all the AECB's

major licensees and of licensees which were considered typical of their

industry sector (i.e. universities, hospitals and research facilities). The

financial impact of licensing fees was estimated by comparing proposed fees

with each company's net income, total revenue or operating costs, as

appropriate. In some instances, the financial impact of licensing fees was

estimated in relation to the cost of the operation of the whole organization:

an inadequate process fcr large institutions where nuclear activities are of a

minor nature. A detailed report on this study has been produced by Price

Waterhouse

Financial Impacts

The Price Waterhouse study concluded that the financial, commercial and

economic impacts of cost recovery would be minimal in most cases, and that

most sectors of the nuclear industry would not be adversely affected by fees

calculated to recover the full cost of operating the AECB. This conclusion

was based on an assumption that if the fees are less than 3 per cent of net

income, the financial impact is not significant. However, other factors, such

as the ability of the licensee to pass on licensing costs to its customers,

Price Waterhouse Report "Atomic Energy Control Board Financial and
Commercial Impact Study of Cost Recovery", final report, April 30, 1987.
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were also taken into consideration. If fees to recover the full costs are

charged, more than SO per cent of the $24 million in proposed fees would be

recovered from the three electric power utilities in Ontario, Quebec and New

Brunswick. These companies could pass the costs on to their customers, at a

maximum increase of only 0.2 per cent to the current charge per kilowatt hour.

Approximately 12 per cent ($3 million) of the AECB full costs would be

recovered from federal institutions.

The uranium mining and milling, and hence the uranium refining and conversion

sectors are experiencing depressed markets. However, the impact of the AECB

fees on their situation may not be significant.

The other nuclear-industry sectors considered in the study are research

reactors, accelerators, fuel fabrication, prescribed substances and

radioisotopes.

The only cases identified in the study in which charging full costs would have

a significant financial impact are those small businesses who use

radioisotopes as a major part of the business. This group is primarily

comprised of inspection companies using radiography to provide services to the

oil and gas industry in western Canada. The result of 100 per cent cost

recovery would likely be a rationalization within the sector, whereby some

companies would be amalgamated with others while some may go out of business.

Large companies, for which the use of radioisotopes is incidental to their

business, should not have any problem in paying the AECB fees. However, it is

unknown what affect fees would have on their business decision-making

regarding the use of radioisotopes.

Organizations in the research reactor and accelerator sectors are mostly

universities, hospitals, and AECL. Although the financial impact of licensing

fees on these institutions is not great in overall term of ability to pay,

certain tradeoffs, such as reducing staffing levels and cancelling research

projects, based on priority and funding availability, nay have to be made by

some licensees.
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The fuel-fabrication and prescribed-substance sectors include large private

electrical equipment companies, provincial research councils and small

machining companies. These organizations are not expected to have financial

difficulty in being able to absorb their AECB fees.

It should be remembered that the Price Waterhouse study was based on

assumptions related to the ability of licensees to pay fees. With the

constraints imposed on it, the study could not evaluate what business

decisions a particular licensee might make as a result of the imposition of

fees and, therefore what the result would be on the development, application,

and use of atomic energy in Canada.

Provincial Reaction

The AECB spends approximately 50 per cent ($12.5 million) of its resources

regulating provincial Crown corporations and 5 per cent ($1.25 million)

regulating provincially funded institutions (hospitals, universities, research

facilities etc.).

The four provinces with major nuclear programs (Ontario, Quebec, New Brunswick

and Saskatchewan) will respond to this federal government initiative less

favourably than the other provinces. The others may see it as a just

reallocation of costs to the provinces who receive the greatest benefit from

the nuclear industry. In the social service areas, such as hospitals,

clinics, and universities, all the provinces can be expected to argue that

the AECB licensing fees are the federal government's way of transferring costs

and the federal deficit to the provincial governments. Requests for exemption

from these costs are likely.

The provincial reaction is expected to be one of vigorous opposition to the

federal government's cost-recovery initiative. It is difficult i.o quantify or

qualify this reaction without having first discussed the matter with the

appropriate provincial departments. It is recommended that a consultation

program be undertaken prior to the government's final decision to proceed with

cost recovery. This would allow the government the opportunity to test both

the provincial government's and industry's reactions to an initiative which

will not be looked upon favourably.
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Any attempt to make the AEC Act binding on both federal and provincial

governments would have wider implications than just cost recovery. There is a

risk that opening up the AEC Act to amendment in order to authorize the

charging of fees and to bind the provincial and federal Crowns, may provide

provinces the opportunity of raising their own agendas (i.e. control of

natural resources, limiting the power of the AECB, and allowing the provinces

more say in nuclear related areas). A similar situation will likely arise as

occurred when the AECB proposed Bill C-14, establishing a Nuclear Control

Agency. At that time, the provinces lobbied for changes, one of which was to

make regulation of uranium mining a totally provincial responsibility. The

impact these initiatives may have on federal/provincial discussions may

obscure the objective for amending the AEC Act (i.e. implementing a

cost-recovery program).

Industry Reaction

Formal notice of the government's intention to implement an AECB cost-recovery

program will undoubtedly create controversy in the nuclear industry. The

industry will likely attack the policy, using arguments such as:

- the assessment of the financial impact is wrong. Since only publicly

available data has been used, it was not possible to show the proposed AECB

fees as a function of nuclear-related operating costs.

- the beneficiary of the AECB's regulatory activities is not the nuclear

industry, but the public. The additional requirements imposed by the AECB on

the industry, above those that the industry believes are required, are in

response to the public's concerns with the safety of the nuclear industry.

- a study team of the Nielsen Task Force recommended against cost recovery

for regulatory agencies.

It is difficult to detail industry's reaction to cost recovery without having

first discussed the issue with its representatives. However, it is safe to

say that the reaction will be negative.
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Impact on the AECB

A concern raised when cost recovery is considered is whether it will create a

negative reaction in the nuclear industry which may spill over and be

reflected in a loss of regulatory effectiveness. There will likely be

pressure exerted by licensees on the AECB, to limit compliance, assessment or

research activities, which the licensees believe are not justified and they

should not therefore pay for. The degree to which this pressure will

influence regulatory effectiveness is impossible to quantify at this early

phase of the project. There is also a possibility that the cooperation and

openess presently shown by licensees may not continue if there is a potential

cost-recovery penalty associated with continuing the generally

nonconfrontational AECB/licensee approach currently being followed. An

evaluation of the potential loss to regulatory effectiveness will be carried

out during the public consultation process.

There are AECB st '2 permanently located at each major nuclear power plant

facility in offices provided by the licensees on their premises. If the

licensees withdrew these facilities and the AECB is forced to relocate off the

licensees' premises, a loss of regulatory effectiveness will occur, as Board

staff would no longer have direct and immediate access to the licensee's

staff.

In addition, the administrative component of the AECB's activities will likely

be increased by cost recovery at the expense of the regulatory component. The

AECB can also expect challenges to the cost of its regulatory program and

modus operandi. Significant regulatory staff time will be required to address

such challenges resulting in a further reduction in regulatory effectiveness.

To run a cost-recovery program, the AECB will require from three (3) to

six (6) person-years per year, together with an increase to the annual

operating budget of up to $500,000. The figure depends on whether an annual

average fee or a direct-time charge method is used to collect fees. The AECB

will also require $450,000 and two (2) term person-years per year over the

next two years, to carry out the studies and prepare the necessary



administrative procedures to implement the program. The AECB would prefer to

use the annual average approach; however, this will depend on the wording of

the legislation authorizing the cost-recovery program.

In addition, the public may perceive that the AECB, through cost recovery, is

dependent upon the regulated industry for its financial resources and that

AECB independence and objectivity may be compromised. This is particularly

important, as Ontario Hydro could be required to pay up to 30% of the AECB

annual budget. The fact that all recovered costs go directly to the

Consolidated Revenue Fund and that the AECB will still be resourced by

Parliamentary appropriation, will likely be over-looked by nuclear critics.

Such a perception can only reflect negatively on the credibility of the AECB.

Anticipated Revenues

Some AECB operating costs, such as language training, the administration of

the official languages policy, national and international consultations, and

public access to information could be considered by some as not appropriate

for cost recovery. Nuclear regulatory agencies in other countries are also

confronted with this situation. They have exempted from fee calculations a

portion of the costs of administrative overheads, generic research, and

generic licensing activities and all expenditures to meet the government's

international objectives and commitments (i.e. IAEA Safeguards costs). If

Canada were to follow this international example, the AECB would forego

collection of $3.8 million in indirect overhead costs and $2.57 million in

IAEA Safeguards costs.

In addition, the $400,000 to $500,000 needed to run the cost-recovery program,

will be included in the final fee schedule calculations.

Options

Three cost-recovery options are therefore presented:

Option I - full cost recovery. This option would generate an annual revenue

of $24.6 million.
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Option 2 - This takes into account the findings and recommendations in the

Price Waterhouse study (i.e. loss of some licensees who would not be willing

to pay a licensing fee, and an adjustment to the amount of some fees where it

was considered that the financial impacts were excessive). This option would

generate approximately $23.7 million.

Option 3 - this option exempts from cost recovery the AECB indirect overhead

costs, and the costs of IAEA Safeguards activities: it is thus similar to

current practice being followed in some other countries by their nuclear

regulatory agencies. This option also takes into account the financial impact

of licensing fees on the nuclear industry, and reduces fees where appropriate.

The AECB annual revenue under this option is approximately $17.6 million.

Financial Targets

Treasury Board has unilaterally established notional cost-recovery targets of

$10 million for 1988/89 and $15 million for 1989/90 and thereafter.

If the recommendations of this report are followed (i.e. the Financial

Administration Act is amended to authorize the AECB to charge fees and to bind

the Crown; a fee schedule is drafted; a public consultation process is carried

out and the issues raised in the public consultation process are properly

addressed), it is estimated that it would take a minimum of two years before

the AECB would be in a position to charge fees.

Conclusions

1. The AECB does not currently have an adequate legal basis for cost

recovery.

The use of amendments to the AEC Act or Regulations to effect cost recovery

would entail too high a risk of successful legal challenge and political

complications which could adversely affect the AECB's operational

effectiveness.
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2. In the time frame envisaged by Treasury Board Secretariat for the AECB to

collect fees, it is not practical to amend the AEC Act to make it binding on

the Crown, and specifically to authorize the AECB to recover its costs.

3. The only practical approach to providing a sound legal basis for cost

recovery is through amendment of the Financial Administration Act.

4. Studies to date have provided a basis to establish options for cost

recovery which may be practical, provided that a sound legal basis is

established.

5. Studies to date have not provided a basis to evaluate the impact of any of

these options on the development, application, and use of atomic energy in

Canada, or on the regulatory effectivenss of the AECB.

6. While the principle of cost-recovery has been decided by the Treasury

Board, public consultations are needed to evaluate impact and to arrive at a

final decision on the extent of cost recovery. Such consultations are

required by the government's Regulatory Process Action Plan.

7. Cost recovery is likely to generate a strong negative reaction from the

nuclear industry, some of which may affect the ability of the AECB to

implement an effective regulatory program.

Recommendations

1. If a sound legal basis is assured, and if the Minister designated for the

Atomic Energy Control Act, and the Treasury Board so agree, the AECB should

proceed further with the study of cost recovery impacts.

2. A sound legal basis for cost recovery should be established by amending

the Financial Administration Act to bind the Crown, and to authorize the AEC3

to charge for its regulatory activities.

3. If the prerequisite recommendations in 1) and 2) preceding should be

achieved it is recommended that, the following plan of action be pursued;
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1) consultations be initiated with Che provincesf

ii) Treasury Board approve the AECB request for two (2) term person years per

year and an increase of $450,000 to the operating budget over two years to

carry out the administrative steps to implement the cost-recovery initiative,

iii) for the purpose of consultation, the AECB prepare a fee schedule based

on the full cost-recovery option adjusted to reflect the Price Waterhouse

recommendations, to generate revenues of approximately $23.9 million a year.

The final fee schedule can only be established following the consultation

process,

iv) the AECB carry out a public consultation program to verify the

information presented in the Price Waterhouse report,

v) the AECB prepare a Regulatory Impact Analysis Statement based on the

results of the public consultation program,

vi) if based on the Regulatory Impact Analysis Statement, Treasury Board and

the Minister designated for the Atomic Energy Control Act decide that the AECB

should proceed with cost-recovery, the AECB prepare a Treasury Board

submission to acquire the additional resources to carry out the cost-recovery

program.

4. In order for the AECB to identify as soon as possible any potential

situations which could adversely impact on its regulatory effectiveness, the

AECB should monitor the rasults of the public consultation process, and report

to Treasury Board and the Minister designated for the Atomic Energy Control

Act.
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1. INTRODUCTION

The Cabinet, as part of the Government's commitment to deficit reduction, has

placed greater priority on the "user-pay" principle and the need to

investigate fully all areas of government activity where the implementation of

a cost-recovery program has potential. Given this policy, several areas of

regulation have been chosen for review to investigate the feasibility of

shifting the cost of financing services provided to the private sector by che

government from the taxpayer to the beneficiary.

Treasury Board has requested the Atomic Energy Control Board (AECB) to

undertake a detailed study to investigate the feasibility, timing, mechanisms

and impacts of a cost-recovery program. Presently, the nuclear industry does

not directly pay for the efforts of the AECB.

This study identifies for Treasury Board the potential impacts of a

cost-recovery program on the nuclear industry and gives the AECB's view on the

feasibility and potential repercussions of charging for its licensing

activities. Treasury Board's assessment of the study will presumably form the

basis from which Ministerial directions would be given should the Board wish

to instruct the AECB to proceed with a cost-recovery program. In this event,

the AECB proposes to follow the administrative steps and procedures outlined

in the Regulatory Process Action Plan published by the Privy Council Office.

The AECB staff have established "guiding principles" which it believes should

be adhered to when policy initiatives such as budget cuts, down-sizing, or

cost- recovery are being considered. The guiding principles state:

1) The effectiveness, fairness and credibility of the AECB's primary

regulatory mission shall be maintained at the highest possible level

consistent with the public interest.

2) The AECB will continue to respect and support all Government policy

initiatives. The Government will be advised promptly, if in the opinion of

the AECB, such policy initiatives are likely to have a negative impact on the

effectiveness and credibility of the AECB's primary mission.
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3) All AECB initiatives should have a legally-sound legislative basis.

4) All AECB inititatives which impact on the regulated industry and their

workers and on the general public should undergo a thorough public

consultation process.

In carrying out this study, each cost-recovery issue was addressed to identify

any situations which could compromise these guiding principles.

1.1 The Approach

The first step of the study was to identify the full costs incurred by the

AECB in carrying out its regulatory activities. Expenditures were allocated

to each licensee or group of licensees. The full costs, however, include a

number of components which are not directly linked to controlling the use of

atomic energy.

The second step was to determine the potential financial impact of a cost-

recovery program on the nuclear industry. The central agencies directed the

AECB to conduct this phase of the study using existing) publicly available

information, but without direct contact with the nuclear industry or with the

provinces. The AECB staff does not have the expertise required to evaluate

the financial information, to define parameters to be considered in

determining the financial viability, or the financial impact of imposing

licensing fees on its smaller licensees and non-profit organizations such as

hospitals and universities. A management consulting firm, Price Waterhouse,

with previous experience in cost-recovery analysis, was engaged to conduct

this part of the study.

Thirdly, the legal implications of implementing a cost- recovery program were

addressed. The Atonic Energy Control Act does not authorize the AECB to levy

fees nor does it bind the federal or provincial Crown. The latter implies

that the AECB may not have the legal authority to charge the Crown for

activities carried out to regulate its nuclear activites.
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Fourthly, the impact of a cost-recovery program on the AECB's regulatory

effectiveness is examined. In addition, the AECB costs for running the

cost-recovery program were estimated.

Fifthly, estimates of potential government revenues were made and

recommendations of how best to implement a cost-recovery program have been

proposed.



CHAPTER 2
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2. AGENCY OVERVIEW

2.1 Mandate

The Atomic Energy Control Board (AECB) was established in 1946, by the Atomic

Energy Control Act (AEC Act), (R.S.C. 1970 cA19). It is a departmental

corporation (Schedule B) within the meaning and purpose of the Financial

Administration Act. The AECB controls the development, application and use of

atomic energy in Canada, and participates on behalf of Canada in international

measures for control of atomic energy.

The AECB is also responsible for the administration of the Nuclear Liability

Act, (R.S.C. 1970 c29 1st Supp) as amended, including the designation of

nuclear installations and the prescription of basic insurance to be carried by

the operators of such nuclear installations.

The AECB reports to Parliament through a designated Minister, currently the

Minister of Energy, Mines and Resources.

2.2 Resource History

The following information details the AECB resource history and provides

estimates for the near future.

Fiscal Year Ending Staff on Strength Total Expenditures

1983
1984
1985
1986
1987 (Estimates)
1988 (Estimates)
1989 (Estimates)
1990 (Estimates)

The decrease in total expenditures is due to the decrease in staffing due to

downsizing and other budgetary reductions, and the absence of any estimates

for the safeguards support program pending a decision by Cabinet.

248
249
252
268
275
272
269
264

$17,183,291
$19,981,220
$22,245,993
$22,290,876
$23,129,000
$23,329,000
$22,371,000
$21,231,000
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2.3 Program Description

The AECB is a technical regulatory organization which regulates the health,

safety, security and environmental protection aspects of the many applications

of nuclear energy.

The AECB makes and administers the Atomic Energy Control Regulations. The

regulations are designed to protect workers and the public from the hazards of

nuclear energy resulting from such activities as the mining, processing and

disposal of prescribed substances, the production of nuclear generated

electric power, and the production and use of radioisotopes.

Nuclear facilities such as uranium mines, mills, refineries, fuel fabrication

plants and nuclear power plants, are regulated through comprehensive licensing

and compliance monitoring systems that address all aspects of their operations

from the conceptual design stage through to construction, operation and

decommissioning. The monitoring system ensures the adequacy of the nuclear

materials and equipment used in the facilities. Further, it ensures that che

licence applicants and operators operate and maintain their facilities to meet

high standards of health, safety and security. To support its regulatory role, the

AECB conducts a mission-oriented research program to obtain health and safety-

related data.

The AECB also controls the use, sale and possession of prescribed substances,

radioisotopes, and devices containing prescribed substances. Licences are

issued which contain conditions which define acceptable health, safety and

security requirements, and compliance is determined by site inspections.

The AECB, under the Nuclear Liability Act, is also responsible for designating

which nuclear facilities shall carry basic insurance and for prescribing the

amounts thereof.

The AECB regulates the import and export of nuclear materials and equipment.

It participates in the safeguard activities of the International Atomic Energy

Agency (IAEA) and monitors compliance with the requirements of the Treaty on

the Non-Proliferation of Nuclear Weapons. The AECB also participates in
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bilateral and multilateral dealings with other countries on safeguards and nuclear

non-proliferation matters. The Canadian Support Program provides specialized

safeguards equipment and technology to help implement nuclear material and

facility safeguards by the IAEA in both Canada and abroad. The Program is at

present jointly managed and funded by Atomic Energy of Canada Limited (AECL)

and the AECB. As a result of a 1985 Cabinet decision to reduce funding for

AECL, it is anticipated that the management and funding of the Canadian

Support Program will shift to the AECB in 1989/90. A Cabinet decision on this

issue is expected in 1987/88.

The AECB has developed ties and working agreements with a number of federal

and provincial agencies and departments. Arrangements have also been made

with other national and international agencies and foreign governments to set

general standards for the control of nuclear energy.

The AECB has minimized its involvement in the debate and resolution of public

policy issues involving nuclear energy. It has, however, provided technical

advice in support of initiatives by other bodies, such as provincial and

federal panels and Royal Commissions investigating the various socio-economic

and safety aspects of nuclear energy.



CHAPTER 3
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3. LICENSEE GROUP PROFILE

3.1 Industry Characteristics

By definition in the AEC Regulations, nuclear reactors, sub-critical nuclear

reactors, particle accelerators, uranium and thorium mines and mills, plants

for the separation, processing, reprocessing or fabrication of fissionable

substances, plants for the production of deuterium (heavy water) or deuterium

compounds, and facilities for the disposal of radioactive prescribed

substances, are nuclear facilities and, as such, may be operated only in

accordance with a licence issued by the AECB.

The AECB also regulates the use, import, export, sale and possession of

radioisotopes, other prescribed substances and devices containing prescribed

substances.

The following sub-sections describe the various nuclear industry sectors and

provide specific industry characteristics which are relevant in the analysis

of a cost-recovery feasibility study.

The proportion of the AECB costs attributable to each industry sector is also

given. The costs are composed of all expenditures - both direct and indirect.

3.1.1 Nuclear Power Reactors

The AECB licenses all nuclear reactors - those for the production of electric

power, research reactors and "subcritical assemblies". In Canada, three

provincial utilities have nuclear energy generation programs: Ontario, Quebec

and New Brunswick. Of the three, Ontario Hydro has by far the largest nuclear

capacity and will retain this position in the foreseeable future.

There are currently nineteen power reactor units licensed to operate: NPD

Generating Station, near Rolphton, Ontario; eight units at Bruce, near

Kincardine, Ontario; eight units at Pickering, near Toronto; one at Gentilly,

near Trois-Rivieres, QueDec; and one at Point Lepreau, near Saint John, New

Brunswick.
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Ontario Hydro has approximately 3000 staff at its sites directly involved in

the operation of the power reactors, and Hydro-Quebec and the New Brunswick

Electric Power Commission have approximately 500 staff at their nuclear

generating stations.

