























Inventory Recovery Opportunities

There are several options available to recover some of the investment tied up in inventory.
As part of the inventory initiative, AECL is currently working with CANDU utilities to
create plant life maintenance programs that allow the client to optimize their investment in
maintenance activities. As an outcome of this process, the utility can better specify parts
demand, which in turn leads to minimized inventory investment and warehousing. This
service is further supported by inventory brokerage and pooling of slow-moving, high-cost
assets. AECL has access to sophisticated inventory manager programs such as CMMS
(CANDU Material Manager System).

Inventory Brokerage

CANDU stations can realize cost savings by having a common inventory broker who
facilitates the bulk purchasing and exchange of common, specialized spare parts amongst
the stations. The cost savings would be realized through the centralized information
resource to reduce procurement engineering labour hours, improved material availability
and disposal of surplus inventory through sales to other utilities. As a result, there is the
potential for reducing operating costs and capital investment and, through agreements
with other plant sites for joint stocking, operating stations can reduce their line item
counts. As an active vendor for CANDU stations, AECL is well-positioned to provide this
type of brokerage service.

Inventory Pooling

In addition to brokerage, AECL has the capability to create and maintain an inter-utility
pool of high cost, low usage critical items. This inventory may be physically relocated to
a/several key warehouses, or may be virtually stored. In both cases, the inventory can be
Internet-ready to allow real-time client access. A potential business model could include
creation of a venture company by the interested parties. Each participating utility would
write the inventory item off their balance sheet and the item would be held as property of
the venture company. When sold, the owners would realize a share of the profits. The
venture company would charge a few percent of the total value of the assets to administer
the warehousing costs.

Quality Assurance

When purchasing replacement equipment, components and parts, jurisdictional, safety and
technical requirements must be met. The station must have the necessary information on
technical and quality assurance requirements pertaining to the procurement of the
replacement items. Procurement engineering at AECL conforms to stringent quality
assurance requirements described in a comprehensive quality assurance program. This
quality assurance program has been implemented by past and ongoing projects.
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The station must have the necessary information on technical and quality assurance
requirements pertaining to the procurement of the replacement items. AECL's overall
quality assurance (QA) program and applicable sub-tier programs, including procurement,
procurement engineering and design, satisfy CSA N286 and ISO 9001 series of standards
and are reviewed and audited by CNSC (AECB) and the Quality Management Institute
(QMI). AECL's Commercial Products and Field Services Division (CPFS) programs are
certified by the Technical Standards and Safety Authority (TSSA), an ASME accredited
Authorized Inspection Agency in the province of Ontario, Canada for CSA N285.0 and
ASME Section III (Class I, II, III) for pressure-retaining nuclear systems and components
and CSA B51 and ASME Section VIII for the manufacture of boilers, pressure vessels,
pressure piping. AECL Sheridan Park and Chalk River seal manufacturing facility are
registered to ISO 9001. AECL has also retained the CSA Z299 features within its ISO
9001 program.

Summary

AECL is driven to ensure a total-cost sensitive procurement process to meet the
operational needs of the utility and regulatory requirements. The AECL initiatives
explained above are the backbone of our business model, which provides technical
expertise, qualified equipment and inventory recovery opportunities. These activities
capture the knowledge base to reduce complex engineered products to the level of a
commodity with an enhanced QA program. Ultimately, this new business model is vital in
sustaining the effectiveness of our work-force and supports the broad range of
requirements necessary to meet the current and future supply chain challenges of our
clients.
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