Ontario Hydro is constructing the Darlington nuclear generating station, near

Bowmanville, Ontario. This 4-unit station is scheduled for completion in the

early to mid 1990s. A work force of approximately 5000 is currently working

on the site.

In addition, waste management licences are in effect at some of the operating

power plant sites and at the Gentilly 1 reactor, near Trois-Rivieres, Quebec,

and the Douglas Point reactor, near Kincardine, Ontario. Both of these

reactors have been completely defueled and are in the early stages of

decommissioning.

All the nuclear power reactors in Canada (except NFD) are owned and operated

by provincial Crown corporations. NPD is owned by AECL, a federal Crown

corporation, and operated by Ontario Hydro, a provincial Crown corporation.

Approximately $12.6 million or 50% of the AECB's resources are committed to

the regulation of these facilities.

3.1.2 Research Reactors and Accelerators

There are presently eight research reactors operating in Canadian

universities: four in Ontario, two in Quebec, one in Nova Scotia and one in

Alberta. Two other research reactors are operated by the Saskatchewan

Research Council, Saskatoon and at the AECL Radiochemical Company facility in

Kanata, Ontario.

The AECB issues licences for each of the major AECL research facilities,

covering all nuclear operations at each site. The AECL research facilities

are located at Chalk River, Ontario and Pinawa, Manitoba, where its large

research reactors are situated.
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AECL has recently completed construction of a Slowpoke Demonstration reactor

at Pinawa and may be constructing a demonstration research reactor at Chalk

River which will be dedicated to radioisotope production. Both reactors are

being developed by AECL for the international market. AECL staff number

approximately 1000 at Pinawa and 2000 at Chalk River.

Approximately $550,000 or 2% of the AECB's resources are committed to the

regulation of these facilities.

A particle accelerator is a machine which generates and controls a bean of

sub-atomic particles to generate ionizing radiation for research, medical,

analytical or industrial purposes. Installation and operation of these

machines requires a licence from the AECB. There are currently 27 medical,

25 research and 7 commercial particle accelerator facilities licensed.

Approximately $200,000 or 1% of the AECB's resources are committed to the

regulation of these facilities.

3.1.3 Uranium Mining

While exploration for uranium and thorium is not regulated by the AECB, the

AEC Regulations require that approval be obtained when the ore grade in

question exceeds 0.05% and it is intended to remove more than 10 kg of uranium

or thorium in any one calendar year. If only surface removal is to be carried

out, an Ore Removal Permit is issued. Where extensive stripping, work shaft

construction and drifting into an ore body could occur, an Underground

Exploration Permit is issued.

Uranium ore occurs in many areas of Canada, but currently it is exploited only

in Ontario and Saskatchewan.

The uranium mining industry in Ontario is centred in the Elliot Lake area.

There, Rio Algom Mines Limited operates three uranium mines with a staff of

approximately 2700, and Denison Mines Limited operates one mine and has

another in a standby state with a total staff of approximately 1900.
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The uranium mining industry in Saskatchewan is located in the north central

region of the province. Amok Limited, Eldor and the Key Lake Mining

Corporation each have a mine in operation with approximately 350 staff at each

site.

The character of the mining industry in Ontario and in Saskatchewan is very

different. In Saskatchewan, the mines are generally the open pit type with an

ore grade of up to 14% U,0o. These conditions allow for a less

labour-intensive operation with a relatively high production capability. The

mines in Ontario are large, underground facilities with ore grades averaging

0.1% U,0Q, thus requiring much more labour-intensive operations.

In 1986, there were approximately 7000 tonnes of uranium produced in

Saskatchewan and 5000 tonnes of uranium produced in Ontario. Approximately

80 per cent of the total was for export.

In addition to the operating mine licences, the AECB has issued two

Underground Exploration Permits and five Ore Removal Permits (ORP). All of

these except for one ORP, which is located in Labrador, are in Saskatchewan.

Approximately $4.7 million or 19% of the AECB's resources are committed to the

regulation of these facilities.

3.1.4 Uranium Refining and Uranium Conversion

Uranium concentrate (yellowcake) produced from the mining and milling

operations is converted into uranium dioxide (UO,) or uranium hexafluoride

(UF ). Uranium in the form of UC> is used as fuel in CANDU reactors, and UF,
6 2 o

is exported to countries that use it in the manufacture of enriched uranium

reactor fuel. There is no enrichment plant in Canada.

The only facility to refine yellowcake is operated by the federal crown

corporation, Eldorado Resources Limited (ERL), located at Blind River,

Ontario. The other facility operated by ERL is at Port Hope, Ontario, which

converts the product of the Blind River plant into UO- and UF .
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ERL's operations at Blind River and Port Hope have approximately 300 and 500

staff respectively.

Yellowcake is also produced in relatively small quantities by a plant in

Alberta that extracts it from phosphoric acid feedstock, prior to the

production of phosphate fertilizer.

Of the approximately 12,000 tonnes of uranium refined, 2,000 tonnes will be

used to produce UO. fuel for CANDU power reactors and 10,000 tonnes will be

converted to UF, for export purposes,
o

Approximately $649,000 or 2% of the AECB's resources are committed to the

regulation of these facilities.

3.1.5 Fuel Fabrication

To produce CANDU fuel, uranium dioxide powder is pressed, sintered and

machined into hard, dense, cylindrical pellets. These pellets are loaded and

sealed into zirconium alloy tubes which are assembled into fuel bundles.

There are three fuel fabrication plants operating, all of which are in

Ontario. Canadian General Electric Ltd. operates two: one in Peterborough

and one in Toronto, with a combined staff of approximately 115. The other

plant is operated by Westinghouse Canada Ltd. in Port Hope with a staff of

approximately 75.

Approximately $178,000 or 0.7% of the AECB's resources are committed to the

regulation of these facilities.

3.1.6 Heavy Water Production

Deuterium oxide (heavy water) is essential to operate the CANDU reactor, where

it moderates the neutrons produced in the fission reaction and cools the fuel.

It is designated a 'prescribed substance1 and is subject to regulation by the

AECB. Although there are no radiological hazards resulting from the
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production of heavy water, the process used in Canada uses large quantities of

hydrogen sulphide, a highly toxic gas.

Ontario Hydro operates the only operating heavy water plant in Canada at its

Bruce Nuclear Power Development (BNPD) facility in Tiverton, Ontario with a

staff of approximately 400. There are also two heavy water plants which were

mothballed during construction: one at BNPD and one in Quebec. It is highly

unlikely that either of these plants will be completed and put into operation

in the near future.

Approximately $127,000 or 0.5% of the AECB's resources are committed to the

regulation of these facilities.

3.1.7 Prescribed Substances Including Radioisotopes

Persons who wish to import, use, sell or possess any prescribed substance or

device containing a prescribed substance, must obtain a licence from the AECB,

unless exempted by the AEC Regulations.

Although the information required by the AECB to support applications for such

licences is less detailed and complex than for a nuclear facility, the

applicant must satisfy the AECB that the proposed activity will be conducted

in accordance with the requirements of the AEC Regulations.

Two types of licences are issued by the AECB in this area: Prescribed

Substance Licences, of which there are approximately 40 in effect, covering

uranium, thorium and heavy water; and Radioisotope Licences covering all other

radioisotopes.

Radioisotopes are widely used in medicine for diagnostic and therapeutic

purposes, in industry for such activities as radiography, gauging, static

elimination and oil well logging and in educational facilities for teaching

and research purposes. The application of radioisotopes in these latter

businesses is generally incidental to their operations, but licences are still

required for their use. The AECB exempts from licensing the use of

radioisotopes in certain devices such as smoke detectors and tritium exit
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signs, where it is satisfied that the quantity of radioisotope is small and

the device is designed to contain the radioisotope safely.

The use of nuclear materials and radioisotopes is widespread across Canada.

Approximately 66% of the AECB's licensees are located in the Ontario and

Quebec region, 25% in western Canada and 9% in eastern Canada. The following

is a typical user distribution of this sector of the industry.

Table I

User Distribution in the Radioisotope Sector

Type of User

Hospitals and ovher medical
institutions

Universities and other educational
institutions

Governments
Commercial

Oil well logging
Radiography
Gauging
Static eliminators
Suppliers
Others (Analyzers, calibration,
irradiators)

Approximate
No. of Licences

650

230
660

100
200
1400
1500
190

1000

Approximately $4.2 million or 17% of the AECB's resources are committed to the

regulation of these facilities.

3.1.8 Radioactive Waste Management

All nuclear facilities (except heavy water plants) and users of prescribed

substances produce radioactive wastes. The AECB regulates the management of

these wastes to ensure that they do not cause a hazard to the public or to the

environment.
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The radioactive content of the waste is variable, depending on the source.

Spent fuel from a power reactor is highly radioactive and the radioactivity is

long-lived, but spent fuel is produced in relatively small volumes. Such

wastes are being stored safely under water at reactor sites pending decisions

on their ultimate disposal. This storage is regulated as part of the reactor

operating licence. Other radioactive wastes resulting from reactor operations

are stored in concrete structures that are licensed separately as waste

management facilities.

There are currently five reactor waste management sites licensed. The Point

Lepreau, Gentilly 2 and Bruce power reactor sites each have facilities for the

storage of solid wastes produced from the utility's nuclear generating

station(s). In addition, waste management licences are in effect for the

Gentilly 1 and Douglas Point reactors. Both of these reactors have been

completely defueled and are in the early stages of decommissioning.

Uranium mill tailings, while they contain low levels of radioactivity, are

produced in large quantities. Management of these tailings is regulated

through the mine operating licence.

Other low-level wastes from nuclear facilities and those resulting from the

use of prescribed substances are managed at waste management facilities that

are licensed by the AECB, or in accordance with practices specified in the

operating or prescribed substance licences.

The AECL research facilities at Chalk River and Whiteshell, and the Eldorado

Resources Ltd. refinery waste sites at Port Granby and Welcome, are the major

facilities for collecting nuclear wastes from the uranium refining and

processing, and nuclear research programs. In addition, there are three

university waste management facilities in Toronto, Edmonton and Saskatchewan,

and a Department of National Defence facility in Suffield, Alberta.

Approximately $0.9 million or 4% or the AECB's resources are committed to the

regulation of these facilities.
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3.1.9 Transportation of Radioactive Materials

The use of radioactive materials is widespread across Canada. The regulation

of the transport of these substances is a joint responsibility of the AECB,

which is responsible for regulating the packaging of such materials for

shipment, and other government departments which regulate the actual transport

activities.

The major uses of radioisotopes are in the medical field where there are two

main applications; cobalt therapy and radiopharmaceuticals, and in the

industrial field for gauging and radiography. Cobalt is shipped directly by

AECL to owners of AECL radiotherapy machines and irradiators.

The Canadian radiopharmaceutical market is dominated by two specialized drug

companies - Charles E. Frost and Company, and AECL. There are also a few U.S.

companies which sell in Canada. The users' market is made up of approximately

150 of the larger hospitals in Canada, a few research laboratories and a few

specialist physicians.

The physical distribution of radioisotopes to these users involves thousands

of individual shipments, which is a peculiarity of this market. Since

radiophannaceuticals decay rapidly, shipments must be frequent and use the

fastest mode.

The AECB regulations require various types of containers for

radiopharmaceuticals. Large quantities of radioactive materials are usually

shipped in containers which are lead-shielded. Small quantities, the category

into which most radiopharmaceutical shipments fall, are shipped in containers

which must undergo much stricter testing than conventional drug packaging.

The packaging and transport of nuclear materials encompasses the complete

nuclear fuel cycle and also involves shipments of materials such as tritiated

heavy water, irradiated fuel and UF, transport cylinders.

Approximately 3375,000 or 1% of the AECB's resources are committed to the

regulation of these activities.
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3.2 Beneficiaries of AECB Activities

The Treasury Board policy on cost recovery is aimed at shifting the cost of

government services from the general taxpayer to the users and to those who

specifically benefit from the services. To analyze the feasibility of a

cost-recovery program, the AECB identified its activities which would be

eligible for cost recovery (i.e. the provision of limited rights and

privileges), and the recipients of those activities.

The AECB's main objective is to prevent the harmful radiological exposure of

workers and the public from nuclear industry-related activities. This task is

made more difficult by the public's perception of the risks associated with

the nuclear industry, particularly in the power reactor and waste management

sectors. The public's unwillingness to accept what it views as high uncertain

risks places a much greater burden of proof of safety on the nuclear industry

compared with that faced by most other industries.

The public's demand that the risk from the nuclear industry be low, in fact,

lower than that which is acceptable in conventional industries, is one of the

reasons for the existence of the AECB. The additional costs, borne by the

nuclear industry to satisfy the AECB requirements to meet this lower risk

level, is the price the industry must pay to provide for additional public

safety. Hence, the public and the workers are the beneficiaries of the AECB

activities. The AECB believes the risks to the public are very much lower

than would exist if conventional industrial standards were applied to the

nuclear industry.

The nuclear industry is an indirect beneficiary of the AECB's activities, as

it is the one that receives the right to operate. An AECB licence represents

consent from the federal government and implies consent from the provincial

government since both government levels are consulted during licensing. The

licence allows the industry to operate within a publicly acceptable scheme of

regulatory control as 1-ng as it complies with the conditions of the licence.

On the other hand the industry must pay the cost of meeting AECB regulatory
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requirements, which have been estimated to add 5 to 8 per cent to the cost of

doing 1

exist.

doing business over and above what would be done if the AECB did not
(1)

A licensee must comply with a number of licence conditions: for example, the

employees' health and working environment must be monitored, and research

studies in these areas may be required. Additional requirements for

environmental monitoring and research activities, especially when dealing with

power reactors, are stipulated for the protection of the public rather than

the work force, as is the case in the treatment and disposal of wastes. Not

only is the licensee responsible for ensuring that these activities are

carried out, but also various federal and provincial regulatory agencies take

action to verify compliance with the licence conditions.

Much of the nuclear industry is dominated by large national and multinational

companies, and by federal and provincial Crown corporations. These

organizations strive to operate safely for various reasons: they are good

corporate citizens, safe operations are more profitable, the companies have

large financial investments and reputations to protect, and Crown corporations

are publicly accountable. In addition, the existence of a safe and viable

nuclear industry allows governments a wider choice of policy options towards

the creation of energy and industrial developments which are of a benefit to

all of Canada.

Not only is the nuclear industry a major employer and consumer of manufactured

goods, the reliable and relatively cheap nuclear electric power produced

attracts primary and secondary industries which are also a benefit to Canada.

A prime example of this situation is Ontario's ability to attract

foreign-owned automobile manufacturing plants. Ontario's good economic health

is a benefit to the national economy.

The AECB has been designated by parliament to administer Canada's

international nuclear safeguards commitments. These activities provide the

international community with assurance of Canada's commitment to national and

international safeguard controls.

(1) Estimating the Costs of AECB Regulation, April 1981. INFO-0023-2
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In summary, che direct benefits of regulation are often difficult to measure.

There is a general benefit stemming from the mere presence of a regulator, for

this stimulates discussion and analyses of problems, and brings

technology-forcing pressures to bear upon the industry to develop better

designs and operational methods for their facilities.

By Treasury Board definition, the beneficiary of the AECB's licensing process

is the nuclear industry, as it is the one who receives the rights and

privileges granted by the AECB. However, the objective of AECB assessments Is

to ensure that a reasonable effort has been made to prevent the harmful,

radiological exposure of workers and the public. They are the real

beneficiaries of an AECB licence.



CHAPTER
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4. REGULATORY ACTIVITIES

4.1 Operation - Atomic Energy Control Board

Before Issuing a licence, the AECB requires that the person or organization

submit sufficient information to show that required health, safety, security

and enviromental standards will bt met and maintained. The AECB defines

standards, assesses the potential licensees' capabilities to meet and maintain

them, and once a licence is issued, carries out compliance inspections to

ensure that its requirements are met.

The licensing system is administered with the cooperation of other federal and

provincial government departments in such areas as health, the environment,

transport and labour. This enables the concerns and responsibilities of these

departments to be taken into account before licences are issued.

To ensure that Canada's national policies and international commitments

relating to the non-proliferation of nuclear weapons and other nuclear

explosive devices are fulfilled, licence conditions and the export control of

prescribed substances and items are enforced by the AECB in cooperation with

other federal government agencies, according to safeguards policies enunciated

by the Canadian government. International safeguards provisions of the Treaty

on the Non-Proliferation of Nuclear Weapons are administered by the IAEA under

safeguards agreements which provide for the inspection of nuclear material and

facilities in Canada.

4.1-1 Organization

The Atomic Energy Control Board consists of five members and is referred to as

the Board. One of these members is appointed President and Chief Executive

Officer, and is the only full-time member. The President of the National

Research Council of Canada is an ex officio member of the Board.

The AECB's staff organization consists of the President's Office, the

Secretariat, the Directorate of Reactor Regulation, the Directorate of Fuel
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Cycle and Materials Regulation, the Regulatory Research Branch, and the

Planning and Administration Branch.

The corporate management of the AECB is carried out by the Executive Committee

which consists of the President and the senior officer of each of the five

organizational units. This Committee is responsible for corporate management

and corporate policy development.

The President, as chief executive officer of the AECB, supervises and directs

the work of the organization. A Legal Adviser, an Official Languages Adviser

and a Medical Liaison Officer also report directly to the President.

The Secretariat embraces the functions of the Secretary to the Board, the

Office of Public Information and the Advisory Committee Secretariat.

The Directorate of Reactor Regulation is responsible for the regulation of

power and research reactors, accelerators, and the examination of the

qualifications of reactor operators. It also carries out safety evaluation

and quality assurance functions.

The Directorate of Fuel Cycle and Materials Regulation is responsible for the

regulation of uranium mines and mills, uranium refineries, and uranium

conversion plants, nuclear fuel fabrication plants, heavy water plants,

radioactive waste management facilities, and the use of radioisotopes.

Additional responsibilities of this Directorate include regulating the

transport of radioactive materials, the AECB's analytical laboratory

facilities and compliance inspection services. It addition, the Directorate

implements nuclear material safeguards programs, both domestic and

international.

The Regulatory Research Branch is responsible for a variety of tasks:

administration of the AECB research program; administration of the AECB's role

in the Safeguards Support Program; the production of regulatory documents for

all aspects of the AECB's regulatory activities; assessment of radiation

hazards and radiation protection programs for licensed activities, and the

development of related standards and guidelines.
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The Planning and Administration Branch provides corporate management and

administrative support services in the areas of finance and human resources.

The Branch also provides the corporate planning function, and coordinates

policy development and liaison with provincial, federal and international

agencies. The Nuclear Liability Act is also administered by this Branch.

The AECB receives advice from two independent advisory committees - the

Advisory Committee on Radiological Protection and the Advisory Committee on

Nuclear Safety, whose members are drawn entirely from outside the AECB. These

Coraaittees advise and report to the President. They advise on generic issues

only and are not involved with specific licensing actions.

The AECB also obtains advice on matters relating to the medical surveillance

of atomic radiation workers from its Medical Advisers who are appointed by the

Board under the AEC Regulations for this purpose. These are senior medical

officers who are nominated by the provinces, Atomic Energy of Canada Limited,

and the departments of National Defence and National Health and Welfare.

4.1.2 Compliance Monitoring

An important role of the AECB is to verify that licensees comply with the AEC

Regulations and the conditions of licences. This is accomplished in a number

of ways:

there are twenty-five AECB inspectors posted at nuclear power reactor

sites and in the mining area of Elliot Lake, Ontario. Their prime role

is to inspect and maintain surveillance over the licensed facilities in

these locations,

there are four regional compliance offices, located at Calgary, Alberta,

Mississauga, Ontario, Ottawa, Ontario, and Laval, Quebec. Each of these

offices is staffed by four inspectors who carry out compliance

inspections of the approximately 5000 licensed radioisotope users across

Canada,
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AECB staff from the licensing and regulatory support divisions carry out

inspections at nuclear facilities,

the AECB appoints staff of provincial government departments as

inspectors to assist it with compliance and emergency response activities

in the inspectors' home province. Appointments are made in provinces in

which the AECB does not have representation, and in areas where the

province and the AECB have a mutual responsibility.

To support the compliance program, the AECB maintains a laboratory in Ottawa

which carries out chemical and radiochemical analyses of samples taken during

inspections. Field instruments for use by AECB inspectors are supplied,

calibrated and serviced by this laboratory.

4.1.3 Regulatory Research

In order to support its regulatory activities, the AECB administers a

mission-oriented research program which is subcontracted to outside

organizations.

This program provides information that assists the AECB to set regulatory

standards, and to assess submissions.

Where appropriate, the Board sets up joint programs with other government

departments or agencies so that it may benefit from liaison with other

similarly-focused research organizations.

In addition, the AECB administers a special program jointly with Atomic Energy

of Canada Limited for research and development to support the Safeguards

Program of the International Atomic Energy Agency (IAEA). Safeguards

technology is transferred to the IAEA through experts supplied to the IAEA and

paid for by the support program.
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4.1.4 Safeguards and Security Control of Prescribed Substances and Equipmenc

Canada is party to bilateral nuclear cooperation agreements with more than

twenty countries. AECB staff support Canadian bilateral nuclear cooperation

activities and administer related bilateral agreements. AECB staff are

included in Canadian government delegations generally for the negotiation of

nuclear cooperation agreements and nuclear consultations. Staff regularly

consult with their counterparts in other countries.

AECB staff also work with IAEA inspectors who are authorized to carry out

inspections of nuclear facilities in Canada, pursuant to a safeguards

agreement with the IAEA. These safeguards are designed to verify that Canada

is meeting its obligations under the Treaty on the Non-Proliferation of

Nuclear Weapons.

On the national level, AECB staff, in cooperation with the Department of

External Affairs, exercises control over the export of nuclear materials,

equipment and technology to ensure that such exports are consistent with

Canadian nuclear export policy.

4.1.5 International Activities

AECB staff participates in activities of the International Atomic Energy

Agency, the Nuclear Energy Agency of the Organization for Economic Cooperation

and Development, and other international organizations concerned with the

peaceful uses of nuclear energy. AECB staff takes part in the preparation and

review of safety codes and standards for nuclear facilities, for radiation

protection, for the safe transport of radioactive materials, for the

management of radioactive waste, and for international nuclear safeguards.

The AECB also maintains contacts with nuclear regulatory and research agencies

in other countries on matters of common interest.

4.1.6 Nuclear Liability Act

The AECB is responsible for administering the Nuclear Liability Act,

designating nuclear installations and, with the approval of Treasury Board,
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prescribing the amount of basic insurance to be maintained by the operator of

each nuclear installation.

4.2 Federal and Provincial Government Involvement

4.2.1 The Consultative Regulatory Process

The nuclear industry is subject to federal jurisdiction through the Atomic

Energy Control Act; however, a nuclear facility operating within a province

has some impact on that province and therefore! provincial regulatory agencies

do have a legitimate concern with regard to the operation of the facility.

In recognition of this dual interest, the AECB has established a cooperative

regulatory process through which it invites all regulatory agencies, federal

and provincial, whose areas of responsibility could be affected by the

proposed nuclear facility, to participate. This ensures that legitimate

concerns of all agencies, federal or provincial• are considered and are

appropriately reflected in the AECB licence.

This cooperative approach has proved to be very efficient, effective and

beneficial to all parties involved. The AECB, technically expert in the field

of nuclear safety and radiation protection, has not developed the same degree

of expertise in the social and non-nuclear health, safety and environmental

issues which are inherent in the operation of the nuclear industry. With the

assistance of the provincial and federal health, environment and labour

regulatory agencies, the AECB ensures that no major safety issues remain

unresolved when a licence is issued and that there is an adequate compliance

network established to monitor the radiological and conventional operation of

the industry.

4.2.2 Agreements of Understanding with Federal Departments

Agreements and memoranda of understanding have been prepared which define the

roles of various federal departments as follows:
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0 Transport Canada - limits the AECB's role to the regulation of packaging

and security of radioactive materials: Transport Canada regulates the actual

transportation activity;

0 Environment Canada - defines Environment's role as an advisor to the AECB

on the environmental aspects of nuclear energy and as the agency to develop

standards and to monitor for radionuclide concentrations in the environment

resulting from or relating to nuclear energy;

0 Health and Welfare Canada - defines Health and Welfare's role as an advisor

to the AECB on the occupational and public health aspects of nuclear energy

and as the agency to develop standards for human exposure to radiation and

other toxic substances. Health and Welfare also measures radionuclides and

other toxic substance levels outside some nuclear facilities! and operates a

national dosimetry service and dose registry;

0 Labour Canada - defines Labour's jurisdiction over conventional

occupational health and safety in Ontario Hydro's nuclear power plants.

4.2.3 Working Agreements with Provincial Governments

The AECB has working level agreements covering specific health, safety and

environmental concerns with the provinces which have major nuclear facilities.

The major provincial efforts have focused on the environmental aspects of

nuclear energy and, on the insistence of the AECB, on compliance with the

boiler and pressure vessel regulations at nuclear power plant facilities.

Ontario and Saskatchewan, in particular, assist the AECB and Environment

Canada to assess and monitor the environmental aspects of the uranium mining

and uranium processing operations and, to a lesser degree, the power reactor

operations. Ontario commits significant resources to regulating power reactor
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operations to ensure compliance with its Boiler and Pressure Vessel Act

(similar arrangements are in place in Manitoba, New Brunswick and Quebec).

Under the Atomic Energy Control Regulations, the AECB appoints representatives

from each of the provinces, Health and Welfare Canada, the Department of

National Defence, and AECL to act as medical advisers to the Board on matters

relating to the medical surveillance of atomic radiation workers. The AECB

also appoints provincial representatives as AECB inspectors. Currently there

are fourteen provincially appointed inspectors.

All of the above activities are carried out by the provincial and federal

agencies at no cost to the AECB. Federal and provincial agencies who

co-regulate with the AECB in the areas of occupational health and safety, and

the environment may at some time wish to be compensated for their

contribution; failing such compensation, their cooperation and services may be

reduced or withdrawn.

The AECB has incorporated, under the AEC Act, the Ontario Occupational Health

and Safety Act and the regulations made thereunder in relation to

non-radiological occupational health and safety in the uranium mining

industry. The AECB has contracted with the Ontario Ministry of Labour for its

services to enforce and administer these regulations. The cost to the AECB

for these services is approximately $300,000 a year.

Discussions are also underway which may result in the Saskatchewan mining

regulations being incorporated under the AEC Act. The estimated cost of

having the Saskatchewan Department of Labour enforce and administer these

regulations is $100,000 a year.



CHAPTER 5
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5. COST OF ACTIVITIES

5.1 Accounting Practices

At present, the AECB's budgeting and expenditure system (FINCON) records all

costs related to each of the Board's sub-activities: the President's Office

and the Secretariat, Reactor Regulation! Fuel Facilities and Materials

Regulation, Regulatory Research, and Administration. Overhead costs such

as telecommunications and electronic data processing costs are also collected.

Within the sub-activities. Responsibility Centres have been established which

are organizational units (projects) with specific areas of interest (i.e.

uranium mining, power reactors, compliance services, finance, etc.). For

accounting purposes, direct costs to the Board, such as travel expenses spent

on major licensees, can be identified within these Responsibility Centres.

The AECB is developing an accounting system to allocate expenditures to

individual licensees which will also include direct costs such as salaries. A

system for allocating overhead costs will have to be developed. These systems

will operate in parallel with the organizational budgeting and expenditure

recording system described above.

5.2 Costing Methodology

For the purpose of this feasibility study, the forecast of expenditures

presented in the AECB's 1987/88 Multi-Year Operational Plan (MYOP) was used as

the basis for calculating the cost of regulation. It was assumed that all

monies would be expended on the activities identified, resulting in no funds

being lapsed at the end of the fiscal year.

Since the AECB's time accounting system records the direct employee time

allocated to specific licensees or licensee sector, licensing action or Board

activity, this data was used to proportion the person-year estimates presented

for each of the projects (i.e. Power Reactors, Nuclear Fuel Facilities, Waste
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Management etc.) identified in the MYOP, to those specific activities.

However, since only the gross cost of objects such as salaries, benefits,

travel, and training are presented, an average cost per person-year was

calculated and used to determine the costs to be charged against licensees.

In a similar fashion, the indirect, Responsibility Centre and Directorate

distributed costs were proportioned to each licensee according to the

person-year effort expended on that activity. However, in the areas of

Regulatory Research, and AECB operating overheads, all AECB costs could not be

allocated directly to specific licensees, as a large portion of these

activities are of a generic nature.

The operating overhead costs comprise the expenditures of the activities

required to allow the AECB to operate: Administration - finance, personnel,

corporate management; Operations - telecommunications, accommodations, etc.;

and those activities which are of a generic nature and address the nuclear

industry in general (i.e. advisory committees, the development of radiation

protection standards, and research projects with no direct linkage to specific

licensing actions). These costs were proportioned to each AECB licensee

according to the direct staff effort expended on that licensee.

The Regulatory Research program costs were broken down into three main

categories:

1. those directly related to a licensing activity,

2. those addressing a generic or specific issue dealing with a nuclear

industry sector. The cost of the research was proportioned to the licensees

affected (e.g. the cost of a study on fluorspar miner mortality, although not

dealing with current licensing actions, is to be borne by the uranium mining

industry),

3. those which have neither direct nor indirect linkage to licensing actions

but are of interest to the AECB. The cost of this research is included in the

cost of the general AECB overheads and is to be borne by all AECB licensees
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according to the direct effort expended on each licensee (e.g. the cost of a

study to determine the cost of reducing occupational risk In Canadian

industries).

The Safeguards costs are is divided into two distinct categories: the

Safeguards Support Program and Safeguards Operations.

The Safeguards Support Program provides equipment and experts to the

International Atomic Energy Agency (IAEA) to improve safeguards approaches,

techniques, and the reliability of safeguards equipment for Canadian and

foreign owned CANDU-type reactors. At present, there are twenty-seven

CANDU-type reactors under Safeguards control in service and/or under

construction in the world: twenty-two in Canada and five in other countries.

The cost of the Safeguards Support Program was proportioned equally to each of

the twenty-seven reactors. Approximately 202 ($315,000) of the total Program

cost has been allocated to the five offshore reactors which are not regulated

by the AECB.

Through the Safeguards Operations Program, the AECB is involved in the area of

safeguards at both the national and international levels. The total

safeguards expenditure committed to the national effort, has been proportioned

to the appropriate AECB licensees according to the direct AECB staff time

allocated to the licensees. Approximately 20X ($300,000) of the Safeguards

Operations Program budget is committed to finance international activities.

In addition, the AECB, in cooperation with the Department of External Affairs,

exercises control over the export of nuclear materials, equipment and

technology to ensure that exports are consistent with Canadian nuclear export

policy. Since the actual issuance of an Export Permit is carrie out by

External Affairs, the annual cost of the AECB staff effort ($100,000) cannot

be directly attributed to AECB licensees. External Affairs could be requested

to collect these costs from the licence applicants with whom, in these

instances, the AECB has no official dealings.
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5.3 Identification of Licensee Groups and Allocation of AECB Costs

The AECB estimates of expenditures and person-year requirements for the fiscal

year 1987/88 are $23,500,000 and 272 person-years respectively. In addition

to these expenditures, the AECB receives services provided without charge, by

other Federal Government departments (i.e. Treasury Board, the Department of

Public Works, and the Department of Supply and Services) valued at $1,654,000.

For the remainder of this section, financial costs are recorded in $000s per

year.

5.3.1 General AECB Overheads

These costs are for essential overheads for the AECB to carry out its mandate.

They cannot be attributed to any one directorate or licensing activity, and

are distributed as a dollar cost per person year.

Exhibit 1
General AECB Overhead

Cost of corporate management $6555

Services provided by other Federal Government departments

at no charge to the AECB $1654

Research Programs $1010

Advisory Committees (Radiological Protection and
and Nuclear Safety) $ 415

$9634

These expenditures require an AECB manpower commitment of 86.3 person years

(PYs). The $9634 overhead costs are to be recovered as an overhead on the

licensing activities of the 185.7 (272-86.3) "recoverable" person years.

Consequently, the overhead cost/recoverable PY - $52/PY ($9634 • 185.7).

1. See Appendix 1 for details of these costs.
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5.3.2 Power Reactor Regulation

The total cost of regulating power reactors is made up of direct costs as well

as those, less direct costs of running several regulatory support activities.

The total cost of the indirect activities has been allocated equally to the 23

power reactor units which are operational or currently under construction.

Table 2

Indirect Power Reactor Regulatory Costs

Power Reactor Research Programs $1522

High Level Waste Program $1053

Safeguards Support Program (NPD is not included in this
activity) $1386

Safeguards Operations $ 660

These activities result in the following total regulatory costs:

NPD Generating Station • $406.

Average cost for a 4-unit power reactor station » $1853. Ontario Hydro has

two sac: stations at each of its Bruce and Pickering sites.

Average cost for a 1-unit power reactor station " $1022.

Hydro-Quebec and the New Brunswick Electric Power Commission each have one

such station.

Cost of a 4-unit power reactor station under construction » $2770.

Ontario Hydro is currently constructing such a facility at Darlington.
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5.3.3 Research Reactors and Accelerators

There are seven Slowpoke Reactors licensed, five at universities and other

educational facilities, one at the Saskatchewan Research Council and one

operated by AECL. The average AECB regulatory cost is S22/reactor.

There are two subcritical reactors licensed, both are at universities. The

average AECB regulatory cost is $2.4/reactor.

There is one Pool Type Reactor licensed, at McMaster University. The AECB

regulatory cost is $165.

There are 59 accelerators licensed:

27 in hospitals, cost - $1.7/unit

20 at universities, cost - $3.0/unlt

4 at federal government facilities, cost - $2.5/unlt

TRIUMF (British Columbia), cost - $65

7 private units, cost » $4.0/unit

AECL operates two research facilities, one at Pinawa (Whiteshell) and one at

Chalk River. The AECB cost to regulate the Chalk River facility is $130 and,

$80 for the Whiteshell facility.

5.3.A Uranium Mines •

In addition to the direct cost involved in regulating uranium mines, there is

a research-program cost of approximately $1310, which has been allocated

equally to the uranium mining and the uranium mining development facilities.

There are eight uranium mines licensed to operate: five in the Elliot Lake

region of Ontario, and three in Saskatchewan. Rio Algom Ltd. operates three

of the Ontario mines, while Denison Mines Ltd. operates the other two. In

Saskatchewan, Amok Ltd., Eldor and the Key Lake Mining Corporation each

operate one facility.

The average AECB cost for regulating a mine is $439. This cost does not

include the $300 charge by the Ontario Ministry of Labour for the
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administration and enforcement of the Uranium Miners' Occupational Health and

Safety Regulations at Elliot Lake. The cost of regulating an Ontario mine

thus increases by $60, for a total cost of approximately $500 per facility.

Developments are taking place which may result in the incorporation of

Saskatchewan Labour requirements by the AECB. This action would increase the

cost of regulating the Saskatchewan uranium mines by approximately $33 per

facility to approximately $470.

In addition to the mining licences, the AECB has issued two Underground

Exploration Permits at a cost of $214/permic and five Ore Removal Permits at a

cost of $86/permit.

5.3.5 Fuel and Heavy Water Plants

This sector of the nuclear industry is dominated by a relatively small number

of companies:

- the refining of yellowcake is carried out by Eldorado Resources Ltd. (ERL)

at its facility in Blind River, Ontario. The AECB regulatory cost is $240.

- the production of U0o and UF, is carried out by ERL at its facility in Port
i. O

Hope, Ontario. The AECB regulatory cost is $409.

- the fabrication of CANDU fuel is carried out by Westinghouse Canada Ltd. in

Port Hope, and Canadian General Electric (CGE) Ltd. in Toronto and

Peterborough. The AECB cost to regulate the Westinghouse facility in Port

Hope, and the CGE facility in Toronto is $73/facility. The AECB cost to

regulate the smaller, less complicated facilities such as the CGE plant in

Peterborough, and the Earth Sciences Extraction Co. facility in Calgary is $21

and $11 respectively.

- the production of heavy water is carried out by Ontario Hydro at its Bruce

Nuclear Power Development (BNPD). The AECB regulatory cost is $127.



In addition to the facilities which do the actual processing of uranium, there

are a number of smaller facilities which use uranium or other prescribed

substances for various reasons. The AECB regulates these operations by

issuing Prescribed Substance Licences. There are forty Prescribed Substance

Licenses issued:

- one university, Ecole Polytechnique, AECB cost « $1.4

- 4 federal government agencies, AECB cost - $1.4/licence

10 major licensees, such as the Port Hawkesbury Heavy Water Plant (for

heavy water storage), and aircraft companies - Air Canada and Canadair (for

the use of depleted uranium). AECB cost * $S.8/licence

- 25 minor licensees, such as Levines Aviation Inc. (for the machining of

depleted uranium), and CGE Lighting Products Department (for the use of

thorium in the production of electrodes.) AECB cost - $4.4/licence

5.3.6 Waste Management

In addition to the direct costs involved in regulating waste management

facilities, there is a research program cost of approximately $525 which has

been proportioned to the facilities on the basis of direct staff time

expended.

The following are the AECB costs to regulate waste management sites:

AECL facilities:

Chalk River « $156

Whiteshell - $80

Tunney's Pasture » $80

Power Reactor Waste Management facilities:

Ontario Hydro (BNPD) - $134

AECL (Gentilly 1) - $40

Hydro-Quebec (Gentilly 2) - $50
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New Brunswick Electric Power Commission - $30

Ontario Hydro (Douglas Point) - $50

Uranium Refinery Waste Management facilities:

Eldorado Resources Ltd. (Port Granby) - $110

Eldorado Resources Ltd. (Welcome) » $55

There is a federal government undertaking to have radioactive contaminated

soil removed from the Port Hope, Ontario area. AECL has been designated the

agency responsible for this activity. AECB costs associated with this effort

will be approximately $200.

University Waste Management facilities:

University of Alberta - $32

University of Saskatchewan • $42

University of Toronto » $32

The AECB also licenses a Department of National Defence Facility at Suffield,

Alberta at a cost of $11.

5.3.7 Radioisotopes

The AECB costs for issuing radioisotope licences to facilities such as

hospitals, clinics and universities have been calculated on a per licence

basis. Since each facility may possess a number of licences from the AECB,

the cost to regulate any specific licensee must be calculated separately.

Also, there are initiatives being undertaken to issue consolidated licences to

these facilities. The cost for any particular licence may, consequently, have

to be recalculated.

AECB cost to regulate:

Universities (62) - $3.7/licence

Other educational facilities (170) - $0.3/licence
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Hospitals (380) • $1.2/licence

Clinics - profit (275) - $0.65/licence

Radiography (246) • $1.8/licence

Gauges (1400 - of which 900 are for profit, 500 non-profit) * $0.56/licence

AECL radioisotope production facilities: TRIUMF » $30

Kanata - $40

Oil Well Logging (95) - $1.5/licence

Static Eliminators (1500) - $0.225/licence

Suppliers - major (6) » $4.3/licence

minor (180) - $0.92/licence

General (950) - includes items such as analyzers, light sources, calibration

devices, irradiators - $1.0/licence

Operator Certification (400 exams) - $0.14/exam

Export Permits (200) - $.06/permit ( issued by External Affairs)

Device Approvals (50) » $0.625/approval

Laboratory Approvals (100) • $0.54/approval

Of the approximately 6000 licences issued, 1300 are issued to government-

operated facilities. The federal government accounts for approximately 75% of

this total.

5.3.8 Transportation

AECB cost to regulate:
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New Canadian Certificates (3) » $29/certificate

New Endorsements (9) • $14/certificate

Renewals and Amendments (36) * $3.2/certlficate

Special Arrangements (12) • $6.5/certificate

5.3.9 Safeguards

The Safeguards Support and Safeguards Operations expenditures have been

included in the total cost of issuing an operating licence to a facility.

Control of the export and import of nuclear items is carried out by issuing

Export Licences and Import Licences. Export Permits are issued by the

Department of External Affairs and licences are issued concurrently by the

AECB. The AECB cost for assessing the approximately 500 applications per year

is $.200 per application. Import Licences (200) are issued by the AECB at a

cost of $.200/licence.

5.3.10 Lapsed Funds

Estimates of AECB costs for regulating the nuclear industry were made assuming

that all approved funds will be expended. The AECB, over the past few years,

has lapsed a portion of its parliamentary appropriations. This makes it

difficult to accurately estimate the actual costs of future regulatory

activities, and may influence the amount of funds which could be recovered.

Lapsed Funds
Ending

1983 -
1984 -
1985 -
1986 -
1987 -

for Fiscal

$1
$1
$2
$3
$1

,169,
,567,
.900,
.581,
,038,

300
395
554
484
037

Table 3

Lapsed Funds

Year Lapsed
Total

Funds as a % of
Appropriations

6.
7.
11.
13.
4.

,3
.2
5
8
4
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5.3.11 Cost Distribution

The ratio of AECB's expenditures in relation to its licensees industry sector

classification is summarized in Table 4.

Table 4

AECB Costs vs. Licensee Category

Percent of
Licensee Categorization Total AECB Expenditures

Federal Crown Corporations 10

Federal Government Departments 2

Provincial Crown Corporations 50

Provincially Funded Licensees 5
(hospitals, universities, etc.)

Private Sector 30

Non-Recoverable Activities* 3
(AECB costs for international activities)

* No AECB licensees were identified as being direct or indirect recipients of
these activities.

The distribution by industry sector of the full AECB costs, including all

overhead and non-linked costs are summarized in Table 5.

Table 5

Distribution of AECB Costs by Industry Sector

Power Reactors

NPD Generating Station 406
Bruce Nuclear Power Development 3,706



3,706
1,022
1,022
2.770

$127632
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Pickering Generation Stations
Gentilly 2 Nuclear Generating Station
Point Lepreau Generating Station
Darlington Generating Station (under construction)

Research Reactors and Accelerators

Slowpoke Reactors (7)
Subcritical Reactors (2)
Pool Type Reactor
Accelerators (59)
AECL Research Facilities (2)

Uranium Mines

Ontario Mines (5)
Saskatchewan Mines (3)
Underground Exploration Permit (2)
Ore Removal Permit (5)

Fuel and Heavy Water Plants

Uranium Refinery
Uranium Conversion Facility
Fuel Fabrication Facilities (3)
Heavy Water Plant
Prescribed Substance Licence (40)

Waste Management

AECL Facilities (3)
Power Reactor Sites (5)
Uranium Refinery Sites (2)
University Sites (3)
Federal Government Site

$902

Radioisotopes

Universities (62) 229
Other Educational Facilities (170) 51
Hospitals (380) 456
Clinics (275) 179
Radiography (246) 443
Gauges (1400) 784
AECL Radioisotope Production Facilities (2) 70
Oil Well Logging (95) 143
Static Eliminators (1500) 338
Suppliers (186) 191
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General Users (950)
Operator Certification (400 exams)
Export Permits (200)
Device Approvals (50)
Laboratory Approvals (100)

Transportation

New Canadian Certificates (3) 87
New Endorsements (9) 126
Renewals and Amendments (36) 115
Special Arrangments (12) 78

$406

number in brackets indicates the number of licences being considered.

5.4 Cost of Non-linked Activities

The preceding sections of this study describe the methodology used to allocate

the AECB annual expenditures to AECB licensees. The costs of any actlvicies

which could not be directly or indirectly allocated to a licensing activity

were collected under the general overhead classification (Appendix 1).

An analysis of the AECB indirect expenditures and general overheads indicates

that there are a number of activities carried out by the AECB, which could be

judged to be not essential for the AECB to fulfill its mandate and thus not

appropriate for cost recovery.

Table 6 summarizes the AECB overhead activity costs. The overhead costs which

could be exempted from cosf-recovery calculations represent approximately 15%

of the total AECB expenditures.
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Table 6
Summary of AECB Overhead Activity Costs

General AECB Overheads

Indirect Power Reactor
Regulatory Costs

Uranium Mining Regulatory
Costs (Research Projects)

Fuel Cycle Regulation

Overhead Costs with
a Potential for
Exemption from
Cost Recovery

($000s)

1578

1040

1115

70

1

Overhead Costs Linked
to Licensing Actions

($000s)

8056

3581

195

0

Total Overhead
Costs
($000s)

96342

4621J

1310

70

_ See Appendix 2 for details
See Appendix 1 for details

J See Table 2 for details

5.5 Cost of Federal and Provincial Government Services

Through its cooperative, consultative approach to licensing, the AECB invites

all federal and provincial regulatory agencies whose areas of responsibility

could be impacted on by a nuclear facility, to participate in its regulatory

process. The federal government agencies which become involved, find the

AECB's licensing approach a convenient vehicle for carrying out some aspects

of their mandate, for addressing their interests and for ensuring that the

Government is applying a consistent set of rules to the nuclear industry. The

costs thus borne by the federal agencies are as a result of their activities,

carried out to fulfill their own mandate. They incur minimal incremental

expenses to comply with AECB requests. The provinces on the other hand, have

no regulatory mandate to control the operation of nuclear facilities. Their

participation in the AECB's regulatory process is voluntary and allows them

access to the workings of the nuclear industry and input into the regulatory

process to ensure that their concerns are considered.
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Although the environmental approval and monitoring activities conducted by the

provinces are generally done to satisfy their own concerns, the AECB and other

federal departments are indirect beneficiaries of these activities. If for

some reason, the provinces cease these activities, the federal agencies would

be required to establish or fund comparable programs. It is estimated that

the cost of these programs is $375,000 per year.

The regulation of pressure-retaining components at nuclear facilities is an

area in which the provincial agencies act with the AECB. However, since the

provincial agencies responsible for the regulation of pressure vessels operate

on a cost-recovery basis, all such costs are borne by AECB licensees.

In Ontario, the AECB pays the Ministry of Labour to enforce and administer the

occupational health and safety regulations in the uranium mining industry.

Discussions are underway which may result in a similar agreement with the

Province of Saskatchewan and its uranium mining industry.

In addition, the Board has appointed provincial representatives as AECB

inspectors, for emergency purposes only, in the provinces where no AECB

regional offices exist. It is estimated that AECB costs, to provide for its

own staff to respond to these needs, would be $40,000 per year.



CHAPTER 6
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6. FINANCIAL PROFILE OF LICENSEES

Price Waterhouse was contracted to carry out a study to estimate financial,

commercial and economic impacts of an AECB cost-recovery program on the

nuclear industry. This work would normally be done by contacting the industry

directly. However, the central agencies directed the AECB to use existing

public sources of information, rather than direct contact with the industry.

Consequently, Price Waterhouse prepared financial profiles of the industry,

for the most part, using data obtained from annual reports. Whenever data was

not available, financial profiles were constructed for hypothetical firms

based on accepted financial ratios and audit expertise. In most cases

information about the operating costs of organizations was obtained from the

public record. However, in some instances this was not possible, and the

financial impact of AECB licensing fees was estimated by comparison to the

finances of the whole organization. This is an inadequate process for large

institutions where nuclear activities are a minor part of their business.

Price Waterhouse prepared twenty-four financial profiles to represent

organizations and companies from each of the the nuclear industry sec'ors.

The sample includes all major licensees, organizations which tend to be

typical of their sector, and smaller organizations on which an AECB fee may

have a relatively large impact. Organizations in both the profit and

non-profit sectors are represented, including electric utilities, uranium

processing facilities, universities, hospitals and engineering firms.

6.1 Power Reactors

This sector includes the three electric utilities in Canada that are making

use of nuclear technology: Ontario Hydro, Hydro-Quebec and the New Brunswick

Electric Power Commission (NBEPC). The general outlook for the nuclear power-

reactor sector over the next five years is toward maintenance of the status

quo. Once Ontario Hydro's Darlington project is operational, estimated for

the early 1990s, there are no plans for further construction of reactors

except for a possibility that Point Lepreau 2 may be approved.



The consumption of electricity in the provinces serviced in part by nuclear

power is projected to increase at a rate of about three per cent per year over

the next five years.

Table 7 identifies the key financial statistics for the three major licensees

in this sector.

Table 7

Financial Statistics for the Nuclear Utility Sector

Ontario Hydro
(1985)

125

$4,625

$360
$90
$270

3,200,000

120
49

Quebec Hydro
(1985)

134

$4,492

$209
$7

$202

2,800,000

116
4

NBEPC
(1985/86)

17

$894

$24
$8
$16

300,000

11
6

Sales (109 kwh)

Revenues ($millions)

After-Tax Profit (Smillions)
Nuclear Component ($millions)
Non-Nuclear Component ($millions)

Number of customers

*
Power Generated
Total (10* kwh)
Nuclear (10* kwh)

Difference between energy sales and power generated is due to energy
purchases.

(Price Waterhouse Report)

The power-reactor sector is extremely capital-intensive, as evidenced by the

ratio of total fixed assets to total number of employees (approximately

$1.4 million per employee). The sector is heavily debt-financed, with bonds

guaranteed by the province. The debt to equity ratios for the operators are:

Ontario Hydro 0.5

Hydro-Quebec 3.3

NBPEC 6.9



Ontario Hydro's ratio is substantially lower largely due to equities

accumulated through debt-retirement appropriations. Hydro-Quebec has some

share capital.

6.2 Uranium Mines and Milling

This sector consists of the mining and milling operations in Ontario and

Saskatchewan. The Ontario mines are operated by Rio Algom and Denison Mines

Limited at Elliot Lake. The Saskatchewan mines are largely Joint ventures

with key players such as Eldorado, Amok, Uranerz, and the Saskatchewan Mining

Development Corporation (SMDC).

The short-term outlook for the uranium mines is promising, with world supply

equalling world demand in 1965. However, the large world stockpiles of

uranium could prevent demand from exceeding supply. In the next few years,

the demand for Canadian uranium will depend on two factors:

0 continued sales to the U.S. market, which receives approximately 50% of

Canadian uranium exports, but where there is growing support for

protectionism, and

0 continued growth of nuclear power in Canada and by its trading partners.

In the late 1980s and early 1990s, the long-term contracts of the Ontario

mines will expire. Currently, their operating costs for mining and milling

uranium are believed to be 1.7 times greater than spot market prices. Unless

uranium prices rise or the companies are able to secure favourable contracts,

the Ontario mines will have difficulty competing. Table 8 summarizes

financial information for the six major companies involved in uranium mining

and milling operations.
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Table 8

Financial Information for the Uranium Mining Sector

Values in ( ) indicate losses. All values are for 1985.

Denison
Eldorado
Rio Algom
Amok
Uranerz
SMDC

Revenue
$ millions

737
220

1,227
57
94
176

Net Income
$ millions

(158)
(57)
88
4
33
18

Pre-Tax Income
$ millions

(75)
(28)
136
6
45

Expenses
$ millions

812
248

1,091
52
49

(Price Waterhouse Report)

6.3 Uranium Refining and Conversion

This sector consists of Eldorado Resources Limited. It is the only Canadian

company licensed to refine and convert yellowcake into uranium dioxide (U02)

for CANDU-type reactors or to produce uranium hexafluoride (UF,) for foreign

utilities. The outlook for this sector is very dependent on the Canadian and

world growth of nuclear energy generation. The UCv market should experience

similar growth to the nuclear energy generation in Canada, estimated to

increase at 3.2 per cent per year between 1986 and 2000. The UF, market is

anticipated to grow between 5 and 10 per cent over the next few years.

Eldorado Resources Limited is the major operating subsidiary of Eldorado

Nuclear Limited which had sales of $220 million in 1985. Eldorado's refining

and conversion facilities, in Blind River and Port Hope, produced

approximately $70 million of this revenue. During this period, Eldorado's

earnings from all its operations amounted to $64 million; however, it reported

a loss, primarily because of financing costs, mineral royalties and market

conditions.

Eldorado is one of the most highly leveraged resource companies in Canada,

carrying 2.9 times more debt than shareholder equity in capital. The

company's five-year $500 million capital expansion program has been financed



without access to Dew cash equity. Net financing costs, charged against

income, were $73 million in 1985, one-third of Eldorado's revenues.

6.4 Research Reactors

This sector includes one Canadian manufacturer (AECL) and 12 licensees who use

research reactors. For this study, AECL, McMaster University and the

Saskatchewan Research Council were selected as being representative of the

sector. There is no indication that the Canadian research reactor market will

change over the next five years. The demand by universities and government

laboratories is also unlikely to change; however, AECL is developing units for

the overseas markets and a small reactor for use in remote communities.

Table 9 summarizes the financial parameters of interest for AECL for the year

ending March, 1986.

Table 9

Financial Information (1986) for AECL
($ millions)

Commercial R & D Total

Revenue 260 202 462
Expenses 233 212 445
Net Income 27 (10) 17

(Price Waterhouse Report)

of this total, approximately $177 million were Parliamentary Appropriations.

Table 10 summarizes the financial parameters for the Saskatchewan Research

Council and McMaster Univeristy.
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Saskatchewan
Research
Council

McMaster
University

Table 10

Financial Information for McMaster University and
the Saskatchewan Research Council

Total Revenue
($millions)

10.9

190

Provincial Government
Grants ($millions)

4.4

87

Federal Government
Grants ($millions)

25

(Price Waterhouse Report)

6.5 Accelerators

This sector includes non-profit, educational, government and commercial

organizations. They possess approximately sixty AECB accelerator licences.

For this study, the University of Toronto, McMaster University, the Ontario

Cancer Treatment and Research Foundation, and the TRIUMF facility in British

Columbia were selected as being representative of this sector. There is no

indication that the Canadian accelerator market will change over the next five

years. AECL has stopped production of medical accelerators but is preparing

to enter the industrial accelerator market. In fact, the production and

direct use of accelerators generate little revenue. A few private companies

use accelerators for oil well logging, and approximately 25 per cent of

TRIUMF1s operations deal with the commercial production of radioisotopes. The

majority of hospitals and clinics use accelerators for cancer treatments;

universities use them for research and teaching.

Table 11 summarizes the financial parameters for the organizations selected to

represent this sector.
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Table 11

Financial Information on the Accelerator Industry Sector

Total Revenue Provincial Government Federal Government
(Smillions) Grants ($millions) Grants ($milllons)

University 551 303 65
of Toronto

McMaster 190 87 25
University

Ontario Cancer 50 28 15
Treatment and
Research
foundation

TRIUMF 33 0.6 31*

(Price Waterhouse Report)

Public funds were made available through the National Research Council
($26.7 million), Natural Sciences and Engineering Research Council
($3.3 million), and AECL ($1.1 million).

6.6 Fuel Fabrication

Over the next five years the Canadian fuel fabrication market will depend

largely on existing CANDU reactors. Canadian nuclear generation is forecast

to increase at an average annual rate of 3.2 per cent per year between 1986

and 2000. This sector has only two licensees: Westinghouse Canada Ltd. and

Canadian General Electric (CGE) both large multinational companies. The

Canadian nuclear fuel fabrication operations of both these organizations are

included within large corporate divisions, and their financial status is not

identified separately. The CGE development and manufacturing activities for

nuclear fuels and fuel handling systems for the CANDU nuclear reactors are

included within the Electrical Apparatus and Components Division. This

Division had net income in 1985 of $11.7 million. The Westinghouse nuclear

operations are included in the Electrical Products Division which had 1985

revenues of $295 million.



- 50 -

6.7 Prescribed Substances

This sector includes approximately 40 prescribed substance licensees. It is

unlikely that there will be any significant change to the make-up or size of

this sector over the next five years.

In the Price Waterhouse study, the Saskatchewan Research Council (SRC),

Canadian General Electric and a machine shop company were selected as being

representative of the sector. Financial information for the SRC and for CGE

is presented in previous sections. To represent the small company for which

nuclear related functions typically account for less than 10 per cent of its

total operation, financial information for a hypothetical machine shop was

developed. The company is assumed to employ less than 20 workers and has

approximately $300,000 in assets. Such an operation would have revenues of

approximately $1.2 million per year and a net income of $110,000.

6.8 Radioisotopes

This sector includes approximately 5000 licensees which typically use or

supply radioisotopes for commercial settings, hospitals, universities or

government operations. The outlook for radioisotopes over the next five years

is generally favourable. In the medical field, radiopharmaceuticals are

expected to continue to increase in usage at 2 to 5 per cent annually. By

1990, sterilization of disposable medical products using gamma radiation is

expected to increase by 80 per cent. Commercial radioisotope usage is

expected to increase as new applications are researched and developed.

The majority of the users of radioisotopes for medical use are hospitals and

clinics, both non-profit organizations. Their revenues are obtained from the

provincial government or from donations and grants. Canadian hospitals vary

considerably in size, from less than a hundred beds to over a thousand. The

majority of hospitals with radioisotope licences are the larger institutions.

The Ottawa Civic Hospital is a typical example of such a hospital. Its

operating expenses for 1986 were approximately $145 million.
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Radioisotopes are widely used in universities and other educational facilities

for teaching and research. These are generally publicly funded, non-profit

organizations. Lakehead University is a typical example of such an

organization. Its operating expenses in 1986 were approximately $37 million.

In the Price Waterhouse study, the commercial use of radiosotopes is grouped

into two categories: companies for which radioisotopes are a major part of

their business, and companies for which the use is incidental to their

business. The former are primarily radiographers, and the companies selected

to represent the sector are: an inspection services company, a manufacturer

of radiographic cameras, and a manufacturer of fixed gauges. Many of the

latter category use portable gauges, and the companies selected to represent

them are: an engineering consulting firm, a forest products company, and an

automobile paint shop.

Due to the lack of publicly available financial information, Price Waterhouse

prepared a number of financial profiles for hypothetical organizations, using

recognized financial parameters and ratios which reflect a viable business

operation.

The hypothetical inspection services company is assumed to be engaged in

carrying out the non-destructive testing of materials and structures. It

employs four employees and has approximately $92,000 in assets. Revenues of

$120,000 generate a pre-tax income of $15,000.

The hypothetical manufacturer of radiographic cameras is assumed to not only

be engaged in the manufacture of radiographic cameras, but it also supplies

parts, and provides repair services and radioisotope sources to radiographers.

It employs three workers and has approximately $55,000 in assets. Revenues of

$150,000 generate a pre-tax income of $40,000.

The hypothetical engineering company is assumed to be engaged in the

manufacture of fixed gauges. All gauges manufactured use radioisotope sources

as detectors, but this is a very small part of the manufacturing process in

terms of resource requirements. The company employs 30 workers and has assets

of approximately $4.2 million. Revenues of $7.5 million generate a pre-tax

income of $450,000.
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The hypothetical engineering consulting firm is assumed to be engaged in the

business of providing a wide variety of engineering services. It uses

portable gauges, as required in providing a subset of its services. The

company employs 150 workers and has assets of $4.8 million. Revenues of

$9 million generate a pre-tax income of $450,000.

The company selected to represent large industry, for which radioisotopes

(fixed gauges) are used as an incidental part of its operations (for process

and quality control), is Canadian Forest Products Limited. This company is

engaged in the business of producing a wide variety of forest products,

including lumber, and pulp and paper products. The company has 6300 employees

and assets of approximately $900 million. Revenues are approximately

$1.1 billion.

The company selected to represent small business for which radioisotopes

(static eliminators) are used as an incidental part of its operation, is a

hypothetical auto body and paint shop. Static elimination, if used properly,

assists in the quality of paint finishes, but is not necessary to meet this

end. The company is assumed to have three employees and assets of $450,000.

Revenues of $225,000 produce a pre-tax income of $50,000.



CHAPTER 7
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7. IMPACT ASSESSMENT

7.1 Economic Impact on the Nuclear Industry

In this section, the potential financial impacts identified in the study on

the nuclear industry of AECB licensing fees are summarized. The impacts (e.g.

financial, employment, regional, etc.) are synthesized for the industry as a

whole, and are also presented by industry sector.

Exhibit 2 Summary of Impacts presents, in matrix form, an indication of the

expected degree of impact by type and by industry sector of cost recovery. In

general, the expected financial, commercial and economic impacts are believed

to be minimal in most cases even at a 100 per cent cost-recovery rate. This

conclusion was based on Price Waterhouse's general principle which assumes

that if fees are less than 3 per cent of net income, the impact is

insignificant. From 3 to 10 per cent is considered moderate, and any fee over

10 per cent of net income would have a significant impact on the licensee.

Other factors were also taken into consideration such as the ability of the

licensee to pass on the costs to its customers.

The only group identified in the study for which a significant impact is

expected is the commercial radioisotope users. These are essentially small

radiography firms who use radioisotopes as a major part of their business.

The expected fees from this group represent only 2 per cent of tho total AECB

costs, and as such Price Waterhouse recommended that they be charged a nominal

licensing fee which is significantly less than the full AECB costs.

Exhibit 2 summarizes the commercial and economic impacts of cost recovery for

each sector of the nuclear industry. The analysis of such broad impacts

cannot be done properly without consulting the industry. Unlike financial

impacts, it is not possible to give the magnitude or per centage change of

these impacts as licensing costs change. As a result, the rating scale used

in Exhibit 2 was based on subjective criteria using the following guidelines:

° 1 indicates a potentially serious impact if 100 per cent cost recovery is

introduced;



° 2 indicates a moderate impact if 100 per cent cost recovery is introduced,

that is particular commercial/economic indicators will be affected but not to

a serious degree; and

° 3 indicates an insignificant impact if 100 per cent cost recovery is

introduced, that is there would be minor repercussions or none at all.

In the following section, the industry sector impacts are described by impact

group:

0 Secondary Impacts. The only group identified in the study for which a

significant secondary impact is expected is the commercial radioisotope users.

The use of radioisotopes form a major part of their business. Radiography

camera users and manufacturers rely on one another and if one group

discontinues or decreases its use, the other would be correspondingly

affected. In conjunction with the financial impact, it is recommended that

the radiographers and camera manufactures be charged only a nominal licensing

fee.

° Impact on Various Categories of Organizations. If 100 per cent cost

recovery is introduced, the small proprietorships that use radioisotopes for a

major part of their business would experience a significant impact. As

previously indicated, it is recommended that a nominal licensing fee be

charged by the AECB.

6 Customer Impacts. There are not expected to be any significant impacts on

end-users. The uranium mine and milling, uranium refining and conversion, and

fuel fabrication operators, could pass along to the electric utilities some of

their AECB fees. It is difficult to estimate the portion of fees that would

be passed on, since the bulk of Canadian uranium is exported and the price

increases, if any, would not have to be consistent between domestic and

foreign consumption. In addition, the ability of uranium mines to pass on

increased costs, may be limited by the terms of long-term contracts. If all

licensing costs from mines and milling, refining and conversion, and fuel

fabrication, were to be passed to the utilities, they would amount to

$5.6 million, or approximately 22 per cent of the of the $25 million AECB



SUHHART OF IMPACTS
Exhibit Z

SECTORS
IMPACTS

FINANCIAL
IMPACTS

SECONDARY
IMPACTS

IMPACTS ON
CATEGORIES
OF PLAYERS

CUSTOMER/
MARKET
IMPACTS

EMPLOYMENT
IMPACTS

REGIONAL
IMPACTS

TRADE
IMPLICATIONS

POWER
REACTORS

3

2

2

3

3

2

3

URANIUM
MINES AND
MILLING

2

3

2

2

3

3

3

URANIUM
REFINING
AND
CONVERSION

2

3

3

2

3

3

3

RESEARCH
REACTORS

2

3

2

3

3

3

3

ACCELERATORS

3

2

3

3

3

3

3

FUEL
FABRICATE
FACILITIES

3

3

3

3

3

3

3

PRESCRIBED
SUBSTANCES

2

3

2

3

3

3

3

RADIOISOTOPES
MEU1CAI

3

3

3

3

3

3

3

EUUCAT1ONA1

3

3

3

3

3

3

3

COWERCIAI
MINOR

1

1

1

2

2

2

3

MAJOR

3

3

3

3

3

3

3

KEY: 1 - Significant Impact
2 - Moderate Impact
3 - Not Significant Impact Price Waterhouse Study
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budget. However, if the utilities were charged an amount, in the sane

proportion as the total uranium (mined, refined and produced into fuel

bundles) remaining in Canada, AECB fees passed on to them would amount to only

$1 million.

° Employment Impacts. Direct employment in the nuclear industry in 1984

totalled 30,750. The breakdown of employees by area is listed below:

Uranium (1)
Utilities (2)
Manufacturing
AECL (2)
Consultants
Other (3)

Table 12

Employment Distribution

1982

6,600
15,500
4,100
7,200

100
200

1984

7,000
14,500
3,000
6,000

100
150

33,000 30.750

(Price Waterhouse Report)

(1) Includes exploration, mining, milling, refining and fuel fabrication.
(2) Includes heavy water production.
(3) Includes other R&D and miscellaneous.

There are not expected to be any significant impacts on employment.

c Regional Impacts. There are not expected to be any significant impacts on

customers.

° National/International Trade Implications. There are not expected to be

any significant impacts.

7.1.1 Economic Impact by Nuclear Industry Sector

i) Power Reactors

The financial impact of full AECB cost recovery on Ontario Hydro, NBEPC and

Hydro-Quebec is presented.
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Table 13

100% AECB
($000s)

Fees as a
net Income
(from all

Licensing

costs

X of

sources)

Fee Financial Impact

Ontario Hydro

$10,497

2.8%

on Electric Utilities

NBPEC

$1,060

4.3%

(Price

Hydro-Quebec

$1,089

0.5%

Waterhouse Report)

The financial impact of AECB fees at 100 per cent cost recovery is expressed

as a per centage of net income, rather than expenses, in order to assess the

impact from a worst case scenario.

° the financial impact in absolute dollar terms is significant, but

represents 0.2 per cent or less of expenses, in all three cases;

0 fees represent between 11 and 15 per cent of estimated nuclear net income,

but less than 1 per cent of estimated expenses related to nuclear operations;

0 utilities are able to pass costs on to customers. The maximum increase is

$0.00008 per kwh, which is a 0.2 per cent increase over the current revenues

per kwh;

° costs passed on from the mining, refining and fuel fabrication operators

would also increase the utilities' costs.

Commercial and Economic Impact

0 Secondary Impact

- although the financial impact on the electric utilities is not large,

the charging of fees may be construed by manufacturers supplying hardware

to the nuclear power industry, as a further indication of
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movement by government away from nuclear technology. Suppliers may

change their product lines to support other sectors outside nuclear.

Customer Impact

- price increase per kwh would be across the board (regardless of

whether power was nuclear generated or otherwise);

- the price increase would be minimal with little financial impact on

customers.

Employment Impact

- no effect.

Regional Impact

- affects Ontario, Quebec and New Brunswick, where nuclear power is

generated.

Trade Implications

- no effect, since inter-company purchases of electricity are struck as

separate contracts, and pricing may fluctuate depending on circumstances.

- the NBEPC Lepreau contract with the American utilities would allow

NBEPC to pass costs on to American electricity users.

Conclusions

On a financial, commercial, and economic basis, it would be possible to:

0 charge 100 per cent of costs to all three licensees,
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ii) Uranium Mines and Milling

The financial impact of full AECB cost recovery on Rio Algom Limited, Amok and

Uranerz is presented.

Table 14

Licensing Fee Financial Impact on Uranium Mining Operations

Rio Algom Amok

100% AECB costs 1,527 343*
(SOOOs)

Fees as a % of
pre-tax income 1.7? 5.9% 0.3%

(based on nuclear operations) (Price Waterhouse Report)

The amount represents only this company's portion of the AECB's full
licensing costs. As these mining operations are carried out through
partnerships and other joint ventures, the other business entities will be
responsible for their share of the licensing costs.

The financial impact of AECB fees at 100 per cent cost recovery are expressed

in terms of pre-tax income, rather than expenses, in order to assess the

impact from a worst-case scenario.

Ontario Mines

c financial impact in absolute dollar terms is high, but represents only

0.1 per cent of total expenses for Rio Algom (0.5% of its nuclear expenses);

° in the short-term, the mines should be able to pass cost increases on to

the electrical utilities. Rio Algom is currently protected (and will be into

the 1990s) by long-term contracts. However, while the spot market price for

uranium was $17 (US) per pound in 1986, Rio Algom's costs were $44.94 (Cdn)

per pound. Unless the price of uranium rises, Rio Algom will have difficulty

competing at the turn of the century, regardless of AECB fees.
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Saskatchewan Mines

0 financial Impact In absolute terms and as a per cent of expenses Is not

significant (0.7X1 and 0.2% of expenses for Amok and Uranerz respectively);

° Uranerz, with its share of the output of Key Lake Mining, would be able to

pass the costs on to its customers. The AECB fee, at 100 per cent cost

recovery, would increase the price of uranium per pound by 0.5% (from $15.59

to $15.64). Amok, however, would have more difficulty: the AECB fee at even

a 25 per cent cost recovery rate, represents 1.5 per cent of pre-tax income.

However, Amok's price of uranium, without any AECB fee is, $35.10 per pound,

considerably higher than the spot market price. The fee would increase the

cost of Amok's uranium to approximately $35.25.

Commercial and Economic Impact

0 Secondary Impact

- any effect on the Ontario mines is unlikely to affect suppliers of the

mining industry as they supply other industries, as well as the

Saskatchewan uranium mines.

0 Impact on Categories of Players

- will affect the Ontario mines the most in the long term (after the

1990s), since they have the highest cost per pound for uranium;

- in the short term, the effect will be felt by the smaller Saskatchewan

mines (i.e. Cluff Lake Mining).

° Customer Impact

- in the shore term, because of the wording of their contracts, only the

Ontario mines should be able to pass directly some of the licensing costs

on to the utilities. Saskatchewan mines (Key Lake Mining and Cigar Lake,

particularly) will have to absorb the additional costs due to the
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competitive market environment. In the long term, for Denison Mines and

Rio Algom, AECB fees will add to an already difficult situation.

0 Employment Impact

- if the price of uranium does not increase, and Rio Algom and Denison

are not able to secure contracts as favourable as they have now,

employment at Elliot Lake, a one-industry town, would be severely

affected. The AECB fee, however, will not be the deciding factor in

plant closures.

° Regional Impact

- could affect Ontario, and, to a lesser extent, a few Saskatchewan

mines.

0 Trade Implications

- minimal effect on overall trade situations, but could have a bearing

on the free trade discussions.

Conclusion

In financial, commercial, and economic terms, the AECB could charge

100 per cent of its costs to all participants in the uranium mining and

milling sector.

iii) Uranium Refining and Conversion

The financial impact on the total operations of Eldorado Nuclear Limited (1986

financial position) of a 100 per cent AECB cost-recovery rate is presented.
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Table 15

100%

$1,

AECB Cost

330,000

Licensing Fee Financial

% of Pretax Income
(loss)

(A.6%)

Impact on ENL

% of Net Income
(loss)

(2.2%)

(Price Waterhouse

% of
Expenses

0.5%

Report)

0 as a per centage of pre-tax income, the fee is quite high representing

4.6 per cent of a pre-tax loss at 100 per cent cost recovery;

° the financial impact in terms of expenses is quite low - 100 per cent cost

recovery representing 0.5 per cent of expenses;

0 Eldorado's uranium refining and conversion operations are believed to be

quite profitable - $70.3 million, 32% of total revenues. Eldorado's negative

pre-tax income is largely attributed to high financing costs.

Commercial and Secondary Impact

° Secondary Impact

- None.

0 Impact on Categories of Players

Eldorado is the only player.

° Customer Impact

- AECB fees could result in price increases for refining and conversion

of uranium destined for Canadian utilities.
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- uranium going to foreign markets could not increase very much in price

or it would not be competitive. It is expected that the licensing fee

would not represent much of an increase to the price of uranium

($.05 per pound).

° Employment Impact

- it likely would be minimal.

° Regional Impact

- none; Eldorado's refining and conversion operations are only in

Ontario.

0 Trade Implications

- since purchases are struck as separate contracts, pricing may

fluctuate, depending on circumstances (i.e. Eldorado could decide to pass

a high per centage of the increase on to Canadian utilities and not to UF,
o

contracts or vice versa);

- the federal government requirement that Canadian uranium be processed

to the maximum extent possible prior to export, assures Eldorado of

business for any uranium sold abroad. However, any price increases for

refining and conversion, could decrease the competitiveness of Canadian

uranium.

Conclusions

Based on the financial, commercial and economic analysis, if cost recovery is

implemented it is recommended that the AECB limit its charges to Eldorado

Nuclear Limited to 75 per cent of full costs, in order that the fee represent

only 3.5 per cent of pre-tax income and 0.4 per cent of expenses.

iv) Research Reactors

The financial impact on AECL, McMaster University and the Saskatchewan

Research Council of a 100 per cent AECB cost-recovery rate is presented.
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Table 16

Licensing Fee Financial Impact on Research Reactor Operators

100% AECB Cost

As a % of expenses

AECL

5697,000

0.2%

McMaster

$172

0.

University

.000**

09%

(Price

Saskatchewan
Research Council

$30,800

0.3%

Waterhouse Report)

expenses are used rather than pre-tax revenue since McMaster University and
the SRC are non-profit organizations.

**
the McMaster University AECB costs are for the regulation of both the

research reactor and the accelerator

0 while the financial impact is large in absolute terns for AECL and McMaster

University, it represents 0.3 per cent or less of expenses in all three cases;

0 AECL, and to a lesser extent the SRC and McMaster University, could pass

licensing costs on to their customers. However, other licensees in this

sector for the most part, could not, as they are non-profit organizations

involved in research;

° at McMaster University, the AECB fee is equivalent to the tuition of 136

full-time undergraduate students or 123 full-time graduate students. The fee

is a large part of the reactor budget and would probably result in a shutdown

of the reactor.

Commercial and Economic Impact

° Secondary Impact

- if universities discontinued the use of research reactors, the impact

on research and development in Canada would be significant. It appears

unlikely that use will be discontinued because of the fee, except for
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McMaster. Even reactors which are only used a few times a year for

teaching are viewed as valuable additions to engineering classes.

Impact en Categories of Licensees

- the licensees in this sector consist of a federal Crown corporation, a

provincially funded organization and a university. The AECL, SRC and

McMaster University might be able to recover some of the licensing fee by

increasing the costs they charge users. Other universities, using their

reactors for teaching or research, may not be able to recover all

licensing costs and would only be able to pay the fee by receiving more

appropriations or (more likely) by cutting other costs.

Customer Impact

- some players, particularly AECL and the SRC, do outside work. They

could pass some of the fee along to their customers. In 1983-1985, the

SRC carried out 15,000 sample analyses in the reactor. The AECB fee, at

100% cost recovery, would increase each sample cost by $2.10. (Present

costs vary from $50 to $250 per sample.)

Employment Impact

- the AECB cost for McMaster University represents the salary of 4.3

full-time researchers (assuming a $40,000 salary per researcher). This

is one area where reactor operations might cease.

Regional Impact

- there is unlikely to be any regional impact.

Trade Implications

- there are unlikely to be an., trade implications.
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Conclusions

In terms of the financial, commercial and economic impacts, the AECB could

charge 100 per cent cost recovery to most players in the research reactor

sector. Further financial information would be needed from McMaster

University to evaluate the impact of AECB licensing charges before an

appropriate fee could be established.

v) Accelerators

The financial impact of a 100 per cent AECB cost-recovery rate on McMaster

University, the University of Toronto, the Ontario Cancer Treatment and

Research Foundation and TRIUMF, is presented.

Table 17

100% AECB
cost

As a % ofA
expenses

Licensing

Me Master
University

$172,000**

0.09%

Fee Financial Impact

University of
Toronto

$56,100

0.01%

on Accelerator Operators

Ontario Cancer
Treatment and Research

Foundation

$32,700

0.07%

(Price Waterhouse

TRIUMF

$73,400

0.22%

Report)

expenses are used rather than pre-tax revenue since some users are non-profit
educational organizations

covers both the research reactor and the accelerator

° financial impact for McMaster University is large in absolute terms but

represents 0.22 per cent or less of expenses in all four cases;

° McMaster University and TRIUMF, to some extent, may be able to pass their

costs on to their customers, however, many of the primarily research/education

users would not be able to;
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° as mentioned previously, the AECB cost for McMaster is equivalent to the

tuition of 136 full-time undergraduate students. At the University of Toronto,

the AECB cost is equivalent to tuition for 44 full-time undergraduate students;

0 it is believed that approximately 10 per cent of accelerator licensees would

not renew their licence if asked to pay licensing fees and that 25 per cent of

the licensees from universities would not renew their licence. This would be

mostly in areas where the accelerator is seldom used, or used for increasingly

less important research.

Commercial and Economic Impact

0 Secondary Impact

- accelerators and complementary equipment are primarily of foreign

manufacture;

- the likelihood of accelerator licences not being renewed is greatest in

the university sector, and in areas where the research is less important;

- TRIUMF has been threatened with a $2 million reduction in funding from

NSERC for the second consecutive year. The licensee reported that this

would result in the shutdown of the Cyclotron for two months and, as a

result, some cancer patients would have to do without pion therapy. The

AECB fee would be equivalent to a shutdown of about two days.

° Impact on Categories of Players

- as stated previously, user fees would probably cause some universities

to discontinue accelerator-related work. However, this would mostly occur

in areas where the research tends to be obsolete.

° Customer Impact

- some players, particularly TRIUMF and McMaster University, do outside

work. They could pass some of the AECB fee to their customers. Cancer
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foundations and universities could only pay the fee by receiving more

appropriations or decreasing costs in other areas.

° Employment Impact

- a decrease in the number of accelerator licences is unlikely to

severely affect employment. Researchers are likely to be kept on for

other research projects.

° Regional Impacts

- there would be discontinued use across all regions. No one region

would be affected more than another,

° Trade Implications

- no direct national or international trade implications.

Conclusions

Based on the financial, commercial and economic analysis, the AECB could charge

100 per cent of costs to all accelerator licensees.

vi) Fuel Fabrication

The financial impact of charging Canadian General Electric and Westinghouse

Canada Limited the full AECB licensing costs, $110,000 and $72,000

respectively, is negligible.

The financial impact of cost recovery are listed below:

0 AECB licensing fees at 100 per cent cost recovery represent 0.1 per cent of

CGE's pre-tax income and 0.2 per cent of its net income;

c 100 per cent cost recovery represents 0.008 per cent of CGE's expenses;
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° CGE would be able to pass the additional costs on to its customers -

Canadian utilities.

Commercial and Economic Impact

0 Secondary Impact

- it is believed that the nuclear operation of CGE is profitable, while

Westinghouse's nuclear fuel operation is breaking even. A reduction in

Ontario Hydro contracts or a significant Increase in costs may

cause Westinghouse to abandon or decrease its nuclear operation. The AECB

fee alone would not cause such a decision. Moreover, there is an opinion

that it would be to Ontario Hydro's advantage to keep two suppliers.

0 Impacts on Categories of Players

- CGE and Westinghouse, with similar capacity for producing fuel bundles

are both Canadian subsidiaries of multinationals. The major distinction

between the two is the number of contracts CGE currently has.

0 Customer Impact

- price increases would depend on the individual contracts signed between

the utilities and CGE or t'estinghouse, but would not be significant;

° Employment Impact

- no impact

° Regional Impact

- none; CGE's and Westinghouse*s operations are in Ontario.

° Trade Implications

- no impact.
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Conclusions

In terms of financial, commercial and economic impacts, the AECB could charge

100 per cent of its costs to CGE and Westinghouse. However, further financial

information would be needed from these companies to determine the impact on

their nuclear operations.

vi) Prescribed Substances

The financial impact of a 100 per cent AECB cost-recovery rate on the

Saskatchewan Research Council, Canadian General Electric and a hypothetical

machine shop operation is presented.

Table 18

1002

As a

Licensing Fee

AECB

X

As a %
income

of

of

cost

expenses

pre-tax

Financial Impact on

Saskatchewan Research
Council

$30,800

0.32

*

Prescribed Substance

Canadian General
Electric

$110,000

0.008%

0.1%

Licensees

Machine
Shop

$4,400

0.4%

3.1%

(Price Waterhouse Report)

* not applicable since the SRC is a government organization.

° AECB costs represent 0.4 per cent or less of expenses in all three cases;

0 companies would be able to pass costs on to customers.

Commercial and Economic Impact

° Secondary Impact

- some licensees obtain a prescribed substance licence when they do not

currently require one, but anticipate they may obtain work related to the

licence. It is estimated that half of the licences would not be obtained

if the AECB charged user fees.
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* Impact on Categories of Players

- may tend to rationalize operations. There may be fewer players

(eliminating those that did little or no nuclear-related work), resulting

in an corresponding increase in the nuclear operations of the remaining

players.

0 Customer Impact

- price increase vould be minimal; little Impact on customers

financially;

0 Employment Impact

- unlikely to affect employment.

0 Regional Impact

- approximately 50 per cent of the companies possessing prescribed

substance licences are in Ontario. Half of these will probably cease

handling prescribed substances.

° Trade Implications

- no direct national or international trade implications.

Conclusions

In terms of financial, commercial and economic impacts, the AECB could charge

100 per cent of its costs to all prescribed substance licensees (probably

SO per cent will subsequently discontinue use of the licence, since they are

not doing work that currently requires it).

vii) Radioisotopes

a) Medical Applications
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The financial impact on the Ottawa Civic Hospital and a medical products

sterilization firm of a 100 per cent AECB cost-recovery rate is presented:

Table 19

Licensing Fee

100% AECB cost

As a % of expenses

Financial Impact

Ottawa Civic
Hospital

S3,400

0.002%

on Medical Users of Radioisotopes

Medical Products
Sterilisation Firm

$1,000

0.05%

(Price Waterhouse Report)

expenses are used rather than pre-tax revenue since the Ottawa Civic Hospital
is a non-profit organization.

° AECB's fees at 100 per cent cost recovery are small in absolute dollar terms

($3,400 for the Ottawa Civic and $1,000 for the sterilizing firm);

° the AECB cost represents 0.05 per cent or less of expenses in both cases;

° the AECB cost represents 0.5 per cent of pre-tax income for the sterilizing

firm;

° the AECB fee at 100 per cent cost recovery increases the cost of each

nuclear medicine examination by $0.22 at the Ottawa Civic;

0 the AECB fee (at 100 per cent cost recovery) is equivalent to 8.1 patient

days or 2% of one bed.

Commercial and Economic Impact

In relation to the importance of the use of radioisotopes in the medical field,

the AECB fee is very small. It is unlikely to have any impact in any of the

areas reviewed.
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Conclusion

Based on a financial, commercial and economic basis, the AECB could charge

100 per cent of its costs to all users of radioisotopes for medical purposes.

b) Educational Institutions

The financial impact of AECB licensing fees on universities (AECB full costs

for Lakehead University are $2560) is negligible. The fee represents

0.007 per cent of total expenses and is equivalent to the tuition from two

undergraduate students.

Commercial and Economic Impact

The importance of radioisotopes for research and teaching in universities and

the relatively small AECB fee will likely offset any commercial or economical

impact.

Conclusion

Based on the financial, commercial and economic analysis, the AECB could charge

100 per cent of its costs to all universities.

c) Radioisotopes for Commercial Use

The licensees in this sector are grouped into two categories: companies who

use radioisotopes as a major part of the business, and companies for which the

use of radioisotopes is incidental to their business. The financial impact of

various levels of cost recovery on selected commercial radioisotope users is

presented as a per cent of pre-tax income.
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Table 20

Licensing Fee Financial Impact on Commercial Users of Radloisotopes

MAJOR PART OF BUSINESS

100% AECB cost
As a %*of Net
Income

75% AECB cost
As a 7. gf Net
Income

50% AECB cost
As a Z gf Net
Income

25% AECB cost*
As a % of Net
Income

RADIOG.
USER

$5,600

37.3%

$4,200

28.0%

$2,800

18.7%

$1,400

9.3%

RADIOG.
MANUF.

$5,100

12.8%

$3,825

9.6%

$2,550

6.4%

$1,275

3.2%

GAUGE.
MANUF.
(3)

$920

0.2%

$690

0.2%

$460

0.1%

$230

0.1%

(1) Inspection Services Company
(2) Manufacturer of Radiography Cameras
(3) Fixed Gauge Manufacturer
(4) Engineering Consulting Firm
(5) Forest Products Company
(6) Auto Body and Paint Shop

INCIDENTAL TO BUSINESS

PORTABLE FIXED STATIC
GAUGE GAUGE ELIM.

$2,360 $2,120 $225

0.5% 0.0% 0.5%

$1,770 $1,590 $169

0.4% 0.0% 0.4%

$1,180 $1,060 $113

0.3% 0.02 0.3%

$590 $530 $56

0.1% 0.0% 0.1%

(Price Waterhouse Report)

Pre-tax

Major Part of Business

° There is a significant financial impact on small radiography companies.

Even at a 25 per cent cost-recovery rate, the fee is large compared to their

estimated net income;

° The radiography business is very competitive. There is little or no chance

to pass costs on to customers;
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0 Little financial impact on fixed gauge manufacturer (larger operation, lower

fee).

Incidental to Business

0 For these companies, there is little financial impact (even for companies

losing money, fee is an insignificant part of their total expenses);

0 Companies using gauges and doing oil well logging are usually larger than

radiography companies, and the AECB fees are small;

" Users of static eliminators are generally small firms, but the fee is also

small.

Commercial and Economic Impact

° Secondary Impact

- radiography camera users and manufacturers rely on one another; if one

group opts out of the business, the other could be adversely impacted;

- users of static eliminators faced with fees equivalent to 100 per cent

of full AECB costs would likely choose to discontinue their use of

radioisotopes. 3M Canada Limited could lose $250,000 worth of sales per

year.

° Impact on Categories of Players

- full-cost fees hit the small proprietorships the hardest, particularly

those in the radiography business;

- there is little impact on large companies.

° Customer Impact

- no price increases would likely occur; small business cannot afford

them, large business will not need them;
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- oil and gas companies would have to do their own pipeline weld testing

if radiographers opt out of the business; however, they would require AECB

licences to do so.

- there would be little impact on auto body shop customers, in terms of

quality of product.

0 Employment Impact

- fee to radiographers equates to 15 per cent of one employee's salary.

° Regional Impact

- the main impact would be on the western region, particularly Alberta,

where a large amount of radiography is performed.

° Trade Implications

- there are no direct national or international trade implications.

Conclusions

Based on the financial, commercial, and economic analyses the AECB could:

° charge gauge manufacturers, users and oil-well loggers 100 per cent of costs;

° charge static eliminator users 100 per cent of costs (even though most users

will discontinue use);

° charge radiography companies and manufacturers a nominal fee (e.g.,

10 per cent of full costs).

7.2 Social and Political Implications

The Canadian nuclear industry is approximately 70 per cent operated and funded

by the federal and provincial governments and 30 per cent owned and operated by
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the private sector. The concerns and impacts of cost recovery on these two

sectors will vary greatly and are addressed separately.

7.2.1 Industry Reaction

The federal government's aim is to recover the cost of its services from the

users and others who specifically benefit from its services.The AECB

cost-recovery program is being developed on the basis that the service the AECB

provides is the granting of rights or privileges to the nuclear industry; the

beneficiary. It is probable that the industry will challenge the cost-recovery

initiative by claiming that the real beneficiary of the Board's activities is

not the nuclear industry, but the workers and the general public. In addition,

the nuclear industry may attempt to have the proportion of allocated costs, and

thus the amount of the fees lowered.

If the decision to proceed with cost recovery is made without prior

consultation with the industry, and is based solely on the presupposed

financial impacts presented by Price Waterhouse in its report, industry will

surely challenge the assessment of the financial impacts. The industry will

likely argue that since only publicly available data has been used, it was not

possible to show the proposed AECB fees as a function of nuclear-related

operating costs, which is the only fair way of evaluating the impact of

charging licensing fees.

The nuclear industry maintains that the AECB imposes requirements on the

industry above those that are required, in response to the public's concerns

with safety. If, in addition, the industry was obliged to pay fees for

licences, it would see this as a second cost for a "service" it believes it

does not need. While the industry accepts the government's right to impose

health and safety requirements, the industry would contend that the cost of the

regulatory body should be borne by the taxpayer.

The government may argue that, at the present time, the citizens of certain

provinces are subsidizing the nuclear industry, located principally in Ontario,

Quebec, New Brunswick and Saskatchewan, by contributing to the cost of the

nuclear regulatory process without deriving any commensurate benefit. These
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inequities could be corrected by applying the user-pay principle. An analysis

of the nuclear industry employment figures reveals that approximately 30,000

workers are directly employed in the operation or construction of the major

nuclear facilities licensed by the AECB. There is no estimate as to the number

of workers indirectly involved in supporting the nuclear industry. In

addition, the relatively cheap nuclear-generated electric power contributes to

the well-being of the provinces directly affected, by attracting primary and

secondary manufacturing industries.

The nuclear industry could rebut: that far from being subsidized, it and the

industries it serves, generate employment and tax revenues for the provincial

and federal governments; the taxes paid should cover government regulatory

costs, and it would be unfair to essentially double-bill the industry by

charging licensing fees. (The Price-Waterhouse Report states that the Canadian

Nuclear Association estimates that the nuclear industry generates $3.6 billion

per year in economic activity in Canada.)

It is likely that the industry would also point out that a Nielsen Task Group

recommended against cost recovery for regulatory agencies such as the AECB.

The nuclear industry could also raise the issue that if the AECB were able to

recover its costs, there would no longer be any pressure to maintain a

cost-efficient organization.

It is difficult to better define the nuclear industry's reaction to the

cost-recovery initiative, other than to say that there will be a vigorous

negative reaction. This uncertainty is one of the reasons that it is

recommended that a consultation program be undertaken prior to a final

government decision to proceed with cost recovery.

7.2.2 The Public Sector

The AECB commits approximately 50 per cent ($12.5 million) of its resources to

the regulation of provincial Crown corporations (i.e. electric utilities), and

5 per cent ($1.25 million) to provincially funded facilities (i.e. hospitals,

universities, etc.).
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The AECB expenditures on provincial Crown corporations mainly stem from the

power reactors operating in Ontario. Quebec and New Brunswick. In addition to

the direct AECB licensing charges, the provincial utilities will likely be

absorbing portions of the AECB licensing charges levied against the uranium

mining, uranium refining and fuel fabrication operations. The result of this

accumulation of charges could result in the provincial utilities realizing a

financial requirement of approximately $15 million per year (60 per cent of the

annual AECB budget). These costs would be borne by the consumers of electric

power.

The provinces will argue that the AECB licensing fees levied on the

provincially funded facilities (i.e., universities, hospitals, research

facilities, etc.), are the federal government's way of transferring the federal

deficit and costs to the provincial governments. Requests for exemption from

these costs are likely.

The provincial reaction, like that postulated for industry, is expected to be

one of vigorous opposition to the federal government's cost-recovery

initiative. It is difficult to quantify or qualify this reaction without first

having discussed the matter with the appropriate provincial departments.

7.2.3 Public Reaction

The public reaction to an AECB cost-recovery program is likely to come from two

groups: the unions representing workers in the nuclear industry, and the

special interest and advocacy groups.

The union(s) (probably the United Steel Workers of America, which represents

the bulk of the uranium mining and uranium processing workers) will likely take

the position that the government is causing further unemployment in an industry

that is already financially struggling, all for the sake of recovering a

relatively small sum of money which will result in minimal net government

savings. In addition, if the federal and provincial governments engage in a

jurisdictional fight over the regulation of the nuclear industry, the unions

will contend that the health and safety of its members is in jeopardy because

of the uncertainty of regulatory requirements and of a regulatory authority.
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The special interest and advocacy groups may come out in favour of the

cost-recovery initiative. These groups have argued that without government

subsidies, the nuclear industry, especially the nuclear power sector, would not

be able to operate economically. They may also argue that cost recovery would

imperil the independence of the AECB, as large licensees will put pressure on

the AECB to reduce the level of regulatory activity and thus lower its costs.

7.3 Impact on AECB Operations

7.3.1 Operational Overheads

The implementation of a cost-recovery program will have a number of impacts on

the AECB. From the operational side, an administrative procedure must be

established to record staff time and financial expenditures for projects, to

calculate fees and to operate an effective billing and collection system.

Thars are two basic approaches that can be used for the determination of fees:

an annual average cost, or a time/charge accounting system (or a combination of

these). The annual cost approach is based on an estimate (from historical

records and projected needs) of the effort to be expended on various industry

sectors, which will then be used to calculate an average annual cost for

regulating the licensees in that sector. It is the simpler approach, and would

make it more difficult for a licensee to challenge the worth of an AECB

activity. However, it would be more difficult to meet Treasury Board

guidelines that require that a "safe" licensee reap the benefit of lower

regulatory costs.

The time accounting approach is based on determining an hourly-rate charge for

time expended by AECB staff on each licensee. This approach would require a

much more detailed, time and expenditure-accounting and billing system than

used for the annual-cost approach, and will require a substantial staff

commitment to time recording, as is common in consulting firms, and to the fee

appeal process. This approach would enable licensees to benefit from reduced

AECB costs if their operations warrant it, and it makes it very easy for a

licensee to challenge an AECB activity, thereby increasing the concern that the

AECB would lose a measure of independence.



- 81 -

It is estimated that in order to run the annual fee approach, the AECB would

require three person-years per year, a start-up expenditure of $25,000,

together with an increase to the annual operating budget of $400,000. To run

the time/charge accounting approach, the AECB would require 6ix person-years

per year, a start-up expenditure of $75,000 together with an increase to the

annual operating budget of $500,000.

In addition to these operating costs, the AECB would require, for the

preparation of the legislative and administrative documentation (i.e. new

regulations, fee schedules, public consultation and impact analyses)

approximately $450,000 over the next two years and an additional two term

person-years per year.

There are AECB staff permanently located at each major nuclear power plant

facility. Presently, office facilities are provided by the utilities at no

cost to the AECB. If licensing fees were imposed, the utilities may decide to

charge for this space and the other services provided, or may even chose to

refuse to provide space at their facilities for AECB staff. It is estimated

that start-up costs for new offices would be approximately $50,000 with an

annual operating cost of $175,000. These costs could also by charged back to

the utilities. The major concern, however, would be the loss of regulatory

effectiveness, which is discussed below.

7.3.2 Regulatory Effectiveness

There is some concern that the implementation of a cost-recovery program will

create a negative reaction in the nuclear industry which may spill over and be

reflected in how the industry interacts with the AECB. There are many possible

licensee reactions to AECB licensing fees which could impact negatively and

reduce the regulatory effectiveness of the AECB's operations. The following

examples highlight some potential problem areas:

licensees may hesitate in proposing health and safety improvements to their

facility designs and operating procedures, concerned that they may be charged

for the AECB staff assessment of such proposals,
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. licensees may exert pressure on the AECB to limit "non-essential" activities

such as studies on and re-evaluations of approved facility operations. In

addition, licensees may protest if they are required to pay for research and

development projects which have no direct bearing on licensing decisions, but

may have future regulatory applications,

AECB staff, as part of its compliance function, carries out inspections and

audits of its licensees' operations and, at present, does not feel restrained

in selecting areas of interest to be assessed. Under a cost-recovery regime,

in which cost-recoverable staff effort may be questioned by the licensees,

activities which cannot be justified for cost recovery but which Board staff

believe will provide information of need to the AECB, may be omitted,

. if the power reactor site offices are forced to relocate off the licensees'

premises, there would be a definite loss of regulatory effectiveness. Board

staff would no longer have direct and immediate access to operations staff.

. With the implementation of a cost-recovery program, the AECB could see a

reduction in the number of requests for reviews of informal proposals and

feasibility studies submitted by potential licensees. From time to time, the

AECB is requested to review and assess the licensability of new equipment

designs (i.e. 300 MW power reactors, nuclear powered vessels, etc.), facility

modifications or sites for proposed nuclear facilities. In many cases these

projects never get off the drawing boards. If the AECB levied financial

charges for these reviews, the number requested would likely decrease, as would

the amount of AECB effort required to conduct them. This would be a definite

benefit for those projects which do not proceed. However, it would be a

definite loss for projects which proceed but which do not receive AECB review

at the early stages when health and safety changes can be readily incorporated.

It is not known whether these potential difficulties would result in a

significant decrease in regulatory effectiveness. The short term (e.g. two to

three years) effects are difficult to assess and could result in a significant

long term decrease in regulatory effectiveness. There is a need to further

study this situation during the public consultation process and, if cost

recovery is implemented, to monitor appropriate parameters during the

operational phase.



CHAPTER 8
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8. LEGAL CONSIDERATIONS

8.1 Authority to Regulate

The AECB receives its mandate to regulate the nuclear industry from the Atomic

Energy Control (AEC) Act. Under section 8 of the Atomic Energy Control

Regulations, no person shall operate a nuclear facility except in accordance

with a licence issued pursuant to section 9 of the Regulations. The Act does

not however, make reference or grant specific authority to the AECB to levy

licensing or regulatory fees.

8.1.1 Authority to Charge Fees under the Financial Administration Act

The Financial Administration Act (FAA) under Section 13, authorizes Her Majesty

to prescribe a fee or charge for services provided, to be paid by the person

for whom the service is provided. However, legal opinion expresses doubts

whether the Act applies to Her Majesty in right of Canada, or by extension to

services rendered to Her Majesty in right of a province.

Legal opinion has also stated that Schedule B corporations cannot take

advantage of Section 13 of the Financial Administration Act to charge fees

because, in contrast with other provisions of the Act, the words "on behalf of

Her Majesty" are not present.

Treasury Board staff are investigating the feasibility of making changes to the

Financial Administration Act to bind the Crown, and to authorize the AECB and

other agencies, to charge fees.

8.1.2 Authority to Charge Fees under the Atomic Energy Control Act

Although there is no specific authority under the AEC Act to charge fees, legal

opinion states that a basis for such a charge could derive from paragraphs 9(b)

or 9(g) of the Act which read:

9. The Board may with the approval of the Governor in Council make

regulations . . .



(b) for developing, controlling, supervising and licensing the production,

application and use of atomic energy; . . .

(g) generally as the Board may deem necessary for carrying out any of the

provisions or purposes of this Act.

Under this exceptionally broad regulation making authority, there seems to be

little doubt that a licensing fee concept could be established to charge for

the activities determined to be attributable to fulfilling the responsibilities

under the Atomic Energy Control Act. Furthermore, it is believed that there

would be room for significant flexibility in the drafting of the fee structure

under this provision. However, the legal basis may be challenged as discussed

below.

The issue of whether the AECB could charge fees through its corporate authority

to contract was also investigated. Legal opinion rejected this option as it is

believed that the AECB is already under a public duty to fulfill its mandate

(i.e. consider licence applications and accompanying documents), and could only

charge fees if it undertook to provide special, unusual or additional services

that it is under no statutory obligation to perform.

In addition, legal opinion states that the Act may not apply to Her Majesty

either in right of Canada, or in right of a province. Since two of the AECB's

major licensees, Hydro-Quebec and the New Brunswick Electric Power Commission

(NBEPC), and a number of smaller AECB licensees are agents of Her Majesty, they

may not be subject to the AEC Act.

The difference in legal status of organizations such as Ontario Hydro from

Hydro-Quebec and the NBEPC, results from the fact that the Act which

constitutes Hydro-Quebec, and the Act which constitutes the NBEPC state that

the organization is an agent of the Crown, whereas the Act which constitutes

Ontario Hydro does not.

It appears that Crown iimnunity applies to the Crown in right of the provinces,

the federal Crown, and their respective agents. However, a consideration

arises fron the fact that Crown agents such as Hydro-Quebec apply for licences
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under the current regime. Since the Crown is not bound by the Regulations,

this action must be viewed as purely voluntary on the part of the Crown agents.

Should they continue to apply for licenses after a fee structure was

implemented, they would be submitting themselves to the regulatory scheme and

would accordingly be responsible for paying the appropriate fee. On the other

hand, a Crown agent could simply elect to operate without a licence in order to

avoid the fees. To address this situation would require amending the AEC Act

to bind the Crown. This option is undesirable as there is a concern over the

sensitive federal-provincial jurisdictional issues which would arise.

8.2 Legal Challenges

Although there is some jurisdictional uncertainty as to whether the AEC Act

applies to Her Majesty in right of a province, agents of the provincial Crown

which are engaged in nuclear activities, without exception, have not challenged

the jurisdiction of the AECB and have submitted to its regulatory process. One

likely reason for complying with the AECB requirements is that the provinces

recognize the need for a regulatory agency and the benefit of one national

agency. Furthermore, the AECB does not represent a direct drain on the

provincial treasury or that of its institutions.

If a cost-recovery program is instituted, it is possible that some agent of the

provincial Crown will challenge the legal authority of the AECB to levy

fees, and possibly challenge the authority in so far as they are concerned, of

the AECB to specify and enforce health and safety requirements. This latter

challenge would put the nuclear regulatory scene in disarray, jeopardize the

effective regulation of the industry, and lead to confrontation between agents

of the Crown, and perhaps the federal and provincial governments as well.

The industry's argument could be based on the fact that the primary

responsibility for nuclear safety is placed upon the licensees; it is they who

must develop the competence required to show that their proposed activity will

not pose an unacceptable occupational or public health and safety risk. The

AECB, the industry may contend, simply audits the licensees to ensure that they

fulfill their responsibilities.
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In addition, legal opinion (H. Molot, Department of Justice to P. Barker, AECB,

dated June 29, 1987) states " . . . there will almost certainly be a challenge

to the imposition of the fees in question. While the discussion above I

believe presents a reasonably cogent argument in support of such fees, there

can be no guarantee that the Board would be successful in defending them in

litigation on the basis of the present provisions of section 9. The risks are

perhaps increased because of the size of the fees that the Board is

contemplating and the consequent impression they may give of not being

sufficiently related to the costs of administering the Act."



CHAPTER 9
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9. INTERNATIONAL NUCLEAR REGULATORY AGENCY COST-RECOVERY PROGRAMS

The AECB reviewed the cost-recovery programs implemented by the American,

British and Finnish national nuclear regulatory agencies to identify their

administrative and legislative procedures which caused or had the potential to

cause negative impacts on the regulatory and cost-recovery programs.

Finland

The cost-recovery program in Finland recovers the nuclear regulatory costs for

nuclear power plants, nuclear research reactors, and the import, export and

transport of nuclear fuel. There does not seem to have been any negative

reaction to the cost-recovery program from either the political body or

industry.

Finland's objective is to recover approximately 80% of the full cost of

operating the Finnish Centre for Radiation and Nuclear Safety. These costs are

recovered by charging for direct staff time spent on specific regulatory

actions. Unless there are fixed charges designated, fees are based on an

hourly rate chargu. The regulatory agency has exempted from recovery

approximately 25% of its general overhead costs, 30% of its research costs and

all of its IAEA Safeguards costs. As the Finnish nuclear power plants have

come into normal operation, there is less work to charge for and the recovery

rate is projected to decrease.

United States of America

A nuclear regulatory user-fee program has been in effect in the United States

since 1968. At that time it was enforced by the Atomic Energy Commission and

then later, by the successor Nuclear Regulatory Commission (KRC). Fees were

originally charged to help recover the cost of clearly indentifiable services

(i.e. the processing of applications for construction permits, operating

licences, and amendments). The annual fee structure in place at that time was

successfully challenged in the U.S. Supreme Court. It was agreed that a fee

must bear a relationship to the benefit given to the applicant or the licensee,

and that annual licence fees are considered to be a tax imposed by the agency
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to recover its costs. As a result of this ruling, all the annual fees that had

been collected were returned to the industry. Another, significant legal

challenge to the NRC's authority to collect fees was unsuccessful when the

courts ruled that a service which benefits the licensee and the public, even

though the public benefit might exceed the private benefit, is still to be

considered a licensee benefit.

The NRC has traditionally collected approximately 10% of its costs through

fixad charges and through a staff, hourly rate charge. In calculating its

costs, the NRC has excluded the cost of generic research, generic licensing

activities, standards and code development, national and international

government programs (IAEA Safeguards), and public affairs activities. In

addition, the NRC has exempted from cost recovery, non-profit educational

facilities, all Federal and State agencies, and State non-profit use of

radioisotopes or nuclear facilities. Provisions have been made to allow the

NRC to charge government-owned corporations, such as the Tennessee Valley

Authority, on the same basis as private corporations.

Legislation now requires the NRC to increase the revenues gathered through fees

to approximately 33% of its budget. This rule has reimposed the annual-fee

principle (which was successfully challenged in court in 1974) on power-reactor

operators. It includes charges for the cost of generic research directly

related to the regulation of power reactors, the cost of power-reactor plant

regulation (except licensing, inspection or operator certification), and the

cost of safeguards activities (not IAEA) for power reactors. This rule is also

being challenged and there is a strong likelihood that the NRC could lose the

case because of uncertainties in the legislation passed by congress, mandating

implementation of fees at the 33% level.

The NRC staff believes there is general resignation to the user-fee concept;

however, there appears to be little concensus on the method or the approach to

be used to recover costs and even on the level of funding that should come from

user fees. The political defenders of the U.S. uranium industry argue that the

concept of user fees should not apply only to the nuclear industry, but Chat to

ensure that no unfair cost burden is placed on the nuclear industry which would

reduce
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its competitiveness against hydro, coal and other sources of energy, similar

user fees should be imposed on these industries.

United Kingdom

A nuclear regulatory user-fee program has been in effect in Britain since 1965,

when the Nuclear Installations Inspectorate (Nil) va3 given authority to levy

charges for the licensing and inspection of nuclear facilities. No fee

schedule has been established by the Nil. Charges are based upon directly

attributable costs for licensing and inspection of nuclear installations.

Estimates are made of the costs likely to arise in a particular year, and these

are invoiced to the licensees. When finalized accounts are prepared, any

adjustments are carried forward into the estimates for the next year.

Approxiraately 60% of the Nil's total costs are recovered. Recovered costs

include the conventional administrative charges and overheads, and the cost of

technical safety studies. The costs of IAEA Safeguards activities are not

charged to licensees. No specific studies have been carried out to assess the

impact on the nuclear industry or regulatory agencies of the cost-recovery

program. The industry has not welcomed these additional costs but has accepted

them.
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10. USER-FEE PROGRAM

10.1 Non-Recoverable Costs

The full annual costs incurred by the AECB have been identified and most of the

costs allocated to the various nuclear industry sectors and to individual

licensees. The AECB expenditures which could not be allocated to the Canadian

nuclear industry are those funds committed by the AECB to the IAEA for

international Safeguards Support (5315,000) and Safeguards Operations

(S300.000). Norway, Finland, Denmark, Great Britain and the USA for example,

do not charge the nuclear industry for these costs as they believe that these

activities are required to meet government objectives and international

commitments, and assume that even if no nuclear installations were established

in their countries, they would participate in national and international

control of nuclear energy safety. Accordingly, the total safeguards

expenditures, national and international, are borne by direct taxation. The

AECB expenditures for international safeguards activities in 1987/88 will be

approximately 5615,000. During the same period, the AECB expenditures for

national safeguards activities will be $2.57 million.

At present, the Safeguards Support Program is jointly managed and funded by

AECL and the AECB. However, as a result of reduced funding for AECL, its

future participation is uncertain. The management and funding of AECL's

portion of the program will be subject to a Cabinet decision and could reflect

on future AECB activities in this area.

Exports of prescribed substances and items must be approved on behalf of both

the AECB and the Secretary of State for External Affairs.

Although the AECB licenses these exports, the Department of External Affairs is

the point of contact for the licensee and issues the AECB approved licence

together with its own Export Permits. AECB staff spends approximately $100,000

per year of effort reviewing the export applications. In order to compensate the

AECB for its efforts, External Affairs could be requested to collect funds frotr.

the licence applicants with whom, in these instances, the AECB has no official

dealings.
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Treasury Board has stated that a basic premise of cost-recovery programs is

that recoverable costs should be either directly or indirectly linked to 'i:.e

provision of the service or goods in question. However, some activities could

be judged to be not even indirectly linked to the AECB's regulatory mandate.

For example, national and international consultations, administration of the

Access to Information Act and administration of the official languages policy

are activities generally linked to government policies and programs.

Approximately 3700,000 will be spent on these types of activities in 1987/83.

The cost of AECB activities, not linked to regulatory actions will vary from

year-to-year as government and AECB objectives change. The determination of

whether these costs are actually necessary for the AECB to fulfill its mandate

and thus appropriate for cost recovery is very subjective. A decision made to

recover them may be met with challenge from the industry. Such a situation is

presently occurring in the United States where the U.S. Nuclear Regulatory

Commission has announced an increase in its licensing fees. One of the issues

being used to challenge this increase is that the recovery rate cannot meet the

requirement for a direct connection to regulatory costs.

In addition, the AECB administers a mission-oriented research program. The

total value (including administrative salaries) of the program for 1987/88 will

be approximately $5 million. An analysis of the research work conducted,

indicates that not all of the information produced by the research expenditures

has been used, thus far, to influence licensing decisions directly. Much of

the research activities provide AECB staff with information which may be of use

at a future date (i.e. pathway analyses and parameters to be used in high level

waste disposal) or else, presently, to verify existing data.

The costs listed in Table 21 could be exempted from cost-recovery calculations;

they total approximately S7.1 million, which represents 30% of the AECB's

1987/88 budget.
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Table 21

Non-Recoverable/Exempted AECB Expenditures

(SOOOs)

International Safeguards 615

External Affairs (export permits) 100

Non-direct AECB General Expenditures 700

Non-direct AECB General Research 3,100

Power Reactors $1,040
Uranium Mines $1,115
Radiation Protection $655
Regulatory Documents $205
Miscellaneous $85

IAEA Safeguards costs allocated to AECB licensees

10.2 Licensing Fees and Anticipated Revenues

Treasury Board unilaterally established notional AECB cost-recovery targets of

$10.0 million for 1988/89 and $15.0 million for 1989/90 and thereafter. Table

22 - Fee Schedule/Recovery Options details three cost-recovery options, and

provides an estimate of the licensees' annual costs and the total AECB

anticipated revenue for each scenario. The $400,000 to $500,000 needed to run

the cost-recovery program will be included in the final fee schedule

calculations.

Option 1 - identifies the full cost-recovery option. All AECB expenditures,

except for $615,000 for international safeguards activities, have been

allocated and assumed to be collectable. The annual AECB revenue under this

option is $24,638,000. It is assumed that the AECB spends all its

parliamentary appropriations with no funds lapsing.

Option 2 - this option takes into account the findings and recommendations in

the Price Waterhouse Financial and Commercial Impact Studv of Cost Recovery
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Report. April 30, 1987. The licensing fees identified in Option 1 are

combined with the following recommendations from the Price Waterhouse report:

- limit licensing fees to Eldorado Nuclear Limited so that its fees represent

only 3.5 per cent of pre-tax income and 0.4 per cent of expenses. Fees of

approximately 75 per cent of full AECB costs satisfy these ratios,

- charge radiographers a nominal fee (e.g. 10 per cent of full costs).

The annual AECB revenue under this option is approximately $23,910,000.

The Price Waterhouse Report also suggests that a number of AECB licensees

would cease using nuclear materials if they were required to pay licensing

fees:

- 10 per cent loss of industrial accelerator users, and a 25 per cent loss of

university accelerator users,

- 50 per cent of Prescribed Substance Licences issued to machine shops, would

be cancelled,

- 75 per cent reduction in the use of static eliminators.

The annual AECB revenue anticipated under these conditions is approximately

$23,711,000.

Option 3 - this option conforms with the cost-recovery practices followed by

some international nuclear regulatory agencies (i.e. charging for only

directly related regulatory activities, and exempting from cost recovery the

costs of complying with government policies and international commitments).

In the AECB's case, it was assumed that the $3.8 million cost of indirect

overheads, and the $2.57 million cost of the IAEA Safeguards activities which

were allocated to AECB licensees, are not recovered. The option also takes

into account the financial impact of cost recovery on the nuclear industry,

and reduces fees as suggested by Price Waterhouse as in Option 2.

The annual AECB revenue under this option is approximately $17.6 million.
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Selection of Option 3 would likely create less of an adverse reaction from the

nuclear industry. The industry would perceive the AECB to be charging for

only its direct regulatory costs.

Table 22 - Fee Schedule/Revenue Options

(Typical Annual Licence Costs)

Power Reactors

4-unit station (4)*
1-unit station (2)
NPD Generating Station
4-unit station under construction (1)
Total anticipated AECB revenues

Research Reactors and Accelerators

Subcritical Reactor (2)
Slowpoke Reactor (7)
Pool-Type Reactor (1)
Accelerators (59)
Hospital (27)
University
Federal Government (4)
TRIUMF
Commercial Units

AECL Chalk River Research facility
AECL Wiiteshell Research facility
Total anticipated AECB revenues

Uraniun Mines

Option 1

1
1

2
12

($)

,853
,022
406
,770
,632

2,
22,
165,

1.
3,
2,
65,
4,

133,
78,

744,

,000
,000
,000
,000
,000

,400
,000
,000

,700
,000
500
000
000
000
000
000

Option 2

1
1

2
12

(20)

(7)

($)

,853
,022
406
,770
,632

2
22
165

1
3
2

65
4

133
78

725

,000
,000
,000
,000
,000

,400
,000
,000

,700
,000
,500
,000
,000
,000
,000
,000

Option 3
(S)

1,166
750
360

1,736
8,260

2
18.

119,

1,
(15) 2,

2,
55,

(6) 3,
90,
47,
549,

,000
,000
,000
,000
,000

,000
,500
,000

,400
,500 (15)
,100
000
400 (6)
000
000
000

Uranium Mine Licence (8)
Underground Exploration Permit (2)
Ore Removal Permit (5)
Total anticipated AECB revenues

Fuel and Heavy Water Plants

ERL uranium refinery

ERL uranium conversion facility

CGE fuel fabrication facility
(Peterborough)

500,000
214,000
86,000

4,858,000

240,000

409,000

21,500

500,000
214,000
86.000

4,858,000

180,000

307,000

21,500

422,000
180,000
72,500

4,099,000

177,000

300,000

7,700
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Earth Sciences Extraction Company
CGE fuel fabrication facility

(Toronto)
WCL fuel fabrication facility

(Port Hope)
Heavy Water Plant
Prescribed Substance Licences (40)
Non-profit (5)
Major Commercial (10)
Minor Commercial

Total anticipated AECB revenues

Waste Management

AECL Waste Facilities
Chalk River
Whiteshell
Tunney's Pasture

Power Reactor Waste Facilities
Ontario Hydro (BNPD)
AECL (Gentilly 1)
Hydro-Quebec (Gentilly 2)
New Brunswick Electric Power
Ontario Hydro (Douglas Point)

Uranium Refinery Waste Facilities
Eldorado Resources Ltd. (Port
Granby)
Eldorado Resources Ltd. (Welcome)

University Waste Facility (3)
Department of National Defence
Facility (1)

Total anticipated AECB revenues

Radioisotopes

Universities (62)
Other educational facilities (170)
Hospitals (380)
Clinics - profit (275)
Radiography (246)

Gauges (1400)
AECL radioisotope production
facilities
TRIUMF
Kanata

Oil Well Logging (95)
Static Eliminators
Suppliers
Major (6)
Minor (180)

General (950)

11,500
73,000

73,000

127,000

1,400
5,800
4,400 (25)

1,130,000

11,500
73,000

73,000

127,000

1,400
5,800
4,400(13)

915,000

560 560

9,300
51,000

51,000

105,000

1,200
4,900
3,700 (13)

805,000

156,000
80,000
80,000

134,000
40,000
50,000
30,000
50,000

110,000

55,000

35,000

11,000
902,000

3,700
300

1,200
650

1,800

156,000
80,000
80,000

134,000
40,000
50,000
30,000
50,000

83,000

41,000

35,000

9,300
861,000

3,700
300

1,200
650
180

132
67
67

113
34
42
25
42

83

35

29

9
738

3

1

,000
,000
,000

,000
,000
,000
,000
,000

,000

,000

,500

,300
,000

,100
250
,000
550
180

475

30,000
40,000
1,500
225

4,300
920

1,000

30,
40,
1,

(1500)

4,

1,

000
000
500
225 (375)

300
920
000

25
24
1

3

,000
,000
,300
200 (375)

,600
775
850
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Operator Certification (400)
Device Approvals (50)
Export Permits (200)
Laboratory Approvals (100)
Total anticipated AECB revenues

Transportation

(3)New Canadian Certificates
New Endorsements (9)
Renewals and Amendments (36)
Special Arrangement Certificates

(12)
Total anticipated AECB revenues

3,996

29
14
3
6

140
625
1001

540
,000

,000
,000
,200
,500

140
625
1001

540
3,344,000

29,000
14,000
3,200
6,500

120
525
100
450

2,831,000

24,000
12,000
2,700
5,500

406,000 376,000 313,000

Annual anticipated AECB revenue 24,668,000 23,711,000 17,595,000

a $100 minimum charge has been established
* number in brackets indicates the number of licences being considered.

10.3 Method of Recovery

The implementation of a cost-recovery program is greatly influenced by the

method chosen to calculate costs and allocate charges. There are two basic

approaches to determine fees: an annual average cost or one based on a

time/charge accounting system.

The following section outlines two possible cost-recovery scenarios which

could be implemented.

Upon approval of the necessary regulations to authorize the AECB to collect

licensing fees, and assuming that the annual licensing-fee approach is to be

used, persons licensed by the AECB will be required to pay an annual fee for

each licence they hold during the Federal fiscal year. The fee will be

prorated or. the basis of the number of days remaining before the effective

anniversary date of the licence. Thereafter, the annual fee will come due and

payable in quarterly installments on April 1, July 1, October 1 and January 1

of each year. For new licence applications for which a fee is prescribed, the

application will be accompanied by a remittance for the full amount of the

fee.
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If the AECB licensing fees are to be based on the hourly-rate charge approach,

each applicant or licensee will be billed at 3-month intervals or when the

review is completed, whichever is earlier. The bill will detail the

collective costs of all applicable reviews, assessment and compliance time,

and contractual costs expended.

10.4 Implementation Timetable

The critical issues in determining the schedule for implementation of cost

recovery are the obtaining of: authority for the AECB to charge fees and the

binding of the Crown to AECB regulation.

It is estimated that it would take up to four years to praend the AEC Act to

bind the Crown, and to carry out the administrative steps (i.e. public

consultation, preparation of impact analyses, and approval of regulations) to

implement a cost-recovery program. This schedule is not acceptable to the

Treasury Board Secretariat staff.

Treasury Board Secretariat staff requested the AECB to prepare a cost-recovery

implementation schedule on the assumption that the Financial Administration

Act would be amended to bind the Crown, and to authorize the AECB to collect

licensing fees. The AECB has proceeded on this assumption.

This study has been submitted to Treasury Board to assist it to consider the

impacts of such a program. If Treasury Board decides that the AECB should

proceed with a formal cost-recovery study, the AECB will prepare draft

regulations and will follow the administrative steps and procedures outlined

in the Regulatory Process Action Plan. In addition, the AECB will contact

the nuclear industry and the public through its public consultation process.

The Office of Privatization and Regulatory Affairs has prepared a schedule

(Appendix A) for the central agencies' approval process of the regulations,

fee schedule and Regulatory Impact Analysis Statement (RIAS). Board staff

have used this schedule, and the estimated time required to complete the

activities it is responsible for, in order to prepare an overall cost-recovery

project schedule.
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Table 23 identifies the tasks to be conducted and provides an estimate of the

time required to complete each activity. In this Table, The AECB has

identified the central agencies' Phase II activities as tasks 7a to 7d, the

Phase III activities as tasks 8a and 8b, and the Final Approval activity as

tasks 10a to lOe.

It will take the AECB a minimum of two years to put the appropriate mechanisms

in place before it can collect regulatory fees. It will not be possible to

collect the S10 million and $15 million "notional" targets that Treasury Board

has proposed for 1988/89, and 1989/90 respectively.
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ATOMIC ENERGY CONTROL BOARE

COST RECOVERY PROJECT SCHEDULE
Table 23

Task

1. AECB review ind Incorporation of
TE directions on regulations and
fee schedule

2. Atonic Energy Control Board
approval of cost-recovery concept

3. AECB to prepare draft regulations
•nd fee schedule

4. AECB to prepare and issue
consultative documents

5. Public Cotfflent

6. AECB tc prepare RlAS and redraft
regulations and fee schedule as
required

7. a) PCO (Justice) to review draft
regulations and fee schedule

b) Regulatory Affairs Branch to
review RlAS

c) Treasury Board approval of
proposed regulation and fee
schedule

d) Special Comlttee of Council
approval for prepubllcatlon

8. a) Prepi-blication of regulations,
fee schedule, RlAS, notice of
availability of consultative
document and distribution to
clientele

b) Public connect

9. AICB to review and modify as
necessary draft regulations
and fee schedule

10. a) Decision to proceed with
cost recovery In light of RlAS
and public consents

b) PCC (Justice) to review
regulations

c) Special Committee of
Council to give final approval
of regulations

d) Treasury Board to recoaaend
regulations and fee schedule

.e) Governor in Council to approve
fee schedule and regulations

Tine (nontht after Treasury Board decision to proceed^

11. AECB to establish cost-recovery
administrative procedures

12 20



CHAPTER 11



- 100 -

11. OVERALL CONSIDERATIONS

The preceding sections of this study have identified the issues and the

potential impacts of an AECB cost-recovery program. This section summarizes

the issues and their significance in proceeding further towards cost recovery

for the AECB.

11.1 Legislative

Legal opinion has identified a number of difficulties if existing legislation

is used to recover AECB costs:

- the FAA does not authorize the AECB to charge fees, and further, it does

not bind the federal or provincial Crown.

- Section 9 of the AEC Act could be used as a legal basis to charge fees, but

it would almost certainly be challenged, and may not be defendable.

- the AEC Act does not bind the federal or provincial Crown; since two of the

AECB's major licensees (Hydro-Quebec and the New Brunswick Electric Power

Commission) and a number of smaller AECB licensees are agents of her Majesty

in right of their provinces, they would not be subject to the Act. Although

they have voluntarily accepted the AECB's regulatory regime, a challenge to

the legal authoi'ty to levy fees could also jeopardise the acceptance of the

regulatory rtgime.

The AEC Act could be amended to bind the federal and provincial Crown. This

would have the advantage of providing a legal basis for the existing

regulatory situation. However, could rekindle longstanding provincial desires

to reduce the federal government's involvement in the nuclear field in such

areas as the regulation of uranium mines - seen as a federal intrusion into

the provincial jurisdiction of control over natural resources.

Use of the AEC Act as the authority to recover costs could therefore lead to

confrontation between the AECB and its licensees, and between the federal and

provincial governments.
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The AEC5 believes that an amendment of the FAA to authorize the AECB to

recover its costs, and to bind the Crown would be the preferable legislative

route for cost recovery. Treasury Board Secretariat staff have requested the

AECB to prepare a timetable to implement cost recovery assuming that these

amendments would be made. This would eliminate the almost certain legal

challenges if the AEC Act were to be used in this matter. However, these

amendments would not bind the Crown to the AEC Act, and if the AECB's

authority to regulate or to charge fees to all players in a nuclear industry

sector were challenged, the challenge could put the nuclear regulatory scene

in disarray and jeopardize the effective regulation of the industry.

In the U.S., lawsuits stemming from the Nuclear Regulatory Commission's

cost-recovery program are commonplace. To reduce the risk of litigation it is

important that new legislation identify the categories of licensees to be

charged, the amounts to be charged, and a formula by which the fees are to be

calculated.

11.2 Beneficiaries

Cost-recovery programs are generally implemented so that the user or

beneficiary of a service pays all or a major portion of the costs of providing

the service. However, regulatory agencies are generally established to

provide or ensure a level of security demanded by the public, and as such, the

public should be considered the beneficiary of their services. In the

regulatory context, cost recovery should be seen as recovery of public funds

spent to protect the beneficiaries because of the licensed activities. This

logic is more closely associated with the "polluter-pays" principle than

recovery of the cost of a service.

The AECB ensures the safe use of nuclear energy by regulating, as required,

the different facets of the nuclear industry. Although the public and the

workers are the beneficiaries of AECB regulation, the nuclear industry,

because of its high public profile and uniqueness, gains a certain amount of

legitimacy and credibility from the existence of a regulatory agency.

However, the industry already pays a substantial price in meeting the

requirements and standards set by the AECB.
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The AECB also administers the government's international nuclear safeguards

commitments and participates in IAEA safeguards activities. The nuclear

industry, the citizens of Canada and the world community all are beneficiaries

of these activities in one way or another.

11.3 Regulatory Effectiveness

The implementation of a cost-recovery program creates concern that there will

be a degradation or loss of regulatory effectiveness and control resulting

from the nuclear industry's negative reaction to paying for regulatory actions

or programs it does not want or feels it does not need. To maintain effective

regulation, the AECB must retain the confidence of the nuclear industry, while

protecting the workers and the public. To do so, it must ensure that the

industry realizes that cost recovery is a government initiative which the AECB

is implementing in a fair and efficient fashion, and that the industry is

paying for only those activities necessary for regulation.

To reduce their costs, licensees may put Board staff under pressure to limit

compliance, assessment or research activities which have previously been

conducted, but which the licensees believe are not justified and they should

not therefore pay for. It is unknown whether there will be a significant loss

of regulatory control resulting from cost recovery, however; time spent on

cost-recovery matters is time not spent on health and safety issues.

There is a need to further study this situation during the public consultation

process and, if cost recovery is implemented, to monitor appropriate

parameters during the operational phase.

11.A Industry Reaction

A program to recover AECB costs from the nuclear industry could cost the

industry $24 million every year. The industry in general will probably argue

against cost recovery from a number of viewpoints.

The main arguments will likely be:
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- the industry's workers and the public, not the nuclear industry, derive the

greatest benefit from the AECB's activities. It would be unjust and

unreasonable to charge the industry for the benefits received by others. The

additional requirements imposed by the AECB on the industry, above those that

the industry believes are required, are in response to the public's concerns

with the safety of the nuclear industry,

- the industry pays taxes and it would be unfair essentially to double-bill

the industry by charging it licensing fees. The industry could also argue

that the benefits to Canada resulting from its operations (i.e. taxes,

employment, foreign trade, etc.), far outweigh its regulatory costs. These

costs should be borne by the general taxpayer.

However, the user-pay, like the polluter-pay principle, has been initiated

without identifying the public as the beneficiary of regulation. Regulatory

costs must be considered an additional cost of doing business.

In addition to the policy arguments, the industry will probably challenge the

non-regulatory cost components of the AECB activities (i.e. safeguards,

generic research, language training, access to information, etc.) included in

the fee calculations. The nuclear regulatory agencies in other countries have

all recognized the difficulties in trying to charge for activities which do

not have a direct link to regulatory functions. The degree to which these

costs are exempted from recovery will depend upon policy.

11.5 Provincial Reaction

The AECB expends approximately 55% (514 million) of its annual funding and

staff effort on the regulation of provincial Crown corporations and

provincially funded organizations. It is expected that tlve AECB would recover

the majority of its costs from these organizations. Although cost recovery is

seen as a means to fund government services, the provincial reactions to cost

recovery for the AECB is difficult to ascertain, other than it will be

negative, without having first discussed the implications with each of the

provinces.
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The four provinces with major nuclear programs (Ontario, Quebec, New Brunswick

and Saskatchewan) will respond to this federal government initiative less

favourably than the other provinces. The others may see it as a just

reallocation of costs to the provinces who receive the greatest benefit from

nuclear energy. However, it is thought that the provincial reactions will

vigorously oppose the federal government's cost-recovery initiative. In the

social service areas, such as hospitals, clinics, and universities, all the

provinces can be expected to argue that the AECB licensing fees are the

federal government's way of transferring costs and the federal deficit to the

provincial governments. Requests for exemption from these costs are likely.

There is a possibility that the opening up to amendment of the AEC Act in

order to bind the provincial and federal Crowns, may give provinces the

opportunity of raising their own agendas (i.e. control of natural resources,

limiting the power of the AECB, and allowing the provinces more say in nuclear

related issues). The impact these arguments may have on federal/provincial

discussions may obscure the real objective for amending the AEC Act (i.e.

implementing a cost-recovery program). In addition, making the Act binding on

the federal and provincial governments has wider implications than just cost

recovery.

Board staff discussions with the Federal-Provincial Relations Office suggest

that the cost-recovery initiative, although not a great financial burder.,

would be viewed by the provinces as being another of the federal government's

intrusions into the provincial domain. This initiative and the desire to bind

the provincial Crown, would likely be seen by the provinces as a highly

symbolic gesture, and their response would be commensurate with this

perception.

11.6 Other Countries' Experiences

The AECB reviewed the cost-recovery programs implemented by the U.S., British

and Finnish nuclear regulatory agencies, with the intent of identifying

significant issues which could influence the Canadian strategy in this area.

All three agencies indicated that the industry has reluctantly accepted

regulatory licensing costs, and that there does not seem to be any

identifiable loss in regulatory effectiveness (no studies have been carried

out to confirm these conclusions).



- 105 -

The nuclear regulatory agencies in Britain and Finland regulate and charge

fees to only nuclear power plant and nuclear facility operators. The United

States Nuclear Regulatory Commission on the other hand, regulates and collects

fees from the nuclear fuel cycle, nuclear power generators, and the general

users of radioisotopes. However, the U.S. has exempted from cost recovery

non-profit educational and research facilities, and all State and Federal

non-profit uses of radioisotopes and nuclear facilities. All three agencies

have based their method of recovery on charging for only the direct staff time

and other expenses directly attributable to licensing actions. Consequently,

a portion of the cost of administrative overheads, generic research, generic

licensing and, in all cases, the total cost of IAEA safeguards activities,

have been exempted from fee calculations. This has resulted in the following

cost-recovery rates: U.S. - 33% (by legislation), Finland - 80%, United

Kingdom - 60%.

11.7 Exempted Costs

For the purpose of this feasibility study, all AECB costs, except for a

portion of the IAEA International Safeguards Support and Safeguards Operations

expenditures, and the cost of AECB activities related to the review of Export

Penait applications, which are issued by External Affairs, have been either

directlj or indirectly allocated to AECB licensees. An analysis of the

indirect costs indicates there are some AECB activities which could be

considered by some as not appropriate for cost recovery. The nuclear

regulatory agencies in other countries have recognized this situation with

their operations and whether because of judicial decisions (as in the U.S.),

or through discussions with their nuclear industry, have exempted from fee

calculations, a portion of the costs for administrative overheads, generic

research, and generic licensing activities. A similar approach in Canada

would result in approximately $3.8 million per year being exempted from the

fee calculation.

(Note: The exemption of the S3.8 million overhead expenditure would reduce

the AECB charges for its regulatory activities by approximately 15%.)

A portion of the IAEA International Safeguards Support and Safeguards

Operations costs were not allocated to AECB licensees. The Safeguards Support
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Program provides funds to the IAEA to improve the safeguards for Canadian and

foreign-owned (Korea, China, Pakistan, India, Argentina) CANDU-type reactors.

The total AECB cost for this activity during 1987/88, including salary and

administration costs, is estimated to be $1,685,000, of which $1,370,000 was

allocated to AECB licensees, and $315,000 to the off-shore reactor operators.

The Safeguards Operations Program provides funds to support the operation of

national and international safeguards inspections. The total AECB cost for

this activity during 1987/88 including salary and administrative costs, is

estimated to be $1,500,000, of which $1,200,000 was allocated to AECB

licensees, and $300,000 to the international effort.

Nuclear facility operators in other countries have been exempted from paying

for expenditures to meet government objectives and international commitments.

A similar approach in Canada would result in $2,570,000 ($1,370,000 +

$1,200,000) being exempted from cost recovery, in addition to the $615,000

($300,000 + $315,000) which could not be allocated to AECB licensees.

(Note: The management and funding of AECL's portion of the safeguards program

will be subject to a Cabinet decision and could reflect on future AECB

activities in this area.)

The AECB, in cooperation with External Affairs, exercises control over the

export of nuclear materials, equipment and technology to ensure that the

Canadian nuclear export policy is adhered to. In order to ensure that the

approval process is conducted in an expeditious manner, External Affairs has

taken over the lead coordinating role and receives all export applications.

Thus, the AECB has no direct contact with the applicants and could only

recover its costs through External Affairs' administrative procedures. Unless

External Affairs implements a cost-recovery program of its own, it may not be

economically feasible to attempt to recover the approximately $100,000 per

year AECB cost.

Table 24 summarizes the AECB activities for which its costs are potentially

non-recoverable, or for which exemptions could be granted. The nuclear

industry challenges as to how licence fee calculations were carried out may

focus on the relevant cost components identified in this Table.
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Table 24

Potential Non-Recoverable/Exempted AECB Expenditures

(SOOOs)

AECB Indirect Overheads $3800
(could be exempted from fee calculations)

IAEA Safeguards - allocated to AECB licensees 2570
(could be exempted from cost recovery)

IAEA Safeguards - allocated to international activities 615
(non-recoverable)

External Affairs - export permits 100
(could be recovered, discussions required)

11.8 Method of Recovery

A cost-recovery program for the AECB could have major impact on its operations

depending on the method selected to establish and collect fees. The two basic

approaches considered are an annual average cost, and one based on an

hourly-rate charge for staff time expended. Two key factors must be taken

into account in either case: the fees should reflect fairly the resources

expended by the AECB in carrying out the necessary activities, and the fees

should take into account the practical realities of the benefit that the

activities provide.

The benefit of the annual-cost approach is that it buffers acute increases in

AECB costs and allows the licensees to budget for these expenditures. The

drawback of this approach is that it fails to reflect actual AECB costs for

each licensee; all licensees in an industry sector would pay the sane fee.

This approach does not recognize the effort put forth by the AECB to address

the ineptitude of some licensees. Thus, good operators would be penalized for

the mistakes of their less capable, sister operators. This option likely

would not be favoured by the industry. In addition, there is a legal question

as to whether the annual average cost would be considered a tax imposed by the

AECB on the industry to recover its costs; it could be argued that the annual
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average fee does not show a direct relation between effort and the fee

charged.

If it could be shown that the fees collected from a licensee during its years

of operation would approximate the costs of regulation provided to it,

justification of the annual-cost approach would be shown. This mode of

collection would be significantly simpler to administer.

Direct charging for professional-staff hours requires a much more detailed,

time and expenditure-accounting and billing system than that used for the

annual-cost approach. In addition, the time recording and fee appeal process

would require a substantial staff commitment. However, this method is much

fairer in allocating costs than the annual-cost approach and provides an

incentive for the licensee to operate in compliance with its licence

conditions.

Taking into consideration the legal experiences of other nuclear regulatory

agencies and their practice of charging for only those services directly

related to licensing actions, the AECB may have difficulty implementing an

annual, licensing-fee concept to recover its costs. However, it may be

possible to implement a cost-recovery concept based on charging for direct,

professional-staff hours and expenses for licensing nuclear facilities; and

since following the same recovery format for the radioisotope sector would

entail relatively high administrative costs, it may be possible to charge a

pre-established annual fee for licensing small users of radioactive materials.

The AECB favours developing fees based on the annual-cost approach.

11.9 AECB Costs

It is estimated that in order to run the annual licensing-fee approach, the

AECB would require three person-years per year, a start-up expenditure of

S25.000, together with an increase to the annual operating budget of $400,000.

To run the direct time/charge approach, the AECB would require six

person-years per year, a start-up expenditure of 575,000 together with an



- 109 -

increase to the annual operating budget of 5500,000. In addition to these

operating costs, the AECB would require, for the preparation of the

legislative and administrative documentation (i.e. new legislation, fee

schedules, public consultation and impact analyses) approximately $450,000 and

two term person-years per year over the next two years.

11.10 Timing

The feasibility study is being submitted to Treasury Board to assist it to

consider whether the AECB should proceed with a formal cost-recovery study.

If the decision is to proceed, the AECB will follow the administrative steps

and procedures outlined in the Regulatory Process Action Plan.

One of the major issues affecting this decision and on how the AECB would be

expected to proceed with the implementation of a cost-recovery program, is the

project schedule. It is estimated that if the AEC Act is used as the basis to

make regulations to authorize the AECB to collect licensing fees, and the AEC

Act is amended to bind the Crown, it would take upwards of four years before

the AECB could be in a position to collect fees. Depending on the

Government's priorities, it is possible that this timetable could be shortened

to two to three years.

A four year schedule is not acceptable to Treasury Board Secretariat staff.

They have requested the AECB to proceed on the basis that the Financial

Administration Act would be amended to bind the Crown, and to authorize the

AECB to collect fees. Based on this assumption, it is estimated that the AECB

could be in a position to collect fees two years after being directed to

proceed.

11.11 Financial Impact and Ability to Pay

The Price Waterhouse study on possible financial, commercial and economic

impacts of an AECB cost-recovery program was carried out as directed by the

central agencies, using existing publicly available information, rather than

direct contact with the industry. This approach and the resulting conclusions
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and recoimnendations are fraught with potential errors, mainly due to a lack of

financial information and possible changes to the licensees' operating

environment (e.g. reduction in funding to universities and research

organizations which may lead to their inability to pay for nuclear-related

activities). The information presented by Price Waterhouse requires

verification during the formal public consultation and RIAS stages of the

cost-recovery program impact study.

Overall, the expected financial, commercial, and economic impacts identified

in the study on the nuclear industry were found in most cases to be minimal.

Consequently, Price Waterhouse recommended that it would be possible to charge

the full AECB operating costs to most sectors of the nuclear industry. This

recommendation is based on a general principle that if the fees are less than

3 per cent of net income, the financial impact is not significant; however,

other factors, such as the ability of the licensee to pass on licensing costs

to its customers, were also taken into consideration.

The Price Waterhouse study was based on assumptions related to the ability of

licensees to pay fees. With the constraints imposed on it, the study could

not evaluate what business decisions a particular licensee might make as a

result of the imposition of fees and therefore, what the result would be on

the development, application and use of atomic energy in Canada.

The various nuclear-industry sectors can be expected to challenge the

feasibility study's conclusion that the financial impact of the proposed

cost-recovery program would be minimal. There are a number of situations

which may require a closer examination and further evaluation. These are

summarized in the following:

° Power Reactors

- the proposed AECB fees for this sector represent between 11 and 15 per

cent of the "nuclear-generated" net income of each utility. This could

become a contentious issue when the utilities attempt to reduce their

fees.
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Uranium Mining

- the financial impact on the Ontario mines is high in terms of absolute

dollars, but only represents a small portion of total expenses. The

mines' uranium production costs are much higher than the current spot

market price, and unless the price of uranium increases, the mines will

have difficulty competing at the end of the century, regardless of AECB

fees,

- the financial impact on the Saskatchewan mines is not significant;

however, Amok's uranium costs are quite a bit higher than current spot

market prices, and the AECB's proposed fee exceeds the 3 per cent of net

income guideline.

Uranium Refining and Conversion

- although the licensing fees proposed for the Eldorado operations in

Port Hope and Blind River have been reduced so that they represent only

3.5 per cent of pre-tax income and 0.4 per cent of expenses, it is likely

that Eldorado will attempt to have them further reduced.

Research Reactors

- for organizations, such as the University of Toronto and McMaster

University, which have major nuclear research programs, it was only

possible to compare the AECB licensing fees to the cost of operating the

total university. This comparison indicated an overall insignificant

financial impact in terms of ability to pay; however, the proposed fees

for McMaster University will likely cause it to shut down its research

reactor. These organizations will likely challenge the impact analyses

by providing financial information to show that the AECB fees are a

significant portion of their nuclear-related operating costs.

Radioisotopes

- the annual AECB cost to license non-profit organizations which provide

a social benefit, are approximately SI,250,000. Likely, there will be a
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challenge or a request for exemption from licensing fees from

universities and hospitals directly, or else from the provinces.

The impacts of full cost recovery on small businesses who use radioactive

materials as a major part of their business would be substantial, and a

nominal fee of 10% of the full cost is recommended.

11.12 Anticipated Revenues

Three cost-recovery options are presented, detailing typical annual licensing

fees and the corresponding AECB revenues.

Option 1 - full cost recovery would generate annual revenues of approximately

$24.6 million. All AECB expenditures except for $615,000 for international

safeguards activities have been allocated to AECB licensees.

Option 2 - this option takes into account the finding and recommendations of

the Price Waterhouse Financial and Commercial Impact Study of Cost Recovery

Report. For the purposes of this study, option 1 fees were adjusted when it

was considered that the financial impacts were inappropriate. The annual AECB

revenues under this option is approximately $23.7 million, which reflects the

anticipated loss of licensees unwilling to pay a licensing fee.

Option 3 - this option exempts from cost recovery the AECB indirect overhead

costs, and the costs of the AECB, IAEA Safeguards activities. It also takes

into account the financial impact of licensing costs on the nuclear industry,

and reduces fees where appropriate. The annual AECB revenue under this option

is approximately $17.6 million.

This option represents a fair charge for the AECB activities, and is

consistent from a policy point of view, with the cost-recovery programs being

implemented by some other international nuclear regulatory agencies.

Nevertheless, it is also likely to be subjected to close scrutiny and undergo

severe challenge from the nuclear industry.



CHAPTER 12



- 113 -

12. CONCLUSIONS

The AECB has carried cut a study to identify for Treasury Board the potential

impacts of a cost-recovery program, and to give the AECB's view on the

feasibility and potential reactions of charging for its licensing activities.

The financial information on which the study is based was obtained from

publicly available sources only; no contact has been made with either the

nuclear industry or provincial authorities. Treasury Board Secretariat

considered that such contacts would be premature at this time. The study is

therefore vulnerable in that the impacts and reactions it identifies and the

recommendations, can and will be challenged by industry and by provincial

authorities.

With this caveat, the AECB believes the study provides a good indication of

the type of financial and social impacts which could be expected.

legislation

The legislative authority for cost recovery has been identified as the

critical parameter influencing the decision as to how the AECB will proceed

with this initiative. Both the Atomic Energy Control Board and the Treasury

Board require that any attempt to proceed with cost recovery be based on sound

legislation. Although there is no specific authority under the AEC Act to

charge fees, legal opinion states that the Act could be used as the basis for

developing such regulations. However, legal opinion cautions that there will

almost certainly be a legal challenge to the imposition of licensing fees, and

that there is no guarantee that the AECB would be successful in defending such

a challenge on the basis of the present provisions of the AEC Act.

Further, the AEC Act does not bind the Crown, and since a number of AECB

licensees are agents of Her Majesty, they may not be subject to the AEC Act.

The AECB believes that legislation should be in place to ensure that all its

licensees are bound to the Act; however, it is thought that any attempt to

amend the Act would generate so many federal-provincial jurisdictional issues
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as to make it politically unacceptable to proceed, and that the cost-recovery

objective would never be realized.

Treasury Board staff are aware of these problems and of the time required to

pass new legislation (up to four years). They have instructed the AECB to

proceed with the feasibility study on the assumption that the Financial

Administration Act would be amended to bind the Crown, and to authorize the

AECB to collect licensing fees.

The AECB believes that this is by far the preferred legislative route to

follow. It will provide a sound legislative base, and will also emphasize

that cost recovery is government policy, and not an AECB initiative. However,

it will not bind the Crown to the AEC Act, a situation which could lead to a

challenge of the regulatory regime.

Financial Impact

The financial impact of an AECB cost-recovery program on the nuclear industry

is expected in most cases to be minimal, and it should be possible to charge

the full AECB operating costs to most sectors of the industry. In areas where

it is thought that the impact of full-cost fees would be excessive,

adjustments have been made to reduce fees. In any case, it is expected that

industry reaction will vigorously oppose this government initiative.

On the direction of the central agencies, no direct contact has been made with

the industry regarding this study. The financial impact has been estimated

using publicly available information and on assumptions made on the licensees'

operations. Since the licensees will probably challenege the study's

conclusions, this information should be verified during a formal public

consultation process, and prior to any final decision being made on the

cost-recovery initiative.

Political Impact

As with the financial impact, the AECB was directed by the central agencies

not to contact the provincial authorities to quantify and qualify their

reaction to cost recovery. In consultation with the Federal- Provincial

Relations Office, the AECB has concluded that the provincial reaction will
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oppose the cost-recovery initiative, and that any attempt to bind the

provincial Crown to federal jurisdiction will be seen as a highly symbolic

gesture of intrusion into the provincial domain.

Discussions with the provinces should be initiated as soon as possible after a

decision is made to proceed further towards cost recovery, and should not be

delayed until a public consultation process is carried out.

Impact on the AECB

Industry reaction to cost recovery will be negative. It is difficult to gauge

how this negative reaction and the administrative requirements of cost

recovery will affect the AECB in carrying out its regulatory activities. It

is not whether cost recovery will cause a significant loss of regulatory

effectiveness. Further studies will be required.

The AECB will require additional resources to implement and run a

cost-recovery program. Depending on whether an annual average licensing fee

or a direct time/charge approach is used, the AECB will require three to six

person years per year with an increase to the annual operating budget of up to

$500,000. The annual average fee approach is the preferred method. However,

the final decision on this matter will depend on the wording of the

legislation authorizing the charging of fees. To prepare the legislative and

administrative documentation required to implement cost-recovery, the AECB

will require two term person-years per year and an increase of S450.000 to the

operating budget over the next two years.

The timing to implement a cost-recovery program is dependent on the

legislative route pursued to ensure a sound legal basis: amending the AEC

Act, or amending the FAA; the former could take up to four years, the latter

(according to Treasury Board staff) could be completed within two years.

Amending the FAA is the preferred option, which will also allow the Government

to recover costs as soon as possible. Since it will take at
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least two years after a decision to proceed with cost recovery is made before the

AECB will be in a position to collect fees, it will not be possible for the

AECB to meet the notional cost-recovery targets established by Treasury Board

for 1988/89 and 1989/90.

Potential Revenues

It is estimated that under a full-cost recovery option adjusted to reflect the

Price Waterhouse recommendations, the AECB could recover $23.9 million a year

(subject to revision based on financial information obtained during the public

comment and consultation activities).
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13. RECOMMENDATIONS

1. If a sound legal basis is assured and if the Minister designated for the

Atomic Energy Control Act, and the Treasury Board so agree, the AECB should

proceed further with the study of cost-recovery impacts.

2. A sound legal basis for cost recovery should be established by amending

the Financial Administration Act to bind the Crown, and to authorize the AECB

to charge for its regulatory activities.

3. If the prerequisite recommendations in 1) and 2) preceding should be

achieved, it is recommended that the following plan of action be pursued:

i) consultations be initiated with the provinces,

ii) Treasury Board approve the AECB request for two (2) tern person years per

year and an increase of $450,000 to the operating budget over two years to

carry out the administrative steps to implement the cost-recovery initiative,

iii) for the purpose of consultation, the AECB prepare a fee schedule based

on the full cost-recovery option adjusted to reflect the Price Waterhouse

recommendations, to generate revenues of approximately $23.9 million a year.

(The final fee schedule can only be established following the consultation

process),

iv) the AECB carry out a public consultation program to verify the

information presented in the Price Waterhouse report,

v) the AECB prepare a Regulatory Impact Analysis Statement based on the

results of the public consultation program,

vi) if based on the Regulatory Impact Analysis Statement, Treasury Board and

the Minister designated for the Atomic Energy Control Act decide that the AECE

should proceed with cost recovery, the AECB prepare a Treasury Board

submission to acquire the additional resources to carry out the cost-recovery

program.
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4. In order for the AECB to identify as soon as possible any potential

situations which could adversely impact on its regulatory effectiveness, the

AECB should monitor the results of the public consultation process, and report

to Treasury Board and the Minister designated for the Atonic Energy Control

Act.
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Appendix 1

General AECB Overhead Costs

Cost of Corporate Management

President's Office Corporate Management

Corporate Information

President's Office Overheads

Compliance Division Overheads

Regulatory Documents

Radiation Protection Division Overheads

Regulatory Support Overheads

Planning and Coordination

Finance

Accommodation and Material Management

Personnel

Information Management

Administration Corporate Management

Administration Overheads

Total Board Overheads
(security, official languages, office
equipment, vehicles, communications, records
office, EDP, library, etc.)

S6.555

Cost of Government Department Services

Public Works (accommodation)

Supply and Services (cheque issue)

Treasurv Board (GSMIP)



General AECB Non-Linked Overhead Costs

Appendix 2

Cost of Corporate Management

Regulatory Documents

Planning and Coordination

Corporate Management

Administration Overheads

Research Projects (Radiation Protection)

President's Office, Corporate Management

Corporate Information

($000s)

213

15

97

98

655

200

300

SI,578



Appendix 3

AECB Costs by Industry Sector

Industry Sector

Nuclear Power Reactors

Research Reactors and Accelerators

Uranium Mining

Uranium Refining and Uranium Conversion

Fuel Fabrication

Heavy Water Production

Radioisotopes

Waste Management

Transportation

International Activities

Annual AECB Cost to Regulate

$12,600,000

750,000

4,700,000

649,000

178,000

127,000

4,200,000

900,000

406,000

715,000



Appendix 4

ATOMIC ENERGY CONTROL BOARD

COST RECOVERY PROJECT SCHEDULE

(prepared by the Office of Privatization
and Regulatory Affairs)

PHASE I (3 months)

1. letter from EMR Minister to AECB directing that cost recovery be
established

2. AECB prepare draft regulations and fee schedule

3. AECB prepare preliminary RIAS or consultative document

PHASE II (3 months)

1. PCO (Justice) review draft regulations and fee schedule

2. Regulatory Affairs Branch review RIAS

3. Treasury Board approval of proposed regulations and fee schedule

4. Special Committee of Council approval for prepublication

PHASE III (3 months)

1. prepublication of regulations, fee schedule, RIAS, notice of availability
of consultative document and distribution to clientele

2. public comment (90 days)

FINAL APPROVAL (2-4 weeks, assuming no substantial changes)


